
Draft #2 

Entry Into Force  

Proposal  

o Structure entry into force trigger so that: 

U.S. ratification is not a precondition; 

ratifications of some developing countries is a 
precondition. 

o The exact percentage of global greenhouse gas emissions 
that should be required for entry into force will be 
addressed separately. 

Discussion 

o Most countries have indicated support for an entry into 
force clause that requires not only a specific number of 
countries to have ratified, but a certain level/percentage 
of emissions as well. 

o In our January draft protocol, we slApported the notion of a 
"weighted" entry into force clause, without specifying what 
the trigger would be. 

o Two issues have arisen in connection with the emissions 
trigger: 

- _ whether U.S. ratification should be a precondition for 
entry into force; 

whether developing country ratifications should be a 
precondition for entry into force. 

U.S. Ratification  

o In Bonn, it became apparent that some countries (such as 
Japan, Canada, and Australia) believe that the trigger 
should be crafted so as to require U.S. ratification before 
the protocol could enter into force; other countries (such 
as Switzerland and likely the EU) disagree. 

o We therefore need a position on whether U.S. ratification 
should be a precondition to entry into force. 

o If U.S. ratification were required: 

a disadvantage is that the Senate would be able to 
hold up the entire agreement, not just U.S. 
participation; 

• 
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-- advantage is that implementation of the agreement, 
including decision-making, could not begin without us 
(contrast the Biodiversity Convention); 

an advantage or disadvantage, depending on one's point 
of view, is that there would likely be substantial 
international pressure on the United States to ratify. 

Developing Country Ratification - 

o When we proposed our "evolution" article, we contemplated 
an entry into force clause that would require a certain 
level of developing country ratifications (e.g., China, 
India) for entry into force; that way, such countries would 
be bound to the evolution obligation at the same time that 
we were bound to take on our emissions obligation. 

o It now appears that the evolution article will not be in 
the protocol. 

o As such, it could argued that it is not helpful to include 
developing countries in the entry into force trigger --
their ratification would not commit them to anything beyond 
"advancing existing commitments;" however, they could 
potentially block entry into force of the agreement. 

o On the other hand, from an optical point of view, carving 
developing countries out of the entry into force clause 
could make the protocol look like an "Annex I only" 
agreement; this would not be helpful domestically. 
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OUTCOMES IN KYOTO 
11/18/97 draft #2 

I. Full Success 

• All elemcnts of the US proposal are accepted, or we are prepared to accept modifications to our 

current demands sufficient to ensure an agreement in Kyoto: 

— provisions on JI 

— emissions trading 

— stabilization target set between 2008-12 

— participation of developing countries through Article 10 — including some 

announcements by key countries that they will accept targets, and adequate provisions in 

Article 12 and 13 (on advancing the implementation of Article 4.1) 

• No action is needed post-Kyoto except to follow up on opcrationalizing agreement 

II. An agreement is reached that is unacceptable to the U.S., but broadly accepted internationally 

• Key elements of the US proposal are rejected or modified too extensively to prove acceptable: 

— provisions on JI: e.g., agreement excludes entirely or delays dccision until after the pilot 

phase is completed 

- emissions trading: e.g., agreement allows additional (and possibly constraining) rules to 

be developed; allows only limited amount to be counted toward budget 

— target: agreement calls for budget period to begin before 2008 or sets a more ambitious 

target than stabilization 

— developing countries: Article 10 is not incorporated into agreement; additional 

pernicious language is added to Article 13 (on fmancial assistance to developing 

countries): Article 12 is too weak and does not actually "advance the implementation" of 

developing country commitments. 

• Due to such modifications, the U.S. and a few others would not be able to accept the agreement 

in Kyoto — but most other countries could; 

— Within JUSCANZ, Australia is likely to be unable to accept any legally binding 

agreement, as is OPEC, but Japan, Canada, Norway, New Zealand, SwitzerIand and 

Iceland may ail able to accept what is essentially a constrained Annex 1 obligation with 

no developing country commitments. 
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— Other Annex I countries, in particular Russia and Eastern Europe, will e able 
and offer 
to accep

s 
t 

any agreement provided it allows  thern to grow to at least their 1990 lebvels —  

them some compensation in the form of emissions trading to sell excess tons. 

- Developing countries will be able to accept the agyeement provided it does not require 

action on their part. 

— If the agreement is problematic because JI does not succeed, we may be able to ratify 

once the AIJ pilot phase has been cotnpleted, and JI becomes a ful 
even if

ly allowable acti
we do 
on 

under the FCCC itself. Given that we will remain  Party 
to the Convention  

not become Party to the protocol, we may be aggressive in pushing for J1 in that forum. 

— If thc agreement is problematic because of developing countries (e.g., Article 10 is not 

accepted, or provisions in Article 12 or 13 are egregious), we may work bilaterally with 

key developing countries to bring them to take commitments on action. We may also 

seek to use the second review of adequacy (called for in Articlc 7(2)(a) of the FCC.C. to 

consider next steps for developing countries. Eithcr action will be difficult if not 

impossible unless we have taken unilateral action to reduce emissions, and to 

demonstrate our goo d faith efforts to address the climate change problem. 

— If the agreement is problematic because the target is too aggressive (e.g., the period 

begins too soon or is set at too arnbitious a level), we may have little recourse with 

respect to revising the agreement. However, we will need to rapidly move to implement 

policies arid measures to reduce our emissions domestically so that any next step (e.g., in 

a later budget period or negotiated through a follow-on agreement) is still within our 

reach. 

III. An agreement is reached that is unacceptable to the U.S. and a significant group of other countries 

• As with Alternative II above, key elements of the I.JS proposal are rejectcd or modified too 

extensively to prove acceptable. Given that we currently have thc hardest line on developing 

countries (with few others supporting proposals as aggressive as ours), this option assumes that 

the key provisions in which othcr countries would join us in considering unacceptable will be 

related to flexibility or the level of the target. 

• Like-minded countries can be expected to include Australia, Canada and Russia, as well as OPEC 

and possibly Japan (although Japan will be significantly constrained by its role as Kyoto host) 

— If the agreement is not acceptablc because the target is too aggressive, we may seek a 

declaration of intent with the group of like-rninded countnes toward an alternative target 

(either through the development of an alternative multilateral agreement, or through 

agreement to take "common" unilateral targets); this could allow us to maintain our 

stabilization goal, and would likely bring in Russia, Canada and Japan — although 

probably not Australia. 

2 

• We have two choices: (1) block consensus (and either walk away or seek to continue the process 

beyond Kyoto), or (2) not block adoption of the agreement, but work outside of the agreement to 

make it more acceptable. The following points outline a course of action should we not choose to 

block adoption in Kyoto. 
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- If the agreement is problematic with respect to flexibility, we may have fewer supporters 

(i.e., possibly Russia, Canada, Australia and New Zealand but probably not Japan) we 

may seek: 

(1) to create a bubble including this group of like-rninded countries in lieu of emissions 

trading (thus taking advantage of Russia's tons); or 

(2) to work with key developing countries to insure that JI and trading become a 

fundamental part of any subsequent budget period under the protocol. 

IV. Process Outcomes 

• Proposing to continue to work on the agreement post-Kyoto: 

— It will be extremely difficult (if not impossible) to change the terms of the Berlin Mandate 

during any extension of the negotiations. Thus, if the reason for opposing agreement in 

Kyoto is inadequate response on the developing country front, wc may not find a formal 

extension uscful. Howcvcr, if we are close to agreement on rnost issues, and only need 

slightly more tirne to resolve outstanding technical questions (e.g., on gases or sinks, or even 

on emissions trading or 11), the extension may be valuable. 

— Note that during this period, we will need to establish meetings (currently unplanned beyond 

the two weeks of sessions of the FCCC subsidiary bodies for Spring/Summer 1998 and COP-

4 in late Fall/Winter 1998). Delay will also providc timc for "naysaycrs" to work to void 

areas where agreement has been achieved. 

— Such an outcome will be something of a "black eye for Japan; efforts at the highest levels, 

including both the President, and possibly the Vice President (during his COP-3 attendance?) 

will be required to corwince Japan this is a better outcome than full failure in Kyoto. 

• Proposing to block consensus in Kyoto: 

Theoretically, any individual country can block consensus in Kyoto; Rules of Procedure 

(which would allow for a vote to decide substantive issues) have not yet been adopted. 

While we have been unwilling to raise too many procedural objections to the chairman's 

handling of the meetings, we have been reluctant to force the consensus issue too far — as the 

OPEC group, which is opposed to any agreement in Kyoto, could then use the procedure to 

block any agreement. 

— However, given that OPEC will likely join any effort to block agreement in Kyoto (as will 

Australia), we are unlikely to ever be a minority of one. We will thus be faced with a 

question of whether we want to block any agreement — or whether we are willing to let the 

agreement proceed without us. 

3 



Outcomes in K oto DRAFT 11/18/97 
4 

— Note that blocking an agreement (particularly one that might be acceptable to most other countries) would create significant difficulties for Japan as host. Thus, should we choose to block consensus, we will want to have a clear strategy for dealing with the international pressure that will follow — including from host country Japan, as well as from the EU, and even most developing countries. This could include: 

(1) an announcement of a domestic policy we intend to take independent of any agreement in Kyoto; and/or, 

(2) announcing an effort to work bilaterally with key countries (developed and developing) to design a longer term strategy; and/or 

(3) an announcement to create an alternative international process (e.g., creating something like a "climate change security council" to bring in the key developed and developing countries to plan global programs to reduce long-term emissions, perhaps including the U.S., Japan, the EU, China, India and Brazil). This would require some time to arrange, and likely could not be done at Kyoto but only in the post-Kyoto timeframe; and/or, 

(4) calling for a new mandate (e.g., either in or post-Kyoto) that would focus on the areas we believe are critical — including not only a target, but also on flexibility and on developing country actions. This would be difficult to achieve in Kyoto for all the reasons outlined in the developing country paper, but might be a welcome step at a future date (e.g., in the SBI meeting in summer 1997, or at COP-4). We may even wish to host a meeting to set a new agenda — either for this option or for option (3) above. 

• Depending on why the agreement is stalled, we may want to consider promoting an amendment instead of a protocol in Kyoto: 

— While the rules of procedure have not been adopted (and therefore a consensus would be required to adopt a protocol), if an amendment is the instrument of choice, it could be adopted by % of the Parties present and voting (currently, with the 160 Parties to the Convention, this would mean that an instrument could be adopted by 120 countries). This could have the principal advantage of not allowing the OPEC countries to block an agreement with which they disagreed. 

— However, an amendment may also be used by countries not wishing to allow the US to block an agreement with which we disagree. Thus, this may become the procedural mechanism through which our interest in blocking any agreement may be thwarted. 

4 
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QattoluLja: yy_gt ic il tiad2ta 

Attached are three different options for a Kyoto Mandate: 

(1) our specific Mandate; 

(2) our "Blandate;" and 

(3) the informal Japanese draft, as marked up by us, including white House comments. 

They have differences in terms of: 

o what is to be negotiated; 
o by when; 
o what is the timeframe for the developing country 

commitment; 
o which developing countries are included. 

In terms of the issues above! 

o our specific Mandate calls for: 

Annex 1 emissions budgets for second budget 
period; emissions budgets fox developing 
countries; 
negotiated by 1999; 
timeframe for developing country commitment is same as Annex I second budget period; 
key developing countries only. 

o our "Blandste" calls for: 

- Annex I emissions budgete for second budget 
period; unspecified "commitments" for developing 
countries 

_ _ negotiated by [ ]; _ _ timeframe for developing country commitment is 
left open; 

- all developing countries included (but reference to "common but differentiated responsibilities 
and respective capabilities" could imply 
different commitments among them). 

o modified Japanese proposal: 

Annex I emissions budgets for second budget 
period; "legally binding commitments" for 
developing countries, with examples such as 
energy efficiency or quantified target 
negotiated by 2000; 
timeframe for developing country commitment is 
left open; 
all developing countries included (but, as noted 
above, could have different commitments). 

- _ 

- 

- _ 

-- 

- - 
-- 
- 
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Decision X 

The Kyoto Mandate 

The Conference of the Parties, at ite third seasi n, 

-14 A1441afi, 
indkdls 2n31 bu,1gIt 
8mOd+G 

A1.relilI 

first 
Havng adopted [a protocol](an amendment]

 setting fo;-t-TI—T171-;.------' stiep to be taken in the period beyond 2000, as part of a long-term, multi-step response to climate change, 
Recognizing the need for additional steps to be taken by all countries, 

Agrees to hegin a process, to be concluded by [1999], to decide upon appropriate action in the period following the budget period specified in the (protocol][amendment), through the adoption of an appropriate legal instrument(s): 

1. The proceas will, inter Alia: 

(a) for Annex 1 parties, set emissions budgets for a socond budget period, to follow the budget period specified in the protocol; 

(b) in determining which parties are to be considered as Annex I partieu, take into account the results of the review referred to in Article 4.2(f) of the Convention, as well as any notification under Article 4.2(g) of the Convention or Article of the Protocol; 

(c) set emissions budgets, for a budget period coinciding with the second budget period for Annex I parties, for non-Annex I parties that either: 

(1) have per capita incomes higher than...; or 

(2)emit more than % of the total global 
emissions of greenhouse gases; 

[Anything about the substance of their budgets?] 
(d) provide an automatic mechanism for the application of emissions budgets under (c) above to non-Annex I parties once they meet either of the criteria in that subparagraph; and 

(e) provide for the review of emissions budgets and criteria related to applicability of such budgets. 
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BitritMe ,  

Mandate for kyoto 

Thc Confercnce of the Parties, at its third session, 

lIaving adopted a [protoeol][amcndment] to the Framework Convention on Climate Change, 

Considering that additional steps arc necessary, in light of the objective of the Convention, 

Decides to hegin a process, to be concluded by [ ], to agree on such' steps. 

1. The process will: 

(a) set quantified emissions limitation and reduction objectives for Annex I Parties for 
the sccond budget period, namely, 2013-2017; and 

(b) set commitments for all other Parties, taking into account common but differentiated 
responsibilities and capabilities. 
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Post Kyoto Process 

C•lar  ) 

I. The Conference of Parties, at its third session, 

In accordance with Article 7/ parogeopli=27—agiffemagembffft -of the 

United Nations Framework Convention on Climatc Change, 

Agrees to start a new process to review the obligations of the Parties 

and the institutional arrangements under the Convention and the Protocol, in, 

the light of the objective of the Convention, the experience gained in its 

implementation and the evolution of scientific and technological knowledge. 

2. This process will, f r.{~ia o 

low..165 
(a) decide ontcommitments by all non—Annex I countries concerning 

limitation of GIIG emissions through such a way as improvement of energy ex. 11..4,4-entoi. -rokcgci- A aco 
efficiency by the Meeting of Parties in-24102,, 

(b) consider appropriate ways and means to assist non— Annex I 

countries with the view that non—Annex I countries which make efforts in 

limitation of GHG emissions . 
f energy-

5 kr r/v-t,  
efficieney should be granted witIlt fastesaItie terms and conditions in financial and 

technical assistance from Annex I countries, ct‘,A -v'rove, neV/GYPS) 
4"; ̂ ,,,,,K4A s 4 ;ILIA. - 

(c) review the adequacy of the commitment by the Annex I countries 
600 

by the Meeting of Parties in  2002 in the light of the latest scientific knowledge 

and technological devclopment and reflect results of the review in setting legally 

binding quantified emission reduction targets by Annex I countries for the 

second budget period starting in 2013. 

• 

, 

• 
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Key points to be addressed  to  resolve problems with EU Bobble 

(Fairness / 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 / legal responsibility) 
(ii) The target for each country inside a bubble shall also be legally binding. 

(iii) 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 hubble shall not be more than X%(c. g. 5%) 

increase from 1990 level. 

# 
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RroDlems wHh 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 
(1) 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 (RHO 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 
Wiy 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/IVIOP), 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. Is this a real reduction agreement? 

5. Example for Developing Countries 
Some Annex I countries going up 40%. Is it really possible to call 

upon non-Annex I 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 Sumrnit and United Nations Special Session of General Assembly in June. 

1. Human resource development cooperation 

-During the next No years, Japan cooperates with developing countries in training 

3000 experts in the field of technology to cornbat 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 

- 1 - 
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An idea  on a formula 

[Background] 

1. BYCs and PFCs are solutions to ozone layer protection 

(1) RFCs 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 recommended alternative_substances in the 
report assessed by UNEP Technology 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 inadequately, the 
development of ozone Iayer protection 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 hmited level or zero(0), when replacement fronn CFCs and HCFCs is scarcely 
found under regulation schedu1e(*). 

(*) 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•PFCs that are forced to start to serve as  
alternative substances to _CFCs and HCF_rs, it is a really relevant perception that amount of 
emissions of CFCsanciassh uld be tak (N1 into in identi ing the be 
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, 

1 



• NOV-24-1997 11: 05 VANCOUVER BC 36506 P.06 
, • - 

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] 
10.0311 was reviewed and changed to (0.0281 in 1995 

• Regulation on consumption of HCFCs, that were transitionaI 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 fp] 

• 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] 

Z HFCs, PFCs (to replace CFC, HCFC)emissions in meteoric tons x GWP 
[p] — 

E CFCs,HCFCs emissions in meteoric tons x GWP 

Z :sector(aerosol, foam blowing, refrigeration, etc.) 

• Under [p] , the scope of sectors where HFCs and PFCs are alternatives to CFC, and 
HCPCs and the difference of GWP between 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 RFC& PFCs and SF6, there remain some issues to be further studied and decided. 
VJe_agposed theitgases should be covered not at the COP3 but be covered by the year  
avia f ter reachina a conclusion on the fo 1 1 0 wi ng three igi_ints. 

(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 estimating 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 CFC and 
HCFC occurred mainly after 1990. 

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

[Conditions] 

2 1-11C„,,FC and 6 could be includ in emission reduction r imitation et at the COP3 
nI when t e are sns ecur . 

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

(2)1n 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)Aformula should be established in order to incorporate some proportions of actual  
emissions of CFCs and HCFCs in 1990 into the base level of 1-1FCs ansl PFCs  (*). 

This formula is necessary to be stipulated in KYOTO Protocol or another legal instrument. 
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(*) a forrnula (for an example) 

base level of BYCs, PFCs and SF6 actual ernissions in 1990 

HFCs, PFCs and SF6 actual ernissions in 1990 

+ CFC and HCFC actual emissions 1990 x [p] 

DI (for an example) 

Z HFCs, PFCs (to replace ac, HCFC)ernissions in meteoric tons x GWP 

(133 —
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 (Chlorofluorocarbons) (agreed in 1987) 

: 0.6-1.0 

: 8,500 (CFC-12) 

*main usc . air-conditioncr for car, refrigerator for ice box etc., foaming agent for heat 

insulator etc., lotion for electric parts 

Control Schedule 
I989 Start Control, 1995 Phaseout • 

< Base Level > thc actual results of the production and the consumption in 1986 
< Schedule > After July lst, 1989 S100% of baseline year 

After January 1st, 1994 S 25% of baseline year 

After January 1st, 1996 Phaseout 

X'l'he production for the essential use is excepted. 

• 

R.CFC (nvdrochloroftuorocarboDs) (agreed in 1992) 

O ODP : 0.025-0.11 

O 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 1989X 
< Schedule > After January 1st, 1996 %100% of baseline year 

After January 1st, 2004 5_ 65% of baseline year 
After January 1st, 20I0 _4 35% of baseline year 

After January 1st, 2015 S 10% of baseline year 

After January 1st, 2020 Phaseout (useable for 10 years for ref. of existing units) 
>.<.(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.09 
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issues for Resolution 

Targets  

o Can we move on our target in real terms 
the number of tons aad/or timeframe)? 

