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Largest 1989 Subsidies to Coal 
(Iunnionsof1989$)

SubtUf

Ptojmn 1

OOEHiO 381S 3814

Anny Coipt Waleniayj ProjKlj
199.S 199.6

SSA Bade Lung
^89^0 892.0

Oapartnwnl d Labor Back Lung Tnot Fund
26GI

OSMRE Mna Regulafcn and Abandoned MineUnd Tnot Shorfal 878.7 8717

|Tai (General Capital and other) |

Geneiai ITC (madiinety and aquoniant)
187.3 617

Accateraled Oapradatian (machineiy and equomenl)
812.7 201.3

Talal General Tax
980.0 287.0

|Tai(Energy) |

TaiHixampt Black Ling Benelita
180.0 110.0

Percentage Oepletian . 202.5 124.5

7dal Energy Fax
3825 234.5

"sorj

1 Grid .

Program 1
REALosaes 607.3 569.8

DOE aean Coal Program
178.4 33.6

Tax (General Capital and Other)

General ITC (machinery and erjuipmenl)
1M.3 76.7

948.9 276.7

Total General Tax
r./44.2 353L4

Tex (Energy)

Tax^EiempI Piiiie Power Banda
406.4 333.2

Tax-Exempt Pedulion Control Bonds
325.1 266.5

Tax Exdusian lor CooparatKre Umdea
416.1 297.2

Tax-Exempt PubfcUailee
112J 112.9

Ubtly Retenticn d Excess Dslarred Taxes
225.9 0.0

Total Energy^"
1.43S.4 1.009.3

."i ”••• : .ZOO£

1 All Coal 1

Total Large Program Subsidiss
3,808.3 3,6212

Total General Tax
Z124J 620.4

Toal Energy Tax
1863.9 1.244.3

Total Large Tax Subaidioa
3.993.1 1,864.7

TolalA.la,i.Subdde. S¥j--v.-:::. ' 7,801.4 ■j 14863

All Other Subsidies 10 Coal
241.4 70.4

1 TOTALSUBSIDIESTOCOALIN1989 aiM28 5157.3

Munca la Sava Enarjy ami Douglas Kophw, Agal 1993

80.



Total Coal

Total Carbon Emissions 
(1992 M tonnes)

Carbon Emissions 
from Coal use 
(1992 M tonnes)

Coal Share (%) of 
Total Primary Energy 

Supply (1994)

Coal Subsidies 
(1994 Millions)

US 1348 479 23.2 o“

Canada 135 32 10.8 b

France 120 22 6.4 1154''

Japan 322 69 16.4 914'*

Italy 120 13 7.4

Germany 255 103 28.5 6143'*

UK 174 70 21.9 257**

G-7 2474 78^ 20.2

OECD 3036 955 24.0 9500^

FSU 872 262 21.0

China 678 558 76.4
ROW without 
China

1404 497 21.5

Total World 5990 2272 28.4

Federal Energy Subsidies: Energy, Environmental,’and Fiscal Impacts (Alliance to Save Energy, 1993); Energy Policies of lEA Countries, 1994 Review (lEA)

* Th?zero figure for the U.S. assumes a narrow definition of subsidies. Broader definitions exist, and could include some U.S. programs. A fairly

comprehensive list from a private organization is attached. . . . v, o *•
" As of 1 April 1995 federal subsidies were eliminated for the Cape Breton Development Corporation (a federal Crown corporation) in Nova Scotia.
' All the coal mines in France are owned and operated by wholly owned subsidiaries of the state company, Charbonnages de France. This figure is reported in
Energy Polices of France, 1996 Survey, and reflects total state subsidy in 1994. . . ^.
“ Measure is the OECD producer subsidy equivalent (PSE) which consists of direct government payments to support current production, indirect supports to 
current production, plus any price support, measured by the excess of the price received by the domestic producers over the price paid for imports.
‘ 1993 estimate (1993 $) from Energy Policies of lEA Countries, 1994 Review.
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APRIL

25

25

MAY 

5-6 

5-8 

13 -15

20-22

23

27- 29

JUNE

3-6

4

9-13

12-13

COMMON CALENDAR OF CLIMATE CHANGE ACTIVITIES

Solar Energy Forum in Wash D.C.

Congressional staff and NGO briefing on basecase results
Contact: Tom Peterson 
343-1060

G-7 Environmental Ministerial Meeting in Miami 

All Project development Workshop in Cairo

Adapting to Climate Change and Variability in the Great Lakes conference in 
Toronto Contact:Frank Quinn, NOAA

313/741-2254

ECOS Meeting in Wash D.C.

EIC/USCAN Town Meeting in Chicago 

Great Plains Regional Workshop in Colorado

Contact: E. Haemissegar 
202/260-5448

Contact: J. Mellilo, OSTP 
202/456-6202

Contact: J. Mellilo, OSTP 
202/456-6202

Alaska Regional Workshop in Fairbanks

Natural Gas and Climate Change Conference 
by DOE and EPA with AGA and Enron

UN General Assembly Special Session on Environment

International Climate Change Conference in Baltimore Contact: Kevin Fay
703/841-0626



18 Climate Change and the Business Community
by EP A with Business Council for Sus. Energy

20 - 22 G-7 Summit, Denver

24-7 South East Regional Workshop at Vanderbilt U. Contact: J. Mellilo, OSTP
202/456-6202

JULY

EPA Region 1 (Boston) Impacts Conference Contact: E. Haemissegar 
202/260-5448

14-16 North West Regional Workshop in Seattle Contact: J. Mellilo, OSTP 
202/456-6202

28 - 8/3 SB ST A and SBI in Bonn

29 -8/7 Aspen Regional Impacts Integration/Planning
Meeting

AUGUST

Contact: J. Mellilo, OSTP 
202/456-6202

4- 8 AGBM negotiating session in Bonn

5- 14 Review of Regional Workshops in Aspen Contact: J. Mellilo, OSTP 
202/456-6202

SEPTEMBER

3-5 New England Regional Workshop, U of New 
Hampshire

early Sept. South West Regional Workshop in Tucson

9-11 Mid-Atlantic Regional Workshop at Penn State

Contact: J. Mellilo, OSTP 
202/456-6202

Contact: J. Mellilo 
202/456-6202

Contact: Joel Scheraga 
202/260-4029

OCTOBER



7-8 New York-New Jersey Coastal Impacts Conference in Ramapo, NJ 
Sponsored by Climate Institute with NJDEP Contact; John Topping

202/547-0104

10-12 National Impacts Workshop at NAS in Washington Contact: J. Mellilo, OSTP
202/456-6202

