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The Honorable Janet YcUcn 
Chair
Council of Economic Advisers Old Executive Office Building Washington, D. C. 20500

Dear Chair Yellen:
This letter follows up on the March 13, 1998 letter lo you in which the Subcommittee on National Economic Growth, Natm-al Resources, and Regulatory Affairs

^
die 
also your staff has indicated that they have not even begun to draft any answers.

This unexplainalile delay is impeding my Subcommittee’s effective oversight of these matters. When the Subcommittee conducted its first hearing on global wanmng policies last week all of the federal agency witnesses indicated that you are the Admimstration .s voice on the likely economic consequences of the Kyoto Protocol. It is, therefore, both astounding and unacceptable that the Council has not provided any information to date, not even concerning the testimony you presented on March 4. 1998 before the House Commerce Committee.
As you know the Subcommittee plans to conduct another hearing on the.se issues in May and has invited you to testify. Therefore, it is crucial that we receive yom responses before the 

TetiTg. Please'ontact L^sa Dobnansky. Senior Counsel, at (202) 225-4407 no later thim Tuesday. May 5,1998, with a schedule for expeditiously submitting the requested mfomtation.
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Thajik you in advance for your coo'
operation with respect to tJiis request. 

Sincerely,

r\cULuA>“"

Oavid M. McIntosh 
Chairman

Natural Resources, and Regulatory Affairs

cc; The Honorable Dan Burton 
The Honorable John Tierney
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April 6, 1998

Ms. Janet Yellen 
Chairperson
Council of Economic Advisors 
Old Executive Office Building 
Room 314
Washington, D.C. 20502 

Dear Ms. Yellen:

The following questions have been submitted for response on the record from the Senate 
Agriculture Committee hearing on March 5, 1998 regarding the Kyoto Treaty on Climate 
Change. Please respond to each and return to the committee by Friday, April 29, 1998 to the 
attention of Chris Salisbury, Hearing Clerk. Should you have any questions regarding this matter 
please have your staff contact Chris Salisbury at (202)224-7187.

Sincerely,

Richard G. Lugar 
Chairman

RGL/ese



/■ (.

QUESTION TWO

Issue: Misrepresentation of the implementation costs of the Kyoto Protocol by
industry groups.

Goal: Give Ms. Yellin an opportunity to explain why the predictions of industry
are false.

Question: Ms. Yellin, a study by the American FaTm Bureau
estimates 25 to 50 percent increases in energy costs
for farmers due to actions to reduce greenhouse
gases. Your estimates are significantly less. How
do you reconcile the Administration’s numbers
with the doomsday reports we are hearing from
industry?
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The Honorable^Janet Yellen 

Chairman
Council of Economic Advisers 
Old Executive Office Building 
Washington, D. C, 20500

Dettr Chedr Yellen; I
The Subcommittee on National Economic Growth, Natural Resources, and Regulatory 

Affairs IS conducting oversight of the Administration’s global cUmate change policies and its 
initiatives to jump-start U.S. efforts to achieve the Kyoto Protocol greenhouse gas emissions 
reductions targets.

Pmsuaty to the Conslilulion and Rules X and XI of the United States .House of 
Representative^, please provide the Subcommittee with detailed information in response to the 
questions in sections A and B of the attached inquiry, to the extent that they arc applicable to 
your agency, and the questions in sections C through E. Tn responding to this inquiry, please 
restate each question and subpart with each of your answers, and follow the attached definitions 
and instructions couceming the production of records.

Please provide your responses to the written questions and requests for production of 
records not later than 12 noon, April 7,1998 to the Subcommittee in Room B-377 Rayburn. Tn 
addition, please contact Larisa Dobriansky, Senior Counsel, at (202) 2254407 as soon as 
practicable to coordinate the timely production of the inTonnalion to die Subcommittee.

(
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Thank you in advance for your anention to this request.

Sincerely,

David M. McIntosh 
Chairman
Subcommittee on National Economic Growth,

Natural Resource.^, and Regulatoiy Affaii s

cc; The Honorable Dan Burton 
The Honorable John Tierney

Enclosure
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Questions Kegarding Global Climate Change Policies and Initiatives 

A. Budget Information and Performance Measures

1. Please provide a table with Fiscal Year (FY) 89 - FY 99 historical budget authority for your
agency tor the various components of the President’s "Climate Change Technology Initiative ’’ 
including the previous "Climate Change Action Program/Plan’’ and any other new or previously 
authonzed Rcsciirch and Development (R&D) herein (except for the U.S. Global Chanse 
Research Program included in Question 3 below). For each component, please indicate each 
specific budget account, the .specific legislative authority (including the specific statute, the 
pro<imiif language of the section) for the program, and a brief description of the

2. Li Section 2 ("Progranunatic Details") of OMB’s February 2, 1998 handout, "Climate Change 
Technology Initiative - 1999 Budget Briefing Materials." please provide the following 
information associated with each paragraph description in which your agency has been funded or 
IS requesting fimding; the associated funding in FY 97, FY 98, and FY 99 Al.so for each 
paragraph, for the requested funding in FY 99. please provide evidence of any accomplishments 
from the FY 93 - FY 97 funding, if any. LasUy, for each paragraph, please indicate any program 
^rformance measures for the rcque.sted funding, and, for each such measure, please provide data
avaUable ° three-year period for which data are

3. Please provide a table with FY 89 - FY 99 historical budget authority for youi- agency for the 
vanous components of the “U.S. Global Change Research Program” which were or are devoted 
exclusively to climate change R&D. For each component, please indicate each specific budget 
account, the specific legislative authority for the program (including the specific statute, the 
section citation, and the language of the section), and a brief description of the program.

K funded in any of FY 93 - FY 97, please provide evidence of any accompUshments from 
these dollars. Also, tor requested funding in FY 99, please indicate any program 
performance measures for the requested funding, and, for each such measure, please 
provide data for the 1990 base year and annual data for the most recent three-year period 
for which data are available.

4. Plea.se provide a table with FY 89 - FY 99 historical budget authority, for your agency for any 
other components of the Admimstration’s climate change program (i.e„ in addition to those 
included in answer to questions 1 and 2). For each component, please indicate each specific 
budget account, the specific legislative authority for the program (including the specific statute, 
ihe section cilation, and the language of the section), and a brief description of the program.

5. For the FY 99 request, please provide a table showing what pan is funding to continue 
initiatives funded in FY 98 or prior years and what part is brand new activity. For each 
component, please indicate each specific budget account, the specific legislative authority for the 
program (including the specific statute, the section citation, and the language of the Action), and
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a bnef description of the program. For each brand new activity, please indicate expected 
requested funding annually through FY 03.

6. Please identify the full set of your agency-specific performance measures for the
Adn^siradon’s Climate Change proposal (besides those indicated in response to questions 2
and 3), including data for at least the 1990 base year, FY 97, FY 98, and FY 99 Also please
identify how any of your agency-specific measures (including those in response to questions 2
and 3) relate to those lor any other Federal agency. Lastly, please describe any interagency
efforts to Identify and relate the entire set of climate change perfoimancc measmes, including
which agencies are involved and the names of the agency representative.s.

7. Please provide a table for FY 93 - FY 97 identiiying all assistance (including gi'ants.
cooperative agreements, and other transactions) and contract awards to non-profit and for-profit
orgamzations for any climate change activity, including tlic date, amount of die award, name of
the organization, purpose of the award, and a summary of any result(s) from the award. Plea.se
provide a copy of any final report fi-om these awards.

B. Economic, Policy, and Legal Analyses

8 Smee Janutuy 1993, has your agency participated in any interagency effort(s) relating to 
climate chatige in any of the following areas: (a) review of current legislation and/or the need for 
any new legislation; (b) review of current rules, any needed revisions to current rules, and/or any 
needed new niies; (c) production or review of any environmental data and/or analyses; (d) 
production or review of any cost-benefit data or analyses; and/or (e) production or review of any 
economic data imd/or economic analyses? If so, please identify the interagency effort, its 
member agencies, its membership not only from your agency but also from other Federal 
agencies and/or any non-Federal parties, all drafts and analyses from the cffort(s), and any 
comment.3 from your agency on any drafts.

9. Ha.s your agency either prepared or reviewed any environmentid. eosl-benefil, and/or
econormc data and anaJyse.s relating to the White House Initiative on Global Climate ChangeIf
so, please provide a copy of all data, analyses, and any comments by your agency.

10. Did your agency comment on any of the draft testimony on climate change by
Administration witnesses since the President’s 1998 State-of-lhe-Union address? Kso, please
provide a copy of the draft testimony and any comments by your agency.

11. Has your agency ,sugge.sted any alternative policy options for climate change? If so, please
provide a copy of aU drafts and supporting analyses and any comments from other Federal
agencies on your alternatives.

12. Does your agency plan to revise any existing legislation or propose any new legislation
relating to climate change (including legi.slation that will have the effect of reducing greenhouse
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gas, emissions whether or not that is the intended purpose of the legislation)? Tf so, please 
identify and describe all such initiatives, including a timetable for their development and 
submission lo Congress. Also provide any and all legal and policy anidyses regarding the 
applicability and availability of existing legislation to implement the Kyoto Protocol and any 
comments from other Federal agencies on the analyses.

13. Does your agency plan to revise any existing rules or propose any new rules relating to 
cliraale chtuige (including regulatory actions that will have the effect of reducing greenhouse gas 
emissions whether or not that is the intended purpose of the regulatory action)? If so, please 
identify and describe all such initiatives, including any cost-benefit analysis, and a timetable for 
their development and promulgation. Also, provide any and all analyses that were prepared or 
considered of the cumulative effects on the U. S. economy and/or energy system of all or any 
combination of regulations that were issued since 1992, that were proposed, and that are being 
developed that have or will have such effects.

14. Has your agency participated in discussions or reviewed any documents relating to 
international emissions trading, joint implementation, and/or the Clean Development ' 
Mechimism? If so, please provide a copy of all drafts and any comment provided by your 
agency.

C. Dr. YeUen’s Testimony before the House Commerce Committee on March 4,1998

15. Please provide any ;md all imalyses that support the Administration’s conclusion that impacts 
on the U.S. economy of complying with the terms of the Kyoto Protocol “are likely to be 
mode.si.” ALso, explain fully how the Administration can make such a forccas^sponsibly when, 
as Dr. Yellen stated, “it is not yet possible to provide a full authoritative analy*” of the Kyoto 
Protocol. Among other things. Dr. Ycllcn noted that there is still “much that wc do not know" 
because much has been left unresolved by this treaty (for example, implementajion issues, the ■ 
rules and procedures governing international emissions trading, joint implementation projects, 
and the Clean Development Mechanism, and futmo emissions reductions obligations).
Moreover, Dr. Yellen asserted that, to her knowledge, “ no [economic] modcl^ whether used 

inside the government or not — has yet been set up to analyze the implications of the Kyoto 
Protocol, since this agreement is only a few months old___” I16. In her testimony. Dr. Yellen supported tire Administration’s conclusion that "economic 
impacts are likely to be modest” with other optimistic conclusions about the effects of the Kyoto 
treaty “flexibility” mechanisms and U.S. electricity restructuring, and about th^ rate of 
technological progress. Please provide any and all analyses that support the fo lowing estimates:

16a. U.S. clccU'icity restmeturing •^vill offer approximately $20 billioi in cost savings.”

16b. Emissions trading among Annex I countries “can reduce the cost a the United 
States of achieving its targets for 2008-20012 emissions by about half.”
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16c. Emissions trading among a subset of Annex I countries (for example, the United 
States, Australia, Canada. New Zealand, and Russia) “can reduce costs by an estimated 60-70 
percent. ’ Also, based on the estimates presented in Dr. Yellen's testimony, please explain ^uid 
fully document how more limited trading among this subset of countries would produce greater 
cost reductions than from eitlier tiading among all Annex I countries or trading with the full 
participation of non-Annex I countries.

25 Development Mechanism “might shave costs by roughly another 20 to

-101OM “would reach roughly one tenth of one percent of projected GDP in
2010 (resource costs of achieving Kyoto targets for emissions reductions were estimated to be
$7 to $12 billion per year in 2008 to 20012). Also, please explain how it is possible that
compliance with the Kyoto Protocol, which has been projected by independent economists to be
the most expensive environmental undeitaking ever, could cost less ihim compliance with the
recently issued U.S. air quality rules for particulate matter and ozone (the final Regulatory Impact
Analysis for those rules estimated costs of $46 billion).

assumption that the rate of improvement in energy efficiency (Autonomous 
Energy Efficiency Index) will be 1.0 percent per year (wliich is gicatcr than that assumed bv the 
Energy Information Administration). In particular, please reconcile this assumption with the 
statement of the CouncU of Economic Advisers in its 1998 Annual Report that, “[u]ntil an 
emissions cap and trading system are in place, however, the economic incentive to use 
[technologies supported by the Administration’s budget] may be low.” Is the Administration 
assuming that such a system wUl be put into place in die short-term?

16g. The estimated effect on energy prices will range from “$ 14 to $23 per ton of carbon 
equivalent.”

16h. “In energy-intensive sectors some employment reduction could occur, although 
given the very .small predicted change in energy prices, impacts in most such sectors arc apf to be 
nummal. Furthermore, a large number of jobs will be created in other sectors-many of them 
high-tech jobs paying high wages.” i

16i. As to each analysis, please indicate who prepared the analysis and provide all 
record.s of comments from other federal agencies. *

17. Please provide any and all analyses Lhal support the Administration’s estimate that benefits
relating to traffic congestion, highway accidents, and air pollution unrelated to climate change
“could offset approximately a quarter of the resource cost of the climate change policy.” As to
each analy.sis, please indicate who prepared the analysis iind provide all records of comments
from other federal agencies.
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18n. In her testimony. Dr. Yellen stared that, in evaluating the ‘‘likely net eeonomic impact of the 
Kyoto Protocol,” the Admmisti-ation has “jirawn upon u broad array of analytical tools” and a 
“wide range of models of the energy secto:^ and economy over the next 25 years” to assess the 
various possible eosts and non-climate benefits of the Administration’s emissions reduction 
policy. Please specify all of the models and analytical tools that the Administration has used and 
describe in detail their .strength.s and weaknesses.

ISb. According to the testimony, the Administration has relied particularly on the Second 
Generation Model (SGM) of Battelle Labt^atories for many of its estimates. However, the 
Interagency Analytical Team report indicated that the SGM model “focuses on long-term 
transition.s and measure.s the economy in five-year inlervids," so that "it risks racing past short­
term transition issues,” such as GDP loss and impacts on specific industries. Specify all of the 
Administration’s estimates that were derived by this model. Also, indicate why many of the 
Administration key e.stimate.s were derived from this model? Finally, please identify the 
corresponding estimateji derived from each model that the Administration has used m assessing 
the impacw of the Kyoto Protocol.

19. What arc the 1990 baseline, the Fiscal Year 1997, 1998 ajidl998 data, and the annual ' 
outyear estimates until 2012 for the following outcome performance measures mentioned in Dr. 
Ycllen’s testimony: morbidity rates for some diseases, mortality rates for some causes, monetary 
damages from temperature increases, pon.sequences from some catastrophes, iraTfic congestion, 
highway accidents, and air pollution Related to climate change?

20. Why does the Administration mtotain that the U. S. acid rain program experience "clearly 
demonstrates how programs like intcipational permit trading, joint implementation and the Clean 
Development Mechanism will lead firms to find cheaper ways of reducing emissions that can 
lead to unexpectedly low costs”? Wtjy does the Administration believe that it is appropriate to 
extrapolate from that experience to tl: s global arena? Won’t the effectiveness of tire international 
system, joint implementation, imd the Clean Development Mechanism depend on different 
factors, such as the rules and procedures governing these mechanisms, the extent of participation_ 
by other countries, including developing coimtries, etc? —

21a. In her testimony. Dr. Yellen stated that part of doing it smart (i.e.. lowering the costs of 
reducing greenhouse gas emissions) under the Kyoto Protocol means "taking serious and 
responsible steps in the short run to prepare us to meet our obligations in the longer term.” She 
indicated that these steps include a $6.3 biUlon program of tax cuts and R&D investments, 
industry-by-industry consultations to prepare emission reduction plans in key industrial sectors, 
and legislation to restructure the electrical industry. Under what authority is the Administration 
pursuing this unilateral executive bnmch course of action in furtherance of the treaty’s emissions 
reductions targets and without Senate ratification?

21b. If the Administration is delaying the submission of the treaty to the Senate until it 
obtains meaningful participation” by developing countries, doesn’t that decision also require the

(
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“/r„“ wan^g
21c. Given lhat the Kyoto Protocol .seeks to address a global issue, isn’t hannful to U S 

interests to proceed without the full participation of developing countries?

21d R«ides being unconstitutional, isn’t it also premature and harmiul to US interests
±e P^rotoctl ratification, when the AdministraUon has characterized
Sn?s“srbL7o* ^ ™ ““o- -

D. Cost/Benefit Analysis of the Kyoto Treaty

or -W redcral agency prepared*c IM f” “ '■"“S P“P“=d) of the costs tmd benefits of im^tstag on
Iho US. the binding targets and timetable; set forth in the Kyoto Protocol for reducte" *
greenhoase gas emissions, taking into account the global implications of the way in which this 
agreement is structured. Also, please analyze and document the following:

22b. Whether the benefits of implementing this Protocol are justified by the costs;

costs of“rho mnsf ^ agreement by comparing the marginal abatement
costs of the most plausible altemaUve scenarios for meeting the Kyoto tai'gcts, given the way in
which thi.s agreement js structured, with the marginal costs of other rea.sonable alternative 
compliance schemes;

22d. With respect to each .scenario that is analyzed, idendfy the assumptions used,
explain ^y uncertamtics concerning the assumptions, and examine the sensitivity of net effects 
to the different compliance strategie.s, using a range of plausible assumptions about future 
economic development and abou! fundamental climate proce.sse.s;

22e. Evaluate the opportunity costs of pursuing the Administration’s strategy for the 
abatement of greenhouse gas emissions under the terms of the treaty; and

r u benefits and burden,s of complying with this treaty would be
dismbuted on the national and household levels, describing, among other things, the dispai-ate 
regiomd and industrial sector impacts, and the effects on different income levels.

23a. In evaluating alternative scenario.s, please examine the foUowing:

23b. Compare the economic and environmental effects of not including developin'^ 
countries m the effort to reduce global cmission.s (with the potential for binding developed'
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countries to even greater obligations, without limiting developing countries at all) against the 
effects of addressing greenhouse gas mitigation on a global scale by the international community.

23c. Compare the economic and environmental effects of complying within the 
timeframes set forth in tlie Kyoto Protoeol with the effects of complying over a longer time 
period.

23d. Compaj e the impacts of reducing greenhouse gas emissions using international 
emissions trading, joint implementation, and the Clean Development Mechanism with the 
impacts of relying upon domestic emissions permit trading. In tliis regard, evaluate alternative 
international trading scenarios: trading only between Annex T countries, trading that extends to a 
number of “key” developing countries, and trading in which all countries are fully participaUng.

24. With respect to any analysis provided, please identify and explain the ba.sis for a.s.sumptions 
used regarding such factors as the rate of improvement in energy efficiency, the effectiveness of 
market incentive.s in increa.sing the market .share of fuels that emit le.s.s carbon, and economic and 
deinographic growth. Also, explain fully any assumptions on how emissions reductions will be 
achieved as. for example, through the early retirement of coal plants or nucleai' plant life 
extensions.

25. In considering the opportunity costs, evaluate the extent to which the Administration’s 
climate change strategy will require the diversion of funds from savings and/or investments 
which would have provided other benefits, such as saving social security, or more funding for 
education, health care, etc.

26. In assessing the impacts on the U.S. of complying with the Kyoto targets and timetables 
plea.se e.xplain in detail the potential effects on the following indicators of economic 
performance: gross domesdc product (GDP), per capita GDP, unemployment, income and real 
wages, trade competitivene.s.s, and energy price.s.

27. In as.se.s.sing the benefits of complying with the Kyoto treaty, please evaluate fully the 
potential offsetting negative effects of exempting developing countries and of "carbon leakage.” 
Also, if the economies of developed countries experience reductions in economic growth, 
evaluate the impact that this will have on the ability of emerging countries with export markets to 
transition to more energy efficient technologies.

28. President Clinton has suggested that the U.S. economy can continue to grow under this 
agreemenL Please indicate at what rare the Admiaistralion expects that the economy will 
continue to grow during the next ten to 20 years if the treaty is ratified and at what rate it i.s 
expected to grow if the treaty is not ratified.

29. Have any of the cost-benefit analyses performed by the Administration or any agency been 
peer-reviewed? If so, please identify the reviewers and provide their comments on all drafts of
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Ihe analyses. If not, does the Administration plan to do so? Please describe fuUy the steps that 
the Administration plans to take.

I
30. In connection with these cgst-benefit analyses, fully explain how the baseline(s), against
which costs and benefits were calculated, was determined.

31a. Please provide all records of written or oral comments from other federal agencies on each 
of tlie cost-benefit analyses that were performed.

3 lb. Please provide all records of comments submiued by federal agencies on Dr. Janet 
Yellen’s draft testimony about the economics of Kyoto for the hearing before the House 
Commerce Committee on March 4,1998.

32a. Given the significant economic costs projected by private .sector studies, why did the 
Administration abandon a year and a half-long effort to develop cost estimates of the President’s 
proposed policies to reduce greenhou.se emissions?

32b. Please identify any and all private patties that are currently performing economic 
analyses of the Kyoto treaty or any aspect of it for the Administration. Describe their work and 
provide all products of their work in draft or final form.

E. International Emissions Trading

33a. ^ Bven assuming that effective rules and procedures can be developed for an international 
emissions trading system and for joint implementation projects and that key developing countries 
agree to participate, isn’t there a reid risk that these mechanisms could effect an enormous 
transfer of wealth and jobs out of ihi.s country overseas, especially to the countries of the former 
Soviet Union, China, India, South Korea, Brazil, and Mexico (i.e., that this system would be 
essentially a foreign aid program)? Some studies have estimated chat more than 50% of our 
reductions would have to be purchased from other countries.

33b. Please provide and document estimates of the percentage of U.S. emissions 
reductions that might have to be purchased from other countries to minimize the costs of 
reducing emissions and which countrie.s likely would be the beneficiaries.

34. What real incentive.s do developing countries have to participate in the international
emissions trading system, which would require them to commit to mandatory reductions, when
they can transfer emissions reduction.s credits in connection with joint implementation projects
and obtain financing through the Clean Development Mechanism?
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Definitions and Instniciions for the Production of Rgc:r>rHc

1. When a request cal Is for the production of records, the Subcommittee requests all 
rcspons^e records that are^in the agency’s possession, custody, or control through the date of the 
final submission of records to the Subcommittee, unless the request clearly states that the 
Subcommittee is only interested in records received during a particular time period.

2. Plea.se sequentially number all records that you produce to the Subcommittee and 
mdicate the source of any record if the source is not accurately reflected on the record itself. 
Please submit all records on single-sided paper and submit an inventory of records produced if 
the volume is more than 100 pages.

3. To the extent practicable, please organize the records or documents in tabbed binders or 
folders that indicate which records are responsive to which requests for infoimation.

4. For thcjpurposes of this and related requests in the future, the “record” or “records” shall 
include any an^ all drafts, originals, and non-identical copie.s of any item whether written, typed 
printed, electronically recorded, tran.scribed, punched, or taped, however produced or reproduced, 
and includes but is not limited to any writing, transcription, or recording, produced or stored in 
any fashion, including any and all computer entries, memoranda, notes, talking points, letters, 
journal entries, reports, studies, calendars, manuals, press rele ascs, opinions, documcnt.s, 
analyses, messages, summaries, bulletins, e-mail messages (ii, hard copy and electronic forms), 
disks, the text of any alphanumeric messages or other electronic paging devices briefin'^ 
matenals, cover sheets or routing cover sheets and any other machine readable material of any 
sort whether pijcparcd by current or former officers and employees, agents, consultants or by any 
non-employee jwlthout Umitation. “Record” or “records” shall also include redacted and 
unredacted versions of the same record.

1
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March 18,1998

BY facsimile

The Honorable Carol Browner
Admini-strator
U.S. Bnviionmcntal Protection Agency
401 M Sum. S.W.
Washington. D. C. 20460

Dear Adnonistalor Browner:

The Subcominittcc on National Economic Growth, Natural Resources, and Regul^iy
Affhirs is conducting oversight of the Administraiion’s gjobal wanning poUcies and its inidatives
to jump-stan U.S. reductions of greenhouse gas emissions prior to Senate tatificalion of the
Kyoto Protocol. The Subcommiuee is especially concerned about EPA’s efforts to include in the
AdminisUation’s legislative electric Utility restmeturing proposal provisions that would control
carbon emissions.

“ •>Pursuant to the Constitution and Rules X and XT of the United Slates House of
RepresentaUves, please provide the Subcommittee with detailed information in response to the
attached questions regarding the budget, pcrforawmcc measures, legislation, rtgulaiions, and
analyses for these initiatives. In responding to this inquiry, please restate each question and
subpait with each of yonr answers, and follow the attached definitions and instructions
concerning the production of rccords.

Pleasc provide your responses to the questions and requests for production of records not
latex than 12 noon, April 9,1995 to the Subcommittee in Room B-377 Rayburn. In addition,
please contact Larisa Dobriansky, Senior Coun»l. at (202) 225-4407, as soon as practicable to
coordinate the timely production of the infomaation to the Subcommittee.
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Thank you in advance for your attention to thi£ request

Sincerely,

David M. McIntosh 
Ch airman
Subconmiittee on National Economic Crowth,

Nauiral Resources, and Regulatory Affairs

cc: The Honorable Dan Burton
The Honorable John Tierney

Enclosure
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Questions Regarding Global dimate Change Policies and Initiatives

Budget Information and Performance Measures

, / . Please provide a laWe with Fiscal Year (FY) 89 -99 historical budget authority for your
agency for the various components of the President's “Climate Change Technology Initiative,

" including the previous “aimatc Change Action Program/Plan" and any other new or previously
authorized Research and Development (R&D) herein (except for the U.S. Global Change
Research Program included in Quesdon 3 below). For cac^ component, please indicate each
specific budget account, the specific I^islarive authority (including the specific statute, the
section citation, and the language of the section) for the program, and a brief description of the
program.
2. In Section 2 ("Programmatic Details") of OMB’s February 2.1998 handout. "Climate Change
Technology Initiative - 1999 Budget Briefing Matotials," plea^ provide the following
information associated with each paiagtaph desciipiion in which your agency has been funded or
is requesting funding: the associaied fiu^g in FY 97, FY 98. and FY 99. Also, for each
paragraph, for the requested funding in FY 99. please provide evidence of any accomplishnKnts
from rite FY 93 - FY 97 funding, if any. Lastly, for each paragraph, please indicate any program
performance measures for the requested fondisg, and, for each such measure, please provide data

the 1990 base year and annual data for the mo.st recent three-year period for which data are
available.

% •
0^^ 3. Please provide a table with FY 89 - FY 99 historical budget authority for your agency for the

vjirioos components of the “U.S. Global Change Research Program” which wot or arc devoted
exclusively to cUmaie change R&D. For each component, please indicate each specific budget
account, the specific legislative authority for the program (including the specific stacute, the
section citation, and the language of the section), and a brief description of the program.

• If ftiodcd in any of FY 93 - FY 97. please provide evidence of any accomplishments from
these doUars. Also, for requested funding in FY 99, please indicate any program

- performance measures for the requested funding, and, for each such measure, please
provide datafor the 1990 base yew and annual data for tlic most recent three-year period
for which data are available.

4. Please provide a table with FY 89 - FY 99 historical budget authori^ for your agency for any
' other components of the Admiiustnitioa's dimate change program (i.c.. in addition to those

included in answer to questions 1 and 2). For each component, please indicate each specific
budget account, the specific legislative authority for the program (induding the specific statute,
the section citation, and the language of the section), and a brief description of the program.

l/yi'

5. For the FY 99 request, please provide a table showing whai part is funding to continue
initiatives funded in FY 98 or prior years and what pan is brand new activity. For each
component, please indicate each specific budget account, the specific legislative authority for the
program (including the specific statute, the section citauon, and the language of the section), and
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a brief description of the program. For each brand new activity, please indicate expected 

retpicstcd funding annually through FY 03.
6- Please ldei«ify the full set of your agaicy*«pecjfic pcrformaicc measures for the o '
Administration’s aimato Change proposal (besides those indicated m rettponse to questions 2
and 3). including data for at least the 1990 base year, FY 97, FY 98, and FY 99. Also, please
idenii^ how any of your agcncy-spccific measures (including those in response to questions 2
and 3) relate to those for any otha Federal agency. Lastly, please describe any interagency
efforts to identify and relate the codre set of climate change performance measure.^, including
which agencies arc involved and the names of the agency representatives. ^

0 7. Please provide a tabic for FY 93-FY 97 identifying all assistance (including grants,
LT 1 ..._________ ___ I anA ('Antrftrt ftWSrds to nOD'Droflt andfe^1- 0^

7 Please provide a tabic for FY 93 - FY 97 identifying all assistance (including grants, P ^
cooperative agreements, and other transacrions) and contract awards to non-profit and for-profit jj-.A 
organizations for any climate change acUviiy, including the date, amount of the award, name of ^ ^
the organization. purposeoftheaward,anda5ommaryofanyresuli(s) from the award. Please
provide a copy of any final report from these awards. '•

Economic, PoUcy and Legal Analyses

8 Since January 1993, has the Environmental Protection Agency (EPA) participated m any
interagency e£fort(s) relating to climate change in any of the following areas: (a) review of ^ ^
cuixcnl legislation and/or the need for any new legislation; (b) review of current rules, any needed^r*' 
revisions to current rules, and/or any needed new roles;, (c) production or review of any 
environmental data and/or analyses; (d) production or review of any cost-benefit data or analyses; 
and/or (e) production or review of any economic data and/or economic analyses? Tf so, plea.se 
identify the interagency effort,-its member agencies, its membership not only from your agency
but also from other Federal agencies and/or any non-Fe,deral parties, all drafts and analyses from 
the cffbrt(s), and any comments from your agency on any drafts.

9 Since January 1993. has EPA either prepared or reviewed any environmental, cost-benefit,
y'^and/or economic data and analyses relating to the White House Initiative on Global aimaie 

^ V Change? If so, please provide a copy of all data, analyses, and any comments by yom agency.

10. bid EPA comment on any of the draft testimony on climate change by Administration 
^ witnesses since the Pre.sident’s 1998 Staie-of-the-Union address (including, but not limited to,

^ jestiraony by CBA Chair Janet Yellea on the Economics of the Kyoto Proiocol before the House
Commerce Coraniittec)? If so. please provide a copy of the draft testimony and any comments 

by your agency.

^ U. Has EPA suggested any alicntaiive policy options for climate change? If so, please provide
oy.'^ a copy of all drafts and supporting analyses and any commemfi from other Federal agencies on

your alternatives.
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12. Does EPA plan lo revise any existing legislation or propose any new le^slation relating to
climate change Cincluding legislation that will have the effect of teducing greenhouse gas
enussions whether or not that is the intended purpose of the legislation)? If so, please Identify
and describe all such Initiatives, including a timetable for their dcvdopmeiU and submission to
Congress. Also provide any and all legal and policy analyses regarding the applicability and
availability of existing legislation to implement the Kyoto Protocol and any comments from other
Federal agencies on die analyses.

13. Does EPA plan to revise any exisUng rales or jmjpose any new rales relating to climate
change (incluchng regulatory actions that will have the effect of reducing greenhouse gas
emissions ivhether or not that is the intended purpose of the regulatory action)? If so. please
identify and describe all such initiatives, including any cosl-bencfil analysis, and a timetable for
their development *nd promulgaiiotL Also, provide any and all analyses that were prepared or
considered of the cumulative edfecis on the U. S. economy and/or energy system of all or any
combination of regulations that were issued since 1992, that were proposed, and that are being
developed that have or will have such efChcts.

14. Has EPA participated in discussions or reviewed any documents relating to international
embuiions trading, joint implcmcDtation, and/or the Clean Developntent Mechanism? If so.
please provide a copy of all drafts and any comment provided by your agency.

l^ctricity Bestructuring

15. On February 11,1998, Under Secietaiy of State Stuart Eizeustot testified before the Senate
Foreign Relatioits Committee that the Administration has *‘no intention through the back door or
anything else, without Senate confirmation, of trying to impose or take any steps to impose what
would be binding restrictions.. .until and unless the Senate of the United States says so." In light
of this essuiance wouldn't it be in^^ipropiiale for EPA or any other agency to recommend any
legislation or propose any regulations that would place .limits on carbon dioxide emissions or any
other greenhouse gases before the Senate has ratified the Kyoto Protocol?

16. Is EPA piesenily participadng in an interagency effort to draft the Administration's
legislative proposal for electric utility rcsnuctuiing? What other agencies arc working on this
proposal? Which agency is serving as the lead agency in this effbn?

17. What are EPA's views about including in the Adirrini-stration's legislative restructuring
proposal an emissions cap and trading system to control carbon emissions even before Senate
raiificaiion of the Kyoto treaty?

18a. Recently, the piess has written about and/or printed the text of two EPA memoranda,. One 
of the memoranda, consisting of three pages, is entitled, “Environmental Provisions in f.jectricity 
Restructuring Legislation.’’ The second, consisting of two pages, is entitled, “Electricity



flPR-01-1998 09:53 EPft OPPE ECON ENUIRONMENT 202 401 0454 P.09/16

RcsuucLuring and ihe Environment: What Authority Does EPA Already Have and What Docs It 
NcedT' Please provide the following infonnaiion regarding these documents:

18b. Identify who prepared these two documents.

18c. Identify who requested or authorized the preparation of these documents and 
indicate when that occurred. The SabcoramittCB iraderslunds that these memoranda were 

^ presented at interagency discussions on restnicoiring legislotion with ofTicials of the National
Economic Council Indicate whether that is accurate.

0<-9

18d. The first memorandum addresses environmental provisions that should be included 
in electricity restructuring legislation. This memorandum asserts the need to obtain legislative 
authority to establish a federal cap and trade program that would, among other things, control 
electricity-related carbon dioxide emissions. Without such authority, it is argued ttial the 
Administration will be unable to ensure emissions reductions ar low cost and to achieve a 
“sigoificaot dowu-paymenr towards leducing emissions of greenhouse gasca. Indeed, the 
memorandum states that this *^vould be seen as a concrete step id move forward domestically on 
^obal warming while coniinuing to worlc for progress internationally in fbllow-up to Kyoto.** Is 
this the position that EPA is taking on Ksuucturing legislation in interagency discussions? If so. 
isn’t the agency leconunending steps to implement the Kyoto treaty prior to Senate ratification?

18e. Please provide all assessments that the agency has prepared of potential 
environmental impart of zestiuctaiing the electric utility industry.

18f. The second document, dealing with existing uuthoriry, states that *‘BPA currently has 
authority under the Clean Air Aa to establish pollution control requirements for all four 
pollutants of concern from electric power generation: nitrogen oxides, sulfur dioxide, carbon 
dioxide, and mercury. Action could be taken under provisions for meeting national ambient air 
quality standards, addressing Uansboundary poUmion. or setting technology-based emissions 
standards.” Does EPA maintain that it cunendy has the authority to establish pollution control 
requirements for carbon dioxide? If so, please specify the provisions in the Clean Air Act upon 
which the agency is relying and provide any and all legal and policy analyses developed by EPA 
to suppdn this position.

18g. If EPA does maintain that it currently has the authority to establish pollution control 
requiretnenis for carbon dioxide, please indicate when the agency determined that c^bon dioxide 
is a “pollulant,” “air poUutani” or ‘‘a hazardous air pollutant** and provide any and all legal and 
policy analyses Urat the Agency has prepared or considered that support such detenninations.

19- On FcbAiary 12,1998, David Doniger of EPA stated ai an Ait & Waste Management
Association Inucheon in Washington, D. C. that the agency is “tiying to explore” ways to 
integrate reductions of particulate matter, sulfur dioxide, nitogen oxides, and carbon dioxide. He 
indicated that EPA is using an integrated planning model to determine how best to lower several
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pollutants simxiltancously. Isn’t this the vciy approach that is advocated in the abovc-rcfexcnced 
EPA ntemoiandum addressing electric utility restructuring legislation?

The EtTects of EPA Regulatory Actions on Greenhouse Gas Emissions

20a. In his June 26,1997 remarks to the United NTations Special Session on Environment and 
Development, President Qiiuon referred to the recently issued new and revised national ambient 
air quality standards (NAAQS) for oaone and paaiculaie matter (PM) as "a positive first .step” in 
addressing greenhouse gas emissions.

20b. Didthc Administration consider the ancillary benefits of greenhoase gas emission 
reductions in setting the new and revised primary NAAQS for ozone and PM?

20c. Section 109(b)(1) of the Clean Air Act (Act) establishes that the standard for sening 
primary NAAQS is •‘requisite to protect the public bcaldi” v/ilh an “adequate margin of safety.” 
Section 109(b)(2) of the Act provides that impacts on the public welfare (e.g., effects on climate) 
may only be considered in setting secondary NAAQS). Doesn’t this statutory framework 
prohibit the Agency from considering the impacts of the new and revised standards on 
grccnbotise gas emissions and climate change during the primary standard-setting process?

20dL Seciion 307(d)(6)(C) of the Act specifies that a promulgated rule “may not be based 
^ (in pan or whole) 00 any infoimation or data which has not been placed in the docket as of the

dare of such promulation.” Did the Agency include in the docket for the ozone and PM NAAQS 
rules any information on the impacts of the new and revised standards on greenhouse gas 
emissions?

j 20e. Please provide to this Subcommittee any and all records conceming the impaas of
the new and revised oztme and PM standards on greenhouse gas emissions that were developed

f ,v
or considered by Agency staff before or daring the ozone and PM NAAQS rulemaking process.

21. In the Rcgulaxoiy Impact Analysis (RIA) for the ozoric, PM, and Regional Haze rules, EPA
identifies 'the investments made to control greenhouse gases for climate change" as a “catalyst”
for the development of innovative technologies (RIA 9-3). Presumably, EPA has concluded that
future regulation of greenhouse gas emissions will reduce the c»sts of developing lechnologies to
con^ly with the ozone and PM NAAQS. The RIA also stales that: “In the international climate

L / change negotiations, the U.S. is pursuing legally binding targets at a level considered to be ‘real 
and acdiievable.* Suc^ targets will help decrease not only [greenhouse gasj, but al.so a variety of 
other air poUutanu.” (RIA at 9-30). These statements suggest that the Agency took into account 
future greenhouse gas emissions reductions (and the control technologies developed to achieve 
these reductions) in calculating the costs and benefits of the ozone. PM, and Regional Haze.
Was this a reasonable assumption, consideiing that neither the Qean Air Act nor the current 
Framework Convention on Climate Change mandates redualons in greenhouse gas emissions?
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22. EPA’s Fiscal Year 1999 Strategic Plan states: “By 2000 and beyond, U. S. greenhouse gas 
emissions will be reduced to levels consistent with international commitments agreed upon under 
the Framework Convention on Climaie Change (FCCC). building on initial efforts under the 
Climate Change Action Plan (CCAP)." The Agracy’s Strategic Plan funher provides that; “By 
2000. CCAP implementation throughout the Federal government will reduce annual U.S. 
greenhouse gas emissions by 75 inilUon metric tons of carbon equivalent (MMTCE). The 
programs will IciuJ to greater annual reductions of between 115 and 140 MMTCE by 20005.”

Upon what legal authority is the Agency relying to implement these reductions? Please 
point to the specific provision or provisions of the Clean Air Act that authorize EPA to require 
tliese reductions in greenhouse gas emissions. Is EPA’s objective tied to the current FCCC, 
which calls for voluntary action to return emissions to 1990 levels or doe.s the agency's plan 
include actions aimed at reducing U..S. greenhouse gas emissions 7% below 19^ levels, as the 
Administration agreed to in Kyoto?

23a. In March 1996, EPA promulgated New Sonice Performance Standards (NSPS) and 
Emission Guidelines (EG) for Municipal Solid Waste Landfills. [61 Fed. Reg. 9905 (March 12, 
1996) (MSW Landfill Rule] In the preamble to the MSW Landfill Rule, EPA stated that: “The 
additional metbairc reductions achieved by [the control technology option selected] are also an 
impottont put of the total carbon reducdoos identified under the Administrations's 1993 Climate 
Change Action Plan.” Id. at 9914, EPA funher stated that, ’The Qimate Change Action 
Plan... calls for EPA to promulgate a ‘tough’ landfill gu rule as soon as possibly” Id. at 9916. 
Please point to the provision in the Clean Air Act that adihoiizes BPA to con.siderclimate change 
impacts in developing the NSPS and EG for MSW Landfills.

23b. EPA acknowledged in the preamble to the MSW Landfill Rule that, despite a 
general concern that increasing emissions of greenhouse gases could lead to climate change, “the 

^ rate and magnitude of these changes are unknown.” Id. ai 9917. hr light of this uncertmnty, what 
was the basu for EPA's conclusioD that the MSW Landfill Rule would have beneficial impacts 
with respect to climate change?

^ - 23c. please provide to this Subcommittee any documents conccining the impacts of the
MSW Landfill Rule on greenhouse gas emissions that were developed or cousideretTby Agency 
staff doling before or during the MSW Landfill rulemaking process.

24a. In the preamble to a March 1994 final rule implementing the .Significant New Altemafives 
Program (SNAP), EPA adopted the intcxprciaiion that “global wanning potential" must be 
considered in determining what substances are acceptable substitutes for ozone-depleting 

0substances (pDS). See 59 Fed, Reg. 13044 (March 18,1994). Although public commeaters 
objected on the grounds that EPA lacked authority under Section 612 of the Act to regulate 
substitutes based on global wanning, EPA disagreed with this interpretaiton and stated that: “(I]n 
October 1993, the President directed EPA through the Climate Change Action Plan (CCAP) to 
use its authority under 612 of the Clean Air Act to narrow the uses allowed for
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hydrofluorocarbons and pctfluorocarbons with high global wanning potential. Id. at 13049.
EPA reached this conclusion even chough, in ihc process of amending the Clean Air Act of 1990, 
Congress deleted authority for EPA to phase out u-se of substances based solely on their global 
wanning potential. Please explain EPA’s legal theory for relying upon Section 612 of the Act to 
regulate ODS .subtitutes based on their global warming potential.

24b. How can the President's directive in the CCAP be reconciled with clear legislative 
oSv intent to prohibit consideration of global wanning pcAentlal in the SNAP analysis?

25. In EPA*s Advance Notice of Proposed Rulemaking (ANPR) on integrated implementation of
the ozone; PM, and Regional Haze rules, the Agency states that: "While the focus of control
strategy inlegmuon cci^tcrs around the ozone, PM, anti regional haze programs, some
consideration of how other programs affect these programs will need lo be assessed (i.c., acid
rain, climate change, stratospheric ozone, ecosystem protection, toxics). [ 61 Fed. Reg. 65764,
65775 (December 13,1996)) Is EPA planning 10 regulate greenhouse gas emissions through iliis
*integrated implementation" program? If so, under wbai specific scamtory authority? Please
provide all legal analyses to support such a position.

26. EPA has cliaracterized the new NAAQS for PM2.5 and ozone as an electric utility issue. In
^ ^ ^ addition, EPA’s proposed SIP call on Nox focuses on emissions from electric utilities. Several

.V/other proposed or contemplated regulatory initiatives-regional haze, revisions to new source 
^ review requirements, revised new source performance standards for utility boilers, and air toxics 

standards for electric otiliiies’ boilcrs~also appear likely to require substantial emissions 
reductions from electric utility plants. Has EPA performed any analyses of how any of these 
regulatory programs-alone or in combination-will affect emissions of any greenhouse gases 
covered ^ the Kyoto Protocol? Moreover, has EPA assessed the cumulative effects of these 

regulations. Or arty combination of them, on the U.S. energy system and economy? If so, please 
provide all records of such analyses, including drafts, arid materials explaining how the aitalyscs 
where performed and by whom. Also please identify all individuals consulted in conjunction 
with such analy.ses and provide all records reflecting the date and content of such consultations.

27a. In its proposal to require modification of SlPs to limit Nox emissions (62 Fed, Reg. 60318) 
(the proposed SP “call"), EPA asserts that “on a global scale, decreases in Nox emissions will, 
to some degree, reduce greenhouse gases." 62 Fed. Reg. At 60374. Has EPA quantified the 
effect of the proposed SIP calls on greenhonse gases and/or global warming? If so, please 

^ provide copies of all records and analyses. Also, please indicate when any such analysis was
pcrfbnned and by whom.

27b. If EPA has performed no such quantification of the effects of the proposed SIP 
calks on greenhouse gases, whar is the Agency’s basis for asserting that one of the non-ozone 
benefits of the propo.sed SIP call will be its impact on global wanning?
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0^ 27c. Whai role did glob^ warming and oiher non>ozone benefits play in EPA’s 
idemiincation of a speciflc Nox*rcdoction program lu a means of implementing the ozone 
NAaQS? Please idenlify the date(s) of any and all mcclings at which the non-ozoac benefits of 
the proposed SIP call were discussed and the identities of each participant in each such meeting. 
E*rovide all records relating to such meetings.

27d. Did EPA consider whether other options for attaining the ozone NAAQS might 
f 0 ^ greater non-ozone benefits? If so, pkasc provide copies of any and all analyses

evaluating the benefits of such alternative implementation strategies and all records legarding 
consideration of the benefits of such alternative strategies. Please identify all EPA staff members 
involved in such analyses.

^ . I 28. According to an August 29.1997 “Inside EPA" article, an EPA source “points out that EPA 
estimaicd lost year that an aggressive strategy to reduce S02. Nox and mercury from ulililics 
would only reduce C02 emissions by five to seven percCTL If mercury is removed from this 

'' equation, an administration source says this pcxceoiage is likely to fall since some utilities would
have undoubtedly chosen to alter their fuel mix as a way to meet an onerous mercuiy reduction 
icquiremcni." Please provide any and all analyses that relate to the comments made in this 
article. Why were any such analyses performed? Are there other similar analyses available for 
other industry sectors?

FACA Subcommittee ou Energy, Qean Air and Climate Change

29x fri July, 1997, EPA announced the fonnation of a new subcommittee of its Clean Air Act 
Advisory Coraminee, the Subcommittee on Energy, Clean Air and Climate Change, Please 
provide a copy of the charter of the Subcorraniueo and copies of any and all records concerning 
the purpose or goals of the Sdbcommiiee.

Okil-

29b, Please identify all EPA staff members who arc involved in supporting or working 
with the Subcommiuct or who have ariended or participated in meetings of the Subcommittee.

_ 29c. Please explain EPA’s authority to convene an advisory conuuitieero examine
cEmate change issues.

29d. Please discuss whether and how climate change programs and initiatives will be 
inicgraied into state implementation plans.

Clinuite Change Outreach Efforts

30. Please cxplam why the agency is sponsoring regional conferences around the counuy 
regarding implementation of the Kyoto Protocol? A brochure to one of the conferences that the 
agency has sponsored stares that. "Aimex I panics must now begin designing poHcies and 
programs to meet [the] reduction goal [of 7% below 1990 levels].” How much have you already
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Spent and how much do you plan to spend in Fiscal Year 1998 funds setting up or cosponsoring 
conferences on implementing the Kyoto treaty? How much do you plan to spend in Fiscal Year 
1999?

31. Do you agree that Senate ratification is required before mandatory grccnlrousc gas emission
reductions are implemented in states or in the U.S.? This Subcommittee under-stantis that the
Commonwealth of Massachusetts recently received a $77,000 grant from EPA to set up
workshops and confErcnces on climate change.. In a Febniaucy 20, 1998 letter signed by the stale’s
Executive Office of Environmental Af^is, Massachusetts **stakeholders*' are invited to
participate in the development of a Qimate Change Action Plan for Massachusetts. The letter
indicates that the stare is “seeking a package of recommendations that could reduce
Massachusetts’ emissions of greenhouse gases consistent with the U.S. target adopted in Kyoto
three monlhs ago." Is EPA promoting these types of efforts or Is the agency specifTcally
instructing states that the Kyoto targets arc not relevant to policy decisions, unless and until the
Senate ratifies that treaty?

Early Credit Reductions

32. On February 17,1998, a proposal for a program to reward early greenhouse gas eniissions
reductions was presented to EPA’s Subcommiitec on Encagy. Clean Air and Climate Change, hi 
addition, since l^c conference in Kyoto, EPA officials have been discussing the mails of an early 
reductions program. They also have stated the need to develop a strategy for determining real 
reductions between 1998-2008 and for crediting the prc-1998 reductions that have been 
registered in the database established under Section 1605(b) of the Energy Policy Act of 1992 
(EPAct), Under what authority is EPA proceeding to consider proposals for early reduction 
cnsdiis? Wasn’t the Department of Energy (DOE) charged by Congress to set up a system for the 
voluntniy reporting of greenhouse gas emission reductions? Does EPA believe that it is 
appropriate for it to be evaluating proposals to displace that system developed by E>OE?
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To:

Fax#:

From:

SubcommUtee on National Economic Growth,
Natural Resources, and Rcgulaloiy Afiaits

B-377 Rayburn House Office Building
Washington, DC 20S15
Phono; (202)225-4407

Fax: (202)225-2441

Facsimile Cov'y^ t«ettcr

TVc. I Wwfr ble. \ Total NumbcrofPagcs (including cover sheet)
lOrouKei' ■

iC»0 -

__^Mildred Webber-Staff Director
(Mildred, Webber9mail.hou5c.gov)

-----J. Keith Ausbrook-Senior Counsel
(KetttuAusbroolc9maiJLhou5e.gov)

irisa Dobriansky - Senior Counsel
(Larisa.Dobriansky9mail.bouse.gov)

----- ^Jay Apperson - Special Cbonscl
(Jay. Apperson 9mail,housegov)

----- ^Steve Silbigcr - Counsd
(Steve.Silbiger9maiI.housc.gov)

_.Sean Cunningham - Counsel
(Sean.Cunningham9mall.house.gov)

------Karen Dames - Professional Staff Member
(KatenJBaraes9mail.housc.gov)

.Kelly Duquio- Cleric
(Kelly.Duquln9inaiI.housc.gov)
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■Dear Secrctaiy Rubin;

Affairs
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"nianfc you in advance for your an^nK
your attention to this request. 

Sincerely,

Honorable Dan Bunon Die 

Honorable John Tierney

David ^f. 
McIntosh CJiainnan

■tss,-r:s.r,sr
Eticiosure
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o*c HUNONfo Frvi ooMmcm

CongttH^ of tbt IHnittb fi>tatt«
o( iKepretfentstlticf

COMMITTEE ON GOVERNMENT RCl^flU ANO OVERSIGHT 
2157 RatouAm Hcx/M OrCica StMaun 

Waam.(wqton, OC 2M«S-ai4S

tiiw» m»»??^35SS;

_____
• m4p«v. i«fv iw«i VMVTT.IMHMM

^fi0m

BY PACaiMlLF.

Mttch2,l99*

'llie Honorabt* FnuiklinD. Ralnct 
Director
Office of Meatgemeot «nd Budget 
WuhtngiOA, D.C. 20S03

The Hoaoieble Kathleen A. MeOioty 
Cbetr
Council on Enviignmcoul Quality 
Wiuhingtoa,D.C. 20502

Dear Director Radnea and Chair McOlnty;

Die Subconinuisee on National Economic Qio^ Natiual Reaoureea, and Regulatory 
AfTali s ii conducting oversight of the ^ic House Inilistive on Olobal Cliniete Change,

Pursuant to the Cotmlonlon and Rules X and XI of die liniTod States House of 
Repte^ntative*. plea** piovlde the Subconurnttec with detailed Infortnatinn in responna to the 
atuched qucstioni regaiding the budget and pedbnoaiice meanuca fbr this iniiiativa.^proase 
restaia each queation barora tha vtuiespoiuliiig answer. ---- X ^

Please contact Subcommittee Staff Director Mildred Webber at 225-4407 if you have any 
questions about this ttquefl. PJeasa provide this infotmaiioa not latex than 12 noon, March 24, 
199$ to the Subcommittee in Room B*377 Raybum.
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'nuoX you it) odvonce for your attention to this request.

Sincerely,

Mokdjjit;
David M. McIntosh 
Chaunuui
Subconunittee on Natioaal Economic Crotvth, 
Natural Rfsources, irtd Rc|ulalory Affairs

cc: The Hoaoiable Dan Bunco
The Hooorable Barnard Sanders

Enclosure
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QunlloM on the Whito House Initiative on Globa] Climate Change

1. Ploaw provide a Ublc with Fiscal Year (FY) 89 - FY 99 hiaiorial budget authorit)', on an 
afency-b>'a|ency b»9i>. for the varioue eon^nenu of tbe President's *Yllimat« Change 
TachftOlOgy Initiative,*’ faicludinB the previous ‘•Climate Change Action Progtam/PUn" and any 
other new or previously luthorieed Research and Dcvclopincnt (RAD) herein (except fm the 
U,S. Global Change Research Ptognutt included in QuosiIoa 2 below). For each componem, 
please indicate each specific budget occount and a brief description of the program. \

01^?

For FV 93 and FY 9S. pteaiie explain why the detiiU in Table S«10 do not equal the totals
in Table 9-2 in the qudyct of the United Staica novcmmeni Fiscal Year 1996.

For FY 97, please explain the diffeicnct between the published flgmes in the Budget of 
tha Tfaited Stataa nnwmment Fiscal Year 1998 (esttmatod $] 17 milHoO) and tbe Budget 
ftfthg ITnitad fWim*mingnt Fiaeal t OOP (actual $743 oulUon), including any
tepnrgramming ftora other budget acootmta.

For FY 99, pleaee explain why tbe publUhed figures (the icquested funding for key 
sectors) in TaUe 6*3 of the amtp«ct of the Umted Swtia Qovemment Fiscal Year 1999 do 
out aqual the total.

