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6 August 1997

To: Pleasc See the Attached Listing
From: Climate USDEL/Bomn -- Mark G. Hambley

Subject: Climate Change Negotiations, Updaic No. 9:
Report on Developments on August 5/6, 1997

This is one of a series of reports on meetings of the Ad Hoc Working Group of the
Berlin Mandate (AGBM) of the Pramework Convention on Climate Change and its three
subsidiary bodies which arc being held in Bonn, Germany, between 28 July and 7 August
1997. This update provides informal obsecvations on activities from the afternoon
meetings on Tuesday, August Sth, through the morning sessions on Wednesday, August
6th. Included, as well, are the following more detailed reports prepared by USDEL
members:

() Notes from the final SBI August 5 Plenary prepared by USDA's Carol Whitman,

(b) Report on the discussions in the “institutions non-group” on August 5 prepared by
DOE’s Linda Silverman;

* and (¢) a Report on the QELROS “non-group™ meeting on August 5 prepared by EPA’s
Avis Robinson.

Also included are the latest copies of the environmentalist satirical rag, ECO, and
the respected “Earth Negotiations Bulletin.™ Both provide useful juxtapositions to these
daily reports.

The final paragraphs can be uscd as a DAR item os appropriate or desired.
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Climate Change Negotiations: Update No. 9: “Non-Groups” Continue Apace
with Saudi Influence on the G-77 Currently Resurgent

The four “non-groups”, which are negotiating the text which will be used at the
last AGBM scssion in October, continued to work apace on August 5 and 6.  The state
of play was outlined in some detail at Chairman Estrada’s “trattoria” group meeting on
evening of August 6.

Policies and Mecasures (PAMs): Kccping the EU at Bay

Mauretania’s Mahmud Al-Ghaouth (a practiced negotiator of considerable UN
oxperience and chairman of the SBI) reported on his aim of producing a compilation text.
He indicated that, given the multiplicity of views, he docs not want to proceed too
rapidly. The EU’s Bert Metz reported that he is more optimistic. Indeed, at the August
6th meeting, Metz introduced several “slight modifications and corrections™ to the current
draft text which largely follows the EU’s preferred format. Metz was followed by a
proposal made by the EU’s JUSCANZ mole -~ Switzerland -- who asked that the entire
EU PAMs proposal be added as a separate alternative Lo the two currently presented.

This idea was promptly hosed by Australia and by Saudi Arabia speaking on
behalf of the G-77/China. Both Australia and the U.S. also asked the chair to include
one of the alternatives initially proposed: namely, use the chapeau but include no
specific lists of PAMS. This topic will continue this afternoon.

QELROS: Waiting for the JI/Trading “Compromise” Text

Brazil's Gylvan Meira reported that initial discussion had (somewhat surprisingly)
been completed on the myriad of topics covered under this item. He is drafting (with the
“non-group's permission” some of the items on reporting. An attempt is being made to
consolidate the texts on JI and trading. In this regard, the U.S. has worked closely with
the EU and New Zealand. There remain some fundamental differences to be sorted out,
however. '

The ultimate objective of QERLOS (the target/timetable issue) was not raiscd at
this meeting. Meira reported that a 40 minute discussion on differentiation had ensued on
August 5th. At the August 6th JUSCANZ meeting, Japan, Australia, and Norway all
expresscd varying degrees of dismay over the way in which differentiation has not been



mentioned in the draft negotiating text. They intend to attempt to rectify this omission
during this afternoon’s meeting.

Compensation “Non-Group” Becomes a “Non-Meeting”

The August 5 lunch-time contact group meetng on compensation accomplished
little. In the absence of a chair being appointed by Chairman Gylvan Meira, Saudi
Arabia artempted to assume this role but was promptly bullied by the EU who did not
want anyone with such a biascd outlook taking over these proceedings. Despite this
failure, Gylvan reported that he will be including “a paragraph” on compensation in his
report, albeit it will be bracketed.

Institutions “Non-Group” Struggles with Objcctive and Principles;
Nearly Collapses over the Preamble Issue

Japan’s Takeo Shibata reported on the cfforts of his “non-group.” He noted that
there had becn a great deal of debate on the question of listing the objective and
principles for the proposed protocol. AGBM Chairman Estrada said that these should
refer to those of the convention, full stop. No concentration level should be mentioned
as it has not as yet been scientifically proven.

The EU pronounced itself in favor of its proposals in this regard ((which include a
reference 10 an overall 550 ppm concentration level for greenhouse gas (GHG)
emissions.)) Brazil, Hungary, and the U.S. were among those who largely supported
Estrada’s view. In a compromisc which he offered to Germany (which had spoken on
this topic for the EU), Estrada suggested that this figure could be considered in a non-
binding report which will introduce the protocol. Germany responded that she could not
answer for the moment.

The moming session of the “institutions™ group was, in the words of our primary
interlocutor, OES/L’s capable Evan Bloom, “chaotic.” The Saudis bracketed
practically every aspect of the document they could find as opportunitics arose;
particularly perplexing was the more than ninety minute long debate over the preamble.
The end result of all this: an evening session for this “non-group” on August 6th.



U.S. Asked to Do More Work on Compliance

- Estrada asked the U.S. if we would be willing to do something with the
compliance portion of the paper. We said that, “of course, anything to help the Chair
out.” Now we have to determine just what Bstrada has in mind.

Article 4.1 Machinations and Manuevering

As indicated in an earlier update, the Chairman’s draft text was prepared over the
weekend. The U.S. and the EU subsequently worked together to consolidate and correct
their respective proposals and presented them to the G-77/China in the hope that they
could be accepted without a formal meeting, given the shortage of time, the absence of
the Chair (who Is Amb. Evans-King of Trinidad who is also his country's Chief of
Protocol and had to return home for the state visit of Ghana's President Rawlings; there
are priorities, afterall), and the fact that all of the changes were in bracketed submissions
madec by cither the U.S. or the EU.

The G-77 would have none of this, however. Bernaditas Mueller of the
Philippines insisted that this “non-group" meet ~- but not negotiate - in a final session in
order to consider the U.S/EU proposals in a transparant manner. -With reluctance, the
U.S. and the EU agreed to this meeting which is scheduled for Thursday morning. The
new temporary chair of the non-group (Amb. John Ashe of Antigua/Barbuda) asked the
G-77 to show the same good will displayed by its EU/US counterparts and to prepare, in
advance, its own proposals for consolidation of any text proposcd by the G-77/China
Parties.

Saudi Arabia on a Roli?

Teking advantage of the diversity of views among the amorphous cliques and
grouping of countries within the G-77/China, Saudi Arabia has asserted a more active
stance during this meeting than has been the.case for some time during these negotiations.
As G-77/China spokesman for policics and measures, the Saudis are taking a lead in
harassing the EU (with notable help from the U.S. and Australia).



Yet, our positions are substantially different. On the one hand, the Saudis, we
understand, arc bohind an effort to try to move all of the PAMs specifically mentioned in
our Article 4.1 proposal to the actual PAMs discussion, itself. On the other hand, they
want any measures mentioned in the Article 4.1 textto refer only to Annex [ Parties ~-
because, in the Saudi view (one which is shared by many other G-77 countries), these
constitute “new commitments” and are, therefore, outside the purview of the Berlin
Mandate.

Another Conversation with the Russians

In our third conversation in two days with Dr. Bedritsky, the hcad of Russian
HYDROMET as well as the Russian delegation to these talks, EPA's Sharon Sailes and
this reporting officer passed along copics of the recent environment committee meeting in
Moscow, as well as the draft of the statement on JT and trading prepared for possible
signature at the forthcoming Gore-Chemomyrdin meeling,.

Sharon also presented Bedritsky with a graph depicting how our Annex B concept
works in response 10 a question raised by him on August 5th. In this regard, we offered
to send someonc to Moscow to explain any other aspects of our proposal which do not
come across smoothly in the UN's Russian languge translation which he uses. We asked
Dr. Bedritsky to make meation of this point when he responds to Rafe Pomerance’s
letter to him of late last month.

In addition, per an August 5 telcon with Pomerance, we confirmed our interest in
holding the next climate policy group meeling in Moscow on October 14-15
(Tucsday/Wednesday). The promiscd roundtable would also be held during this period,
as well as a parallel meeting of forest experts as planned at the last mecting in
Washington.

Two ECO Articles of Interest

Aside from the two German newspaper reports critical of the U.S. position on
climate change, today's issuc of ECO, the environmentalist rag, contains two articles
which we would like to call to our readership’s attention, especially in view of policy
discussions in Washington.

The first, on page two which is co-authored by Woods Hole’s Ramakrishna,
warmns that any effort to reopen the north-south debate enshrined in the convention with
regard 1o developing country obligations or financial arrangements could lead to the
collapse of the present negotiations, The sccond artiole, entitled “The Credibility Gap”,
which is on page three is noteworthy only for its first sentence which demonstrates that



our (joined by Japan) efforts at bashing the EU's 15 percent reduction figure is causing a
rcaction.

The reference in the picture on page three is to this reporting officer. Clarifying,
he notes that his camels are only of the single-humped West Asian variety, and he
wonders why ECO failed to mention that he is also the proud owner of a 1948 Citrocn
“traction” similar to the one on the left-side of the photo!

The following paragraphs can be used as a DAR item as desired or appropriate:

Climate Change Negotiations: Update No.9: “Non-Groups” Continue Apace
with Saudi Influence on the G-77 Curreantly Resurgent

The four “non-groups"”, which arc negotiating the text which will be used at the
last AGBM session in October, continucd to work apace on August 5 and 6.  The state
of play was outlined in some detail at Chairman Estrada’s “trattoria” group meeting on
cvening of August 6. Maurctania’s Mahmud Al-Ghaouth) reported on his aim of
producing a compilation text. He indicated that, given the multiplicity of views, hc does
not want to proceed too rapidly. The EU’s Bert Metz reported that he is more
optimistic. Indeed, at the August Gth meeting, Metz introduced several “slight
modifications and corrections” to the current draft text which largely follows the EU’s
preferred format. Metz was followed by a proposal made by Switzerland who asked that
the entire EU PAMs proposal be added as a separate alternative to the two currently
prescnted. This idea was promptly hosed by Australia and by Saudi Arabia speaking on
behalf of the G-77/China. Both Australia and the U.S. also asked the chair to include
one of the alternatives initially proposed: namely, use the chapeau but include no
specific lists of PAMs. This topic will continue this afternoon.

Brazil's Gylvan Meira reported that initial discussion had (somcwhat surprisingly)
been completed on the myriad of topics covered under this item. He is drafting (with the
“non-group's permission™ some of the items on reporting. An attermpt is being made to
consolidate the texts on JI and trading. In this regard, the U.S. has worked closely with
the EU and New Zealand. There remain some fundamental differences to be sorted out,
however. Meira also reported that a 40 minute discussion on differentiation had ensued
on August Sth. At the August 6th JUSCANZ meeting, Japan, Australia, and Norway all
expressed varying degrees of dismay over the way in which differentiation has not been
mentioned in the drafl negotiating text. They intend to attempt to rectify this omission
during this afternoon’s meeting.



Japan's Takao Shibata reported on the efforts of his “non-group.” He noted that
there had been a great deal of debate on the question of listing the objective and
principles for the proposcd protocol.  AGBM Chairman Estrada said that these should
refer to those of the convention, full stop. No concentration level should be mentioned
as it has not as yet been scientifically proven. The EU pronounced itself in favor of its
proposals in this regard ((which Include a raference to an overall 550 ppm concentration
level for greenhouse gas (GHG) emissions.)) Brazl, Hungary, and the U.S. were among
those whao largely supported Estrada’s view.

The morming session of the “institutions” group was, in the words of our primary
interlocutor, “chaotic.” The Saudis bracketed practically every aspect of the document
they could find as opportunities arose; particularly perplexing was the more than ninety
minute long debate over the preamblc, The end result of all this: an evening session for
this “non-group” on August 6th. (Hambley)
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SBI Plenary, 5* Mecting, 6* Session
August 5, 1997, 10:00-13:00
Carol Whitman

S8 Chalr Mohamed Ould B! Ghaouth (Mauretanis) outlined the agenda for the final meeting of the 6* scssion.
Mr. Dona! Earight (ireland) reportcd on the SBI informal workshop on updated information from the national
communications of Annex I Parties, held 31 July 1997. The workshop covered national lnventories; actual
wends; methodological issues; projections from 2000 to 2020; and policies and measuces and specific cffects.
GHG emission trends include: Increases from transport; decreascs from N20 and CH4; PFCs, SP6, and HFC
have been reported for the ficst time. Comparison across Partics isn’t feasible because of differcnt
methodologics. Treads indicate that more action is needed to return to 1990 levels. Methodologieal issues
include: recalculation of base ycar inventories; changing GWPs; actual vs. potential emissions. These may have
important policy implications for legally binding rarges. Comparability and consistency of methods are
necessacy and data gaps (.. o forest sink inventory for 1090) are a problem. Methodologies for land use
change (forest sink and emissions) are needed. Information is incomplete on the effects of policies and
measures. The quantification of some is easy, others hard.

SBI proceeded to consider the draft report of the 6* session (FCCC/SBI/1997/L.2). Conclusions were adoptad
for National Communications from Annex [ Parties; language was added expressing concern for the lateness of
the second communications (FCCC/SBI/1997/CRP.5). Annex [ Partics should submit views on the schedule on
in-depth reviews by 25 Aug. Coaclusions were not rcached on communications from non-Annex [ Parties, but It
was agreed that the conract group would reconvene at the 7* sessian of SBI in October 1997 and consider the 2
annexcs provided in FCCC/SBI/1997/CRP.4 by the USA and G77/China, a third to be submitted by the co-
chaics, and further views submitted by 8 Sep. The USA noted that its acccptance of para. 2 of CRP.5 on
“individually or jointly” was without prejudicc to other decisions. The issue ol the financial mechanism also will
be taken up again in October 1997; draft options for conclusions appear in FCCC/SBI/1997/CRP.3. TRAN and
PHILIPPINES pointed ous that the group had agreed that the Secretariat would sccept additional comments until
25 September, not 8 Sep. as indicated in the report. A compromise was reached on 15 Sep., the Chair indicating
that the Secretariat was constrained by time and UN rules.

Conclusions on the division of labor betwcen SBI and SBSTA were adopted and refeqred to SBSTA.
Conclusions were adoptcd on the volume of documentation. The Secrerariat expressed concern for the
varying deadlines (25 Aug., 8 Sep., and 15 Scp.) and proliferation of annexing decisions which require
wranslation. The USA suggested that absolute dates for Parties’ submissions be announced at the beginning
of a session. The Secretariat suggested that instead of annexes, decision options can be additions and
published as MISC documents, which don’t require translation. The SB1 will reconvene the contact group in
October 1997 1o continue work on machanisms for consultation with NGOs.

Conclusions on arrangements for COP 3 appear in FCCC/SBI/1997/L.3, with item 1.(f) deleted and the
brackets in 1.(¢) refetring to the ministerial session fram 8-10 Dec. were dcleted with the understanding that
a 3-day ministerial was sufficient (9-10 Dec.). The provisional agenda will include reviews of the adequacy
of Article 4,2(2) and (b) and Annexes | and 11 (FCCC/SBU/1997/CRP.6). SBI concluded that COP 4 should
be held in November 1998 in Bonn, unless a Party proposes to host (FCCC/SBI/1997/1.4 and CRP.6). It
was recommended that COP 3 place the second review of Article 4.2(a) and (b) on the agenda of COF 4.

The recommended program budget for 1998-1999 was adopted (FCCC/SBI/1997/CRP.2). The EU noted that
the budget provided a 15% increase during a time when national budgets are flat, and reflected the
importance of the Sccretariat’s work. The Secretariat commented on the recommended increases in funding
for methodological work (S&T—fully funded) and the overall reductions for 1998 ($2M) and 1999 ($1M)
from the request. The changes in budget and staffing will require adjustments in programming and
redeployment of staff. For example, the program on scientific outreach in S&T will be climinated, with
some items transferred to other programs and some dropped. The Secretariat also mentioned that only 64%
of 1997 funding had been received Lo date, with 5 of the largest 10 donors n arrears.

The Chair adopted the repart in its entirely and the meeting was adjourned. SBI will meet next in October
1997, but not in Kyoto in December.
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Institutions - Final Clauses

Discussion focused primarily on three elcments of the final clauses: relationship to other
agrecments, entry into force and withdrawal. On relationship to other agreements,
Australia supported its proposal to include a paragraph referencing the rights and
obligations of the WTO. The EU, Switzerland, Samoa and even Korea opposed this
paragraph because it would subvert the protocol to the WTO and because it is not
necessary to choose one treaty over another. Canada supported the Australians, while the
U.S. suggested bracketing the text (we do not yet have a position on this). On entry into
force, there was surprising support for including Japan's call fora dual approach: entry’
into force based either on number of parties or percentage of emissions. The U.S., which
had textual language supporting the dual approach, asserted that we want to base
percentage of cmissions on global, versus Annex I, emissions. OPEC countries insisted
on preserving a third proposal: entry into force would occur only after Annex [ countries
fully implement their commitments. Finally, there was a full discussion on withdrawal
mechanisms. While most Annex I countries agreed on a legally based approach based on
Article 25 of the FCCC, OPEC coumies argued for including a paragraph (251 1) that
specifies that withdrawal by an Annex I country would not eliminate any liability due to a
claim brought against it by a developing country asserting economic injuries. The
Chairman agreed to redrafl one paragraph that would take all views nto congideration,
including the U.S. call for bracketing any reference to number of years for cither
withdrawal or expiration.

LiZoe <



The Chairman, Mr. Gylvan Meira de Filho of Brazil, chaired
this session for discussion on coverage, distribution of QELROs
among Annex 1l countries, and atabilization of concentrations
(temperature and sea level). The chairman indicated that
bracketed text from the contact groups on flexibility and
emission trading, joint implementation, and measurement, review
of information and compliance will be available Wednesday, August
6. Text on the nature of targets and baselines has been
circulated and has not been well received. The poor reception is
due to the fact that authors included a "flat rate"” approach to
distribution. Thus, a discussion amongst the delegates to amend
this draft on distribution was necessary.

Coverage

A draft text on Coverage was circulated to the delegates.
The vast majority of the delegates requasted that items 2, 3, and
4 be bracketed. These items state:

2.  The Parties shall review the 1ist of gases in Annex G at the
first session of the Conference of the Parties aftexr entry
into forca of this agreement, and a regular intervals
thereafter, with a view to including other greenhouse gases
to controlled by the Montreal Protocol.

3. The criteria for addition of a greenhousa gas to the list in
Annex G are the following:

(a) the availability of a reliable value for the relative
greenhouse warming potential of the gas;

(b) The availability of a comparable methodology for the
estimation of the emission by sources of the gas; and

(c) The relevance of the gas to climate change.

4. The greenhouse gases added to the list in Annex G shall only
be considered for the QELROs adopted after their inclusion.

The chairman agreed to bracket items 2,3,and 4.

with regard to the list of greenhouse gases listed in Annex
G, both Russia and china indicated that the delegation must be
cautious about what gases should be covered (except CO2). And
doubted whether 'uncertain' gases should be included in a legally
binding document. Canada supgortad the removal of brackets from
the Annex G list of gases (and adding 'all sectors'), as did the
U.S., Australia, Canada, New Zealand, and Saudi Arabia.

L | exi

This discussion centered around the issuec of a fixed
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percentage of reduction by Annex 1 countries relative to a
baseline, versus differentiated national targets. Most of the
delegates maintained their existing positions on thia issue.
Iceland, Japan, Switzerland, the Russian FPederation, and Poland
favored differentiation. The United Kingdom and ROSIS countries
called for a 'flat rate'.

stabilization of Concentrations

The chairman stated that the question here is whether the
protocol chould have an item stating the atmosphere must be
stabilized first and then surface temperature. Samoa, the United
Kingdom and the United States stated that it was clear that
language should be included, the question was where? The chairman
stated that he would make_sure tho language was includa, however
he would not discuss where.

|5
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4 August 1997, 17.23 hrs V
DRAFT TEXT BY THE CHAIRMAN OF THE NON-GROQUP

QUANTI FIED EMISSION LIMITATION AND REDUCTION OBJECTIVES

Coyerage
1. For the purposes of this agreement, QELROs shall apply to anthropogenic
emissions by all sources and anthropogenic removals by sinks of the gases listed in
Anncx G.
8 The Parties shall review the list of gascs in Annex G at the first session of the
Conference of the Parties after entry into force of this agreement, and at regular intervals
thereaftcr, with a view to including other greenhouse gases not controlled by thc Montreal
Protocol.

3 The criteria for addition of a grecnhouse gas to the list in Annex G are the
following:

(a) The availability of a reliable valuc for the relative greenhouse warming
potential of the gas;

(b)  The availability of a comparable methodology for the estimation of the
cmission by sources of the gas; and

(c)  The relevance of the gas to climatc change.
4

4. The grecnhouse gases added to the list in Anncx G shall only be considered for the
QELROs adopted after their inclusion.

8 Methodologies for establishing anthropogenic emissions by sources and
anthropogenic removals by sinks shall be those accepted by the Intergovernmental Panel!
on Climate Change and as decided upon by the Conference of the Parties.
nnex G
Carbon dioxide (CO,)
(Methane (CH,)
Nitrous oxide (N,0)]
[Hydrofluorocarbons (HFCs)
Perfluorocarbons (PFCs)

Sullur Hexafluoride (SFoI



HIGHLIGHTS FROM THE MEETINGS OF THE
SUBSIDIARY BODIES OF THE FCCC
5§ AUGUST 1997

‘I'he Chair ol the Ao/ Hoc Group on the Borlin Mandate
(AGBM)conducted an observer briefing in the moming. The noo-
group on quantified emission limitaton and reduction objectives
(QELROs) metin the morning, and the non-group o elements
related to institutions and mechanisms met in the afternoon. The
Subsidiary Body for (mplementation (S81) concluded its work In a
morning session and the Subsidiary Body for Scientific and Tech-
nological Advice (SBSTA) concluded its work in the afternoon.

ORSERVER BRIEFING

AGBM Chair Raul Rstrada-Oyuela (Argcnlina) convened A
morning briefing for observers on the previous day's progress. The
Chair ol the non-group on QELROs confirmed that Parties had
decided to definethe framework of an agreement belure
praceeding ta specify QELROs. He said it was unlikcly that
numnbers would be discussed this week and suggested thatan
acrempt ta do so might cmbarrass some fartics. The Partics would,
however. discuss distribution ol QELROS. tle added thatsome
Partics continued to oppose Nexibility, i.¢. trading and jointimple-
mmentation The text on thesc lopics would rémain in brackews. He
will also prepare a text on measurements and communications.

The Chair of the non-group on institytions said that discussion
had concentrated on the final part of the Protocol. and specifically
addressed the question of linking the Protocol with the FCCC A
protocol would be independént but some delegares expressed
contusion as to how this could bu reflected i the protacal.

‘The Chair ot the non-yroup on Anticle 4.1 indicated that ies text
would be alicred duc to consuliations that had taken place since the
weekend. The Chair of a newly formed non-group on policics and
measures reported that some delcgaies belicve that there is no
reason 10 have & segtion on policies and measures riven the provi-
sions in the FCCC. Others support a full section with elements on
the major sectors related 10 energy

SUBSIDIARY BODY FOR IMPLEMENTATION

Chair Mohamed Ould El Ghaouth (Mauritania) noted that most
decisions by the contace groups were outlined in the draft report
(FCCC/SBI/1997/L.2). The Rapporteur commented on the SBI
informal workshop considen ng updated information (rom the
national communications of Amnex | Parties He noted rhat four
presentations were made by the Sceretariat on. national inventories
- actual rends between 1990-1993; methodulogical issuus atisiny
from submited inventorias; projeciions to 2000 and 2020: and
policics and measures and their specific elfects. He noted thar the
Sceretariat plans to have additional informatian in time for 1the next
cegsion of the subsidiary bodies

‘The Chair called {or consideration of the results from the
contact groups, The draft conclusions oa communications (rom
Annex | Parties (FCCC/SBI/1997/CRP §) were adopred including.
inter alia, that the Secretariat should submica report at SBI-7 on the
progruss of Annex | Partics in returning o their 1990 levels off
GHG emissions. The US noted that their acceptance of the term
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“individually or jointly" in the draft text did not prejudios ite posi-
tion on other texts being negotiated. The PHILIPPINES called for
theinclusion ofa specific reference 10 Article 4.2 (b).

The Chair tod draft conclusions on communications
from non-Anncx | Parties (FCCC/SBU1997/CRP4). He noted that
the contact group did not find sufficient time 1o conclude the issue
and will continue its cansidoration at the October moeting. On
review of the financial mechanism, the Chair presented draft
conclusions (FCCC/SBY/1997/CRPP.3) and suited that the group
will continuo to consider theissucin October. A number of dele-
patcs nated concern thata sub-paragraph in the draft report called
on Parties to submlt their views on the financial mechanism by 8
September 1997, The Executive Secretary noted thatif the submis-
sions are late, delegations will have liftle rime to consider the
inputs. A compromisc date of 15 September was agreed.

On division of labor between SBS'TA and SBI. delogates
confirmed the decision 10 recommend the dralt decision for adop-
tion by COP-3, On volume of documentasion, dclcgatcs spproved
the draft decision for adoprion by COP-3 Thedraft notes. infer
alic, the effors of the Convention secretariat to reduce the volume
of documentation (FCCC/SBI/1997/12) Onmechanismsfor
consultations with NGOs. the chajr noted that 2 conract group will
be created at SB1-7 for consideration of thisitem. The SB(urged all
Partics to submit their views on thisitcm by nolarer than 25
August. The Chair presented draft conclusions on arrangements for
intergovernmental meetings (FCCC/SBU/1997A. 3; FCTC/SBW
1997/L.4; FCCC/SBI/1997/CRP,6) On arrangements for COP-Y,
the delegatcs accepted the draft conclusions including, inrer alia.
that: COP-3 placcon the n;iend: for COP-4 the second revicw of
Articla 4 2 (a) and (b): 3nd that the paragraph considening un
intormal dialogue among Ministers and othcr Heads of Delega-
tions be deletcd, On arrangements (or COP-4, deleyatcs accepted
the deaft canclusions including. inter alia. that COP-4beheldin
November 1998 in Bonn unless a proposal by a Party to host the
conferenceis received befure J0 September,

The Chairpresented the draft conclusions on the programme
budget for 1998-1999 (FCCC/SBI/1997/CRP.2). 20d nated that
this will be a formal annex. The annex was adapted. The EU said a
fiftcen percent increase in the budget over two years shows the
importance that the EU attaches to the implcmentation and (urther
development ul'the Convention. The Execurive Sceretary
expressed his appreciation (or early closure on (his issuc but aoted
thas five of the ten largest contribulions for the year have still not
been received.

Partics adopted the report of SBI-6 while taking into account
the need 1 incorporate late decisions. The Chair rctuinded Parties
thac they were duty bound to complete their work in October ax
there would be no SBI mecting at COP-3.

SUBSIDIARY BODY FOR SCTENTIFIC AND
TECHNOLOCGICAL ADVICFE.

Delegates discussed the remaining issues on theiragenda and
considercd a revised draft report of the meeting (FCCC/SBSTA/
1997/L.4), Delegates adopted the draft conclusions on the division
oflabor betweon SI3l and SBSTA that wers adopted by SBL. The
Chair ol the contact group on methodological issues presented the
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p's revised drafl conclusions. He noted that .

revised conclusions. iter alia, request the Secretariat Lo
prepare a progress report an the work programme on methodolo-
gies and noted that SBSTA-7 will begin consideration of terms of
reference for expert conuributions and the review of wechnical docu-
ments, The conclusions also contain an indicative budget for the
methodalogical work programme.

On methodological issues related to joint implemeatation, the
Chair recalled that the US, Canada, Norway and Ching had held
informal consultations. CHINA reported thatthe group had not
reached conscnsus. The Chair proposed that the report of the
mecting state that SBSTA hed considercd the issuc and decided to
defer it for consideration at a future scssion. CHINA
deleting the reference to future consideration, The PPINES
asked il the issuo would auain be considerod a5 2 separate agenda
item or together with methodological issucs. The US indicated the
need tor further discussions and noted that the clearly divergent
views are evidenced by the fact that there are na conclusions on this
matter, Delegates agreed to the Chair's proposal.

On national communications (rom Annex { countries, delegates
heard a presentation on the SBI workshop on Annex [ communica-
\ions and sgreed to take note of the methodological issues outlined
in the warkshop report. On non-Annex | communications, dele-
gates agreed 10 refer to the conclusions adopted by SBI.

On transler ol'technologies, the revised draft conclusions stated
that SBSTA took notc ol the Scerctanat’s progress reports and the
technical report, and supparted the Secretariat’s plans to prepare
repons on the role of the private sector and on enabling activities of
guvernments related to technulogy (ransfor. Under the drall conclu-
sions, SBSTA also encouraged the Secretariar to extend its coopere
ation with other oruanizations with the aim of, infer alia, improving
tha availability of climate relevant daia.

The draftconclusions also state that SBSTA discussed the
subject of interyovernmental technical advisory panels (I'TAPs)
and notad that the Secretariat has been requested to p areport
on i1s expenence inusing the roster of experts. It recalled that the
subject of [TAPs, including theic possible establishment, would be
consideced by SBSTA-7. SBSTA noted that the Secretariat had
made use of the roster in three expert meetings on technology and
technology transferissues and recalled its requestto Pardes to
nominate expens for the roster. Delegates recalled the conclusions
that had been udopted at the last SBSTA meeting and adopted the
rovort of the meeting as amended.

NON-GROUP ON QELROS

_ Thenon-group on QELROS metin the morning and discussed
issues periaining to coverage and distdibution. Coverage discus-
siona were based on a draft text b{ the Chair. The drafttext
proposed an Aanex coutaining & list of six GHGs to which
QLLROs would apply. The textincluded a pravision foc the review
of the uases listed under the Annex at the first session of the COP
alter entry into force of the agreement and at regular intervals
thercatier. Cnteria for the addition of a GHG to the list werc also
included.

Some delegations objected to the inclusion of certain criteria
such as the availability of a reliable value for the relative global
warming potential of the gag and the availability of a comparuble
methodology for cstimartion und assessing (he relevance of the ‘?‘I“
w climate change. Paragraphs on these toplcs werc bracketed. The
Chairindicated that most countries agree on &8 comprehensive
approach according 1o which QELROs should apply to all GHGs,
He predicted thatenlarging the GHG liat would not find objection
aslong as it is possible 10 measure emissions and judge the relative
global warming potential of other gascs in comparison (0 CO2Z.

A number af delegarions requested that a reference to the Berlin
Mandate beincluded in the draft, and noted that a comprehensive
approach had been incomorated in the FCCC and the Berlin
Mandate. The Chair indicated that he would seck guidance from
the AGBM Chair on inclusion of references to the Bedin Mandate
and produceo a now drafl on caverago based on the discusaslons

_There was a general cxchange of views on disinbution of
QLELROz among Annes | counirics. “The discussion focused on
whetherditnhution eheuld be baxed on a dilYorentinted npoaronch

or & flat rarc target. Several delegations favored the differentiated
approach and underscored the need (or dillerent commiments
according to country-spevific conditions. These vonsiadi-
cated that the differentiated agrrou:h sets the right trend for the
future and points to an equitable outcome, Therc wasa suggestion
that countnes should be able to negotiate their own targets.

Other delegations favored the flat rate approach and indicated
that targets could be meteither indiﬂdunllror jointly, They noted
that time constraints would make it difficult to reach agroement on
indicatocs for differentiation before Kyoto. A delegation
commented on "faimess” and indicated that some tlexibility should
beallowed through emissions trading and joint implemontation.
Another delegation indicated that no negotiations could start untl
targets are on the tabie.

NON-GROUP ON INSTITUTIONS AND MECHANISMS

The non-group on institutions and mechanisms continued
discussions on s for Final Elements. Virmually every item
discussed remained in brackets atthe end of the meeting, with some
delegates privately conceding that certain proposals are being
placed“onice” until some of the encompassing issues st the
AGBM have been cleared. On the relationship Lo other agreements,
a number of Parties opposed a proposal on derogationonthe
grounds that it would subordinate the Protocol to other pre-existing
institutions, pardcularly the World Trade Qrganization (WTO).
Anothet group of countries wanted to establish that mlha_rl%l nthe
Pratocol would prejudice the rights and obligadons of W
members. [na h ona Panty's rights under intarnatonal law.
anumbcr of Parties argued that the proposal was simply a state-
meat of the current legal statc of aftaics, but others said the reter-
ence thould b retained.

