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United States Department of State

Bureau of Oceans and International
Environmental and Scientific Affairs

Washington, D.C. 20520

NOVEMBER 4, 1996

PRINCIPALS MEETING WITH ASSISTANT SECRETARY EILEEN CLAUSSEN

Commerce Everett Erhlich 482-0432

Jeffrey Hunker 482-4636
OSTP Rosina Bierbaum 456-6025
CEA Alicia Munnell 395-6947
NEC Elgie Holsteiln 456-2223
Treasury Joshua Gotbaum 622-2633
Justice Lois Schiffer 514-0557
Interior Brooks Yeager 208-4561
NOAA Doug Hall 482-6318
OMB T.J. Glauthier 395-4639
USTR David Shark 395-4579
Agric Charlie Rawls 720-5437
DOE Dirk Forrister 586-9987
DOE Mark Chupka 586-0861
EPA " Mary Nichols 260-5155

pDavid Gardiner 260-0275
DOT: Frank Kruesi 366-7127
ovP Pete Jordan 456-9500
CEQ Steve Seidel 456-6546
NSC David Sandalow 456-2710

NOTE: CLIMATE CHANGE MEETING WITH ASSISTANT SECRETARY EILEEN
VEMB D

:30-12: — DEPARTMENT OF STATE, RM. 7831. Please RSVP to

Ms. Wiggins at 647-1554. Thank you.

g;cjaqqn 3:30-4:30 on THURSDAY, November 7
cogy 1
v

~ 2:00-3:00 on THURSDAY, NOVEMBER 21

10:30-12:30 on FRIDAY, NOVEMBER 15 (CHANGED WAS 11/16)
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EXECUTTIVE OFFICE OF THE PRESIDENT

26-Nov-1996 01l:54pm

TO: Alicia H. Munnell
TO: Jeffrey A. Frankel
TO: Michele M. Jolin
TO: Mark J. Mazur
FROM: Raymond Prince

Council of Economic Advisers
CC: Lisa D. Branch

SUBJECT: Revised draft of Demarch

The statement on a timeline for non-Annex I country participation (p. 10, first
paragraph under "Next Steps") is an improvement as is the statement on banking
and borrowing (p.4). The statement on p. 10 indicates that non-annex I
countries must adopting caps at some specific point in the future if climate
policy is to be effective. It is important that the U.S. Demarche include some
statement to this effect because non-annex I participation will be an important
issue in any ratification. The statement on p. 4 removes the earlier comments
that only served to weaken our bargaining position on banking and borrowing.
Banking and borrowing our the sole means of capturing inter-temporal
efficiencies (when flexibility) discussed in the Demarche.

Two issues are not addressed: whether the Demarche should redline any
outstanding proposals and whether it should make a statement about the
allocation of permits under an international trading program. Of the two, the
issue of an allocation formula is likely to be the more important in any
ratification.

It is, therefore, important that the U.S. state in its Demarche that, as a
principal, an allocation formula should not penalize a nation for growth and
should reward a country for energy efficiency. Something to that effect could
be added at the end of the next-to-last paragraph on p. 6.
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MEMORANDUM

COUNCIL OF ECONOMIC ADVISERS e
Date: 10 Jan 96
To: Jeff Frankel
Alicia Munnell

From: Jason Shogren

RE: Revised Draft Climate Text from Eileen Claussen

Two points:

1. Flexibility. Banking (Article 2 #5) is allowed but borrowing is not. Rather in Article
4 #6a, if a State exceeds its emissions budget in a budget period then they are
considered to be non-compliant and subject to “consequences” (e.g., additional
emission obligation in following periods, denial of future trading opportunities,
loss of voting rights).

To keep the temporal flexibility, why not recommend:
(a) borrowing (exceeds budget with permission) and payback with interest
(b) non-compliance (exceeds budget without permission) and penalty
wd wWabiy
(' 2. Garbled text in Article 16 Entry into force. “To ensure eﬂ’ectivi” does not make sense
_to me. Also what are the “triggers” that would be used.




United States Department of State

Assistant Secretary of State for Oceans and
International Environmental and Scientific Affairs

/ k,.f
Washington, D.C. 20520 ot W —
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November 13, 1996 QZ/4£:7

Attached are redrafts of the papers to be discussed on
Friday, November 15th. Please use these papers as the basis
for the discussion. (The trading paper is now being revised
and I will send out a redraft tomorrow).

Ll

NOTE FOR CLIMATE CHANGE GROUP

If possible I would like to come out of Friday's meeting
with some consensus on what kind of paper we would like to
present at the international meeting the week of December 9.
We would then rewrite the papers based on the discussion and
circulate different, probably shorter, and hopefully more
focussed efforts on the 19th. In an ideal world these papers
would be cleared on November 21st, and then sent to the
Deputies for a meeting on either the week of November 25th or
December 3. '

Thanks,

EV—

Eileen B. Claussen



lssue Paper:  “Compliance”

Introduction

(6]

In general, the United States views the subject of
“compliance" with international environmental agreements
broadly. We look at the range of techniques that can be
used in the negotiating process, in the agreement itself,
and outside the agreement to promote a particular
environmental objective. Further, compliance should be
viewed as a continuing process, not only as something that
happens or fails to happen at an end-point.

It should be noted that there is a four-way (and
sometimes inverse) relationship among: the stringency of
commitments, the stringency of any compliance regime; the
number and type of parties; and the ability to comply.

In the climate change context, the United States has
substantial environmental, economic, and treaty-integrity
interests in achieving an agreement that properly balances
the right commitments, the right parties, and the right
incentives to comply.

As seen below, many of the compliance-related options
involve trade-offs and linkages and should be viewed as a
package; in this regard, a preferred option may change if a
condition for that option is not satisfied. :

This paper will focus on Ehe following issues:

1) how can the commitments themselves be structured so as
to promote their own implementation?

2) what kind of review process(es) would be appropriate,
including how to deal with parties that are not in
compliance? -

3) how should the agreement deal with non-parties?

Commitments

O

The U.S. has taken the view that the new legal instrument
should contain at least two key sets of commitments:

- for so-called "Annex I" countries, a legally binding
medium-term emissions target; and

- for all countries, commitments that continue to
advance implementation of Article 4.1 of the
Convention.

(Revised 11/12/96)




In terms of the "Annex 17 Largelt, there arce at least

three ways in which the structure of the commitment could
promote compliance:

-— First, as a matter of form, the target could be
legally binding, as the U.S. has already suggested.
We are seeking a legally binding target because, 1in
the climate change context, countries tend to make
rhetorical and unrealistic proposals when provisions
are non-binding, and the existing "aim" has largely
not been implemented. A protocol/amendment regime in
which targets are legally binding will likely lead
countries to seek more realistic and achievable
targets at the front end and to implement their
commitments more fully later on.

-- Second, as a matter of drafting, the commitment could
be articulated as clearly and quantitatively as
possible. 1In 1992, demands by various parties for
differentiation were met with vague qualifying phrases
now found in Article 4.2(a) and (b). While the United
States may not favor differentiation regarding the
target, vague phrases to paper over differences on
this point could negate the advantage of going to a
binding regime.

-— Third, as a matter of substance, the target could be
structured so as to be as objectively measurable as
possible. This would enhance the ability of the
parties themselves, as well-as third parties, to
determine compliance.

In terms of commitments advancing Article 4.1
implementation, given the need to get the agreement of
developing countries, there may be a limit to how much can
be done in structuring these commitments to promote their
implementation. In theory, it would be helpful to make the
commitments as specific as possible (to make it harder to
hide behind the very general language of existing 4.1) and
to avoid provisos (such as references in the chapeau of 4.1
to "priorities," "circumstances," etc.). It may be
possible to provide developing countries with necessary
flexibility through choice of specific measures, rather
than through vague, heavily qualified obligations.

In addition to appropriately structuring the above
commitments to promote compliance, options for collateral
commitments that could have the effect of promoting
compliance with the key commitments would include, for
example:

Torem,
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- As under the Convention, all Parties could be «awequired
Lo report on their implementation (although the
specifics could vary for different categories of
parties).

-— All Parties could be required to systematically
measure their implementation, as well as to pursue
organizational arrangements to promote uniformity of
measurement. Long-term measurements of atmospheric
abundance and trends of greenhouse gases could also be
useful scientific input into measuring global
compliance.

- The Parties could agree to continued and more
systematic support for efforts to develop national
action plans (particularly for developing countries)
following the revised Annex I Guidelines for National
Communications and the newly adopted Non-Annex I
Guidelines for Initial Communications.

- The Parties could agree to expanded programs aimed at
developing, diffusing and deploying climate-friendly
technologies (including through efforts to identify
and remove barriers to technology transfer and to
improve the performance of existing financial
institutions).

- “Annex I" parties could be required to have in place
domestically an emissions monitoring system (at a
minimum for CO2, at a minimum for specified sources).

- “Annex I" parties could also be obligated to
effectively enforce their domestic laws related to
implementation of the target. (The NAFTA environment
side agreement contains such an obligation regarding
environmental laws generally. Note that, as in the
NAFTA agreement, such an obligation would need-to be
worded very carefully.)

Review-Processes

(o]

As under the Convention, the U.S. should support
appropriate review/dispute settlement mechanisms to
ascertain whether parties are implementing their
commitments under the new legal instrument.

Key questions include:

- who should do the reviewing?

- what should they review?

- what is the status/consequences of their conclusions?




— -

An additional crous-cutting question is whether wershould
support differentiated review processes for different
categories of parties (for example, more stringent
processes for the binding target than for the potentially
more general commitments of developing country parties).

As to who reviews, options include, for example, the
parties themselves (through the Conference of the Parties
or other institution); experts nominated by parties; ad hoc
panels; standing bodies outside the treaty; the public.
What type of expert or panel member is involved depends on
what is being reviewed (e.g., a scientist would not be
appropriate for an issue involving treaty interpretation).

As to what is reviewed, there are at least two basic issues:

- First, it needs to be considered whether a review
mechanism is Lo be aimed at alleged non-compliance
(i.e., an actual treaty violation), implementation
generally, or a particular aspect of implementation:

0 Some mechanisms, such as traditional dispute
settlement, only deal with situations of non-
compliance with treaty obligations. (These are

generally bilateral, but can also be
multilateral.)

o Other mechanisms are conceived more broadly to
review "implementation" issues, where it 1s not _
necessary for any allegation of non-compliance to .
be made in order to trigger a process; such
mechanisms are seen as having the advantages of
being less adversarial (and therefore more likely
to be used) and capable of dealing with a wider
range of issues. They are also useful where
treaty obligations are so general or caveated
that it would be difficult to make out _a gcase of
actual non-compliance. (It should be noted that,
whereas the Montreal Protocol's friendly
multilateral process involves “non-compliance,”
Article 13 of the Climate Change Convention calls
for consideration of a process "for the
resolution of questions regarding the
implementation of the Convention.")

0 Still other review processes are ailmed at
particular aspects of implementation, such as
verifying facts related to a specific obligation
(e.qg., the SBI review process noted below).




—— Second, 1L needs Lo be considered whether a .
particular review process is Lo review facls and/or
law. TFor example, a dispute involving Article 4.2(b)
of the Convention, if it were legally binding, could
involve the factual question of actual emissions, the
legal question of whether sinks can be counted, or
both.

Traditional dispute settlement (such as conciliation
or arbitration) is generally empowered to review
disputed facts, disputed interpretation of a treaty
provision, or the application of a treaty provision to
facts. A review mechanism can, however, be limited to
fact-finding. As noted above, what is being reviewed
will dictate, to a certain extent, who should be doing
the reviewing.

0 As to status of conclusions of a review process, a
discussion, political pressure ) or could yield, f(orv
example, a recommendatory report on possible steps to
promote compliance (such as technical assistance, in the
case of a developing country), a factual report, a
recommendatory award, or a binding judgmenbt concerning
compliance.

e} As to consequences, the conclusion of a review process
could form the basis for, for example, further discussions .
among the parties, action by the Conterence of the Parties

(in the case, for example, of a recommendation on promoting.

compliance); good faith consideration by a party (in the
case, for example, of bilateral conciliation), or a
sanction. Sanctions might i1include monetary penalties,
trade sanctions, or other. (Agreement that trade sanctions
could be imposed among Parties as a result of
non-compliance would raise particular issues that would
need to be addressed should that option be pursued.).
Consequences of a conclusion are related to its status; for

example, a sanction would not flow from a recommendatory
(mon-binding) award.

Review Processes under Framework Convention

o By way of background, under the existing Convention:

- The Conference of the Parties (COP) and the Subsidiary
Body for Implementation (SBI) have roles with respect
to reviewing reports of parties on emissions/
implementation; with respect to Annex I
communications, the SBI has established a review
process, coordinated by the Secretariat, involving
fact-finding by third-party experts nominated by
Parties; review conclusions have political, not legal,
status.

ey )
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-— Parties have the option of resorting to formal dispute
settlement, in the event of a dispute concerning the
interpretation or application of the Convention. I
parties cannot resolve a dispute on their own within a
year, the dispute is to be submitted, at the request
of any one party to the dispute, to conciliation. The
conciliation commission would be composed of members
appointed by the parties to the dispute (and a
chairman chosen by the members); the results of
conciliation are recommendatory, not binding.

(Parties may elect to send their disputes to binding
arbitration or the International Court of Justice, but
this is not required.)

- Article 13 calls for the COP to consider the
establishment of a "multilateral consultative
process...for the resolution of questions regarding
the implementation of the Convention." As this 1issue
is still being considered, the who, what, and status/
consequences of this process are not yet known.

Review Options

o}

With respect to the new legal instrument, there are
numerous compliance review options, many of which are not
mutually exclusive. (Note, in this regard, that an
amendment does not necessarily have to be subject to the
same mechanisms as the current Convention, provided the
amendment . so specifies.) For example:

- reqular meetings of the parties as a means of Keeping
political pressure on parties to comply and providing
a forum for raising questions about compliance
(through a new Conference of the Parties, if the
instrument is a protocol);

-- in addition to regular meetings of the parties,
establishment of a subsidiary body focused on-
implementation issues;

- requirement that reports prepared by parties on their
implementation be made publicly available, thereby
permitting public scrutiny and pressure;

-— regular factual review of parties®' implementation
(e.g., current SBI review process involves factual
review of Annex I communications by experts nominated
by the parties);

-- factual review of parties®' implementation (generally
or with respect to particular obligations), at the
request of a party -



—- avallablity of "friendly," multilateral consulLative
process, designed to address either cases of
non-compliance only or implementation more generally;
should not overlap with the functions of any
subsidiary body;

-- availability of traditional bilateral traditional
dispute settlement, with (as in the Convention)
non-binding conciliation as a minimum requirement;

- availablity of traditional bilateral dispute
settlement, with binding arbitration or judicial
settlement as a minimum requirement.

On the particular issue of whether the United States
should support mandatory binding dispute settlemenL there
are several considerations. For example:

- Binding dispute settlement could have several
advantages:

0 The existence of mandatory, binding dispute
settlement could create an incentive for parties
to fully implement their treaty obligations.

o) The prospect, during the negotiations, of
ultimately including binding dispute settlement
in the legal instrument could have the effect of

causing countries to negotiate more reallstlc and
achlevable commltments :

0 The ex1stence of mandatory, binding dispute
settlement could be the type of enforcement tool
against other countries that some domestic
constituents are looking for in terms of creating
a level playing field.

o} To the extent that we seek to pursue penalties
against parties for non-compliance (such as a

. monetary penalty or trade sanction), binding
dispute settlement would appear to be a
precondition; it would be difficult to arque, or
accept, that penalties could be triggered by a
non-binding finding of non-compliance.

- Potential disadvantages include:

0 Binding dispute settlement is a double-edged
sword. While some domestic constituents may view
it positively as an enforcement tool, others
might prefer to give up that tool rather than
subject the United States to the prospéect of
binding dispute settlement as defendant.



0 Even those not generally wary of binding dispute
settlement may not support it in this case.
Specifically, it is probable that the ultimate
target will not be crystal clear, but will be
surrounded by some kind of ambiguity (akin to the
way the Convention aim is unclear on whether JI,
sinks can be counted). If so, a commitment to
binding dispute settlement is a commitment to
potentially have a third party interpret the
ambiguities in a manner binding on the United
States.

o In the climate change context, developing
countries have historically been opposed to
binding dispute settlement. A decision to seek
binding dispute settlement would likely lead to
developing country calls for differentiated
dispute settlement (which we have avoided so far)
and/or weaker developing country obligations.

0 Binding dispute settlement could cause some
countries to to push for weaker or more ambiguous
obligations or ultimately decide not to become
party to the new legal instrument.

In making decisions on which review process(es) to

support (including, in the case where binding dispute
settlement is supported, whether a penalty should attach to
a party's non-compliance), the United States should be
mindful of the relationship between these issues and the
treaty commitments themselves, particularly the target.
Relevant aspects of the target (which are not yet known,
thereby complicating the task) include:

- whether it is clear or clouded by ambiguity (either
: with respect to the target itself or as to whether.
for example, JI or emissions trading can be_.counted);

- whether it is objectively measurable (is assessing
compliance a purely factual endeavor? or does it, for
example, involve the application of a subjective
standard to objective facts?).

Some hypothetical examples help demonstrate the
relationship between a target and issues that might or
might not be subjected to a review process:



-~ Taking the cleanest case first, assessing compliance
with a target that clearly required a party to ensure
that its emissions of a particular greenhouse gas in a
given future year did not exceed some percentage of a
past year's emissions would involve the factual issues
of past emissions and emissions in the future year.
Disputes could arise concerning the data collection
method or other methodology used by a party in
implementing the target.

-— To the extent that a target related to emissions of
greenhouse gases generally, 1ssues could arise
concerning the GWP assigned to various gases and
corresponding calculations. There could be additional
measurement issues 1if sinks were part of the
calculation.

-— To the extent thalt a target were based on a predicted
future baseline, issues could arise concerning the
facts/methodology used to predict that baseline.

- Any lack of clarity in the text would raise
issues of legal interpretation (for example, with
respect to whether JI/emissions trading could count
(and, 1f so, how) toward achieving the target).

- Issues of legal interpretation and application of law
to facts would also arise if an otherwise quantitative
target were surrounded by one or more non-guantitative
phrases (such as "appropriate,®" "taking into account,"
or any of the types of phrases currently found in
Article 4(2)(a) of the Convention).

Non-Parties

o

o

An issue related to, but distinct from, the issue of

how to deal with non-complying parties is how to dezl with
non-parties. Where a treaty addresses a global
environmental issue, a non-party can potentially stand to
benefit from the actions of other countries while taking no
action of its own (to so-called “free rider") or
affirmatively undermining the treaty's objective. Thus, a
recurring question regarding such treaties is how to deal
with the non-party issue.

There are numerous ways to seek to minimize the non-party
problem:

- through the negotiating process itself, i.e., figuring
out which countries®' participation in the regime is
essential and ensuring that they are involved in the
negotiation;



-10-

- through positive incentives for countries Lo joln a
regime (e.g., financial and technical assistance,
differentiated obligations; allowing opt-ouls from
certain obligations; side payments; other
participatory privileges);

- through an entry into force clause that requires
ratification by key countries (i.e,, those that would
be “free riders" if they did not join) (note that an
amendment would require 3/4 of the parties to ratify
for entry into force; a protocol would need to set its
own entry into force requirement);

- the use of trade measures against non-parties.

Were the trade measure option to be pursued in this case,
several factors would need to be considered:

- It is not obvious what the subject of the trade
measure would be. (In the Montreal Protocol, which is
the only real precedent here -- given that Basel and
CITES are all about restrictions on trade -- the trade
restriction applies to certain ozone-depleting
substances and products containing such substances; a
further call to consider restricting trade 1in products
made with certain such substances has deliberately not
been implemented.)

-- In order to meet the GATT/WTO Article XX chapeau
requirement that trade measures not constitute a means
of unjustifiable or arbitrary discrimination among
countries where the same conditions prevail, the trade
measures should not apply where a non-party is in de
facto compliance with the environmental requirements
of the agreement. This raises the questions of who
decides whether a country is in compliance and,
particularly in the case of developing countries, what
constitutes compliance, given the likely general
language of any developing country obligation. (This

"is in contrast to the Montreal Protocol, where the
obligations are specific and quantitative and
therefore amenable to objective measurement.) These
questions make the outcome of any possible WTO
challenge by a non-party uncertain.

- Also in order not to discriminate, the trade measure
should apply equally to parties that are not in
compliance. (See discussion above concerning dispute
settlement and penalties for non-compliance.)

-- The United States may itself be a non- party to the
treaty for an extended period.
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Achieving A Flexiblce Cost-Effective Climate Convention:
Initial Considerations On International Emissions Trading and Joint [mplementation

L Why [s Flexibility Important?

The U.S. has alrcady stated the high priority we give to allowing flexibility to nations in
how they achieve their emission commitments in the new agrcement. By this, we are seeking to:

. achieve GG reductions where they are least costly, including in other nations, through
international “greenhouse gas (Gi1G) trading”™ and/or “joint implementation” 0:;
. reducc GHG reductions by an equivalent amount over some specified period of time,

allowing trade-ofIs over ime that can accommodate capital stock tum-over and
technological advance,

[nternational GHG trading and JT allow mccting a given commitment at lower cost
because at the margin, the costs of an increment of reduction will be lower in countries with no
GHG commitment or with lower required effort, than by the marginal costs of the same reduction
in a imited set of countries. The U.S. may also seek to build incentives for early reductions of
emissions into the rules for trading and/or J1, to slow the rate of climate change, and to stimulatc
- devclopment of eftective trading institutions and technological advance.

LL. How Much Priority Should The U.S. Put On Achieving Flexibility In The
Negotiations?

The priority and urgency the U S. gives to trading and/or JI in the negotiations will dcpend
on decistons regarding the stringency and timing of emission reduction commitments:

. If the targets are not very constraining, trading or JI may not occur because the differences
in marginal costs across countries will be lower and may not be worth the transaction
costs of participating in the international regimc.

. [f the targets do not begin for many years (say, 2020), then the need to fully elaborate the
rules and procedure for trading by December 1997 may be reduced, allowing efforts to be
re-directed in 1997 to more immediate need, provided that the 1997 protocol or
amendment creates a process to follow up.

III.  Global Fmissions Trading —- The Ideal & Why It Is Not Yet Possible

The “idcal” international GHG emissions trading system arguably would be one that
capped overall greenhouse gas emissions, country by country, allowed banking , borrowing, and
interpoliutant trading, and which included all parties to the Convention. This is the “ideal”
because the interim environmental goal -- expressed in terms of emissions -- is ensured by the
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binding nature of the targets, whilc the theoretcal etficiency gains from flexibility are most closely
approximated in a rclative “hands off" “cap and trade” program. Unfortunately. the ideal is
unlikely, at this time. because for trading to be global, all cournries would nced 1o accept a
quantitative target or cap on emussions; this is probable for developed countries but unlikely for
most developing countries.

IV. What Is Possible -- AlJ, JI With Credits, & Emissions Trading Among Countries
With Commitments

Given that the ideal is not possible, we have to think about three distinct flexibility systems
which may be possible. They are 1) the existing provisions for “activitics implemented jointly”
(A1) 2); “joint implementation” with credit; and 3) an emission trading regime for countics with
quantitative national emission targets (currently “Annex [ countries plus others who may choose
to “opt-in”). The features of each of these systems is discussed turther below A discussion of
how we ensure movement from the least desirable option to the most desirable options (emissions
trading) 1s presented in Section V., “Next Steps.”

The distinctions between the three systems can briefly be summarized as follows

Activities Implemented Jointly -- voluntary national cmission caps for Annex-l participants,
no emission limits for non-Annex | participants, no credits
allowed against voluntary national emission caps

Joint Implementation With Credits-- binding national emission caps for some (developed
country) participants, no emission limits for other
participants, credits allowed towards national cmission caps

Emissions Trading -- All participants have binding national emission caps, credit
allowed against national caps

A Activities Implementced Jointly

The current AlJ s in a pilot phase under the FCCC It can end at any time but will be
reviewed for decision on its continuation no later than 2000. Current AlJ is a “no national
caps/no credit” program (o demonstrate the potential and possible mechanisms of two or morc
countries working together to reduce, avoid, or sequester grecnhouse gas emissions. However,
Al are rcquired to achieve GHG reductions additional to what would have otherwisc occurred
(an “additionality” requirement). The U.S. launched its own Initiative on JT in October 1993. By
the summer of 1996, 51 project proposals had been submitted of which 1S projects had been
accepted and 18 more remain under development. The projects involve six different countries
outside the U.S. and includes activities related to fuel switching, solar, biomass. hydro, and forest
management. A coalition of electric utilities in the U.S. has also initiated their own program
aimed at identifying and promoung JI. Other participants include environmental and business
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NGOs. technology companies, brokers and financiers, and other diverse organizations Even
though it s still at an carly stage, the U S. U1 has had a substantial influence so far in setting
national project approval critena, determining rigorous international reporting requirements and
developing methods for esumating projcct baselines and related greenhouse gus reductions.

The advantages of AlJ are that.

. L begins to develop necessary institutions and processes in developing countries that in
the near future that will not agree to any national target for GHG ~ AlJ helps many
developing countries Lo develop etfective cnvironmental protection regimes. It assists
countries to develop and apply methods for estimating source-level emissions and
projections, and to cstimate emission reductions from specitic projects and actions It
hclps them to develop collaboration with the private sector in reducing emissions,
appropriate institutions, and monitoring and verfication regimes [t is also helping move
many of these countries towards more ettective markets, including in emission reductions
The ATJ pilot begins to develop an infrastructure that would be useful to J1 with credits
(e.g. project level monitoring, operationalizing “additionality™) and to emissions trading
(c.g. international reporting vuidelines, measurement, monitoring and verification
protocols, consistency across national programs)

. AlJ begins to engage some developing countries politically as well on reducing GHG.
Many countries who are leery of commitments and crediting for joint implementation or
trading (China ard India for instance) have shown suppert (not always openly) for AlJ,
and at least a willingness to discuss parucipation. This category of countrics is likely to
include the Big Emerging Markets who arc undergoing rapid economic expansion and
which have vast potential for greenhouse gas friendly investments that would avoid or
mitigatc some of the projected rapid increase in GHG emissions The U S. private sector
sets a high prionty on increasing the level of commitment in these countnes for several
rcasons. First, they are worricd about the competitivencss effect on industries where these
countries are global playcrs. Second, these countrics present a potentially vast market for
U.S. technology. Third, the contnbution these countries make to global GHG emissions is
mcreasing rapidly, and eventually they will overtake and defeat the value of developed
country emissions reductions. Finally, because of the emission growth rates projected in
developing countries, these countries offer a large pool ol relatively low cost greenhouse
gas reductions, compared to the private sector's estimates of controlling GHG ermissions
strictly within domestic boundaries  AlJ may help set the stage for bringing developing
countries into quantitied GHG commitments.

. AlJ should also help accelerate the diffusion of cleaner technologies and practices in
developing countrics as well. The incubation period for new, cleaner technologies can be
fairly long, and the movement from initial commercialization to substantial market
penetration depends on real application of the technology in appropriate markets, and the
receptors to gamn the know-how to procure and operate them effectively. Although the
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incenuves for such private sector-to-private sector projects are low in AlJ. due to the lack
ot credits, there is evidence that the impact of AlJ on technology diffusion could be
significant. Moreover, there is also evidence that this process is assisted by the political
attenuon that clean technology AIJ projects receive in developing and transition countries,
helping to improve country receptivity and to expedite project approval processes.

The disadvantages of the AlJ, especially in its pilot phase, are that

. Incentives for private sector investors to participate are low because no credits are
allowed for AlJ. Consequently, projects are limited and relatively small compared to what
might occur if credits were allowed, and financing 1s difficult. Hence, AlJ currently does
not produce large quantities of near term GHG emission reductions.

. There remains poor definition of AlJ internationally, resulting in some confusion and
slowness in getling programs and activities going, and in exchanging useful information
among parties.

. Estimating the real, incremental emission reductions associated with many activitics is
challenging. The relatively few number of projects and the lack of credits for them

(making the “additionality” requirement oncrous to some) slows progress in resolving the
Issucs.

B Joint [mpler’neniation With Credit

JI with credit expands the current AlJ pilot program to allow ““credit” for emissions
reductions relative to a project bascline.

All the advantages of AlJ, described above, hold also _for Jl with credit  Also:

. Allowing credits for projects against national emission caps, or against domestic emission
limitation requirements provides a concrele, and possibly substantial, incentive for private
cnfities to invest in JI, to the extent that GHG reductions can be found abroad that are less
cxpensive and as reliable as domestic reductions.

. The likely larger volume of interest and projects in a system of J| with credits would
accelerate development of infrastructure (institutional and markct) needed in non-OECD
countries for both domestic and international emission control purposes. This would also
assist their cventual participation in an international GHG emissions trading regime (e.g.
development and awareness of GHG emission reduction opportunities).

The disadvantages of pursuing joint implementation with credit are that -
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Successliul negotiation ot J1 with credit 1s not at all certain. Many develaping countries
have opposed the concept of joint implementation with eredits arguing along several
fronts. 1) that it would represent a new torm of eco-imperialism with developing countries
seeking to avoid solving a problem they largely created, ) it would be used as a substitute
tor needed development assistance; i) inexpensive reductions would be bought up by
developed countries leaving only expensive reductions behind for developing countries
when faced with their own commtments; iv) it would threaten their sovereignty by
providing an incentive for pnivate companies to circumvent their governments in ways
potentially inconsistent with the nations’ development objectives It should be noted.
however, that through the efforts of USUT and the Country Studies Program, some
developing countrics, particularly in Central America, have begun to take a more active
role in JI and to vicw them as an opportunity to encourage investment and technology
transter and to channel development in a more sustainable direction

The transaction costs of a project by project JI system are relatively high (compared to the
lower rigor needed if credits are not allowed. and to the relative administrative case of an.
allowance-based trading system). Designing and implementing a workable system of
project by project emission reduction credit for investments made in countries without any
overall emussion limits may be difficult, complicated, and administratively cxpensive, and
may not attract many investors -- especially if a substantial volume of low-costs trades are
available in countries with national commitments.

Alternatively, partics and participants with less concern for the environmental risks or
consequences of an unrigorous crediting program may pressure the system to reduce
admunistrative costs -- “red tape” -- and nullify the potential environmental benefits of the
program. and reducing the overall effectiveness of the Convention.

There are substantial technical difficulties which need to be overcome, prnmanly the
definition and operationalization of additionality and the development of accepted
protocols for measunng project by project basclines, as described above for AlJ

C. International Emissions Trading

Assuming that national governments will continue to be the Furres to the international

Framework Convention on Climate Change and its protocols or amendments. Parrics principle
obligations will be to ensurc that their total national emissions do not cxceed the target they will
have committcd to, for each compliance period Undcr an international emissions trading rcgime,
the Parties would allow initial national commitments to be modified. taking into account any
emissions allowances purchased from other Paruies, sold to other Parties, or brought forward

through “banking™ of cxtra reductions in an earlier period  For more discussion of how emissions
trading might work see below

How An International GHG Emissions Trading Regime Might Work

.0«
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A Key Questions
There are multiple questions which must be answered in order to develop an international
emissions trading regime, such as who would participate, where and when trades would occur and

how appropriate mechanisms would function. Only “who™ and “how™ are discussed below

Who would tradc?

As discussed above, only Parties to the FCCC that have committed to binding, quantified
national emission caps would trade emission reductions and requirements as the Convention
would view it As other cntitics arc not bound by the FCCC and subsequent subsidiary
agreements, only activities directly involving Parties are within the purview of the agreement.
Thus, it is ghly likely that only Parties to the FCCC -- almost entirely national governments --
would be the actors officially responsible for reporting net national cmissions to the Convention,
and may be the only actors able to officially register allowance transactions under the FCCC,
although requires further consideration. This also protects national sovercignty in such a system, |
assuring that only activities approved by the government are allowed to modify its obligations.

lowever, there remains the more pragmatic issues of how emission trades would be generatcd
and implemented. That is, who would identify the opportunities for emission trades, who would
find appropriate buyers or scllers, who would plan, develop and opcrate the emission reduction
activities are far more open questions. Emissions trading could involve government to

government transactions or include the private sector. or NGOs, or state. rcgional or provincial

governments (as has occurred in AlJ projects alréady). Private sector and other participation in '
emissions trading is much more likely to promote more, and more cost cffective, emissions
reductions and may create the greatest incentives for development and ditfusion of new, lower
polluting technologies. The U.S. currently supports and actively encourages private scctor and
other participation in AlJ and its own domestic trading regimes. Other countries taking on
national emission obligations, however, may choose to trade internationally as governments,
rather than allowing their subnational entities to participate directly in international trades. The
international emissions trading regime should be flexible to accommodate varying national
approaches to meeting their emission obligations.

-

What would be traded?

As noted above, as the conference of the parties to the new agreement will likely view
emussions trading, the “commodity” that would be traded would be units of emission reductions
that modify the commitments to Parties’ quantified emission caps. (This corresponds most closcly
to the definition of “allowances”, as described below.) However, how the commodity 15 defined
at the domestic levels will likcly vary across Parties, at least in the near term.,

The U'S currently has sevcral emission trading programs, which allow two different types
of commodities to be traded: “allowances” or “credits ” Note that the U S has advocated
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flexibility in natonal approaches to implementation and. it 1s unlikely that the new agreement or
subsequent rules tor an international GHG emissions trading regime would require any country to
adopt cither an allowance or credit system domesucally [t s likely therefore that the answer to
this question 1s that both allowances and creduts will be traded. [t 1s possible that over ume,
national implementation strategies may converge on a single detimition of the commodity, but this
ts unlikely in the near term.)

Allowances

. Sources within a country would receive a budget over some period of time of allowable
emissions, or “allowances.” Sources’ allowances would have to be defined and allocated
by national governments, presumably in their national implementation plans or related
regulations.

. Sources’ strategics to stay within their allotied allowances (or “compliance strategies™)

- would not need approval by the national government. although some countries may
choosc to requirce tt.

. Within the trading system, allowances are fungible and fully acceptable for compliance
without further approval (although some countries may require 1t)

- Sources are required to hold allowances equal 10 emissions during a compliance period

. There must be some sort of “true up”by authontes, 1.e | a reconcthation of emissions and
allowances for compliance purposcs
. The “cap and trade™ system can be the emissions control regime, although it may co-exist
with other emission control regimes (i.e. including regulations or fiscal measures).
. Examples: US acid rain control program, Southern Califorma RECLAIM
Credit
. Emission reduction “credits” can be created when sources within a country make

reductions beyond a some determined and agreed level, which may be a conventional
regulatory standard (such as a power plant cmission rate), or a projected baseline for the
source. Trading may augment a system of policies and measures or regulations (or fiscal
measures) which are the emissions control regime. However, credits could be generated
even wherc there 1s no other control regime in place -- this latter cventuality raise integrity
and reliability questions.

Other sources (or countries) may purchase emission reduction credits to meet regulatory
or other requirements instead of undertaking pollution control measures.

Regulators certity reductions and credits towards other requirements, and approve trades
Generally, credit systems provide flexibility and cost savings, but they are not the
fundamcntal regulatory mechanism under which cmissions reductions are made. Rather, it
is the conventional regulatory standards or other mcasures that are the fundamental
emissions rcduction mechanism.

