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CLIMATE CHANGE
ANNOUNCEMENT OF PACEKAGE OF MEASURES
BY THE PRIME MINISTER

Following is a the text of the Australian Prime Minister's Statement on Climate
Change delivered in the Parliament on 20 November 1997.

The Statement contains a strengthened package of domestic grecnhousc measures.,
The package contains two key components: :

provides $180 million over 5 years, mostly directed at new programs or
substantially expanded existing programs

includes regulations - covering strengthened building codes and appliance
standards, targets for increased use of renewable energy and new fuel efficiency
standards.

This package shows that the Australian Government is very serious about dealing
effectively with this long term global challenge. The package will result in a
substantial reduction in Australia’s projected emissions growth (one-third off
business as usual emissions). Also the Government will be moving to implement
these measures immediately, independent of action by other countries and the
outcomes of the Kyoto meeting. With these measures, Australia’s overall effort is
broadly comparable with what the EU and the US propose to achieve.

On the international negotiation issues, the PM's Statement reiterates that Australia
believes that the international response to climate change must be effective in terms
of meeting the environmental challenge, equitable in terms of the costs to be borne
by individual countries and least damaging as possible to living standards and
employment prospects. For these reasons Australia has proposed that individual
targets for industrialised countries be differentiated according to national
circumstances.

Australia also believes international emission trading would help minimise the costs
of reducing emissions and supports trading on the basis of a satisfactory initial
allocation of emission entitlements and a practical resolution of the administrative
difficulties involved.

Australia looks to Kyoto to support joint implementation as a means of engaging
developing countries in the global effort. Furthermore, because action by developed
countries alone would be ineffective in tackling this global problem, the Kyoto
outcome should provide for procedures and time frames for future commitments for
major developing country emitters.
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STATEMENT BY
THE PRIME MINISTER OF AUSTRALIA

THE HON JOHN HOWARD MP

SAFEGUARDING THE FUTURE:
AUSTRALIA’S RESPONSE TO CLIMATE CHANGE

20 NOVEMBER 1997
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Since its election the Government has addressed the critical issue of global warming in
a way that effectively promotes Australia’s national interests,

Those interests lie both in protecting Australian jobs and Australian industry whilst
ensuring that Australia plays her part in the world wide effort needed to reduce
greenhouse gas emissions.

From the-start, we have made it plain that Australia would not accept an unfair share
of the burden. We have rejected and will continue to reject mandatory uniform targets
which advantage many developed countries to the distinct disadvantage of countries
such as Australia,

We have also made it plain that we are not prepared to see Australian jobs sacrificed
and efficient Australian industries, particularly in the resources sector. robbed of their
hard-earned, competitive advantage.

Morcover, we have persistently stressed the need to involve developing countries as
their participation is crucial to any lasting solution to the global warming problem.

These principles have guided our approach.

There is now clear evidence that Australia’s campaign for equity and realism has won
wider support and so, far from our country being isolated on the issue, there is
growing international support for the view that the approach of, say, the European
Union is both unfair and unachievable.

We have an obligation to defend and protect Australian intcrests, Australian jobs and
Australian industry. We also owe it to future generations of Australians to play an
effective role in the global reduction of greenhouse gas emissions.

The Government’s approach to development and the environment has been balanced
and far sighted.

That approach is reflected in the $1.25 billion Natural Heritage Trust. The Trust
promotes practical ways to rejuvenate the land, rivers and oceans and is the most
prafound commitment of any government to the environment.

The same balanced approach is behind our Regional Forests Agreements where the |
practical commitment to equally boost jobs and protect forests has resulted in 409,000
hectares of additional reserves through the two agreements signed so far.

That balance is also reflected in the protection and management of our seas and occans
through the development of a national oceans policy. This will build on the $106

million already provided through the Natural Heritage Trust for restoring the ocean
environment.

This same coasistent balanced and far-sightcd approach has been applied to the
greenhousc gas challenge.
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Today I announce the largest and most far-reaching package of measures to address
climate change ever undertaken by any government in Australia.

The package carefully preserves a unique environment and lifestyle for our children's
sake, defends wealth creating efficient industries and promotes lasting employment
into the future, Tt provides a durablc framework to promote Australia’s national
interest towards the year 2010 and beyond,

In a comprehensive manner, it replaces and far exceeds the random, disjomted projects
of the previous government.

The world's climate scientists have provided us with a clear message - that the balance
of evidence suggests humans are having a discernible influence on global climate.

What is required is sober, sensible but farward-looking action to reduce greenhouse
gases and this is the approach my Government will adopt.

Although Australia contributes only 1.4 per cent of the world’s greenhouse gas
emissions we want to play our part in meeting this challenge. But pulling our weight
doesn’t mean carrying more than our share of the burden. Only with all countries
working together, carrying equitable burdens, can we achieve an effective global
outcome.

Thig will require creativity, persistence and in some instances, sacrifices = but the

benefits of preserving our environment and quality of life for the sake of our children
are too important to forgo.

PLAYING OUR PART - NEW DOMESTIC GREENHQUSE MEASURES

For various reasons Australia is unique.

Our economy has evolved on the basis of our abundant supply of natural resources and
cfficicnt production and processing of fossil fuels and mineral resources. Fossil fuels
currently provide 94 per cent of our energy needs - far more than other QECD
countries.

Our population is expected to grow by 30 per cent from 1990 to 2020 compared to
less then three per cent in Europe.

We will continue to experience stronger economic and employment growth than most
QECD countries.

Our cities are decentralised and widely separated, resulting in high traneport use per
capita compared to the smaller, closely populated European Union counties.
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Our trade profile means that about 20 per cent of our greeahouse gas emissions are
embodied in our exports (notably aluminium and agricultural products) - double the
OECD average and the highest in the industrialised word.

Our emissions profile is also unique amongst developed countrics where the energy
sector accounts for about half of our emissions, compared with an average of 80 per
cent for OECD countries; and where land use and forestry account for around 20 per
cent of Australia's emissions. This reflects the significance of agriculture to our
economy.

In addition, Australia has a responsibility to expart the resources necessary to fuel the
growth of her regional partners and to provide the food required for their people.

For all of these reasons our emissions are projected to grow faster than other
countries. Uniform target proposals that do not take these circumstances into account
will place an unfair penalty on Australia.

Reducing emissions growth is therefore particularly chellenging and is more costly for
us than for most other industrial countries. But we are still committed to playing our
part in cutting ernissions.

Without further action, Australia’s emissions arc expected to grow by around 28 per
cent from 1990 to 2010. This is based on a comprehensive approach excluding land

use change. Emissions from the energy sector alone are expected to grow by around
40 per cent.

The package 1 announce today will achieve a dramatic reduction of a third in our
expected net emissions growth from 1990 to 2010,

These measures will reduce our net emissions growth from 28 to 18 per cent in that
period, or some 39 million tonnes of emissions. This is comparable to the emissions
from all the electricity used by households right across Australia.

This is a realistic, even conservative, calculation of the emission benefits, The benefits
from plantations and land use changes, for example, could well be greater than we
have estimated. With the most effective impleruentation of the package, the full
support of industry and the community, and the best contribution of the States and
Territories we may well achieve even greater reductions.

Taken with greenhouse measures Australia already has in place the package will mean
Australia’s effort broadly compares on the same basis to what the United States and
the European Union are proposing. Moreover, we are not waiting for others to act.

None of us should underestimate the commitment required to achieve these outcomes,
They will require hard work from all of us. The package gives the lie to thase who

make exaggerated but ultimately empty claims that fine sounding targets can easily be
achieved. :
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The measures have been developed against the background of our national
circumstances and our national interest. They also have been developed against
achievements by Australia to date such as reform of our electricity and gas markets,
halving the amount of waste going into landfill by the year 2000 compared to 1990
levels and the efforts of particular industries such as the aluminium industry which will
reduce emissions by more than 20 per cent over the same period.

The Government is seeking realistic, cost effective reductions in key sectors where
cmissions are high or growing strongly while also fairly spreading the burden of action
across our economy.

The package will allow us to improve the performance of our highly competitive
cnergy dependent sectors while also stimulating new sectors such as rencwable energy.
It will demonstrate we can improve the environment whilst generating new jobs and
exports. Far fram risking 90,000 potential jobs, as would be the casa if we accepted
some proposals, the measures [ announce have the potential to create wealth and jobs.

They address emissions across many sectors - residential, industry, transport, energy,
agriculture, forestry and government operations - in an integrated, effective, and above
all, fair way.

We are prepared-to ask industry to do more than they may otherwise be prepared to
do, that is. to go beyond a ‘no regrets’, minimal cost approach where this is sensible in
order to achieve effective and meaningful outcomes.

The Government is providing $180 million aver five years for these measures. This is
a significant sum by any standards and a substantial increase in funding. This package
far exceeds the effons by previous governments on addressing the greenbouse
problem,

Most of this expenditure will be spent on completely new measures, while some
existing programs will be substantially expanded.

Importantly, the level of Commonwealth expenditure does not represent the whole
story. These initiatives will stimulate additional actions and investment by the States
and Territories, industry, and in some cases, consumers.

QOur measures build on those in the draft National Greenhouse Strategy. State and
Territory leaders have indicated their support for our greenhouse response and have .
agreed to work with us co-operatively in implementing it and in consideting further
action of their own.

Let me outline the specific measures.
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Renewable Energy

Rencwable forms of energy currently contribute about six per cent to Australia's total
energy nceds, an amount comparable 10 the OECD average of 6.4 per cent. The
Government will be committing $65 million to ensure this level is increased.

By contributing $21 million, we will create a specialist renewable energy innovation
investment fund to provide government and private sector venture capital for
companics with high growth potential.

So that we can capitalise on our skills we will provide a $30 million loans and grants
programme for the development and commergialisation of the renewable energy
industry. This will directly support the creation of new businesses, jobs and exports.
This funding represents s huge increase on the $4.8 million over four years spent by
the previous government on the Renewable Energy Industry Programme.

And we will also provide $10 million for some leading edge renewable energy
‘showcase’ projects in areas such as tidal power golar thermal power and photovoltaic
technologies.

The Government will work with'the Srates and Territories to set a mandatory target
for electricity retailers to source an additional two per cent of their electricity from
renewable energy sources by 2010, This will accelerate the uptake of renewable
energy in grid-based electricity and provide a larger base for the development of
commercially competitive renewable energy.

This enormous boost to rencwable energy development is a huge improvement on
programmes such as the Energy Research and Development Corporation which had
been overtaken by changes in the energy sector.

Our new programmes will stimitlate innovative technologies and wealth-creating
businesses and energy suppliers who provide power to communities, employ
Australians and export 1o the world.- It is an action-oriented approach.

Energy Market Reform

The possibilities for fuel substitution and innovation will be enhanced as we continue
and accelerate the process of energy market reform.

We will work with the States and industry to develop and implement by the year 2000,

efficiency standards for fossil fuel clectricity geaeration, including for brown and black
coal and gas fired plants.

This will ensure the adoption of best practice new technology in each fossil fuel class.
Standards will also be phased in to encourage emissions reductions in existing plants,
The standards will apply to new electricity generation projects and existing generation.

These mitiatives mean that Australian energy suppliers will be able to stand tall when it
comes to being clean, preen and cogt competitive.
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Automotive Industry

In 1995, ten per cent of Australia’s net emissions were generated by cars, four wheel
drives and light commercial vehicles,

We will implement an Automotive Industry Environmental Strategy, in consultation
with the automotive and oil industries and other stakeholders, to enhance the
industry’s environmental performance.

This strategy will involve several elements including;
« mandatory, mode! spesific, fuel efficiency labelling;
¢ harmonised noxious emissions standards with international standards by 2006;

* 215 per cent fuel efficiency improvement target by 2010 over business as usual
through negotiation with automotive companies; and

* bringing forward the phase-out of leaded petrol, taking equity considerations into
account,

The Government will also develop a basic network of compressed natural gas

refuelling stations in selected metropolitan areas to encourage light commercial
vehicles to switch to this more environmentally friendly fuel.

These measures will reduce air pollution and improve the health of our cities as well as
reducing greenhouse gas emissions.

Codes and Standards

The Government will also work with the States, Teritories and industry to develop
energy efficiency codes and standards for housing and commercial buildings,
appliances and equipment

For industrial and commercial appliances and equipment we will implement an
improved labelling programme and minimum energy performance standards,

We will expand the Nationwide House Energy Rating Scheme by including a minimum
encrgy performance requitement for new houses and major extensions and we will
work with the States, Territories and industry to develop voluntary minimum energy
performance standards for new and substantially refurbished commerciel buildings.

These initiatives will take us to best practice gtandards in these important areas, If this
voluntary approach does not achieve acceptable progress within 12 months, we will
work to implement mandatory standards.
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Tree Planning and Revegetation

Plantations and revegetation are miportant means of soaking up greenhouse emissions
- known as greenhouse sinks,

The Governmeant will work to remove impedimeuts to the development of commercial
plantations to achieve the Plantations 2020 vision of trebling the plantation estate by
2020. We will establish a Bush for Greenhouse Programme to encourage corporate
funding of revegetation projects to act as sinks.

This will build on the $22 million for farm forestry and the massive $328 million
revegetation programme being undertaken under the Bushcare Initiative of the Natural
Heritage Trust, which represents the largest revegetation effort ever undertaken with
almost a tenfold increasc on the funding of revegetation programmes of the previous
Government.

Greenhouse Challenge programme

The Greenhouse Challenge programme is central to the partnership between
government and industry to reduce emissions.

This programme currently has 100 signed ugreements with businesses from a wide
range of sectors.

In total, companies that have signed agreements account for over 45 per cent of
Australia’s industrial emissions.

Participants have committed themselves to reduce their forecast growth in emissions
by about 22 million tonnes of carbon dioxide cquivalent by the year 2000.

The announcement today provides extra funding of $27 million to extend the
programme to smaller companies and to increase the number of large and medium
company participants to 500 by the year 2000 and to more than 1000 companies by
2005.

Commormwealth Greenhouse Oﬁ}ce

In order to ensure this package of measures is delivered a Commonwealth Greenhouse
Office will be established within the Department of the Environment. This Office Wll[
have responsibility for the coordination of domestic climate change policy.

The Office will be the lead Commonwealth agency on greenhouse matters. It will
provide a mechanism to ensure domestic greenhouse matters receive the priority the
issue deserves and the Government intends,

Orher Measures

Further measures as part of this statement include action to reduce emissions in urban
areas, initiatives to work toward best energy practice in targeted industries, funding
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towards a ethanol pilot plant, the development of a national carbon accounting system,

funding to support various National Greenhouse Strategy related measures, and

additional funding to ensure commercial joint implementation projects in developing
_countries.

We are also committed to reducing emissions from the Commonwealth Government's
own operations, including purchases of more energy cfficient equipment and
appliances. We will be setting fuel consumption targets for the Commonwealth vehicle
flect.

AUSTRALIA’S APPROACH: FORWARD LOOKING AND GLOBAL

The Government believes that like our national effort, the international response to
climate change must be effective in terms of meeting the cnvironmental challenge,
equitable in terms of the costs to be bome by individual countries and least damaging
as possible to the living standards and employment prospects of our people.

For these reasons Australia has proposed that individual targets for industrialised
countries be differentiated according to national circumstances.

Uniform target proposals based on & 1990 base year would impose a disproportionate
burden on Australia. The cost to our ¢conomy of mecting a uniform target of the order
proposed by the Eurapean Union would impose a cost on all Australians that other
countries would not accept.

Some industries fundamental to the health of our economy would be hardest hit. The
non-ferrous metals, iron and steel and coal industries would be seriously affected, and
fumure investment and employment growth would be jeopardised.

Even stabilising our emissions at 1990 levels would put at risk $68 billion of energy
intensive projects and the tens of thousands of potential jobs that go with them.

Significant regional dislocation would result in places like the lllawarra and Hunter
Valley in New South Wales, the Bowen Basin and Gladstone in Queensland, Geelong
and the La Trobe Valley in Victoria, Port Pirie in South Australia and the Kwinana
region of Western Australia,

Morcaver, the European Community is not asking its own members to reach a unifotm'
target. Portugal for example, would be permitted ro increase its emissions by almost
40 per cent.

We reject this approach of punishing Australian industries to carry a burden that other
countries are not prepared to accept. It is far more sensible and responsible to improve
the performance of existing industries and build new green industries to provide for”
both jobs and the environment.

We believe the way forward is for all countries to play a fair part, with: flexibillry In the
methods used to reach the targets.
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We strongly support a comprehensive approach to setting targets which covers all
greenhouse gases, emission sources, sinks and sectors, The wider the coverage the
greater the flexdbility to maximise environmental benefit and minimise economic cost.

Australia also belicves that an international emissions trading regime would help
minimise costs of reducing emissions. We would support cmissions trading on the
basis ol a satisfactory initial allocation of emission entitlemente and a practical
resolution of the administrative difficulties involved.

.

Joint impletnentation measures whereby developed countries can work with developing
countries on emission reduction projects can achieve worthwhile outcomes. Australia
is looking to Kyoto to support joint implementation as a means of engaging developing
countrics in the global effort.

All along we have argued that climate change is a global problem and all countries
should contribute to the solution. Action by developed countries alone will be
ineffective. Over time, developing countries must become involved - as by early next
century they will account for over 50 per cent of global emissions.

The Kyoto outcome should provide for procedures and timeframes for negotiating
targets by major developing country emitters.

Australia’s proposal for negotiated, differentiated targets is the best basis for a fair
outcome which has a prospect of actually being put into practice and improving the
world's environment. It is also the best basis for encouraging developing countries to
take on commitments to reduce emissions.

The Government has sald it would not agree to legally binding targets until their nature
and content and implications for Australia are clear. We will not agree to any targets
that impose substantial costs on Australia that arc not faced by other OECD countries.

CONCLUSION

With the package of measures I have announced today, the Government is not
posturing for negotiating purposes with theorctical targets but is already taking
practical steps to reduce Australia’s greenhouse gas emissions.

It ig 2 package that goes well beyond what any previous goverument has sought to do.
Ttis a package that puts Australia at the forefront of international action. And itis a
package that Australia will implement even if the intemational community fails to reach
agreement at Kyoto.