In Section 2 ("Programmatic DctalU") oTOMB's Fcbn«jy z, 1998 handout, Xllmaic 
Change Technology Initietive - 1999 Budget Briefing MateiiaU," please provide the 
following ttfocmation aesooiated with each paragraph description: each efbeted agaaoy 
and, for aoeh agaiwy, the atsocintad flioding in FY 97, FY 91, aad FY 99. Also, for oaoh 
paregr^t and fbr agency, please provide evidence of any sceomplishmenU ftom
Oie FY 97 funding. Lastly, for each paragraph, and for e«A agency, pkasc indicate any 
program perfoonuca measuies for the nquested Autding and. for each such measure, 
please provide annuel data for the most recent thru^year period for which data are 
avnUehle.

2. PlesM piovUJc a table with FY 89' FY 99 historioei budget autboiity, on an agesey*by- 
agency baaii, for fte various coroponants of the •*U.S, Global Change Rcsearoh Progtem" which 
were or are devoted exclusively to climate change RAD. For each component, pleue indicate 
each speciilc budget account and a brief description of the program.

* For FY 93 sctual figures for the "U.S. Global Change Research Ptogiara," please explain 
tbe dUTemicesam^ tbe published figurae in the Buried offr llnitad .Slaiaa

k OfweinitTcnt FiJ
'Y.mt 1997 (S1319 milUeiO. and tbe BikUi«t \ TillibKL3liMai£iasal

\ ^ --------------------- ........................................................................... .............. > ■ mYear 1999 ($1464 million), including any reprogramming from other budget accounts
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^ i For FY 95 and FY 96, plewe explain why ihc details in Table 7-2 do not equal the totals
0'^ T.ku tk- nf tha tlmtod nnvjfnmeftl FiBcal Yaar 1006.

• For each agency wilh ftuidinj in h Y V7. please proyid® evidence of any aecompiishmenu
^ fionitheFY97Iundhig. Also, for each agency tequestlna funding in FY 99. plena

JL/ indicate any program performance measures for the rcqxiested finding and, for each euch
V measure, plcaae provide annual dam for the most recent thrcc-you period for which duta

are available.

3. Please provide a table with FY t9 - F Y 99 historical budget audiority. on an ageney-by- 
agency basis, foe any other coroponenii of the AdmlaistrsUon's cUmaie change pcogrim (i.e., in

y.^ addition to tbose iiiGiwicd iii auswei to quo>Uous I atid 2). Fur eaeli vuutpoucul, picawr ItaUcme
each specific budget account and a brief description of tlx progiim.

4. Since tbe r>»w>w*ww^i»t.u4de PeyfhwwMte* Ptmn for FY t099 does not inelvda any perfoimanee
Diaaaures for the Admlnlatiatloo'i Clintsie Change proposal, please identify all gov«nunem-wide

u y and igeacy-speclflopcrfoiiDanee measures for foe Admlnlstratlon’a CUmaie Changt proposal,
including difo ter at least FY 97, FY 96, and FY 99.

The Perfotnuikca Plan In DOB’* FY 99 Budgat submission belvdo* goals of redwing gaa 
emissions by S percent la 2010 and reducing energy consumption by 25 percent in 2010. 
Please provide at least FY 97, FY 9$, and FY 99 dau on gas eraisslons and energy 
cOASunipdon to meet these goals.

/ *

• EPA'a FY 99 Budget iocludw goals of wducin* amisaiona by 40 million metric tons ond
^ reducing energy consuntptioR by 45 billion kilowatts. Pleaia provide at least FY 97, FY

98, and FY 99 daU on gas aioiistons and energy consumption to meat these goals.

Please explaiti whether end how DOE's and EPA’s perfoimanee measures overlap I.e., 
whether they mleio to raduotioas roede by only that agency's progjama or by all agcoclc*’ 
piognuna In iho aggregate. ~
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February 26, i 9$8

The Honorable John H. Gibbonf 
A5sistant to the President for Science and Technology, 

and Director, Office of Science and Technology Policy 
Room 424
Old Executive Office Building 
WashingtoctoC 20502

Dear Dr.

I wish to ftJi ' I my sincere npprecinton for your testimottv during the February 12, 1998 Committoc on 
Science “'Hre Road &om Kyoto—Part 2; Kyoto and the Administration’s Fiscal Year 1999 Budget 
Request" healing.

Enclosed ace additional questions fiom Members of the Cotnmhiss, as well as a copy of the hearing 
transcript Your responses will be published as pad of the official record of the hearing. In addition to a 
hard copy of your answers, the Committee requires an additional copy, including any supporting 
grtqihs or ehatrs,_saved on a DOS formatted 3.5 inch diskette, in either WordPerfect,-War4 or ASCII 
text Please send your responses to Ms. Sarah Monahan of the Comrmtted'sSff. If 
may E-mail youi lespouse^i to satdi.(iiOualiau(^iiail.housc.gov.

,'ou prcfclT';

1 would appreciate rccdviDg your responses to the enclosed queshirii^y Thursday, March 19,1998.

Also enclosed is a copy of the verbatim transcript for your rcvi^. The Gxnmittee’s rule pertaimng lo 

printing of transaipts is as follows:

The tramcripts... shffl! be published in verbeuim form, uith the molcriai requestea for 
the record, as appropriate. A/ty requests to cx/rrec: any errors, otitcr trxrn 
craraertpnon, shall be appended to the record and the appropriate place where the 
change is requested will be footnoted

The complete revisions to the transcripts submitted for the record must be received by Thursday. March 12.
1998, and should be sent to Ms. Sarah Monahan, Subcommittee on Energy and En\'ironmcnt H2-389 Ford
House Office Building, Washington, DC 20515. If you have any questions, please coniact Ms. Monahan ai
(202)225-9662.
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The Honorable John H. Gibbons 
Fcbrnajy 26^'i99S
Page tvi'o

Sincerely,

F. JAMES SMSENB:
Chairman 1

fER, JR.
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COMMITTEE ON SCIENCE 
U.S, HOUSE OF REPRESENTATIV-ES

Hearing
on

The Roadfrom Kyoto—Part 2:

Kyoto and the Administration’s fiscal Year 1999 Budget Request

Thursday, February 12, lyys

Post-Hearing Questions 
Submitted to

The Honorable John H. Gibbons 
Assistant to the President for Science and Technology

and
Director, Office of Science and Technology Policy 

Post-Hearing Questions Submitted bv Chairman Sensenbrenner 

-Clear and, C£Ln?n<?lhnp F.viHenri^" That Hiiman Artiviti>-«: Ata Taiising r.limafft r.hantrp

Ql. You also state on page 2 of your testimony that “the scientific evidence that climate change is 
ocaomng, and that human activities are playing a significant role in causing such change is clear 

omi^lling." However, at a recent American Meteorological Societj- international meeting on 
Olob^ Ch^e Sti^ics in Phoenix, Arizona, David Rind and Judith Lean of NASA demonstrated 
ttol about half cf the obser^'ed gbbal warming is ascribed to solar activity. ITiese means that only 
about 0.5'’F of the wanning experienced in the last century could be due to other causes including 
human activity. Are you familiar with this research, and if so, how does the inteiphv of solar 
activity affect climate? '

Climate Clianae and E.vti cine Events

w

02. Your testuuony on page 4 states that, “More prccipjtanon is ijJkely to occur tn 'extreme' U 
downpours where large amounts of rain fell in a short period. Some areas will be threatened by ' 
increased flooding, while otheis wiU suffer through an increased incidence of drought, as 
wntnai^ mtenurs become warma- and dner.” Hcwevct. the 19^5 iPCC report 2hc Science of 
, -xccluces enpage 330: “cMCCpt r.tayhir Ir-r piecipitatoa there is little agreement
between models on changes in extreme events [emphasis added].” ' And even concerning 
precipitation, it concludes: ‘"Several models suggest an increase in the precipitation mtensity 
suggesring apossIbiUty for more extreme raiofeU events [emphasis added]

Do agree with these IPCC conclusions?
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Submimd ,o the IIo'noniblc John II. Gibbons

Q3. With respect to ycur statement on pane 4 that “Sonm unii ..
flooding, while others v^ilI suffer through an increased incidence of^ou^hf •ncreased
become w-armer and drier ” isn’t it aUn hMv t k interior;

^Uiiiciinaioa of 1997 Tcir.uciaiu.c SunisUcs

Atotstrahoo Ss'O^Vstv ^Wi

rssrr m/”. fr

Land- and Sca-P^saQ^crsuf Satellirc.IemDeraturc Mepsnr^.,

* =H=f£"?S;==»~s.=r4-s
' ”°" *'° ““"°‘ *"■ 4' thtndh ih lahd-b«ed a„d a«ilite

iemp<^rafure recoras over the past two decades.

Ziiprc;r““'''’ ” "'■'■ <o -oivc uh,

^ Uk--
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.^^dence ror Sipniticam Regional hcosystem Response to W^rmijig Experienced durin;. thr iq«i.

,JC^

07. Your t^oay refers a paper published in the April 17. 1997 issue of Nature that “rresaited 
p"ri<S^8 experienced dunng the

Please provide a copy of that paper for the record.

R.^rds of Total Rainfall and Extreme Rainfan for the United States Over the r^t„ry

^ ^ f testimony, you discuss NOAA s Tom Karl review of the records /T 4-

Please provide a copy Mr. Karl’s review and the underlying data used in that review.

Extreme Weather Eventc

emphasize that one cant point to anysingle e^etveather event today and say for sure that global warming caused it. But we can say A 
that mch ev^ are examples of the lands of impacts we expect to occur with greater frequonev I ^

Of yO“T statement that “such [extreme weather] events are examples
ot the kmdsot impacts we expect to occur with greater frequency in a warmer world". ^

'Business As U.sual” ScenarioIPCC ‘Business As U.sual” Scenario

QiO Oa page 6 ofyo-ar wair^a testimony you discuss the I?CC ^-usbsss as usaat" sceaan^.' 

Please provide a listing of all IPCC “business as usual“ scenano assumptions

O'
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Similar Leners Urging Action from ihe Economic Commnnify

Q15. On page 10 of your written testimony you state that '‘We have received similar letters urging action 
from the economic community.’’ . ,

Please dccumeat this s'^atcmeni.

Regional Vulnerabilities

^ (^0

Q16. On page 11 of your written testimony you state the following:

“Alaska: The state’s economic dependence on natural resources makes it highly
vuliiciaL'lc to cliiiiate change. Global wanning will be most pronounced in northern region?. 
Probable consequences include drying of Alaska’s interior, inundation of fragile coastal delta 
areas, and, most seriously, melting of psimafrost, which is already underway. Continuation of 
Alaskan warming will lead to the disappearance of most discontinuous permafrost over the next 
100 years. In many places, ground level can collapse f yards or more, leading to significant 
damages to ecosystems and human infirastructurc. Houses, roads, airports, military' installations, 
pipelines, and any other fecility built on ice-rich permafrost arc at risk. The melting of permafrost 
end the waiming of tundra will lead to the release of carbon and mediane deposits from the 
formerly fro23cn lands, which could make them an additional source of atmospheric greenhouse 
gases. Ecosystem effbets include destruction of uccs and caribou habitat; cloggiug of salmuu 
spawning streams; reducticn in forested areas; expansion of lakes and wetlands; and increased 
rates of coastal and riverbank erosion, slope instability, landslides and erosion.” , ^

Please document these statements. ^

Q17. On page 12 of your written testimony you state the following:

“Greet Plains: All sectors of life in the Great Plains are dependent on a verv limited 
water supply, and water shortages thac arc already a problem. The further drying expected from 
climate change, poses the region’s most significant risk. Agriculture is the base of the economy, 
despite the constraints of the diy and variable environment Because agricultural water needs often 
exceed rainfeD, water for irrigation is commonly supplied from deep ariuifers. which are 
experiencing overdrafts and dropping water tables As clLmate change leads to warmer conditions 
•and ill uitfcnsided hydirologica: sj'snan, ik: soils ol thfe area are auucipated to further dry. The 
simuitanc«jus dxop in ajnubi levels, greater run-off fiom cxcrcnic downpOuiS, and shoaci duration 
uf snow covet will eaaceibate the legiou’s water supply problems. Drier soils could be subject to 
increased wind erosion, which has led to “dust bowl" conditions in the past. Better soil tillage 
practices would simultaneously improve soil fertility, soil carbon storage capacity, and soil 
moisture holding capacity Native species will fece increasing levels of competition from 
introduced species, such as cheat grass, Japanese brome. Russian tostle, and leafy sparge, which 
already account for extensive economic losses. Riparian areas (wetlands and prairie potholes), 
which arc used intensively by hunters, anglers, and bird watchers, are extreinely vulnerable to 
wanner, drier , /) -t~ >

_ Qjtu oTPrPlcdiic ducumcuL llic^c bULcmciiLi
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Q18. On page 12 of your wTitten tesamony you also state the following:

“Southeast: The Southeast is a region of abundance, with numerous wetlands, an 
axtenaive coastline, and producti\'B agriculture, fisheries, and forestry. Urbanisation and rapid 
populaiioP- growth are already exerting significant stress on some fragile ecosystems The Florida 
Everglades have been significantly altered by human cncrtKiehmcnl, with approxiniiitcly half uf die 
ecosystem lost or severely altered by drainage for development as well as pollution from 
agricultural run-oflF. ^\Tlile the Southeast’s long coastline makes it a recreational playground, its 
low elevacoo renders it extremely vulnerable to sea level rise and storm surges during extreme 
weather events, such as humcancs, which are expected to worsen with climate change. A 1 foot 
rise in sea-leveJ, the best estunate over tlie next centny', could emrle inO tn 1000 feet of FInnria ^ 
beaches, damaging property as well as tourist interests.”

Q19. On pages 12 and 13 of your written testimony you state the following: ^ Cil/

“Southwest; Rapid population growth in this arid or semi-arid region make the Southw'est 
extremely vulnerable to water supply problems that arc likely to worsen under cJimatfi change. The 
region is naturally subject to large climate fluctuations, which have produced feirly robust 
adaptation mechanisms in ranching and agriculture. The native flora and fauna are also well 
adapltxl Uj life in (his Imish and diy euviioxuiieui. Surlacc water supplies arc insuflScient; forcing 
reliance on groundwater, use of which already exceeds recharge and is leading to subsidence in 
many areas. Climate change will pose serious challenges and is likely to result in significant 
impacts to the region’s traditicnal economic sectors as well as tourism, development, and retail 
sectors that now make up much of the region’s economy. Expected conditions include more 
eytremely hot day's, fewer cool days, and decreased winter precipitation. Aitcratioa of the region’s 
hydrologic cycle would affect quantity and quality of the water supply, with m^or implications for 
continued development in the region. Significant changes in vegetation are also predicted, with 
Gambei oak, Pifion pine, and Douglas fir largely disappearing from the region. Saguaro would die 
off in its current range, but might find a new home further east and at higher elevations.”

Please document these statements.

Please document these statements.

T
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Q20. On page 13 of your wntten tesumony you state the follovring: )

“New England: New England’s economy is diverse, and many aspects are mditectiy 
dependent on climate. Its natural areas are prized, and its fall foliage draws visitors from all ovci- 
the world The region is vulnerable to drought and severe storms, which modify its vegetatlai and 
impact pioductiuu of fuicst wid risUciics puxluUi. Wanner, drier climate could reduo; ski icurisin 
and shift optimal climatic conditions north into Canada for the tree specie* prized for theu fell 
tbitage and maple syrup. Coastal areas are likely to be alfected by intensify'ing storms, sea level 
rise, ard reduced freshwater input to estuaries. Air quality, already poor in the region's major 
urban areas, could dechne even further as hot, humid weather increases, leading to increased 
incidences of respiratory illness.”

CV'

./

Please document these statements.

Health Effects

Q21. On page 13 of your wntten testimony you also state the following: ^

“Health Effects: According to the World Health Organization, the vulnerability of human 
p>opulatians to climate change varies across populations depending on environmental 
circumstances, social resources, and preexisting health status. In general, developing countries are 
more vulnerable to climate change than developed countries because of their limited capital and 
their greater dependence on natural resources. Climate change increases the risk of heat-related 
mortality and the potential for the spread of vector-bome diseases, such as malaria, dengue and 
yellow fever, and encephalitis, and non-vector home diseases such as cholera and salmonellosis. y 
The incidence of infectious diseases, which are still the world’s leading cause of fatalities, may also 
increase.” r'

- 1Please document these statements.
Q22. On page 13 of your wriUcu Icstimony you also stale the following: ilj

"A study ot deaths associated with summer rime heat stress and winter time illnesses in 44 U.S. 
cities estimated that climate change could double the number of weather-related deaths. The 
elderly arc at greatest risk in the U.S., and urban populations in developing countries are also 
.":p.v:;i!l-y V(;lni,r?b!c to roi,: str«s.”

Please provide a copy of this study.
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Q23. On page 14 of your wnriacn lesumony you state the follov.-ing:

"Climate change is likely to extend the geographic ranges and increase the rales of transmission of 
disease-conying vectors sucli as mosquitoes, v\,-iiich can increase the populations exposed to 
diseases such as malaria, dengue and yellow' fever. Globally, the population exposed to malaria 
could increase by one-third. There could be 50-80 million additional malaria* cases per year, 
assuming no change in public healtli protection. ’’

Please document these statements. (

Q24. On page 14 of your writteii testimony you state the follouing:

Climate change can reduce air quality and increase locls of air borne pollen and spores, which 
exacerbate respiratory disease, asthma, and allergic disorders." ^ n r C

Please document these statements.

Impacts Water Rftsnnrrr**;

Q25. On paga 14 of your written testimony you also state the following:

"Water ResourccJi; Among ihc most fundamculal dTcels of diiimU: diauge is au 
intensification of the hydrological cycle. Charges in precipitadon, and increased evaporation and 
transpiration due to higher temperatures, can be expected to reduce ivater runotf, atiecung the 
quantity and quality of water sapplies for domestic and industrial uses, irrigation, hydropower 
gcncrahcn, navigation, stream ecosystems and water based recreadon. These effects will vary 
region by region Increased variability in the hydrnlngic ry'de i.': expected to result in more severe 
droughts and/or floods in some places. Impacts and-mitigation expenses for such events are 
significant; damage estimates firom the Mississippi flood of l993 range from $10 billion to $20 ,
billion. Areas of greatest vulnerability arc those where water supplies and quality are already I ^ ^ 
problems, such as arid and senu-and regions of the world and some low lying coastal areas, deltas ' 
and small islands.

• Climate change would likely add to the stress in several U.S. river basins, such as the
Great Basin, Califorda, Missouri, Arkansas, Texas Gulf, Rio Grande, and Lower
Colorado.

i;
• The Colorado River Basin would su3er decreased summer rucofL coincidmg with peak -

demand for imgatro^^miess crecipitation also increases substantially. Reductions in
runoff of up m 25 percent in theh^in are projectesi under some scenarios..
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\

Water scarcity in Middle Eastern and Airican countries also is likely to be exacerbated by \ '
climate change. Countries that are highly dependent on water originating in areas outside j 

their borders include Syria, Sudan, Egy^t and Iraq."

Please document these statements.

Impacts on Forests

026 On pages 14 and 15 of your mitten testimony you also state the following; c-
“Forests; Climate change can dramatically alter the geographic distributions of bdi’ndual 

tree species and of forest and vegetation types. One-third of the Earth s &iests would undergo a 
major change in tlic type of i^rgctadon that could be supported as a result of an equivalent doubling 
of COj. In northern forests, which arc the forests most vulnerable to climate change, two-thirds of 
the currently forested area may undergo a change in vegetation type. Mountaintop species and 
isolated populations are particularly vulnerable. Over the next century, the ideal range for some 
North American forest species wnll shift by as much as 300 miles to the north, exceeding the ability 
of manv species to migrate. In some instances, a change in vegetation type will result in a loss of 
forest area as the land converts to grassland or shrub land, while in other areas forest cover may

increase.

• In the United States, western conifer forests could decrease in area and be replaced by 
brcadleaf forests; eastern haxilwcod forests may be replaced by grasslands along their 
western boundary because of mid-continental drying. Forest damage from fire and 
Hipharlf< driven by drought, insects and disease could increase.”

Please document these statements

Impacts on Other Natural Areas

Q27. On page 15 of your written testimony you state the follo'^ving;

“Other Natural Areas: Natural ecosystems arc highly vulnerable to degradation from
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• The wetlands of the prairie pothole region of North America, which support half the
wr.terfnwl population of this continent^ could diminish in area and change dramarically in
character in response to climate change, significantly exacerbating the destruction already
caused by agriculture.’’

Please document these statements.

Impacts on Coastal Areas

Q28. On page 15 of your written testimony you also state the following:

“Coastal Areas: Even if concentrations of greenhouse gases are stabilized m the future, 
sea level would couLiuuc to rise luug allci, perhaps for several ccuLmrcs, arid reach levels much 
higher than projected for the next 100 years. For example, after an equivalent doubling of COj. the 
IPCC expects sea level to rise by 6 - 38 inches over the next century, with a "best esamate” of 20 
inches, but the equilibrium sea level rise several centuries in the future is estimated to be at least 6 
feet. Rising sea level erodes beaches and coastal wetlands, causes the gradual inundation of low 
lying areas, leading to human habitat loss and increasing the vulnerabihtj' of coastal areas to 
flooding firom storm surges and intense rainfell. The IPCC estimates that 20 inches of sea level 
rise would double the population at risk from stonn surges, from roughly 45 million at present to 
over 90 milhon woild-wide. A three foot rise would triple the number of people exposed. 
Increases in coastal area populations are hkely to further increase the number of people at risk.
• Along U.S. coasts, a 20 inch rise could inundate more than 5000 square miles of dry land ^ 

and an additional 4000 square miles of wetlands if not protective rueasures are taken. A
three foot rise would have gr eater hnpaot, inundating rraich of the Southern tip of Florida
among other aieas.

\'
C-

• IntemuUoaally, low-lying areas, such as parls of iLc Maldives and Bangladesh, would be
completely inundated by a three foot sea level rise, creating large numbers of D
environmental refugees, which put stress on governments and social structures. 72 millinn \\
people in China would be affected, assumirig existing levels of coastal development.”

Please documeur these statements
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Impacts on Agriculture ands Food Supply

Q29. On pages 15 and 16 of your written testimony you also stale the follotting;

“Agriculture and Food Supply: Agriculture is highly dependent on a number of
variables that are likely to be affeaed by climaie change, including weather partems, longer term 
patterns of climate variabilit>', and, most importantly, u'ater availability. Climate change is likely 
to lead to increased crop yields in many areas, but decreased yields in others, even for the same 
crop. The magnitude of these changes can exceed +/- 30 or 40 percent for some crops and 
locations. Despite these potentially large changes in jiclds, average global food production is not 
expected to change substantially. This is because farming practices are cnnsiHercd tn he highly 
adaptable to different climates, because production of important food crops can shift to new 
locations in response to changes in climate, and because C02 hns beneficial effects-for plant 
photosynthesis and tvater use efBciency that can offset some deleterious effects of changes in 
climate. Impacts are likely to vary considerably across regions and some regions may suffer 
substantial reductions in agricultural production. In general, developing countries are more 
vulnerable to losses than are developed countries.

Large reductions in soil moisture could signiScantly reduce flexibiUty in crop distribution 
and increase demands on water resources infrastructure.

Increases in the range of pest habitat could increase vulnerabilities to pesu and demand 
for, and use of, pesticides.

In the United States, large areas of the eastern and central regions of the countiy fece 0 ^
moderate to severe drying. Drought could become more ffequeat, particularly in the Great 
Plains.”

Please document these rtaiements.

'.if'
~7

Unresolved Scientific Issues Relating to the Modeling of the hnpact of Future Potential Greenhouse Gas 
Emissions on Global Temperature

Q30. What are the greatest unresolved .sdenrifir, i.s.suns relating to the modeling of the impact of future \ 
potential greenhouse gas emissions on global temperature in order of importance? ___J

... \ nQ31. Ho-'., Ly whom and vviicro art the issues idtuhSed m the response so que;Ciur> 29 addressed by i= \ , u '
U.S. Global Change Research Program? (jrCC.C''- ^ -

Unresolved Scientific Issues Involved in Prn|ect;np Future Temperature Increases and the Impacts Thereof^

Q32. WTia: arc the greatest unresolved scientific issues mvolved in projecting fumre temperature 
mcreases and the impacts thereof?
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Q33. How, by whom and where are the issues identified in the response to question 32 addressed by the ( 
U.S. Global Change Research ProBrnm?

Piuoess of Preparing and Rcvic^^ang the U.S. Global Chanae Research Program Budgets and Projects

.V
l-

Q34. In the preparation of the FY 1999 U S. Global Change Roscaroh Prugiaiu budget, have 
Lodependent experts been involved in reconunending and reviewing budget priorities and projects?

Tf ynnr an.sv/er to question 34 is yes, what was the process and which outside 
institutions/individuaJs were involved?

Q36. Was there any independent peer review or peer uivolvemcnt to identify' scientific uncertainties to be 
addressed by the Fi' 1999 U.S. Global Change Research Program?

Q37. If your answ-er to question 36 is yes:

Q37.1 "What independent peer review' oi peer intolvement took place and what were their 
suggesticin.s/recnmmendations?

Q37.2 Were any sugscstioos/reoominendaiionfi not addressed, and if £0, why?

QJ8. What are your current plans for involving the sclcuuflc wnunuiiity' in identifying unresolved i
scientific questions and directing resources to address them? OST’P

/ (X'lf
yc-cnc

y
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The Honorable Gene B. Sperling 

Assistant to the President for Economic 

Policy, National Economic Council 
Washington, D.C. 20500

Dear Mr. Sperling:

A Subcommittee on National Economic Growth, Natural Resources, and Regulatorv

Affeirs IS conducting oversight of the White House Initiative on Global Climate Change.

Pursuant to the Constitution and Rules X and XI of tlie United States House of 

Represmmtivcs, please provide the Subcommittee with detailed information in response to 

the attached questions regarding the budget, performance measures, legislation, regulations 

and analyses for this mmative. Please restate each question before the corresponding answci.

Please contact Subcommittee Staff Director Mildred Webber at 225-4407 if you have any

^ mformation not later than 12 noon, March 31 

1998 to the Subcommittee in Room B-377 Rayburn.

Thank you in advance for your attention to this request.

Sincerely,

David M. McIntosh 

Chairman
Subcommittee on National Economic Growth, 

Natural Resources, and Regulatory Affairs

cc: The Honorable Dan Burton 

The Honorable ,Tohn Tierney

Enclosure
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Questions for Each Agency with Any Climate Change Funding

1. Please provide a table with Fiscal Year (FY) 89 - FY 99 historical budget authority for your 
agency for the various components of the President’s “Climate Change Technology Initiative,” 
including tlic previous Climate Change Action Program/Plan” and any other new or previously 
authorized Research and Development (R&D) herein (except for the U.S. Global Change 
Rese^ch Program included in Question 3 below). For each component, please indicate each 
specific budget account, the specific legislative authority (including the specific statute, the 
section citation, and the language of the section) for the program, and a brief description of the 
program.

2. Tn Section 2 rProgrammatic Details") of OMB’s February 2, 1998 handout. "Climate Change Technology Initiative - 1999 Budget Briefing Materials," please provide the following 
information associated witli each paragraph description in which your agency has been fiinded or is requesting funding: the associated funding in FY 97, FY 98, and FY 99. Also, for each 
paragraph, for the requested funding in FY 99, please provide evidence of any accomplishmentsthe FY 93 - FY 97 funding, if any. Lastly, for each paragraph, please indicate any program performance measures for the requested funding, and, for each such measure, please provide data for the 1990 base year and annual data for the most recent three-year period for which data are available.

3. Please provide a table with FY 89 - FY 99 historical budget authority for your agency for the various components of the “U.S. Global Change Research Program” which were or are devoted exclusively to climate change R&D. For each component, please indicate each specific budget account, the specific legislative authority for the program (including the specific statute, the section citation, and the language of the section), and a brief description of the program.

• If funded in any of FY 93 - FY 97. please provide evidence of any accomplishments from these dollars. Also, for requested funding in FY 99, please indicate any program 
performance measures for the requested funding, and, for each such measure, please 
provide data for the 1990 base year and annual data for the most recent three-year period for which data arc available.

4. Please provide a table with FY 89 - FY 99 historical budget authority for your agency for any other components of the Administration’s climate change program (i.e., in addition to those included in answer to questions 1 and 2). For each component, please indicate each specific
budget account, the specific legislative authority for the program (including the specific statute the section citation, and the language of the .section), and a brief description of the program.

5. For the FY 99 request, please provide a table showing what part is funding to continue 
initiatives funded in FY 98 or prior years and what part is brand new activity. For each 
component, please indicate each specific budget account, the specific legislative authority for the program (including the specific statute, the section citation, and the language of the section), and
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a brief Ascription of the program. For each brand new activity, please indicate exnected 

requested fijoding annually through FY 03. maicatc expected

W“«'y Ml set of your agency-specific performance measures for the

m f" “y "Mr Federal agency. LasUy. please describe any toiencr

of^ A

which agencies are Involved and the n^« otiA agen“ orgamzations 

for any climate change activity, including the Ate

pcSnr;fte=~»c=^^ 

ne^rn<^X";)pls:z:o“otr^^

^ Smcc Jar^ 1993, has your agency either prepared or reviewed any environmental cost 

U^te Change? If so, ploas. provtA a copy of all Ata, analyses, and any comment by your

10. Did your agency comment on any of Ae draft testimony on climate change by

testimon°y'and
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12. Does your agency plan to revise any existing legislation or propose any new legislation
relating to climate change (including legislation tliat will have the effect of reducing greenhouse
gas emissions whether or not that is the intended purpose of the legislation)? If so, please
identify and describe all such initiatives, including a timetable for their development and
submission to Congress. Also provide any and all legal and policy analyses regarding the
applicability and availability of existing legislation to implement the Kyoto Protocol and any
comments from other Federal agencies on the analyses.

13. Does your agency plan to revise any existing rules or propose any new rules relating to
climate change (including regulatory actions that will have the effect of reducing greenhouse gas
emissions whether or not that is the intended purpose of the regulatory action)? If so, please
identify and describe all such initiatives, including any cost-benefit analysis, and a timetable for
Uieir development and promulgation. Also, provide any and all analyses that were prepared or
considered of the cumulative effects on the U. S. economy and/or energy system of all or any
combination of regulations that were issued since 1992, that were proposed, and that are being
developed that have or will have such effects.

14. Has your agency participated in discussions or reviewed any dociunents relating to
international emissions trading, joint implementation, and/or the Clean Development
Mechanism? If so, please provide a copy of all drafts and any comment provided by your
agency.
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Definitions ancj Instnicrjons for ihe Production of Reconi»^

1. When a request calls for the production of records, the Subconunittcc requests all
responsive records that are in the agency’s possession, custody, or control through the date of the
final submission of records to the Subcommittee, unless the request clearly states that the
Subcommittee is only interested in records received during a particular time period.

2. Please sequentially number all records that you produce to the Subcommittee, and
indicate the source of any record if the source is not accurately reflected on the record itself
Please submit all records on single-sided paper and submit an inventory of records produced if
the volume is more than 100 pages.

3. To the extent practicable, please organize the records or documents in tabbed binders or
folders that indicate which records are respon.$ive to which requests for information.

4. For the purposes of this and related requests in the future, the “record” or “records” shall
include any and ^ drafts, originals, and non-identical copies of any item whether written, typed,
printed, electronically recorded, transcribed, punched, or taped, however produced or reproduced,
and includes but is not limited to any writing, transcription, or recording, produced or stored in

fashion, including any and all computer entries, memoranda, notes, talking points, letters, 
journal entries, reports, studies, calendars, manuals, press releases, opinions, documents, 
analyses, messages, summaries, bulletins, e-mail messages (in hard copy and electronic forms), 
disks, the text of any alphanumeric messages or other electronic paging devices, briefing 
materials, cover sheets or routing cover sheets and any other machine readable material of any 
sort whether prepared by current or former officers and employees, agents, consultants or by any 
non-employee without limitation. “Record" or “records” shall also include redacted and 
unredacted versions of the same record.



r/lar'-og 38 16:33 Climate Change Task Fence P.Ol

White House Climate Change Task Force
"Si I.U'kxMl l'l;u r. \,\V • \V;i>hin,ntMiV OC

FAX

Qrgani7.ation/Title:

Phone;

Pages (including cover): Date:
/

From:
Phone:

Message:

r

/>n
Jl ■ J '. 1 1 , I II ,1 I • r;,\ J|)^



Mar'-09-98 16:40 C1-^mate Change Task For-ce P . 02

Confirtss of the lanitej States
^lOUBt of K£prt8OUBtf0C5

CEBQRn

®“nmteon3inattBu«jno8
lUijtODni fiMK ©niK jBBlfdfng

-‘OUNj. UfALCE. NewYonc

VUO^
A<«<U 4

March 2, 1998

The Honorable Kathleen A. McGinty.. Chair 

Couttcii on EnvironmentaJ Quality 

Executive Office of the President 
360 Old Executive Office Building 

Washington, DC 20500

Dear Ms, McGinty;

Convwionon 
On December 11, COP-3 adopted the Kvmn p ? . 

Framework December 
M j J997

rh *Framework
Convention on Climate Change (UNF(XC) 

targets for developad nations «reenhouse gas (GHG) emissions

h! 
Business is reviewing this ^gj^ent 

peredved economic impact on small bSsLT 

Committee on Small

J^^^^ction, based on the accord’s

Prorocof'*” "•« inform.,ion reearding u., Ky.m

for the existence of the

-h

ePA 3 
1>0 c. ■

phlomenoii^wiSed as GlSU 

' p^i WrSiS™ Kfnro Promoo, by dw
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Hou« ',°9^ Small Buatocsa, Ro„„ J3« 1 Rayb,

Comminee suffat 225-58^**'’"^®^® request, please contact Peter BrechteJ of the

Thank you for yo-ir.prompt attention to this matter

‘4^
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BY FACSIMILE

The Honorable Franklin D. Rainea 
Director
Office of Monagemont and Budget 
Wuhiagion. D. C 20503

The Honorable Kathleen A. McGinty 
Chair
Council on Enviroamental Quality
Washington, D. C 20502

Dear Director Raines and Chair McGlnty:

att^hed questions. In responding to this inquiry, plea^ each question

I of the iafonnalion to the Subcomniirtee.
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■ni«nk you for ooop««i„„ l„ Urn nutter.

Sincerely,

I>avi<iM.Mclatosh
Chaiiman
Sutwmj^ttcc on National Economic Growth 

Natural Reaources. and Re^MojyAfr^j '

cc; Tbs Honorable Dan Bwon. Cbainnaa 

Commmeo on Government Reform and 

Ovmight

Tht Honorable John Tierney, RwJdng Member 

Natural Reaourcca. and ReguEconomilatory c AflGrowiur t̂h.

The Honorable Henry Wartman. Ranking 

Member Conmuttee on Government Refonn and 

OveiSg^
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Febmaiy26, 1998

The Honorable Kathleen A. McGinty 
Chair
Council on Environmental Quality 
Room 360
Old Executive Office Building 
Washington, D.C. 20503

Dear Ms. McGinty:

I wish to express my sincere appreciation for your testimony during the February 4, 1998 Committee on 
Science "The Road from Kyoto—Part 1: Where Are We, Where Are We Going, and How Do We Get 
There?” hearing.

Enclosed arc additional questions from Members of the Committee, as well as a copy of the hearing 
transcript. Your responses will be published as part of the official record of the hearing. In addition to a 
hard copy of your answers, the Committee requires an additional copy, including any supporting 
graphs or charts, saved on a DOS formatted 3.5 inch diskette, in either Word Perfect, Word or ASCII 
text. Please send your responses to Ms. Sarah Monahan of the Committee staff. If you prefer, you 
may E-mail your responses to sarah.monahan(@niail.housc.gov.

I would appreciate receiving your responses to the enclosed quest s by Thursday, March 19,1998.

Also enclosed is a copy of the verbatim transcript for your review. The Committee’s rule pertaining to the 
printing of transcripts is as follows:

The transcripts... shall be published in verbatim form, with the material requested for 
the record, as appropriate. Any requests to correct any errors, other than 
transcription, shall be appended to the record, and the appropriate place where the 
change is requested will be footnoted.

The complete revisions to the transcripts submitted for the record must be received by Thursday, March 12, 
1998, and should be sent to Ms. Sarah Monalian, Subcommittee on Energy and Environment, H2-389 Ford 
House Office Building, Washington, DC 20515. Ifvou have any questions please contact Ms Monahan at 
(202) 225-9662.
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The Honorable Kathleen A. McGinty 
February 26,1998 
Page two

Thank you again for making this hearing successful. Once die transcript has been completed raid published, 
a copy will be forwarded to you.

Sincerely,

F. JAMES 
Chairman

FJS:hlw

RENNER, JR.
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COMMITTEE ON SCIENCE 
U.S. HOUSE OF REPRESENTATIVES

Hearing
on

The Road from Kyoto—Part 1:

'Where Are We, Where Are We Going, and How Do We Get There?

Wednesday, February 4,1998

Post-Hearing Questions 
Submitted to

The Honorable Kathleen A. McGinty 
Chair

Council on Environmental Quality 

Post-Hearing Questions Submitted bv Chairman Sensenbrenner 

PcKumentation of 1997 Temperature Statistics 

1. On page 1 of your written testimony, you state; 6"
“Based on extensive ground-based measurements, the National Oceanic and Atmospheric 
Administration (NOAA) — our lead national agency for collecting weather statistics -- 
reported that 1997 was the warmest year based on records that date back over a century. 
While the temperature in any one year cannot prove or disprove anything about global 
warming, this year’s statistics, further confirmed by two other sources of iitformation 
about global surface temperatures (the Goddard Institute for Space Studies/NASA and the 
researchers at East Anglia University in the U.K.), follow a clearly emerging pattern. The 
nine warmest years of the century have occurred in the past 11 years.”

1.1 Please provide a copy of NOAA report and accompanying data/statistics referred 
to in your statement above.

1.2 Please provide a copy of the Goddard Institute for Space Studies/NASA 
confirmation and accompanying data/statistics referred to in your statement above.

1.3 Please provide a copy of the East Anglia University confirmation and 
accompanying data/statistics referred to in your statement above.

1.4 Please document your statement that “The nine warmest years of the century have 
occurred in the past 11 years.”
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Wednesday, February 4, 1998, Post-Hearing Questions Submitted to the Honorable Kathleen A. McGinty 
Page 2 of 15"

Tf«mperature Record: Land-Based Versus Satellite Data (f-
2. Your testimony refers to the recent aruiouncement that 1997 was the warmest year In the 

temperature record. However, the land-based temperature data do no comport with 
satellite data, which show a slight cooling trends (-0.05®C per decade) over the last 19 
years. In fact, 1997 was the S*** coolest year in the satellite record, just slightly less than 
the 19-year average. How do you explwn the discrepancy between these two data sets?

The Lancet Study on Particulate Matter-Related Health Impacts of Greenhouse Gas Mitipntinn 
and Reduction in Deaths and Greenhouse Gas Emissions Doe to EPA*s Recently Promulgated 
Fine Particulate Standard
3. On page 2 of your written testimony, you state: ^ ^

“A second development relates to a study published in November in the medical 
journal Lancet. Most studies have examined the impacts of climate change on human 
health in terms of increased fatalities due to heat stress or the spread of infectious diseases. 
While by themselves, these areas represent considerable human health risks, this new study 
by the Working Group on Public Health and Fossil Fuel Combustion looked at the short­
term impacts on mortality from air-borne particulate matter assuming no changes in 
estimates of energy use from fossil fuels. The analysis found that an estimated 8 million 
deaths globally due to exposure to fine particulates could be avoided between 2000 and 
2020 if substantial steps were taken to limit greenhouse gas emissions from burning fossil 
fuels. In the United States alone, the study reports that thousands of deaths annually 
could be avoided during the 2000-2020 period. This study presents an important near- 
term benefit from actions to reduce greenhouse gas emissions that must be considered in 
addition to the long-term benefits of avoiding climatic disruptions. EPA’s recently 
promulgated fine particulate standard begins to address this public health concern and 
should result in both some reductions in greenhouse gas emissions along with reducing the 
number of deaths associated with exposure to fine particulates.”

3.1 Please provide a copy of The Lancet article referred to above.

3.2 What level of reductions in greenhouse gas emissions and in the number of deaths 
associated with exposure to fine particles will result from EPA’s recently 
promulgated fine particulate standard, begins to address this public health concern 
and should result in both some reductions in greenhouse gas emissions along with 
reducing the number of deaths associated with exposure to fine particles."

3.3 Please document the figures provided in the response to question 3.2 above.
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Wednesday, February 4, 1998, Post-Hearing Questions Submitted to the Honorable Kathleen A. McGinty 
Page 3 of 15

The Kyoto Protocol and the Rate of Increase of the Build-Up of Greenhouse Gases in the
Atmosphere and the Corresponding Temperature Changes

4. On page .2 of your written testimony, you also state:

“Although the agreement reached in Kyoto will not reverse the build-up of
greenhouse gases in the atmosphere, it wall begin slowing the rate of increase.”

4.1 How much will the Kyoto Protocol slow the rate of increase of the build-up of 
greenhouse gases in the atmosphere?

4.2 What is the estimate of the atmospheric concentrations of each of the six 
greenhouse gases in each of the years 2050 and 2100, and what is the estimate of 
the corresponding wanning due to those increased concentrations in the absence of 
the Kyoto Protocol?

4.3 What is the estimate of the atmospheric concentrations of each of the six 
greenhouse gases in each of the years 2050 and 2100, and what is the estimate of 
the corresponding warming due to those increased concentrations if the terms of 
the Kyoto Protocol are met?

Submission of the Kyoto Protocol to the Senate for Ratification and “Meaningful Participation bv
Key Developing Countries’*

5. On page 2 of your written testimony, you also state:

“The President has made it clear that he does not intend to send the Kyoto
Protocol to the Senate for ratification until we have achieved meaningful participation by
key developing countries.”

5.1 Which developing nations are “key?”

5.2 What does “meaningful participation" mean and what will the United States seek 
from developing countries? Please be specific about the kinds of limitations, 
reductions, or other obligations that the United States will be seeking in 
negotiations and discussions.

5.3 Please explain all of the considerations that bear on the issue of when the President 
will submit the Kyoto Protocol to the Senate for ratification.
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5.4 Before the President submits the Kyoto Protocol to the Senate for ratification, do 
“key” developing countries have to make legally binding, quantitative 
commitments to limit the growth of their greenhouse gas emissions, and if so, 
which countries would have to make such commitments?

5.5 Whatever it is that “key” developing countries have to do before the President 
submits the Kyoto Protocol to the Senate for ratification, will it satisfy the 
Administration’s requirement if it is done by means of a bilateral or multilateral 
agreement with the United States that is not in the form of a new protocol or an 
amendment to the Convention or to the Kyoto Protocol?

Sipning of the Kyoto Protocol

6. Will the President, or the Vice President, or another person with the authority to do so 
sign the Kyoto Protocol as it currently exists and if so, when the signing take place?

7, If your answer to question 6 above is not definitive, please explain all of the considerations 
that bear on the issue of whether or when the President, or the Vice President, or another 
person with the authority to do so will sign the Kyoto Protocol.

U S Reductions of Greenhouse Gas Emission Required bv the Kyoto Protocol/Emissions Trading

8, On page 3 of your written testimony, you state:

9.

FPA

“Ultimately, the U.S. agreed to a target of a 7% reduction from baseline levels. 
Given the changes in the definition of the baseline for the three long-lived chemical 
compounds (HFCs, PFCs and SF6) from 1990 to 1995 combined with a change in the way 
sinks are accounted for in the baseline, the actual reduction required in the U.S. is no more 
than 2-3% more than the President originally proposed as the U.S. negotiating position."

Please provide a detailed calculation, including a listing of all assumptions that verifies 
your statement that “the aaual reduction required in the U.S. is no more than 2-3% more 
than the President originally proposed as the U.S. negotiating position.”

What is the actual reduction in emissions within the borders of the United States would 
have to be to meet the U.S. obligation as outlined in the treaty and what data uncertainties 
still exist Avith respect to calculating this number?
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10. Article 6.1(d) of the Kyoto Protocol states that “The acquisition of emission reduction
units shall be supplemental to domestic actions for the purposed of meeting the
commitments under Article 3 [of the Protocol]”

10,1 W^at does this mean?

10 2

10,3

Since Russia and the Ukraine will be substantially below their emission targets in
the Protocol, they can sell large amounts of emissions credits. Why should the
American public be willing to underwrite the transfer of what could be billions of
dollars to those nations so the United States could reach its emissions reduction
targets?

What is the Administration assuming about the proportion of our reductions that 
can be met through these means, and what is the limit acceptable within the terms 
of the Protocol?

International Emissions Trading and the Costs of Kyoto Protocol Compliance 

On page 4 of your written testimony, you state:11.

“A number of studies have suggested that the costs of compliance can be significantly
reduced if flexible implementation is permitted.”

Please provide for the record a copy of each of the studies referred to in your statement”

Clean Development Mechanism

12. On page 4 of your written testimony, you also state:

“Clean Development Mechanism: Under this innovative provision, developed 
countries will be able to use certified reductions from project activities in developmg 
countries to contribute to compliance with greenhouse gas reduction targets. This 
provides both a mechanism to secure low cost reductions throughout the world and a 
powerful economic incentive to lead developing countries toward more climate-fiiendly 
technologies. This represents an important avenue for developing country actions to 
reduce emissions in cooperation with U.S. private sector firms that have the technology, 
resources and know-how to make such reductions in ways that save energy, reduce 
emissions and improve performance. This provision effectively embodies the U.S. 
proposal for Joint implementation with credit for activities in developing countries. It also 
provides, again at U.S. insistence, an incentive for early action by permitting credit for 
reductions that occur beginning in the year 2000.”
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12.1 Article 12 of the Kyoto Protocol, which establishes the Clean Development 
Mechanism, appears to have potential for creating a huge bureaucracy inserted 
between the investing and the recipient countries. Why did the Administration 
agree to such an arrangement?

12.2 Why is there a need for such an institutional mechanism for jomt implementation 
(Jl) projects?

»
12.3 Under the Kyoto Protocol, what would be the status of existing and pending 

bilateral Jl projeas promoted by the U.S. Initiative on Joint Implementation?

12.4 What is the Administration’s position on Jl going into the November 1998 
negotiations with respect to how this Clean Development Mechanism should 
work?

12.5 What criteria would you expect for projects that qualify for Clean Development 
Mechanism financing?

12.6 How would emissions credits under the Clean Development Mechanism be 
allocated to contributing/investing countries or entities?

12.7 Isn’t Clean Development Mechanism another form of foreign assistance by another 
name, only funded by the private sector, and if not, why not?

F.mission from the Military

13. On page 4 of your written testimony, you also state;

“Emissions fi'om the Military: The U.S. obtained agreement on its proposal for an 
exemption for emissions firom multilateral operations pursuant to the United Nations 
charter. This decision will ensure that nations do not hold back from participating in 
humanitarian, peacekeeping and other operations due to concerns about greenhouse gas 
emissions.”

13.1 Please cite the specific text of the Kyoto Protocol that provides such an 
exemption.

13.2 Are unilateral operations subject to the terms of the Kyoto Protocol? If your 
answer is no, please cite the specific Protocol text that provides that unilateral 
operations are not subject to the Protocol.
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13.3 To be more specific, if the Kyoto Protocol was in force would unilateral military 
action by the United States against Iraq be subject to its terms? If your answer is 
no, please cite the specific Protocol text that provides that unilateral military action 
by the United States against Iraq would not be subject to the Protocol.

13.4 If unilateral military action were subject to the terms of the Kyoto Protocol, what 
would be the national security implications?

13.5 Will domestic emissions firom military training exercises be counted against the 
U.S., and if so, what are the implications for our military readiness?

13.6 Concerning U.S. troops stationed overseas, will emissions fi’om training and 
operations be counted against the host country or the U.S.? And if the host 
country, does that mean that U.S. troops overseas will be subjected to greater 
control by the host country, and how will this affect readiness?

President’s FY 1999 Budget Tax Credits for Highly Fuel Efficient Vehicles

14. On page 5 of your written testimony, you state:

“Tax credits for highly fuel efficient vehicles: This credit would be $4,000 for each vehicle
that gets three times the base fuel economy for its class beginning in 2003. A credit of
$3,000 would be available beginning in 2000 for vehicles that get double the base fuel
economy for its class. These credits would be available to Jump start these markets and
would be phased out over time.”

Please specify—by year—the greenhouse gas rcduaions expected to be achieved through
the application of the tax credit for highly fuel efficient vehicles.

President’s FY 1999 Budget Tax Credits for Energy Efficient Eouioment /

9^^

15. On page 5 of your written testimony, you also state:

“Tax credits for energy efficient equipment: These credits (all of which are subject to
caps) would include a 20% credit (subject to a cap) for purchasing certain types of highly
efficient building equipment, a 15% credit for the purchase of solar rooftop systems, and a
10% credit for the purchase of highly efficient combined heat and power systems.”

Please specify—by year and by tax credit—the greenhouse gas reductions expected to be
achieved through the application of the tax credits for energy efficient equipment.
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President's FY 1999 Budget Proposal for Two New Partnerships for Heavy Trucks and Light 
Trucks, including Sport-Utilitv Vehicles . '

16. On pagei of your written testimony, you also state: [J^

“Two new partnerships are proposed for heavy trucks and light trucks, including sport- 
utility vehicles.”

Please describe these two new partnerships in detail, including funding, duration, 
participants, and cost-sharing requirements.

17. On page 6 of your written testimony, you state: '

Fuel Efficient Vehicles

“Fuel Efficient Vehicles; At the recent automobile show in Detroit, General Motors (GM) 
announced four passenger hybrid electric and fuel cell vehicles that can achieve fuel 
efficiency of up to 80 miles per gallon - production prototypes of which could be 
available in 2001 and 2004. Ford also unveiled a prototype of a mid-size high efficiency 
sedan that achieves 63 miles per gallon uMng an advanced diesel engine. Ford also plans 
to develop hybrid electric and fircl cell versions of this prototype. Chrysler unveiled its 
full-size experimental hybrid electric vehicle with a projected 70 miles per gallon fuel 
economy. These technological advances were made possible through the efforts of the 
Partnership for a New Generation of Vehicles between the Administration, U.S. auto 
companies, and their suppliers.”

Please document your statement that “These technological advances were made possible 
through the efforts of the Partnership for a New Generation of Vehicles between the 
Administration, U.S. auto companies, and their suppliers.”

Compressed Air Challenge

18. On page 6 of your written testimony, you also state;

“Compressed Air Challenge: Air compressors represents about 3% of total industrial 
electricity use and 1% of total U.S. electricity consumption. In mid-January, DOE and 
major equipment manufacturers announced a new agreement aimed at significantly 
enhancing efficiency in this sector. Under the agreement, changes in equipment and 
operating practices are anticipated to reduce energy use in this category by 10% by 2010 
at a cost savings of $150 million per year while reducing greenhouse gases by 700,000 
metric tones of carbon.”
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18 .1 Please provide a listing of the participants of the Compressed Air Challenge.

18.2 Please provide the FY 1998 and proposed FY 1999 funding for the Compressed 
Air Challenge.

18.3 Please document your statement that “Under the agreement, changes in equipment 
and operating practices are anticipated to reduce energy use in this category by 
10% by 2010 at a cost savings of $150 million per year while reducing greenhouse 
gases by 700,000 metric tones of carbon.”

BP Solar Opening

19. On page 6 of your written testimony, you also state;

“BP Solar Opening; Last Friday, BP Solar opened its first manufacturing plant in the
United States. Located outside San Francisco, the Vice President flipped a switch to start
the plant. This facility vrill produce a new generation of thin film photovoltaic cells.
Spurred by DOE's recently announced Million Solar Roof Initiative, planned plant
expansions and openings by other solar cell manufacturers, as well as the President’s
budget request for enhanced funding for renewable technologies, demonstrate that eflfons
to increase market penetration based on harnessing the sun’s energy are now making
significant advances. In fact, the Vice President was able to announce that the private
partners in the Million Solar Roofs Initiative have already announced plans for well over
half the solar panels needed to get to our goal-a full ten years early.”

19.1 Why did the Vice President “flip the switch” to start a foreign-owned
manufacturing plant? Has the Vice President ever “flipped the switch” to start a 
domestic-owned manufacturing plant?

19.2 Please provide documentation for your statement that “the private partners in the 
Million Solar Roofs Initiative have already announced plans for well over half the 
solar panels needed to get to our goal-a fUll ten years early.”

19.3 If indeed “the private partners in the Million Solar Roofs Initiative have already 
announced plans for well over half the solar panels needed to get to our goal-a 
full ten years early” in the absence of taxpayer subsidies, then why is the 
Administration proposing that taxpayers now subsidize that effort?
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VCR/TV Fnergy Star Program

20. On page 6 of your written testimony, you also state:
3)5i

“VCR/TV Energy Star Program; TV and VCRs represent one of the fastest growing 
sources of electricity demand. Consumers spend over S1 billion annually to power VCRs 
and TVS that are switched off In early January the Vice President announced a 
pathbreaking partnership between EPA and the major manufacturers of these electronic 
goods. The program is quite ambitious with a goal of achieving up to a 70% reduction in 
energy use when the equipment is turned off without sacrificing product quality, utility or 
increasing costs. The average household could cut its energy bills by 30% or $400 per 
year by switching to the full line of Energy Star products.”

20.1 Please identify the TV and VCR manufacturers participating in this partnership.

20.2 Please document the statement that “The average household could cut its energy 
bills by 30% or $400 per year by switching to the full line of Energy Star 
products.”

Administration’s Economic Analysis of the Impact of the Targets Reached in Kyoto

21. F'mally, on page 6 of your written testimony, you state; C
“The Administration is working on a more detailed economic analysis of the impact of the 
targets reached in Kyoto. Council of Economic Advisers Chair Janet Yellen will be 
prepared to discuss the analysis at a hearing next week before the Senate Foreign 
Relations Committee.”

Please provide a copy of that “more detailed economic analysis” for the record. 

Administration Plans for Legislation and Regulations

22 In the President's State of the Union Address and in the Budget he submitted to the 
Congress on February 2, there were provisions for federal research and development 
expenditures and for certain tax incentives for the purpose of reducing U.S. greenhouse 
gas emissions.