(with respect to 

o Can we move on our target in optical terms, e.g.: 

_ _ by changing baseyear to 1995? 

- _ by dropping some or all sinks or modifying how we 
count them? 

-- by moving from 6 to 3 gases in the first budget period 

(with all six covered in the next period)? (if so, it 

would be harder to "reduce" further in the second 

budget period)(if so, could we accept policies and 
measures on the other three? ) 

o Can we support differentiation, e.g.: 

_ _ by allowing choice of baseyears (1990/1995)? 

- _ by accepting the Japanese formula-based model (which 

allows targets between stabilization and 5% reduction)? 

by allowing each country to decide its own target? 

o What should we do about a second budget period in the 

protocol (noting relevance to developing country issue)? 

- not include anything 

-- include targets for the second budget period 

include timeframe of second budget period (and 
possibly that there will be a "reduction") but leave 

the negotiation of actual targets until later 

Emissions  Trading 

o Could we accept having the existence of trading depend 
upon 

a future decision of the parties regarding modalities, 
etc.? 

o Could we accept that domestic measures (as opposed to 

trading) must be the "main" means of meeting targets? 
Any 

other limits, e.g,, a certain percentage? 

Joint. Implementation with D ve10 in Countries 

o Could we accept having the existence of JI with 
credit 

depend upon the decnsion of the Parties after the end 
of 

the pilot phase in 2000? 

o could we accept that domestic measures (as opposed 
to Ji) 

must be the "main" means of meeting targets? Any other 

limits, e.g., a certain percentage? 
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o Could we accept the hybrid JI/Brazil concept 
that we have 

floated informally? 

o Even if we dropped certain sinks for our target, 
would we 

still need sink projects to be allowed under JI? 
• 

Develooing count,rigg 

o What happens if we cannot get an article "advancing 

implementation of existing commitments" that actually 

advances anything? what if it actually goes backwards? 

uu3 

we abandon "evolution" (i,o., a procedural 
commitment 

to negotiate commitments later) and move instead to: 
o Can 

now 

Article 10 (voluntary opt-in), coupled with U.s. 

linkage between first budget period commitments 
and 

intent by key countries to join Article 10; and 

_ _ a "review of commitments," as already 
envisioned under 

Article 7(2)(a) of the Convention, which does not 

specifically say that such review will lead to 
negotiation of commitments? 

Entry into Force 

o Should u.S. ratification be required for entry 
into force? 

o Should developing country ratifications be 
required for 

entry into force? 

Additional Issues  

o Russian tons: what can we give Russia concerning its 

ability to sell "hot air" that it has accumulated before 

the first budget period? 

a few 
benign o poliolaUUPIJILIE1=1: Can we ultimately agree to 

mandatory policIes and measures, provided they 
are 

(Ouch as energy efficiency) and are not subject to 

mandatory coordination? 

o National Security: What do we do if our proposal for a 

decision of the parties does not succeed? 

o "Compensation": Beyond having the parties periodically 

review implementation of the protocol in 
terms of impacts 

on other parties, is anything related to compensating OPEC 

countries for economic impacts flowing from our rneasures 
to 

meet our target totally unacceptable? 

retaining 
the next budget 
, the ability 
next budget 

o BankingLBorrowinq: Do we need to insist on 

banking (1„a,, the ability to carry over to 
period any underages) and/or borrowing 

(i.e. 

to legally borrow a limited amount from the 

period, to be paid back with a penalty)? 



Draft #2 

Policies and Measures  

Issues 

o There are three major issues: 

-- whether a list of policies/measures should be 
non-existent, voluntary, or mandatory; 

. 
whether there should be any requirement to participate 
in a process to "coordinate" policies/measures, even 
if the resulting policy/measure is not binding; and 

-- how to handle the G-77 demand for policies/measures 
not to have adverse environmental (AOSIS) or economic - 
(OPEC) impacts on developing countries; this is linked 
to the "compensation" issue. 

Proposed Positions  

As to the first issue, it is unlikely that we can prevail 
on having no list of policies/measures at all. As such, we 
should seek a voluntary list (with appropriate changes made 
to the list), falling back, if necessary, to a mandatory 
list consisting of the first four policies/measures in 
Alternative A. 

o As to the second issue, we should not support a mandatory 
process for "coordinating" policies/measures, even if the 
result is not binding. There are numerous reasons why a 
policy/measure might not be amenable to coordination under 
the Protocol (e.g., because it was not amenable to 
coordination at all, because it was not amenable to 
coordination by Annex I countries alone, because it should 
be handled by an organization outside the Protocol). Any 
formulation of a requirement to participate would need to 
leave us the flexibility not to participate if we did not 
think it appropriate. 

o As to the third issue, we cannot support any call for 
"compensation" to developing countries for either 
environmental or economic damage. We could, however, 
support reviewing (e.q., as part of the general review of 
implementation of the Protocol) the impacts that the 
implementation of Annex I commitments are having on other 
Parties. 



Reservations  

o The draft protocol currently contains a "no reservations" 
clause. 

o A footnote makes clear that a country, namely us, objected 
to the clause. 

o In the absence of a "no reservations" clause, the rules 
governing reservations would be those found in the Vienna 
Convention on the Law of Treaties, which reflects customary 
international law in this area: 

In essence, a State would be able to make a 
reservation, unless it were "incompatible with the 
object and purpose of the treaty." 

o Since the 1992 Framework Convention on Climate Change, 
which contains a "no reservations" clause, the Senate has - 
become increasingly concerned about such clauses, which it 
believes impinge on its Constitutional prerogatives 
regarding advice and consent. 

• 
Most recently, in the resolution approving the 
Chemical Weapons Convention, the Senate expressed its 
(non-binding) view that the Executive Branch should 
not negotiate treaties with "no reservations" clauses 

o As noted above, there is no international support for 
deleting the "no reservations" clause in the protocol: 

Most countries do not have a separation of powers 
issue. 

Most countries suspect our motives for wanting to 
allow -- in addition to all our other proposals for 
"flexibpility" -- the ability to make reservations. 

o We are left with three options: 

Oppose the protocol because it contains a "no 
reservations" clause. 

Continue to oppose the "no reservations" clause (to 
show the Senate that we tried), but ultimately live 
with it. 

Seek to negotiate a limited "no reservations" clause 
that would permit reservations to be made to certain 
articles (presumably not including the target). 

- _ 

• 
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o In terms of the relative merits of the last two options, it 
needs to be considered: 

whether we would support opening the door to 
reservations from other countries; 

-- whether the Senate would view the ability to make 
limited reservations (but not to the target) to be any 
more valuable than a complete prohibition on 
reservations; arguably, a reservation to the target 
would be incompatible with the object and purpose of 
the protocol in any event. 

o The question has been raised whether it might be possible 
to deal, through reservations, with the developing country 
linkage and/or the national security issue. 

Developinq Countries •_ 

o Concerning the developing country linkage, it has been 
suggested that the United States might seek to link 
fulfilment of its commitment with developing country action 
through a reservation. 

o Even assuming that we were to pursue the limited "no 
reservations" approach, it is highly unlikely that 
reservations would be permitted to Article 3 (the target). 

o Indeed, even if the "no reservations" clause were deleted 
entirely, linking our commitment to developing country 
action would be unlikely to be consistent with the 
requirement that reservations not be incompatible with the 
object and purpose of the treaty. 

o The only way to allow for a reservation along the lines 
above would,be to specifically provide in the Protocol that 
reservations could be taken for that purpose. It is 
unlikely that such a clause could be negotiated, given that 
setting up developing country action as a pr6condition for 
fulfilment of the Annex I obligation goes beyond even our 
"evolution" proposal. 

National Securitv 

o It has been suggested that the United States might seek to 
deal with the national security issue through a reservation. 



Draft #5 

Developing Country Options  

Proposal  

o There would be two key components: 

In terms of the first budget period, the Executive 
Branch would unilaterally link U.S. commitments to key 
developing countries' making clear their intent to 
join Article 10. 

In terms of the second budget period, there would be a 
decision in Kyoto to review the adequacy of 
commitments under Article 7(2)(a) of the Convention by 
a date certain; the review of adequacy for Annex I 
countries would focus on the second budget period and 
not re-open the first budget period obligations. 

o In addition, it would be desirable, particularly for 
domestic reasons, to seek a Declaration among like-minded 
countries in Kyoto expressing the expectation that key 
developing countries will join Article 10. 

Discussion 

o This discussion is premised on three assumptions: 

that the protocol's article "advancing existing 
commitments under Article 4.1 of the Convention" is 
satisfactory; (the developing countries are currently 
seeking text that goes backwards from the Convention); 

that the Protocol would contain an Article 10 (i e., 
voluntary commitments); and 

that the Protocol would not contain an article on 
"evolution." 

. 
o The question is what else, if anything, do we need. 

o As a matter of substance, an issue is whether- the 
developing country action is linked to U.S. commitments for 
the first budget period, second budget period, or both. 

o In terms of process, options fall into three basic 
categories: 

unilateral options; 

- - 

- 

multilateral options 
parties; and 

multilateral options 
of all parties.  

that require the agreement of all 

that do not require the agreement 
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o A unilateral option could also be combined with one of the 
multilateral options. 

Unilateral Options  

o An example of a unilateral option would be for the 
Executive Branch to state that the U.S. would not take on 
legally binding obligations until key developing countries 
had made clear their intent to join Article 10. .(Note that 
the U.S. could sign earlier; we just would not submit the 
protocol to the Senate.) 

o Advantages of unilateral options are that: 

they are the easiest to achieve, in that they do not 
require the concurrence of any other country; 

they are the most flexible, in that the Executive 
Branch can judge when the linkage has been met (e•Q•, 
in the above example, which countries are "key"). 

o The potential disadvantage is that there is no agreed 
document to show that developing countries intend to move 
in this direction or even that other developed countries 
agree with our linkage/expectation. 

Multilateral Options Requirinq Consensus  

o An example of such an option is a decision of the Parties 
at Kyoto, which would require consensus. 

• 

o A decision could establish a mandate for future 
negotiations: 

a bland "mandate" could call for negotiations by a 
date certain, without specifying what kind of 
commitments we are seeking from developing countries; 

- - a specific "mandate" could call for negotiations by a 
date certain and also specifies the kind, and date for 
implementation, of commitments we are seeking (e.g., 
legally binding emissions targets) and from which 
countries we are seeking them (e.g., countries with 
certain percentage of global emissions). 

o Alternatively, a decision could more generally call for a 
review of adequacy of commitments, without actually saying 
that negotiations on developing country commitments would 
follow from such a review. 

The latest EU approach is a decision in Kyoto to 
review the adequacy of commitments under Article 
7(2)(a) of the Convention by a date certain. 
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o Although there are theoretical advantages to a consensus 
document, it is extremely unlikely that anything that could 
be agreed to by all parties would be worth much. It might 
even be harmful: 

Developing countries would likely seek to load up any 
mandate with all kinds of elements unacceptable to us 
(e.g., additional Annex I commitments, financial and 
technology transfer requirements). 

Even a decision limited to a "review of adequacy" 
could come back to haunt us; unless it specifically 
provided otherwise, it could be open-ended enough to 
include renegotiation of our first budget period 
commitment. 

o Further, even if we were to achieve a consensus agreement 
on a future process, that document in and of itself would 
not create the kind of linkage that the President set up. 
(In other words, establishing a future negotiating process 
does not necessarily mean that Annex I Parties will not 
implement their Kyoto commitments until that process has 
taken place.) . 

Multilateral Options Not Recruiring Consensus  

o An example of such an option would be a "Declaration" among 
like-minded countries at Kyoto expressing the expectation 
that key developing countries will join Article 10. 

o An advantage of such an option is that, while the 
international document would not reflect the agreement of 
the countries at issue, it could show some international 
backing for whatever our domestic linkage is. 

Other 

o It has also 'been suggested that the United States might 
seek to link fulfilment of its commitment with developing 
country action through a reservation. 

o The text currently contains a "no reservations" clause. 
Although the U.S. has opposed this clause (due to 
escalating Senate concerns about such clauses, which the 
Senate believes infringe on its Constitutional 
prerogatives), no other country supports deletion of the 
clause. 

_ - 

- 
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o Even if the clause were deleted, customary international 
law, as reflected in the Vienna Convention on the Law of 
Treaties, would limit permissible reservations to those 
that do not defeat the object and purpose of the treaty; a 
reservation along the lines above would go to the very 
heart of the treaty. 

o The only way to allow for a reservation along the lines 
above would be to specifically provide in the Protocol that 
reservations could be taken for that purpose. It is 
unlikely that such a clause could be negotiated, given that 
setting up developing country action as a precondition for 
fulfilment of the Annex I obligation goes beyond even our 
"evolution" proposal. 

- - - - - 

o A different approach might be to link the second 
budget period commitment with action by developing 
countries. For example, the Protocol itself could include 
a provision such as: 

"The second budget period shall be from 2013 to 2017. 
The Parties shall decide, through an amendment, on 
their emissions budgets for that period, taking into 
account the extent to which non-Annex I countries 
[have taken][have committed to] actions to limit 
greenhouse gas emissions." 



Draft #2 

Entry Into Force 

Proposal  

o Structure entry into force trigger so that: 

-- U.S. ratification is not a precondition; 

ratifications of some developing countries is a 
precondition. 

o The exact percentage of global greenhouse gas emissions 
that should be required for entry into force will be 
addressed separately. 

Discussion 

o Most countries have indicated support for an entry into 
force clause that requires not only a specific number of 
countries to have ratified, but a certain level/percentage 
of emissions as well. 

o In our January draft protocol, we svported the notion of a 
"weighted" entry into force clause, without specifying what 
the trigger would be. 

o Two issues have arisen in connection with the emissions 
trigger: 

whether U.S. ratification should be a precondition for 
entry into force; 

whether developing country ratifications should be a 
precondition for entry into force. 

U.S. Ratification 

o In Bonn, it became apparent that some countries (such as 
Japan, Canada, and Australia) believe that the trigger 
should be crafted so as to require U.S. ratification before 
the protocol could enter into force; other countries (such 
as Switzerland and likely the EU) disagree. 

o We therefore need a position on whether U.S. ratification 
should be a precondition to entry into force. 

o If U.S. ratification were required: 

_ - a disadvantage is that the Senate would be able to 
hold up the entire agreement, not just U.S. 
participation; 
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an advantage is that implementation of the agreement, 
including decision-making, could not begin without us 
(contrast the Biodiversity Convention); 

an advantage or disadvantage, depending on one's point 
of view, is that there would likely be substantial 
international pressure on the United States to ratify. 

Developinq Country Ratification - 

o When we proposed our "evolution" article, we contemplated 
an entry into force clause that would require a certain 
level of developing country ratifications (e.g., China, 
India) for entry into force; that way, such countries would 
be bound to the evolution obligation at the same time that 
we were bound to take on our emissions obligation. 

o It now appears that the evolution article will not be in 
the protocol. 

o As such, it could argued that it is not helpful to include 
developing countries in the entry into force trigger --
their ratification would not commit them to anything beyond 
"advancing existing commitments;" however, they could 
potentially block entry into force of the agreement. 

o On the other hand, from an optical point of view, carving 
developing countries out of the entry into force clause 
could make the protocol look like an "Annex I only" 
agreement; this would not be helpful domestically. 

- _ 

- - 
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Russian Tons Language  

In Article 6 (trading), fix paragraph 3 as follows: 

3. Emissions trading, as defined in paragraph 1 above, 
shall be subject to the following criteria: 

(a) Emission levels achieved before the start of any 
trading system established this Protocol can only 
be used as the basis for emissions trading if: 

(i)the amount a Party transfers does not exceed 
[Xt -- (i.e., the amount we think Russia 
will have to trade in the first budget 
period)] of the levels referred to in 
paragraph 3(a); and 

(ii)any such amount transferred by a Party could 
not also be transferred from that Party's 
emission budget under Article 3. 

(b) . 0 



U.S. Statement on National Securitv 

o The President is committed to ensuring that, 
should the United States become party to the Kyoto 
agreement, it would be implemented in a manner consistent 
with our national security, including military readiness. 

o In terms of domestic emissions related to U.S. military 
operations, including training and preparedness, the 
President would work with Congress to ensure that the 
legislation implementing U.S. obligations under the 
agreement did not impair the needs of the U.S. military. 

We would work within NATO to promote similar 
approaches by our allies in terms of their domestic 
implementation. 

o In terms of emissions in other countries attributable to 
the U.S. military, such as those deriving from U.S. forces 
stationed abroad, the United States would work out 
arrangements, for example through emissions trading, to 
ensure that such emissions will count against U.S. 
obligations under the agreement. Such an approach would 
give the United States control over such emission levels 
and avoid putting other countries in the position of 
potentially having to choose between U.S. military 
activities in their territories and the desire to reduce 
the emissions stemming from such activities. 



U.S. Statement on Developing Countries 

[issue whether this statement would be made before, upon, or 
after adoption of an agreement] 

o As is known, the United States believes that climate 
change is a global issue that calls for a global response. 

o Given the rate at which emissions are growing around the 
world, a response to climate change that includes only 
Annex I countries cannot address the environmental problem. 

o Further, there are unacceptable economic implications 
attached to going forward with significant contraints on 
Annex I emissions, while allowing emissions from key 
developing countries to go entirely unchecked. 

o In this regard, we are pleased that the Kyoto package 
includes several elements that recognize the important role 
of non-Annex I countries. These include [advancing the 
implementation of Article 4.1] [JI] [Article 10] [post-Kyoto 
process]. 

o At the same time, it cannot be said today that these 
elements, many of which depend upon future intentions and 
commitments, meet the expectations of either the President 
or the Senate regarding meaningful participation of key 
developing countries. 

o As a result, we will be working with both the Senate and 
key developing countries on ways to structure participation 
so that ratification by the United States can succeed. 

o We note that, under the President's plan, there are 
numerous steps that we intend to take before the 
agreement's first budget period even takes effect, 
including... / 



EU Bubble Issues  

o The EU Bubble raises legal/policy issues, as well as 
strategic issues concerning the timing, linkages, and 
conditions surrounding its ultimate acceptance. 

Legal/Policy Issues  

o Of the many concerns expressed by countries, the following 
four appear to be the key ones for us: 

-- the potential disparity between the agreement's 
treatment of, on the one hand, the bubble, and, on the 
other hand, emissions trading; 

-- the EU's failure to clarify how new EU member States 
would be handled; 

in terms of bringing in developing countries, the 
precedential problem of allowing Portugal a 40% 
increase over 1990 levels; 

_ - the inequity that results from allowing the EU to meet 
its target through means that are advantageous and not 
available to other countries. 

Bubble vs. Trading 

o Regarding bubble vs. trading: 

the ability to bubble is automatic, whereas trading 
depends upon future decisions of the COP/MOP; 

-- under the bubble, all of a Party's reductions can take 
place outside its borders, whereas, under trading, 
domestic measures would need to be the "main" source 
of reductions; and 

-- the ability to bubble does not depend upon a Party's 
compliance with any particular provisions, whereas the 
ability to trade does. 

o At a minimum, we need to ensure, with EU support: 

-- that trading does not depend upon future decisions 
(although decisions could provide supplementary 
rules); and 

-- that the "main" language comes out of trading. 
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Enlargement  

o As many JUSCANZ States have argued, the issue of new EU 
member States raises fundamental concerns: 

- - The EU proposal does not deal explicitly with the 
enlargement issue. EU delegates have explained that 
it is implicit that new membership would be addressed 
through renegotiation of the internal EU 
burden-sharing arrangement -- a matter entirely for 
the EU to decide. However, enlargement could well 
create windfalls for existing EU members if economies 
in transition, whose emissions had fallen well below 
target levels, joined the EU. Such a situation would 
not only lighten the load of existing EU member 
States, but could also make it easier for the EU to 
call for reductions from other Parties, with no action 
on their part; this will inevitably put us on the 
defensive. 

o We should insist that any alteration in the composition of 
the EU would not result in an EU-only decision on the 
internal allocation of obligations; rather, the Parties to 
the Protocol should have to approve any new burden-sharing 
agreement. (Australia has proposed text on this point.) 