As I have demonstrated to date, my Government will continue to stand up for our
national interest, jobs and economy in the interational negotiations.
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We will not agree to an outcome that burdens us in an unfair manner.

My Government has had some success in our efforts to argue the case that an effective
result at Kyoto will require an equitable approach. We have managed to shift the
mrernational debate. As a result of our efforts, there is greater recogaition of the need
to take into account individual national circumstances if there is to be a successful
outcome « as the British Prime Minister, Mr Blair, acknowledged in our recent
discussions.

There is also greater recognition of the need for flexibility to ensure countries can
make a contribution to the global effort - as President Clinton acknowledged in my
mecting with him in Jyne,

At the South Pacific Forum and most recently at CHOGM we were successful in

gaining acceptance of the need for global engagement by both developed and
developing countries.

Nevertheless, let there be no doubt the Kyoto negotiations will be difficalt.

Australia's Environment Minister, Senator Robert Hill, wha will be leading our
delegation at Kyoto, will be doing his utmost to secure an agreement that will both be
fair to Australia and be effective in reducing global emissions.

Ultimately, the success of our domestic measures depends upon the goodwill,
commitment and action by ordinary Australians, consumers, famities, firms and
industry groups, as well as Governments Federal, State, and local. The greenhouse
challenge is theirs and quality of life of our children depends upon their strength of
purpose.

Mr Speaker, I prescat a copy of my statement and an appendix which provides fiirther
details of the measures I have announced today.
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APPENDIX

COMMONWEALTH GREENHOUSE MEASURES

Residential L $
: million
Cities for Climate Protection 13.0

The Cities for Climate Protection is 2 voluntary scheme through which local governments
quantify their emissions, then develop and implement action plans 10 reduce them, particularly
through community partnerships. It is based on the International Cities for Climate Protection
Campaign programme developed by the International Council of Local Bnviroument Initiatives.
Household Greenhouse Action 22
Household greenhouse action will bring together the various spheres of government, key
industrics and professional organisations in broadly based partnerships to develop integrated,
consistent and effective strategies to address residential greenhouse emissions. Demonstration
projects and the development of best practice guides will be undertaken to promote energy
efficiency services and products as a key concern in housing design, redevelopment and use.
Energy efficiency rating schemes will be integrated into relevant approval processes for new
homes and major renovations.

Industry s

million

Extension and Expansion of the Greenhouse Challenge Office — Government/Industry 27.1
Co-operative Agreements Programme

This prograrame will be expanded to involve more large and medium companies and to include
small businesses through an innovative Greenhouse Allies programme, The objective of the
programme is to reduce the greenhouse gases emitted by industry enterprises. The programme
involves enterprises identifying the scope to reduce emissions, putting into place action plans to
achieve this outcome and monitoring and reporting on performance. It will expand to 500 the
number of large and medium size companies to join the programme by 2000, and to more than
1,000 by 2005.

Energy Performance Codes and Standards for Domestic Appliances and Industrial 44
Equipment ‘ ’
The measure will reduce greenhouse gas emissions by improving the energy cfficiency of
appliances and equipment, The programme enhances and extends existing energy efficiency
programmes. It involves the development of minimum energy performance standards for new
appliances and equipment, regulating or developing codes of practice to ensure their adoption
and, where appropriate, labelling or rating appliances and equipment o help consumers in their
sclcotion.
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Encrgy Performance Codes and Standards for Housing and Commercial Buildings 4.4
The measure involves expansion of the Nationwide House Energy Rating Scheme (NatHERS) by
including a minimum energy performance requirement for new housing and extensions to
improve encrgy cfficiency and reduce greenhouse gas emissions. The Commonwealth will work
with the States, Territories and key industry stakeholders to. develop voluntary minimum energy
performance standards for new and substantially refurbished commercial buildings on the basis of
energy efficiency benchmarks. If after twelve months the government assesses that the voluntary
approach is not achieving acceptable progress towards higher standards of energy efficiency for
housing and commiercial buildings, we will work with the States and industry to implement
mandatory standards through amendment of the Building Code of Australia.

Industry Efficiency Benchmarking and Best Practice 103
The measure involves industry associations and govemment working together to identify typcs,
extent and patterns of energy use within sectors, the improvement potential of enterprises within
that sector based on best practice and working on strategies to implement best practice and to
monitor progress. The benchmarks and best practice indicators will be provided for use by the
Greenhouse Challenge programme to assist in formulating cooperative agreements.

Transport $
million
Environmental Strategy for Automotive Industry 0.5
This strategy aims to significantly enhance the environmental performance of the automotive
industry through a range of measures including: mandatory fuel efficiency labelling through
Australian design rules; bringing forward the phase out of leaded fuel, taking equity
considerations into account; progressive tightening of noxious emissions standards with a view to
harmonisation with international standards by 2006; negotiations with the automotive industry
and companics to secure a 15 per cent fuel efficiancy improvement target by 2010 over business
as usual (recognising that the scope for model and design change will increase progressively from
2003) within the National Average Fuel Consumption framework; and the development of
options for challenging bur realistic fuel efficiency targets for the Commonwealth car flect from
2003.
Light Commercial Vehicles — Compressed Natural Gas (CNG) Infrastructure 38
This will facilitate a switch to the use of natural gas in light commercial vehicles through the
establishment of a distribution network of service stations in collaboration with natural pas
companies and local government authorities. The programme aims to establish a minimum
refuelling network, firstly in Sydney and Melbourne, with possible extension to other major urban
centres.
Ethanol Pilat Plant (funding previously announced) 2.0
An ethanol pilot plant will be built to demonstrate new Australian technologies for the
production of ethanol from wood fibres and simultaneous waste treatment. It is anticipated that
the ethanol pilot plant will realise substantial net greenhouse gas reduction, urban air quality and
economic benefits greater than all existing fuel ethanol production technologies.
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Energy $
million
Accelerating Energy Market Reform 5.6

The objective is to lower the rate of growth of emissions by improving the economic ¢fficiency of
energy supply. The measure will expand cnergy market reforms to extend clectricity reform,
deliver integrated and compatible national frameworks for gas and electricity by 2002, and with
the States develop the means to identify greenhouse intensity of energy sources in energy market
trading pools by 2001.

Efficiency Standards for Power Generation 4.1
The Commonwealth will work with the States to achieve movement towards best practice in the
efficiency of electricity generation conversion by implementing efficiency standards for different
fossil fucl classes, so as to deliver reductions in the greenhouse gas intensity of energy supply.
Standards will apply to new electricity generation projects, significant refurbishments and existing
| generation.

Mandatory Targets for the Uptake of Renewable Energy in Power Supplies 38
Targets will be set for the inclusion of renewable energy in electricity generation by the year
2010. Electricity retailers and other large electricity buyers will be legally required to source an
additional 2% of their electricity from renewable or specified waste-product energy sources by
2010 (including through direct investment in alternative rénewable cnergy sources such as solar
water heaters). This will accelerate the uptake of renewable energy in grid-based power
applications, and provide an ongoing base for commercially competitive renewable energy. The
programme will also contribute to the development of internationally competitive industrics
which could participate effectively in the burgeoning Asian energy market.

Renewables \ $
million
Renewable Energy Innovation Investment Fund (REIIF) 21.0

The REIIF will provide funding specifically for the facilitation of commercialisation and
application of renewable energy technologics. All initial investments will be required to be in the
early stages of company development. Government funding will be provided through licences to
REIIF fund managers on a competitive basis and invested along with private sector funding on a
2:1 basis.
Rencwable Energy Technology Commercialisation Loans and Grants 29.6
The competitive loans and grants programme will provide support for, and promotion of,
'| strategically important renewable energy initiatives that have strong commercial potential. This |
will be integrated with the existing Renewable Energy Industry Programme. g
Renewable Energy Showease 10.5
A few leading edge “showcase™ projects will be sclected via competitive tender for seed funding
and/or promotion. These could include projects which are close to becoming commercial, such
as tidal power projects, solar thermal projects and a central photovolaic generating project in a
technology park.
Renewable Erergy Tecknology Internet Site 0.3
Funding for the developmeat of a sophisticated and up-to-date Internet sitc on renewable
technologies along the lines of that operated by the US Department of Encrgy to provide
information on technologies, examples of their application and available government assistance,
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International 3
million
Activities Implemented Jointly 6.0

Additional funding for the ALY Office, to facilitatc commercial projects in developing countries
and help meet the additional transaction costs incurred by business in undertaking a AT project.
This will provide Australian industry with a greater incentive to undertake such projects.

Revegetation, Plantations and Land Use $
million
Plantations — 2020 vision 1.9
The objective of the programme is to implement key Commonwealth responsibilities of the
Plantations 2020 Visions which aims to treble Australia’s plantation estate by 2020 and thereby
increase carbon sequestration. In collaboration with State governments and industry, the
programme involves removing Impediments 1o Australian commercial plantations and supporting
plantation establishment and enhancing investment in plantation-based industries.
Rush for Greenhouse 55
The uptake of carbon dioxide in trees and vegetation offers significant potential to reduce the
overall level of Australia’s greenhouse gas emissions, This initiative will facilitate corporate
funding of Natural {leritage Trust revegetation projects through Bushcare. Companies or
investors will obtain recognition for the stored carbon reservoir created. By allowing companies
to invest in revegetation activities, companies will have a method to offset emissions created by
their activities elsewhere. Projects selected would have significant carbon sink potential and
would meet the range of other Bushcare objectives.
National Carbon Accounting System for Land Based Sources and Sinks 12.5
This measure will establish a national carbon accounting system through the Bureau of Resource
Sciences (BRS) and Environment Australia (EA) to be managed by a high level steeting
committee including key stakeholders. A consolidated package will provide the comprehensive
framework and scientific services necessary to account for Australia’s emission reduction and
sink enhancement programmes to en internationally credible standard. Data on Australia’s carbon
stocks will be verified by satellite monitoring and audited by on-ground sampling procedures.
This form of carbon accounting, which has been adopted by the TPCC, will enable Australia to
benefit from the full *carbon value® of its sink development initiatives such ag Plantations 2020
vision and Bush for Greenhouse.
Reducing Methane Emisslons from Livestock 1.0
This measure will provide funding to promote a CSIRO developed vaccine which inhibits the
production of methane in the rumen of livestock.

Government Operations $
million

Energy Efficiency Improvement in Commonwealth Operations 0
The objective of this measure is to reduce the energy consumption and greenhouse gag emissions
of Commonwealth operations and, by so doing, lead the community by example. The programme
involves setting mandatory targets, use of performance contracting, monitoring and reporting on
performance, the development of minimum energy performance standards for new end
refurbished buildings, appliances and equipment and a requirement for utilisation of solar and
other renewable energy technologies where relovant and cost effeotive.
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Institutional Arrapgements s
million
Establishment of the Commonwealth Greenhouse OfTice 0

Implementation of greenhouse response measures is fragmented across a number of agencies and
there is 2 lack of coordination in delivery. A ‘Commonwealth Greenhouse Office’ will be oreated
within the Department of the Environment, which will be responsible for coordination of
domestic climate change policy and delivery of greenhouse response programmes. The office
will be the lead Commonwealth agency on greenhouse matters.

Other Measures : $
million
Funding for other National Greenhouse Strategy related Commonwealth measures 10.5

Details to be finalised in ¢onsultation with the States and Territorics.

TOTAL 179.9
(Total does not add due to rounding)
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Key points to be addressed 10 resolve problems with EU Bubble

(Faimess / equity)
(i)  The average reduction rate for all countries in a bubble shall be by 5-10% deeper than
those of other Annex I countries.

(Accountability / tegal responsibility)

(i) The target for each country inside a bubble shall also be legally binding.
(it) An agreement of burden sharing inside a bubble shall be subject to the acceptance of
Meeting of the Parties (MOP) .

The amendment of an agreement, inter alia that for the enlargement of a bubble shall
also be subject to its acceptance

(Example for Developing Countries)
(iv) The target for each country inside a bubble shall not be more than X%(c.g. 5%)
increase {rom 1990 level.
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Problems with EU Bubble

The proposal for the bubble made by the EU in the last AGBM does not fully resolve the
serious concerns that we have in this regard.

1. Accountability
(M The legal character of QELROs should be the same for each Party. If
QELROs of Parties not part of a bubble are legally-binding, QELROs of Parties
within a bubble should also be legally binding. Parties should not be treated in a
different manner. On this critical point, the EU proposal is quite ambiguous.
(2) According to the EU proposal on the bubble (REIQ bubble), each
member countries are free from any responsibility in case of overall success in
reaching the target, even if some of EU countries do not comply with their own
QELROs. However, only countries not complying with their own burden-
sharing are responsible in case of failure to reach the QELROs of the EU as a
whole. The rationale for doing so is not understandable.

2. Relationship to trading :
Why don't the EU countries each make a commitment and then trade?
3. Fairness and Transparency
(1) It is not fair that Parties inside a bubble do not have QELROS of the

same legal character as Parties that are not part of a bubble.

(2) Why does the EU proposal give Parties inside the bubble complete
freedom(i. e. without agreement by COP/MOP), to modify the reduction level of
each Party in the bubble while Parties not part of a bubble have to comply with
the QELROS agreed by the COP? This is neither fair nor transparent.

(3) In the case of EU bubble, is it fair and equitable to impose a flat
reduction rate( A15%) on non-EU countries while setting differentiated targets for
the EU member states in accordance with their individual conditions( & 30% ~ +40

%)?
4. Reality of Reductions _
(1) in the case of the EU bubble, are we getting real reductions or "paper

tons" from East Germany (While Germany continues to subsidize coal)?

(2) According the EU burdensharing with a 10% reduction. each EU
country (with the exception of Germany and UK) is allowed to stabilize or slightly
increase. s this a real reduction agreement?

5. Example for Developing Countries
Some Annex | countries going up 40%. s it really possible to call
upon non-Annex | countries to enlarge their efforts for mitigating global warming?

6. Enlargement
How will new EU members be brought in?
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Non-paper

The outline of Kyoto Initiative(tentative)

(Support for the efforts of developing countries concerning combat against global
warming)

support for the efforts of developing countries as a link in the chain of "Initiative for
Sustainable Development' which was mentioned by Prime Minister Hashimoto at
Denver Summit and United Nations Special Session of General Assembly in June.

1. Human resource development coolperation
-During the next five years, Japan cooperates with developing countries in training
3000 experts in the field of technology to combat global warming

2. Yen loan with the most favorable conditionality
-the rate of interest : 0. 75%
-the repayment term : 40 years

3. Practical use and transfer of Japanese technology and experience(know-how)
-dispatch of survey mission
-information networking
-development and dissemination of appropriate technology in developing countries
-workshop
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idea on a
[Background)
1. HFCs and PFCs are solutions to ozone layer protection

(1) HFCs and PFCs are alternative substances that are forced to start to serve since CFCs and
HCFCs have been designated as ozone layer depleting substances and being phased out in
accordance with.obligations under the Montreal Protocol.

It should be noted that HFCs_and PFCs are . ative subst:
report assessed by UNEP Technology and Economm Assmme:nt Panel under the Montreal
Protocol and IPCC Guidelines.

(2) In the case future use of HFCs and PFCs is limited unfairly and inadequately, the
development of ozone layer pfotection policy would be adversely affected. _
Especially early phase out of HCFCs would be discouraged as production and consumption
of HCFCs is allowed by 2020.

{Need for Consideration)

2. Special character of HFCs and PFCs as alternatives to CFCs and HCFCs

(1) In_the base year,1990, emissions of HFCs and PFCs from their main use sectors amount to
either very limited level or zero(Q), when replacement from CFCs and HCFCs is scarcely
found under regulation schedule(*).

(*) CFC:start regulation from 1989, phase out by 1996
HCFC:start regulation from 1996, phase out by 2020

In light of special character of HFCs and-PECs that are forced to start to serve as
ﬂwnmm it is a really relmnt pa-cepnon that amount of

emissions of CFCs and H
level of actual emissions of HFCs and PFCs

(2) In the course of this consideration, the fact of existence of replacement by other non-HFC,
PFCs alternatives in some area and difference of GWP between CFCs, HCFCs and HFCs,
PFCs should be reflected,
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3. Idea on a formula

(1) A precedent in the Montreal Protocol
HCFCs consumption cap :
{ = HCFCs consumption in 1989 + CFCs consumption in 1989 x (0.031] |
*(0.031] was reviewed and changed to [0.028] in 1995
* Regulation on consumption of HCFCs, that were transitional alternatives to CFCs
was introduced in the Montreal Protocol in addition to regulation on that of CFCs in
1992, : ‘
* At that time a formula was carefully elaborated to establish a cap of consumption of
HCFCs, reflecting the fact that level of consumption of HCFCs as alternatives to
CFCs is very small in the base year 1989 and increased consumption was projected
in accordance with CFCs phaseout. '

(2) An idea on a formula

: Base level of HRCs, PFCs and SF6 ;

="HFCs, P¥Cs and SF6 actual emissions in 1990
+ CFC and HCFC actual emissions in 1990 x [p]

* Under a formula some proportions of actual emissions of CFCs and HCFCs in
1990 are incorporated into the base level of HFCs, PFCs and SF6.

(3) An idea on how to determine [p]

-----------------------------------------------------------------------------------------

: [l ;
‘ Z CFCs,HCFCs emissions in meteoric tons x GWP
Z :sector(acrosol, foam blowing, refrigeration, etc.) :

* Under [p] ,the scope of sectors where HFCs and PFCs are alternatives to CFC® and
HCFCs and the difference of GWP betwem'CFCs, HCFCs, HFCs and PFCs are to
be considered, '
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NON PAPER
GAS COVERAGE

[Basic position]

1 Since the quantified targets will be legally binding, emissions should be measured with high
accuracy and international agreement on reasonable and fair measurement methods is required.

As for w there remain some issues to be further studied and decided,

(1)We should determine methodology for estimating emissions of these gases :actual
emission estimate or potential emission estimate. .

(2)We should determine guidelines to develop detailed method of astlmatmg emissions of
these gases and national statistics to implement accurate estimate.

(3)We should determine a mechanism to adjust the base level of these gases to take into
account the special character of these gases.

" HFCs and PFCs are forced to serve as alternatives to CFCs and HCFCs, since the
Montreal Protocol imposes strict limitation on the use of these gases.