Examples: EPA Emissions trading policy statement bubbles, offsets, avcr'aging, banking.

~J
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B Attributes of An Internatonal GHG Enmussions Trading Regime

The following describes the attributes ot'a “good™ international trading or JI regime,
recognizing that not all possiblc system designs would achieve thesc to an equal extent, and that
there are tradcofls among them. [n negouating, the U S would seek to achieve agreecment on a
greenhouse gas trading and joint implementation system that would-

. motivate Partics to achieve and strengthen national commitments to reduce or limit GHG:

. ensure that tor the system as a whale, trading or JI activities reduce GHG in the
atmosphere at lcast as much, or beyond, that which would occur without trading or JI --
1.e.. that the system sateguards environmental benefits.

. be flexible to accommodate differing national approaches to achieving their national GHG
commitments;

. be as inclusive of Parties, sub-national entities, gases and sectors as possible. subject to
mecting the other conditions

. minimize costs, especially transaction and administrative costs.

. motivate economic actors to continually tind and implement cost-cffective GHG emission
reductions

. ensure transparency through accurate and reliable monitoring. record-keeping and
reporting

. provide incentives for compliance and centainty that non-comgliers will not benefit or

undermine environmental progress

By defimition, then, a trading system will allow parties to trade or exchange credits toward
and against national GHG commitments through actions that veritiablv and reliably reducc
accrued, net GHG emissions (or enhance net sequestration) beyond that which would occur
without the system [n sum therefore, the system should promote and ensure:

verifiability addtionality
environmental rcliability efficiency
motivation flexibility
inclusweness comprehensiveness
C. Features or Procedures For An International Trading or Joint implementation System

Certain common features for a party’s domestic program would be [necessary for]
(facilitate] an international trading or joint implementation. Many of :hcse are desirable even
without international trading, but become essential for integrity when :rading is allowed

. Compatible domestic mechanisms for determining whether credits or allowances to be
traded intcrnationally are surplus to baselines. This includes the capabilities to accurately
track or project domestic emissions and to reconcile allowances or credits with emissions
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Mmeasurements or projections.

. Compauble quality of cmissions baselines information at the project level (for credit-based
trading)  Countries must be able to establish reasonably accurate baselines at the
projcct-level it they are pursuing credit based trading. Standards (not necessarily
rcgulatory) to assess quality of baseline information would have to be established tor
diftferent types of sources

) Compatible methods for measurement of emissions. If the traded commodity is to be
uniform. emissions must be measured comparably 1n all participating countries. Different
mcthodologies would have to be developed for specific source types. Uncertainties in
monitoring accuracy could be reflected by discounting credus/allowances. A system of
discounting would allow participants to trade off credit received tor measures versus

. monitoring stringency and cost.

. Compatible requirements for reporting emissions and allowance/credit data to other
countries and to the public. Some mechanism for tracking international cmissions and for
matching these cmissions against allowances or credits would be required for compliance
purposcs under the new international agreement. This mechanism could be a centralized
clearinghouse for registering trades and reporting emissions, under the Sccrctanat or
through another mechanism. This organization would not necessarily have any
enforcement powers. Rather, it could reconcile emissions with allowances/credits
internationally and would report on any discrepancies. Alternatively, each country could
have 1its own tracking systems but would be required to make all information easily
accessible to the public. The integrity of the system would be maintaired by countries
checking on cach other, non-governmental orgamizations serving as observers or
watchdogs. and market participants demanding integrity of participating countries of
subnational cntities  These participants might be reluctaat to purchase credits/allowances
from countries or sources where there were poor emissions accounting practices.

D How Does International Emissions Trading or Joint Implementation Relate 'o National
Control Strategies?

A “‘budget-based” protocol (i.e., one in which each country has an cmissions target or cap)
easily accommodates a domestic allowance-based cap-and-trade system like the U.S Acid Rain
Control Program. It would also be compatible with a domestic credit-bascd svstem, if countries
choose to adopt emissions standards in some scctors and generate credits threugh exceeding
established regulatory standards or other regulatory baselines. 1rading could ziso be compatible
with other national approaches to implementation, including fiscal measures, z:though this needs
further consideration

Assumung there ts a budget-based protocol, there are several wavs tha: countries with
national emission caps might structure implementation. Some are described below  All ot these
arc workable, especially if certain common requirements, are met (see above) First, a party
could issue allowances equal to the national target to national emitters  This zapproach makes
emissions trading the fundamental underpinning of a domestic program and is most compatible
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with a budget-based protocol. If emussions are less or are expected to be less than the allowances

held at the end ot a compliance period (either by a government or a subnational catity), then the
extra allowances would be available for trading,

Second, a party could adopt conventional regulatory standards and national cmitters could
generate credits by exceeding these standards.  This may be a more incremental introduction to
ermissions trading for inexperienced nations and may be more compatible with policies and
measures under considerauon in developed countries  On the other hand, it may be more
complicated to reconcile credits with a national emissions budget because it must be determined
whether credits are surplus to the natonal target.

In countries using a policies and measures approach alone or with credit-based trading, or where
an allowance based system 1s used that does not cover all sources of cmissions (see below), the
country would have to. in some cases, project the future emissions impact of a group of policies
and measures (similar to U.S. State Implementation Programs for air pollution) or of the source
and perhaps the sector. It would be more difficult to show that trades arc surplus 1o a national
target because the assessment of national emissions is based upon projections of the baseline
activities and impacts of policies and measurcs (c.g . emission standards). These projections are
at the aggregate national level and they may bc imprecise for determining whether a possible
emission reduction credit from an individual source is truly above and beyond the national target.

Third, a party could issuc allowances to emitters for some sectors and allow generation of
credits for other sectors. This hybrid approach may be the most flexible. since it would al]ow
trading to proceed in the maximum number of sectors

Finally, a party could bubblc or average emissions with other countries. This may be a
relatively simple way to trade emission reduction obligations that would be attractive to some
countries. However, it could put U.S. at a disadvantage if certain countries decide to average
their emissions without including the U.S. (e.g., if thc € U decides to bubble). Also, the current
aspirational commitments of the FCCC have included a regional “bubble,” However, no clear
delineation of responsibilities and of an action plan that could meet the aggregate target has been
made available. In a legally binding and enforceable agreement, such a situation could be
problematic

VI Next Steps

The U.S will have to decide how much relative emphasis 1o put on the three main
mechanisms available for flexibility discussed in this paper  We will ha.¢ to consider the political
and practical interactions among these three programs, and between these policy issucs and the
overall structure of the commitment, other developing country considesations, likely national
strategies to meet their commitments, and compliance and enforcemer:

A AlJ

10
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A process s just getting underway within the UNFCCC Secretariat 1o resolve some of the
techrical issues surrounding AlJ. The Secretariat will be developing a work plan for the

_ next three years and deciding which issues should be solved. in what order and how The

U.S. could contribute significantly to the development and of this wark plan and support 1t
oncc it is developed.

Through bilatcral relations, the development of AlJ projects and the provision of financial
assistance to developing countries and EITs, the U.S. could continue to develop
stakeholders around the world who support the general flexibility concept underlying ATJ,
Joint lmplementation with credits, and GHG emissions trading

The U.S could withdraw support for AlJ (without credit) and let it fade away.

B. Joint Implementation With Credit

The US could begin building support in other countries to end the pilot phasc of AlJ and
push for JI with credits under the next Protocol. If this step 1s taken, the U.S could

develop options to cnsure that developing countries who participate i1n a system of JI with

credits have an incentive to graduate to full participation in an emissions trading regime
and the acceptance of a commitment and then advocate one of these opuions
internationally.

The UJ.S. could decide not to push for the end of the ALl pilot phase but rather to wait to
the end of the AIJ pilot phase (2000 or beyond if it is extended) to determine whether or
not AlJ works and whether to move to Joint Implementation with credit

The U.S. could decide not to support JI with credit (i.e. no mechanisms involving
countries without quartified national ernission commitrnents).

C. International Emissions Trading

The U.S. is currently researching how an emissions trading regime might work.

The U.S. could frame the debate on international GHG emissions trading internationally --
The U.S. is the only country with broad experience in emissions trading and an increasing
number of countrics have suggested that we take responstbility for framing the debatc and
demdnstrating that international cmissions trading is workable

While there is broad support among developed countries for the concept of emissions
trading, there is a widespread lack of understanding both in the general and detajlcd
mechanisms of how it can work. The U.S. could support an intensive phasc of education
internationally, to equip other countries to participate constructively in designing and
eventually carrying out a system.

The U'S could begin to answer some of the more detailed questions on how an
international GHG emissions trading regime might waork that are advanced in Section V

Drafted 11/8/96 Kete/Carter/Kruger/Leggett-Emil
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DEFINING THE FORM OF THE TARGET

Note: This paper is a draft for internal discussion purposes only. It is intended to outline issues rather than positions or
options, and does not reflect the views of any agency of the U.S. government.

In July of this year, at the Second Meeting of the Parties (COP-2) to the Framework
Convention on Climate Change (FCCC), the United States rejected calls by some nations for
short-term emissions targets that would disrupt our economy by coming on too quickly and
inflexibly (e.g., a 20% carbon dioxide reduction from 1990 levels by 2005). Instead, the U.S.
proposed that the Parties negotiate a legally-binding medium-term emissions target, incorporating
flexibility in time and place of implementation, including the use of reliable activities implemented
jointly (AlJ) and trading flexibility around the world. The U.S. also expressed interest in working
towards a longer-term concentration goal, as set out in the FCCC objective, recognizing that
scientific understanding and technology will improve over time.

This paper provides an overview of issues and options related to the design or form of a
target. It also identifies a number of issues for further analysis by the interagency analytic effort.
The following key issues are addressed in this paper:

* Should targets be defined relative to 1990 emission levels (like the current non-

binding aim), to emission levels in a later year, or to indicators of future population
growth or economic activity?

Should the “medium-term” target be set on a single-year basis? As average over a
multi-year period (e.g.,.3 to 10 years)? As a cumulative amount of emissions over
long-term period (e.g., 30 years or more)? In terms of contributions to
atmospheric concentrations?

Should the U.S. maintain its current position in favor of a comprehensive target
(i.e., all gases, sources, and sinks) or handle different gases in different ways?

-

In addition, the paper considers the interaction between the form of the target and several
other issues:

Conditions or options that might be built into the form or design of the target if the
current negotiation does not come to full agreement on the role of trading and AlJ
as envisioned in our COP-2 statement.

How negotiation and ratification considerations, as well as consideration of longer-
term concentration goals. relate to the choice of a target form.

Frequency of commitment reviews.
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* Possible incentives to encourage early reductions.

I. Target Forms and Periods
a. Baseline Issues

The existing non-binding aim of the FCCC calls for developed countries to return their
emissions to their 1990 levels by 2000. Most proposals to date for post-2000 commitments have
been stated in terms of changes from 1990 levels in a future year (e.g., 20% reduction from 1990
levels in 2005; 1990 levels in 2010). Other baseline alternatives could be considered:

A later vear than 1990. Changing the base year affects the relative position of countries
that have had different emissions growth rates in the 1990s. A base year later than 1990 (e.g.,
1995) would favor countries such as the U.S. that have had relatively fast emissions growth since
then. It would disadvantage countries such as the U.K. and Germany that have reduced emissions
since 1990, and especially disadvantage Russia and other countries with economies in transition
(EITs) that have had sharply declining emissions due to reductions in economic activity (hopefully
temporary) and energy market reforms (hopefully permanent). Raising this issue could complicate
-and slow the negotiating process.

1990 ““adjusted” for weather or economic cygles. In national reports submitted under the
FCCC, a few countries unilaterally adjusted their baselines to reflect weather, economic, or
énergy market conditions in 1990, altering the relative position of different countnies. The current
Convention, which includes only a non-binding “aim” for 2000, gives no guidelines or limitations .
for such adjustments. In the context of a legally binding target, any adjustment methods would
have to be internationally negotiated and agreed upon.

An average of several years. If there were concerns that unrepresentative weather or

economic conditions in the base year unfairly affected the Parties relative position, they could
agree to use the average of several years (e.g., the average of the 3 or 5 years surrounding 1990).

ions. Another approach could be to reduce
emissions by a specified percentage from what they would otherwise have been under “business as
usual” in a future year (e.g, 20% reduction from projected 2010 emissions). This raises difficult
questions concerning the choice and validity of any underlying model to project the “business as
usual” reference case.
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b. Target Form Proposals

(1) Single-Year Targets. Proposals for future commitments made to date by other
Parties define both the target level and the base in terms of single-year emissions levels. For
example, one proposal would have each Party meet its 1990 level of greenhouse gas emissions in
2010, and presumably in each year thereafter.

A single-year target has the disadvantage of being sensitive to short-term variation in the
weather, energy prices, and business cycles. Unusually hot or cold years, for example, can cause
U.S. emissions to swing by + or - 25 million metric tons of carbon (MMTC) -- about 2% of total
U.S. emissions and about 40% of the reduction sought by 2000 in the U.S. Climate Change
Action Plan. Because swings in weather, energy prices, or economic cycles cannot be predicted
with confidence, a single-year target would require each country to build in an extra margin of
GHG reductions to ensure compliance, rasing both cost and environmental effectiveness.

(2) Multi-Year Average Targets. A short-term (3 to 10 year) multi-year average target
would be less sensitive to short-term variation in weather, energy prices, or business cycles,
reducing the need for an extra margin of emission reductions to assure compliance. This, in turn,
might enable the Parties to agree on a more stringent target.

Fomn. Either “block” or “rolling” averages could be used. With “block” averages, each .
defined time period lies end to end (e.g., 2010-14, 2015-19). Compliance would be determined at
the end of each block of time, looking at average emissions over the period (e.g., every five
years). With “rolling” averages, each year begins a new time period that overlaps the prior and
following periods (e.g., 2010-14, 2011-15, 2012-16). Compliance would be determined at the
end of each year, looking back to the average emissions of the preceding period (e.g., the
preceding five years). Both block and rolling averages smooth out year-to-year variation
associated with weather, energy prices, and economic conditions. Block averaging offers
- additional flexibility for a Party to determine the pace at which the emissions “budget” for the
period will be expended (evenly, front-loaded, or back-loaded) in accordance with its national
circumstagces. (This issue is explored further with regard to longer-term cumulative emissions
targets, below). _ '

How long? A multi-year average target could be set for periods of various lengths (e.g., 3
to 10 years). Analysis of weather variation, energy price fluctuations, and business cycles is
needed to illuminate how much smoothing of weather and business cycles is provided by rolling
average targets of various lengths.

Role of banking and borrowing. Multi-year averages inherently incorporate some degree
of banking and borrowing. If emissions are below the target in any one calendar year, that
amount automatically can be carried over to offset higher-than-target emissions in other years
within the same five-year periods.
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Banking or borrowing could also take place berween multi-year average periods. For
example, in a “block™ average system, emissions amounts “unused” during one period could be
banked and carried over to a later period. Such an approach rewards efforts to make early
reductions. Borrowing from a later period in order to emit more in a current period raises more
complex issues, however. (These issues are treated more fully in discussion of long-period
cumulative targets, below.)

(3) Longer-Period, Cumulative Targets. A cumulative target for longer periods (e.g.,
20 or 30 years or more) could give parties flexibility over longer periods than the shorter-term
multi-year average target concept already discussed.

- Fomm. Each party would be assigned a cumulative emissions budget for a longer-term
period (e.g., 2010-2040, 2000-2050). Each party would then be free to determine how fast to
consume its cumulative emissions budget over the period, in accordance with its national
circumstances. For example, one country may choose to defer emission reductions to later in the
period, and to let emissions continue at or even above current rates in the early years. Another
may choose to set a tighter budget for the early years, with less steep reductions in later years.

A variant of this approach would add consideration of the role of sink processes that -
remove carbon from the atmosphere. Targets would be set in terms of a Party's allowed
incremental contribution to atmospheric concentrations at a given future date. Reductions late in
the period may be more valuable in meeting such a commitment than early ones, since the impact
of early emissions on atmospheric concentrations would be reduced in any event by the operation
of sink processes. Substantial scientific uncertainty about the operation of current sink processes,
as well as the possibility that sink processes themselves would be affected by climate change,
would complicate application of this variant.

“Flight plans” and banking/borrowing. Each Party would be required to file a “flight plan”
committing to the rate at which it will consume its emissions budget over the whole period. An
intermediate reporting and review process would be necessary to assure that each Party was
staying orrits “flight plan.” For example, the longer-term period could be divided into sub-
periods, with each Party indicating how much of its budget will be used in each sub-period.
Deviations from "flight plans" could be treated in two distinct ways: as a form of non-compliance
that subjects the deviant to whatever enforcement mechanisms are available, or as a trigger that
requires a deviant Party to file an updated plan that puts it on a path to meet its original
obligation. With respect to both original and updated flight plans, consideration would have to be
given to how much borrowing should be allowed from later in the period (i.e., the consequences
of “falling behind™). A limit might be needed to prevent a Party from using up its entire budget
before the multi-decade period ended.

How long? A longer-term cumulative target of 30 years or longer is suggested by the
desire to avoid prematurely retiring long-lived energy-related capital stock. and by reliance on
technological progress to bring forth cleaner and lower cost technology.
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For example, the United States might want to take account of the replacement cycle for its
existing coal-fired power plants, which are responsible for roughly 30 percent of current
U.S. carbon dioxide emissions. Most energy analysts project significant rates of
replacement,of current coal-fired plants in the 2015 to 2025 period and beyond, although
replacement rate predictions are uncertain given the option of refurbishing plants to extend
their lifetimes. A cumulative budget that allowed reductions to be deferred to late in the
period would conserve this capital stock and require less capital to be used for emissions
abatement early in the period. Further cost reductions would accrue from back-loading

the mitigation profile if time improves the efficiency of replacement sources and brings
down their costs. -

One study of both capital stock turnover and replacement cost issues in the U.S.
concluded that, assuming agreement at this time on a 50-year cumulative emissions budget
for developed countries, no changes in the budget over the 50-year period, and perfect
foresight among firms, flexibility to allocate emission reductions over the 50-year time
span could reduce overall costs by 40 percent. The savings would be less if the budget
period is shorter.

The potential savings would also be affected if (as is almost certain to be the case) the 50-
year cumulative target cannot be guaranteed and is subject to periodic review and
adjustment based on developments in science, technology, and economics. Since scientific
understanding of the rate and severity of warming is likely to continue improving, targets
are likely to be repeatedly reviewed and reconsidered over the next 50 years. If
commitments were tightened before the end of a cumulative budget period, the potential
savings would be reduced; if they were loosened, savings would increase.

The rate of technological improvement and cost reduction is also uncertain and subject to
policy influence. A target that requires relatively early, but non-Draconian, reduction
efforts will send a signal to the private sector that can be expected to accelerate the rate at -
which current technology is applied and improved technology developed. As an example,
while it first appeared that eliminating ozone-depleting clouroflourocarbons from building
“chillers” would force costly early retirements of existing units with 30-year expected
lives, redesigns stimulated by the phase-outimproved energy-efficiency beyond historical
or expected rates of improvement; reduced operating costs now make it profitable to
replace existing units early. An important question is whether policy-driven acceleration
of technological progress in one sector of the economy can be achieved only by diverting
resources from technological progress in other sectors, slowing overall labor and capital
productivity growth. The Interagency Analysis Team is further considering these issues.



Draft - November 12, 1996 - p. 6

¢. Differentiation

Some developed countries are now calling for "differentiation” in their new commitments,
rather than a common commitment related to a common base year. For example, Japan has
proposed setting the target in terms of a percentage change in base-year per-capita emissions,
which would be easier for Japan to meet than the same percentage reduction in national aggregate
emissions. Australia has suggested a formula based on various economic indicators, intended to
compensate for competitive disadvantages that Australia asserts flow from common targets. A
formula including adjustments for population growth would benefit the U.S. relative to Europe
and Japan (which have stagnant population trends), but if this approach were used in future
rounds of negotiations, it would disadvantage all developed countries relative to countries such as
India and China, which have very low per-capita emissions and higher population growth.

Another approach that could be advanced is a target adjusted for GDP growth rates. This
would respond to concemns that a country experiencing unexpectedly high growth should not be
"penalized” by having to live with a fixed emissions budget. On the other hand, it might be
reasonable for that country to devote a portion of its increasing wealth to the added cost of living
within the fixed emissions budget. Targets could also be based on changes in base-year energy
intensity, or GHG emissions per unit GDP. These approaches would reward countries for
becoming more efficient in the use of energy (and in the emission of other GHG's). These
approaches all share the drawback of not limiting total emissions from the covered countries to a
fixed level, since the amount of emissions allowed becomes a function of other variables. In
addition, some such formulae could work to the disadvantage of developed countries if they are
applied in later rounds addressing limits for emissions from developing countries.

Most differentiation proposals made thus far would disadvantage the United States. The
U.S. could respond to these proposals with a differentiation proposal of our own constructed to
work to our advantage. To date, however, the U.S. has opposed differentiation among Annex I
countries altogether for two reasons. First, we have argued that differentiation would be a
negotiating nightmare, because each proposal benefits some parties at the expense of others.
Second, the U.S. has urged that the Parties make use of emissions trading and flexibility in the
timing of ®missions reductions to overcome differences in national emission reduction costs (e.g.,
cost per ton reduced).

Assuming that we maintain this position of basic opposition to differentiation among the
current Annex | Parties, we should recognize that new OECD members. such as Mexico and
South Korea (membership pending), are unlikely to accept the same target as other developed
nations. These countries have graduated from developing country status, but they are still much
less developed than the core OECD countries and have much lower per-capita emission rates.

A final issue relates to the differentiation in opportunities for trading rather than in the
emissions mitigation commitments themselves. The European Union has used a collective
reporting approach in evaluating its own progress towards meeting the existing. non-binding
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emissions mitigation aim, implicitly trading off emissions increases in some countries against
reductions in others. However, to date the U.S. has strongly opposed allowing the European
Union to meet any new legally-binding mitigation commitments on a collective "bubbled" basis
unless developed countries outside the European Union are afforded a similar opportunity for
trading. Adherence to such a position advances both U.S. interests and makes it more likely that
we will achieve our flexibility objectives.

II. Treatment of Various Gases

The current Climate Convention covers all GHGs except those controlled under the
Montreal Protocol (the treaty that protects the ozone layer); the excepted gases are being phased
out or limited for ozone protection reasons. The principal greenhouse gases other than carbon
dioxide are methane, nitrous oxide, and a class of industrial gases containing fluorine, many of
which are replacements for cloroflourocarbons. Globally, these gases represent about 30% of the
added radiative forcing to the atmosphere since pre-industrial times. The FCCC also covers
emissions “sinks” of carbon dioxide as well as “sources.” Significant amounts of atmospheric
carbon are released by deforestation and some agricultural and land management practices.
Reforestation can also remove carbon from the atmosphere. '

The U.S. supported inclusion of all GHGs and inclusion of both sources and sinks -- the
so-called “comprehensive approach” -- during negotiation of the current FCCC, and we used this
approach in constructing our Climate Change Action Plan (CCAP). Reductions in emissions of
gases other than carbon dioxide constitute about 30 percent of the reductions counted on for
meeting the CCAP’s goal of returning U.S. greenhouse gas emissions to 1990 levels by the year
2000. Sink enhancement accounted for 10% of CCAP reductions. Many developed countries
have eschewed the comprehensive approach, choosing instead to establish separate targets for
each gas, focus only on policies and measures for non-CO2 gases, or ignore these gases entirely in
their national action plans. Proposals for emissions “targets and timetables" now on the table
generally focus only on carbon dioxide emissions.

Different GHGs may present different strategic opportunities from the perspective of
effects on the climate system. Methane reductions are especially important given concerns about
the rate of warming over a decadal scale (see above). Methane has a short atmospheric lifetime,
meaning that reductions in methane emissions produce lowered atmospheric concentrations more
rapidly than reductions in emissions of carbon dioxide or other GHGs. If a priority goal is to limit
the rate of warming over the next few decades, methane reduction is extremely valuable.

Looking to the period to be covered by the medium-term target, analysis could illuminate
whether including all greenhouse gases increases or decreases the overall burden of a given target,
as compared to the same target for carbon dioxide alone. For the U.S. (as well as other
countries), methane currently may be more cost-effective to control than carbon dioxide when
gases are compared on an equivalent basis (see below). Indeed. net reductions in methane, and
net increases in the forest sink, were used in the U.S. CCAP to offset growth in carbon dioxide.
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The fluorinated industrial gases, however, are growing rapidly from a baseline of near-zero and

may be more expensive to limit. Including them in the CCAP made meeting the target of 1990
levels by 2000 more difficult to achieve.

It should be noted that CO2 emissions from fossil fuels (85 percent of all U.S. greenhouse
gas emissions) can be estimated with a high degree of certainty from readily available data on
fossil fuel production, imports, and consumption. All other sources of emissions are more
uncertain, with some sources (land use change, nitrous oxide emissions from agriculture, some
methane sources) being highly uncertain. This suggests that a drawback of including all sources
and all gases in a comprehensive target is that national compliance may be more difficult to assess.

Assuming continued pursuit of a “comprehensive” approach, each Party could be given
- flexibility (1) to decide the “shares” of the overall GHG target that it will assign to different gases
and sectors, and (2) to allow trading among gases and sectors in order to encourage the greatest

- and most cost-effective reductions. Several issues are important to consider in regard to inter-gas
trading.

Different levels of measurement certainty for various sources and sectors. Emissions from
some source types are readily quantifiable, while emissions from others are subject to very large
uncertainties. CO, emissions from individual power plants are easily monitored (indeed monitors
are already in place in the U.S. as a by-product of the Clean Air Act's acid rain program). CO,
emissions from individual cars are not known so precisely, but they are uniform enough for use of
emission factors and averaging. On the other end of the speétrum, carbon uptake by trees is
uncertain for the U.S. as a whole and highly uncertain for specific tracts of forest. Similarly,
methane reductions from improved cow nutrition can be estimated on a national basis, but
estimates at the level of a particular dairy may be subject to great uncertainty. Trading among
different gases and sources might be limited by the need for information on emissions and
emission reductions to meet a reliability threshold.

Gas equivalence ratios. GHGs can be compared using indexes of “global warming
potential” (GWP). The relative strength of the gases varies, however, depending on the time
scale being considered. Methane, for example, is considered 22 times more potent, pound-for-
pound, than carbon dioxide on a 100-year basis. Its relative importance is even higher on a short-
term timescale (e.g., 20 years). The Parties could agree to allow inter-gas trading based on the
100-year GWPs. Alteratively, if slowing the rate of warming in the next few decades is given
priority, then a shorter-term GWP might be preferred for inter-gas trading.
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III.  Interactions With Other Key Issues
(a) The Form of the Commitment and Emissions Trading

An appropnate emissions trading regime is important to serve three important U.S.
objectives. The first is cost-effectiveness: analysis shows that emissions trading involving both
developed and developing countries has substantial potential to reduce the costs of achieving a
given change in greenhouse gas emissions (or to reduce emissions within a given resource
constraint). As discussed in other papers, emissions trading can also promote two other key U.S.
objectives -- encouraging developing country "opt-ins" to emissions mitigation commitments and
encouraging all parties to comply with their commitments.

At COP-2 the U.S. stated that its support for a binding medium-term target was
premised on the availability of emissions trading around the world and reliable AlJ. It is possible,
however, that agreement on trading provisions of appropriate scope may not be agreed upon by
COP-3 in 1997. The pilot phase on “activities implemented jointly” (during which the transfer of
emissions credits is excluded) will not be completed before COP-3, and some developing
countries could attempt to block discussion of trading or joint implementation in this round on
that basis. There are several ways that this situation might be addressed:

. Conservative approach: Set a target the U.S. would be willing to meet without trading,
: recognizing that trading may not materialize. The possibility that trading might not be
- available could put added value on flexibility over time.

.. Conditional approach: Develop a commitment that explicitly conditions the developed
countries’ target on a future determination regarding access to emissions trading on a
global scale.

. Financial option approach: Include an option for parties to make contributions to an
“Emissions Reduction Fund" (ERF) in lieu of making emissions reductions. The fund’s

resources would be used to secure additional emissions reductions beyond those required
by-any FCCC obligations. If desired, the ERF could be structured to serve as a
supplement to, as well as a substitute for, emissions trading, providing an assured market
of last resort through which Parties could buy reductions required to meet their
commitments. Depending on the intended purpose, the charge for meeting emissions
reduction obligations through the fund could reflect the estimated cost of available low-
cost mitigation opportunities plus some administrative premium, or a higher charge to
penalize those who resort to the ERF. Use of the fund mechanism could be limited to
some fraction of an overall emissions limitation obligation.
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(b) Consequences of Form and Timing for Negotiation and Ratification

The form and timing of the target can have interrelated consequences for the dynamics of
the international negotiating process and subsequent prospects for domestic ratification and
implementation.

The U.S. is on record as supporting a “medium-term” target. Many believe that medium-
term translates into a date somewhere between 2010 and 2020 (dates reflected in the Berlin
Mandate and the Geneva Declaration), but there has been no definitive decision. For an averaged
target of a decade or less, a date identified as being “medium-term” could refer to the start, the
mid-point, or the end of the period. For a longer-term cumulative target, the "medium term"
could refer to either the start date or the date of the first “flight plan” review.

In terms of the negotiations, commitments that incorporate flexibility could provide an
attractive provide an attractive alternative to the briar patch of explicitly differentiated
commitments. However, some might interpret an effort to either maximize trading or timing
flexibility or delay the start date of new commitments as an indicator of a lack of seriousness or
purpose about the climate issue. This could create obstacles for efforts to negotiate further
commitments for developing countries, which will be necessary in view of their projected
emissions growth.

The form of the target also has implications for ratification and implementation prospects.
Given a determination regarding the meaning of "medium-term," the form of the target can
directly affect the length of the window for ratification and implementation. Because greenhouse
gas emissions have a strong underlying trend and momentum (independent projections suggest
that U.S. CO2 emissions in 2000 will be more than 10 percent above their 1990 level, and
trending up) there is a risk that an inflexibly structured agreement could quickly become a dead
letter unless it achieves immediate ratification and implementation (R&I). Absent immediate R&I,
the outcome could mirror our experience with current efforts to return to the 1990 emissions level
by 2000, which we no longer seriously consider pursuing only three years after undertaking them.

Provision of flexibility need not conflict with environmental performance -- the Chairman
and Chairman-elect of the Intergovernmental Panel on Climate Change have publicly stated their
belief that delayed reduction profiles to a given concentration level are likely to be
environmentally indistinguishable from more accelerated profiles. Since flexibility raises the
probability of ultimate R&I success by building in the opportunity for multiple attempts should
initial efforts be unsuccessful, it could be argued that flexible approaches are preferable on

environmental as well as cost grounds once R&I risks inherent in the process are taken into
account.

Policymakers should also recognize that, for a given target form. adoption of a later "start
date” can provide another means of increasing the length of the window for ratification and
implementation. For this reason, the choices of a start date and the choice of a target form may
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be seen as interrelated with respect to any desire on the part of policymakers to provide for
multiple opportunities for R&I.

(c) Relationship of Target Form and Concentration Goals

As mentioned at the beginning of this paper, the U.S. statement at COP-2 in July
suggested the need to continue working towards a longer-term concentration goal (e.g., for 2050
or 2100), as set out in the FCCC’s “ultimate objective” of stabilizing greenhouse gas
concentrations at a level that avoids "dangerous” interference with the climate system. Working
towards such longer-term goals would respond to requests from some U.S. business interests for

a signal as to our long-term trajectory, and also provide a strong message to all governments that
- limitations will be needed over the long-term on emissions from both developed and developing
countries.

The prospect of longer-term concentration goals bears directly on both the level of the
medium term target (not discussed in this paper) and its form. Analysis can describe a large set of
emissions paths consistent with any future atmospheric concentration level that might be of
interest (¢.g. a doubling or tripling, or equivalent doubling or tripling, of pre-industrial carbon
dioxide levels). Emissions to date have already rendered some concentrations unreachable. The

lower the concentration level of interest, the more restricted are options for future emissions
paths. :

Policymakers will also need to consider the relationship between medium-term targets
and the longer-term concentration goals they might ultimately want to pursue. Analysis can help
to determine the extent to which the desire to keep particular longer-term concentration
objectives open would impact on the choice of both a target form and target level in the medium
term. (As noted above, a medium-term target using a cumulative emissions approach would
always be subject to revision. Should very low concentration levelsultimately be targeted, a
medium-term target set in the form of cumulative emissions over an extended period might need
to be revised to reduce emissions budgets prior to the end of the originally contemplated period.
This prospect will have to be considered by Parties, and emitters located within their borders, as
they seek to exploit any timing flexibility that may be provided. Parties or firms who are
“surpnised” by such changes may ex post incur greater than anticipated costs, reducing or
eliminating any cost savings from the initial adoption of timing flexibility.

An additional factor to consider is scientific concern over the rate of warming on a
decadal scale, in addition to cumulative warming over a longer period. High-speed warming
could exceed the adaptation capabilities of ecosystems and individual species. Our principal point
of leverage on the rate of warming may be control of methane, which has a concentrated impact
on warming during an atmospheric lifetime that is shorter by a factor of 10 or more than that of
other important greenhouse gases.
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(d) How Often Is the Commitment Reviewed?

The FCCC contemplates a periodic review of commitments, based on up-to-date
scientific, technological, and economic assessments. The first review will be completed in 1997,
five years after the Convention was adopted. The next major scientific assessment report is
scheduled for 2000 or 2001, but no decision has yet been made on when the next review of
commitments will be completed. Five years seems to represent a minimum interval for the
accumulation of significant new information and for conducting a diplomatic endeavor of this
magnitude, but longer intervals might also be considered.

Given emissions trends in the developed and developing worlds, it is clear that meeting the
ultimate objective of the Convention (stabilization of atmospheric concentrations of greenhouse
gases at a level that prevents dangerous human interference with the climate system) will require
limitations on emissions from both developed and developing countries. Since it is a negotiating
reality (reflected in the terms of the Berlin Mandate) that new commitments for developing
countries will not be agreed to in this round, questions need to be asked as to when should be the
deadline for completing the next round of negotiations, and what should the scope of that
negotiation include.

One approach would be for the U.S. to seek a next round focussed on developing country
commitments, in order to avoid pressure for further action by developed countries before
developing countries take on emissions targets: Realistically, however, we may be unable to
definitively rule out review of developed country commitments. How quickly to expect a more
forthcoming attitude from developing countries may depend on how successful we are in this
round in creating an emissions trading/joint implementation framework in which developing
countries, as well as developed ones, see benefits of participation.

(e) Incentives for Early Reductions

Most proposals already tabled or likely to be advanced in the future contemplate a 10- to
20-year period before the first “medium-term” target takes effect. It would be desirable to create
incentives.to encourage early reductions during this period. One approach would be to define a
baseline emissions path for this interval. While Parties would not be required to stay within that
baseline during that interim period, they could bank any reductions below that path, for use
against later commitments. Another approach, in connection with a long-term cumulative
emissions target, would be to begin the long-term period immediately (e.g., 2000-2050).
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Reaffirming and Continuing to Advance
the Implementation of Article 4.1 Commitments

Issue

What specific proposals should the United States advocate
to "reaffirm and continue to advance the implementation of
Article 4.1 commitments?"”