Adverse Precedent 

o It will not be helpful in setting targets for developing 
countries to have an Annex I country, namely Portugal, with 
an obligation to increase by 40% over 1990 levels. 

o In this regard, Japan's suggestion may be useful, i.e., to 
set a upward cap on EU member States. However, we would 
need to be careful that any initial cap is without 
prejudice to trading/JI. (In other words, through our 
positions on trading/JI, we are in essence allowing 
countries to exceed their initial caps by an unlimited 
amount; we would not want to indirectly end up limiting the 
amount that we could increase our initial budgets.) 

Equity 

o The Bubble would give the EU advantages (e.g., through 
non-market trading) that would not be available to other 
parties). As such, it could be argued that the EU should 
take on a greater commitment than other Annex I countries. 

o If we move to limited differentiation, this inequity could 
be remedied. 
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Other 

o A concern raised by several JUSCANZ countries is that, 
under the EU proposal, each EU member State would, in terms 
of non-compliance, be responsible not for the uniform 
target in the agreement, but only for its revised, internal 
EU target. The critics of such an approach see it as a 
form of differentiation that is not available to other 
countries. In fact, the EU approach is analogous to our 
own proposal, which actually allows the international 
obligation of Annex I parties to change based on trading, 
JI, banking, borrowing, etc. The EU approach could be 
tacked on to our approach by adding a new provision to 
Article 3 (target) such as the following: 

"Any part of an emissions budget which a Party 
acquires from or transfers to another Party in 
accordance with Article X (Bubble) shall be added to 
or subtracted from, as the case may be, the emission 
budget of that Party." 

o A related issue is whether, even if individual EU member 
States are not responsible for each other in the case of 
non-compliance, the European Commission should be 
co-responsible with any member State in non-compliance. 
(Australia has proposed this as a fallback.) 

Strategic Issues 

lj 

o Agreement on the Bubble must await resolution of all 
outstanding issues. Because many of the elements that we 
need (e.g., JI, developing countries) require agreement of 
countries other than the EU, it would not be good enough to 
get EU agreement in principle to support such elements; we 
could end up giving the EU the Bubble in exchange for 
getting nothing on the elements we need. 

Linkages 

o As the Bubble is our greatest piece of leverage with the 
EU, we must link everything we need with giving away the 
Bubble. 
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Conditions  

o As noted above, we should condition the Bubble as follows: 

-- Concerning enlargement, we should adopt elements of 
the Australian proposal, including the need for the 
Meeting of the Parties to approve any EU proposal to 
include a new member State in its burden-sharing 
arrangement. 

-- We should explore Japan's idea of setting an upward 
cap on EU member States, while ensuring that initial 
caps are without prejudice to increasing emission 
budgets through trading/JI. 

-- In terms of remedying the inequity of the Bubble, if 
we ultimately go to a differentiated scheme, the EU 
should have to take on a more stringent target than 
other countries. 

-- [Do we agree with Australia's view that the EU should 
have to inform us of its burden-sharing arrangement 
upon ratification and should not be allowed do it 
"thereafter"?] 
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ISSUES AND TACTICS 

Targets: 

• Current position: stabilization, six gases, all sources and all sinks 
• First fall back: six gases, no sinks (except for specific projects); technically 

allows reduction of about 1-3% (after 2.5% to POTUS). 
• Second fallback: (a) 1-2% real reduction with 6 gases, no sinks, or (b) 5% 

reduction 2nd  budget period. 
• Third fallback: 3 gases without sinks; technically allows reduction of about 5-7% 
• May need additional flexibility for negotiators in session to change specific 

numbers , possible other small changes (e.g., adding a year to the length of the 
budget period, etc.); negotiators will also seek to prevent outcome of individual 
options being additive. 

Tactics: 

• any changes in our targets should be reserved for late in the negotiations (i.e., at 
the Ministerial portion) 

• may create some problems with respect to thc first day's AGDM session (which 
so far is to focus solely on sinks; we will need to insure our options are all 
preserved) 

Differentiation 

• current option: flat rate, all agree on stabilization 
• 

• proposed new position: allow differentiation, but indicate it would be boimded 
(e.g., 0-5% reduction; to be achieved on basis of target structure identified above) 

• first fallback: apply Japanese formula using criteria of population growth (note: 
other two criteria of emission per GDP and emission per capita do not help us), 
with modification to allow US to remain at (or as close as possible to) 
stabilization (Note: in this case, the formula may be used to determine the target, 
but would not itself be inserted into the text) 

Tactics 

• give an indication of our new position early to show movement 
• sharc with Japan (and other JUSCANZ, particularly Australia) early, and seek to 

call for their support on other issues, including JI, emissions trading, developing 
countries, and six gas target 

• announce at first opening plenary in US statement 
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Russian tons 

• current position: allow Russian -hot-air" during the budget period, but do not 
allow pre-budget period tons; seek as preferred option to convince Russia that this 
is enough 

• fallback: for 2008-2012, allow Russia to sell tons up to amount (or some portion 
of the amount) we estimate they will have in the period - drawing any shortfall 
from the pre-period tons, and being allowed also to sell any excess that they have 
where emissions during the budget period are below the 1990 levels 

Tactics: 

• talk to Russia early 
• seek VP telcon with Chernomyrdin to persuade Russia to accept our position 

(Note: Russia has been reluctant to part with any pre-budget period tons — but it 
may be impossible to get EU acceptance for this) 

EU Bubble 

• Current position: oppose the bubble short of a fmal package that includes all the 
elements we consider essential (including with respect to 31, trading and 
developing countries) 

• Propose to condition several aspects, particularly those related to enlargement and 
competitive advantages: 

(1) no country within the bubble may increase its emissions beyond a certain level 
(apart from market-based trading and JI), perhaps 10%. For example, Portugal 
would not be allowed to increase emissions by 40% but would be limited 

(2) if countries choose to take advantage of the bubble, they should take on more 
significant commitments 

(3) no new members should be allowed in the bubble until the negotiation of the 
budget period following their entry into the bubble 

Tactics 

• talk to Estrada early, indicating this is very iznportant to us 
. seek support from othcr countries (including JUSCANZ) in opposing bubble give-

away 
. introduce any softening late in thc proccss (c.g. at end of Ministerial in exchange 

for deal) 
• any agreement at all on bubble will be in context of agreement with all Parties — 

including G-77 (i.e., exchange for EU bubble is package including TI, trading, and 
a strong developing country commitment) 
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• explore processes tor standstill if other elements are not in place for developing 
countries 

Borrowing 

• Current proposal: support limited borrowing (10-15%) with payback across 
budget periods 

• if no support for latter, delete former too_ 

Tactics 

• discuss early with EU and JUSCANZ — particularly focusing on elements of non-
compliance 

• discuss issue with Estrada 
• hold as "green" issue until late to help push EU on other issues 

Domesfie Measures 

• language calling for trading or JI to be supplemental, or for domestic action to be 
"significanr or "substantiar" is acceptable; language calling for domestic 
measures to be thc "maie means of meeting the goal, or in any way to quantify 
thc cxtcnt to which the goal can be met through such mechanisms is unacceptable. 

• Fallback may be to allow roview process to consider how 7I for credit or 
emissions trading was used during the first period, and assess extent to which 
domestic action was employed. But no conditions on amount in first period. 

Tactics 

• Use EU bubble leverage (noting that if within bubble limits are not allowed, than 
neither should limits outside of bubble, but if bubble permits some members to 
emit 40% over 1990, then 3I and emissions trading, which effectively increase a 
Party's budget, should also be allowed with no limits) 

• Work with JUSCANZ allies that favor unrestrained trade (e.g., NZ, Australia, and 
Canada) 

• Work with small developing countries that would likely be excluded fmm projects 
if total number was limited 
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Climate Treaty - National Security Exemption 

Question I : Do we propose a national security exemption, in any form, at Kyoto? 

State Dept. is resisting this strongly. Stu appears to believe that the risk of failure is too high, and 
that the domestic political cost of trying and failing exceeds the cost of not having tried. Todd 
and Katie appear to share this view. 

State Dept. staff have recommended ways of proceeding at Kyoto that would improve chances of 
success. Speci£ccally, they recommend seeking a Decision of the Parties or statement by the Chair 
(rather than a protocol provision) that countries would not be deemed in non-compliance due to 
certain categories of emissions related to national security (see discussion of scope, below). 
Either a Decision or statement could be taken up in a lower-profile way than a protocol provision; 
either could be pushed toward the end of the Kyoto meeting, enhancing prospects for success. 
However, there is a risk of failure even for these approaches. 

Question 2: Can we provide the assurances DoD seeks to avoid appeal? 

At the DC, DoD sought a blanket exemption under the treaty for all military operations and 
training. No other agency or WH office supported this position. 

In lieu of appeal, DoD indicated it would work with agencies on a package of substitute measures 
to accomplish its goals. In meetings Friday with staff, and conversations last night with Walt 
Slocombe, DoD appears to be seeking: 

A. Exemption for military bunker fuels under the treaty. 

Bunker fuels are not currently covered by the climate treaty and will not be addressed at 
Kyoto. However, they are a growing source of greenhouse gas emissions and will likely 
he on the agenda in technical discussions under the treaty during the next few years. 

B. Attribution of emissions from overseas U.S. military facilities to the U.S. 

Neither the current climate treaty nor draft Kyoto text address this issue. The draft text 
may leave room for the U.S. to assert, as a matter of interpretation, that such emissions 
should be included within our national totals. A provision along these lines might be well-
received at Kyoto (by countries who would see this as the U.S. accepting responsibility for 
its emissions), although opposition might develop if it became clear that such a proposal 
would make it easier for the U.S. to meet its emissions goals (due to downsizing and 
reductions in forward-deployed troops). 



. l,',0u-23-1997 22:30 yANCOLNER BC 36506 P.03 

2 

C. Some agreement at Kyoto (a Decision of the Parties or statement by the Chair would 
be fine) exempting emissions related to "multilateral operations conducted by militaries for 
collective self-defense, peacekeeping, peace enforcement, and humanitarian assistance 
purposcs, including operations under United Nations mandates." 

In DoD's view, this would include all overseas training and all multilateral operations. 
DoD specifically rejects limiting this to surge ops or national security emergencies. Other 
agencies would support such a narrowing construction, if there is a decision to try to 
address this issue at Kyoto. 

D. Assurance that the administration supports an exemption for operations and training 
under any domestic implementation program 

Obviously, not current administration policy. Several agencies and WH offices would 
oppose, both on substantive grounds and due to timing (i.e., premature before other 
details of implementation scheme addressed). 

TOTAL P.03 
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Issues for Resolution 

Targets  

o Can we move on our target in real terms (with respect to 

the number of tons and/or timeframe)? 

o Can we move on our target in optical terms, e.a.: 

by changing baseyear to 1995? 

- _ by dropping some or all sinks or modifying how we 
count them? 

_ _ by moving from 6 to 3 gases in the first budget period 
(with all six covered in the next period)? (if so, it 

would be harder to "reduce" further in the second 

budget period)(if so, could we accept policies and 

measures on the other three? ) 

o Can we support differentiation, e.a,: 

by allowing choice of baseyears (1990/1995)? 

by accepting the Japanese formula-based model (which 

allows targets between stabilization and 5% reduction)? 

by allowing each country to decide its own target? 

o What should we do about a second budget period in the 

protocol (noting relevance to developing country issue)? 

not include anything 

_ _ include targets for the second budget period 

include timeframe of second budget period (and 
possibly that there will be a "reduction") but leave 

the negotiation of actual targets until later 

Emissions Trading 

o Could we accept having the existence of trading 
depend upon 

a future decision of the parties regarding modalities, 
etc.? 

o Could we accept that domestic measures (as opposed to 

trading) must be the "main" means of meeting targets? 
Any 

other limits, e.g„  a certain percentage? 

Joint Implementation with DA.11212.PlnagioJ=Eilla. 

o Could we accept having the existence of JI with 
credit 

depend upon the decjsion of the Parties after the end 
of 

the pilot phase in 2000? 

o could we accept that domestic measures (as opposed 
to JI) 

must be the "main" means of meeting targets? Any other 

limits, e.a., a certain percentage? 

_ - 
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o Could we accept the hybrid 01/Brazil concept 
that we have 

floated informally? 

o Even ir we dropped certain sinks for our target, 
would we 

still need sink projects to be allowed under JI? 

Developing Countriqa 

o What happens if we cannot get an article "advancing 
implementation of existing commitments" that actually 

advances anything? What if it actually goes backwards? 

o Can we abandon "evolution" (i.e., a procedural 
commitment 

now to negotiate commitments later) and move instead 
to: 

_ _ Article 10 (voluntary opt-in), coupled with U.S. 

linkage between first budget period commitments 
and 

intent by key countries to join Article 10; and 

_ _ a "review of commitments," as already 
envisioned under 

Article 7(2) (a) of the Convention, which does not 

specifically say that such review will lead to 

negotiation of commitments? 

Entry into Force  

o Should u.g. ratification be required for entry into 
force? 

o Should developing country ratifications be 
required for 

entry into force? 

Mditional Issues  
its 
before o Russian tons: what can we give Russia concerning 

ability to sell "hot air" that it has accumulated 

the first budget period? 

o EglicLeaandMeaaurea: Can we ultimately agree to a few 

mandatory policies and measures, provided they 
are benign 

(such as energy efficiency) and are not subject 
to 

mandatory coordination? 

o National SeourIty: What do we do if our proposal for a 

decision of the parties does not succeed? 

o "Compensation": Beyond having the parties periodically 

review implementation of the protocol in terms 
of impacts 

on other parties, is anything related to 
compensating OPEC 

countries for economic impacts flowing from our 
measures to 

meet our target totally unacceptable? 

retaining 
the next budget 
, the ability 
next budget 

o Banking/Borrowing: Do we need to insist on 

banking (i.e., the ability to carry over to 

period any underages) and/or borrowing (i.e• 

to legally borrow a limited amount from the 

period, to be paid back with a penalty)? 
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Options for Addressing "Hot" and "Super Heated Air" In 

A Post-2000 Kyoto Agreement 

Problem Statement: Russia and Eastern Europe carbon emissions from the energy sector have 

declined significantly since 1990 and are expected to be below 1990 levels through 2012. 

Emissions are expected to bottom out in 1995 at 67% of 1990 levels and to rise gradually 

through 2012 when they will be roughly 90% of 1990 levels. Internal Russian energy 

projections are consistent with US EIA projections. Russian estimates forecast that cmissions 

will be 84-91% of 1990 levels in 2010. These trends raise two issues for an emissions trading 

system. 

Hot Air: Should Russia and Eastern Europc be allowed to "trade" the residual arnount below 

their 1990 levels during the first budget period to other Annex I countries. The US position 

supports international emissions trading during budget periods, even though we recognize that 

the Russians and Eastern Europeans will be below 1990 levels during the first budget period 

(2008-2012). The European Union has referred to these credits as "hot air". We estimate that 

Russia and Eastern Europe will have 810 MMTC of hot air. 

Super-heated Air: In addition, the Russians and Eastern Europeans would like "early credit" 

starting in 1990 -- basically allowing them to sum the entire amount below 1990 levels for use in 

the first budget period and beyond. The European Union refers to these credits as "super heated 

air". Allowing Russia and Eastern Europe to bank all of their reductions below 1990 levels 

results in 5,916 MMTC of credits by 2012 (the end of the first budget period), of which 5,106 

MMTC are "super heated aie. 

The Options 

There are scvcral options to engage Russia and Eastern Europe (who will negotiate for as many 

credits as possible) and the European Union (who will want to minimize the use of hot and super 

heated air). 

Option I: Allow Russia and Eastern Europe to bank from their 1990 baseline: Allowing 

Russia and Eastern Europe to bank and trade their super heated air will mean that Annex I will 

have to do nothing to meet a stabilization commitment. This is because the other Annex I 

countries will only have baseline growth of 3,998 MMTC over 1990 levels during the entire first 

budget period. 

Option II: Select a 1995 base year: This option would eliminate the Russia all "super heated 

and hot air", since Russia and Eastern Europe werc at 67% of their 1990 cmissions in 1995. 

Russia would have an extremely difficult timc mceting a commitment to stabilize emissions at 

1995 levels since emissions are cxpected to increase by 31% from 1995 to 2010, and of course 

would be highly unlikcly to agree to this new baseline. An important consideration with this 

option is that the US becomes the low-cost country and "selle permits to other countries. 
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Option III: Select a 1990 base year -- constrain banking to first budget period: Russia and 

Eastern Europe could bc constrained from banking "super heated aie and only allowed to trade 

credits derived during the first budget period. Since Russia and Eastern Europe are expected to 

be under 1990 levels throughout the 2008-2012 time period, they will be in a position to trade 

credits before they take any action ("hot air"). EIA estimates that the amount of "hot air is 

roughly 810 MMTC of credits during the first budget period before taking any action. (20% of 

the overall Annex I emissions reduction goal for the first budget period). 

Option IV: Cap the level of banking at a fixed amount tons. This option would allow 

negotiators to broker a deal. The environmental, cost, and equity implications of this option 

would be determined by how the deal is structured. For our analysis we assumed that Russia 

would be allowed to bank tons beginning in 2005. The pool of "super heated tone could be 

restricted or expanded by choosing alternative "start yeare or by negotiating a fixed amount. 

Option V: Exclude Russia and Eastern Europe from Annex I trading: The EU has 

threatened to push for this if the Russian and Eastern Europe "super heated air" are not taken off 

the table. This would severely constrain the availability of low cost reductions. Russia and 

Eastern Europe are expected to be the major emissions trading partner with the US. Under a 

scenario where Russia and Eastern Europe were excluded, the US would become the low-cost 

producer of emission credits and would be in a position to "sell" credits. In fact, SUM analysis 

indicates that the "Annex I Trading" permit price is roughly $130/ton. The US can meet its 

commitments without trading for $82/ton. 

Option VI: Cap emissions at 2000 levels from 2003-2007: This option will substantially 

reduce (but not entirely eliminate) the Russian hot air problem. Russian omissions are expected 

to grow by 417 MMTC over 2000 levels between 2003 and 2007. Capping emissions from 

2003-2007 at 2000 levels will force Russia arid Eastern Europe to borrow against the 2008-2012 

budget period. As a result, Russia and Eastern Europe will have only 393 MMTC of hot air 

remaining in the 2008-2012 budget period -- if they remain on their baseline trajectory. This 

option meets EU requests to start actions before 2008. It would allow the US to credit early 

action by US companies and to begin the process of compliance before the much more stringent 

budget period of 2008-2012. 

Recommendation: 

Support Option III: Constrain banking to tbe first budget period. This option provides 

Russia and Eastern Europe with a target that will require then to do nothing during the first 

budget period while receiving a large amount of financial assistance. We estimate the total value 

of this package to Russia and Eastern Europe is $18.6 Billion over 5 years. The US alone will 

most likely purchase 331 MMTC of hot air over the 5 year budget period and spend $7.6 Billion 

-- reducing our domestic commitments by 17.5%. This option also provides Russia and Eastern 

Europe the opportunity to begin to pursuc financing and trades before 2008. Early trading 

agreements will allow Russia and Eastern Europe to rebuild its infrastructure and to finance low-

greenhou.se gas emitting technologies well before 2008. The Russians and Eastern Europeans 

may not agree to this. As a fall back position. the US could consider Option 4, which would 

allow Russia and Eastern Europe a limited volume of "super heated air". 