22.1 What is the reason the President has made those proposals prior to his signing the 
Kyoto Protocol and prior to his submitting the Protocol to the Senate for its advice 
and consent?
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22.2 Is the Administration contemplating submitting to Congress any other legislative 
proposals, or is it contemplating proposing any new or amended regulations, any 
of which are intended to reduce U.S. greenhouse gas emissions, prior to the 
President’s signing the Kyoto Protocol and submitting it to the Senate for its 
advice and consent? If so, please describe the substance of any such legislative or 
regulatory proposals that are being contemplated?

23. Has any Department or agency of the Executive Branch, or any interagency body, been
given the responsibility to develop potential proposals for legislation or regulations that
would be intended to facilitate compliance by the United States with the Kyoto Protocol if > ^
the Protocol ever were to become binding on this nation? ^

23.1 If your answer is yes, please identify the Departments, agencies, or interagency
body; and, if it is an interagency body, who is the head of it.

If there is no interagency body, who in the Executive Branch has the responsibility 
to coordinate or review these efforts for the purpose of making recommendations 
to the President?

Entry Into Force

24. It will require ratification by 55 countries, representing 55% of developed country
greenhouse gas emissions, for the treaty to enter into force. The United States accounts
for nearly 40% of these emissions.

24.1 Do you see any chance that the treaty would enter into forctif the United States 
does not ratify it?

24.2 Do you expect other countries ratify the treaty if the United States does not, and if 
so, which countries?

24.3 What is the earliest you would expect the treaty to enter into force if the United 
States does not ratify it?

24.4 If there is a prolonged delay in entry into force, what are the consequences for this 
treaty? For climate change?
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Contradictions between the Kyoto Protocol and the Montreal Protocol

25. Among the six gases to be limited under the Kyoto Protocol are substitutes for 
chloroQuorocarbons (CFCs) that deplete the stratospheric ozone layer. Therefore, the 
world’s nations have agreed under the Montreal Protocol (to reduce ozone depleting 
chemicals) that they will seek the use of these substitutes, yet under the Kyoto Protocol 
they seek to limit use of the substitutes.

f

25.1 How will this contradiction be dealt with?

25.2 What will the United States do to reconcile these opposing goals?

Electricity Restructuring and Emissions Reductions

26. The Administration has suggested on several occasions that electricity restructuring is one 
of the means by which the United States will reduce its emissions of greenhouse gases 
because it will result in greater efficiency and therefore lower emissions of greenhouse 
gases. However, the October 1997 report by the Energy Information Administration 
(EIA), An Ana/ysis of Carbon Stabilization Cases, projects more emissions of carbon 
dioxide—not less—as a direct result of currently develop^ state restructuring efforts.

26.1 How do you explain this apparent direct contradiction?

26.2 If the Administration had counted on reductions in emissions from electricity 
restructuring, and if on the other hand, EIA is right that state restructuring efforts 
will result in higher levels of emissions, then how Avill this affect your calculus of 
how the United States will m^t emission reduction targets?

26.3 When is the Administration releasing its electricity restructuring proposal? 

Compliance and Enforcement

27. The Kyoto Protocol is very vague with respect to compliance and enforcement.

11. \ Is the November 1998 meeting in Buenos Aires going to address these issues” 
Will specific compliance guidelines result from that meeting?

27.2 What is Administration’s position on what those guidelines should be?
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27.3 How does the Administration propose to enforce any such compliance guidelines 
in the United States, ad how can verification and enforcement in other countries be 
achieved?

Greenhouse Gas ‘‘Sinks 

28. It seems unclear in the Kyoto agreement what will qualify as a greenhouse gas sink—what
kinds of forests, forest projects, land use changes or management, etc.

28.1 Please explain the U.S. position on what could constitute a sink, and how they
should be counted in assessing our reductions in the greenhouse gas emissions.

28.2 What proportion of U.S. emissions could be offset by these sinks?

Roles of the Council on Environmental Quality (CEQ) and the Chair of CEQ in the Development 
of the Administration's Climate Chance Policy and in the Kyoto Protocol Negotiations

29. Elease describe the roles played by the Council on Environmental Quality (CEQ) and the
Chair of CEQ in developing; ^

29.1 The statement of the Admiru'stration’s climate change policies in the President’s
October 22, 1997 speech at the National Geographic Society.

29.2 The Administration’s policy approach to, and strategies concerning, the 
international climate-change negotiations during the period between the 
President's October speech and the first day of the Kyoto Conference (December 
I, 1997); and

29.3 The Administration’s policy approach to, and the strategies concerning, the 
international climate-change negotiations in Kyoto.

White House Task Force on Climate Change 

30.
rc

When was the White House Task Force on Climate Change established and what its 
purpose?

31. Please provide a list of all staff and members of the White House Task Force on Climate
Change—including dctailees from other Executive agencies, consultants, etc.—from its
date of establishment to the present.
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Post-Hearing Questions Submitted by Representative Roscoe G. Bartlett fR-MDl

Rnie of Power in Reduction of Carbon Dioxide Emissions

1. It the Administration feels that carbon dioxide (CO2) production is such a menace to our 
society, why is it not more vigorously proposing an increase in the use of nuclear power 
production, since that produces no CO2?

Global Wanning ' ^

2. Why does the Administration believe that the modest increase in mean global temperatures 
over the past century (about 1 degree) is not due to normal fluctuations in the Earth’s 
climate, rather than signaling a permanent “global warming”?

3. If we’re moving to global warming, so what? In the past, the Earth has been much 
warmer than today, and Russia and Canada may not be all adverse to a' bit of global 
warming. There will be winners and losers, but in terms of a global perspective, so what if 
we’re having a bit of global warming?

4. The oceans are enormous sinks for CO2. What can be done to enhance the effectiveness 
of oceans as carbon sinks?

Post-Hearing Questions Submitted bv Minority Members

Discrepancies Among Economic Analyses of the Costs of Complying with the Kyoto Protocol

1. Most of the witnesses today have cited various economic studies that purport to show the 
cost of complying with the Kyoto Protocol. Some of these studies seem to suggest that 
the costs will be minimal and painless, or even result in net economic benefits. Other 
studies cited seem to show just the exact opposite: that compliance costs will be 
staggering and result in Job losses and economic stagnation. What accounts for such 
wide discrepancies in these economic analyses?

Relationship of U.S. Commitments Under the Kyoto Protocol to Changes Caused by Electricity 
Rygtmcturing and Implementation of the New. More Stringent. Clean Air Act Requirements

2. The energy industry is already facing challenges in meeting changes caused by electricity 
restructuring and implementation of the new, more stringent. Clean Air Act requirements. 
How will the proposed U.S. commitments under the Kyoto protocol relate to those on­
going efforts?
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jv4ilitarv/National Security Implications of the Kyoto Protocol 

3 Does the Kyoto agreement in any way interfere with the ability of the U.S. military to 
carry out any military mission or protect our national security? . • , " V

Administration’s Intentions to Implement the Kyoto Protocol in the Absence of Sraate^^^^^

Ratification ^ '

4. The President has proposed a $6 billion R&D and tax credit program to begin to reduce .
greerdtouse gas emissions. Does this mean that the Administration intends to proceed
with implementation, even though the treaty by the Administration’s own admission does
not meet the President’s requirements, and despite the lack of Senate ratification?
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STATEMENT OF THE HONORABLE DAN SCHAEFER 
SUBCOMMITTEE ON ENERGY AND POWER

HEARING ON THE KYOTO PROTOCOL AND ITS ECONOMIC IMPLICATIONS

MARCH 4, 1998

I'd like to welcome everyone to today's hearing on the Kyoto Protocol and its 

economic Implications.

Unfortunately, after 6 hearings, my concerns about where the Administration 
is headed with this agreement seem to increase rather than decrease with every time 
we have an opportunity to look closely at the domestic implications of this Issue.

Today I hope to focus my questions on the results of the economic analysis 
contained in the prepared testimony for today. Last July, the Administration released 
a document at least 59 people across the Administration spent nearly two years 
developing. That economic analysis determined the cost of stabilizing greenhouse gas 
emissions to 1990 levels by the year 2010 would require the equivalent of a $95 per 
ton carbon tax. The day that document was made public the Administration called it 
a "flawed" effort.

Today we are presented with the result of analysis conducted, I presume. In the 
three months post-Kyoto that, apparently using at least one of the same models used 
in the previous analysis, produces vastly different results for a more ambitious target, 
$14-23 per ton of carbon.

What disturbs me the most about this outcome is it appears to be based on 
assumptions about the outcome of future negotiations that may never materialize. To



SENT BY: 3-10-98 ;ll;21AM 202 395 6958;# 3/ 3

be specific: according to Ms. Yellen's testimony, the cost of complying with the Kyoto 
Protocol is reduced between 50 and 75 per cent if there is efficient international 
emissions trading. However, the details of emissions trading are, unfortunately one 
of the things the Administration has left to work out in a future negotiation. And other 
parties to this agreement and non-govemmental groups are already positioning 
themselves to place as many restrictions as possible on emissions trading. In this 
context. I would rernind you of the history of joint implementation. The Rio Treaty 
provides for it, but in subsequent negotiations the promise it held for significantly
reducing costs of compliance proved hollow when it was limited to developed 
countries only.

Similarly, Ms. Yellen's testimony notes that the cost of compliance is further 
reduced if we can secure full participation by developing countries in the emissions 
trading markets. I am extremely disturbed if this was relied upon to reach the cost 
prediction in today's testimony because with respect to meaningful developing country 
commitments under the Kyoto Protocol: it is a done deal and they don't have any.

In order for us to fully analyze the Administration's economic analysis and the 
assumptions used, I am formally requesting that the Administration provide to this 
Subcornmittee, no later than two weeks from today, the complete analysis of the 
conclusions presented in today's testimony, any other economic analysis that was 
done that reached different conclusions, and I ask that the Administration send its 
analysis out for peer review. The reason why understanding this analysis is so 
important was highlighted in an article that appeared in the Washington Post this 
morning: Robert Stavins, an economist at Harvard noted: the impact can be relatively 
small If done in the smartest possible way. "But if we don't do it that way it will cost 
10 times what the Administration is saying."

Finally, I am pleased that the Administration is supportive of the idea of 
e ectricity restructuring. I too believe it will bring real savings to electricity consumers 
Unfortunately, ,t is becoming clear to me that the Administration support restructuring 
as a way to mask the costs of complying with this treaty from American consumers. 
As I stated at the last hearing I would like the benefits of restructuring to flow to the 
consumers and not be spent buying emissions credits from a foreign government.

I hope today the Administration can answer our questions about the agreement 
n a straightforward manner. I look forward to the testimony and exploring all of these 
issues during the question and answer period.

Thank you.
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March 6.1998

BY FACSIMILE

The Honorable Franklin D. Raines 
Director
Office of Management and Budget 
Washington, D. C. 20503

The Honorable Kathleen A. McGinty 
Chair
Council on Environmental Quality 
Washington, D. C. 20502

Dear Director Raines and Chair McGinty:

The Subcommittee on National Economic Growth, Natural Resources, and Regulatory 
Affairs is conducting an inquiry concerning the economic, legal, and regulatory unplications of 
the Administration’s efforts to jump-start the process of reducing greenhouse gas emissions 

under tihe tcims of the Kyoto Protocol.

Pursuant to the Constitution and Rules X and XI of the United States House of 
Representatives, please provide the Subcommittee with detailed information in response to the 
attached questions. In responding to this inquiry, please rcs^ each question and subpart with 
each of your answers, and please follow the definitions and instructions concerning the 

production of records on the attached page.

Please provide your responses to the written questions and requests for production of 
records by March 20,1998 to the Subcommittee’s office in Room B-377 Rayburn. In addition, 
please contact Larisa Dobriansky, Senior Counsel, at (202) 225-^07 as soon as practicable to 
coordinate the timely production of the information to the Subcommittee.
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Thank you for your cooperation in this matter.

Sincerely,

David M. McIntosh 
Chairman
Subcommittee on National Economic Growth, 

Natural Resources, and Regulatory Affairs

cc: The Honorable Dan Burton, Chairman
Committee on Government Reform and Oversight

The Honorable John Tierney, Ranking Member 
Subcommittee on National Economic Growth, 

Natural Resources, and Regulatory Affairs

The Honorable Henry Waxman, Ranking Member 
Committee on Govermnent Reform and Oversight
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Questions on the Administration’s Global Climate Change Policy Actions

IMPLEMENTATION WITHOUT RATIFICATION

“We have no intention through the back door or anything else, without Senate 
confirmation, of trying to impose or take any steps to impose what would be 
binding restrictions on our companies, on our industry, on our business, on our 
agriculture, on our cotnerce, or on our country, until and unless, the Senate of 
the United States says so.”

Statement of the Honorable Stuart E. Eizenstat 
Under Secretary of State for Economic, Business, and 
Agricultural Affairs
Before the U.S. Senate Committee on Foreign Relations 
February 1998

“Whether there is an agreement in Kyoto or not, the United States is prepared, 
under President Clinton’s leadership, to unilaterally take steps that we believe 
should be taken in order to deal with this problem.”

Statement of Vice President Gore 
December 1997

Unilateral Executive Actions on a Global Issue.

1. Given that the Kyoto Protocol seeks to address a global issue, isn’t it harmful to U.S. 
interests to proceed without the full participation of developing countries?

2. ' Besides being unconstitutional, isn’t it also premature and possibly counterproductive for
the United States to take unilateral executive branch action, without ratification, when the 
Administration has characterized the Protocol as a “work in progress”?

A Budget Request without Justification or RatiGcation.

3. How can the Administration claim that its proposed Climate Change Technology 
Initiative fccTI) is not intended to implement the Kyoto Protocol, when this initiative has been 
marte an integral part of the President’s Global Climate Change Initiative, and the initiative is 

specifically designed to alter market behavior in furtherance of the treaty’s emissions reductions 

targets?

4a. In a hearing before the Senate Foreign Relations Committee on February 11,1998, Under
Secretary of State Eizenstat testified that the tax incentives and research funding that the 
President requested in his Fiscal Year (FY) 1999 Budget proposal are necessary to place the U.S- 
in a “positjion where we will be further down the road and won’t have to make the kind of drastic
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reductions that otherwise might be called for.” Please provide all of the economic data and 
analyses upon which the Administration relied for this detenninadon. As to any analysis, please 
identify who prepared it and provide all records containing comments by other federal agencies 
on the drafts.

4b. Explain why the President decided to request $6.3 billion in his budget proposal 
instead of the $5 billion that he stated be would seek at the time that he announced his Climate 
Change Alction Proposal on October 22,1997. Was this decision affected by the fact that the 
Administration agreed at Kyoto to commit the U.S. to redufcing greenhouse emissions by 1% 
below 1990 levels rather than stabilizing emissions at 1990 levels?

5a. Article 3.2 of the Kyoto Protocol states: “Each Party included in Annex I, by 2005. shall
have made demonstrable progress in achieving its commitments under this Protocol.” Please 
explain how the Administration is interpreting this provision of the treaty.

5b. Does the Administration believe that its Global Climate Change Initiative, 
including the CCl'I, will enable the U.S. to make demonstrable progress in achieving its 
commitments under the Kyoto Protocol?

5c. Pleqse provide and document the Administration’s armual performance measures 
for its 5-ycar Climate Change Technology Initiative (CCii). In this regard, provide the 
following: the 1990 U.S. emissions level, data on actual emissions reductions for Fiscal Year 
1997, and then projected emissions reductions beginning with Fiscal Year 1997 and then for each 
year up to and including Rscal Year 2003.

5<L Please specify the annual greenhouse gas emissions reductions that the 
Administration estimates will occur between FY 1999 and FY 2005 from implementing each 
element of its Global Climate Change Initiative.

6a. The Administration has maintained that the CCTI is a “no-regrets” proposal; that is, 
regardless of whether or not there is a real threat of global warming, this proposal is justified on 
its own merits as good energy and environmental policy. In view of this claim, please 
demonstrate the need for this initiative based on reasons other than facilitating greenhouse gas 
emissions reductions.

6b. In this regard, provide the environmental and economic data and analyses that 
support this request on its own merits.

6c. Can the Administration point to a significant market failure or demonstrate a 
compelling public need that necessitates $3.6 billion of new tax incentives and a 73 percent 
increase in funding to accelerate the development and diffusion of more energy efficient 
technology? According to OECD data, U. S. energy efficiency since 1980has improved more 
than that of most industrialized countries.
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Please provide a detailed explanation of and produce all records indicating the 
aliemativ! policy options that the Administration analyzed, including more broadly-based 
options, s ich as integrated pollution prevention, peiformancc-bascd regulation, and multi-media 
legulatioi, In this regard, did the Administration evaluate whether existing regulation may be a 
significant barrier to improving energy efficiency and the environment?

6cL Please explain in detail and fully document the cost-effectiveness of the 
Administiation’s proposal when compared to other available options for improving energy 
efficiency and the environment.

6f Please explain in and fully document the opportunity costs of committing 
such a sig lificant amount of our nation’s resources in this manner.

comraentj
As to any analysis provided, identify who prepared it and provide all records of 

by other federal agencies.

7. H< w realistic and achievable are the targets and timetables that the U.S. delegation agreed 
to at Kyot >, if it is necessary to take unilateral executive branch actions prior to Senate 
ratificatio i in order •‘to get us in a position where we will be further down the road and won’t 
have to m ike the kind of ^rastic reductions that otherwise might be called for”?

8. Ui der section 102 of the National Enviroiunental Policy Act, the federal government is
required t • provide a detailed environmental impact statement (EIS) and to follow specified 
procedure i for review and comment whenever it is recommending to Congress legislation that 
“affects til i quality of the human environment”. Please provide any EIS (or draft EIS, if not 
finalized) that was prepared in connection with the Administration’s requests for tax incentives 
aTyt research funding to facilitate greenhouse gas emission reductious. With respect to any EIS, 
identify who prepared the document and provide all records of written and oral comments from 

other federal agencies. __

The Inescapable Regulatory Backdoor.

9. In its 1997 U. S. Climate Action Report under the current Framcworic Convention on 
fiimatc. Change, the Administration made this statement: “Recognizing that even the most 
draconian measures would likely be insufficient to reverse the growth in greenhouse gases and 
return U.S. emissions to their 1990 levels by the year 2000, new U.S, efforts are focusing most 
intensively on the post-2(XX) period.” Based on this assessment, how can the President assert 
that the U. 3. commitments under the Kyoto Protocol are achievable with minimum economic 
costs? Pi )vidc any economic and legal analyses that demonstrate that U.S. obligations can be 
nn»r without constraining U.S. economic growth and without imposing onerous and costly 
regulation. Also, please provide two copies of the 1997 U.S. Climate Action Report.
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10a. ■ la testimony before the Senate Foreign Relations Committee on February 11,1998, 
Ambassador Eizenstat stated that the only legislation that would be required to enable the U.S. to 
abide by the Kyoto Protocol would be legislation authorizing emissions trading; otherwise, he 
indicated that the U.S. could rely on existing legislation. In this regard, please provide all legal 
and policy analyses performed by the State Department and other federal agencies on whether, 
and to what extent, new implementing legislation would be required to meet the U.S. 
commitments under the Kyoto treaty and provide all comments thereon by other agencies.

10b. Also, please provide any and all legal and policy analyses developed by the State 
Department or other federal agencies regarding the applicability and availability of existing 
legislation to implement the Protocol and all comments thereon by other agencies.

11. To the extent that analyses have been performed, describe any differences between the
; legislation and regulations that would have b^n needed to implement the President’s October 
i 1997 Climate Change Action Proposal and that which would be needed to implement the Kyo^o 

Protocol.

12. Is there an agency or interagency group that is developing recommendations on the need
for implementing legislation? If so, please identify the persons who have been charged with
coordinating this effort and the names of the agency representatives who are participating.

13a. Please identify all environmental and energy regulations that are being developed, have 
been proposed, or have been issued since 1992 that have or will have the effect of reducing 
greenhouse gas emissions (whether or not that is the intended purpose of the particular 
regulation). As to those regulations that are being developed or that have been proposed, 
provide an estimated timetable for each stage of the rulemaking.

' i
13b. Has 0MB or any other federal agency prepared, contracted to have prepared, or 

considered any studies that: (1) Have calculated the potential cumulative costs of environmental 
nnrt energy regulations thar are presently planned or being developed, have been proposed, or 
already have been issued since 1992 that have or will have the effect of reducing gipenhouse gas 
emissions (whether or not this is the intended purpose of the regulation); and (2) Have assessed 
the cumulative effects of these regulations, or any combination of them, on the U.S. energy 
system and economy? If so, please provide any such analyses and all federal agency comments 
op any drafts. If not, please indicate why this has not been done. This Subcommittee believes 
that this information is vitally needed and is requesting that such an analysis be performed.

13c. Please provide any analyses that have been performed or considered by the 
Administr^on concerning the potential combined effects on the U-S. economy and energy 
system of such Clean Air Act regulations, as the recently issued National Ambient Air Quality 
Standards for particailate matter and ozone, and regional haze proposal; the Admimstration's 
proposed measures'for implementing the requirements of the Kyoto Protocol; and its plaimed 
legislative proposal for restruemning the electrical industry.
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POUCIES WITHOUT ECONOMld: ANALYSIS

“By providing incentives for early action to reduce emissions, attacking domestic 
energy mefficicncics, and putdifg in place a market-based emissions trading system, 
wc can reach [our emission reduction targets] with minimum economic costs.

Statement of President Clinton 
Climate Change Proposal 
October 1997

The Administration’s Repeated FaUure to Conduct Economic Analysis.

14a. Given the significant economic costs projected by private sector studies, why did the ^ 
Administration abandon a year and a half-long effort to develop cost estimates of the l^ident s 
proposed poUcies to reduce greenhouse emissions? In testimony before the Houm Subco^ttec 
on EnSgy and Power on July 15,1997, the Chair of the CouncU of Econormc Advisers, Dr. Janet 
Yellei stated that President Clinton’s top priority since his first days in office “has been 
revital izing the U.S. economy, creating jobs, and investing in people and technology to enhance
iong-t xm growth.”

14b. How can the Administration defend its policy actions based on the results of 
climate models that must take into account significant uncertainties surrounding the ^^ects of 
human activities on the climate, yet nevertheless consider economic modeling to be ‘futile (Dr. 
Yellen’s expression at the House Commerce hearing on July 15,1997)?

15a. In testimony before the House Commerce Committee in 1997, former Und^ Secretary of 
State Timothy Wiith stated that an interagency “economics team” was formed to a^yze the 

impacts of climate change policies.

15b. Please provide the following background information regarding that group: when 
it was formed, the names of the participants and their agencies, the head of the team, the scope of 

the group’s responsibilities, and to whom the group reported.

15c. Please produce records of all meetings of this group and information on any 
workshops conducted. Also, produce aU analyses performed by the group and pro^dc all records 
of written or oral comments from other federal agencies on the team’s analyses and advice.

16. In developing its positions for the Conference in Kyoto, did the Administration at any 
point renew its efforts to estimate the costs of various policies to reduce greenhouse gas 
emissions? If so, please provide all economic analyses that were prepared for the Adir^tra on 
and the U.s. delegation to review. As to each analysis, please indicate who prepared the analys
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and provide all records containing comments from other federal agencies. If not, please explain 
fully why not.

17. Is there cunently in place an interagency body that is analyzing the economic impacts on
the U.S. of the mandatory restrictions specified in the Kyoto Protocol and evaluating alternative
domestic policies to achieve those requirements? If so, please provide the same type of
information about this group, as 'Well as produce the same type of docimicnts, which were
requested in question number 15 above with respect to the “economics team."

18. During its deliberations prior to Kyoto, did the Administration consider whether an
agreement to stabilize emissions at 1990 levels or to reduce emissions below 1990 levels would
result in lower economic prowrh‘> If so, how much lower economic growth did the
Administration consider as acceptable in exchange for a treaty that would have at best only a
marginal impact on reducing emissions? Please produce all records of such deliberations and all
economic arialyses and comments thereon (&om federal agencies and private parties) that the
Admiimtration considered.

19. If the Administration did not prepare cost estimates of the impacts on the U.S. economy
and tb i American people, how did the Administration determine its policy position first to
stabili: c emissions at 1990 levels by 2008-2012 and then later to deviate with confidence from
that pc sition and commit the U.S} to reducing emissions by 7 percent below 1990?

20. At what point prior to or during the negotiations, did the Administration decide that
emissions reductions ^low the 1990 baseline were acceptable? Who in the Administration and
in Conjgress were consulted in making ibis decision? Did the Administrarion examine any public 
or private analyses in reaching this decision? If so, identify and provide the analyses upon which 
the Administration relied, with all comments that were submitted by any federal agency.

21. If economic analyses were prepared intanally to support positions that the
Administration intended to take a t the Conference, why weren't these analyses made available to
Congress and the American publi:, who all have a right-to-know the potential
economic consequences of the Pi uident's climate change policies?

22. Did the Administration review any private sector analyses completed prior to Kyoto? If
so, please provide all records of comments thereon by federal agencies.

23. The Clinton Administration indicated its recognition of Senate Resolution 98 (the Byrd-
Hagel Resolution). Please describe in detail and document the steps that the Administration
already has taken and intends to t^ to 
Resolution.

assure compliance with each provision of that
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' No Cost/Benefit Analysis of the Kyoto Treaty.

24a. Please provide any and all analyses that the Administration or any federal agency 
prcparcd (or is preparing) of the costs and benefits of imposing on the U.S. the bmding target 
and timetables set forth in the Kyoto Protocol for reducing greenhouse gas emissions, taking into 
account the global implications of the way in which this agreement is structured. Also, please 

analyze and document the following:

24b. Whether the benefits of implementing this Protocol arc justified by the costs;

24c Evaluate the effectiveness of this agreement by comparing the marginal abatement
costs of the most plausible alternative scenarios for meeting the Kyoto targets, given the way m 
which this agreement is structured, with the marginal costs of other reasonable alternative
compliance schemes; ‘

24d. With respect to each scenario that is analyzed, identify the assumptions us^,
I explain any uncertainties concerning the assumptions, and examine the sensiti^ty of net benefits 
to the different compliance strategies, using a range of plausible assumptions about future 

economic development and about fundamental climate processes;

24e. Evaluate the opportunity costs of pursuing the Administratioa’s strategy for the 
abatement of greenhouse gas emissions under the terms of the treaty; and

24f Evaluate how the benefits and burdens of complying with this treaty would be 
distributed on the national and household levels, describing, among other things, the disparate 
regional and industrial sector impacts, and the effects on different income levels.

25a. In evaluating alternative scenarios, please examine the following.
i

25b. Compare the t conomic and environmental effects of not including developing 
countries in the effort to reduce global emissions (with the potential for bintog devetoped 
countries to even greater obUgatious. without limiting developing countries) against the effects ot 
addressing greenhouse gas mitigation on a global scale by the international commuruty.

25c. Compare the economic and environmental effects of complying within the 
timeframes set forth in the Kyoto Protocol with the effects of complying over a longer tunc 

period.
25<L Compare the impacts of reducing greenhouse emissions using intemation^ 

emissions trading, joint implementation, and the Qcan Development M^amsm ^ 

impacts of relying upon domestic emissions permit trading. In this ^
international trading scenarios; trading only between Annex I countnes, trading .
number of “key” developing countries, and trading in which all countnes arc fully p P



03/06/98 12:49 S

26. With respect to any analysis provided, please identify and explain the basis for
assumptions used regarding such factors as the rate of improvement in energy efficiency, the
effectiveness of market incentives in increasing the market share of fuels that emit less carbon,
and economic and demographic growth. Also, explain fully any assumptions on how emissions
reductions will be achieved, as for example, through the early retirement of coal plants or nuclear
plant life extensions.

27. In :onsidering the opportunity costs, evaluate the extent to which the Administration's
climate change strategy will require the diversion of funds from savings and/or investments
which would have provided other benefits, such as saving social security, or more funding for
education, health care, etc.

28. In assessing the impacts on the U.S. of complying with the Kyoto targets and timetables,
please explain in detail the potential efrects on the following indicators of economic
performance: gross domestic product (GDP), per capita GDP, unemployment, income and real
wages, trade competitiveness, and energy prices.

29. In assessing the benefits of complying with the Kyoto treaty, please evaluate fuUy the
potential (^setting negative effects of exempting developing countries and of “carbon leakage.
Also, if the economies of developed countries experience reductions in economic growth, 
evaluate^e impact that this will have on the ability of emerging countries with export markets to

transiuon to more energy efficient technologies.

30. Pr aident Clinton has suggested that the U.S. economy can continue to grow un^ this
agrecmcnl. Please indicate at what rale the Administration expects that the economy wp
continue to grow during the next ten to 20 years if the treaty is ratified and at what rate it is
expected to grow if the treaty is not ratified.

31. Have any of the cost/benefit analyses performed by the Administration or any agency
been peer-reviewed? If so, please identify the reviewers provide their comments on the analyses.
If not, does the Administration plan to do so? Please describe fully the steps that the 

Administration plans to take.

32. Please describe in detail the strengths and weaknesses of the methodology of any
I economic models used. Also, indicate the differences betwe^ the models used in any of the
cost/benefit analyses performed post-Kyoto and those used in any prior analyses performed by
the Administration.

33. In connection with these cost-b< nefit analyses, fully explain how the baseline(s) against
which costs and benefits were calculate i was determined.
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34a. - Please provide all records of written or oral comments from other federal agencies on 
each of the cost/benefit analyses that were performed.

34b. Please provide all records of comments submitted by federal agencies on Dr. Janet 
Yellen’s draft testimony about the economics of Kyoto for the hearing before the House 

Commerce Committee on March 4,1998.

Intematioiial Emissions Trading: Not a Panacea.

35. As a practical matter, until the Conference of the Parties makes all of the decisions that it 
is empowered to make under Article 17 of the Kyoto Protocol concerning the estabUshment of 
rules and procedures for international emissions trading, isn’t it premature for the Admimstration 
to forecast definitively that the agreement would result in, atpiost, modest energy price hikes?

36a. With respect to the rules and procedures for international emissions tiadmg tl^ have yet 
to be developed, what are the minimum requirements that the Administration is seeking to assure 
an efficient and effective system for lowering the costs of emissions reductions?

36b. Does the Administralioi intend to confer with Congress and obtain comments 
from Congress and the public in developing negotiating positions for Buenos Aires on rules Md 
procedures for an international emissions trading system and for obtaining joint implementation 
project credit, including the Qean Development Mechanism?

37a. Why does the Administration believe it can obtain meaningful p^cipation by 
developing countries and what steps is the Administration taking to achieve tlus? What 
indications of potential meaningful participation have been shown by developing countnes that 
prompt this optimism?

37b. • In particular, what are the steps being taken with respect to Chii^ India, Mexico, 
Brazil, and South Korea and what indications of potential meaning^ participation has the 

Administration received from these countries?

37c. Which countries does the Administration consider “key,” in assuring that 
“meaningful participation” is secured?

38. Why does the Administration maintain that the U. S. acid rain program experien^ 
“clearly demonstrates how programs like international permit trading, joint implementation and 
the Clean Development Mechanism will lead firms to find cheaper ways of reducing c^sions 
that can lead to unexpectedly low costs”? Is it appropriate for the Administration to extrapolate 
from that experience to the global arena? Won’t the effectiveness of the international system, 
joint implementation, and the Qean Development Mechanism depend on such factors as the 
rules and procedures governing these mechanisms, the extent of participation by other countnes, 
including developing countries, etc?
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39a. - Even assuming that effective rules and procedures can be developed for an international 
emissions trading system and for joint implementation projects and that key developing countries 
agree to participate, isn’t there a real risk that these mechanisms could effect an enormous 
transfer of wealth and jobs out of this country overseas, especially to the countries of the former 
Soviet Union and emerging countries (i.e., that this system would be essentially a foreign aid 
program)? Some studies have estimated that more than 50% of our reductions would have to be 
purchased from other countries.

I 39b. Please provide and document estimates of the percentage of U.S. emissions 
reductions that might have to be purchased from other countries to minimize the costs of 
reducing emissions and which countries likely would be the beneficiaries.
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February 27, 1998

JAMES L OCRDERIAN.CHlif OF STAFF

The Honorable Janet Yellen 
Chair
Council of Economic Advisors 
Old Executive Office Building 
Washington, D.C. 20502

The Honorable SUiart E. Eizenstat 
Under Secretary for Economic 
Business and Agricultural Affairs 
U.S. Department of State 
2201 C Street, N.W.
Washington, D.C. 20520

Dear Ms. Yellen and Under Secretary Eizenstat:

Tliank you for agreeing to testify before the Subcommittee on Energy and Power next 
Wednesday on behalf of the Administration. As you know, the topic of the hearing will be tlie 
“Kyoto Protocol and its Economic Implications,”and we will focus on tlic overall terms, objectives, 
and implementation of the Kyoto Protocol. To that end, 1 anticipate extensive Member interest and 
questions regarding any economic modeling the Administration has done to assess the economic 
effects of tlie Kyoto Protocol.

In preparing for this hearing, I am troubled by the fact that the Administration still owes the 
Subcommittee answers to questions that were po.sed in writing jointly to Ms. Yellen and Under 
.Secretary Timothy Wirth over .six montlis ago. By letter dated August 22, 1997,1 submitted 36 
questions on Global Climate Change matters, fhe Administration’s response dated September 30, 
1997 not only neglected to answer 11 of these questions entirely, but also fell far short in providing 
responsive answers to those questions it chose to address. In subsequent testimony before my 
Subcommittee on No vember 5,1997, Under Secretary Wirth agreed with this assessment, promising 
to “fix” the problem;

[WJe appreciate the forbearance of tlie Committee and its staff on the response to 
letters which the Committee sent us in August and October. Bluntly, we've not done 
a good job responding thoroughly and prtnnptly to your requests, and that is not the 
respect with which the Committee is due, and we’ll fix dial issue.
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Soon after that hearing, Cotnmiuee staff met with Administration officials to specifically detail 
those questions which still required initial or furtlier responses, and were assured that complete 
answers to these questions would be fortliconiiiig shortly. To date, your ajiswcis are still 
outstanding. This tardiness is inexcusable. Accordingly, I am writing to request that the 
Administration provide to the Committee answers to these questions prior to next week’s hearing. 
Please submit these responses when you provide the advanced copies of your prepared testimony.

In addition, it has come to my attention that during a Febniary 11, 1998 Global Climate 
Change hearing he lore the Senate Foreign Relations Committee, Ambassador Eizenstat, 
representing the Administration, testified that the Administration’seconomic analysis on the Kyoto 
Protocol was nearly ready. In fact, he went so far as to testify that the economic analysis would be 
ready ‘Titerally within a week or two, and at an appropriate Congressional hearing [the 
Administration] will lay that out.” Based upon Ambassador Eizenstat’s statements, this analysis 
should now be complete.

Given the long-standing interest of this economic analysis to Subcommittee Members on 
botli sides of the aisle, and given its direct relevance (o next week’s hearing, 1 am requesting that you 
come prepared to discuss the findings and merits of this analysis. In addition, please provide copies 
of this economic analysis when you provide the advanced copies of your prepared le.siimony.

Thank you for your cooperation on this matter. If you have any questions concerning this 
request, please contact Ms. Catherine Van Way of the Commerce Committee staff at 225-2927.

Dan Schaefer 
Chairman
Subcommittee on Energy and Power

cc: I'hc Honorable Ralph Hall, Ranking Member
Subcommittee on Energy and Power



CEA Responses to Written Questions Submitted by the Senate Committee on Foreign Relations 

Hagel

10. Last year, the Administration abandoned a year and half-long effort to develop an economic
model that would show that we could make major cuts in energy use in this country without
harming our economy. The Chair of the Council of Economic Advisers went so far as to call
economic modeling “futile.” On February 4, 1998 the Chair of the Council on Environmental
Quality, Kathleen McGinty said before the House Science Committee, “The Administration is
working on a more detailed economic analysis of the impacts of the targets reached in Kyoto.
Council of Economic Advisers Chair Janet Yellen will be prepared to discuss the analysis at a
hearing next week before the Senate Foreign Relations Committee.” Can you tell me why the
Administration did not produce either Janet Yellen as a witness or the promised detailed
economic model or analysis?

Dr. Yellen was unable to complete preparation of testimony and interagency clearance by 
the Committee’s hearing deadline because of her obligations associated with the release 
of the 1998 Economic Report of the President. Dr. Yellen did testify before the House 
Commerce Committee on Wednesday March 4 and the Senate Agriculture Committee on 
Thursday March 5 on the Administration’s economic analysis.

12B. Is there currently in place any interagency body within the Executive Branch that has the 
responsibility to analyze the economic implications to the nation of the emissions reduction 
requirements specified in the Kyoto Protocol for the United States and of alternative domestic 
policies to achieve those reduction requirements?

The Administration has undertaken economic analysis and included the participation of 
multiple agencies. Traditionally, the National Economic Council has coordinated and 
continues to coordinate, interagency discussions of various aspects of the 
Administration’s climate change initiative.

12B.1. If yes, what is the name of that interagency body? Who is the chair of that body? Are 
you a member of that body?

Not applicable.

33.1. Do you believe that, until the Conference of the Parties makes all of the decisions that it is 
empowered to make under those Articles of the Kyoto Protocol, it will be impossible for either 
the Administration or the Congress to know the extent to which those articles - in reality - 
would or could reduce the nation’s cost of complying with the emissions reduction requirement 
set forth in the Protocol?



The Kyoto Protocol establishes international trading of emissions rights across Annex I 
countries. The Administration’s policy is to secure rules that ensure an effective 
international market for emissions rights. It is impossible to know exactly the magnitude 
of the cost reduction associated with international trading, because of many uncertainties. 
Some of these uncertainties will be addressed in subsequent negotiations, however, many 
uncertainties are associated with the inability to precisely predict the state of the U.S. and 
global economies a decade from now. It is possible to draw from the economic literature 
on trading, descriptive statistics of Annex I economies, and the results from modeling 
exercises to illustrate the substantial gains possible through international trading. The 
finding that effective international trading can significantly reduce compliance costs is 
quite robust.

Helms

In addition to your assertions of increased energy efficiency, and international emissions trading,
please detail how the Administration intends to reach these enormous commitments without
constraining U.S. economic growth?

In addition to increased energy efficiency and international emissions trading among 
Annex I countries, substantial cost reductions are possible if key developing countries can 
be persuaded to commit to quantitative targets enabling them to participate in 
international emissions trading arrangements. Significant benefits should also accrue 
from the more limited role that developing countries have already agreed to; the Clean 
Development Mechanism. A number of additional factors can also play a role in 
enabling the United States to meet its target without constraining economic growth.
These include the use of carbon absorbing sinks to offset greenhouse gas emissions and 
the flexibility allowed by the Kyoto Protocol to meet the U.S. target through reductions in 
all six greenhouse gases and not just CO2 alone. The President has also indicated his 
support for legislation to unleash competition in the electricity industry. Such legislation 
could lower electricity prices significantly for American consumers and also reduce 
greenhouse gas emissions. [Further details concerning the Administration’s analysis of 
how the Kyoto targets can be attained without constraining U.S. economic growth are 
contained in the attached testimony of Janet Yellen before the House Commerce 
Committee.]



02/23/98 MON 10:34 FAI 202 647 5713 EB/FRONT OFFICE

A
questions FOR TBE RECORD

FOR undersecretary OF STATE STUART EIZENSTAT
SUBMITTED BY SENATOR CHUCK HaGEL

UNITED STATES SENATE COMMITTEE ON FOREIGN RELATIONS
hearing on IMPLICATIONS OF THE KYOTO PROTOCOL

Februaty 13,1998

1^003

2-

3.

4.

The Congressional delegation met with Vice President Gore in Kyoto. I asked the
Vice President exactly what he meant when he called on yon and the rest of the U.S.
delegation to show more flexibility. The Vice President said that he would defer that
question to you, but you were not at that meeting. Can you tell us exactly what
instruction you received from the Vice President and what he meant when he instructed
you to be more flexible in the negotiations?

Please define for me: “meaningful participation from key developing countricsr’
2.1 What countries do you doSne as “keyr Do you consider China a “key"

developing country? Do you consider India a “key" developing country?

The Adminis^tion s position on the issue of developing country participation has been
much weaker than that unanimously urged by the Senate in Senate Resolution 98. The
President has called for “key" developing countries to paitidpatc in a “meaningful” way,
while the unanimous view of the Senate was that “the United States should not be a
signatory to any protocol u4iich would mandate new commitments to limit or reduce
greenhouse gas emissions for the Annex I Patties, unless the protocol or other agreement
also mandates new specific scheduled commitments to limit or reduce greenhouse gas
emissions for the Developing Country Parties within the same compliance period.” Why
did the Administration use a different standard than that voted unanimously by the
Senate?
3-1 Docs the Administradon intend to ^ere to the letter of S. Res. 98, that is to

negotiate legally-binding, specific new scheduled commitmenis wifliin the same
compliance penod for the Developing Country Parties currently left out of the
Kyoto Protocol?

3.2 At what point, specifically, will the Administration reconsider the viability of the
Kyoto Protocol if emission reduction commitments cannot be secured from the
Developing Counfry Parties?

33 Does file Prcsideni intend to honor the unanimous request of the Senate not to be a
signatory - that is not to sign the Protocol - uadi wc have met botli objectives of
the Byrd-Hagel resolutioa lest emission reduction commitments from flie
Developing Country Parties and a demonstration that the Protocol will not
seriously harm the U.S. economy?

Does the FY99 budget contain any programs or budget requests that could have the effect
of implementing portions of the Kyoto Protocol? Please provide the Committee with a
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6-

7.

list of all climaic change programs in the Executive Branch, with a description of each 
program and how tibiey relate to the Kyoto ProtocoL
Article 3 calls for the U.N. Subsidiary Body, for Scientific and Technological Advice to
report within a year on which additional activiiies should be regulated by the treaty.
What specific additional domestic U.S: economic activities do you believe should be 
brought under the jurisdiction of the Kyoto Protocol?

Article 5 calls on countries to enhance their monitoring systems of greenhouse gas 
emissions. Will the Administration make any changes in our existing monitoring systems 
prior to Senate ratification of the treaty?

Article 6 delays the implementation of any international emissions trading system among 
industrial countries until some later U.N. conference establishes procedures for 
verification and reporting. Do you believe that a fully functioning trading system will, in 
fact, be adopted next November in Buenos Aries?

8, Article 11 requires the industrial couniries to “provide new and additional financial
resources” to developing countries. What exactly docs this mean, in terms of the U.S. 
budget?
8.1 Does die Administration plan to implement this requirement of the Kyoto 

Protocol before Senate ratification?

9. Article 12 creates a new U.N. foreign aid fund on the climate change issue. This is the 
“Clean Development Mechanism.” This Article creates a new U.N. structure for the 
transfer funds industrial to developing nations. It would pennit industrial countries 
or companies to pay into a fund that would, in turn, pay for projects in developing nations 
to achieve “sustainable dcvclopmem” and to reduce greenhouse gas emissions beyond 
wliat they would otherwise be. Article 12 also contains language that would permit the 
UJ^- Qeaal Development Mechanism to retain a portion of die funds it receives for its 
own administrative purposes. Early v^ions of this Brazilian proposal forthrightly 
referred to this as “user fee” authority, a form of U.N. taxation aufoority. Does the 
Admiitistration have any concerns about granting this kind of fee retention anthority to a 
UJN. body?

Last year, the Administration abandoned a year and a half-long effort to develop an 
economic model that would show that we could make major cuts in energy use in. this 
county without harming our economy. The Chair of die Council of Econoinic Advisors 
went so far as to economic modeling “futile.” On February 4,199S the Chair of the 
Council on Environmental Quality, Kathleen McGinty said before the House Science 
Committee, “The Administration Is woiidng on a mom detailed economic analysis of the 
impaa of the targets reached in Kyoto. Council of Economic Advisers Chair Janet 
Yellen will be prepared to discuss the analysis at a hearing next week before the Senate 
Foreign Relations Committee.” Can you tell me why the Administration did not produce 
either Janet Yellen as a witness or the promised detailed economic model or analysis?
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11. Woe you involved in developing Ihc statement of the Administranon’s climate change
policies announced by the President in his October 22,1997 speech at the National
Geographic Society, and, if you were, will you please describe for us the role you played?
11.1 When were you told that you would be head of the U.S. delegation at the third

session of the Conference of the Parties to the United Nations Framework 
Convention on Climate Change; and who told you?

11.2 you please describe for us the role you played in developing the 
Administration's policy approach to, and strategies concerning, the international 
climatc-change negotiaiions during the period between die President's October 22 
speech and the first day you arrived at the Kyoto Conference?

11.3 At the Kyoto Conference, you were the head of the U.S. delegation. Will you 
please describe the role you played in developing the Administration’s policy 
approach i6, and strategies concerning, the international climate-change 
negotiations in Kyoto; and, in doing so, will you please describe on a comparative 
basis the decision making authority within the dclcgatioa of you, Ms. Kathleen 
McGinty, and Nfr. Todd Stem?

12. i\ In his testimony last fall before the House Commerce Committee, former Under
Secretaary of State Wiith referred to the Administration’s "economics team" in response to 
Committee questions about economics issues relevant to the international climate change 
negotiations. Prior to your appointment as head of the U.S. delegation for the Kyoto 
Conference, did you regard yourself as part of ^ Administration’s "economics team" 
with respect to the international climatc-changc negotiations?
12.1 From and after the time you were appointed head of the U.S. delegation, was dicrc 

an “economics team" concerning flic intcmational climate-changc negotiaiions, 
and, if there was, who were its members and who headed the “economics team?"

12. ̂  Is there currently in place any interagency body within the Executive Branch that has the
responsibility to analyze the economic implications to the nation of the emissions-

^ reduction requirements specified in the Kyoto Protocol for the United States and of
alternative domestic policies to achieve those reduction requirements?
12.1 If yes. What is the name of that inter^^cy body? Who is the chair of that body? 

Arc you a member of that body?

13. You were appointed head of the U.S. delegation al the Kyoto Conference after former
Under Secretary of State Wirth announced his intention to resign as Under Secretary for
Global Affairs. The President has not yet sent to the Senate his nomination of a successor
to Mr. Wirth. Are you currently proceeding on the assumption that, unless and until you
are informed by the Secretary of State or the White House to the contrary, you arc the
senior State Department ofBcial who has immediate responsibility for the
Administration’s policy approach to, and strategies concerning, inteiuational climate- 
change negotiations?
13.1 What is your currant assumption about whether you or Mr. Wirth's successor, if

and when confirmed by the Senate, will head the U.S. delegation at the fourth 
session of the Conference of the Parties when it meets in Buenos Aires in 
November?
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14. In his October 22,1997 speech ar the National Geographic Socicqr, the Presidem said; 
‘"First, the United States proposes at Kyoto that we commit to the binding and realistic 
target of returning to emissions of 1990 levels between 2008 and 2012. And we should 
not stop there. We should commit to reduce emissions below 1990 levels in the five-year 
period thereafter, and we must work toward further reductions in the years ahead.” As of 
the time you arnved at the Kyoto Corrfereucc, or at any time during the Kyoto 
Conference, were you informed of:

what the President’s October proposal would require of the United States 
in terms of the tons of carbon-equivalent emissions reductions; 
what domestic laws and regulations likely would be required to enable tlie 
United States to abide by die President’s October proposal; and 
what the economic consequences to the nation likely would be if the 
Prcrideni’s October proposal were the basis for a protocol?

14.1 For any affirmative response to any of the above questions,
- Who gave you that information, and when?
— Please tell us vdiat portions of the information were in ■written form, by

way of briefing papers or otherwise, including any notes you made of 
information that was given to you?

- To the extent die information to which I have referred was not given to 
you in written form or reflected in any notes you made of the information 
given to you, would you please tell the Comminee;
- what the President’s October proposal would require of the United 

States in terms of the tons of carlxm-equivalent emissions 
reduction;

- what domestic laws and regulations likely-would be required to 
enable the United States to abide by the President’s October 
proposal; and

- what the economic consequences to the nation likely -would be if 
the President’s October proposal were the basis for a protocol?

14.2 Prior to your leaving for the Kyoto Conference, was it your understanding that the 
President’s October proposal for emissions “targets and timetables” presupposed 
that a protocol would provide for et^ions trading among Annex I Parties and 
for “joint implementation” among and between Annex I and non-Annex 1 Parties?

143 Prior to your leaving for the Kyoto Conference, -wbat was your belief as to how 
difficult it would be for the United States to achieve the emissions limitation that 
-was proposed In the President’s October speech, assuming a protocol provided for 
emissions trading among Annex I Parties and for “joint implementation.” among 
and between Armwc I and non-Armex I Parties?

As you know, the Kyoto Protocol, if it ever were to become binding on the United States, 
would require our nation to reduce its emissions of greenhouse gases by 7 percent below 
their 1990 levels during the period 2008 through 2012, all in accordance -with the specific 
pro-visions of the Protocol concerning the list of greenhouse gases, sinks, baseline dates, 
and so forth. I refer you to a document entitled “Fact Sheet: The Kyoto Protocol on 
Climate Change,” dated January 23,1998. It states that it was prepared by the 
Department of State’s Bureau of Oceans and International Environmental and Scientific
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Affairs.” Did you, personaUy, approve issuance of that “Fact Shee^- and, if you did not 
who was the highest ranking official of the State Department who approved its issuance-?
15.1 The State Department’s “Fact Sheet” stales: “The 7 percent target represents at

most a 3 percent real reduction belowthe President’s initial proposal of reducing 
greenhouse gases to 1990 levels by 2008-12. The remaining 4 percentage points 
result from certain changes in the way gases and sinks are calculated and do not 
reflect any increase in effort as compared to the President's original proposal"
The document then goes on to attribute one percentage point of the 4 percentage 
points to changing the baseline from 1990 to 1995 for the three synthetic gases 

. covered by the Kyoto Protocol (HFCs, PFCs, and SFj). It fuither attributes “about 
3” percentage points of the 4 percentage points to not including in the 1990 
baseline U.S. sinks, but including certain changes in sinks during the period 2008 
through 2012. Was an analysis, which showed that the Kyoto Protocol involves 
“at most a 3 percent real reduction” of U.S. greenhouse gas emissions below 1990 
levels fumished to you while you were in Kyoto and before you agreed to the 7 
percent reduction figure; and, if so:
- Who prepared the analysis?
- Who fumished you the analysis, and when?
- Were you given or shown any such analysis in writing?

15.2 Please tell us which other nations — at the time of the Kyoto Conference, but 
before actual adoption of the Kyoto Protocol - were informed, either by you or by 
any other member of the U.S. delegation, that the Kyoto Protocol, as fij^y 

proposed to be adopted by the Kyoto Conference, would entail at most a 3 percent 
real reduction of U.S. greenhouse gas emissions below 1990 levels?
- Was Chairman Estrada of the Committee of the Whole infonned of that;

and, if so, when?
- Were any member nations of the European Union infonned of that; and, if.

so, which ones and when?
- Were any developing nations, including, but not limited to, China, India,

Argentina, Brazil, or any member nation of the Alliance of Small Island
States informed of that; and, if so, vidiich ones and when?

\16. Article 3.1 of the Kyoto Protocol states that the emissions reductioa requirements of the
Annex I Parties set forth in Annex B to the Protocol, in accordance with the provisions of
Article 3, are “with a view to reducing their overall etnis.sions of such gases by at least 5
per cent below 1990 leveb in the commitmenx period 2008 to 2012.” My recollection is
that Ambassador Estrada, who chaired the aGBM and the Committee of the Whole,
stated that the reduction of the Annex I Parties would amount to about 5,2 percent below
1990 levels. If the “real” reductions or limitations of the Annex I Parties are calculated in
the same manner as the proposed U.S. reduction is calculated in the Scale Department’s
“Fact Sheet” — in other words, taking into account the 1995 baseline for the three
synthetic gases and the provisions regarding sinks — shouldn’t we conclude that the
“real” reductions of the Aimex I Parties below 1990 emissions levels will be less than 5
percent?
16.1 Putting it another way, if the U.S. reductioa is “ai most a 3 percent real reduction”

below 1990 levels, that would be less than one-half of the 7 percent proposed
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16.2

17.

reduction for our nation set forth in Annex B to the Kyoto Protocol.. I understand 
that the United States accounted for perhaps as much as one-third or more of the 
Annex I Parties’ gross emissions in 1990; Russia (the next largest Annex I emitter 
of greenhouse gases), as well as New Zealand and Ukraine, refused to agree to 
any reductions below their respective 1990 emissions levels; and Australia would 
be allowed to increase its emissions by 8 percent over its 1990 level. In these 
drcumstances, can you explain how the aggregate reductions of the Annex I 
Parties during the period 2012 through 2018 wiU achieve the 5 percent reduction 
level referred to in Article 3.1 of the Kyoto Protocol?
As far as the Admimstration is concerned, is the phrase “with a view to reducing 
their overall emissions of such gases by at least 5 per cent below 1990 levels in 
the commitment period 2008 to 2012,” as set forth in Article 3.1 of the Kyoto 
ProTocol,-ahything more than a purely political statement; or, could it in any 
manner be interpreted as placing on the United States a legal obligation over and 
above the 7 percent reducrion set forth in Annex B, when interpreted in 
accordance with the balance of Article 3 without regard to that phrase?

The fact sheets and related documents that were distributed by the White House, along 
with the text of the President's October speech, stated with respect to the emissions target 
and timetable he had announced; “And it is meaningful Achieving 1990 levels in the 
period 2008-12 would amount to almost a 30 percent reduction off a busincss-as-usuaJ 
^proach.” Even assuming, for the sake of our discussion, that the 7 percent reduction 
referred to in Annex B of the Kyoto Protocol amounts to “at most a 3 percent real 
reduction” below 1990 levels* would you please:
\<- tell the Committee how many millions oftonsofreduction will have to

occur in 2012 (the last year of the first commitment period) compared to 
the baseline emissions projections for Aat year, and 
ejqplain vdiy the Administration agreed in Kyoto to a legally binding 
obligation to reduce our greenhouse gas emissions by such amouni below 
1990 levels during the period 2008 through 2012?