* In 1990 emissions of these gases were very limited, since the shift from CEC and
HCFC occurred mainly after 1990.

* An adjustment is needed to reflect this special character, for example, by adjusting
the base level.

[Cond.itions]

(1)Actual method should be adopted for estimating emissions of these gases as same as CO2,
CH4 and N20.

(2)In order to develop detailed method for acourate estimate, experts should start further study

to establish guidelines for this purpose. And guidelines should be determined at the COP4.
@3 )A_I.Qmmln should be established in order to incorporate mmmm_qf_m[

‘I‘Ius formula is necessary to be stipulated in KYOTO Protocol or another legal instrument,
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(*) a formula (for an example)
base level of HFCs, PFCs and SFé actual emissions in 1990

. = HFCs, PFCs and SF6 actual emissions in 1990
+ CFC and HCFC actual emissions 1990 x [p]

[p] (for an example)

% HFCs, PFCs (to replace CFC, HCFC)emissions in meteoric tons x GWP

(p) =
Z CFCs,HCFCs emissions in meteoric tons x GWP

Z :sector(aerosol, foam blowing, refrigeration, etc.) -
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" The Outline of Control by the Montreal Protocol

CFC (Chlorofluoracarbons) (agreed in 1987)

@®O0DP:0.6-1.0

@GWP : 8,500 (CFC-12)

@ main usc : air-conditioner for car, refrigerator for ice box etc., foaming agent for heat
insulator etc., lotion for electric parts

Control Schedule
1989 Start Control, 1995 Phaseout

< Base Level > the actual results of the production and the consumption in 1986
< Schedule > After July 1st, 1989 =100% of baseline year
After January 1st, 1994 S 25% of baseline year
After January Ist, 1996 Phaseout3¥
¥The production for the essential use is excepted.

BCEC (Hvdrochlorofluorocarbons) (agreed in 1992)
@®ODP : 0.025-0.11

@®GWP : 1,500 (HCFC-22) _
@®main use : refrigerator for air-conditioner for home use, foaming agent for heat insulator
etc., lotion for electric parts

Control Schedule
1996 Start Control, 2020 Phaseout (plan)
< Base Level > the actual results of the consumption in 19893%
< Schedule > After January 1st, 1996 <100% of‘baseiine year
After Janvary 15t, 2004 < 65% of baselinc year
After January 1st, 2010 = 35% of baseline year
After January Ist, 2015 = 10% of baseline year
After January ist, 2020 Phaseout (uscabic for 10 years for ref. of existing units)
3 (Base Level) = (the consumption of HCFC in 1989) + (the consumption of CFC in
- 1989) X 2.8%

*The consumption ;is based on ODP ton.

TOTAL P.@9
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NP

(Faimess / equity)
() The average reduction rate for all countries in a bubble shall be by 5-10% deeper than
those of other Annex I countries.

(Accountability / fegal responsibility)

(i) The target for each country inside a bubble shall also be legally binding.
(1) An agreement of burden sharing inside a bubble shall be subject to the acceptance of
Meeting of the Parties (MOP) .

The amendment of an agreement, inter alia that for the enlargement of a bubble shall
also be subject to its acceptance

(Example for Developing Countries)

(iv) The target for each country inside a bubble shall not be more than X%(c.g. 5%)
increase {rom 1990 [evel.
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Problems with EU Bubble

The proposal for the bubble made by the EU in the last AGBM does not fully resolve the
serious concerns that we have in this regard.

1 Accountability
(M The legal character of QELROs should be the same for each Party. If
QELROs of Parties not part of a bubble are legally-binding, QELROs of Parties
within a bubble should also be legally binding. Parties should not be treated in a
different manner. On this critical point, the EU proposal is quite ambiguous.
(2) According to the EU proposal on the bubble (REIO bubble), each
member countries are free from any responsibility in case of overall success in
reaching the target, even if some of EU countries do ot comply with their own
QELROs. However, only countries not complying with their own burden-
sharing are responsible in case of failure to reach the QELROs of the EU as a
whole.  The rationale for doing so is not understandable.

2 Relationship to trading
Why don't the EU countries each make a commitment and then trade?

3. Fairness and Transparency

(m It is not fair that Parties inside a bubble do not have QELROS of the
same legal character as Parties that are not part of a bubble.

(2) Why does the EU proposal give Parties inside the bubble complete
freedom(i. e. without agreement by COP/MOP), to modify the reduction level of
each Party in the bubble while Parties not part of a bubble have to comply with
the QELROS agreed by the COP? This is neither fair nor transparent.

(3) In the case of EU bubble, is it fair and equitable to impose a flat
reduction rate( A15%) on non-EU countries while setting differentiated targets for
the EU member states in accordance with their individual conditions( A30% ~ +40

%)?
4. Reality of Reductions _ :
(1) in the case of the EU bubble, are we getting real reductions or "paper

tons" from East Germany (While Germany continues to subsidize coal)?

(2) According the EU burdensharing with a 10% reduction, each EU
country (with the exception of Germany and UK) is allowed to stabilize or slightly
increase. s this a real reduction agreement?

5. Example for Developing Countries
Some Annex | countries going up 40%. s it really possible to call
upon non-Annex | countries to enlarge their efforts for mitigating global warming?

6. Enlargement
How will new EU members be brought in?
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Non-paper

The outline of Kyoto Initiative(tentative)

(Support for the efforts of developing countries concerning combat against global
warming)

support for the efforts of developing countries as a link in the chain of "Initiative for
Sustainable Development" which was mentioned by Prime Minister Hashimoto at
Denver Summit and United Nations Special Session of General Assembly in June.

1. Human resource development coo'peration
-During the next five years, Japan cooperates with developing countries in training
3000 experts in the field of technology to combat global warming

2. Yen loan with the most favorable conditionality
-the rate of interest : 0. 75%
-the repayment term : 40 years

3. Practical use and transfer of Japanese technology and experience(know-how)
-dispatch of survey mission
-information networking

-development and dissemination of appropriate technology in developing countries
-workshop
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An idea on a formula

[Background)
1. BIFCs and PRCs are solutions to ozone layer protection

(1) HFCs and PFCs are alternative substances that are forced to start to serve since CFCs and
HCFCs have been designated as ozone layer depleting substances and being phased out in
accordance with .obligations under the Montreal Protocol.

- It should be noted that HFCs and P are re ded 3 ative substance:
report assessed by UNEP Teclmnlogy and Economic Assessment Panel under the Montreal
Protocol and IPCC Guidelines.

(2) In the case future use of HFCs and PFCs is limited unfairly and jnadequately, the
development of ozone layer proter.:tlon policy would be adversely affected. _
Especially early phase out of HCFCs would be discouraged as production and consumption
of HCFCs is allowed by 2020.

{Need for Consideration)

2. Special character of HFCs and PFCs as alternatives to CFCs and HICFCs

(1) In the base year,1990, emissions of HFCs and PFCs from their main use sectors amount to
either very limited level or zero(Q), when replacement from CFCs and HCFCs is scarcely
found under regulation schedule(*).

(*) CFC:start regulation from 1989, phase out by 1996
HCFC:start regulation from 1996, phase out by 2020

In light of special character of HFCs and PECs that are forced to start fo serve 2
alternative substances to CFCs and HCFCs, it is a mliy relevant peroeptton that amount of
emissions of CI and H : e take: - : bage
level of actual emissions of I-IFCs and PFCs,

(2) In the course of this consideration, the fact of existence of replacement by other non-HFC,
PFCs altemnatives in some area and difference of GWP between CFCs, HCFCs and HFCs,
PFCs should be reflected,
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3. Idea on a formula

(1) A precedent in the Montreal Protocol
HCFCs consumption cap
= HCFCs consumption in 1989 + CFCs consumption in 1989 x [0.031] |
; *[0.031] was reviewed and changed to [0.028] in 1995
* Regulation on consumption of HCFCs, that were transitional alternatives to CFCs
was introduced in the Montreal Protocol in addition to regulation on that of CFCs in
1992 . _
-+ At that time a formula was carefully elaborated to establish a cap of consumption of
HCFCs, reflecting the fact that level of consumption of HCFCs as alternatives to
CFCs is very small in the base year 1989 and increased consumption was projected
in accordance with CFCs phaseout. '

(2) An idea on a formula

-----------------------------------------------------------------------------------------

Base level of HFCs, PFCs and SF6
: ="HFCs, PFCs and SF6 actual emissions in 1990 ' :
+ CFC and HCFC actual emissions in 1990 x [p]

» Under 2 formula some proportions of actual emissions of CFCs and HCFCs in
1990 are incorporated into the base level of HFCs, PFCs and SF6.

(3) An idea on how to determine [p]

-----------------------------------------------------------------------------------------

, }'.‘. H¥Cs, PFCs (to replace CFC, HCFC)emissions in meteoric tons x GWP :

! p] i
‘ Z CFCs,HCFCs emissions in meteoric tons x GWP '
: Z :sector(acrosol, foam blowing, refrigeration, etc.) E

* Under [p] ,the scope of sectors where HFCs and PFCs are alternatives to CFO® and
HCEFCs and the difference of GWP between CFCs, HCFCs HFCs and PFCs are to
be considered,
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[Basic position]

1 Since the quantified targets will be legally binding, emissions should be measured with high
accuracy and international agreement on reasonable and fair measurement methods is required.

As for HECs, PFCs and S;F_Q there remain some issues to be further studied and decided,

(1)We should determine methodology for estimating emissions of these gases :actual
emission estimate or potential emission estimate. i

(2)We should determine guidelines to develop detailed method of stlmatmg emissions of

~ these gases and national statistics to implement accurate estimate.

(3)We should determine a mechanism to adjust the base level of these gases to take into
account the special character of these gases.

" HFCs and PFCs are forced to serve as alternatives to CFCs and HCFCs, since the
Montreal Protocol imposes strict limitation on the use of these gases.

* In 1990 emissions of these gases were very limited, since the shift from CEC and
HCFC occurred mainly after 1990. :

* An adjustment is needed to reflect this special character, for example, by adjusting
the base level.

[Conditions]

(1)Actual method should be adopted for estimating emissions of these gases as same as Coz,
CH4 and N20.
(2)n order to develop detailed method for accurate estimate, experts should start further study
to establish guidelines for this purpose. And guidelines should be determined at the COP4.
(3)A_£Q[n]ylg should be established in order to incorporate wg;_gf_mﬂ

15 fC : 3 the base FC: ] ™.
This formula is necessary to be stipulated in KYOTO Protocol or another legal instrument,
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(*) a formula (for an example)
base level of HFCs, PFCs and SF6 actual emissions in 1990

. = HFCs, PFCs and SF6 actual emissions in 1990
+ CFC and HCFC actual emissions 1990 x [p]

[p] (for an example)

% HFCs, PFCs (to replace CFC, HCFC)emissions in meteoric tons x GWP

[p) =
Z CFCs HCFCs emissions in meteoric tons x GWP

Z :sector(aerosol, foam blowing, refrigeration, etc.) -
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" The Outline of Control by the Montreal Protocol

CFC (Chlarofluoragarbons) (agreed in 1987)

@®ODP : 0.6-1.0

®GWP : 8,500 (CFC-12)

®main usc : air-conditioner for car, refrigerator for ice box etc., foaming agent for heat
insulator czt;., lotion for electric parfs

Control Schedule
1989 Start Control, 1995 Phaseout

< Base Leve] > the actual results of the production and the consumption in 1986
< Schedule > After July 1st, 1989 =100% of baseline year
After January 1st, 1994 S 25% of baseline year
After January Ist, 1996 Phaseout¥
¥The production for the essential use is excepted.

HCEC (Hydrochlorofluorocarbops) (agreed in 1992)
®ODP : 0.025-0.11

®GWP : 1,500 (HCFC-22)

@ main use : refrigerator for air-conditioner for home use, foaming agent for heat insulator
etc., lotion for electric parts

Control Schedule
1996 Start Control, 2020 Phaseout (plan)
< Base Level > the actual results of the consumption in 19893%
< Schedule > After January Ist, 1996 100% of baseline year
After January 1st, 2004 < 65% of basclinc year
After January 1st, 2010 £ 35% of baseline year
After January Ist, 2015 = 10% of baseline year
After January 1st, 2020 Phaseout ‘(uscable for 10 years for ref. of existing units)

%X (Base Level) = (the consumption of HCFC in 1989) + (the consumption of CFC in
1989) X 2.8%

*The consumption :is based on ODP ton.

TOTAL P.B@9
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CLIMATE CHANGE
ANNOUNCEMENT OF PACKAGE OF MEASURES
BY THE PRIME MINISTER

Following is a the text of the Australian Prime Minister's Statement on Climate
Change delivered in the Parliament on 20 November 1997.

The Statement contains a strengthened package of domestic greenhousc measures.
The package contains two key components:

provides $180 million over 5 years, mostly directed at new programs or
substantially expanded existing programs

includes regulations - covering strengthened building codes and appliance
standards, targets for increased use of renewable energy and new fuel efficiency
standards.

This package shows that the Australian Government is very serious about dealing
effectively with this long term global challenge. The package will result in a
substantial reduction in Australia’s projected emissions growth (one-third off
business as usual emissions). Also the Government will be moving to implement
these measures immediately, independent of action by other countries and the
outcomes of the Kyoto meeting. With these measures, Australia’s overall effort is
broadly comparable with what the EU and the US propose to achieve.

On the international negotiation issues, the PM's Statement reiterates that Australia
believes that the international response to climate change must be effective in terms
of meeting the environmental challenge, equitable in terms of the costs to be borne
by individual countries and least damaging as possible to living standards and
employment prospects. For these reasons Australia has proposed that individual
targets for industrialised countries be differentiated according to national
circurnstances.

Australia also believes international emission trading would help minimise the costs
of reducing emissions and supports trading on the basis of a satisfactory initial
allocation of emission entitlements and a practical resolution of the administrative
difficulties involved.

Australia looks to Kyoto to support joint implementation as a means of engaging
developing countries in the global effort. Furthermore, because action by developed
countries alone would be ineffective in tackling this global problem, the Kyoto
outcome should provide for procedures and time frames for future commitments for
major developing country emitters.
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Since its election the Government has addressed the critical issue of global warming in
a way that effectively promotes Australia’s national interests.

Those interests lie both in protecting Australian jobs and Australian industry whilst
ensuring that Australia plays her part in the world wide effort needed to reduce
greenhouse gas emissions.

From the-start, we have made it plain that Australia would not accept an unfair share
of the burden. We have rejected and will continue to reject mandatory uniform targets
which advantage many developed countries to the distinct disadvantage of countries
such as Australia,

We have also made it plain that we are not prepared to see Australian jobs sacrificed
and efficient Australian industries, particularly in the resources sector, robbed of their
hard-earned, competitive advantage.

Morcover, we have persistently stressed the need to involve developing countries as
their participation is crucial to any lasting solution to the global warming problem.

These principles have guided our approach.

There is now clear evidence that Australia’s campaign for equity and realism has won
wider support and so, far from our country being isolated on the issue, there is
growing international support for the view that the approach of; say, the European
Union is both unfair and unachievable.

We have an obligation to defend and protect Australian interests, Australian jobs and
Australian industry. We also owe it to future generations of Australians to play an
effective role in the global reduction of greenhouse gas emissions.

The Government’s approach to development and the environment has been balanced
and far sighted.

That approach is reflected in the $1,25 billion Natural Heritage Trust. The Trust
promotes practical ways to rejuvenate the land, rivers and oceans and is the most
profound commitment of any government to the environment

The same balanced approach is behind our Regional Forests Agreements where the .,
practical commitment to equally boost jobs and protect forests has resulted in 409,000
“hectares of additional reserves through the two agreements signed so far.

That balance is also reflected in the protection and management of our seas and occans
through the development of a national oceans policy. This will build on the $106

million already provided through the Natural Heritage Trust for restoring the ocean
environment.

This same consistent balanced and far-sightcd approach has been applied 10 the
greenhousc gas challenge.
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Today I announce the largest and most far-reaching package of measures to address
climare change ever undertaken by any government in Australia.

The package carefully preserves a unique environment and lifestyle for our children's
sake, defends wealth creating efficient industries and promotes lasting employment
into the future, Tt provides a durablc framework to promote Australia’s national
mterest towards the year 2010 and beyond,

In a comprehensive manner, it replaces and far exceeds the random, disjomted projects
of the previous government.

The world's climate scientists have provided us with a clear message - that the balance
of evidence suggests humans are having a discernible influence on global climate.

What is required is sober, sensible but farward-looking action to reduce greenhouse
gases and this is the approach my Government will adopt.

Although Australia contributes only 1.4 per cent of the world’s greenhouse gas
emissions we want to play our part in meeting this challenge. But pulling our weight
doesn't mean carrying more than our share of the burden. Only with all countries
working together, carrying equitable burdens, can we achieve an effective global
outcome.

Thig will require creativity, persistence and in some instances, sacrifices = but the
benefits of preserving our environment and quality of life for the sake of our children
are too important to forgo.

FLAYING OUR PART - NEW DOMESTIC GREENHOUSE MEASURES

For various reasons Australia iz unique.

Our economy has evolved on the basis of our abundant supply of natural resources and
officicnt production and processing of fossil fuels and mineral resources. Fossil fuels
currently provide 94 per cent of our energy needs - far more than other QECD
countries.

Our population is expected to grow by 30 per cent from 1990 to 2020 compared to
less than three per cent in Europe.

We will continue to experience strdnger economic and employment growth than most
QECD countries.

Our cities are decentralised and widely separated, resulting in high transport use per
capita compared to the smaller, closely populated European Union countries.
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Our trade profile means that about 20 per cent of our greeahouse gas emissions are
embodied in our exports (notably aluminium and agricultural products) - double the
OECD average and the highest in the industrialised word,

Our emissions profile is also unique amongst developed countries where the energy
sector accounts for about half of our emissions, compared with an average of 80 per
cent for OECD countries; and where land use and forestry account for around 20 per
cent of Australia's emissions. This reflects the significance of agriculture to our
economy.

In addition, Australia has a responsibility to expart the resources necessary to fuel the
growth of her regional partners and to provide the food required for their people.