N iatin j iv

To ensure that action by developing countries is part of a
protocol/amendment to the U.N. Framework Convention on Climate
Change.

To ensure appropriate balance between the actions taken by
developed countries and actions taken by developing countries
pursuant to the protocol/amendment.

Rackground

Greenhouse gas emissions in developing countries are
growing rapidly. By the year 2020 they are projected to exceed
the emissions of the developed world. China is now the world's
second largest greenhouse gas emitter (after the United States).

Developing countries must be part of the protocol/amendment
because:

(1) action by the developed world alone cannot solve the
problem of global climate change, and

(2) it will be difficult to persuade stake holders in
developed countries to take additional action if developing
countries are not also seen to be taking some action;

(3) developing countries may otherwise gain competitive
advantage
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In negotiations toward the Convention, participants largely
acknowledged that the environmental benefits of developed
country efforts to return their greenhouse gas emissions to
1990 levels by the year 2000 were not quantifiable; the "aim"
of the Convention was largely political -- a small downpayment
toward reaching the Convention's ultimate objective (the
stabilization of atmospheric concentrations of greenhouse gases
at a level that will prevent dangerous human interference with
the climate system).

In this regard, little has changed since 1992. Whatever
step developed countries are prepared to take in negotiations
toward a new legal instrument will also largely be
insusceptible to quantification in terms of its environmental
benefits. It will likewise be difficult if not impossible to
measure the environmental benefit of action by developing
countries.

In the absence of an environmental metric, the benefits of
action by developed countries and action by developing
countries can be measured only relatively -- both on a
political scale, and each largely in terms of the other.

Politically, it will be indispensable to include developing
countries in the new legal instrument. Without developing
country participation, it will be difficult for developed
countries to summon domestic political support for additional
action by them. For this reason, incliuding developlng

countries in any next step has long been a sine gua non of U.
policy.

.Diffgrentiagign

The issue is how to include them. Article 3 of the
Convention provides that, "The Parties should protect the
- ¢limate 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 [emphasis added].
Accordingly, the developed country Parties should take the lead
in combating climate change and the adverse effects thereof."
Article 4.1, which pertains to all Parties, also speaks of
their "common but differentiated responsibilities."

Therefore, under the Convention there must be appropriate
balance -- or differentiation -- between the actions of
developed countries and those of developing countries. This
"differentiation" is rooted in their "responsibilities"
(historic emissions) -- the usual emphasis of developing
countries. It is also rooted in their "respective -
capabilities" (resources available to respond) -- the
preferred emphasis of developed countries.
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The Convention differentiates between developed and
developing countries by requiring all Parties to take the
actions set forth in Article 4.1 and by requiring developed
countries to take the additional actions set forth in Articles
4.2, 4.3, 4.4, and 4.5. Differentiation is also evident in
Article 12°'s reporting requirements.

The Berlin Mandate further differentiates between developed
and developing countries. It provides for strengthening the
commitments of developed country (Annex I) Parties by
elaborating policies and measures and setting quantified
limitation and reduction objectives within specified
timeframes._ It also provides that the process will not
introduce any new commitments for developing country Parties,
but will reaffirm existing Article 4.1 commitments and continue

to advance the implementation of these commitments.

"Differentiation” is thus central to the Convention and to
the Berlin Mandate. It is also reflected in the Geneva
Declaration (July 1996), which provides that the "outcome" [of
the negotiations] should encompass commitments for Annex I
Parties regarding policies and measures as well as "quantified
legally-binding objectives for emission limitations and
significant overall reductions within specified timeframe. The
Geneva Declaration also specifies that the "outcome" should
encompass "commitments for all Parties on continuing to advance
the implementation of existing commitments in Article 4.1."

. [Note: Arguably, the Geneva Declaration -- which speaks to
the "outcome" of negotiations -- offers greater assurance that
developing countries will be part of the next step than the
Berlin Mandate itself, which speaks only to what the
negotiating "process" should include. ]

Developing Country Perspectives

In the negotiations that led to the Berlin Mandate, the
Group of 77 (G-77) (the developing country caucas in the United
Nations) strongly resisted undertaking any new commitments.
Leaders of this effort included notably China and India.
China, in particular, felt that there was no need to begin
negotiations toward a new legal instrument in Berlin, that the
Parties should first implement the Convention's existing
commitments for an indeterminate period. They reacted very
negatively to the German "Elements Paper" (an early effort to
set forth basic elements of a protocol. The German paper
called for new commitments from developing countries; the G-77




so soundly rejected the German paper that they allowed no
reference to it in the Berlin Mandate. Even the protocol
proposed by the Alliance of Small Island States (A0SIS) touched
off a firestorm within the G-77 because it suggested that
developing countries might take some, albeit minor, actions.

Ultimately, the G-77 relented and agreed that negotiations
could begin -- but they were adamant that these negotiations
involve no new commitments for developing countries. Developed
countries, in particular the United States, insisted that
developing countries must be involved in the negotiations and
that the new legal instrument must include action by developing
countries.

The compromise ultimately agreed provided that all Parties
would "reaffirm" their existing commitments and "continue to
advance the implementation" of those commitments. To some
developing countries, this provision was hollow; their
representatives have since asserted that developing countries
will do nothing beyond what they are already doing. To most
developed countries, this provision means that developing
countries will be included in the new legal instrument, which
will elaborate to some extent on their existing commitments.

Establishing the Continuum

Not yet established in the negotiations is the concept of a
continuum with respect to "continuing to advance the
implementation of Article 4.1 commitments." At one end, very
little beyond existing implementation efforts might be
- expected; at the other end, the distinction between "continuing
to advance the implementation of existing commitments" and "new
commitments"” might almost be lost.

Where precisely along the continuum of possible actions we
would expect developing countries to end up will depend on how
far developed countries are prepared ultimately to go in their
own "next step." It will also depend on the polical judgment
developed countries reach about the concommitant action they
will need from developing countries to achieve the kind of
rough symmetry that their domestic constituencies will demand.

To settle at some future date on a point along a continuum,
it will be critical soon to establish it conceptually and to
suggest potential parameters. This could be done in U.S.
interventions at the AGBM's Fifth Session in December. Waiting
much beyond- December will create several problems: 1) what to
say in December, if not this; 2) when else to begin laying the
ground for potentially significant action from developing
countries; 3) how to begin rallying other developed countries,
recognizing that unity among them will be important in the
negotiations. '
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With three likely negotiating sessions (March, August and
October) after the AGBM's next meeting and before Kyoto in
December 1997, not much time remains in which to posit a
conceptual approach, rally developed countries and persuade
developing countries.

ions A h ntinuum

The continuum of approaches that could be proposed is
extremely broad and includes actions both humble and grand. It
may aid evaluation to consider them in several categories.

They are labeled here simply by letter (categories A-E), which
correspond, however, to increasing levels of action.

At the low end, actions proposed would entail little
controversy, but neither would they achieve significant
reductions in greenhouse gas emissions. At the high end,
actions proposed could lead to meaningful greenhouse gas
reductions but would be extremely controversial and difficult
to negotiate; they could also give rise to developing country
demands for substantial increases in development assistance,
Global Environment Facility (GEF) funding, technology transfer,
etc. Actions higher up along the continuum would also
presuppose a higher level of action from developed countries.

Governments participating in the GEF will be engaged in .a.
major replenishment effort in 1997. While this effort may not
be concluded before 1998, developed country efforts to involve
developing countries in the new legal instrument will likely
- give rise to calls from developing countries for higher levels
of GEF funding -- the more significant the actions expected of
developing countries, the stronger the chorus for increased GEF
funding. U.S. contributions to date to the GEF ($190 million
appropriated) suggest that the United States will fall
significantly short of its 1994 pledge of $430 million. Thus,
even if the United States were disposed to increase its future
contributions to the GEF, we have a credibility problem both

among other donors and recipients that will be difficult to
overcome.

Note that implicit in the actions listed below 1is
acceptance of the Berlin Mandate proscription against "new
commitments" for developing countries. While the provisions of
the Berlin Mandate might themselves be overturned, this would
come at a very high price, including, most likely, a virtual
meltdown of the negotiations. Although some have argqued that
developed countries should take no additional action unless
that action is matched by developing countries, most developed
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countries accept that the threat of global climate change is
too serious to risk a stand-off in which global greenhouse gas
emissions continue to grow unabated.

Also implicit in the actions listed is acceptance of the
political imperative to show "progress" within the four corners
of the new legal instrument. While it would be possible to
pursue a strategy in which the United States or a somewhat
broader segment of developed countries (e.g., the G-7) sought
to change the development path of key developing countries
through bilateral or multilateral efforts outside the
Convention, it is questionable whether such progress outside
the new legal instrument could be used to justify new developed
country commitments in the instrument. Appearance and politics
militate against this approach, whatever its practical
advantages might be.

The categories here are obviously subjective. There is no
systematic basis for including a particular action at the high
end of one category or the low end of the next. Moreover, the
categories and the possible actions within them are not
mutually exclusive -- it would be possible to choose particular
items from among the categories. Still, the categories listed
may serve roughly to differentiate among various possible
options, recognizing that there has as yet been little
substantive discussion in the AGBM sessions of how to "continue
to advance the implementation of Article 4.1 commitments."

Category A

This category of options may include some or all of the
following:

1) Stressing the vulnerability of developing countries to
the impacts of significant climate change, and
systematically documenting the local (national)
benefits to be gained from actions to respond to
climate change

2) Developing guidelines for domestic processes to
implement commitments under Article 4.1

3) Urging developing countries to implement "no regrets®
measures to address (mitigate) greenhouse gas
emissions that are make sense in their national
circumstances
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4) Proposing to expand the U.S. "Support for National
Action Plans (SNAP) Program (the successor to "Country
Studies") to help developing countries identify and
implement such "country-driven" (nationally
determined) "no regrets" measures, essentially seeking
to replicate internationally U.S. voluntary programs
under the Climate Change Action Plan of 1993

5) Using investment guarantees to encourage U.S. firms to
support developing country efforts to implement such
cost-effective measures

Options in this category would require little of developing
countries beyond what they are already doing. Domestically,
they could require some additional work (seeking to use
investment guarantees, which could engender domestic opposition
if pursued vigorously) or commitment (expanding the SNAP
Program). They would not be controversial or provocative. It
might be possible to implement them without signficant
expenditure (or calls for significant additional funding from
developing countries). They could be reflected in the new
legal instrument to demonstrate that developing countries were
moving forward to some extent (e.g., a commitment to implement
"country-driven", cost-effective measures).

Category B

Options in this category would constitute more of a

departure from the status quo than those described above. They
might include such items as:

1) Promoting an in-depth review process, similar to that
of Annex I Parties, for the initial and subsequent
national communications of developing countries (this
could involve amending Article 10.2(b) of the
Convention to specify clearly that the Subsidiary Body
on Implementation, or a counterpart body under the new
legal instrument, would be empowered to consider
information submitted by each Party individually; it
could also involve expanding the powers of such a
body, e.g., by enabling the Conference of the Parties
to 'elaborate' further the functions and terms of
reference of the SBI or new legal instrument
counterpart body)
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2) Developing a common menu of “no regrets” actions
‘(provision for doing so and for revising the menu from
time to time could be included in the new legal
instrument, although the menu itself would be
established through decisions of the Conference of the
Parties) and urging that developing countries
periodically and systematically review the menu and
"order"” such items as could be justified in their
national circumstances

3) Proposing new provisions to engage developing
countries more effectively in technology cooperation
and diffusion (this could be shaped in such a way that
developing countries, as the primary beneficiaries,
would have little objection -- that is, it need not
include references to 'market reform' or 'removing
barriers to technology diffusion', but could involve
participation. in a revitalized Climate Technology
Initiative or various elements thereof)

"To date the United States has tended to view the
development and implementation of a review process for national
communications of developing countries as a part of ongoing
efforts to implement the Convention. In this sense, the United
States has been unwilling to "count" such efforts as
"continuing to advance the implementation of existing
commitments" under the Berlin Mandate. Still, having just
adopted gquidelines for initial communications of developing
countries at the Second Conference of the Parties in July 1996,
the issue has yet to be joined. Experience in negotiating
- those guidelines has proven that a significant effort will
likely be required to develop and implement a meaningful review
process, particularly in view of developing country
sensitivities and in view of language they successfully
included in the Convention that presents obstacles to doing so.

In the context of a new legal instrument, clarifying that
national communications of developing countries would be
subject to individual, in-depth review (not merely review in
the aggregate) would be a meaningful change.

Other options in this category could be structured in such
a way as to avoid issues that would provoke developing
countries while still advancing efforts to implement existing
commitments. None should directly involve significant cost or
fuel developing country demands for significantly enhanced
funding commitments from developed countries.
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Options in this category go beyond those in Category B.
Because they would largely require developing country
acquiescence, rather than active agreement, or because they
could be accomplished in other fora (e.g., the GEF Council),
they could perhaps be accomplished with persistence and
determination. Such options largely focus on using
"conditionality" with respect to existing funds to promote
greater engagement in addressing climate change within
developing countries. They might include:

1) Proposing that future GEF funding be conditioned on
submission of an initial national communication
(report)

2) Requiring that GEF project proposals from each

developing country in the climate change focal area be

ranked according to their effects on greenhouse gas
emissions and that the GEF establish rigorous funding
requirements linked with such rankings (either for
individual countries or among proposals submitted by
all eligible countries)

3) Promoting comprehensive changes in the lending
practices of multilateral financial institutions to
condition loans and grants on certain policy changes
in key sectors (e.g., energy demand/supply,
transportation, agriculture) designed to encourage
greater attention to climate change concerns and

greater participation in the global effort to address

them

Options in this category would need to be pursued
persistently over time, and could depend on making comparable
changes with respect to domestic lending banks (e.g., OPIC).

These options might not lend themselves to textual treatment in

a new legal instrument, and therefore might not satisfy
doméstic political needs. They would likely strike a
particularly sensitive nerve among developing countries, who
have long railed against "new forms of conditionality" and
fought hard at the Rio Conference in 1992 to establish an

international policy decrying "conditionality" in international

funding activities. Developing countries would flatly oppose
further conditionality within the GEF. Ranking GEF projects
might present problems in terms of short versus long-term
reduction gains. Moreover, considerable "“conditionality"
already is associated with international funding efforts; it
might be difficult to add new criteria and/or to avoid
inconsistencies with existing criteria.
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Category D

Options in this category include those that have already
occasioned intense debate internationally, or those that could
reasonably be expected to do so. Some may well be
indispensable to any new legal instrument; still, negotiating
them would likely be extremely difficult. Such options include:

1)

2)

Advocating joint implementation for credit under an
"opt-in" approach in which developing countries, on a
voluntary basis, would be allowed to participate (on a
full or discounted basis) in the emissions trading
regime among developed country Parties, provided they
met certain criteria (e.g., agreement to begin
developing a national baseline for greenhouse gas
emissions); the criteria that might be adopted
regarding developing country participation in such a
program might best be implemented through “premiums"
for countries that met higher standards in their
national programs (e.g., all or most emissions
reductions from eligible projects would count if the
host country agreed to develop a national baseline
within "x" years; less of the emissions reductions
would count if lesser efforts were involved);

the "opt-in", voluntary basis orientation of such a
program could serve to lessen the controversy that
would otherwise attach to it; still, a number of
developing countries will likely argue that "joint
implementation," particularly "joint implementation
for credit," cannot take place until the "Activities
Implemented Jointly" international pilot phase has
been concluded and there has been a "conclusive
decision" of the COP to move to a successor regime

Seeking developing country agreement in a new legal
instrument to begin negotiations toward "new
commitments" for them by "x" date after the conclusion
of COP-3 in Kyoto; this option is sometimes described
as an "agreement to agree”; there are many variables
and possibilities under this option (e.g., would the
future negotiations with developing countries specify
that the outcome should be binding targets and
timetables, would the negotiations result in a
non-binding "aim" for developing countries, would the
date fixed for negotiations to begin be the same for
all developing countries, might the date for beginning
negotiations be triggered when a country met a
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particular threshold (in terms of total emissions, as
a percentage of global emissions, or based on national
annual average emissions growth), might the agreement
only involve a commitment to begin negotiating such a
threshold by "x* date, etc.;

Options in this category may have some proponents within
the ranks of the developing countries (e.g., on joint
implementation). Some developing countries might even be
willing to set a date for future negotiations that could
involve new commitments for them, provided that the mandate for
these negotiations was vague enough, that the date set to begin
was sufficiently distant, and that the negotiations involved
still further commitments from developed country Parties.
Still, options in this category will be highly controversial
and will, at a minimum, lead to accusations by some that their
proponents have torn up the COP-1 decision on “Activities
Implemented Jointly", the Berlin Mandate, or both.

Category E

Options within this category define the far end of the
continuum of potential developing country actions. They would
be the most far-reaching, would likely give rise to the
strongest developing country opposition, but hold the potential
for a clear advance under the Convention and would go some
distance toward placating domestic critics. They might also
require stronger commitments from developed countries to make
proposing them credible. Possibilities include:

1) seeking to establish a threshold at which developing
countries would "graduate” to a new status; this "new"
status might not be equivalent to developed country
status, but would clearly involved heightened
commitments (for example, to energy efficiency
"targets" or to a certain percentage increase in the
renewables portion of the national fuel mix); the
existing Convention "differentiates" between OECD

- countries (Annex II), OECD countries plus the
so-called "economies in transition" (Annex I),
developing countries and least developed countries,
but it contains no mechanism by which to move from one
category to another; the "economies in transition® are
less likely in this round of negotiations to settle
for the same commitment as OECD countries with only "“a
certain degree of flexibility" in meeting that
commitment -- they are likely to want more
"differentiation"; in addition, despite the accession
of Mexico and Korea to the OECD, it is highly doubtful
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that either would agree to take on the identical
commitment as their OECD colleagues -- they are likely
to argue for separate treatment within Annex I; the
threshold might be triggered by total national
greenhouse gas emissions that rise beyond a certain
level or by a certain level per GDP and/or per capita,
etc.

2) seeking to change the underlying approach in the
Convention, which essentially equates Gabon with
China, to one which clearly identifies the 25-30
largest greenhouse gas emitters that now account for,
and will continue to account for, some 85 percent of
the world's total emissions; if this group of
countries, both developed and developing, could be
segregated from the remaining 130-plus countries whose
emissions only amount to about 15 percent of the
global total, if a spotlight could be trained on them,
and even if only the developed countries among them
were to take on new commitments in this round of
negotiations, it would be a matter of time before the
key developing countries began to feel international
pressure to deal with their own emissions; moreover,
such an approach would deny the key developing country
emitters their hiding place within the ranks of
countries such as Antigua/Barbuda, Sri Lanka and Togo.

Proposing options in this category will occasion a strong
opposition among developing countries, led by the chief °
emitters among them who, presumably, would spare no effort to
cow their smaller cousins. They will be problemmatic to
~negotiate and may attract few supporters among the OECD
~countries, some of whom are quick to retreat when confronted by
strong opposition from the G-77. §Still, options in this
category would likely win strong domestic support, would
represent a significant and perhaps critical change in the
Convention's approach to the problem, and achieve critical
positioning for future negotiations.
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APPENDIX A

BACKGROUND ON DEVELOPING COUNTRY COMMITMENTS UNDER THE

U.N. FRAMEWORK CONVENTION ON CLIMATE CHANGE

The Berlin Mandate (April 1995) and the Geneva Declaration
(July 1996) are the key documents providing guidance on the

outcome anticipated with respect to developing countries from
the current round of negotiations.

The Berlin Mandate prevides that:
"2. The process will, inter alia;

"(b) Not introduce any new commitments for Parties not
included in Annex I, but reaffirm existing commitments
in Article 4.1 and continue to advance the
implementation of these commitments in order to
achieve sustainable development, taking into account
Article 4.3, 4.5 and 4.7;"

The Geneva D ion provi that:

The Ministers and other heads of delegations present at the
second session of the Conference of the Parties to the
United Nations Framework Convention on Climate Change,

"8'

u

£

Instruct their representatives to accelerate
negotiations on the text of a legally-binding protocol
or another legal instrument to be completed in due
time for adoption at the third session of the
Conference of the Parties. The outcome should fully
encompass the remit of the Berlin Mandate, in
particular:

- commitments for all Parties on continuing to
advance the implementation of existing
commitments in Article 4.1;"

untri

The Convention creates four categories of Parties:

1)

Annex II Parties (developed countries that were
members of the OECD at the time the Convention was
negotiated)
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2) Annex I Parties (developed countries included in Annex
II, plus 11 specifically named “economies 1in
transition" including: Belarus, Bulgaria,
Czechoslovakia, Estonia, Hungary, Latvia, Lithuania,
Poland, Romania, Russian Federation and Ukraine

3) Developing countries (all Parties not included in
Annex I or Annex II)

4) Least developed countries (assumed to be those on the
U.N. list of Least Developed Countries)

Current Commitments

In Article 4.1, all Parties, *"taking into account their
common but differentiated responsibilities and their specific
national and regional development priorities, objectives and
circumstances" are required to take the actions included in the
10 subparagraphs of the Article. Most significant among these
is the requirement to:

"(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;*" o

Article 12 provides that "each Party shall communicate to
the Conference of the Parties, through the secretariat, the
followng 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 Partries;

"(b) A general description of steps taken or envisaged by
the Party to implement the Convention; and

“(c) Any other information that the Party considers
relevant to the achievement of the objective of the
Convention and suitable for inclusion in its
communication, including, if feasible, material
relevant for calculations of global emission trends.
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On a voluntary basis, developing countries may propose
projects for financing, 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.

Under Article 12.5, each developing country Party must make
i1ts initial communication within three years of entry into
force of the Convention for that Party, or of the availability
of financial resources under the Convention. Least developed
countries are allowed to make their initial communications at
their discretion.

Article 4.3 provides that developed country Parties will
meet the agreed full cost to developing countries of meeting
their reporting requirements under Article 12. Article 4.3
also provides that developed country Parties will meet the
agreed full incremental costs [to developing country Parties]
of implementing the measures contained in Article 4.1 that are
agreed between the developing country Party and the entity
operating the Convention's financial mechanism (currently, the
Global Environment Facility).

SEEGC Doc #9829



Development of US Position on Specific Issues

(Only major changes to the US position are noted.)

Date/ Flexibility Non-Annex [ Emissions Budgets
Event (JI & Trading) Involvement
June 1992 _ Developing nations should
Signing of (voluntarily & with Annex I
FCCC support) begin monitoring
and reporting.
April No new commitments, will
1995 work to implement current
COP-1 & commitments. Agreement
Berlin specifies that no new
Mandate commitments will apply to
non-an. I nations, but that
negotiations on new
commitments will begin after
work on BM is completed.
Oct. 1995 | Idea introduced. The US | US seeks to recommend ways | Idea first introduced
AGBM-2 | urged Parties to consider all parties can become “An alternative approach that
approaches which “could involved. “We do not intend | the U.S. urges the parties to
provide parties with greater | through our proposals here to | consider would be to establish
flexibility in where suggest any new commitments | a limit on total emissions over
emissions are reduced... on the part of developing a specified period. ... In
Examples of such countries. ... What we would | connection... it would be
approaches include multi- | like to do, however, is to useful to consider whether to
perty emissions objectives, | examine what the existing provide an incentive for early
coupled with emisssions commitments imply -- and to | reductions, and if so, how.”
trading or joint recommend ways in which all | (US Statement, Agenda item
implementation...” parties can move toward a 3(b))
more successful set of
actions...” Mostly dealing
with identifying JI projects and
reporting/monitoring.
TIMELINE.DOC 2 6/17/97




Non-Annex [
Involvement

Emissions Budgets

US insists all parties need to
be involved at some point in
the process. “Advancing the
implementation of Parties’
commitments under Article 4.1
entails more than reporting on
their current activities. The
US believes there is a
tremendous potential for all
countries, including
developing countries, to
further their objectives for
economic development and
growth and to protect the
earth’s climate system...”

Reaffirmed.

“While we recognize that
developed countries have the
responsibility to lead, we also
believe that this effort must be a
partnership with all nations. We
stand ready to continue our
efforts to provide technical
expertise to work with developing
countries to reduce GHG
emissions, and to continue the
partnership we have developed
with many.” (T. Wirth statement)

“The US believes that the
target set in the next step
should cover a multi-year
period... [and] also strongly
supports inclusion of the
option for banking between
multi-year average target

periods.” (Intervention on
QELRO:s)

Date/ Flexibility
Event (JI & Trading)

March “The inclusion of [several

1996 FCCC articles] ...

AGBM-3 | underscores the agreement
among parties that any
future step must provide
flexibility in
theimplementation of
obligations.” (March 6 US
Intervention)

July 17, Binding targets

1996 conditional on flexibility.

COP-2 “... the medium-term target
must be met through
maximum flexibility in the
selection of implementation
measures, including the use of
measures such as reliable
activities implemented jointly
and trading mechanisms
around the world.” (T. Wirth)

Dec, 1996

AGBM-5

Jan, 1997 | Current Proposal

TIMELINE.DOC

6/17/97
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UN General Assembly Special Session

I3. We discussed the progress that has been made since the 1992 Rio
Earth Summit ia defining and promoting sustainable development,
and we commit ourselves to taking action in areas critical to
advancing this agenda. Sustainable development demands the full
integration of environment, economic and social policies, and should
be based upon democratic governance and respect for human rights.
In this connection, we reaffirm the vital contribution of civil society.
We urge the United Nations General Assembly, at its Special Session
to be held next week, to reaffirm and give impetus to the Rio
commitments, to take stock of umplementation since Rio, and, most
importantly, to develop a manageable list of priority issues to address
in future work on sustainable development.

[UK]: sent. 2, add/delete: “._democratic governance aad, respect
for human rights, and the eradication of poverty.”

cr:8c L66T-2T-NNC

[ECL: new para (bracketed para 14 tabled at Sherps mig.): “13b.
We recogpise that rapid progress in the eradication of poverty, and
more sustainable patterns of consumption and production, are
essential elements in the achievement of sustainable development.
We agree on the need to facilitate the development and transfer of
environmentally sound technolgies, and to increased efforts to
mobilise both public and prvate sector financing, including ODA, and
10 ensure as-adequate replenishment of the Global Environmental
Facility at a higher level with-fair-burdes-sharing-ameng donors—We
note-th p-address-the-au arrears: We reaffirm the
importance of the Global Environmental Facility as the leadin

OtTOR]aaHes o0 =

Climate Change

multilateral funding mechanism for the global environment.”

14. We are determined to take the lead and show seriousness of
_purpose in strengthening international efforts to confront climate

[G]: dent 2, add: “...and reduction targets as well as policies and

measures. We support...”

ro/ca°d
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change. We must forge at the Third Conference of Parties to the UN
Framework Convention on Climate Change in Kyoto, a strong
agreement that fillly meets the remit of the Berlin mandate, and that
contains legally binding emission limitation and reduction targets.

We support an agreement that will advance us toward the uifimate
goal of stabilizing atmospheric concentrations of gr use gasses
at an acceptable level in an efficient and gost= e way, and that

allows Signatories appropriate flexibility in the manner in which they

meet the targets. We are committed to achieve emissions targets that
r'd .

(UK. “sent. 3, add: (brackets} .. cost-effective way[, and that

{-allows. .. in which they meet targets].

[ECY: sent. 3, add. (brackets) “...cost-effective way[, and that
allows... in which they meet targets).

[EC): last sent., add: “...committed to achieve quantified emissions
targets...”
;

o

2v:02  LE6T-2T-NNC

{J:}[are meaningful, realistic and equitable and which maintain
accountability and transparency.]

(3): support

{L G, UK, EC:}[substantially reduce greenhouse gas emissions
below 1990 levels for the years 2005, 2010 and 2020. Developed
countries should, individually or jointly, reduce emissions levels by
the year 2010 by 15% with respect to 1990. They should also
commit themselves to common and coordinated policies and
measures that would help us avotd competitive distortions and
achieve ambitious targets.]

[1}: support
[G): support
[UK]: support
[EC]: support

{F:}[reduce greenhouse gas emissions significantly below 1990
levels by 2005 and 2010, with coordinated policies and measures.]

[F]: support
[UKY: second (minimum) preference

[significantly reduce greenhouse gas emissions below 1990 levels
by 2005 and 2010.]

\

15. Action by developed countries alone will not be sufficient to meet
this goal Measurable steps will also be needed by developing

[EC];, sent. 2, add: “In the longer term, Mmeasurable steps will also
be ne&ded...” _

i
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countries, and their obligations will increase as their economies grow.
We agree to work in partnership with them to that effect In this
context, we resolve to facilitate technological development and
diffusion to, and promote eavironmental education and capacity
building in, developing countries. We stress the importance of
setting up an appropriate mechanism for monitoring and ensuring
compliance among Parties. We also agreed to work together to
enhance international efforts to further develop global systems for
monitoring climate change and other environmental trends.

Forests

16. Forests continue to be destroyed and degraded at alarming rates
in many parts of the world. To reverse this trend, we call on all
countries to work with us to begin implementation of the proposals
for action put forward by the UNCSD Inter-governmental Panel on
Forests and to develop constructive programs, inter alia, to
implement national forest programs for sustainable forest
management, establish networks of protected areas, assess the state
of each nation’s forests using agreed criteria and indicators, harness
responsible private sector investment in forests and 1o eliminate
illegal logging. We welcome the progress made in implementing the
Brazilian Pilot Program initiated in Houston, We urge the Special
Session of the United Nations

(G]: sent. 2, add: “To reverse this trend, we urge the Special
Session of the United Nations to establish an Intergovernmental
Negotiating Committee to develop an international convention to
ensure the conservation and sustainable m ement of the world’s

forests. This negotiation should be completed by the vear 2000. We

we call on all countries to work with us,..”

[G]: sent. 3, add: . initiated in Houston and confirm our
willingness to continue supporting it ”
(G]: sent. 4, delete: “We-rrge-the-Special-Session-of the-United

M'_"

{L F, EC:}]to establish an Intergovernmental Negotiating
Committee to develop an international conveation to ensure the
conservation and sustainable management of the world’s forests.
Thas negotiation should be.completed by the year 2000.]{G opposes}

[1]: support
(F): support
[G): opposes
[EC]: support

{J:}Ito launch an intergovernmental initiative for coordinated

[J): srLJport
[

L66T-CT-NNC

-
L

cr 62

ro-/p0°d



JUN-12-1997 28:42

UNCLASSIFIED FAX FROM
TUE NATIONAL ECONOMIC COUNCIL
AND
THE NATIONAL SECURITY COUNCIL OF
THE WHITE HOUSE

SENDER:  DANIEL K. TARULLO

William I. Antholis O Matthias Mitman o
Sherman G.Boone O Barbara A. Matzner O
PH: 202-456-9288
FAX: 202-456-9280
PAGES: Lk DATE: 4/17 /41

SUBJECT: C&ﬁwwd{‘ CAﬁhﬁA\t,. A%VJ%;'2¥A\~ A WA

TO: FAX: PHONE:

oot
J®‘)-’-”v‘\ 61'\»»)!&'% 5 -6%5 B

- ImLmM L

\C./"‘k»:\\

UNCLASSIFIED

F.81-804

General use 5/27



JUN-84-1997 15:27 OES FRONT OFFICE 202 647 0217 F.0I.20

United States Department of State

Assistant Secretary of State for Oceans and
International Environmental and Scientific Affuirs

Washington, D.C. 20520 0o %
5

June 4, 1997

TO: Distribution
FROM: OES - Eileen B. Claussen

SUBJECT: Distribution of Documents

Attached is a copy of the U.S. submission to the UNFCCC Secretariat, which includes the

following documents:

e Additional/modified text on issues related to Annex C (which gases are to be
included);

¢ Additional modified text on issues related to compliance; and

e A copy of the U.S. draft protocol proposal revised to include this additional text.

The Secretariat will include the submission, which was forwarded earlier this week, in the
miscellancous document to be circulated prior to the AGBM meeting. Also attached is a
one page fact sheet summarizing changes/modifications. This was not sent to the FCCC,
but has been useful in explaining materials to the Hill and others.

Attachment: as stated.

Total pages in this transmission (including cover page): 18
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Additional y.g. Proposals :
(refarvences are Lo the original u.g, submissign)

Article 1 (Definitiong)

o Replace definition 3 ("Creenhouse gas") with the fo

llowing:

"Greenhouse gas" means any greenhouse gas- covered in
Annex C of this Protocol. ™ -

o Replace definition 4 ("Tonne of carbon equivalent") with
the following:

Article 2 (Emissions Budgetg)

o Delete paragraph 7

Article 3 (Measurement and Reporting)

o Replace paragraph 2 with the following:

Annex C

For the purposes of implementing pParagraph 1 and
pPromoting comparability, consistency, and
Lransparency, the Parties shall,_not later than theipr
first Meeting, decide on agreed best available methods
for the measurement by Parties of anthropogenic
emissions by sources, and removals by sinks, of
greenhouse gases, taking into aceount the best
avallable methods determined by the IPCC and other

best available methods and adjustments baged on
evolving scientific knowledge, including advice from

the Subsidiary Body for Scientific and Technological
Advicé referred to in Article 12,

©  Replace descriptive language with the following:
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Additional U.S. Proposals .

(references are to the original U.S. submission)

In Article 2 of the U.S. proposal (Emissions Budgets),
add a new paragraph 6.bis. as follows:

2.6.bis. At the end of a budget period applicable to a
Party, any amount of tonnes of carbon equivalent
emissions over its emissions budget shall be
sBubtracted at a rate of [rate greater than that
in paragraph 6] from the subsequent budget period.

In Article 4 of the U.S. proposal (Review and Compliance
Process), substitute for paragraphs 3 to 6 the following text:

4.3 Reviews will be in connection with the review of
communications conducted under Article 10.2(b) of the
Convention and will be in accordance with guidelines
to be adopted by the Parties at a meeting. These
guidelines shall, inter alia, provide for how
information will be made available to the public and
define mechanisms by which observers and the public
may provide comments, supplemental data or other
information to facilitate and improve reviews. The
guidelines shall be periodically reviewed by the
Parties for appropriate revision.

4.4 Review teams will review all aspects of a Party'’'s
implementation of this Protocol, including the
likelihood that a Party will achieve its emissions
budgets obligations. They will be authorized, inter
alia, to review pertinent information and consult with
the Party in question and others as necessary. They
will prepare a report assessing a Party’s
implementation of its obligations, identifying any
areas of apparent non-compliance, as well as potential
problems in achieving obligations.

4.5 Such reports will be c¢irculated by the Secretariat to
all Parties. In addition, the Secretariat will
identify for further consideration any report
indicating a question of implementation.

In Article 6 of the U.S. proposal (International Emissions
Trading), substitute the following text:

€.1. Except as otherwise provided below, any Annex A
or Annex B Party may transfer to, or acqguire from, any
Annex A or Annex B Party, any of its tonnes of carbon
equivalent emissions allowed for g budget period, for
the purpose of meeting its obligations under Article 2.
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T
An Annex A or Annex B Party may not transfer or
acquire any of its tonnes of carbon equivalent

F.0% 20

emissions allowed if it is not in compliance with it

obligations under Article 3 (Measurement and

Reporting) or if it does not have in place a nationa)

mechanism for certification and verification of t

An Annex A or Annex B Party may not transfer in a
given budget period any of its tonnes of carbon
equivalent emissions allowed if it has exceaded i
emissions budget for that period.