27 - 29 Symposium on Climate Variability, Climate Change and Water Resource
Management in Colorado Springs organized by Corps, NOAA, EPA others

Contact: Eugene Strzepak 
703/428-6370

20 - 26 SB ST A and SBI meetings in Bonn/Geneva

27-31 AGBM negotiating session in Bonn/Geneva

NOVEMBER

17-18 Climate Conference in Wash D.C. by Center for Environmental Information
Contact; Liz Thorndike 
607/277-2604

DECEMBER

1-12 Kyoto Conference: Third Meeting of the Parties to Framework Convention

EVENTS IN THE EARLY PLANNING STAGES

Between July and Nov. EPA Regional Conferences on Climate Change in Atlanta,
Baltimore, Chicago, and San Francisco
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SPEECH BY
SENATOR JOHN H. CHAFEE

global climaon te change
Calffomla and the Worid Ocean '97 

San Diego, California
March 27,1997
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March 19, 1997
Revised April 17, 1997

MEMORANDUM FOR DAN TARULLO
FROM: JEFF FRANKEL ^ f

SUBJECT; A Proposal;
The United States proposes at the Denver G-7 Summit that each of
the G-7 countries undertakes to eliminate all subsidies on coal by
the year 2005, and that the G-7 calls on other countries to follow
suit.

There would be a variety of environmental, economic and fiscal
advantages to a ban on coal subsidies, as well as political
advantages to the U.S. proposing such a ban:

(1) The policy would be an important operational measure
toward reducing global carbon emissions, as the U.S. and other
countries are supposedly agreeing to do in the negotiations on
global climate change. One study has estimated that eliminating
coal producer subsidies in OECD countries would reduce global CO2
emissions by about 1.5% (DOE). The hope would be that others,
including Russia and eventually China, would accede, saving far
more carbon emissions in the long run.

(2) An historic agreement like this would be more serious than
is typical of either international climate change negotiations or
G-7 summits.

(3) It would be pro-market. No government intervention in the
marketplace is required; rather the reverse.

(4) It would save governments money. This could make it a
very attractive feature, e.g., for Germany's current efforts to
keep its budget deficit below the critical 3%-of-GDP target (under
the Maastricht criteria). Finance Ministers would probably support
the proposal.

(5) Germany and the others could use the G-7 agreement as an
excuse for making domestic policy changes that they want to make
anyway.

(6) In the United States — the G-7 country where
international pressure is not usually a very positive force in



domestic politics — our level of coal subsidies is relatively
minor, even zero under a very narrow definition.

(7) U.S. coal exports would benefit from an elimination of
foreign subsidies. No effort to address global warming will leave
the U.S. coal industry untouched. But the high level of subsidies
in other countries means that this proposal is relatively friendly
to U.S. producers.

(8) If the global environment is to be discussed at Denver,
the other countries are likely to raise the issue of the low level
of gasoline prices in the United States. (If one favors serious
efforts to address global warming or other pollution externalities,
then one might argue that American public awareness would be
usefully raised when G-7 partners make the point at Denver. But
that is another matter.) The coal subsidies proposal would give
the U.S. a useful debating point with which to respond.

(9) Even if economic/environmental ideals must bow to
political constraints (and I hope they won't), it would be useful
to force the Europeans to reject the coal proposal explicitly.
They are currently proposing unrealistically aggressive targets for
reductions in greenhouse gas emissions. If they find it
politically impossible to do away with coal subsidies, then it is
questionable when they can meet the much more stringent policies
implicit in their proposals. The coal proposal might take some of
the wind out of their sails (and help defend the Administration in
the eyes of environmentalists).

There are some questions that would have to be answered before
the U.S. went ahead with this proposal:

(1) How, precisely, are we to define subsidy? (For example,
we would not want to preclude fixed income transfers to coal miners
who worked in 1990 or before, as a means of adjustment assistance
or side-payment to compensate for dislocation.)

(2) What political price, if any, would we have to pay?

(3) Would there be some sort of international monitoring
authority (e.g., in the World Bank)?

(4) Should the proposed ban be broadened (perhaps later) to
include subsidies on other fossil fuels? One study estimates that
world energy subsidies amount to a negative carbon tax of $40 a
ton, and that their removal would reduce COj emissions by 4-5 per
cent.'

The accompanying pages give some statistics on current coal
use and subsidies, among G-7 countries as well as among others.
Also a memo from Mark Mazur makes a very good attempt at answering
the four questions posed above.



THE WHITE HOUSE
WASHINGTON

Aprils, 1997

TO; DANTARULLO

FROM; MARK MAZUR

SUBJECT; PROPOSAL TO BAN COAL SUBSIDIES

I read through Jeff Frankel’s proposal to ban coal subsidies and thought that it would be 
helpful to put some flesh on the skeletal proposal. In particular, I thought it would be useful to 
try and sketch out some answers to the questions that are posed toward the end of his memo.

How should “subsidy” be defined? One approach is to define a “subsidy” for coal production as 
being either direct government spending or tax incentives to support production and utilization of 
coal (e.g., spending for coal research and development or the availability of percentage depletion 
for coal production). Under this definition. United States subsidies for coal are about $500 
million per year (about $300 million in discretionary spending for coal research and clean coal 
technology; about $100-200 million for percentage depletion; about $15 million for capital gains 
treatment of coal royalty payments; and less than $10 million each for providing favorable tax 
treatment for coal mine development costs and mine reclamation reserves).

What political price would have to be paid? Clearly, the coal industry would be outraged 
about the proposed ban on subsidies. However, if this special interest clamor would derail efforts 
to reduce these subsidies, imagine how difficult it would be to make significant headway in the 
context of overall climate change policy. Reducing the discretionary spending items might be 
easier than eliminating the tax subsidies, in part because reducing a tax subsidy can be portrayed 
by opponents as a “tax increase”.

Would a monitoring organization be required? Not necessarily. Since most of the government 
subsidy programs are either direct spending programs or tax incentives, the amounts spent on 
these items are available in government budget documents. Therefore, it should be easy for the 
G-7 countries to police each other in this matter.

Should the proposed ban be broadened? The proposed coal subsidy ban makes sense as a first 
step constraining greenhouse gas emissions. If it is successful, the subsidy ban can be extended to 
other fossil fuels. Of course, the political opposition to the proposed ban will increase with the 
number of affected industries, so it may be sensible to start with a single fuel that is relatively 
greenhouse gas intensive.

I am beginning to think that a plausible coal subsidy ban proposal could be crafted in time 
for the G-7 meeting in Denver, but that would require at least a Deputies-level decision process. 
Please let me know how you wish to proceed.