Some Partics also argued thata aragor;‘ph oa provisional appli-
cation of the instrument was redundant. Ochers suggested thatthe
provision could prove useful in helping to overcome domestic legal
obstacles. ‘The fatc of a paragraph on ratification was linked to the
outcome of discussions on a proposal laying down restncnons
under the Protocol for regional economic organizations.

On entry into force, (wo main positions emerged. Some
supported ratification based on the number of signarories. Others
supported a“weighted entry into lorcc” linking ratification to the
percentage contnbutions to GHG emissions of rati(ying countries.
A number of Partics supported a I that would crsure thats
Party's withdrawal from the Protocol would notoperate to limit its
liability for any ¢laim accruing againstitas & result of economic
injury susiained by developing countries,

IN THE CORRIDORS

Deleuates say that the brief discussions of joint implcmentation
during SBSTA and SBI on Tuesday, point to abiding sensitiviries
berween Annex | and non-Annex [ Panties over implementation and
potential future commitments. Wary of exploring J1 before
completing the pilot phase of activitiesimplemented joindy (AU)
between developed and developing countries, a number of devel -
oping country delegates say that opcning theissue in the subsidiacy
bodies could cstublish it as an issue in future AGBM negotiatons, a
result they oppose. They also want 1o easure that language on
“reurning individually orjointly™ 10 eartier emissions levels
applics unly to Annex | Parties. Devel countries suppordng J{
say that it is an appropriale element of future commitments that
should be pursued in currcnt negotiations. Although iexton Jis
being examined in contact groups, this week’s decisions are not
expecied Lo resolve differences on the issue.

THINGS TO 1LOOK FOR TODAY

Non-Group oo (ustitutions: The non-group meet at 10:00 am
in the Beethoven Room

Nou-Croup oa Policics and Measures: The non-group will
moct at 10:00 am and ac 3:00 pm in the Maritim Roam,

Non-Group on QELROs: ‘The non-group is expccied 1o meet
at 3:00 pmin the 3eethoven Room
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Eca has been pablished by Non-Governmental Enviro
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nmieatal Groups ot major intemaiional confarences since the Stockholn Envimmnant
ively by CAN groups attending the Climate Negoriations in Bann, Jdv-August 1997,

Conferance in 1972. Thix issuc is produced co-openal

Hiding in the Annexes

hy Daniel Laxhof, Natural Resources Defense
Council and Bill Harc, Greenpence
Internativnal

‘e admirable attampt to stecamline text by the
Chairman of the QELRQO's non-group poses
¢rcat risk of creating opportunilics 10 hide large
yuantties of cmissions under a veil of uncer:
tainty in one of the many Annexes floating
around between the square brackets [n review-
ing this iext delegates should pay paricular al-
Lention o the following Key Issucs:

* Focus on “source calegories™ not “Qases”.
Anncxes should be defined by grouping
source calegorics on the basis of similar lev.
els of cenainty with respect 10 monitoring
and raponing_ as proposcd by New Zealand.
Industrial CO; emissions are both the most
imponant and the most accuralcly measured
source category. Qther indusirial emissions
such as nitrous oxide from adipic acid pro.
duction, methane emissions from natural gas
pipelines, the production of HFCs and SI6
or the cmission of PFCs (rom alumintum

€ o

smelting can all also be accucately meas-
ured. Mcthane emissions (rom well moni-
10red landfills may alse be able 10 qualify at
a similar level of centainty.

In contrast land-use soucces of. fur exam-
ple, methanc from rica paddics have much
higher uncenainty. Allowing these two scis
of souree catesories 1o be inixed together in
1 single baskel because they arc the same
pases and are monitored with the “best
avallable® methodologics is not accoptable.
This could undermine the ability of Paties
1o ensure compliance with limits cven far
the best monitored source categorics.
Establish approprate lumits for each group
of sources rather than allowing gelective ofT-
scts. Reductions below the target for the
most cendin source cawegorics (Annex C)
could be used for compliance with the targer
for less centain catepories (Anncx D). Cred-
its from reductions below the target for An-
nex D should be discounted by 2-10-1. or a
higher ratio if appropriaic as detcrmined by

SUBSTA. when uged for campliance with
e Annex C target. This cnsures that the
abllity ‘to monitdr compliance with targels
for well-measured ource calcgorics won't
be diluted by mixing reductions claimed
from less cenain calegoncs.

- Warch out for *nct™ und for “natural™ sinke,
Landusc sources and sinks fo CO, should
be treared in a separale Annex (Annex F).
because of uncertainty bath about monilor-
ing and about parmanence of carbon soquas-
tered in ecosysiems subject Lo distuption by
climate change or uther factors. Monitoring
should focus on amissions by anthropogenic
sources and removals by anthropogenic
sinks. It must be clear that Partics can’t
¢laim sinks based on the sclective inclusion
of natural arcas that may be accumulating
carbon at uny particular polat in time. Mont-
toring should be based on ¢umulative
changes in swcks, not changes in (lows,
which can Nuctuste from year (o year

+ Prevent banking and wrading of “paper reduc-
rions”* The whale drop in the emissions in
fRussia and thait othee CEE calleagues slter
the: collapse of communisi was not realized
by any intentional measurcs er pulicies, We

canunued on buck page. col. 3
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SBI Tuesday Morning
Al last! Something we can report on! We know
that a1l uf our readers will be thrilled to hear our
reporting on the most riveting and caplivating
Jeliberations of the entire two week conforancs.
Afier fory-five minutes of agonizing anticipa.
won for the meating to begin, the Chair invited
Mc. Donal Enright o report on the Informal
Workshop “Updating information from the na-
\ional communieations of Anncx I Parties.” Ac.
cording 10 Enright, the breaking ncws was that
GHG emissions for most partics had increased
{except for the economies in transition). Sur
prisc! surprisc] While projections had become of
a “higher quality.” unforrunately, comparisons
are difTicult because no one Is using the same
methods. Would it be 100 much to ask Pantics 0
follow the agrecd methodologies?

The review process for the GEF provided
more grst for scintillating discussion. lran’s
impassioned plca to cxiend the deadiine for
Panles’ views was mereilessly rejected by the
Chair who compromised by agreeing 10 15
Scptember 1997, Parties’ views on non-Annex
1 communications arc required by 8 Seprember

1997. and Annex 1 Pactles 1o submil their views
on the schedule for in-depth reviews by 24 Au-
gust. Getting bogged down with dates? Dont
worry. the Secrelarfat will come to the rescuc
with a calandar of dates foc yout diary.

Other decisions and conclusions on division
of labor betwoen SBI and SBSTA, volume of
documeniation. mechanisms for consulution
with NGOs and the 1998-1999 budget were
adopted with no amendments. On arangements
for future COPs, the Pantes desided to consider
the second review of the adequacy of commit-
ments st COP3 and 10 put it on the agenda for
COP4. COP3 will also undertake a rcview of
available information in accordance with Article
4.2 (1), with a view 10 uking decisions regarding
amendments (o the lists in Armexes 1 and 11 of
the Convention. Controversial issucs are sure
piling up for COP3, aren't they? But with the
possibility of an extra day for sightsesing for the
Minigsers. counesy of China, perhaps the Sccre-
tariat could book some shiatsu and acupuncrure
scssions for those overcome With suress.

Finally, it looks like COP4 wlil be held in
Bonn in November 1998, but there is still ime

RS

for applications from other citics... please
someonc, come 10 the rescuc!

SBSTA-PM
{f you thought SBI wac a hlockbuster. SBSTA
was even more emaive. The disappointing news
was that it anly lasted an hour. Thanks, Tibor, for
grantingus the luxury of astroll in the lovely park
down the strect. Focusing on finalizing any out-
standing issues, Tibor emulated Keanu Recves'
pedformance (n last summer's movie, Speed, by
whipping through the remaining agenda items in
order 10 adopt the final report. The crushing
disappointment was that no substanlive conclu-
sions on methodological issues relating tw J1
were forthcoming from the indmate contact group
on this issue, $0 it had to be deferred. One deci-
slon from last wock is worth noting: despite the
official deadline of Janvary 1998 for Panies’
views on “key policy Issues™ with respect (o the
IPCC's Third Assessment Repon. particularly
rogarding the synthesis report, why not try 10 gt
these submissions in beforc the IPCC Plenary
meeting this September (where the TAR work
plan is being determined) so that they're worth
the papes they are writien on?

Linkage - Don’t Push It

by Kllaparti Ramakrishna, Woods Holc
Rescarch Instifute, and Atlg Rahman,
Banglodesk Ceanter for Advanced Studies

The cumrent debate on financial assistance and
wechnology transfer in these ncgotiations ascil-
fates hetween 2 sense of d&ja vu and incredu-
lity. DEja vu because maany of the positions ad-
vanced for and against financial assistance and
technology wransfer bear an eede rescmblance

(0 what the industrialized and developing coun-

\ries went theough in negotiating and adopting

the FCCC in 1992. Incredulity that we should

It 1o revisic the issuc all over again.

Given the failure of industriatized countries
10 meet the modest commitments agreed to in
the Convention. and the felt nced to bring devel-
oping countries on board quickly, in sonie shapc
or form. onc assurnes industrialized countrics
would be cager to deliver whut they promised in
1992, Insead what we [ecl is the tension of the
carly stages of negotladons n 1991,

As we conclude this penultimate session of
the AGBM. it may be beneficial (o look at what
in fact was agreod to in the FCCC. The devel-
uped counwry Marlics agreed.

« 10 provide new and additional financial re-
wurces 10 meet the agreed full costs incurred
by develaping country Panies in prepaning
Iheir national communications (article 4.3);

- 1 provide financial resourees. including (or
the transfer af technology. (0 meet the

ISSUE 7 = AUGUST 6TH
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agrood full incromental costs of implement-
ing measures contained in articke 4.1:

« 10 assist the daveloping country Parties that
are particularly vulnerable to the adverse el
(octs of climatc change in mesting cous of
adapaarion to those adverse effects (anicle
4.4)

« (0 take all practicable steps to promote. (a-
cilitate and finance the transfer of. or access
to. environmantally sound technologics and
know-how 10 other Panties to enable them to
implement the provisions of the Convendon
(arucle 4.5).

The developing countrics must have had
some prety good reasons for ensuring that arti-
ele 4.7 found its place in the Convention. This
paragraph provides that effeetive implementa.
tion of developing country commitments de-
pends on the developed countries meeting their
commitments relsted to financial resources and
rransfer of eehnology.

Some of (he kading Annex I countries are
now heard objecting 1o the linking of develop-
ing country panicipation in the Kyoto Protocol
10 tha provisien uf new and additiona! financial
assisiance and technology transfer required un.
der the Convention. They state that while (hese
Issucs might play 3 “supplementany™ rule. they
thould not be 3 driving force in formulating
negouating positions! Reallv!!!

One thing can he sald. though. Several of

these Parties are “consistent”. FirsL (hey rencge
on their commitments contained {n the Conven-
tion, then they wy 10 modifly the Berlin Man-
date, and to top it ofT they act as if the current
negotiations have no history and that they arc
taking place in isolaton.

The Framework Conventicn Is by ne
means pecfeet. li i3 & compromise. often called
a “package deal”. t cnshrined within It a deli-
cate North-South balance. For developing
countrics - without exception = the package Is
sacrosanct. Any aticmpt by any major Annox 1
counlry (o reopen it or ignore i application
could Jead to the collapse of the preseat nego-
tations. Hence, we appeal: don '/ push !
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Don’t Forget to
Fluorinate!

by nill Hare, Greenpeace [nternational

It is vital that HFCs (hydrofluorocarbons).
PecNuorocarbont (PFCs) and SF¢ (Sulphur
Hexafluorae) arc included in the emission re-
duction wrgets adopted in Kyato. These chemi-
cals are extremely powerful greenhouyse gases.
In the case of PFCs and SFg these gases have
Ufetimes of thousands or tens of thousands of
?BI.II.

HIC use is growing rapidly, The principal
uses of HPCs in order of imponancc are sta-
tunary cooling, mobile air conditoning, closed
insuladng foams. aerosols, solvents. fire extin-
guishing and open celled foams. For all of
these applications non HFC or non PFC alter-
natives exist

PFC emissions are principally from alu-
minium production and can be substantially re-
duced quite quickly. In fact this is onc of the
few catcgories af greenhouse gas cmissions
which ara actually being reduced by a number
of OECD countrics, SFq is used lo insulate
some clectrical equipment and is used in some
consumer goods such as some Nike running
shoes.

According to one recent global projection
of funure HFC, PEC and SF6 production and
consumpdon, emissions of these gascs could be
equivalent to §% of 1990 CO, emissions by
2005. rising 10 13% in 2015 and 20% in 2040.

Some Partics (ic Japan and Russia) arc ar-
guing that there afe oo many data uncenaintes
currounding inventories af these gases for them
10 be included in 3 QELRO. Nothing could be
further from the truth. HFCs and SF6 are pro-
duced in chemlieal plant specifically for salc as
commodities and hence high quality data is
available on production (and hence cmissions)
of these chemicals. PFCs are principally emit-
1ed (rom aluminium smeiters and emissions can
be estimatod in the base year by referenca to
standard indusury emissions factors.

Other Partics and chemical companics ar-
gue that because there were no emissions of
HFCs in 1990 as these are 2 new class of
chemicals, cantrols at this sage are inappropri-
aie. This overlooks the fact that in 1990 many
chemical planis had large fugilive production
of HFC-23 as a by product of other chemical
production. Estimatcd inventorics for these re-
leascs are in principle available from chemical
producers, if not already held by naional gov-
eMMents.

There 1s simply no exéuse (or not subject-
ing thess chemicals 10 Teyally dinding cnussion
reduction warpcts. :

by Sible Schoene and Stephan Singer, WWF
Increasingly. the USA and Japan have becn
challenging he BU's praposed targels (15%
cuts in gretnhouse gases (or Annex 1 by 2010,
and at Jeast 7.5% hy 2008, based on 1990 lev-
els). Both countries have described these as
“uarealistic and unachicvabla®.

A study. undenaken last autumn for WWEF
by Utrecht University, demonstratcs that the
EU can cut CO; alone by about 15% by- 2005
using proven policlcs, This shows thal the BU
propasal for Annex | countries is not very am-
bitious. The EU's energy efficiency (expressed
in oil cquivalents uscd per unit GUP) Is almost
twicc as high as the US: it follows therefore
thar the world's largest emitter could casily
comply with a target higher than the EU's. Ja-
pan, despite its high energy clficiency, sull has
potential for considerable CO; reducton. For
cxample. in Japan co-generation accounts for
only 1.7% of clectricity capacity, compared to
about 10% in the EU, Likewisc, natural gas, a
low carbon iensive fuel, provides only 10%
of primury energy supply in Japan, as apainst ¢,
20% in Europe.

The Utrecht study indicates that the pro-
posed measures for the EU ase mostly cost-
affective and maintaln economic competitive-
ncss. and Uus arc attractlve or at least aceept-
able to the business communaity. Thase meas-
urcs Include co-gencration. housing insuladon,
efficlency siandards for appliances and cars,

___—.—-——-——"

The Credibility Gap |C]

« voluntary agréements in all induswial seciors,

iR ]

and a substanual renewable energy programme.
Funhamore, the study assumes “business as
usual” economic growth.

This “argument” on credibility has boen put
forward by two very non-credible countries,
neither of which has yet been able (0 propose
any procise reduction targets at all - and have
both increased their emissions by c. 8% since
1990.

The “non-credible™ EU however, may be
able at Jeast 10 achieve iis Rio stabilisation tar-
get by the year 2000, and could further reduce
{1s emissions latcr on by implementing some of
the propased policies. To date, the EU with its
15 member stares is the only Annex 1 panty
which has acrually put forward any essential
substance for a credible Kyoto protocol — that
is. & reduction target for 2005 based on 1990
lovels. The EU has not in the past bean very
success(ul in convincing other paries thal it i
capable of implemendng climatc policies elfec-
tively. However, now that the new targeis have
been set, additional goals are belng discussed
intemally, such as a doubling of enegy from
rencwables (o 12% by 2010,

Finally, in a challenge to any “wuit and
sce” arguments. WWF has commissioned stud-
ies in the US and Japan which — before Kyoto -
will Idendfy those domestic mecasures which
can contribute to substantial CO, emission rc-
ductions by 2005 on 1990 levels.

Eco was dubious ol the story that the head of
Maritim yesterday

ST

the proud possessor of wo herds of camels. uriil he was spolted araving with his chautleur 3t the
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For a long time, dclcs:llcs have bheen nuul\:d
hy the possiun some of the Australian delegates
have put into the nagotiations. [L became clear
al Monday's briefing by 1r Clive lamihon
that the passlon is un attempt (0 compensate (or
the lack of credible arguments. '

Speaking at an event organized by he
Center for Inlemattonal Envirenmental Law,
Dr Hamilion. the Australian Government's
most cffective domestic climate ehange critic.
clinically disposed of the Austratian casc.

To the amusemont (and astonishmeat) of
the sudience. the reaerion of the Australian del-
cgation was anything but clinical. Most of the
heat was gencralcd by Brian Fisher ("Mr
Mcrabare') who took umbrage at enticisms of
ARARE's modelling work. Delegates have
never eiven MEGABARTE much time. but now
that the assumptions and fesults have been so
thacouehly axposed by Dr Hamilton ECO
would be surprised if the Australian defegation
evee refemed to it again,

It ums out that MEGABARE is [unded
mainly by companias in the fogsil fucl and alu-
midivin businesses, and they run tic modelling
from a Stecring Commiuce. The entry pricc is
$50.000. Qadly, the Norweglan State Oil Com:
pany 12 on¢ of the contributors. a fact that will

‘Dirty Digg

raise cychrows in that country’s political ¢ire
cles. Other significant funders include Mohil,
Texaco and Exxon.

Dr Hamilton was paaiculady enitical of the
Australian Government's domestic greeahiouse
policies. Existing programmes have becn elther
cut back or abolished Dy the new conscrvative
administration. Quoting a recent [EA review of
Australia that concluded that encrgy is used
very inefMiciently, he referred to a scries of
stdlcs that indicaic that Australia could cut
emicgions deeply at very low cosL

But we should be chantable (o0 the Avssie
delegation: they have to pretend that their Gov-
ernment s sedous about reducing cmissiony
and playing 3 constructive roke in the ncgotis-
tions. Hamilton quoted Prime Minister Howard
saying that Australia should never have signed
on to the PCCC and Poreign Minister Downar
saying “the only target that Australia could
agrez to at Kyolo would be one that allowed
reasonable growth in our greenhouse ¢mis-
sions”,

That is a challenging brief for any delega-
tion at a canvention designed explicitly (o re-
duce cmissions. The Australian Resources
Minister Scnator Pacer thought he would kiek
the debate slong hy saying that "alf this green-
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house stufl™ will be proved wrong in ton ycar's
time, just like “the Club of Rome™.

No wonder the Aussios are foeling senxi.
tive... but antrums fromn the floor may not
calch on as a negotiating tactic,

At onc Europcan delegate put it alter the
briofing: “Weo know the Australians have had
difficulty defending their policy: nuw we know
itis impossible™.

FCO hopes that Dr Hamilton™s passport it
in ardor when he retume te Australia,
~Hiding in the Annexes, from front page
should be thank(ful for every lon which was
not emitted, but on the othac hand we should
remember that much more could be done.
For examplc the Czech Republic reduced it
CO, emissions by 24.3% but dircet subsidics
for heating are etill 6 times higher than fup-
part for energy clficiency and renewablus.
Funhermare, linkage of the reduction target
with the achicvement of the average GDP per
capita of Annexed countries could run for
hurdreds of years - simple mathematics show
that if EIT GDP increascs then average GDP
increases thus delaying the reduction largel
indefinitaly. Paragraphe 4 and 6.1 should
therefore be deleted.

Fud

Ludwig wandcred Into the wrong room yesterday
afrernoon and found himself in a meeting of the
Senior Citizens' Golf Association who are also
meeling at the Maritim this week. [t tooK some
Wine 10 realise that this particular room full vf old
men discussing balls was in [act the Subsidinry
Body on Scicntific and Technlcal Assistance.

Later in the day he ran into some SIATT from
the US Senalc who are here on 4 frosbie w0
investigate what happens here. What 2 charm-
ing bunch! And how well they sccin L0 get 60
together! They offered (0 explain the US con-
gressional process, and in retum Ludwig of-
fered 10 cxplain the climatc negotiations. Sadly.
they didn't have six months 10 $parc. ..

The Climate Action Network wauld like lo thank the
Environment Ministries of Germany, Denmark and
the Netheriands, who have provided funding lor Eco.
Wilh resources coniributed by: APC Networks
and EuroFax,

TOTNL P.19
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State
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State
State
OSTP
CEA
NEC
OME
Justice

Commerce
NOAA
Treasury
Interior
USTR
Agriculture
CEQ

EPA

EPA

DOE

DOE

DOT

ovP

CEQ

CEQ

AID
WH
L/OES
NEC
CEQ
NEC
Treasury
NSC
Treasury
NOAA
NEC
USAID

Melinda Kimble
Rafe Pomerance
OES/EGC
Rodrigo Prudencio
Jack Schick
Barbara Cates
Susan Gordon
Victoria Greenfield
Rogina Bierbaum
Jeffrey Frankel
Elgie Holstein
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Lois Schiffer
Jim Rubin
Jeffrey Hunker
Terry Garcia
Joshua Gotbaum
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Charlie Rawls
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Abraham Hasepel
Mark Chupka
Frank Kruesi
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David Sandalow
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David Hales
Todd Stern

Evan Bloom
Gene Sperling
Katie McGinty
Dan Tarullo
Larry Summers
Jim Steinberg
Bob Buorstein
Sally Kane
Peter Orzag
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{202)

(202)
(202)
(202)
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(202)
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(202)
(202)
(202)
(202)
(202)
(202)
(202)
(202)
(202)
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482-6055
482-3567
622-2220
208-6182
395-7320
720-6158
343-1060
260-7400
260-4332
260-9013
586-5316
586=-5523
366-4544
456-9501
456-6543
3595-3706
875-4205
456-2702
647-1370
456-2807
456-6224
456-5353
622-1080
456-9480
622-0486
686-2744
456-5358

875-4056

(202)
(202)
(202)
(202)
(703)
(202)
(202)
(202)
(202)
(202)
(203)
(202)
(202)
(202)
(202)
(202)
(202)
(202)
(202)
(202)
(202)
(202)
(202)
(202)
(202)
(202)
(202)
(202)
(202)
(202)
(703)
(202)
(202)
(202)
(202)
(202)
(202)
(202)
(202)
(301)
(202)
{703)

647=-0217
647-0217
647-0191
647=0753
780-5736
647-4037
647-0191
647-5713
456-6025
395-6947
456-2223
395-4639
514-0557
514-4231
482-4636
482-6318
622-2633
208-4561
395-4579
720-5437
343-1162
260-5155
260-0275
260-6405
586-3047
E86-0861
366-7127
456-9500
456-2710
456-6546
B7E-4630
456-2215
736-7115
456-6687
456-2710
456-1605
622-0081
456-9490
622-0073
427-2073
456-2223
B875-4053
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5 August 1997

To: Please See the Attached Listing

From: Climate USDEL/Bonn - Mark G. Hambla;w/‘

Subject: Climate Change Negotiations, Update No. 8:
Report on Developments on August 4/5, 1997

This is one of a scrics of reports on meetings of the Ad Hoc Working Group of the
Berlin Mandate (AGBM) of the Framework Convention on Climate Change and its three
subsidiary bodies which are being held in Bonn, Germany, between 28 July and 7 August
1997. This update provides informal observations ob activities from the afternoon
meetings on Monday, August 4th, through the morning sessions on Tuesday, August 5th.
Included, as well, are the following more detailed reports prepared by USDEL membexs:

(a) Notes from the SBI Informal Sessions on August 1st prepared by the phantom
member of the delegation;

(b) A revised version of Saturday’s (August 2nd) AGBM QELROS discussion prepared
jointly by EPA’s Jane Leggett-Emit and Sharon Sailes;

(¢) A report on Monday’s (August 4th) AGBM QELROS non-group discussion prepared
by EPA’s Avis Robinson;

(d) A report on the critical and fascinating discussions of the joint SB/SBSTA contact
group on the division of labor prepared by DOE’s Debbie Stowell;

and (¢) A report on the first session of the August 4th meeting on Policies and Measures
also prepared by Ms. Stowell.

In place of ECO and copies of the “Earth Negotiations Bulletin,” we are providing
a copy of a flyer circulated by one of our Senate staffers, until he was prudently stopped
from doing so by one of his Senate staff colleagues. (All of us working in the negotiating
sessions were blissfully unaware of the shenanigans going on among the scores of
observers waiting in the hallways and anterooms.)

The final paragraphs can be used as a DAR item as appropriate or desired.
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Climate Change Update No. 8; SBI Concludes its Work; AGBM “Non-Groups”
Continue Theirs; Staffdel Begins its Contacts with Developing Countries

SBI Concludes its Work with Some Good Results

The Subsidiary Body on Implementation concluded its work for this session after
a late night meeting on August 4th and during a short, final session on August 5th. The
most contested issue — when to discuss the adequacy of commitments and the question of
annexes and the date and timing of COP-4 - werc agreed in ways quite acceptable to the
US. A much divided G-77/China was gradually brought along o agreeing to the
Chairman’s proposed language to “consider” the second review of adequacy at COP-3,
and that this item also be placed on the agenda for COP-4. It was also decided that COP-
4 will be held in Bonn in November 1998, unless another proposal to host the conference
is received. (We will all root for Buenos Aires in September, as a very unconfirmed
rumor has suggested; aside from the venue, the November meeting currently colncides

with Thanksgiving.)

AGBM Non-Groups Continue their Work

Non-groups on institutions, QELROS, and policies and measures all met on
August4 and 5. A QELROS contact group on compensation was scheduled to meet on
Tuesday afternoon. At the QELROS discussions themselves, the group continued to
work through the text. On Tuesday, differentiation was discussed at some length with
Australia taking the lead. A detailed report will follow tomorrow. Suffice it to note that
this group will probably require at least two more sessions, if it is to get through its
portion of the wieldy text.

Institutions is doing somewhat better, but it is scheduled to have only one more
meeting. With the UK's Patrick Szell (the Chair of the AG-13 deliberations) taking the
lead, a discussion about the desirability of having a multilateral consultative mechanism
in the protocol was discussed; however, Szell found little support for this idea around
the floor. On compliance, it was decided that additional information is needed before
coming to any conclusions. It was also decided that decisions will be made by Parties to
the Convention, alone, and not by Parties to the Convention. Voting was also discussed,
with consensus being favored by some Parties (Saudi Arabia); double majorities by
others (Switerland), but with the bulk of the room wanting to stay with the current
Convention practices.
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The “non-group” on policies and measures met for the first time on Monday
afternoon and is scheduled to resumé its work on Wednesday. Much of the time was
spent arguing over the status of the EU-prepared non-paper on this subject. Wasitto be
the sole basis of negotiation or not? It was finally decided that the paper could be
included in the discussion along with other proposals - including our own which
stipulates that no specified policies and measures are noeded in this section of the text (in
contrast to the multiple page listing of measures in the EU’s three annexes of mandatory,
harmonized and voluntary measures.

~ Amnex X - the EU version of our Annex B proposal — also came under attack
from several developing countries who view it as being clearly outside the Berlin
Mandate. Kuwait and Mexico argued for the removal of the specific mention of both
countries made in Annex X. The U.S. also asked a number of questions about the
process that the EU envisions for PAMs. Bert Metz of the Netherlands (the leading
proposnent of PAMs within the EU) tried, with some annoyance and with mixed success,
to respond to these various questions (saying at one point that “we can improve
flexibility by taking away the obstacles which prevent harmonized action™???7).

Staffdel Begins “Reaching Out”

We met with staffdel after our morning delegation briefing to work out the
mechanics for their meetings with China, the Philippincs, India, Zimbabwe, and Brazil
over the next two days. They insisted they will not attempt to describe their positions
(largely opposing the current climate negotiating process with varying degrees of
subtlety). We understand that Alden Meyer, a prominent NGO, has also arranged for the
group to meet with AGBM Chairman Estrada this afternoon. We will attempt to guage
his reaction at this evening's “Friends of the Chair” dialogue. We also heard that the
auto representatives here tried to encourage two staffdel members to raise their concerns
about emissions trading with the Russians, It is not clear if this contact was cver
undertaken. :

The members of the staffdel are as follows: From the Senate: Patricia McNerney
(Helms); Kenneth Peel (Hagel); David Garman (Murkowski); and Martin McBroom
(Byrd). From the House: Cathy Van Way (ShaefTer); Susan Sheridan (Dingle); Dennis
Fitzgibbons (forget).

NGOs Busy but Composed

The two Monday night briefings were attended by over 60 business NGOs and
about 25 environmental representatives. Questions from business focused on the PAMs

P.04/19
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discussions: on the role of develuping countries; on the expected outcomes from this
meeting; and on the QELROS discussion on gas coverage. Questions from the
environmentalists focused heavily on the numbers issue. They took the EU line that we
need a number before structure and expressed concern about our flexibility proposal.
They also asked questions about the “hot air” (UK talk for “paper tonnes™) but appeared
satisfied by the answer given.

Bilats with the French, Russians, and Koreans

At an August 4th meeting with French Ambassador Philippe Louet, we explained
our protocol, expressed skepticism about the EU targets -- noting that they are not helpful
to the process -- and outlined the increased importance we attach to a role for developing
countries. In the context of the non-binding Senate resolution, this policy may now be
reviewed as we move towards the October negotiations.

Louet responded that he, too, has important domestic concems. He commented
that the new French environment minister is from the green party, and that she is even
more insistent than her predecessor in having a successful result at Kyoto. The
Ambassador added that he does not see France backing down from the numbers listed and
then remarked rather wryly that he had received only one Instruction in Paris: “Defend
the bubble!™

The August 5 mecting with Russian head of delegation Bedritsky (accompanied
by Alexander Karpov who served as translator) focused on emissions trading and joint
implementation. As an aside, it is quite clear that the Russian language text of our
proposals does not offer much clarity in translation, and DOE’s Rick Bradley and EPA’s
Sharon Sailes performed ‘yeopersons’ service in explaining these and other concepts to
Bedritsky. On the recent Moscow meetings, Bedritsky noted that he had not been
invited ((by either the Russians or the Americans (7)) which is why he had not
participated. He evidenced his interest in both JI and trading, asked several questions
and left us with the impression that whatever injured feelings there may have been no
longer prevail. He voiced support for October 13/14 as possible dates for the next
climate policy sub-group meeting in Moscow and supported the idea for both a round
table and a forest experts meeting in parallel. He said he will respond formally to all of
these suggestions in his reponse to a letter from Rafe Pomerance.

In a subsequent chit-chat with Bedritsky/Karpov, the reporting officer noted
Senate resolution and that its advice was being taken under advisement in the
administration. It is too early to tell the impact of this resolution on U.S. policy which, in
any case, will be undergoing a review in the lead-up to the Octlober round of negotiations.

The early moming meeting on August 5 between five of us Hambley/Reifsnyder/
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. Pershing/Doniger/Bradley) and four Koreans (lead by MFA and MOTIE) was more like
a friendly show down than a change of views. We indicated our deep disappointment
that the Koreans had not followed up on our early April visit by one in May from Korea
to Washington, as anticipated, to further our joint understanding of Annex B. 'We noted
that the Senate resolution (which they had seen) would put more, rather than Jess,
pressure on Korea to live up to the understandings its undertook when it joined the
OECD.

Mr, Park, speaking from the MFA, tried to sound conciliatory and to put the best
face on a difficult situation. Using more than a dozen different atternpts, he tried to
demonstrate why Korea is not in a position to join Annex B now. The MOTIE
representative was even more blunt, even belligerent (although this may only have
reflected his natural personality) in trying to make Korea's casc, resorting at one point Lo
an E Theta D formulation which only Dr. Pershing understood and could respond to,

Mr. Park noted that, while he bad attacked the EU’s Anncx X proposal at
Monday's meeting, he took great pains to explain that no mention had been about our
Annex B. We called him on this and told him that it would be appreciated if he at least
said something in favor of the concept. Mr. Park indicated that Seoul will keep this
issue under advisement, We suggested that it should be kept under active advisement, as .
we would hope to revisit the topic aain in the near future.