If a question of a Party’s implementation of the

rades.

ts

requirements referred to in paragraph 2 or 3 above ic

identified by either the review process under Art
4.5 or by the Secretariat under Article 11.2(b);

icle

-~  transfers and acquisitions of tonnes allowed (in

the case of paragraph 2) and transfers of tonnes
allowed (in the case of paragraph 3) may continue
to be made after the question has been
identified, provided that any such tonnes may not
be used by any Party to meet its obligations
under Article 2 until any issue of compliance is
regolved. Issues of compliance shall be resolved
as expeditiously as possible.

6.5 A Party may authorize any domestic entity (e.qg.,

government agencies, private firms, non-governmental

organizations, individuals) to participate in actions
leading to transfer and acquisition under paragraph 1
of tonnes of carbon equivalent emissions allowed.

6.6 The Parties, at a meeting, may further elaborate
guidelines to facilitate the reporting of emissions
trading information.

In Article 10 of the U.S. proposal (Meetings of the
Parties), for paragraph 4, substitute the following text:

10.4 The Parties:

(a)

(b)

shall periodically review the adequacy of this
Protocol ;

shall review the implementation of this Protocol,
including the information submitted in accordanca
with Articles 3 and 5, reports received from the
review teams referred to in Article 4, and any
other reports and recommendations received from
processes under this Protocol;
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' [}
shall implement an appropriate regime

to address cases of non-compliance with
obligations under this Protocol, including

-through the development of an indicative list of

consequences, taking into account the type,
degree, and frequency of non-compliance;

may establish an implementation committae
consisting of a subset of Parties to assist then,
including by making recommendations, in carrying
out functions referred to in subparagraphs (b)

and (¢) above.

In Article 11 of the U.S. proposal (Secretariat),
for paragraph 2, substitute the following:

11.2 The functions of the secretariat shall be:

(a) to maintain and administer records relating
to the accounting of the emissions budgets
of Annex A and Annex B Parties, including
initial budget allocations, adjustments to
budgets consistent with Articles 2, 6, and
7, annual emigsions, and remaining budgets
in a given budget period;

(b) to facilitate the review of implementation
of this Protocol through, inter alia,
coordinating the review of Annex A and Annex
B implementation; coordinating the reviews
under Article s5; identifying for the Parties
questions of implementation, including
whether individual reports are consistent
with reporting criteria; and preparing an
annual compilation and synthesis report that
contains inventory and budget information,
and notes any discrepancies in accounting.

(¢) [other].
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as of June 1997

U.S. DRAFT PROTOCOL FRAMEWORK

(submitted without prejudice to ultimate form of agreement)

The Parties to this Protocol,

Have agreed as follows:

Article 1
Definitionsg

For purposes of this Protocol:

1.

"The ‘Convention" means the United Nations Framework
Convention on Climate Change done at New York on 9 May
1992.

"Party" means Party to this Protocol.

"Greenhouse gas" means any greenhouse gas covered in
Annex C of this Protocol.

"Tonne of carbon equivalent" means one meatric tonne of
carbon, or a quantity of one or more other greenhous-
gases equivalent to one metric tonne based on the
global warming potentials decided by the Parties in
accordance with Annex C of this Protocol.

"Net anthropogenic emissions" of greenhouse gases is
the calculated difference between emissions by sourcesg -
and removals by sinks.

[other definitions to be developed or cross-referenccd
to the Convention as necessaryl]

Article 2

Emissions Budgets

Each Annex A and Annex B Party shall ensure that its
net anthropogenic emissions of greenhouse gases do not
exceed its emissions budget for any applicable budger
period, as specified in this Article.

For each Annex A and Annex B Party, its emissions
budget shall be denominated in tonnes of carbon
equivalent emissions allowed and shall equal:

(a) the tonnes of carbon equivalent emigsions it is
allowed under paragraph 3 or 4 below, plus
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(b) any tonnes of carbon equivalent emissions allowad
that are carried over from a prior budget pericd
under paragraph 5 below, plus

(¢) up to [__ percent] of the tonnes of carbon
equivalent emissions allowed under paragraph 3 or
4 below, such as may be borrowed from the
subsequent budget period under paragraph 6 below,
plus

(d) any tonnes of carbon equivalent emissions allowed
that are acquired from another Party under
Article 6 (International Emissions Trading) or
Article 7 (Joint Implementation), minus

(e) any tonnes of carbon equivalent emissions allowed
that are transferred to another Party under
Article 6 (International Emissions Trading) .

(a) For the first budget period, (20__ through 20__j,
each Annex A Party shall have a number of tonnes
of carbon equivalent allowed equal to [a
percentage of] its net anthropogenic emissions of
tonnes of carbon equivalent in 1990, multiplied
by (the number of years in this budget period].

(b) For the second budget period, [20__ through
20_)}, each Annex A Party shall have a number of
tonnes of carbon equivalent emissions allowed
equal to [a percentage equal to or less than the
pPercentage in subparagraph 3(a)) of its net
anthropogenic emissions of tonnes of carbon
equivalent in 1990, multiplied by [the number of
years in this budget period].

(c) [possible subsequent budget period(s))

For the budget period [20__ through 20__], each Annex
B Party (see Annex B for States included) shall have a
number of tonnes of carbon equivalent emissions
allowed equal to [options for Annex B Parties

include; budget periods, baseyears, and/or
percentages different from those applicable to Annex A
Parties]. ’

At the end of a budget period applicable to a Party,
any amount by which the Party’s emissions of tonnes of
carbon equivalent is under its emissions budget for
that period may be carried over and added to its
emissions budget for the next budget period.

At the end of a budget period applicable to a prarty,
any amount of vonnes of carbon equivalent emissions

allowed that is borrowed from the subsequent budget

period shall be subtracted at a rate of [1.2:1] from
the subsequent budget period.
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6bis.At the end of a budget period applicable to Q.Party.

any amount of tonnes of carbon equivalent emissions
over its emissions budget shall be subtracted at a

rate of [rate greater than that in paragraph 6] from
the subsequent budget period. '

Any State not listed in Annex A may, in its instrumeat
of ratification, acceptance, approval or accession, or
at any time thereafter, notify the Depositary that it
intends to be bound by obligations of Annex A

Parties. It will then be an Annex A Party. The
Depositary shall inform the other signatories and
Parties of any such notification.

Any State not listed in Annex A may, in its instrument
of ratification, acceptance, approval, or accession,
or at any time thereafter, notify the Depositary thar
it intends to be bound by obligations of Annex B
Parties. It will then be an Annex B Party. The
Depositary shall inform the other signatories and
Parties of any such notification.

Article
Measurement and Reporting

Each Annex A and Annex B Party shall have in place bv
[the first year of its first budget period] a nationil
system for the accurate measurement of anthropogenic
emissions by sources, and removals by sinks, of
greenhouse gases.

For the purposes of implementing paragraph 1 and
promoting comparability, consistency, and

‘Lransparency, the Parties shall, not later than thei:

first Meeting, decide on agreed best available methocls
for the measurement by Parties of anthropogenic
emissions by sources, and removals by sinks, of
greenhouse gases, taking into account the best
available methods determined by the IPCC and other
expert bodies. They shall alsoc decide on appropriate
adjustments to measurements of emissions and removals
where agreed best available methods have not been
used. The Parties shall periodically update agreed
best available methods and adjustments based on
evolving scientific knowledge, including advice from
the Subsidiaxy Body for Scientific and Technological
Advice referred to in Article 12.

Each Annex A and Annex B Party shall put in place, it
it has not already done so, national compliance and
enforcement programs relevant to its implementation of
the obligations under this Protocol.
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Bach Annex A and Annex B Party shall submit ho the
Secretariat, as part of its communication under
Article 12 of the Convention, information on its
implementation of this Protocol, including policies
and measures it is taking to meet its obligations in
Article 2. Such submission shall be in accordance .
with guidelines which the Parties adopt at their first
Meeting, taking into account any relevant guidelines
adopted by the Parties to the Convention. Such
submission shall also contain the following
information: :

(a) once the obligation in paragraph 1 above becomess
effective, a description of the national
measurement system that it has in place;

(b) once the obligation in paragraph 1 above becomes
effective, the results of its national
measurement system;

(c) a quantitative projection of its net
anthropogenic emissions of greenhouse gases
through the budget periods; and

(d) & description of relevant national compliance and
enforcement programs it has in place pursuant to
paragraph 3 above, as well as a description of
their effectiveness, including actions taken in
cases of non-compliance with national law.

In addition to the information required to be
submitted under paragraph 4, each Annex A and Annex B
Party shall submit to the Secretariat, on an annual
basis and ih accordance with the guidelines referred
to in paragraph 4, its current calculation
corresponding to each of the subparagraphs in Article
2.2 and its remaining emissions budget for that budget
period. With respect to any tonnes of carbon
equivalent emissions allowed that are acquired or
transferred under Articles 6 or 7, the Party shall
specify the quantity, Party of origin or destination,
and the relevant budget period.

The first of the submissions xeferred to in paragraph
5 shall be part of a Party’s first communication that
is due after the Protocol has been in force for that
Party for two years. The frequency of subsequent
submissions shall be detexrmined by the Parties.

Information communicated by Parties under this Article
shall be transmitted by the secretariat as soon as

pessible to the Parties and to any subsidiary bodies
concerned. :
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A ]
Without prejudice to the ability of any Partw to mak:
public its communication at any time, the secretariz:
shall make information communicated by Parties under
this Article publicly available at the time it is
submitted to the Parties.

Artigle 4
Review and Compliance Process
In addition to the review of communications
conducted under Article 10.2(b) of the Convention, the
Meeting of the Parties shall consider the information
submitted by Annex A and Annex B Parties under Article

3 in order to assess those Partiesg’ implementation of
their obligations.

Reviews will be conducted by expert review teams,
which will be coordinated by the secretariat and
composed of experts selected from those nominated by

Parties and, as appropriate, by intergovernmental
organizations. _

Reviews will be in connection with the review of
communications conducted under Article 10.2(b) of the
Convention and will be in accordance with guidaelines
to be adopted by the Parties at a meeting. These
guidelines shall, inter alia, provide for how
information will be made available to the publiec and
define mechanisms by which observers and the public
may provide comments, supplemental data or other
information to facilitate and improve reviews. The
guidelines shall be periodically reviewed by the
Parties for appropriate révision.

Review teams will review all aspects of a Party’s
implementation of this Protocol, including the
likelihood that a Party will achieve its emissions
budgets obligations. They will be authorized, inter
alia, to review pertinent information and consult with
the Party in question and others as necessary. They
will prepare a report assessing a Party’s
implemertation of its obligations, identifying any
areas of apparent non-compliance, as well as potential
problems in achieving obligations.

Such reports will be circulated by the Secretariat to
all Parties.' 1In addition, the Secretariat will
identify for further consideration any report
indicating a question of implementation.
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Article 5 s
Advancement of the Implementation of
Article 4.1 )

Recognizing the progress that has been made to date in
implementing commitments under Article 4.1 of the Convention:

1.

The Parties reaffirm their commitments under_Article
4.1 of the Convention and the need to continue to
advance the implementation of such commitments.

Bach Party shall strengthen its legal and
institutional framework to advance the implementaticn
of its commitments under Article 4.1 of the Convention.

Each Party shall take measures to facilitate
investment in climate-friendly technologies.

Each Party shall report, as part of its communication
under the Convention, on how it is promoting public

education and participation in the development of
climate change policy.

Each Party that is neither in Annex A nor Annex B
shall identify and implement "no-regrets" measures for
mitigating net anthropogenic emissions of greenhouse
gases, including any identified through the review

process under paragraph 7 below. In this regard, each
such Party shall also:

(a) quantify the effects of the measures it
implements;

(b) evaluate barriers to the adoption of potential
measures; and '

(¢) report to the Secretariat, as part of itsg
communication under the Convention, on the
measures it has implemented, plans to implement,
and barriers to the adoption of potential
measures.

Each Party that is neither in Annex A nor Annex B
shall submit to the Secretariat, on an annual basis,
its inventory of greenhouse gas emissions. Such

inventory shall be consistent with any guidelines
adopted by the Parties.

The Parties shall establish a process for reviewing
communications received under the Convention from the

Parties identified in paragraphs 5 and 6. The process
shall be designed to:

(a) enable the review of the effects of individual
measures described in paragraph 5;



JUN-84-1997 15:30

OES FRONT OFFICE 202 847 9217 F.12°20

-7-

. 1 1
(b) assist such Parties in identifying and . :
implementing "no-regrets" measures for mitigating
net anthropogenic emissions of greenhouse gases;

(c) 'seek to identify key sectors and technological
options within them;

(d) consider possibilities for promoting voluntary
arrangements with industry aimed at identifying
and encouraging implementation of "ne regrets"
measures; and

(e) explore various means through which such Parties
could obtain both the know-how and the technology
needed to implement options identified.

Article 6
International Emissions Trading

Except as otherwise provided below, any Annex A .
or Annex B Party may transfer to, or acquire from, any
Annex A or Annex B Party, any of its tonnes of carbon
equivalent emissions allowed for a budget period, for
the purpose of meeting its obligations under Article 2.
An Annex A or Annex B Party may not transfer or
acquire any of its tonnes of carbon equivalent
emissions allowed if it is not in compliance with its
obligations under Article 3 (Measurement and

Reporting) or if it does not have in place a national
mechanism for certification and verification of trades.

An Annex A or Annex B Party may not transfer in a
given budget period any of its tonnes of carbon
equivalent emissions allowed if it has exceeded its
emissions budget for that period.

If a question of a Party’s implementation of the
requirements referred to in paragraph 2 or 3 above is
identified by either the review process undexr Article
4.5 or by the Secretariat under Article 11.2(b):

-- transfers and acquisitions of tonnes allowed (in
the case of paragraph 2) and transfers of tonnes
allowed (in the case of paragraph 3) may continue
to be made after the question has been
identified, provided that any such tonneg may not
be used by any Party to meet its obligations
under Article 2 until any issue of compliance is
resolved. Issues of compliance shall be resolved
as expeditiously as possible.
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A Party may authorize any domestic entity (etg.,
government agencies, private firms, non-governmental
organizations, individuals) to participate in actiors
leading to transfer and acquisition under paragraph 1
of tonnes of carbon equivalent emissions allowed.

The Parties, at a meeting, may further elaborate
guidelines to facilitate the reporting of emissions
trading information.

Articl
Joint Implementation

Any Party that is neither in Annex A nor B may
generate .tonnes of carbon equivalent emissions allowad

through projects that meet the criteria set forth in
paragraph 2.

In addition to any criteria adopted by the Parties ro
this Protocol, the following criteria shall apply to
projects:

(a) Projects must be compatible with and supportive
of national environment and development
priorities and strategies, as well as contributa
Lo cost-effectiveness in achieving global
benefits;

(b) Projects must provide a reduction in emigsions

that is additional to any that would otherwise
occur.

(Additional provisions to be added on calculation,
measurement, monitoring, verification, review,
reporting]

Any Party that generates tonnes of carbon equivalent
emissions allowed consistent with this Article may:

(a) hold such tonnes of carbon equivalent emissions
allowed; or

(b) transfer any portion thereof to any Party.

An Annex A or Annex B Party may acquire tonnes of
carbon equivalent emissions allowed under this Article
for the purpose of meeting its obligations under
Article 2, provided it is in compliance with its

obligations under Article 3 (Measurement and
Reporting) .-
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6. Any Paxcy that is neither in Annex A nor Annex B thar
generates or acquires tonnes of carbon equivalent
emissions allowed under this Article shall notify tha
Secretariat annually of the quantity, origin, and
destination of such tonnes.

Article 8

. Science

The Parties shall periodically review this Protocol, and
guidelines established thereunder, in light of evolving
scientific knowledge related to climate change.

Article 9

Progress T Long-Term Goal

The Parties shall cooperate in the establishment of a

long-term goal with respect to atmospheric concentrations
of greenhouse gases.

Article 10
M i the Parties

1. The Parties shall hold meetings at reqular intervals.
The secretariat shall convene the firsgt meating of the
Parties not later than one year after the date of the
entry into force of this Protocol and in conjunction

with a meeting of the Conference of the Parties to the
Convention,

2. Subsequent meetings of the Parties shall be held,
unless the Parties decide otherwise, in conjunction
with meetings of the Conference of the Parties to the
Convention. Extraordinary meetings of the Parties
shall be held at such other times as may be deemed
necessary by a meeting of the Parties, or at the
written request of a Party, provided that within six
months of such a request being communicated to them Ly

the secretariat, it is supported by at least one third
of the Parties.

3. The Parties, at their first meeting, shall:

(a) adopt, by consensus, rules of procedure for their
meetings;

(b) [other] .
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The Parties: .
(2) shall periodically review the adequacy of this
Protocol;

(b) shall review the implementation of this Protocol,
including the information submitted in accordan~e
with Articles 3 and 5, reports received from ths
review teams referred to in Article 4, and any
other reports and recommendations received from
processes under this Protocol;

(c) shall implement an appropriate regime to addres:
cases of non-compliance with obligations under
this Protocol, including through the developmen:
of an indicative list of consequences, taking
into account the type, degree, and frequency of
non-compliance;

(d) may establish an implementation committee
consisting of a subset of Parties to assist then,
including by making recommendations, in carryinsg
out functions referred to in subparagraphs (b)
and (c) above.

The United Natione, its specializad agencies and the
International Atomic Energy Agency, as well as any
State not party to this Protocol, may be represented
at meetings of the Parties as observers. Any body or
agency, whether national or international,
governmental or non-governmental, qualified in Ffields
relating to climate change which has informed the
secretariat of its wish to be Irepresented at a meeting
of the Parties as an observer may be admitted unless
at least one third of the Parties present object. The
admigsion and participation of observers shall be

subject to the rules of procedure adopted by the
Parties.

Article 13
Secretariat

In accordance with Article 8.2(g) of the Convention,
the secretariat of this Protocol shall be the
sacretariat of the Convention.
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The functions of the secretariat shall be: .
(a) to maintain and administer records relacing

to the accounting of the emissions budgets
of Annex A and Annex B Parties, including
initial budget allocations, adjustments to
budgets consistent with Articles 2, 6, and
7, annual emissionsg, and remaining budgets
in a given budget period; )

(b) to facilitate the review of implementation
of this Protocol through, inter alia,
coordinating the review of Annex A and Anncx
B implementation; coordinating the reviews
under Article 5; identifying for the Partius
questions of implementation, including
whether individual reports are consistent
with reporting criteria; and preparing an
annual compilation and synthesis report that
contains inventory and budget informatiomn,
and notes any discrepancies in accounting.

(¢) [other].

Article 12

Subsidiary Body for Scientific and Technological Advice

l'

The Subsidiary Body for Scientific and Technological
Advice of the Convention shall sexrve as the Subsidiary

Body for Scientific and Technological Advice of the
Protocol. '

'When the Subsidiary Body for Scientific and

Technological Advice exercises its functions with
regard to matters concerning the Protocol, decisions
shall be taken only by those of its members that are,
at the same time, Parties to the Protocol.

When the Subsidiary Body for Scientific and
Technological Advice exercises its functions with
regard to matters concerning the Protocol, any member
of the bureau of the Subsidiary Body for Scientific
and Technological Advice representing a Party to the
Convention, but, at the same time, not a Party to the
Protocol, shall be substituted by an additional member
Lo be elected by and from the Parties to the Protocol.
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Article 13

Subsidiary Body for Implementation

1. The Subsidiary Body for Implementation of the
Convention shall serve as the Subsidiary Body for
Implementation of the Protocol.

2. When the Subsidiary Body for Implementation exercises
its functions with regard to matters concerning the
Protocol, decisions shall be taken only by those of
its members that are, at the same time, Parties to the
Protocol.

3. When the Subsidiary Body for Implementation exercises
its functions with regard to matters concerning Lhe
Protocol, any member of the bureau of the Subsidiary
Body for Implementation representing a Party to the
Convention, but, at the same time, not a Party to thae
Protocol, shall be substituted by an additional membor
to be elected by and from the Parties to the Protocol,

Artic _
Multilateral Conswltative Process

[The Parties, at their first Meeting or as soon as
practicable thereafter, shall consider the establishment of
a multilateral consultative Process to promote effective
implementation of the Convention.]

Article 15
Dis ttlement

[silence, with the result that Article 14 of the Conventicnm
would apply to this Protocol.)

(in addition, mandatory, binding dispute settlement [with
specific consequences flowing from a violation] among Annex
A and Annex B Parties, as well as against other Parties as .
appropriate (e.g., host countries under Article 7))

Note: this process would be without prejudice to the
review and compliance process under Article 4

Article 16
Evolution

The Parties shall adopt, by {2005], binding provisions so
that all Parties have quantitative greenhouse gas emissions
obligations and so that there is a mechanism for automatirc
application of progressive greenhouse gas emissions
obligations to Parties, based upon agreed criteria.
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Views on_Certaip Final Clauses e

Adoption and Amendmencs of Annexes

Depending upon what type of material is eventually
included in annexes, it may not be appropriate to restrict
the content of all annexes to "lists, forms and any other
material of a descriptive nature that is of a scientific,
technical, procedural or administrative character." For
any substantive annex, it may not be appropriate to provide
for tacit adoption/amendment.

Signature

This provision should state that only Parties to the
Convention may be Parties to the Protocol.

Entry i rce

To ensure effective implementation, as well as to minimizsa
the potential "free rider" problem, this provision may nead-.
to stipulate an entry into force trigger that requires
ratification by States that account for a particular
percentage of global emissions of greenhouse gases.

Annex A
This Annex would include the same States as those listed in

Annex I of the Convention, plus those that join
subsequently pursuant to Article 2.

Annex B

This Annex would include those States not listed in Annex A
that indicate before adoption of the protocol that they

want to be included in this Annex, plus those that join
subsequently pursuant to Article 2.

Annex C

All greenhouse gases, their sources and sinks, with global
warming potentials as decided by the Parties at their first
meeting (taking into account the IPCC's global warming
potentials for 100-year time horizons) and as subsequently

updated by the Parties to reflect evolving scientific
knowledge.



FACT SHEET ON SUPPLEMENTAL U.S. CLIMATE CHANGE PROPOSALS
June 1997

In January 1997 the United States submitted a draft text for a legal instrument to addres:

NS

next steps under the United Nations Framework Convention on Climate Change. Several
technical elements left undefined in the January submission (principally those relating to
compliance issues, and to which gases should be included in an agreement) have been further
developed in the attached text; they are described below. The revised U.S. draft protocol proposal
containing these new elements will form the basis for the U.S. position in the next session of the
Ad Hoc Group on the Berlin Mandate (scheduled to meet in late July). Please call Jonathan
Pershing (647-4069) or Linda Strachan (647-3550) of the State Department with any question:.

COMPLIANCE

The January text created “emissions budgets”, with targets based on the total emissions ovora
period of several years; this revision provides for a penalty to be assessed should a Party
exceed its allowed budget.

The January text created a review process; this revision calls for the review process to build
on the existing Convention review mechanism, authorizes the review of any pertinent
information, allows for consultations with both the Party and others in the course of a review,
calls for the circulation of the completed review to all Parties, and requests the Secretariat to
identify any report that requires further consideration.

The January text provided an option for Parties with budgets to trade emissions; this text
limits trading to Parties that have met all obligations pertaining to measurement and reporting
of budgets, and that have in place national mechanisms for certification and verification of
trades. With respect to a given budget period, it also precludes a Party from trading if it has

exceeded its budget, and provisionally limits a Party’s ability to trade if its compliance has
been called into question, '

The January text provided for Meetings of the Parties; this text also calls for periodic review
by the Parties of protocol implementation (including of the review process), requires Partics to
implement an appropriate non-compliance regime (including through the development of a1
indicative list of consequences for non-compliance), and allows the Parties (o establish an
implementation committee to assist them in carrying out these duties.

ANNEX C: WHICH GASES ARE INCLUDED

The January text suggested that all gases for which monitoring and measurement procedures
are available should be included in the agreement; this revision maintains the broad inclusicn
of all greenhouse gases, sources, sinks and sectors, and calls upon the Parties to decide on best
available methods for measurement, and to propose adjustments to the measurements in cases

where best available methods are not used. The revision also calls for periodic updating of
measurement methods.

TOTHL 2,20
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DEPARTMENT OF STATE -

BUREAU OF OCEANS AND INTERNATIONAL
ENVIRONMENTAL AND
SCIENTIFIC AFFAIRS
CALENDAR OF INTERNATIONAL EVENTS
1997 '

Feb 11-14 Leghold Traps with EU, New Orleans.

Feb 11-20 Intergovernmental Panel on Forests (IPF)4, New York.

Feb 19-21 U.S.-Ru.?sia Intergovernmental Consultative Committee
Preparatory Meeting, Seattle.

Feb 19-21 Inter-American Tropical Tuna Commission, Santa Marta,
Columbia.

Feb 20-21 Basel Extended Bureau, Geneva.

Feb21-22 World Health Organization (WHO) Ad Hoc Working
Group on Antimicrobial Resistance, Geneva.

Feb 24 Joint Working Party Intergovernmental Panel on Climate
Change / UN Framework Convention on Climate
Change (IPCC/UNFCCC) Meeting, Bonn.

Feb 24 Regional Environmental Center General Assembly,
Szentendre, Hungary. '

Feb 24- Mar 7 Framework Convention on Climate Change (FCCC):

Subsidiary Bodies for Scientific & Technological Advice
(SBSTA) 5" Session; Subsidiary Body for
Implementation, 5" Meeting, Ad Hoc Group on Article
13 (AG 13), 4" Session; (First Week Meetings)

Ad Hoc Group on the Berlin Mandate (AGBM) 6
Implementation, Bonn.
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Feb 24-28

Feb 24 - Mar 7

Feb 25-Mar 2

Feb 27

Feb 27-28

Feb 27-28

March 1

March 3

March 34

March 3-4

March 3-7

March 5-12

March 6-8

March 8-13

°

o
4

0

92
I
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Arctic Council Protection of the Arctic Marine

Environment (PAME) Annual Meeting, Ottawa, Canada.

Commission on Sustainable Development Intersessional,
New York.

International Symposium - Natural Resource
Management in the Americas, Belize.

UNEP GRID Sioux Falls 'Advisoxy Committee, New
York.

[*N

US-EU Consultations on Global Positioning System
(GPS), Brussels.

Regional Forum on Fisheries in the Caribbean, San
Andres Island, Columbia.

World Trade Organization - Council on Trade and the
Environment, Geneva.

Sixth Meeting of States Parties to the Law of the Sea
Convention for Election to the Continental Shelf
Commission, New York.

Board of Govemnors of the U.S.-1srael Binational Science
Foundation, Washingtan.

EU Environment Council Meeting, Brussels.

Fourth Meeting of the Yukon River Panel, Whitehorse,
Yukon.

Arctic Environment Protection Strategy (AEPS) Senior
Arctic Affairs Officials meeting, Kautokeino, Norway.

US-Japan Common Agenda Intemational Conference on
Emerging and Infectious Diseases, Bangkok, Thailand.

Arctic Council AEPS Senior Arctic Affairs Officials
Meeting, Kautokeino, Norway.
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March 9-11

March 10-12
March 10-13
March 10-14
March 10-14
March 10-14
March 10-14
March 11-12

March 11-12

March 12

March 13-14

March 17-18

March 17-19
March 17-20

March 17-21

March 17-21

|

i

J

. Conference, Washington.

Mululateral Working Group on the Environment,
Valencia, Spain.

Fifth U.S.-Japan Workshop on Glgbal Change Research
Honolulu, Hawaii.

South Pacific Fisheries Treaty,

ual Meeting, Port
Villa, Vanuatu. '

Food and Agriculture Organizatiop (FAQ), Committee
on Forestry, 13" Session, Rome.

Environment, Science & Technology Officer’s

International Maritime Orgam‘zatign, Marine
Environment Protection Committt?e, London.

Meeting of States Parties to the Law of the Sea,
New York.

acific Salmon Commission - Bilateral Southern
eholders, Vancouver.

S-Brazil Common Agenda, Washington.

Global Environment Facility Replenishment Discussions.

Paris.

NATO Science Committee, Bmsscls

OECD Committee on Scientific and Technological
Palicy, Paris.

|
US-EU Eco-labeling Talks, TBD. |

) (
FAO Commuittee on Fisheries Meeting (COF1), Rome.

Long Range Transboundary Air Pollution Agreement
(LRTAP) Protocol an Heavy Metals, Geneva.

FAQ Committee on Agriculture, TBD.
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March 17-28

March 19

March 19-20

March 22-23

March 22-24

March 22-24

March 27-31

B2

March 31 - April 4

April 1-4

April 2-9
April 3-4

April 3-4

April 3-4

April 3-4

)
|

International Seabed Authority, Kingston, Jamaica.

Pacific Salmon Commission - Bilateral Northern
Stakeholders, Prince Rupert.

ction Program on Essential Drugs Management
visory Committee, Geneva.

Basel Convention: Fifth s;:ssion of Ad Hoc Working
Group of Legal and Technical Experts.

Global Partnership Summit, Tokyo.
|

High-Level Meeting in preparation for UN General
Assembly Special Session, Framework Convention on
Climate Change, COP-3, Tokyo.

4
International Workshop on Drought and Desertification,
Bet Dagan, Israel.

Space Station Agreement Language Conformance
Meeting, Moscow.

Organization for Economic Cooperation and
Development (OECD) Fisheries Committee Meeting,
Paris.

. Arctic Council EPPR Annual Meeting, Greenland.
{

Global Biodiversity Forum Meeting, New York.

US-Russia Consultations on Global Positioning Systems
(GPS), Washington.

PAHO Subcommittee on Planning and Programming
Members: Brazil, Canada, Chile, Mexico & US, TBD.

West Greenland Commission (NASCO) Intersessional

Meeting, CTpenhagen, Denmark.
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April 5-6
]
April 7
April 7-11
April 7-25
April 8-9

April 9-10

April 9-12
April 10-12

April 10-16

April 14-18

April 15-16

April 15-17

April 20-22

April 21-25

April 22-.24

Pacific Salmon Commission - Bilateral Southern
Stakehaolders, Seattle.

US-India Common Agenda for the Envnronment
Washington.

. |
Intematiopal Coral Reef Initiative Pla.n;m'ng Meeting,

Aust'r.-llia '

UN Commaission on Sustamable Development - 5%
Session, New York.

O

G-7 Environmental Futures Forum, Washington.

Meeting of Interested Parties for the Division of
Emerging and Other Communicable Diseases
Surveillance and Control, Geneva.

|

CCMLR Ad Hoc Advisory Meeting, Lalolla.

Conference on Infections Diseases, Las Vegas.

Convention on Migratory Species Convention of Parties,

Geneva.

North West Atlantic Fisheries Organization (NAFO)
Working Group on Dispute Settlement Procedures,
Dartmouth, Nova Scotia.

Brazil Pilot Program Participants Meeting, Paris.

North American Commission for Environmental
Cooperation (NACEC) Meeting, Montreal.

U.S.-EU Task Force on Communicable Diseases,
London.

Pacific Salmon Commission - Bilateral Stakaholders -
North/South, Ketchikan.

North Pacific Rim Fisheries Conference, Tokyo.

(l(_le/()ls
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April 23-24
April 24-25
April 27-29

Aupril 30 - May 6

May TBD
May TBD

May TBD

May TBD

May TBD

May 1-3

May 4-7 f

May 5-6
May 5-6

May 5-7

May 5-8

.20

US-Japan Consultations on Global Positioning Systems
(GPS), Washington.

NATO Committee on the Challenges of Modem Society
(CCMS) Plenary, Budapest.

Asia-Pacific Economic Cooperation Organization
(APEC) Sustainable Development Ministerial, Canada.

”R\io + 5" Meeting, Rio de Janeiro.

Intemational Coral Reef Initiative Middle East
Workshop, Jordan.

OECD Experts Meeting on Economic Aspects of
Biodiversity, Paris or Mexico City.

U.S.-Egypt Economic Partnership, Cairo, Egypt.

Technical Workshop on Queen Conch, San Jose, Costa
Rica

U.S.-Russia Intergovernmental Consultative Committee,
Vladivostok.

Meeting of the Steering Committee on New Vaccination
Approaches, Geneva.

Electricity Products and Greenhouse Gases: Facts and
Perspectives, Montreal,

G-7 Environmental Ministerial Meeting, Miami.
G-7 Environmental Ministers Meeting, Miami.

International Commission for the Conservation of
Atlantic Tuna Intersessional Meeting, Washington.

Activities Implemented Sointly (AlJ) Project
Development Workshop, Cairo, Egypt.

@on7/015
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May 5-10

May 5-16
May 8-9
May 12-16

May 13-14
May 15-16
May 15-16
May 15-23

May 16-20

May 17

May 19-20
May 19-21
May 19-22
May 19-23

May 21-30

May 21-June 1

18:42

World Commission on Forests and Sustainable
Development, Cameroon.

World Health Assembly, Geneva.
OECD EPQC, 11™ Session, Paris.
London Convention, Scientific Group, London.

Fourth Meeting of the Task Force on Health in
Development, Geneva.

Special Session of the UNICEF/WHO Joint Committee
on Health Policy, Geneva.

North West Atlantic Fisheries Organization (NAFQ)
Intersessional Meeting on Non-Contracting Party
Fishing, Brussels.

FAO Commission on Plant Genetic Resources, Rome.

Ad Hoc Working Group on Biosafety, Montreal.

U.S.-Mexico Binational Commission, Science &
Teghnology sub-group preparatory meeting, Washington.

U.$.-Japan Common Agenda for Cooperation in a Global
Perspective, Plenary Meeting, Washington.

Adyvisory Committee on the Protection of the Sea
(ACOPS) Meeting on OCEANS

Global Environment Facility Replenishment Meeting and
Council Meeting, Washington,

Meeting of States Parties on the Law of the Sea, New
York.

Intemational Tropical Timber Organization (ITTO) 22,
LaPaz, Bolivia.

Antarctic Treaty Meeting, New Zealand.

@ousso1s
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May 25-30
May 25-30

May 26-29
May 26-30
May 27-29
May 28

May 28-June 6

June TBD

June TBD
June TBD

June TBD

June 2-9
June 3-6

June 5-9

ecutive Com;nittee of the Montreal Protocol
Itilateral Fund, Nairobi.

er Congresso de Parquc% y Areas Protegidas, Santa
a, Colombja.

International Environmental Agency Workshop on R&D
and Technologies for Actjvities Implemented Jointly
(A1), Yancouver.

UNERP Intergovernmental Negotiating Committee, 3%
Session for Prior Informed Consent (PIC) Convention
for chermcals and pesticides, Geneva.

Asia-Pacific Environment Cooperation Organization
(APEC) Maring Resources and Conservation, Pusan,
Korea.

US-EU S The Hague.

International Maritime Organization/Maritime Safety
Committee 68, [London.

UN Outer Space Committee, Vienna.

Basel Conventipn - 12th session of Technical Working
Group, Genevz‘D

Intcr—Ammican; Tropical Tuna Comimission Annual
Meeting, San J t’)se, Costa Rica.

rctic Monitoring and Assessment
) Seminar, Norway.