Outline: Sectors Paper

1. Sources and Trends of US Emissions

Needs:

breakout by key industries

2. Transportation

3. Electricity

better discussion of Car Talk 
recommendations and impacts

Technology (PNGV) and other 
regulatory impacts

Other transportation sectors 
{eg: aircraft/air engine)

Impact of
deregulation/restructuring?

4. Industry Sectors that will benefit Needs analysis/

5. Energy Intensive Industry Sectors

a. Aluminum

b. Petroleum refining

c. Steel

d. Cement

e. Pulp and paper

f. Chemicals

g. Others?

All: tie analysis to the modeling 
results
All: final review by agency 
analysts

Needs to be prepared 

Needs to be prepared 

Identified?

6. Buildings/residential stock



EB^SI^LEASE«H*ttllS«CX4U:3M«iB3 PB^ OTncS. UNITED STATES INFORMATION SERVICE
AMERICAN EMBASSV. TOKYO TEL. 3224-5264/^5265/^5266 FAX. 3566-3282

(check agalnet delivezv)

global partmership for environment
REMARKS BY

VICE PRESIDENT ALBERT GORE 
MARC3I 24, 1997
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Integrated Climate Change Analysis and Assessment
Obiective- There is interagency agreement to present climate change policy infon^tion in a way Sat inTegraterchrLate change science, the effects of climate change, the benefits of action, and 
impacts of measures. The proposed report synthesizes and consolidates US Gover^ent work already completed or underway. This report will provide an mtegrated sugary of climate Chance policy options, along with the results of the Interagency Analytic Team analyse, for 
pS Id comment This information will be combined with infomiation on the scienceof climate change and the costs of inaction to provide a context wthm which decisions abo appropriate short-, medium^ and long-term strategies can be evaluated.

Proposed Outline:

I, Overview
General review of the science of climate change, the Framework Convention on Climate Change the ^ent intemelional negohations nnder the Beilin Manriate. and US positions to

date. (CEQ lead)

II. Long-term Projections of Emissions and Concentrations
This chapter will pmsenl global projections of greenhouse gas ejmssions concentrations for businei as usual and policy cases. This chapt« 

emission and concentration pkthways; alternative eimssion aUocauon schemes to '“'‘V concentration targets; and, emission deflection points and points of global maximum emissions consistent with various trajectories. (OSTP lead)
m. Analysis of the Effects of Climate Change in the United States

This chapter will provide an assessment of the potential impacts of climate ch^ge on the United States, including effects on health, agriculture, forests, water resources, coastal ^eas, and species and natural areas if no actions are taken to mitigate greenhouse gas emissions^The regional distribution of impacts will be highlighted. Although the primary focus will be the impacts m a 2xC02 world (i.e., C02 concentrations of 550 ppm), of impacts beyond atmospheric concentrations of 550 ppm wtU be summarized. (EPA lead)

IV. Internarional Negotiation Options
This chapter will reiterate the current US international negotiaUon position.s. It will define the major points of contention in the negotiations and offer options under consideration. At a minimum., the chapter should lay out the range of targets and timetables under <=°^emtmn the issues of emission budgets, comprehensiveness, banking and bormwmg. Annex I tradmg, andJoint Implementation, (DOS lead)
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V. Domestic Policy Options

This chapter will provide the domestic options to control the growth in greenhouse gas 
emissions. Options to be discussed include; technology difftision programs, standards and 
regulations, emissions trading, sectoral policies (e.g. transportation and energy market reform) 
research and deveJopnient. (EPA/DOE leads)

VI. Economic Impacts ofDomcatic Policy Options

This chapter will cover the following issues; model -seleciion. baseline emissions 
projections, domestic policy scenarios, key assumptions, and results of the Interagency Analytic 

earn analyses including the effects on specific sectors and economic opportunities. (DOC lead)

VII. Analysis of Co-Control Benefirs ofDomestic Policy Options

This chapter is identity other benefits of specific policy options, including other
environmental effects {e.g., reductions in criteria air pollutant emissions), energy security and 
enhanced miexnational trade opportuniries and environmental technology exports (EPA^OE

Target Dates:
Initial chapter drafts: April 30 
Inreragency comments: May 7 
Release of drafts for public comment; May 15



4/23 Draft

Messages

Without action to address greenhouse gas emissions, global emissions and concentrations rise 
significantly.

For our nation, rising concentrations offer signs of potential impacts that prompt our concerns for 
an enhanced greenhouse world.

The U.S. and most other countries will miss our aim of returning to 1990 levels by 2000, which is 
prompting us to push for an improved international policy framework in Kyoto.

We are engaged in a thorough economic analysis that begins with mainstream energy, 
environmental and economic baselines described today.

From this baseline information, we are running a comprehensive set of modeling scenarios to 
inform decisions on level, timing and flexibility of policy approaches.

This work is being reviewed by 12 independent economic modeling experts to ensure that it 
benefits from peer critique.



OUTLOOK AND PRIORITIES: CLIMATE CHANGE OUTREACH

Economic and Science Base Case Briefings. Ev Ehrlich, Rosina Bierbaum and Tom 
Karl will brief congressional staff (10 am) and interest groups (2 pm) on Friday, April 25.

Science brief for farm groups on Thursday.
Science press availability for Tom Karl (also Albritton, Bierbaum?) on Thursday, 
due to interest following President & Vice President’s remarks on Earth Day.
VP Op Ed offered to several major papers.

Joint Implementation Recognition Ceremony. Bob Dixon & USUI team coordinating. 
No cabinet officials available because of conflicts with PCSD and Service Summit.

• Are agencies interested in sending Deputy or Assistant Secretaries to speak about 
importance as component of policy?

Climate Change Analysis Workshop. Early June. Need a working group to plan and 
conduct the workshop.

• Should we begin with Gardiner proposal as basis for planning? Who is willing to 
be logistics lead?

Industrial Impacts: Strategic Focus. Hunker effort needs “swat team” to gain closure. 
Interesting overtures from industry groups ready to offer constructive input.

• Should we have public involvement effort on strategic industries prior to 
finalizing draft?

Strategic Planning Session on Outreach. The priority events above fit into a complex 
negotiating and issue management effort. A coordinated strategic planning “off site” 
could save us major time later. Our first attempt to schedule became infeasible, but we are 
interested in trying again with more notice.

• Who would like to participate in this type of planning session?