59 $76 $23 $19 5 $131 $40 

3998 0 810 1491 0 393 

$36.0 $0.0 $18.6 $28.3 $0.0 S15.7 

1,888 0 331 3 609 0 160 

Annex I Permit Price ($96) 

Russian and Eastem 
Europe Hot Air Sates 2008-

201 2 (MMTC) 

Total Value of Russian and 

Eastern Europe Hot Air 
(Billion $96) 

US Purchases of Hot Air 
2008-2012 (MMTC) 

US Expenditures on I-lot 

Air Sales 2008-2012 

(Rillion $96) $17.0 $0.0 $7.6 $11.6 $0.0 $6.4 

Based on Second Generation Model Analysis 

4004/004 11/20/97 17:24 '202 252 0275 , 0PPE 

Table 1: Cumulative Emission Reduction Commitments 2008-2012 

OptiOn 6 Option 6 
(2003- (2008- Option 6 

Region Optlon 1  Option 2 _021i.on 3 Option 4 Op 2007) 2012) Total  

US 1,888 1,490 1,888 1,889 1,888 472 1.888 2,360 

Japan 785 522 785 785 785 156 785 941 

Canada 226 197 226 226 226 60 226 286 

Australia/NZ 135 75 135 135 135 34 135 160 

European Union 964 974 864 964 964 325 964 1,290 

Russia/ Eastern Europe -5,916 1,419 -810 -1,491 417 -810 -393 

Annex I Reductions  -1,918 4,677 3,188 2,507 3,99s 1,465 3,180 4,053 
D 

ata source: EIA International Energy Annual, 1997 
Option 6 totals include reductions taken from 2003-2007 

Table 11: Costs of the Hot Air and Supcr Heated Air Options 

Option I I  Option 2 2  Option 3 Option 4 4  Option 5 Option 6  

1. Assumes Russia eharges $9/ton -- the value available from unlirnitcd globat JI 

2. NOTE: The US sells permits under this option (the US pcrrnit price w/out trading is $66/tort) 

3. Based on the proportion of hot air purchased by the VS from SCA4 analyses 

4. Assumes that Russia and Eastern Europe get "super heated ale" from 2005 -2008 

5. Interpolated from other data 
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Outstanding Issues for Kyoto and Diplomatic Game Plan 

1, Emissions Targets 

State of Play: While a number of important countries have coalesced around stabilization 

at 1990 levels by 2010 or so (i.c., U.S., Canada, Japan, Russian Federation), we have not 

bridged the gap with the EU. The numbers from the developing countries (i.e., a 35 

percent reduction by 2020) can be dismissed as negotiating tactics. OPEC nations remain 

opposcd to any agreement. 

Objcctive: We will need the support of key EU members (U.K, France, Germany, 

Luxembourg as holder of EU presidency) and more fum backing from Japan and thc 

Russian Federation to keep the number close to stabilization. This may entail some kind 

of compromise between U.S. and the EU that embraces realistic targets, i.e., one much 

closer to the U.S. proposed level.  Overall, 
we would also havc to =knowledge OPEC 

(namely Saudi and Kuwaiti) concerns ovcr  a 
climate changc ageernent, urge them to stop 

thcir obstructionist ways and to  support 
the proposed U.S. emissions target as it is the 

most realistic and sensible approach. 

Recommended Actions to Achievc Objective: Use Bilateral with the EU (PM of 

Luxembourg, President of European Commission and Sir Leon Brittan, including 

Eizenstat preparatory discussions); Possible POTUS telephone calls to President Kohl, 

PM Blair, and the PM of Luxemboizg; VP telephone call to French PM Jospain; Possible 

VP telephone call to U.K. Doputy PM Prescott as follow up on Prescove 
been helpful and 

tt's recent 

Washington visit; Wirth telephone  call Italian Deputy FM (Italians ha  

might have 30=1.0 influence in EU); and Summers telephone call to German counterpart; 

Possible VP telephone call Russian PM Chernomyrdin; Pull-aside/bilateral at APEC at 

POTUS Of SecState levels with Japan. SecState telephone calls to Princc Bandar and 

either Kuwait PM and Crown Prince Shaykh Saad Al-Abdallah A1-Sabah or FM and 

First Deputy PM Shaykh Sabah Al-Almiad Al-Sabah. 

2. "Evolution" 

State of Play: It is increasingly clear that we will not gct "evolution" in the agreement 

(i.c., a commitment from developing countries to talce on future quantitative emissions 

limitations). The current proposed position is a two-part approach: a decision at Kyoto 

to review the adequacy of all Parties' commitments under Article 7(2)(a) of the 

Convention by a date certain, but in tho case of developed countries, it would be limited 

to the second budgct period; and a Declaration fonnulated by like-minded countries 

expressing the expectation that key developing countries will join Article 10 (combined 

with a U.S. unilateral linkage between U.S. cormIntments and key developing countries' 

clear intention to accede to Article 10). 



Objective: Because there are two elements, we must tailor 011I strategy appropriately. 

The review aspect will appeal to the EU as its members have been advocating an 

approach along these lines. We need to make clear to the critical EU mernbcrs that the 

review will not look at the first emissions budget period and that they will nced to push 

this concept hard to ensure future developing country commitments. In addition to 

selling the Declaration concept to the EU, we will also need to convince our JUSCANZ 

partners to support this modification of our "evolution" position. Por both components, 

we will have to overcome fierce developing county opposition and persuade them that 

this is the rnost logical and environmentally bencficial means to address their future 

commitments. The key countries include China, India, and Brazil, 
lndonesia, 

Korea, 

Philippines, Thailand, Mexico, Egypt, South Africa, and Senegal. 
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3. Article 10 ("Graduation") 

State of Play: We may have enough support from different quarters to retain Article 10 in 

the agreement (Article 10  encapsulates the "graduation" concept of a threshold that once 

passed, developing countrics should take on quantitative commitments). The key will be 

whether we can get near term Article 10 "candidates" such as Mexico, Korea, and 

Singapore and some wcalthier Caribbean nations not only to support its inclusion but 

morc importantly, indicate that they will take on future commitments through it. We also 

nccd support from longer term prospects such as China, Israel, Thailand, Chile and 

Argentina. Other critical developing countries will also need to allow it to go forward 

(the whole article is bracketed to show the G-77/China's opposition) 

Objective: In order to assure Article 10's retention in the Kyoto agreement, wc will need 

to reinforce the support expressed by JUSCANZ partners and EU members. We will also 

need to target both types of Article 10 "candidatee as well as the usual other kcy 

developing countries (i.e, India, Brazil and the Philippines). 

Recommended Actions to Achieve Objective: Pull-asides/bilaterals at APEC at all lev 
and

els 

(POTUS, SecState, Acting A/S Kimble) with Mexico, Korea,  Singapore, Thailand 

Chile as well as with China, Indonesia, and the Philippines; Possible POTUS calls to 



President Cardoso and PM Gujural; DOC Secretary Daley visit to India; Summers 

telephone call to appropriate Korean official; Wirth telephone call to appropriate Thai 

official; DAS Pornerance telephone call or lunch with Trinidad and Tobago and the 

Bahamas; DAS Pomerance to call in Israeli Embassy official to Department and 

telephone call to appropriate Israeli official; Bilateral with the EU (inciuding Eizenstat 

preparatory discussions); Possible tclephone calls (POTUS, VP, Summers, Wirth) to U.K, 

Germany, France, Luxembourg and Italy; Pull-asides/bilaterals at APEC at all levels 

(POTUS, SecState, Acting A/S Kimble) with Japan, Australia, Canada, and New 

Zealand. 

4. Emissions Trading 

State of Play: The odds of getting emissions trading in the agreement are favorable, 

although the EU is still holding its inclusion hostage to progress on the Bubble. Therc is 

also considerable opposition among developing countries, but that may be largely pre-

Kyoto posturing/positioning. We are still trying to equate emissions trading with 

burdensharing under the Bubble (although it is unclear whethcr thc "horsetrade of 

emissions trading for the Bubble is the best deal). In addition, we're emphasizing the 

incentives of an emissions trading system for those contemplating Article 10 status. 
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Recommended Actions to Achieve Objective: Bilateral with the EU (including Eizenstat 

preparatory discussions); Possible telephone calls (POTUS,  VP, 
Summers, Wirth) to U.K, 

Germany, France, Luxembourg, Sweden and Italy; Pull-asides/bilaterals at APEC at all 

levels (POTUS, SecState, Acting A/S Kimble) with Mexico, Korea, Singapore, Thailand, 

Chile Indonesia, and the Philippines; DAS Pomerance telephone call to/visit from 

appropriate Israeli officials. 

5. Joint Implementation 
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friends on this issue. However, it may still prove to bc impossible to obtain a decision 

on the credit issue before the end of the J1 pilot phase (EU favors waiting). 

Objective: We need to have some form of J1 that our industry and NGO stakeholders will 

find acceptable. In order to secure support from key developing count:6es, we will have 

to overcome long-standing opposition in most cases. The hope is that a new formulation 

of JI along Brazilian lines will achieve that goal. 
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Summary of Action 

1. Presidential Action 

• Pull-aside/bilateral at APEC with Jiang Zemin 

• Pull-aside/bilateral at APEC with President Ramos 

• Pull-aside/bilateral at APEC with President of Korea 

• Pull-aside/bilateral at APEC with President of Singapore 

• Pull-aside/bilateral at APEC with President Frei of Chile 

• Pull-aside/bilateral at APEC with President Soeharto of Indonesia 

• Bilateral with thc EU (PM of Luxembourg, President of European Commission and 

Sir Leon Brittain) 

• Possible Telephone call to PM Gujural of India as follow up to SecState visit 

• Possible telephone call to President Cardoso 

• Possible telephone calls to President Kohl, PM Blair, and the PM of Luxembourg 

2. Vice Presidential Action 

. Telepbone call to President Mubandt 

. Telephone call to Vice President Mbelci 

• Telephone call to French PM Jospain 

• Possible telephone call to Russian PM  ChQII4tnyrdin 

POSSblCte]ePbO Ca1ItOUXDC JPMP=COt 

3. Secretary of State Action 

• Bilateral with Indian Prime Minister 
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• Telephone call to either Kuwait PM and Crown Princc Shaykh Saad Al-Abdallah 

Al-Sabah or FM and First Dcputy PM Shaykh Sabah AI-Ahmad Al-Sabah 

4. Action by Commerce Secretary Daley 

• Visit to India, December 6-12 

5. Action by U/S Wirth 

. Telephone call to Italian Deputy FM 

• Telephone call to Swedish Deputy FM 

• Telephone call to appLoiniate Thai official 

6. Action by U/S Eizenstat 

PatONdiSCUSSiOBSOrEUOBCi 

7. Action by Treasury U/S Larry Summers 

• Telephone call to appropriata ICorean official 

• Telephone call to appropriate Brazilian official 

• Telephone call to appropriate Singapore official 

• Telephone call to appropriate German official 

8. Action by Acting A/S Kimble, and DAS Pomo-once 

. Various APEC discussions - Kimble 

• Bilateral visit to Brazil - Pomerance 
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official - Ponierance 

• Telephone call to Senegalese negotiator, Bakary Kante - Ponacrancc 

• Lunch in New York - Pornerance (?)rrelephone calls to appropriate Bahaznanian and 

Trinidad and Tobagan officials 
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Otherpossible countries 
• Venezuela 
• Argentina 



Alternative Approach to JI  

Two pieces: 

o combine trading and Annex I JI into one Article (Art. 6) 

o place revised approach on JI with developing countries into 
new Article 7 

New Article 6  

1. Parties included in Annex I [or acting under 
Article 10] may, for the purpose of meeting commitments 
under Article 3, transfer to or acquire from other such 
Parties: 

(a)any part of an emission budget under Article 3; 

(b)any emission units resulting from projects aimed at 
reducing anthropogenic emissions or enhancing 
anthropogenic removals of greenhouse gases listed in 
Annex A in any sector of the economy. 

2. With respect to Article 1(a) above: 

(a)a Party may not transfer or acquire any part of an 
emission budget if it is not in compliance with its 
obligations under Article 5 and 8 or if it does not 
have in place a national mechanism for certification 
and verification of trades; 

(b)a Party may not transfer in a given budget period any 
part of its emission budget if it has exceeded its 
emission budget for that period. 

3. With respect to paragraph 1(b) above: 

(a) projects must have the approval of the host country 
government; 

(b) projects must provide a reduction in net emissions 
that is additional to any that would otherwise occur; 

(c)a Party may not acquire any emission units if it is 
not in compliance with its obligations under Articles 
5 and 8; 

4. With respect to both paragraphs 1(a) and 1(b) above: 

(a) acquisitions of emission units or any part of an 
emission budget shall be supplemental to domestic 
policies and measures for meeting commitments under 
Article 3; 
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(b)the MOP/COP may, at its first session or as soon as 
practicable thereafter, further elaborate guidelines, 
including for verification and reporting; 

(c)a Party may authorize intermediaries to participate, 
under the responsibility of that Party, in actions 
leading to the transfer or acquisition, under this 
Article, of emission units or parts of emission 
budgets; 

(d)if a question of a Party's implementation of the 
requirements referred to in paragraph 2 or 3 above is 
identified by a review process under this Protocol, 
transfers and acquisitions of emission budgets and 
emission units may continue to be made after the 
question has been identified, provided that any such 
tonnes may not be used by any Party to meet its 
obligations under Article 3 until any issue of 
compliance is resolved; issues of compliance shall be 
resolved as expeditiously as possible. 

New Article 7  

1. A Clean Development Enterprise, which shall operate 
through one or more entities as decided by the Parties, is 
hereby established to assist in the implementation of this 
Article, as specified below. 

2. Any Party that is neither included in Annex I nor acting 
under Article 10 may generate emission units resulting from 
projects aimed at reducing anthropogenic emissions or 
enhancing anthropogenic removals of greenhouse gases listed 
in Annex A in any sector of the economy, provided that: 

(a) participation in the project is voluntary and has the 
approval of the host country government; 

(b)the project will bring about real, measurable, and 
long-term environmental benefits related to the 
mitigation of climate change; 

(c) the project will provide a reduction in net emissions 
that is additional to any that would otherwise occur. 
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3. The Clean Development Enterprise shall: 

(a)operate under the authority and guidance of the 
COP/MOP; 

(b)review proposed projects in terms of the requirements 
set forth in paragraph 2 above; 

(c)certify proposed projects that meet the requirements 
of paragraphs 2(a), 2(b), and 2(c) above; 

(d)certify, on an annual basis, the number of emission 
units attributable to a project, using stringent 
emission reduction/removal verification and 
accountability methodologies; for each project, a 
baseline shall be established, against which the net 
environmental benefits of greenhouse gas emission 
mitigation and reduction achieved by the project can 
be compared; 

(e)[impose a per/unit operational fee upon all units that 
it certifies and distribute funds so collected to 
projects related to adaptation to climate change;] 

(f) [in the case where one or more projects need funding, 
act as a clearinghouse for purposes of matching 
potential investors with projects, including bundling 
several projects where appropriate.] 

4. A Party that generates emission units, as certified by the 
Clean Development Enterprise, may: 

(a) hold such units; or 

(b)transfer any portion thereof to any Party included in 
Annex I [or operating under Article 10], which may use 
such units for the purpose of meeting its obligations 
under Article 3, provided it is in compliance with its 
obligations under Articles 5 and 8 and provided such 
units are supplemental to domestic policies and 
measures for meeting commitments under Article 3. 

5. A Party may authorize intermediaries to participate, under 
the responsibility of that Party, in actions leading to the 
generation and transfer of units for projects under this 
Article. 

6. If a question of a Party's implementation of the 
requirements of this Article is identified by a review 
process under this Protocol, transfers of emission units 
may continue to be made after the question has been 
identified, provided that any such tonnes may not be used 
by any Party to meet its obligations under Article 3 until 
any issue of compliance is resolved; issues of compliance 
shall be resolved as expeditiously as possible. 



Draft #5 

Developinq Country Options  

Proposal  

o There would be two key components: 

In terms of the first budget period, the Executive 
Branch would unilaterally link U.S. commitments to key 
developing countries' making clear their intent to 
join Article 10. 

- _ In terms of the second budget period, there would be a 
decision in Kyoto to review the adequacy of 
commitments under Article 7(2)(a) of the Convention by 
a date certain; the review of adequacy for Annex I 
countries would focus on the second budget period and 
not re-open the first budget period obligations. 

o In addition, it would be desirable, particularly for 
domestic reasons, to seek a Declaration among like-minded 
countries in Kyoto expressing the expectation that key 
developing countries will join Article 10. 

Discussion 

o This discussion is premised on three assumptions: 

that the protocol's article "advancing existing 
commitments under Article 4.1 of the Convention" is 
satisfactory; (the developing countries are currently 
seeking text that goes backwards from the Convention); 

that the Protocol would contain an Article 10 (i.e., 
voluntary commitments); and 

that the Protocol would not contain an article on 
"evolution." 

, 
o The question is what else, if anything, do we need. 

• 

o As a matter of substance, an issue is whether- the 
developing country action is linked to U.S. commitments for 
the first budget period, second budget period, or both. 

o In terms of process, options fall into three basic 
categories: 

unilateral options; 

- - multilateral options that require the agreement of all 
parties; and 

multilateral options that do not require the agreement 
of all parties. 

_ - 
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o A unilateral option could also be combined with one of the 
multilateral options. 

Unilateral Options 

o An example of a unilateral option would be for the 
Executive Branch to state that the U.S. would not take on 
legally binding obligations until key developing countries 
had made clear their intent to join Article 10. .(Note that 
the U.S. could sign earlier; we just would not submit the 
protocol to the Senate.) 

o Advantages of unilateral options are that: 

they are the easiest to achieve, in that they do not 
require the concurrence of any other country; 

they are the most flexible, in that the Executive 
Branch can judge when the linkage has been met (g„a,, - 
in the above example, which countries are "key"). 

o The potential disadvantage is that there is no agreed 
document to show that developing countries intend to move 
in this direction or even that other developed countries 
agree with our linkage/expectation. 

Multilateral Options Requiring Consensus  

o An example of such an option is a decision of the Parties 
at Kyoto, which would require consensus. 

o A decision could establish a mandate for future 
negotiations: 

- - a bland "mandate" could call for negotiations by a 
date certain, without specifying what kind of 
commitTents we are seeking from developing countries; 

_ - a specific "mandate" could call for negotiations by a 
date certain and also specifies the kind, and date for 
implementation, of commitments we are seeking (e.g., 
legally binding emissions targets) and from which 
countries we are seeking them (e.g., countries with 
certain percentage of global emissions). 

o Alternatively, a decision could more generally call for a 
review of adequacy of commitments, without actually saying 
that negotiations on developing country commitments would 
follow from such a review. 

The latest EU approach is a decision in Kyoto to 
review the adequacy of commitments under Article 
7(2)(a) of the Convention by a date certain. 
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o Although there are theoretical advantages to a consensus 
document, it is extremely unlikely that anything that could be agreed to by all parties would be worth much. It might 
even be harmful: 

Developing countries would likely seek to load up any 
mandate with all kinds of elements unacceptable to us 
(e.g., additional Annex I commitments, financial and 
technology transfer requirements). . 