17-1 Given the provisions in die Kyoto Protocol concerning the baseline for the three 
synthetic gases and the provisions regarding sinl^ if the U.S. delegation had 
insisted at the Kyoto Conference on percentage figures in Annex B to the Protocol 
that would have resulted, in reality, in a U.S. commitment only to return its 
greenhouse gas emissions to their 1990 level, rather than the 3 percent reduction 
claimed in the State Department's “Fact Sheet,” please tell us, based on your 
disenssions with other nations, which of them, if any, would have foimally 
objected to adoption of such a protocol?

18. Article 3.2 of the Kyoto Protocol stares: “Each Party included in Annex I shall, by 2005, 
have made demonstrable progress in achieving its commitments under this Protocol.” 
Does this constitute a legally-binding obligation?
18.1 Will you please tell us what that provision means in terms of the relationship 

between U.S. greenhouse gas emissions in 2005 and -
- the baseline projection of U.S. emissions for 2005; and
- U.S. greenhouse gas emissions in 1990?
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18.2 Does the Conference of the Parties to the Kyoto Protocol have the authority to 
determine whether the United States is in compliance with Article 3 J2; and if it 
docs, would our nation be exposed to risk of enforcement provisions that light he 
established pursuant to Article 17 of the Protocol?

19. In his October speech, the President said there should be reductions below 1990 levels
during the five-year period after 2012. Either before or during the Kyoto Conference, did
you or any other member of the Executive Branch ever propose to, or discuss with,
another nation what the percentage reduction should be during the five-year period after
2012? If yes —

- what percentage reduction was proposed or discussed for that second
coitimitmeht period;

- who expressed the view of the United States on that issue;
- when such further reduction was proposed or discussed;
- who the other nations were; and
- what their reaction was?

19.1 As nearly as I can determine, there are two places in the Kyoto Protocol that 
define tiie first "coinmianent period.” Artide 3,1 uses the expression “the 
commitment period 2008 to 2012 ” and Article 3.7 uses the identical expression.
I am concerned that the word “to” could be interpreted by some to mean “up to," 
ratiicr than “through,” so that the language in the Kyoto Protocol would be 
interpreted to refer to the years 2008,2009,2010, and 2011- that is, “up to” 2012. 
Such interpretation would mean diat the first commitment period has a duration of 
only four years. Was it the intention and understanding of the U.S. delegation at 
the Kyoto Conference that the phrase “the commitment period 2008 to 2012,” as 
used in the Kyoto Protocol, was meant to indude the fuU year 2012?

20. Even if one assumes that the Kyoto Protocol provides for at most a real 3 percent
reduction of U.S. greenhouse gas emissions below their 1990 levels during the period
2008 thxou^ 2012, would you agree that, all tidier things being equal, the level of effort
required to enable U.S. compliance with that conupitment would have to be greater or
more far-reaching than would be the case if the Protocol only required, under its
provisions, returning the nation’s emissions to their 1990 level, and, also, that the
economic consequences would be greater?
20.1 During the dedsion-maldng process as to whether the U.S. delegation shodd

agree to the Kyoto Protocol, as it finally was to be proposed to the Kyoto 
Conference, did you paitidpate in any discussions, or receive any information, 
concerning whether, or how, or the extent to vdiich. domestic laws and regulations 
that would be required, and the economic consequences to the nation, would or 
could differ from those contemplated at the time of the President’s October 1997 
speech? If yes—
— Was any such infonnation furnished to you in wrinen fbrai; and, if so, 

who prepared the information, and who furnished it to you?
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21.

22.

Would you please describe for die Committee what was said during any 
discussions you had on that issue? ^
Would you please tcU us whether the President or the Vice President, or 
both; were provided the information that you had?

As you know. Senate Resolution 98, the Byrd-Hagel Sense of the Senate Resolution, 
provided, in part, that “the United States should not be a signatory to any protocol to, or 
other agreement regarding, the United Nations Framework Convention on Climate 
Change of 1992, at negotiatioas in Kyoto in December 1997, or thereafter, which would 
— (A) mandate new commitments to limit or reduce greenhouse gas emissions for the 
annex I Parties, unless the protocol or other agreement also mandates new specified 
scheduled commitments to limit or reduce greenhouse gas emissions for Developing 
country Parties within the same compliance period...Please tell the Committee what 
efforts were made by the United States, ftom and after the time you were told you would 
head the U.S. delegation at the Kyoto Conference, to obtain language in the Kyoto 
Protocol that met the specific requirements of Senate Resolution 98, namely, that 
"^mandates new specified scheduled commitments to limit or reduce greenhouse gas 
emissions for Developing country Parties within the same compliance period' as would 
apply TO our nation?
21.1 In the President’s October speech, he stated; “The United States will not assume 

binding obligations unless key developing nations meaningfully participate in this 
effort” In his December 8 speech to the Kyoto Conference, one of the specific 
condirions stated by foe Vice President to show “increased negotiating flexibility” 
also was “the meaningful pjarticipation of key developing countries.” At any Timo^ 
were you under foe impression that such language met foe requirements set forth 
in foe Senate Resolution that was adopted by a vote of 95 to zero? If yes —
- What, ifanything, made you foinkto Senate Resolution 98 was only

concerned with “key” developing nations, as distingioished from all, or 
substantially all, of them?

- What, if anything, made you think that the expression “meaningful 
participation” was exactly the same thing as foe requirement of Senate 
Resolution 98 that lefoned tp “new specified scheduled commitments to 
limit or reduce greenhouse gas emifflions for foe Developing country 
Parties vdihin the same compliariicc period?”

21.2 Do you agree that the Kyoto Protocol, as written, does not meet the requirements 
of the Senate, as set forth in Senate Resolution 98?

As of, or around, the time you were designated to head the U.S. delegation to foe Kyoto 
Conference, what was your understanding of foe intention and meaning of the following 
words, as used in foe President's October speech:

- “key" — Please name all of the developing nations that were "key?"
- “participation” — did it include quantitative commitmenis, in foe Protocol 

or m a simultaneously adopted, but separate, protocol, to limit the growth 
of developing nations’ greenhouse gas emissions?

- ‘'meaningful” — what did that mean?
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23.

25.

22.1 My understanding is that the Annex I nations and the developing nations knew of 
the tenns of Senate Resolution 98 at least by the summer of 1997, when the Ad 
Hoc Group on the Berlin Mandate met in Bonn. Is that your understanding also?

At any time during the Kyoto Conference, did the Administration’s intent and 
understanding of the phrase “meaningful participation of key developing nations” change 
from the intent and understanding that existed as of the President's October speech? If so 
would you please tell us what the changes were?

Does the Kyoto Protocol, as written, provide for ‘'meaningful participation of key 
developing countries” within the meaning of the Presideni’s October 1997 speech?
24.1 The following is from a document, dated December 11,1997. \vhich is entitled 

“Transcript: Eirenstal Briefing on Results of Climate Talks” and which bears a 
legend at the top stating “The United States Mission to Italy.” The document 
purports to be a transcript of your news conference on December 11 in Kyoto. 
The following statement is attributed to you:

“Second is the question of eventual rarification by the U.S.
Senate. The President has indicated that the United States
would not t^e on legally binding targets until there was
meaningful participation by developing countries. Oearly,
despite the very important step taken through the Brazilian
process of creating a Glean Development Mechanism for Credit,
that meaningful participation has not yet been taken as a result ,
of the steps that were done here. We hope, over time, they
will.”

Did that transcript accurately set forth vdrat you said at your news conference?
24.2 If anybody in the Administration, or anybody else, ever tries to tell or suggest to 

this Committee that the Kyoto Protocol, as written, provides for “meaningful 
participation by key developing countries," can wc count on you to deny that?

The Stale Department’s “Fact Sheet: The Kyoto Protocol on Climate Change,” dated 
January 23,1998 stales (beponing at the bqnom of page 4): “While the conference 
rejected a proposal to create a new category of iptions that would voluntarily as<mmg 
binding emissions targets, developing countries tnay as a prerequisite for engaging in 
emission trading still do so through amendment to the aimex of the protocol that lists 
countries with targets.” Does that statement mean that there is a mechanism for 
developing nations to opt into xbe Kyoto Protocol by means of amendment to Annex B?
25.1 Was the United States, before and during die Kyoto Conference, a proponent of 

what had been called Article 10, which was called Article 9 in a subsequent draft 
because of renumbering of the Articles, and that Article 10 was intended to set 
forth the ndcs by which a non-Annex I Party (that is, a developing nation) could 
“opt in” to a quantitative commitment to limit or reduce its greenhouse gas 
emissions?

25.2 Is it true that the developing nations, as a group, refused to go along with this 
“Article 10,” and that, in your press conference immedi ately after adoption of the
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26.

27.

25A

25.5

25.6

25.7

25.8

Protocol, you sated Thai the de^ of the opt-in provisions of Article 10 WI 
think our single greatest disappointmentT’
Who came up with the idea that Annex B could be amended so as to add a 
^eloping nation and a related emissions-limitation commitment, or when such 
idea first entered into a draft of the Protocol?
Do you believe that a majority of the developing nations wanted to include Article 
10 in the Kyoto Protocol?
Tf a “developing” nation wanted to undertake an cmissions-liimation commitment 
for itself and that it proposed to amend Annex B of the Kyoto Protocol by stating 
what its commitment was, do you agree that, by reason of Articles 20.7 and 19.3 
of the Protocol, such amendment would first have to be approved by at least a 
three-fourths majority vote of the Parties to the Protocol?
Do you believe that the Government of the United Stales, under our Constitution, 
could not deposit an instrument of acceptance to any amendment of Annex B 
pursuant to Article 19.4 of the Kyoto Protocol without the advice and consent of 
the U.S. Senate?
If a developing nation were added to Annex B. would it automatically become an 
Annex I Party to the Convention?
Would a developing nation that is added to Annex B also undertake the 
commitments of Annex I Parties set forth in Article 2 (concerning policies and 
measures), A^cle 5 (concerning a national system for estimation of its emissions 
and sinks). Article 7 (concerning its national emissions inventory and national 
communications), and Article 8 (concerning expert review of its reports filed 
pursuant to Article 7)? If yes-
- WU you please look at those Articles in the Kyoto Protocol and tell me

what language in them would make them applicable to a developing nation 
that became listed in Annex B?

In her wiinen testimony before the House Science Committee on February 4, Ms, 
Kathleen McGinty said: “The President has made it clear that he does not intend to send 
the Kyoto Protocol to the Senate for raxificaiion until we have achieved meaningful 
partidpation by key developing countries,” Is that also your understanding of the 
President’s position; and, if it is, who told you that?

I am told that various Administration officials have referred to efforts to obtain, on a 
bilateral or multilateral basis, the agreement of certain developing nations to quantiative 
limia- tions on the growth of their greenhouse gas emissions. For example, I understand 
that Ms. McGinty indicated that in her oral testimony before the House Science 
Committee. Is it the Administration’s position that any such bilateral or multilateral 
agreements would constitute “meaningful participation by developing nations?”
27.1 How could the Administration contend that bilateral or multilateral agreements 

with developing nations would justify the Senate’s ratification of the Kyoto 
Protocol, in the absence of amendments to the Kyoto Protocol that made it cerain 
the developing nations added to Annex B also were subject to Articles 2,3. 5. 7. 
and 8, and diat all such commitments, including those undertaken by means of
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joining Annex B, were subject to such enforcement provisions as mi^t be 
adopted 10 elaborate Article 17?

212 Is the Administration contemplating proposals to amend the Kyoto Protocol to
make certain that, if developing nations were added to Annex B, they also will be 
subject to Articles 2,3,5, 7, and 8?

28. What do you believe the chances arc that the Kyoto Protocol will enter into force by the
fourth session of the Conference of the Parties in November if the Senate has not ratified
it more than 90 days before that session?

29. If the Kyoto Protocol docs not enter into force by the November session of the
Conference of the Parties, do you believe that the Protocol’s provisions concerning
amendment of the Protocol are irrelevant and that, in the absence of adoption of the Rules
of Procedure of the Conference of the Parties that provide for amendment of the Kyoto
Protocol by something other than “consensus,” any amendments to that Protocol would
require "consensus?”

30. Would you please describe for us all of the ways, including procedure, that the State
Department is considering to accommodate the rcquircmenis of Senate Resolution 98?

31. Did the President, personally, authorize the U.S. delegation at the Kyoto Conference to
vote for adoption of the Kyoto Protocol?
31.1 Will you please explain to the Committee why the President authorized the U.S.

delegation to vote for adoption of the Kyoto Protocol at the Kyoto Conference, 
but no decision has been made as to when it will be signed in behalf of the United 
States?

32. Will you please identi^' and describe any oral or written understandings with, or
commitments to, other nations — of any kind other than those specifically set forth in the
Protocol — -which were made by the President, by die Vice Presidan, or by any member
of the U.S. delegation to the Kyoto Conference, including, but not limited to, any
understandings or commitments regarding:.

- implementation or the interpretation of the Protocol;
- the substance of future decisions by the Conference of tiie Parties, which

the United States would support, regarding itiles or guidelines elaborating
the Protocol; or concerning the timing of any Party’s signature or
ratification of the Protocol.

33. Article 16 bis. Will you please tell us whai “modalities” would be, as distinguished from
the “principles,” "rules," and “guidelines” refared to in that Article?
33.1 Do you believe that, until the Conference of the Parties makes all of the decisions

that it is empo-wered to make under those Articles of the Kyoto Protocol, it will be
impossible for either the Administration or the Congress to know the extent to 

'7 which those Articles — in reality — would or could reduce the nation’s cost of
complying -with the emissions- reduction requirement set forth in the Protocol?



02/23/98 MON 10:38 FAI 202 647 5713 EB/FRONT OFFICE l^U14

Do you believe that under Article 16bis.AimexB Parties can begin engagmg in 
emissions trading now? " ^
34.1 Do you have any r^on to bcUevc that other Parties to the Convention,

specifically including the European Union, agree that, under Article 16 bis. Annex 
B Parties can begin engaging in emissions trading before the Conference of the 
Parties defines what it regards as the “relevant principles, modalities, rules and 
guidelines” for emissions trading, as provided for in the first sentence of Article 
16 bis?

34.1 Will you please e.xplain to the Committee, in summary form at this dme, all of the 
issues that will have to be decided by the Conference of the Parties in order to 
enable emissions trading under Article 16 bis be a viable and effective mechanism 
for reducing the costs of complying with the emissions-reduedon commitment of 
the United States under the Kyoto Protocol?

Regarding the Clean Development Mechanism, particularly Article 12.8, which sutes: 
“The.Conference of the Parties serving as the meeting of the Parties to this Protocol 
ensure that a share of the proceeds fiom certified project activities is used to cover 
administrative expenses as well as to assist developing coimtiy Parties that are 
particularly vulnerable to the adverse effects of climate change to meet the costs of 
adaptation.” Who are those countries that will be entitled to receive funding to meet the 
costs of adaptation?

- Are they limited to the groups of countries referred to in Article 4.8 of the 
Convention?

- Will the share of proceeds to be used to meet the costs of adaptation be 
allocated among deserving nations in accordance with some currently 
unknown, decision making process to be established by tiic Conference of 
the Parties?

- Please identify all countries that would be excluded fiom receiving any 
portion of such funding.

35.1 Does the United States have an understanding widi Brazil, or with any other 
nations, as to a limit, or potential limit, on.the amount of money derived fiom 
projects under the Qean Development Mechanism that will be diverted to 
developing nations for adulation purposes?

My understanding is that the fourth session of the Conference of the Parties in November 
will review the adequacy of Articles 4.2(a) and (b) of the Convention. Given that the 
Conference of the. Parties adopted the Kyoto Protocol and that Articles 4.2(a) and (b) of 
the Convention have nothing to do widi commitments of developing nations, will you 
assure this Committee that the position of the United States at the November session will 
be that Articles 4.2(a) and (b) of the Convention aiS “adequate?”

The Kyoto Protocol contains no provisions that describe what the procedures and 
consequences will be if a Party is not in compliance with its commitments under the 
Protocol Article 17 of the Protocol docs not itself provide deterrence to non-compliance; 
yet we know that, for any number of reasons, the United Sutes would comply with its 
commitments if the Protocol ever received the advice and consent of the Senate. What

19,
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specific proposals did the U,S. delegation make during the negotiations that concluded
■with the Kyoto Protocol that detailed the procedures to dctcnnine whether a Patty was in
non-compliance, and, in case of non-compliance, what specific consequences •would
ensue in different situations?
37,1 Does the Administration favor use of trade sanctions, such as embargoes, in. case

of certain types of non-con^)Iiance; and, if so, please tell us what the
Administration is considering in that regard?

38. Is the Administration contemplating submittiug-to Congress any other legislative
proposals, or is it contemplating proposing any new or amended regulations, any of
which arc intended to reduce U.S. greenhouse gas emissions, prior to the President’s
signing the Kyoto Protocol and submitting it to the Senate for its advice and consent? If
so, will you ple^e describe the substance of any such legislative or regulatory proposals
that are being contem- plated?

Has any Department or agency of the Executive Branch, or any interagency body, been
given the responsibility to develop potential proposals for legislation or regulations that
would be intended to facilitaie compliance by the United Stares with the Kyoto Protocol
if the Protocol ever were to become binding on this nation? If so, -will you please identify
the Departments, agencies, or interagency body; and, if it is an interagency body, who is
the head of it?
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questions for the record
SENATOR JESSE HELMS

IMPLICATIONS OF THE KYOTO PROTOCOL HEARING 
February 13,1998

141U16

(S'

Please provide the following information either in electronic or hard-copy form;

- the official U.S. global greenhouse gas inventory used by negotiators in 
Kyoto, on a country-by-country specific basis, for the six greenhouse gases 

listed in Annex' A of the Kyoto Protocol;

- the 1990 baseline and projections at least through 2030 for carbon dioxide, 
methane, and nitrous oxide; and

- the 1995 baseline and projections at least through 2030 for 
hydroflurocarbons, perfluorocarbons. and sulphur hexafluoride.

Please provide the assumptions, data and calculation methodology that 
support the Administration’s assertion that the impact of carbon sinks on the 
U.S. greenhouse gas reduction commitment will reduce the actual reduction to 
2 or 3 percent below 1990 levels, rather than 7 percent

The Kyoto Protocol establishes a Clean Development Mechanism. Please 
provide the following information regarding the “Mechanism.’'

- What staffing and administrative costs do you anticipate will be required to 

establish and run this "Mechanism"?

- What fee do you anticipate the U.N. yvill charge companies for investing in 
developing countries through this "M^anism’7

- What cr'iteria do you anticipate this “Mechanism" will use to approve or reject 

investments?

The Energy information Administration (ElA) has projected that carbon 
emissions in the United States will increase from' 1990 emissions levels by 34 
percent by the year 2010. The Kyoto Protocol would require the United States 
to reduce these emissions to 7 percent bejgw 1990 levels by 2010.

- In addition to your assertions of increased energy efficiency, and 
international emissions trading, please detail how the Administration intends to 
reach these enormous commitments without constraining U.S. economic 

growth?
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Please answer the following questions regarding the creation and
implementation of a domestic emissions trading program.

- Is the Administration considering the creation and implementation of a
domestic emissions trading program?

- Does the Administration believe that a domestic emissions trading program
could be implemented absent legislation? Would legislation be required for
any aspect of a domestic emission trading program under consideration? if
you do not believe that legislation is required, under what statutory authority,
specifically, would the Administration intend to proceed? What would be the
basis for such an interpretation?

- Would a domestic emissions trading program be implemented without
ratification of the Kyoto Protocol? If so. on what basis? How would such a
program relate to the proposed, yet thus feir undefined, international emissions
trading regime?

- Would a domestic emissions trading program be voluntary? If so. what
incentives would be offered to induce companies and other entities to
participate? Who would run such a program? Under what authority?

- By its very nature, an emissions trading program would require an emissions
“cap" that would make an emissions unit tradable commodity. Would
adherence to the cap be voluntary or mandatory? How would a cap be
established? Has any Administration official or entity examined in any way
whether a mandatory cap could be placed on carbon emissions? If so, would
it be the Administratlon’s’s view that legislation would be required to proceed?
If not. under what authority would the Administration act?

- Could International emissions trading proceed today on the basis of the
Kyoto Protocol? If so. how? If not what would the Administration deem
necessary for an International emissions trading program to proceed?

Please answer the following questions regarding amendments to the Kyoto
Protocol:

- While the Administration Is calling the Kyoto Protocol a “work in progress."
isn’t it true that the Kyoto Protocol is a final document that must be considered
by all nations as is? Can the Protocol be amended or changed in any way

■ before it enters into force? If so. how would this be done?

- Procedurally, how does the Administration intend to act on any proposals in
Buenos Aires? For example, how would an emissions trading regime be
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considered and adopted? What about enforcement and compliance rules? 
What about new scheduled emissions reduction commitments by developing 
countries in the same compliance period as developed countries?

- If the United States, or any other nation, sought to amend the Kyoto 
Protocol, wouldn’t it need to follow the amendment process to the Protocol?
To participate in that process, wouldn't the United States, or any other nation, 
have to be a party to the Protocol? If this is the case, how does the 
Administration intend to change anything that is now included in the Protocol or 
add anything to the Protocol - which is deemed a work in progress - until 
after U.S. ratification? If it is your belief that the United States does not have 
to be a party to the Protocol to amend the agreement, how could this be done?

- Would the Administration consider submitting the Kyoto Protocol to the 
Senate for its advice and consent before formal adoption of amendments to 
the Protocol? If not. is it the Administration’s intention to forgo submitting a 
global climate treaty to the Senate? If so. how specifically would the 
Administration go about making the Protocol acceptable to the American

people?

- Is it the intention of the Administration’s to seek to negotiate a new f^otocol 
and send both Protocols together to the Senate for advice and consent? If so. 
what would a new Protocol look like specifically? Have any other countries 
expressed an interest in such an approach? If so. which countries?
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WASHINGTON, DC 20510-6000'
202-224-2035

March 14, 1997
The Honorable A1 Gore 
Vice President 
The White.House 
Washington, D.C,

Dear Mr. Vice President:

Farm state members of Congress have become increasingly 
concex'ned with the lack of adequate attention given to 
agricultural concerns as the Administration works on the United 
Nations Framework Convention on Climate Change (UNFCC) . As vou 
know, this treaty, if ratified, could affect U.S. agricultural 
production and competitiveness.

American agricultural inhoreahD must be adequately 
represented during the upcoming negotiations. This 
representation will ensure the continued success of farmers and 
ranchers and allow them to maintain their productivity, which 
ultimately benefits consumers. We believe we can address the 
global greenhouse gas issue and protect the environment while 
carefully considering the intercoto of America's farmers, 
ranchers and consumers. However, before the United States ia • 
committed to a final international agreement to limit greenhouse 
gases, it is essential that we know more about the treaty's 
impact on our nation's largest employer and the world's most 
efficient producers of food and fiber.

We will be closely monitoring the negotiations as work 
continues on the final agreement before its submission to the 
Senate for ratification. We request an analysis and briefing by 
the Administration on the following issues as soon as possible: '

1) The potential effects of climate change on U.S. 
agriculture and livestock production.

2) The estimated greenhouse gas emissions resulting from 
the production of crops and livestock in the U.S.

3) The net contribution of U.S. forests and crops in the 
sequestration of greenhouse gases.

4) Actions or controls necessary to reduce agricultural 
greenhouse gas emissions to comply with obligations 
that may arise under the treaty and an economic 
analysis of their impact on. U.S. farmers and ranchers.
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5) Whether and to what extent greenhouse gas emission
controls would disadvantage agricultural producers in
t^s country compared to producers in other countries
with leas stringent emission controls or no controls at
all.

We understand that serious discussions in preparation for
the Kyoto meeting may commence during July and.August of this
year. We firmly believe this information, as well as the
Administration's formal economic analysis, should be submitted to
Congress well before then so that the various options for U.S,
policy may be understood and their impact on Amerieari agriculture
and the American economy may be carefully assessed.

Wq look forward to working with you on this important issue.

Sincerely,

I '

?

/s>-CvvW-

cc: The Honorable Madeleine Albright
The Honorable Dan Glickman

'/A A
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WASHINOTON

May 22, 1997

The Honorable Richard G. Lugar 
Chairman
Committee on Agriculture, Nutrition, and Forestry 
United States Senate 
Washington. D.C. 20510-6000

Dear Mr. Chairman:

Thank you for the letter from you and other mi;mbers of the Senate Committee on 
Agriculture, Nutrition and Forestry regarding the elimatc change negotiations and the potential 
impacts of climate change on U.S. agricultural production and competitiveness.

The issue of global climate change is an important one for agriculture. Over the next 50 
years, U.S. food and fiber producers face msyor cliallcngcs in keeping pace with the ever 
increasing demands of a growing world population. Climate changes, environmental 
degradation, and increasing competition for land and freshwater supplies will make these 
challenges even greater. Based on current trends tlic Intcrgovcnunental Panel on Climate 
Cliange projects significant impacts to ecological systems and the economy, including food 
security, water resources, coastal zones, and human health.

Information on Uie potential impacts o^climatc change on agriculture and net greenhouse 
gas emissions from agriculture and forestry activities is currently available. The White House 
Climate Change Task Force can arrange a briefing on this at your earliest convenience.

In light of the potential environmental consequences of climate change, this 
Administration has called on developed countries to agree to realistic and achievable binding 
targets for greenhouse gas emissions in tlic current climate negotiations. We believe that each 
nation needs the flexibility to determine its own cost-effective means of reducing emissions.
And finally, everyone — all nations (including developing countries) and all economic sectors — 
must contribute to the solution because climate change is a global problem. We must begin now 
to lead the way to a sustainable future.

Further commitment.^ under the United Nations Framework Convention on Climate 
Change must ensure that the U.S. economy remains strong and internationally competitive. To 
help find the best solution, tlie Adminisnation is engaged in an assessment of the economic 
impacts of various emissions targets [coordinated by Dr. Everett Ehrlich: UndersecretEuy for

Prim»<J on Racyclad Paper
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Economic Policy at the Department of Commerce.] This assessment includes a varictv of

Once this process IS completed, we fully expect to brief Congress. ^ process.

As part of this assessment, the Department of Agriculture will analy2B the impact of anv 

of the agricultural sector impacts of emissions reductions scenarios is contingent in some cases
EM“deWr

I appreciate your concerns and look forward to working with you on this important 
environmental issue. ^

Sincerely,

AI Gore

AG/pgu
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QUESTIONS FOR THE RECORD FROM CHAIRMAN MURKOWSKI

Question #1: When will the Administration unveil its proposed “targets and timetables” for 
carbon emissions reductions?

Answer: President Clinton announced a comprehensive international and domestic plan for
addressing the risks of global warming in a speech at the National Geographic Society on 
October 22. As part of this plan, he announced that our treaty negotiators would support 
a freeze in net greenhouse gas emissions at 1990 levels for the period 2008-2012 and a 
reduction of emissions below that level in the five-year period thereafter.

Question #2: When will the Administration release to the public the economic analysis that it 
used in reaching these targets and timetables?

Answer: The Administration relied on an array of economic tools and analyses during the
process of selecting its target and timetable. Administration staff drew from the 
substantial economic literature on climate change, energy, and the environment in 
assessing options for our negotiating position. For example, the Administration 
considered analyses conducted by the Intergovernmental Panel on Climate Change, the 
previously released Interagency Analytical Team draft report, and the Department of 
Energy s Scenarios of U.S. Carbon Reductions. However, there is not currently a distinct 
“economic analysis” document.

Question #3a: Will the economic analysis used to arrive at these targets and timetables be peer 
reviewed?

Answer:

a. If not, why not?

b. If so, will the peer reviewers comments be made public?

There is not a distinct “economic analysis” document that could be peer reviewed.

Question #4. The Administration has indicated that it seeks to have an international emissions 
trading scheme in the new treaty. Roughly how many of the 165 parties to the existing 
climate treaty have agreed to this principal?

Answer: Yes, the Administration supports emissions trading, which is anticipated to
significantly lower the costs of reducing emissions of greenhouse gases. Emissions 
trading is in the Kyoto Protocol for countries with legally binding targets, currently the 
“Annex I” developed countries, and all countries have agreed to this approach, as 
evidenced by the Conference of the Parties’ adoption of the Kyoto Protocol in December.

Question #5: The Administration has indicated that it wanted to have “joint implementation” 
with developing countries as a means to reduce the costs of treaty compliance. Roughly
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how many of the 129 developing country parties have agreed to this approach?

Answer: The Kyoto Protocol includes the “Clean Development Mechanism,” established to
credit climate-friendly investments in developing countries, which embraces the concept 
of joint implementation. All parties to the Kyoto Protocol agreed to this approach by 
adopting the Protocol in December.

Question #6: The Administration has indicated that it will “advance existing commitments” for 
developing countries and has even proposed a means under which developing nations 
would “graduate” into binding commitments.

a. Roughly how many of the 129 developing country parties have agreed to the 
“graduation” approach?
b. Roughly how many of the 36 industrialized countries have agreed to the 
“graduation” approach?

Answer: The United States had supported the concept of “graduation” to bring all countries
into an agreement. While there were very few developed or developing countries which 
explicitly supported our approach in Kyoto, nearly all countries recognize that in the long 
term it will be critical to involve developing countries in order to solve the climate 
problem. The package adopted in the Kyoto agreement partially addresses this long term 
need as it allows new countries to take on binding obligations (through an amendment to 
the Protocol) and then provides these countries with access to emissions trading.

The President has made clear that meaningful participation by developing 
countries will be a prerequisite for our own ratification. We do not believe the 
agreement is adequate to meet this test and anticipate additional work on this 
issue.

Question #7: Some of the key strategies for our negotiations - including developing country 
participation. Joint implementation, and emissions trading — are not faring well in the 
negotiations. If we don’t get all of these elements in a Kyoto Protocol, will we walk away 
from the deal?

Answer: These elements are critical to the U.S. position and are included in the Kyoto
Protocol. We recognize that additional work is needed to enhance the meaningful 
participation of developing countries and to elaborate rules for the market mechanism 
adopted in Kyoto.

Question #8a: Last week the DOE released a report (the so-called “five labs” study) indicating 
that we might reduce carbon emissions to 1990 levels with a $50/ton carbon tax ^ an 
aggressive energy R&D program. In response to this report, the Secretary of Energy was 
quoted in a press release as saying that the analysis “...showed that what was good for the 
environment would be good for the economy.”
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a. Is it the Administration’s position that a $50/ton carbon tax would be good for
the economy?

Answer; First, the 5- Lab Study did not examine a tax, rather the scenarios examined a 
carbon price established through a carbon trading program similar to the sulfur trading 
program established under Title FV Clean Air Act.

Second, the 5-Lab Study did not attempt to define the Administration’s position. 
Instead, the study merely outlined scenarios demonstrating how technology, 
combined with emissions trading, could enable us to stabilize carbon reductions 
by 2010 without disrupting our economy.

Question #8b: Does the DOE study analyze impacts on business and manufacturing?

Answer: The study analyzes the impacts on the energy use and the energy bills of business
and manufacturing under three different scenarios.

Question #8c. Is the DOE study an economic study or an attempt to make predictions?

Answer: The study is an analysis of what might be achievable with a vigorous commitment
to research, development, and deployment of efficient and low carbon technologies, 
backed up by well-designed and well-implemented policies.

Question #9a: The economic modelling effort that was abandoned by the Administration earlier 
this year assumed that the mere announcement of an agreement to reduce carbon dioxide 
would immediately result in a 25% increase in the rate of improvement in energy 
efficiency.

a. Was this a valid and realistic assumption?

b. Did the peer reviewers feel it was a realistic assumption?

Answer: Several of the peer reviewers noted that the rate of energy efficiency improvement
(the autonomous energy efficiency improvement, or AEEI) may be on the upper range of 
estimates of this variable. The Interagency Analytical Team employed this higher rate to 
represent the increase in technology research and development and diffusion that would 
occur as the economy operates under expectations of higher energy prices in the future.
By the nature of several of the models used in the lAT process, the modelers had to 
incorporate these price expectations into the AEEI parameter. There is disagreement 
among informed modelers about how realistic is the AEEI used in the lAT.

Question #10a: The Administration economic modelling effort also assumed a decrease in long 
term interest rates to almost 2%.

a. Was this a valid and realistic assumption?
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b. Don’t new taxes and higher costs tend to increase inflation and interest rates?

Answer: The lAT report indicates that in the modeling exercises, the revenues from
carbon permit auctions are used to reduce the deficit. As we heard many times 
over the past several years during the balanced budget debate, cutting the 
Federal deficit will lower interest rates. In the lAT’s sensitivity analyses, the 
lAT found that recycling revenues by cutting corporate and payroll taxes would 
also lower interest rates. To the extent that revenue from carbon permits 
significantly reduces the deficit, this assumption is appropriate. All of these 
forms of revenue recycling stimulate saving and investment, and help raise the 
growth rate of the economy.

Question #11: The Administration modelling effort did not consider the costs associated with
the development, implementation and monitoring of a trading program. Was this a valid 
and realistic omission?

Answer: The purpose of the lAT was not to assess any specific policy position. Since the
Administration had not yet developed a policy position internally, the LAT did not have a 
specific implementation policy to model. It would not be valid for the LAT to devise a 
specific, hypothetical trading program and model the costs of implementing it.

Question #12: Did the Administration modelling effort take into account the adverse effects on
U.S. competitiveness and the potential shifting of producers in the United States?

Answer: As several of the reviewers noted, the models used in the LAT do not handle
International trade in goods and services well, and the lAT did not specifically account 
for effects on U.S. competitiveness. However, the Administration did rely on several 
analyses of competitiveness in coming to its decision on a negotiating position.

Question #13a: It was reported earlier this month that the Administration is considering an
executive order that would require federal agencies to reduce emissions by 20%. It was 
also reported that the Department of Defense will oppose any Administration proposal on 
climate change that threatens military readiness.

a. What studies have been done to assess the impact of such an executive order 
on the U.S. military?

Answer: The Administration is not considering an executive order requiring federal
agencies to reduce emissions by 20%, nor has the Department of Defense conducted any 
studies to assess the impact of a 20% reduction in greenhouse gas emissions on the U.S. 
military. In preparation for the Kyoto negotiations, the Department did prepare a draft 
paper, which was widely reported in the press, suggesting the effect that a 10% reduction 
in fuel usage from 1996 levels could have on military operations and training. The draft 
paper, written prior to the Kyoto negotiations, contained four assumptions that have not



proved to be valid in light of Kyoto and as the Administration position has evolved:
First, it assumed that each agency or organization would be given a fixed emissions 
budget. The climate change framework will operate instead on market mechanisms. 
Second, the paper did not consider the role of emissions trading in achieving reductions 
in greenhouse gases. Indeed, emissions trading is an essential element of the U.S. 
approach to climate change, a preferable approach to fixed across-the-board emissions 
limits. Third, it assumed that the military did not have exemptions for military operations 
and bunker fuels, which the U.S. was able to obtain in Kyoto. Fourth, the draft paper 
assumed greater reductions than were agreed to in the Kyoto Protocol.

Executive Order 12902, Energy Efficiency and Water Conservation at Federal 
Facilities, signed by the President on March 8, 1994, calls for a 30% facility 
energy reduction in the federal government between 1985 and 2005. DoD is 
already a leader within the Federal Government in reducing energy use and 
improving energy efficiency. Between 1985 and 1996, for example, we reduced 
energy consumption in our facilities (per square foot) by over 15 percent. We 
intend to remain a leader in the Administration’s energy efficiency efforts. For 
example, by 2000, DoD’s goal is to achieve a 30% to 50% increase in energy 
efficiency in new construction compared to existing facilities. This initiative, 
and others that we are pursuing, will further reduce DoD’s energy use, 
greenhouse gas emissions, and costs.

Question #13b: Have any such analyses been conducted by the Department of Defense to your 
knowledge?

Answer: See answer to 13a. above.

Question #13c: Is consideration being given to granting waivers to federal agencies that cannot 
comply with emission reduction mandates without compromising their legal obligations 
and vital functions?

Answer: The Administration successfully addressed the Department’s concerns at the
climate change negotiations in Kyoto by obtaining a provision that exempts from 
emissions limits, any emissions from multilateral operations pursuant to the United 
Nations Charter. These exempted multilateral operations include not only those expressly 
authorized by the UN Security Council (such as Desert Storm, Bosnia and Somalia), but 
also multilateral operations not expressly authorized that are nonetheless pursuant to the 
UN Charter, such as Grenada. Additionally, the Kyoto Protocol exempts emissions from 
“bunker” fuels, those expended in international military and commercial maritime or 
aviation use.

In addition to what was accomplished at Kyoto, DoD is working within the 
Executive Branch to ensure that we protect national security in the development 
of the domestic implementation policy. Because climate change is a long-term 
problem requiring long-term solutions, the President, in his October 1997
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speech on climate change, stated his support for performing, “regular reviews to 
see what works best for the environment, the economy, and our national 
security.” Our goal is to ensure we preserve our ability to conduct military 
operations with trained and ready forces. DoD is fully engaged in the 
interagency process to develop the President’s domestic implementation plan. 
This work is part of our continuing effort to help shape policies that protect 
national security. At this early stage in developing the domestic implementation 
policy, we are not yet sure what specific provisions may be needed, but we fully 
anticipate that the Congress will support the Department’s efforts to ensure that 
the military is able to operate with trained and ready forces.

Question #13d; Is the Administration considering granting a waiver to the Department of 
Defense? To any other departments or agencies?

Answer: See answer to 13c. above.

Question #14a: The DOE “five labs” study concludes that a carbon emission reduction of 390 
million metric tons per year is required to stabilize emissions at 1990 levels in 2010 and 
is based on implementation of the program by the year 2000. The study finds that by 
increasing energy efficiency through a variety of federal and state programs with industry 
participation as well as imposing a $50 per metric ton of carbon permit price that “2010 
emissions could be cut by about 390 [million metric tons] per year.”

a. Does this mean that we can reach 1990 levels by the year 2010 or that in the 
year 2010, using new technology in combination with regulatory and other 
measures, we will begin to reduce emissions at a rate high enough to stabilize 
emissions at 1990 levels at some point in the future?

Answer: The former.

Question #14b: In 2010, how many million metric tons will China or Brazil be emitting per 
year? More than 390?

Answer: The reference case of the International Energy Outlook for 1997
[DOE/EIA-0484(97), p. 124] projects an estimate of 421 million metric tons of carbon 
equivalent (MMTCE) for India and 1523 MMTCE for China in 2010.

However, these estimates do not include any policy actions that China or Brazil 
may take to reduce their greenhouse gas emissions.

Question #15: The DOE study concludes that “in all [three] cases, carbon reductions require
the nation to embark on an aggressive set of policies and programs.” Assuming 
everything works as has been hypothesized in the Efficiency Case (Case One), we will 
not achieve stabilization of carbon emissions at 1990 levels by 2010, correct?

Answer: Correct.
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Question #16a. According to the report, the Case 2 and 3 scenarios require “better technology, 
readier’ markets, and a price of carbon that results in a significantly increased 

willingness to manufacture, purchase, and use low-carbon technologies. It represents a 
vigorous national commitment that goes far beyond current efforts.”

a. If we were to agree to implement a program similar to Case Two, including
“a vigorous national program of research, development, demonstration, and
diffusion, and a trading regime for carbon” at a price of $25/ton, we still will not
stabilize emissions at 1990 levels by 2010, correct?

Answer: That depends. The President’s policy is to reach an international agreement that
permits international trading and joint implementation, which other studies suggest could 
provide the requisite reductions at a $25 or less per ton trading price for carbon.

Question #16b: According to the DOE study, only if we were to do all of the above and impose 
a $50/ton carbon charge would we be able to achieve stabilization at 1990 levels by 2010, 
correct?

Answer: See above. It should be noted that the Administration has not proposed to
impose a carbon tax.

Question #16c: To your knowledge, has any nation involved in the international climate
negotiations proposed the adoption of an international mandate for developed countries to 
stabilize emissions at 1990 levels by the year 2010?

Answer: President Clinton’s climate change proposal includes binding targets to reach
1990 emissions levels by 2008 to 2012 and reductions below 1990 levels in the 5-year 
period that follows. Key elements of the strategy include:

• To spur energy efficiency and the development of new technologies, the
President proposes a major new package of tax cuts and research and
development spending amount to $6.3 billion over five years.

• To provide an incentive for near-term actions to cut emissions, the
President is committed to ensuring appropriate rewards for firms that act
early.

• Developing countries must participate.

• After a decade of experience has accumulated, the President is committed
to a broad-based domestic and international emissions trading system.

The President’s climate change policy is undergirded by the following
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principles: that the policies should be guided by science; rely on market-based 
policies and common-sense tools; that we should seek win-win solutions, that 
global participation is essential to addressing the global problem of climate 
change, and that we must have regular common-sense reviews of the economics 
and science of climate change.

Now that the summit on climate change in Kyoto has been completed, further 
analysis will be needed to address the specific targets which resulted from these 
negotiations.

Question #16d: If not, then this study fails to tell us what would be necessary to achieve the 
significantly higher emission reductions that would be necessary to comply with any of 
the climate proposals that are on the table, correct?

Answer: The 5-lab study does not address the means the United States could take to meet
targets that other nations want to impose on us. Rather it presents three scenarios 
whereby the United States could achieve significant carbon reductions through the energy 
efficiency and renewable technologies. One of the major conclusions of the 5-Lab study 
is that with a vigorous national commitment to develop and deploy energy-efficient and 
low-carbon technologies, our nation has the potential to achieve 1990 levels of carbon 
emissions in 2010 without high cost. In fact, in the high efficiency/low carbon 
technology scenario of the 5-Lab study, the value of energy saved is roughly equal to or 
exceeds the costs of deploying “clean” technologies.

Now that the summit on climate change in Kyoto has been completed, further 
analysis will be needed to address the specific targets which resulted from these 
negotiations.

Question #16e: If that is the case, then this study also fails to demonstrate that the U.S. can 
comply with the kind of legally binding emission reduction mandates currently under 
consideration in the international negotiations through use of existing technology at no 
cost to the nation, correct?

Answer: As noted in answer 16d, the 5-lab study presents three scenarios which address
our nation’s potential for achieving 1990 levels of carbon emission in 2010 through the 
use of energy efficiency and renewable technologies. Now that the summit on climate 
change in Kyoto has been completed, further analysis will be needed to address the 
specific targets which resulted from these negotiations. Nevertheless, under any scenario, 
energy efficiency and renewable technologies need to be utilized to keep the costs of 
mitigation down.

Question #16f: If $50/ton charges are required to stabilize emissions at 1990 levels by 2010,
how much would the per ton charge need to be to reduce emissions to 10% or 15% below 
1990 levels? Would it double? Triple?



rK^KOWSKPEB

Answer: The 5-lab study did not address these questions. Factors which would affect the
cost of reducing emissions of 10 to 15 percent below 1990 levels include the success of 
international trading; the success of joint implementation; and the extent to which energy 

-^ffigiMcy and renewable technologies are utilized.

Question #17a: ^cent studies conducted by DRI/McGraw-Hill conclude that a $180-190/ton 
^_3bcuKfiarge would be necessary to stabilize emissions at 1990 levels by 2010. (Pg. 4, of 

July 1997 study, “The Impacts of Carbon Mitigation Strategies...”)

a. Can you explain why there is such disparity between DRI’s and DOE’s
estimates of the per ton charge necessary to reach 1990 levels by 2010?

Answer: The principal reason for the disparity is that the DRI model is a “top-down’
model, whereas the 5-lab study employs a “bottom-up” model (see definitions below). 
Because it is a “top-down” model, DRI’s analysis ignores important market imperfections 
such as when decisions about energy use are divorced from the responsibility for paying 
for the energy service. In this example, government policy could help remove this barrier 
to cost-effective energy efficiency — thus reducing carbon emissions with no cost to the 
economy. In addition, “top-down” models do a poor job of handling innovation — and 
yet innovative technologies need to be at the heart of our climate mitigation strategy. 
Because the 5-lab study uses a well-developed, carefully constructed “bottom-up” model 
(see definition below), it can show that a policy that removes market imperfections and 
utilizes technological innovation can enable our nation to keep the cost of climate change 
mitigation low.

(A bottom-up model usually begins by developing supply and demand at 
fundamentally detailed (“bottom”) levels of end-use consumer choices (e.g., 
residential space heating in the Northeast U.S.) with an explicit representation of 
technologies that service that demand (with technolp^y cost, performaneo. and 
dates of availability) and an explicit representation\Qfconsumer behavior^^he 

solution is constructed by considering all of the building blocks in the market 
and combining them to determine the solution (e.g., total residential energy 
demand). The “top-down” approach begins with very general drivers (e.g., GDP 
and population and aggregate consumer behavior as embodied in elasticities) 
and uses these to generate more detailed estimates (e.g. consumption of fuels for 
each sector and region of the country)).

Question #17b: Has any attempt been made to reconcile these significant differences?

Answer: Because of the significant differences in their analytical approaches (i.e., DRFs
model is “top-down” and the 5-lab is a “bottom-up” model), it is difficult to reconcile the 
results with precision. However, the 5-lab study did adjust for a methodological 
weakness often found in most “bottom-up” models - that of not knowing or not 
representing certain hidden costs such as the cost of fitting a new technology into existing 
practices. Because of the potential of underestimating costs, the 5-lab study projected
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that only a fraction of cost-effective technologies would be deployed.

Question #17c: Is it possible that the necessary carbon charge would be higher than $50/ton to 
simply stabilize emissions at 1990 levels by 2010?

Answer: Conservative estimates suggest we could purchase in excess of 130MMT from
international markets at costs less than $50 a ton, and joint implementation could provide 
additional opportunities to offset domestic emissions at low costs. Moreover, the costs 
of low and no carbon supply technologies create an effective ceiling on carbon prices, 
since they would substantially expand market shares at prices above $50 a ton.

Question #18a: One of the primary conclusions stated in the DOE study is that each of the three 
scenarios under consideration “can produce energy savings that are roughly equal to or 
exceed costs”...’’if feasible ways are found to implement the carbon reductions...” The 
report states, however, that the study did not analyze specific policies to achieve the 
reductions described in the cases or the political feasibility of policies.

a. If we don’t know what the policies or means for reductions are, and have not 
determined whether or not they are feasible, how can we rely on this report’s 
conclusions that the reductions can be achieved without a cost to the nation?

»-vv,

Answer: The President has outlined the policies which will enable our Nation to meet a
global climate change target of reducing greenhouse emissions to 1990 levels by 
2008-2012. Key elements include:

• To spur energy efficiency and the development of new technologies, the 
President proposes a major new package of tax cuts and research and 
development spending amount to $6.3 billion over five years.

• To provide an incentive for near-term actions to cut emissions, the 
President is committed to ensuring appropriate rewards for firms that act 
early.

• Developing countries must participate.

• After a decade of experience has accumulated, the President is committed 
to a broad-based domestic and international emissions trading system.

The President’s climate change policy is undergirded by the following 
principles: that the policies should be guided by science; rely on market-based, 
common-sen.se tools; that we should seek win-win solutions, that global 
participation is essential to addressing the global problem of climate change, 
and that we must have regular common-sense reviews of the economics and 
science of climate change.
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Now that the summit on climate change in Kyoto has been completed, further 
analysis will be needed to address the specific targets which resulted from these 
negotiations.

Question #18b: What are some of the means that might be used to achieve the reductions?
Would it involve new taxes? Note; Possible programs mentioned include “energy 
efficiency codes and standards” and “incentives through the tax system directed at 
investments in energy-efficient technology in industry.” (Page 1.13)

Answer: The answer to Q 18a provides a summary of the policy means that will be used
to achieve the greenhouse gas emission reductions. These key elements will be 
implemented in a sound and sensible three-stage approach;

• Stage 1 includes priming the pump through programs such as research
and development, tax incentives, incentives for early action, federal
leadership, and industry consultation.

• Stage 2 builds upon the first stage by including a review and evaluation in
preparation for the permit trading system.

• Stage 3 - which does not occur for a decade — involves meeting binding
targets through a domestic and international emissions trading program.

Question #19a: In numerous places in the report, information is provided on what costs were 
taken into account or were excluded from consideration in making the cost-benefit 
assessments, “...we count as benefits only the energy savings to the nation... Costs 
include the increased technology cost plus an approximate estimate of the costs of 
program and policy implementation.” (Exec. Summary, footnote 2)

a. If no effort has been made to analyze specific policies to achieve the
described reductions, how did you determine costs of programs and policy
implementation?

Answer: Because proposing the specific policies and programs to achieve carbon
reductions was beyond the scope of the 5-lab study, a rough estimate for program costs in 
general was employed. Since we did not want to underestimate the cost of carbon 
reductions, it seems a rough estimate is better than none. The range of estimates used in 
the report to characterize the costs is based on two decades of experience with the costs of 
programs at the federal, state, and private sector levels.

In the Alternative View case, total annualized costs include program cost of 15 
percent of the total technology cost for demand-side technologies and 3 percent 
of the total technology cost for electricity supply-side technologies. The value 
of 15 percent is an approximate value of direct program costs for programs such 
as a utility-sponsored demand-side management. However, we believe that this
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estimate overstates program costs, because it does not factor in program cost of 
federal policies such as efficiency standards and carbon permit charges which 
have very low direct program costs. Because these federal policies would foster 
greater that half of the penetration of carbon-saving technologies, we believe a 
more reasonable estimate is provided in the Best Estimate case, which assumes 
that program costs are 7 percent of total technology costs for demand-side 
technologies and 1 percent of total technology costs for electricity supply-side 
technologies (Appendix A-2, pg. 13).

Question #19b; What is an example of a “program” that was included in your analysis? What is 
the cost of that program? What cost did you assign to the “policy implementation” 
associated with that program?

Answer: One such program would be encouraging the improvement in the efficiency of
power plant generation. (This could be accomplished through restructuring of the 
electricity sector or other means. If properly designed, electricity restructuring will 
release the forces of competition to yield greater efficiency in generation and lower 
carbon emissions). The actual program cost of this program would be less than 1 percent 
of total technology cost. However, in the Best Estimate case, our convention was to 
assign a program cost of 7 percent of total technology costs.

In the 5-lab report, section 7.4 shows, for example, that the Southern Company 
improved the heat rate and availability of its power plants, providing energy 
savings valued at $1.1 billion per year over a 10 year period with a technology 
cost of $325 million. In this example, policy implementation costs are taken as 
7% of $325 million or $22.7 million.

Question #20a: On page 1.12 of the report the following statement appears: “We have presented 
the direct and most easily quantified of the costs and benefits, but have not attempted a 
full benefit-cost analysis. We do not account for indirect effects of policies (e.g., the 
reallocation of investment dollars to efficiency investments). We do not account for the 
increased cost of some R&D programs that are needed to achieve the scenario results nor 
do we count the benefits of reduced carbon and other pollutant emissions. Also, we have 
not analyzed any possible redistribution of wealth that could arise from a carbon trading 
system or other policy to increase the price of carbon-based fuel.”

a. Aren’t these pretty significant holes in DOE’s analysis?

Answer: As with any empirical analysis, caveats are needed to acknowledge the
limitations of the 5-lab study’s quantitative estimations. Although there are limitations 
to the report, we believe it is the best study available at this time that addresses the costs 
and benefits of a technology strategy to reduce carbon emissions. Although it was not 
feasible to address some costs and benefits, we believe the most significant costs were 
covered. Moreover, some key benefits were not addressed such as the reductions in other 
pollutants associated with carbon reductions.

6
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No study to date has included all of these estimations, because the research 
involved is so comprehensive. Even though the 5-lab study has its limitations, it 
is the most comprehensive effort on this subject matter so far. Scores of top 
notch research analysts from the Department’s internationally renowned energy 
laboratories spent over a year conducting research for this report.

Question #20b: If a “full benefit-cost analysis” has not been conducted, then how can you
legitimately conclude that emission reductions can be achieved through energy efficiency 
without cost?

Answer: Although there are uncertainties with any analysis, policy makers must rely on
the best information available. As noted above, even though there are limitations to the 
5-lab report, we believe it is the best study available at this time that addresses costs and
benefits of a technology strategy to reduce carbon emissions. Although it was not
feasible to address some costs and benefits, we believe the most significant costs were
covered. Moreover, some key benefits were not addressed such as the reductions in other
pollutants associated with carbon reductions.

Question #2la: On page 1.15, the report states that the $50/ton carbon charge is not a “direct 
cost.”

a. Why isn’t the carbon charge considered a “direct cost?”

Answer: The carbon charge is not considered a direct cost because the degree to which
costs are passed on to consumers and businesses depends on the nature of the trading 
program and the degree to which technology and trading allows people to achieve savings 
for less than the marginal permit price.

Question #2lb: Isn’t it a direct cost to someone? Who has to pay it?

Answer: It depends on the structure of the trading program.

Question #21c: Is the cost of the carbon permit fees included in the analysis in any way?

Answer: Yes. We modeled the $50/ton trading price as if the full cost were born by the
economy.

Question #22a: The report characterizes the carbon charge as “a potentially large transfer
payment” and makes the following statement: “The magnitude of the transfer payment, as 
well as the losers and winners from the transfers, depends on the nature of policy and its 
implementation as a cap and trade system or some alternative. The amount of money that 
could be in play is very large: $50/ton times 1.3 billion tons per year equals $65 billion 
per year.” (Page 1.15)
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a. Is it correct then that the study concludes that emissions reductions could be 
made at low or no cost yet fails to take into account some $65 billion in 
“transfer payments?”

Answer: No. The Study does not say that there are no costs. It says that we can achieve
reductions at low or no net costs. Transfer payments, of course, are not a net cost. In 
addition, the $65 billion figure depends on the nature of the trading program used. If the ^
trading is similar to that used in sulfur trading, the transfers could be substantially less 
than the figure quoted.

Question #22b: Who are these “losers” the DOE report refers to?

Answer: In the sentence quoted, the Report uses the term “loser” in a relative sense to
refer to entities for whom the costs of carbon mitigation are above average costs.