Handouts

President and Vice President Earth Day Remarks and Clips
Ehrlich’s Briefing Materials
Calendar of Upcoming Events
Notional Scope of June Workship
Vice President’s Japan Speech
Senator Chafee’s Speech



White House Climate Change Task Force

734 Jackson Place, NW • Washington. DC 20503

Meeting Nnficp

This Friday we will provide base-case climate science and economics briefings, and 
announce next steps for peer review and public release of modeling results.

Times and locations:

• Congressional Brief: 10 - 12 AM Fnday, April 25 In S 116 (Open To House \nd
Senate Climate Staff)

Public Brief: 2 - 4 PM. Friday, April 25 In The Department Of Commerce- 
Auditorium

Presenters and agenda:

• Dirk Forristcr, chair of (he White House Qimate Change Task Force will provide
an overview and introduce the presenters.

• Dr. Rosina Bierbaum. White House Office Of Science And Technologv Poiicv
will provide a base-level analysis of past, present and future greenhouse gas emission
levels and atmospheric concentrations.

• Tom Karl. NOAA National Center For Climatic Data Research, will provide analvsis
of past climate changes in the HS in the context of increasing concentrations of
greenhouse gasses, and discuss potential future climate changes. Much of Tom s work
IS published in the most recent issue of Scientific American.

Dr. Ev Ehrlich, Under Secretary Of Commerce will present economic baselines for
the US and its major energy-using sectors and key assumptions for the base case. He
will also announce plans for peer review of action-based scenario results and public 
release.

Contact: Tom Peterson (202)343-1060



Today’s Topics

Goals of the lAT process
Models we’ll use
Our energy-economy baseline (before policy)
The dimensions of the climate change policy 

“problem”
lAT Reviewers

It^ 'I I



Goals
Combine different agency perspectives into single
Administration-wide view of the problem
Develop a credible, replicable, and straight-forward
analysis of the policy options for:
“ Administration decision-making
— Coihmunicating to important stakeholders
— Educating the public
Provide outcomes for a wide range of variables
— Macroeconomic
— International
— Sectolaland regional



Models We’ll Use
Criteria: must be established, widely-understood, 

available to the public, and each must bring some 

distinguishing feature that adds to the analysis
Constraints: time, cost, and staff availability. 

Academic literature has already broadly swept the 

field.
Our choices:
~ DRI (disequalibrium)
- Sec^4 Generation Model (general equilibrium)
— MarKal-Macro (technology driven)



DRI Model

Large macroeconomic model of domestic U.S.
economy
Merges aspects of Keynesian, neoclassical,
monetarist, and supply-side analysis
Shori-run behavior embedded in a long-run
growth model
Modeled relationships reflect historical
developments
Linke4'tb energy, regional and sectoral submodels

■I! I
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DRI Model (con’t)
Strengths

- Detailed representation ofthe economy’s adjustment to 

short-term shocks
- Broad detail in energy, regional, and sectoral submodels
- Role of fiscal and monetary policies during transition

T .imitations
- Difficulty in managing forward-looking behavior, 

including innovation
- Long-term transitions represented as a series of short-run 

adjust||npnts
V:
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Second Generation Model
“Computable general equilibrium” model
presumes that economies adjust and then identifies
outcomes
Includes 12 global regions, developed in
international collaborations
Detail on energy technology and oil, greenhouse
gases
Linked to models that can calculate environmental
outcomes

'■1
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Second Generation Model (coH’t)
Strengths

- CGE structure allows users to characterize long-term 

adjustment path
- 12-region structure identifies who gains or loses in any 

policy setting
- Provides details on greenhouse gas emissions and 

energy technology
T .imitations

- Short-term adjustment issue fly-by
- Littltf dkail on sectors or regions, or energy level-use 

detail



Markal-Macro Model

Model allows for direct input of technology
assumptions regarding end-use demand
Penetration rates (implied hurdle rates) can
be varied
Model solves for those technologies that
satisfy energy demands at minimum costs
Cost savings flow through to macro model

I



Markal-Macro (con’t)
Strengths

- Ability to vary technological and hurdle rate 

assumptions as inputs
- Provides energy-use detail and emissions information
- Provides implicit values for C02, NOx, and S02 

emissions
Limitations

- Limited detail on macroeconomic, sectoral, and 

regional effects
- Model may “over-optimize” the system or provide 

“knife-edge” solutions, as well as assuming perfect 

foreiiiit !i;t
!■'



Baseline Projections

Domestic baseline projections from EIA’s
1997 Annual Energy Outlook
International baseline projections from
lEA’s 1997 World Energy Outlook
Models calibrated to baseline
Charts and data, including growth rates
follow



Population

tS80 1995 2010 2015 yvf}

-Cn-ORfBwiy ^3GM

Population i960 1695 ~SBW ~20l6 ” 202o
QKtDfti Energy 250 264 276 287 299 311 324A£0&?(NEh6) iSo 264 ~2?e- 287 29d 311
SGM 250 263 276 ~5S7~ ~3Tr- 323
^nal1(a1 (Macro 250 263 276 ill 323

Average Annual Qrowtl) Rate 
(percent) 90-95 9500 0005 05-10 10-15 15-30
DRI-DRI Energy 1.0 0.9 0.8 0.8 0.8 0.8
AE097 (NEMS) 1.0 0.9 0.8 0.8 0.8SGM ^ ^ ~~ 1.6 0.9 0.8 0.6 0.8 0.7
Maikal Macro 1.0 0.9 0.8 0.8 1 0.0 07

Population grows at a steady rate of about 0.8 percent annually, consistent 

with Census estimates.



GDP
$11,000 -

Dft-DH&aar
-SGM ^Mrtofl\tejo

PtSeBu^ ABBUTflicrB

GOPTIBBonffi^------------ T588’ 1995 2000 1 ^ 1 2do 1 aoR~n»®n
bRI>DRI Energy
jemjmjS} WW

W38'
■5674^ TTiszr te.U7 ijmm17:54^ $8,390 mmmis:jM f6j635 $T4sr 38.324

MaAalhbcro I5;i3!r 1S739 ifiKSl 38.383 imr105B-
UHB - FY98 Budgel 
Assumiitiore 36.142 $5,721 $7,479 $8,343 $9,225 $9,029 $10,581

AwiagaAnnuarGtwMih Rala 
(peroem) 90-as SS-00 09415 05-10 19-15 15-30
Grtl-Drti Energy “i<r i.i 5i 2.0 ”TT“ 1.1
AE097 (NEMS) 2.0 2.4 2.2 “T5~ ~T5—SGM 1.5 2.5 r7J~ -2.T5- 1.5 1.5
Madtal Micro 2.0 2.4 -n- 1.9 1.3 ~T.7-
OKB- FY9B Budgel 
Assumptions 1.9 2.2 2.3 2.1 1J 1.3