Even a decision limited to a "review of adequacy" 
could come back to haunt us; unless it specifically 
provided otherwise, it could be open-ended enough to 
include renegotiation of our first budget period 
commitment. 

o Further, even if we were to achieve a consensus agreement 
on a future process, that document in and of itself would 
not create the kind of linkage that the President set up. 
(In other words, establishing a future negotiating process 
does not necessarily mean that Annex I Parties will not 
implement their Kyoto commitments until that process has 
taken place.) . 

Multilateral Options Not Reauirinq Consensus 

o An example of such an option would be a "Declaration" among 
like-minded countries at Kyoto expressing the expectation 
that key developing countries will join Article 10. 

o An advantage of such an option is that, while the 
international document would not reflect the agreement of 
the countries at issue, it could show some international 
backing for whatever our domestic linkage is. 

Other 

o It has also 'been suggested that the United States might 
seek to link fulfilment of its commitment with developing 
country action through a reservation. 

o The text currently contains a "no reservations" clause. 
Although the U.S. has opposed this clause (due to 
escalating Senate concerns about such clauses, which the 
Senate believes infringe on its Constitutional 
prerogatives), no other country supports deletion of the 
clause. 
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o Even if the clause were deleted, customary international 
law, as reflected in the Vienna Convention on the Law of 
Treaties, would limit permissible reservations to those 
that do not defeat the object and purpose of the treaty; a 
reservation along the lines above would go to the very 
heart of the treaty. 

o The only way to allow for a reservation along the lines 
above would be to specifically provide in the Protocol that 
reservations could be taken for that purpose. IE is 
unlikely that such a clause could be negotiated, given that 
setting up developing country action as a precondition for 
fulfilment of the Annex I obligation goes beyond even our 
"evolution" proposal. 

o A different approach might be to link the second 
budget period commitment with action by developing 
countries. For example, the Protocol itself could include 
a provision such as: 

"The second budget period shal], be from 2013 to 2017. 
The Parties shall decide, through an amendment, on 
their emissions budgets for that period, taking into 
account the extent to which non-Annex I countries 
[have taken][have committed to] actions to limit 
greenhouse gas emissions." 
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7.* G77/China has put forth a unified position, but that position masks substantial differences within its ranks. 

** Russia would like trading to include "‘paper tons" for its below-baseline emissions prior to the first budget pericd. 
x 

Chairman has omitted evolution from the text of the protocol, but aot ruled out possibility of inclusion in a "Kyoto Mandate." 

Ic-e*** Annex X is the EU's name for a proposal that is very similar to the U.S. proposal. 
o 

Key Country Positions — Climate Change Negotiations (As of 10-30-97)  

1 

U.S. Japan Australia Brazil NZ Canada EU G77/China* Russia 

Budget periods probably yes-diff. forin maybe yes yes yes yes yes yes 

uniform differentiated I differentiated differentiated Target: 
Uniform or 
Differentiated 

d:fferentiated uniform, but 
hinting at 

differentiation 

uniform, for 
Annex I only 

differentiated, 
in Annex I 
"bubtle 

uniform, but 
EU "butble 

yes (0%) yes (0-5%) Has Country or 
Group Tabled 
Its Target? 

no, but 
announcement 
expected 10/31 

yes, for 
Annex I only 

yes (?) yes (15%) Yes (?) 110 no 

Baseline 1990 1990 1990 1990 multi-year 1990 1990 1990 1990 

International 
Emissions 
Trading 

no, limited JI in 
Annex I only in 
lieu of trading 

yes** yes yes yes, 
w/conditions 

yes yes Yes ro 

( 
Carbon Taxes maybe maybe no no AO no no 110 110 

Joint 
Implement. 
w/Credit 

yes, but light yes, but Iight limited II in 
Annex I only 

clean 
development 

fimd 

yes, but light clean 
development 

fund 

? yes yes, 
w/conditions 

Developing 
Country 
Coinmitments/ 
Evolution*** 

light conditional, 
tied to early 

review 

yes yes no yes yes yes TIO 

Harmonized 
Policy & 
Measures 

yes, but light no l yes, but light yes, but light AO no yes no no 

Annex B light Annex X**** yes yes yes yes yes no no 

Compensation 110 no 110 no 110 no no Yes yeS 1 

DRAFT 
0 
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Issues for White House Consideration 

"rget., 

We are assuming we have the flexibility to repackage our existing number as a reduction 
(for example, by using a 1995 baseyear), but do we have any flexibility to change our 
number as a matter of substance? 

Are we supposed to negotiate a second budget period in Kyoto or not? 

Flexibility:  

Regarding emissions trading: 

• can it depend upon a future decision of a Meeting of the Parties (i.e., because it 
depends upon modalities that need to be agreed by consensus in the future)? 

• can it be limited (e.g., to only a certain percentage of a country's budget 
obligation)? 

What position should we take on the "paper tons" issue (for example, exclude totally, 
include totally, include a certain portion)? 

Regarding 

• can it be limited (e.g., to only a certain percentage of a country's budget 
obligation)? 

• can we move from JI with credit to a variation of the Brazilian proposal, i.e., 
one or more institutions that provide funding for developing country projects 
that, in turn, sell credits to Annex I countries? 

How critical are banking and borrowing? 

National Security:  

Is a specific "national security provision" a must-have for us? (If so, is this still true if we 
get an acceptable emissions trading provision?) 

Developing Countries:  

Assuming an Article 10, i.e., voluntary commitments, what else do we need, for example: 

• no other internationally agreed document — rather, unilateral US linkage between our 
ratification and intention on the part of the key countries to join Article 10 



• the latest EU approach, namely a decision in Kyoto to review the adequacy of 
commitments under Article 7(2)(a) of the Convention by a date certain (which, unless 
it specifically provides otherwise, would be open-ended enough to include 
renegotiation of our first budget period commitment) 

• a bland "mandate" that calls for negotiations by a date certain, without specifying 
what kind of commitments we are seeking from developing countries 

• a specific "mandate" that calls for negotiations by a date certain and also specifies the 
kind of commitments we are seeking (e.g., legally binding emissions targets) and from 
which countries we are seeking them (e.g., countries with certain percentage of global 
emissions) 

• a "DeclaratioC among like-minded countries (i.e., that would not require consensus) 
calling for whatever kind of action we are seeking from developing countries 

Entry into Force 

Should the entry into force trigger be crafted so that, in effect, US ratification is required 
for the Protocol to enter into force? (Other developed countries are divided on this issue.) 
(A separate paper is being prepared on this topic.) 

l rL o ~--
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DRAFT 
Proposed Gameplan for the Kyoto Countdown 

The chief message for all of the contacts is that the United Slates wants a successful 

outcome in Kyoto. With particular countries, we want to tailor our message based on the 

relevant issues and the level of the officials involved, 

1. Presidential Action 

• Pu11-aside/bilateral at APEC with Jiang Zemin (necessity of Chinese participation in 

the Kyoto outcome) 

• Pu11-aside/bilateral at APEC with President Ramos (developing countries must be 

involved; urge support for inclusion of "Article 1 0" in the Kyoto agreement — 

voluntary adoption of binding emissions commitments; encourage support for JI; send 

clear signal to climate change negotiators to be constructive in Kyoto) 

• Pull-aside/bilateral at APEC with President of Korea (urge Korean voluntary adoption 

of -binding emissions commitments as part of Kyoto agreement; encourage support for 

JI with credit and emissions trading) 

• Pull-aside/bilateral at APEC with President of Singapore (urge Singapore's voluntary 

adoption of binding emissions comrnitments as part of Kyoto agreement; encourage 

support for JI with credit and emissions trading) 

• Pull-aside/bilateral at APEC with President Frei of Chile (urge support for inclusion 

of "Article 10" in the Kyoto agreement; encourage support for TI with credit and 

emissions trading) 

• Pull-aside/bilateral 
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EC with President Soeharto of Indonesia (developing 
-. , gc support for inclusion of "Article 1 0" in the Kyoto 

ort for J-1) 
es must be involv 

agre 

;8 L  +r r Cedit) 

L;C_ rj 
9  \iWr . P08Sib 

ly4 , ( v) (.."-SLA9 

N") 1....442 4 V 1,1"-4 1". A v•-4. 

94,4 4- 7 

) j 4 II (-j9-) )
,&? 



11/14/97 17:11 V202 647 0191 STATE OES/EGC 444 CEO l~j0o3/oo5 

EU that embraces realistic targets, flexibility mechanisms — omissions trading and JI 

with credit, and developing country involvement) 

• (Watch out) Approach from Australia at APEC (will likely raise its need to have 

differentiated targets for developed countries; we have opposed that approach from 

the begirming; on rnost other climate change issues, we share similar views) 

2. Vice Presidential Action 

• Telephone call to President Mubarak (Egypt has shown some willingness to break 

away from other Arab states; seek support for II with credit and meaningful role for 

key developing countries) 

• Telephone call to Vice President Mbeki (South Africa will participate as a Party for 

the first tirne at Kyoto although it has attended negotiations as observer; seek to have 

South Africa influence other African nations to support with credit and the 

proposed U.S. emissions target) 

• Telephone call to appropriate French PM Jospain (Encourage compromise between 

U.S. and EU that embraces realistic targets and flexibili.ty mechanisms — emissions 

trading and JI with credit, and developing country involvement) 

• Possible telephone call to Russian PM Chemomyrdin (Russian adoption of treaty 

essential; if necessary, seek support for U.S. emissions target, II with credit and 

emissions trading; rnay have to address "paper tone issue) 

• Possible telephone call to U.K. Deputy PM Prescott (Follow up on Prescott's recent 

Washington visit; encourage compromise between U,S. and EU that embraces 

realistic targets and flexibility niechanisms — emissions trading and JI with credit, and 

developing country involvement) 

3. Secretary of State Action 

• Bilateral with Indian Prime Minister (also Minister of External Affairs) Gujural 

(make clear that developing countries must be involved; encourage suppOrt for JI with 

credit) 

• Pull-aside/bilateral at APEC with Mexican Foreign Minister (follow up on 

Presidential visit to Washington; urge Mexican voluntary accession to Kyoto 

agreement to take on binding emissions limitations; encourage support for JI with 

credit and emissions trading) 
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• Telephone call to Prince Bandar (acknowledge Saudi concerns over climate change 
agreement; urge them to stop their obstructionist ways and to support the proposed 
U.S. emissions target as it is the most realistic and sensible) 

• Telephone call to either Kuwait PM and Crown Prince Shaykh Saad A1-Abdallah 

AI-Sabah or FM and First Deputy PM Shaykh Sabah Al-Ahmad A1-Sabah 
(acknowledge Kuwaiti concerns over climate change agreement; urge them to stop 

their obstructionist ways and to support the proposed U.S. emissions target as it is the 

most realistic and sensible) 

4. Action by U/S Wirth 

• Telephone call to Italian Deputy FM (Italians have been helpful and might have some 

influence in EU; encourage support for JI with credit, emissions trading and 

reasonable target) 

• Telephone call to Swedish Deputy FM (Swedes have indicated support for JI; 

encourage support for JI with credit, ernissions trading and reasonable target) 

• Telephone call to appropriate Thai official (developing countries must be involved; 

urge support for inclusion of "Article 10" in the Kyoto agreement; encourage support 

for JI) 

5. Action by Treasury U/S Larry Summers 

• Telephone call to appropriate Korean official (urge Korean voluntary adoption of 

binding emissions commitments as part ofKyoto agreement; encourage support for JI 

with credit and emissions trading) 

• Telephone call to appropriate Brazilian official (if necessary, shore up Bra.zil's 

support for j1 with credit; encourage support for proposed U.S. emissions target) 

• Telephone call to appropriate Singapore official (urge Singapore's voluntary adoprion 

of binding emissions commitments as part of Kyoto agreement; encourage support for 

31 with credit and emissions trading) 

• Telephone call to appropriate Getman official (encourage consideration of realistic 

U.S. emissions target; encourage compromise between U.S. and EU on market-based 

mechanisms — emissions trading and JI with credit and developing country 

involvement) 
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7. Action by Acting A/S Kimble, and DAS Pomerance 

• Various APEC discussions - Kimble (use occasion of APEC to raise issues with 
Annex I and non-Annex I counbies, as appropriate) 

• Bilateral visit to Brazil - Pomerance (seek Brazil support for merged 51 proposal; 
secure agreement that it will support proposal in Kyoto) 

• Ca11 in Israeli Embassy official to Department and telephone call to appropriate Israeli 

official - Pomerance (encourage consideration of "Article 10" status; urge support 

for U.S. proposal — target level arid timeframe, emissions trading, JI with credit) 

• Telephone call to Senegalese negotiator, Bakary Kante - Pomerance (Plays somewhat 

prominent role in negotiations; could be useful with other francophone African 

countries to support .TI with credit and reasonable U.S. target proposal) 

• Lunch in New York - Pomerance (?)/Telephone calls to appropriate Baharnanian and 

Trinidad and Tobagan official (have relatively high per capita GDPs; could ask them 

to demonstrate their commitment to addressing climate change by signing up for 

"Article 10") 

Other possible countries/opportunities 
• Venezuela 
• Argentina 
• Visit of Sir Leon Brittain 
• IJ.S.-EU Surnmit, December 5 
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Banking and Borrowing: Decisions for Kyoto 

Both banking and borrowing are currently included in the draft text for K.yoto (Articlc 3, 
paragraphs 13 and l 4) — although both are brackctcd, indicating the lack of agreement for their 
inclusion. Currently, them arc also some blanks in the borrowing text — including with respect to 
what Unlit might be imposed on the amount that can bc borrowed, and on what "penalty" would 
be assessed on countries that choose to borrow. 

The issue of banking is not particularly problematic; rnost countries undsa-stand the valuc of 
early action. Its principal detractors have raised concerns about the complexity of 
implementation — and the need it implies for a second budget period. Problems with hatlikin 
havc also been raised in connection with JT — in which the concept of early action has been 
supported by many in industry, including most aggressively by those undertaking JI projects_ Tt 
would bc uscful to deal with the early credit for JI separately, noting in particular the 
implications it has for Russia and Eastern Europe. 

l3orrowing has received significantly more attention — little of it positive_ )(nternationally, 
the only supporters of borrowing have been the New Zealanders, who see the concept in the same 
light we do; all othcrs have been opposed to providing the additional element of flexibility, in 
particular noting the problems the conccpt imposes for determining compliance. Some of these 
countries have suggested that borrowing he adopted as a form of non-compliauce — i.e., that 
countries which exceed their budget allocations would have to repay with a pcnalty, IIowever, 
no text has been insertecl into the chairman's current draft to this ond. 

Recommendations 

Banking: Continue to support. Allow delegation flexibility to drop the concept if it becomes 
non-negotiable. 

Borrowing: 

• Continue to support, noting that borrowing could only be accommodated if a second budget 
period is cxplicitly set forth in the agreement — even ifthe level/target for that period is not 
adopted. 

• Tf unacceptable as drafted, proposc modifying the amount that [nay bc borrowed, ancl the 
pennlty assessed on borrowers to attract support (beginning with allowing no more than 20 
percent to he borrowed, i e., approximately onc year's worth of the five year budgot 
allocation), and a penalty of 25 percent. 

• May seek to further address concerns about borrowing by adding language to restrict it to 
emissions for which a Party has provided detailed plans regarding repayment (and possibly 
require that guidelines for such proposals to be developed and adopted by the Parties at their 
first meeting). This addition would obligate a Party to develop, make public, have reviewed 
and have agreed specific proposals on how it would make up the additional obligations in the 
subscqucnt budget period. It would prohibit borrowing by Parties not having such plans. 

• If those options fail, alIow delegation flcxibility to drop the concept if it becomes non-
negotiable, 

Zoo]. 
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Options for Mdressing "Far and "Super Heated Aie In 

A post-2O0 lOoto Agreement 
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MMTC are "super heated ae. 
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Option III: Select a 1990 base year -- constran banking to first budget period: Russia and 

Eastern Europe could bc constrained frorn1;a4ing "super heated air" and only allowed to trade 

credits derived during the first budget period. §ince Russia and Eastern Europe are expected to 

be under 1990 levels throughout the 2008-2012 time period, they will be in a position to trade 

crcdits before they take any action Mot air"). OA estimates that the amount of "hot air is 

roughly 810 MMTC of credits during the first budget period before taking any action. (20~ of 

the overall Annex I emissions reduction goal fOr the first budget period). 

JileOption IV: Cap the level of banking at  a fi d amount tons. This option would allow 

negotiators to broker a deal. The environmental, cost, and equity implications of this option 

would be determined by how the deal is structdred. For our analysis we assumed that Russia 

would broker a deal to allow them to bank tong bcginning in 2005. 
, 

Option V: Exclude Russia and Eastern Eurtipe from Annex I trading: The EU has 

threatened to push for this if thc Russian and Elistern Europe "super heated air" are not taken off 

the table. This would bcverely constrain the availability of low cost reductions. Russia and 

Eastern Europe arc expected to be the major emissions trading partner with the US. Under a 

scenario where Russia and Eastem Europe were excluded, the IJS would become the low-cost 

producer of emission credits and would be in a position to "sell" credits. In fact, SOM analysls 

indicates that the "Annex I Tradine permit price is roughly $130/ton. The Us can meet its 

commitments without trading for $82/ton. 
1 
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budget period of 2008-2012. . 

( 

Support Option III: Constrain banking to 4 first budget period. This option provides 

Russia and Eastern Europe with a target that will require then to do nothing during the first 

budget period while receiving a large amount cif financial assistance, We estimate the total valuc 

of this package to Russia and Eastern Europe is $18.6 Billion over 5 years. The US alone will 

most likely purchase 331 MMTC of hot air over the 5 year budget period and spend S7.6 Billion 

-- reducing our domestic commitments by 17.*o. This option also provides Russia and Eastern 

Europe the opportunity to begin to pursue fina*cing and trades before 2008. Early trading 

agreements will allow Russia and Eastern Eur pc to rebuild its infrastructure and to finance low-
1 

greenhouse gas emitting technologies well bef , re 2008. 

I 

i 

• 

Recominendation: 



io 1,888 
1..JS Purchases ofHot Air 

2008-2012 (MMTC) 
331 3 609 0 160 
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Table 1: Cumulative Emission Reduction ominitments 2008-2012 

.• Option 8 Option 6 
! (2003- (2000- Option 6 

ReOlon 0•ton 1 Option 2 Option 3 i Option 4 Option 5 2007 7012) Total 

1,t—iFf..---17467-1 `"ag. 
1,888 472 1,8 8 2,360 

J
~--~'—'—  

apan 785 522 785i 785 785 155 785 941 

Canada 226 197 22 
220 220 60 226 286

 

Australia/NZ 
135 75 13 135 135 

34 135 169 

European Union 084 974 
964 964 326 964 1,290 

Ruseia/ Eastern Europe -5,916 1,419 41 -1,491 
417 -810 -303 

.1,918 4,677 3.1881 2,507 3,998 1,465 3.188 4,653 
Annex i Reductions —.,—

 
.... 

Data source: EIA International Energy Annual, 1997 

Option 6 totals include reductions takea from 2003-2007 

1 

Table Costs of the Hot Air and Super Heated Air Options 

Option Option 2r Option 3 Option 4 a  Option 5 Option6 

i —  

Annex 1 Perrnit Prite ($96)
  $9 $76 523 S19 5 $131 $40

 

RUSS adExtBm 
EWOPeEOtA!Sa]Z008 
2012(MIC) 

Total Value of Russian and 

Eastern Europe Hot Air 

(Billion $96) 

3998 810 1491 0 393 

] 

536.0 . $010 S18.6 $283 
50.0 515.7 

. 