Question #23a: In describing the results to DOE’s analysis, the statement is made that the DOE 
report “makes a strong case for the value of energy technology research, development, 
demonstration, and diffusion as a public responsejo-global-efwaie change.” As the 
report points out on page 1.3, DOE’s expendittlre of $8 million qruCTergy-efficiency 
research between 1978 and 1996 has resulted Wnet beDefits'gr$28 billion through 1996 

including significant enyjionrnentaly-h^ttli. productivity and economic competitiveness 
benefits. As you knd^ numerous economists agr^ that research and development and
technology deployment is tbe most eest~effici^h^ay to address climate concerns.
Indeed, it is precisely because of the kinds of rr>Sr:sf(W4we-nppnrti]nitip«; DDF has 
identified that these economists have concluded in a number of independent studies that ^ 
the wisest course of action, is to delay the adoption of any kind of mandates or legally 
binding targets and timetables for a modest period of years to permit research and 
development to occur and to generally avoid replacement of equipment and machinery 
prior to the end of its useful life cycle. The Administration has previously testified that if 
we “do it dumb,” compliance with the proposed international target and timetable 
mandates could be very costly to the U.S.

a. Doesn’t the DOE report provide further support and justification for not 
rushing into legally binding emission reduction mandates in December in Kyoto 
but delaying - even for a few years - to reap the benefit of the kinds of R&D 
the DOE report is promoting?

Answer: The report does not look only at the benefits of R&D, but also the more
immediate benefits of greater use of existing technologies as well as technologies already 
in the R&D pipeline.

Question #23b: Can you quantify the “cost” of delaying for 10 or 20 years?

Answer: The report did not consider this question.

c

'3
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Question #23c: Can you demonstrate that the cost of delay exceeds the cost of adopting 
international mandates three months from now?
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Answer; The question is beyond the scope of the report.

Question #24a: According to the DOE report, 95 million of the 135 million tons of carbon
reductions necessary in the utility sector to achieve stabilization at 1990 levels by 2010, 
“comes from retirement of coal power plants and carbon-ordered dispatching of the utility 
system...and from repowering coal plants with natural gas.” (Page 1.6)

a. How much does it cost to “repower” an average coal plant with natural gas?

Answer: Under the assumptions in the report there are a considerable number of coal
plants for which it would cost less than $50 per ton of carbon saved. Actual estimates of 
projected investment for site repowering (coal to gas) from table g-12 ranged from $42.7 
million for a 60 MW plant ($711/kW) up to 840 million for a 2800 MW site ($300/kW).

Question #24b: Who would bear these costs?
Answer: The answer depends on the nature of the trading program established and other

factors such as the nature of competitive forces in a restructured electricity market.

Question #25a: The DOE report says that the measures used to reduce emissions in the utility 
sector are “cost-effective with a $50/ton carbon charge.” (Page 1.6)

a. When you say that retiring a coal plant is “cost-effective” with a $50/ton
carbon charge, aren’t you really saying is that if we impose a fee of $50 per ton
of carbon, a given number of coal plants will be forced to shut down?

Answer: There are a variety of options for a coal plant to use to reduce carbon emissions.
Repowering and co-firing would both allow utilities now using coal to cut carbon and 
continue to operate. Tjiere are a variety of options for cutting carbon emissions under the 
President’s policie^T^international trading and Joint Implementation are successful, up 
to 130 tons of carbon could be purchased or offset internationally/For this reason, there 

is no “given number of coal plants” that can be identified as starting down.

Question #25b: How many existing coal plants would be “retired”?

Answer: See above.

Question #25c: Where are these plants located?

Answer: See above.

Question #25d: Has any consideration been given in DOE’s analysis to the costs associated with
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the shutdowns, layoffs, displacements that would occur as a result of “retiring” existing 
plants?

Answer: Although the issue of employment benefits or costs is very important, their
estimation is one of the most difficult and contentious issues in cost-benefit analysis.
This estimation was beyond the scope of the 5-lab study.

When studying employment costs resulting from “retiring” existing plants, care 
must be taken not to ignore the employment benefits associated with the 
increased production and implementation of energy efficiency and renewable 
energy technologies. Simply tallying the employment costs of “retiring” 
existing plants is clearly incomplete. Because it doesn’t take into account job 
gains resulting from the use of other energy production or efficiency technology 
in association with the existing plants or as alternatives.

Question #25e: When you say that energy savings or reductions can be achieved at little or no 
cost “to the nation,” does that include the citizens, communities and businesses in this 
country?

Answer: Yes.

Question #26a: The DOE report also states that the remaining reductions in the utility sector 
would be achieved from renewables such as wind, biofuels, expansion of hydropower, 
and extension of nuclear power plant life. (Page 1.6)

a. Explain what is meant by “nuclear power plant life extensions.”

Answer: Nuclear power plant life extension refers to investments made to keep nuclear
plants on-line for longer than their currently expected service life, as defined by the 
Energy Information Agency projections.

Question #26b: Does this study contemplate new nuclear power plants or a greater dependence 
on nuclear power?

Answer: No.

Question #27a: Turning to the transportation and industry sectors, the DOE report contemplates 
a reduction of 50 million tons of carbon per year through (a) advanced combustion 
turbine cogenerators in industry; (b) biomass and black liquor gasification and 
low-carbon industrial processes; and (c) cellulosic ethanol/gasoline blends for 
automobiles. (Page 1.6)

a. What kinds of industrial processes utilize advanced combustion turbine 
cogenerators?
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Answer: Most plants having a requirement for electricity and/or steam could utilize
cogeneration systems. The primary users for these systems include the chemicals, 
petroleum refining, forest products and paper industry, metals industry (steel, aluminum), 
and agriculture. The industrial sector consumes approximately 1014 billion kWhr of 
electricity annually (this includes purchased and self-generated electricity) - about 
one-third percent of total U.S. electricity sales.

Question #27b: What percentage of industrial plants currently use these turbine cogenerators?

Answer: Approximately 14% of the total energy consumed is cogenerated. This is
approximately 113,912 million kWhr. With the restructuring of the electric industry and 
distributed generation, this number is predicted to increase. Cogeneration is also the 
preferred form of self -generation for industrial sites that require steam and/or electricity. 
For example in the chemical industry, there are 41,000 million kWhr of self-generation, 
of which 38,000 million kWhr was cogenerated (The total electricity consumption is 
approximately 129 billion kWhr).

Question #27c: How much would it cost a given plan to re-outfit with a turbine cogenerator?

Answer: Siting a cogeneration system varies depending on the size requirement (power
and steam). The cost is approximately $450/kW for the cogenerating system. If a plant 
requires 5 MW of electricity and approximately 50 Ibs/hr of steam or hot water, the cost 
would be approximately $2,250 million.

Question #27d: Are cellulosic ethanol/gasoline blends currently available to American
consumers? What automobiles can use this fuel? What kind of conversion would be 
necessary for other cars to use this fuel? What would it cost?

Answer: Ethanol blends are available to consumers, although at this point, cellulosic
ethanol is not commercially marketed. Any vehicle designated as a flexible fuel vehicle 
(FFV) can use ethanol. The report does not consider conversions of vehicles to FFV.

Question #28a: The Acid Rain trading program exists solely within the United States and 
operates primarily through the annual allocation of sulphur dioxide permits to known 
groups of electric power generators, correct?

a. Why are the permits generally allocated only to electric power generators?

Answer: Yes, the Acid Rain trading program allocates permits annually to electric power
generators. The goal of Title IV of the 1990 Clean Air Act Amendments is to reduce 
emissions of sulfur dioxide by 10 million tons from 1980 levels. Electric utilities emitted 
approximately 70% of the United State’s sulfur dioxide emissions in 1990, and Congress 
elected to focus a regulatory program on this sector.

Question #28b: What mechanism is used to determine whether these entities’ emissions are 
within their permit allowances?
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Answer: Under the Acid Rain Program, each unit must measure continuously and record
its emissions of S02 and several other pollutants. In most cases, a continuous emission 
monitoring (CEM) system must be used. By January 30 of the year following each 
compliance year, utilities must hold a quantity of S02 allowances in every electric utility 
unit account that match or exceed the tons of S02 emitted. Utilities have a 30-day grace 
period to transfer or purchase allowances for units where emissions exceed allowances 
held. At the end of this grace period, EPA checks each utility unit account to determine 
compliance.

Question #28c: What happens if a company’s emissions exceed its permits?

Answer: If the number of allowances required to be deducted exceeds the number of
allowances held in the unit's account, that is, the unit is out of compliance, then the 
owners or operators of delinquent units must pay a penalty of $2,525.00 per excess ton of 
emissions in 1997, or $2,581.00 in 1998. (The 1990 penalty of $2000 is adjusted each 
year for inflation). In addition, violating utilities must offset the excess S02 emissions 
with allowances in an amount equivalent to the excess.

In 1995 and 1996, the first two years of the program, there was 100% 
compliance by electric utilities. This is not a surprising result because the 
market price for S02 allowances has been much less than the excess emissions 
penalty. (The price is currently about $100 for an allowance.)

Question #28d: What legal process exists to allow the regulated community to appeal decisions 
with which it disagrees in connection with the trading and emission program?

Answer: In general, all final decisions made by the Administrator can be appealed under
40 CFR part 78.

Question #28e: What costs are associated with the operation and administration of the trading 
program? How are these costs minimized to maintain market incentives?

Answer: The Acid Rain Program costs roughly $ 15 million per year, which covers the
cost of Federal, Regional, and State salaries of approximately 100 full time equivalents 
(FTE) as well as contractor support. This amount covers both the S02 program and a 
more conventional regulatory program to control emissions of nitrogen oxides (NOx). 
About 75% of the resources for the Acid Rain Program are associated with the 
measurement, processing, and tracking of emissions data, which includes not Just S02 
data but also NOx, C02, and opacity data. Only a small amount of resources go toward 
processing transfers of allowances (i.e., entering them into an electronic database) and 
“truing up” emissions and allowances at the end of a compliance period. In the S02 
program, which involves about 2,000 utility sources and 2,800 allowance accounts, 3-5 
FTE are devoted to these activities.
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Because an allowance-based emissions trading system does not require case by 
case review of trades, the administrative costs associated with directly running 
the trading system are low. Similarly, because allowances are a standardized 
commodity that can be traded without review, the transaction costs for industry 
associated with trading are low. This helps maintain the market incentives 
associated with emissions trading.

Question #29a: I understand that the establishment of a trading regime similar to the sulphur 
dioxide program for carbon emissions has been proposed.

a. Would the carbon trading program operate domestically or internationally?

Answer: At a conference held December 1- 11 1997, in Kyoto, Japan, the Parties to the
UN Framework Convention on Climate Change agreed to an historic Protocol to achieve 
greenhouse gas emissions reductions cost-effectively. The United States prevailed 

in securing acceptance of emissions trading among nations with emissions
targets. This free market approach, pioneered in the U.S., will allow
countries to seek out the cheapest emissions reductions, substantially
lowering costs for the U.S. and others. Additional credit trading could occur
among developed and developing countries via the Clean Development Mechanism.
Rules and guidelines for emissions trading - in particular for verification, 
reporting, and accountability - are to be discussed at the next meeting of the 
Parties at Buenos Aires in November 1998.

In addition. President Clinton proposed to develop a domestic emissions trading 
program that will drmyj5h^^o^suc^sful experience with acid rain permit 
trading. Around tji€year 2004^h^etails of the trading system would be 
refined and perhaps teste^TTf^, beginning in 2008, the Administration 

proposed to implemeTfTSoth the international and domestic emissions trading 
programs to achieve the Kyoto emissions targets for the five-year period 
spanning 2008 to 2012.

3

Question #29b: What role is envisioned for the Chicago Board of Trade?

Answer: Although the Chicago Board of Trade currently runs the U.S. auction for sulfur
dioxide allowances for E.P.A., no specific role is envisioned at this early stage for it or 
any other entity in a greenhouse gas trading market.

Question #29c: Could a U.S. company such as an automobile manufacturer in Detroit purchase 
carbon permits through the Board of Trade from another developed country such as 
Germany? From a developing country such as Guatemala or Botswana?

Answer: Again, no specific role is envisioned for the Board of Trade at this time.
However, the Kyoto Protocol would permit U.S. companies (or any other domestic 
entity) to purchase carbon allowances from other countries that accept binding
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greenhouse gas emission limits. In addition, under the Clean Development Mechanism 
(CDM), U.S. entities could also purchase carbon allowances from countries that have not 
accepted binding limits but where specific projects have resulted in quantifiable 
emissions reductions.

Question #29d: If carbon permits may be purchased from a developing country, how would it be 
determined how many permits each developing country would be allocated?

Answer: Under the CDM, carbon allowances would be generated from specific projects
in those countries that have not accepted binding emissions limits. Thus, the carbon 
allowances would not be allocated to those countries but would be generated from 
specific projects.

Question #29e: Would any UN agencies or bodies be involved in the implementation of the 
emission trading program? How would they be funded? _

■ C-*

Answer: Under the Protocol, countries would'annually report national inventories, as
well as information related to the attainment of emissions budgets (carbon allowances 
bought, sold, or banked). The Secretariat of the Framework Convention on Climate 
Change would be responsible for recording, tracking and publishing this information.
The reporting of emissions against emissions budgets to the Secretariat is necessary as a 
basic accounting system for country compliance, regardless of the trading program.

Because the Secretariat already performs these functions for national inventory 
data, tracking additional information would not require significant new 
resources. The activities would continue to be funded through the Secretariat’s 
operating budget.

Question #29f: What kind of transaction costs would you expect to be associated with an 
international emissions trading program?

Answer: Because the specific form of the trading program is still subject to negotiation,
no formal cost estimates have been developed of transaction costs. In order to keep 
transaction costs low, the U.S. has called for standardized reporting of emissions, using 
electronic databases, and centralized record keeping and accounting of national emissions 
budgets. These tasks are, in large part, also necessary to track compliance with national 
emission limits, not Just for trading.

Question #29g: Would state or local governments be required to purchase carbon units for 
emissions? Federal agencies?

Answer: The Protocol only addresses international trading. The Administration has not
yet developed a position on how a domestic trading program could be implemented.

Question #29h: What kind of allocation process would be set up to establish the caps that would 
be required to provide incentives to trade?
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Answer: As stated above, the Administration has not yet developed a position on how a
domestic trading program could be implemented.

Question #29i: In the Acid Rain program, compliance with permits is ensured through
sophisticated continuous emissions monitoring equipment. How would compliance with 
permit limitations be ensured under this program?

Answer: International compliance would be ensured in the Protocol, in part, by using
internationally-agreed measurement and reporting systems for greenhouse gases. These 
measurement methods vary by gas and by source. A variety of methods are feasible in 
addition to continuous emissions monitoring, such as deriving emissions from fuel use. __ 
In addition, before participating in emissions trading, a country would be required to have 
an adequate monitoring and reporting system for tracking its emissions of greenhouse
gases.

Question #29j: Would developing countries have to reduce their own emissions by one ton of 
carbon for each carbon unit they sell? How would compliance be ensured for developing 
countries? Will developed countries only be able to sell a carbon unit if they can 
demonstrate they have already achieved the relevant reductions?

Answer: Yes, under the CDM, countries that do not accept binding emissions limits
would have to ensure that specific projects achieved emissions reductions before the 
emissions allowances could be used for credit against binding limits in another country. 
This would ensure that worldwide emissions to the atmosphere would be reduced by that 
amount. Compliance would be ensured through adherence to specific criteria for such 
projects, to be elaborated at the first meeting of the parties to the Protocol. Further rules 
and guidelines may address when developed countries will be able to sell credits under 
the international emissions trading system, and will be elaborated at the next Conference 
of the Parties in November 1998.

Question #29k: What penalties would apply if a developing country failed to reduce its 
emissions at an amount commensurate with the carbon units it had sold?

Answer: Although there are no particular penalties for this situation, the Protocol
specifies that the emissions reductions be certified following several criteria. It also 
provides that the procedures for ensuring accountability, independent auditing, and 
verification of CDM project reductions be elaborated at the first meeting of the Parties to 
the Protocol, as well as procedures for addressing non-compliance with any provisions of 
the Protocol.

Question #291: Who will monitor countries or companies for enforcement purposes?

Answer: Parties would self-report emission inventories, emissions budget balances and
steps taken to implement their commitments. These reports would be published and
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technically reviewed by the in-depth review teams organized by the FCCC Secretariat. 
Additionally, the Conference of Parties to the agreement would review implementation of 
commitments by Parties. No monitoring of companies would occur at the international 
level.

Question #30; What is the Administration’s calculation or estimate of the greenhouse gas 
emission reduction equivalent of the Clean Coal Technology Program, which was a 7 
billion dollar program, at least half of which came from private industry?

Answer: The Office of Fossil Energy has recently conducted an analysis which concludes
that, as a result of using more highly efficient coal and gas technologies, such as those 
being developed under the CCT program, U.S. carbon emissions would be reduced by 
about 45 million metric tons of carbon annually by 2025, and by about 140 million metric 
tons of carbon annually by 2035. The deployment of clean coal technologies globally 
would result in a several times larger reduction.

This analysis assumes that all new gas and coal fired power plants built after 
2015, whether to meet load growth or to replace units which are retired, were 
assumed to be high efficiency advanced technology.

Question #31: What exactly is the Administration itself doing to develop new technologies to
reduce greenhouse gas emissions? I’m not talking about what the government is doing 
with industry in a partnership, or what industry is doing alone - what is the federal 
government doing itself?

Answer: The Federal government is working to stimulate demand for and test and verify
performance of new technologies where they have not yet penetrated the marketplace to a 
level consistent with the value they offer. One example of such a program is the New 
Technology Demonstration Program run by the Federal Energy Management Program 
(FEMP) within the Department of Energy. This program takes emerging products and 
finds Federal host facilities for the products. The manufacturers install the products at 
their own expense and the performance of the products is monitored and widely reported 
by FEMP to other Federal energy managers and the private sector. This impartial 
reporting on the performance of the new products gives other Federal and non-Federal 
users the necessary information needed to make wise purchasing decisions for other 
installations.

A second approach is to put in place a variety of Energy Savings Performance 
Contracts for specific technologies. In this case about 15 technology categories 
such as wind power, solar thermal systems, gas cooling equipment and others 
are projected to be placed under contract in the next 2 years. These contracts 
will provide a ready market for companies to deliver energy savings to the 
Federal government by means of these emerging technologies. The contracts 
will provide a means for the companies to install newly developed and 
developing technologies to save energy at Federal facilities. The contractors will
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install the technologies at their own expense and be paid back from the energy 
savings they deliver. Without these innovative contracts, these new technologies 
would be less likely to penetrate the Federal market due to a lack of 
appropriations for energy saving projects.

Finally, several Federal laboratories, principally within the Department of 
Energy, are working on advancing a full array of energy saving and renewable 
energy technologies using solar, wind, geothermal and biomass technologies. 
This work often involves the unique expertise or facilities that are available 
within the government laboratory system and encompasses all energy 
technologies including more efficient use of fossil energy resources. For 
example, researchers at the Oak Ridge National Laboratory independently 
developed a more energy efficient way to handle refrigerant flow within an 
air-conditioning system. They have tested the system and initiated a patent for 
the technology and are working to make it available to industry through a 
technology transfer process.



Murkowski Questions 

Responses to Murkowski Questions

11/17/97, Preliminary Draft

2. When will the Administration release to the public the economic analysis that it used in 
reaching these targets and timetables?

The Administration relied on an array of economic tools and analyses during the process of 
selecting its target and timetable. Administration staff drew from the substantial economic 
literature on climate change, energy, and the environment in assessing options for our negotiating 
position. For example, the Administration considered analyses conducted by the 
Intergovernmental Panel on Climate Change, the previously released Interagency Analytical 
Team draft report, and the Department of Energy’s Scenarios of U.S. Carbon Reductions. 
However, there is not a distinct “economic analysis” document.

3. Will the economic analysis used to arrive at these targets and timetables be peer 
reviewed?

a. If not, why not?

b. If so, will the peer reviewers comments be made public?

There is not a distinct “economic analysis” document that could be peer reviewed.

9. The economic modeling effort that was abandoned by the Administration earlier this 
year assumed that the mere announcement of an agreement to reduce carbon dioxide 
would immediately result in a 25% increase in the rate of improvement in energy 
efficiency.

a. Was this a valid and realistic assumption?

b. Did the peer reviewers feel it was a realistic assumption?

Several of the peer reviewers noted that the rate of energy efficiency improvement (the 
autonomous energy efficiency improvement, or AEEI) may be on the upper range of estimates of 
this variable. The Interagency Analytical Team employed this higher rate to represent the 
increase in technology research and development and diffusion that would occur as the economy 
operates under expectations of higher energy prices in the future. By the nature of several of the 
models used in the lAT process, the modelers had to incorporate these price expectations into the 
AEEI parameter. There is disagreement among informed modelers about how realistic is the 
AEEI used in the lAT.
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10. The Administration economic modeling effort also assumed a decrease in long term
interest rates to almost 2%.

a. Was this a valid and realistic assumption?

b. Don’t new taxes and higher costs tend to increase inflation and interest rates?

The lAT report indicates that in the modeling exercises, the revenues from carbon permit 
auctions are used to reduce the deficit. As we heard many times over the past several years 
during the balanced budget debate, cutting the Federal deficit will lower interest rates. In the 
lAT’s sensitivity analyses, the lAT found that recycling revenues by cutting corporate and 
payroll taxes would also lower interest rates. To the extent that revenue from carbon permits 
significantly reduce the deficit, this assumption is appropriate. All of these forms of revenue 
recycling stimulate saving and investment, and help raise the growth rate of the economy.

11. The Administration modeling effort did not consider the costs associated with the
development, implementation, and monitoring of a trading program.

a. Was this a valid and realistic omission?

The purpose of the lAT was not to assess any specific policy position. Since the Administration 
had not yet developed a policy position internally, the lAT did not have a specific 
implementation policy to model. It would not be valid for the lAT to devise a specific, 
hypothetical trading program and model the costs of implementing it.

12. Did the Administration modeling effort take into account the adverse effects on U.S.
competitiveness and the potential shifting of producers in the United States?

As several of the reviewers noted, the models used in the lAT do not handle international trade 
well and the lAT did not specifically account for effects on U.S. competitiveness. However, the 
Administration did rely on several analyses of competitiveness in coming to its decision on a 
negotiating position.



Schaefer Questions

12. The Administration frequently cites the 2000 economists who say they support
eontrolling greenhouse gases. Their statement supports as the mechanism either carbon 
taxes or emission permits. In the past, the Administration has said it opposes the use of 
taxes. Is that still the Administration’s position?

The first stage of the President’s climate change plan calls for tax cuts over the next 5 years to 
stimulate the development and adoption of energy efficient and carbon-lean technologies. These 
targeted tax cuts - coupled with focussed R&D spending, credit for early action by industry, 
Federal leadership through improved procurement and energy use, and industry-by-industry 
consultations to encourage carbon reductions - provide a solid foundation for the President’s 
plan to reduce our nation’s carbon emissions to 1990 levels by 2008-2012. In the next stage, 
around 2004, we will review our progress and evaluate our next steps as we move toward a 
market-based permit trading system for carbon dioxide. After the nation has reviewed its 
decade’s worth of experience, a carbon dioxide permit system, consistent with the 
reeommendation of the Economists’ Statement on Climate Change, will be implemented.
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Unitfed States Department of State

Bureau of Oceans anti International 
Environmental and Scientific Affairs

Washington. D.C 20520

November 14,1997

TO: OES - Melinda L. Kimble

FROM; OES/EGC - Daniel A. Reifsnyde

SUBJECT: Meeting with Staff of House Subcommittee on Energy and Commerce

On Friday, November 7.1 met with Cathy Van Way and Troy Timmons, House 
Subcommittee on Energy and Commerce, to discuss Chainnan Schaefer’s dissatisfaction 
with certain Administration responses to questions posed about negotiations under the 
U.N. Framework Convention on Climate Change. We provided responses to those 
questions on September 30,1997. This memorandum summarizes specific concerns of 
the Subcommittee. Julie Norton, Bureau of Legislative Affairs, and Barbara DeRosa- 
Joynt from this office also participated in the meeting. Later the same morning, I saw Joe 
Aldy from the Council of Economic Advisers at the White House and agreed to fax him a 
copy of the Subcommittee’s concerns so that CEA could determine whether further 
responses could be developed.

In general, Van Way said that responses to questions concerning the formation, 
costs and function of the Interagency Analytical Team, while important, are of less 
immediate urgency to the Subcommittee than responses to questions concerning the 
economic costs that might be incurred under a new protocol to the climate convention 
(i.e. Questions 7 onward are more urgent).

Question 1

What were the specific responsibilities of individual members of the Interagency 
Analytical Team. Did fte Interagency Analysis Team employ any outside contractors? If 
so, please identify them and indicate what work they undertook.

Question 2

Was there any documentation regarding the formation of the Interagency 
Analytical Team? If so, please provide copies.

Question 3

Please provide specifics on the costs of the Interagency Analytical Team - the 
Administration’s response was vague and unresponsive in this regard.
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Question 4

Is the Interagency Analytical Team still in existence? Yes or no. 

Question 5

No concern registered by Van Way.

Question 6

Did Under Secretary Eihlich issue any oral instructions to members of the 
Interagency Analytical Team that differed fiom the writtai instructions?

Question 7

The Administration’s response indicates that it is using a range of tools. What are 
these - please provide some specifics.

Question 8

What, in particular, did the Administration find to be unreliable about the effort 
undertaken by the Interagency Analytical Team?

Question 9

What cost per ton does the Administration consider to be acceptable? Or what 
percentage off GDP or how many jobs is the Administration willing to lose? Van Way 
indicated that she spoke with Michelle Joelyn (phonetic) about this question iu particular 
and had Joelyn’s commitment to provide a further response.

Question 10

No concern registered.

Question 11

What does the Administration plan to do domestically prior to 2008? Do we 
continue the voluntary route until 2008?

Question 12

CEA agreed to provide a further response to this question, according to Van Way.
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Question 13

Where does the money go if permits are recycled? Please explain what the 
Administration analyzed, even if it is abstract.

Question 14

No concern registered.

Question 15

What particular employment impacts were considered under the scenarios? How 
many jobs were lost or gained?

Question 16

No concern registered.

Question 17

No concern registered.

Question 18

No concern registered, although we agreed to review the response carefully. 

Question 19

No yet answered.

Question 20

Not yet answered.

Question 21

No concern registered.

Question 22

Not yet answered.

Question 23

Not yet answered.
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Question 24

No concern registered.

Question 25

No concern registered.

Question 26

I indicated that we have met with members of the Global Climate Coalition on 
numerous occasions since the GCC’s February letter to us. I suggested that the questions 
raised in the GCC’s February letter may well have been overtaken by events, and I asked 
whether it was really necessary to go back to February and respond to that letter. Van 
Way agreed to check on this. I suggested that, as an alternative, perhaps we could 
respond to a few key questions of concern to the GCC, if the Subcommittee considers a 
written response to be necessary.

Questions 27,28.29 and 31

Van Way said that all of these questions involve the E.U. Bubble. She asked 
whether there would be any opportunity for the United States to acquire tons from 
Eastern European countries through emissions trading if these countries become Member 
States of the European Union? She asked whether such countries would come in 
automatically under the E.U. Bubble, if there is a Bubble? She also asked whether this 
would make it cheaper for the E.U. to meet its emissions limitation commitments than for 
the United States. I agreed to review our responses to these questions and see what 
further information we can provide. I cautioned, however, that the E.U. Bubble is a 
sensitive issue now in the negotiations and that it may be preferable not to give detailed 
responses at tliis time.

TOTAL P.05
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The Honorable Janet Yellen 
The Honorable Timothy Wirth 
October 8,1997 
Page 2

tlic use uircspoi^e to Qu^tion 12, addressing wheUier the Administration still opposed
Subco^re You can understand my frustration, and that of the

a response that cssentiaUy said the Administration was still ^velopmg ite poltcy. This is disturbing not only because it may indicate a change in AdiSaZ
Sds criL^^ ^ ‘T’ T Administration position is on
this critical issue less than eight weeks away from the start of the final negotiating mating

Interagency Analytical Team tlic response was “no 
^ r oosts...” and the Administration “did have some contract costs for

-dw o.e Admird:s:'E';"-

will ^ forfowming at your earliest convenience. To that end, I ask that your staff meet as soon as 
posMblc wifo Commerce Committee majority and minority staff to spccity the questions that need

responses pnfor to foe start oSl next
negotiating session m Bonn, Gemiany which is scheduled for October 20,1997.

Thank you for your prompt attention to this matter,

Sincerel'

Dan Schaefer 
Chairman
Subcommittee on Energy and Power

Attachment

cc: The Honorable Tom Bliley, Chairman 
The Honorable John Dingcll, Ranking Member 
llie Honorable Ralph Hall, Ranking Member 

Subcommittee on Energy and Power
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SUBCOMMITTRE ON HNERGY AND POWRR
Hearing on Global climate Change 

Follow-Up Questions

^erapencv Analvfical Team Report

Please ulenlify each member of the Interagency Analytical Team (lAT) from the date of its
inccpnon to the present lime, any other participants insideor outside the Administration and 
specify their responsibilities.

Wlien was the [AT formed and what were the lATs instructions? Please provide any 
documentation regarding the formation of the lAT and its mission, responsibilities 
membership or assignments, ’

Please indicate the total cosLs of the lAPs efforts and the share paid annually by each
Department or Agency that was involved and please identify the source of the funds within 
each Department or Agency.

Is the lAT still in existence? [f so, what are its current responsibilities?

Please provide a copy of all dralfs of the lAT report in addition to the May 16 and 30 1997 
drafts, both earlier and later.

Please explain how the peer reviewers were selected? What instnictions were those peer
reviewers given? Please provide copies of any correspondence or instructions that were sent 
to the peer reviewers.

If the lAT effort is in fact a "failed" project as indicated in Administration testimony at the 
Subcommittee hearing how will the Administration determine the appropriate level 
ol future international climate change commitments for Kyoto and later?

As late ^ la.st May when Dr. Elirlich and oUicrs in the Administration held briefings on the 
then draft analysis and a.ssessmeiit there was no hint that the Administration considered this 
effort a lailure and the models to be um-eliable. What occurred since May that caused the 
Administration to apparently reach a different conclusion from that of Dr. Ehrlich?

fhe lAT draft analysis referred to three scenarios which resulted in costs of future climate 
commitments of approximately $200, $100 or $50 per ton carbon tax equivalent. Has the 
Administration concluded that a $200 per ton carbon tax equivalent cost will not harm the 
U S. economy,Jobs, and global competitiveness? Has the Administration concluded that a 
$100 per ton carbon tax equivalent cost will not harm the U.S. economy, jobs, and global 
compelUiveness? Has the AdminisirationconcludcdthaU $50 per ton carbon tax equivalent 
cosuvill nothai-m the U.S. economy, jobs, and global competitiveness. Please provide the 
basis for any of the above conclusions. If the Administration does not support any of the
above costs, what analysis or other information does the Administration intend to rely on to 
support a different amount?
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Is the paper prepared by the lA T both an analysis and assessment? How docs it relate to the 
"analysis and assessment" referred to in Paragraph 4 of the Berlin Mandate? Has the Ad Hoc 
Group on the Berlin Mandate provided an analysis and assessment as required by the Berlin 
Mandate?

11. y The lAT draft states that the central policy modeled for the analysis “is aimed at reducing 
carbon and other greenhouse gas emissions by stabilizing them at 1990 levels” and that 
policy would be “announcedin 2000 and its restrictions are phased in over a ten year period 
so that the policy would take full effect in 2010." Reports in the media after the Denver 
Summitthat President Clinton attended also referenced this date of 2010. In light of ElA’s 
projectionof emissions 22% above 1990 levels by 2010, is the Administration considering 
a target and timetable that calls for stabilization at 1990 levels by 2010?

12^ The Administration frequently cites the 2000 economists who say they support controlling 

greenhouse gases. Their statement supports as the mechanism either carbon taxes or 
emission permits. In the past, the Administrationhas .said it opposes the use of taxes. Is that 
^tiil the Administration’s position?

/ 13. / The lAT draft explains that tlicse emi.ssion reductions to achieve stabilization would be
through “issuing tradable permits at the earliest point of energy production or when imported 
into the U.S.” and that the permits “arc initially auctioned in a way that is revenue neutral: 
i.e., all revenues generated would be recycled through the economy." Would these revenues 
he deposited in the treasury as miscellaneous receipts under the Economy Acts? Would they 
then have to be recycled through changes in the lax laws or by appropriation? How would 
they be recycled?

14. j Does the Admmistrationbelieveihatpermitauctionsaretheequivalentofa newtax? If not, 
__/ please explain.

15. \ The lAT draft states that “among fuels, demand for coal bears the brunt of greenhouse gas 

stabilization." What is the impact on the U.S. economy as a whole and on the relevant coal 
regions of this policy towards coal? What will be the job impact? Is the Administration 
adopting an anti-coal policy? How is this policy consistent with President’s Clinton 1995 
reply to Mr. Dingell that tlic U.S. will not agree to any protocol that liarms our economy and 
jobs or our competitiveness?

Kyoto Agreemeni
■"'N

16. How long after December 1997 does the Administration think it will take to obtain Senate 
/ advice and con.scnt of any Kyoto agreement, to ratify that agreement, and to enact

implementing legislation?

17. Which Agency or Department would be respon.siblefor iraplememingthc provi.sions of any 
V agreement reached in Kyoto, including provision relating to joint implementation, emissions

trading, and advancing Article 4.1?
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18. What considerationhus been given or plans made regarding passage of legislation necessary
to implement any agreement reached in Kyoto?

U.S. Draft Protocol

19. Article 17.4 of the Framework Convention on Climate Change (FCCC) .specifies that only
“Parties to the Conventionmay be Particsto a protocol." However, there is no assurance that
all or even amujority of tire 167 Parties to the FCCC will deposit instruments of ratification
acceptance, approval or accession to any protocol adopted by the Parties by consensus or
otherwise m Kyoto. What assurances does the U.S. now have that most, if not all
developing country Parties to the FCCC will become Parties to a Kyoto protocol? Wliy is
It m the U.S. interest to agree, without such assurances, to a protocol that proposes to set
legally binding post-2000 targets and timetables for Annex I Parties only and also imposes
on the U.S. new and legally binding cornniiimcnls to advance implementation of Article 4 1
of the FCCC, such a.s Uiose prescribed in paragraph 1, 2, 3, and 4 of Article 5 of the U S
draft protocol? ’ ’

20. In a July 18,1994 letter to the then House Committee on Energy and Commerce, [the State
Department] said:

We agree that there are substantial commitments beyond 2000 for all parties
lotheFramcworkConvemionunderArticle4. Articlc4.l (applicableto both 
developed and developing countries) contains commitments that arc not 
limited by any specific timetable.

a) Is there any evidence to date that the U.S. is not abiding by these Article 4.1
commitments? If there is none, why should the U.S. voluntarily agree to reaffirm
as required by Article 5.1 of Uie June draft, to what the U.S. already agreed to when
it ratified the FCCC in 1992?

b) Is the U.S. asserting that other Annex I Parties are not abiding by such commitments'?
^ H so, please identify those Parties.

21. j Paragraph 2 of Article 5 of the U.S. draft Protocol mandates each Party to ‘^strengthen its
legal imd m.stitutional framework to advance implementation" of Article 4.1 commitments 
Wliat “framework" does the Administration have in mind? Does this suggest a new Federal 
or international agency or program? Would this be done through new legislation'? If not 
how would it be achieved in the U.S.?

^ / Article 5.3 requires that each Party take “measures to facilitate investment in climate-fiiendly 
technologies. What “measures" does the Administration contemplate? How would they 
be implemented in the U.S,? What are their rcgulatoiy and budgetary implementations?

23. Article 16 oi the draft provides that the Parties “.shall adopt, by [2005]. binding provisions
■so that all Parlies have quantitative greenhouse ga.s emissions obligations and so that there
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is a mechanism lor automatic application of progressive greeiiliousc gas emissions 
obligations to Parties, based upon agreed criteria."

a) Does Ibis mean that there could be a second protocol or anotlier legal instrument by 
[2005] which is only 7 years after the December meeting in Kyoto?

b) Do the words “all Parties" in this Article mean tliat only the “Parties” to Ure IJ.S. 
draft protocol would be required to “adopt" by 2005 such an instrument? Unless 
developing country Partie.s to the FCCC, such as China, India and Brazil, become 
Parties to the Kyoto instrument(as proposed by tire U.S.) prior to [2005], how docs 
this Article address the i.s.sue of greenhouse gas emission growth by all non-Annex 
1 Parties?

c) Could such a new instrument adopted by [2005] impose new and additional 
obligations on the U.S. beyond those proposed to be adopted in Kyoto? Why is that 
possibility a good re.sult for the U.S. economy, trade, and competitiveness?

d) What “mechanism for automatic applicalionof progre.s.sive greenhouse gas emissions 
obligations” docs the Administration contemplate by this proposal? Wliat are its 
implications for the U.S., including its sovereignty?

Article 16.1 of the Convention provides that “annexes shall be restricted to lists, forms, and 
any other material of a descriptive nature that is of a scientific, technical, procedural or 
administrative character." The U.S. draft protocol states, that it may not be “appropriate” to 
adopt the Article 16.1 Convention example. Please explain why. Docs die U.S. support 
annexes that would be substantive and mandatory?

Article 9 of the U.S. draft provides that Parties "shall cooperate” in cstablishinga “long-teim 
goal" regardingconcentrdtionsof gases. Article 10 calls for meetings at “regular interv’als" 
to. among other things, “periodically review the adequacy” of the Protocol and Article 8 calls 
for periodic review of the Protocol and guidelines “in light of evolving scientific knowledge 
related to climate change.” Article 2 already suggests a minimum of two budget periods. 
Article 16 tells the Parties to adopt “binding provisions" by [2005] for progressive 
“obligations.” Does the State Department contemplate over tlic next several decades a 
continuing proce.ss of meetings of both the Protocol and Convention Parties annually and a 
series of IPCC assessments, special reports, and technical papers, leading to a scries of 
protocols or other legal instruments that are likely to have significant economic iinpacis on 
the Parties and their people? Why is there a need for such frequent meetings and reviews?

1 he Global Climate Coalition sent a letter to the Department of State on February 14,1997 
raising a number of questions about the January 17,1997 version of the U.S. draft protocol, 
particularly in regards to trading. The Administration has not yet responded to those 
question.s. Please respond to them as part of your reply to this inquiry.
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F,U Bubble

30.

,. .le EU proposal made recently in Denver was developed last March as an EU “negotiating 
position for the ongoing negotiations on the Berlin Mandate” and it includes burden-sharing 
of a 10% reduction among EU members of tlie “overall emission reduction objective by the 
Community as a whole”. This appears to be a form of differentiation, a concept tlie U.S. is 
not supporting. 1 he existing FCCC bubble applicable to the EU presumably only covers 
policies and measures and, when adopted, it only covered the 12 Parties that were members 
of the EU in 1992. Does the U.S. understand that the EU is seeking, by its submissions and 
discussion with the U.S. delegation, to extend a form of the FCCC bubble to a protocol and 
anotlier legal instrument that may be adopted in Kyoto, to expand the bubble to cover any 
target and timetable or financial obligations and not just policies and measures, and to 
expand the bubble to include all present and future members of the EU, such as countries 
from Central and Eastern Europe? Why is such an expanded bubble in tlic economic and 
competitive interests of the U.S.?

What is the potential impact of such an expanded EU bubble on the U.S. proposal for 
international emis.sions trading? Would it ensure that the EU would get the benefit of any 
emissions deficit derived from such Central and Eastern European Members and deprive the 
U.S., Japan, Australiaand Canadaof that deficit? Would the U.S. then have to rely primarily
on Russia’s emissions deficit in order to derive any of the benefits of trading?

Article 22.3 ol the FCCC requires that regional economic integration organizations must 
declare the “extent of their competence” with regard to obligations under the FCCC. Does 
the U.S. believe that the EU has the competence to carry out legally binding targets and 
linielable.s and to enforce any differentiated targets for its members if they fail to achieve 
them?

The State Department's September 9, 1996 reply to the Committee stated that the U.S. did 
not agree to an “EU Bubble in Berlin” and that the U.S. delegation “,<!ucce.ssfully opposed 
including language in the Berlin Mandate which might have suggested that any country or 
group of countries could “bubble” in the post-2000 period.” The reply then said:

Cleai ly, the question of “bubbling” with respect to post-2000 commitments 
is complex, and one that will be closely scrutinized and carefully considered 
as negotiations progress. The Administration has consistently and 
continuously consulted with Congress, as well as with U.S. industry and U.S.
NGOs, on all aspects of the negotiations concerning post-2000 commiUnents 
and will continue to do so.

The Administration has not yet held meaningful discussions with this Committee on the 
issue of the EU bubbling to “meet and target and timetables,” its implications for the U.S,, 
its merits, or its complexities. Given the fact that negotiations arc Just approaching a 
conclusion in Bonn and Kyoto, when do you plan to consult us on this aspect of the 
negotiations?
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31. Since 1992, the composition of the only “regional economic integration organization,” 
namely the EU. has grown from 12 to 15 members and several other countries want to 
expand it further. Under what circumstances would the U.S. agree to an EU bubble that is 
or could be expanded?

KU Amendment to C'onvcntion

32. rhe EU has proposed an amendment to the Convention to provide for a vote to adopt all 
future protocols by three-fourths if all efforts at consensus are exhausted. Ilie proposed 
amendment would appear to have a retroactive effect for Kyoto.

a) Under this proposal, is it possible that tliree-fourths of the FCCC Parties could vote 
to “adopt” airy Protocol that imposed new obligations for Annex I and/or non-Annex 
1 Parties and then decide not to deposit an instrument of ratification, etc.?

b) Does the U.S. support such an amendment to the Convention?

c) Has tire U.S. position changed from its June 19,1996 response to thi.s Committee in 
regards to any of these matters? Would the Administration agree to a resolution of 
one of these mailers, namely voting on a protocol, without a resolution of the 
financial and budget matters for both the Convention and all future protocols?

Emissions Tradinjj

Does the Administratioirintend that any international emission trading program would apply 
in the same way and to the same extent to public and private entities internationally and in 
the U.S.? For example, would it apply to local governments and to defense or other agencies 
of each Party and to the emissions of such entities? What will be the impact on the U.S. 
Defense Department of an inlemalional, or, for the matter, a domestic, emissions trading 
program?

Greenhouse gases not covered by the Montreal Protocol are not pollutants within the 
meaning of the Clean Air Act and arc not subject to the command and control provisions of 
the Act or other environmental laws. It is our understanding that although the U.S. has cited 
(in a September 9th reply to this Committee) authority to implement the Climate Change 
Action Plan with voluntary mea.sures, the U.S. draft protocol, because it may call for 
mandatory measures, could not be given full effect in the U.S. without the enactment of new 
legislation by Congres.s. Do you share that understanding? Is the Administration 
considering a domestic emission trading legislative program patterned on the 1990 Clean Air 
Act?

34.
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36.

I Understand that the Administration has recently established the White House Climate 
V (Change Task Force, a Deputies Group and an Assistant Secretaries group. IMease explain

---- ^Ihe role and purpose of each in regards to the development of the Administration’s position
and policies for the international negotiations for a protocol or another legal instrument in 
1997 and for the development of implementing legislation in the U.S. Please identify the 
members of each group. Please provide any documents regarding the formation of these 
groups, their membership, mission, tasks, and/or assignments.

Please provide a tabic of all contracts, cooperative agreements, grants, and interagency 
agreements and any extensions thereof(hereinafter referred to as "agreements") entered into 
will! any individual, agency, or public or private entity (foreign or domestic) by or through 
any federal Department or Agency, including the Departments of Stale, Commerce and
Energy,andtheEnvironmcntalProtectionAgcncy, for the period beginning July 1, 1994 to
the present that relates to, or includes, (directly or indirectly) climate change matters or 
issues of any kind. These should include'matters relating to (a) domestic or international 
emissiontrading, including economic and other analysis ofsiich trading, the administration 
imd verification of such trading in the U.S. and elsewhere, (b) public outreach, general and 
specific public education, grass roots, community outreach, workshops, (c) transportation 
efficiency, alternative fuels, transportation generally, utilities, impact on pollutants like 
ozone and particulate matter, and (d) any legal analysis of these matters and of the 
Convention or of any statutes concerning climate change or trading. Each table should 
identify the date of the agreement, the agreement recipient, the amount of Federal funds, tlie 
term, including extensions, a brief description, the product and whether it i.s publicly 
available, and the status. Please include with each table the applicable "Statement of Work", 
including any revision thereof, for each such agreement.
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October 3, 1997

Mr. Dirk Forrister 
Chair
White House Climate Change Task Force 
The White House 
Washington, DC 20500

Dear Mr. Forrister:

RL
AH

Because the administration declined to provide a witness for our September 30 
hearing on climate change, members of our Committee were unable to ask questions 
on a variety of issues relevant to the climate change negotiations.

In an effort to allow the Senate—and the public at large—to appreciate the 
diplomatic, economic and technical issues we face as a consequence of the climate 
change issue, I respectfully request that the enclosed written questions for the record
be answered in a time frame prior to or concurrent with the upcoming negotiations in 
Bonn.

Should you, your staff, or officials in agencies generating responses to these 
questions require clarification of additional information, David Carman of the Senate 
Energy Committee staff may be reached at (202) 224-7933.

Thank you for your attention to this request. I will look forward to the 
administration’s responses.

Sincerely,
y

/ H r
/ y . / C

Frank H. Murkowski 
Chairman

cc: The Honorable Federico Pena
The Honorable Janet Yellen 
The Honorable Timothy Wirth 
The Honorable Chuck Hagel 
The Honorable Robert C. Byrd



Questions from Chairman Murkowski

1.

2.

3.

4.

5.

6.

7.

When will the Administration unveil its proposed “targets and
timetables” for carbon emission reductions?

When will the Administration release to the public the economic
analysis that it used in reaching these targets and timetables?

Will the economic analysis used to arrive at these targets and
timetables be peer reviewed?

a. If not, why not?

b. If so, will the peer reviewers comments be made public?

The Administration has indicated that it seeks to have an international
emissions trading scheme in the new treaty.

a. Roughly how many of the 165 parties to the existing climate
treaty have agreed to this approach?

The Administration has indicated that it wanted to have ‘^oint
implementation” with developing countries as a means to reduce the
costs of treaty compliance.

a. Roughly how many of the 129 developing country parties have
agreed to this approach?

The Administration has indicated that it will “advance existing
commitments” for developing countries and has even proposed a
means under which developing nations would “graduate” into binding
commitments.

a. Roughly how many of the 129 developing country parties have
agreed to the “graduation” approach?

b. Roughly how many of the 36 industrialized country parties have
agreed to the “graduation” approach?

Some of the key strategies for our negotiations—including developing
country participation, joint implementation, and emissions
trading—are not faring well in the negotiations.

a. If we don’t get all of these elements in a Kyoto Protocol, will we
walk away from the deal?



8.

9.

Questions for the Record - Page 2

Last week the DOE released a report (the so>caUed “five labs” study) 
indicating that we might reduce carbon emissions to 1990 levels with a 
$50/ton carbon tax and an aggressive energy R&D program. In 
response to this report, the Secretary of Energy was quoted in a press 
release as saying that the analysis “...showed that what was good for 
the environment would be good for the economy.”

a. Is it the Administration’s position that a $5Q/ton carbon tax 
would be good for the economy?

b. Does the DOE study analyze impacts on business and 
manufacturing?

c. Is the DOE study an economic study or an attempt to make 
predictions?

The economic modelling effort that was abandoned by the 
Administration earlier this year assumed that the mere announcement 
of an agreement to reduce carbon dioxide would immediately result in 
a 25% increase in the rate of improvement in energy efficiency.

a. Was this a valid and realistic assumption?

b. Did the peer reviewers feel it was a realistic assumption?

10. The administration economic modelling effort also assumed a 
decrease in long term interest rates to almost 2%.

a. Was this a valid and realistic assumption?

b. Don’t new taxes and higher costs tend to increase inflation and 
interest rates?

11. The administration modelling effort did not consider the costs 
associated with the development, implementation and monitoring of a 
trading program.

a. Was this a valid and realistic omission?

12. Did the administration modelling effort take into account the adverse 
el^ects on U.S. competitiveness and the potential shifting of producers 
in the United States?

13. It was reported earlier this month that the Administration is 
considering an executive order that would require federal agencies to 
reduce emissions by 20%. It was also reported that the Department of 
Defense will oppose any Administration proposal on climate change 
that threatens military readiness.



b.

c.

d.

Questions for the Record - Page 3

What studies have been done to assess the impact of such an
executive order on the U.S. military?

Have any such analyses been conducted by the Department of
Defense to your knowledge?

Is consideration being given to granting waivers to federal
agencies that cannot comply with emission reduction mandates
without compromising their legal obligations and vital
functions?

Is the Administration considering granting a waiver to the
Department of Defense? To any other departments or agencies?

14. The DOE “five labs” study concludes that a carbon emission reduction
of 390 million metric tons per year is required to stabilize emissions at
1990 levels in 2010 and is based on implementation of the program by
the year 2000. The study finds that by increasing energy efficiency
through a variety of federal and state programs with industry
participation as well as imposing a $50 per metric ton of carbon permit
price that ”2010 emissions could be cut by about 390 [million metric
tons] per year.”

a. Does this mean that we can reach 1990 levels by the year 2010 or
that in the year 2010, using new technology in combination with
regulatory and other measimes, we will begin to reduce
emissions at a rate high enough to stabilize emissions at 1990
levels at some point in the future?

b. In 2010, how many million metric tons will China or Brazil be
emitting per year? More than 390?

15. The DOE study concludes that "in all [three] cases, carbon reductions
require the nation to embark on an aggressive set of policies and
programs.”

a. Assiuning everything works as has been hypothesized in the
Efficiency Case (Case One), we will not achieve stabilization of
carbon emissions at 1990 levels by 2010, correct?

16. According to the report, the Case 2 and 3 scenarios require "better
technology, 'readier' markets, and a price of carbon that results in a
significantly increased willingness to manufacture, piurchase, and use
low-carbon technologies. It represents a vigorous national
commitment that goes far beyond current efforts."

a. If we were to agree to implement a program similar to Case Two,
including "a vigorous national program of research, development
demonstration, and diffusion, and a trading regime for carbon" at
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a price of $25/ton, we still will not stabilize emissions at 1990 
levels by 2010, correct?

b. According to the DOE study, only if we were to do all of the 
above and impose a $50/ton carbon charge would we be able to 
achieve stabilization at 1990 levels by 2010, correct?

c. To your knowledge, has any nation involved in the international 
climate negotiations proposed the adoption of an international 
mandate for developed countries to stabilize emissions at 1990 
levels by the year 2010?

d. If not, then tins study fails to tell us what would be necessary to 
achieve the significantly higher emission reductions that would 
be necessary to comply with any of the climate proposals that 
are on the table, correct?

If that is the case, then this study also fails to demonstrate that 
the U.S. can comply with the kind of legally binding emission 
reduction mandates currently under consideration in the 
international negotiations through use of esdsting technology at 
no cost to the nation, correct?

If $50/ton charges are required to stabilize emissions at 1990 
levels by 2010, how much would the per ton charge need to be to 
reduce emissions to 10% or 15% below 1990 levels? Would it 
double? Triple?

17. Recent studies conducted by DRI/McGraw-Hill conclude that a $180-
190/ton carbon charge would be necessary to stabilize emissions at 
1990 levels by 2010. (Pg. 4 of July 1997 study, 'The Impacts of Carbon 
Mitigation Strategies ...")

a. Can you explain why there is such disparity between DRI's and 
doe's estimates of the per ton charge necessary to reach 1990 
levels by 2010?

b. Has any attempt been made to reconcile these significant 
differences?

c. Is it possible that the necessary carbon charge would be higher 
than $50/ton to simply stabilize emissions at 1990 levels by 2010?

18. One of the primary conclusions stated in the DOE study is that each of 
the three scenarios under consideration "can produce energy savings 
that are roughly equal to or exceed costs"... "if feasible ways are found 
to implement the carbon reductions...." The report states, however, 
that the study did not analyze specific policies to achieve the 
reductions described in the cases or the political feasibility of policies.

f.
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19.

20.

21.

a. If we don't know what the policies or means for reductions are,
and have not determined whether or not they are feasible, how
can we rely on this report's conclusion that the reductions can
be achieved without a cost to the nation?

b. What are some of the means that might be used to achieve the
reductions? Would it involve new taxes? Note: Possible programs
mentioned include "energy efficiency codes and standards" and
"incentives tl^ough the tax system directed at investments in
energy- efficient technology in industry." (Page 1.13)

In numerous places in the report, information is provided on what
costs were taken into account or were excluded from consideration in
making the cost-benefit assessments. "... we count as benefits only
the energy savings to the nation.... Costs include the increased
technology cost plus an approximate estimate of the costs of program
and policy implementation." (Exec. Svunmary, footnote 2)

a. If no effort has been made to analyze specific policies to achieve
the described reductions, how did you determine costs of
programs and policy implementation?

What is an example of a "program" that was included in your
an^ysis. What is the cost of that program? What cost did you
assign to the "policy implementation" associated with that
program?

On page 1.12 of the report the following statement appears: We have
presented the direct and most easily quantified of the costs and
benefits, but have not attempted a full benefit-cost analysis. We do not
account for indirect effects of policies (e.g., the reallocation of
investment dollars to efficiency investments). We do not account for
the increased cost of some R&D programs that are needed to achieve
the scenario results nor do we count the benefit of reduced carbon and
other pollutant emissions. Also, we have not analyzed any possible
redistribution of wealth that could arise fi:om a carbon trading system
or other policy to increase the price of carbon-based fuel."

a. Aren't these pretty significant holes in DOE's analysis?

b. If a "full benefit-cost analysis" has not been conducted, then how
can you legitimately conclude that emission reductions can be
achieved through energy efficiency without cost?

On page 1.15, the report states that the $50/ton carbon charge is not a
"direct cost."

a. Why isn't the carbon charge considered a "direct cost?"
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22.

23.

b. Isn't it a direct cost to someone? Who has to pay it?

c. Is the cost of the carbon permit fees included in the analysis in 
any way?