• 1 '• Aging pop^Jatjon reduces labor force, lowers long-term growth potential by
. 2020.
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Total Energy Consumption

iiaoo

total Ener^ t;onsuinpiian 
(Quads) 1900 1085 2000 2005 2010 2015 2020
oRi-ORI Eneigy ^ ^ 82.60 ^.90 95.30 105.40 107.30 108.90
AE097 (NE^) 90.03 97.65 1073ff 110.90
SfiM 81.06 87.89 ^536 103.37 108.44 111.86

Ti?:ioMarkaiMKfo 'MBIT 9560

Awrage Annual GrowVt Rata 
(pMcent) 60-96 9500 00-05 06-10 10-15 15-30
QrK)RI Eneigy 1^. 1.6 1.1 0.9 0.4 9.3
AE097 (NEMS) ~TT' 1.1 0.9 0.6
SGM 1.7 1.3 17^ 0.9 1.0 0.6Markalk^cro 1.7 1.0 1.1 1.3 O.J 1.1
SGM Pn>)acl)ons do not feidudo; geothcnml, wind,

1111

Icipaiwule

Energy consumption growth rates decline in response to slow growth and 

enjoy efficiency improvements.
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Energy Intensity

igaO 19B5 2000 2006 2010 2015 2020

I ^DRI-OAEretw -LAEti87(t065) ^ SGM .>-M»talNtoB|

Energy Intensity 
(Teiu^2GDP> 1900 199S 2000 2005 2010 2015 2020
ORU)Al Ene«gy 13.5 13.2 12.7 12.1 11.5 10.7 ltl.3
SE09T7 (NEMS) 13.6 Il4 13.0 12.3 11.7 112
SGR 13.3 13.1 12.5 11.3 11.0 lOA
MaHallltecro “13:5 “Tf7“ l2jT ■TTt- 112 11.1

AMrage Annual Grawlh Rale 
(paicentj 95-00 0045 05-10 10-15 15-30
DRl-DRlEnwgy~ ^ ~ -0.4 -0.7 -1.4 -i,a -1.3 ■bs
«S)07(NEMS) -d.4 -0.6 -1.0

-0,4 -O.B -1.1 -1.0 -0.5 -05
Uaikal Macro

- ■

^-a.i ■1-2 •l.l -05 -0.0 -02

Energy intensity falls, reflecting ongoing technical improvements.



Minemouth Coal Prices

$20.00

S smoo

$10.00 i

KftiemoiJth Coal Price 
(lOsaon) tS90 1865 2000 2005 2010 2015 2020bfil-Cftj Enetgy {ifl.45 $ls.28 S14.4i $13.76 $13^16 $12.70
A£08r (NEWS) $19.80 $1883 TtA.38 $17.47 $1892 $15.40
SUM S19.B6

$19.86
raniT $18.44 $17.21 $17.04 $17.08 $1081

$1588MaHialKfbcrD ^273 817.35 $1662 $15.64 $16.37
■

Awrage Annual Growth Rais 
(percent) 8965 05-00 00-05 06-10 10-15 1530
Drti-DRI Energy -46 -3.4 -1.1 -o.s 6.9 -6.7
AE097 (SI6mS) -11 6.5 -1.0 -0.6 -1.7
suni 02 -1.7 •1J -02 0.0 6.3
MvUlMacio 2.0 -4.7 6.8 -1J2 0.9 6.6

-cn-oneaiv ^sgm hkMmmoo

Coal prices!decline as low-cost sources gain prevalence in the market



World Oil Prices
$30.00

? $21X00

J* $15 00

1990 1996 2000 2010 .2015 2020

( -^CRMDRBrwiy —/>EGS7(reVEX ^SGM -MwlollLtoD

Wonaoui'fice (S9S/Batre1) nsr ■2850“ ■2Dur “5ffW 2015 2020
UKI-DRI Energy {26J3 $17.14 $16.16 $18.93 $2154 $22.86 $23.05
AE097 (NEWlS) $24.67 $17.28 $18.20 $19.72 ISOaT $20.08
somI $17.26 $16.20 $19.72 $20.41 $20.06 $21.57
MarKalWbcro $24.87 $10.73 THW 621.09 i$2l.7fl ws- ia.34
Average Annual GrmlhRate
(pMcert) 90-85 96-00 00-05 05-10 10-15 15^

■ft.4 -1.1 3.4 2.4 1.5 1.0
W097 (nEmS) -6.1 1.1 1.7 0.7 0.6&GM -6.1 1.1 T7- 0.6
MaitcalMon> -4.1 -^.6 ~ST- 0.8 0.6 5.9

World oil ii(|:icps rise slightly in real terms as supplies tighten and level grows



Natural Gas Prices
iNatural Gu Pries (weUhead 
$9SrMe1) 1990 1095 2000 2005 2010 2015 2020
tirtHDRI Energy il.42 $1.si fi.47 $2.58
AE097 (^EMS) tl.97 $1.61 61.82 51.94 -fm- tJ'13

Ei07 J1.74
$1.05

M.08
^TW

$168
“$2T2-

e?nri
“$256-ftfartalMiCio Jl.97 iisf-

Awrags Annual aowth Rate 
(perceni} SO-05 06-00 00-05 06-10 10-15 15-30
DRi-DRI Energy •3,7 5.6 ^.0 2.9 1.0

~fT~
0.9

A^097 (HEMS)
-^3 2.8 -1.0 l4

Mvicai Mcfo -1.2 ~ss- 2.5

iseo 1995 2000 2006 2010 2015 2000

-OH-on&wsy -/€O070«MS) -SGM .-MutallVbcre

Natural ga| prices rise as natural gas moves into higher-value uses.
j’l
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Gasoline Prices
»1.40 -

195 20C6 2D10 2015 2(00

10S5 2000 TOCS"
□RI-uki Energy $1.20

$M9"
$1.20

■5r2r
^1.31

irar
$l37

Svrr
il.40

A^97 (hl^Ms)
Schl

1IT3i~mnoiMacio JI.34 $1.15 $1.17 $1.24 liTZr
Awiige Annual Grouuih Rate 
(peirxni) 9045 85-00 0(M)5 05-10 10-15 15-30
DffFDRTCrSiw ^ “ -2j6 -0.1 1.1 0.8 d.8 0.4
AE097 (Nbhb) -5.9 0.8 0.3 0.1 -0.7
SOM
KAarkalMcro -2.9 0.4 1-2 -0.2 08 rl.l