US Expenditures on Hot 

Air Sales 2008-2012 

($i1ilful! 596)   $17.0 SOLO $7.6 $11.6 50.0 56,4 
- 

Based on Second Generation Model Analysis 

1. Assumes Russia charges 59/ton — the value availleble front unlimited global 11 

2. NOTE: The US sells permits undcr tbis option (the US permit price w/out trading is 566/ton) 

3. Based on the proportion of hot air purchased by ithe US from SGM analyses 

4, Assumes that Russia and Eastern Europe get "slier heated air" front 2005 -2008 

5. Interpolated from other data . 

• 
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PolicieD and MeaRures 

Issues  

o There are three major issues: 

whether a list of policies/measures should be 
non-exintent, voluntary, or mandatory; 

whether there should be any requirement to garticipate 
in a process to "coordinate" policies/measures, even 
if the resulting policy/measure is not binding; and 

- ̂  how to handle the G-77 demand for policies/meaaures 
not to have adverse environmental (AOSIS) or economic 
(OPEC) impacts on developing countries; this is linked 
to the ucompensation" issue. 

Proposed Position$ 

An to the first issue, it is unlikely that we can prevail 
on having no list of policies/measures at all. As such, we 
should seek, in the following order of desirability: 

a voluntary lint (with appropriate changes made to the 
list); 

a mandatory list, with the policies/measures cast as 
"objectives" (with appropriate changes made to the 
list); and 

a mandatory list of policiee/measures (with 
appropriate changes made to the list). 

„ es(c./6/,
(.
4 

o As to the second issue, we should not support a mandatory 
process for "coordinating" policies/measures, even if the 
result is not binding. There are numerous reasons why a 
policy/measue might not be amenable to coordination under 
the Protocol (e.g., because it was not amenable to 
coordination at all, because it was not amenable to 
coordination by Annex 1 countries alone, because it should 
be handled by an organization outside the Protocol). Any 
formulation of a requirement to participate would need to 
leave us the flexibility not to participate if we did not 
think it appropriate. 

o Ao to the third iosue, we cannot support any call for 
"compensation" to developing countrles for either 
environmental or economic damage. We could, however, 
support reviewing (e.g,, as part of the general review of 
implementation of the Protocol) the impacts that the 
implementation of Annex I commitments are having on other 
Parties. 
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Draft #4 

Developing  Country Options  

o Assuming the Protocol contains an Article 10 (i.e., 
voluntary commitments) but does not contain an article on 
"evolution," the question arises what else, if anything, do 
we need. 

• 

o Ao a matter of substance, an issue is whether the 
developing country action is linked to U.B. commitments for 
the first budget period, second budget period, or both. 

o 'In terms of process, options fall into three basic 
categories: 

_ _ unilateral options; 

multilateral options that require the agreement of all 
parties; and 

-- multilateral options that do not require the agreement 
of a11 parties. 

o A unilateral option could also be combined with one of the 
multilateral options. 

Unilateral Options  

o An example of a unilateral option would be for the 
Executive Branch to state that the U.S. would not take on 
legally binding obligations until key developing countries 
had made clear their intent to join Article 1O. (Note that 
the U.S. could sign earlier; we just would not submit the 
protocol to the Senate.) 

o Advantages of unilateral options are that; 
• 

they arip the easiest to achieve, in that they do not 
require the concurrence of any other country; 

they are the most flexible, in that the Executive 
Branch can judge when the linkage has been met (e.q., 
in the above example, which countries are "key"). 

• 

o. The potential disadvantage 1s that there is no agreed 
document to show that developing countries intend to move 
in this direction or even that other developed countries 
agree with our linkage/expectation. 

ReQuirincr  Consensaa 

o An example of such an option is a decision of the Parties 
at Kyoto, which would require consensus. 
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o A decision could establish a mandate for future 
negotiations: 

a bland "mandate" could call for negotiations by a 
date certain, without specifying what kind of 
commitments we are seeking from developing countries; 

a specific "mandate" could call for negotiations by a 
date certain and also specifies the kind, and date for 
implementation, of commitments we are seeking (e.c., 
legally binding emissions targets) and from which 
countries we are seeking them (p.,g., countries with 
certain percentage of global emissionn). 

o Alternatively, a decision could more generally call for a 
review of adequacy of commitments, without actually saying 
that negotiations on developing country commitments would 
follow from such a review. • 

The latest EU approach is a decision in Kyoto to 
review the adequacy of commitments under Article 
7(2)(a) of the Convention by a,date certain. 

o Although there are theoretical advantages to a consensus 
documnt, it is extremely unlikely that anything that could 
be agreed to by all parties would be worth much. It might 
even be harmful: 

Developing countries would likely seek to load up any 
mandate with all kinds of elements unacceptable to us 
(e.g., additional Annex 1 commitments, financial and 
technology transfer requirements). 

- Even a decision limited to a "review of adequacy" 
could come back to haunt us; unless it specifically 
provid‘d otherwise, it could'be open-ended enough to 
include renegotiation of our first budget period 
commitment. - 

o Further, even if we were to achieve a consensus agreement 
on a future process, that document in and of itself would 
not create the kind of linkage that the President set up. 
(In other words, establishing a future negotiating process 
does not necessarily mean that Annex 1 Parties will not 
implement their Kyoto commitments until that process has 
taken place.) 

• 
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Multilateral Options Not Requiring Consensus  

o An example of such an option would be a "Declaration" among 
. like-minded countries at Kyoto expressing the expectation 

that key developing countries will join Article 10. 

o An advantage of such an option is that, while the 
international document would not reflect the agreement of 
the countries at issue, it could show some international 
backing for whatever our domestic linkage is. 

Other 

o It has also been suggested that the United States might 
seek to link fulfilment of its commitment with developing 
country action through a reservation. 

o The text currently contains a "no reservations" clause. - 
Although the U.S. has opposed this clause (due to 
escalating Senate concerns about such clauses, which the 
Senate believes infringe on its Constitutional 
preroqatives), no other country supporta deletion of the 
clause. 

o Even if the clause were deleted, customary international 
law, as reflected in the Vienna Convention on the Law of 
Treaties, would limit permissible reservations to those 
that do not defeat the object andpurpose of the treaty; a 
reservation along the lines above would go to the vexy 
heart of the treaty. 

o The only way to allow for a reservation along the lines 
above would be to specifically provide in the Protocol that 
reservations could be taken for that: purpooe. It is 
unlikely that such a clause could be negotiated, given that 
setting up developing country action as a precondition for 
fulfilment cA the Annex I obligation goea beyond even our 
"evolution" proposa].. 

/ 

o A different approach might be to link the second 
budget period commitment with action by developing 
countries. For example, the Protocol itself could include 
a provision such as: 

"The second budget period shall be from 2013 to 2017. 
The Parties shall decide, through an amendment, on 
their emissions budgets for that period, taking into 
account the ext:ent to which non-Annex 1 countries 
[have taken][have committed to] actions to limit 
greenhouse gas emissions." 
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Proposed Position 

o There would be two )-.c.y components; 

In terms of the first budget period, the Executive 
Branch would unilaterally link U.S. commitments to key 
developing countries' making clear their intent to 
join Article 10. 

- 

In terms of the second budget period, there would be a 
decision in Kyoto to review the adequacy of 
commitments under Article 7(2)(a) of the Convention by 
a date certain; the review of adequacy for Annex 1 
countries would focus on the second budget period and 
not re-open the first budget period obligations. 

o In addition, it would be desirable, particularly for 
domestic reasons, to seek a Declaration among like,minded 

developing countries will join Article 10. 
countries in Kyoto expressing the expectation that key 

. - 
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lIntry Into Force 

o most countries have 1.ndicated support for an entry into 
force clause that requires not only a specific number of 
countries to have ratified, but a certain level/percentage 
of emissions as well. 

o In our January draft protocol, we supported the.notion of a 
"weighted" entry into force clauga without speci;fying what 
the trigger would be. 

o Two issues have arisen in connection with the emissions 
trigger: 

- whether U.S. ratification should be a precondition for -
entry into force; 

^1_ whether developing country ratifications should be a 
precondition for entry into force. 

U.S. Ratifigation 

o In Bonn, it became apparent that some countries (such as 
Japan, Canada, and Australia) believe that the trigger 
should be crafted so as to require U.S. ratification before 
the protocol could enter into force; other countries (such 
as Switzerland and likely the EU) disagree, 

o we theretore need a position on whether U.S. ratification 
should be a precondition to entry into forcc. 

o If U.S. ratification were required: 

- - a disadvantage is that the Senate would be able to 
hold up the entire agreement, not just U.S. 
participation; 

an advahtage is that implementation of the agreement, 
including decision:making, could not begin without us 
(contrast the Biodiversity Convention); ' 

- an advantage or disadvantage, depending on one's point 
of view, is that there would likely be substantial 
international pressure on the United States to ratify. 

Developing Country Ratification 

o When we proposed our "evolution" article, we contemplated 
an entry into force clause that would require a certain 
level of developing country ratifications (e.g., China, 
India) for entry into torce; that way, such countries would 
be bound to the evolution obligation at the same time that 
we were bound to take on out emiseions obligation. 
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o It now appears that the evolution article will not be in 
the protocol. 

o As such, it does not: appear helpful to include developing 
country ratification in the entry into force trigger --
their ratification would not commit them to anything beyond 
"advancing existing commitments;" however, they could 
potentially block entry into force of the agreement. 
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Reservations  

o The draft protocol currently contains a "no reservations', 
clause . 

o A footnote makes clear that a country, namely us, objected 
to the clause. 

• 

o In the absence of a "no reservations" clauce, the rules 
governing reservations would be those found in the Vienna 
Convention on the Law of Treaties, which reflects customary 
international law in thig area: 

- ^ In essence, a State would be able to make a 
reservation, unless it were "incompatible with the - 

object and purpose of the treaty." 

o Since the 1992 Framework Convention on Climate Change, 
which contains a "no reservations" clause, the Senate has 
become increasingly concerned about such clauses, which it 
believea impinge on Its constitutional prerogatives 
regarding advice and consent. 

Most recently, in the resolution approving the 
chemical weapons convention, the senate expressed its 
(non-binding) view that the Executive Branch ehould 
not negotiate treaties with "no reservations" clauses. 

o As noted above, there is no international support for 
deleting the "no reeervations" clause in the protocol; 

^ - Most countries do not have a separation of powers 
issue. 

- _ Most countries suspect our motives for wanting to 
allow -- in addition to all our other proposals for 

-- the ability to make reservations. 

o We are left with three options; - 

-- Oppose the protocol because it contains a H no 

reservations" clause. 

-- continue to oppose the "no reservations" clause (to 
ShOw the Senate that we tried), but ultimately live 
with it. 

- - Seek to negotiate a limited "no reservations" clause 
that would permit reservations to be made to certain 
articles (presumably not including the target). 
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o In terms of the relative merits of the last two options, it 
needs to be considered: 

-- whether we would support opening the door to 
reservations from other countries; 

- whether the Senate would view the ability to make 
limited reservations (but not to the target)_ to he any 
more valuable than a complete prohibition on 
reservations; arguably, a reservation to the target 
would be incompatible with the object and purpose of 
the protocol in any event_ 

o The question has been raised whether it might be possible - 
to deal,through reservations, with the developing country 
linkage and/or the national security issue. 

Developing Countries 

o Concerning the developing country linkage, it has been 
suggested that the United States might seek to link 
fulfilment of its commitment with developing country action 
through a reservation. 

o Even assuming that we were to pursue the limited "no 
reservations" approach, it is highly unlikely that 
reservations would be permitted to Article 3 (the target). 

o Indeed, even if the "no reservations" clause were deleted 
entirely, Linking our commitment to developing country 
action would be unlikely to be consistent with the 
requirement that reservations not be incompatible with the 
object and purpose of the treaty. 

o The only way to allow for a reservation along the lines 
above would pe to specifically provide in the Protocol that 
reservations could be taken for that purpose. It is 
unlikely that such a cla.use could be negotiated, given that 
setting up developing country action as a precondition for 
fulfilment of the Annex 1 obligation goes beyond even our 
"evolution" proposal. 

National Securitv 

o It has been suggested that the United States might seek to 
deal with the national security issue through a reservation. 
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o As with the develop:ing country linkage above, even assuming 
that we were to pursue the limited "no reservations" 
approach, it ie highl.y unlikely that reservations would be 
permitted to Article 3 (the target). Thus, dealing with 
this issue through a reservation is unlikely. 

o If, hypothetically speaking, the "no reservations" clause 
were deleted entirsly, excluding certain national 
security-related emissions might meet the requirement that 
reservations not be incompatible with the object and 
purpose of the treaty. 

o Alternatively, it might be agreed in the protocol that such 
a reservation could be taken. (Note that this would be — 
tantamount to agreeing the protocol on the exception, which 
would be preferable.) 

o In order to meet DOD's objective of excluding such-
emissions also from other countries' obligations, they 
would also need to take such a reservation when signing or 
joining the protocol. Assuming such a reservation could be 
coordinated among like-minded countrj.es, there would still 
be an issue of countries that did not accept such a 
reservation (unless, as noted above, such a reservation 
were explicitly permitted). The resulting legal situation 
would be murky. 

o The only way to allow tor a reservation along the lines 
above would be to specifically provide in the Protocol that 
reservations could be taken for that purpose. It in 
unlikely that such a clause could be negotiated, given that 
setting up developing country action as a precondition for 
fulfilment of the Annex I obligation goes beyond even our 
"evolution" proposal_ 

Again, 
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DISCUSSION PAPER: 

DEVELOPING COUNTRY COMMITMENTS 

1. Background 

Developed countries are responsible for more than 75% of the increase in greenhouse 
gas concentrations since the beginning of the Industrial Revolution. In the decades ahead, 
however, emissions from developing countries are expected to grow sharply. By 2035, 
developing country emissions are expected to exceed those from the developing world. 

Per capita emissions of greenhouse gases vary widely. In the United States, the figure 
is roughly 20 tons per person; for the OECD as a whole, roughly 16 tons per person; and for 
developing countries as a whole, roughly 2 tons per person. 

The Framework Convention on Climate Change, signed at the Rio "Earth Summir in 
1992, established differentiated levels of commitments for developed and developing 
countries. It called upon developed countries to take the lead in addressing climate change 
and to aim to return emissions to 1990 levels by the year 2000. It called upon developing 
countries to adopt policies and measures to address climate change, but provided no airn for 
developing countries sirnilar to the year 2000 goal. These differentiated commitments were 
intended to recognize both the unequal contribution of developed and developing countries to 
global greenhouse gas concentrations and the unequal capacity of those countries to control 
emissions. 

In 1995, in Berlin, the Parties to the climate treaty agreed to negotiate steps for 
controlling greenhouse gas emissions beyond the year 2000. The negotiating mandate calls on 
developed countries to set quantified emissions limits for the "medium term (e.g. 2005, 2010 
and 2020)." In Berlin, the United States argued strongly that developing countries must 
participate meaningfully in negotiations over next steps. There was little support for the U.S. 
position on this point, with many Parties noting the failure of most developed countries to 
take significant steps toward meeting the year 2000 goal. The Berlin Mandate states that 
there will be "no new commitments" for developing countries in the current round of 
negotiation, but that developing countries will be required to advance the implernentation of 

their existing cornrnitments. 

2. Kyoto Negotiations: Current Status 

This is the most difficult issue in the current round of negotiations. There is a vast gulf 
between the dialogue abroad (where the U.S. proposal for developing country participation is 
almost uniformly considered too aggressive) and at home (where more than 60 Senators have 

signed a resolution insisting on developing country commitments beyond those contemplated 

in either the U.S. proposal or current negotiating mandate). 

A. U.S. Protocol Proposal 

In January, 1997, the U.S. submitted a draft protocol proposal. Provisions on 
developing countries included three elements: (1) calling for the negotiation by 2005 of a new 

agreement with legally binding emissions targets for all countries, including developing 

countries, and a "graduation mechanise under which Parties would automatically assume 

additional obligations as they become more developed (the "evolution" concept); (2) 
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establishing a new category (Annex B) of commitments for the most advanced developing 
countries (providing a halfway house between commitments of developing countries and the 
more extensive obligations of OECD members); and (3) an elaboration of existing 
commitments (defining what would be meant by "continuing to advance the implementation of 
existing commitments"). This final element contained several components, including a 
requirement to report annually on emissions and actions taken to reduce emissions and take 
"no regrets" actions (actions which would benefit the climate system, but which might be 
taken for other economic or environmental reasons). 

B. Reaction Abroad 

Support for the U.S. proposal is scant. While the third element is considered within 
the ambit of the Berlin Mandate by nearly all Parties, most countries have argued that the 
other two elements (i.e., evolution and Annex B) are beyond its scope. The U.S. has been 
urged to drop its proposal for a new annex. We have also been urged to drop our proposal 
for evolution (in favor of a separate agreement at some future date). 

The following blocs are active in the negotiations: 

European Union. EU support for developing country commitments has been very soft. 
They have supported U.S. proposals for advancing existing commitments, and have 
proposed that Mexico and Korea take on stronger commitments (not too far removed in 
substance from the U.S. Annex B), but are not prepared to accept the U.S. language on 
"Evolutioe adopted as part of the Kyoto agreement. They do not support joint 
implementation with developing countries. 

Non-EU OECD Members (principally Japan, Canada, Australia). This group of 
countries broadly supports including developing country obligations under the Kyoto 
Agreement. Australia and Canada are the most vocal in support of action, while Japan, as 
host of the December session, is concerned that an aggressive approach would potentially 
derail the negotiations. As nearly all countries in this bloc have extensive competitive 
trade outside of the OECD, they are more aggressive in demanding developing country 
action With the exception of Japan, this group supports joint implementation. 

Big Developing Countries (China, India and Brazil). These three countries are the 
primary drivers of the developing country position — and some of the world's largest 
emitters (China is second after the U.S., and India is number six). These countries have 
taken a standard north-south line, arguing that global warming has been caused by the 
developed world, and calling upon the industrialized countries to pay for the clean-up. 
They claim that when developing countries have incomes and per capita emissions equal to 
those of the North, they will then participate in the clean-up effort. In spite of their often 
strident public rhetoric, these countries (particularly China and Brazil) have shown a 
willingness to engage on this issue on a bilateral basis. They have active domestic climate 
change mitigation efforts, and have privately indicated a support for many elements of the 
U.S. proposal. However, they all oppose joint implementation. 

OPEC. Well organized in the climate negotiations, the OPEC countries have been led by 
Saudi Arabia and Nigeria, and advocate positions designed to slow or block the 
negotiations. These countries have strongly urged: (1) that developing countries should 
not have to act now, and (2) that industrialized countries should compensate developing 
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countries that might be affected by any action taken in industrialized countries to reduce 
emissions (principally noting that reduction in oil revenues should be compensated). 

Small Island States. A group of 37 small island states have banded together to create an 
alliance (AOSIS) that seeks to balance OPEC's influence. Largely composed of member 
countries with low lying territory which will be gradually inundated by climate- associated 
sea level rise, these countries have pushed an aggressive next steps to combat the problem 
— calling for a 20 percent reduction in industrialized country emissions below 1990 levels 
by the year 2005. The AOSIS countries have been reluctant to support U.S. calls for 
developing country action; their proposal omits any mention of any developing country 
commitments to be undertaken as part of the Kyoto agreement, and they oppose JI. 

An agreement in Kyoto that includes the current U.S. developing country position will 
be extremely difficult to achieve. State Department believes that, at a minimum, this would 
require U.S. support for a target and timetable perceived by the rest of the world to be 
serious, an aggressive effort to support replenishment of the Global Environment Facility, and 
an intensive diplomatic campaign. Even with these elements, an agreement that includes the 
U.S. developing country position will be very difficult to achieve. 