The report characterizes the carbon charge as "a potentially large 
transfer payment" and makes the following statement: "The magnitude 
of the transfer payment, as well as the losers and winners from the 
transfers, depends on the nature of policy and its implementation as a 
cap and trade system or some alternative. The amount of money that 
could be in play is very large: $50/ton times 1.3 billion tons per year 
equals $65 billion per year." (Page 1.15)

a. Is it correct then that the study concludes that emissions 
reductions could be made at low or no cost yet fnils to take into 
account some $65 billion in "transfer payments?”

b. Who are these "losers" the DOE report refers to?

In describing the results of DOE's analysis, the statement is made that 
the DOE report "makes a strong case for the value of energy 
technology research, development, demonstration, and diffusion as a 
public response to global climate change." As the report points out on 
page 1.3, DOE's expenditure of $8 million on energy-efficiency 
research between 1978 and 1996 has resulted in net benefits of $28 
billion through 1996 including significant environmental, health, 
productivity and economic competitiveness benefits. As you know, 
numerous economists agree that research and development and 
technology deployment is the most cost-efficient way to address 
climate concerns. Indeed, it is precisely because of the kinds of cost- 
effective opportunities DOE has identified that these economists have 
concluded in a number of independent studies that the wisest course 
of action, is to delay the adoption of any kind of mandates or legally 
binding targets and timetable for a modest period of years to permit 
research and development to occxur and to generally avoid 
replacement of equipment and machinery prior to the end of its useful 
life cycle.The Administration has previously testified that if we "do it 
dumb," compliance with the proposed international target and 
timetable mandates could be very costly to the U.S.

a. Doesn't the DOE report provide further support and justification 
for not rushing into legally binding emission reduction mandates 
in December in Kyoto but delaying - even for a few years - to 
reap the benefits of the kinds of R& D the DOE report is 
promoting?

b. Can you quantify the "cost" of delaying for 10 or 20 years?
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c. Can you demonstrate that the cost of delay exceeds the cost of
adopting international mandates three months from now?

24. According to the DOE report, 95 miUion of the 135 million tons of
carbon reductions necessary in the utility sector to achieve
stabilization at 1990 levels by 2010, "comes from retirement of coal
power plants and carbon-ordered dispatching of the utility system...
and from repowering coal plants with natural gas." (Page 1.6)

a. How much does it cost to "repower" an average coal plant with
natural gas?

b. Who would bear these costs?

25. The DOE report says that the measures used to reduce emissions in
the utility sector are "cost-effective with a $50/ton carbon charge."
(Page 1.6)

a. When you say that retiring a coal plant is "cost-effective" with a
$50/ton carbon charge, aren't you really saying is that if we
impose a fee of $50 per ton of carbon, a given number of coal
plants will be forced to shut down?

b. How many existing coal plants would be "retired?"

c. Where are these plants located?

d. Has any consideration been given in DOE's analysis to the costs
associated with the shutdowns, layoffs, displacements that
would occur as a result of "retiring" existing plants?

e. When you say that energy savings or reductions can be achieved
at little or no cost "to the nation," does that include the citizens,
communities and businesses in this country?

26. The DOE report also states that the remaining reductions in the utility
sector would be achieved from renewables such as wind, biofuels,
expansion of hydropower, and extension of nuclear power plant liJfe.
(Page 1.6)

a. Explain what is meant by "nuclear power plant life extensions."

b. Does this study contemplate new nuclear power plants or a
greater dependence on nuclear power?

27. Txmiing to the transportation and industry sectors, the DOE report
contemplates a reduction of 50 million tons of carbon per year through
(a) advanced combustion turbine cogenerators in industry; (b)
biomass and black liquor gasification and low-carbon industrial
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processes; and (c) cellulosic ethanol/gasoline blends for automobiles.
(Page 1.6)

a. What kinds of industrial processes utilize advance combustion 
turbine cogenerators?

b. What percentage of industrial plants currently use these turbine 
cogenerators?

c. How much would it cost a given plant to re-outfit with a turbine 
cogenerator?

d. Are cellulosic ethanol/gasoline blends currently available to 
American consumers? What automobiles can use this fuel? What 
kind of conversion would be necessary for other cars to use this 
fuel? What would it cost?

The Acid Rain trading program exists solely within the United States
and operates primarily through the annual allocation of sulphur
dioxide permits to a known group of electric power generators,
correct?

29.

Why are the permits generally allocated only to electric power 
generators?

What mechanism is used to determine whether these entities' 
emissions are within their permit allowances?

What happens if a company's emissions exceed its permits?

What legal process exists to allow the regulated community to 
appeal decisions with which it disagrees in connection with the 
trading and emission program?

What costs are associated with the operation and administration 
of the trading program? How are these costs minimized to 
maintain market incentives?

I understand that the establishment of a trading regime similar to the 
sulphiu* dioxide program for carbon emissions has been proposed.

a. Would the carbon trading program operate domestically or 
internationally?

b. What role is envisioned for the Chicago Board of Trade?

b.

c.

d.

e.

c. Could a U.S. company such as an automobile manufacturer in 
Detroit purchase carbon permits through the Board of Trade 
from another developed country such as Germany? From a
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developing country such as Guatemala or Botswana?

If carbon permits may be purchased from a developing coimtry,
how woidd it be determined how many permits each developing
country would be allocated?

Would any UN agencies or bodies be involved in the
implementation of the emission trading program? How would
they be funded?

What kind of transaction costs would you expect to be associated
with an international emissions trading program?

g. Would state or local governments be required to purchase
carbon imits for emissions? Federal agencies?

h. What kind of allocation process would be set up to establish the
caps that would be required to provide incentives to trade?

L In the Acid Rain program, compliance with permits is ensured
through sophisticated continuous emissions monitoring
equipment. How would compliance with permit limitations be
ensured under this program?

j. Would developing coimtries have to reduce their own emissions
by one ton of carbon for each carbon unit they sell? How would
compliance be ensured for developing countries? Will developed
countries only be able to sell a carbon imit if they can
demonstrate they have already achieved the relevant
reductions?

k. What penalties would apply if a developing covmtry failed to
reduce its emissions at an amount commensurate with the
carbon units it had sold?

L Who will monitor countries or companies for enforcement
purposes?

What is the administration’s calculation or estimate of the greenhouse
gas emission reduction equivalent of the Clean Coal Technology
Program, which was a 7 billion dollar program, at least half of which
came from private industry?

What exactly is the Administration itself doing to develop new
technologies to reduce greenhouse gas emissions? I’m not talking
about what the government is doing with industry in a partnership, or
what industry is doing alone—what is the federal government doing
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Questions for Dr. Yellen
(from Senator Chafee)

1. Dr. Yellen, you indicate at the beginning of your testimony that the Administration,

“has not settled on a particular set of new policies to reduce greenhouse gas

emissions.” We are now twenty weeks away from Kyoto, when will it? Is there still

time for informed public review and debate on the options?

2. You also say in your prepared remarks that, “the effort to develop a model or set of

models that can give us a definite answer to the economic impacts of a given climate

change policy is futile.” How are we to respond? What reliable tools do we have to

determine what, if any, agreement is best for the United States?

3. Is the Administration considering some form of new energy tax to administer a new

treaty, domestically?

4. What advantages or disadvantages (economically and environmentally) might a

trading system have over energy taxes?

5. In order to use flexibility instruments like the proposed joint implementation and

emissions trading, do we need to have a cap on nations’ emissions?

To what extent can these instruments reduce the cost of implementation of

greenhouse gas emissions reductions for the United States and others? Is there

reliable data available?

6. Some have argued that innovation toward less greenhouse-intensive technologies

will occur in the absence of any market signal? Do you agree? Why or why not? If

-3-



a market signal is needed, how should it be provided?

7. Many are concerned that caps on industrialized nations’ emissions, without similar 

caps on developing nations’ emissions, will simply promote the flight of jobs, capital, 

and polluting activity to developing nations. Is this a valid concern? How should it 

be addressed? Would joint implementation help?

-4-



(SENATOR BOXER)

Dr. Yellen:

QiLestions

In the Administration’s economic analysis, it is stated that, “There is no
evidence of a wholesale ‘capital flight’ from the United States resulting
from an emissions reduction policy.” Can you please expand on this?

The United States has far lower energy costs than Europe and Japan. How
would our costs of emission reductions compare with theirs? How would
this affect our ability to compete?

Dr. Yellen, we have heard horror stories of all the catastrophic economic
effects that embarking on a policy of reducing our greenhouse gas
emissions would cause. Did the administration’s analysis consider the
positive effects on health, environment, AND the economy that reducing
greenhouse gases would produce?

We heard last week that the longer we wait to implement our reductions, the
more costly it will be in practically all sectors - health, environment, and
jobs. This reminds me of that commercial where the grizzled mechanic
says, “You can pay me now, or you can pay me later.” What did your
analysis find in terms of the costs of delaying action?

California has been a leader in development of new energy technologies.
Based upon your analysis, what industries are likely to grow over the next
20-30 years?



Questions from Senator Lieberman for Janet Yellin

1. Congressman Dingell suggested on 6/19/97 that the Administration’s analysis is “too late to 
inform the process, and likely will be used to justify what the Administration has already decided 
to do.” Please comment on his concerns.

2. If the economic impacts of climate policies cannot be determined precisely, how will the 
economic analysis be used to develop the Administration’s specific positions on a target and a 
timetable? Can the relative costs of different policies be evaluated with confidence by the Inter- 
Agency Team?
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Questions for the Record Submitted by Chairman Schaefer to 
Under Secretary of State Timothy .Wirth 

House Committee on Commerce 
Energy and Power Subcommittee 

July 15,1997

1. Q: Please identify each member of the Interagency Analytical Team (lAT) from 
the date of its inception to the present time, any other participants inside or outside 
the Administration, and specify their responsibilities.

A: Attached is former Under Secretary Ehrlich's list of people to call regarding lAT 
meetin^Members of the LAT had varying levels of participation and responsibility.

2. Q: When was the lAT formed and what were the lAT's instructions? Please 
provide any documentation regarding the formation of the LAT and its mission, 
responsibilities, membership or assignments.

A: Previously, Agencies worked independently on climate change economic analysis. 
Beginning in February 1996, however, the Department of Energy and the Environmental 
Protection Agency began to work together on global climate change analysis and called it 
the lAT. Their joint efforts provided the analytical foundation for the Springfield Global 
Climate Change Workshop in June 1996.

Former Under Secretary Ehrlich joined the Administration's climate change analysis 
effort shortly after the June 1996 Climate Analysis Workshop. He oversaw the analysis 
from mid 1996 to May 1997. Under Secretary Ehrlich's instructions were to use the lAT 
to provide a set of analytic tools that would allow the Administration to better understand 
the economics of the climate change issue.

3. Q: Please indicate the total costs of the lAT's efforts and the share paid annually 
by each Department or Agency that was involved and please identity the source of 
the funds within each Department or Agency.

-Qry''

A: Costs for the lAT were primarily for personnel. No effort was made to accumulate- 
costs related to the lAT activities. DOE and EPA, who had primary responsibility for the 
analysis efforts, did have some contract costs for modeling.

■ H;congressionals\wirth Q’s & A’s (summer 1997)\Shaefer Q&As.doc
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4. Q; Is the lAT still In existence? Ifso, what are its current responsibilities?

No lAT economic anaiysis of global climate change is underway.

5. Q: Please provide a copy ofall drafts ofthelAT report in addition to the May
16* and 30*, 1997 drafts, both earlier and later.

A: Enclosed with this response are photocopies of the May 12*, May 16*, and May 30* 
drafts of the lAT paper. The May 12* draft was circulated among members of the lAT 
and senior members of the Administration involved in climate change policy. The May 
16* draft was circulated to the peer reviewers, members of the lAT, and senior members 
of the Administration involved in climate change policy. The May 30* draft was released 
to the public on July 15*.

6. Q: Please explain how the peer reviewers were selected? What instructions were
those peer reviewers given? Please provide copies of any correspondence or
instructions that were sent to the peer reviewers.

A: The peer reviewers were selected based on recommendations from senior lAT 
members. Former Under Secretary Ehrlich made the final selection after consultation 
with the lAT and members from the White House Task Force on Climate Change.

Former Under Secretary Ehrlich sent letters and attachments to each of the reviewers as 
well as personally contacting each of them, llie letter dated March 20* is a copy of the 
initial letter sent to Professor Jorgenson. Identical letters were sent to the other peer 
reviewers over a period of weeks. Enclosed with this letter were a technology note and 
information on the lAT models and baseline. The undated letter is a copy of the letter 
that was sent to all reviewers on May 16* with copies of the May 16* draft of the lAT 
report. Copies of materials sent to the reviewers are enclosed.

7. Q: If the lAT eHort is in fact a ‘^failed” project as indicated in Administration
testimony at the Subcommittee hearing how will the Administration determine the
appropriate level of future international climate change commitments for Kyoto and
***®*'^ K • -f)

A: The lAT effort generated much useful information about how to^ifiodcl constraints on 
greenhouse gas emissions and their potential economic effects. [Hdwever, the lAT 
process was unsuccessful in providing a cuffioiently narrow range of estimated economic 
effects to support the Administration’s overall decision-making process//As part of the

H:congressionals\wirth Q’s & A’s (summer 1997)\Shaefer Q&As.doc
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ongoing Administration decision process, a number of different economic and other 
analyses are being evaluated as guides to the likely effects of reducing greenhouse gas 
emissions.

8. Q: As late as last May when Dr. Ehrlich and others in the Administration held 
briefings on the then draft analysis and assessment there was no hint that the 
Administration considered this effort a failure and the models to be unreliable. 
What occurred since May that caused the Administration to apparently reach a 
different conclusion from that of Dr. Ehrlich? , «-'/

A: When the Administration provided briefings on thp^ork being done by the lAT, the 
focus was on determining baselines for emissions l^ls, economic growth, and other key 

variables, and for explaining the different models mat were beingused. As the work 
done by the lAT proceeded, /he wide range of economic outcom^called into question 

the benefits of continued LAT work on these economic models, given the many other 
competing claims on agency resources.

9. Q; The lAT draft Analysis referred to three scenarios which resulted in costs of 
future climate commitments of approximately $200, $100, or $50 per ton carbon tax 
equivalent Has the Administration concluded that a $200 per ton carbon tax 
equivalent cost will not harm the U.S. economy, jobs, and global competitiveness? 
Has the Administration concluded that a $100 per ton carbon tax equivalent cost 
will not harm the U.S. economy, jobs, and global competitiveness? Has the 
Administration concluded that a $50 per ton carbon tax equivalent cost will not 
harm the U.S. economy, jobs, and global competitiveness. Please provide the basis 
for any of the above conclusions. If the Administration does not support any of the 
above costs, what analysis or other information does the Administration intend to 
rely on to support a different amount?

ed from $9

ThelATy
^ 1/ ^ found that the estimates of the costs to the U.S. economy of a carbon emissions reduc^
" ^ policy depended on factors, including targets and timetables, technology assumptions^nd

A the implementation of international emissions permit trading. As Dr. Janet Yellen 
(0^ remarked in her July 15,1997, testimony to the House Commerce Subcommittee on

Power, “It boils down to this: if we do it dumb, it could cost a lot, but if we do it smart, h 
will cost much less, and indeed could produce net benefits in the long run.”

H:congressionals\wirth Q’s & A’s (summer 1997)\Shaefer Q&As.doc



SEP-24-1997 15=38 QES FRONT OFFICE

Schaefer Q’s & A’s 4

2028470217 F.0‘15

10. Q: Is the paper prepared by the lAT both an analysis and an assessment? How
does it relate to the ‘^analysis and assess merit” referred to in Paragraph 4 of the
Berlin Mandate? Has the Ad Hoc Group on the Berlin Mandate provided an
analysis and assessment as required by the Berlin Mandate?

A: The lAT analyze!^ widerange of emissions targets and timetables as well as a range 

of implementation plahs-fsudn as international emissions trading and joint 
implementation). The lAT analysis does not have any direct relationship to the cited 
paragraph from the Berlin Mandate.

11. Q: The lAT draft states that the central policy modeled for the analysis “is
aimed at reducing carbon and other greenhouse gas emissions by stabilizing them at
1990 levels” and that policy would be “announced in 2000 and its restrictions are
phased in over a ten year period, so that the policy would take full effect In 2010.”
Reports in the media after the Denver Summit that President Clinton attended also
referenced this date of 2010. In light of ElA’s projection of emissions 22% above
1990 levels by 2010, is the Administration considering a target and timetable that
calls for stabilization at 1990 levels by 2010?

A; The lAT’s analysis focused on a standard emissions target widely used in the 
academic literaturervThe Administration is in the process of determining its position on 
targets and timetable^ The Administration’s negotiating position is still in development.

12. Q: The Administration frequently cites the 2000 economists who say they
support controlling greenhouse gases. Their statement supports as the mechanism
either carbon taxes or emissions permits. In the past, the Administration has said it
opposes the use of taxes. Is that still the Administration’s position^

A: The Administration’s position on implementation options;jf^ategies relating to 

greenhouse gas emissions reductions is still under development. This position will be 
determined in conjunction with a position on targets and timetables, which is also under 
development.

13. Q: The LAX draft explains that these emissions reductions to achieve
stabilization would be through “issuing tradable permits at the earliest point of
energy production or when imported into the U.S.” and that the permits “are
initially auctioned in a way that is revenue neutral: i.e., all revenues generated
would be recycled through the economy.”. Would these revenues be deposited in
the treasury as miscellaneous receipts under the Economy Acts? Would they then

H:congressionals\wiith Q’s & A’s (summer 1997)\Shaefer Q&As.doc
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have to be recycled through changes in the tax laws or by appropriation? How 
would they be recycled?

A: The lAT considered a range of revenue recycling possibilities at a very abstract level. 
The lAT did not examine the legal hamework under which these abstract options might 
be implemented in the United States.

14. Q: Does the Administration believe that permit auctions are the equivalent of a 
new tax? If not, please explain.

A; In general, they are not equivalent. Auctions focus on fixing quantities and leave 
prices fi^e to fluctuate, while taxes focus on prices and allow quantities to adjust to 
changed price levels.

IS. Q: The lAT draft states that “among fuels, demand for coal bears the brunt of 
greenhouse gas stabilization.” What is the impact on the U.S. economy as a whole 
and on the relevant coal regions of this policy towards coal? What will be the job 
impact? Is the Administration adopting an anti-coal policy? How is the policy 
consistent with President Clinton’s 1995 reply to Mr. Dingell that the U.S. will not 
agree to any protocol that harms our economy and jobs or onr competitiveness?
A: The lAT analysis found that the implicit price of carbon would range from $9 tc(^l45^ 

per ton depending on the model and assumptions used and the specific scenario analyzed.
Economic and job impacts would similarly span a range depending on the factors such as — -
tlic rate of technological change, targets and timetables, and international emissions ^ 
permit trading. p- 3

It is important to stress that the LAT analysis is just that - analysis - and not policy, as the 
question suggests. The LAT examined a wide variety of different analytic scenarios as 
part of its work, and explicitly was not charged with making policy recommendations.

16. Q: How long after December 1997 does the Administration think it will take to 
obtain Senate advice and consent of any Kyoto agreement, to ratify that agreement, 
and to enact implementing legislation?

A: There is little information on which to judge the timeframe for the advice and consent 
process, or for the enactment of implementing legislation in the climate arena. The U.N. 
Framework Convention on Climate Change was ratified by the Senate in October 1992, 
only four months after it was signed by President Bush at the Earth Summit in Rio de 
Janeiro in June 1992. That Convention required no implementing legislation. However,

H;congressionals\wirth Q’s & A’s (summer 1997)\Shaefer Q&As.doc



5EP-24-1997 15=39 DES FRONT OFFICE 2026470217 F.0'15

Schaefer Q’s & A’s

other Conventions, such as the Law of the Sea, have yet to be ratified, more than a dozen 
years after signature.

17. Q; Which agency or department would be responsible for implementing the
provisions of any agreement reached in Kyoto, including provisions relating to joint
implementation, emissions trading and advancing Article 4.17

A; It is anticipated that several Departments and agencies would have a role in the 
implementation of provisions related to joint implementation, emissions trading and -p^ ^
Article4.1,includingtheDepartmentofState, the Department of Energy, The 
Department of Justice, the Treasury Department, the Department of Agriculture, the ^
Agency for International Development, the Environmental Protection Agency, and >((

possibly the National Oceano^aphic and Atmospheric Administration and the National ^ ^ ^ ^ . 1
Aeronautics and Space Administration. The precise role of each could only be 
determined once specific provisions had been decided upon.

18. Q: What consideration has been given or plans made regarding passage of
legislation necessary to implement any agreement reached in Kyoto?

A: While some consideration has been given to the activities required under various 
agreement provisions (particularly those introduced by the United States), the lack of 
general acceptance of any of these provisions in the international negotiations makes the 
development of any specific legislative proposals premature. The Adminisfaration would 
intend, as part of its package of material to be sent to the Senate, to includp itWoposals 

for legislation that would be required to fully implement any agreement.

(Cl9.jQ: Article 17.4 of the Framework Convention on Climate Change (FCCC) 
specifies that only ‘“Parties to the Convention may be Parties to a protocol.” 
However, there is no assurance that all or even a majority of the 167 Parties to the 
FCCC will deposit instruments of ratification, acceptance, approval or accession to 
any protocol adopted by the Parties by consensus or otherwise in Kyoto. What 
assurances does the U.S. now have that most, if not all, developing country parties 
to the FCCC will become Parties to a Kyoto protocol? Why is it in the U.S. 
interest to agree, without assurances, to a protocol that proposes to set legally 
binding post-2000 targets and timetables for Annex I Parties only and also imposes 
on the U.S. new and legally binding commitments to advance implementation of 
Article 4.1 of the FCCC, such as those prescribed in paragraph 1,2,3, and 4 fo 
Article 5 of the U.S. draft protocol?
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A: [EGC]

In a July 18,1994, letter to the then House Committee on Energy and 
'''‘Cdnimerce [the State Department] said:

We agree that there are substantial commitments beyond 2000 for all 
parties to the Framework Convention under Article 4. Article 4.1 
(applicable to both developed and developing countries) contains 
commitments that are not limited by any speciflc timetable.

a) Is there any evidence to date that the U.S. is not abiding by these Article 4.1 
commitments? If there is none, why should the U.S. voluntarily agree to 
reaffirm, as required by Article S.l of the June draft, to what the U.S. 
already agreed to when it ratified the FCCC in 1992?

b) Is the U.S. asserting that other Annex I Parties are not abiding by such 
commitments? If so, please identify those Parties.

A: [EGq

21. Q: Paragraph 2 of Article 5 of the U.S. draft Protocol mandates each Party to 
“strengthen its legal and institutional framework to advance implementation” of 
Article 4.1 commitments. What “framework” does the Administration have in 
mind? Does this suggest a new Federal or international agency or program? 
Would this be done through new legislation? If not, how would it be achieved in 
theU.S.?

A. The Berlin Mandate calls for the negotiating process to “continue to advance the 
implementation” of Article 4.1 commitments, which also apply to developing countries. 
The primary U.S. objective, in proposing paragraph 2 of Article 5, was to encourage 
developing countries with inadequate legal and institutional frameworks to strengthen 
such fi^mcworks so as to improve implementation of Article 4.1. However, it was 
considered that there was no reason why such an obligation could not apply to all 
Parties, namely that all Parties could reasonably be asked to do something to strengthen 
their frameworks. Even the United States, with its highly developed legal and 
institutional system, could, for example, enhance its existing administrative abilities to 
collect and report on inventories of greenhouse gas emissions, It was not intended that 
any international institutions or processes would be needed to implement such a 
provision.
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/22y Q; Article 5.3 requires that each Party take “measures to facilitate investment 
Mhclimate-friendly technologies.” What “measures” do^s the Administration 

contemplate? How would they be implemented in the U.S.? What are their 
regulatory and budgetary implementations?

A: [Seidel]

'23J Q: Article 16 of the draft provides that the Parties “shall adopt, by [2005], 
JHnding provisions so that all Parties have quantitative greenhouse gas emissions 
obligations and so that there is a mechanism for automatic application of 
progressive greenhouse gas emissions obiigations to Parties, based upon agreed 
criteria.”

a) Does this mean that there could be a second protocol or another legal
instrument by [2005] which is only 7 years after the December meeting in
Kyoto?

b) Do the words “all Parties” in this Article mean that only the “Parties” to
the U.S. draft protocol would be required to “adopt” by 2005 such an
instrument? Unless developing country Parties to the FCCC, such as
China, India, and Brazil, become Parties to the Kyoto instrument (as
proposed by the U.S.) prior to [2005], how does this Article address the
issue of greenhouse gas emission growth by all non-Annex I Parties?

c) Could such a new instrument adopted by [2005] impose new and additional
obligations on the U.S. beyond those proposed to be adopted in Kyoto?
Why is that possibility a good result for the U.S. economy, trade, and
competitiveness?

d) What “mechanism for automatic application of progressive greenhouse gas
emissions obiigations” does the Administration contemplate by this
proposal? What are its implications for the U.S., including its sovereignty?

A: [EGC]

24. Q: Article 16.1 of the Convention provides that “annexes shall be restricted to
lists, forms, and any other material of a descriptive nature that is of a scientific,
technical, procedural or administrative character.” The U.S. draft protocol states,
that it may not be “appropriate” to adopt the Article 16.1 Convention example.
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Please explain why. Does the U.S. support annexes that would be substantive and 
mandatory?

A: You correctly note that Article 16.1 of the Convention limits the use of annexes to 
certain types of material. This is not because there is any inherent reason why annexes 
should be so restricted. Rather, it is because Article 16 goes on to provide an entry-into- 
force procedure for annexes (and amendments to annexes) under which an annex (or 
amendment to an annex) enters into force for a Party unless a Party affirmatively does not 
accept it. (Other modifications to the Convention must be affirmatively accepted by 
Parties to be binding on them.)

In the context of the Convention, as well as other treaties, the U.S. insisted that the quid 
pro quo for such a “tacit” amendment procedure with an “opt-out” provision was that 
annexes be limited to material of a technical (scientific, etc.) nature. This view is 
consistent with views expressed by the Senate. The purpose of the U.S. comment with 
respect to the climate change protocol was to flag that annexes are not automatically 
entitled to “opt-out” procedures; rather, it depends on their context.

25. Q: Article 9 of the U.S. draft provides that Parties “shall cooperate” in 
establishing a “long-term goal” regarding concentrations of gases. Article 10 calls 
for meetings at “regular intervals” to, among other things “periodically review the 
adequacy” of the Protocol and Article 8 calls for periodic review of the Protocol and 
guidelines “in light of evolving scientific knowledge related to climate change.”
Article 2 already suggests a minimum of two budget periods. Article 16 tells the 
parties to adopt “binding provisions” by [2005] for progressive “obligations.” Does 
the State Department contemplate, over the next several decades a continuing _ 
process of meetings of both the protocol and Convention Parties annually and a 
series of IPCC assessments, special reports and technical papers leading to a series 
of protocols or other legal instruments that are likely to have significant economic 
impacts on the Parties and their people? Why is there a need for such frequent 
meetings and reviews?

A: The U.S. has proposed a periodic review of the agreement to insure that any changes 
in the science are fully taken into account by the Parties. Such flexibility insures that if 
new information emerges indicating a reduced need to act, the agreement could be 
modified; conversely, if additional actions needed to be taken to address the threat of 
climate change, appropriate action would not be delayed. The U.S. proposal also seeks to "7 

insure that Parties would be fully informed regarding the compliance of all other Parties - 
thus removing a potential problem of one Party gaining a competitive advantage though 
not fully meeting its obligations, while other complying Parties might be penalized.
Finally, the U.S. proposal, while setting specific commitments for developed countries, 
recognizes the need for all Parties to participate. It therefore calls for the negotiation of a 
new agreement by [2005] that would require all countries - including developing
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coxintries - to adopt legally binding limits on their emissions. We assume that at each 7 
stage of the process, a full assessment of the costs and benefits of action would be taken 
phot to committing the United States to any new legal obligation. __|

The U.S. proposal for an agreement does not specify the frequency of IPCC Assessments. 
These reports (the third of which is anticipated to be released in late 2000 or early 2001), 
have so far been scheduled on a fivey^cycle - long enough to allow new scientific 
information to develop, but frequedw^ough to provide the policy community with 
regular updates on the state of Idowl^ge regarding the climate change issue.

26.y Q; The Global Climate Coalition sent a letter to the Department of State on
.JIdbruary 14,1997, raising a number of questions about the January 17,1997, 

version of the U.S. draft protocol, particularly In regards to trading. The 
Administration has not yet responded to those questions. Please respond to them as 
part of your reply to this inquiry.

A: [EGC]

27. Q; The EU proposal made recently in Denver was developed last March as an
EU ‘‘negotiating position for the ongoing negotiations on the Berlin Mandate” and it
includes burden-sharing of a 10% reduction among EU members of the “overall
emission reduction objective by the Community as a whole.” This appears to be a
form of differentiation, a concept the U.S. is not supporting. The existing FCCC
bubble applicable to the EU presumably only covers policies and measures and,
when adopted, it only covered the 12 Parties that were members of the EU in 1992.
Does the U.S. understand that the EU is seeking, by its submissions and discussion
with the U.S, delegation, to e.\tend a form of the FCCC bubble to a protocol and
another legal instrument that may be adopted in Kyoto, to expand the bubble to
cover any target and timetable or financial obligations and not just policies and
measures, and to expand the bubble to include all present and future members of
the EU, such as countries from Central and Eastern Europe? Why is such an
expanded bubble m the economic and competitive interests of the U.S.?

A; The EU has made clear that it believes theimbble covers not only policies and 
measures, but also any target and timetable./T^Ws argued that it may use the bubble not 
only in meeting the non-binding aim of the Gofwention, but also in meeting any new 
obligations established under the protocol or other legal instrument. To date, the EU has 
not discussed with us whether it also covers financial issues. They have also indicated 
they have not yet determined how or under what circumstances the bubble would apply to 
new member states.
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The United States believes it is the interest of a stable Europe that the European countries 
continue to develop economically, and has so far been disinclined to intervene in the 
domestic affairs of any European nation. However, in the context of any new agreement 
under the Climate Convention, we have not yet accepted that the European member states 
should be allowed to “bubble” their obligations, nor would we support their doing so 
unless we were satisfied that such an agreement would not disadvantage the United 

States.

28. Q: What is the potential impact of such an expanded EU bubble on the U.S. 
proposal for international emissions trading? Would it ensure that the EU would 
get the benefit of any emissions deficit derived from such Central and Eastern 
European Members and deprive the U.S., Japan, Australia, and Canada of that 
deficit? Would the U.S. then have to rely primarily on Russia's emissions deficit in 
order to derive any of the benefits of trading?

A: The impact of an expanded EU on any emissions trading provisions is dependent on 
the level of the target, and the restrictions placed on a trading regime. If country targets 
or trading restrictions were set so that they required “real” reductions, no specific benefit 
would necessarily accrue to the European Union, and any reductions would entail real 
costs. Neither is it clear that the European Union would necessarily claim all the benefits 
of an expanded membership - emissions trading should in theory equalize the price of 
reducing a unit of emissions regardless of whether it is in Europe or Russia or the United 
States. Most analy^jdop/sugges^that if the U.S. is to use emissions trading to 

substantially offset its domestic emissions, even the entirety of the Eastern European 
country emissions would not suffice; Russia is the only country large enough to 
accommodate our current levels.

W-

29. Q: Article 22.3 of the FCCC requires that regional economic integration 
organizations must declare the **extent of their competence” with regard to 
obligations under the FCCC. Does the U.S. believe that the EU has the competence 
to carry out legally binding targets and timetables and to enforce any differentiated 
targets for its members if they fail to achieve them?

A: It is not yet clear how the EU competence will be applied in its implementation if any 
new obligations under a new legal instrument. We, along with others (e.g., Australia and 
Japan) have insisted that the issue of EU competence be made fully transparent and 
provisions for compliance be made acceptable to all Parties before we would agree to 
allow the EU to undertake its commitments as a single entity rather than individually 
through each member state.

Ia_lL
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The State Department’s September 9,1996, reply to the Committee stated 
ME^t the U.S. did not agree to an “EU Bubble in Berlin” and that the U.S. delegation 

^^successfully opposed including language in the Berlin Mandate vvhich might have 
suggested that any country or group of countries could “bubble” in the post-2000 
period.” The reply then said:

Clearly, the question of “bubbling” with respect to post-2000 commitments is 
complex, and one that will be closely scrutinized and carefully considered as 
negotiations progress. The Adminbtration has consistently and continuously 
consulted with Congress, as well as with U.S. industry and U.S. NGOs, on all 
aspects of the negotiations concerning post-2000 commitments and will 
continue to do so.

The Administration has not yet held meaningful discussions with this Committee on 
the issue of the EU bubbling to “meet target and timetables,” its implications for the 
U.S., its merits, or its complexities. Given the fact that the negotiations are just
approaching a conclusion in Bonn and Kyoto, when do yon plan to consult u$ on
this aspect of the negotiations?

A: [EGC]

31. Q: Since 1992, the composition of the only “regional economic integration
organization,” namely the EU, has grown from 12 to 15 members and several
countries want to expand it further. Under what circumstances would the U.S.
agree to an EU bubble that is or could be expanded?

A: The U.S. has made it clear throughout these negotiations that there is no EU 
entitlement to a so-called “bubble” in the Kyoto agreement. Indeed, how a bubble would 
operate upon EU expansion is one of the many concerns that we and others (for example, 
the Japanese) have raised in connection with the EU proposal.

32. Q: The EU has proposed an amendment to the Convention to provide for a vote
to adopt all future protocols by three-fourths if all efforts at consensus are
exhausted. The proposed amendment would appear to have a retroactive effect for
Kyoto.

a) Under this proposal, is it possible that three-fourths of the FCCC Parties
could vote to “adopt” any Protocol that imposed new obligations for Annex 1
and/or non-Annex I Parties and then decide not to deposit an instrument of
ratification, etc.?
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b) Does the U.S. support such an amendment to the Convention?

c) Has the U.S. changed from its June 19,1996, response to this Committee in 
regards to any of these matters? Wouid the Administration agree to a 
resolution of one of these matters, namely voting on a protocol, without a 
resolution of the financial and budget matters for both the Convention and 
all future protocols?

A: (a) Yes. Under the current Climate Convention, as well as this proposal, Parties could 
adopt an agreement (pursuant to whatever rule of procedure governs adoption) and then 
not ratify.

(b) We have substantial concerns about the provisional application aspect of the proposal. 
In effect, it amends the treaty without waiting for the Parties to ratify the amendment.

[Unsure of response to Conunittee in July 1996 - must cross-reference.]

r3^Q: Does the Administration intend that any international emission trading 
^^ogram would apply in the same way and to the same extent to public and private 

entities internationally and in the U.S.? For example, would it apply to local 
governments and to defense or other agencies of each Party and to the emissions of 
such entities? What will be the impact on the U.S. Defense Department of an 
international, or, for that matter, a domestic, emissions trading program?

[Seidel] —

p4/Q: Greenhouse gases not covered by the Montreal Protocol are not pollutants 
^fmhin the meaning of the Clean Air Act and are not subjected to the command and 

control provisions of the Act or other environmental laws. It is our understanding 
that although the U.S. has cited (in a September 9'*' reply to this Committee) 
authority to implement the Climate Change Action Plan with voluntary measures, 
the U.S. draft protocol, because it may call for mandatory measures, could not be 
given full effect in the U.S. without the enactment of new legislation by Congress. 
Do you share that understanding? 1$ the Administration considering a domestic 
emission trading legislative program patterned on the 1990 Clean Air Act?

A: [Seidel]
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Q: 1 understand that the Administration has recently established the White 
Siouse Climate Change Task Force, a Deputies Group apd an Assistant Secretaries 

group. Please explain the role and purpose of each in r^ards to the development of 
the Administration’s position and policies for the international negotiations for a 
protocol or another legal instrument in 1997 and for the development of 
implementing legislation in the U.S. Please identify the members of each group. 
Please provide any documents regarding the formation of these groups, their 
membership, mission, tasks, and/or assignments.

A: [Seidel]

p67Q: Please provide a table of all contracts, cooperative agreements, grants, and 
idteragency agreements and any extensions thereof (hereinafter referred to as 
“agreements’O entered into with any individual, agency, or public or private entity 
(foreign or domestic) by or through any federal Department or Agency, including 
the Departments of State, Commerce, and Energy, the Environmental Protection 
Agency, for the period beginning July 1,1994 to the present that relates to, or 
includes (directly or indirectly) climate change matters or Issues of any kind. These 
should include matters relating to (a) domestic or international emission trading, 
including economic and other analysis of such trading, the administration and 
verification of such trading in the U.S. and elsewhere, (b) public outreach, general 
and specific public education, grass roots, community outreach, workshops,
(c) transportation efficiency, alternative fuels, transportation generally, utilities,
impact on pollutants like ozone and particulate matter, and (d) any legal analysis of
these matters and of the Convention or of any statutes concerning climate change or
trading. Each table should identify the date of the agreement, the agreement
recipient, the amount of Federal fhnds, the term, including extensions, a brief
description, the product, and whether it is publicly available, and the status. Please
include with each table the applicable ‘‘Statement of Work,” including any revision
thereof, for each agreement.

A: [Interagency]
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August 22, 1997

The Honorable Janet YcUen 
Chair
Council of Economic Advisors 
Old Executive Office Building 
Washington, D.C. 20502

Dear Ms. Ycllcn:

On Jidy 15, 1997. you pre.sented the Administration's views on the economic nn<l 
cnviromncnt impact of the proposed international global cUmatc change agreement before the 
Energy and Power Subcommittee. On behalf and the members of the Subcommittee. T thank von 
tor your inlorraativc testimony. The hearing was indeed enlightening,

Wi^tbcconclusionoftheeighthmcetingoftheAdHocGrouponthcBerlinMandate I see
significMt benefit to a roundof follow-up questions to clarify, for the record, some of the issues UkU 
were rai.sed dunng your testimony and the question and answer session that followed.

Attached is a list of questions for you to answer on behalf of the Administration. I ask that 
you work wiUi the other relevant departments and agencies in dcvclopmg responses and providing 
the relevant documentation where requested. Your responses will be entered into the record in foe 

manner m your original testimony. Your responses would be appreciated on or before 
^jeptember 22,1997. If you have any questions, please call Cathy Van Way at (202) 225-29 >7.

Thank you for your continued attention and assistance to foe matter.

Dan Schaefer 
Chairaian
Energy and Power Subcommittee
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SUDCOMMITTCE ON EnCROY AND POWER
Hearing on Gi.oijal climate Chance 

Follow-Up Questions

Intera^^encv Analytical Team Report

1. Please identify each member of the Interagency Analytical Team (I AT) from the date ofits
incei^nn to the present Ume, any otlicr participants inside or outside the Administration ,11 kI
specify their responsibilities.

2.

3.

4.

5.

7.

8.

When was the lAT formed and what were tlic lAT’s instructions? Please provide aiu
documentation regarding the formation of the lAT and its mission, responsibiliiie^
membership or assigmnents.

Please indicate the total costs of the lATs efforts and the share paid annually by cad.
Departmentor Agency that was involved and please identify the source of the funds within
each Department or Agency,

Is the lAT still in existence? If so, what are its current responsibilities?

Please provide a copy of all drads of the lA'l’ report in addition to the May 16 and 30 190 /
drafts, both earlier and later.

Please explain how the peer revic^vcrs were selected? What instructions were tliosc pen
reviewers given? Please provide copies of any correspondence or instructions that wer-' ^cni
to the peer reviewers.

If thelAT effort is in fad a "faUed" project as indicated in Administration testimony M ibe
Subcommittee hearing how will the Administration determine the appropriate leve l
of fiiUire international climate change commitments for Kyoto and later?

As late as last May when Dr, Elirlich and others in the Administration held briefings on the
then drall analysis and assessment there was no hint that the Administration considered lhi^:
effort a failure and the models to be unreliable. What occurred since May that caused the
Admmistrafion to apparently reach a dilfcrcnt conclusion from that of Dr, Ehrlich?

The lAT draft analysis referred to three scenarios which resulted in co.sLs of future climate
commitments of appro,ximatcly $200, $100 or $50 per ton carbon tax equivalent Has the
Administration concluded that a $200 per ton carbon tax equivalent cost will not harm the
U.S, economy,jobs, and global competitiveness? Has the Administration concluded (hat a
$100 per ton carbon tax equivalent cost will not harm the U.S. economy, jobs, and global
competitiveness? Has the Administration concluded that a $50 per ton carbon tax equivnient
cost will not harm the U.S. economy, jobs, and global competitiveness. Please provide the
basts (or any of the above conclusions, if the Admini.stration docs not support any otThe
above costs, what analysis or other in formation docs the Adininistration intend to rely .w, i„
support a different amount?
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11.

12.

10. iMhepapcrprcparedby thcIATbothananalysisanda.s3essmcnt? How docs it relate m ilu- 
analysis and as-sessment" referred to in Paragraph 4 of the Berlin Mandate? Has the AJ H...

Group on the Berlin Mandate provided an analysis and asscssmentas required by the I k-rlii, 
Nldnciutts?

The lAT draft states that the central policy modeled for the analysis ‘Is aimed at rcduci.u 
carbon and other greenhouse gas emissions by stabilizing them at 1990 levels’* and tlni 
policy would be “annoimced in 2000 and its restrictions are phased in over a ten year period 
so that the policy would take full effect in 2010.” Reports in the media after the Denvo, 
Surainit that Pre.sidcnt Clinton attended also referenced this date of 2010 In light of 1-1 A " 
projectionof emissions 22% above 1990 levels by 2010. is the Adminislretion considering 
a target and timetable tliat calls for stabilization at 1990 levels by 2010?

The Administration frequently cites the 2000 economists who say they support controlling 
greenhouse gases. 'ITieir statement supports as the mechanism either carbon taxes or 
emission permits. In the past, the Administrationhas said it opposes the use of taxes. Is ibit 
still the Administration’s position?

13. The lAT draft explains that tliesc emission reductions to achieve stabilization would ho 
throu^ “issuing tradable permits at the earliest point of energy productionor when imported 
into the U.S. and that the permits “arc initially auctioned in a way that is revenue neutral; 
i.e all revenues generated would be recycled through the economy.” Would these revenues 
be deposited in the treasury as misccUaneous receipts under the Economy Acts? Would they
then have to be recycled through changes in the tax laws or by appropriation? How would 
they be recycled?

14. Docs the Administrationbelicvcthatpermitauctionsarethccquivalentof ancwtax? H'noi
please explain.

15. The lAT draft ^tes that “among fuels, demand for coal bears the brunt of greenhouse gas 
stabilization. What is the impact on the U.S. economy as a whole and on the relevant coal 
regions of this policy towards coal? What wUl be the job impact? Is the Admtm'strntion 
adopting an anh-coal policy? How is this policy consistent with President’s Clinton 199s 
reply to Mr. Dingell that the U.S. will not agree to any protocol that harms our cconomv and 
jobs or our competitiveness?

Kyoto Ai/reemenr

16. How long after December 1997 does the Administration think it will take to obtain Srnuic 
advice and consent of any Kyoto agreement, to ratify that agreement, and to enact 
implementing legislation?

17. Which Agency or Department would be responsible for implementing the provisions ol atn 
agreement reached in Kyoto, includingprovisionrclalingto joint implementation.cmis?ion:; 
trading, and advancing Article 4.1 ?
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18. What considcrationhas been given or plans made regarding passage of legislation neo
to implement any agreement reached in Kyoto? C''v'5arv

U.S. Draft Pmtnrnl

19. Article 17.4 of the Frumework Convention on Climate Change (FCCC) specifics that
Parties to the Conventionmay be Parties to a protocol.” However, there is no assurance ih .i

all or even a majority oflhe 167 Parties to the FCCC will depositinstrumentsof ratifiemion
acceptance, approval or accession to any protocol adopted by the Parties by consensus or
otherwise m Kyoto. What a.s.surances docs the U.S. now have that most, if not all
developing country Parties to the FCCC will become Parties to a Kyoto protocol? Wliy is
it in the U.S. interest to agree, without such assurances, to a protocol that proposes to sci
legally binding post-2000 targets and timetables for Annex I Parlies only and al.so imj .r>ses
on the U.S. new and legally binding commitments to advance implemcntationof Article A 1
ot the FCCC, such as those prescribed in paragraph 1.2. 3, and 4 of Article 5 of the l i S
dral\ protocol?

In a July 18,1994 letter to the then House Committee on Energy and Commerce, [the Statf'
Department] said:

We agree that there are substantial commitments beyond 2000 for all parties 
to the Framework Convention under Article 4. Article 4.1 (applicable to both 
developed and developing countries) contains commitments that are not 
limited by any specific timetable.

a) Is there any evidence to date that the U.S. is not abiding by these Article 4.1
commitment.^? If there is none, why should the U.S. voluntarily agree to reaffinn.
as required by Article 5.1 of the June draft, to what the U.S. already agreed to xvlien
it ratified the FCCC in 1992?

b) Ls the U.S. asserting that other Annex I Parties are not abiding by such commi tmei its''
If so, please identify those Parties.

Paragraph 2 of Article 5 of the U.S. draft Protocol mandates each Party to “strengthen ii; 
legal and institutional framework to advance implementation” of Article 4.1 commitments. 
What “framework” docs the Administration have in mind? Docs tlus sugge.st a new Federal 
or mtcmational agency or program? Would this be done through new legislation? II not 
how would it be achieved in the U.S.?

Article 5.3 requires that each Party take‘Wsurcs to facilitaicinve.slmentin climatcfriendlv
technologies. ’ \^at “measures” docs the Admini.stration contemplate? How would llicv 
be implemented in the U.S.? What are their regiUatory and budgetary implementations '

'f ‘,f binding provUi.ms
so mat all Parties have quantftadve grecnhou.se gas emissions obligaUoas and so that ihw
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25.

26.

a)

b)

pr=frt“" “"'‘1'’'“ “»*“ '»8“i 1"
[20051 which IS only 7 years after the December meeting in Kyoto?

Do *e words “all Parties” in this Article mean that only the “Parties” to the n s 
draft protocol would be required to “adopt” by 2005 such an uistrumenl? I'ntcv. 
developing county Parties lo Ihe FCCC, such aa Chinn, India and Orazil. beem.

to the Kyoto inMrument(aa proposed by the U.S.) prior to [2005 |, ho« docs 
this iA^icle address the issue of greenhouse gas emission groxvth by all non-Auncx 
I Pflftici)?

0 Could such a new instrument adopted by [2005J impose new and addilion.l 
obli^tiomon the U.S. bcyoiri those proposed to be adopted in Kyoto? Why is ih n 
possibihty a good result for the U.S. economy, hade, and competitiveness?

obhgauons does the Admmistranon contemplate by this proposal? What arc i.s 
implications for Ihe U.S., mcluding its sovereignty?

my oAct Mlenal of a ^rrptive nature that Is of a scieatinc. technical, procedural o,

a“d^ri::::irbi m':r:e"xsii.o;r •
establishinga "long-lcn.,

m r'*' '»■=* f<>^ at ^egular mtennls
to, amongotherthm^penodtcaUyrcview the adcquacy”of the Protocol and ArticlegcalN 
for^^omvrewofthe Protocol and guidolines"inliehtorevolving,«iie„rifloknowlX

,T ^ “‘'"‘*5' of wo budget perio*^l^m “ rt u“T “r^l"'’' “•’“‘‘“S Pt^visions” by [2005] for pro^isivc 
obligations. Does the State Department contemplate over the next acveral deciulcs

Mri^rof Convention Parties annually and n
Mnes of IPCC asmssmcnls. special reports, and technical papers, leading to a series ol
rSl L°L°d^h >“^<’'5' to have signilicmit economic impac.s o.,
the Patties and their people? Why is there a need for such ftequent meetings and reviews '

Tte Global Chmaie Coalition sent a leiiet to the Department of Suie on February 14 I'I9'
rai^anumber of queslionsaboul die Januaiy 17,1997 version of the U.S. draft pto'lncol
Crioi^ m" 'a “r.™®- ■'dminisualion has not yet responded to llmsc
quesnons. Please respond ro Ihem as part of your reply lo Ihis inquiry.
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30.

i

The EU proposal made recently in Denver was developed last March as an EU “nccoti ilim­
position for the ongoing negotiationson the Berlin Mandate” and it includes burden-sh'u i.m
ofalO%reductionamongEUmembersofthe“overall emission reduction objective by the
Community as a whole”. This appears to be a form of differentiation, a concept the U s , s 
not supporting. The existing FCCC bubble applicable to the EU presumably only cuveis 
policies and measures and, when adopted, it only covered the 12 Parties that were memhei s 
of the EU in 1992. Docs the U.S. understand that the EU is seeking, by its submissions an. 1 
discussion with the U.S. delegation, to extend a form of the 1- CCC bubble to a protocol and 
another legal instrument that may be adopted in Kyoto, to expand the bubble to cover any 
target and timetable or financial obligations and not just policies and measures, and to 
expand the bubble to include all present and future members uf the EU, such as couiUrit-^
from Central and Eastern Europe? Why is such an expanded bubble in the economi. and 
competitive interests of the U.S.?

^at is the potential impact of such an expanded EU bubble on the U.S. proposal for 
mtemational emissions trading? Would it ensure that the EU would get the benefit of aiu- 
emissions deficit derived from such Central and Eastern European Members and depri^ c the 
U.S., Japan, Australiaand Canada of that deficit? Would the U.S. then have to rely primai-ilv
on Russia’s emissions deficit in order to derive any of the benefits of trading?

^iclc 21.2 of the FCCC requires that regional economic integration organizations imi.n 
declare the “extent of their competence” with regard to obligations under the FCCC. Docs 
the U.S. believe that the EU has the competence to carry out legally binding targets and 
timetables and to enforce any dilTerentiated targets for its members if they fail to achiev 
tlicm?

The State Department's September 9,1996 reply to the Committee stated that the U.S di-1 
not agree to an “EU Bubble in Berlin" and that the U.S. delegation “succcssfiiUy opposed 
includmg language in the Berlin Mandate which might have suggested that any count ly or 
group of countries could “bubble” in the post-2000 period.” The reply then said:

Clearly, the question of “bubbling” with respect to po.st-2000 commitments 
IS complex, ^d one that will be closely scrutinized and carefully considered 
a.s negotiations progress. The Administration has consistently and
continuously consulted yvith Congress, as well as with U.S. industry and U.S.
NGOs, on all aspects of tlic negotiations concerning ptrst-2000 commitments
and will continue to do so.

The Administration has not yet held meaningful discassions with this Committee on tho 
issue of Ihe EU bubbling to “meet and target and timetables,” its implications for the U S 
its merits, or its complexities. Given the fact that negotiations arc just approaching ,
conclusion in Bonn and Kyoto, when do you plan to consult us on this aspect oC ihir 
negotiations?
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b)

c)

EU Amendment to ('onvgnfinq

32. The F.U has prop^d an mendnaem to the Convention to provide for a vote to adoo, oil 
future protoeok by three-fourths it all efforts at consensus ate exhausted. The ptoiioscd
amendment would appear to have a retroactive effect for Kyoto. ^

a) yi;d«thi_sprop<«al,isltpossiblethatthroe-fouithsoftheFCCCParUescoul<l vole
0 adopt anyProtocolthatlmposednewobligationsforAnnexIand/ornon-Aom-.s

1 Parties and then decide not to deposit an instrument of ratification, etc.?

Docs the U.S. support such an amendment to the Convention?

Has Ac U.S. position changed from its June 19.1996 response to Ais CommlLlee in 
regards to any of these matlem? Would Ae Adnunistration agree to a resolution of 
one of hese matters, namely voting on a protocol. wiAout a resolution of the 
financial and budget matters for both the Convention and all future protocols’/

Emissinn.s TraHji^^T

33. P^lh'AdmiufatiurionmtendtliatanyintematioDalcmissiontradhigp.ugramwouldappIv
d!Ju “‘^1'° ™““ inteSoimlly and iu
teU.b.iPorex^la,woulditapplylolocalgove,ranaiBa,xlU,*feo3Po,oa,.
of e^h md to the emissions of such emitie.,? What will be the impact ou the U.S
praSS? ‘ or, for the matter, a domestic, emissions tradin,,.

*■= "0‘ P»““‘onts within the
meani^ ‘ ?' “»‘*’'= command and control provisions of
ft “^“Slandingthat although the U.S. has ci.d
Acrintnf T’’ ““Aorily to implement the Climate Change

i< “y call for
emsitri t Congress. Do you share that undemanding? Is the Administriuion 
Mnsidenng a domestic emission trading legislative program patterned on Ae 1990 Clean .Nii
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General

I understand that the Administration has recently established the White House Climate 
Change Task Force, a Deputies Group and an Assistant Secretaries group. Please explain 
the role and purpose of each in regards to the development of the Administration’s position 
and policies for the international negotiations for a protocol or another legal mstrumeiii in 
1997 and for the development of implementing legislation in the U.S. Please identify ihi- 
members of each group. Please provide any documents regarding tlic formation of these 
groups, their memhersWp, mission, tasks, and/or assignments.

Please provide a table of all contracts, cooperative agreements, grants, and interagency 
agreements and any extensions thereof (hereinafter referred to as "agreements") entered in in 
with any individual, agency, or public or private entity (foreign or dome.stic) by or thronuli 
any federal Department or Agency, including tlie Departments of Stale, Commerce uml 
Energy, and the Environmental Protection Agency, for the period beginning July 1, 1991 to 
the present that relates to, or includes, (directly or indirectly) climate change malteis oi 
issues of any kind. These .should include matters relating to (a) domestic or international 
emission trading, including economic and other analysis of such trading, the administmiion 
and verification of such trading in the U.S. and elsewhere, (b) public outrcacli, general atitl 
specific public education, grass roots, community outreach, workshops, (c) tran.sportaiion 
efficiency, alternative fuel.s, transportation generally, utilities, impact on pollutants liki.' 
ozone and particulate matter, and (d) any legal analysis of these matters and of tb<- 
Convention or ol’any statutes concerning climate change or trading. Each table shouM 
identify the dale of the agreement, tlic agreement recipient, the amount of bederdl flinds, the 
term, including extensions, a brief description, the product and whether it is publicly 
available, and the status. Please include with each table the applicable "Statement of W«'rk", 
including any revision thereof, fur each such agreement.