-CRMnEnaar - SOA ^ MM Moo I

Price projection differences reflect different treatments of transportation
demand tec|inology.
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U.S. Carbon Emissions

19B0 2DI0 2D1S 2030
-CnCRGrBSV -/ssr^&fE^

-CCfeBatte
H-sa/i

^acfpmxMm

Cwbort Enisslons (M^C) - 
rolaJ 1990 1985 2000 2005 2010 2015 2020
CRl-DRI Energy 1,338 1,413 1,51^ 1,612 1,693 1,767 _1^5_
SEoBTTfiESSj 1,339 1,424 T543 1,639 1,722 1.799'
SGM 1.346 1,464 'i^SST T84J' T727" ~rs2ff~ ^8i3-
htartolAtoo 1,338 1,459 1,040 1,624 1,741 1.833 1,959
cCfiP Baseine 1,344 1.414 1,512 1,S89 1,667
CCAP Wllh 1,344 1.414 1,^77 1,535 1,593

Average Annued Grewlh Rale 
(pefceni) 8IM5 95410 0006 06-10 10-15 15-30
DRI-{)rtl Enofgor 1.13 1.45 I.Z7 1.Q1 0.66 0.43
aE097 (NQ3S) f26 TSb 1.24 1.02 0.69
SGBi . 1.75 1.17 ~T2l i.d^ 1.15 0.62
MartaU Macro ■I.61 l.il l.o£ 1.44 —ns6 -----07
cCfifi basailna 1.04 1.36 1.o3 0.98
CCAP With Actions i.04 Silo TTS ~076

Emission growth projected at (?) annually over the 1990-2020 period.
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Non-C02 Greenhouse Gas
Emissions and Sinks

Gas/Source 1990 1995 2000 2010 2020

No CCAP 
Action

With CCAP 
Action

No CCAP 
Action

With CCAP 
Action

No CCAP 
Action

Wth CCAP 
Action

Methane 169 177 170 148 182 151 186 154

Nitrous Oxides 37
;

37
r

36 31 39 34 43 37

HFCs/PFCs/
SF6

24 N/A 62 42 132 91 183 133

Total 230 214 268 221 352 276 412 325

Sinks I -136 N/A -121 -131 -119 -129 -103 -113

------ -
•• •• ff
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Foreign Baseline

Real Economic Growth

Australia
Canada
China
Former Soviet Union
India
Japan
Korea
Mexico
Western Europe 
Rest-Of-World

(Annual)
1990-00 2000-10 2010-20

2.6 2.5 1.7
2.4 2.4 1.2
8.5 7.7 5.9
-4.0 1.5 1.4
4.8 4.0 3.5
2.1 1.8 0.9
4.5 6.0 4.5
3.9 4.0 3.2
2.9 2.2 2.4
3.8 3.7 3.2

Energy Growth 

(Quads)
1990-00 2000-10 2010-20

1.8 1.2 0.8
1.7 1.0 0.4
3.9 2.8 2.1
-3.5 1.8 1.2
4.7 2.4 2.9
2.2 0.8 0.1
3.9 3.0 2.4
4.1 2.9 2.3
2.5 1.6 1.0
3.0 2.3 2.3

Emissions Growth
(MMTC)

1990-00 2000-10 2010-20

1.7 1.2 0.7
2.2 1.5 0.6
3.8 2.8 2.2
-4.0 1.6 1.1
4.7 2.0 2.9
2.1 0.9 0.1
2.7 3.1 3.0
4.2 2.9 2.4
22 1.8 1.0
2.9 2.4 2.5

'itr'.ili
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Dimensions of the Problem

Emission limits -- levels and timing
International trading ~ “Annex I” vs. “Joint
Implementation”
Innovation and diffusion
Related revenue recycling
Collateral benefits, but no climate benefits

i 'Ji''I ‘'Hi"/



lAT Reviewers
Dale Jorgensen, Harvard, energy and environmental 

modeling
William Nordhaus, Yale, economic effects of energy and 

environmental problems
Larry Goulder, Stanford, taxation issues in climate 

modeling
John Weyent, Stanford, head of the Stanford Energy 

Modeling Forum
Ray Kopp, Resources for the Future, technical change and 

carbon policy
Kerry Smith, Duke, trade consequences of environmental 

policy,
11 .
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lAT Reviewers (con’t)
Robert Repetto, World Resources Institute, capital markets
and environmental policy
Stephen DeCanio, U. of California, energy efficiency and
technology change
Tom Rutherford, U. of Colorado, energy and
environmental modeling
Rich Richels, Electric Power Research Institute, energy
industry perspective
Steve Bemow, Tellus Institute, energy and environmental
modelfe
Robert'Scott, Economic Policy Institute, l abor issues .!,!
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TENTATIVE TIME LINE FOR DECISION PROCESS

Third Week in May Principals Meeting

Mid-May Deputies Meeting
(implies that Assistant Secretaries sign oflF on decision memo by May 9)

May 7 Assistant Secretaries make final decisions on memo

April 30 Assistant Secretaries meet to discuss decision memo/attachments



Date: 04/22/97 Time: 10:19
CClinton expands campaign against polluters

WASHINGTON (AP) Suggesting that global warming may be to blame
for this year's severe floods, President Clinton today expanded an
"early warning system'' for detecting toxic chemicals in the
environment.

Under new regulations in the decade-old ''Community Right to
Know'' program, seven additional industries and 6,100 new
facilities will be forced to disclose the.levels of toxic chemicals
they release into the air, water and land.

By expanding community right-to-know,-we're giving Americans a
powerfufe^ery powerful early-warning system to keep their children
safe ^rom toxic pollution,'' the president said. ''We're giving
them the most powerful tool in a democracy knowledge.''

With Vice President A1 Gore at his side on the White House lawn,
Clinton timed the announcement to coincide with today's 27th annual'
Earth Day celebration. The president was to have unveiled the news
at an environmental fair along Washington's endangered Anacostia
River but instead decided at the last-minute to tour the flooded
upper Midwest.

Gore was substituting for the president at the outdoor Anacostia
celebration that was expected to draw 1,000 local schoolchildren to
learn about the polluted river and cleanup efforts.

Speaking to reporters before his departure for Grand Forks,
N.D., Clinton questioned whether global warming had anything to do
with this year's severe floods.

''We do not know for sure that the warming of the earth is
responsible ... but many people believe that it is and we have to
keep looking into it,'' he said.

''Every American has noticed a substantial increase in the last
few years of the kind of thing we're going to see in North Dakota
today, and if there is a larger cause that can be eased in the
future, we ought to go after that solution.''