C. Reaction At Home 

The domestic dialogue on this issue stands in stark contrast to discussions abroad. 
Many in the business and labor community are deeply concerned about the trade and 
competitiveness impacts of "differentiatee commitments for developing countries under the 
climate treaty. Particular concern has focused on China and "newly industrialized countries," 
such as Korea. 

Last month, Senator Robert Byrd proposed a sense of the Senate resolution opposed 
to any agreement that does not contain "specific scheduled requirements" for developing 
countries during the same compliance period as those for developed countries. The 
resolution quickly garnered 60 co-sponsors. As drafted, the resolution appears inconsistent 
with the current negotiating mandate (which does not envision quantified emissions limits for 
developing countries). During the past several weeks, however, there has been considerable 
discussion with Senator Byrd and others about the exact meaning of the resolution. Senator 
Byrd has stated that commitments of developing countries should be based upon their own 
"pace of industrialization." Senator Chaffee has prepared a more moderate resolution that 
would require developing countries to take on commitments with a 10-year lag behind the 
commitments of developed countries. 

3. Engaging Developing Countries in the Long-Term 

Any solution to the problem of climate change requires the participation of developing 
countries. The long-term issue is how best to engage developing countries in global efforts to 
address greenhouse gas emissions. 

The original vision of the Framework Convention on Climate Change is that developed 
countries would lead in controlling greenhouse gases, and developing countries would follow. 
This is similar to the approach in the Montreal Protocol (the 1987 treaty that addresses 
stratospheric ozone depletion). Under that agreement, developing country obligations 
generally follow 10 years behind those of developed countries. Developing countries receive 



.. • . . 
e - - o 

financial assistance for their efforts from a multilateral fund. 

Under this model, long-term engagement of developing countries depends on action by 
developed countries to control emissions. However, the Byrd resolution underscores the 
domestic political difficulties associated with differentiated commitments between developing 
and developed countries. In addition, any competitiveness or leakage issues would present 
substantive concerns. 

Various efforts are underway to encourage developing country efforts to control 
greenhouse gas emissions. These include: U.S. bilateral assistance; multilateral assistance 
through the Global Environment Facility (GEF); calls for reorienting the loan guidelines for 
the international lending institutions; and work on joint implementation (which would 
encourage the private sector to undertake projects in developing countries to reduce emissions 
and claim credit for these reductions against a domestic obligation). 

The first of these, announced in the President's New York statement at the U.N. 
Special Session on the Environment, establishes a $1 billion, five-year package to help 
developing countries plot a climate friendly path to development. The primary component of 
this initiative will be a five year minimum of at least $150 million per year in bilateral 
assistance for climate related programs, and the potential to use development credits 
dedicated to climate friendly investment projects. The initiative will also include a $25 million 
5-year interagency program to assist developing countries to meet the terms of the climate 
treaty. A significant focus in this initiative will be on using credit tools to induce greater U.S. 
private sector involvement in transferring climate friendly technologies. 

Our financial contribution to the GEF was one of the original incentives to developing 
countries to support the Framework Convention on Climate Change — and to take action to 
mitigate climate change. However, while the U.S. had pledged a contribution of $430 million 
to the GEF over a three year period, Congressional funding has lagged considerably. FY96 
contributions were at $35 million rather than $110 million. The reduced U.S. contribution to 
the GEF will make any subsequent calls for developing country action much more difficult to 
sustain. 

One of the most significant elements of the U.S. approach to encourage developing 
country participation is joint implementation (JI). Similar to the concept of emissions trading, 
JI allows countries to offset emissions at home through projects undertaken elsewhere. 
However, unlike the situation in emissions trading, under a JI regime, projects could be 
undertaken in developing countries — countries without legally binding emissions budgets. 
The analytic work performed to date suggests that allowing JI could reduce costs within the 
U.S. substantially. Developing countries see enormous benefits as well, in the form of 
technology transfer and private sector investment flows. In spite of the potential benefits, 
significant opposition remains: developing countries are concerned at the loss of control over 
domestic emissions; environmentalists are concerned that it may be impossible to measure 
project based emission reductions, and some in the private sector and Congress have 
suggested that JI will result in significant transfers of wealth overseas. 



Talking Points: U.S. Proposal on Developing Countries 

Background 

• Climate change is caused by emissions of greenhouse gases from around the world — the 
source of the emissions is irrelevant to the environmental change. 

• Presently, developed country emissions (including those from the OECD, from the former 
Soviet Union, and from Eastern Europe) account for approximately 60 percent of the 
global total. 

• However, developing country emissions are growing rapidly, and by 2020, will account 

for more than half of the world's emissions. 

• China, the world's second largest emitter, will surpass the U.S. within 15 years. 

• Recognizing the importance of controlling global aggregate emissions in order to mitigate 
climate change, it is imperative that any next step we take include action from both 

developed and developing countries. 

Current U.S. Proposal 

• The U.S. continues to strongly support the ongoing negotiations under the Berlin 
Mandate, and seeks to see them successfully completed in Kyoto at the third meeting of 

the Conference of the Parties to the Framework Convention on Climate Change (FCCC). 

— In narticular, ,ve recognize the language that precludes establishing new commitments 

for developing countries in the agreement concluded in Kyoto beyond their current 
agreement to advance commitments under article 4.1; 

— Our proposals thus create a structure which, while not creating new mandatory 

commitments, more closely define what we believe the 4.1 commitments to be, and 

thus provide an opportunity for developing countries to participate in the mitigation of 

climate change in a manner commensurate with their respective responsibilities and 

capabilities. 

• As part of the Kyoto agreement, in addition to'establishing legally binding commitments 

for developed countries and creating a flexible implementation structure, the U.S. proposal 

specifies three elements which would apply to developing countries: 

(1) 4.1: We call on all Parties to advance the implementation of their commitments under 

Article 4.1; 

(2) Annex B: We create a new category of countries which would voluntarily undertake 

quantified emission limitations; and 

(3) Evolution: We call for a new negotiation to develop quantified targets that would 

apply to all countries. 



The U.S. Proposal in Greater Detail 

• In light of the enormous concern over the importance of establishing a global solution to 
this problem, we are now seeking to be more explicit about each of these elements. 

• (1) 4.1 -- Under advancing the implementation of existing commitments under the 
Convention, and as we clarified at the August negotiating session in Bonn, we propose 
that Parties: 

• develop legal and institutional frameworks; 

• facilitate investment in climate-friendly technologies; 

• increase energy efficiency and emphasizing market oriented pricing; 

• increase the use of renewable energies; 

• make improvements in the transport sector; 

• improve efficiencies in industrial production processes; 

• promote the development and sustainable management of sinks and reservoirs; 

• improve integration of climate change considerations into agriculture; 

• remove obstacles to the limitation of greenhouse gas emissions and to the 
enhancement of sinks [e.g., subsidies]; 

• establish energy sector privatization plans; 

• establish appropriate energy regulatory structure; and 

• take actions to address climate change that are justified economically in their own 
right and can also help in solving other environmental problems. 

• (2) Annex B -- While we believe that Parties voluntarily undertaking commitments should 
have some flexibility with respect to the stringency of their obligations, we recognize that 
some countries are either more capable of action (because of their national wealth), or 
must act for the global good to prevent global warming (because of the level of their gross 
national emissions). Thus we are more specifically defining what we mean by Annex B. 

• We propose that countries that are responsible for a significant portion of the global 
emissions (e.g., that emit more than 1/2  of 1 percent of the global total) or that have the 
capacity to help the international community in its quest for remedial action (e.g., that 
have per capita incomes higher than the average of the existing countries in the developed 
world) be strongly urged to take on such obligations as part of the next step agreed in 
Kyoto. 

• (3) Evolution -- Noting the urgency for creating a regime in which all countries are full 

partners in a global response, we call for the new negotiation to conclude by the year 

2000; this date replaces the bracketed date of 2005 in the earlier U.S. proposal. 

• 



• The outcome of that negotiation should establish quantified commitments for all countries, 
and establish a mechanism for automatic application of progressive greenhouse gas 
emissions obligations to Parties, based upon agreed criteria. 

• Further, in an elaboration of our earlier statement related to the timing of U. S. ratification, 
we would Iink the successful conclusion of this next negotiation with our own ratification 
of the Kyoto agreement; we would not intend to submit the Kyoto agreement to our 
Senate for its advice and consent to ratification — which would be necessary for the U.S. 
to become a Party — until the next agreement was successfully completed. 

Summary 

• These proposals are not meant as a comprehensive presentation ofthe U.S. position on 
what elements we must have to adopt any agreement in Kyoto. 

• For example, it does not address issues of emissions trading, joint implementation, multi-
year budgets, a comprehensive approach (i.e., including all sources and sinks of all 
greenhouse gases), or proposals for monitoring and verification of compliance — each of 
which, like global participation in the agreement, are also critical to a successful outcome, 
and to U.S. ratification of the Kyoto agreement. . 

• Neither is this presentation meant to imply a trade-offbetween the setting of a global 
regime in which all countries participate and the level of the U.S. target. 

• We are currently engaged in a domestic review to determine the commitment we 
would take to fulfill our own obligation under the Berlin Mandate — a determination 
which is independent of the discussion on this issue. Highlights of this review include 
the President's scientific forum at the White House, a series of public events by the 
President, Vice-President, members of the Cabinet and other key Administration 
officials, and the President's White House Conference on Climate Change scheduled 
for October 6. 

• We believe that our proposal, in addition to being consistent with.both the letter and the 
spirit of the Berlin Mandate, also brings us closer to finding a global solution to a global 
problem. 

Combined with an eventual target which is realistic, achievable and equitable, we believe the 
agreement reached in Kyoto will protect both the international economy while providing 
maximum environmental benefits in addressing the problem of greenhouse gas emissions. 

, 
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State of Play: While a number of important countries have coalesced around stabilization 

at 1990 leveis by 2010 or so (i.c., U.S., Canada, Japan, Russian Federation), we havc not 

bridged the gap with the EU. The numbers from the developing countries (i.e., a 35 

percent reduction by 2020) can be dismissed as negotiating tactics. OPEC nations remain 

opposed to any agreement. 

Objective: We win need the support of key EU members (U.K, France, Germany, 

Luxembourg as holder of EU presidency) and more firm backing from Japan and thc 

Russian Federation to keep the number close to stabilization. This may entail some kind 

of compromise between U.S. and the EU that embraces realistic targcts, i.e., one much 

closer to the U.S. proposed level.  Overall, 
we would also havc to ac Imo vit 1 od g e OPEC 

(namely Saudi and Kuwaiti) concerns ovcr 
a climate change agreement, urge them to stop 

their obstructionist ways and to support the proposed U.S. emissions target as it is the 

most realistic and sensible approach. 
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2. "Evolution" 

State of Play: It is increasingly clear that we will not gct "evolutioe in the agreement 

(i.e., a commitment from developing countries to take on future quantitative emissions 

limitations). The current proposed position is a two-part approach: a decision  at 
K.yoto 

to review the adequacy of all Parties' commitments under Article 7(2)(a) of the 

Convention by a date certain, but in the case of developed countries, it would be limited 

to the sccond budgct period; and a Declaration formulated by like-minded countries 

expressing the expectation that key developing countries will join Article 10 
(ccountries' 

ombined 

with a U.S. unilateral linkage  between U.S. commitments and key developing  

clear intention to accede to Article 10). 



Obj ective: Because there are two elements, we must tailor our strategy appropriately. 

The review aspect will appeal to the EU a.s its members have been advocating an 

approach along these lines. We need to make clear to the critical EU members that the 

review will not look at the first emissions budget period and that they will nccd to push 

this concept hard to ensure future developing country comnaitments. In addition to 

selling the Declaration concept to the EU, we will also nced to convince our JUSCANZ 

partners to support this modification of our "evolution" position. For both components, 

we will have to overcome fierce developing country opposition and persuade them that 

this is the most logical and environmentally bcncficial means to address their future 

commitments. The key countries include China, lndia, and Brazil, Indonesia, Korea, 

Philippines, Thailand, Mexico, Egypt, South Africa, and Senegal. 

Recommended Actions to Achieve Objactive: EU Bilateral (including Eizenstat 

preparatory discussions); Pull-asides/bilaterals at APEC at all levels (POTUS, SecState, 

Acting A/S Kimble) with China, Indonesia, Korea, the Philippines, Thailand, Mexico as 

well as Japan, Canada, Australia, and New Zealand; Possiblc POTUS telephone call to 

President Cardoso of Braiil; Possible POTUS call to PM Gujural of India as follow up to 

SecState visit and DOC Secretary Daley visit VP telephone call to President Mubarak 

(Egypt has shown some willingness to break  away 
from other Arab states); VP telephone 

call to Vice President Mbeki; Wirth telephone call to appropriate Thai official; and OES 

DAS Pornerance telephone call to Senegalcse ncgotiator (plays somewhat prominent role 

in negotiations). 

3. Article 10 ('Graduation") 

State of Play: We may have enough support from different quarters to retain Article 10 in 

the agreement (Article 10 encapsulates the "graduation" concept of a threshold that once 

passed, developing countries should take on quantitative commitments). The kcy will be 

whether we can get near term Article 10 "candidatee such as Mexico, Korea, and 

Singapore and some wealthier Caribbean nations not only to support its inclusion but 

more importantly, indicate that they will take on future commitments through it. Wc also 

nccd support from longer term prospects such as China, Israel, Thailand, Chile and 

Argentin& Other critical developing countries will also need to allow it to go forward 

(the whole article is bracketed to show  the 
G-77/China's opposition) 
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Recommended Actions to Achieve Objective: Pull-asides/bilaterals at APEC at a
d
ll levels

and 
(POTUS, SecState, Acting A/S Kimble) with Mexico,  Korea,  Singapore, 

Thailan 

Chile as well as with China, Indonesia, and the Philippi4s; Possible POTTJS calls to 



President Cardoso and PM Gujural; DOC Secretary Daley visit to India; Summers 

telephone call to appropriate Korean official; Wirth telephone call to appropriate Thai 

official; DAS Pomerance telephone call or lunch with Trinidad and Tobago and the 

Bahamas; DAS Pomerance to call in Israeli Embassy official to Department and 

telephone call to appropriate Israeli official; Bilateral with the EU (including Eizenstat 

preparatory discussions); Possible tclcphone calls (POTUS, VP, Summers, Wirth) to U.K, 

Germany, France, Luxembourg and Italy; Pull-asides/bilaterals at APEC at all levels 

(POTUS, SecState, Acting AJS Kimble) with Japan, Auctralia, Canada, and New 

Zealand. 

4. Emissions Trading 

State of Play: The odds of gctting emissions trading in the agreement are favorable, 

although the EU is still holding its inclusion hostage to progress on the Bubble. There is 

also considerable opposition among developing countries, but that may be largely pre-

Kyoto posturing/positioning. We are still trying to equate emissions trading with 

burdensharing under the Bubble (although it is unclear whether thc "horsetrade of 

emissions trading for the Bubble is the best deal). In addition, we're emphasizing the 

incentives of an emissions trading system for those contemplating Article 10 status. 

Objective: We need to secure etnissions trading at the least possible cost in  terms of 

other negotiating "chips'.  with both the EU and developing countries. We must work to 

convince the EU and others that emissions trading is in all Parties' best interest in terms 

of its cost-effectiveness and environmental benefits. We can also appeal to Saudi Arabia 

and Kuwait in stressing that as mitigation costs are reduced. other "impacts." are 

diminished as well. 
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5. Joint Implementation 

State of Play: Joint implementation is vcry much up in the air. It is clear that it will be 

nearly impossible to get JI in thc format originally conceived. Much hinges on the 

ongoing talks with Brazil as to whether some hybrid of the U.S. approach and the 

Brazilian "Clean Development Fund" emerges from bilateral discussions. If we are to go 

down thc road of some centralized pool of JI credits (or competing regional pools), we 

will need to launch an intensive effort to sell this new approach, even among our few 



friends on this issue. However, it may still prove to bc impossible to obtain a decision 

on the credit issue before the end of the JI pilot phase (EU favors waiting). 

Objective: We need to have some form of JI that our industry and NGO stakeholders will 

find acceptable. In order to secure support from key developing countries, we will have 

to overcome long-standing opposition in most cases. The hope is that a new formulation 

of JI along Brazilian lines will achieve that goal. 
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Summary of Action 

1. Presidential. Action 

• Pull-aside/bilateral at APEC with Jiang Zemin 

• Pull-aside/bilateral at APEC with President RaITIOS 

• Pull-aside/bilateral at APEC with President of Korea 

PU]].a9iddbUate 2tNECWthPrSidCtOfSBaPO 

• Pull-aside/bilateral at APEC with Presidcnt Frei of Chile 

• pull-aside/bilateral at APEC with President Soeharto of Indonesia 

BDateWiBCEUOPMOfLObOU,P1dtOSEUPCaCOi99iOnad 

Sir Leon Brittain) 

• Possible Telephone call to PM Gujural of India as follow up to SeeState visit 

• Possible telcphone call to President Cardoso 

• Possible telephone calls to President Kohl, PM Blair, and the PM of Luxembourg 

ZvixPOSid=tNA00 

• Telephone call to President Mubarak 

. Telephone call to Vice President Mbeki 

• Telephone call to French PM Jospain 

POSb10teIePhmOCatOB SPMCeOYTd 
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3. Secretary of State Action 

• Bilateral with Indian Prime Minister 
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• Telephone call to either Kuwait PM and Crown Prince Shaykh Saad Al-Abdallah 

AI-Sabah or FM and First Deputy PM Shaykh Sabah Al-Ahmad Al-Sabah 

4. Action by Commerce Secretary Daley 

• Visit to India, Dmember 6-12 

5. Action by WS wirth 

• Telephone call to Italian Deputy FM 

TelePhODeCatOSWOdi9 DOPUtY 

• Telephone call to appropriate Thai official 

6. Action by U/S Eizenstat 

PatONdiSCUSSiO S05ErJOECi 

7. Action by Treasury WS Larry Summers 

• Telephone call to appropriate Korean official 

• Telephone call to appropriate Brazilian official 

• Telephone call to appropriate Singapore official 

TelePbOaeCatOa ateGC OC 

8. Action by Acting A/S Kimble, and DAS pomerance 

• Various APEC discussions - Kimble 
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• Call in Israeli Embassy official to Department and telephone call to appropriate Israeli 

official - Pomerance 

• Telephone call to Senegalese negotiator, Bakary Kante - Pomerancc 

• Lunch in New York - Pomerance c yr elephone calls to appropriate Bahamanian and 

Trinidad and Tobagan officials 

Other opportunities 
• Visit of President Nazarbayev of Ir.azalthstan (Depšec to meet with him — points 

provided to desk), November 17-19 

• Visit of Prosident Konare of Mali, November 19 

Otherpossible countries 
• Venezuela 
• Argentina 
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Issues for _Kesolution 

Tarqets  

o can we move on our target in real terms (with respect to 
the number of tons and/or timeframe)? 

o Can we move on our target in optical terms,  

- by changing baseyear to 1995? 

- ̂  by dropping some or all sinks or modifying how we 
count them? 

_ _ by moving from 6 to 3 gaaes in the first budget period 
(with all nix covered in the next period)? (if 50, it 
would be harder to "reduce" further in the second 
budget period)(if so, could we accept policies and 
measures on the other three? ) 

o Can we support differentiation, e.g., 

_- by allowing choice of baseyears (1990/1995)? 