Comments on Q&As 

1. Insert period after “meetings”.

3. Change “accumulate” to “account for”.

7. Rewrite second sentence to read: “However, the lAT process was unsuccessful in providing a 
definitive answer on the economic effects to support the Administration’s overall decision­
making process.” The range of results, as specified in the draft, are less of a concern (especially 
since the range is in part a function of the different trading, AEEI, and revenue recycling 
assumptions). Of rnore importance are the flaws raised by the peer reviewers. Note: Janet’s 
testimony reads “the effort to develop a model or set of models that can give us a definitive 
answer as to the economic impacts of a given climate change policy is futile.”

8. Rewrite second sentence to read: “As the work done by the I AT proceeded, the concerns raised 
by the peer reviewers called into question the benefits of continued lAT work on these economic 
models, given the many other competing claims on agency resources.” Since the Committee 
already has the peer reviewers comments, there should not be any problem with referring to the 
peer reviewers.

9. Insert a comma after “situations” and delete “and models” at end of first sentence.

9. The range of the I AT results are incorrect. If the context is all permit prices for all runs 
reported, the highest permit price is $207 in the year 2020 with Markal Macro under the 1990 - 
10% case. If the context is the highest 1990 permit price, then the highest permit price is $200 
with DRI under the 1990 -10% case. The $145 value only applies to the 1990 in 2010 case.

9. The third sentence should be rewritten to read: “The lAT found that the estimates of the costs 
to the U.S. economy of a carbon emissions reduction policy depended on several factors, 
including targets and timetables, the use of market based incentives, technology assumptions, 
implementation of international emissions permit trading, and revenue recycling.” There are 
probably other factors to list here as well, so let’s talk about these.

10. Delete “wide” in first sentence.

11. Rewrite first sentence to read: “The lAT’s analysis focused on a standard emissions target 
widely used in the academic literature for comparing model results.”

12. Replace “or” with “and” in first sentence.

15. Rewrite answer based on revised answer 9 (permit price range, inserting factors affecting 
costs).

17. Do we want to list agencies, or just note that agency involvement will be a function of the 
characteristics of implementation?



18. Make “it” possessive in last sentence.

25. In the third sentence, is the statement following the dash necessary?

25. Do we want to state that a “full assessment of the costs and benefits of action would be taken
prior to committing the United States to any new legal obligation” at the end of the first
paragraph?

28. Should our discussion of international emissions trading be couched in more uncertainty,
given that under some targets and timetables, we are actually a net seller of permits? Further,
any JI might affect the conclusion drawn at the end of this answer.

Questions Unanswered:

19, 20, 23,26,30,33,34,35,36
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October 20, 1998

The Honorable Janet L. Yellen 
Chair, Council of Economic Advisers 
Executive Office of the President 
Old Executive Building, Room 314 
I?*** and Pennsylvania Avenue, NW 
Washington, DC 20500

Dear Dr. Yellen:

Paragraph 4 of Decision 1/CP.l (the Berlin Mandate), adopted in March 1995 by the first 
Conference of Parties (COP) to the United Nations Framework Convention on Climate Change 
(UNFCCC), called for an analysis and assessment of the economic impacts of any future protocol. 
However, none was made by the Parties to the UNFCCC, including the European Union (EU). In 
the United States, the Administration started an analysis prior to Kyoto, but it was never finished. 
Although there have been several analyses by the private sector, yours of last March and July, to 
my knowledge, was really the first by a Government. However, it was not comprehensive and it 
is still preliminary. It was designed to show that the economic impacts of complying with the 
Kyoto Protocol “are likely to be relatively modest”. Clearly, it was not the broader, independent 
analysis of the type promised in 1995 but never delivered.

For these and other reasons, this Committee made a bipartisan request to the Administrator of the 
Energy Information Agency (EIA), for the enclosed report entitled “Impact of the Kyoto Protocol 
on U.S. Energy Markets and Economic Activity.” The report’s Preface explains that EIA 
arranged for nine experts, including William Nordhaus of Yale University and three prominent 
persons from Resources for the Future, to review and comment on versions of the report.

Nevertheless, I understand that some in the Administration, reportedly including the Secretary of 
Energy, are critical of the EIA report. In fact, Ms. Kathleen McGinty, Chair of the Council on 
Environmental Quality, is reported by the October 13, 1998 edition of T7te Energy Daily as 
disputing the EIA conclusions. She reportedly believes that “several key factors were 
conspicuously missing from EIA’s analysis”, including cost savings from international trading of 
greenhouse gas emissions which she says “has already begun” and is likely to exist on a



The Honorable Janet L. Yellen 
October 20, 1998 
Page two

“broad scale within a decade.” The article quotes her as saying: “Some people try to make the 
point that this is an expensive endeavor and it isn’t. Those who want to mislead will use this 
account.”

That is rather harsh criticism of another Administration Agency that long ago was required by 
section 205(c) of the Department of Energy Organization Act and a 1974 law to provide 
independent analysis of this kind to Congress and its Committees. Nevertheless, I take this 
criticism seriously and I request your views and comments on the EIA report, taking into 
consideration your latest version of your March analysis, which, apparently, was not available to 
the EIA in preparing this report and those made by the private sector, particularly the analysis 
made by DRI for the United Mine Workers, and the enclosed article .

I understand from your analysis and your October 6, 1998 testimony before the House Commerce 
Committee, that your optimism, and that of Ms. McGinty, about the economic impact of the 
Protocol is largely based on expectations about the availability of so-called “flexible mechanisms” 
under Articles 6, 12, and 17 of the Kyoto Protocol which, of course, has not entered into force. 
Additionally, it has not been submitted to the Senate for advice and consent to ratification, nor has 
it been signed by the Administration on behalf of the Executive Branch.

The EIA report, on page xii, also takes note of these mechanisms and says that they “may reduce 
the cost of compliance in the United States.” The EIA then adds:

“Guidelines for those provisions, however, remain to be resolved at future 
negotiating meetings, and rules and guidelines for the accounting of 
emissions and sinks from activities related to agriculture, land use, and 
forestry activities must be developed. The specific guidelines may have a 
significant impact on the level of reductions from other sources that a 
country must undertake.

*****

“Because the exact rules that would govern the final implementation of the 
Protocol are not known with certainty, the specific reductions in energy- 
related emissions cannot be established.”

As the State Department knows, the UNFCCC Secretariat prepared a proposed work plan and 
schedule relating to these mechanisms, other Protocol provisions, and some UNFCCC provisions 
for decision of the Parties at the eighth Subsidiary Body session last June (FCCC/SB/1998/1, 
April 9, 1998). However, there was no progress on that proposal. Instead, on June 12, 1998, 
Indonesia, speaking for the Group of 77 and China (G77/China), said:
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“The Group of 77 and China maintains that the mechanisms of the Kyoto Protocol 
have to proceed on a step-by-step basis, as the protocol has yet to enter into force, 
and that a common understanding has to be reached on the nature of these 
mechanisms. The study of methodological issues is a first step to be taken. All the 
mechanisms have to be examined on the basis of the principles of equity, 
sustainable development, the other principles, and the objective of the Convention.
The issues relating to the Clean Development Mechanism (CDM) should be 
addressed first. The Group further maintains that domestic actions by the 
developed countries should be their primary means of greenhouse gas limitation 
and reduction, and that the overseas mechanisms should be supplemental to such 
domestic actions by developed countries for the purpose of meeting their 
quantified emissions limitation and reduction commitments.”

It appears therefore that the aim of the developing countries is not only to avoid new 
commitments to reduce and limit their greenhouse gas emissions, but also to restrict the very 
flexibility mechanisms that you and Ms. McGinty are counting on to keep the Protocol costs 
“modest.”

I understand that the UNFCCC Secretariat has prepared a new work plan proposal 
(FCCC/CP/1998/3, Sept. 9, 1998) for the fourth Conference of Parties (COP-4) in Buenos Aires. 
However, there is little to suggest that this document or something similar to it will be well 
received at COP-4. In fact, another group, the European Union Environment Ministers, who 
were reported to be mellowing in their views on some significant issues in regards to the 
Mechanisms, met earlier this month and issued on October 6th their “Community Strategy on 
Climate Change - Council Conclusions.” It appears that, in reality, the EU Ministers who also 
want a work plan and schedule adopted at COP-4, have not changed their views, but have 
attempted to “re-package” them. They continue to press for “coordinated” policies and measures 
“amongst Annex I Parties”, including taxes, “to achieve the targets of the Kyoto Protocol.” As to 
the mechanisms, they concluded in paragraph 6;

“The Council reaffirms that the flexible mechanisms defined in the Kyoto Protocol 
are supplemental to domestic action, which should provide the main means for 
meeting the commitments under Article 3 of the Protocol. The principles, 
modalities, rules and guidelines for the operation of the mechanisms have to ensure 
that they do not undermine domestic action or weaken these commitments. In this 
context, the Council also recalls that a concrete ceiling on the use of flexible 
mechanisms has to be defined to achieve these aims. It should be defined in 
quantitative and qualitative terms based on equitable criteria. The Council believes 
that the discussion between all Parties on the practical elaboration of the 
supplementarity principle has effectively to start at COP-4. This elaboration needs
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to constitute an essential element of the work plan to be adopted at Buenos Aires.
The Council urges all Parties to co-operate with a view to reaching final agreement 
on this issue at COP-5.”

It does not appear that the views and positions of the G-77/China and the EU coincide with those 
of New Zealand, in reply for the so-called “Umbrella Group” (which includes the U.S.) to 
questions by the G-77/China on the mechanisms. As the views and positions of these two large 
groups persist, it becomes more and more difficult to accept your rather rosy economic analysis of 
the Protocol’s impacts on consumers, business, and jobs. There appears to be broader support 
among the UNFCCC Parties for the limitations sought by the EU than for the more flexible view 
urged by the U.S. through the Umbrella Group. It would seem therefore that the EIA’s broader 
analysis which recognizes these uncertainties about future negotiations, and does not assume their 
availability without the limits urged by these groups, is more realistic, at least for now, than your 
analysis. Therefore, in commenting on the EIA report, please explain the basis for your optimism 
about these negotiations and indicate what your views will be if the EU and G77/China continue 
to press those views and positions over the next two years of the Administration’s term.

Let me stress that I and many of my colleagues in Congress fully agree that the Administration 
must continue at all costs to continue to stand firm at COP-4 and thereafter against coordinated 
policies and measures and the interpretation of “supplemental” urged by these groups if the 
Administration intends to conform with S. Res. 98 which is your basic “bible”.

In addition, I note that the incomplete version of the Administration’s analysis that was started 
prior to Kyoto seemed to recognize that the Protocol is not self-executing in the U.S. (even with 
COP guidelines, rules, etc.) and that, if and when, it is ratified, implementing legislation would be 
needed. That document also contemplated an emission permit program and the recycling of 
rather large sums of money. The EIA report also mentions the likelihood of such legislation and 
recycling. However, your July analysis appears to omit any mention of the need for implementing 
legislation or discuss the possibility of a domestic emission trading proposal that would generate 
large sums of money which might be recycled, subject to the provision of 31 U.S.C. 3302 and 
other applicable provisions of law regarding the disposal of revenues. In your reply, I request that 
you address the issue of the need for implementing legislation, if and when, the Protocol is ratified 
and whether the pre-Kyoto analyses about domestic programs and revenue recycling are still 
under consideration. I recognize, of course, that such matters may only be in the early stages of 
consideration and, may never be developed if the Protocol is not submitted to the Senate for 
advice and consent to ratification during the remaining term of this Administration.
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Finally, your response should identify any “key factors” that are missing in the EIA report. This 
should include a discussion of the international trade that Ms. McGinty says “has already begun,” 
and an explanation as to how that trade relates to a Protocol that is not in force and is not yet 
complete in many important details. Specifically, what is that trade, what entities are involved, 
what are they trading, and for what purpose?

In responding to these matters, please consult, as necessary, with Ms. McGinty and others in the 
Executive Branch to ensure a full and complete response. Also, so that you may have the benefit 
of the results of the COP-4 session, I do not expect your comments about the EIA report and 
these related matters until November 30, 1998. However, if you cannot meet that deadline, 
please advice in writing and indicate when you will reply before the end of 1998.

Sincertfy,

closare

FJS/hlw

F. JAME| SENSENBRENNER, JR. 
Chair

cc; Secretary of State
Secretary of Energy Bill Richardson
The Honorable Kathleen A. McGinty, Chair, Council on Environmental Quality
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STATEMENT OF DR. JANET YELLEN, CHAIR, COUNCIL OF

ECONOMIC ADVISERS, WASHINGTON, D.C.

Dr. Yellen: Thank you very much, Mr. Chairman. I have a

longer statement and would ask that it be included in the

record.

Senator Craig: Without objection, it will be.

Dr. Yellen: I appreciate having this opportunity to

discuss with you the economics of climate change and the

administration's efforts to address this very significant

environmental challenge.

As you know, the administration released a report last

July entitled the Kyoto Protocol and the President's Policies

to Address Climate Change: Administration Economic Analysis.

In addition, since the Kyoto conference, a variety of research

on the economics of Kyoto and especially on the economics of

Kyoto's flexibility mechanisms has been undertaken, and what I

would like to do is to provide a brief summary of the

administration's economic analysis and review several of the

key findings in the recent economic literature on climate

change.

The administration's economic analysis found that the

economic cost of attaining the targets and time tables

specified in the Kyoto Protocol would be modest for the United

States in aggregate and for typical households, assuming that

effective mechanisms for international trading, joint
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1 implementation, and the clean development mechanism are

2 established, and assuming also that the United States achieves

3 meaningful participation by key developing countries.

4 An illustrative assessment using a model called the

5 Second Generation Model that accounts for effective trading

6 and developing country participation yields carbon permit

7 price estimates ranging from $14 a ton to $23 a ton, and

8 direct resource cost to the United States ranging from $7

9 billion to $12 billion per year.

10 Under the assumptions of the administration's analysis,

11 permit prices in this $14 to $23 a ton range translate into

12 energy price increases at the household level between 3 and 5

13 percent, but an increase of that magnitude would be roughly

14 offset by the administration's electricity restructuring

15 proposal.

16 Since December 1997, many economists have conducted and

17 made available their analyses of the Kyoto Protocol. For

18 example, the Stanford University Energy Modeling Forum, so-

19 called EMF, a long-running model comparison exercise involving

20 many of the leading climate and energy models, has coordinated

21 a full-scale analysis of the Kyoto Protocol with 10 global

22 models. In addition, the OECD, the Organization for Economic

23 Cooperation and Development, has published the proceedings of

24 an economic modeling workshop it sponsored this past fall.

25 The modeling results from the EMF and OECD I think
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1 provide very useful context for the administration's economic

2 analysis.

3 First, the illustrative model used by the administration,

4 the Second Generation Model of the Pacific Northwest National

5 Laboratory, tends to fall in the middle of the range of the

6 EMF models in terms of U.S. permit prices. Under Annex I

7 trading, the Second Generation permit price is at the median

8 of this set of models, and under full global trading, it is

9 just below the median permit price.

10 Second, both modeling exercises found that the reduction

11 in permit prices as trading expands from no trading at all to

12 Annex I trading to full global trading, that that result is

13 robust. The permit prices come down. On average, the EMF

14 models found that Annex I trading would cut the U.S. permit

15 price by 53 percent relative to a no trading scenario, while

16 the OECD models found a 57 percent average price reduction.

17 In full global trading, the permit price would be on average

18 80 percent lower than the no trading price.

19 Several EMF modeling teams have considered the impact of

20 constraints on the opportunity to buy or sell emissions

21 allowances in an international market. While the United

22 States is unambiguously opposed to trading restrictions,

23 several parties to the agreement have indicated support for

24 some form of a trading constraint. Trading restrictions would

25 generate no benefit for the global climate, while they would
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1 significantly increase the costs of achieving the Kyoto

2 targets. In my written testimony, I describe two examples of

3 trading constraints where the U.S. permit price would increase

4 by up to four times higher than the unconstrained price with

5 such caps on trading.

6 Most models used to evaluate the Kyoto Protocol only

7 focus on carbon dioxide emissions. They do not account for

8 the six types of greenhouse gases comprising the Kyoto targets

9 and the opportunity to trade across gases.

10 However, recent work by a group of researchers at M.I.T.

11 has found that including the opportunity to abate non-carbon

12 dioxide greenhouse gas emissions and to promote carbon sinks

13 reduces the cost to the United States by about 25 percent

14 relative to a carbon-only approach and assuming no

15 international trading, and other recent research finds similar

16 results.

17 The EMF modeling indicates that economic and

18 environmental benefits could accrue to some developing

19 countries if they were to adopt emission targets. Setting a

20 binding emission target would generate climate benefits by

21 reducing global emissions below what they otherwise would have

22 been.

23 In addition, if a developing country sets its target not

24 too far below the business as usual emissions level, the

25 participation of the country in a global trading system would
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produce economic benefits, or so-called gains from trade, for

both the developing country and its trading partners such as

the United States. Annex I countries and private firms in

these countries who would purchase these emissions allowances

in the world market would achieve their targets at lower cost

than without the participation of developing countries.

The administration's overall conclusion is that the

economic impact of the protocol will be modest under the

conditions we have identified in our economic analysis, and

the purpose of my testimony has been to summarize the analysis

in our economic analysis document and to offer you a brief

update on recent analytic efforts outside of the Government.

We do look forward to continuing to work with members of

this committee and with other interested parties in analyzing

the Kyoto Protocol and attempting to evaluate its net impacts.

Let me stop there and I welcome your questions.

[The prepared statement of Dr. Yellen follows:]
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Senator Craig: Doctor, thank you very much.

Let me start with a couple of questions and then we will 

move to the rest of our Senators here.

The U.S. agreed to the Kyoto Protocol in December of 

1997. Why did it take until July of 1998 to release the 

economic analysis?

Dr. Yellen: The administration has worked very hard, as

the outside modeling community has. Once we have understood 

what the provisions would be that would be included in the 

Kyoto Protocol, in order to develop an analysis, this always 

involves using models as well as other tools of analysis.

Senator Craig: I appreciate that, but I would have

thought that going into a final stage of negotiation, you 

would have had a variety of scenarios that would have been 

negotiable and you would have known the impact of those 

ultimate decisions or the parameters of those decisions prior 

to going into them. My point is I would have thought you 

would have had substantial economic analysis going in based on 

a variety of models, based on a final decision, so you could 

have said, that is the best choice versus the worst choice.

It appears that that did not happen.

Dr. Yellen: No. Certainly the administration's

negotiations were guided by economic analysis. There has been 

a great deal of economic analysis in the professional 

community, in the academic community, in think tanks. The
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1 administration had its own interagency analytic team that had

2 reviewed that work and done some of its own work and was well

3 aware of what existing literature suggested about economic

4 impacts.

5 I would say the major lesson the administration learned

6 from the body of work that was available prior to Kyoto was

7 that this was something that we could do dumb, and if we did

8 it dumb, we could end up with a high cost and large energy

9 price impacts, as some of the studies that you have mentioned

10 suggest, but that we could also do it smart, and if we did it

11 smart, that would make an enormous difference in lowering the

12 cost. And doing it smart meant that we had to go to Kyoto and

13 bargain for flexibility mechanisms that would be critical in

14 lowering the cost.

15 We have referred to them in our study as where, when, and

16 what flexibility, and I believe we were very successful in

17 Kyoto in ensuring that these flexibility mechanisms were

18 incorporated in the treaty. Examples are the inclusion of six

19 gases rather than simply carbon dioxide, the inclusion of

20 sinks, important forms of what flexibility, international

21 trading, emissions trading in Annex I, the clean development

22 mechanism, joint implementation, a budget period that was

23 later and longer than many other countries wanted. And that

24 is what we took away from the analysis and successfully

25 bargained for.
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This is night and day. This makes all the difference in 

terms of different analysts when they tell you what do they 

think the costs will be, and I say $14 to $23 a ton and 

someone else says $30o or $400 a ton. These are huge

differences, but there is a good reason for them. It has to

do with these flexibility mechanisms primarily that were 

central to our negotiating strategy.

Senator Craig: I know that just prior to Kyoto this

committee asked for the administration to come forward and 

share their analysis with us. That did not happen. We grew 

to believe that you did not have your act together or you did

not have a body of analyses that you could present to us.

My last question would be to you. Doctor, this chart here 

demonstrates something that frustrates us all, and that is 

that, as you can see from the chart, the Council of Economic 

Advisers' model for the economic impact produces far different 

results than other studies. And in that light, the ultimate 

question I guess, because the right hand and the left hand of 

Government do not seem to be communicating or at least 

comparing notes, did the Council of Economic Advisers ask for 

input from the Energy Information Administration, and did it 

look at EIA's results? I mean, those are the obvious 

extremes.

Dr. Yellen: The administration certainly reviewed a wide

range of models in preparing its own economic analysis and in
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1 understanding the economics prior to Kyoto.

2 Senator Craig: Now, this is post Kyoto, is it not? This

3 is the analysis now that has now been done since there is a

4 better understanding of what the protocol at least is that was

5 negotiated.

6 Dr. Yellen: And is your question to me did we ask EIA

7 post Kyoto to --

8 Senator Craig: Did you study EIA's model and its

9 analysis, and why is there such disparity between what you

10 present and what another part of our Government presents?

11 Dr. Yellen: We certainly have studied the EIA analysis

12 and compared it with our own.

13 The first point I would make is that our own analysis

14 results in a tenth of a percent rather than a hundredth of a

15 percent, so that is a small error in the chart.

16 The Chairman: That adds what? A thread line to the

17 green?

18 Dr. Yellen: A thread line.

19 Senator Craig: Thank you.

20 Dr. Yellen: But it is an order of magnitude off.

21 What your chart does is compare apples and oranges, and

22 in trying to evaluate what the impact of Kyoto is on the U.S.

23 economy, we have to compare apples with apples. When I look

24 at your chart and I see DOE, the first huge line, minus 4.2

25 percent of GDP; the EIA analysis, it says underneath in
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parentheses, NT, no trading. And if you look at the right- 

hand side, administration/CEA, you see it says underneath, T 

for trading.

Now, just starting right there, that is an enormous, 

enormous difference. You recall that in my opening remarks I 

said that the Energy Modeling Forum which looked at 10 models, 

many of which are included in your chart, when looking at full 

global trading, which is what the administration would ideally 

like to achieve. Annex I trading is part of the agreement and 

we are actively engaged, as the Senate has insisted on, 

working with developing countries to try to convince them of 

the benefits to them of participating in this agreement and in 

particular voluntarily adopting targets.

Trading makes all the difference in the world, and the 

EMF found that that lowers costs by around 80 percent. That 

is a huge difference. That is why I say you are comparing 

here apples and oranges, and trading is very important.

Something else we took into account in our result that, 

to the best of my knowledge, none of the other studies on your 

chart took into account at all in evaluating the treaty, is 

the cost savings that can result from reducing not just carbon 

dioxide, but taking advantage of the six-gas feature of this 

model. We found that that can reduce costs by around 15 

percent, and I mentioned in my remarks more recent studies 

that show even greater scope for that flexibility to focus on
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1 methane or other gases, to substitute reductions there for

2 carbon dioxide to lower costs. Only our study reflects that.

3 And there are different kinds of trading, so we cannot

4 assume that all of these bars on your chart that say T for

5 trading are assuming the same scope of trading.

6 Senator Craig: I agree. Let us stop you there. Our

7 other colleagues want to ask questions. I will ask Jay Hakes

8 to compare the apples and the oranges because I do not think

9 they are all apples and oranges. I would suggest that the

10 Council of Economic Advisers made very optimistic assumptions.

11 EIA did not.

12 I will also suggest that you are assuming everybody will

13 trade, and yet the developing nations are left out of it,

14 although they are the ones that will have that huge stockpile

15 of credits to trade. So, you are just making assumptions that

16 everybody gets in the trading game.

17 Well, let us take China. They would be one who we would

18 want in that scenario and my guess is you plugged in that

19 scenario in the trading game, and we are assuming that that

20 happens. I do not think you can make those assumptions. They

21 have already said they would not be players. I guess that is

22 my concern.

23 Let me --

24 Dr. Yellen: Well --

25 Senator Craig: No, no. Let us stop there and let us
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move to. Senator Bingaman. If he wishes to follow up on that 

question, he may, but I want to spread the riches here. 

Senator?

Senator Bingaman: Why do you not go ahead and respond to

anything that was just said? And then I will ask you a 

question.

Dr. Yellen: We have certainly heard the Senate loud and

clear that it is important and essential to have meaningful 

developing country participation. And even without the 

Senate's telling us their view on that, it is something that 

we recognize on our own, that clearly this is a global problem 

and it requires a global solution.

We are working in many different ways with key developing 

countries to convince them of the importance of participating 

in this treaty. We understand that that is something we must 

do in order to ask the Senate to ratify this treaty.

Now, with respect to a country like China, certainly 

China has not said that they intend to take on a target, but I 

believe in discussing this issue with China, we can 

legitimately point in talks with them to gains they can expect 

to get from voluntarily taking on a target and reducing their 

emissions.

If China were to voluntarily take on a target with some 

reduction from its own business as usual path, there would be 

worldwide environmental gains. And in addition, what China
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would find is that, in effect, it would have the ability to

develop a new export industry. What would it export? China

is a country where emissions abatement can be done at

extraordinarily low cost because China is highly energy

inefficient and it is growing rapidly and putting in place a

great deal of new energy investments. That means it has

enormous opportunities to abate emissions at low cost.

Why do I call that an export industry? Because in return

for taking actions that are low cost to abate emissions with a

target in place, China would have the opportunity to sell

emissions permits, its export good in effect, in world

markets. That is a win-win. That is good for us because it

means we get an environmental job done at lower cost than we

would face in the short term to do it all domestically, and it

is a win for China in many dimensions, not just financially

and environmentally, but also because in China even local air

pollution is a major, major concern. And from a country like

China's perspective, it might be that even without the

opportunity to sell emissions credits, it would make sense

even without concern about greenhouse gases simply from the

perspective of local air pollution which is a major health

problem, and public finance, a public finance tax perspective,

that it would make sense to raise energy prices and take other

steps to improve energy efficiency.

So, I do not believe it it hopeless to discuss with

ALDERSON REPORTING COMPANY, INC,
1111 FOURTEENTH STREET, N.W.
SUITE 400
WASHINGTON, D.C. 20005
(202)289-2260
(800) FOR DEPO



1

2

3

4

5

6

7

8 

9

10

11

12

13

14

15

16

17

18

19

20 

21 

22

23

24

25

countries like China or India their participation in a treaty 

like this, and that is what we are doing actively on many 

different fronts.

Senator Bingamari: Well, thank you for your explanation,

I wanted to ask about -- recognizing that you have these 

flexibility mechanisms and they will help tremendously, there 

is still going to be a significant cost for our coal industry 

and for other energy intensive sectors of our economy and the 

communities that depend upon them and the workers. Have you 

done estimates as to the specific dislocation costs by region 

that are involved with some of these industries?

Dr. Yellen; We have not done detailed specific region- 

by-region estimates. Certainly we are concerned. There is no 

doubt the administration is concerned about impacts on energy 

intensive sectors and on coal in particular which, I think it 

is fair to say, is the industry that would be most affected by 

this policy.

But in thinking about the impact even on a sector like 

coal that would be most affected, we have to start from the 

impact on energy prices. And if our analysis is right, that 

under our diplomatic strategy we can be looking at energy 

price impacts that are very modest, then for example, for coal 

our work suggests that coal output in this period would 

roughly level off rather than increase slightly, which is in 

the baseline.
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1 Coal is an industry where employment has been on a very

2 sharp down trend. Why? Not because of Kyoto or climate, but

3 because productivity increases have been utterly enormous in

4 coal. We have had more coal output with fewer workers, and so

5 this is an industry that with or without Kyoto has been faced

6 with job loss, which is serious, that we're concerned with.

7 Our analysis suggests that with these modest price

8 impacts, there would not be much further additional burden on

9 the coal industry as a consequence of this, but of course, we

10 would be concerned about any industry that saw a job loss,

11 particularly coal, that one can readily identify as a target,

12 and we would stand ready and do stand ready to work to try to

13 mitigate the impact. We have had some discussions with unions

14 and look forward to working on plans for assistance for

15 parties that are unusually affected.

16 Senator Bingaman: Let me also ask about these revenues

17 that some of these recycling efforts might generate. For

18 example, if you were to use the revenues from selling permits

19 to finance tax cuts, is that something that has been

20 considered, tax cuts on the particular industries most

21 severely impacted? Is that something that has been

22 considered?

23 Dr. Yellen: Well, that is a very good question. As you

24 know, in the President's proposal a system for trading permits

25 would only be instituted in 2008, and while the administration
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or the President has proposed that we implement the Kyoto 

targets in the binding period through a system of emission 

permits, we have really made no decisions and had very little 

discussion about the'form that that would take.

There are a number of things that could be done in the 

case of sulfur dioxide where we do have a trading system in 

effect that has been very useful and effective. The permits 

were given to electric utilities based on their previous 

emissions. That did not generate revenue.

There has been a lot of literature about the possibility 

of, for example, auctioning some or all of the permits, in 

which case the Government would end up with a good deal of 

revenue potentially that could be used to lower other taxes. 

And since taxes are distortionary, whether it is taxes 

affecting particular affected industries or payroll taxes or 

corporate taxes, efficiencies could be generated potentially 

through revenue recycling, as you mentioned. But that is not 

something that we have specifically looked at at this stage, 

but there is economics literature on that topic.

Senator Bingaman: Thank you very much.

I will stop with that, Mr. Chairman.

Senator Craig: Thank you very much. Senator Bingaman.

Let me turn to Senator Craig Thomas. Senator?

Senator Thomas: You mentioned China. Has China agreed

to participate at all in Kyoto?
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1 Dr, Yellen: No, China has not.

2 Senator Thomas: Why then do you put so much emphasis on

3 the values of dealing with China?

4 Dr. Yellen: China is clearly a very important country

5 that --

6 Senator Thomas: That is not the question. I know it is

7 important.

8 Have you been there?

9 Dr. Yellen: Yes, I have.

10 Senator Thomas: And you think they are going to move to

11 do something to trade and be involved.

12 Dr. Yellen: I believe that we can have and are having

13 continuing discussions with China. I have discussed on

14 several occasions climate change with Chinese officials and

15 attempted to make the points that I made earlier that --

16 Senator Thomas: I understand. I understand that.

17 Dr. Yellen: -- there can be benefits.

18 Senator Thomas: I understand that. The fact is I happen

19 to be chairman of the subcommittee on China. I am going there

20 next week, fairly familiar with it, and it puzzles me that you

21 would put as much emphasis on doing something with China as

22 you do to justify your position when they have not indicated

23 any willingness to do that.

24 Why is there such a difference in the ideas? Some say

25 the protocol would range from 4 percent of GDP, $350 a ton.
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and I think you say one-tenth of 1 percent and $14. Now, I do 

not want you to go into a huge amount of academic 

conversation, please. Just tell me there is that sort of 

difference.

Dr. Yellen: The opportunity to engage in international

trading either in Annex I, which is clearly embodied in the 

treaty. Annex I trading alone of permits.

Senator Thomas: Why do the others not consider that? Do

they consider that the same as you? I mean, you are not the 

only academic or scientific person dealing with this.

Dr. Yellen: I reported to you in my testimony this

morning a whole variety of results, 10 models in the Stanford 

Energy Modeling Forum, which is a model comparison project, 

which qualitatively, reach identical results to the 

administration, namely. Annex I trading --

Senator Thomas: Why are there such differences in

scientific reports?

Dr. Yellen: My reading of scientific reports is that

there is enormous consensus on a key point, which is 

flexibility mechanisms, particularly international trading, 

dramatically lower costs. Annex I trading alone probably 

lowers costs by more than 50 percent, and the extension to 

include key developing countries results in a very large 

further reduction. There is consensus on that.

Senator Thomas: Either I am not communicating or
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1 something. I am saying why does not everyone who is doing a

2 scientific report at least start on the same basis? You act

3 as if there is a totally different study going on of all

4 different origins.

5 Dr. Yellen: But there are different studies and you can

6 see that in your chart. And the studies that tell you this is

7 going to cost $350 or $400 a ton are not making the same

8 assumptions. They are not modeling Kyoto. They are modeling

9 a different agreement, and they are modeling an implementation

10 of these targets that is not what is involved in the Kyoto

11 agreement or the administration's policies.

12 Senator Thomas: So, they are wrong. They are wrong and

13 you are right.

14 Dr. Yellen: It is a question -- there are differences

15 across models in answering any given question, which is why we

16 want to look at a number of models. But we have to compare

17 apples and apples, and these high numbers are assuming we do

18 it dumb, and as I said, the administration's position is we

19 cannot do it dumb. We have to do it smart.

20 Senator Thomas: Absolutely. I do not know of anybody

21 who is suggesting they are doing it dumb, do you? Do you know

22 of anyone who says I have a dumb report?

23 Dr. Yellen: I think that --

24 Senator Thomas: You think so. You do not need to answer

25 that. I just -- I get impatient with this let us do it right.
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1 Do you know of anybody who wants to do it wrong? Of course,

2 not. Everyone has different views.

3 Tell me a little about -- you mentioned the

4 administration's electric reregulation recommendations. What

5 are they?

6 Dr. Yellen: Well, the administration introduced a

7 bill --

8 Senator Thomas: Last year.

9 Dr. Yellen: -- in the last session of Congress.

10 Senator Thomas: Have not done so this year.

11 Dr. Yellen: My understanding is that one will be

12 introduced very shortly.

13 Senator Thomas: Well, I hope so because many of us are

14 interested in that.

15 Dr. Yellen: Of course.

16 Senator Thomas: And the administration -- we had to pry

17 it out of them last year, as you know, and it took a very long

18 time to get one out.

19 And is that going to be key to what you are talking

20 about?

21 Dr. Yellen: Well, it is certainly something that

22 increased competition would lower energy prices, lower

23 electricity prices.

24 Senator Thomas: With coal and gas.

25 Dr. Yellen: Well, I think studies last year that were
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1 introduced suggested about a 10 percent decline in electricity

2 prices, and that would be for the typical household roughly

3 sufficient to offset --

4 Senator Thomas:' What about the Ag report that just came

5 out that indicated for I think 18 States the costs would be

6 higher under reregulation?

7 Dr. Yellen: I am sorry. I am not familiar with that

8 report.

9 Senator Thomas: It is part of the administration I think

10 also.

11 What I am trying to say -- and I am very confused and

12 frustrated because you always talk about the administration.

13 I thought Energy was part of the administration.

14 Dr. Yellen: It is.

15 Senator Thomas: I kind of thought Agriculture was part

16 of the administration, and yet it seems as if you are in two

17 different worlds. And when you have gone, I am not sure we

18 are going to understand much more about where the

19 administration stands than we did before you came.

20 Dr. Yellen: Well, I understand your interest in

21 agriculture and I regret that I am not an expert in

22 agriculture. I would be happy to make sure the

23 administration --

24 Senator Thomas: They are talking about residences in

25 relatively low population States.

ALDERSON REPORTING COMPANY, INC.
1111 FOURTEENTH STREET, N.W.
SUITE 400
WASHINGTON, D.C. 20005
(202)289-2260
(800) FOR DEPO



1

2

3

4

5

6

7

8 

9

10

11

12

13

14

15

16

17

18

19

20 

21 

22

23

24

25

But that is another -- my point is this, Doctor. It just 

seems to me that the administration that you talk about so 

much ought to kind of come together with a point of view that 

brings together all the expertise from the various parts, but 

you seem to have one, I might say, fairly academic view.

These other folks seem to come in with other views. They are 

totally different, and you say you are representing the 

administration. I am confused.

Dr. Yellen: Well, the report that we submitted to you

and that we put out last summer represents the views not just 

of the Council of Economic Advisers, but of the 

administration. That is the administration position.

Senator Thomas: We will say to Energy your report does

not matter because the administration is for this.

Dr. Yellen: Well, with respect to the impact of Kyoto,

the document that we submitted to you is an interagency 

document that represents the administration's views.

Senator Thomas: I see.

Just one final thing. You talk about the reduction. Do 

you know what the spot market for coal is now in Wyoming?

Dr. Yellen: I do not know today.

Senator Thomas: Would you guess? Would you guess?

Dr. Yellen: I do not want to guess. You tell me.

Senator Thomas: It is less than a six-pack of beer I can

tell you that, and it is probably around $4. So, the
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1 suggestion that you are going to reduce the cost of coal is

2 pretty unlikely.

3 So, thank you very much for being here. We have a lot of

4 work to do.

5 The Chairman [resumes Chair]: Thank you, Senator Thomas.

6 I am not sure, but I believe Senator Landrieu is next.

7 Senator Landrieu: Just a brief statement.

8 The Chairman: I would encourage my colleagues. It is 10

9 minutes to 11:00 and we have a whole other panel to hear from.

10 Senator Landrieu: I am very interested in hearing the

11 second panel, so I am going to be very brief.

12 But I want to say that I am encouraged by some of the

13 things that you have brought out, and in reviewing your

14 testimony. I really appreciate our efforts to move to a smart

15 way of dealing with this. I do not think any model is

16 necessarily dumb at all, but they are different views. And I

17 hope the administration will work to bring this more together.

18 But I am very impressed with some of the things you brought

19 up.

20 I have got a lot of questions about how you pitch to

21 China and India more specifically, but I will not take the

22 time for that.

23 But I am interested to hear the second panel, but thank

24 you for your work.

25 Dr. Yellen: Thank you. Senator Landrieu.
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Senator Craig [presiding]: Well, the chairman has just

stepped out and we do want to get to our next panelists.

Dr. Yellen, let me thank you again very much. Let me say 

that my only closing■comment to you would be that your 

reference or refrain of modest impact -- I would concur with 

you if international trading could become an absolute fact, if 

joint implementation were obviously a fact, if efficient, 

clean development mechanisms, a U.N. bureaucracy, became lean 

and efficient and operated in a functional way, and if we 

could develop a meaningful developing country participation.

Those are all phenomenal ifs out there that are not on 

the table today, and I would not at all suggest you should not 

work and are not working in the direction of bringing those 

there. But when we here in the Congress have to analyze and 

develop current policy for future activities, it is very 

difficult to make those kinds of assumptions.

So, I appreciate your testimony here today. I think the 

whole committee does. We will stay in tune with your efforts 

and we hope you will with ours. Thank you very much.

Dr. Yellen: Thank you. We will work towards those

goals.

Senator Craig: Absolutely. Thank you.

Dr. Yellen: Thank you.

Senator Craig: If our next panel would come forward 

please: Dr. Jay Hakes, Ms. Mary Novak, Dr. Margo Thorning,
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and Cecil Roberts.

Those charts. Wow. They are the biggest ones I have

seen yet.

On behalf of the committee, let me thank all of you for

being here this morning, and let us start with the Honorable

Jay Hakes, Administrator, Energy Information Administration,

U.S. Department of Energy, Washington. Welcome. Please

proceed. Jay.
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85 [Ms. Velazquez’ statement may be found in the appendix.]

86 Chairman TALENT. I thank the gentlelady for her comments.

87 And I'll just say that while I have been critical, I certainly haven't been idle.

88 [Laughter.]

89 I appreciate the gentlelady's comments. We'll go to Dr. Yellen.

90 Dr. Yellen, I gave up my opening statement, which for a member of Congress and the chairman

91 of a committee, is a great sacrifice because 1 understand that you have to leave. You're on a time

92 schedule. You need to leave about 10:30 or so.

93 Dr. YELLEN. Yes, I do.

94 Chairman TALENT. So, in view of my sacrifice, I hope you will be conscientious in

95 summarizing your testimony for us and keeping it brief

96 Because assuming members come, I want them to have the opportunity to ask you questions.

97 Thank you. You can proceed.

98

99 STATEMENT OF DR. JANET YELLEN

100 CHAIR, COUNCIL OF ECONOMIC ADVISERS

101

102 Dr. YELLEN. Thank you, Mr. Chairman. I appreciate your accommodating my schedule this

103 morning. I'll try to be brief and I'd ask that my full testimony be included in the record.

104 Chairman TALENT. Without objection.

105 Dr. YELLEN. I appreciate having this opportunity to discuss with you the economics of
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106 climate change and the Administration's efforts to address this significant environmental

107 challenge.

108 As you mentioned, the Administration released a report last July entitled, The Kyoto Protocol

109 and the President's Policies to Address Climate Change.

-S
110 In addition, since the Kyoto Conference, a variety of research on the economic of Kyoto, and

111 especially on the economics of Kyoto's flexibility mechanisms, has been undertaken.

112 Today, I'll provide a brief summary of the Administration's economic analysis and review

113 several of the key findings i^recent economic literature on climate change.

114 The Administration's economic analysis found that the economic cost of attaining targets and

115 timetables specified in the Kyoto Protocol will be modest for the United States in aggregate and

116 for typical households, assuming that effective mechanisms for international trading, joint

117 implementation, and the clean development mechanism are establishe^^^d also assuming that

118 the United States achieves meaningful participation by key developing countries.

119 An illustrative assessment using the^econd^^neration^odel that accounts for effective

120 trading and developing country participation yields permit price estimates ranging between $14

121 and $23 a ton, and direct resource costs to the United States between $7 billion and $12 billion

122 per year.

123 Under the assumptions of the Administration's analysis, permit prices in this range translate

124 into energy price increases at the household level between three and five percent^ but this would

125 be roughly offset by the Administration's electricity restructuring proposal. And I'd be happy to <A-—

126 further, discuss these results during the questioning period.
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127 Since December, 1997, many economists have conducted and made available their analyses of

128 the Kyoto Protocol.

K<xs
models, they have, coordinated flill:^cale analyses of the Kyoto Protocol with 12 global models.

129 For example, the Stanford University Energy Modeling Forum, the so-called EMF, which is a

130 long-ruiming model comparison exercise involving many of the leading climate and energy

131

132 Further, the Organization for Economic Cooperation and Development, the OECD, has

133 published the proceedings of the Economic Modeling Workshop it sponsored last fall. The

134 modeling results from the EMF and OECD provide very useful context for the Administration's

13 5 economic analysis.

First, the illustrative model used by the Administration, the^econciJ'^neration/^odel of the

yCL.

137 Pacific Northwest National Laboratory, tends to fall in the middle of the range of the EMF

138 models in terms of U.S. permit prices.

139 Under Annex-1 trading, the SGM permit price is at the median of this set of models and under

140 full global trading, it is just below the median permit price.

141 Second, both modeling exercises found that the reduction in permit prices as trading expands

142 from no trading to Annex-1 trading to full global trading, is robust.

143 On average, the EMF models found that Annex-1 trading would cut the U.S. permit price by 60

144 percent relative to a no-trading scenario, while the OECD models found -te- 57 percent average

145 price reduction.

146 In full global trading, the permit price would be, on average, 81 percent lower than the no-

147 trading price.
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148 Several EMF modeling teams have considered the impact of constraints on the opportunity to

149 buy or sell emissions allowances in the international market. While the United States is

150 unambiguously opposed to trading restrictions, several parties to the agreement have indicated
0< C

support for some form o^ trading restraint. Trading restrictions would generate no benefit for the 

global climate while they could significantly increase the costs of achieving the Kyoto targets.

151

152

153

><£_

In my written testimony, I describe two examples of trading constraints where the U.S. permit
ef

154 price would increase by up to four times higher than- the unconstrained price.

155 Chairman TALENT. Just yield for just a second.

156 The European Union, for example, wants caps on what you can buy, right, under this kind of

157 thing.

158 Dr. YELLEN. That's correct.

159 Chairman TALENT. So that that's an example of one of the countries that wanted restrictions.

160 Dr. YELLEN. Precisely.

161 Chairman TALENT. Thank you. I'm sorry.

162 Dr. YELLEN. Absolutely. That's exactly what I had in mind.

163 Most models used to evaluate the Kyoto Protocol only focus on carbon dioxide emissions and

164 do not account for the six types of greenhouse gases comprising Kyoto Targets and the

165 opportunity to trade across gases.

166 However, recent work by a group a researchers at MIT has found that including the opportunity

167 to abate noncarbon dioxide greenhouse gas emissions and promote carbon sinks reduces the cost

168 to the United States by about 25 percent relative to a carbon dioxide only approach.
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169 Other recent research has found similar results.

170 The EMF modeling indicates that economic and environmental benefits could accrue-ro- some

171 developing countries if they adopt emissions targets. Setting a binding emissions target wrould

172 generate climate benefits by reducing global emissions below what they otherwise would have

173 been.

174 In addition, if the target is set not too far below the business-as-usual emissions level, the

175 participation of the country in the global trading system would produce economic benefits or

176 gains from trade for both the developing country and its trading partners, such as the United

177 States.

178 Annex-1 countries and private firms in these countries who would purchase these emissions

179 allowances in the world market would achieve their targets at lower cost than without the

180 participation of the developing countries.

181 The Administration's overall conclusion is that the economic impact of the protocol would be

182 modest under the conditions we've identified in our economic analysis. And the purpose of my
183 testimony has been to summarize the analysis we presented in the Administratioi^onomic

184 y^alysis on climate change and to provide a brief update on recent analytic efforts outside the

185 government.

186 I look forward to continuing to work with members of this Committee and other interested

187 parties in further analyzing the Kyoto Protocol and evaluating the economic impacts of reducing

188 greenhouse gas emissions.

189 It is my hope that economic analysis can continue to play a key role in designing policies in
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190 this area.

191 Let me stop there and I will welcome your questions.

192 [Dr. Yellen’s statement may be found in the appendix.]

193 Chairman TALENT. Thank you, Dr. Yellen, for summarizing your testimony.

194 I have questions in a lot of areas. But I think, given your short timeframe and the faithful

195 attendance of my friends on the Democratic side of the aisle, and I congratulate you for being

196 here. And we're going to try and speak to some of those on our side of the aisle about whether

197 they might want to emulate your model.

198 [Laughter.]

199 1 certainly want these members to have a chance to ask questions.

200 So I think I'll go into probably the area of my prime concern, which is this whole issue of

201 meaningful participation.

202 This is the analysis you referred to, right? And this is the Administration's analysis.

203 Dr. YELLEN. Let's see.

204 Chairman TALENT. The Kyoto Protocol and the President's Policies. Okay. You have it in a

205 different binder.

206 I want to be certain about what it was that we were dealing with.

207 And as I understand it, one of the assumptions you

208 make — I'm going to try and short-circuit some of this, again, in view of the time constraints.

209 In reaching your conclusions, one of the assumptions you make is that we can secure

210 meaningful participation, and I'll put quotes around that because that's something I want to go
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211 into, by key developing countries. Other things also, the clean development mechanism, joint

212 implementation, the joint trading agreement.

213 But for the purpose of my questions. I'm going to talk mostly about the assumption that we'll

214 get meaningful participation by key developing countries.

215 That's one of the assumptions underlying your analysis. Isn't that correct?

216 Dr. YELLEN. It is one of the assumptions underlying the numerical results that I indicated to

217 you of permanent prices in the $14 to $23 range.

218 Chairman TALENT. Okay. Now let's go into which are the key developing countries.

219 What are some of the key developing countries?

220 Dr. YELLEN. Well, that remains to be determined in negotiations.

221 In the context of our model, we had to use the constraints of the ^condj^neration^odel,

223 Particularly, it enabled us to look at China, India, Mexico and Korea.

224 Chairman TALENT. Right.

225 Dr. YELLEN. And those were ones that we identified. But in terms of our negotiations, we

226 would have to see where things go.

227 Chairman TALENT. There could be others. But those are four of the key developing countries

228 — China, Korea, India and Mexico.

That's what I understood as well.

230 So we're not talking about just extremely poor countries of subSaharan Africa or some very

231 poor countries in Asia. We're talking about developing countries or countries that some might
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232 consider to be first-world countries, like Korea.

233 But China, Korea, India and Mexico are examples of key developing countries.

234 Dr. YELLEN. Well, in our analysis.

236

237

238

241

242

243

244

Chairman TALENT. Right. I understand.

And as I understand it, the reasons why meaningful participation is necessary is — and I get this 

from your testimony, so let me go through it and make sure I understand it.

One of them is just as simple as a matter of science and environmental science. We can't do it

239 without them. In other words, even if we restrict our production of greenhouse gases, if they have

240 unlimited increases, since this is a global problem, we've achieved nothing.

So probably the number-one reason is that we can't do it scientifically without them.

Is that right?

Dr. YELLEN. In the long run, that's certainly true.

Chairman TALENT. And also, it's key to our ability to comply with our own targeted

245 emission restrictions at a reasonable cost because your analysis depends on this international

246 trading system where they're able to sell us credits because they've reduced below theylse.

247 targeted emission levels.

248 That's another reason, isn't it, to make this international trading scheme work?

249 Dr. YELLEN. Well, I'd like to clarify that.

250 Our analysis and the results that I describe that show permit prices in the $14 to $23 range, do

251 assume participation by key countries and their inclusion in an international emissions trading

252 system.
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253

254

255

259

260

266

267

And that certainly is critical to generating prices as low as I mentioned.

However, what my testimony and outside research points out is that even without the 

participation of any nonAimex-l countries, that Asftejt-trading that is already included in the

256 agreement by Annex-1 countries alone, results in a very, very substantial reduction in costs.

257 "Ehis-EM^ 12 models that I report in my testimony^showed a 60-percent reduction in costs that ,<<—

258 comes from Auinex-1 trading —

Chairman TALENT. Which are essentially the European countries.

That's correct, right? And I recall reading that. So you get a substantial reduction even if only

261 the European countries are participating.

262 Dr. YELLEN. That's right. That also includes Russia and the former Soviet Union.

263 So, specifically, in the context of the model results that we report in this analysis, even if we

264 had trading only in the Annex-1 countries, or under an umbrella that excluded the European

265 Union, tl^Bi;e we would be looking at permit prices perhaps in the $30 to $55 range.

Chairman TALENT. Right.

Dr. YELLEN. Which I would hesitate to label cis modest, but still is very much lower than the

268 kinds of —

269 Chairman TALENT. I'll modify what I said. We can't get down to — I think it's like a 90-

270 percent reduction we can get if we have the key developing countries participating.

271 Dr. YELLEN. That's right.

272 Chairman TALENT. And another reason is, you've testified before, is just the fairness. This is

273 a global problem and the burden should be shared globally.
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274 So those are three reasons why we need meaningful participation by key developing countries.

275 Am I correct?

276

277

278

287

288 

289

Dr. YELLEN. Yes, although I think it's fair to say that given differences in per-capita income 

levels, the burdens should not be equally shared at this time.

The developing countries have, countries like China and India l^e v^ much lower levels of ^

279 per-capita income and I think different burdens at the present time given those different income

280 levels seem appropftate4Hrhandling-thes&-burdeftS7—

281 Chairman TALENT. Let's get to that because we've talked about which are the key developing

282 countries and why meaningful participation is important.

283 Let's discuss what meaningful participation is.

284 I'll preface that by saying I don't see it in the protocol. I see the international trading in the

285 protocol, the clean development mechanism, the joint implementation in the protocol, but not the

286 meaningful participation. And that's because that's not yet a globally- accepted term, is it?

Dr. YELLEN. That's right.

Chairman TALENT. That's our term.

Dr. YELLEN. Yes. The Senate has mad^ery clear and for the reasons you've given, it's clear 

f£>
290 to us, the Administration as well, that it is important to achieve meaningful developing country

A~
291 participation.

292 And that is something that the Administration continues to work on very hard in multi-lateral,

293 bi-lateral and other fora.

294 Chairman TALENT. So what is meaningful participation? How do we define that?
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295 Dr. YELLEN. I don't want to offer at this time a definition of what it means on behalf of the

296 Administration.

\297 In the context of the model results that underlie the Administratio^conomic analysis for a

298 modeling purpose, we have taken it to mean that key developing countries take on binding

299 targets close to their business-as-usual levels.

300 And what that enables them to do is to participate in international emissions trading.

301 Those countries are low-cost abaters and they do a lot of abatement. They sell the United States

302 and other developed countries emissions permits. And there are gains for us in being able to

303 carry out our job at lower expense.

304 There are gains for those countries.

305 And essentially, that's what it means.

306 Chairman TALENT. Now we're getting to the guts of one of my concerns that you started to

307 refer to before.

308 We've agreed in this that we're going to reduce our emissions to seven percent below 1990

309 levels. And your economic analysis assumes that these key developing countries will be able to

310 go on with business as usual.

311 In other words, they will be able to produce as many greenhouse gases, as much tonnage of

312 greenhouse gases as they would if there wasn't a Kyoto Protocol.

313 It doesn't sound like a very good deal for us.

314 Dr. YELLEN. Well, as a benchmark, it seems to me that if we could convince developing

315 countries — remember we're in the first stage of what will be a very long-term task of abating
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316 emissions. This is the first commitment period. It certainly can't be the last if we're going to

317 succeed in this task.

318 But to ask developing countries in the early stages to take on targets that are somewhat below

319 their business-as-usual paths, would produce environmental gains relative to the Kyoto treaty, so

320 we would have greater reductions in greenhouse gases than those agreed to by the Annex-1

321 countries^ there wo^uld be gains all around in the sense that it would be less expensive for us

322 to carry out our commitments and there would also be gains, economic gains.to those countries

323 from abating their emissions and they would abate them further than they would be required to

324 because for them there would be a clear economic gain given they are growing rapidly^ do cc\x^4-J'io

325 have easy, cheap opportunities as they grow to put into place energy-efficient investments, and

326 they would have a clear incentive to undertake greater.reductions than they were obliged to do_^

327 in those

328 targets.

329 Chairman TALENT. It still seems like a lousy deal to me. We could get, I guess, a better deal

330 than that.

331 You're assuming this for the purposes of the analysis. But I guess it's possible that we can get a

332 better deal.

333 Dr. YELLEN. Well, we are engaged in discussions with developing countries and trying to

334 convince them and educate tbrmjh?il thii ir their participation is important and that they can —

335 participate in a way that will not require them to sacrifice their economic growth.