The following paragraphs can be used as a DAR item as desired or appropriate:

Climate Change Update No. 8: SBI Concludes its Work; AGBM “Non-Groups”
Continue Theirs; Staffdel Begins its Contacts with Developing Countries

The Subsidiary Body on Implementation concluded its work for this session after
a late night meeting on August 4th and during a short, final session on August 5th. The
most contested issue - when to discuss the adequacy of commitments and the question of
annexes and the date and timing of COP-4 - were agreed in ways quite acceptable to the
U.S. A much divided G-77/China was gradually brought along to agreeing to the
Chairman's proposed language to “consider” the second review of adequacy at COP-3,
and that this item also be placed on the agenda for COP-4. It was also decided that COP-
4 will be held in Bonn in November 1998, unless another proposal to host the conference
is received. (We will all root for Buenos Aires in September, as a very unconfirmed
rumor has suggested; aside from the venue, the November meeting currently coincides
with Thanksgiving.)

Non-groups on institutions, QELROS, and policies and measures all met on
August 4 and 5. A QELROS contact group on compensation was scheduled to meet on
Tuesday afternoon. At the QELROS discussions themselves, the group continued to
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work through the text. On Tuesday, differentistion was discussed-at some length with
Australia taking the lead. Suffice it to note that this group will probably require at least
two more sessions, if it is to get through its portion of the wieldy text.

Tnstitutions is doing somewhat better, but it is scheduled to have only one more
meeting. The “non-group” on policies and measures met for the first time on Monday
afternoon and is scheduled to resume its work on Wednesday. Much of the time was
spent arguing over the status of the EU-prepared non-paper on this subject, Was it to be
the sole basis of negotiation or not? It was finally decided that the paper could be
included in the discussion along with other proposals — including our own which
stipulates that no specified policies and measures are needed in this section of the text.
(Hambley)
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A contact group met on Fridayl momning to discuss preparations for COP3 and COP4. The
highly contentious debate continued when the SBI met in informal session later on Friday

communications, the financial mechanism, and division of labor between SBI and SBSTA.
The contact groups’ texts on the financial mechanism and division of labor were adopted to
forward to the SBI formal session on Tues., August 5. (The latter text was to include a minor
editorial change in the latter text.) The decision on review of non-Annex 1 communjcations
was agreed with the reservation that it needed to be taken back to the G-77 and China one
moretimc.mdwouldbetakenupagainun‘l‘ucsday. The remainder of the afternoon was
spent on continued debate concerning whether review of Art. 4.2(s) and (b) commitments and
review of Annexes 1 and II would be on the agenda for COP3. China, India, Saudi Arabia
and Malaysia were firmly aligned to prevent COP3 consideration of these topics, while the
US, Canada, and the EU stood firmly supporting these items for the COP3 agenda. Much of
the debate concerned whether there would be adequate time for the Secretariat to prepare the
information needed prior to COP3. Ambassador Hambley made a strong intervention
outlining the substantial body of information that is already available from the first review of
adequacy of commitments, on review of second communications from Annex 1 Partes, and
the Technical Reports of the IPCC on the environmental effects of GHG scenarios and on
regional impacts of climate change. The Netherlands, on behalf of the EU, noted also the
language tentatively decided by SBI in this session requesting the Secretariat to prepare a
report for the October 1997 session of SBI on the content of Annex 1 communications, which
will also add to the body of material available to COP3. The Netherlands also asked the
Secretariat to address whether it would be able to adequately prepare necessary information
for COP3, to which the Secretariat replied affirmatively. To the question of whether COP4
would be held in 1998 or 1999, China indicated that it would hold rigidly to its insistence
that COP4 be held in 1998. Turkey had intervened in the morning session stressing its strong
interest in having the Annexes reviewed by COP3 and noting the amendment proposed on its
behalf. Chair Al-Ghaouf pointed out that Turkey is not allowed to intervene, as they are not
yet a Party to the FCCC, and that they would have to find a Party’s delegation to speak on
their behalf. The session ended in stalemate, but with success in having bracketed text
remaining asking that COP3 take up the reviews (much to China's frustration).
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The Chairman, Mr. Gylvan Meira de Filho of Brazil, chaired this session for discussion
on flexibility issues, specifically emissions trading and joint implementation for credit.
Basically, several Annex I countries strongly supported émissions trading and joint
implementation (U.S., Canada, Australia-depending on differentiated targets, Norway, and .
New Zealand), while several non-Annex I countries stated that they completely opposed
trading, banking, borrowing as provisions beyond the scope of the Berlin Mandate, and that it
was too early to consider Joint implementation provisions before the end of the pilot phase of
AlJ, although they also stated strong support for flexibility. (Thailand for G-77/China, Saudi
Arabia, Kuwait, Iran, Venczuela). The UK. for the E.U. indicated that trading might offer
some advantages, but that it would have to see an environmentally beneficial target before it
would consider trading.

Flexibility; Emissions Trading and Joint Implementation

Interesting Interventions:

Costa Rica presented support for three specific elements of its proposal for Joint
Tmplementation credits: 1) that countries with budgets would have to monitor national
emissions rather than just domestic emissions to prevent against leakage of emissions not
covered by the cap; 2) that the number of joint implementation credits allowed for use against
a budget commitment would be limited (although they indicated that this limit could be
applied to all Apnex | Parties together as a block, rather than a limit on each individual Party;
and 3) a discount rate that ensurcs that for every 2 tons of emissions reduction which were
verified by the FCCC Secretariat, only 1 ton could be used for compliance with a budget
commitment while the other ton would be invalid for use for the benefit of the environment.

The UK. (for the EU) indicated 1wo of their concerns with trading: trading would need to be
supplementary to domestic policies and measures (they suggested a requirement that 60% of a
Party's emissions reductions would have to be taken domestically as a reasonable safeguard),
and “hot air” or “paper tons” are of no real benefit to the environment. They also stated that
they felt that emissions trading proposals would need to have additional safeguards if the
AGBM process did not result in their 7.5% reduction and 15% reduction targets, and that if
there were no environmental benefit resulting from the agreed upon targets, then the EU
would not support trading. They stated their prefereace for an emissions reduction credit
trading system, and their strong preference for JI among Parties with QELROs (Sharon's
note: this is two ways of saying the same thing). They also stated their concern that the
monitoring and compliance provisions (especially if the trading system allowed Parties the
option to delegate responsibility to private entities) could not be worked out prior to Kyoto.
On J1, the EU also indicated that they believe that Joint Implementation for credit should not
begin until the pilot phase is over.

Australia and Japan supported explicitly differentiated targets, while Norway supported the
need for an equitable starting point. The LU and the U.S. indicated support for a flat rate
for QELRO:s.
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The U.S. intervention stated that emissions trading and joint implementation have the
enormous advantage of substantially reducing costs, that joint implementation can transfer
information, technology and money to developing countries, that if we limit these options,
one limits the incentive to engage in these projects, that public sector funding for these
projects is declining but that ET and JI enhance private sector incentives, trading and JI are
voluntary and so should not be blocked by those who don’t wish to participate, that the EU
bubble is just trading before the allocation, and that if you have o legally binding target, then
you need to have clear measwement & compliance provisions, which, if assured, mean that
trading is simple accounting. In addition, we indicated that we would consider the very
interesting proposal from Costa Rica.

Compensation

Saudi Arabia was granted the floor, but declined, stating that they were expecting Thailand to |
make the first intervention for the G-77 and China. After & few minutes, Saudi Arabia took
the floor, beginning their intervention with another statement indicating their surprise that
Thailand hadn’t alrcady taken the floor. Saudi Arabia indicated that many countries would be
affected if Annex 1 took actions to reduce emissions, including lower exports of commodities
like fossil fuels, higher prices for imports due to higher energy prices in Annex I countries,
and increased borrowing rates duc to higher interest rates in Annex I countrics. Citing
Articles 4.8, 4.9, and 4.10 and the Berlin Mandate, called for the COP to establish a fund to
compensate developing countries. They indicated that it was unlikely that there would be
sufficient time to elaborate on the financial mechanism for this new fund, but wanted to get
the principle to support compensation in the Kyoto agreement with further details to be
claborated by the Parties later. (Supported by Thailand for G-77/China, Kuwait, Tran, United
Arab Emirates, Oman, Nigeria, and Venezuela, although not supported by the Chairman on
behalf of Brazil).

The UK’s intervention pointed out that the cited articics of 4.8 and 4.10 applied to all Parties
to the Convention, and proposed then that all Parties would have 1o contribute to such a fund
as proposed by Saudi Arabia. The U.K. indicated that it did not support such a financial
mechanism, The U.K also pointed out that the word “compensation” did not appear in the
cited FCCC articles.

The U.S’s intervention indicated that since these FCCC provisions applied to all Parties, one
would wonder if not only should all Parties contribute to such a fund, but also if all Parties
should be compensated by such a fund. We also pointed out that scveral very crucial
features of such a financial mechanism were not covered by the proposal, such as whether
this fund was nceded (i.e whether the costs of inaction were indeed greater than any costs
imposed on developing countries by Annex I emissions reductions), and how much and how
funds would get distributed, etc. We also clearly indicated that we did not support such a
fund.

Both Argentina and Marshall Islands intervened to disagree with their developing country
colleagues, and indicated that they opposed this compensation fund both on legal and
environmental grounds. The Marshall Islands indicated that he was particularly concerned
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about the idea that any compensation would go to countries selling particular products for
indirect economic impacts rather than actual physical damage due to climate change.
Marchall Islands also indicated that the cost of a compliance fund would probably detract
from the amount of resources available to implement emission reduction actions.

Japan and New Zealand also indicated their opposition. New Zealand pointed out that if
developing countries were worricd about economic impacts like the cost of barro\.ving money,
then the developing countries should clearly support flexibility options like emissions tradirllg
which would lower the costs of Annex [ emission reductions (and therefore also reduce the

cost of the economic impacts on developing countrics).

1. Kenya and Oman also supported the G-77/China position against emissions trading,
banking, borrowing, and further refinements to JI prior to the end of the pilot phase.

2. Norway suggested that the AGBM is suffering from a problem with labels (AL JL,
trading, etc.), and suggested that we focus instead on what we are seeking 1o allow and how
to establish appropriate safeguards, They stressed that, just because there is a Pilot Phase, we
should not ignore JI. Indeed, they urged that it is important to establish an explicit link
between the Pilot Phase and flexibility in the new agreement. They also stated that they
believe a commodity approach [e.g. as in the US proposal] is essential.

3. Samoa, on behalf of AOSIS, expressed continued concern about JT with credit, saying that
there have been few demonstrated results in this arca to date and liutle time to resolve these
issues before Kyoto. They would prefer to wait for a decision on JI until after the end of the
Pilot Phase. However, they also noted the flexibility allowed in Art. 4.2(a) and (b) of the
FCCC. Also, given their concern about vulnerabilitics to climate change, they “could not
close the door to opportunities” to help gain action in reducing GHG emissions.

4, Non-Chair Meira agreed that definitions of different types of flexibility are urgently
needed, and indicated that he may establish a contact group on Monday to explore consensus
language on “the structure of QELROs.”.
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The Chairman, Mr. Gylvan Meira de Filho of Brazil, chaired
this session for discugsion on impacts on developing countries,
and measurement, reporting and communication of information.
Essentially, this session eatablished various contact groups to
consolidate text on various issues for the delegates to agree on.

Compensation

The chairman established a contact group to prepare a
consolidated text on the compensation issue for the delegates to
agree on. The United Kingdom, Saudi Arabia, Iran, Tanzania,
United States, Kuwait, Thailand, Peru, Nigeria, and Oman agreed
to participate on this contact group.

Emicsion Trading and Joint Implementation

The chairman established a contact group LO deal with the
ijsgue of emission trading and joint implementation. This contact
group will conaist of the following countries: Denmark, Brazil,

' Nerherlands, Nigeria, Philippines, Thailand, Australia, Nauru,
Buropean Union, Kenya, France, Germany, Canada, Sweden, China,
Mexico, Korea, Russia, Japan, Kuwait, Oman, Saudi Arabia, Norway,
United Kingdom, Peru, United States, Venezuela, United Arab
Emiratesg, Costa Rica, Iran, Japan, New Zealand, Samoa,
switzerland and Italy.

Measurement and Timing/Reporting

With regard to measurement, the chairman stated that it is
essential that basic data be communicated in the best possible
manner. He suggested that we use Article 12 of the Convention as
a framework. As for the issue of timing, the chairman stated
that it is clear that There is general consensus on the subject.
A small contact oup, which will feed into compliance contact
group, was established and will consist of the United Kingdom,
Japan, the Russian Federation, Iran, AOSIS and the United States.

Review of Information and Compliance

It was proposed that the issue of information and compliance
be dealt with in Shibata's group. However, Samoa and the United
States suggested that a narrow text be developed by the
secretariat first, and than presented to the group for review.

In an effort not to compromise the Secretariat's role, the
chairman will task the Secretariat with this respongibility.

Proposal on Voluntary Application by Non-Annex I Countries -
Provision with Article 4.1G
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The chairman state that this issue will be dealt with on
Tuesday, August 5th, and will consult with all authors on this
proposal. The United States will be distributing some
elaborations to its propesal te tha delegates.

Use of Annex List for QELROs

It was decided by the chalrman, based on comment by the
United States, to drop this issue because such list have a
tendency to 'freeze'’ ~ountries on or off the list (in addition to
the problem of ratification, if such list was modified).

Methodological Question omn Gases

The chairman requested ideas from the delegates on the issue
of establishing relative values of gases, and if the IPCC should
be the gource of these legal values for gases, France, the United
Kingdom, and the United Stated stated a 'goal post' needed to be

_established (e.g. based on the IPCC) so that countries know what
they're signing up for. However, it was pointed out by the
majority of countries, that these values must be
for a given budget year.



AUG-@5-1997 11:55 OES FRONT OFFICE 202 647 8217 P.14/19

]

SBU/SBSTA Joint Group on Division of Labor

The joint SBI/SBSTA group, co-chaired by our own Ambassador Hambley, met over the
course of three days to discuss the division of labor between SBI and SBSTA. The
objective of this exercise wes to divide the labor in such a way as to make “efficient use
of time during meetings, to avoid confusion and to reduce the overall workload.”
Unfortunately, the group was unable to achieve this objective for itself!

The group looked at five issue areas: National Communications from Parties,
Development and Transfer of Technology, Consultations with Non-Governmental
Organizations, Activities Implemented Jointly, Research and Systematic Observation
(add to the list by Malaysia), and Education, Training and Public Awareness. In
approaching this task, the group tried, where possible, to identify which body will have
overall responsibility on each issue area. Although this exercise started out simply trying
to clearly define the responsibilities in each area, the UK with ample assistance from
Germany, wanted clear overall responsibility assigned to one body. This, of course,
slowed progress on the document since it is not always a simple or appropriate task. In
the end, the UK introduced language which would call on the bodies to arrange agendas
so that the same issue would not appcar on the agenda at the same time, or if necessary
joint sessions could be called for. '

After much wrangling over the English language, the group was able to conclude its

work, producing an non-controversial document that basically spells out the divisions of
labor that currently cxist in the Convention and other relevant decisions.

Debbie
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AGBM Non-Group on Policies and Measures
Session 1

The non-group on Policies and Measures met August 4 to begin the task of compiling a
consolidated text. This session focused mainly on a new EU non-paper consolidating
their P&M text. Bert Metz, Netherlands, introduced the non-paper, giving the rationale
for the need for policies and measures, He also noted the connection between Article 4.1
and policies and measures. Ata previous informal session on policies and measures, both
Canada and New Zealand attempted to get the EU to focus the discussion on P&M within
the Advancement of Article 4.1 discussion.

Many developing countries spoke out against this proposal. Most notably, Korea and
Mexico demanded that they be removed from the EU’s Annex X since they are
developing countrics. Korea did it doesn’t mean they won’t do anything, and that they
might be willing to join a new Annex provided it’s voluntary. Other developing country
concerns (many of which were shared and addressed by non-EU and eastern European
developed countries) included the observation that the EU non-paper focused only on
energy and is not comprehensive, that it doesn’t reflect the range of views that exists, it
doesn't provide enough flexibility and because of the way the EU has “arbitrarily
inserted” Mexico and Korea the proposal is beyond the Berlin Mandate. There were also
questions on the added economic value of the proposal. The US also asked several
questions on the process that the EU envisions for P&M. Metz tricd to address these
concerns although not very satisfactorily and with just a touch of annoyance, particularly
toward the US.

One notable cxocption among the developing countries was Argentina, who spoke in
favor of the EU proposal. A consolidated text that includes all current positions on
P&M’s, including no need for this section is expected to be available Tuesday (8/5)
afternoon.

Debbie
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Friday, August 1, 1997

U.S. Senate Rejects “Berlin Mandate”
Hagel: “Clinton Administration Must Change Course”

Washington, D.C. — The United States Senate has unanimously warned the Clinton
Administration and international community that it does not support the Administration’s current
track in the negotiations for a U.N. Global Climate Treaty, and unequivocally rejects the so-

called “Berlin Mandate.™

On a vote of 95-0 on July 25, 1997, the Senate adopted S. Res. 98, the Byrd-Hagel
Resolution. The resolution states that the U.S. Senate would not support a treaty that excludes
130 developing from binding commitments, or that would cause serious economic harm to the
United States. The Administration is currently negotiating a treaty to be signed this December in
Kyoto, Japan, that would not include the developing nations, such as China, Mexico, South
Korea and India, in any binding commitments for greenhousc gas emissions.

As the U.N. negotiating session in Bonn, Germany got underway, Senator Chuck Hagel
(R-Nebraska), one of the sponsors of the resolution, said, “The Byrd-Hagel resolution is a strong,
bipartisan wake-up call to this administration and to our negotiating partners. This resolution
rejects the current negotiating strategy of bmdmg the United States and other developed nations
to legally-binding reductions without requiring any new or binding commitments from
developing nations. In addition, this resolution rejects any treaty or other agreement that would
cause serious economi¢ harm to the United States,

“The Clinton Administration has proposed that the U.S. and other developed nations
submit to legally binding controls of greenhousc gas cmissions, but they will not be asking for

Iogally bmdmg commitments from the developmg mtmns Mﬂwﬁhm_nﬂnmn
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Hagel added, “What about the second test of Byrd-Hagel — serious economic harm?
One of the notable aspects of this issue is that it has united American business, labor and
agriculture. In my hearings, we heard testimony from the AFL-CIO, the American Farm Bureauy,
the National Association of Manufacturers, and noted economists. They all agreed on one thing:
the draft U.N. treaty now under consideration would have a devastating affect on American
consumers, workers, farmers, and businesses.

“Even using conservative assumptions, Charles River Associates, an economic modeling
firm. has estimated that holding emissions at 1990 levels would reduce economic growth by
about | percent a year, rising to 3 percent in later years. That doesn’t even consider
Undersecretary of State Tim Wirth's long-term goal of achieving 2 70% reduction from current

emissions levels!

“What this means to cveryday Americans is clear. The AFL-CIO has estimated that the
treaty would mean the loss of 1.25 to 1.5 million American jobs. Energy prices would rise
dramatically. ndividus Americans will pa i ither i i ctric bills. 2

signing ¢

Deocember? The scientific data is inconcl, at times eve cotradiry. The economic costs
are clear, and devastating. This weaty would be a lead weight on our pation’s future economic
growth, killing jobs and opportunities for generations of Amecricans.”

Senator Chuck Hagel (R-Nebraska), as Chairman of the Senate Foreign Relations Subcommittee
on [nternational Economic Policy, Export and Trade Promotion, has Jurisdicrion over any global
climate treaty. On July 31, 1997, Sen. Hagel was appoinied by Senate Majority Leader Trent
Lot (R-Mississippi) to be Chairman of the bipartisan U.S. Senate Global Climate Change

Observers Group.

-30-
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THE UNITED STATES SENATE SPEAKS

“What is so important for this country to understand, what is more important for
the parliamentarians of the world 1o understand, is that the President does not necessarily

speak for this Senate. But what is critically important is that this Senate will speak for
itself.”

Senator Larry Craig, Chairman, United States Senate Republican Policy
Committee (Congressional Record - July 25, 1997)

“I can not and I will not support committing the United States to limiting post-
2000 greenhouse gas emissions.”

Senator Richard Shelby, Chairman, United States Senate Select Committee
on Intelligence (Congressional Record - July 25, 1997)

“I am still going to oppose this treaty,”

Senator James M. Inhofe, Chairman, United States Senate Subcommittee on
Clean Air, Wetlands, Private Property and Nuclear Safety (Congressional
Record - July 25, 1997)

“All nations, all nations must take step now, at the time of the signing of the treaty,
to begin limiting their emissions of greenhouse gases. Mere promises will not be
sufficient, Mere promises will not get by this Senate.”

Senator Robert C. Byrd (Congressional Record - July 25, 1997)

“The U.N. Global Climate Treaty as being negotiated now by the Clinton
Administration cannot pass the first test of Byrd-Hagel."

“The U.N. Global Climate Treaty has no hope of satisfying the second test of
Byrd-Hagel. It would clearly cause very serious economic harm to the United States.”

Senator Chuck Hagel, Chairman, United States Senate Subcommittee on
International Economic Policy, Export and Trade Promotion
(Congressional Record - July 25, 1997)



202 647 8217 P.19718

“The Administration’s current go-it-alone plan regarding global climate change is
grossly unfair to the United States....We will not ratify any treaty which commits the
United States to one set of standards to reduce gas emissions, but will let China, India,
Mexico, and other developing countries ofI the hook."

AUG-@5-1997 11:57 OES FRONT DOFFICE

Senator Craig Thomas, Chairman, United States Senate Subcommittee on
East Asian Affairs (Congressional Record - July 25, 1997)

“The Byrd-Hagel Resolution would require developing nations to comply with the
same regulations at the same time in the treaty as the United States....Passage of this

resolution will send a clear message to the administration....”

Senator Pat Roberts, Chairman, United States Senate Subcommittee on
Production and Price Competitiveness (Congressional Record - July 25,

1997)

“Unfortunately - unfortunately - a fundamental error - I would use the word
“blunder” - a fundamental blunder was made in Berlin in that only the so-called
developed nations, or Annex | nations, were to impose such a legally binding regime on

themselves. Developing nations got a free pass.
The concept which is embodied in the Byrd-Hagel resolution is that developing

country parties should join the developed world in making new specific scheduled
commitments to limit or reduce greenhouse gas emissions within the same compliance

period.”

Senator Robert C. Byrd (Congressional Record - July 25, 1997)

“Senate Resolution 98, with its 65 co-sponsors, put the Administration on notice
that an overwhelming and bipartisan majority of the United States Senate rejects its
current negotiating position...” :

“The Byrd-Hagel Resolution is a strong bipartisan wake-up call to the
administration.”

“What this broad, bi-partisan coalition of 65 Senators is saying is ‘we need a new
direction in these negotiations. '™

Senator Chuck Hagel (Congressional Record - July 25, 1997)

TOTAL P.19
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4 August 1997

To: Please See the Attached Listing /
From: Climate USDEL/Bonn - Mark G. Hamble
Subject: Climate Change Negotiations, Update No. 7:

Report on Developments on Angust 3/4,1997

This is one of a series of reports on méetings of the Ad Hoc Working Group of the
Betlin Mandate (AGBM) of the Framework Convention on Climate Change and its three
subsidiary bodies which are being held in Bonn, Genmany, between 28 July and 7 August
1997. This update provides informal observations on activities from Sunday, August 3rd
through the morning sessions on August 4. Included, as well, is a detailed supplemental
report on the QELROS “non-group” meeting on Saturday, August 2nd, prepared by
EPA's Jane Leggett-Emil. We are also enclosing the August 4 editions of the “Earth
Negotiations Bulletin” and of ECO, a less respected but wildly fun rag produced by
various environmental groups.

Climate Change Update No. 7: Japan Responds; U.S. Labor Snubbed; while
“Non-groups” on QELROS and Institutions Continuc to Whittle Away at Text

AGBM Takes Stock (well, kinda)

Monday moming, August 4th, opened with a meeting of the AGBM plenary at
which the schedule of meetings was discussed, NGOs and Business were heard from, and
a stock-taking of progress to date was taken. Actually, the last part of the agenda
consisted of reporis from two of the Chairs from the QELROS “non-group” (Gylvan
Meira of Brazil) and from the Insititutions “non-group™ (Takao Shibata of Japan) who
basically repeated much of what they told the “Trattoria™ Group (the expanded “friends of
the Chair) on Saturday (please refer to Update No. 7).

Meira stated that a “bracketed™ text on gas coverage could be presented (Note:
This is & departure from Meira's August 2nd statement at the Trattoria mocting when he
suggested that a “non-brackcted” text could be produced. End Note.) Shibata
confirmed that his group had agreed on the need for an economy of institutions. He did
not specifically mention the question of the financial mechanism, but as reported in
Update No. 6, we expect the G~77 will attempt to raise this question anew.
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Japan Explains

In the presence (purely coincidental, wo are told) of the Japanese Minister of State
for the Environment, Ambassador Tanabe, the head of the Japanese delegation, said that
no proposal on Japanese numbers, as outlined in Saturday’s copy of ECO, had been
made. He described the report as “erroneous speculation.”

((Comment: Our Japanese friends are understandably upset by what they feel is a
deliberate attempt to embarrass them; as the August 4th ECO issne suggests (the
headline is “Japan: Truth or Dare?”), they are having difficulty in putting this story to
bed. Tanabe made his report, as (presumably) Japanese news photographers took his
picture and with some less than subdued mirthful giggling could be heard in the
background from the NGO bleachers. End Comment))

NGOs, Business, and Local Communities Take to the Floor

Three speakers addressed the plenary from various major groups. Speaking for
the environmentalists, Grace Akumoa (phonetic) from the Climate Action Network
appealed to delegates to take action to reduce greenhouse gas emissions significantly.

She cited a number of the expected impacts from global warming on developing
countries; she attacked efforts by some “northem groups” to block progress; she defended
offorts of LDCs to oblain more resources to meet their convention commitments; and she
endorsd the AOSIS protocol (which calls, inter alia, for CO2 reductions of 20 percent by
2005.

Speaking for local communities, Virginia Sonntag-O’Brien (phonetic) noted all of
the good CO2 reduction work being done by cities around the world. Although het tone
was somewhat patronizing, she made credible arguments about the important role which
cities can and are making in reaching their ambitious reduction targets (Toronto, for
example, has already reduced CO2 emissions by seven percent from of 2 2010 reduction
target of 20 percent). Portland, Oregon, has achieved a three percent reduction, while
Saarbrucken in Germany has managed a significantly larger one.  O’Brien concluded
that the only way for cities to keep up thc momentum is for national governments to
adopt ambitious targets, as well.
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Norine Kennedy, from the U.S., delivered a well-prepared address on behalf of
business and industry. Surprisingly (well, perhaps not so), Norine focused on the role of
business in helping to sustain global economic growth and development. She made no
specific reference to the current negotiations. She noted that business continually draws
the attention of delegates to basic economic concerns and realities confronting the
business community and outlined four elements which business feels are essential to
sustain & healthy business environment.

U.S. Labor Apparently Snubbed

Missing from the speakers line-up were representatives from organized labor.
They had been offered an opportunity to speak at the last meeting and were
understandably miffed when they were informed they could not do so at this session.
We expressed our support for their position, and indicated that we would have been
prepared to intervene with the Secretariat had this fact been known prior to the Monday
session. The representative of the United Mine Workers Union told us that they had
learned about this development on Friday night. I told him that we had been in meetings
at the Maritim Hotel throughout the day and could easily have followed up on this
problem had we know about it. I regretted that they had not raised the matter with us at
that time.

I will draft a letter to Michael Cutuyar expressing our disappointment that the
Jabor unions were not permitted to speak. In the first instance, a precedent had been
established a the last meeting; in the second instance, their ability to have their voice
heard is consistent with our belief that this is an open process. Nevertheless, I expect we
will hear more from our labor colleagues in the days ahead, including at the
NGO/Business briefings scheduled for this evening.

OECD Countries Working the Compliance Issue

Over the weekend, members from various OECD countries met to discuss the
possibilities of fashioning a common approach on compliance. No final decisions were
taken. However, several common themes appear to have been commonty accepted. For
example, it was decided that compliance caunot be discussed in the context of sanctions
alone; we need to find a way to offer “more carrots than sticks” for an effective regime.
It was agreed that another meeting should take place prior to this issue being raised again
in the “institutions non-group” if at all possible. The Chair of this body (Shibata of
Japan) will be preparing a text on compliance. These OECD Parties want to ensure that
this text incorporates the ideas which they are developing.
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Things to Look For

With the end of this meeting in sight, we are endeavoring to hold additional
bilaterals with various Parties and to fry to protect ourselves from surprises. One which
has appatently been aborted concerns the SBI's handling of the question of reviewing the
adequacy of commitments, a rCview of annexes, and the issue of the timing for COP-4.

A good text has now emerged from a tripartite oontact group (Tanzania/UK/SBI Chair
Al-Ghaouth) and will be discussed at the Common Interest Group (OECD plus the
economies in transition) tonight and by the G-77 this afternoon. The proposal essentially
agrees that the review of adequacy will start at COP-3 and continue at COP-4. Annexes
will be reviewed at COP-3, as well, while COP-4 will be held in Bonn next November if
no other country steps forward to claim thet distinct honor 10 host. (Any interest in San
Francisco in 19997)

My first reaction to this proposal is that Tanzania, on this issue, does not
represent China, India, or S8audi Arabia which have views completely in opposition to our
own (and those of the EU) which are well-accommodated in the proposed draft text.  'We
will see how far this proposal flies before it gets shot down. In the cnd, the best outcome
we might expect on this issue (if the G-77 continues its current policy of intransigence)
might be to have no decision at this meeting.

More Bilaterals Planned

Additional bilaterals are planned with France today (at their request; probably on
the implications of Byrd) and tomorrow with Korea (we will upbraid them on their
reportedly negative attitude towards Annex B) and with the Russian Federation (basically
a stroking session to repair any misunderstandings and to keep their support for trading
and other aspects of our position on track.
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The following paragraphs can be used for a DAR item as desired or
appropriate:

Climate Change Update No. 7: Japan Responds; U.S. Labor Snubbed; while
“Non-groups” on QELROS and Institutions Continuc to Whittle Away at Text

August 4th, opencd with & meeting of the AGBM plenary at which the schedule of
meetings was discussed, NGOs and Business were heard from, and a stock-taking of
progress to date was taken. Actually, the last part of the agenda consisted of reports
from two of the Chairs from the QELROS “non-group” (Gylvan Meira of Brazil) and
from the Insititutions “non-group” (Takao Shibata of Japan) who basically repeated much
of what they told the “Trattoria” Group (the expanded “friends of the Chair) on Saturday.

Meira stated that a “bracketed” text on gas coverage could be presented (Note:
This is a departure from Meira's August 2nd statement at the Trattoria meeting when he
suggested that a “non-bracketed” text could be produced. End Note.) Shibata
confirmed that his group had agreed on the need for an economy of institutions. He did
not specifically mention the question of the financial mechanism.

In the presence (purely coincidental, we arc told) of the Japanese Minister of State
for the Environment, Ambassador Tanabe, the head of the Japanese delegation, said that
no proposal on Japanese numbers, as outlined in Saturday’s copy of ECO (an often
satirical rag produced by environmental groups here), had been made. He described the
report as “erroneous speculation.”

Three speakers addressed the plenary from various major groups. Speaking for
the environmentalists, Grace Akumoa (phonetic) from the Climate Action Network
endorsd the AOSIS protocol (which calls, inter alia, for CO2 reductions of 20 percent by
2005. Speaking for local communities, Virginia O’Brien noted all of the good CO2
reduction work being done by cities around the world and concluded that the only way
for cities to keep up the momentum is for national governments to adopt ambitious
targets, as well. Norine Kennedy, from the U.S., delivered a well-prepared address on
behalf of business and industry which made no specific reference to the current
negotiations. g

Missing from the speakers linc-up were U.S, representatives from organized
labor. They had been offered an opportunity to speak at the last meeting and were
understandably miffed when they were informed they could not do so at this session.
We expressed our support for their position. Damage control is underway. (Hambley)



AUG-24-1997 17:10 OES FRONT OFFICE 202 647 8217 P.B6/14

't

Flexibility: Emissions Trading and Joint Implementation

The Chairman, Mr. Gylvan Meira de Filho of Brazil, chaired this session for discussion
on flexibility issues, specifically emissions trading and joint implementation for credit.
Basically, several Annex [ countries strongly supported emissions trading and joint
implementation (U.S., Canada, Australia-depending on differcntiated targets, Norway, and
New Zealand), while several non-Annex | countries stated that they completely opposed
trading, banking, borrowing as provisions beyond the scope of the Berlin Mandate, and that it
was 100 early to consider Joint implemcntation provisions before the end of the pilot phase of
AU, although they also stated strong support for flexibility. (Thailand for G-77/China, Saudi
Arabia, Kuwait, Iran, Venezuela). The UK. for the E.U, indicated that trading might offer
some advantages, but that it would have Lo see an environmentally beneficial target before it
would consider trading.