Open-Ended
Nairobi.

lorking Group, Montreal Protocol,

Independent World Ocean Commission, Rhode Island.

@nngs015
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June 8 APEC Senior Environment Officials Meeting, Toronjo.

June 9 U.S.-Mexico Binational Commission, Science &
Technology sub-group meeting, TBD.

June 9-11 APEC Meeting of Ministers on Sustainable
Development, Toronta.

June 9-13 North Atlantic Salmon Conservation Qrganization,
Greenland. '

June 9-13 AEPS Senior Arctic Affairs Officials Meeting and AEPS
Ministerial, Alta, Norway.

June 9-13 = UN General Assembly Special Session (UNGASS) on
Environment, Five Year Review of Agenda 21, New
York.

June 9-13 Great Lakes Fishery Commission Annual Meeting,
Ottawa, Ontario.

June 9-13 ~ APEC Fisheries Working Group, Cabo San Lucas,
Mexico.

June 9-20 Convention on Intemnational Trade in Endangered

Species 10" Conference of Parties, Harare, Zimbabwe.
June 12-13 AEPS Ministerial, Alta, Norway.

June 12-14 National Council for Intemational Health Annual
Mezeting and Conference, Washington.

June 14-135 National Council for International Health, Governing
Board Meeting, Washington.

June 14-18 International Maritime Organization/NAYV 43, London.

June 16 Board of Governors of the U.S.-Israel Binational
Industrial Research and Development Foundation,
Washington.

¢
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June 16-20

June 20-22

June 23-27

June 22-25

June 23-25

June 23-27

June 23-27

June 24-27

June 25-27
Before June 30
July TBD

July TBD

July TBD

July TBD

July 1-17

July 7-11

26470217 @ot1s015

Ecanomic Commission for Europe Long Range

Transboundary Air Pollution (ECE LRTAP) Working
Group, Geneva.

G-7 Summit, Denver, Colorado.
UN General Assembly Special Session on Agenda 21 -
Five Year Review of the UN Conference on

Environment & Development, New York.

North American Commission on Environmental
Cooperation, Montreal.

“

U.S.-Israel Binational Science Foundation Board of
Govemnors; Jerusalem, Israel

Commission on Sustainable Development; Agenda 21
Meeting, New York.

PAHO Executive Committee Meeting, Washington.

Multilateral Conference on South Pacific Fisheries, 'k
Majuro, Marshall Islands.

NATO Science Committee, Lisbon.

U.S.-Egypt Joint Board, Cairo, Egypt.

Sea Turtle Implementation Treaty, Caracas.

Queen Conch Annual Conference, San Ju.an.
: i

U.S.-Japan Cooperative Medical Sciences Program,
Japan. i

U.S.-EU Fisheries Consultations, Washington.

.- e

|
Intergovernmental Oceanographic Commission ! : l
Assembly, Pans. 3 '

Sustainable Forest Management, Seoul. }
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July 9-11 Intergovernmental Panel an Climate Change Bureau 12*
Session, Geneva.
July 14-18 Intemational Maritime Organization, Logdon.

July 28-Aug 8

Framework Convention on Climate Chs
Bodies on Scientific and Technical Advi

Implementation, AGBM 7" Session, Barjn.

jge: Subsidiary
Ne’

Aug TBD Latin American Organiza?t,ion for Fisherigs Development
(OLDEPESCA) Meeting, Pern,

Aug 8-12 International Conference “Order for the Qceans at the
Tum of the Century”, Oslo, Norway.

Aug 18-22 Convention to Combat Desertification, New York.

Aug 18-29 International Seabed Authority, Kingstoy, Jamaica.

Sept TBD US - Argentina Space Conference, Buenps Aires.

Sept TBD Mantime Powers Meeting, Tokyo.

Sept TBD Prior Informed Consent on Trade in Toxjc Chemicals,
Session 4, Brussels.

Sept 1-5 Convention on Biodiversity SBSTTA 3,|Montreal.

Sept 1-5 Meeting of the Scientific / Technical Subsidiary Body
Under the Biodiversity Convention (SBSTTA), 3
Session, Montreal.

Sept 3-5 Scientific Comumittee of the Convention ffor the
Conservation and Management of Pellagk Resources in

‘ the Central Bering Sea, Gdynia, Poland.

Sept 9-17 Ninth Conference of Parties to the Montfeal Protocol,
Montreal.

Sept 14-18 1997 International Health Congress, State of Maryland

and WHOQ Baltimore, TBD.
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Sept 15-19
Sept 15-19

Sept 15-19

Sept 15-27

Sept 16-22

Sept 25-29
Sept 25-Oct 3
Sept 28-30
Sept 29 - Oct |
Oct TBD

Oct TBD

Oct TBD.

Oct TBD

Qct TBD

20268470
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Northwest Atlantic Fisheries Organization Annual
Meeting, St. Johns, New Foundland.

19th Annual Meeting of NAFO, St. John's New
Foundland.

Economic Commission for Europe Long Range
Transboundary Air Pollution (ECE LRTAP)kamg
Group on POPs, Geneva.

International Maritime Organization/ Diplomatic
Conference for Annex VI of International Convention
for the Prevention of Pollution from Ships (MARPOL),
Marine Environment Protection Committee 4, London.

VI EuroMAB Congress, Belarus.

Intergovernmental Panel on Climate Change 13"
Plenary, Male, Maldives.

International Council for Exploration of the Seas (ICES),
Baltimore.

North Pacific Anadromoces Fisheries Commission,
Victoria, British Columbia.

First Conference of Parties to the Desertification
Convention, Rome.

OECD Committee on Scientific and Technological
Policy, Paris.

Basel Convention COP - 4, Kuala Lumpur.

North Pacific Marine Science Organization (PICES),
Korea.

. London Convention Meeting, London.

NATQ Committee on Challenges to Modern Society Fall
Plenary, Madrid.

@013/015
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Oct 4-5

Oct 13-17

Oct 13-22

QOct 15-16

Oct 20-31

Oct 27-31

Nov TBD .

Nov TBD

Nov TBD

Nov TBD

Nov 3-6

Nov 4-6

Nov 14-16

Dec 1-12

Dec 2-4

U.S.-EU Task Force Meeting on Communicable
Diseases, London.

Biodiversity Convention - Ad Hoc Working Group on
Biosafety, Montreal.

Eleventh World Forestry Congress, Antalya, Turkey,

Fish Expo, '97, Boston.

UN Framework Convention on Climate Change:
Subsidiary Bodies on Scientific and Technical Advice,
Implementation, AGBM 8" Session, Bonn or Geneva.

Annual North Pacific Anadrymous Fish Commission
Meeting, Victoria, Canada.

Cartagena Protocol on Land-based Activities, Kingston,
Jamaica.

5" Meeting of the Yukon River Panel, Anchorage.

International Maritime Organization 20th Assembly,
London,

University of North Carolina - Speaking on Infectious
Diseases.

Second Annual Conference of Parties, Convention for
the Conservation and Management of Pollack Resources
in the Central Bering Sea, Seattle.

Global Environment Facility Council Meeting,
Washington,

Annual Meeting of the International Commission for the
Conservation of Atlantic Tunas, Madrid, Spain.

Framework Convention on Climate Change Conference
of Parties 3, Kyoto, Japan.

Pacific Salmon Commission - Bilateral, Vancouver.

doiaso1s
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Dec 6-11 American Society of Tropical Medicine and Hygie’re. :
)
1998 Calendar Events
Jan 4-15 Conference of Parties to the Convention on Biodiversity,
: CQP-4, Bratislava, Slovakia. ‘t ’

March TBD Summit of the Americas, S_antiago, Chile.

s
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74
6 March 1997 77/L’
Please See Attached List

USDEL/Geneva, Mark G. Hamgerd#®>

Negotiatjons under the Framework Convention on Climate Change
Periodic|Update No. 9 for March 5/6, 1997

E“g

This message utnsmits unof¥lelal reflections on activities and developments durlng the climate
negotiations which are b:ing held In Bonn between February 24 and March 7, 1997, While the contears
are unclassified, this report is intended for use by officials of the U.S. Government, only. This report
covers acrivities from the: aRermoon of March 5th through the morning session on Thursday, March 6.
Also included are more ¢i:tailed reports on meetings held on March §, including summaries of the March 5
discussions on QELROS aad on the “non-groups” on Article 4.1 and on institrions and mechanisms,
These summaries were p:spared by Jine Leggett-Emil, Clare Breidenich, and Debby Stowell respectively,
Also included is a selective sampling of the latest “ECO's” pearls of wisdom (drawn from the enviro rag
financed largely by the [rish/Germiin Environment Ministrics -- hence its parpetual antj-U.S_ slant.) The
final paragraphs can be u:ed as a DAR item as desired and appropriate. This will be our penultimate
rcport,,

Barreling Towards an Ea:|y End

“Nepotiating” Text Near_ (-ompletion. and the AGEM Appears Anxigus to Adjourn

The key process . ssue facing the AGBM -- what kind of text will emerge by the April 15 deadline
== has been resolved.  Accordlng to Chairman Estrada, the “simplified” compilation text will serve as the
formal negotiating text fcs the July/Avigust meetings. China anempted to question this decision, but the
Chairman ignored the isst+ and restated this view on March 6. All substantive proposals will be included,
despite the Chair’s continuing misgivings abeut the validity of some conceprs in terms of the Beglin
Mandate. In this regard, -;ur paragraphs on joint implementation, Annex B, and evolution remain in the
final document. So do th: differentiarion concepts and OPEC's compensation proposal. Additional
Proposals will apparently he accepted for inclusion In the document if they are received by the end of the
tonth. (This point still n:eds to be clarified, bur this was the intent of the Chair last night) The AGBM is
oW expected to end its i.2etings by mild-day tomerrow, Friday, March 7. The Subsidiacy Bady on
Implementation will conane on the afternoon of March 6 to finalize its report.
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Prior to the AG M meeting on March 6, we raised with Estrada our concern about the need not 1o
limit us to the numbers cuirrently put forward ln the compilation text. Estrada took our point and, at the
beginning of the meeting, indicated that the values of 'x,* ‘y,” or ‘' (reflecting a final EU formulation for
its remaining five percen) remain open and subject to additional interpretarion or amplification throughout
the negotlating process. Estrada had initially queried us as to why this polnt was necessary, We
expressed our concem thiit the Saudiq, Kuwaltls, Nigerians or others keen to disrupt the process ((and
guided by guiley Americiin (non-USG) legal advice)) might use the absence of such a clarification as a
pratext to challenge the ir cluslon of ey additional numbers. The Chair insisted that he would rule such
an atternpt as being out ¢{"order, However, he relenrad and agreed to make his point in as subtle a way as
possible so as to keep the: issue fram becoming a floor fight. He also told us that he would be handling the
evolution question slmilirly. Thus, we did oot have to rely on our strategy of having mulrtiple parties
inwoduce or refine propc:als of their own. (The countries in question are New Zealand, Russia, and
Canada.) The Russlans ; id, however, move their paragraph on evolution into this place in the text (it had
been in the part on 4.1.)

ELI Still Sputtering abou; their Bubbl

As reparted In Update No. 8, the EU was not enamoured by our effort 1o use the range of
commitments allegedly ajreed upon in their recent communique for the purposes of this text. Ata
bilateral with with the EC: and EU Presidency on March 3, we again pointed out that we do nat Rccept an
EU bubble concept for th o post-2000 period. With much self-righteous indignation (but without the
caustic emotion evidenced by DG-XI's Jorzen Henningsen earlier in the day, the EU flatly insisted that
they are entitled to bubbli. Full stop. We understand they are asking their resident lawyer (poor Patrick
Szell has been given the :1sk) of drafting a defense/justification of the bubble concept.

AT two social evinrs later in hu: evening, EU representatives also pushed their bubble concept,
Henningson sputtered ab; ut how the 1.5, delegation “Is out of control” on this issue, but picked a wrong
target for his irc when he raised the issue with L/OES’s Sue Biniaz. Ata small dinner hosted by the
British, we fclt compelle] to tell thoss present (including Chairman Estrada and the chief Dutch and
German delegates who were waxing tloquently abour the beauty of the EU process and the grand prograss
achieved by their announsed 15 perceat commitment) that the U.S. does not recoggrize the bubble.
Estrada, who had questioried the EU’y numbers, nonetheless, acked if the U.S. intends to block agreement
ar Kyoto because of the Liibble issye, We responded mercly that this is one of many issues which must be
decided by Kyoto. The I'anadian present (Tony Clarke) and our Japanese colleague (Takeo Shibata)
provided little assistance in this regard, bur the mood remained cordial with the molllifying influence of our
British host (Peter Unwis),
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Qther Jssues Raised with. the EIJ

At the hour lon;: March S meeting with the EU (present were reps Gom the Netherlands,
Germany, the UK, Swetlen (the vencrable Bo Kjellen) and a note-taken from the EC (the EC's Jorgen
Henningsen did not shov/, undoubteldly out of picque over his carlier run-in with us.), we discussed the
following topics: (a) pr:cess issues {we all agreed that all substantive jtems should be retained); {b)
evolution (the EU claim:. that their protocel framewark's mention of a review In 2002 constitutes a
satisfactory evolutlon cor cepr); (c) atinexes and 4.1 obligations (the EU strongly favors the holding of an
Intersessional devoted to hese issues, including technological matters; (d) the level (the EU believes that
Its distribution of emissias targets among its members is an internal matter, although it was conceded that
gansparancy is important; and (e) policies and measures (Bert Metz stressed that the EU supports
flexibility and reiterated oncern that there is not enough time to work out emissions trading by December.

The Japanese Still Need ( Boarding Pass

We also met on Varch 5, for nearly 90 minutes, with most of the Japanese delegatlon (including
Ambasador Tanabe, MIN'("s Ishiumi, the MPA's Furaya, and the Environment Agency’s Hamanaka. It
was clear from this discu: sion that th2 Japanese are as far apart from us as ever on key aspects of our
proposal. Under Ishiumi’s apparent guidance, Japan remains opposed to emissions trading. Ambassador
Tanabe made it sound as hough he dld us a big favor by not expressing his misgivings publicly. (He
probably did.) The Japenese also appear increasingly wed to an as yet ill-defined differantiation concept,
and they remaln very uncomlortable with our “evolution” article.  They pressed us as ta why we cannat
support their menu appra.ich on policies and measures, We asked key USDEL members on March 6 1o
targer various of our Japiiaese colleagues especially on questions they raised about emissions trading.
However, we will need t: take advantage of other bilataral discussions with Amb, Tanabe (dwring his
forthcoming Washingtor visit, perhaps?) and his superiors if we are to rn the Japanese around oz any of
these important matters.

NGOs Not Sure What 10 vlake of it 211

Qur impression is that NGO; -- both business and the environmental representatives — are unsure
about what this meeting *as been all about, While we are pleased by the opportunity it has given us to
amplify on our proposal :nd to come up with a text which {ncludes our points, the NGOs remein critical of
us because we have not ir-woduced any numbers. At the same time, they are also quietly disappointed, one
senses, that the EU's praposal has not had a greater visible impact. Business types expressed concern to
one of our Congressions. staffers that the U.S. might be in cahootws with Australia and would push a range
of numbers, including pl.s 30 percent as part of a possible range.  We told the staffer that we were por in
discussion with the Aust-1lians about this, although Australia did in fact try 1o amend its submissjon with a
range reflective of the E!." numbers. In any case, we are slated to meet with the NGOs and business
representatives after this :ftemoon’s SBI session. At the request of one key U.S. NGO, at 1aast a porthion
of their session will be g.7en over 1o a group of “international” NGOs who will, if past pracitice is any
guide, lament the U,S. positiog,

004/010
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The_follawing paragraph: can be usei as 2 DAR iterm as desired or agpropriate:

Climate Talks, Update Ni; 9 (March £/6) Process Issues Now Clarified ag AGBM Appears to be
Barreling Towards an Ea’y End

The key process ‘ssue facing the AGBM - what kind of text will emerge by the April 15 deadline
~ has been resolved. Anording to Chalrman Estrada, the “simplified” compilation texr will serve as the
formal negotiating text fc1' the July/August meetings. China attempted to question this decision, but the
Chairman ignored the iss)e and restatzd this view an March 6. All substantive proposals will be included,
despite the Chair’s contirtiing misgivings about the validity of some concepts in terms af the Berlin
Mandate. In this regard, cur paragraphs on joint implementation, Annex B, and evolution remain in the
final document. So do thu differentarion concepis and OPEC's compensation proposal. Additional
proposals will apparently a¢ accepted:for inclusion in the document if they are received by the end of the
manth. (This point stll rieds to be clarified, but this was the intent of the Chair last night.) The AGBM is
now expected to end its riestings by 1nid-day tomorrow, Friday. The Subsidiary Body on Implementation
will convene on the aftemacn of March 6 to finalize its report,

As reported in Update No. 8, the EU was not enamaured by our effort to use the range of
comm!iunents allegedly 2yreed upon in their recenr communique for the purposas of this texr, Ata
bilatera] with with the EC and EU Présidency on March 5, we again pointed out thar we do pot aceept an
EU bubble concept for th: post-2000 period. With much self-righteous indignation (but without the
caustic emotion evidsncel by DG-XI's Jorgen Henningsen earlier in the day, the EU flady insisted that
tLiey arc entitled to bubbi«:, Full stop. We understand they are asking their resident lawyer (Patrick Szell
has apparently been give: the task) of drafting a defense/justification of the bubble concept.

At the hour lon;t March 5 meeting with the EU (present were reps from the Netherlands,
Germany, the UK, Swe:en (the venzerable Bo Kjellen) and a note-taken from the EC, we discussed the
following tapics: (a) pr:cess issucs {we all agrecd that all substantlve items should be retained); (b)
evolution (the EU claim:. that their protocol framework's mention of a review in 2002 constitutes a
satisfactory evolution corcept); (c) aunexes and 4.1 obligaions (the EU strongly favors the halding of an
intersessional devoted 1o these issues, Including technological matrers; (d) the level (the EU believes that
its distribution of emissi-ing rargets anong its raembers ls an internal matter, althouph it was conceded that
transparancy is imponart; and (e) pulicles and measures (Bert Merz stressed that the EU supports
flexibility and reiteratec. concern that there is not enaugh time ta work out emissions rading by Deceinber.

We also met or March 5, for nearly 90 minutes, with mast of the Japanese delegation (including
Ambasador Tanabe, MI'(I's Tshiuml, the MFA's Furaya, and the Environment Agency’s Hamanaka, It
was clear from this discrission that the Japanese are as far apart from us as ever on key aspacts of our
proposal. For example, Japan remains opposed to emissions wrading. In addirion, the Japanese alse
appear increasingly wed to an as yet ill-defined differentiation concept, and they are very uncomfortable
with our “evolution” artizle. They pressed us as to why we cannot support their menu appraach on
policies and measures

Our impressiot is that NGCrs — both business and the environmental represcnratives <= aze unsure
about what this mecting has been all'about.  While we are pleased by the oppertunity it has given us 1o
amplify on our proposa and to come: up with a text which includes our points, the NGQs remain critical al
us because we have not inroduced any numbers. At the same rime, they are also quietly disappointed, one
senses, that the EU’s pr:posal has not had a greatar visible impact.. We are slated to meet with the NGOs
and business representatives after thls afternoon’s SBI session, At the request of one key U.S. NGO, at
least 2 portion of their stssion will b given aver w a group of “intemnational” NGOs who will, if past
pracitice is any guide, biment the U.83, position. (Hambley)
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SUMMARY OF AGEM 6 DISCUSSHION OF QELROS (3/5/97)

The AGBM sesslon discu: sing Quantified Emission Limitation and Reductian Obligations (QELROS)
managed to streamline mrich of the te:t in the framework compilation document, and to clarify a pumber
of Parties’ positions on spw:cific topics. It alse included expected oppesition by developing countries to
flexibility mechanisms ar{ voluntary commitments by non-Anncx ] Parties, The question of the session
(and week) was ‘when w1l the blanks on targets and timetables be filled in?' The EU has proposed 15%
below 1990 levels in 201 (CO2+CH#+N20) as a negotiating position (not a unilateral commitment), with
an agreed reallocation of that within the EU ranging fram -30% (Luxembourg) to +40% (Portugal). When
the EU refused to submit these specific allocations to EU Memberz as proposed negatiating text, ths US
offered the EU's range ot allocations s its own proposal for a negotiating range for QELROS. Norway
propesed a “‘common targ.et” of -10% to -15% in 2010 for all GHG, to be allocated differentially among
Parties. A number of Parties indicated| their wish to se an emission reduction obligation for 2005 (although
no specific target for that ;7ear is now sontained in the EU proposal). Russia stated that it believed a rarges
for 2005 would be unrealistic. AOSLS|retins its target of -20% in 2005 for CO2. Zaire emphasized its
proposal far stricter targets for Parties.that have not met the aims for the year 2000 in FCCC Adticle 4.2
than for Partics that do. t4any redundancics an coverage of gases by QELROS were removed, with the
remaining text propasing “he full vange from a fully comprehensive approach (using GWPs) to explicit
targers for each gas, incluling CO2,

A number of Parties exprussed support for additional flexibility for EITs, particularly by allowing them to
use a base year other thar, 1990, On cther aspects of differentiation, only the US, with Russia and the EU
have opposed it in the Ky+sto timeframe, while Australia and others are almost monotone in thelr insistence
on {t. The EU also stated that in the “Ipnger term” they would support a "more sophisticated” method for
allocating emissian reduci lons among Parties. Chow, as chair of the session on Tuesday afternoon, noted a
sezming consensus in fay ur of differantion as more fair and equitable, but that an effort [n that regard may
be complicated and difficlt prior to Kyoto. He also noted that presentation of quantitative examples of the
outcomes of proposed midicator-based allocations might be necessary to move discussion forward,

The Netherlands, on beh:!f of the EU, noted interest in the US proposal for budget periods, burt stared its
unwillingness to discuss :1at option uatil the USG becomes more specific about its intended Jevel and
timing of budgets. They 1urther stated char emission budgets should not postpone when emission
reductions become legally binding an compliance with them can be manitored. China suggested that
“emissjon budgets” (alor;; with many other aspects of the US proposal) are not mentioned in the Berlin
Mandare and are therefor: outside its scope. Canada, Australia and New Zealand indicated their support
for multl-year or comula: ve targets. Canada also suggested that it would provide text for multi-year
averaging of the base ye: - as well. Besides the US, interest in rading was apparent from Australia, New
Zealand, Russia, Norway' and others, The EU stated its doubt, due especially to questions regarding
monitoring and verificatinn, that trading (or JI) could be negotiated by Kyoto. The G-77 and China clearly
opposed rading and J1, t/though a schism is becoming more apparent on this topic. Péry broke ranks and
spoke in favor of retainin 3 the JI option. The opposition of many Parties to borrowing was clearly stated.

All Parties agreed that the: QELROS should be legally binding, and EU indicated its intention thar the
Policies and Measurcs obligations alto be legally binding. France and Switzerland also uaderscored that
QELROS should be legelly binding for each Annex | Party. The EU reiterated their position favoring an
explicit long-term conce: tration target of 550 ppm, to limit temperature increase to 2°C above pre-
industrial levels.

Leggen:3/6/97
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Non-Group on‘ Advancing the Implementation of Article 4.1 Commitments

The non-group on advancir.j the implzmentation of 4.1 commitments met for the second time on
Wednesday afternoon unde: the chainnanship of Evans King of Trinidad and Tobago. The Chair
opened the session by prov.ling a compilation text, which was essentially identical to the 4.1 section in
the compilation document prepared by the Secretariat, King proposed that the group use the text as a
basis for grouping similar concepts and features under sections corresponding to the elements of
Article 4.1 (a - j). The Unit:d States noted that while it supported the approach, that it was concerned
about the possibility of adding permanent headings to the text. After some discussion, it was agreed
that any headings were to bi: used for discussion perhaps only, and would not be featured in a revised
compilation.

The group spent the next tv/o hours debating the desirability of moving text around. While the G-77
had originally supported tht idea, the Phillipines, supported by China, Iren and Nigeria, soon argued
that any changes to the G-7°7 proposed text would be completely unacceptable. The United States
attemnpted to move discussitns forwand by identifying the corrclation of each element in the US
proposal with specific provisions of Article 4.1. The G-77 stated that, while it was perfectly acceptable
for the US to move its own text around, any revisions would not and could not be made to the G-77
text. To the consternation i { the Chair, the only approved change was elimination of a paragraph of
text proposed by the Russi:in delegatian. The compilation text will return intact to the AGBM.
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Non-Group on Institutibnal and Mechanisms

The non-mandate for this non-group was to look at Chapter 1, preamble and definitions,
and Chapters 6 & 7. 'I'he session began with the Tanzania for the G-77 and China calling
for Parties to use curr:nt mechanisms instead of creating new ones. This was preceded by
an overly long discus;ion of whare the non-group should start, Chapter 1 or Chapter 6.
China also intervened to say that it was premature to look at any of this, that “substance
determines form” the:2fore this could walt. And as China has stated many times during
the course of this weelt, not to mention whenever the non-group looked ar a new section,
everything must com:ly with the Convention and the Berlin Mandate.

Despite the less than promising beginning, the non-group trudged through most of the
sections it was asked to look at.’ However, time ran out before the non-group was able 10
look at Chapter 7. This chapter as well as Chapter 1-B. Definitions, Chapter 6-B.
Secretariat will be hardled by the Secretariat for a technical streamlining. The Chair
made it clear that notting would be taken away, that whete possible, the Secretariat
would group similar :“ems together.

Before the meeting c.)sed, Norway intervened to introduce entry-into-force language
which was submitted to the Chedr. It basically calls for entry-into-force to occur 90 days
after 15(7) countries ‘accounting for 75% of Annex I emissions) have ratified the protocol
or other legal instrumiznt.
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Eco has been published by Non-Clovernmental Zavirenmental Groups at major internatlonal conferences since the Stogkhalay Environment
Conference In ]972. This istue is p)duced co-operatively by CAN groups attending the Climare Negotiations in Bonn, February-*areh 1997,

US Proposal: Uncertainty Reigns

There is controversy about many of the «entral
¢lements of the US propasal in these rugotia.
tons: cmissions trading, multiycar b,dgels,
“borrowing™ of emdssions (rom furure hudget
periods, and joint implementation foi credit
with developing countries. NGOs anil other
govemments are walghing these clemer1s with
varying degrees of skepticism.

But there are aspeets of the US proposal
arqund which therc is no uncertainty: it as no
reduction largets, and it has no umclin:s. The
absence of these central features casts dzubt on
the whole framawork the US s uying !> mar-
ket at this session,

As the US itsell admiued in its December
“non-paper,” emisslons trading and join imple-
mentation for credit wil] require detailec elabo-
ration of 2 host of monitoring and verilication

saf:guards, Given this, and the strong opposi-
tion of the G77 and China, it's difficult to sec
how thesc clements can be negotiated by
Kyoto, JI for crediy with developing counties
is especially problematic since bath the donor
a¢! host countrics would have a clear incentive
o inflate the project baselines, and hence the
credits earned.

With sufficient ime and effort, these prob-
lems might well be overcoins, But the question
reraains, 10 what end? If this much-louted
“fluxibility” allows the US and other industrial
countries 1o commit 0 aarly, substaniia) emise
sions reducdons, then these mechanisms eould
be well worth pursuing. But if. as many fear,
they are designad to allow the US o avoid do-
mestic action ta cut its excessive GHG emls.
sions. they should be rejected outight,

= S -

Yeslerday ihe chalrman tock a siricter iz

NP P |
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The key o solving the glebal wanning prot
lem long-term is the coninued devalopment an
scecleraed deploymentof clean energy and tran:
poruation technolagies. This will anly happen
the US and other industrialized countries adog
palicies and measures — many of them politcall
sensitive ~ to overcome cxisung market barries
to thesc lechnologies. Strong QELROS. stanin
no laiter than 2005, are cssenvial o dive the:
changes in domestic palicics and measures.

Which brings us back ic the missing ¢h
menms of the US proposal, Withoul the targe
and limetables that oiher partics, sueh as 1t
EU. arc at last stanting 1o provide. it is imposs
ble 10 judge whether the US is acting in go¢
faith lo facilitale the subsianual early emissios
reductions required, or merely prornating a pr
scripdon for delay and inection at home,

if the US wans is proposal$ (o be give
scrious consideradan, it must fill in these dedai’
and soon, It shauld also drop the indefinite “be
rowing™ pravisions that have been the focus
widespread critcism from povermments w
NGOs alike. Even assuming crissions budge
and a trading regime. there arc other complinn
mechanisms = such as aulormalic discouming
noncompliers’ credits and a halt on additior
credit sales — that ara ag least as effective
avoid the taint of ~“permissiblc noncompliane
associated with indelinits barrawing.

Conference Reparts
Stop ldling Japan!
Norway Raveals Itselt
Whose Campensaticn
Help Wanted

Ludwig

NGO Statement

Ing
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- Stop Idling Japan'

by Kyoko Kawasaka, CASA

The EU selzed the initiative by propesinga . 1%
emissions cutby 2010. Ashost for COP3 wel:ep
loukingo]apan for some signoflcadcrshipinthe
negoliations. butall we have scensa farisatoJrist
presentation on the historic city of Kyoto. ‘The
Japanese delegation has gained most amentio: for
its criticism of EU praposals. but we would ke
some sign that they are doing something posiive
10 thike the negotations wark.

We have just eight manths to Kyolc. To
gain some credibility in such a shert time Jipan
needs 1o get a protocol that will send ere:iblc
signalg to change to sustainable cnergy i jus-
try. Here are three suggestions. ..

First, slgnificant averall teducdons in GHGs,
at least as progressive a$ the BU. Second, o~
duee a lcgally binding reduction targel for 2005.
Third. take notices of other countries’ prop:sals.

Fortunately the Japanesedelegaies anno 1nced
openly (o 3 meeting with NGQs that the Iapan
will stand by its suppon for the Geneva de¢ lars-
lion and will negotlace 3 lagally binding uiget.

~ However, the concrele argct ig sdll  non-
number, Because Japan is trapped be.wcen
MITL. which wants business as usual, nd its
role as hast of COP-3. It seems to be unile to
give the leadership we need. This is why fapan
needs to bring its indusuial pobicy in line with
the FCCC, Unfortunately. the great enjine of
Japanese technology and innovaton coninues
10 idle when it should be accelerating.

T202 847 0191
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Whose Compensaticn?
Some OPEC govemments have raised th issuc
of compensaton for revenues lost asa r:sult of
Annex 1 commitments to reducc em:isions.
These countries should perhaps be cau jous in
raising the subject, From whom, altee all,
would developing countrizs sesk compensation
{or the devastation of climate change iimpacs?
[co cannot help but wonder how oil e orting
navons would respond 10 such comp-:nsation
demands fof losses suffered as a result of insuf-
ficient action o slow climate change. It almost
makes one think of cach barrel of oil «<poried
in 12ms of increased fulure liability.

Help Wanted |

Any comactions (o the industry lobby gioup po-
sivians. as presentad in that “Green Report” on
puppels. Wil e welcamad. Pleasc £ bmit in
writing and errata will b published on “riday.

We espeeially look forward 10 e sions 10
e submiticd by the Global Climawe oalition
whu leel they were misrepresenied.

—
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by Tessa Robertson, Greenpeace
Yosterdty Norway becime the third Annex 1

Party aficr Swilzerland and the BU 0 put a

target on the wble. Like the EU, Norway |s
propoiing 2 10-15% reduction in greenhousc
gases from 1990 lavels by 2010 for Annex |
Parties as a group, and Its wrgex is for a baske!
of garcs, However, the target includes removal
of ermisslons by sinks - the so-called net ap-
praach — which is nat supported by the EUasa
groug. The target is 1o be achieved thraugh "eq-
uitable burden sharing” within Annex 1 Panies.

The 'ZU. of course, agreed a burden shanng

allocntion ameng the member states on Mon-
day, ulthough with the cxcepion of France i
doas net support differentiation actoss the
whole of Annex ! for Kyato.

S0 why is Norway's proposal differsnt {rom
the EU's? AL Tuesday's differcniiation work
shop. Jorgen Henningsen from the European
Cormmission wicd 1o answer this queston by
explaining the unique situation of the Commu-
nity and ita member states. 2 situation which
Jenzthan Pershing of the USA secmed to recog-
nise during his presentation on the US propesal.

‘This answer did not secm adequate ta coun-
wrie¢ such as Japan and Australia, Their concem

Ludwig Is delightad (o se& how keen China ison
tecycling. In fact, his old friend Mr Zhong is s0
raken with the idea that he felt obliged to offer a
practical demonstration 10 delegaics yesicrday,
by offering us a repeat of his famous siory about
the sign In the park he used to visit &s  boy ("no
dogs or Chinese™), Perhaps before we leave he
mily also choose (0 demonsirate soMe econOMmy
measures, paticulasly onas that could save Gime.

The names of indusuy groups arc geming
distinctly far-fetched. Yesterday Ludwig spotied
abadpe Iabelled “International Petroleum Indus-
trt Environmental Conservation Organisation”,
A: tha moment he is Lom between two explana.
tions; is this 4 group which wishes o conserve the
crvironment of the petralcum industry. or is this
a joke by the Secretarial staff who produce the

QNN WARGH:’97 NGO NEWSLETTER:

Norway Reveals Itselt
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seams (6 be more the maral quesbion — why is it
all right for the EY to differentiate a targal
amongst itself when it opposcs differantaton
for the whale of Annex 17 : _

The differcnce between the EU "bubble”
and the praposals made by Norway and Aus.
tralia is obvious. Within the EL, a aumber of
countries arc preparcd 1o accept significant cuts
in their own emissions in ardar 1 allow others’
cmissions to increase. This is not trua of Nor
way. Austalia, which support differeatiation so
thal their own emissions can rise by significant
amounts. Quiside the EU, which Annex I coun-
trics are prepared 1o reduce their emissions so
that Australia et al can increase”?

On Tucsday. Germany's Comelia Quennet
challenged these countries proposing complex
schemes for differentiation to il us what tar-
gets they afe preparcd o take on for thelr own
natlonal emissions, So far. nane of them has
taken up this challenge. And yct this informa-
don s essentia] for us to test Norway's ant
Australia's assertdons that &i'f srentiation woulc
bring about greater reductions = and hus
greater environmental bene (it ~ than the kind o
low flaf rate argel which counuies would b
prepased 1o accept for Kyoto.

badges?
NGO Update

Manfred Treber, Klaus Milke, Christoph Bals -
Cermanwarich; Ayako Qhkubo - People’s Fo-
rum 200]; Kilaparti Ramakrishnd «Whods
}ole Research Center

MOS-CO.TIEHI';I? /
Gymnasivm

NGO Party!

Tonight at 9pm in the Amas-Comcnius Gy
pasium (a school ot a gym). 10 minuies fre
Siadthalle (sce map). Turn right down
walkway opposite new church tower. By !
(wo minutes walk from “Hans Buckier Alic
school entrance in Zanderstrasse,

THANKS

The Climate Aclion Netwark weuld fike 10 thank |
Envitonment Ministries of Germany and 1
Netherlands, who have providzd funding lor Ece.

With resoufces coniributes by: APC Nelwo
and BuroFax.