336 Chairman TALENT. I'm concerned about us getting a worse deal. And I don't think our
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337 education plan is working.

338 Here's a letter from the Indian ambassador, the last sentence of which, and I can show it to you

339 if you wa^

340 ^says, India is not engaged in bilateral discussions on emissions with any country, nor do

341 we support efforts to obtain pledges which go beyond the convention and also the Kyoto

342 Protocol which don't contain meaningful participation at this point.

343 In fact, the framework convention authorized developing countries to raise their emissions to

344 meet their social and developmental concerns.

345 And that's dated April 13th, 1999.

346 I'm really concerned that we may not even get business as usual.

347 Are you?

348 Dr. YELLEN. Well, clearly, this is an effort that's important for us to undertake.

349 I don't want to discuss the state of our diplomatic negotiations. I think it's more important for

350 my colleagues from the State Department to discuss the state of diplomacy in this area.

351 I would say simply from my own standpoint, I have been m^^lf involved in a number of

352 discussions with officials from key developing countries, including China. And while official

353 positions may not have changed, I think there is a growing understanding among developing

354 countries that this can be a win-wi^n vmich they achieve some benefits and also help in

355 combating the problem of growing greenhouse gas emissions.

356 There's no doubt that we have substantial -

357 Chaiiman TALENT. Dr. Yellen, I'm going to say if we're at seven percent below 1990 levels
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358 and they're at business as usual, it doesn't sound like a win-win.

359 It sounds like we lose, they win.

360

374

Dr. YELLEN. Well

361 Chairman TALENT. I mean, why should we have to bear all the burdens. Because we happen

362 to be a developed economy? We happen to have produced a lot?

363 We happen, for example, to have won the Second World War along with our allies, so that a lot

364 of these countries — Korea wouldn't be a free country if it wasn't for the production that we've

365 had and what we did for them.

366 So why are we conceding as part of our analysis that they're going to be able to operate at

367 business-as-usual levels?

That's not even environmentally sound. 
tCv—

Dr. YELLEN. The purpose ef the analysis, we have taken that as a benchmark and clearly

368

369

370 indicated it.

371 It seems to me that in discussions with developing countries, we should be looking for some

372 reductions below that. That would result in the clear environmental benefit beyond what was

373 negotiated at Kyoto.

I think it seems clear to me, and I think the Byrd-Hagel resolution recognize^ that a one-size-

375 fits-all approach for countries at very different states of development is not necessarily called for.

376 Chairman TALENT. All right. Well, let me leave that and get into how the trading system

377 would work, assuming we get the participation. I guess this would be the case even if we don't

378 get the' key developing countries and we have the Annex-1 countries.
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379 As I understand it, if I had a manufacturer in my district, big or small - I was going to use

380 Chrysler because we have a plant, or Ford. But it would actually apply to small businesses, too.

381 And he wants to expand, he or she. That person would have to get a credit under this trading

382 system. And they would buy that from something like a foreign exchange.

383 Is that what you would anticipate happening?

384 Dr. YELLEN. Well, to know what a Ford or a General Motors or a small business would have

385 to do, we would have to have greater specificity about how a domestic permit system would

386 work.

387 That has not yet been discussed.

388 It's conceivable that a permit system could work in a way that would require sellers of fossil

389 fuels to obtain permits.

390 For example, to sell a ton of coal, you would have to have a permit. Or to sell or import a barrel

391 of oil would require a permit, in which case General Motors, Ford, and the typical small business

392 would face no requirements to ever have permits for anything at all.

393 Those requirements would have been leveled upstream.

394 But it is also possible that the requirements could be leveled downstream for holding permits

395 so that it is conceivable in some designs that a Ford or a GM would need permits for emissions.

396 And the idea would be that markets would develop for these permits. They would be traded in

397 markets just in the same way that permits for sulfur dioxide are currently traded and one can call

398 up a broker and obtain permits.

399 Chairman TALENT. Except that that's a domestic trading system.
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7400 Dr. YELLEN. Domestic trading system.

401 Chairman TALENT. The concern that I want to get at is that somebody — and I like it a little

402 better if it's done upstream - but somebody's going to be getting a permit from a foreign country

403 or a foreign exchange before they're allowed to expand a plant in the United States, or build a

404 new manufacturing facility in the United States.

405 Dr. YELLEN. We would have the ability to purchase permits from foreign countries that took

406 on targets or that earned them as a result of<5lean'^velopment /Mechanism projects that had

407 verified credits.

408 And I believe what would happen is that a trading system and specialists would develop who

409 would obtain those permits abroad and sell them here into a trading system so that a General

410 Motors would have no obligation to be negotiating with foreign entities.

411 Chairman TALENT. Right. It's possible that our government might buy permits and be an

412 agent.

413 Is that another way it might work?

414 Dr. YELLEN. Well, the design of the system remains unclear. But potentially, this is

415 something that could be handled entirely by the private sector.

416 And there has been a substantial amount of interest by organized exchanges and by the
417 financial community in seeing a market of this sd^^t up.

418 I think they feel that in the case of S02 permits, this is a mechanism that has worked very well.

419 Chairman TALENT. I think you can see my concern.

420 Dr. YELLEN. Sure.
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421 Chairman TALENT. Making American companies buy directly or indirectly from foreign

422 companies before they can — we might have an interest in them not expanding a particulcir

423 facility.

And here's another possibility. Let's take a manufacturing facility in my district.

It might decide, well, you know — let's take Chrysler. They might decide it's really not worth

426 buying that permit so we can expand this facility in the United States. We'll move to Mexico,

427 particularly — let's suppose Mexico is a key developing country that hasn't agreed to participate

428 as part of Kyoto, but we've gone ahead and done it anyway because of the other countries.

So Chrysler says, we're going to go to Mexico because we don't have to pay the permit fee

430 there.

431 And not only that. Maybe our government set up the system so that because we're producing

432 fewer cars in the United States because we've moved to Mexico, we're emitting fewer greenhouse

433 gases in the United States.

434 We get a domestic credit for that.

435 So we save the permit fee by going to another country. They might even get a domestic credit

436 by leaving our country and our jobs go offshore.

437 And Mexico isn't a part of the Kyoto Protocol, so it's producing as many greenhouse gases as it

438 wants.

439 You see my concern here? I'm not trying to just be critical for the sake of it. I'm concerned

440 about our jobs. And I see this trading scheme and I see our jobs going overseas.

441 Dr. YELLEN. I think you're right to be concerned about the competitiveness and jobs in the
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442 United States.

443 We're equally concerned, I believe, about jobs in the United States and avoiding incentives for

444 American firms to move abroad. That would not be a win for the economy and it wouldn't be a

445 win for the environment, either.

446 I think the first point is that the strength of that incentive, even assuming that developing

447 countries do not take on targets, depends on the impact of these agreements on permit prices and

448 on energy prices in the United States.

449 That's why it is important to look at the economics of the agreement and to try to reassure

450 ourselves that these obligations can be met without having a substantial effect on U.S. GDP or on

451 energy prices.

452 And that's why my conclusion that the impact on energy prices will be small is critical.

453 I think, if I'm right about that, the energy price changes in the United States would not be large

454 enough to rate as a substantial factor in the decision of a General Motors or a Ford as to where to

455 put their plant.

456 Chairman TALENT. I agree. That is critical. Let me get to that.

457 Ajid I appreciate the Committee's indulgence. I'll be done in a minute or two. As many have

458 here. I've done a lot of work on this. I didn't know Dr. Yellen's time would be short. She

459 indicated that to us a couple of days ago.

460 I'm happy, if we can't get to all members, to reconvene the hearing and ask her to come back.

461 I'll be finished in a moment or two, and then I'll recognize the gentlelady from New York for as

462 many questions as she may wish to ask.
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463 Let's get to that, the impact of this international trading system, in your judgement.

464 Now, as I understand it, you believe, and I think this is the best-case scenario, although there

465 are other scenarios which also would save money. But your best-case scenario, cis I understand it,

466 if we have key developing country participation and this international trading system, this would

467 be with, what. Annex — the umbrella with eastern Europe and the key developing countries is

468 that the cost of a credit on an international market like that would be as long as a range — and I

469 understand why you have to give a range - of $ 14 to $23 per ton of greenhouse gases saved.

470 Is that correct?

471 Dr. YELLEN. The range depends on whether or not the European Union would participate in

472 Annex-1 trading or

473 not.

474 Chairman TALENT. And that's the best possible scenario. There are other scenarios as well,

475 but that's the best that you think you can get.

476 And that would be a reduction by a factor of about ten, would it not, of what the cost would

477 otherwise be of the permit and the cost of compliance.

478 Is that correct?

479 Dr. YELLEN. That's roughly right.

480 Chairman TALENT. So about a 90-percent reduction. So it would be ten times as much if we

481 don't have this trading system in place.

482 Is that correct?

483 Dr. YELLEN. Well, as I indicate, the Kyoto Protocol allows for Annex-1 trading.
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484

485

486

487

488

489

490

Chairman TALENT. Right.

Dr. YELLEN. And even if we did not have meaningful developing country participation, 

which of course, it is the Clinton Administration policy to obtain But even without it, the 

permit price would likely not be anything like ten times as large with Annex-1 trading or under 

an umbrella.

Without participation by developing countries, the range would be on the order of $29 to $54.

But even there, we're ignoring the possibility of sinks, sinks and other features of the£limate
S’

491 ^ange^^tiative to lower that.

492

493

So that's purely a model-based estimate.

To get up to ten times the figure that you're talking about, one would have to assume that none

494 of the flexibility features of Kyoto were taken advantage of

495 Chairman TALENT. Okay. I was just looking at your analysis on page 52, where it says,

496 permit prices and resource costs relative to domestic-only abatement of various trading scenarios.

497 Dr. YELLEN. Yes.

498 Chairman TALENT. And you have a 93-percent reduction.

499 Dr. YELLEN. Yes.

500

501

502

503

504

Chairman TALENT. And I think there's another —

Dr. YELLEN. But Just notice that the top line indicates that simply with Annex-1 trading or 

under the umbrella, that the percent reduction in permit prices are 72 to 85 percent.

Chairman TALENT. Then I was also going in response, in answer to a question that was our 

first written question to you, in which we asked about the costs, energy costs, assuming emission
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505 trading is not allowed.

506 And I won't read the whole answer, but the last sentence is: We believe that this difference of

507 nearly a factor of ten underscores the importance of international permit trading and developing

508 country participation, two cornerstones of the Administration's climate change policies.

509 So the key, as you said, the critical key to this is the trading system. Because you say here on

510 page 44: For the analysis reported here, the Administration employed a conservative assumption

511 that all country sinks equaled

512 zero.

513 Dr. YELLEN. That's right.

514 Chairman TALENT. And that no country would implement policies to stimulate the creation

515 of carbon sinks.

516 Dr. YELLEN. We assume that because we don't yet have good estimates of how sinks will

517 work and what we will get out of them.

518 But I think sinks offer the potential to bring down the costs very substantially.

519 Chairman TALENT. Right. But the 93-percent reduction was without sinks.

520 Dr. YELLEN. The 93-percent reduction is without sinks with trading under the umbrella and

521 with key developing countries included.

522 But even without the developing countries, the point that I wauit to make sure that I get across

523 is you can see in line 2 on the chart on page 52, that costs are reduced by 85 percent.

524 That's utilizing the trading, international emissions trading within Annex-1.

525 Chairman TALENT. And that surprised me because Japan has agreed to reduce its emissions
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526 to six percent below 1990 levels.

527 The European Union had agreed to reduce its emissions to eight percent below 1990 levels.

528 Canada had agreed to reduce its emissions to six percent below levels.

529 And if you take those three and combine them with the United States -1 don't have the figure -

530 - that's got to be 80 percent of the world's gross national product, or the gross international

531 product, whatever you economists call it.

532 So I was wondering how, if 80 percent of the world's economy were buyers and a maximum of

533 20 percent of the world's economy were sellers, where we're going to get a reduction of 90

534 percent in the permit prices.

535 Dr. YELLEN. Well, Russia and the former Soviet Union are also included in this scheme and

536 use energy extremely inefficiently.

537 And on top of that, their economies have done very badly. So, they are potential sellers of

538 permits to all of these countries.

539 Chairman TALENT. That still leaves 80 percent of the world buying. Right? And 20 percent

540 of the world selling.

541 Dr. YELLEN. Well, what I can report to you are that, for example, beyond our own analysis,

542 and this is why in my remarks this morning, I thought it important to provide some context for

543 our estimates by telling you about a much wider range of analysis that's now available of this

544 protocol.

545 Chairman TALENT. But this is the analysis of the Administration, and this is what we're

546 talking'about.
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547 Dr. YELLEN. Yes.

548 Chairman TALENT. I'm not talking about Stanford's analysis. I'm talking about your analysis.

549 Dr. YELLEN. Yes. I agree. And I'm simply telling you that our analysis falls right in the

550 middle of a wide range of results that are now available.

551 And so—

552 Chairman TALENT. Is that because, by the way, and I want to finish for the other members.

553 I'm hurrying here, believe it or not.

554 Is that because the European countries will be able to sell to us — when you mention Annex-1

555 countries trading, it's your anticipation that they will be sellers to us.

556 Right?

557 Dr. YELLEN. We would be net purchasers from other Aimex-1 countries. Clearly we would

558 be net purchasers from the former Soviet Union and Eastern Europe.

559 And Japan, my guess is, would likely be a net buyer. And Europe ~ it depends on whether they

560 are included or not. They might well be net buyers as well.

561 Chairman TALENT. What's your estimate regarding demand for emission credits in this

562 critical period, world demrmd, say, in 2008 through 2012?

563 We always use 2010 because that's the midway period in the compliance period.

564 So what's the estimate you had for world demand for emission credits in this critical period?

565 Dr. YELLEN. That's not a number I can give you without doing some work to find it. I don't

566 have that at my fingertips.

567 I'll try to -



UNEDITED TRANSCRIPT PAGE 28

568 Chairman TALENT. Is that in the analysis?

569 Dr. YELLEN. The world demand.

570 Chairman TALENT. It isn't, is it?

571 Dr. YELLEN. Well, implicitly, that's something that models generate, is they look to see what

572 the demand for trading is.

573 But it's not something that we've focused on.

574 Chairman TALENT. Well, you see, I think that's pretty important because you don't have an

575 estimate for world supply, either, do you?

576 Dr. YELLEN. Well, that is something that's included in these markets.

577 Demand depends —

578 Chairman TALENT. It's not included in your analysis.

579 Dr. YELLEN. It is included in the analysis implicitly, although I've not reported to you the

580 numbers that come out of the models.

581 Chairman TALENT. We asked you, the Committee asked you in a written question for

582 estimates of the U.S. demand for emission credits by year for the period, 2008 through 2012.

583 And we asked for the potential supply from Russia and the Ukraine.

584 And here was your answer: The Administration has no estimates of the demand for emission

585 credits by year for the period, 2008 through 2012. Demand will be sensitive to a variety of

586 factors that are quite different to forecast ten to fourteen years in advance, especially the rate of

587 technological innovation and the diffusion and adoption of current innovations and those placed

588 on the market over the next ten years.
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589 For the same reason, we have no estimates of the supply of emission credits.

590 Dr. YELLEN. Well, I think we have to distinguish two things.

591 One is the results that come out of the model, which we have reams of computer output on.

592 Another question is what is our best judgment about what is likely to happen in reality under

593 this agreement, if it's ratified.

594 What we've tried to do in this analysis is to assure ourselves that the cost of this agreement can

595 be modest. And we believe that we've made that case effectively.

596 However, what will the trading actually be? It depends on a host of factors we've quite openly

597 admitted we have not yet taken into account, like sinks.

598 So if you asked me what does the computer simulation say about those questions of trading,

599 that's something I can answer. But what do I think will really happen, I want to wait to find out

600 what happens with sinks.

It depends on the —601

602 Chairman TALENT. I guess I'm not an economist. I don'^how you can estimate price without

603 having estimates for supply and demand.

604 Dr. YELLEN. There are supply and demand estimates included in the models and that is how

605 these prices were generated.

606 Chairman TALENT. Well, I guess there was some misunderstanding and mistaken answer to

607 this question, because you say that the Administration has no estimates of the demand for

608 emission credits.

Dr. YELLEN. The models contain estimates. And the ones that were used to produce the
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610 numbers here do contain estimates.

611 Chairman TALENT. And can we have those estimates in response to this question?

612 Dr. YELLEN. We'll try to provide you ^vith some estimates. We'll see what we can do.

613 Understanding they are model results and not the Administration's judgments about what will.

614 really happen when the treaty is workable and sinks provisions and other things have been

615 clarified.

616 I thank the Committee for its indulgence. I don't normally take such advantage of the

617 Chairman's privilege to ask questions, but this is an area that does concern me.

618 And I'll be happy now to recognize the gentlelady from New York for any questions she may

619 wish to ask.

620 Ms. VELAZQUEZ. Thank you, Mr. Chairman.

621 And I just would like to request that maybe we should have another hearing so that the

622 members on my side are given an opportunity to ask questions. They were here on time and I

623 don't think it's fair that she has to leave by 10:30.

624 Chairman TALENT. As I mentioned before, that was not my understanding. Dr. Yellen

625 indicated a couple of days ago that she would have to leave by 10:30.

626 I'm more than happy to reconvene the hearing if members desire it.

627 Ms. VELAZQUEZ. Thank you.

628 Chairman TALENT. In fact, I was originally thinking of postponing it until she had more

629 time. But I thought we'd do what we could do now.

630 Ms. VELAZQUEZ. Thank you. Dr. Yellen, the line of questioning that were asked by the
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631 Chairman basically are focusing on the cost of implementing Kyoto.

632 Can you please explain to us or share with us some of the conclusions that the world's scientists

633 have come to with regard to the cost of inaction in this area?

634 Dr. YELLEN. Yes. I think that if we have inaction in this area and continue to allow

635 concentrations of greenhouse gases, carbon dioxide, in the atmosphere to rise, while I'm not a

636 scientist^, I have looked at the literature in this topic^

637 _§ome of the consequences would include rise in sea levels, increased incidence of severe

638 weather events, such as hurricanes, stress on water supplies, giving rise to potential problems of

639 availability of fresh water, stress on soil and moisture that can impact agriculture and the

640 productivity of lands in complex ways around the globe, impacts on human health and incidence

641 of disease.

And in addition to that, species loss and impact on biodiversity and ecoj^ystems.

On top of that, there are frightening possibilities to consider. Presumably, low probability

644 events, but potential catastrophes that are of grave concern, like shifting of ocean currents or

645 substantial changes in the ice sheet in Antarctica, with potentially catastrophic, although small

646 probabilit££<f.

So I think all of those things are of concern.

And economists who have bravely attempted to put pricetags on those have concluded that a

649 doubling of concentrations from pre-industrial levels would likely produce a loss in world GDP

650 of one percent, at least one percent, possibly more.

651 Ms. VELAZQUEZ. Do you know or are you aware whether the scientific and economic

642

643

647

648
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652 analysis on which you are relying are being called into question as seriously in other countries as

653 it is the case here in the United States?

654 And if not, do you have any opinion as to why that might be?

655 Dr. YELLEN. Well, again, I'm not an expert on the science of it.

656 But my impression is that the scientific results underlying this are quite well accepted in other

657 countries. I don't want to say that there is no scientific discussion or doubt, but the IPCC, the

658 ^ter;tgovemmental'^anel on Climate<^ange, which convened a group of experts to consider the

659 science, has concluded that the science is sound and on top of that, there'^iscemible human

660 influence on climate.

661 Ms. VELAZQUEZ. By now, I guess you understand why critics are concerned that the phrase,

662 meaningful participation, has needed to be defined more precisely.

663 And I guess you have explained this to your colleagues in the diplomatic community.

664 What can you tell us is their commitment?

665 Dr. YELLEN. The commitment of my colleagues?

666 Ms. VELAZQUEZ. Yes.

667 Dr. YELLEN. My colleagues are working extremely hard and have been for some time in

668 every possible forum, from bilateral diplomatic consultations to multi-national, multi-lateral fora,

669 to attempt to explain to developing countries the potential benefits to them of participating in this

670 agreement, as well as the need to do so.

671 And while I agree we have not yet achieved it, it is something we understand the need for and

672 are working on extremely hard.
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673 Ms. VELAZQUEZ. I will finish with my line of questioning so that I can give opportunity to

674 my

675 side.

Chairman TALENT. Mr. Toomey?

Mr. TOOMEY. Thank you, Mr. Chairman. A couple of quick questions here.

On the first page of your testimony, there's a quote from the IPCC. And it says that their

679 conclusion in 1995 was that the balance of evidence suggests that there is a discernible human

680 influence on global climate.

681 My question is does the IPCC anywhere conclude specifically that the release of greenhouse

682 gases by human industry has in fact raised global temperatures already?

683 Dr. YELLEN. I believe this is their summary of their findings. Namely, that looking at all the

684 evidence, the balance of evidence, suggests that, yes, the human activity has resulted in changes

685 in the global climate.

686 Mr. TOOMEY. Well, okay. It says, a balance of evidence. And that's an interesting choice of

687 terms. It's not as strong a statement certainly as one could make.

688 And it also says it's a discernible human influence on global climate, which again is a curious

689 way to describe it.

690 If there were a consensus and a conviction that there was in fact an increase in the global

691 temperature, presumably, that would have been stated.

692 Dr. YELLEN. Well, I think there's no doubt that concentrations of carbon dioxide in the

693 atmosphere have increased.
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694 I don't think there can be very much dispute about that.

695 The question of what's caused that and whether or not there's a human influence, I believe this

696 is the way they stated their conclusion.

697 Mr. TOOMEY. Right. And it seems to me that it leaves still unaddressed the question of

698 whether that increase in the concentration of greenhouse gases has resulted in an increase in

699 global temperature, or whether it has not.

700 And I guess my question is, is it fair to state that that is still an unresolved question in the

701 scientific community as to whether or not there has in fact already been an increase in the global

702 temperature, or whether the global temperature continues to fluctuate within a band that it has

703 historically fluctuated within?

704 Dr. YELLEN. I think I'm not the right person to ask definitive questions to on the science. I

705 would be happy to send one of my colleagues who is.

706 My own understanding is that the evidence shows both that carbon dioxide concentrations have

707 increased and that temperatures as well have increased during the century.

708 That's my understanding of the scientific results. But I'm probably not the right person to press

709 further on this issue.

710 Mr. TOOMEY. Okay. Fine. On another topic, I just wanted to follow up with some questions

711 the Chairman had regarding the application to developing countries, particularly the business-as-

712 usual concept.

713 Clearly, in recent history, in these countries, business as usual has meant an ainnual increase in

714 the output of greenhouse gases.
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715 Does business as usual mean that that annual increase would continue for these countries or

716

717

718

719

720

721

722

723

724

725

726

727

728

729

730

731

732

733

734

735

that it imposes a cap at the current level of business?

Dr. YELLEN. Well, business as usual means a baseline in which no obligations are imposed 

on these countries and they continue to grow according to their best forecasts and use energy 

without policy changes.

That's what business as usual is.

That was the baseline for our estimates here. Presumably, if developing countries were willing 

to take on targets, it would be appropriate for them to cut off of a business-as-usual path to 

achieve global benefits.

You could think of business as usual for developing countries as a neutral for the world from 

an environmental standpoint.

But cuts off of business as usual by developing countries would represent the contribution by 

them to make further progress on the environment beyond what developed countries agreed to at 

Kyoto.

Mr. TOOMEY. Okay. Thank you. The last question I had was --

Chairman TALENT. If the gentleman would yield.

As Dr. Yellen testified before the Subcommittee on Energy and Power of the Committee on 

Commerce, and this is consistent with what she just said, but it may be a little clearer.

We presented results that assume that key developing countries take on binding quantitative 

targets, emissions targets.

These are the targets, at their business-as-usual levels. Or close to them.
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736 Dr. YELLEN. In the analysis, that's the targets.

737 Chairman TALENT. Right. So the analysis is predicated on them continuing to expand at what

738 they would expand if there was no protocol.

739 Dr. YELLEN. Right.

740 Chairman TALENT. I thank the gentleman for yielding.

741 Mr. TOOMEY. Last question. The trading mechanism that your analysis envisions, as I

742 understand it, would apply or could apply to the purchase — essentially, what amounts to a fee

743 that would be applied to energy sources.

744 For instance, as you mentioned, a barrel of oil could require a permit to be paid for, or a unit of

745 electricity, presumably, or coal or some other fuel.

746 Does this mechanism in any way contemplate that the way you use that oil or coal has

747 potentially widely varying emissions of greenhouse gases?

748 For instance, if you take a barrel of oil and it's converted to gasoline and it's burned in a

749 modem car, the same quantity of oil burned in a chainsaw has very different levels of emission.

750 Is that contemplated at all?

751 Dr. YELLEN. I believe it's the case that burning a ton of coal or a gallon of oil produces, if it's

752 fully burned, produces a fixed quantity of carbon dioxide into the atmosphere.

753 And cars can be more or less efficient in their use of gas or electric power plans and their use of

754 coal. But when a ton of coal is fully burned, it emits a fixed proportion of carbon dioxide into the

755 atmosphere.

756 Those things are different. Coal is most intense in its emission of carbon dioxide. Oil less
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757 intense. And natural gas produces the least in o-aenso.

758 Mr.TOOMEY. Okay. Thank you.

759 Chairman TALENT. Mr. Baird was next.

760

761

762

773

774

775

Mr. BAIRD. Thank you, Mr. Chairman.

I have two fairly brief questions, but they may have long answers.

The first question is, my concern when we look at economic impacts as the topic of today's

763 meeting, is when we speak in terms of macro-scale and talk about modest economic impact, my

764 concern is, on the more micro-scale, specifically the communities where coal is the primary

765 economic engine of that community.

766 Many of these communities are rural communities. In many cases, coal mining or a power

767 system that depends upon coal is really the predominant job-creator there.

768 What can you tell us about two issues? First of all, what are the more localized economic

769 impacts because, for me, they seem to be potentially profound.

770 And two, in your analysis, or the Administration plans, what steps can be offered to help these

771 communities either cope with emission reductions or provide compensatory economic

772 opportunities?

Dr. YELLEN. Did you want to talk about coal communities specifically?

Mr. BAIRD. It seems to me that that may be the most problematic area.

Dr. YELLEN. I think certainly to identify coal as the industry that is mostly likely to be

776 affected by this policy is absolutely correct.

777 Having said that, coal has a very important place in this country's energy future.



UNEDITED TRANSCRIPT PAGE 38

778 The Kyoto Protocol would in no way change that. Coal in every forecast, ours and every other

779 forecast that I've seen, continues to play a major role.

780 So I think that's the first thing to say.

781 I think it can continue to play an even more importcmt role if we undertake research and

782 development on clean coal technologies to make the use of coal increasingly efficient. And there

783 are potential ways in which we might learn to sequester some of the emissions, the carbon

784 dioxide emissions, from coal.

785 And the Administration has a research program in that area. And if there are pay-offs there,

786 coal can have a growing place in the nation's energy picture.

787 Having said that, I think it's important to say first, coal is an industry that, with or without

788 Kyoto, or climate change, has been under stress.

789 Employment has been diminishing in the industry for quite some time.

790 So these are communities that have been experiencing pain. They have mainly been

791 experiencing pain because of very rapid productivity increases in the coal industry.

792 Nowadays, one can produce a ton of coal with many fewer workers than it required ten or 20

793 years ago. And that's why coal output has been going up and employment has been plunging.

794 That's the beginning picture.

795 Now, in the kind of scenario that we depict in this analysis with permit prices in the $14 to $23

796 a ton range, we've tried to look at what would happen to coal.

797 And the answer is that coal output would essentially level off over this commitment period

798 rather than in the baseline, increase slightly.
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799

800 

801 

802

So there would be a mildly negative impact on coal output.
, still, there would not be an absolute decline in coal production .n the United States.But

All that said, the Administration is completely committed to working with the coal industry, 
with communities with affected workers, since they are the ones that are most likely to see an

807

808

803 impact.
804 Mr. BAIRD. 1 would personally be interested in some material on the coal research projects
805 for cleaner coal burning and how we can help the rural communities.

806 I appreciate that information.
The second question I would have is. as we look at the sale of the greenhouse gas credits in an international market, it seems to me rational to suggest that the profits from those sales be cycled

809 back into measures to further reduce the greenhouse gases.

810 So sort of a two-part question.
One. who benefits from the marketing of the greenhouse gas credit? Who gets the money?
We put it on the market. Money comes in somewhere. Who gets that money? And to what end

813 would it be put?
814 Dr. YELLEN. Well, I think when there's a market place, anyone that can produce something at

815 lower than the market price and sell it, stands to make a profit.
816 And when you ask, who is it that stands to make a profit in a market like this, it would be
817 anyone here in the United States - firms, households - or in the rest of the world, that look and
818 say. wow. I can reduce my energy use, my greenhouse gas emissions cheaply. And if I do it. I
819 then have the ability to sell a permit in the market place and take the gain as my profit.

811

812
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883 Ms. KELLY. So there's nothing going on, no intent to go ahead with this before it's ratified by

884 the Senate.

885

894

895

896

897

898

899

900

901

902

903

Is that correct?

886 Dr. YELLEN. Absolutely not. I would say we do have obligations under the Framework

887 Convention on Climate Change that gave us 1990 levels of emissions by 2000 as a goal. And a

888 number of climate change programs of the government are consistent with that ongoing

889 obligation which was ratified by the Senate.

890 But with respect to Kyoto, there would be no action undertaken until such time as that treaty is

891 ratified by the Senate.

892 Ms. KELLY. But you ^vill go for goals that are included in the treaty without coming to the

893 Senate.

Is that what I've just understood you to say?

Dr. YELLEN. I've said there are previous agreements that have generated programs. Previous 

agreements, not Kyoto.

Ms. KELLY. When does the Administration plan to submit the treaty to the Senate?

Do we have an estimate?

Dr. YELLEN. We continue to work to implement in an effective way the(^an^velopment 

j^chanism, international trading, and we're committed to achieving meaningful developing 

country participation, and won't submit it to the Senate until we feel that we're there.

Ms. KELLY. Thank you. My time is up. I have a number of other questions.

Chairman TALENT. And Dr. Yellen, with regard to the cost of this international trading
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904 system, wouldn't it be a good idea to have some analysis of that before we agree to something?

905 Dr. YELLEN. Well, ideally, we would have estimates of the economic impacts of everything.

906 4<thmlc it is v^iddy agreed among economiata that 2500 economists signed a letter urging the

907 United States to negotiate -aft4 agreement to limit greenhouse gases that would have such

908 flexibility mechanisms because the experience that we've had with using it for environmental

909 purposes here in the United States and markets generally, is that they work well and, on balance,

910 greatly reduce the cost of meeting environmental and other goals.

911 Now there are some costs to running markets themselves and you're very right to point out that

912 market systems require institutions and monitoring and compliance.

913 It's not costless.

914 But, on balance, the contribution of a market system of international trading to reducing costs

av\d
915 is very great and I think it's something that we pushed for and were right to push for insist on ‘

916 in the Kyoto Protocol.

917 Chairman TALENT. This analysis was published in July of 1998.

918 Right?

919 Dr. YELLEN. Yes.

920 Chairman TALENT. Is that when you had it available? Is that when you had made the

921 analysis, in July of 1998? Or had you made it before then?

922 Dr. YELLEN. We had undertaken a variety of kinds of economic analysis earlier. But this

923 analysis reflects our understanding, an analysis of what was agreed to at Kyoto.

924 Obviously, it was a negotiation. And we only know what was agreed to when it's over. And so
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925 we've taken the key things that were agreed to and have tried to perform an analysis with that

926 knowledge.

927 That doesn't mean that no economic analysis was done prior to going off to negotiate. That

928 would be false.

929 Chairman TALENT. Okay. Well, I wondered about that because, in response to one of the

930 questions from the Committee, you indicated that all of the quantitative analysis underlying Dr.

931 Yellen's testimony — that was when you testified before the Committee in June of 1998 - were

932 developed after Kyoto.

933 Dr. YELLEN. That's correct. That's what's in this document, this analysis. And in my earlier

934 testimony, the results that I cited were the ones that are also given in this document that was later

935 published.

936 All of that work was undertaken after Kyoto.

937 But it does not mean that the negotiations in Kyoto were uninformed by an understanding of

938 economics.

939 That's my point.

940 Chairman TALENT. Okay. Thank you. I'll recognize ~ who is next? — Ms. Christian- 

94 1 Christensen is next.

942 Ms. CHRISTIAN-CHRISTENSEN. Thank you, Mr. Chairman. Good morning. Dr. Yellen.

943 Dr. YELLEN. Good morning.

944 Ms. CHRJSTIAN-CHRJSTENSEN. I wanted to follow up on a question about the flexibility

945 mechanisms because you said in your testimony that during the development of the work plan
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946 last fall in Buenos Aires, it was decided to resolve key implementation issues regarding these

947 flexibility mechanisms by the end of the year 2000.

948 Is resolving this by that time necessary before ratification efforts?

949 And if so, does that bear on suggestions that we should renegotiate elements of Kyoto because

950 the timeframe is becoming too constrained?

951 Dr. YELLEN. I think it is critical to resolve the issues about how international emissions

952 trading will work and how th^^ean l^velopment^i4[^chanism can work as a mechanism in

953 implementing the Kyoto agreements.

954 So, clearly, these issues need to be resolved.

955 But I believe we can meet the commitments that we've made. If these issues are resolved by

956 the end of 2000, which is the plan, I believe there's adequate time for us to set the things in

957 motion that are necessary for us to meet our commitments in th^ommitment period.

958 I think there's time that remains. And we are engaged now in discussions with industries that

959 are willing to take on voluntary commitments. Certainly, many industries are thinking about

960 Kyoto, are making their own plans with the knowledge that reduction of greenhouse gases is high

961 on the environmental agenda, an important issue.

962 And so, while we've done nothing to implement Kyoto, I think it's fair to say that many

963 industries, many firms, are looking to a future in which we are attempting world-wide to limit

964 greenhouses gases in making their own investment decisions now.

965 And in that sense, we're already on the way to taking meaningful action to meet these goals.

966 Ms. CHRISTIAN-CHRISTENSEN. Thank you. I have one other question. Again, it follows
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967 up on a question that the Chairman -- a concern of his, and of many critics, that the cost of

968 implementing Kyoto and the U.S., because of the cost, employers will relocate facilities to the

969 developing world, resulting in serious job losses and economic dislocations.

If you disagree with that conclusion, could you tell us what factors lead you to believe that

major disruptions of this kind are not likely to occur?

970

971

972 Dr. YELLEN. It's a very important consideration. I disagree with the conclusion. Eirst-*-1

973 want to give t¥ito resisons.

974 First, that I believe the impact on energy prices will be so small as quantitatively, to be

975 unimportant in driving international location decisions for firms.

976 That's number one.

977 Number two, many of the countries with whom we compete, the Aimex-1 countries will be

978 undertaking commitments like ours.

979 So, to the extent that there's some impact on energy prices here, there will be comparable

980 impacts with many of our competitors.

981 Third, if we are successful in achieving meaningful developing country participation, and

982 particularly if developing countries, key developing countries were to take on targets, that would

983 work to level the playing field world-wide because countries that take on targets and participate

984 in international trading will have the incentive to comparably raise energy prices to conserve on

985 energy and to take advantage of the gains from that system.

986 So another reason for wanting the developing countries to participate in this system is to

987 globally level the playing field so that you don't have the kind of relocations that you would be
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988 rightly concerned about.

989 Ms. CHRISTIAN-CHRISTENSEN. So you don't anticipate that Congress would need to

990 consider programs to counter-act the potential for those kind of dislocations at this point?

991 Dr. YELLEN. I don't believe that that should be in Congress' agenda at this time.

992 Thank you.

993 Thank you, Mr. Chair.

994 Chairman TALENT. Mr. Hill?

995 Mr. HILL. Thank you, Mr. Chairman. And thank you. Dr. Yellen, for being here.

996 Dr. Yellen, a year ago I asked you some questions about some assumptions that I had made,

997 and I asked you to make comment on those, and if you disagreed with them. And you didn't.

998 So I presume that you ^i^greed with them. And I just wanted to run through these again to ^

999 make sure that my understanding of this is correct.

1000 It's estimated that there are about 90 billion tons per year of carbon dioxide that comes from the

1001 oceans, about 30 billion tons of carbon dioxide that comes from decaying plants, and about 30

1002 percent billions of carbon dioxide emitted into the atmosphere that comes from animal and plant

1003 activities separate from human activity.

1004 And then about seven billion tons that comes from all the consumption of fossil fuels and from

1005 all of human activity.

1006 That represents about five percent of the total carbon dioxide emissions that are coming from

1007 our activities and it's this five percent that we're substantially trying to deal with with the

1008 protocols at Kyoto, how we're going to manage this five percent.
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1009 Do you have any reason to disagree with those approximate numbers?

1010 Dr. YELLEN. I don't have any information on those numbers here.

1011 Mr. HILL. I would ask you again, if you do, maybe you would let the Committee know, as I

1012 asked you a year ago about that.

1013 What I want to do is talk about the natural elements that are occurring out there because,

1014 basically, the numbers I've given you, about 150 billion tons of emissions coming from natural

1015 activities and 7 billion tons coming from other purposes.

1016 It seems to me that if our goal is to try to reduce the carbon dioxide emissions, carbon dioxide

1017 build-up in the atmosphere, that we ought to be trying to analyze what's happening in the natural

1018 side.

1019 The assumption here is that either there's become an imbalance in terms of those natural

1020 activities that consume the natural emissions, or that the accumulation of human activity has

1021 added to the increase in carbon dioxide in the atmosphere.

1022 Would you agree with that? That's basically the assumption that Kyoto is based on.

1023 Dr. YELLEN. Well, this is a scientific question that I'm probably not best qualified to

1024 comment on.

1025 But you're certainly right that changes in land use and natural activities, along with human

1026 activity, matter to the build-up of greenhouse gases in the atmosphere.

1027 That's certainly true. And that is one reason that carbon sinks are included in the Kyoto

1028 Protocol as a factor governing emissions.

1029 We know that deforestation, for example, leads to an increase in greenhouse gas emissions in
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1030 the atmosphere. That's why it's very important that the treaty recognize that v^e should take into

1031 account in computing countries' targets the factors governed by carbon sinks and changes in their

1032 release £md absorption of carbon.

1033 Mr. HILL. I don't want to argue that point with you. But deforestation reduces the natural

1034 processes that reduce the carbon in the atmosphere. Deforestation wouldn't necessarily increase

1035 carbon emissions.

1036 But that's one of the things that I want to talk with you about because carbon dioxide that is

1037 released — a ton of carbon dioxide that comes from coal is no different than a ton of carbon

1038 dioxide that would come from oil or gas or from any other process, is it?

1039 It's all the same.

1040 Dr. YELLEN. Right.

1041 Mr. HILL. There may be more»$m^ There may be different economic consequences of all

1042 those things. But in terms of the impact on the atmosphere, it would be the same.

1043 Which brings me to the question that concerns me. And that is the question of sinks because,

1044 interestingly, in the protocol, our forest management practices were kind of left out.

1045 In fact, they were carved out.

1046 What we've learned in the Resources Committee, Dr. Yellen, is that we have catastrophic fire

1047 hazards in our national forests.

1048 As a matter of fact, our national forests are subject to greater fire hazard today than any time in

1049 the history of the country. And that the Administration's policies are putting off for as long as 50

1050 to 70 years eliminating these catastrophic fire hazards.
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1051 Now, clearly, a burning national forest adds to the carbon dioxide in the atmosphere, doesn't it?

1052 If a forest bums, it's going to add carbon to the atmosphere.

1053 Would you agree with that?

1054 So preventing that fire from occurring, do you think it would be a good policy?

1055 Dr. YELLEN. You know. I'm not qualified to talk about what the right way is to promote sink

1056 activity.

1057 Mr. HILL. Even though the Kyoto Protocol suggests that sink activity is one of the significant

1058 ways that we can deal with the carbon dioxide issue.

1059 In other words, what you're saying is that we should ignore that?

1060 Dr. YELLEN. No. I think sinks are extremely important and forestry initiatives that are judged

1061 to be both cost effective and can help us meet our emissions targets certainly are important and

1062 ought to be part of our approach.

1063 Mr. HILL. So the Administration's plan prescribed burning, to increase the burning of the

1064 forests.

1065 How does that help us meet the emissions goal?

1066 Dr. YELLEN. I'm sorry?

1067 Mr. HILL. The Administration has a plan to substantially increase prescribed burning of our

1068 national forests.

1069 Could you tell me how that's going to help us meet our emissions goal?

1070 Dr. YELLEN. I'm not an expert on forestry management. And to discuss that, I really think I

1071 ought to send you somebody who's better qualified to discuss it than I am. I'd only point out that
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1072 there are a number of different factors relating to forest management policy that have to be taken

1073 account of

1074 And on the issue of burning, I'm not the right person to ask that question to.

1075 Mr. HILL. So you're not aware of any aspect of our current forest management practices that

1076 would help us meet those objectives.

1077 Dr. YELLEN. I'm not knowledgeable enough on this topic to respond to your question.

1078 I'd be happy to refer to this Committee somebody who can answer it.

1079 Mr. HILL. The last thing, Mr. Chairman, before I go, your goal when you were here, there

1080 were a lot of questions that arose again in your testimony that members wanted to understand

1081 fully the economic assumptions and factors that you use for your projections because you're

1082 aware of the fact that there are other economic models out there that differ dramatically from

1083 what your economic models suggest.

1084 Dr. YELLEN. Well, in fact. I've tried to summarize in my testimony this morning a great deal

1085 of economic research to help put our results in context.

1086 And the conclusion that I reached and would be happy to justify in greater detail is that our

1087 results lie more or less in the middle of what a large number of analyses are saying about Kyoto.

1088 Mr. HILL. Dr. Yellen, you know, it's said that if you have your feet in the refrigerator and

1089 your head in the oven, on average, your temperature is about right.

1090 An average doesn't mean much and it certainly doesn't determine accuracy.

1091 What we want to do is to get the factors so that we can make an analysis of the difference

1092 because even within the Administration, there are different conclusions that are drawn.
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1093 We need to first of all understand those factors and assumptions. Then we need to translate this

1094 into some sort of cost-benefit analysis that we can use to compare alternative strategies,

1095 including strategies that might increase the natural processes to reduce carbon dioxide build-up.

1096 I thank you.

1097 Thank you, Mr. Chairman.

1098 Chairman TALENT. Next is Ms. Tubbs Jones.

1099 Ms. TUBBS JONES. Thank you, Mr. Chairman.

1100 I'm going to make my questions brief in order to give my colleague, Ms. Millender-McDonald,

1101 at least a couple of minutes to make an inquiry of you.

1102 I want to go back to meaningful participation and get an understanding as to what meaningful

1103 participation in fact means by developing countries in this discussion about the Kyoto agreement.

1104 Dr. YELLEN. I don't have a definition to give you of meaningful participation. But, certainly,

1105 if key countries eould-be induced^ would agree to take on targets, emissions targets, and to

1106 participate in international emissions trading, that would be sufficient, I believe, to constitute

1107 meaningful participation.

1108 Ms. TUBBS JONES. Let me delve just a little bit deeper, then.

1109 How many countries are we talking about in order to assess what meaningful participation is?

1110 Dr. YELLEN. I don't have a pre-determined formula to give you.

1111 I can tell you that there are hopeful signs in that there are some countries that have agreed to

1112 voluntarily take on targets that are not in Annex-1.

1113 Argentina and Kazakstan are two countries that have shown interest. And it is our hope.
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1114 working diplomatically, intensively, that we will convince other countries.

1115 And we understand that, in presenting a treaty to the Senate for ratification, which is what's

1116 required of the Administration, that it will be our job to make the case that we have achieved

1117 something that constitutes meaningful participation.

1118 We will have to make that case.

1119 Ms. TUBBS JONES. So as you sit here, you have no particular goal in mind.

1120 Dr. YELLEN. I don't want to determine in advance, pre-judge precisely what that goal is.

1121 But as I've indicated, we're working intensively diplomatically to attempt to draw developing

1122 countries into this treaty, so that we will be able to make the case when the time comes that

1123 we've achieved that.

1124 Ms. TUBBS JONES. Then you recognize that your critics, by you responding as you're

1125 responding to me, say, well, what does that mean?

1126 Dr. YELLEN. Yes.

1127 Ms. TUBBS JONES. And so. I'm sure as a result of that, you are going to work on how we can

1128 better respond, those of us who are supportive of this agreement, to that issue.

1129 Dr. YELLEN. Yes. I think it's our job to justify - I mean, at the moment we're engaged in

1130 intense diplomatic efforts to try to move developing countries to participate in this agreement in

1131 ways that will be beneficial for us and for them and satisfy the Senate that we have achieved

1132 meaningful participation.

1133 We know that's the bar we have to jump over at the end of the day, and ought to, for this treaty

1134 to be ratified.
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1135 I would urge youM^flleto invite someone from the State Department to discuss our diplomatic ^

1136 initiatives in greater detail and what their interpretation would be of meaningful participation.

1137 Ms. TUBBS JONES. I yield to my colleague, Mr. Chairman.

1138 Chairman TALENT. Yes.

1139 Ms. MILLENDER-MCDONALD. Good morning, Dr. Yellen.

1140 I first would like to speak to the Chair because, as it appears, our colleague had raised many

1141 scientific questions to you. And it appears that there needs to be a scientific expert who comes to

1142 this Committee to answer those questions, as opposed to posing those questions to you and you

1143 do not have the answers.

1144 It appears as if that is an indication that — and it seems to me that those are questions that are

1145 posed primarily to embarrass, if nothing else, in my opinion.

1146 And so, I do feel, Mr. Chairman, that if we're talking about scientific questions being raised,

1147 we certainly should have the proper people being in this Committee to do so.

1148 Dr. Yellen, you say that you're trying to draw developing countries into this Kyoto Protocol.

1149 And yet, they are saying that they will not come in because of new commitments or they have

1150 been excluded with — let's see if I can get you that so that I can adequately state that.

1151 They feel that they have been clearly excluded from new commitments in this protocol.

1152 So how do you expect to draw them in if, in fact, they feel that they have not been brought to

1153 the table with certain commitments that should be within this agreement?

1154 Dr. YELLEN. First of all, we have af^ean^velopmentyi^chanism that is part of the protocol.

1155 1 think the ^an .^velopmenp^chanism offers clear advantages in meeting the goals of the
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1156 protocol and benefits for developing countries.

1157 So one of the first things we need to do is to convince developing countries that the benefits to

1158 them of using this as a way to put in place environmentally friendly energy-efficient projects in

1159 countries that are growing rapidly.

1160 And we're doing that.

1161 Beyond that, I think we can try to convince them, and we are, of the benefits to them of taking

1162 on targets voluntarily, in spite of the fact that they're not obliged to do so under the terms of the

1163 treaty.

1164 And the reason that I think we have a chance in convincing them is because there is a win-win

1165 here.

1166 There is a potential win for developing countries because if they take on targets that represent

1167 reductions from their baseline emissions paths, but ones that are not excessively ambitious given

1168 their economic situations, they will have the ability to reduce emissions more than they're

1169 required to do so.

1170 They have the potential to do that at very low cost and they can earn income as well as

1171 resources for their development of their energy sectors by selling emissions permits in the world

1172 markets to the United States and other developed countries.

1173 Ms. MILLENDER-MCDONALD. And has this been articulated to them?

1174 Dr. YELLEN. Yes, indeed, it has been articulated.

1175 Ms. MILLENDER-MCDONALD. And what has been the response that they've given?

1176 Dr. YELLEN. I personally articulated this case in several instances in China and in other
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1177 countries.

1178 I think that this is something that they are beginning to understand, that they can participate in

1179 ways that will be a win for them.

1180 And we're pursuing this diplomatically. There is a case to be made.

1181 On top of that, if you take a country like China and ask, what is its number-one environmental

1182 problem, I think the answer is air pollution.

1183 So they themselves are tremendously concerned about the adverse health consequences of their

1184 intensive reliance on coal. They see themselves developing rapidly with worse pollution, local

1185 pollution problems.

1186 That isn't greenhouse gases. That's not climate change. But they have a motive to try to deal

1187 with coal and substitute cleaner energy in their own development. Even forgetting about

1188 greenhouse gases and climate change.

1189 When you combine their natural interest in controlling pollution with the possibility that they

1190 can abate emissions very cheaply, and particularly with the help of U.S. businesses that have the

1191 technology readily available to abate emissions of these countries at low cost, and then walk out

1192 ahead, having actually earned revenue because by abating emissions below their targets, they can

1193 sell these permits in world markets.

1194 We come out ahead. They come out ahead.

1195 Ms. MILLENDER-MCDONALD. Well, truly. But are you suggesting, then, that the U.S.

1196 businesses are amenable to doing this with developing countries such as China?

1197 Dr. YELLEN. They would love to do it with countries like China because I think they can see
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1198 in Chinese participation or other developing country participation enormous gains for businesses.

1199 Businesses would have the opportunity to put into place at low cost technologies we already

1200 possess that would enable China to grow in a cleaner way.

1201 And it would boost their sales. It would give a boost to an important industry in the United

1202 States, namely, energy efficiency, the whole energy-efficient sector.

1203 It's terrific as a business opportunity and it's a win-win all around.

1204 Ms. MILLENDER-MCDONALD. Well, you see it as a win-win. But do our U.S. businesses

1205 see it as a win-win for them, both here, domestically, as well as internationally?

1206 You're saying they do internationally. What about domestically?

1207 Dr. YELLEN. I think even domestically, many of our businesses see the potential for a win

1208 here because we will be stimulating the development of new technologies and new Ccirs and fuel-

1209 efficient cars and green technologies and environmentally-sound technologies.

1210 Ajad that can be a real win for businesses.

1211 Ms. MILLENDER-MCDONALD. I am just absolutely excited about this issue.

1212 Mr. Chairman, I know I'm over time. I've seen the red light two minutes ago.

1213 But I would like for us to maybe, if I can suggest to you, Mr. Chairman, the Ranking Member,

1214 to have another hearing on this, but to bring some of the scientific people out because I would

1215 like to pose some questions myself to ones who perhaps have a more scientific view of this issue

1216 than perhaps the Doctor has.

1217 Amd thank you so much.

1218 Chairman TALENT. 1 appreciate the gentlelady's comments.
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1219 We had an extensive hearing on the science in the middle of last year.

1220 I don't generally restrict what members wish to ask about. Dr. Yellen testified as to the

1221 scientific underpinnings of this. And so, I thought it was fair for Mr. Hill to ask his questions,

1222 although I was thinking while he was doing it that we ought to have maybe a hearing with the

1223 Subcommittee on Rural Enterprises-woulrl he good------

1224 I'm very interested in reconvening this with Dr. Yellen again and perhaps somebody from the

1225 State Department, to find out, among other things, what analyses were made before they agreed

1226 to a seven-percent level below 1990 emissions.

1227 Because it does seem to me that this whole international trading system depends on the

1228 assumption that foreign countries are able to achieve their targeted emission levels much cheaper

1229 than we're able to achieve our targeted emission levels.

1230 Otherwise, they can't reduce the cost of our permits by close to 90 percent, which means that

1231 they got a pretty good deal in terms of their targeted emission levels.

1232 One question I have is why we didn't get our target emission levels up a little bit,-«it-at the

1233 1990 levels the President originally suggested.

1234 Then maybe we could push them a little bit in negotiations to agree to a little bit less. Because

1235 I'm less concerned about win-win for them than I am about the effect on the American economy.

1236 We seem to be very concerned about win-win for foreign countries and less concerned about

1237 the impact on our own country.

1238 I'm also going to inquire, Dr. Yellen, about what analysis you did perform before — and we'll

1239 get through this in written questions - before Kyoto.
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1240 Let me ask you one other question. I know you have to go.

1241 What are we going to do if the other countries agree to targeted emission levels and then they

1242 cheat?

1243 Dr. YELLEN. a very

1244 important issue in the design of an emissions trading system, and it will be considered in great

1245 detail in that context.

1246 Chairman TALENT. I understand. But I mean, since we are considering Mexico agrees to

1247 targeted emission levels, and then says it's doing below that, sells the permits to us, gets all our

1248 money and then builds whatever factories it wants.

1249 Dr. YELLEN. There are a number of possible approaches to provide incentives for compliance

1250 that, to trade, the countries would have to comply.

1251 That will be the matter that's up for negotiation at the next conference.

1252 Ms. MILLENDER-MCDONALD. And will there be penalties for those who do not comply?

1253 Dr. YELLEN. Well, I don't want to pre-judge what's going to come out of that negotiation.

1254 That is what's to be decided, what form possible penalties could take. Could they relate to ability

1255 to trade?

1256 That's something that needs to be determined.

1257 Ms. MILLENDER-MCDONALD. And are the tax incentives that the President is proposing,

1258 will this help our small businesses because I think that is critically an issue for small businesses

1259 as they engage in this whole reduction of emissions.

1260 Dr. YELLEN. Well, the President has laid out a series of tax incentives and other climate
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1261 change initiatives. I think that small businesses certainly have the opportunity to benefit from the

1262 tax cuts that the President has proposed in his most recent budget and in last year's budget as

1263 well, to put in place energy-efficient technologies.

1264 Ms. MILLENDER-MCDONALD. I would like to, Dr. Yellen, see those specifically and

1265 especially for minority businesses.

1266 Thank you, Mr. Chairman.

1267 Chairman TALENT. Yes.

1268 Dr. YELLEN. Thank you.

1269 Chairman TALENT. If we know they're cheating, they'll comply.

1270 Thank you. Dr. Yellen, for coming.

1271 The next witness — we do have another panel, I should have mentioned. Actually, another

1272 witness.

1273 And Mr. Reinstein is not under a time constraint that I know of, so —

1274 Mr. Reinstein, I understand you don't have to go back to Helsinki for a week. So you have

1275 plenty of time here for us.

1276 Mr. REINSTEIN. I have lots of time.

1277 Chairman TALENT. We'll go right to your testimony. It's Mr. Robert Reinstein, who is the

1278 president of Reinstein & Associates International, Inc.

1279 Mr. Reinstein.

1280