For all of these reasons our emiasions are projected 1o grow faster than other
countries. Uniform target proposals that do not take these circumstances into account
will place an unfair penalty on Australia.

Reducing emissions growth is therefore particularly challenging and is more costly for
us than for most other industrial countries. But we are still committed to playwmg our
part in cutting ernissions.

Without further action, Australia’s emissions arc cxpected to grow by around 28 per
cent from 1990 to 2010. This is based on a comprehensive approach excluding land

use change. Emissions from the energy sector alone are expected to grow by around
40 per cent.

The package I announce today will achieve a dramatic reduction of a third in our
expected net emissions growth from 1990 to 2010, .

These measures will reduce our net emissions growth from 28 to 18 per cent in that
period, or some 39 million tonnes of emissions. This is comparable to the emissions
from all the electricity used by households right across Australia.

This is a realistic, even conservative, calculation of the emission benefits, The benefits
from plantations and land use changes, for example, could well be greater than we
have estimated. With the most effective implementation of the package, the full
support of industry and the community, and the best contribution of the States and
Territories we may well achieve even greater reductions.

Taken with greenhouse measures Australia already hes in place the package will mean
Australia’s effort broadly compares on the same basis to what the United States and
the European Union are proposing. Moreover, we are not waiting for others to act.

None of us should underestimate the commitment required to achieve these outcomes.
They will require hard work from all of us. The package gives the lie to those who

make exaggerated but ultimately empty claims that fine sounding targets can easily be
achieved. : _
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The measures have been developed against the background of our national
circumstances and our national interest. They also have been developed against
achievements by Australia to date such as reform of our electricity and gas markets,
halving the amount of waste going imto landfill by the year 2000 compared to 1990
levels and the efforts of particular industries such as the aluminium industry which will
reduce emissions by more than 20 per cent over the same period.

The Government is seeking realistic, cost effective reductions in key sectors where

emissions are high or growing strongly while also fairly spreading the burden of action
across our economy.

The package will allow us to improve the performance of our highly competitive
cnergy dependent sectors while also stimulating new sectors such as renewable energy.
It will demonstrate we can improve the environment whilst generating new jobs and
exports. Far from risking 90,000 potential jobs, as would be the case if we accepted
some proposals, the measures [ announce have the potential to create wealth and jobs.

They address emissions across many sectors - residential, industry, transport, energy,
agriculture, forestry and government operations - in an integrated, effective, and above
all, fair way.,

We are prepared-to ask industry to do more than they may otherwise be prepared to
do, that is, to go beyond a “no regrets’, minimal cost approach where this is sensible in
order to achieve effective and meaningful outcomes.

The Government is providing $180 million over five years for these measures. This is
a significant sum by any standards and a substantial increase in funding. This package
far exceeds the efforis by previous governments on addressing the greenhouse
problem.

Most of this expenditure will be spent on completely new measures, while some
existing programs will be substantially expanded.

Importantly, the level of Commonwealth expenditure does not represent the whole
story. These initiatives will stimulare additional actions and investment by the States
and Territories, industry, and in some cases, consumers.

Our measures build on those in the draft National Greenhouse Strategy. State and
Territory leaders have indicated their support for our greenhouse response and have
agreed to work with us co-operatively in implementing it and in considering further
action of their own.

Let me outline the specific measures.
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Renewable Energy

Rencwable forms of energy currently contribute about six per cent to Australia's total
energy nceds, an amount comparable 10 the OECD average of 6.4 per cent. The
Government will be committing $65 million to ensure this level is increased.

By contributing $21 million, we will create a specialist renewable energy innovation
investment fund to provide government and private sector venture capital for
companies with high growth potential,

So that we can capitalise on our skills we will provide a $30 million loans and grants
programme for the development and commercialisation of the renewable energy
industry. This will directly support the creation of new businesses, jobs and exports,
This funding represents u huge increase on the $4.8 million over four years spent by
the previous government on the Renewable Energy Industry Programme.

And we will also provide $10 million for some leading edge renewable energy
‘showcase’ projects in areas such as tidal power solar thermal power and photovoltaic
technologies.

The Government will work with the States and Territories to set a mandatory target
for electricity retailers to source an additional two per cent of their elactricity from
renewable energy sources by 2010, This will accelerate the uptake of renewable
energy in grid-based electricity and provide a larger base for the development of
comjmerciglly competitive renewable energy.

This enormous boost to rencwable energy development is a huge improvement on
programmes such as the Energy Research and Development Corporation which had
been overtaken by changes in the energy sector.

Our new programmes will stimulate innovative technologies and wealth-creating
businesses and energy suppliers who provide power to communities, employ
Australians and export to the world.- It ig an action-oriented approach.

Energy Market Reform

The possibilities for fuel substitution and innovation will be enhanced as we continue
and accelerate the process of energy market reform.

We will work with the States and industry to develop and implement by the year 2000,

efficiency standards for fossil fuc! electricity generation, including for brown and black
coal and gas fired plants.

This will ensure the adoption of best practice new technology in each fossil fuel class.
Standards will also be phased in to encourage emissions reductions in existing plants,
The standards will apply to new electricity generation projects and existing generation.

These initiatives mean that Australinn energy suppliers will be able to stand tall when it
comes to being clean, green and cost competitive.
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Automotive Industry

In 1995, ten per cent of Australia’s net emissions were generated by cars, four wheel
drives and light commercial vehicles,

We will implement an Automotive Industry Environmental Strategy, in consultation
with the automotive and oil industries and other stakeholders, to enhance the
industry’s environmental performance.

This strategy will involve several elements including;

= mandatory, model specific, fuel efficiency labelling;

harmonised noxious emissions standards with international standards by 2006;

a 15 per cent fuel efficiency improvement target by 2010 over business as usual
through negotiation with automotive companies; and

bringing forward the phase-out of leaded petrol, taking equity considerations into
account,

The Government will also develop a basic network of compressed natural gas

refuelling stations in selected metropolitan ereas to encourage light commercial
vehicles to switch to this more environmentally friendly fuel.

These measures will reduce air pollution and improve the health of our cities as well as
reducing greenhouse gas emissions.

Codes and Standards

The Government will also work with the States, Territories and industry to develop

energy efficiency codes and standards for housing and commercial buildings,
appliances and equipment

For industrial and commercial appliances and equipment we will implement an
improved labelling programme and minimum energy performanee standards,

We will expand the Nationwide House Energy Rating Scheme by including & minimum
energy performance requirement for new houses and major extensions and we will
work with the States, Territories and industry to develop voluntary minimum energy
performance standards for new and substantially refurbished commercial buildings.

These initiatives will take us to best practice standards in these important areas. If this

voluntary approach does not achieve acceptable progress within 12 months, we will
work to implement mandatory standards.
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Tree Planiing and Revegetation
Plantations and revegetation are important means of soaking up greenhouse emissions
- known as greenhouse sinks, '

The Government will work 10 remove impediments to the development of commercial
plantations to achieve the Plantations 2020 vision of trebling the plantation estate by
2020. We will establish a Bush for Greenhouse Programme to encourage corporate
funding of revegetation projects to act as sinks.

This will build on the $22 million for farm forestry and the massive $328 million
revegetation programme being undertaken under the Bushcere Initiative of the Natural
Heritage Trust, which represents the largest revegetation effort ever undertaken with
almost a teafold increasc on the funding of revegetation programmes of the previous
Government.

Greenhouse Challenge programme

The Greenhouse Challenge programme is central to the partnership between
government and industry to reduce emissions.

This programme currently has 100 signed agreements with businesses from a wide
range of sectors.

In total, companies that have signed agreements account for aver 45 per cent of
Australia’s industrial emissions.

Participants have committed themselves to reduce their forecast growth in emissions
by about 22 million tonnes of carbon dioxide cquivalent by the year 2000.

The announcement today provides extra funding of $27 million to extend the
programme to smaller companies and to increase the number of large and medium

company participants to 500 by the year 2000 and to more than 1000 companies by
2005.

Commonwealth Greenhouse Qffice

In order to ensure this package of measures is delivered a Commonwealth Greenhouse
Office will be established within the Department of the Environment. This Office will .
have responsibility for the coordination of domestic climate change policy. .

The Office will be the lead Commonwealth agency on greenhouse matters. It will
provide a mechanism to cnsure domestic greenhouse matters receive the priority the
issue deserves and the Government intends.

Orther Measures

Further measures as part of this statement include action to reduce smissions in urban
areas, initiatives to work toward best energy practice in targeted industries, funding



NOV. -20" 97(THU) 13:01  EXEC BRANCH AUST EMB TEL:2027973209 P. 011

20711 '97 THU 12:01 FAX +81 6 271 5332 PH & C INT @o10

towards a ethanol pilot plant, the development of a national carbon accounting system,

funding to support various National Greenhouse Strategy related measures, and

additional funding to ensure commercial joint implementation projects in developing
_countries.

We are also committed to reducing emissions from the Commonwealth Government's
own operations, including purchases of more energy efficient equipment and

appliances. We will be setting fuel consumption targets for the Commonwealth vehicle
flect.

AUSTRALIA’S APPROACH: FORWARD LOOKING AND GLOBAL

The Government believes that like our national effort, the international response to
climate change must be effective in terms of meeting the cnvironmental challenge,
equitable in terms of the costs to be bome by individual countries and least damaging
as possible to the living standards and employment prospects of our people.

For these reasons Australia has proposed that individual targets for industrialised
countries be differentiated according to national circumstances.

Uniform target proposals based on & 1990 base year would impose a disproportionate
burden on Australia. The cost to our economy of mesting a uniform target of the order
proposed by the European Union would impose a cost on all Australians that other
countries would not accept.

Some industries fundamental to the health of our economy would be hardest hit. The
non-ferrous metals, iron and steel and coal industries would be seriously affected, and
future investment and employment growth would be jeopardised.

Even stabilising our emissions at 1990 levels would put at risk $68 billion of energy
intensive projects and the tens of thousands of potential jobs that go with them.

Significant regional dislocation would result in places Tike the Illawarra and Hunter
Valley in New South Wales, the Bowen Basin and Gladstone in Queensland, Geelong
and the La Trobe Valley in Victoria, Port Pirie in South Australia and the Kwinana
region of Western Australia,

Morcover, the European Community is not asking its own members to reach a uniform'
target. Portugal for example, would be permitted 1o increase its emissions by almost
40 per cent.

We reject this approach of punishing Australian industries to carry a burden that other
countries are not prepared to accept. It is far more sensible and responsible to improve
the performance of existing industries and build new green industries to provide for”
both jobs and the environment.

We believe the way forward is for all countries to play a fair part, with flexibility in the
methods used to reach the targets.
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We strongly support a comprehensive approach to setting targets which covers all
greenhouse gases, emission sources, sinks and sectors, The wider the coverage the
greaier the flexibility to maximise environmental benefit and minimise economic cost.

Australia also believes that an international emissions trading regime would help
minimise costs of reducing emissions. We would support emissions trading on the
basis ol a satisfactory initial allocation of emission entitlemente and a practical
resolution of the administrative difficulties involved.

Joint implementation measures whereby developed countries can work with developing
countries on emission reduction projects can achieve worthwhile outcomes. Australia
is looking 1o Kyoto to support joint implementation as a means of engaging developing
countrics in the global effort.

All along we have argued that climate change is a global problem and all countries
should contribute to the solution. Action by developed countries alone will be
ineffective. OQver time, developing countries must become involved - as by early next
century they will account for over 50 per cent of global emissions.

The Kyoto outcome should provide for procedures and timeframes for negotiating
targets by major developing couantry emitters.

Australia’s proposal for negotiated, differentiated targets is the best basis for a fair
outcome which has a prospect of actually being put into practice and improving the
world's environment. It is also the best basis for encouraging developing countries to
take on commitments to reduce emissions.

The Government has sald it would not agree to legally binding targets until their nature
and content and implications for Australia are clear. We will not agree to any targets
that impose substantial costs on Australia that arc not faced by other OECD countries.

CONCLUSION

With the package of measures I have announced today, the Government is not
posturing for negotiating purposes with theoretical targets but is already taking
practical steps to reduce Australia’s greenhouse gas emissions.

It is 2 package that goes well beyond what any previous government has sought to do.
Ttis a package that puts Australia at the forefront of international action. And it is a

package that Australia will implement even if the internatianal community fails to reach
agreement at Kyoto.

As I have demonstrated to date, my Government will continue to stand up for our
national interest, jobs and economy in the international negotiations.
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We will not agree to an outcome that burdens us in an unfair manner.

My Government has had some success in our efforts to argue the case that an effective
result at Kyoto will require an equitable approach. We have managed to shift the
mrernational debate. As a result of our efforts, there is greater recogaition of the need
to take into account individual national circumstances if there is to be a successful
outcome « as the British Prime Minister, Mr Blair, acknowledged in our recent
discussions.

There is also greater recognition of the need for flexibility to ensure countries can
make a contribution to the global effort - as President Clinton acknowledged in my
meecting with him in June,

At the South Pacific Forum and most recently at CHOGM we were successful in

gaining acceptance of the need for global engagement by both developed and
developing countries.

Nevertheless, let there be no doubt the Kyoto negotiations will be difficult.

Australia's Environment Minister, Senator Robert Hill, wha will be leading our
delegation at Kyoto, will be doing his utmost to secure an agreement that will both be
fair to Australia and be effactive in reducing global emissions.

Uhtimately, the success of our domestic measures depends upon the goodwill,
commitment and action by ordinary Australians, consumers, families, firms and
industry groups, as well as Governments Federal, State, and local. The greenhouse
challenge is theirs and quality of life of our children depends upon their strength of
purpose.

Mr Speaker, I present a copy of my statement and an appendix which provides firrther
details of the measures I have announced today.
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APPENDIX

COMMONWEALTH GREENHOUSE MEASURES

Residential : $
million
Cities for Climate Protection 13.0

The Cities for Climate Protection is a voluntary scheme through which Jocal governments
quantify their emissions, then develop and implement action plans to reduce them, particularly
through community partnerships. It is based on the International Cities for Clitate Protection

Campaign programme developed by the International Council of Local Environment Initiatives.
Household Greenhouse Action 22
Household greenhouse action will bring together the various spheres of government, key
industrics and professional organisations in broadly based partnerships to develop integrated,
consistent and effective strategies to address residential greenhouse emissions. Demonstration
projects and the development of best practice guides will be undertaken to promote energy
efficiency services and products as a key concern in housing design, redevelopment and use.
Energy efficiency rating schemes will be integrated into relevant approval processes for new
homes and major renovations.

Indus $
i million
Extension and Expansion of the Greenhouse Challenge Office - Government/Industry 21.1

Co-operative Agrecements Programme

This prograrme will be expanded 1o involve more large and medium companies and to include
small businesses through an innovative Greenhouse Allies programme. The objective of the
programme is to reduce the greenhouse gases emitted by industry enterprises. The programme
involves enterprises identifying the scope to reduce emissions, putting into place action plans to
achieve this outcome and monitoring and reporting on performance. It will expand to 500 the
number of large and medium size compenies to join the programme by 2000, and to more than
1,000 by 2005.

Energy Performance Codes and Standards for Domestic Appliances and Industrial 44
Equipment _ '
The measure will reduce greenhouse gas emissions by improving the energy cfficiency of
appliances and equipment, The programme enhances and extends existing energy efficiency
programmes. [t involves the development of minimum energy performance standards for new
appliances and equipment, regulating or developing codes of practice to ensure their adoption

and, where appropriate, labelling or rating appliances and equipment 10 help consumers in their
sclcotion.
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Encrgy Performance Codes and Standards for Housing and Commercial Buildings 44
The measure involves expansion of the Nationwide House Energy Rating Scheme (NatHERS) by
including a minimum energy performance requirement for new housing and extensions to
improve encrgy efficiency and reduce greenhouse gas emissions. The Commonwealth will work
with the States, Territories and key industry stakeholders to. develop voluntary minimum energy
performance standards for new and substantially refurbished commercial buildings on the basis of
energy efficiency benchmarks. If after twelve months the government assesses that the voluntary
approach is not achieving acceptable progress towards higher standards of energy efficiency for
housing and commercial buildings, we will work with the States and industry to implement
mandatory standards through amendment of the Building Code of Australia.

Industry Efficiency Benchmarking and Best Practice 10.3
The measure involves industry associations and government working together to identify types,
extent and patterns of energy use within sectors, the improvement potential of enterprises within
that sector based on best practice and working on strategies to implement best practice and to
monitor progress. The benchmarks and best practice indicators will be provided for use by the
Greenhouse Challenge programme to asaist in formulating cooperative agreements.

‘Transport 5
million

Environmental Strategy for Automotive Industry 0.5
This strategy aims to significantly enhance the environmental performance of the automotive
industry through a range of measures including: mandatory fuel efficiency labelling through
Australian design rules; bringing forward the phase out of leaded fuel, taking equity
considerations into account; progressive tightening of noxious emissions standards with a view to
harmonisation with international standards by 2006; negotiations with the automotive i

and companics to secure a 15 per cent fuel efficiency improvement target by 2010 over business
as usual (recognising that the scope for model and design change will increase progressively from
2003) within the National Average Fuel Consumption framework; and the development of
options for challenging bur realistic fuel efficiency rargets for the Commonwealth car fleet from
2003,

Light Commercial Vehicles - Compressed Natural Gas (CNG) Infrastructure is
This will facilitate a switch to the use of natural gas in light commercial vehicles through the
establishment of a distribution network of service stations in collaboration with natural gas
companies and local government authorities. The programme aims to establish a minimum
refuelling network, firstly in Sydney and Melbourne, with possible extension to other major urban
centres.

Ethanol Pilot Plant (funding previously announeced) 2.0
An cthanol pilot plant will be built to demonstrate new Australian technologies for the
production of ethanol from wood fibres and simultaneous waste treatment. It is anticipated that
the ethanol pilot plant will realise substantial net greenhouse gas reduction, urban air quality and
economic benefits greater than all existing fuel ethanol production technologies.




NOV. -20" 97 (THU) 13:04  EXEC BRANCH AUST EMB TEL:2027973209 P.016

20/11 ‘87 THU 12:04 FAX +61 6 271 5332 P & C INT . @ois
Energy $
million
Accelerating Energy Market Reform 5.6

The objective is to lower the rate of growth of emissions by improving the economic efficiency of
energy supply. The measure will expand cnergy market reforms to extend clectricity reform,
deliver integrated and compatible national frameworks for gas and electricity by 2002, and with
the States develop the means to identify greenhouse intensity of energy sources in energy market
trading pools by 2001.