EE OF CHARGE
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Erom: USDEL/Geneva, Matk G. Hambﬁ"f?&//
Sybiect: Negotiations under the Framework Convention on Climate Change

Periodic Update No. 7 for March 3/4, 1997

This message aimsmits unofficial reflections on activities and developments during the elimate
negotianons which are toing held in Bonn between February 24 and March 7, 1997. While the contents
are unclassified, this rep:rt is inteaded for use by officials of the U.S. Government, only. This report
covers activities from th: afternoon c!f March 3rd through the morning session on Tuesday, March 4,
Also Included are more (12tailed repoits on meetings held earlier this week prepared by USDA’s Whitman
and State's Wickwire; tvd pages from the latest edition of “ECO”, the rag published by environmental
NGOs, which includes 1:GO reaction to the EU “numbers” and  criticism of U.S. propasals, as well as the
repart of the "Earth Neg:tiations Bulletin” sovering all plenary acrivities for Monday, March 3. The final
paragraphs can be used i1 a DAR item as desired and appropriate,,

Climage Talks, Update Ny 7 (Macch /8 _*Simplifying” Gets Complicated as AGEM Plenary Plays 1o

AGBM Begins to “Simp j " Policies sland Meagures Aspects of it Propased Text
i

With Chairman Fstrada of th[e Ad Hoc Wurking Group on the Berlin Mandate (AGBM) insisting
that the tagk before the body is to “sir.[r plify” the compilation decumeat, rather than 10 negetiare ity
elemants, the plenary opccied oo March 4 with 4 discussion of the policies and measures (PAMS) portion
of the document. Few cciicessions wire mude by those Parties which submirted items for inclusion in this
section, but the Chair indizated that he had cnough imput 1o produce a revised document, ar least for a part
of this section. The U.S, 1nade the poiut that its view that nothing need tn be specified in the PAMSs had nos
been included, and we sujgested that F:is oversight be corrected in the revised version.

The EU’s lengh:« list of PMIQ was critfeized for is specificity by China and by ourselves,
although the EU emphasi;ed, in repet interventions, the importance which its attaches to PAMs. The
Iranians and the Saudis b:th chimed i with erjtical comments, and both emphasized that they did not want
to sce any part of thelr pr: posals removed. The Saudis took this view one step further by insisting that
countries be given the op :urtunity to retain aspects of propasals which may be ultimately withdrawn by the
Party initially proposing tliem.

What was more noteworthy than what was said in this plenary meeting was what was excluded or
postponed by the Chair.  China and Tanzania (speaking for the (G-77) both called on the Chair, for the
sake of “clarity”, to remc /e the EUs Annex X and the U.S. Angex B fiom the propased negotiating texr,
because these are not witl n the Berliz Mandate (sic). Reflecting remarks he had made to us prior to this
mecting (pls see below), I:swrada noted that Annexes will be discussed later and mentjoned (somewhat
ingceurataly) that for now lhey did not invelve G-77 countries and should nox be 2 cause for concearn,
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The more latessting actlor for the moment is taking place outside of the main halls in the varioys
consultations which the hair is holding with Partles, Atz late cvening dinner ou March 3, Esuada
essentially said thar he wants to wy 1o find a way t0 sort aut the problem of Annexes “outside of the
protocol process if necessary.” He voiced his opposition to joint implementatiion with credit for non-
Anuex [ Parties (althoujsh he sounded supportive of I1 within Auanex I); sonnded sympathetie about
emissions trading and ¢jnissions budgets and did not mention Afticle 1§ on ‘evolution,’ (We know that
he opposes its inclusion n the negotating text being prepared for June [)

Prior ta the Maich 4 plenary, we met with Estrada along with Mexico, Korea, and the EU to
discuss the EU and US 1espective giaduation annexes. 1lers, Estrada expressed concern abiout the
pressurc he is feeling from the G-77 and Chilna to remove these from the negotiating mandate. Estradc
said that he wants to “er capsulate” the concept and remove it as a point of open contention during this
session. He asked the Pirties presen! to get togcther to y to find a way of defining a graduation paragraph
in a manner which might make it more palamble. Korea was quits fortheoming in indicating that it prefers
our Annex B to the EU™; fuzzier forraulation. Mexico also indicated a similar sympathy, although it is
clear that they would pre:®er to cut a dleal with the EU rather than with their North American neighbor.

We agread to d:icuss our Annex B concept further on a bilateral basis with concerned countries,
However, we painted out on three oceasions during this conversation (as bluntly as we could) that any
suggestioin that our Angix B should be removed from the lext was not acceptable, We are prepared to
flesh out our concept mcye after we Have additional discussions, bur we might not be able to meer the April
15 deadline. Estrada siid he wouldry 1o bold back the Hoodgates on this mater, but he said he would
need our assistance. W:: promised bim some wrlney puints he could use to counter the argument being
advanced that Annex B i3 not withinithe scope of the Berlin Mandate.

One surprising «isclosure intlyded an EU remark that, while they will oppase the nclusion of our
Article 16 on “evolution” in the propesed logal insrument, they will in fact SupparT a Kyoto Mandate
which covers the next stes expected in (he climare change talks, This statement was made to us privately,
and following inquiries, 1 was Indicaled that the EU mighr even be willing to make conclusion of a
Protocol or other legal instrumen; contingent ont the approval of an appropriate Mandate on follow-on
steps,

mmmtcmmmcmmmwmm

As reported in Udate No. 6, the EU ministers decided on a fixed target of 15 percent for the year
2010. Only ten percent ¢1"this was dilferentiated at the present time.  If Parties agree to a 15 percent
reduction, additional allo:ations will be made, The reaction around the room has been quiet. The EU
decided not to make a staisment on this at the moming plenary, deterving 3 statement until later. The
NGOs routinely applaude] the announcement as hopefully putting more breath inta the negotiations, they
howaver criticized the lacic of any meition about 2005,and indjcated that this omission must be taken carc
of by Kyoto.

113 clear from d::cussions with various EU Teps that Lhis decisjon was taken on a puruly politieal
basis. It does ool appear t) be backed up by any degree of analysis, Agreement on a leve] and certaig
already hanmonized PANM: was the thrust of the decision. It was also suggesied that the EU expecrs the
U.S. to back them away from the 15 percent target. The EU is contident that it can make the 10 percent
target which they bave alzady distributed among the member countries.
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U.S. “Dog and Pany” Sliow a Sucecss

To a pucked audience, Mesbr, Pershing, Forrister, and Doniger responded 10 questions posed
about our prapopsed pratoco! framework at a lunch-time gatherlng on March 4. Among the concems
raised were oncs dealing with our arinexes, Artcle 16, JT, and emissions wading, Perhaps the bluntest
question came from (he jiead of the Japanese delegation, Ambassador Tanabe, who asked if the U.S.
Congyress will approve snything agreed t at Kyata (perhaps Tanabe has been talking to members of tle
staffdel in attendance at “his conference.)

Together with “hie round tatjle discussion of March 3rd, our proposal has now had a ful] public
airing. Dr. Pershing ex:eeded evenowr boldest cxpectations with his fluent presentation of our proposal,
and his adept handling «-* questions at the March 3rd round-table. Even delcgates who do net agree with
us ((including Malaysia iind Tran (whiose delegate commented: “You've gor quite ateam!™)) stated that our
proposal is the most concrete one prisented 1o date. (A contrary view is contained in the accompunying
ECO submission.) )

Aflernoon Aetivities; 101 First “N¢n-Group” Meets: NGQs_and Labor Concerns

The Chair anncimeed that tlie “non-group” on Article 4.1 — advancing the implementativn of
colnmitments - will stait on the afteinoon of March 4. There will also be the roundtable on
differentiation which was discussed in Update No. 5. We were asked by the Australians to sit on the
panel as “critical observes™ but deciined, offering mstead to pepper the panel with appropriately
prevacarive questions.

We will be meeting with entironmental and business NGOs after this aflemoon sessions, as well,
One issue which will uiloubtedly arlko is their exclusion from the “non-group” mectings (decided by the
chair with a bang of his jjavel yesterday). NGOs complain that this sets an unforlunate precedent. The
Chair argucs that these a:* not formai negotiating sessions and invelve enly submissions mad eby Partjes.
Henee, in his view, only l'arties should be ineluded.

We are ancmpting to lntercede with the Secretariat to allow aq AF L/CLO represcntative address
the plenary tomorrow wiisn other NGOs will be speaking. If the Secretariul balks (and we see no reason
why it should), we will nor press the point. In any case, one hopes that the staternent, if made, is more
accurate than the recent (I'eb 20) AFL-CTO Gxecutive Council press release which wrongly states that the
Berlin Mandate “specitic: lly excludes developing natjons from emission reduction requirements.” This
will be music Lo the ears ¢f China and the Philippines, and will not help make organized labors* case any
more effective. '
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The following paragrapiis can be us:d as a DAR items as desired or appropriate;

Braak Off into “Nan-Gi+ugs”

With Chairman Estrada of the Ad Hog Worklng Group on the

that the task before the i;udy is to “s;
the plenary opened ou Murch 4 witd
document. Few conces: 'ons were m

section, but the Chair inclicated that e

“Stmplifying” Gets Complicatad as AGEM Plenarv Plans 1

Berlin Mandate (AGEM) insisting

mplify” te compilation document, rather than nepotiare its clcments,

a discussion of the policies and measures (PAM:s) portion of the
de by those Parties which submitted items for inclusion in this
bad enough iraput 1o produce a revised document, at least for a part

of this section, What w:s more noteworthy than what was said in this plenary meoting was what was

excluded or postponed by the Chair.,

China and Tanzanija (speaking for the G-77) both called on the

Chair, for the sake of “clarity”, to reinove the EU's Amnex X and the U.S. Annex B from the proposed
flegotiating 1exT, becaus: these ure ngt within the Berlin Mandate. Reflecting remarks he had made to us
prior to this meeting (pli se¢ below),'I:strada noted that annexes will be discussed later .

As this point si;1gests, the n;mre interesting action for the moment is taking place outside of the
main halls n the variou: consuitatior:s which the Chair is hiolding with Parties. At a late evening dinucr

on March 3, Eswrada ess:ntially sald that he wants to try to find a way to sort out

the problem of annexes

“ourside of the protocol process it neFesszxy.“ Prior to the March 4 plenary, we met with Cstrada along

with Mexico, Korea, anclthe EU to d
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any suggestioin that our nnnnex B she
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flerentiated ar the present time. If all Parlics agreetoa 15 percent
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decided not to make a st:Jement on
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be made.  The reaction around the roum has been quict. The EU
is at the morning plenary, deferring 4 statemenmt until later. The
cernent as hopefully putring more breath into the negotiations.

However, they criticized the lack of ahy mention about 2005,a0d indicated that this omission must be taken

care of by Kyote,

The Chair annouaced that th
comminnents -~ will start on the aften
differentiation which war discussed ir

* “nen-group” on Article 4.1 -- advandng the imaplementation of
roon of March4. There will also ba the roundrable on
Update No. 5. We were asked by the Austalians to sit on the

panel as “critical observers” but declined, offering instead 1 pepper the panel with appropriately

provocative questons.

We will be meetiag with environmental and business NGOs after the afternoon sessions, as well.

@oo5/013

One issue which will undoubtedly arise is their exclusion rom the “non-group” meetings (decided by the
chair with a bang of his gevel yesterday). NGOs coraplain thut this sets an unfortunare precedent. The

Chair argues that these ar¢ not formallnegotiating sessions und involve only submissions made by Parties.
Hence, in his view, only j7artics shoull be ineluded. (Hambley)
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March 3, 1997

AGBM, Session 6, 1st meeting
Carol Whitman

Chairman Estrada open:d the sixth session of the AGBM, held 3-7 March 1997 ar the Stadthalle
in Bad Godesburg, Bons, Germany. He noted that sings the last meeting Parties had addeq g

significant number of praposals arld he was concerned with the Jack of agreement batween
deéveloped country Parties on subelantive jseuoc. He underscored tlic imperative for developed
countries to take the lea:’ in reducing emissions, noting the difference between developed
countries' wasteful consumption and developing countries' poverty. He bemos.ne;i the lack of
percent reduction numb:rs in subnjitted proposuls. Michael Cutajar, Executive Secretary,
mentioned that this was the last mecting before the 1 June 1997 deadlinc for circulation of 2
protocol text 6 months yisior to its sonsideration by COP-3 in Kyoto. Proposals are still arriving.
Tanzania stated the G77:China expected strict adherence to the UNFCCC, Decision 1/CP.1, and
the Berlin Mandate on guidelines, seope, policies and measures (P&Ms), quantified emission
limits and reduction obj:ctives (QELROs), Article 4.1 » etc. The provisional agenda was adopted.
Routine administrative business w:s conducted. The Chair proposed forming two non-groups 1o
exchange ideas and sim)lity proposals: (a) one on introductory elements, institutions and
processes, and final elements to be chaired by Mr. Takao Shibata of Japan; and (b) a second on
continning to advance th implementation of Article 4.1 to be chaired by Mr. Evans King of
Trinidad and Tobago. The Plenary, under the AGBM Chair's leadership, would deal with P&Ms
and QELROs. Several ¢:veloping country Parties expressed concerm with their delegalions
being too small to attend all the meetings. Several Parties expressed concern with how the
process would select sor:c proposals for inclusion, and exclude athers. The proposed
organization was adopte:. The Chairman ruled that participation in non-groups would be limited
to Parties (closed sessions). The session was adjourned to begin the Roundtable on New
Proposals.
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Report oz the Informal Foundtable un Parlies' Proposals
AGBM-6
March 3, 1997

On Monday morning, t 1 formul mesting of the AGBM adjourned 1o allow time for informal presentations
on Partics’ proposals int:fuded in the compilation document. Other Parties were also permitted to ask
questions. Poland spoki on behalf of several other Central European countries, emphasizing legally
binding policies and wessures, and ¢liffersntiation hased an GDP per capita and a Party’s share of global
emissions while dismissiag formulas which should not serve as substitutes for political decisions. On
behalf of the EU, the Netherlands muide a brief presentation on their proposal which clarificd previous
points but provided uo ruw information (Annex X = QECD + CWEITs; Joint Implementation, for now,
meaqs jointly implemcn: ng policies and measures (PAMs); and PAMs in their Annexes A&R shauld
apply to Parties iz Anney X and to auy Parties which voluntarily sign on to them). Tanzania followed witls
the developing vountry 1t antra: the AGBM process should strictly adhere to the Berlin Mandate, uo new
comminnents for develaping countries, etc., but added that G-77/China members arc not calling for
specific PAMs for Annes I Parties. France and Iceland also made predictable prescntations on their
differentintion schemes; however France added that nog-Annex [ countries should “progressively
implamen(™” policies in €2ir economit development. Quecstions fram Malaysia, Venezuela, Mauritius and
Switzerland touched upcn differentiaHon criteria in the Icelandic proposal and whether one could develop a
variable to take inte acee it historic tesponsibility for emissions, The U.S. also posed questions on
graduntion modalitics fo- Annex X inithe EU proposal and how 1o consider the impact of Annex [ response
measures on non-Annex I Parties. In'its comment, China sxpressed a concern that Parties “misvnderstood”
the Berlin Mandate in the:ir attempts to pick and choose among its elerents. Iran’s presentation oo the
need for compensation fo- the potential losses by oil-producing states resulting from Annex I response
measures cnded the mom ‘ug session, but not before the U.S. asked whether Iran had data for determinin 2
the level of compensation (answer wes basically no).

- In the afternoon, Australi:| began witl{ its version of differentiation which prompted questions from

Malaysia on emissions triding and from China reiterating the necessity of staying within the Berlin
Mandate. Sandi Arabia 1nd Kuwait picked up where Iren Icft off on the whole compensation issue. The
U.S. and others came baci: with querits on whether developed countries, which are dependeat on fossil fuel
exports, would also be el ;sible for compensation; whether solar power praduacers would be liable for
damages for curting into ‘Jie fossl! fuc! marker; and whether countries that may have 10 pay higher prices
for oil would also receive funds. Italy called into question whether the compensution fund, itseif, would be
legal since the GEF is the only funding mechanism for the Convention. After cunsiderable discusslon, the
Canadian representative o sined that change in nCrgy sources Was inevitable and who's to say that a shift
from fossil fuel sources wuldn't hapylen anyway. Tn a presemmation alony our Jines of thinking, New
“caland stressed flexibilic in rerms o timing (cumulative budgets), locution {emissions trading), and
coverage (all GHGs and ¢inks). Dr. Jonathaa Pershing then madc a detailed presentarion on our propasal.
Questions came on tradia; (Malaysia), eritcria for Annex B (Thailand), the level and disribution of
commitments (BU), and t:e legitimizstion of pollution and tye ypurious ereation of 2 market through
trading (Iran). Uzbekista, on behalf of several like-minded states, vlosed out the day with a call for
studying the ways and m¢:ms to reduc: the economic consequences of response measuras and for
differentiation, GDP per cpita shouldlbe the main criterion,

1w ooT



0370497 13:52 202 736 7338

03/04/97 18:08 49 2283392838 OESI'ESBE{ BONN ECON @ung 015
- @oos
”

27 February 1997 Page 1 of 2
SBSTA, Fifth Session, 3r! meeting
Carol Whitman

At the invitation of the Chair, WMO gave a short presentation on the WIHO/WMO/UNEP report
on Climate Change and Human Heulth. The Secretariat then introduced its report on progress in
the development and tran:fer of technologies and workplans. Venezucla and Japan discusscd the
Climate Tcchnology Initi:tive and workshop, _emphasizing needs for capacity building, training,

" cooperation with host country governments, technology transfer, and technology information
centers. Tanzania, on behalf of the G77/China, noted in its remarks that in Article 4.7 of the
Convention, effective im;lementation of commitments by developing countries was dependent
on technology wansfer by Annex I Parties. ALl must be considered supplemental, not
conditional. AOSIS Parties and Incia placed particular emphasis on adaptation technologies.
Malaysia, Nigeria, Marsliall [slands, China, Saudi Arabia, Thailand, India, ‘and Mauritius
specifically supported or.:-stop technology shopping ceaters and regional technology centers,
and the need to expand the University of Amsterdam survey on technology needs to all
developing country Partits. Developing country Parties requested preferential and concessional
terms of transfer. The USA and Japan emphasized the role of the private sector, while China
took exception to this, icdicaling that the private sector was responsible for much pollution in
developing countries. M.any G77 Parties brought up the issue of Intergovernmental Techmology
Assessment Panels (TTA)s) and the Chair suggested considering the establishment of two
ITADs: one on technoloyry and ancther on methedologies. Australia said that it was important to
look at how the govcmmcntal/institut.ional/policy environment within the host country can
cncourage investment. [*inally, the GEF gave a short report on its Science and Technology
Advisory Panel's activit.:s in technology transfer.

The Chajrman indicated that the contact group on AlJ was making good progress and invited
Parties to remark. Tanz:nia, for the G77/China, noted that credit for AlJ should not be
considered unt) the end of the pilot phase (end of 1999). Zimbabwe commented that AlJ is
currently very limited in jts geographic distribution and sectors. The Netherlands, for the EU,
supported the G77 posir: on of no credit for AlJ, The USA deferred comments until the report of
the ALJ Contact Group vas submitted.

There was an informal :ession (no translation) in the evening to discuss SBSTA's conclusions.
Areas of contention jncluded: (1) national communications for non-Aanex I Parties; (2) the
development and traustixr of techriology; and (3) cooperation with relevant internatiopal
organizations. The Philippines and Malaysia didn't like a draft recommendation for non-Annex I
Parties to voluntarily submit grecnliouse gas inventories. The Philippines insisted on language
from Article 4.3 that the agreed full costs of the inventory be provided by the operating enlity of
the financial mechanisin. The USA insisted that this language would limit funding by other
sources provided for wider Article 12.5. Malaysia supported a conclusion that the Secretariat
should sel up one-stop specialized information centers and regional information centers for
technology transfer. The USA felt this was premature since there had been no review of existing
facilities. A compromise was reached to request the Secretariat to report on existing networks
and regional cemters, modalities and financial jmplications regarding the possible establishment
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27 February 1997 Page 2 of 2
SBSTA, Fifth Session, 3ri meeting
Caro] Whitman

of one-stop information centers and regional technical centers. Kuwait submitted alternative
language for conclusions :n cooperation with relevant international organizations, reflecting
their continuing concems vver the Technical Paper on The Implications of Emissions Limiratiors
and Reduction Proposals (TP4). A compromise was reached.
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SBSTA, Fifth Session, R:port of the Session
Carol Whitman

In its fifth session, SBSTA took upa series of issues ranging from its cooperation with other
intemational organizations, t0 methodologies, to the development and transfer of technologies
and the uniform reporting; format fer the pilot phase of All. At the conclusion of the session,
SBSTA had not agreed on the election of its officers. But the Chair reported progress and hoped
discussions would conclude the following week during AGBM 6.

The SBSTA received reports on the: Climate Agenda's research and obscrvational systems,
prompting less develope:. country Parties to request a greater role. Tensions in the relafionship
between SBSTA and the [PCC were apparent. Developing country Parties complained of
inadequare scientific representation in IPCC activities and an inability to control [PCC's agenda.
IPCC released two more technical papers: Simple Climate Models and Global Stabilization of
Atmospheric Greenhous: Gas Concentrations. The IPCC's technical paper The Implications of
Emissions Limitations a»d Reduction Proposals, which will consider emissions profiles
proposed by countries tc be includéd in protocols, generated much consternation within the
Kuwaiti delegation. Kuwait felt thiat the paper should be turmied into a special report and consider
the socioeconomic implizations of emission limitations by Annex [ Parties in addition to the
physical implications of temperature and sea level rise.

The issue of national coinmunications from Anoex [ Parties was nonconfroversial. Many Parties
arc anxious to see reports on techrology transfer activities in the second national
communications, due April 15, 1997. The UK has already submited its report. The attempt of
some Parties to get SB& TA to invite non-Annex 1 Parties to voluntarily submit greephouse gas |
emlssion inventories wis rebuffed by the ;77/China after several contentious debates. The G77
were suspicious of Anpex [ motives and demanded that the agreed full costs of preparation be
provided by the operating entity of the UNFCCC financial mechanism. Reference to this was
deleted from the final conclusions.

The SBSTA adopted tt:: recommezndation of the methodologies contact group to request the
Secretariat 1o develop u:oping papers on cight methodological tasks, in consultation with the
[PCC. No decisions wire reached on a division of labor betweea the IPCC and bodies of the
Convention, although e SBSTA. noted the view of the JWG that the IPCC should take the lead
for methods related to (GHG inventories, climate change impacts, and socioeconomic cost-benefit
analyses. SBSTA requzsted proposals to reduce the cost of publication, ranslation, and
dissemination of reports by April 15, 1997.

Since the Secretariat vas unable to finish its report an mechanisms for consultations with non-
governmental organizations, disclussion was delayed until SBSTA 6. The EU was particularly
dismayed. The SBST.4 invited Bl o consider this issue also.

The development and transfer of technolo gies received more attention at SBSTA 5 than any
other issue. There wet¢ many meetings on the Climate Technology Initiative and a long list of
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28 February 1997 Page 2 of 2
SBSTA, Fifth Session, F.xport of the Session
Carol Whitman

conclusions, such as: (1) request the secretariat to expand the technology needs survey o include
all developing country Pities; (2) svaluate and assess technology information centers and
networks, and consider thie valuc-atided of one-stop specialized technology information centers
and regional technical ceaters; and |(3) consider the establishment of intergovernmental
technology assessment punels on methodologies and technologies at SBSTA's next session.

The SBSTA adopted a uniform reporting format for activities implemented jointly (ALT) under
the pilot phase. The G7i/China, with support ffom the EU, maintained there should be no credit
for AlJ during the pilot jthase. The USA urged Parties to have SBSTA evaluate the issue of
credit during the pilot pliase. o

Conclusions were adopt:d and SB3TA complated its work on time.
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Eco has been published by No+ -Governmen:al Environmensal Group;s gt mgjor i
Conference in 1972, This issuc iy produzed co-aperatively by

Uernarional conferences since the Stockhwim Environmen;
CAN groups anending the Climaie Negotiarions in Bonn, February. March 1997,

European Union ]

The best news of the day came Mcnday late
aflemaoon from Brussels, There, EU Environ-
menal Ministers finally agreed on a joint pro-
posal W pul forward 10 the climatz ne; otiations
in Bonn. The core of chis proposal is ¢ binding
emissions reductions commiiment for' 3 15%
cut in greenhouse gases by 2010, Mising from
the proposal, hawever, is the most sseptial
2005 wrget year. with the AOSIS Frotocol's
20% reduction in CO;, emissions remiining the
only specific proposal for that year.

To quote from the Council Contlusions:
*"The Counci! regrets the lack of firm -ommit-
ments so far from other Annex X /4o they
mean “I”?] Panies. It agrees that the Slommu-
nity should propose that Annex X Pantizs. indi-
vidually or jointly, in accordance with 1he Bar.
lin Mandate, shall reduce cmission lusels for
CQs. CH,. and N;0 together (weighied total,
using GWP <Global Warming Potenti:l> with

Moves - Finally!

{ts Chunne! panner (UK and France) pra-
vented the 2005 agreement which the Dutch
presidency had ubled. We hope that these
nations will improve their performance
ASAP, as the 2005 zoal is essengal 10 act.
ling which is naaded 10 ensure the early ac.
tion necessary to pravent 3 dangerously high
raie of climate change. Due (o these delay
tactics, the EU will be unabls o formally
table 2 2005 wrget, as the next EU Environ.
ment Council is afier June 151, This is the
deadline for 2 pratocal proposal 1o be for-
mally abled for Kyoto.

* basket approach: The originally praposed
target of the Dutch presidency contained a
baskel-approach of greenhouse gases. A
basket approach is unacceplabls from the
scientific point of view, However the Duteh
propesal contained cxplicitly a cut of CQ,

conrinued on back page, col 3

2 300 year time-horizon) by 15% by 2010 (ref-
ercnce ygar 1990)° . This EU-decisicn is the
first essential one an climate change mi jgation
since ils promisc In 1991, priac 1o the si mature
of the Conventian in Rio, 1o stabilite Co,
emissions bascd on 1990 levels by 1he year
2000
Thus, after so many failures of the EU w
miinain, or even actively show, lendership
within Annex [ countres, this recent (xision
will hopefully breathe some fresh alr e the
currently deadlocked negotiations of thi;: weak,
Despitc NGO acknowlsdgment af it; pasi-
tive characier, the EU proposal has ¢eraus
shoncomings which nead 1o be improved on
the road to Kyoto:
+ the criliea) 1arger year of 2005 i sii', nriss.
ing, though the EU promises o del v on
that one at its next Council meetir;;, Wa

hear that the EUs bigeest island naiizn and | Closed informal fAon-group in session yestarda; NGO List Inse
CUSSUE HO 6 |y aim e N .

The Access Questio

NGOs are very disappointed by the Chairm
decision to axclude us from important nego
ing sessions. Simply throv g4 the establishn
of 2 new calegary — "Nen-groups” - a yer
day's meeating, the rulcs of transpasency

public participation no longer apply. We
concemed that imponant decisiens ralatn
the operation of the instrunemt being neg
ated no Jonger have cur inpuc.

The longstanding rule has been that obse.
wrs may atisnd all subsidiary body meesit
As \he AGBM is 2 sebsidiary body, the |
applics o the present negouations, We do
think this rule should be cirsumvented.

One of the major diplomatic achigvement
recen(’ years has been the democratization
internaiional environmental gavemance. Pyt
participation and transparcncy have beco
hallmarks ofinternationa) envizanmental regim
NGOs contsibute to the success of these ragin
aevery levelby developing the science, inform:
the public, marshalling politicz! support, prodg;
recaleirant negociators. and providing from I:
roops o implement and monitor these regim

The principles of uansgarency and full p
licipation apply for all accredited NGOs. T
process is nol served by =zcluding any groyp w
alegitimate inierest in the outcome, We appea)
members of every delegation who suppon NC
participation le feconsicer yesicrday's decisle
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South Counters US
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The proposal by the Council of the Eu-
ropean Union that industrialized v oun-
wies should reduce their GHG wmis-
sions by 15% by 2010 from 1990 Tevels
is at once welecome, overdue and
flawed. .

Failing to set a year 2005 trzct at
this stage fundamentally weakens the
EU’s position. AOSIS, whom thi EU
has been keen lo support in the past is
entitled to feel berayed by the amission
of thi§ year and the 20% CO, redcetion.
The EU Ministers have promiscd in
their Council Decision that there
eshould” be a target for 2005 — an:. they
should adopt one at their June Council,

Whatever the faults, however, of the
EU Council Decision, it is far 2hzad of
the US and Japanese non position::

The dismal, cynical and repetitive
carping of members of the US clega-
on about the European Union and its
credibility is at best a rhetorical

_smokescresn (Q cover the embarassment

of its own lack of action. The Ui pro-
jections for 2010 are for an increase of
15-20% above 1990 levels and it has
nothing like the analysis of the measures
required 10 reduce its erissions by 15%
which the EU has actually condusied.
The favourite US Jine is that tht: Euro-
peans talk big and act litle, One Fus only
10 reflect. however on the Montreal Pro-
1ocol meeting in 1990 thatagreed 10 phase
out CFCs by 2000. The US initi :|ly op-
posed this and one of the key arg;aments
used was just that, In the end the Zurope-
ans were right. the USA (and it shiould be
noted, one former head of Delzgation
Robert Reinstein) were dead wroig.
The US should just face the fact that
action is needed. the EU is tak.ng this
sariously and bring forward its own
emission reduction target at the carliest
opporunity.

_.—'—.-...--—-—'-'-—ﬁla‘ .
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Peter Otinda, CNA; Bamba Ibrahima,
COMNCAC! and Ramon Sales Jr., CANSEA
The US auempt to hoodwink other Paties into
accepting their draft protocol just may fail, as
it has been greeted with rasistance by members
of the G77 and China, They perccive the US's
failure to attach specific numbers to its

of .commitment to push the negaliations
forward, The US introduction of a new
caiegory, Annex B — countsics with no legally-
binding obligations that would voluntarily
adopt an emissions budget - s seen by a
number of developing countrics as 2 way of
smuggling in new commltments, conurary to
the Berlin Mandate and the Convention text,
and s a possible artempt to introduce division
among the G77. One dJeveloping country
characterised the US proposal for mult-year
greenhouse gas budgets. emissions trading,

proposal 85 a demanstration of Ametica’s lack
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South Counters US Proposals

panking and borrowing as a way of
legitimizing environmenwal pollution. as well
as a lack of acceptance of responsibility for the
hjstorical build-up of GHGs.

The message of the G77 is <lear = they e
not ready [0 accept any ncw coinmitments. ad
the negauation process must not deviate from
tha Berlin Mandate and the Convenuien text

It remains 10 be scen how (his propasal.
described by many counires as 100 compli-
cated to be adopted In time for Kyoto, will be
simplified. There are clearly many question:
which nezd o be directed o tie US delegate!
in today"s bricfing on their proposal. These re
Jate to the practical implementation of the pro
posal; the ability of the Parties to monitar ty
process; the resourees far monitering: and ex
actly how developing counirics that do valun
tarily choose to endorse the proposal and adog
emission budgets will berefit.

By Antoine Bonduelle, RAC France

The fact that the EU (igures released yesterday
showed zero commitments from France is 2 na-
tonal disgrace, but by no means surprising.
Frince's Industcy Minisiry representative spent
much of ycsterday morning in animaled discus-
sicng with well known fossil fuel lobbyist Don
Peariman. This is likewise unsurprising. Afier
all. the French Industry Ministry is home ta the
infamous M. Leteurtrois of the Energy Depart-
ment (DGEMP). This high level civil dis-serve
ant was recenty quoted as saying that his de-
paftmant mught have to give way on the 15%
target, but that he personally would maks sure
that it it not implemented. For those in the
present negotations who favour renewables as
a climate friendly solution, Leteurrois will also

7ero Points for French Officials

be familiar as the man wha pudlicly said (a1t
Metz hearings during the National energy ar
environment debate) thal the queston is n
“whether we should encourags renewable cnd
gies”. but “should the stalz allow them
grow™ (with an implied "'no") .

While considering misdzeeds by French ¢
ficials, we should not forget the current Ho
ing Minister, the right honourable M. Periss
When questioned on commilments for
building codes. as explicitly included
France's proposal for Berlin (COP 1), the m
distinguished gentieman neplied that as 2 jun
minister in the Chirac govarnment, he did 1
feel obliged to fulfil commitments made un
Balladur, the pravious Prime Minisier. Keep
the good workl
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HIGHLIGHTS FRCM THE SIXTH
SESSION OF THE AD HOC GROUP
ON THE BERLIN MANDATE
MONDAY, 3 MARCH 1997

The sixth session of the Ad Hoc t:roup on the Berlin Mandate
(AGBM-6) of the UN Framework Cznveation on Climate
Change opened on Monday, 3 March 1997 in Bonn, Gemmany.
Following opening statements, deleg;ites adjourned the formal
session and convened an informal rcund tablc on new proposals
from Parties. Parties elaborated on thair proposals and responded
to questions. Delegates also agreed tu convene “non-groups”™ to
exchange views and merge differem aroposals.

OPENING SESSION

AGBM Chair Raul Estrada-Oyuia (Argenting) noted the
considerable number of new propos:ls and called for long-term
sustained efforts from industrialized sounies. He said changes
would ba neither easy nor inexpensive, but added that the costs
resulting from inaction far outweigh the costs of preventative
measures, He welcomed Dan Reifst 'rder (US) au rapporteur.

FCCC Executive Secretary Michi.el Zammit-Cutajar noted
that AGBM-6 marks the last session prior to the six-month
deadline for circulating a draft prot :ol. The negodating text
ust “contain the seeds™ of the final outcome and there should
be no surprises after 1 June 1997,

The WORLD COUNCIL OF CHURCHES appealed 10
delegates 1o act naw and noted that dlelayed action will involve
cven higher demands. He said climic change is an issue of
global justice and called on AGBM o promote lifestyle changes
in developed countries, '

The secretariat introduced the "I amewaork Compitation of
Proposals” (FCCC/AGBM/1997/2 ind Add. 1), “Implementation
of the Berlin Mandate: proposal frcin Partics™ (FCCC/AGBM/
1997/Misc.1) and “Comments from. Partiss™ (F CCC/AGBM/
1997/Misc.2). Regarding the organ: zation of work. the Chalr
urged AGBM to produce, elaboralt on and streamline a
negotiating text to be ready by 1 June. He propased establishing
two “non-groups™: one non-group tu focus on instautions and
processes, tinal elements, definitions and the preamble, and one
nan-group 10 work an continuing t advance commitments in
Article 4.1. He said the main purpc:e of the nou-groups is to
exchange views, rather than 1o neg:tiate, and to marge different
propasals into one text in order to cilitate adoption of a
negouatlng text,

CHINA, IRAN and MORQCCO, on behalf of the African
Group, requested clarification on the division of tasks berween
non-groups and asked whether the non-groups waould address
P&Ms and QELROs. The G-77/CHINA, supported by the EU,
MALAYSIA and the AFRICAN GROUP urged for a limited
aumber of additional groups, given the constraints facing small
delegations. CHINA also cautioncd AGBM not lo “waste time”
on issues related to instinvtions and definitions. The Chair said
P&Ms and QELROSs would be addressed in Plenary 2nd noted
the value of institutions and lcgal systems.