Interesting Interventions:

Costa Rica presented support for three specific elements of its proposal for Joint
Implementation credits: 1) that countries with budgets would have to monitor national
emissions rather than just domestic emissions 1o prevent against leakage of emissions not
covered by the cap; 2) that the number of joint implementation credils allowed for use against
a budget commitment would be limited (although they indicated that this limit could be
applied to all Annex I Parties together as a block, rather than a limit on each individual Party;
and 3) a discount rate that ensures that for every 2 tons of emissions reduction which were
verified by the FCCC Secretariat, only 1 ton could be used for compliance with a budget
commitment while the other ton would be invalid for use for the benefit of thc cnvironment.

The U.K. (for the RU) indicated wo of their concerns with trading: trading would need to be
supplementary to domestic policics and measures (they suggested a requirement that 60% of a
Party’s emissions reductions would have to be taken domestically as a reasonable safeguard),
and “hot air” or “paper tons” are of no real benefit to the environment. They also stated that
they felt that emissions trading proposals would need to have additional safeguards if the
AGBM process did not result in their 7.5% reduction and 15% rcduction targets, and that if
there were no environmenrtal benefit resulting from the agreed upon targets, then the EU
would not support trading. They stated their preference for an emissions reduction credit
trading system, and their strong preference for JI among Parties with QELROs (Sharon’s .
note: this is two ways of saying the same thing). They also stated their concern that the
monitoring and compliance provisions (especially if the trading system allowed Partics the
option to dclcgate responsibility to private entities) could not be worked out prior to Kyoto.
On JI, the EU also indicated that they believe that Joint Implementation for credit should not
begin until the pilot phase is over.

Australia and Japan supported explicitly diffcrentiated targets, while Norway supported the
need for an equitable starting point. The CU and the U.S, indicated support for a flat rate
for QELROs.
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The U.S. intervention stated that emissions trading and joint implementation have the C7
enormous advantage of substantially reducing costs, that joint implementation can transfer
information, technology and maney to developing countries, that if we limit thesc options,
one limits the incentive 10 engage in these projects, that public sector funding for these -
projects is declining but that ET and JI enhance private sector incentives, trading and JI are
voluntary and so should not be blocked by those who don’t wish to participate, that the EU
bubble is just trading before the allocation, and that if you have a legally binding target, then
you need to have clear measurement & compliance provisions. which, if assured, mean that

trading is simple accounting. In addition, we indicated that we would consider the very
interesting proposal from Costa Rica.

Compensation

Saudi Arabia was granted the floor, bt declined, stating that they were expccting Thailand to
make the first intervention for the G-77 and China. After a few minutes, Saudi Arabia took
the floor, beginning their intervention with another statement indicating their surprise that
Thailand hadn’t already taken the floor. Saudi Arabia indicated that many countries would be
affected if Annex I took actions to reduce emissions, including lower exports of commodities
like fossil fuels, higher prices for imports duc to higher energy prices in Annex I countries,
and increased borrowing rates due to higher interest rates in Annex I countries. Citing
Articles 4.8, 4.9, and 4.10 and the Berlin Mandate, called for the COP to establish a fund to
compensate developing countries. They indicated that it was unlikely that there would be
sufficient time to elaborate on the financial mechanism for this new fund, but wanted to get
the principle to support compensation in the Kyoto agreement with further details to be
elaborated by the Parties later. (Supported by Thailand (or G-77/China, Kuwait, Iran, United
Arab Emirates, Oman, Nigeria, and Vcnezuela, although not supported by the Chairmaa on
behalf of Brazil).

The UK’s intervention pointed out that the cited articles of 4.8 and 4.10 applied to all Parties
to the Convention, and proposed then that all Parties would have to contribute to such a fund
as proposed by Saudi Arabia. The U.K. indicated that it did not support such a financial
mechanism. The U.K also pointed out that the word “compensation” did not appear in the
cited FCCC articles.

The U.S.’s intervention indicated that since these FCCC provisions applied to all Parties, one
would wonder if not only should all Partics contribute to such a fund, but also if all Parties
should be compensated by such a fund. We also pointed out that several very crucial
features of such a financial mechanism were not covered by the proposal, such as whether
this fund was needed (i.c whether the costs of inaction were indeed greater than any costs
imposed on developing countries by Annex I emissions reductions), and how much and how
funds would get distributed, etc. We also clearly indicated that we did not support such a
fund.

Both Argentina and Marshall Islands intervened to disagrce with their developing country
collcagues, and indicated that they opposed this compensation fund both on legal and
environmental grounds. The Marshall Islands indicated that he was particularly concemned
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about the idea that any compensation would go to countries selling particular products for
indirect economic impacts rather than acrual physical damage due to ¢limate change.
Marshall Islands also indicated that the cost of a compliance fund would probably detract
from the amount of resources available to implement emission reduction actions.

Japan and New Zealand also indicated their opposition. New Zealand pointed out that if
developing countrics werc worried about economi¢ impacts like the cost of borrowing money,
then the developing countries should clearly support flexibility options like emissions trading
which would lower the costs of Annex 1 emission reductions (and thercfore also reduce the
cost of the economic impacts on developing countries).
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Monday, 4 August 1997

HIGHLIGHTS FROM THE MEETINGS OF THE
FCCC SUBSIDARY BODIES
1 AUGUST 1997

The Chair of the Ad Hoc Group on the Berlin Mandate
(AGBM) held a moming briefing for observers on Thursday's
work in the non-group sessions. On Friday, the non-group on
elements related to institutions, mechanisms and introductory and
final clauses met in & moming session. The non-group on clements
related to quantified emission limitation and reduction objectives
(QELROs)met in an afternoon session. The non-group on
elements related to ndvancing the implementation of existing
commitments in Article 4.1 metthroughout the day. Thechairs of
$B1 informal groups reported on their progress in an afiernoon
session.

ORSERVER RRIEFING

AGBM Chair Raul Estrada-Oyucla (Argentina) stated that
negotiations are at an advanced stage and closed sessions were
necessary ta produce results. He also recognized the need to keep
intergavernmental and non-governmental observers informed and
said moming briefings would be held throughout the week,

Luiz Gylvan Melra Filho (Brazil), Chair of the non-group on
QEI.ROS. reported that defegates had boen “extremely coopéra-
tive” and refrained from reiterating justifications for their posi-
tions. The group focused on which greenhouse gases (GHGs) 10
include in the agreement and whether to adopt 8 gross or net
approach. On coverage, he said consensus is likely forincluding a
list ojjazses and expressed hope that discussions would produce a
well-defined mechanism for adding more gases in the future. On
whether 10 adopt a gross or net approach, he said the group would
submit alternatives with and without carbon sinks. He said the
group would next consider units of emission, mass per year and
how o weight the contributions of each gas to climate change.

Evans King (Trinidad and Tobago), Chair of the non-group on
Article 4.]. reported that the group had begun by considening mate-
rial in clusters and reorganizing material in the chapeau, which
refers to advancing the implementation of commitments and the
Berlin Mandate, He said a solid foundation had been laid for work
on the text, and he would propose that the group completea first
reading of the section to streamline the text.

Takao Shibata, Chair of the non-group on institutions, mecha-
nisms and final clauses expressed hope that his group could build
agrcement on the issues that are somewhat perirhm.l to the core
issues under debate. A representative from the Intemational
Chamber of Commerce (ICC) protested the exclusion of NGOs
from the non-group sessions. ,

NON-GROUP ON ARTICIL.E 4.1

Thedelegates continued negotiaions on the druft texeby the
non-group chair. Several paragraphs within the text were del
including those that callad on Parties to: recognize the progress that
has been madeon 4 1, reallirm theircommitmentstod, | and w0
develop further international cooperation on the basis of mutuslly
beneficial incentive structures. One delegation called for the propa-
ration ol national inventories on an annual basis, Some non-Annex

1 countries opposed annual inventorics because of financial and
technical limitations, Many eountries proposed the deletion ofu
paragraph calling for cooperation to facilitate mitigaton and adap-
tation to climate change. Non-Annex I countries noted a strong
objection 10 the paragraph calling for specific definitions on poli-
cies and measures, One delew:rpmpoaed that all Parties under the
Convention engage in transfer of technology. ngm‘;h; noting
the role that development and transfer nftecl)nol;?y should play
gnd calling for enlities entrusted with operation of the financial
mechanism 1o make available financial assistance for the introduc-
tion of technology were deleted.

On Saturday, 2 August, the non-group on Aritcle 4, [ continued
discussing the Chair's text uatil 2:00 pm.The Chair will produce a
new 1ext for further discussion that will contain alternatives for
anticles lacking consensus.

NON-GROUP ON QELROS

Interest was shown in the budget or multi-year approach with
the proviso that budget schodules begin promptly and not extend
over a long time penod. On proposals for a banking approach,
some Parties suggested using limits on borrowing 10 penalize non-
complianee. Parties broached the issue of whether the base year
measurcment should be fixed or averaged, Flexibility in this regard
was considered for the economies in transition, as they would have
most to lose from averaging out a base year figure.

There was general support for a strong compliance regime with
penalty provisions. Onc Annex I Parry uponedl“\! called for thouse
of “review reams” of experts as opposed 10 SBSTA. A penalry
svstem of imposing percentage increases in the required emissions
reductions for non-compliance was also raised. Others sought a
shifraway from penaltics and towards realizable targets. A
proposal linking the annual rate of GHG emissions to the increase
in global mean surface temperawure was called ino question when
it was supeested that this new modeling process would slow
progress.

On Satwrday. 2 August, the nonsgroup discussed. /urer alia, a
compensation mechanism for the effects of response measurcs.

NON-GROUP ON INSTITUTIONS AND MECHANISMS

~ The Chair offered to producc a consolidated text to facilitatc
discussion on numerous proposals on the table. A discussion took
place on the eriteria for inclusion of proposals. The Chair indicated
that equivalent proposals would be merged and those containing
direct quotes from the FCCC would be altered to include references
to specific FCCC anicles Regardingthe subsidiary bodies and the
Secretariat. there was broad agreement that those serving the
Canvention should al$o serve the Protocol.

There were differing views on whether the same Conference of

(e Parties should serve the Convention and the Protocol. There
was a proposal whereby the COP would operate for both instru-
ments, bur each of these would have irs own bureau. There was
another pr | to establish a Meeting of Parties to the protocol or
Jegally binding instrument. An FCCC provision stating that only
the p;otocol Parties shall take decisions under the protocol was reit-
eruted,

|
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ORMAL GROUPS .

In an informal meeting, SBI hcard reports from the chairs af
contact groups on outstanding Issucs. On review of the finsncial
mechanism. 2 contact group produced atexton 31 July that
contains bracketed references noting the work done by GEF since
itginception and the inidal concewns raised so far by somenon-
Annex | Parties on their experiences with the financial mechamism.
In 2 section welcoming the outcome of UNGASS. the text containg
brackered references recognizing that implementation of commit-
ments made under international cnvironmental weatles can be
promoted hy: sccure, sustained and predictable financial support,
sufficient instimutional capacity; human resources; and adequate
access o technology.

Abrackeled option states that SBT decides to appoint the GEF
as the financial mechanism of the Convention and shall initiate
arrangements for Parties to further consider GEI’s activities.
including & method for Parties 1o raise issues in the SB1 with regerd
10 1he financial mechanism’s performance. A bracketed aliemnative
would have SBI decide that the GEF will continue as the {inancial
mechanism on an interim basis pending the review by COP+4, This
text will be annexed to SBU's draft conclusions, under which SBI
decided 1o defer consideration of this 1ssue unul its next session.
SI31 uryed all Parties ta submit cheir views on the financial mecha-
nism no later than B September.

On national communications, an informal contact group will
meet again priocto SB1's final meeting on Tucsday. The Chair’s
drall conclusions under consideration camtain proposed language
under which SBI would: express concern at the non-submission of
communications by many Annex I Parties. request 4 report on
progress achieved in returning emissions to 1990 levelsand
projected emission by 2000 by each Party based on their national
communication; and request Annex IT Parties to ido detaiied
information in accordance with Article 12.3, which calls for infor-
mation on financial resources, adapration assistance and tech-
nology transfer.

Adraft decision on division of labor between SBSTA and SBI
was approved. The decision oullines the general approach, under
which one of the bodies will take the overall responsibility in
sonsidering an issue and will request specific inpurs from the other
body. Where overall responsibility is not assigned, agendas should
be organized 10 avoid SBSTA and SB1dealing with such issuesin
parallel. Where this is not possible, consideration should be ziven
10 holding ad hnc joint sessions,

SB! will have responsibility for developing guidelines on the
processes {or consideration on national communications and
considering the information contained in national communications
and other rel evant documentation. SBSTA., in cooperation with
SB1. shall have responsibility for developing guidelines for the
provision of comparable information including all related method-
olagical issues, and shall consider national communications such
as technical papers, with the aim of, inter alla, verifying methodol-
ogics used.

SBlwill. withioput from SBSTA, have responasibility for
assisting the COP in the assessment and review of the effective
implementation of the Convention with respect to the development
and transfer of technology. As stipulated by the Convention, the
SBSTA shall have responsibiliry for providing advice on all scicn-
titic, technological and methodological aspects,

SB1 will have overall responsibility for all policy questons and
relevant inpurs related to issues dealing with hrGO consulrations, as
appropriate Shoutd SBSTA or any other subsidiary body conclude
that NGOs could provide relevant input on an item being consid-
ercd, that body could seck and consider such inputs. Issues
involving provisional accreditation related toindividual NGOs will
bethe responsibility of the relevant body,

On activinies implemented jondy, SBSTA will have responsi-
bility lor developing the framework for reparting, including
consideration of scientific, technical and methodol cal agpects,
SBSTA will slso prepare a synthesis report of acivities (or the
COP. $B] will have the respoasibility for assisting tho COP with
reviewing the progress of the actvities l!;glmmted joindy under
the pilot phase, on the basis of inputs by STA.

SBSTA will have overall responsibility for issues relared 1o
cesearch gnd systematic obscrvation and shall play a coordinating
role in such activities related to implementation. SBSTA will also
nave overall responsibility for providing advice on education,
training, public awareness programmes and public access to infor-
mation,

Delegates continued to debare draft conclusions on arrange-
ments for COP-3, particularly with regerd (0 a proposal that the
Secratariat make all necessary jons for COP-1 to conduct
the second review of the adequacy of Article 4.2 (a) and (b) and the
review of Annexes Land II. Debate also centered on text describing
the dates of the hlgih-lzvd tand noting that the COP Presi-
dent will promole laformat dialogue among winisters and heads of
delegations. On ments for COP-4, draft conclusions contain
bracketed alternative dates stating that the COP will be held either
in November 1998 or early 1999,

IN THE CORRIDORS

Aninternational business NGO used the first briefing for
observers to prolest the decision 10 hold negoliations in closed non-
groups. Business representatives later indicated that they would be
discussing the matter with national governments in the hope of
reversing the decision in time for AGBM-8 in October. While
conceding the requirement for closed negotistions in the lamer
stages of the process, busineass represcntatives expressed dismay at
the decision to go into closed sessions when negutiating positions
of counrrics ure known,

An environmental NGO re tativeindicated that the

had becn

AGBM decision on access anticipated, Nevertheless,
there were concerns that a precedent has been set - one that uill not
unchalicnged when next meet with the AGBM Chair and
arties. To the sugiestion that negotiations might advance with
more openness in closed sessions, an NGO representative said
there had been no evidence of this to dare,
IN THE CORRIDORS Il

With non-groups working te cull down the aumber of positions
in working texrs, dclegates and observers noted little movementon
majorissues in AGBM negotistions, Discussions outside the non-
groups aired at developing common positions among groups of
countries have begun on such issues as the commitments of non-
Annex | countries and the basis and form of emissions reductions.
Some stated that progress seems slow for this stage of the process,
while others commentod that clearly defining options is sulficien
atthis stage.

THINGS TO LOOK FOR TODAY

AGBM: AGUM is expected to meet at 10:00 am in the Maritim
Room. |

The Linkages WW W-server. in addilion [0 the daily ENB
reports, now [¢atures photos and Real Audio recordings, including
excerpts from Chair Estrada’s and Executive Secretary Zam mil-
Cutajar’s opening statements. The Linkages site can be found at
hetp://wawwiiisd.caflinkages/climate/climate html.

\'L
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rnational conferences since the Siockholin Enviroment
the Climate Negorlationr in Ronn, July August 1997

Australian Forelgn Minister Alexander Howard
lays BARE his leefings on the nat approach

Japan: Truth or Dare?

Over the weekend rumours continued follow-
ing the report in the Yomiuri Shinbun newspa-
per on August 1 that Japan has proposed a iar-
get 1o the USA. Subsoquent press reports from
Japan have added further Information fo that
reported in the Yomiud siory (see Feo of 2
August), Japanese officials at the AGBM have
declined 1o comment on the reports and soms
US officials have denied that there was any
approach on this subject.

Eco has further pieccd logether the cles
ments of this “proposal™.

Rased on Japanese media repors the best
guess thal can now be made is that it would
requite Parties whose cmissions are above & per
capita limit of 3.0 tonnes of carbon per capita
to reduce their emissions 1o 4 lovel at or below
1990 levels in absolute tevms by around 2010,
Parties whosc cmissions are below this per
capila limit would have to stabilize at their
1990 per capita emissions by around 2010. For
these Parties their absolute emissions could

grow in proportion to their population growth
over Ihis perfod. For Japan this would amount
to around a 3% increase (based on 1994 UN
Population Div. estimates). (An alternative for.
mulation would allow Partics who are below
the per capita limit to increase 10 this limit by
2010, as outlined in Eco of 2 August; however
officials insist that this is not what the proposal
thal has nat been made means).

If the Japanesc proposal would requirc Par-
lies above the 3,0(C/cup limil only to reduce 10
1990 levels in the year 2010 then overall An-
nex | cmissions would be allowed 0 rise by
around | % over this period, and the EU's emis-
slons by around 2%. If the propasal requires a
5% reduction by Parties ahove the limit then
overall Annax | emissions could increase by
2.6% and the EU would jusi have 1o stabilize.
With 2 15% rcduction by Panics above the
limit then overall Annex I emissions could in-
crease by 9% and the EU would just have 10

continued on back page. col. |
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Cutting Carbon for Fu

Tn stark contrast o industry doom-and-gloorm
forccasts of aconomic lass from action Lo con-
front the global warming threu, \we recent
stucies demonstrate how tha United Stales and
Canada can aceslerate the use of innovative
clean energy and ransponation technologies in
¢very sector of the ccanormy, and hy so dolng.
ereate new industries and jobs. save consumers
money, und preatly reduce greenhouse gas
CrMiS$ions.

‘Ihe analysis of LL.S. enavgy options, En-
ergy Innovations: A Prosperous Path 10 a
Clean Envieonment . wag published in June by
Hw Allignce o Save Energy, \he American

" ISSUE NO 6

VOLUME XCVI

Council for An Encrgy-Efficient Economy. the
Natural Resources Defense Council, the Tellus
Instinue, and the Union of Concerned Scien-
tists. The study contrasts the Present Puth of
continued inefficient. fossil-fucl-dependent cn-
argy production and counsumption with an fnno-
varlon Path thm accelerates the imroduction
and adoption of new 1echnalogics such as:
« advanced building designs thai save energy
and ¢ost (285 10 bulld;
- high efficiency heat pumps. sppliances and
lighting in homes and the: workplace:
* innovative fuel eell and hyhrid vehicles that
ger 30-30 miles per gallon:

FREE OF CHARGE

n and Profit

+ new cnergy and resource-efficient (ndusirial
processes;
- advanced wind turbines. hiomass and solar
technologies for gencrating electricity:
continued on Puge 3, cal. 2

Editorial

MDEs' Hot Lending
Cities' Win Win
Econemie Flood Damage
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' ‘There are indicolions that the members of
the group wish to see acrual numbers in
the proposal. Whatever thesc may be.
they have (o be significant. And we have
w

From the closed meetings on QEL.ROS
and advancing comunitments under Arti-
cle 4.1. last week, we sensed a great deal
of depression and disappointment
umongst developing country delegations.
These feelings perhaps stem from the
strong desire of many countries within
the G77 and China group to see some
common ground mn a united position on
reducrion targets.

You will recall that at AGBM-6, the
Group of 77 and China camc to an agree-
ment to a proposed text calling for a re-
duction in GHG emyssions by _% of
1990 levels by 2005 and 2 further reduc-
tion by _. % of 1990 levels by 2010.
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seen a good number of members encour-
aging the Group to move in this direc-
tion. In particular, there have been efforts
to consolidate four QELROS proposals
from within the Group. This has clearly
sent positive signals to those wishing fo
see advances in the coming weck's nego-
tiations.

We cannot overemphasize the critical
role of developing countries in moving
the AGBM-7 process forward. At the end
of this week. Annex [ parties must retum
to their capitals with a strong statement
from developing countrics pushing for a
successful outcome from COP3.

Some members of the group may be
considering waiting until AGBM-8 for
this developing country movement to

come together. That would be too late.
Annex [ partics will have their own num-
bers and targets by then and G77 would
have lost a major opportunity to influ-
ence this process. It must be bome in
mind that the greater purt of the enor-
mous social, economic and ecological
costs of any inaction will (all on the poor
and poorer countries.

Developing countries are well aware
of the unprincipled efforts from certain
quarters to derail the Kyoto process. Last
week, we heard numbers and formulae
that only seek to avoid significant reduc-
tion targets. The challenge for G77 and
China is therefore Lo become positive ele-
ments to this debate.

This is probably the last chance for
the Group 1o influence the outcome of
the Kyoto negotiations. We hope thal the
discomfort felt within it will lead 10 a
unified action.

MDBs’ Hot Lending Policy?

by Perr Hlobil, CEE Bankwatch Network

As delegates continue to deliberate how best 10
tespond on climaw change. MDBs are actally
adding coal 0 the fire. Changing the Earth’s
Climare for Business, a vecent raport by a group
of experts lead by the Inste for Policy Stud-
ies. examines fossil fuel projects financed by
ihe World Bank since signawre of the FCCC in
1992, The report’s findings clearly show rhat
the World Bank Group has not heeded the
warnings of Rie: Instead it has financed fossil
fuz! projects around the world whose cumula-
live emissions contribute at least 36 billion tons
ol carbon dioxide into the Earth's atmosphere;
current annual emissions of carbon dioxide for
the planct are now about 28 billion tons,

The European Investment Dank's track
record is similarly poar. For example, out of
1.333 million USD lent to the energy séetor in
Easiern Europe since 1990, 1,178 mililon USD
were spent on fossil fuel based projects. The
Eurupean Bank for Reconstruction and Devel-
gpmant. on the other hand. has recently taken
more posilive action. Following the establish-
ment of a dedicated energy efficiency unit, the
EBRD finally struck gold in 1996, with 7 en-
ergy efficiency loans, totalling 278 million
LISI, while 2 “traditional” energy projects lo-
talled 152 million USD.

How gan delegatcs ensure that MDBs no
longer spend thair taxpayer's money on elimate
warming? The Canadians’ proposal on P&Ms
tabled at AGBM 6 was a step in the right direc-

ISSUE 6 - AUGUST 4TH

tion. Tt called upon partics 1o urge MDB Jend-
ing to economics in transition (BITs) for a
range of meusures promoting enargy efficiency
and GHG abatement technologics. This pro-
posal reappears in a non-paper circulated by the

BU delegation carlier this weak. A US proposal.

on the same subject, for strengthening anicle
4.). commitments, is much less concrete on the
other hand. and would not be effective in plac.
ing meaningful obligations on MDBs.

East Buropean governments. in panicular,
should use this opportunity to suppon the Ca-
nadian and EU iniliatives, to ensure that MDBs
in their countries will begin hamessing the
large energy efficiency and GHG reduction
potentials available.

In last week's SBSTA and SBI discussions,
several developing country delcgaics vxpressed
eoncern over the Jack of progress in the area of
technology transfer. In some countries. the pri-
vate secior is beginning to overtake MDBs in
cnergy and indusiry investments, The challenge
therefore is 1o maintain consistency in publie
sector financing and create an enabling cnvi-
ronment for the private sector 1o engage in cli-
mae-fricndly agtivitics.

It is clear that a major reoricniation of the
World Bank and others' lending praciices is
required. in their continuing quest for a stong
Kyoto protocol. delegates must cayure that MbB
actiony are consistent with the spirtt of the con-
vention, and that the Bank's finally learn (o say
no Lo fossil fud! projects, Just fay NO!
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Cities’ Win-Win
On Friday, Uirec cities presented convincing
svidenee that tha "Toronto" 20% CO; reduc.
tion 1atpel is achievable. They also raported
that their policics to reduce greenhouse pas
emissions have produced significant muhiple
bencfits that are helping. wather than hurting,

the local economy.

These striking results were presented by
Portiand. US. Saarbrucken, Germany, and To-
ronto. Canada in a special event on Priday. An
interim raport o the COP, Local Government
Implementarion of Climate Protection, |s avail-
able 10 delegates.

All three eities politeally adopled largets
and timetables for CO; reductions before the
FCCC came into clfcct, Since then, they have:
= invested $75 million in CQO; reduction

measures, about $50 per capita (excludes

transit) and $18 million to make municipal
facilitics more energy efficient. the laner
acheving 75,0001 CO; reduction pa.

- spent over $1 million on publi¢ education

= implemented successful communily-wide
programs that stimulate energy efficiency
investments in commerclal and residential
buildings

« developed over 1.5 megawail of solar and
wind energy sources

As a result of their measures, the thice cil-
icy have reduced greenhousc gas emissions up
o 15% since 1995. Thair local emiscions are
declining more rapidly than these of their re-
spactive coumtry. Elected officials now have
confidence in their abiliry 10 reach their warges.
providing international targets and timetables
materialize soon.

Said Margit Conrad, Deputy Mayor of
Swuurbrucken: “Aggressive intemational wrgots
and timerables are essential o local authorities.
Without them, we will have a difficult time
malntaining our present momentum.”

Finally. the three cities reported that multiple
benefits from their CO; reduction efforts are a

" haost 10 the local economy, Partland, for cxam.
ple, has become such an attractive city that many
businesses are rolocating there — as a result the
Incal population is growing at twice the national
average. However, thanks (o wansil measures,
iravel demand has stabilized along with emis-
sians from the ransportation seclor (per capita),

The success of local governments in redue.
iug their emissions and achieving muluple ben-
cfits offcrs a strong reproof to the doom and
gloom economic scenurios painted by the fossil
fucl induslry, Evidence is mounting from cities
xuch as these that practical, hottam-up meas-
ures 10 reduce CO; umissions significantly ben-
efil — rathar \haa huat  Lhe laeal seonomy.

OES FRONT OFFICE

~Cutting Carbon, from front page

+ new bioconversion technologics for produc-
ity renewable liquid fuels.

The study shows how current practicas and
policies lead lo cnergy waste and over reliance on
dirty fossil fuels. Ta put America on the Jnnova-
tion Path 10 & stronger cconomy and a cleaner
snviranment. new policias are needed such as:

» Caps on emissions of carbon dioxide and
other pollutants by elactricity gencerarors,
with a credit-trading sysicm that gives uuli-
ties Naxibility in meiing the caps:

« Renewable conlent standards on electricity
and maior fuels production, so that clcan,
rencwable power and fuel sources gain in-
creusing market share over time:

« Increased vehicle fuel economy standards
and market incentives including rebates on
efficient vehicies and fees on gas guzzlers:

= An invesiment wax credit (o speed up indus-
trial innavation and modemizalion. paid for
by fess on dirty energy sources:

» Expanded R&D effons, along with wechnol-
ogy demonsirations, commercialization in-
centives. and consumer education o move
innovative appliances, lights, and other an-
ergy-consurning devices from research labo-
ratorics into mass production;

These policies would produce more value
and less pallution from each ton of coal, barre! of
oil, or cubic foot of natural gas burned. They
would Jead 10 an orderly shilt away from fossil
fuals and toward safe and secure rencwable en-
ergy resources, They would also produce sub-
stantial environmenial and economic benclils.
Energy Innovarions shows how the U.S, ean
reduce its éarbon dioxide emissions 10 percent
below 1990 levels by 2010, whileits GDP climbs
over 50 percent during this 20-year period, Car-
bon emissions would fall 46 percent by 2030, By
contract, under the Present Path, carbon emis-
sions would be 21 percent above 1990 levels in
2010, and 41 percent above 1990 levels by 2030.

The Innovarion Path would save consum-
ers $530 par houschald per year and would cre-
ate nearly 800.000 more jobs by 2010, com-
pared (0 the Present Parh, since cnergy effi-
ciency improvements In particular are cost-ef-
fective and chift expenditures (rom enesgy into
scciors that generate more jobs per dollar spant.
It would also reduce U.S, dependence on im-
poricd ofl. cunting $21 billion from e nation™s
oil import bill in 2010 alone,

Canada is on 2 similar cmissions growth
paih 1o the United States. By 2010. the Canadian
gavernment cxpects its overall greenhouse gas
emissions to increase 20 per cent from 1990
levels; this would increase to 36 per cent above
1990 levels hy 2020. As in (he United Statcs,
encrgy depariments and much of indusiry argue
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that nothing can be Jone about this seeniio
without severély gamaging the economy.

The Rational Enargy Program, a package of
initiatives designed to Improve encrey efficicncy
in the transportation, building and industrial séu-
Lors und inerease the usc of renawahie energy in
{he clectricity sector demonstrates that this is not
the case. Under the Rational Energy Program.
Canada would stabilize its greenhouse gas emis-
sions ar 1990 jevels by the year 2000 and would
achlcve reductions of at least 7% by 2010,

The macroeconomic analysis of the Rational
Energy Program. conducted by Informetrica
Limited, concluded that the program would cre-
ac up 10 1.5 million person yeary of work by
2010. Informetrica aleo concluded that: “Over
the course of the 15 ycars. the Rational Energy
Program by itself cannot ¢hange the size of the
Canadian cconomy or employment, or that of
any provinee by as much as one-year's growth.
Since the economy in 2010 can be expestied to
be 35 1o 45% larger than in 1994, varations
from the Base Case of these magnitudes are
cloge 1o minute (less than one-thicd of a year's
growth at most) in a | 5-year period.”

In addition to assuming increased efficiency
standards in buildings. transponation and cquip-
ment and that 25% of electrieity load growth
comes from renewable énergy, the Rarional En-
ergy Program assumes a carbon charge of 520/
101 is Appiied in the year 2000, increasing 10 323
in 2005, Combined with a small gasoline tax, this
gencrates cumulated revenue of $77 billion by
2010. The analysis assumcs that the revenue is
used to finance implememarion of the Frogram
and 1o reduce the Goods and Sorvices Tax (con-
sumption tax) o 5.5% [rom 7%.

The Rarional Energy Pragram analysis was
coordinated by Siema Club of Canada. on be-
half of the Climatc Action Netwark in Canada.
The federal Natural Resources Department,
which is responsible for energy forccasts and
analysis, completed the botiom up analysis [or
Sierra Club. The macrocconomic analysis was
completed by Informetrica Limited. onc of
Canada’s leading economic snalysis firms.

These studies demonstrate that through policy
reforms that spur technology innavation, the
United States and Canada can prosper ecotomi-
cally, ¢ul pollution and improve public health,
and do their part to siem global warming. Rather
than dragging their feet and impeding progress,
Prasident Climion and Prime Minisier Chretien
should lead the way 10 a strong interational
spreement for cutling grecnhouse gas enissions.
With the Eanth's climare a1 suake. it could ba their
most important legacy Lo futur gencrations.

« Or Sicphen Bemow of the Tellus Instituie
will present a briefing on ine Energy naova-
lions Report on Tuesday at 7:1 Spm in Saal Reger.
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Record.breaking floods in the Unlted States.
Cunada. and easiern and central Europe (his
spring and summer forcad the evacuation of
more than 50.000 people and will cost billicns
of dollurs hacause of lust productivity in agri-
cullure and damage to property.

While 2 direct connection berwean climate
change and specific weather-related cveals can-
not be made, the link also cannot be disproved.
[n fact, Canadian, U.S. and UK scientsts have
publicly cxpressed the view that {looding on
the Red River in North Dakota and southem
Manitoba and the River Oder affecting Poland,
the Czech Republic, Germany and Austria, are
consisten! with climate model projections.

According to the UK Mcworological Of-
fice. two unusual pericds of heavy rain in Po-
land and the Czech Reapublic were “consistent
with the likely impact of global warming™ (Fi-
nancial Times, 7/23)," In Canada and the U.S..