Efficiency Standards for Power Generation 4.1
The Commonwealth will work with the States to achieve movement towards best practice in the
efficiency of electricity generation conversion by implementing efficiency standards for different
fossil fucl classes, so as to deliver reductions in the greenhouse gas intensity of energy supply.
Standards will apply to new electricity generation projects, significant refurbishments and existing
| generation,

Mandatory Targets for the Uptake of Renewable Energy in Power Supplies 38
Targets will be set for the inclusion of renewable energy in electricity generation by the year
2010. Electricity retailers and other large electricity buyers will be legally required to source an
additional 2% of their electricity from renewable or specified waste-product energy sources by
2010 (including through direct investment in alternative rénewable energy sources such as solar
water heaters). This will accelerate the uptake of renewable energy in grid-based power
applications, and provide an ongoing base for commercially competitive renewable energy. The
programme will also contribute to the development of internationally competitive industries
which could participate effectively in the burgeoning Asian energy market.

Renewables \ b
million
Renewable Energy Innovation Investment Fund (RELLF) 21.0

The REXIF will provide funding specifically for the facilitation of commercialisation and
application of renewable energy technologics. All initial investments will be required to be in the
early stages of company development, Government finding will be provided through licences to
REITF fund managers on a competitive basis and invested along with private sector funding on a
2:1 basis.
Rencwable Energy Technology Commercialisation Loans and Grants 29.6
The competitive loans and grants programme will provide support for, and promotion of,
'| strategically important renewable energy initiatives that have strong commercial potential. This ,
will be integrated with the existing Rencwable Energy Industry Programme. .
Renewable Encrgy Showease 10.5
A few leading edge “showcase™ projects will be sclected via competitive tender for seed funding
and/or promotion. These could include projects which are close to becoming commereial, such
as tidal power projects; solar thermal projects and a central photovoltaic generating project in a
technology park.
Renewable Energy Teckhnology Internet Site 0.3
Funding for the developmeat of a sophisticated and up-to-date Internet site on renewable
technologies along the lines of that operated by the US Department of Encrgy to provide
information on technologies, examples of their application and available government assistance.
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International $
million
Activities Implemented Jointly 6.0

Additional funding for the ALY Office, to facilitatc commercial projects in developing countries
and help meet the additional transaction costs incurred by busincss in undertaking a Al project.
This will provide Australian industry with a greater incentive to undertake such projects.

Revegetation, Plantations and Land Use $
million

Plantations — 2020 vision 1.9
The objective of the programme is to implement key Commonwealth responsibilities of the
Plantations 2020 Visions which aims to treble Australia’s plantation estate by 2020 and thereby
increase carbon sequestration. In collaboration with State governments and industry, the
programme involves removing Impediments 1o Australian commercial plantations and supporting
plantation establishment and enhancing investment in plantation-based industries.

Rush for Greenhouse 55
The uptake of carbon dioxide in trees and vegetation offers significant potential to reduce the
overall level of Australia’s greenhouse gas emissions, This initiative will facilitate corporate
funding of Natural Ileritage Trust revegetation projects through Bushcare. Companies or
investors will obtain recognition for the stored carbon reservoir created. By allowing companies
to invest in revegetation activities, companies will have a method to offset emissions created by
their activities elsewhere, Projects selected would have significant carbon sink potential and
would meet the range of other Bushcare objectives.

National Carbon Accounting System for Land Based Sources and Sinks 12.5
This measure will establish a national carbon accounting system through the Bureau of Resource
Sciences (BRS) and Environment Australia (EA) to be managed by a high level steering
committee including key stakeholders. A consolidated package will provide the comprehensive
framework and scientific services necessary to account for Australia’s emission reduction and
sink enhancement programmes to an internationally credible standard. Data on Australia’s carbon
stocks will be verified by satellite monitoring and audited by on-ground sampling procedures.
This form of carbon accounting, which has been adopted by the TPCC, will enable Australia to
benefit from the full *carbon value® of its sink development initiatives such as Plantations 2020
vision and Bush for Greenhouse.

Reducing Methane Emisslons from Livestock 1.0
This measure will provide funding to promote a CSIRO developed vaccine which inhibits the
production of methane in the rumen of livestock.

Government Operations E
million

Energy Efficiency Improvement in Commonwealth Operations 0
The objective of this measure is to reduce the energy consumption and greenhouse gas emissions
of Commonwealth operations and, by so doing, lead the community by example. The programme
involves setting mandatory targets, use of performance contracting, monitoring and reporting on
performance, the development of minimum energy performance standards for new end
refurbished buildings, appliances and equipment and a requirement for utilisation of solar and
other renewable energy technologies where relovant and cost effective.
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Institutional Arrapgements s
million
Establishment of the Commonwealth Greenhouse OfTice 0o |

Implementation of greenhouse response measures is fragmented across a number of agencies and
there is & lack of coordination in delivery. A ‘Commonwealth Greenhouse Office’ will be created
within the Department of the Environment. which will be responsible for coordination of
domestic climate change policy and delivery of greenhouse response programmes. The office
will be the lead Commonwealth agency on greenhouse matters.

Other Measures s
million
Funding for other National Greenhouse Strategy related Commonwealth meastres 10.5

Details to be finalised in consultation with the States and Teritorics.

TOTAL 179.9
(Total does not add due to rounding)
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DATE: October 14, 1997 TIME: 4:52PM
TO: The Honorable FAX: (202) 456-2215
Todd Stern *
Assistant to the President and Staff Secretary
The White House

Number of pages including cover sheet: 3

Attached is a copy of a letter from the Foreign Minister of Paraguay, Dr. Ruben
Mclgarejo Lanzoni, to Secretary of State Madeleine Albright giving the Government of
Paraguay’s support for a pilot project of carbon scquestration in the context of the Joint
Implementation program. I have just talked to Mr. Ron Shiflett in Bucnos Aires, and he
has asked that I fax this document to you. The original is being given by the Paraguayan
Embassy in Washington to the Department of State. T am sending them informal copies as
well.

Because Paraguay moved so quickly on this important global warming issue at
our request, it is im t President Clinton include Para in hi ts on
global warming in Argentina this week.

J """'"

Foreign Policy Group
1333 New Hampshire Avenue, N.W., Suite 700, Washington, DC 20036
Tel: (202) 862-2237 -~ (202) 338-1989 — Fax: (202) 862-2400
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The Honorable Madeleine Albrvight
Secretary of State

Uuited Slates Depattinent of State
2201 C Strect NLW,

Waghington, DC 20520

RE: Lapuna Tigre Joint Implementation Pilot Project

Decar Secrctary Albright;

On fune 13, 1992, representatives of the Governiment of Paraguay joined the
leaders of 160 other nations attending the “Earth Summi(” in Rio de Janeiro.
in signing the Framework Convention on Climate Change.

Our governinent recognizes that mitigating greenhouse gas emissions lLa limit
their adverse effects on global climate and enhancing etvironmental
protection generally is of mutual benelit to developing and developed
countrics alike. Knowing that such efforts will require covpepultive global
solutions and innovative partnerships, the Governueut of Paraguay supports
private voluntary joint implementation projects that seek to reduce or
sequester greenhouse gases and promole sustainable developruent and protect
biodiversity in Paraguay.

The purpose of this leller is to expross our support for a joint cffort by the
International Utility Efficiency Partnerships. Inc., the Edison Electrie Institute
UtiliTree, Inc. Activity, Tucson Electric Power Company, and e prime. an
unregulated subsidiary of Public Service of Colosado, to develop a carbon
sequestration pilot projeot within certain land holdings of the Carlos Casado
S.A. corporation in Paraguay. The governinent of Paraguay also supports the
formal registration of that pilot project under the United States’ initiative on
Joiut Implementation.

The Paraguayan governmen( is fully committed to prutecting its natural
resource base and the environment, while providing sustainable sconomic
developmeat opportunities for our people, and believes that the conteplated
Joint implementation pilot praject would be a significant step n this direction.
This pilot project would seek to protect a critically endangered forest region
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of our coyntry, and to demonstrate the successful use f sustainable forestry

practices. This project will also preserve in perpetuity certain wildlife
populations within thesc project areas. The proposed pilot could, thus, be
expected to result in measurable carbon sequestration and also advance the
cavironmental and economic development interests of Paraguay. It is, indeed,
our hope that the project would serve as a model to be applied elsewhere
within Paraguay and the Southern Cone.

We recognize that the potential for attracting private financial participation in
joint implcmentation measurcs will be advanced by the recognition of
transferable carbon offsct credits, and we support the development of such a
market-bascd incentive program. We understand that the proponents of this
project scek to establish a regime for allocating carbon offsets generated by
the project in order 1o afract private financial participants. Under such a
system offsets would be allocated to the project participants in proportion to
their financial contribution to the pilot project. subject to a shareholder
agreement to be entered into between all parties. Although there is, as yet. no
international system for carbon offsets, the Government of Paraguay commits
to working with the project devclopers and the Govemnment of the United
States to establish a pilot carbon offset system that is credible, accountable,
efficient and fair. We believe such an approach would help demonstrate a
potentially crucial mechanism for realizing, in an ACONOMIC sense, an extra
and heretofore unrecognized value of our forests.

We appreciate the efforts that have been made by the [nternational Utility
Efficiency Partnerships, Inc.. Mr. Angel Cavanagh of Carlos Casado S.A.. and
the United States Gavernment to pursue an open, fair and interactive dialogue
among all partics - governmental and private. That cooperative approach is
esscatial to. building the partnerships neccssary to mect succesfully the needs
of all parties to the Convention, and to pave the way for future joint efforts to
address our plobal cnviroumental, wildlife protection and development
problems. "-

Yours truly,

JM”‘

Rubén Melgarejo Lanzoni
Mins
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For Your Information

No Response Expected

John H. Gibbons

Assistant to the President
for
Science and Technology

Tedd - VT Thisia My’

The White House (202) 456-T116
Washington, D.C. 20500 FAX (202) s@a=3364

———



T Aebeas
Office of Science selifinioe. - < 9
Ofﬁce of Scu_mc_e and Technology UCT3; PML:qg

Climate Change
| A note by the UK Chief Scientiﬁé Adviser,.

Sir Robert May

SEPTEMBER 1997




CLIMATE CHANGE

Note by Sir Robert May FRS

Thunotesetsmnmypmndwewofambjectmwhichthmmmngmﬁcam ' f
uncertainties, The main source of assessment of the scieice s the UN Intergovernmental Panel -
_'onChmateChange(IPCC) MmmppmdbyISOMOmmdthem(chmmmm

worktnggrwp ltsiutsuent:ﬁcususmmtdmwontheworkofsomeZOOOofthewoﬂd’

leading scientists. - e

The Greénhonse effect and eonce:"ns tbout'It

2. ThephymcalpnnapleofthegreenhouseeﬁbctuweﬂutubhshedPmnmply,theemhs'
surface temperature depends on the balance between incoming short-swave energy from the '
mnmdommmglong-mvamsyamnedﬁ‘omtheunhsmr&oemdmsphee Some
gases (“greenhouses gases”) in the atmosphu-e allow shiort-wave solar radiation to pass .
.rmroughandwarmtbewthsmrﬁwe,bmuttheumehmethuegammmmeoﬁhelong—
wavem&mnduduhonennttedbythegounimdkeepthewthwmerthanﬂwodd .
otherwise be. Were it not for these natural “greenhouse gases”, themoatnmpomniofwhwhis
wntervnppur,theearthwwldberouglﬂySO'Ccolder,mdwewmﬂdnotbehere

3. Conoern arises because human activities are increasing the concentration ofgreenhous'e'.
gases; particularly carbon dioxide and methane. While these facts are certan, the implications
for changes in average témperatures, both global and local, are less certain. The ultimate
effects of such temperature chnn‘geonninfal]pndslonnpatterqs-ﬁoodé mddroughts-znd
mmmofwmmmmmmomammmmhmbm&ouﬂm
seem clear. Inwhatfollowslexpandonthmthemu, sketchsomehkelyoomequenmfor
dlfferent parts of Brn:am and other places, and outlme some pohcy choices.




A AR TR R S O s’

Facts about gr.'eenhouse gases

|

T — dioxide in the mnosphu'ehasma'easedbyaboutzs% ovec the
past 100 years (Fig 1). Ifwmmdsmfossﬂﬁldbumngeonmue.mrbondmmdewﬂlbe
presemmtheatmosphereatmncepro-mdusmdlevdsbyuoundﬂlemxddleofﬂ:enen
century. Oneeuhnosphmcooncmuonshavebecnmcrusedtheyukenlongﬁme,
characteristically around 100 years, to decrease even if no more carbon dioxide is added. As
with_tunﬁngalaréedﬁp;mmmlmghgsbﬂwemacﬁonsﬁnwd'u.lweumgioﬁdzbon '
dioxide levels, and the levels actually stabilising. 'I‘hisisutroﬁgar_gumemfor early agion

5. Other gases mdudmgmethane,mtrouso:ndeandchloroﬂuorocubons (CFCs) llso
oonmbuwmthegreenbouneﬂ’ectﬁeytoohavebemmmnghthemnosphere :

Methane levels have doubled over the last 100 years. Nitrous oxide levels are currently rising
ata.roundOZS%euchyw' Asforurbondlonde,nﬂthuemeuaaredwiycmsedby

human activities, largely conneetedwnhqmgygmmuon. mnsportmdagrmlture

6. Carbon dioxide contributes most to human-caused global warming, accounting for
around 70% of the total. The other gases oontﬁbute the nemammg 30% ‘with methane
accounting for about 20%. ‘ !

Greenhouse gases and global temperature

7. Over the past 130 years, global average temperature has risen about 0.6°C (Fig 1). This
maysoundtrivial‘Buttﬁetcmpmdiﬂ'mbetﬁemtodaymdthe'ddmﬁeoﬂhem
ice age, 20,000 years ago, monlyaboutS‘C (ﬂthoughthmwnsadmmtherthmm '
increase, in temperature). Thewt:mawdrangeofvmnbmtymgloballanpamremthe
past 1,000 years is around 1°C.

8.  Direct attribution of these temperature changes to human cctwmu is comphca:ted by the
fact that climate varies naturally from year to year, and from decadetodecade Long-term

hummmducedwarmmghutobedxsungmhedagmsttmsnuuralbackground Although we
do not have daumhngbackmuqrhundredsofymbyc@mpmmg observations ot‘global




mean temperatires with natural variability esumated from climate models, we;.ﬁnc.l the

warming has, over the past couple ofdocadei,_m_endeﬁ bejrondthebounds oflour estimates of
natural variability. This is why the IPCC considered it valid to conclude that the balance of
evidence suggests a discernible human influence on global atmosphere.

/
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Figure 1

9. Inorder to predict how increases in atmospheric concentrations of carbon dioxide and ;

_.other greenhouse gases will affect global temperature and other climate variables in the future,

complex mathematical models of the earth’s chmatesystem have been developed. There is.no
dlspute that, all other things being equal, a doublmg of atmospheric carbon dioxide -
conoentmmn would, by itself, lead to an increase in average global temperature of around

. 1,2°C;

TSI TR

10.  The difficulty is that other things are not bqualfA\ serious problem is that the models are
highly non-linear. A doubled input does not necessarily lead to a doubled output; two and two
do not always add up to four. These mathematical arcana are often manifested in feedback

effects, which can amplify or ameliorate global warming. Important such feedbacks in global

climate models arise from water vapour, cloud cover, ocean dfq:la.tion, reflection from
icecaps, and other things. ‘ '



1 th;muammhmmmcnpomﬁqnomﬁbmtbeodénsmd&oﬁ:mﬂmd'
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surfaces. On average, a warmer atmosphere will possess a higher water vapour content
Water vapour is a powerful greenhouse gas, 5o a positive feedback results, amphfymgthe
warmmg effects.

12, The effect of cloud cover seems to be very variable, depending on local conditions and

on the kind of cloud. Clouds reflect some solar radiation back to space, so reducing the global -

warming effect. However, theycoum«ﬂdabyacﬁnguabhnkztforthetmalmdiaﬁonﬂ‘om
the earth’ smrface.thusmcremngavmgetempenmm thhofthetwoeﬂ"emdommates

- depends on cloud temperature, height and optical properties (whether it is ice or water, thick

or thin). lngmuaLlowcloudscooIglobalchmate.wbmhshdoudstendtomm i
temperature. Feedbackanthereforebeponhveornepuve,mahngthemodelhngdxﬁaﬂn
with the eﬁ‘ectsvuyxngﬁom plaoe to place. :
13. Ocean circulation is particularly important because the ocean acts as a big heat
reservoir, redistributing heat globally via its circulation. The timescales ifvolved in ocean
circulation are much longer (typically decades) than those in the atmosphere and so couplings

Mwemocansmdeaphmmdposﬁb!echmgesmoommuﬂaﬂon,mmbenkmMO .
. account in predictions of climate change. Quite small changes i in reglonal Inmpo:uuon by

" oceans can have a large, but dxﬁwh-to-predwt. influence on local climate chmse. Conversely,

it is possible that small changes in regional climate could result in large, md"posﬁbly abrupt,
changes in ocean circulation patterns. Al this introduces major uncertainties, particularly at

" the regional level.

14.  Another feature of non-linear systems is that, under certain curwmsunces, quite small
changes in a “forcing” variable (for example atmospheric carbon dioxide) can lead to abrupt
and large changes in a dependent variable (for mmple ocean circulation). A possible example
ofﬂuswthedlsmpuenwehavemntothe“EIN‘mo system. mslsamglonofumamlly
warm water which appears every three to five yearsmthe Equatoml Pacific and wlnch
strongly influences weather puttems, especially in tropical and sub-tropical areas. In recent
years, intense El Nifio phenomena have been recorded, which are thought to have led to

AT S T R e - e s b8 Bt i



extreme weather events in the Americas, Australia and Africa. If global warming continues,
perturbation to weather systems like this are likely to become more common. -
15, The IPCC predicts that when all these feedback effects are taken into account, a
doubling of atmospheric carbon dioxide would ludtoanmgeglobal temperaturemerease
ofbetwemlSmd‘!S'C most probably 2.5°C.