The EU urged countries to provide input in legal language and
streamline the Framewaork Compilation 1ext by focusing on
achievable options. The EU also suggested that the Chair
develop a protocol or another legal instrument by 1 Iune, if
AGBM does not complete this work by the end of the week.
[RAN said the EU proposal was premature and SAUDI

ARABIA urged that AGBM complete 2 negotiating text and not

leave work for the Chair. The Chair noted that non-groups will
be open only to Parties and will not involve negotiation.

ROUND TABLE ON NEW PROPOSALS FROM PARTIES

AGBM Vice-Chair Suphavit Piamphongsant (Thailand)
opened the round table and noted that 18 new proposals have
been submitted. The proposal by POLAND, BULGARIA,
ESTONIA. LATVIA and SLOVENIA, stated that QELROs
should be legally binding. Proposed criteria for QELROs
include: GDP per capita; each Party’s contribution to global
emissions; emissions per capita and/or emissions intensity of
GDP. He also preferved the “menu approach™ for establishing
measures 10 be adapted by Parties.

The EU proposal includes a general commitment for Panies
listed in “Annex X, which would consist of OECD members
and countries with economies in transition, It groups P&Ms into
Annex A (mandatory), Annex B (high priority) and Annex C
(priority). The prr:rosal allows for joint implementation and
voluntary application by non-Anncx X Parties.

The G-77/CHINA urged AGBM 1o adhere to the Convention
and the Berin Mandatc and refrain from developing new
commitments for non-Annex [ Parties. The G-77/CHINA
proposal calls for: ensuring that P&Ms have no adverse
socio-economic impacts on developing countries; establishing 2
concrete compensation mechanism for damage in developing
countries arising from implementation of response measures; and
setting QELROS within specified tme frames, such s 2005,
2010 and 2020,
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FRANCE proposed differcntiating the commitraents of Annex
| Parties according to present emission levels of greenhouse
gases per inhabitant and per GDP. He roposed coordinating
P&M:s at an international level and cersidering jolnt measures
between Annex | and non-Annex 1 Partics.

ICELAND proposed differentiatio and the fol lowing
parameters for identifying differences in national circumstances:
GHG emission intensity and level, shirc of renewuble energy
sources and GDP per capita. He supp:rted the fornula Norway
presented at AGBM-5, amended to account for the share of
renewable energy. MALAYS(A comiented that arameters are
changing regularly. MAURITIUS incuired about a supervisory
mechanism far this formula. VENEZ ./ELA, supparted by
COSTA RICA, suggested “historical 1esponsibility” as an
additional criterion for differentiation. SWITZERL.AND added
“past cfforts” by countries to reduce jyreenhouse gas emissions as
another criterion.

[RAN's proposal opposes CO2 ta:izs, energy Lixes and new
commitments for non-Annex [ counuies. His sugyestions for
reducing GHG emissions include: a frecus on all ((HGs,
market-determined energy prices, rerioval of subsidies on coal
. and polluting energy sources, develosment of renewable energy
sources, enhancement of sinks and attntion to praducton and
consumption sector activities and incustrial processes. [RAN
also proposes 1 compensaton mechar.ism for adverse impacts of
response measures, Responding to Z iUBABWE, IRAN noted
that its proposed compensation mecksnism is des|gred wo
compensate countries that incur losst:; due o polices and
ieasurcs stipulared by the AGBM lejal instrument and does not
provide funds far countries that incu - damages resulting direcly
from climate change, The US sugge:tcd that the proposal
requires AGBM to project the consejuences of nan-action and
asked what methodology would be u:ed to make such a
projecion. [RAN replied that furthe: details would be supplicd a
a later date,

AUSTRALIA proposed; a collecive reduction objective for
«Annex A™ Parties, which are those . sted in Anrex I of the
FCCC: midgation activities that resi.t in equal psrcentage
changes in per capita economic welfire among “ Annex A"
Parties; differcadated commitments; use of indicators in the
negoriation process: and further consideration of market-based
approaches such as emissions trading; and joint implementation.
The proposal also supports a regula review process that Parties
may activate in regard to their own ;ommitments. Responding ©
MALAYSIA, AUSTRALIA said farmula approaches are too
simplistic to account for wide variations among =ountries’
ciccumstances and emphasized that :iffetentiation is not a means
10 delay action, but to achievc fairntis. AOSIS asked why
supporters of differentiation had net pooled their proposals and
requested information on how diffex:ntiation wauld work in
practice. CHINA expressed concerr that emissians trading would
replace povermment commimments vith activities of firms and
individuals,

KUWALT. NIGERIA and SAUTIl ARABIA supported the
proposal by the G-77/China. They twepressed concern about
economie and social consequences :f developes, country Parties’
policies and measures and requestei adequate campensation for
develaping countries. They recallec Article 4.8(h), which refers
1o countries whose econamies are Fighly dependeat on income
genergted from fossil fuels, and 4,1, which states that Partics
shall 1ake into consideratian the spe-:ific needs and concems of
fossil fuel producing countries and :dverse effets resulting fram
the implementarion of commitment: . They noted that developed

country Panties should take the lead! in combating climate
change.

The US asked: whether developed countries that export fossi
fuel or suffer from increased oil prices are eligible for
compensation: whether developers of solar power are liable for
injury: and whether devcloped countries that take action 1o
prevent damage in developing countries are also liable under this
propasal. SAUD{ ARABIA reiterated that developed country
Panties should bear more of the burden and accommadate such
effcets through measures like differentiation, [TALY pointed out
that the Convention does not include a compensadon :
mechanism. SAUDL ARABIA, supported by IRAN, noted
Article 4.8, stating that funding action be considered in regard to
the specific needs of developing countries. KUWAIT noted his
disappointment that the developed countries’ proposals do not
mention any provision for developing countries’ compensatian.

CANADA noted that economic change in energy scurces has
accurred over the past century and will cantinue regardless of a
protocol. SAUD] ARABIA emphasized that it is the right of
every Party to try to minimize the adverse impacts ofan
international binding agreement according to provisions given in
the Convention. ‘

NEW ZEALAND emphasized the importance of flexibility
with respect to time (multi-year average emi ssion limirations);
place (emission wading). and coverage (all GHGs and sinks).

The US proposal contains: emissions budgets (banking and
borrowing emissions); annual reports on measurement, reporting
and compliance by "Annex A" and "Annex B couniics, Anhex
B would contaln countries that have voluntarily entered before
protocol adoption; non-compliance measures (¢.8. denial of
opportunity to engage in emission trading or loss of voting
rights): continuing to advance implementation of Anicle 4.1,
paiculary "no regrets” measures, emission trading between
Partics with budgets. and joint implementaton beiween all
Pamies. Several countries noted the complexity of the US
proposal, la response to the EU, the US highlighted the ability of
counies 1o determine their own budgets and the penalty for
emission borrowing. THAILAND suggested that AGBM not
spend Gme disaussing emissions trading.

UZBEKISTAN proposed differentation for Annex { Parties,
according to the level of economic developmeat and GDP per
capta. He urged for flexibility regarding obligations of countries
with economies in transition, and developed-country support for
non-Annex [ country activites,

IN THE CORRIDORS

Several AGBM participants commented on developments
towards a common position regarding QELROs within one
repional cconomic integration organization. Despite {ts internal
debate on burden sharing. agrecment was reached on a common
targer. Some delcgates suggested that this common position
cauld advance the entire AGBM process by sperking a
transatiantic debate. In contrast, others characterized the
proposed target 4s “unrealistic™ and doubted it would be taken
sertously. One developing country delegate said the proposal
could sharpen AGBM s focus on strengthening developed
country commitments, while others noted thac the larger’s
timeframe greatly lessens its impact.

THINGS TO LOOK FOR TODAY

AGBM: Plenary will convene at 10:00 am in the Plenary [
Hall and begin consideration of the preparation of a protocol or
angther legal instrument. Following Plenary, AGBM will divide
into two "non-groups.”
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To: ?lease Ses Attached List

From: USDEL/Cieaeva, Mark G. Hamhle).'( |
Subject: Neguotiations under the Framework Convention on Climate Change

Periodic Update No. 5 for February 28 thru March 2, 1957

This message wra¢ smits unofficial reflections on activitics and developments during the climate
negotiations which are belag held in Bonn between February 24 and March 7, 1997, While the contents
are unclassified, this yepo  is intended. for use by officials of the U.S. Goverunent, only. This report
cavers activities frons the nfternoon session on Friday, March 28 through Sunday, March 2. The next
update covering Monday, March 3, will be delayed because of the need 1o participate in multiple events
concerned with the negot ations. The final paragraphs can be used as a DAR item as desired and

appropriate..
CJlimate Talks Update N, 5 (Fob 28-Mar 2). Both the COP President and the AGBM Chair Stouggling
SBI ond AG-13 Wrap Up Their Work,_(Well, Almost)

In afternoon ses:ions on Ericay, Feb 28, two of the three subsidiary bodies (the Subsidiary Body
on Implementation (SBI and the working group on a possible consultative mechanism (AG-13) wrapped
up most of their work. (The SBI till has one item left undecided). The Subsidiary Body on Scientific
and Technalogical Advi:: (SBSTA) finished its work that moming, as reported in Updalte 4..

The AG-13, as rsported earlicr, completed discussions on a very preliminary (and totally
brackered) text which w1 be the locus for the next meeting of the group in July. The text (based on 2
China-EU composite) 1al<s about the sstablishment, objective, mandate, narure, functions, size, and
expertise for a passible nwltilateral cansultative process.

The SB1 campleted discussion on the budget (detalls -« especially concerning proposcd
increases — are 1o be provided to the Parties “well before™ the Iuly meeting); the calendar (rwo blocks af
two week sessions prap-:sed for both 1998 and 1999); and arrangements for intergovernmental meetings,
A decision on the timin;; for COP-4 will be Icft until July. As reported in Updatc No. 4, the timing and
venue for this decision niay well be driven by offers of eountries to host the meeting.

Chinese and Others ing:e g}-?u@:u “Discontent™ with the “Geneva Declararion”

Over 90 minules of the afiernoon session was consumed by a tug-af-war between ourselves (with
an assist from the EU) ;ind China over a phrase which China wanted included in the section of the report
dealing wlith acrangements for COP-3. Dr. Zhong, at his feisty best, complained that the Geneva
Declaration had come iii a “big surprise™ to his delcgation ((2 complaint echoed by other G-77 members in
the room, including Mx aysia, Tanzania (speaking for the G-77), the Cenral African Republic (unusually
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vocal at this meeting) and Niger)). Thus, China wanted to he forewarned - by six months initially -- if
any “new or substantive :roposal,” such as a ministerial declaration is planned at Kyoro.

AGBM Chairmin, Amb. Estrady, slulng in as Argentina’s representative, reminded delegates thac
the COP is free to do as it pleases. The SBI could “recommend™ but It cnuld not direct.  Finally, a text
submitted by the Executive Secretary was accepted noting that the SBI “recommends” that ©,.....any new,
substantive propesal, incliding propesals affecting the purpose and organization af the ministerial
segment, shauld be comir bnicated to all Parties well in advance of the Confarence in acecordance with
normal UN practice.”

SBI Contact Groups: “()ne Down: Cine to Go™

Of the two SBI ¢ontact groups handling outstanding issues, only the one dealing with the
siatement to the UN Spe:lal Session 'vas able w conclude its business by evening’s end. The SBI will
have to convene for a bricf meeting sometime over the next week to finalizc its report.  Hopefully, by that
time the usually effective: Chair of thr: group, Mahmoud Al-Ghaouth of Mauritania, will have rejoined the
body. He disappcarcd on Thursday aftemoon into the dark depths of a Bonn ICU haspital facility.
Despite rumors about so:ne strange, tropical bug which had laid him low (to visit, one had w0 don plastic
gloves and face face ma:l:s as Al-Ghaouth was allegedly in “quarantine”), it appears that he was only
ailing from food poisoniig which was uncharitbly auributed to Air France by one German official. In any
case, he is now out of he! pital and is expectcd to be once more in attendance an March 3rd.

~ lnany case, the ext on the {nput from the FCCC to the UN General Asssembly’s Special Sessian
next June is quite accepuible to us.  We were able to remove potentially roubling paragraphs calling on
the UNGA wu fucus on priorities “including the issues of how developing countries can actuire the levels
of energy needed for thei- development” and on the need for “increased research by Governments and de
private seclor info energ , and material efficiency and more environmentally sound energy production and
consurmplion strategies.. " Wealso climinated suggestions that a number of initiatives of the
Commissiun on Sustainzlile Development “are relevant for promoting UN systeny wide support for the
protaction ol the global clinate,” This may be true, bur we do not belicve that it is appropriate for this
Canvention 1o be drawirj; these conclusions at this particular time.

Contretemps Over the GEF Contiguss Uoabated

The second cortact group, cualing witl the Convention's relationship with the GEF, worked
throughout Friday and iti:o the late evening. At issus is when the COP will reach a decision regarding the
definitive status of the CF as the opcruting entity of the Convention’s financia) mechanism (it is now the
.interim” operating entiry), Despite a clear decision a¢c COP-2 last July asking the SB] to 1o condu ¢t a
review process at this mieting, Incluidng on (he delinitive status of the GEF and to report the outcome to
COP-3, the G-77/China talked. Citng the decision at the December 1996 COP under the Convention on
Biologleal Diversiry, the G-77/China. affiumed that it would be necessary to draw up guidelines for the
review process, and urge:1 that these guidclines be sent 10 COP+3 for adoption as the basis for this and
subsequent reviews, wh'le work prograssed on the revicw.  Citing an arlier COP-1 decision, the
(3-77/China opitied that the review itself need pot be completed until March /April 1999 (four years after
Cop-1),

taced with G-"7/China obstinence (and with na way to compell a decision at COP-3 over their
objectiaing) GECD counries led by the U.S. proposed: (1) to adapt SBI guidelines for this review (without
referring them to COP-I and without suggesting thar they will be enshrincd for alf time) at this session; (2)
request cauntries 1o sub.iit views on thelr experience with the financial mechoaism by May 15; (3) request
the Secreturisl 1o praspzie a sythesis repon based on these submissions; and (4) take the issue up again at
the SBI's July meeting.

@ooy
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The G-77/China reluctuntly isgreed at 9PM on Friday night. The Secretariat will finalize the
clements of theh SBI's coaclusions and circulate them on March 3rd, whereupan the SBI will meet i a
brief session, as mention:: 4, to complete jts report. (Note: In taking its position, the G-77/China seemed
perfectly willing 1o abanlan any effort to usa this review to incfluence te next GEF replenishment, the first
meeting toward which dcitors will meet in Paris on March 12.)

COP President Sees Nee| for “Ministerial Intervention” in the Negptiatiog Progess

The President o1'the Conference of the Partles (COP), Zimbabwe's Envirnnment Minister
Chimutengwende, arrive in Bonn on Thursday and held discussion with varions Parties on Friday
afternoen, Feb 28. Duriny our meetlrg, three matlers/concerns were raised.

First, on the rule:. of procedure, it was agreed that the OPEC countries (led by Saudi Arabia)
posed the greatest obstac's: to reaching agreement.  Bilateral contacts with the Saudis, Nigeria, Kuwaijt and
lran would be impartant. It was suggested that this problem might be ruised in the context of German
Minister Merkle's forthco ning meeting in Dresden in late March in order to galvanize action on the part of
Appropriate countries to 1"ise this issue with varlous OPEC members.

A second point rajsed by th: COP President concerned our propesal. He suggested (echoing a
comman theme around he::c) that several elements were “beyond the Berlin Mandate™ and ¢ould we not,
for the purpoeses of these negotiations, agree (0 remove some of the more contentious ones?  We told the
President, with diplomaz:: bluntness, that we do not believe our proposal contravenes the Berlin
Mandate. We belisve th:c it offers us the best chance for reaching a conclusion in Kyate which meets the

ultimate objectives of the 'Jonvention. Any ancmpt, at this point, 1o retove any portion of e text as
included in the Chairman s synthesis document would be unacceptable to the United States.

The third point raised by the Minister was how he and ather Ministers might be helpful in the
negotistions. He said thes he will be it Dresden and at the April 8-11 CSD high level. He suggested (and
we did nor disagree) that “hese meetings mighr offer ministers from key countries ait opportuniry 1o discuss

outstanding issucs and, hodefully, ta glve some direction ta delegations attending the talks in July and
October.

AGBM Estrada also [.00:Ing at Pragyss lasuns

The Chairman o:"the Ad Hoc Warking Group on the Berlin Mandarc (AGBM), argentlnian
Ambassador Raaul Estrac 1L, also voiced his (alleged) nervousness at the product which the AGBM must
produce by April 15 in orier to meet the six month UN deadline, Atasmall dinner on feb 28, he forecast
three problems with the 1.8, submissibn: the annexes, our Articlc 16 an “cvolution™, and joint
implementation. He sal thar he fears the diatribe, which he fully expects from the G-77/China on these
points, will diswract the bedy from its 1eal work, which he described as coming up with a shorter text whicl;
can be used both 10 satisf the six manth rulc and 1o serve as the basis for negotiation. He indicated that he
may have to use his prero; ative as the Chair to delete items which are “inconsistent™ with the Berlin
Mandate. He sald he wauts to help the U.S. but has difficulty -- even as the Argentinian head of
delegation — with aspeets f our prapusal. We told Cstrada that the removal of any aspect of our proposal
at this mecting Is not wartinted and it not acceptable 1o ys,

The Chuirman’s *Foed fo: Thought'

Alter much disc. ssion, Estrada intimated that he would not cut oft’ any piece of our proposal
now. However, he opincil that it might be useful to consider taking those aspects that (in his view) fail
outside the Berlin Mandni«: « such as aur artiels on “evolution” and considering them in a paralle|
negotialion which would ;¢ decided a: COP-3, as well, e added that a successful outcgme on the
protocol process could be nade contirgent on a postive outeome to the discussions on this parallel process,
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as well. Estrada did not pursua this point, making it clear that he was proposing it more as “food for
thought™ ar this junciure.

Early Break-dawn intp C¢ntact Groups Pussihly

Estrada clearly ‘wants to see ane document emerge from this meeting, He suid that he is
considering organizing tee large contact groups to awempt to come tn some conclusions regurding which
text should be retained aud which delated.  One of these (under the proposed chuirmunship of Jupun’'s
Takeo Shibata) would br: asked to look into the question of the preamble, definitlons, and principles
(Note: we cautioned the (; hair not to engage on the preamble at the present time given the controversy this
was sure to raise. End N:te.) A second group (under Trinidad/Tobago's Evan-King) would addeess
Article 4.1 Issues, while the third (prcbably under his chair) would address policies and measures (PAMs)
and Quantified Emission: Limitation and Reduction Objectives (QERLOS or “targets and timetables.™).

Not Enamoured with Ow: Process Sugseastion -- At Least Nat Yer

Estrada was not 1aken by our suggestion that, for purposes of meeting the six month rule, the
tramewark eampilation ¢ould be used as the document submitted tn the UN by April {5, This text might
have its paragraphs on d¢ Inltions ana principles madified as agreed to at this mecting.  However, none of
the substantive fdeas o in:commendations would be deleted. The Chair and the Scerctariat might also be
asked to preparc a docurr-int which wauld reoganize the content of the synthesis in a more user-friendly
manner. ((Comment: Vs also ran rkis idea past a key Secretarfat member and a leading EU ncgatiator.
Neither was enthusiastic, sithcr, but oné suspects thar both indlviduals may reconsider in the absence of
other palatable alternatis s later next week. A key will be Germany, with Whom Lstrada has forged his
closer working relationst ip. The Germans (and the Dutch) would be happy at this point if Estrada uses his
prerogrative to eliminate those aspects of the text which they do nos like (including joint implementation
and Article 16 from aur r'oposal and the compensation praposals suggested by the Kuwaltis and other
OPEC countries,) The Cloir may havs a harder time eliminating the differentiarion issue. End Comment.))

Handline Differentiati

On March 1, Esrada chaired a mecting with those countries which had indicated either sympathy
for, or are actively advaceting, various diffsrentiation concepts. These included Australia, Norway,
France, lceland, Switzerlind, and Japan. In addition, he invited the EU (Bert Metz) and the U.S. Also
invited but not attending were Tanzaria (representing the G=77), China, India (and, we understand) Brazil.
Estrada said that he hope: Lhat the proponeats of differentlatlon had used the intersessional period since
December to come up with one or twa concrete proposals. He stated that he only wanted to hold a round
wble discussion on differentiation if there are one or two concrera proposals. He sald thar having five or
six countries express difl: rent views would not work and would not advance the process.

It was clear fror) the discussioln which ensued that, although there had been considerable bilareral
discusslon , na concertel differcntiation option has been prepared, When it appeared that Estrada might
be demurring on whether to hold 2 roundrable on this tople, we added our two cents that, while we have
strong misgivings about “he utility of the differentiation coneepr, this point of view, nonetheless, deserves
2 public hearing. As our G-77 colleagues had not nceepted this invitation, we also suggested tha Lhis
discussion should be helil when translation is available, Subsequently, Estrada agreed to hold a round
table on differentiation o the aftcrnoon ol Mareh 4. A bis suggestion, France and Switerland and Norway
and lceland are huddling ‘o try to identity common ground, which they may bring to the round table.
(Note: The French/Swis: proposals, *ith thelr cmphasis on par capita emissions are particularly odioue).
Australia Indicated that i will usc its presentation to emphasize common features and will not attempt to
replay its differentiation roposal per sc.
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Commen(: The dynamir.: of this mecting were Interesting. Everyone seemed Lo be waliting for an
opportunity to direct the - fire acthe (1.8, The Australlans, for example, expressed the hope that other
controversial ideas (read those af the U.S.) alsa be subjected to as careful scrutiny as differentiation is
being given. However, we gave them no oppertunity to shift the dlscussion away from differentlarion, and
in the end, skated free. .\t one point, when the Swiss mentioned thar they had exported some of their
emission-producing indutrics abroad (which is why Switzerland is confident of its ability 1o comply with
a legally binding reducticn of 10 porzent of CO2 by 2010 which is befare its parllament, Iceland responded
that one reason it was heving difficulty meering i1s emissions targets was because Iceland is now the host
1o several of these Swise industries. The Icelander told us privately, after the meeting, that he could easily
have singled out the U.S., as well, but was irritated by the Swiss attitude, so he picked on them, instead.
Citing one cxample, he itientioned the repositioning af a U.S. aluminum smelter in Icsland, a move which
is welcomed by the leeliid trade and economic minisieles. Nevertheless, this one factory alone, while it

will rely on renewable e:ergy, nevertheless is expected to raisc Iceland’s emissions by 5 to 7 percent. End
Comment.
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3 March 1997
Memarandum
To: Please See Attached List |
Erom: USDEL/Geneva, Mark G. Hamble_y’/ ‘
Subject: - Negotiations under the Framework _Cdﬁvéntibn gh Climate Change

Periodic Update No. 6 for March 2/3, 1997

This message Ui nsmits unofficial retlections on activitics and developments during thc climate
negotiations which are b:ing held in Bonn between February 24 and March 7, 1997. While the contents
are unclassificd, this report is intended for use by officials of the U.S. Government, only. This report
covers activities from the evening of March 2nd through the moming plenary and roundtable on the
morning of March 3rd,  We are also including the Iatest edltlon of “ECO™, the rag published by
environmental NGOs att:ading this meeting which provides one with the flavor of the proceedings, albeit

from a highly blased and unforgiving source! The final paragraphs can be used as a DAR itcm as desired
and appropriats.. '

Climate Talks, Update N, 6 (Margh 2-3). “Sj
.‘Emmmmmtm i

ABGM Chair Adonts Ca. tious Appreach During Qpening Plenary

Despite the certin forchoding air which underlles this AGBM meetng, Cheirman Ambassador
Raoul Estrada opened the plenary on Monday moming, March 3rd, with a calm and patently unthreatening
demeanor, As anticipat! in earlier updates, he organlzed two what he called “non-groups;” the first to
handle principles, definitions, and issises related to the preamble and a second group to deal with the
edvancing of conunlitmen: s under Artiole 4.1 of the convention. Trinidsd/Tobago’s Evans King will chair
the latter group, while Ja:an's Shibat will chair te former. Estrada himself will chalr the plenary which
will address policies and 1neasuras and QELROS. Inresponse to requests from the G-77/China, Malaysia,
and others, only two of this three groups will meet at any given time.

Estrada clarifiec that the task: of these groups is to “simplify” the portions of the comprehensive
compilation which has bim prepared - not to “negotiate” it, He stressed repeatedly thar he wants Parties
to find aveas of similariy and — shawing flexibility and good grace -- agree to shorten or compress those
areas where it is possible 1o do so.

Both Malaysia and China tried to get Esrada 1o clanify the “mandate” of these non-groups and,
more specifically, to autharize them by remove jtams which are seen o be ourside the Berlin Mandate,
Estrada declined 1o rise t this undoubtedly attractive bait: Instead, be said that, as “non-groups,” they can
have no mandare, He rei::rated that thelr task is to slnplify, not negatiats text,

The EU, China i11d Malaysie. all voiced support for having the Chair compile a text if the AGBM
fails to complete its work by March 7. Iran, Kuwalt, and Saudi Arabia all indicated that this action would
not be acceptable. They :ndicated that “al} points™ must be included in the taxt prepared by the six month
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deadline. Cencluding this portion of the debata, Chairman Estrada indicated that he wants 1o recelve
proposals from Parties on 10w to compress the text. By June, a text conralalng “all of the seeds™ of the
agreement will be needed. It will not be possible to introduce new ideas after thar date, although he left
open the possibility that a3ditional amplificatlan of existing propasals would be possible. He also said
that he is not necessarily “ed to the concept of the two non-groups which he had established. Others
might be creatad to replac:s or supplement these as required, In this cantext, China expressed concern that
the group would “waste . time” with these Issues when the key ones are QELRO:s and polieies and
measures.

The roundtable < the nsw proposals was begun after the adoptian of the agendaand |
establishment of the non- jroups. Among those speaking were Poland, the G-77/China, France, Ieeland,
and Iran.  The Thai chai- of the pracredings held all questions until Igeland which was then inundated
with unsympathetic inqui ‘ies on its diferentiation proposal. We then intervened with questions for the EU
(on fts Annex X), for Policid (how its proposal meshed with Iecland®s ) for the G-V -

China (whar exactly are 12y dolng 10 advance 4.1 commitments?) and for Iran (regarding how a
compeasartion mechanism would be implemented). None of the answers were particularly illuminating,
although the EU stated thit it would te praviding names of countries it belleves are prospective
candidates for Annex X (inplying that these might be mare than just Mexico and Korea).

Rumors About the EUI'N jmbers

Rumors about thi results of the EU ministerial in Brussels are flowing around the room. We have
seen one news report whi:h states that the EU has agreed to a cut of 15 percent by the year 2010, with
only 10 percent being difiizentiated armong the EU mermbers at present.  The remaining five percent will
bo distributed in the futur:. The EU delegates are meeting this afiernoon, so we shauld be able to
confum this news report liter in the duy.

The Press has Arrved
Sarah Silver arri'/ed and talked with us for 45 minutes on the pight of March 2, We are

cooperating as appropriat?, and she appears content with our efforts.  Agother repartar from INSIDE EPA
(Tony Kreindler) has slso made his presence known.

Comment:

Thus far, the AGI3M bas proceeded quietly. At a dinner on March 2nd, Chairmaan Bstrada
indicated somewhar more forcefully than he had last Friday that he may have to use his prerogative as chair
to remove from the text virlous items which he sees as outside the Berlin Mandate. Included in this
category, he sees our cone: #pts of Annex B and our Article 16 on evolution. He also has in mind the EU's
Annex X and OPEC’s coinpensation niechanism,  Estrada gave no hint publicly that he is actively
pursuing thls idea. At boilithe COP Eareau meeting on Saturday, March | and at the March 3 AGEM
Burcau meeting he emphicilzed the thame he later publiclaed at the AGBM plenary: namely, that the
name of the game is to s mplify, not negotiate.” Whether in the ead he will decide thar “simplification™
tmeans that he can lop off large and smiall chunks of various praposals, with the caveat that they can be
addressed as side-negotia:ons in time for final resolution in Kyoto, remains to be saan, End Comment,
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Groups at mgjor éniermarional conferences since the Stockhobn Environines:
CAN groups onending the Climary Negotiarions in Bonn, Februar -Murh 997

Compilation Comprehension

By Tessa Robertson, Greenpeace;
Kelly Sims, Ozone Aerlon and
Merylyn McKengds Hedger, WWF
One of the most important tasks for Par: es al
AGBM 6 must be (g slim dawn tha 111 pages
of the Framework Compilation and fts : dden-
dum into 2 sepsible negouiadng text, \While
amalgamadng similar idcas may prove rela-
tively uncontroversial. countries will umiaube-
cdly resist losing any pas of their own p “ipes-
als. even thosc which patently have little
chance of being agreed in Kyore.

The Kyoie Protocol must include cemain
tlements if we arc lo move lowards the ac - jeve-
ment af the Convention's abjective. In ad Jitian,

there are clearly a raft of self-serving proposals
which must be deleted from the Compilation.
We thought It would be helpful to delegates
not only to produca a checklist of what we
think must be In the Protocol, but alse what
must come out. Since our goal is 10 make tha
Conipilation less weighty, we have done your
worl for you, and counted the number of para-
graphs we think you don’t need.
What should be in the Kyoto Protocol:

» Legally binding emission reduction
abligations for all greenhouse gases (CO;,
methane, N0, HFCs. PFCs and SFy)

= Tmission controls sex on a gas-by-gas basis

* A 20% cut in CO. emissions

» 1990 baseline

= 2005 as the first year far emission reduciion

targets

A flat mate targer .

If emission budgets are used then periods

should be no longer than five y2ass

' Reviews of emission reducticn commit-

ments &t Jeast cvery five vears

Policies and measures identified by the

AGBM as requiring asreement and intema-

donal co-ordination in ordas for Partiss to

meel the emission reduction targer

* An effective compliance and monitoring
regime

continued on hack page. col. |
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The Secrelanal nas daveloped inravalive 16ch
proposals into the compilation gocument

et
nologlas in synthesising the various Partigs'
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Exclusion Zone

There have been rumours that this week could
involve ¢losed sessions. with accss danied 1g
NGOs, and distinguished represaniatives
should perhaps knaw thai this has Jed 1o a
number of contingency plans, [nstead of ar.
tending negoriations, NGOs would end up hav-
ing 1o spend 8-12 hours & day bricfing the
press. informing their members worldwide as
o what negotiators here are up 12, and bunan:
holing delegates wherever they un find them
outside; in restrooms, comidors and hotwel lob-

bies.

Editorial

Conferance Reports
Swedish Nuclear Decision
2000 Economists
Ludwig

o D oW N
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The Sorry State of Play

['s hard to imagine how these negotiatons
cauld get more sidetracked from their ¢.an-
tral purpose of agresing on & substay jal
reductioa in industdalized country er: js-
sions, as a first step towards achieving he
treaty’s ulimaie objective.

The world's Jargest eminer has com: ta
Bonn with a full complement of position:: on
conuroversizl issues ranging from emlssicns
trading and joint implementation to req. ir-
ing negbtiation by 2005 of binding develup-
ing country commitments. This has had 1he
predictable effect of polarizing the debire,
Conspicuously missing is any conswuejve
contribution to progress on QELROs,

+ The |5 members of a prominent regic nal
economic coordination group, meanwkije,
arebogged downinintemal squabblingwtich
has prevented them from providing much-
neededleadershipin thesenegotiations, T 1ey
are dangerously close wo substentiating 1he
charge from the other side of the Atlanric it
they arc all walk and no actjon, _

Other industrialized countries oceu vy
their dme by puning forward either s:|f-
serving differendation schemes or hope-
lessly vague constructs of p'sandg's. 2.ad
developing countries seam 1o be rising to
the US bait, focussing their energics on re-
sisting efforts (o renegotiate the Ber'in
Mandate, rather than effecruating it.

Last year, 2,500 scientists provided whac
munisters acknowledged 1o be 3 compelliig
pasis for action to reduce emissions. L ast
month, some 2,300 economists stated §: is
possible (o reduce emissions without haiin-
ing living standards. This week. several hin-
dred delegales seern 1o be suffering acollze-
tive failure of will, no doubr aided and N
ted by whar the authors of the economi:: s*
saementlcrmed “the mislcading claims -ut
forward by special interast groups,”

The clements of an dccepiable agric.
ment are in the Chairman's framewnrk
compilaton, albeit surrounded by moun:s
of diversionary or downright harmful t s,
This AGBM session must start soning e
wheat from the chaff,
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SBSTA Friday AM
SBSTA camc (o many conclusions at its final
session, The NGO Consuliative Mechanism was
essentially postponed until the next session. The
only addilon was Venczuala's “decp™ regret
about the delay in the Secretarfar's report Afler
the long hours Thursday night, there was rely.
tively little controversy about cooperation with
relevaat inemational organizations. Kuwaii
se2med 10 be overruled becauga SBSTA for
mally "thanked the Chaitman of the IPCC for
his informauve report and noted the new Lach-

nical papers, With regards to the Techpicyl Paper.-

on the environmental implications of protocal

propatals, SBSTA requestcd the IPCC 19 take
into account the saven country submissions on
this topic and “reflect these contributiorrs, whara

appropriate, in the development” of the repan.
“"National Communications from parties in-
cludec: in Annex I t0 the Convention™ was
adopled despite an intense discussion about a
“full stop.” “Non-Anncx ! Panjes” was much
mare ¢ifficult The delegare from the Philippines
felt that paragraph 3 was not in the spirit of the
Convendan, The G77 siated that the GEF should
fund the preparation of national inventories but
the US and EU disagreed so this paragraph was
uldmarely deleted due to the impasse, “Mcth-
odological issues" was adopted with ne discus-
sion but most of these Issues were deferred until
Parties made submissions (by 15 Aprtl 1997!) on
the content, privrities and liming of methodo-
logical activitics, “Developmen: and transfor of
technologies™ spurred quite a debate about Ineer-
governmental Technical Advisory Pancls
(TTAP1). The GT7 urged SRSTA 1o set up ITAPs
without delay while the EU "Urged SBSTA not
toda so.” Ha Ha. The final result was Insplred by
Tanzarla with EU and US compromises. Basi-
cally. SBSTA will take up the {ssue at the next
sessior. We were particularly plsased with Iran,
for once. because it rcally insisted thar wansfer
should be absolutaly “clean” technologics, not
just 'cleaner™ His logic was lost on us, but it /s
beer grammar, On AL, the uniform reporting
format was adopted with minor changes. The
US weighed in with a rather political statement
on A, Apparently, since we've now got a uni-
form ruponting format and “over 40 syccessful
projects™ we may nol need 1o wait uril 1999 1o
assess he pilot phase, Nor surprisingly, the US
interventian ended by puning “erediting” on SB.
STA's agenda for next time. It selectivaly inter
preied certain pants of the recent US economists’
sutement on market-based mechanisms 10 sup-
port the: US enthusiasm for 1.
S8 Friduy

The SEI went painfully through the drafi can-
clusions submitted by the chairma, Text on

@ons/007
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communications from Aanes [ and non-Anngx
I Panties was agrued €3sily, wiill the SBI ep.
couraging Annex 1 Pardes 1o submis their see.
ond national communicadons on lime, and re.
questing the scorsarial o keep 1t infarmed of
PIOETess on non-Annex I Parly communica.
tions. :
Very palnful for your long suffering Beo
reponar was the interminabls discussion on the
conclusions on the programme budget, First tha
Netherlands proposed additonal Xt express.
ing concemn over the inerease in the budget.