Clinton's right-to-know directive expanded the information
retired of companies already disclosing how much pollution they
emit and increased by about 30 percent or 6,100 sites the
number of industrial facilities required to file reports.

He also added seven industrial categories, including some which
used mercury, lead and arsenic, to the 20 that already report- on
toxic releases. The new categories are metal mining, coal mining,
electric utilities, commercial hazardous-waste treatment, petroleum

terminals, chemical wholesalers and solvent recovery services.
Gore said the plan will streamline the collection of data and

reduce burdens on businesses.
I'This measure probably has more support across all lines in

America than any other thing that we do, because when you give the
American people information they can use to protect themselves,
people at the grassroots level find very creative ways to convince
those sources of pollution to reduce the emissions into the air and
water,'' Gore said.
APNP-04-22-97 1032EDT



the white house

Office of the Press Secretary

For Immediate Release April 22, 1997

REMARKS BY THE PRESIDENT 
and vice PRESIDENT 
UPON DEPARTURE

The South Lawn

9:05 A.M. EDT

THE VICE PRESIDENT: Good morning, ladies and gentlemen. Of course, as you know, the President is about to depart for North Dakota and the surrounding area to bring some additional help and encouragement and solidarity to the victims of the 500 Year Rood in
that area.

Prior to leaving, the President is going to make an important announcement concerning a major new step forward in our effort to empower the American people with information needed to protect their environment. This new step being taken by the President vastly expands the community’s right to know about pollutants being released into their neighborhoods and into their 
communities.

One important aspect of this announcement is the reinventing feature that streamlines the collection of information by the businesses affected by this new announcement and protects the environment in new ways, while at the same time reducing the burden of information collection on businesses. This measure probably has more support across all lines in America than any other thing that we do- because when you give the American people they can use to protect themselves, then people at the grassroots level find very creative ways to convince those sources of pollution to reduce the emissions into the air and water in the communities where these individuals 
live.

It is only one example of the broad-based effort led by President Bill Clinton to greatly improve the protection of the environment. Everything from emissions in the smallest community to the global issues, such as climate change. And, incidentally, our research effort is continuing to pin down what many scientists have said is a link between extreme weather events - not only in this country, but in other nations as well - that have long been predicted to become more common in a world where temperatures are
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rising even slightly.

I preceded the President to the north central area two 
weeks ago and talked with one mayor who said his community had had 
six hundred-year floods in the last 10 years. The scientific 
community cautions that no one can ever say that a particular event, 
even a 500 hundred year flood, is connected to global climate change. 
But they do say and have said for two decades that the probability 
that such events will occur increases along with climate change.

This announcement, again, on the community's right to 
know is a major advance, emblematic of this President's leadership on 
the environment. Therefore, on this Earth Day, it is a particular 
privilege and pleasure for me to present President Bill Clinton.

THE PRESIDENT: Thank you very much, Mr. Vice President. 
Good morning, ladies and gentlemen. As all of you know I am about to 
leave for North Dakota, where the people are quite literally in the 
fight of their lives. What they have endured is enormous. How they

are enduring it is remarkable. I am going to view the flood damage 
to pledge our nation’s support to see that we are doing everything we 
can do to help them.

You know. Americans have a habit of joining together at 
times like this and I think all Americans have been very deeply moved 
by the pictures we have seen of a town being flooded and burning at 
the same time, the people in North Dakota losing everything they 
have. I, personally, can't remember a time when a community that 
large wm entirely evacuated. And we have to stay together.

I think it is appropriate, for the reasons the Vice 
President said, that coincidentally this trip is occurring on Earth 
Day, because since 1970, the first Earth Day. Americans have stood 
side by side against a rising tide of pollution and for the 
proposition that we have to find a way to live in harmony with and 
grow our economy in a way that is consistent with preserving our 
environment.

Earth Day started at the grassroots. Soon the force of 
neighbor joining with neighbor grew into a national movament to 
safeguard our air, our land and our water. The movement lad national 
leaders of both parties to put in place the environmental safeguards 
that protect us today: the Clean Air Act, the Clean Water Act, the 
Environmental Protection Act. In 1995, an attempt to reverse this 
consensus and to radically weaken our environmental laws was strongly 
rebuffed here in Washington and. even more importantly, all across 
America. And in 1996. that consensus began to be restored again.

These environmental protections have done an awful lot 
of good. But one of the best things we can do in Washington to 
protect the environment is to give people in communities all across 
our country the power to protect themselves from pollution. That is
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The mission of the Communiiy Right to Know law. This law tells 
citizens exactly what substances are being released into their 
neighborhoods. In the decade its bean on the books, citizens have 
joined with government and industry to reduce the release of toxic 
chemicals by 43 percent. Under our administration we strengthened 
Right to Know, nearly doubling the number of chemicals that must be 
reported, malting it easier for Americans to find out what toxics, if 
any, are being sent into the world around them.

In 1995, I directed ERA Administrator Carol Browner to 
find wayiaS^xpand Community Right to Know even further. Today, we 
are making good on that pledge. Today, we increased by 6,100 - 30 
percertt “The number of facilities that need to tell the public what 
they are releasing into our environment. Today, seven new industries 
- including mining, electric utilities and hazardous waste treatment 
centers that use substances like mercury, lead and arsenic - will 
now be subject to the Community Right to Know law. Today, more 
information will be required from 700 companies already providing 
information under the law. It will be more accessible to Americans.
And today we set in motion a process that will guarantee that all the 
stakeholders - including citizens, community groups, environmental 
groups and businesses -- will have opportunities to work together 
from now on to continue to improve this law.

By expanding Community Right to Know we're giving 
Americans a powerful, very powerful early warning system to keep 
their children safe from toxic pollution. We're giving them the most 
powerful tool in a democracy: knowledge. We are truly living up to 
the promise of Earth Day.

I also want to say a special word of thanks to Katie 
McGinty for the work that she has done on this, and the White House. 
And I want to thank the Vice President for taking my place at the 
Earth Day celebration at Anacostia loday, to talk about Community 
Right to Know and for all of his work on the environment.

And just let me say in closing, with regard to the 
comments he made about climate change and the possible impact it may 
have had on the enormous number of highly disruptive weather events 
that have occurred just since we've been here in the last four years 
and a few months, I think it is very important that we continue to 
intensify our government's research efforts in this regard and that 
we take the very best knowledge we have and bring it to bear on a lot 
of the decisions we'll be having to make together as a country over 
the next four years.