16: Any prediction will depend, of course, on the assumptions we make about future
emissions of carbon dioxide and other greenhousegasec Thesc,”in turn, depend on
assumptions about future populanons, economics and ena-gy generation, The IPCC
E npproachestheocuncmmnﬂesbyspdhngmnamgeofpm'blemmos,mdthen

_predwtmg the climate change for each.

17, Figure 2 offers a summary - and a dramatic summary at that - of the IPCC findings. The
left hand side of the figure shows the outcome of the IPCC’s various scenarios for
atmospheric carbon dioxide concentrations for the next two centuries. Each of these scenarios
.desm'ba atmospheric carbon dioxide levelsevmaaﬂynab:hsmgatsomeneudylevel in the
case, forexample,ofs450ﬂmshappemaroundtheyeer2075 butmmostofthescenmosrt
takes longer. Thenghthmdndeoftheﬁgmshmthepredmedmemmglobd
temperature associated with each scenario, once carbon dioxide levels have reached their
steady state; thehonmntalhneshowstheungeofpredmodtempmmmdthedotthe
bestguus(formple,forsttso thetmpemunemmseupredmtedtohebetwemﬂsgnd- ;
2.1°C, with 2 best guess around 1.3°C). The figure on the right also displays three vertical
lines. The first (labelled a)representstheemmatednngeofvmabihtymglobaltempmum
over the past 1,000 years (around 1°C), md&:eseoond(hbelhdb,atTC) represents double
this millennial variability and could be taken as  level at which manmade warming would be
self-evident, beyond al dispute. The third (abelled c) shows the difference between the last -
ice age and the warmest time since (around 5°C). '
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18. Theee IPCC scenarios represent the levels at wluch atmospheric carbon dioxide will
stabilise. To achieve any of these, carbon dlmude emissions (from transport, power '
generation, agnaﬂmrqetc)mﬂnotjusthavetostopgmmng,butwdlhuvetoberoduced
below the present level. For example, S450 assumes that global carbon dioxide emustons will
fall below current levels by about 2035, and will reduce below 40% of current levels after
2100. Presented this way, thetssesmtsmukemrkwcmng. Ifthe“bestguess estimate for
global warming associated with any of the IPCC scenarios is accepted, only scenarios beio_.w %
§550 - which I rate as rather optimistic, given current trends in emissions - keep temperature |
increases below the 2°C threshold. ' ' |

Consequences of global warming: general

19.  So far, this paper has focused on average global chmgesintempmnue Of great
practical interest is howchmatechangewﬂlnﬁ‘wtmdmdual regions. Broadly, temperature
mu'mesvnllbegreatestulnghnonhmhnmdes,mpanbecauseﬁ:emdungofm-wemu
allowmoresohrmdmuontobeabmrbed,thmmphfymgwamngmthuregmn.Warmmgns _
'alsohkelytobegreaterow!andumthanovertheoceam,duetothcsiowthma]mponse
ofthehuaThemoddspredxctmenmemwhmmnﬁﬂwmbecomegrm and others
_wheretlwoppomtexspredmed,mgonml.phoeswhxcha]readygetheevymmfallarehkelyto




'-:seengethuwu'eonvemly wheremin&lllsnowkghtltuhkelytogethghter Butthe
gwgrsphmldeuﬂsofthmﬁndmgsremam,atpmem,unm
20, Inote a few general conclusions, before turning in more detal to the UK. One class of
consequences of climate change relates to sea level change. As the ocear warms, it will
expand and sea level will rise. Somelmdibewillmelt,mdao'chmgestoihelugeibémdsm
oquree:ﬂmdandAnwcucamﬂhavenddmanaleﬁ‘om AnseoflomeSOanmavmgesea
levdsmybeexpectedovetthenextomtury tmtthmml]belarguloculaﬂ’ects As heat
mﬁumﬂoMymmedmmnmﬂmmemmnmmm
thcobmedmlevelnumﬂonlybeaﬁ‘acﬂonofthatwhcbwiﬂmmﬂblyfoﬂow Bvenlf
' thmwmmbenoﬁmherchmgemdmzte(wb:chwmﬂdwquormmple,a&%
deermemcarbondxondeanmsom) mlevelnscmﬂcontnueforhundfedsofyun
7

Tempernmrechangellmhueﬁectsupon the, hydrolog'ical'cwle, whiche&bcﬁvely '
: m:lat&ounochangesmwheremn&ﬂs and where water ends up. Asglobl.lmmg
mcruses,thcwoddmﬂmmoremdworsedroughtsmdﬂoods

2 Bytheywzozo,cﬁmmmemnmumytommpondmmm
 northward shift in climate characteristics of some 100-200km. This and other changes will
 have major effects upon the habitats and ranges of many species of plants, animals, and micro-
organisms. Many of the species, and indeed ecosystems, thus affected will not be able to

respond fast enouigh to “move with the temperature change”. The overall effects aré extremely
complicated, and vary from region to region, in all cases surrounded by a'good deal of '
uncertainty. Rather than make any attempt to survey these questions, I observe that a major
recent study has uttempted to assess the economic value of the ecosystem services” delivered
by natural wologlcel processes: soil formation, water supplies, nutrient cycling, waste

~ processing, pollination, and much else. The assessmient, necessanly very rough, is around £10-
34tn|lxonperyw wnhabmgumofaroundnl trillion, most ofrtoutaidethemarket This |
is roughly twice the conventional global GNP, at around £11 trillion per year. I..arge swathes

o



of this £10-34 tn]hon are at nsk from the pOSSIblB envuomnemal and eoologoai changes
sketched by the IPCC.

. Consequences of global wirmlng; Britain

23. Climiate models are not sufficiently accurate at present to give reliable predictions of
local climate changes. In the UK, _howeter, climate change may already be havmg an
appreciable effect. Of the five warmest years in Central England’s 337 year old temperature
records, three (1989, 1990, 1995) have occurred in the past 10 years. The sumimer of 1976 .
was the warmest ever, mdthnoflwsmcmndmrmest.mmnalws tempmturesm s -
Central England were 3°C warmer than the average between 1961-1990. 1997 i challenging B
these records.

24, In the summer of 1995, rainfall in Central England was about two-thirds of the normal
amount. Overall, the most obvious unpa.ct was in the energy sector, with ot sﬁﬁngs_to the
consumer for the period November 1994 to October 1995 of about £335 million. There were
negative impacts on agriculture (about £180 million), water supply (£96 million) and the
building insurance sector. ' '

25. With global warming, we can generally expect the weather to become more extreme and
more variable: more heat waves, more floods, more droughts. The deep depression, or
“hurricane”, which wrought such havoc in Southern Britain in late 1987 resulted in damage
estimated at £1.9 billion. The indications from climate models are that the number of deep
Atlantic depressions is expected to increase; by the middle of the next century, the incidence of
gales across the country is predicted to increase on average by 30% if no major global actions
are taken to reduce emissions of greenhouse gases: There may already be some eviderice for
this. Since the “hurricane” in 1987, there have been “billion dollar” storms around the world,
each year. 1990 as well as 1987 was a pai'riallarly bad year for storms in Europe.

"26. Climate change scenarios suggest that, as well as becoming more windy, the south of the
UK is likely to become hotter and drier, with very warm days becouung much more frequent




"27. In the loriger term, and more uncertain, are possible effects on ocean currents and
- productivity around the UK. As mentioned earlier (paragraph 13), there ie_:.an important link.

and the demand for water increasing. In contrast, the north west is likely to become wetter.
Drought in the south east and flooding in the north west are likely both to become more
common. Storm damage will be more frequent, with effects on flooding and erosion of coastal
areas and on the cost of flood defence. As temperatute increases and precipitation patterns
change, natural habitats, wildlife species and farming zones will steadily migrate northwards
(insofar as they are able to) by around 50-80 km per decade.

between deep ocean circulation and the hydrological cycle. Increased precipitation in the
North Atlantic region, and increased fresh water run-off, will reduce the salinity of surface
water. Water will therefore be less dense and will not sink s readily. Such changes in marine
salt balance could modify the fluid dynamics which ultimately drive the Gulf Stream. 1
emphmsc that the Gulf Stream, in effect, transports towards the British Isles “free” heat

‘which amounts to 27,000 times the total power generation capaczty of the UK! The possibility

that this might be significantly reduced, much less turned off, is ‘an awesome prospegt.

28 More generally, the world may also be affected by migmtion of populauons from areas

- sev«ely-;ﬁ‘ectedbychangesinmlevel. For example, oveerilliqninBanghduhwillbe.

displaced, and 7 million in Egypt severely affected, by  Im rise in sea level (assuming these
populations do not increase, which is unrealistic).

~ What to do

29. 1believe the world must aim to reduce the emission of greenhouse gases, especially

% cgrbén dioxide. The Prime Minister’s personal appearance at the Special Session at theUN -

General Assembly in June, where he affirmed the UK’s target of & 20% reduction in CO,, was
a valuable demonstration that the UK takes these issues very seriously. Kyoto in December
will present another opportunity for the Deputy Prime Minister to work with our partners,
moving further toward concrete international actions to combat global warming.



30, The UK has already taken exemplary steps to reduce carbon dioxide emissions, mainly
as a result of the moves from coal to gas power gmeuﬁorﬂi’nthélatal%(}gmdea;ly 1990s
(which will result in our carbon dioxide emissions in 2000 being 4 to 8% below 1990 levels).
Althoughpmnﬁ:ltothecoalmdustrymthcux, these changes entailed relat:veiyhttlecost in
overall measures of environmertal protecﬁonorchangesmmuonal hfestyle The next steps :nl
the UK will be a lot harder.

31, The UK’s atmospheric input of carbon dioxide can be broken down, by end user, into
road transport (around 22%) domestic uses (about 27%) and industry (about 28%); &
miscellany of other categories (including other transport, and heating and other energy use in
shops and offices) make up the remaining 23%. Thus the task of reducing such inputs . *
potentially falls very broadly. ‘ '

32.  And we need to think long. Whatever target for 2010 is agreed at Kyoto can only be a
first step for the international community. A long term view of policy options is necessary;
effective decisions in the short term must not hinder our options for taking measures to meet
future reductions targets.

33, In the short term, significant reductions in greenhouse gas emissions are technically
possible, and can be economically feasible. Policy measures-to n.ooelerue technology -
development, and to encourage diffusion and transfer of new technologies to all centres, will
help. An integrated transport policy, plus strict air quality standards, should help reduce
vehicle emissions, but will not of itself be sufficient without development of cleaner fuels, .
more efficient engmes, md alternative energy sources. The same is true for energy supply for
industrial and domestic uses. New technologies will need to mcludc reductions in emissions of
greenhouse gases in the “harvesting” and subsequent use of fossil fuels. swnchmg to non-fossil
fuel sources of energy and a better efficiency of energy use where possible. Better
management of the natural environment can also help. Improvements in how we develop and
sustainably use forests, agricultural lands, and soils in general could play an important part in
reducing emissions and in enhancing the rate at whiich carbon is biologically fixed.

10




34, UK industry should see climate change as opporm::it}r.not as threat. Industry should be

 constructively addressing climate change in their forward planning. Mitigation of climate

change will require big changes in the energy, transport and conistruction industries, in terms
of much greater efficiency in production and use (which in turn wil bring greater industrial
efficiency and competitiveness) and the development of a_ppropriafe, known, technologies.
Many aspects of the Foresight initiative are addressing these questions.

35. . Most of these actions will be impossible unless the public in general are persuaded of the
need for them. For example, if we are to cut transport emissions not just per vehicle butin.
We,ﬂimwmetoughchoieumayhawwbemadeaboinpﬁmswuﬁge Ibelieve -
there is a crucial role for ministers collectively to play, !ea,dmg the British people to appmate '

the need to take firm and early action.

36.  The quality of the UK’s contribution to research on climate change, in the broadest
sense, is strong out of all propbflionto ourrelaﬁvesizeorreswuhqua&ing. We should aim
to maintain this strength, so as to have international policy underpnmod by fundamental
understsnding, to continue our position of international pblicy and scientiﬁc Ieadership in this
arena, and to help persua.dethe world’s sceptics that clnnatechangelsareal and serious |
problem

37, [nt:mately, the problem of chmate change demands mtemat:onal co-operation and co-

. ordination. NomatterhowgoodnjobwqdomtheUK,rtsglebaIeﬂ‘ectswxﬂbemugmal

compared with what happens over the next few decades in, say, China. Deveioped countries,

‘with the highest level of emissions, need to take the lead. We need to promote among

developed countries an understanding that serious and urgent action to limit emissions is
needed, and to press for a solid result in Kyoto. I also believe the Government should use the
moral authority conferred by the UK's conscientious efforts to meet its ovn targets, combined
with our disproportionate contributions to basic undentandmg of the undelplnnmg science, to
help developing countries reconcile sustainable dcvelopmem with amehorauon of atmospheric
greenhouse gas emissions as far as possible. By thm, of course, I do not mean pa:romsmg
moral exhortauons nor throwing money at problems, but rather partnershlps in which we
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explore appropriate forms 'of'help. The Global Environment Facility and, on a small scale
(around £3m pa), the post-Rio Darwin Initiative for helping developing countries record and
conserve their biological diversity, are models. :

Sir Robert May
Chief Scientific Adviser
September 1997 -
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CLIMATE CHANGE

Note by Sir Robert May FRS

'I'lnsnoteaetsoutmypersomlwewofambjeqmwlﬁchtheremnngmﬁcam

uncertainties. The main source of assessment of the science is the UN Intergovernmental Panel

~ on Climate Change (IPCC). 'l'huumpponedb'yISOnat:ons,andthem(chamrtsmeme

worhngg:roup Itsla.stsuenuﬁcumsmmtdrcwontheworkofsomeBOOOOftheworld'
y : leading scientists. ' b e

The Greenhouse effect and concerns about it

2. ’I‘hephyuulpmpleofthegreenhouseeﬁ‘wtuwdlembhshedPmnmply,theemhs
surface temperature depends on the balance betwéen incoming short-wave energy from the |
mnmdoutgomglong-wavemgymned&omthemhsauﬁoemdmnosph«e Some
gases (“greenhouses gases”) in the atmosphere allow short—wave solar radiation to pass
throughandwumtheemhsmrﬁce,bmnﬂzesamemmthmgammwmeoﬂhelong-
wavemﬁ'amdradmuonmmtedbythesround,mdkeep_theemhwarmertbmrtwould _
otherwise be, Were it not for these natural “greenhouse gases”, the most important of which is
water vapour, the earth would be roughly 30°C colder, and we would not be here.

3. Concern arises because human actmtluaremcrewnsthe concentration of greenhouse
gases, particularly carbon dioxide and methane, While these facts are certain, the implications
for changes in average temperatures, both global and local, are less certain. The ultimate
effects of such temperatare change on rainfall and storm patterns - floods and droughts - and
on other aspects of our environment are hard to predictin detail, although the broed outlines
seem clear. In what follows I expand on these themes, sketch some likely consequences for
different parts of Britain and other places, and outline some policy choices.



Facts about gi-eenhouse gases

4. Concentration of carbon dioxide in the atmosphere has increased by about 25% over the
past 100 years (Fig 1). If current trends in fossil fuel burning continue, carbon dioxide will be
present in the atmosphere at twice pre-industrial levels by around the middle of the next
century. Once atmospheric concentrations have been increased they take a long time,
characteristically around 100 years, to decrease even if no more carbon dioxide is added. As
with turning a large ship, there are long fags between actions aimed at levelling-off carbon
dioxide levels, and the levels actually stabilising. This is a strong argument for early action.

5. Other gases, including methane, nitrous oxide and chlorofluorocarbons (CFCs) also
contribute to the greenhouse effect. They too have been increasing in the atmosphere.
Methane levels have doubled over the last 100 years. Nitrous oxide levels are currently rising
auroundozs%euhyw As for carbon dioxide, aﬂthmmumareclaﬂycausodby
human activities, la.rgely connected wrth energy generation, transport and agna.ntm:e

6.  Carbon dioxide oontribmea most to humm—caused globa.lwarining. accoﬁnting for
around 70% of the total. 'I‘heothu'gamoombutethemunmgm% with methane
accounting for about 20%.

Greenhouse gases and globa] temperature'

7. 0varthepast130ymglobdavmetanpmhunmaboutOG‘C(Fg 1). This
may sound trivial. Bmthetanpmred:ﬂ‘uucebctwemtodaymdthememnoﬂhelast
ice age, 20,000 years ago, is only about 5°C (although this was a decrease, rather than an
increase, in temperature). Themmuedmgeofmabﬂnymglobaltmpmtureomthe
past 1,000 years is around 1°C.

8. Direct attribution of these temperature changes to human activities is complicated by the
fact that climate varies naturally from year to year, and from decade to decade. Long-term
human-induced warming has to be distinguished against this natural background. Although we
do not have data réaching back many hundreds of years, by compasing observations of global
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mean temperatures with natural variability estimated from climate models, we find the

warming has, over the past couple of decades, extended beyond the bounds of our estimates of
natural variability. This is why the IPCC considered it valid to conclude that the balance of
evidence suggests a discernible human influence on global atmosphere.
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9.  In order to predict how increases in atmospheric concentrations of carbon dioxide and

,otheryeenhousemwillaﬁ'ectﬁlobdtanpmturemdoth&cﬁmatevnriabluinthcﬁmre,

complex.ri;athmatical models of the earth’s climate system have ‘been_developed‘ There is.no
dispute that, all other things being equal, a doubling of atmospheric carbon dioxide
eoﬁomtntion would, by itself, lead to an increase in average global temperature of around

« 1.2°C.

10. The difficulty is that other things are not equal. A serious problem is that the models are
highly non-linear. A doubled input does not necessarily lead to a doubled output; two and two
do not always add up to four. These mathematical arcana are often Imnnifested in feedback
effects, which can amplify or ameliorate global warming. Important such feedbacks in global
climate models arise from water vapour, cloud cover, ocean circulation, reflection from
icecaps, and other things. ' o
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i With a warmer atmosphere, more evaporation occurs from the oceans and from wetland
surfaces. On average, a warmer atmosphere will i:ossﬁs a higher water vapour content.
Water vapour is a powerful greenhouse gas, so a positive feedback results, amplifying the
warminQ effects.