_then China added a paragraph on the need for

the budger (0 Be in line with the Convention
and COP decisions, The USA then dug in its
hesls, saying the existing text was perfacily gd.
equaie, and that if the others insistad, they too
would sugpest new text, And so it went on,
untl they all agreed to witidraw, and we ware
back preity much where we started, That's in.
lemational negotation fer you. '

The contact group report on the UNGA
special session on agenda 21 wer through un-
challenged. but the conuct Broup on financial
and technical esoperation had not yer provided
text. A special meeting of the SBI will be held
this week Lo agree conclusions on this jssue.

Finally, there was another cndless dabata
on the secdon on arrangaments for COP 3.
China and other developing counties were
concerned that thay weren't ambushed by an-
othar surprise like tha COP 2 minisicrial decla.
mton. and supported language which would
require subsiantive proposals 1o be submifted (o
pandes well in advance. This was opposed by
the USA and the EU. and the deadlock wag
only recenciled by compromise text drafiag by
the Executive Secretary for ths Chair.

{[AGI3 Friday]
[On Friday [AG)3][ the Groupj sputtered 10 a
close with some raflex bracketing of Annex It
(] [its)[1hein) Repori(:]{-] the
{substantive)(main) [pan]{pontion] of the docu.
mentCICL 00000000

More significantly. China suggested that
the main body of the report might be sliered 1o
reflect the fact that there was rathe: mars con-
sensus in the Group than was indjcaad by the
text, The Netherlands (EU) agreed and the now
familiar Euro-Chinese drafting group set 10
work again. this ime unsuccessfully - probably
owing to the fival anractions of a sunny after-
hoon and the Imminent NGO pany.

As a coda, Chile suggested (hat the Greup
1ell the rest of the Convention process that
AG13 may not finish its work unyj COoPa,
whenever thal is. Afier some discussion it wu;
tacitly agreed that Eco should undzrtake this
1ask.

H
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Swedish Nuclear Decision Welcomed

The Swedish government's decision n shut
down the country's large nuclear powe- plant,
staning in 1998, has bean welcomed b many
people in Europe intercsted in enviror inental
proteciion. Lasr year the Swedish Prime injs-
181 daclared that Sweden would become .1 warld
leader in creating an ecologically sustijnable
socioty: the decision on nucleas powar {8 1een as
the firkt imponant step in creating a sustsinable
energy system, This is alsa the reason th those
interested in elimate proteciion are congranulat-
ing the Swadish sovemment evan thous | there
are fears that nuclear power would have 1o be
replaced by imponed ¢lectricily from coil-fired
Damsh plants ar by natural gas. Howe''r, the
govermment has declared that energy sav "1g and
invreased develnpment of renewable aneiyry will
replace the clesiricity from the 1irt nucle it reac-
1n. Increased CO, amissions from the wranspon
sectar will be replaced by a rapid invody.:sion of
aliermaave fuels,

Environmenial organizations in & 'veden
have long argued that nuctear power vogld be
“phased ou and CO; emissions reduces At th
W imu. AL presenl nuclear power plants

et ——————

supply half of Sweden's elecuricity, most of the
resi being hydroeleciric. Even with nuclear
power out of the picture. €O, emyssions could
be reduced by a third through increased effi-
ciecy, greaier use of biofuels, and taxation ad-
Jusmenis,

Swedith per capits electricicy consumption
is three times higher than in the EU, a1 large.
dustry. including the power-iniensive sector,
figures rolarively low in this woaal, A great deal
of wlactricity is on the other hand used for space
heuling and in wasieful ventilstion and lighting
sysiems. The polential for increased efficiency
is enormous, _

Sweden Is about cqual in ared lo France
and Spain cumbinad, and is mastly covered in
foresi. Even allowing for nature pratection and
1he needs of the timber and pulp industrics.
considerable quantitics af biomags could be
burnt for heat and power.

Biofuels and combined heat and power will
be paramount in a susininible energy sydtem
for Sweden, Combinedecydle units, with gasifle
eation af waad and the black liquor from
pulpmaking. are o be buh,

'-

—

Taxes will need further adjustment. At cyr-
rent 1ax rates, biofucls are already compeutive
in many areas. Following thz 1991 {ntroduction
of 3 genemal CO. emissions ax (equivalen 10
about 4 US cents per kg), they have alreads
replacad ¢oal to a very considzrable exwent in
district heating. However. the tay shows man:
discrepancies: for example fassil fucls for elec-
ulelly generation wre exzmpt. even for com.
bined heat and power. which gives opponun.
tles for juggling the aceounts.

—
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GLIMATE "NEGOTIAT

2000 Eclonomlsts

What they said. ..
by Annie Petsonk, EDF
More-than 2,300 leading ceonomists, Including
3 Nobs! Jaureates, have announced in a stau-
ment that “global climate change caries with i,
significant environmenaal, economic. social,
and geopolitical risks,” and that “prevends:
steps are jusdfied.”

I"'unhct" “sound cconomic analysis shovs
that ‘there are policy opdons that would slov/
climate change without harming American U /-
ing: mndn:d& and these measures may in fact
imptove US producdvity in the long term,”

-“The statement also says that markat-bas:]
polxqqs are the most efficient approach, and
that,; an international emissions wading agree-
ment’is required They point 10 twa marbst
mecharizsms, carbon taxes and e auction «f
amisslons permits, that can implement climi 2
policies efficiently at the domestic Jevel.

. This statement has besn widely reported n
the. US and UK press = an unusual experierse
for mon practidoncrs of that otherwise distial
sciénce. It has been compiled because, in their
words. »As the climate debate unfolds. it is iin-
pera.uvn that publlc policy be guided by sound
ecoriomies rather than misleading claims ;ut
forward by special interest groups.” Take Ui,
Gee!

i, «wsAnd What they Didn't Say
by Clive Bates, ITEC Eurape
In Friday’s SBSTA meeting. the US trled to 3dd
some’ academic weight o its arguments or
Joint Implementation, claiming :"As more tfan
2,000 economists tecently hoted tn a forral
statemant (copies of which are at the bacl: of
the room), JI efforts will substantally recaice

202 647 0191
49 2283392838

- qulred —

STATE OES/EGC

the costs of any effort 10 address the prablem”,
This had NGOs scurrying 1o the back of the
room to ses what the economisis had really
said.

‘Well, nathing about JT actually. The ccono-

mists had ectually sald: "...for the world 10

achieve i1s climate objectives at minimurn cost,
a co-operadve approach among watons {s re-
such as an internadonal emissions
rading agmeament”. Onc crucial difference be-
tween such cmissions trading and Annex [.to
non-Annex I JT advocated by the US is that all

participants must have some kind of quanuﬁcd, :

lirnit w0 their emissions.

AMEMB BONN ECON
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Wlth Regret. .

Eco received the following intervertion on Frie
day: "The Netherlands (not on bzhalf of the
European Community and its Mamber Siaies)
wishes (o file 3 complaint on the absenct of
illustration in this week's Eco. It fcels that in-
sufficient account has bean taken of illiterace
members of the delggauon and requests part of
its money back.”

Killing two birds with onc stone. so 1o
speak, Eca’s own intervanton in reply o gur
|, most distinguished colleagues from the Nether-
lands wkes the form of a picnure explaining
"why we ate unable W reum any cash,

Without 8 limit there is ne bastline; a;asnst"' .

which eissions rights can be bought and sold.
In canuvast, where JI would allow erediting
where the hogt has no emissions Umitatons, it
is difficult w see how this can make a viable
market mechanism. The nommal negotating
tension berween buyer and scller would be ab-
sent ani! the host has litde incentive to drive a
hard burgain over the carbon crediled to the
invesior.

Both partics 10 the JI have an Incentive to
exaggenate the emissions savings and 1o credit
2] the savings 1o the invesior, no matcr how
trivial its contsibution. The net glabal result?

‘More CO, could be released,

With JI batween parties which both have
acceptd emissions limitations, the sitvation {s
differzat. The host would have 3 clear incentive
to casure that it aftalned genulne cmissions re-
ductions and would only offer carhon credits in
proportion to the value added by the donor/
investar. In this case, JT could become a viable
marke: mechanism.

Rumours have reached Ludwig concerning the
wonderful loyalry of the representative at the
negotiadons of a ceRain large intemational auto-
mobile company, noted for the consistency of its
products and advertising message throughout the

-~ Compilarion Comprehension, from p. )
‘What should nor be in the Kyoto Proteccl:
* The net approach (18 paragrag hs)
» The multigas, of basket approach

(25 paragripshs)
+ Relarjve emissions tatgets e.g. per capit
targels (10 paragrphs)
* A detalled emissions wading regime
(11 paragrivshs)
~ Dilferantiation of emission commilmeant;
(33 paragriyhs)

. A late start e.g, 2010 as the [irst year fo-
emission larget reductions (12 paragriphs)
* Emission budge!t periods longer than fi-2
 years (1) paragraphs with unspecifice time
periods)
Joint implementation with Panies whict. do
nat have binding emission reduction ta - jets
(14 parag:iphs)

b sl F N0 3 (| vOLUME XCV

+ “Borrowing" of cmissions from future
budget periods (3 paragraphs)
= The carrying over of unused emissions to
the next budget period (“banking')
(8 paragraphs)
+ Compensatlon mechanlsms far oll exponing
countries (12 paragraphs)
= New commiuments for non-Annex | Parties
masquarading under benign phrases like
“evolution™ and “no-regrews” (G paragraphs)
Towl: 163 paragraphs
163 paragraphs s more than half of the Compi-
lation deleted. A good star,

Psusst! NGO Parly. Weadnesday evening.
Aftor the Mayor of Bonn's recapiion. We
know we can't compets but come along
an tha same. Waich this space for detalis.

F

world, Apparently, likewisa, this gentleman Is in
the habit of approaching the ladies here with his
own universal message, which he abviously be-
lleves will arract them o his. er, product, Ludwig
understands that. as with the company. the level
of macke! pshetratien is lower than desired,

By the way, Ludwlg w3s impressed by the
tact shown by the Australlan dipiomats staffing
the embassy's Boomerang Bar, scene of Friday
night's party, All of them prolcssed 10 know
nothing at all about the elimate conventon.
even though they are attending the AGBM.
Good on you, sports!

THANKS

The Climate Action Network wauld like 1o thank the
Environment Minisitles of Germany and lhe
Netherands, who have provided lunding for Eco,

With reseurces eontribuled by: APC Netwarks
and EumoFax.

REE OF CHARGE
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Paridi¢ Updates from the Climate Talks
Honn, Germany, March 2-7, 1997
Agengy ‘- Nam: Telaephone FPAX
State Eilleen Claussen 647~1584 - Fax647-0217
State Rafe Pomirance €47-2232 Fax:647-0217
State Andrew Higenhoom/ 647-4069 Fax:647-0191
Bradford Johnson .
State Erica Re:n FPax:647-0753
State Jack Shi:k 647-4069 -  PFax:647-0191
State Barbara ates - Fax:647-4037
cLrffte Susan -Gordon 647-4069 . Fax:647-0191
OSTP - ‘Rosina Bi.erbaum 456-6202 FAX: 456-6025
CEA - ‘Alicia Munnell 395-5036 FAX: 395=6958
NEC - Zlgie Ho.stein 456-5379 FAX: 456-2223
CMB T.Jd. Glauthiey 385-¢561 FAX:395-4839
Justice Leois Schuffer 514-2701 FAX:514-0557
Jim Rubin _ : ' FAX:514-423
Commerce Jeffrey lunker 487-6055 TAX 482-36%6
NOAA Terry Ge:cia 482-3567 FAX: 482-6318
Treasury Joshua G:tbaum 622-2220 FAX:622~2633
Interis> Brsoks Y:ager 208-6182 FAX1208-4561
USTR Jennifer Haverkanp 395-7320 FAX =395-4579
Agriculrure =« Charlie Rawls 720-6158 FAX:720-5437
ciQ Dirk Torrvister 342-1060 FAX:343~1162
EPA Elaine Hz.=misegger : FAX:260-0290
EPX, Mary Nicdaols 280-7400 FAX:260-515%
Bavid Gardiner 260-4332 FAX:260-0275
Nancy Ret.2 . FAX:233-9598
OQE: Markx Chupla _ %86-3823" TAX:586-0861
G por: Frank Kruesi IR§-2222 FAX:366-3997
ove Pet= Jor:lan 4156~9551 FaxX: 45%-3500
CEQ David Szndaiow £356-6542 FAX: 456-2710
. CEQ Steve Se.gsl 32%-370¢ FAX: 455=-8546
‘AID Dzvid Ha. ss 878-4205 TAX:
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Periodic Updates from the Climate Talks
Bonn, Germany, 24 Feb.to 7 March 1997
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Eilzen Claussen
Raf: Pomerance

Bra:lford Johnson
Eriva Keen

Susun Biniaz
Jac.« Shick
Barisara Cates

Ali:ia Munpell

Abr:ham Haspel

Dirl. Forrister

Mar: Chupka

Mar:' Nichols/David Doniger
David Gardiner

Elaine Haemisegger

Nancy Kete

Cha:rles Rawls

Ros.na Birbaum

Steve Seidel

David Sandalcw

Sally Kane

Jim Rubin

Agepncy
State
State

State
State

State/L/OES

State
State/EB

CEA
DOE
DOE
DOE
EPA
EPA
EPA
EPA
USDA
OSTP

CEQ

NSC

NOAA

DOoJ
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Fax Number

202
202

202
202
202
202
202

202
202
202
202
202
202
202
202
202
202

202

202

301

202

647-0217
647-0217

647-0191
647-0753
736-7115S
647-0191
647-4037

395-6947
586-3047
S86-9987
586-0861
260-5155
260-0275
260-0290
233-9598
720-5437
456-6025

456-6546

456-2710

427-2073

514-4231
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26 February 1997

To: Please $ee Attached List
From: USDEL/Geneva, Mark G. Hamw
Subject: Negotiations under the Framework Convention on Climate Change

Periodic Update No. 2 for February 25/26, 1997

This message ansinits unofficial reflections on activities and developments during the
climate negotiations whi:h are being held in Bonn between February 24 and March 7, 1997, While the
contents are unclassified. this report is intended for use by officials of the the U.S. Government, only.

This report covers activitizs ftom the afternoon session on Tuesday, Feb 25, through the morning sessions
on Feb26. We are also icluding a report on the Feb 25 SBI meetings prepared by DOE's Linda
Silverman, and a copy of *“ECO”, the NGO rag published with funding from the German and Danish
Environment Ministrles. Ihe final paragraphs can be used as a DAR item as desired and appropriate..

Climate Talks, Update N:. 2: “The -auldron Heats Up as Snbsjdiary Bodies Arrack Their Resperive
l;ﬁueg

A i ates

The good news :. thar all thre subsidiary bodies are reporting progress in getting throngh their
respective agendas. The :ad news is thar the cauldron is heating up with regard 1o certaln decisive issues
which will dictate the ma- ner in which these negotiations are brought to finalization. Indicative of this
latter point was the (at fi -t glance) innocuous request made by both Tanzania (speaking for the G-
77/China) and by China r: questing that COP-4 be held in 1998 rather than in 1999 as had been
recommended by the Bur:au. The G-77 argued that this date is in confonmance with the Convention which
states that COPs wil] be hidd annually unless decided otherwise. We see ulterior motives (relared to the
review of annexs and of annex | comnimments - both of which must be carried our “no later than™ Dec 31,
1998), and are striving to :ind a comp!‘omisc. Also indicative of the rough passage that our protacol
framework faces were co-nments made by China’s delegatlon indicating his strong misgivings with aspects
of our proposal. ((I will leave it 1o our readers’ intuitive sense to determine which ones (which he did not
specify in any case.))

SBSTA and SBI Make P-ypress

Both the Subsidi: ry Body on Sclentific and Technological Advice (SBSTA) and the Subsidiary
Body on Implementation (SBI) report:d forward movement on Feb 25 and 26. The SBSTA contact group
on AlJ reports that good { rogress was achicved and rhar, despite some complicating manuuvers on the part
of the Philippines. a reporting format had almost been agreed. National communications issues were
disposed of smoothly on I'eb 25, while a contact group on methodological issues continued to meet on
Feb26. The question of : new NGO consultative mechanism was passed from SBSTA (o the SBI for
consideration -- despite criticism from the EU that nothing tangible has been forthcoming on this matter
and urging that the Secrer:riat undertake consultations with NGOs in the near futyre.
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At the discussina of Annex | communications in the SBI on Feb 25, the Britlsh announced thar
they have completed thqtir Sccond Nationa) Communications (the first Annex | Party to do so) and bragged
about how they would ¢ :ntinuc to be below projected targets for the foreseeable future. Financial and
technical cooperation and issues related to the Globa) Environment Facility provided for some turnultuous
discussion during the Fi:3 26 debate A paper is to be drafted by a contact group to evaluate the interim
financial mechanlsm.

More vexing debate is expested in the SBI on Feb 27 when various budgerary Issues are raised.
The budget for 1998/99 i; projected 1o increase substantially over the current ane. We have asked the
Sccretariat to provide us ‘with the details for the anticipated increase. Among the points of cantention [s a
proposal 1o establish FC'!C liaison o:fices in both New York and Geneva to assist in communicating with
G-77 represcntatives. Witile symarthatic to their inability 1o remain as informed as we are in this process,
we believe that a Canadi:n suggestion to ask Secretariat personnel to brief Missions in New York and
Geneva on a periodic basis (as is done by the Biodlversity Secretariat) has some merit and would be much
more cost-effective.

AG:13: Moving Towar(!s a Paper

Meanwhile, Brilain’s Patricl: Szell is moving his AG-13 working group towards consideration of a
an informal chairman’s t2xt outlining some tentative ideas concemlng a multilateral consultative process
(MCP). In both session; of the grous on Feb 25 and 26, discusslon focused on the possible elements of a
MCP. These include su:h marer s as characteristics, objectives, institutional arrangements, and
procedures. Szell indica::d that he will have a paper available no later than Thursday, Feb 27.

More NGOs and Staffde, Due to Arrive

As noted in Update No. |, the current contingent of U.S. environmental NGOs is quite small, We
understand that reinforceinents wlll begin to arrive tomorrow. Business is already here in fairly substantial
numbers and have come (5 us with a zomplaint or two or for general comments (for example, EEI has
presented us with a derail:d exposition on changes they would llke to see in both the U.S. protocol
proposal and in Chalrma1 Estrada’s “compilation™ document.) Rclations remain amicable, however. The
scene will liven up by th: arrival at the weekend by two Congressional staffer from the House encrgy
subcommiree, Cathy Va: Way from the majority and Sue Sheridan from the minority. A staffer from
Senator Lieberman'’s offive is also scheduled to attend next week’s AGBM sessions, as well.
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The following paragraphs can be used as a DAR item as desired or appropriate:

Climate Talks, Update 110, 2: “The Cauldron Heats Up as Subsidiary Bodies Attack Their Respective
Lssues

The good new:: is that all three subsidiary bodies are reporting progress in getting through their
respectlve agendas. The: bad news iy that the cauldron is heating up with regard 1o certain decisive issues
which will dictate the minner in which these negotiations are brought to flnalization. Indicarive of this
later point was the (at “rst glancs) innocuous request made by both Tanzania (speaking for the G-
77/China) and by China -equesting that COP-4 be held In 1998 rather than in 1999 as had been
recommended by 'thc Bueau. The C-77 argued that this date is in conformancc with the Convention which
states that COPs will be )ield annually unless declded otherwise. We sce niterior motives (related to the
review of annexs and of Annex I cornmitnents — both of which must be carried out “no later than” Dec 31,
1998), and are striving t: find a compromise. Also indicative of the rough passage that our protocol
framework faces were c:mments made by China’s delegation indicatlng his strong misgivings with aspects
of our proposal. ((I will J2ave it ta our readers’ intuitive sense to determine which ones (which he did not
specify in any case.))

Both the Subsicllary Body on Scientific and Technological Advice (SBSTA) and the Subsidiary
Body on Implementarion (SBI) repoited forward movement on Feb 25 and 26. The SBSTA contact group
on AlJ reports that goot| progress was achieved and that, despite some complicating maneuvers on the parr
of the Philippines, a reporting format had almost been agreed. National communications issues were
disposed of smoothly on Feb 25, while a contact group on methodological issues continued to meet on Feb
26. The question of a n:w NGO consultative mechanism was passed from SBSTA to the $SB1 for
consideration -- despit¢ «zriticism from the EU that nothing tangible has been forthcoming on this matter
and urging that the Secru ariat undentake consultations with NGOs in the near fururs, At the discussijon of
Annex 1 communication; in the SBI on Feb 25, the British announced that they have completed their
Second National Commuaications (the first Annex I Party 10 do so). Financial and technical cooperation
and issucs related to the {jlobal Environment Facility provided for some mumulwuous discussion during
the Feb 26 debate. A pa:er is to be drafted by a contact group to evaluate the interim financial mechanism.

Meanwhile, Britain's Patricl: Sz2ll is moving his AG-13 working group towards consideration of a
an informal chairman’s 1:xt outlining some tentative ideas concerning a multilateral consultative process
(MCP). In both session:; of the grous on Feb 25 and 26, discussion focused on the possible elements of a
MCP. These include su:h matter s a5 characreristics, objectives, institutional arrangements, and
procedures. Szell indicai:d thal he will have a paper available no later than Thursday, Feb 27. (Hambley)
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The first session of the ;B dealt primarily with administrative and financial issues; substantive issues were
pushed to later in the wt::k in order 1o give delegates time 1o read the justereceived documents. The sessjon
began with adoption of :1e report of the 4th session of the SBI, which was held in December 1996. The
Chalr then explained thir the election of vice~chairs would be delayed becayse the Latin Americans were
still deciding who their :andidate wenld be, National communicarions from Anncx | parties were
discussed; of the 34 sub-iitted (only Belgium and Lithuania have not completed their first
communications), 31 vi:: ts for in-depth reviews have taken place and 20 reports have been issucd (and are
available on the web). ““he UK proudly announced that it has submined its 2nd national communication,
and that {t will be 4-8% t.elow 1990 by 2000 (22% below for methane and 62% below for N20).

The Execudve Director : f the FCCC, Michael Zammit Cutajer, provided a broad explanation of various
financfal and administa:.ve maters. First, he indicated the need for predictability in the GEF
replenishment process -- the GEF nexds to receive a clear signal from the FCCC regarding what activities it
should fund and there nes:ds to be ceiitainty with regard to the level of contrlbutions to the GEF . Hethen
explained thar the FCCC has received 85% of irs approved budget for 1996, with full contributjons from
only 61 countries out of inore than 150 countries, including some Annex I countries (the US is fully pald
up). On the program bu.iget for 1958-99, the Secretariat has reconstructed 2 new work program, based on
2 major programs (science & technology and implementation), with subprograms below each -- the budget
would be berween 5-10 million DM, depending on how much UN conference services are used, He also
explained that any new J»3st-Kyoto a3 hoc process would need a separate budpet.

The only contentious iss. e raiscd carpe up at the end of the session regarding the date and venue of COP4.
The G-77/China were insistent that COP4 be held in 1998, as explicitly srated in the Convention. It
appears that for the G-7-' China, this is related to the graduation issue, which must be settled before
December 1998; delayins; COP4 until 1999 would result in the graduation issue being put on the agenda
for COP3. The second riview of adequacy, which also must be addressed before December 31, 1998,
would be treated similar;:’. The Secratarfat requested that Parties interested in hosting COP4 indicate their
interest at the July meetirg. On fururee meetings, the Secretariat gave the Parties the choice of baving 2
™wo-week blocks of mee: ngs each y¢ar with the COP running concurrently or 2 two-week blocks of
meetings with an additior a) one-weej; COP.
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Eca has been publizhed by Non. G<| groomenial F wiromnznlnl Groups at inajor intemational conferences ince the Stockholm Enviranment
Conference In /972, This issue is pm:iuced cowoperatively by CAN groups auending the Climate Negotiations in Bonn, February-March 1997

Canapé Crisis!

Eco has leamed the truth about the apj-went
staleness of the canapés served at last nizhe's
reception. Sources deep within the Secre ariat,
who do not wish 10 be identified for Feir of
persecution. have exclusively revealed t.hu the

food for the cvent was in fact left over from
previous receptions in Geneva -~ some of it
even going back as far as COP2. Apparently.
during the move to Bonn it was loaded inw
unmarked (iling cabincts. disguised as surplus

copies of national communications. The ruse
was only spotted by our contact when he saw
that, in an oversight one of them had been la-
belled as emanating from Bcelgium, which he

—consinued page J

Owing (o lack of interest, the rest of tad.w 's
Eco consists ennirely of conference reports
and comment.

SBSTA Tuesday Morning
SBSTA' s first session began with (he usual and
unfonunately quite laborious task of geiting
through the organisational aspects. One panicu-
lar voncem expressed by delegaces was the lack
ol cifecuve distribution of relevant docum:nta-
lion in good time Tor the sessions. Follo.sing
aceraditation of 13 aew NGOs. twa co-tact
groups were Created: one on All. and anather
on methodological issues. On subsuntiv: is-
sues, discussion (ocused on couperation vith
relevant internaional organlsations, WMO sre-
sentd 1S sSummary report. on intermational co-
ordimted rescarch and systematic observa ons
programmes. Included in the “possible actl: ns”
requested fram SBITA was to consider invijng
the GEF 10 suppon the efforts of develeping
COUNIRY Partics 1o improve their systams fer re-
scarch and svsiematic obscrvation of clinate
change. This vaused some controversy. Wil
somye welvomed the suggestion, wthers cx.
. presscd coneem that GEF fuads should nor be
used 1ar “not such a high prionty™ issue, The
SBSTA session closed with Tfour defegatisns
IMalavan, Zimbabwe, Canada and Switer-
lamu 1 ssked 1o prepars Jenfi recommendation s,

SBSTA Tuesday Afrernoon
SBSTA look up several agenda items in the
aftermoon but emphasized cooperation with rcl-
evant international organizacions. Prof. Bert Bolin,
Chaimmnan of the [PCC. delivered an oral report
about the stats of forthcoming [PCC reparts,
Twonore technical papers have been completed

- onsirnpleclimate models. and on the stabilizatdon

of atmmospheric greenhause gas concentrations. It
should be noted that SBSTA does not seam to
intend 10 reflect on these significant rapors -
parhaps they will be considered by the AGBM
next ‘week. Al the least. itis 0 be hoped that the
distinguished delegates of these bodias will (cy to
educsle themselves tram these important sciens
tific documents befare undenaking further politi-
cal ncgotiatlons, Stay tuncd lor highlights.

Prof. Bolin urged Panies wishing to submil
further comments regarding the planned struc-
ture and content al the Third Asscssment Re-
port ¢f the [PCC 1o contact the Chairman-Elact
or Scerelanat as soon as pessible. He alio nou-
fied Fartes that the special repont on regional
impacis will be availuble in September 1997,

Sparking yet anather intense debate. Prof,
Bolin revicwed the statws o the fourth echmeal
papcr on the cnvironmenal implications (i.c.
sea-level rise) of vanous emission himitauon and
reduction proposals. He sited that, taking inta
account the recent couniry submissiuns, the

[PCC will complete this technical paper by Sep-

lember 1997 as dirccied by SBSTA in its last
sessian. The IPCC will not conduet any ncw
research for this paper. but merely synthesice
caisting data as required for any technical paper.

Kuwait. Nigeria. Venezuela and Saudi Asa-
bia all insisted thut this technical paper should
b tumed int a special report. but Prof. Bolin
reminded them that the [PCC Plcnary already
decided thag it would be a Technical Paper in
Mexico Ciry.

The Netherlands. USA. Australia sny
AOSILS all urged for the compleuon of the tech-
nical paper. using the country submissions us
guidance. The Marshall Islands contended that
“[further] delay is political intceference in sui-
entific discourse,”

Kuwail, using an unwieldy analogy from
an Arabic phrase that apparently reads, “Don’s
L0 o prayers while you are drunk™ accused
Prel. Bolin's oral repon 10 SBSTA of being
“hiascd. panial and misleading.™ -

The Chairman chided Kuwait 1or not heiny
polite. He also proposcd that SBETA should
make a recommendation (0 the [PCC thar au.
thors take into account the couniry suhaiiy
sions. as Prof. Bolin promised (0 Jo. Kuwat
suggesicd that debate be continued after they
vonsuh with their "collcagues.”

On national comemunicationy. the Sevie-
13riar inade 4 presentation on country swbmis.

- contitted pver
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sions, notlag that the UK had already sub-itted
their sccond communication. Then. th: UK
madc an intervention confirming that the: will
meel (heir stabilization goal of 1990 lev:ls by
the year 2000.

Next came methodological issucs. ‘shich
the Secretarial suggested be dealt witl in 2
smaller group. SBSTA then moved an 10 dis-
cover that the report on “Mechanisms for Con-
sultation with NGOs™ was not ready. so agenda

- item was deferred to 4 later session.

In the most surprising development -f the
day SBSTA e&nded twenty minutes early The
next session will be Thursday moming.

AG13
The theme of Tuesday's AG13 meeting w:s of
fice fumiture. Building on the Deccmber 1neet-
ing's discussion of rotaling scats. yesic*Jay's
debaic focused on desks.

Al the outset of the meeting, the (Chaic
shocked the mecting by radically profosing
that the Group try [0 detide somethiny this
time. He funher recommended that thys *:dme-
thing™ might be the “character” of 3 mu  ulat-
¢ral consultative process. Should it be ad™isory
o supervisory or. for that matter, good o1 bad?
Chile. compounding the complexities faczd by
delegatcs. then made the revolutionary pro-
posal that the Group might consider wiut an
MCP should acnally de.

Entering inw the free and casy aimosjhere
encouraged by the Chair, China and th: EU
launched a joint iniliative on help desks. 'Jiven
\acit approval by the meeting on the conc :pt of
desks. this Sino-European alliance began 1 de-
balc on the naturc of the help that desks ight
give. whom Ihey might give help (o, and . nder
what circumstances.

It is anticipated that the furniture them: will
continue romorrow, stimulated by today's dis-
cussion between the Chair and the USA ¢ntel-
cphones and how they might be allecaidd to
desks, how they might be used cte.

SBI Report
Mr Zummil Cutajar discussed the review ;f the
financial mechanism of the Convention, ' hich
he described as the ~“most important poliy is-
sue on the SBI agenda.” He strassed the nzed
for both the flow of funds from the GEI* and

The Climate Action Network would ke 10 (hatk the
Environment Minisiries of Germany ared the
Nethertands, who have provided lunds and ! cilities
+ for Eco.
© With resources coniribured by: APC Ne works
. and EuroFax. ’
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the demand for funds to the GEF 10 be predict-
able if replenishment is © be successful (sce
article below). He went on 1o discuss commu-
nicztlons from nan-Anncx | countrcs. and de-
scrided a suggested suppont awrangement which
the Secretariat had been discussing with the
GEJ secretariat.

Finally. Mr Zammit Cutajar urged coun-
tries to pay their contributions to the core
budget of the Convention. pointing out that
anly 61 out of 150 plus countrics paid up in
1995. Shockingly. contributions are still
awailed from some Annex [ counutes - the
richzst counuies in the world. Go on, pay up or
we'] name names (we only have to look in
SBIN997/CRP.1...).

After a brief statament by the Executive
Secretary on Annex | communications (34 re-
ceived sa far, but Belgium (') and Lithuania
still pending), the UK took the floor to say that
it had already submiued its second national
communicaton (o the Secrelariat (where is my
persanalised copy? Eco Reporier). and that i
CO, emissions would be 4-8% below 1990 lev-
cls in 2000. Well done, well done. well done.
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wel] dane, well done...

The secretaniat is looking av ways o'l the
volume of documentation, and was piven a
mandate 1o explore with the UN Officc in Ge-
nava whether dme sensitive documents could
be distributed before they were available in all
six languages without contravening the 1981
General Asscmbly decision.

The most lengthy item discussed was the
programme budget for 1958/9. As the budgct
depends nowbly on the schedule of sessions.
Panties were asked to provide a schedule for
1998/99 ASAP. No decision was taken on the
budget. as Parucs wanted 1o consider the docu-
men az more length. A debate ensued over the
question whether COP4 should be in 1998 or
1999, the G77 and China requesting 1998 to
ajlow the reviews specificd the Convention (o
take place: the Secretarial. for cost reasons. pre-
ferting 1999. An intercsting presentation was
the one on the Agenda for COP3. The Secre-
tariat proposes to have the meeting from 1-10
December, with the ministerial segment from
3-5 December. There would be no general
statements, Lo streamline negotiations.

Remember the Memorandum

With lite Maniare. Pardes at the last meating of
the Subsidiary Body on Implementation (SBI
3) adopted an Annex 1o the Mcmorandum of
Undzrstanding between the COP and the GEF
Council. that significantly develops a critical
part of the relatlonship between the Convention
and the interim operator of its Financial
Mechanism.

“he Annex speils out a process by which
thc COP and the Council will jointly determine
the wmoune of GEF funding that will be re-
quired by developing country Pastics to imple-
men! the Conventlon.A unique oppoaunicy for
the Parties (o test the GEF's responsivenass ©
its needs but an opporiunity that may be
missed. Delays in the conclusion of MOU may
allow the GEF rcplenishment ncgotiations (o
move towards a conclusion before the COP and
its sabsidiary bodies can makc an asscssment
of tre amount of funds necessary to assist de-
velaving countries. In the absence of such an
assexsment. GEF replenishment negotialions
will be based. as they were in the hirst GEF
eyele. on how much the Annex |1 Panies care
to contabure, rather han the level of funding
the Convention needs. Under these circum-
stances the commitment (o meet the agreed full
incremental costs of implementing measures
undertaken by developing countnes 1s greatly
undermined.

This is not 10 supsest that the assessment of

developing country nceds will be an easy task.
Some inspirauon could be taken from the Mul-
ulateral Fund for the Monureal Protocol. which
was recently replenished on the basis of work
undentzken by a Technical and Economic Ad-
visory Panel (TEAP), which estimated devcl:
oping country demand for relevant invesimen
and technology (ransfer over coming years
Clearly climare change offers an unlimitec
range of investment opportunltics considerabl
more challenging (o calculatc than in the ozon:
context. But the process of estimating develop
ing country nceds over a specific period of tim:
could help (o focus the work of the SBlin de
lcrmining programme priorties and eligibilit
critcria for Convention funding. and might en
courage develaping countries 1o develop mern
concrete measures for their national pro
grammes.

Despite the adoption of the Anncx. and th
capid approach of GEF replenishmem negous
tions. there is little sign of the subsidiary bodie
or the sccrctariat. preparing an assessment <
needs. Thus far the gnail’s pace of the GR
project cycle has maintaincd a healthy balanc
In the GEFs accounts. However, as the GEF’
pperations begin 10 operate more smaothly an
10 process the project proposals in its pipehin
the Partics mav have no one o blame but then
selves if funds are exhausted befors legitima.
nceds arc met,