GLIMATE NEGOTIATIONS BONN- JULY-AUGUST
Economic Flood Damage

OES FRONT OFFICE

record breaking snow pack and a wurt spnne
caused rapid melting and flooding.

The Polish ecanamy in particular will sul-
fer cconomically hecause ol extonsive damage
to farm operations and destruction of homes for
which few people have flood insurance. The
Guardian reported July 24 that the Polish cco-
nomics minisiry estimaces damage al $§ billion.
The Polish govemment has announced plans 1o
borrow $1 billion, which is likely to unleash
higher inflation.

Climatc change impacts will cost all econa-
mies. Inaction is an investment in lost produc-
tivity, damage o human health = physical and
psychological, and reduced quality of life, In-
vesunent in mitigation creatss jobs. generates
echnological innovation, improves local and
regional air quality and the eavironment, and
protects us all from climate change. The costs
of inaction simply are unacccplable.

97 NGO NEWSLETTER

=Japan: Trwh or Dare?, from front poge
reduce by 2%. In each cace Japan's emissions
would be allowed to increasa by 3%,
Whichever way onecalculates this “proposal”,
iftrue. theoucome is patently unaccaplabletothe
majority of Pauties in the AGEBM. as i would
allow Japan to increase whilst requiring reduc-
tions of other Panies and overlooks the need for
a significant reduction warget for the year 2005,
The persistenca of this story, the fact that
Japan's officials have been instructed not o
comment, its ongmn- elabunucn in the lel

nese prass along with the not altogether con-
vincing denials from the USA are doing great
damage to Japan's already weak standing, Ja-
pan should rake advantage of the presence of
its Minister for Environment at the AGBM 110
clear the air on this matter. It should clearly
statc that the Yomiuri Shinbun story is not the
Japancse position and that Japan is committed
to achieving significanl cmission reductions
relative 10 1990 levels in the year 2005 (or all
industrialised countries, including ftsalf, in

Kyoto.

NGO Party! I
9.00 Tonight...
at the Gustav-Suesemann-Institut, Lang

S muns. from Manum
Bethereor...

Grabenweg 68...
otel
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L’Afrique et Jes

Changements Climatiques
Korum des climats en Alrique: Ia
francophonic commence 3 s’échaullee!

Une réunion des ONG francophones et des ors
ganisutions intemationales intérassées aura licu
cn oclobre & Dakar (date A confirmer ) . Cet
&vinemenl cst organisé par ENDA-Energie
(Dakar), le Réseau-Acton-Climut (Paris) et la
Coalivon Québécuisc des Changements
Climatiques (Montréal). Cét évenement a e
souticn du gouvernement frangais et (on
1'cspare) des autres pays francophones. La par-
ticipation des ONG d”Afrique de I"Oucst ¢t du
Centre est en particulier souhailée. Contacter
Moussa M. DIAKHITE pour vos suggestions
¢t vos contributions matriclles.

Climate Forum in Africa : Francophones
are warming up Lo the climate issue!

A meciing of francophone NGOs close 10 CAN
and interested intemational organizations will
be held in October in Dakar ( dates to be con.
firmed). This event Is organized by ENDA-
Encrgic (Dakar), Réseay-Action-Climar France
(Paris) and Coalition Québécoise sur les
changements climatiques(Montréal).This -
CAN-NGOQ event will have support from the
French govermnment and (hopolully) from other
francophone countrics. Participation of Weslern
und Cenwral African NGOs is especially wel-
come.

Conuact; RAC-F 7 Moussa DIAKHITE. im-
passe Charles Petit F-75011 Paris

Tel : +(33) | 44 64 99 64 Fax : + (33} | 44 64
72 76. Email : rac{@wanadoo.fr

Ludwig wasn't previously aware that the EU
had such a capacity for scil-mocking irony, but
they've really come up trumps chis time. Many
will be sware that for somc time thay have
been attempling 1o dn something about (he
huge amount of time they spend meeting cach
other, the so-called “bunker™ problem. Yert they
have chosen as their meeting room an under-
ground chamber beneath a high-security build-
ing surrounded by racor-wire. ..

THANKS
The Climate Action Network would lika to thank tha
Environment Minisides of Garmany, Denmark and
the Netherlands, who have provided funding for Eco.

With resources contributed by: APC Networks
and EuroFax,

TOTAL P.14
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OFFICE OF TIMOTHY E. WIRTH
UNDER SECRETARY
FOR GLOBAL AFFAIRS

DEPARTMENT OF STATE
2201 C Strect, N.W,

Room 7250

Washington, D.C, 20520
Phone: 202-647-6240 Fax: 202-647-0753

PLEASE DELIVER TO: Im
Brian Atwood, USAID
Jim Baker, Commerce/NOAA
Rosina Bierbaum, White House
Joseph Bordogna, NSF
Stuart Eizenstat, State
Dirk Forrister, CEQ
Jeffrey Frankel, CEA
John Garamendi, Interior
Jack Gibbons, White House
T.J. Glauthier, OMB
Sherri Goodman, Defense
Joshua Gotbaum, OMB
Fred Hansen, EPA
Kitty Higgins, Labor
Elgie Holstein, Energy
Jeffrey Hunker, Commerce.
Melinda Kimble, State

FROM:
SUBJECT:

August 1, 1997

Climate Ch. D ies u

Jeff Lang, USTR

Al Larson, State
Mark Mazur, NEC
Katie McGinty, CEQ
Jetry Melillo, White Housc
Betsy Moler, Energy
Richard Rominger, USDA
Dan Reicher, Energy
David Sandalow, CEQ
Lois Schiffer, Justice

g infw g tmy iy

L

Todd Stern,

el 1T

Dan Tarullo, NEC
William Townscnd, NASA
Janet Yellen, CEA

Timothy E. Wirth, Under Secretary for Global Affairs
Climate Change Luncheon on August 11, 1997

Please note that the August 11 luncheon with John Browne of British Petroleum will
begin at 12:30 instead of 1:00, as we previously informed you. If you have not
already, please respond to Debbic Jones at 647-6205 to let us know if you can

attend. Thank you.

g ool
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Periodic Updates from the Climate Talks
Bonn, Germany
July 28 to August B, 1997
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List of Recipients for

Telephone

State
State
State
State
State
State
State
OSTP
CEA
NEC
OMB
Justice

Commerce
NOARA
Treasury
Interior
USTR

Agriculture

CEQ
EPA

EPA

DOE

DOE

DOT

QVP

CEQ

CEQ

AID
WH
L/QES
NEC
CEQ
NEQ
Treasury
NSC
Treasury
NOAA
NEC

Melinda Kimble
Rafe Pomerance
OES/EGC

Rodrigo Prudencio

Jack Schick
Barbara Cates
Susan Gordon
Rosina Bierbaum
Jeffrey Frankel
Elgie Helstein
T. J. Glauthier
Lois Schiffer
Jim Rubin
Jeffrey Hunkexr
Terry Garcia
Joshua Gotbaum
Brooks Yeager

Jennifer Haverkamp

Charlie Rawls
Dirk Forrigter
Mary Nichols
David Gardiner
Jackie Kriegel
Abraham Haspel
Mark Chupka
Frank Kruesi
Pete Jordan
David Sandalow
Steve Seidel
David Hales
Todd Stern
Evan Bloom
Gene Sperling
Katie McGinty
Dan Tarullo
Larry Summers
Jim Steinberg
Bob Boorstein
Sally Kane
Peter Orzag

(202) 647-3004
(202) 647-2232
(202) 647-4069
(202) 647-8B745
(202) 647-4069
(202) 647-2231
(202) 647-4D69
{202) 456-6202
(202) 395-5046
(202) 456-5370
(202) 395-4561
(202) 514-2701

(202) 482-6055
(202) 482-3567
(202) 622-2220
(202) 208-6182
(202) 395-7320
(202) 720-6158
(202) 3243-1060
(202) 260-7400
(202) 260-4332
(202) 260-9013
(202) 5B6-5316
(202) 586-8523
(202) 366-4544
(202) 456-9501
(202) 456-6543
(202) 395-3706
(703) B75-4205
(202) 456-2702
(202) 647-1370
(202) 456-2807
(202) 456-6224
(202) 456-5353
(202) 622-1080
(202) 456-9480
(202) 622-0486
(202) 6BG6-2744
(202) 456-5358

(202)
(202)
(202)
(202)
(703)
(202)
(202)
(202)
(202)
(202}
(202)
(202)
(202)
(202)
(202)
(202)
(202)
(202)
(202)
(202)
(202)
(202)
(202)
(202)
(202)
(202)
(202)
(z02)
(202)
(703)
(202)
(202)
(202)
(202)
(202)
(202)
(202)
(202)
(301)
(202)

647-0217
647-0217
647-0191
647-0753
790-5736
647-4037
647~01391
456-6025
395-6949
456-2223
395-4639
514-0557
514-4231
482-4636
482-6318
622-2633
208-4561
385-4579
720-5437
343-1162
260-5155
260-0275
260-6405
586-3047
586-0861
366-7127
456-9500
456-2710
456-6546
B75-4639
456-2215
736-7115
456-6687
456-2710
456-1605
622-0081
456-9490
622-0073
427-2073
456-2223
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Climate Change Negotiations, Update No. 6: Little Flexibility Shown as Delegates
Strive to Consolidate or Revise the Current Negotiating Text

Deliberations Continue in SBI Contact Groups and in the AGBM

Throughout August 1st, delepates worked in multiplc halls to address remaining
issues from the Subsidiary Body on Implementation (SBI) and to continue deliberations
on the draft text being negotinted under the aegis of the Ad Hoce Group on the Berlin
Mandate (AGBM). The former included work on non-Annex I communications (which
is being co-chaired by Dan Reifsnyder of the 1.8, and Chow Kok Kee of Malaysia), a
review of the financial mechanism (headed by John Ashe of Antigua/Barbuda), and
continuing deliberation over the proposed timing for COP-4 and the wark program for
COP-3.

Discussion of the last topic has been particularly heated. China, representing the
G-77/China, supported by India and Saudi Arabia, vehemently insists that COP be set for
1998 and the review of the Annexes concerning JI/ALI be considered at this meeting.

The U.S. and the EU - joined by Canada =~ have been equally insistent that COP-4be
held in 1999 and that both JI/AIJ and the question of annexes to the convention be
considered at COP-3 in 1997. .

Tirst Point: No Flexibility Being Shown by Most Parties, the 1.8, Excepted

All three of the working groups established by AGBM Chairman Estrada met on
July 31st. These include those on Article 4.1, QELROS (essentially targets and
timetables and related matters), and institations,  Progress has been excecdingly slow in
all three groups. There were no extraordinary developments to report at the time of this
writing, other than to note that no delegations exhibited any flexibility when it came t0
their positions (other than the U.S. which went 10 great lengths to accommodate the
views of ofhers in its revised Article 4.1 proposal). Detailed summaries of the acitivities
in each meeting will be sent on Monday.
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Second Point: Brazil’s Proposal Proving Attractive to Some G-77 Members

We would also flag for addressees that one potentially complicating factor is the
Brazilian proposal, Although it is difficult to understand (being based on historical
emissions trends), the proposel does acknowledge the global nature of the climate change
problem. Unfortunately, according to Brazilian calculations, developing countries do not
have ta take any firm commitments until ruany decades in the future, The Brazilians also
call for the establishment of a climate development fund which will be financed by

penalties assessed on those developed countries which exceed whatever reduction targets
are allowed.

Although we believe the Brazilian proposal can be challenged quite effectively on
scientific grounds, few of the delegates at this meeting have either the scicatific smarts or
the background to understand the proposal’s nuances. To say the least, aspects of the
proposal (and especially those parts about future responsibilities of developing countries)
are attractive to many G-77 members.

Comment

The slow movement in the AGBM working groups offers both problems and
oppertunitics for Chairman Estrada. Itisa problem for him as it gives him no assistance
in bridging differences in this second to last meeting of the AGBM, It gives him
opportunities by purting pressure on delegates 10 permit him to come up with &
“chairman’s draft text” prior to the October AGBM meeting. We expect this topic to be
raised at the informal consultations being arranged for Saturday afternoon under Estrada’s
chair, The invitees arc all members of something called, unofficially, the “Trattatoria”
group after an Italian dive in & Bonn suburb where participants from ten countries first
met under the aegis of Chairman Estrada.
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The following paragraphs can be used as a DAR item as desired or appropriate.

Climate Change Negotiations, Update No. 6: Little Flexibility Shown as Delegates
Strive to Consolidate/Revise the Current Negotiating Text

Throughout August 1st, dclegates worked in multiple halls to address remaining
{ssues from the Subsidiary Body on {mplementation (SBI) and to continue deliberations
on the draft text being negotiated under the aegis of the Ad Hoc Group on the Berlin
Mandate (AGBM). All three of the working groups established by AGBM Chairman
Estrada met on July 31st. These include those on Article 4.1, QELROS (essentially
targets and timetables and related matters), and institutions. Progress has been
exceedingly slow in all three groups. There were no extraordinary developments to
report at the time of this writing, othez then to note that no delegations exhibited any

* flexibility when it came to their positions (other than the U.S. which went to great

lengths to accommodate the views of others in its revised Article 4.1 proposal),

We would also flag that one potentially cornplicating factor is the Brazilian
proposal. Although it is difficult to understand (being based on historical emissions
trends), the proposal docs acknowledge the global nature of the climate change problem.
Unfortunately, according 1o Brazilian calculations developing countries do not have to
take any firm commitiments until meny decades in the future. Although we believe the
Brazilian proposal can be challenged quite effectively on scientific grounds, few of the
delegates at this meeting have either the scientific smarts or the background to
understand the proposal’s nuances. To say the least, aspects of the proposal (and
especially those parts about future responsibilities of developing countries) are attractive
to many G-77 members. (Hambley)
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Statement of the United States of America
Seventh Session of the Ad Hoe Group on the Berlin Mandate
July 31, 1997

M. Cheirman, there ace a number of now slements that the U.S. has introduced as part of
our proposal which I would like to discuss today. We have introduced these elements to
clarify two central issues related to our wark -- which gases should be included, and how
10 develop mechanisms to promote compliance, We look forward to the opportunity over
the next Week to work together with all Parties to find common grourud on these and on
all of our other issues so that we can move forward to the successtul outcome that we
anticipate for Kyoto.

Mr. Chairman, the United States has taken the floor in the past to explain other elements
of our agreement. We believe such an agreement must:

» establish legally binding targets;

e provide maximum flexibility for Parties to meet these targets; and

s set credible, realistic levels for these targets.

There must be mechanisms for national compliance and we necd to involve all countries
in meeting the goal. At the moment, as some have noted, the U.S. does not have, and is
therefore not in a position at this time to introduce, numbers into our discussion.
Numbers, in our view, are very closely related to structure. It is not possible, in fact, to
decide what kind of a target we might undertake without knowing what constraints are
imposed on such g target.

We have a very clear view: there should not be consirainis on the flexibility mechanisms;
countrles should be allowed to use those kinds of procedures that reduce the costs -~ there
is no sense in taking on commitments and paying more for them. All countries have
pressing obligations for their limited resources, and taking advantage of the cost-effective
mechanisms must be an objestive as we proceed, We have introduced proposals on
emissions trading and joint implementation, on a budget process, on & process for
banking -- these are all elements that increase flexibility and decrease costs.

Many have expressed concern that flexibility mechanisms will be difficult to implernent.
To address this, the United States has introduced new proposals, contained in a
miscellaneous document prepared by the Secretariat for this session, (o elucidate two of
the elements that we have suggested in earlier texts. One is the issue of compliance and
the second is the issus of which gases might be counted in any agreement. Both of these
elements are critical for us to determine the structure, and the structure is critical, as |
have noted, to determining a level.

Compliance is fundamental whether you do or do not have any flaxibility elements.
Nearly all of us agreed in Geneva at COP-2 that the instrument would be legally binding.
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Clearly, such an instrument requires & compliance mechanism; it requires onc
independent of whether there is any flexibility. Once you have assurances of national
compliance, adding the flexibility concepts are very simple and straightforward. We note
that there continues to be some political heat over some of the issues ~ but in our view,
the technical details could certainly be unraveled in the time that we have before us.

With regard to the issus of which gases might be included, the United Staies has long
called for a comprehonsive approach which includes all gases, all sources, all sectors and
all sinks. However, many have concerned themselves that we do not have methodologies
to accomplish this task, and some have suggested a “basket” approach which limits our
reductions opportunities to only a few gases. To us, this does not seem as reasonable. It
is all gases that lead to the increase in the radiative forcing which raises temperatures and
leads 10 sea level rise and other impacts. We must address all gases, and we have at our
disposal a methodology, developed by the TPCC, that will enable us to do this, If
countries can use this methodology, they should get full credit for all the emissions
reductions they take. If they don’t use this methodology, there should be a penalty and
they should get less credit. We must also recognize that this methodological issue is not
only related to whether we adopt a comprehensive approach but will also need to be
resolved to ensure a clear, credible and cffective compliance regime.

Our proposal also calls for all countries to participate in a next step. It's quite clear,
particularly in light of the evolving science expressed by Professor Bolin that has come to
our attention over the course of the last several years on this issue, that it is impossible for
any single country or group of countries acting alone to solve this problem.
Concentrations in the atmosphere are growing very rapidly: we have already passed 350
ppmv; We're going to pass 450 ppmv; and we're going to pass 550 ppmv concentration of
CO, equivalent unless we begin to see global declines in atmospheric emissions of COy
and other gases.

To this end, Article 4.1 speaks to the obligations of all countries, and the Berlin Mandate
calls for advancing the implementation of such commitments, But many of thess are
couched in very uncertain and ill-defined terms. It must be our objective in this process
10 better define what we're to do in this coptext. Clearly, also, there is a difference, and
the Convention speaks to the difference, between Annex [ and non-Annex 1. Weall
recognize thut at all levels countries have different capacities and capabilities. Itis
therefore reasonable to expect that there is a middle ground between the Annex 1 and non-
Annex I commitments. All countries can take actions. Our proposal creates space for
such g middle ground. It is not a new commitment; it’s & voluntary opportunity to
engage. All countries should take advantage of this opportunity as we seek to reduce
global emigsions, and then global concentrations of greenhouse gascs.

Our proposal also includes a recommendarion for a long-term vision: Where are we
going in the future? Kyoto will be a step in a long-term process to mect the objective of
the Convention, It is a significant step, though, and in our view, our agreement must
include & vision for a future that includes all countries, We must construct a mechanism
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that promotes the evolution toward that objective. A new negotiation will certainly
follow this one, and in that time frare, all countries must participate, Our proposal can
put us properly on this long-term path.

M, Chairman, in conclusion, 1 would like to reiterate our strong interest in working with
all Parties, in working with you, and those that you delegate to lead us in our work. We
believe that this session can be enormously productive in reaching a conclusion on a
shortened and abbreviated text ag we move toward Kyoto.

Thank you, Mr, Chairman.
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AGBM Meeting Summary, Thursday Moming. Jaly 315

The Chairman, Mr. Raul Estrada-Oyuela, opened the session by emphasizing that this
group was to develop text to implement the Berlin Mandate, and reminded Parties that
particular suggestions which were outside the scope of the Rerlin Mandate could be submittad
separately for a decision of the Parties at COP-3 in Kyoto Japan in December. Several
Parties, including the U.S., made brief presentations to describe the additional text the had
submited after the FCCC Secretariate propared the compilation of submitted protocol text.
M, Estrada then suggested that we form 3 non-groups to work on three areas of the
negotiating text: 1) Article 4.1 Commitments, chaired by Evans Kings of Barbados, 2)
Tnstitutions & Final Clauses, chaired by Takao Shibata of Japan, and 3) QELROs, chaired by
Gylvan Meira-Fitho of Brazil. Mr. Estrada explained that two of these three non-groups
would meet simultaneously for the rest of the AGBM sessjons scheduled for Thursday,
Friday, (and tentatively Samurday), and that the AGBM would reconyene in full on Menday
morning’s scssion to assess progress, Because Mr. Bstrada divected the Parties 1o use these

sessions to begin negotiations, he excluded NGOs from attending these negotiating sessions of
the non-groups.

The QELROs working group, chaired by Gylvan Meira-Filho, set out a structure to ensure
adequate diseussion of all the aspects of the QELROs sections in the short time available,
Mr. Meira-Filho first suggested some new nomenclature to ensure consistent discussion of the
annexes proposed by various Parties: Annex Q would refer to the Annex I countries (as listed
in a new Anmnex to & proposed protocol - specifically this Annex Q would address both the
EU Annex XX and the US Annex A proposals); Annox Q1 would refer 10 an Annex listing
non-Annex 1 Parties which voluntasily join (the U.S. Annex B proposal), and Annex Q2
which would correspond to the Annex 2 countries). Mr. Meira-Filho then suggested that we
discuss the QELRO text in the following subcategories: 1) coverage of gases and
methodological issues (including a separate discussion for sinks), 2) nature of targets and
baseline, 3) Annex Q1 voluntary participation, 4) compliance, including penalties, and 5)
flexibility,

For the rest of the afternoon sessionk, Parties presented their views onthe coverage of
gases and methodological issues. The views expressed fell into three categoties: 1)
comprehensive coverage of all GHGs with GWPs (supported by the U.S,, Canada, Norwey,
Australia, China, Saudi Arabia, Iran, Kuwait, Egypt, Oman, G-77 prefers comprehensive but
not solid position); 2) coverage of a limited basket of gascs (E.U., Hungary, Russian
Federation, New Zealand ? Is this the right category based on their uncertainty limit?, Buxkina
Faso) and 3) coverage of CO2 emissions only (Japan, Chile, Ireland?, Marshall Islands,
Seychelles). Further, some countries discussed the jdea of using the level of uncertainty in
the measurement method to create two categories of gases which could be covered, along the
lines of the New Zealand proposal, while other countries felt that the level of uncertainty in
the methods should exclude gases from coverage until such time that the methods are
improved enough to reduce the uncertainty to a level where Parties would be comfortable
adding the gas to the binding limit, and other countries felt that the current [PCC guidelines
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allowed Parties 1o provide emissions meaurements and that Partics would have timoe to
improve upon these mcasurcment methods, The Russian Federation raised the issue of
addressing the uncertainty in measucing the bacground global concentrations of gases, and the
Chairman indicatad his interest in following up on this idee. On sinks, several countries
explicitly support the inclusion of sinks (Norway, U.S., Iceland, Kuwait, Iran, Venszuela,
Indonesia (although they suggested that there could be & differcnce in how sinks were counted
between developed and developing countries), Poland, China, Oman) while other countries
desire to specifically exclude sinks (EU although willing to consider further information,
Japan) Two Parties noted that the lovel of uncertainty for at least some sinks is not greater
than the level of uncertainty for some emission sources. The Chairman indicated that he
wouuld prepare some further streamlining of the various proposals into draft negotiating text.
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AIJ Baselines Workshop - Part 2, 7/30/97

The FCCC Secretariat presented a workshop on issues related to baselines for AL projects on
land use change, The session was chaired by Irving Mintzer, u consultant to the Secretarist
and featured presentations by Patrick Karani of the World Bank on the Burkina Faso
Sustainable Energy Development Project, which includes a sustainable forestry component,
and by Ta Nelson of the Nature Conservancy on Sustainable Use Forestry in the Rio Bravo
Project in Belize, A scheduled presentation by Franz Tattenbach of the Costa Rican National
Center for Joint Implementation was cancelled due a conflicting mecting, The US Declegation
distributed copies of the press release announcing the acceptance of the Costa Riean
Consolidation of Biological Reserves Project into the USLJL, in July, 1997. This project
breaks new ground as it is national in seale and financed through sale of Certifiable Tradeable
Offsets (CTOs) on carbon bonds through the Chicago Commodities Exchange. Presentations
raised a number of importance questions and stimulated diseussion on difficult baseline
questiops related to land use projects particularly assumptions about the deterioration of
foreats in the baseline, apd leakage of carbon benefits by shifting unsustainable forest
demands to other areas. In general, the discussion was positive, provided a level of practical

detail which was helpful to many participants, and demonstrated the value of pilot projects to
work out key methodological issucs.
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The Chalrman, Tibor Farago, proposed a delay in the start of the aftcrnoon SBSTA
meeting so that the two contact groups (Methodological Work Programme and SB Division of
Labor) could conchude their work with draft recommendations for the full SBSTA meeting.

Tn the morning session, the Methodological Work Programme Contact Group Co-Chair,
Harald Doviand, indicated that the contact group had come to consensus on a
recommendation of the priotities for funding the various tasks proposed by the FCcC
Secretariate for the biennium period. Specifically, the contact group recompmended the
highest priority for Tasks A under emissions inventories, high priority for Tasks B
projections, and priority to Task C3 evaluating effectiveness of mitigation policies and
measures, and Task D2, assessing adaptation strategies and technologies. The SB Division of
I.abor Co-Chair, Mark Hambley, indicated that this contact group Was making good progress
and hoped to complete its work in time for the afternoon session.

The G-77/China and several other delegations raised the issue of International
Technological Asscssment Pancls (ITAPs), specifically asserting that geographically balanced
ITADs, composed of representatives of SBSTA, should be formed to carry out the specific
methodological work rather than the FCCC Secrstariat. (One delegation noted that it
discontinued attendance at the Methodological Work Programme Contact Group becausc it
objected in pripciple to the recommended workplan for the FCCC Secretariate, thus dissenting
from the contact group recommendation), The Chairman agreed that the SBSTA would
discuss 1TAPs at the next scssion of the SBSTA in October, although he also suggested that
developing countries which support this concept should provide further information to identify
the issues for which ITAPs would be needed to address.

Then, the SBSTA heard presentations on the climate change work being conducted by
the following organizations: the Integrated? Ocean Commission (I0C), the Global
Environmental Fund (GEF), the World Meteorological Organization (WMO), United Nations
Environmentat Program (UNEP), and the Intergovernmental Panel on Climate Change (IPCC).
Bob Watson of the IPCC indicated that he would welcome further comments from SBSTA
and/or from Parties, highlighting a suggestion to indicate specific policy questions for the
IPCC Third Assessment Report to try to answer by mid-January of 1998 for inclusion for
consideration by the [PCC in preparation for finalizing the structure of the TAR by the IPCC
Bureau meeting in March. Australia noted that in addition to assessing all of the climate
change activities being conducted by the organizations which gave presentations at today’s
SBSTA mecting, the JPCC should also consider climate change work being conducted by
other organizations, specifying the JKO and MO as examples.

The Methodological Work Programme Contact Group comapleted text to recommend the
funding priorities for the various tasks proposcd by the FCCC Secretariate for the biennium
period. In addition, although the group had recommended specific budgetary amounts for the
FCCC Secretariate tasks, the group agreed to the U.S. suggestion that the budget
recommendations were “indicative” of the priorities sct by the contact group, and that the
FCCC Secretariat would be able to allocate whatevet resources were ultimately approved by
the SBI according to the contact group's priorities. “The Contact Group also agreed to strongly
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support the methodological work of the other organizations, including [PCC, QECD, IEA,
UNEP, and UNIDO.

SBSTA continued its discussion of the technology transfer issues, with general support for
the transfer of technology to reduce GHG emissions to developing countries, although several
Parties highlighted the necd for private sector involvement.

SRSTA agreed to have a small working group meeting with the IPCC to discuss further
the issues Parties/SBSTA believe should be addressed by the Third Asscssment Report. In
addition, SBSTA agreed to compile, by January 20, 1998, a document containing further
suggestions for the TAR.

The Methodological Contact Group presented its draft recommendations to the SBSTA,
but some Parties, including the G-77/China, requested more time to contemnplate the draft text,
because a few of their members could not agree with the recommended workplan for the
FCOCC Secretariat, The G-77/ China group agreed to finish its consideration so that an
informal group could convene by Friday to make final recommendations to the SBSTA. The
SB Division of Labor Contact Group also agreed to finish its recommendations in the next

fow days so that the SBSTA could review and adopt its recommendations by the Tuesday
closing session.
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The World Bank Briefing, 7/31/97

The World Bank presented a two part briefing by 1) Dr. Robert Watson on the draft Energy and
Environmental Strategy and 2) Ken Newcombe on the Bank's Global Carbon Initiative. The
Energy and Environmental Strategy is very positive in its policy proposals for moving the Bank
toward a proactive role in promoting efficiency in cnergy production and consumption, private
sector development and environmental and social sustainability,. Many questions were raised
about the Bank's ability to implement such a strategy in practice #nd its role both positive and
negative in the past. The Global Carbon Initiative is primarily organized around a proposcd
carbon investmen: fund which would be managed by the Bank and would draw onp its pipeline
of planncd projects which establishes a credible baseline, and would add ecomponents to those
projects which would generate carbon offsets. The Bank would manage s portfolio of offsets and

sell the offsets to investors with lower overall risk and transaction costs compared to project by
project credits.

CC:FORUM, 7/31/97

Bob Dixoen and Paul Schwengels represented the US in a meeting of the CC:FORUM, a working
group chaired by the FCCC Secretariat to coordinate activities an country studies, support for
national cornmunications and other cnabling actvitics under the FCCC. The secretariat and GEF
representatives discussed their efforls to provide support for national communications to all
FCCC developing cowntry pasties and indicated that projests are underway ot in the pipeline for
over 100 countries. There arc still about 15 parties which have not requested assistanca.
Ongoing and new programs by GEF, UNDP, UNEP, GTZ, Japan, the Netherlands and the US
were discussed, as well as opportunities for coordination among the various GEF and hilateral
programs. The FCCC Secretariat is initiating a visiting fellows program madelled after the
USCSP visiting analyst program. Major areas of coordinated activities include development of
handbooks and methadologies for country studies and natlonal plans and corpraunications,
training on new methods for inventories, impact asscssment, mitigation studies and national
communications, and electronic networking and information sharing.
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Conference In |972. This it3ue i praduced co-operarively by CAN groups anending the Climate Ne

AGBM Rolls Up Sleeves

As the AGEM opened yesterday maming, del-
coates listened 10 Chairman Estrada lay out the
Tramework fat his vision of how to move forwam
(his sesslon on the way 10 Kyot.

Reminding us of where we have come from,
the Chairman neted that we are 10 comply with
\he Berlin Manduie, not reforms i,

He observed that the world daes not begin and
and with the Berlin Mandate sng that there is
inJeed the passibility of sehieving progress 1owinre
objeciives oneide of the Berlin Mandute through
other decisions under the COP or Subsidiary Bod-

jes e emphasized however, thar within AGBM .

we must he restrigted to the Berlin Mandate.
Estradi safd it is reasonable Lo expect thal once
daveloped countries have shown with fagis that
they have degided 10 reduce emissions and provide
adequate support for (he fipancial meehanisms 0

assiyt developing coumries, developing countncs
will then, and only then, be sbic 10 aSSUME 3 moTe
active rolc in the undertaking befare us.

Parties aré quietly showing their willingness
0 cooperate and mave issuss forward. Indeed the
tack of accusatlons in yesterday morning's
AGRBM sassion was deafening, Esch intervention
highlighted certain imporiant glements of the
agresment in Kyuio and began the list of wishes
for un effective protocol.