12.  The effect of cloud cover seems to be very variable, depending on locd conditions and
on the kind of cloud. Clouds reflect some solar radiation back to space, s0 reducing the global
warming effect. However, they counter this by acting as a blanket for thermal radiation from
the earth’s surface, thus increasing average temperatures. Which of the two effects dominates
- depends on cloud temperature, height and optical properties (whether it is ice or water, thick
or thin). In general, low clouds cool global climate, whereas high clouds tend to increase -
temperature. Feedback can therefore be positive or negative, making the modelling difficult,
with the effects varying from place to place. .
13.  Ocean circulation is particularly important because the ocean acts as a big heat
reservoir, redistributing heat globally via its circulation. The timescales involved in ocean
circulation are much longer (typically decades) than those in the atmosphere and so couplings
between oceans and atmosphere, and possible changes in ocean circulation, must be taken into
~ account in prledictio,ns of climate change. Quite small changes in regional transportation by
' oceans can have a large, but diﬁ'iwlt—ti:—predict. influence on local climate clnuge Conversely,
it is possible that small changes in regional ciimate could result in large, and possibly abrupt,
changes in ocean circulation patterns. All this introduces major unwwnnes, particularly at
the regional level.

14.  Another feature of non-linear systems is that, under certain circumstances, quite small
changes in a “forcing” variable (for example atmospheric carbon dioxide) can lead to abrupt
and large changes in a dependent variable (for example, ocean circulation). A possible example
of this is the disruption we have seen to the “El Nifio” system. This is a region of unusually
warm water which appears every three to five years in the Equatorial Pacific and which
strongly influences weather patterns, especially in tropical and sub-tropical areas. In-feceut
years, intense El Nifio phenomena have been recorded, which are thought to have led to




extreme weather events in the Americas, Australia and Africa. If global warming continues,
perturbation to weather systems like this are likely to become more common. -
15. The IPCC predicts that when all these feedback effects are taken into account, a
doubling of atmospheric carbon dioxide would lead to an average global temperature increase
of between 1.5 and 4.5°C, most probably 2.5°C. '

‘.16; Any prediction will depend, of course, on the assumptions we make about future
emissions of carbon dioxide and other greenhouse gases. These, in turn, depend on
assumptions about future populations, economics and enm'gy generation. The [PCC
: appmchenheseunwﬁinﬁesbyspdli:xgom;mgeofpbsﬁblemﬁos, and then
predicting the climate change for each. '

17. ﬁgurezoﬂ’mammry-andadnmﬁc'nmmryatthat-oftheIPCCﬁndings. The
left hand side of the figure shows the outcome of the IPCC's various scenarios for |
atmospheric carbon dioxide concentrations for the next two centuries. Each of these scenarios
describes atmospheric carbon dioxide levels eventually stabilising at some steady level; in the
case, for example, of $450 this happens around the year 2075, but in most of the scenarios it
takes longer. The right hand side of the figure shows the predicted risé in average global
temperature associated with each scenario, once carbon dioxide levels have reached their
steady state; the horizontal line shows the range of predicted temperatures, and the dot the
bestguess(fore:dmple,forS450,thetunperaturcfnameispredi¢tedto liebetween 0.8 and - = .
2.1°C, with a best guess around 1.3°C). The figure on the right also displays three vertical
lines. The first (labelled a) represénts the estimated range of variability in global temperature
over the past 1,000 years (around 1°C), and the second (labelled b, at 2°C) represents double
this millennial variability and could be taken as a level at which manmade warming would be
self-evident, beyond all dispute. The third (labelled c) shows the difference between the last
ice age and the warmest time since (around 5°C).



o .

12 03 4 5 8§ T 8 @ Ar.
f IS S S > (C)
1000 4 $1000 : :—o—-:—
E o |
[ |
800 [ |
|| g am—— ]
8650 |_|r.__ |
900 sssof | :
| ~Taall
" =
i }wmmm | | |
oo . ! A
1800 1900 2000 2100 2200 44 [
.Yl.r s b e
Figure 2

18.  These IPCC scenarios represent the levels at whxch atmospheric carbon dioxide will
stabilise. 'I‘o achieve any of these, carbon dmx:lde emissions (from transport, power '
generation, agriculture, etc.) will not just have to stop growing, but will have to be reduced
below the present level. For example, S450 assumes that global carbon dioxide emissions will
fall below current levels by about 2035, and will reduce below 40% of current levels after
2100. Presented this way, the assessments make stark viewing. If the “best guess” estimate for
global warming associated with any of the IPCC scenarios is accepted, only scenarios below
8550 - which I rate as rather optimistic, given current trends in emissions - keep temperature
increases below the 2°C threshold. ’ |

Consequences of global warming: geneﬁl

19.  So far, this paper has focused on average global changes in temperature. Of great
practical interest is how climate change will affect individual regions. Broadly, temperature
increases will be greatest at high northern lmtudes, in part became the melting of sea-ice will
allow more solar radiation to be absorbed, thus amphiymg warming in this region. Warming is
" also likely to be greater over land areas than over the oceans, due to the slow thermal response
of the latter. The models predict extensive areas where rainfall will become greater, and others
where the apposite is predicted; in general, places which already get heavy rainfall are likely to




see it get heavier; conversely, where rainfall is now light it is likely to get lighter. But the
geographical details of these findings remain, at present, uncertain.
20. Inote a few general conclusions, before turning in more detail to the UK. One class of
consequences of climate change relates to sea level change. As the ocean warms, it will
expand and sea level will rise. Some land ice will melt, and so changes to the large ice masses
over Greenland and Antarctica will have additional effects. A rise of some SOcth in average sea
levels Imay be expected over the next century, but there will be larger local effects. As heat
diffuses slowly to the deeper ocean, it will cause further expansion; hence, at any given time,
the observed sea level rise will only be a fraction of that which will inevitably follow. Even if
" there were to be no further change in climate (which would require, for example, a 60%
decrease in carbon dioxide emissions), sea level rise will continue for hundreds of years.

) 7
21. Temperature change also has effects upon the hydrological cycle, which effectively
translates mtochaugesmwheremn&l]s and where water ends up. Asgiobal wnnmng
increases, the world will see more and worse droughts and floods.

22. By the year 2020, climate change in Britain is likely to correspond roughly to a
northward shift in climate characteristics of some 100-200km. This and other changes will
have major effects upon the habitats and ranges of many species of plants, animals, and micro-
organisms. Many of the species, and indeed ecosystems, thus affected will not be able to
respond fast enough to “move with the temperature change”. The overall effects are extremely
complicated, and vary from region to region, in all cases surrounded by a good deal of
uncertainty. Rather than make ahy attempt to survey these questions, I observe that a major
recent study has attempted to assess the economic value of the “ecosystem services” delivered
by natural ecological processes: soil formation, water supplies, nutrient cycling, waste
processing, pollination, and much else. The assessment, necmarﬂy very rough, is around £10-
34 trillion per year, with a best guess of around £21 trillion, most of it outside the market. This
is roughly twice the conventional global GNP, at around £11 trillion per year. Large swathes



of this £10-34 trillion are at risk from the possible environmental and ecological changes
sketched by the IPCC. '

Consequences of global warming; Britain

23. Climate models are not sufficiently accurate at present to give reliable predictions of
local climate changes. In the UK, however, climate change may already be having an
appreciable effect. Of the five warmest years in Central England’s 337 year old temperature
records, three (1989, 1990, 1995) have occurred in the past 10 years. The summer.of 1976
was the warmest ever, and that of 1995 the second warmest; in summer 1995, temperatures in
Central England were 3°C warmer than the average between 1961-1990. 1997 is challengmg

these records.

24. In the summer of 1995, rainfall in Central England was about two-thirds of the normal
amount. Overall, the most obvious impact was in the energy sector, with net savings to the
consumer for the period November 1994 to October 1995 of about £335 million. There were
negative impacts on agriculture (about £180 million), water supply (£96 million) and the
building insurance sector.

25.  With global warming, we can generally expect the weather to become more extreme and
more variable: more heat waves, more floods, more droughts. The deep depression, or
“hurricane”, which wrought such havoc in Southern Britain in late 1987 resulted in damage
estimated at £1.9 billion. The indications from climate models are that the number of deep
Atlantic depressions is expected to increase; by the middle of the next century, the incidence of
gales across the country is predicted to increase on average by 30% if no major global actions
are taken to reduce emissions of greenhouse gases. There may already be some evidence for
this. Since the “hurricane” in 1987, there have been “billion dollar” storms around the world,
each year. 1990 as well as 1987 was a particularly bad year for storms in Europe.

" 26. Climate change scenarios suggest that, as well as becoming more windy, the south of the
UK is likely to become hotter and drier, with very warm days beconﬁng much more frequent




and the demand for water increasing. In contrast, the north west is likely to become wetter.
Drought in the south east and flooding in the north west are likely both to become more
common. Storm damage will be more frequent, with effects on flooding and erosion of coastal
areas and on the cost of flood defence. As temperature increases and precipitation patterns
change, natural habitats, wildlife species and farming zones will steadily migrate northwards
(insofar as they are able to) by around 50-80 km per decade.

"27. In the longer term, and more uncertain, are possible effects on ocean currents and

productivity around the UK. As mentioned earlier (paragraph 13), there is an important link.
between deep ocean circulation and. the hydrological cycle. Increased precipifaﬁon in the
North Atlantic region, and increased fresh water run-off, will reduce the salinity of surface
water. Water will therefore be less dense and will not sink so readily. Such changes in marine
salt balance could modify the fluid dynamics which' ultimately drive the Gulf Stream. I
emphasise that the Gulf Stream, in effect, transports towards the British Isles “free” heat
which amounts to 27,000 times the total power generation capacity of the UK! The possibility
that this might be significantly reduced, much less turned off, is an awesome prospect.

28. More generally, the world may also be affected by migration of pobulaﬁons from areas
severely affected by changes in sea level. For example, over 6 million in Bangladesh will be
displaced, and 7 million in Egypt severely affected, by a 1m rise in sea level (assuming these
populations do not increase, which is unrealistic).

What to do

29. I believe the world must aim to reduce the emission of greenhouse gases, especially
c_arbdn dioxide. The Prime Minister’s personal appearance at the Special Session at the UN
General Assembly in June, where he affirmed the UK’s target of a 20% reduction in COy, was
a valuable demonstration that the UK takes these issues very seriously. Kyoto in December
will present another opportunity for the Deputy Prime Minister to work with our partners,
moving further toward concrete international actions to combat global warming.



30. The UK has already taken exemplary steps to reduce carbon dioxide emissions, mainly
as a result of the moves from coal to gas power generation in the late. 1980s and early 1990s
(which will result in our carbon dioxide emissions in 2000 being 4 to 8% below 1990 levels).
Although painful to the coal industry in the UK, these changes entailed relatively little cost in
overall measures of environmental protection or changes in national lifestyle. The next steps in
the UK will be a lot harder.

31. The UK's atmospheric input of carbon dioxide can be broken down, by end user, into
road transport (around 22%) domestic uses (about 27%) and industry (about 28%), a
miscellany of other categories (including other transport, and heating and other energy use in
shops and offices) make up the remaining 23%. Thus the task of reducing such inputs
potentially falls very broadly. '

32.  And we need to think long. Whatever target for 2010 is agreed at Kyoto can only be a
first step for the international community. A long term view of policy options is necessary,
effective decisions in the short term must not hinder our options for taking measures to meet
future reductions targets. \

33.  In the short term, significant reductions in greenhouse gas emissions are technically
possible, and can be economically feasible. Policy measures to accelerate technology
development, and to encourage diffusion and transfer of new technologies to all centres, will
help. An integrated transport policy, plus strict air quality standards, should help reduce
vehicle emissions, but will not of itself be sufficient without development of cleaner fuels,
more efficient engines, and alternative energy sources. The same is true for energy supply for
industrial and domestic uses. New technologies will need to include reductions in emissions of
greenhouse gases in the “harvesting” and subsequent use of fossil fuels, switching to non-fossil
fuel sources of energy and a better efficiency of energy use where posﬁible. Better
management of the natural environment can also help. Improyements in how we develop and
sustainably use forests, agricultural lands, and soils in general could play an important part in
reducing emissions and in enhancing the rate at which carbon is biologically fixed.
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34. UK industry should see climate change as opportunity not as threat. Industry should be
constructively addressing climate change in their forward planning. Mitigation of climate
change will require big changes in the energy, transport and construction industries, in terms
of much greater efficiency in production and use (which in turn will bring greater industrial
efficiency and competitiveness) and the development of appropriaic, known, technologies.
Many aspects of the Foresight initiative are addressing these questions.

35. Most of these actions will be impossible unless the public in general are persuaded of the
need for them. For example, if we are to cut transport emissions not just per vehicle but in .
aggregate, then some tough choices may have to be made about private car usage. I believe
there is a crucial role for ministers collectively to play, lu,dmg the British people to apprecme
the need to take firm and early action.

36. The quality of the UK’s contribution to research on climate change, in the broadest
sense, is strong out of all proportion to our relative size or research spending. We should aim
to maintain this strength, so as to have international policy underpinned by fundamental
understanding, to continue our position of international policy and scientific leadership in this
arena, and to help p&rsuuda the world’s sceptics that climate change is a real and serious |

problem.

37. Ultimately, the problem of climate change demands international co-operation and co-
ordination. No matter how good ajobwedomtheUK.mglobal effects will be marginal
compared with what happens over the next few decades in, say, China. Developed countries,
with the highest level of emissions, need to take the lead. We need to promote among
developed countries an understanding that serious and urgent action to limit emissions is
needed, and to press for a solid result in Kyoto. I alsq believe the Government should use the
moral authority conferred by the UK’s conscientious éﬁ“oﬂs to meet its own targets, combined
with our disproportionate contributions to basic understanding of the underpinning science, to
help developing countries reconcile sustainable development with amelioration of atmospheric
greenhouse gas emissions as far as possible. By this, of course, I do not mean patronising
moral exhortations nor throwing money at problems, but rather partnérships in which we
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explore appropriate forms of help. The Global Environment Facility and. on a small scale
(around £3m pa), the post-Rio Darwin Initiative for helping developing countries record and
conserve their biological diversity, are models.

Sir Robert May
Chief Scientific Adviser
September 1997 -
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U.S. DEPARTMENT OF ENERGY
For Immediate Release ; October 29, 1997

| FACT SHEET - |
U.S.-CHINA ENERGY AND ENVIRONMENT COOPERATION INITIATIVE

The new U.S.-China Energy and Environment Cooperation Initiative em braces the energy and
environmental goals of the two nations and identifies priority areas for future cooperation. The
joint statement is an outgrowth of the U.S.-China Forum on Environment and Development, -
established during the visit to China by Vice President Gore in March of 1997,

The joint statement on the Initiative notes the intention of the two nations to undertake a
sustained joint cooperative effort in three priority areas: urban air quality; rural electrification;
and clean energy sources and energy efficiency. This addresses China's goals to: bring electricity
to the nearly 100 million people in rural areas without electricity; mitigate severe air pollution
problems in Chinese cities; promote energy efficiency; and accelerate deployment of clean energy . -
sources and technologies. Estimates point to large potential for these.solutions in the Chinese
market. For instance, China could potentially save 40% of its consumption in the industrial
. sector by raising industrial energy efficiency standards to international levels. China also is

seeking to expand development of : its substantial renewable energy resources, which include an

~ estimated 253 gigawatts of wind energy potential; its indigenous oil and gas resources; and to
increase utilization of clean technologies in the power sector, which is expected to expand at the
rate of approximately 15 GW per year. The joint statement recognizes the expanded role that
U.S. technology capabilities and U.S. industry could play in meeting these challenges and the
substantial trade and investment opportunities which could ensue. In its Ninth Five-Year Plan
alone, China expects to spend $100 billion on electric power development; investment

requirements in the energy sector as a whole over the next twenty years have been estimated to be
on the order of $1 trillion.

The Joint Statement endorses principles of cooperation to promote the role of the private sector.
The Chinese Government notes that it will: “...welcome international investment and economic
and technology cooperation of various forms in China on open, fair and reciprocal terms ... * and
“...will continue to implement energy policy, regulatory, and pricing reforms, which improve the
climate for trade and investment in energy and environmental projects.." The U.S Government, in
turn, plans to look at ways that it might help leverage private sector participation in Chinese
energy sector development.

Since the Governments of the United States and the People's Republic of China initiated formal
cooperation in science and technology under a Science and Technology Agreement signed in
1979, global energy and environmental concerns and challenges have become increasingly
integrated. As the world's two largest energy consumers, the U.S. and China will each play
important roles in the world energy market and in determining, through their energy and

technology choices, how to meet their energy needs in a way that protects the local, regional and
global environment.




China has the world's most rapidly developing economy and associated energy needs are expected
to double over the next twenty years. China is pursuing energy efficiency and a wide range of
technology options to meet its needs and to help diversify its energy supplies, which are now 75%
reliant on coal. A number of cooperative programs between the U.S. and China have been

undertaken in support of China's efforts and the goals and objectives of its Ninth Five-Year Plan
and Agenda 21 program.

U.S. and Chinese energy and environmental cooperation has evolved to address new challenges.
Cooperative efforts now span a wide spectrum, including cooperation in: energy efficiency;

renewable energy; clean coal technology; coalbed methane; climate change; high energy physics; -
and nuclear physics and controlled magnetic fusion.

The two nations have a strong foundation of cooperation on which to build:

Renewable Energy

The U.S. and China have a number of accomplishments in the renewable area. Among these
accomplishments are: the electrification of 600 homes in Gansu province to be completed by July
1998 based on an equally cost-shared program between the two countries; a feasibility study of
small scale wind/PV/diesel systems conducted for Inner Mongolia resulting in plans by Inner
Mongolia to install these systems in 360 homes; wind resource assessment and mapping;

feasibility studies on biogasification; and marketing and technical assessments for renewable
applications in six provinces.