We do not know, as the Vice President said, for sure 
that the warming of the earth is responsible for what seams to be a 
substantial increase in highly disruptive weather events; but many 
people believe that it is and we have to keep looking into it. We 
have to find the best scientific evidence we have and we have to keep 
searching for the answers to this. I Think every American has



noticed a substantial Increase in the last few years of the kind of 
Thing we're going to see in North Dakota today. And if there is a 
larger cause which can be eased into the future, we ought to go after 
that solution as well. Thank you.

Q is a Marshall Plan appropriate? Your Chief of 
Staff suggested yesterday it may take a Marshall Plan to help North 
Dakota.

THE PRESIDENT: You know, we've had - 1 suppose because 
North Dakota is not highly populated we may -- we've had disasters 
which have affected more people. But I believe that probably this is 
the highest percentage of people in any state or community that I 
have seen affected by this. And, you know, if you look at Grand 
Forks you see a place that literally has to be completely rebuilt, or 
people have to reconstitute their lives elsewhere. So 1 do believe 
that we're going to have to be prepared to be very creative here.

The Congress has shown in the past, even when it was 
quite costly — after the earthquake in California, for example - 
that we can unite across party linos to do what has to be done. We 
need to take a hard look at this. This situation in North Dakota is 
virtually unprecedented in many, many ways and I want to go out 
there, make sura that I have read all the information available, talk 
to the people there, see for myself and then I'll come back and, 
along with the Congressional delegation with Senator Dorgan and 
Senator Conrad and Congressman Pomeroy, we'll put our heads together 
and see where we go from here.

Q Any idea. Mr. President, on how much money it might 
take and will it be there when you need it?

THE PRESIDENT: I think, as I said, my experience in 
dealing with the flood in the middle west and all the disasters in 
California, the Pacific northwest, the floods in the southeast, is 
that Congress finds a way. And I think everybody in America has been 
totally overwhelmed by what we have seen on television and seen in 
the news reports -- these pictures of buildings completely surrounded 
by water, burning down. You know, I think it's been an overwhelming 
experience. I think the American people are with the people of North 
Dakota and 1 think we'll do what we have to do.

Q Mr. President, are you making any tangible headway 
on the Chemical Weapons treaty, on getting the votes for the Chemical 
Weapons treaty?

THE PRESIDENT; Well. I hope so. We're working hard on 
it. We are working very, very hard on it - I am, the Vice President 
is, everyone in our administration is. I worked over the weekend 
some on it. We're doing the best we can to put together a strong 
case. I think the fact that wo have come up with a package of 28 
clarifying amendments that respond to 90 percent of the objections, 
even of the strongest opponents of the treaty, I think shows the good 
faith in which we have proceeded. And we've worked very hard on this



U 4 / - ^ •

and I'm aciually quite optimistic.

Q Have you talked to Senator Loit?

Q - for Saddam Hussein and honoring the no-fly zone?

THE PRESIDENT: Well, my message is that we support 
people in exercising their religious liberties and In living out 
their religious convictions everywhere in the world. And we 
certainly support that in the Muslim world. But we don't want to see 
religioh;dn[eifect, used and distorted in a way to try to avoid the 
internatTonal obligations that are imposed. And we intend to 
continue to observe the no-fly zone and continue to support the 
embargo until he lives up to the conditions of the United Nations 
resolutions.

END 9:19 A.M. EDT
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>From CNN this morning:

WASHINCjTON '
(AUPoIitics, April 22)—
Before he departed Ais
morning for Ae
flood-ravaged upper
Midwest, President Bill
Qinton called for
intensilying the research into
links between global cKtnati*
change and destructive weather.

Qinton, who will tour devastated Grand Forks,
N.D., by helicopter and meet with evacuees, said it
will take more research to find if there is a link
between weather disasters and global wanning.

*We do not know... for sure that the warming of the
earth is responsible for what seems to be a
substantial increase in highly disruptive weather
events, but many people believe th^ it is,” Qinton
said. ”And we have to keep looking into it We have
to find the best scientific evidence we have. And we
have to keep searching for the answers to this.”

Qinton and Vice
President A1 Gore
used the occasion
to mark the 27di
observance of
Earth Day, also
annmmrtwg an "IrllV

expansion of the
ric^t-to-know law
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^e’re giving them the most powerful tool in a 

democracy - knowledge,* Clinton said.

Federal authorities are
expanding the
^ 0-year-old law to
cover seven new
industries, including
mining, electrical utilities 
and harerdous waste 
treatment.

„e can do in W«hi«g,on to 
protect the environment."
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Possible scenarios for five-year periods centered on 2010, 2015, and 2020 
(100% = 1990 levels of GHG emissions)

2008-2012 2013-2017 2018-2022

A 100% 100% 100%

B 95% 95% 95%

C 90% 90% 90%

D 100% 95% 90%

E 90% 90% 80%

F Above options with added limit of 110% of 1990 levels in 2005-2007

G Same as D but shift each period three years forward to 2005-2009, 2010-2014,
and 2015-2019

Comments;

Scenarios (a) - (d) in the draft memo present a number of difficulties;

1) They are not clear enough about what is to be assumed for the years between those
mentioned in the scenarios. The modeling requires a constraint for each year.

2) They contain not only different levels but also cover different total time periods.
Implicitly, they also have different length budget periods. The scenarios should be
structured more comparably. Only one variable should be changed at a time.

3) Lines A, B, and E, below are attempts to make scenarios (a)-(d) more specific and
comparable; different judgments could be made. They are ranked in order of increasing
stringency.

Lines A and B correspond to scenario (a) and (b) in the memo, with the additional 
specificity that a five-year period around 2010 is assumed, and it is held constant 
for two subsequent five-year periods.

Line C is similar, a bit more stringent.

Line D is a new proposal by EPA. Note that it has the same net emissions as line 
C, with more in the first period and less in the third. EPA also proposes Line G, 
which is equivalent to Line D with the periods shifted forward to begin in 2005.

Predecisional deliberative draft -- do not quote or cite
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Line E corresponds fairly well to scenario (c) in the draft memo.

Scenario (d) in the draft memo is the least stringent, but is difficult to model and 
compare with the others because the models go out only to 2020, not 2030. For 
the period modeled, scenario (d) corresponds to Line A. How would we model 
the 2020-2030 period?

Line F is intended to represent modest additional reductions in 2005 as suggested 
in the draft memo.

4) None of these proposals simulates the benefit of multi-year averaging. It should be
remembered that long-period averaging competes with bindingness/compliance
considerations. We still need a way to simulate the savings potential of 3, 5, or 10 years.

Predecisional deliberative draft — do not quote or cite
P-2