G77 and China began by bringing us back 10
Beclin to remind us what we are here for — lining
up the principlcs, scopa and outline of the Bedin
Mandate - ang ensuring us that they wifl keep
thig negotiatian irue 1o the spirit of Berlin, Look-
ing inia the eyes of their childran, ihe EU re-
uﬁndadusmmfﬂluuh«ewukdbsanabdiur
Lion of our respansibility ©

future pencrations.
e e

They demanstrated thelr seriouspess and willing-
ness 10 make progress in this reund, by tabling
their 2008 target 1o reduce COy, Cily and N30 by
at least 7.5%, thus highlighting their gontrihution
10 & long-ierm glabal sclution 10 the problem.
Brazil brought s & bit furthr, gazing into the
oyes of, perhaps. iis grandehildren, with i1s inter
esting new approach 10 (he cors clements af «
Kyoto agreement and it willingness 10 continue 10
be in the forcfront of thi: process. Whilc emphasiz
ing that present canContrations are due mostly 10
Annex | countries, he eatled for s practical mecha
nism in the Kyolo Provecal 10 ensurs thal non-
annex T countries make real conlributions to meet-
ing the objestive of the Convention. He nlso noted
that in the Jongser lem developing sountry purtier:
pation might be significantly enlarget! in An ohjes
tive manner. All those curious souls ghould repor
to the Reger Room 10day at 6pm Lo hear the details
The quiet positive feel ing continued witl
Slovenia, aga potendal Annex ] country. calling fo
action without delay and indicating il support fe
the EU proposal , Zimbabwe. on thiehalf of Africa
countries, reminded us why this is o crucial. Ind
cating thalr concern for the Yack of action up o (h
point, Zimbabwe cut through it all by staing th
“Human suffecing cannot be valucd in doliars as
cons.™ African countries are the moxl vilingfable
climate chanae and indecd have Lhe MOS! 10 Juse

According 1o Russia, 3 legally binging wr}
must include an effective, verifisble, implemesy
tion a 1. Add that 1o the list of protc
wishcs. plusthe US calt for an effective compliar
repne (even independent of Nexibility). The !
ulso believes that you can havi a strong complia)
mechanism with all gases included. This posit
nuimdciscidnradm‘:ranlwrnnlvc.e.‘pccil!iyin
facc of the uncenaintics in theinventories they s
comfortable in utilizing. Oné ceniain thing, in
~continued on back p
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Scientists Call for Early Action

By Kelly Sims, Qcons Action the United Stutes National Academy of Sciences.'
Over 2.600stiantists have joinedincallingupon the Tives are Nobel Laurcutes, They range in specle
US (0 take global leadership in reducing emissions  airles rom physical chemistry and biochemlstry
of the heat-trapping gases that ars causing global 14 sceanography and climatalogy © geography
climate change, While this siatement was at and ecology. They an university presidents,
primacily atthe Unrited States., a8 the largest smitter  ehains Of scientific sociesics, advisers 10 govam-
of greenhouss §ascs, it scrves as o remaskable  funts, members of eovermental staffs, and sel-
wamingto 2!l gevernments aboulthe folly ol delay. eatific participants in the privire seetor, BUL
in fact, the sclentists “urge other nations (0 joinin  above all, they ace seriousty concemed that fojl-
aimilar actions with the purpose of produing & v of the United States 16 nct now will be a vary

substantial and progressive gloml reductioningreen-  costly etroc for us, and our children.
Kouss gas emissions beginning immediately.” The statementis clear that “the further accumus
Scicntists do ot often join in ealling o gOV- Tation of greenhouse yases COMMILs the earth irre-
cramenial leadership on environmental questions  versibly 1o further global climatic change and con-
of wiobal concern. The scientists Who signed the scquentecological, econoinic and social disruption.
Scientists' Stagement on Global Climatic Disrup-  Thefisks associned with such changes justify pre-
lign are all expers with broad experience in ad.  ventive action through reductions in emissions of
gases.” “(hiy statement and 2 fist of

dressing various aspects of the disruptions of eli-
ggnaiorics will be avaliable during the AGBM,

Q7

mae. Thircy-six of the signatories are members of

Impacting the Economy?
Ona major reasea the US is reluctant 10 stale a '
position on targets and timetables is the uncertainty
tegarding the ECONOMIC IMpact of climate profes-
tion pulicies. Accoeding to some studies, stabilizing
grecnhouse gas EMUSSIONS i the US at 1590 levels

(a much snadicd policy) could impose 1osses of aver

2, of domestic GDP. Accarding 1o other analyses,

(he same policy could Iead toimprovements inGDP

of aver 2%. In recent months, incerest groups have

neen louting theit preforred predictions, leaving the
public and policy makers confused 8§ to the real
ceonomic impact of emissions reduction stralcgies.

A new analysis by the World Resourcas Institute

helps 1ift some of the fog from this debate.

Despite their complexity, cconomic models
are nothing more than consistent seLs of assurnp-
Lons reflecting different baliefs about how the
economy funetions. Not surprisingly. the eco-
nomic impasts the models predict depend tolalty
an the assumptions built into them.

WRI examined 162 differcnt simulations us-
tng sixteen widely-used gconomie models, in-
clyging all three of the models used by the
Clinton adminlstration o analyse its climate
policy options. They [ound that just eighe basic
assumptions account for more than cighty pereent
of the diffcrences {n the models’ predictions, de-
wemining whether (heir economic results arc
large or small, positive or negative,

Amony the kcy assumpeions:

v whether non-fossil energy aliermatives are
available at 8 competitive price:

« how clficiently businesscs and consumers ré-
allesate their expendilures in responsc to cn-
orgy price inCreascy

v whether Nexibility instruments, such a3 cImiS-

SIS SBE NG A

sions trading and joint implementation. are
availsblel

-imrmmm{mmamzymorwo—
doned emissions permits are used 10 reduce
economically burdensome taxes on lab or and
capital;

+ and whether the ceonomic benefils of reduced
air pollution and avoidsd environmental dam-
agas from climaw change are refleated in the
analysis.

The WRI study shows that models incorpo-
riing the mest unfavourable asSuMptions sonaist-

project that stahilizing €armon dloxide cmis-
sions ar 1990 levels by 2010 and holding thein
seady tharealter would resull in cconamic losses
of about 2.5 parcont in GDP in the year 2020, On
the other hand, models incorporacing all the mast
favourable 2ssumptions projost such a policy
would increase 2020 GDP by sbaut 2.5%. These
pejections should b2 viewed In (he context of
sibstantial real GDP growh over this period: the
mihors ote that cven under the most unfavour-
_ ebia assumptions. “the economy in 2020 would
be 75% larger then wday's” Hardly the doom-
and-gloom scénario being put forward in fossil
focd industry sdvercisements!

The authors draw- same cluas implications for
poticymakers and the public fram theic analysis:
Wﬂmdm:wcep!nllﬂnbm-cmorallma
worst-case assumptiong, It is more reasonable to
precict thay with sensible public poticies and inter-
matioml cooperation, carbon dioxide amissions can
toreduced with minimal impacts o0 the economy.”
«Une of the report’s cuthors. Duncan Augrin, will
present the WR! analysis af 1:00 pm roday in 3a
lon Naydn.

GV OLUME XGVI.
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NGO NEWSLETTER

Ludwig i5 inrigued Dy (he size of the delegalion
from the Japanese Foreign Ministry, and the large
number of bilataral mestings held or being held
with other developed cuuntry Paries. Could they
be using the opportunity of this meeting W sell
some advanced picce of new 1echaology that only
these councries can afford? Or could they be sell-
ing something else...

Far more importantly, the Secretariac is w be
congratulated on heeding Eco’s warnings at the 1ast
session, Ludwig (s Ucfighted to b ableto reportthat
tha canapés at last night's receprion ¢ame from
frasher stock this time: indecd ha observed one tray
hoing carried across e room followed Dy an cager
lind of hungry delegates, Many of them may have
paen from countries (most countrics, probably) with
economies below the Maritim’s menu price level,
bmgtﬂxuwnﬂminmwnymdnfaalqualhy.

] ~AGBM, from fross page
cyes, is that Lhe ll:defined terms of Article 4.1 must

be bewsr defined. Searching for the middle ground
with its Annex B approaeh, the US emphasized it ls
not looking for new commitments but rather offer-
ing voluntary oppornanities for non-annex [ coun-
pries 10 engage in the procoas. The US long-term
vision Includes futars new negatiatlans, fallawing
this one. Involving &l covntrics.

Japanwasalsomaposidv:mdenﬂgaven
glight first hint thet thore may be potential for
Jeadership by its appeal thot all countries reject
the net approach, 8 position they will hopefully
keep on their protocol wish list until Kyoto. Let's
sdd 16 that their call for linking scientific develop-
ments with commitments in the protacol, and Ja-
panmuulnokingpmypauomfm the
AOBM session. More quiet positives.

O course the heart of the protocol was brought
to us by Samoa through its call thal the guiding
objective of this protacol ensure that global mean
cea level risa resuking from climate change does
not cxceed 20em ptove 1990 levels, and (hat (he
global nvcreselemmumoounmw-dzdc-
grees celsius above the pro-industeial level.

The overal tone af the day was wellin kecping
with the chalerpan’s opaning remacks, wgether af-
fering & framework which lcaves room for coop-
emiion In the journey towards the Kyoto. protocol.

THANKS .
The Cimate Action Network would like to (haak the
Environmant Minisiies of Gemnany, Denmark and |
he Nethedands, who have provided funding for ECO.
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A Reporting Service for Environmen: and Development Negotiations }X
HIGHLIGHTS FROM THE FCCC ADHOC mnmgwmmsrmumbmtﬂ% of the total CO2 emissions in
down % in 1985, Although most of the increased
GROUP ON THE BERLIN MANDATE 1996, dawn fro 158 I L Y conptries, they wall 0ot reach
31 JULY 1997 Smﬁnwﬁul?&g%um 1520 years from now. He
. & n on n erm
Dot e AlFe:Oompetstiete, 1SS B oy

! . dered both by Annex
Change (FCCC) opencd on 31 July 1997 in Bonw, Germaay. Dele- most obvious short-Lenn measure (6 be consl Y
gates gave opening statemerts in & marning Plenary session and and non-Annex I couniries.

art closed meetings in the afternoon 0 discuss the topic of LUKEMBOURG-mbqhﬂfﬂf&-EU.MhW
continuing to advance lgnpicmenmtioa of axisﬁnscnmmilﬁonu in that“Anncx X" Parties, individually orjointly, in accordance with
Asticle 4,1 and quantificd emissions limitation and reduction the Berlin Mandatc, should recuce emission levels for COZ, CTi4
objectives (QELROS), and N20 tagether (weighted total, Global Werming Potential
witha loﬂ-ymumchodzm)w atleast 7.5% below 1990
PLENAKY lovels. Healso proposed that PEC and SB6 should be zdded
Chair Raul Estrada-Oyuela (Argentina) opened the seventh nnumrmzmmama"hubu“ofpsufathmouducdon
session of the AGBM and said thatas COP-3 approached, he objectives. He said that developed countrics must facs up to melr
roraained optimistic despite expected difficultes, He noted that the ruponsibilhlmmduke&wlud.ﬂowsver.aﬂmm_hlmustmlue
G-7+1 mecting n Denver and UNGASS demonstrated new thatin dwlou;mmmmmlnglyglobnlcﬂm:suwdudm

interest iz climate changs problems, He polnted out thal, although  tackle the issue,

soroc eriticized the scopa of the Berlin Mandate, AGBM s not BRAZIL suramarized its (FCCC/AGBM/1997/
Sompetent thchange it He notcd that uader FCGC, doveloped  MISC.1/AdA.3) by calling for a direct and objestive ik o
couatries committed themselves to take the lead in reducingemis-  establizhed between the annual rate of GHG emissions and the
sions und pot until this ocevred, would developing countrics be increase In global mean surface tcomparature, He proposed that
ablc (o assume greater responsibitivics, He acknowledged progress  reduction targets be catablished in tenms of temparaturc change. He

toward an agreement, and pointed ta the EU commitment and called for the establishment of a mechanism to guarantee that non-
proposal a3 a step forward, He noted that two Paxties' definitions Annex 1 countries address elimate changs, He called for the devel-
on targets would be crusial to the process. opment of quantitative for non«Annex I countries as they
FCCC Executive Secrm.ry Michael Zammit-Curajacindicatcd  reach approprinic fevels of wcll-belng, He proposed that tha Clean
that, at Kyoto, he expected a clear agrecment on ths naderstnding ‘Dcv_elnpmurundmtumnduay contributions from Ansex
of Annex T eountry commitments under FCCC. The result from Pasties In ptotponiot_l to their averall . He notad
Kyoto should be @ “strong punch” against “ business as usual,” It four pains of negoliation: reduction tATgSMs ot Annex L Parties

should sand a signal to the real coonomic actors that things will exprossed in temperature charge; time of performance review for
change in a way thatis cornpatible both with their interests and Annex | countriss; initia) year of consideration far historical emis-
with Sustzinable dovelopment, It should be possible to moaltor sions: and value of asscssod contribution to the Clean Development
implementation. Although optimistic, he recognized the difficulty Pund, He requested that the proposal be formally submitted to the

in reducing the proposals on the table 1o the sort of signalhe COP-3,

described, He urged delegations 1o sater inte s negotiating mods ZIMB ABWE, for the African Group, expressed ho thar the

proving that they aze able Lo go beyond “playing with text.” AGBM will accelerate the M%m and raug aprecs
TANZANTA, on behalf of the G-77/CHINA, said that the basis mept by the end of the Next session. noted that African cona-

for gction and for un must be strict adherence (o the trics are oftea marginalized by the jatertim funding mechanism
Convention and to the Berlin Mandate, He indicated that an agree- pruw.Shgnxpmodwncsmwimmm?!pHm made in
went eniailed advancing commitments for Annex I Parties, while ;f);liaed deliberations and urged that the policies and measures
avoiding new ones for non-Annex | Parties, He referrcd o &Ms) and.quantificd emissions Limitation and reduction abjec-
UNGASS outcomes, highlighting that in addition (o establithing  tives witnin specified time frames (QELROs) coutain provisions
wegets, thare was widesproad agreemant that it will be necessary to for socio-economie impact assessments. She noted thatany deci-
achicve them taking into account the adverse effects of response sion reached should not incrsase the soclo-economic and environ:

measures on all countrics, especially the developing countrics. mental burdans placed on Africa She stated that an agreement
IPCC Chair Rert Bolin remarked on the Second Assessment should loclude commitment of finacicial resources and technolo-

Report, which stulés that “the balance of evidence suggests 8 gies for Africun countries.

discernible human influence on global climate,” He stated thac The RUSSIAN FEDERATION said the outcome should g

enhanced GHG concentrutions correspond to achange in global through the same ratification process as the Convention and that

mcan temperature of 0.7-2, 1°C, but are imittd 100.4+1,1°Cby  COR reductlon targets must bs cansidercd alongside goals for
serosel conaentrations and elimate system ineftia He stated that removal. SLOVENIA s!igr_lalad its wp&l‘lliﬂﬂ to cventually join
global warming for th full range of fPCC emission scenarios and  Annex I Parties in complying with hinding commitments
Zlimate sensitivities was estimsied to be in the range 1.0-3.5°Cby  and supported an BU proposal for GHG reductions.

the year 2100, Hc noted that reccat analysis shows that Anncx [

14} issue of the Earth Nepgotiations Bullstin <enb®iisd.ong> is writen and udited fasla Bettelli w‘zhetwm.ﬂudc ,LL.M_ cchade @ , Puter

Dorun <P Doran @ulstacuks, Benjemin Simmons «bisdd @calumbis.cdu and Wise <swise o\Em Bditor umaug. Ph.D.

| and the Managing Editor 1 Langsion James Kitne Goreo Vi eiga (Piisd, arg>. The wustainlng denors of the letin sre the Netherlands Ministry for Dovelog

; Conpreratiem ami v Curect iemwnl of Coats Crraerai st for the Bullcun 1997 is Mwmwmrwumuuunmwmmpdw uited
Fingdim the Mpmimars o Fovrogs Affaim of Dormaiet S Fry-san Costmammaty (DG-X1). Grermua Mimary of Environiee N ature Comervation and Nechol oy,
e Musssizues of BAs ctmanent el et AN st ad u.u...u-u..c,qurs-mms-mmuomudmh-m-dt-‘mf-!ﬁlmh
coalaned m e =t 312 sebl O30, fan o3 2-2 kb ODm  HSL) com b comiacted at 161 Ponage Avenue East, fith Floor. Witaipegp. Manitobe R3B &Y‘.M tel: 41«
B2 Q4K Yy far »1 304 OXR 7710, Eacuryes freen the frth Negeiasions Kulletinmay be used in ather publications uly with appvoprate citation, Blectronic versions of
the ENE are went w c-mal Sints ibution lies and cu he found v the Linkages WWW usver at htpeharww iisd.catinkages.
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21d the AGBM agreemen Gﬂomalledfoﬂmpmmﬁmmﬂ' mechanisms forthe
nuigﬁr?lsg ybﬁmsxmm,mﬁf;aﬂmmfmlbﬂim mgymndwmupmmmmupmmmm. ‘
include credible and reaistic levels, include mechanisms for SAMOA, for tha ALLIANCE OF SMALL.ISLAND STATES,

national com llmunndinvoimaﬂcumldu.ﬂeuid twasnot outlined .cgu.n.l.nu:fnllywﬂucnhc leinthe
possible mdgcldcwhuidndefnumuical might be uader- worknf.t?w GBM.mn!da:udl:‘xﬁmMo;d‘::‘i%%M
taken without knowing what constwiats beimposedon such  agreement should be to ensure that sea Jevel rige resulting
ata:gct.mUShsdinmduudpmposalson emissions trading, from climate change does not exceed 20 em above 1990 levels, and

oint implementation, & budget process and a bankjag process (o that the WMWWMMMMMWM
{ncrmopﬂoxibil.i and reduce costs. In this regard he cutlined two nte-ind;stdﬂlml.

new proposals, he said are critical in determining the agree-

m?:mggrumﬂca i ﬁm!a.lepllyblndia;q;u‘mﬂl IN THE CORRIDORS

waulquuuu.coﬁ%m. mechanism to which Rexibility NON—GIOUPONWM(COMM):In
concepts could be ummghummmdydngedwnh mnm-mmﬁmom\ninlem.dclegm m&m
come bolidesl heat, He also called for o comprehensive approach mmuﬁsdummmwamﬁm- dand
including all GHGs, sources, seclors ‘Where countries Tobago). The frst paumuofﬂmthmmdlmnd.
twudmuscmamnbun;mécmﬂdohgyumptmhm MqﬁmMqudmlmm
apﬁuchm shou!dbapmallmd-Om.u-wunuyparﬂdpzﬁon.he the Berlin Mandate, Some Icounu‘lu:;fcxudlymght
called foran mpmvcddeﬂniﬂonnrhrﬂchmlmdmacdh minomdnnfmnmluﬂmaadinumdmsﬂm tha number of
Mandate, While thers is & difference botween Annex 1 and non- other elernents from the FCCC, inchuding 8 specific referencs to no
.&nnex]aouutriesitwmonublcwex that there was nzwam-mm!mhmenu.bmmAmxtmuouies

nothing to be done barween the Annex I non-Apnex Icommit-  objected, Some delegations were reluctant o include s

'V
meants, 10 eddress this the US had proposed some middle ground. ﬁnmﬁnﬁphofmmmﬂWrzs nsfbilites. There
The US praposal includcs a recommendad conditi

on for aloag-term were mmddmpanpnfhanm oned advanccment
process :owudrheohjectiwoftlmc:onvcutlouinctudmgaucm of co ts by non-Annex 1 Partics on the provision of finan-
tries and secking cvalution, A new negoriation would certainly cial resources and trapsfer of technalogy by dave countries.
follow the AGBM and within that timefrarse all countries must Onadnvelopodcou_myputforvMunmdve paper that
panticipale. would commit Parties to advanee implomentation of 4.l
UZBEKISTAN said the countries in runsition require invest- and o & strengthen collaboration.
ment in new wchuologies. SAUDIL ARARBTA addressed contradic- NON-GROUP ON QELROS: The first mecting of the non-

tions {p Anpex I policies, such as increased fossil fuel production  group on ELROS, chalred by Luiz Gylvan Meira (Brazll),
by developed covatsies in the eveat of lower consumption, leading  eonsidered two questions: whWMe gases (GHGs) to

to lower imports, and subsidies provided 1o some fossil fuel sectors include in the agresment and w (o adopta grossornet
while taxing the use of other fossil fucls. e asked forconslder approach, A draft paperistobe produced to reflest the tWo main
ution of compensation in the eventof ncgativecconomicimpacts  arguments forward regarding the

put approach. On the ques-
e Chuird e s vt sl
The Chair outlined the organization of work (Ttem 2(b)) and eauntry favored a a e coun-
{nrroduced documentation. ff:lnu ing the main uém tries s the Inclusion of all gases. The possibilicy of
compiled at AGBM-6 (FCCC/AGBM/1997/3/A0d. 1) an amending a protocol or legal instrument over time (0 bAng new

proposals from Partias meeived after AGBM-6 (FCCC/AGBM/ gases into the agroement was ralsed, as was the alternalive
19 7MSC.NAdd.2,3.$.mdS).Themairmtodthntdelmm approach of dealln with sonroes of gases rather than the gases

gases

would mect Lo closed sessions in the afternoon: continning to - The Chair's draft text is sxpected for the next mesting.
agvance implementation of existing comsitments i Article 4.1, Anothera wonld repostedly address all gascs but adopt &
chaired by Evaas King (Trinidad and Tobago); end QBLROS, schedule for tackling different GHGs over ime-
chaired by Lui::'(i‘gl“wiﬂ%fin?ﬂhom ).Cﬁgndnon-g;mup Wo— <
sessions on Article 4.1 will coctinue on Friday. mnwm © THIN LOO R
insticutons, mechanisms and otherclauses, chaired by Tekao G§ TO - OA ;
Shibata (Japan) will begin on Friday. Briefings far observers wil OBSERVER BRIEFING: A briefiag for observers ia ached-
be held cach moraing. uled for 9145 -

The Chair Invited & nurmbec of Parties with new proposals to NON-GROUP SESSIONS:
make preseatations. JAPAN called for: 2 SBSTA study onthe The nonegroup oo Article 4.1 will most at 10;00am and 1:00pm.
removel of carbon dioxide via sinks before the issveis taken up The non- on instlitutions, mechunisms, and other elements
uadgrqmos;amhwpmmssmmﬂemhclmst seience;and  will meetas 107
for lmkagcbctwunmtrymtofomofm agrecment and the rotal Them-gmupunQELROswl}l reconvenc at 3:00pm.

aggregato emissions of mtifying ceuntrics. AGBM: AGBM is seheduled to meet Mondzy at 10:00am.
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3 August 1997

To: Please See Attached Listing
From: USDEL/Bonn, Mark G. Hambley

Subject: Climate Change Negotiations, Update No. 6:
Report on Subsidiary Body and AGBM Meetings for August 2/3

This is one of a scries of reports on the meetings of the Ad Hoc Working Group of the Berlin
Mandate (AGBM) of the Framework Convention on Climate Change and its three subsidiary bodics
which are being held in Bonn, Germany, between 28 July and 7 August 1997. This update provides
informal observations on activities over the August 2-3 weekend. Included, as well, are the following
supplemental reports on meetings held over the past few days:

(a) A report on the July 30 SBI contact group on Non-Annex [ National Communications prepared by
USDA’s Carol Whitman;

(b) A report on the first session of the July 31st AGBM “non-group™ on QELROS as well as a chart on
GHGs and sinks to be included in QELROS prepared by Carol;

(c) A report on the second session of the July 31st AGBM “non-group” prepared by David Doniger,
(d) A reporton the August st mecting of the AGBM “non-~group” on institutions; and

(€) A report on the August 1 SBSTA contact group on the methodological work program; and last but
not least,

(6 A report on the August 2nd “non-group” meeting on Article 4.1 prepared by USAID’s Leslie
Cordes..

Also of interest to observers will be the attached copy of the August 2nd issue of ECO, the
satirical rag prepared by the environmental groups here. More controversial than most, it allepedly
contains a scoop conceming Japan’s numbers. See the text of this report for the details..

The final paragraphs of this report can be used as a DAR item as desired or appropriate.
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Climate Change Negotiations, Update No. 6: Japan in a Tizzy Over Alleged “Numbers”
Report in BCO; Chair Established a Group on Policies and Measures

The “Trattoria” Meeting: “Non-Groups” Trudge On

Working against both the clock in Bonn (due to a prior booking, the Hotel
Maritim, where this conference is being held, is not available on August 8) and the clock
in Kyoto where the expected protocol or another legal instrument is st to be concluded
next December, delegates worked over the August 2/3 weckend. Reports from the
chairs of the three “non-groups™ established by AGBM Chairman Estradas were
delivered at an hour long mecting of his “Trattoria” group on Saturday afternoon. In
general, all three groups arc reading through their respective texts with only a few short
paragraphs agreed upon in the group on “institutions.” [n some instances, it appears that
the revised texts may, in fact, be longer than the original one (Article 4.1 perhaps being a
case in point, thanks to the latest U.S. submission).

e e e e B S

QELROS

e e e e

Prior to presenting his report, the Brazilian Chair caused much mirth in the room
by declaring that the QELROS group had finished its work and -- waving the two page
copy of ECO with its Japanese expose on possible numbers -- said that this was his
report. The Chair stated that it had been decided that the compllance aspects of
QELROS had becn transferred to the “institutions™ non-group for negotiating. On the
other points which had been discussed thus far, he said the following:

(a) on gases: he said that he felt that he would be able to produce & one page un-
bracketed text that will say that all GHG are to be considered, but that at this round, a
specific list will be highlighted. The periodic review of these gases and of possible
criteria for ineluding them will also be provided for.

(b) the nature of the target: various alternatives for the nature of the target (such as
multi-year or single year) were discussed. The Chair expressed confidence that
consensus would be reached. -

(c) flexibility: scveral issues were discussed. These included: (1) the baseline for
Russia and the other economies in transition; the EU is supporting their request for 1987
with some conditions; (2) on banking, the issue of non-compliance arose 50 a decision

P.@2/15
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will have to await a decision by the “institutions” group on this topic; he noted that the
the section on borrowing had been bracketed; (3) emissions trading: a small group of
countries will meet to produce a bracketed text; and (4) compensation: the Chair
mentioned that this proposal is not acceptable to many governments; accordingly, a few
governments are also meeting in a drafting group to try to come out with a bracketed
proposed text. Outstanding sections of the text which still require a first reading include
those on the measurement/reporting of information; the review of implementation and
compliance; and the voluntary application of commitments (such as our Annex B
concept).

Institutions

Japan's Shibata reported on progress in his group which, included, he said, agreed
text on recognizing the the proposed protocol’s subsidiary bodies as SBI and SBSTA and
of the GEF as its financial mechanism. This latter decision caused a bit of a kafuffle
with Ambassador John Ashe of Antigua/Barbuda who has been arguing for a new
financial mechanism for any new protocol or other legal instrument. We pointed out,
much to Ashe’s chagrin, that this text had been agreed to with G-77 representatives in the
room. It will now be difficult for him to raise it again in plenary (although he will
undoubtedly try to do s0). Shibata has taken the views of Parties on board regarding a
preamble (we oppose onc but have Joaded it up with suggestions to balance contributions
by other Parties). A new proposal will emerge on Monday.

In other aress, Shibata noted that Institutional mechanisms and final clements
have yet to be discussed. The question of a compliance mechanism was raised. It was
decided that this must reflect the actual nature of the agreement, so this discussion is

somewhat premature.

Article 4.1

A new text has been prepared, although it is not clear whether it will be further
revised before October (or earlier if the Chair feels he must come up with his own text).
The entire text is bracketed, and the Chairman of the “non-group”, Ambassador Evans-
King of Trinidad/Tobago, said that no effort had been made to come to any agreement on
the contents. There was a round of discussion as (o whether this group might resume its
discussions later this week in an attempt to consolidate more of the toxt.

Estrada expressed concem that this text is actually longer than it was at the
beginning of the week. Both the EU and the G-77/China waated to postponoe any action
until October (with the G-77 pleading that there are too many scheduling conflicts and
that the group needs time to digest the text, with the EU echoing the same points; in fact,
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one suspects the EU wants to concentrate its energies, such as they are, on the PAMs
group which the Chairman has established; see below for the nitty-gritty). We
suggested that we use Monday and Tuesday to review the text and use Wednesday for
another round of talks if we have been able to reach any agreement. This view was
supported by Estrada and grudgingly accepted by the other participants at the meeting.

In addition to describing the work ahead for this “non-group”, Evans-King did
note that some of the proposals appear to him to be clearly outside of the Berlin Mandate.
He indicated that this issue would have to be addressed at the October meeting.

Policies and Measures (PAMSs) Again Resurgent

On August 1, the EU held another gathering on policies and measures, and for the
first time, invited the U.S. to attend.  We did so, but for the first time we can recall, the
usually loquacious Dr. Pershing remained silent, somewhat to the irritation of the
Netherlands which has taken to lead in pushing PAMs within the EU.  The EU has
produced a paper which will form the basis for discussions on this topic. This non-group
will meet next Monday and Wednesday. Chosen to chair this “non-group” (after the UK
turned him down) is Mauretania’s Mahmoud Al-Gharouth who is also the chair of the
SBIL. Asked why Al-Ghaouth was chosen, Estrada told us ominously: “Because he will
produce a result.”

Japan in a Tizzy

Events during Saturday were enlivened by a leak in the Icading Japanese daily
which claims that Japan has “numbers” for a target and states that this was discussed at a
meeting with the U.S. on July 31, The Japanese were inccnsed by this obvious leak.
Pouring even more salt on this wound was the August 2nd issue of ECO (copy attached)
which emphasized that if the Japanese proposal is realized, Japan's emissions will be
allowed 10 increase by 24 percent in 2010 (with the U.S. staying even). The EU as a
whole would be allowed to increase by 30 percent, while overall Annex I emissions
would rise by 10 percent. In response, Ambassador Tanabe denied the report was
accurate during the Estrade conflab.

Dinner with the EU

At an informal dinner hosted by Germany on August 1, scveral [ssues were
disoussed. Canada mentioned that it was considering a 1988-92 baseline, although both
the U.S. and the UK cautioned agianst making such proposal, both Germany and the
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Nectherlands sounded quite positive. On PAMs, Daniel Reifsnyder took Bert Metz to
task for the deceit shown by the Netherlands at the July 30th meeting of the Common
Interest Group. When asked point-blank whether the EU had a paper on PAMs prepared,
the Netherlands respresentative (Metz's deputy) denied that this was the case. Dan also
setoed in on the EU’s unrealistic numbers during the ride back into town (it's a wonder
she didn’t drop him off along the way). The Dutch indicated that they are prepared to
host & working level meeting on climate discussion at a Swiss resort over the weekend
prior to the next round of talks in October if Estrada and other Partics agree.

The following paragraphs can be used as a DAR itcm as desired or appropriatc:

Climate Change Negotiations, Update No. 6: Japanina Tizzy Over Alleged “Numbers™
Report in ECO; Chair Establishes a Group on Policies and Mcasures

Working against both the clock in Bonn (due to a prior booking, the Hotel
Maritim, where this conference is being held, is not availablc on August 8) and the clock
in Kyoto wherc the expected protocol or another legal instrument is set to be concluded
next December, delegates worked over the August 2/3 weekend. Reports from the
chairs of the three “non-groups” established by AGBM Chairman Estradas were
delivered at an hour long mecting of his “Trattoria™ group (an expanded “friends of the
chair group named after the dive in Bad Godesberg where the first meeting took place) on
Saturday afternoon. In general, all three groups are reading through their respective texts
with only a few short paragraphs agreed upon in the group on “institutions.” In some
instances, it appears that the revised texts may, in fact, be longer than the original one
(Artiole 4.1 perhaps being a case in point, thanks to the latest U.S. submission). In
addition, the Chairman announced the formation of the long-expected fourth “non-group™
on policies and measures. This will focus on an EU draft text to which we have made no
input.

Japan, meanwhile, upset by a report which appeared in the August 1st edition of
the leading Japanese daily newspaper. It claims that Japan has “numbers™ for a target and
states that this number was discussed with the U.S. on July 31. A description of the
purported Japanese formula was later reproduced in ECO, the daily environmentalist rag,
which gleefully trashed the targets for giving developed countrics, as a whole, an increase
of 10 per cent by 2010 in GHG emissions (Japan can rise 24 per cent under this
formulation; the EU caa rise 30 per cent; while the U.S. stays cven.) The head of the
Japanese delegation denied the report at the “Trattoria” meeting. (Hambley)
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SBI Coantact Group on Non Annex [ National Communications
July 30, 1997, 11:00-13:00
Carol Whitman

The Contact Group on Non Annex I Communications was cochaired by Mr. Dan Reifinyder (USA) and
Mr. Kok Koe Chow (Malaysia). Tho group was tasked with establishing a process to develop text for
concideration by SBI in Octaber on a review process for non Annex I communications. Annex I
delegates (EU, UK, USA) were for the most part focused on cstablishing 2 process to review and
synthesize non Annex | commusications, while scknowledging the continuing need for financial and
technical assistance for their proparstion. Non Annex [ Parties thought improving finanoial and
tochnical assistance for proparution of communications should be the foous of the group (ZIMBABWE
for the Africa Oroup, PHILIPPINES). ARGENTINA noted the nced for additional methodologies for
estimating cmissions from land use change and forestry (particularly burning) in developing countries
and (o take into account special national situations and requirements. THAILAND commented that
many Partics were not even aware that there was a format for the preparation of non Annex 1
communications, and thercfore, the focus should be on preparation of reports since there are few, if any,
reports to review. CHINA emphasized the difference between Amnex [ and non Annex [
communications and the necessity of creating different consideration proccsses for this information.
ZIMBABWE indicated that in-dépth reviews would be appropriate only on 2 voluntary basis. The
G77/CHINA will submit their views. Tho chainmen concluded that continuing focus on preparation
assistance was needad, while consideration of the schedule for reviews of over 130 commumications
was nceessary for the Secretariat to mansge their workload and there was the practical issue of the
region from which communications come (since reviews might most sensibly be organized on a
reglonal basis). A session on financisl resources was suggested. The chairmen suggested intersessional
eonsultation would be uscful.
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( B) AGBM—Contact Group on QBI.ROs C?