Energy Efficiency

The two nations have adopted action plans identifying cooperative efforts in ten priority areas.
This will include: a cooperative effort with the Natural Resources Defense Council to sponsor a
conference in Beijing in December to share U.S. efficiency policy experience and its applicability
to China; development of a Motor Challenge program for China aimed at electric motors for the

* industrial sector suited to China's needs; developing a contract model for U.S.-China cogeneration
projects; demonstration projects in China through U.S. industry in energy efficiency enhancements
in apartment buildings; and cooperation in energy efficient lighting in support of China's "green
lights" program. _

To increase opportunities for deployment of U.S. commercial renewable and energy efficiency

projects in China, the two countries are working together to establish a $50 million credit facility

by the U.S. Export-Import Bank for such projects. The two governments will begin the process
of identifying projects suitable for the credit facility.

Fossil Energy and Clean Coal Technology

Cooperation in fossil energy has included: the establishment of a U.S.-China Energy and
Environment Center in Beijing which began operation in January 1997; technical and financial
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~ assessments of Integrated Gasification Combined Cycle technology; a joint experts report on coal
preparation applications for China; and support for U.S. technology suppliers in environmental
control systems for SO2 and NOx. China's State Planning Commission has also agreed in
principle on the establishment of a U.S.-China Oil and Gas Forum of government and industry
experts from both countries, the first meeting of which is being planned for 1998. The objective

of the Forum will be to assist China in its effort to secure reliable, economic, clean and abundant
sources of oil and gas. '

Air Quality, Public Health, and Global Climate Change

The U.S. is assisting China in: epidemiological research on the effect of airborne particulates on
children's health and on the effect of indoor burning of smoky coals on public health; its effort to
phase out lead in gasoline; developing and using coalbed methane sources; and assessments and
information exchange on large and regional scale climate models and general circulation models.
The U.S. is also providing assistance to China to support its climate change country study,

. national climate change action plan development, and associated energy technology cooperation.
U.S. financial support for China's country study and national action plan totals more than
$1.900,000 and China has contributed $300,000 (in kind). Through this program, more than one
hundred Chinese analysts and technical experts have been brought to the largest climate change
analysis ever conducted in China. U.S.-China joint research on climate change has provided

unique data sets including a 2000 year climate record and some 150 publications over 10 years of
effort. :

US. China E 4 Enyi C o Yoo

A central goal of the new Initiative is to intensify cooperative efforts between the two nations and
seek to mobilize significant levels of clean energy trade, investment and appropriate technology
transfer over the next five years. Cooperative efforts will focus on:

Urban Air Quality: governmental cooperation on energy related air pollution problems in such
areas as: urban air quality monitoring; implementation of emissions standards; housing related
issues; the phase-out of lead and other air pollutants; and enhanced business sector involvement in
natural gas infrastructure development, coal gasification, manufacture and use of energy efficient
vehicles, emissions monitoring equipment, and improved vehicle fuels.

Rural Electrification and Energy Sources: a substantial program, involving governmental and
business sector cooperation, to bring clean energy systems to China’s rural areas, using grid-

connected windfarms, solar home systems, biomass, geothermal production and use, mini and
micro hydro, and natural gas-fired systems.

. -a substantial program, involving governmental and
business sector cooperation, to promote U.S. -China cooperation on clean energy sources such as
clean coal technologies, natural gas and coal-bed methane development, oil sector development,
~ renewable energy and energy efficiency.



LUs &9 21 La.V0 d eV maUd LW

The Initiative will be led for the United States Government by the U.S. Department of Energy, in
conjunction with the Department of Commerce, the Office of Science and Technology Policy and
with the Environmental Protection Agency and other agencies participating in the U.S.-China
Environment and Development Forum. For China, implementation of the Initiative will be led by
the State Planning Commission, in conjunction with the State Science and Technology
Commission and the National Environmental Protection Agency of China. Progress on
implementing the Initiative will be reported annually to the leaders of the two governments.



UNITED STATES OF AMERICA Za ¥\ KT
" PEOPLE'’S REPUBLIC OF CHINA

ENERGY AND ENVIRONMENT COOPERATION INITIATIVE
) ! [. ton ’ - :

. ® A sustained joint effort, through govemmental coopemuon and paruclpanon of the business and

othasectors,tohelpmeetChmasmergynceds,whﬁemvmgtopmtectthelocal,regwnal
mdglobalenvuonmmt. ‘

Goals

e Contribution to local, regional, and multilateral environmental objecuves from i unprovmg
public health to addressing climate change

° Enhmedbﬂmﬂmpamonmd:eﬁeldsofmgymdenwmnmmthatmy mclude
mmee,technology, commerce, and other areas.

° Mobﬂmnon of significant lcvels of clean energy trade, i mmunmt, and appmpnate tcchnology
nansferoverﬂnnnctﬁveym

TargetedAms :

° Urbanurm govunmmta!ooopaauononmgymlmadmpoumonpmblemsmmh
areas as urban air quality monitoring, implementation of emissions standards, housing related
issues (building materials, home heating and cooking), and the reduction of lead and other air -

' poﬂuum,mhmedbuamssmmvolvcmanmm“uasmﬁummdevdopmmn
coal gasification, manufacture and use of energy efficient vehicles, emissions monitoring

pment.andlm;u'ovdvehxcleﬁlels

- o Rural electrification and energy sources: lsubstanualprogmm,mvolwngeoopermonof |
mmmmmmmmmmdmwmmcmmsmﬂm
mggrxd-eomectedmdoﬂ'—gndmewnblu,nnmmdmmhydm mdnann'nlgas-ﬁred

- _ﬂmmm ambmnalmgnm,mvotvmgeoopuanonof
' governmental, business, and other sectors, to promote U.S.-China cooperation on: 1) clean
energy sources in such areas as coal liquification, coal integrated gasification combined cycle
(IGCC), circulating fluidized bed (CFB), natural gas and coal-bed methane development, oil
sector development, wind energy, and solar energy; 2) energy efficiency in such areas as
Mcmmwgmon,mmdpmmcomlsughﬁn&dimam&
mﬁommmmm;ovmwmmmwmmdwm
cooperation efforts.

° Theiniﬁaﬁvcmdsoadd:uscoopaaﬁon'inpmﬁnw-ofnuclmmgy, consistent with
the 1985 bilateral agreement on this subject.
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- @ China will actively support international cooperation in relevant fields and welcome

-~ international investment and economic and technology cooperation of various forms in China
on open, fair, andrec:procnltumstomeettheoomtrysmgyneedsandpmtectthc '
environment in a sustained way. China will continue to implement energy policy, regulatory,

mdprmngmfonns,whxchnmpmvedlechmatcformdemdmvmmmmgyand
envuonmentalpm]ects '

e TheUS. economy can offer cost-competitive, ammnmenta.lly superior energy technologies.
In the context of this initiative, the U.S. government will look at ways that it might help
leverage private sector participation in Chinese energy sector development. Steps the U.S.
government could consider include appropriate legal authority for such U.S. programs as the
Trade and DeveIOpment Agency.

a Enwmnmentally sound energy technologies shouldbesmdwdandapphed,tahng into
consideration life-cycle costing, externalities, and innovative financing mechanisms.

e The initiative could accelerate the deploymmt of clean energy projects and the appropriate

transfer of related technologies by identifying project opportunities and leveraging private and
* .other sources of capital. It could also set the stageforhoadaeoopuauonmglobal
environmental issues. :

Imp!emenfaﬁon

° 'IthS mdcmnesegovanmtsxhouldeuchukeswpstosmponmplcmcnmmnofthu
initiative, which is confirmed by the summit of President William J. Clinton and President Jiang
ZemmasmmﬂgmwthoftbeU.S-ChmaFomonEnvmnmentmdDevcloymmL

® 'IhelmpluncntanonwﬂlbeledbytheDepmMowa-.-mcon,]tmcuonmththeOﬁice
of Science and Technology Policy and the Department of Commerce ~ for the U.S., and the
‘State Planning Commission - in conjunction with the State Science and Technology
~ Commission and the National Environmental Protection Agency - for China, in consultation

mthnﬂrelwan;agmesofthehwgovmmmmpmngmﬂnus-c&im?omon

°. thmtheﬁmeworkoftbcmmemnmoftheUS andChmmegovernments
- should conduct concrete discussions on cooperative efforts, sign relevant agreements, and report
mmﬂymdwleadusoftharmpmvegommmtsonpmmmmplcmmmm -

Signed at Washington, D.C., dnstvw:nty-mnthdayofOctober 1997, mtheEnghshand
Chinese languages.

-

FOR THE GOVERNMENT OF _ FOR THE GOVERNMENT OF
THE UNITED STATES OF AMERICA: THE PEOPLE'S REPUBLIC OF CHINA:

it bgls '
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 OFFICE OF THE VICE PRESIDENT -

. For Immediate Release Ti0 0 Contack Fonathan Spalier
Oolobee 294997 "~ o et L = T oogassnes

UNITED STATES AND CHINA ADVANCEENERGY .+~
i i Prsient A Gt tody s i it wil mo e ot it
- greate;-ooopergﬁqnina;grgy'andenvironmgnmlsgienbg,teqhnqlogy'qhd't;ﬁde;.l‘hg'gw... wx

' ground inaddressing climate change.' . .+ - :

. Secretary of Enéigy Federico Penia end Minisier Zeng Peiyan, Vice Chsirinin of Chicia's -
 State Planning Commission, foday signed the first comprehensive stateméat or éneriy and the .

. . eavironment betweea the world's two largest energy-consuming nations. The nations plan ajoint : -

. program of conducting research; sharing dat > xpanding the use of energy efficiency and'clean - -

.+ energy technologies such as natural gas, clean eoal and renewables; and facilifating tradeand * .
investment in these technologies. The initiatives will lielp meet China's growing energy needs =~ -

' _-'andn._lralelecuiﬁeaﬁonobjécﬁyﬁ_ﬁthdmeﬁexgir'sbhxﬁbpslﬂi 10 A o S e

-, "With the momentum building for intemationa i goopetation o the‘environment, thisis | ©

-an opportune time to expand U:S.-Chinese ‘cooperation in ways that will benefit both the .~ .

.- environment and the global economiy,” said Vice Président Gore. "By applying the most - 2

advanced scietific and technalogis tools nd inviing th private secto' participation, wesre *. ©
opening the way for meeting China's and, in tirn, the worldwide energy challengesofthe =~ - - -
- The joint statement was signed during a U'S.-Summit between Presidents Bill Clinton. -
and Jiang Zemin this week and is an outgrowth of thie U.S.-China"Environment snd Development
. Forum established in March 1997 during the Vice President’s visit to Beijing. Under that broader * -
umbrella of cooperation, the energy initiative addresses cooperation in local, regional and
multilateral environmental objectives, including climate change; energy and environmental _
science and technology; and clean energy trade, investmeént and technology deployment over the
next five years. Co e T T : :



~ The joint work will target China's objectives to. bring electricity to nearly 100 million

e people in rural areas and to address urgent air quality problems iri Chinese cities. In the rural

" electrification program, which is already under:way, public and private partners are developing
and deploying grid-connected and off-grid refiewable energy sources, mini and micro hydro
projects and natural gas-fired systems. Measures that are addressing air pollution include urban
air quality monitoring, emissions standards and reduction of lead and other pollutants. Energy
efficiency and clean energy initiatives including clean-coal technologies, natural gas technologies -
and wind and solar energy. SR £ a L,

The expanded cooperation, which will:be conduicted in coordination with the Department

-of Energy, the Department of Commerce, the Office of Science and Technology: Policy, the
~Environmental Protection Agency, and other fedefal agencies, will draw on U.S. scientifio and
~technologic capabilities for helping China meet these challenges in an environmentally sound

way, while expanding investment and trade opportunities for.U.S. companies: The United States-

can offer cost-competitive, environmeiitally superior technologies to help meet China's energy
- needs, which are projected to double.in 20 years. In the joint statemént; China noted its plans to
* ‘increase business sector participatiori in meeting this challenge and to implement energy policy,

.regulator and pricing reforms that will improve the climate for trade and investment. ‘

Secretiry Pena and Misister Zeag discussed teatati plans for & U.S,-China Oif dad Gas

" - Forumn for next year and the possible establi hmexit of a $50 million commiercial credit facility by - .

* . the Export-Import Bank for energy efficiency and rencwable energy projects in China.: The U.S.
Department of Energy would help China identify projects for the latter. - Thesé activities were
initially discussed during meetings between Secretary Pena and Vice Chairman of the State

+ - Planning Commission Ye Qirig in May 1997. -

undertaken cooperative projects in energy efficiency, renewable energy, fossil. Energy, nuclear

-+ physics and controlled magnetic fusion, and global climate change. . Accomplishiments have

_ included establishmerit of an energy and eavironmental centér in Beijing; installation of solar
- _systems in 600 households in Gansu province; wind assessments; feasibility studies of

Since their first bilateral since and technology agreements; the two countries have

g " biogasification, wind; and clean coal techriologies, adoption of an energy.efficiency action plan;

and a climate study:



Tty ST

g Key Country Positions — Climate Change Negotiations (As of 10-30-97)
U.S. Japan Australia NZ Canada EU G77/China* Russia Brazil

Budget periods yes yes yes yes yes probably maybe yes yes-diff. form
Target: uniform | differentiated | differentiated | differentiated | uniform, but uniform, but | uniform, for |differentiated, | differentiated
Uniform or hinting at EU “bubble” | AnnexIonly | in Annex]
Differentiated differentiation “bubble”
Has Country or | yes(0%) yes (0-5%) no no no, but yes (15%) yes, for yes (?) yes (?)
Group Tabled announcement Annex | only
Its Target? expected 10/31
Baseline 1990 1990 1990 1990 1990 1990 1990 1990 multi-year
International yes yes, yes yes yes no, limited JI in no yes** yes
Emissions w/conditions Annex [ only in

§ Trading lieu of trading

™

| Carbon Taxes no no no maybe no maybe no 00 0o

Z| Joint yes yes, yes, but light | yes, butlight | yes, but light | limited JI in clean ? clean

! Implement. w/conditions Annex I only | development development

a| w/Credit fund fund

[£3]
Developing yes light yes yes yes coaditional, no yes no
Country tied to early
Commitments/ review

| Evolution***

—

| Harmeonized no yes, but light no yes, but light yes, but light yes no no no

r~| Policy &

©|Measures

S Aunex B yes light yes yes yes Annex X**** no yes no

E Compensation no no no no no no yes no yes

;' G77/China has put forth a unified position, but that position masks substantial differences within its ranks.

—
—** Russia would like tradin

E

g to include “paper tons” for its below-baseline emissions prior to the first budget period.

*** Chairman has omitted evolution from the text of the protocol, but not ruled out possibility of inclusion in a “Kyoto Mandate.”

EU’s name for a proposal that is very similar to the U.S. proposal.

DRAFT
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MEMORANDUM FOR BILL ANTHOLIS

FROM: MICHELLE FORREST
RE: SUMMARY OF REACTIONS TO CLIMATE POLICY
Denmark

Pledged to work with the U.S. to prevent a breakdown at Kyoto despite disparity of
positions. Expressed reservations about U.S. ability to bring significant funding to joint projects.

Venezuela

Does not like the EU proposal; thought US proposal was helpful. Does not want to make
any commitments regarding JI, especially since it feels it must protect its status as a petroleum
exporter and efficient JI projects may jeopardize that. The government has yet to come to
consensus on this issue.
Bangladesh

Seemed interested and aware, but no commitments.
Saudi Arabia

“Did not understand” why they were supporting aggressive G-77 position, but will look
into it. Wanted to work within the G-77 and were not supportive of JI. Recalled very productive
meeting with U/S Wirth In September.
Honduras

Surprised by negative reaction to US proposal and said JI had a future in Honduras and
that it was “very important” for US and Central America. Embassy thinks Honduras will be
guided by overall Central American approach on this issue.
Ecuador

Leaning towards Costa Rica proposal of capping percentage of emissions credits that can
be obtained through JI, though they recognize and support the benefits of JI. Concerned about
effects on petroleum revenues of some GHG reduction schemes.

Mexico

As you know, working on an agreement along the lines of Argentina’s. Realize that there
is mutual interest. They were surprised by the breadth and negativity of reaction to our policy.
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UNFCCC Issues Comparison Chart Afiors
Issues ICCP Position U.S. Negotiating Position | Chairman's Text
Review and reporting with To be determined at the first
Compliance penalties for non-compliance. Eeeting of the Parties post-
yoto.
Developing Developing country _ Developing country NO new commitments.
Country Role commitments should be commitments required. Voluntary commitments
known prior to first budget allowed.
period. »
"Uniform goals for all countries | Uniform goals for all countries | Includes option for different
Differentiation commitments for Annex I
Parties.
Emissions trading between all | Emissions trading amoung Allows trading between
countries. Credit for early countries with binding Annex I and Article 10
Emissions action. commitments. Credit for early | countries that are in
Trading action. compliance with obligations.
Emissions levels achieved
prior to the establishment of a
trading system cannot be used
for trading. No developing
country .
Significant percentage (/5%) | Unspecified Requires ratification,
of emissions and majority of acceptance or approval by at
Entry Into developed and developing least 50 countries whose
Force countries oOr parties emissions are at least 3
represented gigatonnes of Carbon.
Comprehensive approach Comprehensive approach Comprehensive approach
Gases Covered (basket of gases) suggested
but some gases and sinks are
qualified.
Joint implementation projects | Joint implementation projects | Allows JI credit between
Joint allowed between all Parties allowed between all Parties Annex I or Article 10 Parties.
Implementation All other projects will be
decided after the completion
of pilot phase - post 2000.
Long Term __ | To be established by Parties | To be included in Protocol None required ~"
Objective
: None mandated and no None mandated Contains Annex of policies
voluntary annex listing and measures which should be
Policies and adopted according to national
Measures circumstances. Parties should
aim to implement those
identified in Annex as part of
fulfilling commitment. .
Budget period should not end | Multi-year budget period of 3, | Reduce, limit, net or aggregate
prior to 2020 and take into 5 or 10 years. No reduction | emissions by 5, 15, or 20%-
Targets & account need for target specified. below baseline of 1990 or
Timetables implementation, investment period surrounding 1990.
cycles and economic Timetable by 2010 or period
conditions. surrounding 2010.

October 21, 1997
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