31 July 1997, 15:00-18:00
Carol Whitman

Chairman Gylvea Meira Filho (Brazil) opened the meeting with instructions to the group, expressing
hope that when it is not possible to agree on text, very clear altematives can be présented for
considcration in QOctober, In order to simplify discussion, references to Anncx A (USA proposal), or
Annex X (EU proposal) would be to Annex Q; Amex Q1 would refer to a list of voluntary participants
such as the USA proposal for Annex B; and Annex Q2 would refer to Annex 2 of the FCCC (as in the
Ruceia propesal), SAUDI ARABIA noted that tho chsir’s designation of annexes should not prejudge
their inclusion in the instrument. Items to be included in the QELRO discussion include: coverage
(which gases, methodological issues, reporting); level and timing (what do these mean, what units, morc
than one gas, distribution of targets among Partics); floxibility (with CEITs—particularly baseline year,
1, emissions trading); consideratian of impacts on developing countrics; coordination and
communication of information; reporting and review of information; and voluntary application of
commitments by Annex Q1. The first item for discussion was coversge, i.¢., which greenhouse gases
not controlled by the Montreal Protocol will be included in the instrumeni.

The attached table summarizes 34 Parties stated positions on coverage of greenhouse gases and
inclusion of sinks during the discussion. ZIMBABWE asked for clarification of what gascs were
covered by the Montveal Protocol and CHILE suggested & Montreal Protocol approach with a list of
GHGr for mandatory inclusion (sources aud sinks), and a second, indicative list that would oventually
be tacklcd. Tho Chairman pointed out the differences between the Montreal Protocol and this
agreemont. CFCs are artificial and the object is climination, whereas no one is considering eliminating
GHGs. He proposed language such that anthropogenic cmissions by sources and removals by sinks of
all greenhouse gascs not covered by the Montreal Protocol be included, indicate criteria for action, and
then have an amendment procedure where this is reviewed and modified. Several Parties noted that the
usc of criteria in the agreement would lead to uncertainty in what is in and what is out, and that the
inclusion of mcthodologics in the text would be problematic.

The Chairman next took up the issue of gross versus net emissions, i.c., inclusion of sinks. There was
recognition that inclusion was an issue of methodology, but that sinks were an important mitigation
tool. NORWAY conceded that forcst sinks were not a permanent solution to atmospheric GHG
accumulation, but a valuable interim (ool, and indicated their sink estimates wers very roliable (as did
the USA). AOSIS, POLAND and JAPAN did not favor inclusion of sinks. HUNGARY favored
inclusion of sinks without netting. OPEC, INDONESIA, CHINA, and ICELAND also favored inclusion
of sinks.
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Positions on GHGs and sinks to be included in QELROs.

Country Coverage Sinls Comments
Kuwaitt Comprchensnive Yes
Norway Comprehensive, Yes  All sectors,
C02, N20, Ch4, SF6, FFCs,
HFCs.
UK (£U) 0T, CH4, N10 with SF6, All sources. Agree with USA that
PFCs, HPCs phased in by 2000. standard measurement is necded (IPCC).
Egypt Comprchensive.
Indonesia Comprehenstve, mitially Yes
focused on CO2, other GHGs
phased in.
USA Comprehensive, for GHGS With  Yes  Would there be an amendment
GWPs listed by IPCC. procedure to add gases? If new gases
are added by 2000, what is the
difference if the actual target is 20057
Canada Comprchensive. — Suggested [anguage from Art. 4.1(a) and
(b): For purposes of agreement,
QELROs shall apply to anthropogenic
cmissions by sources and removals by
sinks of all GHGs not controlled by the
Montroal Protocol.
Saudi Arabls Comprehensive. Ycs
Japan CO7Z, sources only. No For a legally binding agrecment,
acouracy is ncocssary end there is no
conscnsus outside of CO2. Other gases
may be added later.
Australia Comprchensive., Yes  Support Canadian Janguage.
Ceorgia Use recommendation of IPCGC.
Samoa Comprehensive, with initial No Adopt commitments for non-CO2 GHGS |
focus on CO2, at first Mecting of the Partice.
Iran Comprehensive. Yes
Chlle CO? A gas x gas approach which #dds non-
COZ GHGs later.
Hungary COZ, THY, NZ0, 2 stages of Ycs,  May bave one Lst of most accurately
commitments. but measured GHGs with stronger
no commitments, and & socond list with
net. sof\ commitments,
Poland COzZ, CH#, N20 With SF6, No —— Support EU approach. Gonsiders
FFCq, HFCs phasod in by 2000. uncertainties in einke greater than non-
Co2.
Qatar Comprehensive.
Kenys CO2Z as utial prionty,
Venezuela Comprehensive. Yes Teohnical problems can be dealt wilhi in
deadlines.
Nigeria Comprehensive,
United Arab Comprehensive.
Emirates
Marsoal Lsiands Comprehensive, with iniual Adopt commitments for non<COZ2 GHGs
focus on CO2, at fixst Meeting of the Parties.
Oman Comprehennive, Yes
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Republic of Kerca  Comprehoumve, Wilh injaal Note proposal a I
{ocus on ecrtain OHO3. peru. 268 of
FCCC/AGBM/1997/3/Add.1
Ruassia Limited to acourately measured
OHGs phasing in others.
| New Zealand CompreBendive, two-a1aged Yes  Oue [ist by gas and source for logally
spproach. binding commitmants, and & cacond lict
by gas and source/sink which is less
certain and weighted.
" Burlina Faso Comprehensive, with two lists, "The first list with GWPFs and the second |
the scoond to be phased in list which needs more work. An
later. approach similar to the Montreal
Protocol.
Thailand (G71/China) Comprcheasive, although there
are diverging views.
Kicibati Comprchensive, with inrtial Adopt commitments for non-C0OZ GHGs |
focus on CO2. at first Meeting of the Parties.
Seychelles Comprehensive, with irutial Adopt commitments for non
focus on CO2. at first Meeting of the Parties.
China Comprehensive. Yes
Costa Rica Comprehensive,
celand Yes
Mexico Comprehensive. Ycs
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Notes by David Doniger

The second session of this non-group, chaired by Brazil’s Gylvan Miera de Fihlo, addressed the
“nature”™ of targets and baselines. He encoursged delegates to leave discussion of proposed
numbers associated with targets until later, and to discuss today the form or nature the targets
should take.

Budgets. The U.S. summarized its proposal for an all-gas target on & multi-ycar budget basis,
with a budget period (3-10 year period). A number of other countries spoke in favor of multi-
year budgets: Japan (5 years, CO2 only), New Zealand (5 years, all gases, multiple budgets),
Norway (3-5 years, 6 gases), Russia (10 years, 3 gases), Canada (period unspecified, all gases).
The UK (for EU) said it saw “some advantage™ in budget periods and could support 3-5 year
budgets if the first budget period starts right after 2000 to give “continuity” with the current aim,
and if there is a strong compliance regime. (The US noted that all proposals, even those
commenclng with a target in 2005, crcate a gap between 2000 and that start date.) AOSIS
countries spoke in favor of single year targets. Poland suggested that the protocol could include

both single-year targets and multi-year budgets.

GWPs and Alternatives. Most countrics supported combining gases on the basis of their 100-
year GWPs, according to the [PCC mcthodologics. Japan urged a CO2-only approach, saying
that the GWPs and emissions methodologies are too uncertain. Brazil proposed basing the
protocol not on emissions, but on increments of realized temperature increase.

Baselines. Most countries spoke in favor of a 1990 baseline. Several countries (Canada, New
Zealand) suggested multi-year baselines (e.g., 5 year base-petiods)

Long-Term Objegtives. The UK (EU) referred to its proposed long-term concentration objective
of 550 ppm CO2. The AOSIS countries urged that the Protocol set the objectives of preventing
either a 2 degree temperature increase or & 20 centimeter sea level rise. The US spoke in favor
of the Japanese proposal that countries cooperate in work on a long-term objective, but that it is
premature 10 pick an Indicator now.

Banking and horrowing. There was general acceptance of banking, and vociferous opposition to
borrowing. US spoke in faver of both banking and borrowing. Only Norway offered qualified
support on borrowing.

Compliance. The UK (EU) stated that the US compliance proposals arc a good basis for
discussion. They supported elaborated requirements for inventories, data reporting, etc. The US
laid out its approach in detail, including linkages with emissions trading. Thailand (G-77/
China) and AOSIS countries urged additional penalty commitments for Annex 1 countries that
miss their aim to return to 1990 levels by 2000. Brazil and Costa Rica supported a “Green
Development Fund™ financed by a non-compliance charge on Anncx | countrics (bascd on cach
ton of emissions in éxcess of targets — in a separate presentation, Brazil suggested $10/ton).
Australia expressed concern about giving the Parties to the protocol open-ended authority to
elaborate enforcement measure; countries need to know in advance of ratification the nature of
the penalties they may face. Australia also supported providing Parties that exceed their targets
the right to renegotiate them.
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The Chairman, Mr. Takao Shibata of Japan, opened the session by emphasizing that this
group was to develop streamlined, consolidated text for further negotiations. Mr. Shibata
proposed to break the discussion into the following clements: 1) preamble & definitions, 2)
institutions & mechanisms, 3) review & compliance, The preamble section was discussed at
great length, with most Parties supporting a suggestion that Mr. Shibata draft a very brief
section of preamble language, based on the 10 proposals, but climinating duplication among
the proposals and also climinating selective references by making a blanket referral to the
complete preambles to both the Convention and the Berlin Mandate. Other views which were
raised included the desire of several Parties to keep the selective references to the BM &
FCCC because of the nuances expressed in those views, and the U.S. view that there should
be no preamble text whatsoever (although as a contingency, we also proposed providing Mr
Shibata with some of our own suggestions for preamblular text).

There was agreement on ensuring that the COP for the FCCC would also be the COP for
the new protocol, but there was not agreement on whether it would be sufficient to state that
only the Parties to the new protocol could vote on protocol matters (by referencing Article
17.5 of the convention) or whether it would be necessary to provide specifics for meetings of
the Parties to the protocol.

On the Secretariat, the Subsidiary Bodies, and the Coordination & Financial Mechanisms,
there was consensus to keep just one proposal which basically states that the institutions and
mechanisms established for the COP of the FCCC would serve also the Parties to the new
protocol (or instrument). '

[ran raised its concerns about the new financial mechanism proposed by the G-77, but
Mr. Shibata assured them that this mechanism would be discussed by the QELRO non-group.

On the revicw of implementation and compliance mechanisms, the Chairman noted the
duplication of ideas among three proposals, and requested that the U.S., Canada, and Japan
get together theruselves to develop consolidated text.

The group will reconvene on Monday.
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At last, the Methodological Work Programme Contact Group concluded its efforts to develop
text for SBSTA today. Basically, the group kept the consensus reached on the priorities of
the FCCC Secretariat’s tasks on methodological work for the biennium highlighting issues of
jmportance to the developing countries. Specifically, the contact group agreed to add the
following items to the recommended conclusions for SBSTA text: 1) the importance of
“regional balance™ bearing in mind the examples given in Article 4.8 for selecting the experts
to participate in the FCCC Sccretariat’s work programme, and 2) explicit request for the
FCCC Secrctariat to report on its progress to SBSTA, and 3) at the next session, the SBSTA
will begin to consider terms of reference for expert contribution to and review of
methodological documents developed by the Secretariat.
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TO: Delegation
FROM: Leslie Cordes _
RE: Article 4.1 Non-Group Meeting: 8/2 Morning session

The Article 4.1 non-group concluded its first reading of the text
at today's session. Upon completion, the Chairman expressed his
intention to have a clean (albeit heavily bracketed) text
available for delegates in the afternoon in the hope that
progress could be made for October's meeting of the non-group.

Notwithstanding specific changes which will be self-evident in
the new Chajirman's draft, several themes were evident during the
ceggion. The G77 and China reiterated their previous requests
for additional language in the text specifying the financial
resources that could be made available to developing countries to
help meet their existing commitments. Language on indicators,
sustainable management of sinks and reserxvoirs, and national
assessments of gcc impacts also prompted G77 and China
interventions on the need for additional funding mechanisms.

Additionally, the G77 and China added specific references to the
impacts language on the necessity of studying the "adverse
impacts [of climate change) on human settlements and their social
and cultural practices". OECD countries renewed their efforts to
prevent the addition of new text that merely repeated tha
language of the Convention.

The day concluded with a final intervention by the G77 and China
proposing the addition of a new paragraph in the text to
establish a fund for the provision of additional financial
resources for developing countries to assist them in the
implementation of their current Article 4.1 commitments. India
followed the G77 and China proposal with a strongly worded
statement decrying the inadequacy of Annex I's afforte to meaet
past commitments, and what he perceived as new commitments foxr
developing countries.
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List of Recipients for
Periodic Updates from the Climate Talks
Bonn, Germany
July 2 © August B, 1997

Agency Nama Telephone Fax
State Melinda Kimble (202) 647-3004 (202) 647-0217
State Rafe Pomerance (203) 647-2232 (202) 647-0217
State OES/EGC (202) 647-4069 (202) 647-0191
State Rodrigo Prudencio (202) 647-8745 (202) €647-0753
State Jack Schick (202) 647-4069 (703) 790-5736
state Barbara Cates (202) 647-2231 (202) 647-4037
State Sugan Gordon (202) €47-4069 (202) 647-0191
OSTP Rosina Bierbaum (202) 456-6202 (202) 456-6025
CER Jeffrey Frankel (202) 395-5046 (202) 295-6949
NEC Elgie Holstein (202) 456-5370 (202) 456-2223
oMB T. J. Glauthierxr (202) 395-4561 (202) 395-4639
Justice Lois Schiffer (202) s514-2701 (202) 514-0557
Jim Rubin (202) 514-4231
Commerce Jeffrey Hunker (202) 482-6055 (202) 4B82-4636
NOAA Terry Garcia (202) 482-3567 (202) 482-6318
Treasury Joshua Gotbhaum (202) 622-2220 (202) 622-2633
Interior Brooks Yeager (202) 208-6182 (202) 208-4561
USTR Jennifer Haverkamp (202) 395-7320 (202) 395-4579
Agriculture Charlie Rawls (202) 720-6158 (202) 720-5437
CEQ Dirk Forrister (202) 343-1060 (202) 343-1162
EPA Elaine Haemisegger (202) 260-02390
EPA Mary Nichols (202) 260-7400 (202) 260-5155
* David Gardiner (202) 260-4332 (202) 260-0275
Nancy Kete ' (202) 233-9598
DOE Mark Chupka (202) 586-5523 (202) 586-0861
DOT Frank Kruesi (202) 366-4544 (202) 366-7127
QVP Pete Jordan (202) 456-9501 (202) 456-9500
CEQ David Sandalow (202) 456-6543 (202) 456-2710
CEQ Steve Seidel (202) 395-3706 (202) 456-6546
AID David Hales (703) 875-4205 (703) B75-4639
WH Todd Stern (202) 456-2702 (202) 456-2218
L/OCES Evan Bloom (202) 647-1370 (202) 736-7115
NEC Gene Sperling (202) 456-2807 (202) 456-6687
CEQ Katie McGinty (202) 456-6224 (202) 456-2710
NEC Dan Tarullo (202) 456-5353 (202) 4%6-160%
Treasury Larry Summers (202) 622-1080 (202) 622-0081
NSC Jim Steinberg (202) 456-9480 (202) 456-9450
Treasury Bob Boorstein (202) 622-0486 - (202) 622-0073
NOAA Sally Kane (202) 686=-2744 (301) 427-2073
NEC Peter Orszag (202) 456-5358 (202) 456-2223
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To: Please See Attached Listing
From: USDEL/Bonn, Mark G. Hambley

Subject: Climate Change Negotiations, Update No. 4;
Report on Subsidiary Body and AGBM Meetings for July 30/31

This is one of a series of reports on the meetings of the Ad Hoc Working Group of the Berlin Mandate
(AGBM) of the Framework Convention on Climate Change and its three subsidiary bodies during their
July 28 to August 7 scssions in Bonn, Germany. This update provides informal observations on
activities from the afternoon sessions on Wednesday, July 30th, through meetings on Thursday, July
31st. We are also including more detailed veports prepared by other USDEL members, including a
wrep-up report prepared on the AG-13, SBSTA activities on July 30, and a report on the Climate
Technology Initiative. The most recent issus of ECO. the satirical rag prepared by the environmental
groups here (which is often critical of U.S. positions, subsidized, as it is, by the environment ministries
of Denmark, the Netherlands, and Germany has been sent to you separately. The final paragraphs of
this report can be used as a DAR item as desired or appropriate.
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Climate Change Update No. 4, for July 30/31: Estrada Opens AGBM with Elliptical
Criticism of U.S. Proposal; AG-13 Concludes, while SBI Approves a Budget

All Eyes On the AGBM

Although rmuch work remains in both the SBI and SBSTA, the attention of the
hundreds of delegates and observers attending the current climate change talks focused on
Thursday on the Ad Hoc Working Group of the Berlin Mandate (AGBM) which held jts
first plenary on the moming of July 31. Prior to the session, the Chairman, Ambassador
Raul Estrada of Argentina, briefed all JUSCANZ members (US, Japan, Canada, New
Zealand, Australia, Switzerland, Norway, Turkey, Korca, and Mexico) about what he
expects this sessiop to accomplish. Nothing new was said that we have not already
heard. The Chair outlined his hopes for the scssion and called on governments to show
flexibility. In & dig at Australia, he noted that there are two camps of differentiators -
those (like Japan and Norway) who want to use differentiation to reduce (or limit)
greenhouse gases through their proposals — and “the other camp.” (meaning Australia).
He did not mention the U.S., but listened patiently to our reiteration of the imporiance we
attach to structure over numbers.

U.S. Position “Criticized”

The Chairman saved his criticism of the U.S. for a more public forum. In his
opening remarks to the plenary, he emphasized repeatedly that we (the delegates) must
respect the Berlin Mandate, He indicated that he has beard “voices™ which want to
expand this mandate. To these voices he responds: “we must comply with the mandate;
not reform it.” He mentioned (as he has to us on repeated occasions at this and eazlier
meetings) that for those trying to expand the Berlin Mandate, there are ways in which this
can be done. He noted that proposals can be submitted to the Conference of the Parties
and to the Subsidiary Body on Scientific and Technological Advice (SBSTA) or the
Subsidiary Body on Implementation (SBI). He stated that the Berlin Mandate aims to
establish new commitments for Annex | Parties and imposes no new obligations on
developing countries. He recalled that the Berlin Mandate had been adopted because it
had been dstermined that developing countrics - having recognized that they must take
the lead in addressing the climate change problem - had decided that the voluntary goal
of reducing greenhouse gas emissions to 1990 levels by the year 2000 was inadequate.
With the exception of a few (sic: only two by our current count) countries, as 2 group,
Annex | was failing to reach this voluntary aim.
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But So is the “Greener” EU

Later in his remarks, Estrada said that two important Parties (read Japan and the
U.S.) still need to come up with numbers. However, our erstwhile “green” European
colleagues did not escape unscathed. Estrada called their call for 15 percent reductions
by the year 2010 a “positive step.” Yet, he said that we need some “precision” as to how
this obligation will be met. In this regard, he referred to Article 22.3 of the Convention
which, in the context of ratification, acceptance, and approval, of accession to the
convention, specifies that in their instruments in this regard, regional economic
integration organizations “...shall declare the extent of their competence with respect to
matters covered by the Convention.” This point has been made to the EU on several
occasions by Australia.

Other Speakers

Also speaking at the morning plenary were the Canvention Executive Secretary,
Michael Cutuyar and the head of the JPCC, Prof, Bolin. Cutuyar made two points. He
said what is needed in Kyoto is a clear agreement ~ implying (quite correctly) that parts
of the existing convention ((especially Articles 4.2 (2) and (b) on developed country
obligations) are confusing. His second point focused on the desired result from Kyoto:
an agreement which sends a strong signal that is verifiable. Prof. Boln, meanwhile,
repeated many of the themes he has made in the past. These include his assertion,
drawn from the science, that this is a global problem which will require cooperation and
participation by all Parties, developed and not, if it is to be appropriately addressed.

Following these addresses, the Chair opcned the floor for general comments
and/or elaborations on proposals submitted since the last meeting in April. These were
made by Tanzania (speaking on behalf of the G-77/Ching), Luxembourg (for the EU),
Brazil, Russia, Slovenia, Uzbekistan, Japan, Saudi Arabia and Zimbabwe (speaking for
the Africa group), and the U.S, among others.

A Warning from the G-77/China

Of these, the most interesting (aside from ours, of course) were the ones by
Tanzania and Zimbabwe. Saudi Arabia emphasized its views on “compensaton”, while
Zimbabwe stressed the importance that any target (QELROS) should also be
accompanied by a full socio-economic assessment of its impact. Tanzania echoed the
Chairman by noting thar the agreement had to be based on the convention and the Berlin
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Mandate. The delegate read from the convention and the Berlin Mandate the pertinent
phrases which describe the common but differentiated responsibilities of Annex I and
developing country Parties. He concluded that “conceming any other proposals,” the G-
77/China will be cooperative but that this cooperation will be guided by two yard sticks —
“the Convention and the Berlin Mandate.”

Speaking for the U.S., Dr. Jonathon Pershing once more performed exceptionally.
His tone was one of conciliation and cooperation. His remarks were both forceful
(emphasizing the importance of “structure™ over “numbers” and flexibility among other

things). We are transcribing his remarks and will send a copy With tomorrows Update
No. 5. .

First AGBM Meetings Moving “Glacially”

The AGBM began its deliberations on Thursday afternoon. Two negotiating
groups met, one on Article 4.1 and the second on QERLOS. Neither sparkled. The
former got through one long and two short introductory paragraphs which all have many
brackets. QELROS was largely devoted to explanations by various countries of specific
positions — OPEC in favor of compensation and the EU and U.S. differing positions on
what gases, sources and sinks to include were two of the subjects addressed, in addition
to several scientific tangents addressed by the renowned Brazilian Chair (who is the head
of Brazil's space agency) which went over the heads of many in the audjence (with the
undoubted exception of our Dr. Pershing who was certainly in his element.

On Friday, the first meeting of the third negotiating group - the one on
institutions — will also meet. To everyone’s surprise, Do group was established on
policies and measures. There may be two reasons for this: First, the UK's Peter
Unwin’s refusal to agree to chair the group (the UK was allegedly concerned about 2
possible conflict of interest) and, second, the Chair’s unhappiness with the EU’s failure,
thus far, to come up with a new policies and measures (PAMs) proposal as requested by
the Chairman at the April meeting.

Whither PAMs?

In this regard, we asked the EU at the July 30 Common Interest Group meeting
(see below) if the EU is preparing such a report. The Nethcrlands representative told us
no (although their proposal is being amplified. We know this not 1o be the case. We
believe we have seen the EU circulating, 1o sclected Annex I non-EU members, a paper
on policies and measures. We will try to lcam more tomorrow at our daily JUSCANZ
mecting.
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Some Progress in SBI and SBSTA

Other developments occured in the SBI and SBSTA during the late evening hours
on July 30 and during July 31. For one thing, the SBI approved a budget which, from
our point of view, contains two positive features (despite a sizeable reduction from the
figure proposed): First, it contains a contingency for conference services which, in the
past, had been paid for by the UN system (the budget report prepared by the Secretariat)
had contained some wishful thinking, in our view, about the “possibility” that the UN
would continue to subsidize these expensive ($2 million maybe?) activities. Secondly,
despite China’s loud protests, Dan Reifsnyder finally persisted in having contingency
funds for a post-Kyoto process included in the budget. '

On arrangements for NGOs (always a touchy topic here), Dan also was alert
enough late in the night on July 30 to prevent the SBI from forwarding a “decision” to the
COP for its approval. Instead, the SBI agreed that the matter of NGO arrangements will
continue to be discussed, The Secretariat had proposed a number of suggestions
regarding this topic which made different groups of NGOs unhappy (from matters
involving accreditation to others involving their participation in meetings). '

Even SBSTA reported some progress. The contact group on the division of labor
between SBSTA and SBI finally wrapped up its draft decision for the COP late on
Thursday afternoon. Thanks to the paticnce and good will shown by the DOE's Richard
Bradley and Debbie Stowell and other delegates who put up with continuing shenanigans
by our German and British colleagues, this draft decision - if approved . will autherize
joint meetings by the two subsidiary bodies if these are desired. (In fairness, this was a
British proposal, initially nixed by China and Malaysia, who were persuaded by the
logical defense provided by Dr. Bradley.)

- NGO Concems

One point on which NGOs are united is in their criticism of Chairman Estrada’s
decision to exclude them from the negotatiating sessions. This point was the subject of 2
long piece in ECO yesterday (practically the only item, so we have not sent it to
addressees, although we note it for this informal record here). Busincss groups
complained that no one (including ourselves) had raised the access issue in the SBI orin
the AGBM. We told them that we had done so in both private and group meetings with
Esrtrada. The Chairman has agreed to meet regularly with NGOs to brief them on
developments, although it is not clear when this procedure will start..
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Other issues/questions raiscd by the eavironmental NGOs were several rather
caustic ones regarding our failure to produce a number and a few on how our raising of
the “cvolution” issue will threaten to explode the meeting apart. (“Didn't you guys listen
to the Chairman and other speakers this momning, they asked?™).

Business NGOs raised a wider variety of inquiries. These included queries on the
impact of the Byrd Amendment (did we agree with Tim Wirth’s comment that this
“helps” us), ratification escape clauses, a query about the availability of the working
papers from the negotiating sessions, to a request for the specific details of our strategy
towards developing countries in the “new circumstances.” Using the combined
eloquence of Reifsnyder, Pershing, Doniger, and Even Bloom from L/OES, we were as
responsive to all of these as usual.

We met with representatives from almost all of the Annex | Parties in a Common
Interest Group (CIG) mesting chaired by Canada for 90 minutes late in the evening on
July 30. No new ground was opened. We had hoped to have used this occasion to
present our proposals for a U.S/EU compilation text on Article 4.1 during this meeting,
but its release had not as yet been authorized. Peter Unwin of the UK (speaking for the
EU) must have been clenching his teeth when he repeated the now tiresome EU refrain
that all discussion of structure must first await an elaboration of numbers. We countered
with our own, contrary view.

At several points, we suggested that Annex I should identify areas where there is
broad agreement or potentially compatible texts and try, in small groups, to assist the
proposed working groups for the AGBM by trying to forge agreement among oursclves.
Although several countries nodded agreement, the EU said that it could not do so (with
specific reference to our flexibility clauses) because this would be crossing the line with
regard to the EU’s insistence on seeing numbers before dealing with structure, We have
agreed within JUSCANZ 10 go ahead with our proposal anyways among ourselves,
drawing in the Russians and other non-EU CIG members as appropriate. (Note:
Usually, the CIG is an OECD deliberative body; we decided several meetings ago 10
cxpand it to include all of the economies in transition and Russia. End Note.)

Muted Reaction, Thus Far, to Our 4.1 Paper

We have had little response as yet to our proposed 4.1 paper which endeavors to
take on board views on this topic expressed by the EU and other Parties and which
follows the basic EU format. Cornelia Quenett of Germany indicated her pleasure on the
last point, but followed this with the unhelpful comment that parts of it go beyond the
Berlin Mandate. We did introducc it at the 4.1 negotiating session on Thursday
afternoon and at JUSCANZ. Of the two, the lattor countries expressed the most support
(understandably), although we cxpect some suggestions from even our closest allies in
this process. We will report more on reactions to this paper as timc goes on. Suffice it
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to note that it is not viewed by anyone (at least thus far) as being a response to the Byrd
amendment. We are concerned that we have lost valuable time and have certainly upset
the strategy we had anticipated using 10 gain broader support for this effort and to
introduce it as & genuine U.S. (if not JU SCANZ)-U composite text.

The following paragraphs can be used as a DAR item as desired or appropriate:

Climate Change Update No. 4 for July 30/31: Estrada Opens AGBM with Elliptical
Criticism of U.S. Proposal

Although much work remains in both the SBI and SBSTA, the attention of the
hundreds of delegates and observers attending the current climate change talks focused on
Thursday on the Ad Hoc Working Group of the Berlin Mandate (AGBM) which held its
first plenary on the moming of July 31. In his opcning remarks to the plenary, Chairman
Estrada emphasized repeatedly that we (the delegates) must respect the Berlin Mandate.
He indicated that he has heard “voices” which want to expand this mandate (read “the
USA™). To these voices he responds: “we must comply with the mandate; not reform it.”
He mentioncd (as he has to us on repeated occasions at this and earlier meetings) that for
thosc trying to expand the Berlin Mandate, there are ways in which this can be done. He
noted that proposals can be submitted to the Conference of the Parties and to the
Subsidiary Body on Scientific and Technological Advice (SBSTA) or the Subsidiary
Body on Implementation (SBI).

The AGBM began its deliberations on Thursday afternoon. Two negotiating
groups met, one on Article 4.1 and the second on QERLOS. Neither sparkled. The
former got through one long and two short introductory paragraphs which all have many
brackets. QELROS was largely devoted to explanations by various countries of specific
positions. More later. (Hambley).
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The Chairman, Tibor Farago, proposed a delay in the start of the afternoon SBSTA
meeting so that the two contact groups (Methodological Work Programme and SB Division of
Labor) could conclude their work with draft recommendations for the full SBSTA meeting.

In the morning session, the Methodological Work Programme Contact Group Co-Chair,
Harald Doviand, indicated that the contact group had come to consensus on a
recommendation of the priorities for funding the various tasks proposed by the FCCC
Secretariate for the biennium period. Specifically, the contact group recommended the
highest priority for Tasks A under emissions inventories, high priority for Tasks B
projections, and priority to Task C3 evaluating effectiveness of mitigation policies and
measures, and Task D2, assessing adaptation strategies and technologies. The SB Division of
Labor Co-Chair, Mark Hambley, indicated that this contact group was making good progress
and hoped to complete its work in time for the afternoon session.

The G-77/China and several other delegations raised the issue of International
Technological Assessment Panels (ITAPs), specifically asserting that geographically balanced
ITAPs, composed of representatives of SBSTA, should be formed to carry out the specific
methodological work rather than the FCCC Secretariat. (One delegation noted that it
discontinued attendance at the Methoadological Work Programme Contact Group because it
objected in principle to the recommended workplan for the FCCC Secretariate, thus dissenting
from the contact group recommendation). The Chairman agrecd that the SBSTA would
discuss ITAPs at the next session of the SBSTA in October, although he also suggested that
developing countries which support this concept should provide further information to identify
the issues for which ITAPs would be nceded to address.

Then, the SBSTA heard presentations on the climate change work being conducted by
the following organizations: the Integrated? Ocean Commission (10C), the Global
Environmental Fund (GEF), the World Meteorological Organization (WMO), United Nations
Environmental Program (UNEP), and the Intergovernmental Panel on Climate Change (IPCC).
Bob Watson of the IPCC indicated that he would welcome further comments from SBSTA
and/or from Parties, highlighting a suggestion to indicate specific policy questions for the
IPCC Third Assessment Report to try to answer by mid-January of 1998 for inclusion for
consideration by the IPCC in preparation for finalizing the structure of the TAR by the IPCC
Bureau meeting in March. Australia noted that in addition to assessing all of the climate
change activities being conducted by the organizations which gave presentations at today's
SBSTA meeting, the IPCC should also consider climate change work being conducted by
other organizations, specifying the IKO and IMO as examples.

The Methodological Work Programme Contact Group completed text to recommend the
funding priorities for the various tasks proposed by the FCCC Secretariate for the biennium
period. In addition, although the group had recommended specific budgetary amounts for the
FCCC Secretariate tasks, the group agreed to the U.S. suggestion that the budget
recommendations were “indicative™ of the priorities set by the contact group, and that the
FCCC Sceretariat would be able to allocate whatever resources were ultimately approved by
the SBI according to the contact group's prioritics. The Contact Group also agreed to strongly
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support the methodological work of thc other organizations, including [PCC, OECD, IEA,
UNEP, and UNIDO.

SBSTA Mesting Summary, Wedncsday Aftermoon, July 30:

_ SBSTA continued its discussion of the technology transfer issues, with general support for
the transfer of technology to reduce GHG emissions to developing countries, although several
Parties highlighted the need for private sector involvement.

SBSTA egreed to have & small working group meeting with the IPCC to discuss further
the issues Partiecs/SBSTA. believe should be addressed by the Third Assessment Report. In
addition, SBSTA agreed to compile, by January 20, 1998, a document containing further
suggestions for the TAR.

The Methodological Contact Group presented its draft recommendations to the SBSTA,
but some Parties, including the G-77/China, requested more time to contemplate the draft text,
because a few of their members could not agree with the recommended workplan for the
FCCC Secretariat. The G-77/ China group agreed to finish its consideration so that an
informal group could convene by Friday to make final recommendations (o the SBSTA. The
SB Division of Labor Contact Group also agreed to finish its rccommendations in the next
foew days so that the SBSTA could review and adopt its recommendations by the Tuesday
closing session.
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Notes: July 30, 1997
AG13 - 4th (Final) Meeting

During the final meeting of the AG13, delegates reviewed the draft text of the
Secretariat’s report on this session. The report noted agreement by the AG13 to “alm to
complete its work by COP-3," language with which several delegations (Iran, Saudi
Arabia, EU, Switzerland) took issue, hoping to see a more forceful phrasc mandating
completion of the AG13 effort by that time. With some minor modifications, the
Secretariat’s text proposal on this point was accepted by all delcgations, More :
contentious, however, was the working text for creation of the Multilateral Consultative
Committee, which some delegates felt did not accurately include comments and issues
raised during the preceding meetings. In particular, Irsn and Saudi Arabia sought to re-
introduce the issuc of “financial and technical” vs. “sonsultative” assistance as discussed
in paragraph 2 of the text. After lengthy discussion, the Secretariat’s draft was accepted
as an accurate rendition of disenssion during previous meetings.

For its part, China noted that paragraph 5 of the text, which outlines the Committee’s
mandate, did not accurately address the still undecided issue of questions raised by 2
party about a separate party’s implementation of the FCCC, a possibility unacceptable to
China and other delegations. New bracketed text was added on this issue noting the
unresolved nature of the issue. Finally, the U.S. delegation corrected bracketed text,
aimed at avoiding duplication of other FCCC (financial and technical) assistance efforts,
submitted the previous day. This text was restructured as a stand-alone item in paragraph
5 to highlight it as a point of important discussion in subsequent AG13 sessions.

To close the session, the Chair noted that although this had not been “an easy session,”
the group had madc positive progress towards drawing out the essence of the issues that
will form the nuclous of dehate in future sessions. He summarized these issues to include
the nature of assistance to be leant by the Multilateral Consultative Committee, which
party may trigger proceedings of the committee (i.c., if one party may introduce questions
about separate party’s implementation), and the uncertain impacts of any agreement
resulting from Kyoto. The next session of the AG13 will take place in conjunction with
post-Kyato meetings of the SBSTA and SBI (although scheduling conflicts with
meetings of the Subsidiary bodies will be avoided.)
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Climate Technology Initiative (CTI)

The Climate Technology Initiative (CTI) Ad Hoc Group organized four side meetings on the
margins of the first three days of the subsidiary body meetings. Monday, 7/28 - The CTI

Chair, Mr. Seiji Oshima hosted a_working dinner for CTI Task orce Chairs and key advisors.

The US was represented by Jonathon Pershing, Acting Chair of Task Force 5: Technology
Prizes, Rick Bradley, Bob Dixon, Chair of Task Forcc 2: Technology Aspect of National
Plans, and Paul Schwengels, Chair of Task Force 3: Technology Networking and Capacity
Building. Tuesday, 7/29 - The Ad-Hoc Group met to discuss a full agenda including reports
of Task Forces and several action/decision items. Highlights include the following:

- Task Forces including the US-lead activitics, and the Task Foree on CO2
removal/sequestration, Chaired by Japan reported progress — the Networking Task Force
iumrimmponmmchnalagyommdnmrksmprovidedwmppoﬁmFCCCexpeﬁ
meeting on this subject and reported in the Secretariat paper on Technology Transfer. All
Task Forces report continued frustration at the lack of participation by most of the CT1
member governments in their activities.

- The IEA Governing Board (in its April Meeting) discussed CTI, expressed strong support
and offered to assist the CTI group in enhancing member government involvement.

- The CTI Chair has contacted other international and business organizations - ¢.g., E-7, ISO
-- and has received expressions of interest from several. Follow-up contacts were discussed
notably organizing a scminar for those organizations to present information on their Climate-
relevant technology activities at the next SBSTA. The status of ECO-Japan 97, 2 technology
exhibition and symposium o be held in conjunction with COP3 was discussed. CTI will
participate in the symposiom. Other ideas for participation in COP3 were introduced and
discuss, to be revisited at the next CTT meeting,

- The next meeting will be scheduled in conjunction with the Annex ] Experts meeting in
Paris in late-September, as the next round of negotiations will likely be extremely busy.

- i ing - A small groups of CTI mcmbers
met to discuss a proposal by the Chair for a CTI symposium possibly to be held in Beijing.
The group agreed that the symposium should be tentatively scheduled for Spring 98 or late,
should be regional in character rather than focused on one country, and should involve active
participation/cosponsorship by industry groups. On this basis members will look for support
within their own governments and private sectors and discuss this further at the next Cl
meeting.

Wednesday, 7/30 - CTI Seminar on Capital Stock Tumover - Over the lunch period the CTI
Group hosted a seminar on capital stock tumover and it implications for technology choice.
Presentations by Ken Friedman of IEA, J.R. Spradley of Campbell and Graves, and Xu
Huagqing of the Energy Rescarch Institute of China provided useful information on rates of
stock turnover in different economic sectors, factors affecting these rates and implications for
policies to reduce GHG emissions.
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List of Recipienteg for
Periodic Updates from the Climate Talks
Bonn, Germany
July 28 to August 8, 1997

Agency Name Telephone Fax
State Melinda Kimble (202) 647-3004 (202) 647-0217
State Rafe Pomerance (202) 647-2232 (202) 647-0217
State QES/EGC (202) 647-4069 (202) 647-0181
State Erica Keen (202) 647-9592 (202) 647-0753
State Jack Schicgk (202) 647-4069 (703) 790-5736
State Barbara Cates (202) 647-2231 (202) 647-4037
State Susan Gordon (202) 647-4069 (202) 647-0191
QSTP Rosina Bierbaum (202) 456-6202 (202) 456-6025
CEA Alicia Munnell (202) 395-5036 (202) 395-6958
NEC Elgie Holetein (202) 456-5370 {202) 486-2223
OMB T. J. Glauthier (202) 395-4561 (202) 395-4639
Justice Lois Schiffer (202) 514-2701 (202) 514-0557

Jim Rubin (202) 514-4231
Commerce Jeffrey Hunker (202) 48B2-6055 (202) 482-4636
NOARA Terry Garcia (202) 482-3567 (202) 482-6318
Treasury Joshua Gotbaum (202) 622-2220 (202) 622-2633
Interior Brooks Yeager (202) 20B-6182 (202) 208-4561
USTR Jennifer Haverkamp (202) 395-7320 (202) 395-457%
Agriculture Charlie Rawls (202) 720-6158 (202) 720-5437
CEQ Dirk Forrister (202) 343-1060 (202) 343-1162
EPA Elaine Haemisegger (202) 260-0290
EPA Mary Nicholsa (202) 260-7400 (202) 260-5155

David Gardiner (202) 260-4332 (202) 260-0275

Nancy Kete {202) 233-9598
DOE Mark Chupka (202) 586-5523 (202) 586-0861
DOT Frank Kruesi (202) 366-2222 (202) 366-3997
ovp Pete Jordan (202) 456-9501 (202) 456-9500
CEQ David Sandalow (202) 456-6543 (202) 456-2710
CEQ Steve Seidel (202) 295-3706 (202) 456-654¢
AID David Hales (703) 875-4205 (703) 875-4639
WH Todd Stern (202) 456-2702 (202) 456-2215
L/OES Evan Bloom (202) 647-1370 736-7115
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28 July 1997

To: Please see attached listing M/

From: USDEL/Bonn, Mark G. Hambley

Subject: Climate Change Negotiations, Update No. 1: Report on
the Initia) Subsidiary Body Meetings for Monday, July 28

This report covers activities at the meetings of the Ad Hoc Working Group of the ? )
Rerlin Mandate (AGBM) of the Framework Convention on Climate Change (FCCC) and LT
its three subsidiary bodies during their July 28 to August 7 sessions in Bonn, Germany.
This update provides an unofficial overview of key events from Sunday, July 27th
through the initial moming sessions on Monday, July 28th.  Although this report is
unclassified, it is not intended for use outside the U.S. Government. We are also
including a copy of the first edition of “ECO”, a periodic publication partally funded by
contributions from the environment ministries of the Netherlands, Denmark, and
Germany, which provides a unique, although heavily biased, account of the proceedings.

FCCC Update No. 1: SBSTA and the SBI Begin Tackling Tricky [ssues of Budget,
Division of Work, and Methodology During Busy Morning Sessions

SBSTA and SBI Open on Work Program, Budget, and Methodology Issues

In the absence of the fanfare or long orations which usually accompany the
opening moming sessions of the climate negotiations, both the Subsidiary Body on
Scientific and Technological Advice (SBSTA), under the chair of Hungary’s Tibor
Farago, and the Subsidiary Body on Implementation (SBI), under the chair of
Mauretania’s Mahmoud Al-Ghaouth, launched into their detailed agendas.  In the case
of the SBY, this involved only a 75-minute truncated session. The SBI's opening was
delayed until SBSTA could consider an agenda item shared by both bodies, that
involving the division of labor between the two bodies.

After an initial discussion, the SBSTA referred this matter to a contact group to
be established in cooperation with the SBI. The SBI endorsed this approach, and the
group was established under the co-chairmanship of the U.S. (Hambley for SBSTA) and
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the SBI Vice Chair (country identity still fleeting). SBSTA also reswrrected its contact
group on methodologics under the chair of Norway.

Difficult Budget Discussions Looming

The remainder of the SBI’s moming session was devoted to preparations for the
detailed discussion of the budget which will take place informally during the July 28th
afternoon session. Although the SBI Chair plus the FCCC Executive Director, Michael
Cutuyar, both emphasized the importance they attach to resolving budget issues at this
meeting, the issues raised in the document submitted by the Secretariat for review make
this goal somewhat problematic. OECD countries, as the donors, will be meeting this i
afternoon in an effort to find some common ground. However, it is clear that the EU is
only now just awakening to the implications of some of the figures and to some of the
apparent contradictions flowing from the documents proposed for the division of work
between the SBSTA and the SBL. OQur first soundings indicate that our concerns about
particular points of emphasis and the overall total are broadly shared by other OECD

partners.

Trouble Brewing from the G-77 and China, Too

It is also apparent that the G-77 and China (and, especially, China, Saudi Arabia
and the Philippines) intend to have their voices heard at this session. During the SBI
discussions, China’s esteemed but laborious Prof. Zhong caustically drew the Chair’s
attention to the fact that the budget for 1998 makes no provision for the holding of COP-4
during that year despite two interventions made by the G-77 and China at earlier meetings
that this is mandated by the Convention. (Both the Secretariat and most of the OECD
favor COP-4 1o be held in 1999, in part because China wants to postpone consideration of
annexes at COP-3 this December.)

The Philippines suggested that the SBI discuss the myriad of amendment
proposals which have been circulated (the Chair stated —~ somewhat incorrectly in our
view -~ that these discussions would have to take place at the AGBM, something that
Chainmnan Estrada is known to oppose), while Saudi Arabia and Kuwait asked for deletion
of the item about the UNGAs Special Session discussion on climate because this had
produced “nothing new or consequential.” The Chair declined to do so, although he
acknowledged that this discussion were be “perfunctory.”
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NGO Concems

Industry representatives have sought & meeting with us on Monday evening to
express concern about the Secretariat’s proposals concerning NGO participation in the
FCCC process. This matter is scheduled to be debated in the SBI on the afternoon of
July 29th Industry and environmental NGOs have both taken issue with their exclusion
from the “non/non” contact groups established by AGBM Chairman Estrada at the last
meeting and by the supposition that this exclusion will continue at this and at the next o
meeting. . i

Industry is also concerned at the “criteria” being proposed for determining which
NGOs can be accredited to attend meetings and by the nature of the formal consultative
mechanism being proposed. Environmental NGOs have yet to pronounce on these latter
points, We noted that NARUC Chairman Dave Johnson is in town, as well, and we are
likely to hear more about his standing complaint about difficultics working with the third
NGO entity, local authorities, in which they do not really seem to fit.

In addition, the environmental NGOs have asked us to include a representative
member on our delegation. We responded negatively for the purposes of this
negotiation and remained uncommitted with regard to future meetings. The enviros tell
us that they can now come up with an individual acceptable to all shades of
environmental opinion, even if industry is unable to do so.

Much Interest in the Byrd Resolution

As expected, there is much intereest here in the Byrd resolution and in fts
implications for U.S. policy. One senior British delegate expressed mock surprise that
the U.S. even bothered 1o show at this meeting after reading the text of the resolution..
Other observers appear to accept our assertion that this resolution, while not binding,
supports the contention which we made in our maiden intervention at AGBM-1 in August
1995 in which we had emphasized that the climate change problem has global
implications which require global solutions. We will be passing out copies of the
resolution to AGBM Chairman Estrada and to a few other sclect delegates.
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Other Topics Including Proposed ACAP and U.S.-EU Discussions

On the muginsoftheofﬁcialgathcﬁngs,mhawdimuedﬁu]\hwhﬂwd
proposal for an Annex I ministerial in October and additional ACAP and U.S.-EU
discussions. The UK's Peter Unwin agrees with us that any Annex I meeting should be
held after the October AGBM meeting and not before. In addition, he endorsed the idea
of smaller U.S.-EU and U.S.-EU “plus” gatherings prior to Kyoto (the latter to include
Japan and Canada and possibly New Zealand; no mention of Australia). This latter
meeting could take place in early November.

Unwin underscored the strong resistance among several key EU members to
having any “structure™ discussions with the U.S. without discussing numbers. Unwin
understands our position on this point, however, and suggested that a way could be found
to accommodate EU concerns. In any case, Unwin reiterated that he could only speak
for the UK, and that a decision about these consultations would have to be taken in
conjunction other concerned Europeans.

Regarding follow-on ACAP talks, we will have to await the arrival of senior New
Zealand and Australian delegates (Australian MinEnvironment Secretary Roger Beale,
Ambassador Howard Bamsey, and Ministry of Foreign Affairs and Trade’s Meg
McDonald are all in London pressing their differentiation case as a follow-on to their
Washington visit; the Kiwis are set to arrive tomorrow).

Canada’s Peter Fawcett likes our ACAP proposal, although he is pulling an
eileen and transferring abruptly to Copenhagen in two week’s time and not staying with
this process until Kyoto, Fawecett's place is being taken by Jennifer Irish who will be
well-known to USUN hands from her four years at the Canadian Mission in New York.

A Japanese “Surprise” Coming Qur Way?

Meanwhile, our Japanese colleagues may be coming up with some additional
mischief. A senior member of the Japanese delegation (from the Environment Agency)
informed both Daniel Reifsnyder and myself separately that Japan has some “numbers™ it
wishes to discuss with us following Ambassador Tanabe’s arrival in Bonn tomorrow.
This delegate strongly implied that Japan may introduce these “targets” at this meeting.
He noted, as has been the clear message from the Japanese for the past few weeks, that
Prime Minister Hashimoto has instructed Japan to coordinate carefully with the U.S.
However. we have been given no indication as to whether, or how, we can influence the
Japanese decision to issue numbers.
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In a related development, the British tell us that they have heard that the Japanesc
also intend to issue numbers at this meeting; this appears to us to be an obvious plant by
the Japanese environment agency which is known to be pressing for an carlier
announcement of numbers than is favored by MITI which prefers adopting a wait (for the
U.S.) and see antinde.  We will be waiting to see with interest what the Japanesc have
in mind!
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The following paragraplis can be used as a DAR item as desired or appropriate:

FCCC Update No. 1:  SBSTA and the SBI Begin Tackling Tricky Issues of Budget,
Division of Work, and Methodology During Busy Morning Sessions

In the absence of the fanfare or long orations which usually accompany the
opening morning sessions of the climate negotiations, both the Subsidiary Body on
Scientific and Technological Advice (SBSTA), under the chair of Hungary’s Tibor
Farago, and the Subsidiary Body on Implementation (SBI), under the chair of
Mauretania’s Mahmoud Al-Ghaouth, launched into their detailed agendas. In the case
of the SBI, this involved only a 75-minute truncated session. The SBI's opening was
delayed until SBSTA could consider an agenda item shared by both bodies, that
involving the division of labor between the two bodies.

,P’ I.

The remainder of the SBI's moming session was devoted to preparations for the
detailed discussion of the budget which will take place informally during the July 28th
afternoon session. Although the SBI Chair plus the FCCC Executive Director, Michael
Cutuyar, both emphasized the importance they attach to resolving budget issues at this
meeting, the issues raised in the document submitted by the Secretariat for review make
this goal somewhat problematic. OECD countries, as the donors, will be meeting this
afternoon in an effort to find some commor ground. It is also apparent that the G-
77 and China (and, especially, China, Saudi Arabia and the Philippines) intend to have
their voices heard at this session. During the SBI discussions, China'’s esteemed but
laborious Prof, Zhong caustically drew the Chair’s attention to the fact that the budget for
1998 makes no provision for the holding of COP-4 during that year despite two
interventions made by the G-77 and China at earlicr meetings that this is mandated by
the Convention. (Both the Secretariat and most of the OECD favor COP-4 to be held in
1999, in part because China wants to postpone consideration of annexcs at COP-3 this
December.) :

[t is also apparent that the G-77 and China (end, especially, China, Saudi Arabia
and the Philippines) intend to have their voices heard at this session. During the SBI
discussions, China drew the Chair’s attention to the fact that the budget for 1998 makes
no provision for the holding of COP-4 during that year despite two interventions made by
the G-77 and China at earlier meetings that this is mandated by the Convention. Both
the Philippines and Saudi Arabia raised additional complaints, some substantive, others
not, that appear to indicate a potentionally disruptive tone which they may adopt as the
week progresses (or degresses, depending on one’s point of view). (Hambley)
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mate change Jetection cffons. There is increas-
ing coneem in the scientific community that the
quality of basic climaiological data availahie
internationally is declining. Thesc cutbacks arc
' conteavention of comimitments made in Asti.
vle § of the FCCC.

Article S .- Research and Sysiematic Obser-
vation = requires thal Panics “Support and fur-

iher davalop. a$ appropriate. international and '

interaovernmental programmes and networks
v organizations aimed ul defining, conducting,

assessing and financing research, data collec-
tion and systematic observation.” Arucle 5(b)
commits panties 1o “support internarional and
intergovamment efforts (o swengthen sysiem-
alic obsarvation...”

The World Research Climate Program
mects this August In Geneva Lo discuss moni-
toring and research and the effects of declining
resources. SUBSTA must reaffirm its commit-
memt 10 Anicle 3 ai this sixth sesslon und for-
mally communieate 10 the World Roscareh Cli-
mate Program at its mecting on the nead 10
strengthen climate monitoring and assessment
programmes.

The Cash-free Method?

by Gill Hare, Gresnpeace Internarional
The Work Programme and Budget for the Con-
vetiion Secratadat for the period 1998 and 1999
we of ¢ritical significance far the implementation
of the conventian and af whutever agreements
are made in Kyvolo 1o reduce emissions,

The integrity of inveniary methodalagies,
il quatity of the work on memhodological issues

"JSSUE NO 1.

S .VOLUME XCVI =~

and capacily 10 asscss the projections of emis.
sions are a1l fundumental Lo (he fullilmeat of (he
Convention’s objectives. Without the highest
quality sdvice in thesa arcus Partics can have
litle confidence (hat emission obligations ace
being met. The adaption of lcgally binding obli-
aationg in Kyoto. as well as the patential for the

continued on

back ptige. col. | |
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Giving SUBSTAn¢E
to the TAR

"The Sixth Session of SUBSTA will consider
furthes the strucrare and content of the PCC's
Third Scientific Assessment Report (TAR).
Four Parties. China, Egyp!, the Netherlands on
behatf of the EU and Switzerland, have submit-
red views. Tssues of timing, process and conient
have been raised.

China would like the TAR 1o focus on clear-
ing up uncaraintics, to better reflect different
views and findings, and 10 assess the impacts on
developing countries of actions by developed
couniries 10 roduce greenhouse gas emissions.

Environmenial NGOs belicve that the
SUBSTA should request the TPCC 10 articulate
clewly for policy makers what ir known. as
well a5 what i§ not known, parteulerly a8 il
relales o climate sensitivity and the carbon ey-
cle. In addition, an assessment of the relative
importance of areas of uncenainty should e
provided. with reviews and sssessments of al-
wemative views. In assessing impacts on devel-
oping countrics, the TAR should take a broad
view ensuring that the climsie impacts of emis-
sion sctions by developed countdes are ift-
eluded along with economic clfects.

Switzerland it concerned that the Second
Assessment was not user-feiendly for polics
makers. and that the IPCC failed o provide 2
real Synthesis Report = valid poims which mus!
he addressed in the TAR, To ensure 2 mow
cffective process for produaing Synthesis Re:
ports, only key TPCC lead authors shouid 1w
involved in synthesizing the knowledge
gained in the TAR process.

In relation the communication of the 11°CL
TAR (0 ¥ wider public SBSTA should reques
ihat 1PCC work with the Nations Eavironmen

continued o back page. col.
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<Cushsfrec Method, fram front page
intevduction of a trading sysicm at a later stage,
A1l ndd 10 the pressure for this area of the conven-
lion Lo he s strong as possible. All Purtics have
an interest in this if only to minimise (he poten-
1ial for “trec-riding™ on emission commitments
via creadve sceounting. ad hoe or unilalcral
methodological adjustments.

The main arca for this essential work is in
ihe Memodology sub-programme of the Sei-
once and Teshnology division of the Secres
wrial: document SBU199VINF,1 p8. outlines
the proposed budget in this area.

It is clear. however. that the propesed
hudgel is inadequats to meet even exising de-
mands, let alone thosc which can reasonably be
anticipated in the Kyoto process. The budget
provides for only two professional sff in this
area. with very limited amounts allocated for
additional cxpert input The Limits section of
the budger for this programme also makes clear
that without further resources, work on projec-
tions for areas other than energy (such as wrans-
portation, industry, waste, agrieufre and for-
esiry) will not be passible.

In addition, the proposed budget for this area
does not appear 16 aceount for the methodolo-
sies work programme (SB/1997/INF.2), which
s arrunged under five clusters ~ Inventorying.
Projecuions, Mitigation. Impucts and Adaptation.
and CostBenafit Analysis. This proposed work
programme is t be considered by SBSTA and
passed 10 the SBL. The latter three clustors are of
lower priosity than the methodological work on
invantories and projections in the sense that most
of this work can be donc by ather competent
hadics (UNIDO. IPCC, UNEP).

Of 1he LSS 1,443,000 total for 1998-1999
idantified in SB/1997/INF.2 as necessary for

___inventorying and projections work, only

US$836.000 is aljocated in the propased
budget. The Partics need 1o give priority necds
10 Nilling this gap.

Na Post-Kyoto Budget

One of the other remarkuble features of the

Budget propasal [s that no funds arc allocated
10 post-Kyoto work, FEither this is a profound
expression of pessimism on the Kyoto meeting
or it is an unwaranted oversight.

The Patties should request that the Secretariat
make a reasonahle estimaie as o the additional
wark likely 1o Mow from the sdoption of legally
binding emission reductions (or Anncx I Panties
and rom the. advancemunt of the implemeantation
wl' Anicle 4.1 at Kyoto. Therce is litle reason 10
vxpeet that the demands on the Secrctariat will
aclually decrease following Kyolo — as Pariies
well know, it is highly likely that they will be
substantially increased.

ISSUE NO 1

CLIMATE “NEGOTIATIONS .

OES FRONT OFFICE

"BONN  JULY-AUGUST

~SUBSTAnce, from front page
Program (UNEP) (6 develop a communications
plan that meets e needs of policy makers and
the broader intcrested public.

“I'he Netherlands. on behall of the European
Union. hac submined a detailed outline of is-
sucs the TAR should address. These should be
included in the repon of this session of SBSTA
for communication 10 the IPCC Plenary in Sep-
1ember, OF particular importance is the nesd 10
ensure that the TPCC TAR provide an asscss-
ment of the palicies required 1o swbilize CO;
and other grecnhouse gas concentralions.

A further issue which SBSTA sheuld call
for the TAR to assess is the implications of
uncertaimy over future policy decisions on
long 1amm CO; concenuration stbilization lev-
el¢ for near tarm grecnhouse gas emission re-
duction policy. Research published in this arca

202 647 @217 P.B9/18
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shauld be reNecied in the [PCC Special Reporl
an Emission Scenarios and in the TAR itsell,

Pacies have rightly cxpressed an interest in
scoing the TAR focus more extensively on the
reglonal impacts of climate change. It is jmpor.
1ant however that the need for a beuer under-
standing of regional impacts nof translate in the
regionalizadon of the [PCC iuelf, or cause &
beeakdown in the coherence of the overall seis
entific assessment cxercise.

The IPCC should make progress in under-
standing regional impacts, The work should be
carried out using global processes where scien
tists from all reglons participate. Such a process
ensures nol only transparency, but allows the
scientific community 10 leam {rom cach nthers
efforts. ) r-‘F:'.-'

Finally, the TAR must be completed no
luter than the year 2000.

CVOLUME XCVI~

Please Sir? I want to comply...

The ripple of brackess that frames the AG-13
text reflects the continuing reluctance of many
Partics 10 resognize the need for an effective
procedure for reviewing and addressing issues
rslated 10 an individual Party’s compliance.
The Chair has bean able. through logic and pa-
tient persisience. to help delegates identify the
main issues and options related 10 the design of
& “Multilateral Consullative Proccss™ proce-
dure, bul cven as the Group approaches ics fifth
session, fundamontal diragrecments remain.
Ironicully, submissions to the AGBM proc-
ess demonstrata an obsessive interest in com-
pliance from a broad range of Panies. Parics
want 1o asscss compliance in order 10 scceler-
ate targets. adjust cmissions budgets, fund
compensation mecchanisms and support clean
developmmen, as well as (o aeterminc cligibility,

for joint implementation. Each of these propos-
als. which range from the practical to the per-
verse. would requirc a process and an institu-
tion based on the most progressive clements of
the bracketed AG-13 iext: a small standing
committee of expens empowered 10 revicw an
individual Pany's performance and 1o form
conclusions as to whether it is meeting its com-
mitments.

In a ratlonal world the POALI's parties
could build upon AG-13's work and design un
Implémentation Committec suirable to new
commitments that emerge from Kyolo. On the
other hand those of us that have so enjoyad the
Group's mestings may press for a paragraph of
text in the new POALL requiring “the first
meetng of the parties to consider, at ils first
scssion. the csablishment of a ...".

A grocting o all friends, old und new, 35 we
find ourselves in the salubrious surroundings of
the Hotel Maritim. .. those, Of us, that {s, who
managed to find the [ront door... Ludwig had
always been under the impression that the front
door was normally situated 3t the front of the
Duilding... but was vbviously scriously misin-
formed.

He has just retwmed from a Lrip (0 Japan
(engaging in eseantial research into recreational
facilivies in Kyoto), and was [ortunate enough
1o share 1he entire | 2-hour retum Might with a
{ascinating geaticmen from an apphiance sales

E

organisation — Is now wonderfully well-in-
formed on that most interesting of subjects.
One pem, however, did surface: apparently. the
Japanesc now require higher capacity refrigera-
1073, as young ladics now find it essential 1o put
their silk pyjamas in the fridge to eaol off be-
fore going 10 bad. Ludwig is intrigucd by the
asionishing parallels with the cold-stant prob-
lem in climate modelling as ideniified Dy the
IPCC. He is therofore applying for funding for
an in-dcpth research project into all aspects of
this phenomenan, and will of course kewp you
posied as 10 his findings :

THANKS

The Climale Action Network would fike to thank the
Envirohment Minisiies ol Germany, Denmark and |
the Netheriands, wha have provided funding for Eco.

REE OF CHARGE.




JuL-28-1997

15:83

EES FRONT DFF ICE

But he won't
say if offer .
covers $2m

Alaska wants
gnltolth Rraser
Reparar
easat
ering to
tablor%lsh p dg?
Ing themseelves

lawsult from Alas
The U.S. state is suing

B.C. fishermen in Feder- § =

al Court In Vancouver this

morning {or blockading § :
Prince

an Alaskan [erry In
Rupert last week.

The sult names 200 fish-
ermen who took part in
the blockade.

“Clark sald Ottawa,
which s also named In
the suit, should pay lor
the legal bills of the lish-
ermen, but “|f they don't,
we will.”

He admitted the block. {a

ade was |llegal, but sald
fishermen were badly let
down by Ottawa for fail-
to reach a Pacific
mon treaty.

“We have to defend qur
citizens whether they'ra
right or wrong,"” sald
Clark, :

“The frustration of thc
flshermen was .P
by the Inaction of the fed-
eral government. They
were desperate.®

He couldn't say how
much the legal bill might
amount to. Nor could
Clark say whether B.C.
taxpayers will ray up if
Alaska gets the $2 mllllon’
in compenaation It la
sceking for losses aasoctk
ated with the blockade,

202 647 8217
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lark set to pay
blockaders’ _blll

boats 'Mn ‘ fast s three-
n'c. ﬂttumun?n

Police Zodlac ko::s an eye on fishl

mmmut Alasian ferry by B Prince Rupert.
Bob l(lu. spokesman B.C. sockeye by the ed the fishermen on the

for Alaska Gov, Tony Alaskans, blockade. .

Knowies, sald the state’s  The fishermen, whoare  Cummings sald Ottawa

attorney.general, Bruce consideting a test should the fisher-

Botelho, wants to handle  action Infront of thecourt men’s IUs for mov-

the case. Ing 30 slowly on the lssue.

“The attorney-general
is the hands-on type
lawyer and he wants to
sea this through, 10 he
will be thereln court per-

," King said.

The coun action fol-
IOIR. < blockade
of the ferry
fishermen frustrated at
what they consider to be
massive overflishing of

today, could not be
reach

ed.

But Reform MP John
Cummins called the law-
suit "mean-splirited and
petty.”

“If anybody should be
golng to court, the fleet
should be taking the

pinaby Alaskans to court for

stealing Canadian {Ish,”
Delta-South Rich-

. sald the

mond MP, who support-

+ "The .federal govern.
ment has a lot 10 anawer
for in this lssue. t's only
appropriate they should
assume the bllL”

But Cummins added
that he would welcome
the province's Involve-
ment (f it came to that.

Fis Minisrer David
Anderson could not be
reached.

preparing-

- ;countersmt

B.C. ishermen say they're
outraged and plan to launch a
muutmut qaim the Alaska

United H-hm and Allled
Workers Union president John
Radosevic sald yesterday his
union le seeking legal advice on
how best to

He said fis are angry
at overfishing ol sockeye by
Alaskan fishermen and belleve
thelr blockade of an Alaskan
ferry was justified.

¢'ve been robbed here,”
sald Radosevic, “We've come
home and the Intruder has
t:ll]cen ic:ur ltvelthood. “We'rs
telling him to get your goddamn
hands out of our pockets.”

Radosevic sald more than six
million fish have been “stolen”
by the Alaskan during the
recent flsheries,

*We're thinking of a legal
response for tens and even hun-
dreds of thousands of dollars
in losses because the U.S, has
refused to enforce the Paclfic
Salmon Treaty."

He said the lishermen would
have to speak to thair lawyers
to determine whers they will
launch the lawsult.

And he was to hear
that Premier Glen is offers
Lnuuo help pay lor the Iegal

“Clark is pretay popular with
the fish e seems to be
the only politiclan standing In
our corner.”

TOTAL P.18
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Proposed Talking Points for Bonn
(Final/8-6-97)

The United States is committed to reaching an agreement that will take serious, substantial
steps to limit the emissions of greenhouse gases. We are engaged in an intensive effort to
refine specific policies to meet that goal.

The President is personally committed to this goal.

At the same time, the United States will not accept an agreement that is inconsistent with
the President’s fundamental commitments -- first to maintain economic growth while we
act to protect the environment, and second that all countries commit to take meaningful
concrete steps to address the problem of climate change. These elements are essential for
public support in the United States and approval by the U.S. Senate.

The United States Government will continue working intensively to develop realistic
targets, timetables and, as appropriate, further initiatives -- including initiatives concerning
developing countries -- that meet our larger objective.

As we move forward, we will keep you informed.
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