_ _ hy accepting the Japanese formula-based model (which 
allows targets between stabilization and 5* reduction)? 

by allowing each country to decide its own target? 

o What should we do about a šenond budget period in the 
protocol (noting relevance to developing country issue)? 

not include anything 

-- include targets for the second budget period 

include timeframe of second budget period (and 
possibly that there will be a "reduction") but leave 
the negotiation of actual targets until later 

EmissionS Trading 

o Could we accept having the existence of trading depend upon 
a future decision of the parties regarding modalities, stc.? 

o Could we accept that domestic measures (as opposed to 
trading) must be the "main" means of meeting targets? Any 
other limits, e,g., a certain percentage? 

gOint Implementatignwith Developing countries  

o Could we accept having the existence of JI with credit 
depend upon the decision of the Parties after the end of 
the pilot phase in 2000? 

o Could we accept that domestic measures (as opposed to al) 
must be the "main" means of meeting targets? Any other 
limita, e,g., a certain percentage? 
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o Could we accept the hybrid JI/Brazil concept that we have 
floated informally? 

o Even if we dropped certain sinks for our target, would we 
still need sink projects to be allowed under JT? 

Developing Countries 

o What happens if we cannot get an article tladvancing 
implementation of existing commitments" that actually 
advances anything? what if it actually goes backwards? 

o Can we abandon "evolution" (i.e.,  a procedural commitment 
now to negotiate commitments later) and move instead to! 

Article 10 (voluntary opt-in), coupled with U.S. 
linkage between first budget period commitments and 
intent by key countries to join Article 10; and 

a "review of commitments," as already envisioned under 
Article 7(2)(a) of the Convention, which does not 
specifically say that such review will lead to 
negotiation of commitments? 

Entxy into Force 

o Should U.S. ratification be required £or entry into force? 

o Should developing country ratifications be required for 
entry into force? 

Additional Issues  

o Russian tons: What can we give Russia concerning its 
ability La sell "hot air" that it has accumulated before 
the first budget period? 

o Policies and Measures: Can we ultimately agree to a few 
mandatory policies and measures, provided they are benign 
(ouch as energy efficiency) and are not subject to 
mandatory coordination? 

o National Security: What do we do if our proposal for a 
decision of the parties does not succeed? 

o "Compensation": Beyond having the parties periodically 
review implementation of the protocol in, terms of itnpacts 
on other parties, is anything related to compensating OPEC 
countrics for economic impacts flowing from our measures to 
meet our target totally unacceptable? 

o Banking/Uorrowing: Do we need to insist on retaining 
banking (i.e., the ability to carry over to the next budget 
period any underages) and/or borrowing (i.e., the ability 
to legally borrow a limited amount from the next budget 
period, to be paid back with a penalty)? 



Agenda 
November 20 Working Group Meeting on Climate Change 

2:00 p.m. 

I. peveloping Countries 

-- What we get for moving off evolution 
-- Timing of ratification statement 

II. Hybrid JI -- Update 

M. Process Outcome 
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OUTCOMES IN KYOTO 
11/18/97 dra£t #2 

I. Full Success 

• All elements of the US proposal are accepted, or we are prepared to accept modifications to our 

current demands sufficient to ensure an agreement in Kyoto: 

— provisions on JI 

— emissions trading 

— stabilization target set between 2008-12 

— participation of developing countries through Article 10 — including some 

announcements by key countries that they will accept targets, and adequate provisions in 

Article 12 and 13 (on advancing the implementation of Article 4.1) 

• No action is needed post-Kyoto except to follow up on operanonalizing agreement 

1.1. Ark agreement is reached that is unacceptable to the U.S., but broadly accepted internationally 

• Key elements of the US proposal are rejected or rnodified too extensively to prove acceptable: 

— provisions on JI: e.g., agreement excludes entirely or delays decision until after the pilot 

phase is completed 

— emissions trading! e.g., agreement allows additional (and possibly constraining) rules to 

be developed; allows only limited amount to be counted toward budget 

— target: agreement calls for budget period to begin before 2008 or sets a more ambitious 

target than stabilization 

— developing countries; Article 10 is not incorporated into agreement; additional 

pernicious language is added to Article 13 (on financial assistance to developing 

countries); Article 12 is too weak and does not actually "advance the implementation" of 

developing country commitments. 

• Due to such modifications, the U.S. and a few others would not be able to accept the agrccment 

in Kyoto — but most other countries could; 

— Within IUSCANZ, Australia is likely to be unable to accept any legally binding 

agreement, as is OPEC, but Japan, Canada, Norway, New Zealand, Switzerland and 

Iceland may all able to accept what is essentially a constiained Annex 1 obligation with 

no developing country commitments. 
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— Other Annex I countries, in particular Russia and Eastern Europe, will be able to accept 

any agreement provided it allows them to grow to at least their 1990 levels — and offers 

them solile compensation in the form of emissions trading to sell excess tons. 

- Developing countries will be able to accept the agreement provided it does not rcquirc 

action on their part. 

• We have two choices: (1) block consensus (and either walk away or seelc to continue the process 

beyond Kyoto), or (2) not block adoption of the agreement, but work outside of the agreement to 

make A more acceptable. Thc following points outline a course of action should we not choose to 

block adoption in Kyoto. 

— If the agreement is problematic because JI does not succeed, we rnay be able to ratify 

once the AIJ pilot phase has been completed, and 11 becomes a ful
nvention even if
ly allowable actiwe 

do 
on 

under the FCCC itself. Given that we will rcmain Party to the Co 

not become Party to the protocol,  we may be  aggressive in pushing for YI in that forum. 

_ If thc agreement is problematic because of developing countries (e.g., Article 10 is not 

accepted, or provisions in Article 12 or 13 are egregious), we may work bilaterally with 

key developing countries to bring thern to take commitments on action. Wc may also 

seek to use the second review of adequacy (called for in Article 7(2)(a) of the FCCC to 

consider next steps for developing countries. Either action will be difficult if not 

impossible unless we have takcn unilateral action to reduce emissions, and to 

demonstrate our good faith efforts to address the climate  change 
problem, 

— If the agreement is problernatic because the target is too aggressive (e.g., the period 

begins too soon or is set at too ambitious a level), we may have little recourse with 

respect to revising the agreement. However, we will need to rapidly move to implement 

policies and measures to reduce our emissions domestically so that any next step (e.g., in 

a later budget period or negotiated through a follow-on agreement) is still within our 

reach. 

III. An agreement is reached that is unacceptable to the U.S. and a significant group of other countries 

• As with Alternative 11 above, key elements of the US proposal are rejected or modified too 

extensively to prove acceptable. Given that we currently havc the hardest line on developing 
that 

countries (with few others supporting proposals as aggressive as ours), this option assumes  

the key provisions in which othcr countries would join us in considering unacceptable will be 

related to flexibility or the level of the target. 

• Lilce-minded countries can be expected to include Australia, Canada and Russia, as well as OPEC 

and possibly japan (although Japan will be significantly constrained by its role as Kyoto host) 

.... If the agreement is not acceptablc because the target is too aggressive, we may seek a 

declaration of intent with the group of like-minded coimtries toward an alternative target 

(either through the development of an alternative multilateral agreement, or through 

agreement to take "common" unilateral targets); this could allow us to maintain our 

stabilization goal, and would likely bring in Russia, Canada and Japan — although 

probably not Australia. 

2 
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- If the agreement is problematic with respect to flexibility, we may have fewer supporters 

(i.e., possibly Russia, Canada, Australia and New Zealand but probably not Japan) we 

may seek: 

(1) to create a bubble including this group of like-minded countries in lieu of emissions 

trading (thus taking advantage of Russia's tons); or 

(2) to work with key developing countries to insure that JI and trading become a 

fundamental part of any subsequent budget period under the protocol. 

IV. Process Outcomes 

. Proposing to continue to work on the agreement post-Kyoto: 

- It will be extremely difficult (if not impossible) to change the terms of the Berlin Mandate 

during any extension of the negotiations. Thus, if the reason for opposing agreement in 

Kyoto is inadequate response on the developing country front, wc may not find a formal 

extension uscful. However, if we are close to agreement on most issues, and only need 

slightly more time to resolve outstuiding technical questions (e.g., on gases or sinks, or even 

on emissions trading or 11), the extension may be valuable. 

— Note that during this period, we will need to establish meetings (currently unplanned beyond 

the two weeks of sessions of the FCCC subsidiary bodies for Spring/Summer 1998 and COP-

4 in late Fall/Winter 1998). Delay will also providc timc for "naysayere to work to void 

areas where agreement has bccn achieved. 

— Such an outcome will be something of a "black eye" for Japan; efforts at the highest levels, 

including both the President, and possibly the Vice President (during his COP-3 attendance?) 

will be required to convince Japan this is a better outcome than full failure in Kyoto. 

• Proposing to block consensus in Kyoto: 

— Theoretically, any individual country can block consensus in Kyoto; Rules of Procedure 

(which would allow for a vote to decide substantive issues) have not yet been adopted. 

While we have been unwilling to raise too many procedural objections to the chairman's 

handling of the meetings, we have been reluctant to force the consensus issue too far — as the 

OPEC group, which is opposed to any agreement in Kyoto, could then use the procedure to 

block any agreement. 

— IIowevcr, given that OPEC will likely join any effort to hlock agreement in Kyoto (as will 

Australia), we are unlikely to ever be a minority of one. We will thus be faced with a 

question of whether we want to block any agreement — or whether we are willing to let the 

agreement proceed without us. 

3 
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— Note that blocking an agreement (particularly one that might be acceptable to most other countries) would create significant difficulties for Japan as host. Thus, should we choose to block consensus, we will want to have a clear strategy for dealing with the international pressure that will follow — including from host country Japan, as well as from the EU, and even most developing countries. This could include: 

(1) an announcement of a domestic policy we intend to take independent of any agreement in Kyoto; and/or, 

(2) announcing an effort to work bilaterally with key countries (developed and developing) to design a longer term strategy; and/or 

(3) an announcement to create an alternative international process (e.g., creating something like a "climate change security council" to bring in the key developed and developing countries to plan global programs to reduce long-term emissions, perhaps including the U.S., Japan, the EU, China, India and Brazil). This would require some time to arrange, and likely could not be done at Kyoto but only in the post-Kyoto timeframe; and/or, 

(4) calling for a new mandate (e.g., either in or st-kyoto) hat would focus on areas we believe  are critical — including  not po only a target,t but also on flexibilithety and on developing country actions. This would be difficult to achieve in Kyoto for all the reasons outlined in the developing country paper, but might be a welcome step at a future date (e.g., in the SBI meeting in summer 1997, or at COP-4). We may even wish to host a meeting to set a new agenda — either for this option or for option (3) above. 

• Depending on why the agreement is stalled, we may want to consider promoting an amendment instead of a protocol in Kyoto: 

— While the rules of procedure have not been adopted (and therefore a consensus would be required to adopt a protocol), if an amendment is the instrument of choice, it could be adopted by 3/4  of the Parties present and voting (currently, with the 160 Parties to the Convention, this would mean that an instrument could be adopted by 120 countries). This could have the principal advantage of not allowing the OPEC countries to block an agreement with which they disagreed. 

— However, an amendment may also be used by countries not wishing to allow the US to block an agreement with which we disagree. Thus, this may become the procedural mechanism through which our interest in blocking any agreement may be thwarted. 

4 
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Policies and Measures  

Issues 

o There are three major issues: 

whether a list of policies/measures should be 
non-existent, voluntary, or mandatory; 

- _ whether there should be any requirement to Participate 
in a process to "coordinate" policies/measures, even 
if the resulting policy/measure is not binding; and 

how to handle the G-77 demand for policies/measures 
not to have adverse environmental (AOSIS) or economic 
(OPEC) impacts on developing countries; this is linked 
to the "compensation" issue. 

Proposed Positions 

As to the first issue, it is unlikely that we can prevail 
on having no list of policies/measures at all. As such, we 
should seek a voluntary list (with appropriate changes made 
to the list), falling back, if necessary, to a mandatory 
list consisting of the first four policies/measures in 
Alternative A. 

o As to the second issue, we should not support a mandatory 
process for "coordinating" policies/measures, even if the 
result is not binding. There are numerous reasons why a 
policy/measure might not be amenable to coordination under 
the Protocol (e.q., because it was not amenable to 
coordination at all, because it was not amenable to 
coordination by Annex I countries alone, because it should 
be handled by an organization outside the Protocol). Any 
formulation of a requirement to participate would need to 
leave us the flexibility not to participate if we did not 
think it appropriate. 

o As to the third issue, we cannot support any call for 
"compensation" to developing countries for either 
environmental or economic damage. We could, however, 
support reviewing (e.g., as part of the general review of 
implementation of the Protocol) the impacts that the 
implementation of Annex I commitments are having on other 
Parties. 
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Reservations  

o The draft protocol currently contains a "no reservations" 
clause. 

o A footnote makes clear that a country, namely us, objected 
to the clause. 

o In the absence of a "no reservations" clause, the rules 
governing reservations would be those found in the Vienna 
Convention on the Law of Treaties, which reflects customary 
international law in this area: 

In essence, a State would be able to make a 
reservation, unless it were "incompatible with the 
object and purpose of the treaty." 

o Since the 1992 Framework Convention on Climate Change, 
which contains a "no reservations" clause, the Senate has - 
become increasingly concerned about such clauses, which it 
believes impinge on its Constitutional prerogatives 
regarding advice and consent. 

Most recently, in the resolution approving the 
Chemical Weapons Convention, the Senate expressed its 
(non-binding) view that the Executive Branch should 
not negotiate treaties with "no reservations" clauses. 

o As noted above, there is no international support for 
deleting the "no reservations" clause in the protocol: 

Most countries do not have a separation of powers 
issue. 

Most countries suspect our motives for wanting to 
allow -- in addition to all our other proposals for 

-- the ability to make reservations. 

o We are left with three options: 

Oppose the protocol because it contains a "no 
reservations" clause. 

Continue to oppose the "no reservations" clause (to 
show the Senate that we tried), but ultimately live 
with it. 

Seek to negotiate a limited "no reservations" clause 
that would permit reservations to be made to certain 
articles (presumably not including the target). 

• 
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o In terms of the relative merits of the last two options, it 
needs to be considered: 

- _ whether we would support opening the door to 
reservations from other countries; 

-- whether the Senate would view the ability to make 
limited reservations (but not to the target) to be any 
more valuable than a complete prohibition on 
reservations; arguably, a reservation to the target 
would be incompatible with the object and purpose of 
the protocol in any event. 

o The question has been raised whether it might be possible 
to deal, through reservations, with the developing country 
linkage and/or the national security issue. 

Developing Countries  
• 

o Concerning the developing country linkage, it has been 
suggested that the United States might seek to link 
fulfilment of its commitment with daveloping country action 
through a reservation. 

o Even assuming that we were to pursue the limited "no 
reservations" approach, it is highly unlikely that 
reservations would be permitted to Article 3 (the target). 

o Indeed, even if the "no reservations" clause were deleted 
entirely, linking our commitment to developing country 
action would be unlikely to be consistent with the 
requirement that reservations not be incompatible with the 
object and purpose of the treaty. 

o The only way to allow for a reservation along the lines 
above would pbe to specifically provide in the Protocol that 
reservations could be taken for that purpose. It is 
unlikely that such a clause could be negotiated, given that 
setting up developing country action as a precondition for 
fulfilment of the Annex I obligation goes beyond even our 
"evolution" proposal. 

National Security 

o It has been suggested that the United States might seek to 
deal with the national security issue through a reservation. 
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Developinq Country Options  

Proposal  

o There would be two key components: 

In terms of the first budget period, the Executive 
Branch would unilaterally link U.S. commitments to key 
developing countries' making clear their intent to 
join Article 10. . 

In terms of the second budget period, there would be a 
decision in Kyoto to review the adequacy of 
commitments under Article 7(2)(a) of the Convention by 
a date certain; the review of adequacy for Annex I 
countries would focus on the second budget period and 
not re-open the first budget period obligations. 

o In addition, it would be desirable, particularly for 
domestic reasons, to seek a Declaration among like-minded 
countries in Kyoto expressing the expectation that key 
developing countries will join Article 10. 

Discussion • 

o This discussion is premised on three assumptions: 

commitments under Article 4.1 of the Convention" is 
satisfadtory; (the developing countries are currently 
seeking text that goes backwards from the Convention); 

that the Protocol would contain an Article 10 (i.e., 
voluntary commitments); and 

-- that the Protocol would not contain an article on 
"evolution." 

, 
o The question is what else, if anything, do we need. 

o As a matter of substance, an issue is whether- the • 

developing country action is linked to U.S. commitments for 
the first budget period, second budget period, or both. 

o In terms of process, options fall into three basic 
categories: 

unilateral options; 

multilateral options that require the agreement of all 
parties; and 

multilateral options that do not require the agreement 
of all parties. 

that the protocol's article "advancing existing 
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o A unilateral option could also be combined with one of the 
multilateral options. 

Unilateral Options  

o An example of a unilateral option would be for the 
Executive Branch to state that the U.S. would not take on 
legally binding obligations until key developing countries 
had made clear their intent to join Article 10. .(Note that 
the U.S. could sign earlier; we just would not submit the 
protocol to the Senate.) 

o Advantages of unilateral options are that: 

they are the easiest to achieve, in that they do not 
require the concurrence of any other country; 

-- they are the most flexible, in that the Executive 
Branch can judge when the linkage has been met (e.g., 
in the above example, which countries are "key"). 

o The potential disadvantage is that there is no agreed 
document to show that developing countries intend to move 
in this direction or even that other developed countries 
agree with our linkage/expectation. 

Multilateral Options Reauiring Consensus  

o An example of such an option is a decision of the Parties 
at Kyoto, which would require consensus. 

o A decision could establish a mandate for future 
negotiations: 

a bland "mandate" could call for negotiations by a 
date certain, without specifying what kind of 
commitments we are seeking from developing countries; 

a specific "mandate" could call for negotiations by a 
date certain and also specifies the kind, and date for 
implementation, of commitments we are seeking (e.g., 
legally binding emissions targets) and from which 
countries we are seeking them (e.g., countries with 
certain percentage of global emissions). 

o Alternatively, a decision could more generally call for a 
review of adequacy of commitments, without actually saying 
that negotiations on developing country commitments would 
follow from such a review. 

The latest EU approach is a decision in Kyoto to 
review the adequacy of commitments under Article 
7(2)(a) of the Convention by a date certain. 
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o Although there are theoretical advantages to a consensus 
document, it is extremely unlikely that anything that could 
be agreed to by all parties would be worth much. It might 
even be harmful: 

Developing countries would likely seek to load up any 
mandate with all kinds of elements unacceptable to us 
(e.q., additional Annex I commitments, financial and 
technology transfer requirements). 

-- Even a decision limited to a "review of adequacy" 
could come back to haunt us; unless it specifically 
provided otherwise, it could be open-ended enough to 
include renegotiation of our first budget period 
commitment. 

o Further, even if we were to achieve a consensus agreement 
on a future process, that document in and of itself would 
not create the kind of linkage that the President set up. 
(In other words, establishing a future negotiating process 
does not necessarily mean that Annex I Parties will not 
implement their Kyoto commitments until that process has 
taken place.)  

Multilateral Options Not Requiring Consensus 

o An example of such an option would be a "Declaration" among 
like-minded countries at Kyoto expressing the expectation 
that key developing countries will join Article 10. 

o An advantage of such an option is that, while the 
international document would not reflect the agreement of 
the countries at issue, it could show some international 
backing for whatever our domestic linkage is. 

Other 

o It has also 'been suggested that the United States might 
seek to link fulfilment of its commitment with developing 
country action through a reservation. 

o The text currently contains a "no reservations" clause. 
Although the U.S. has opposed this clause (due to 
escalating Senate concerns about such clauses, which the 
Senate believes infringe on its Constitutional 
prerogatives), no other country supports deletion of the 
clause. 
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o Even if the clause were deleted, customary international 
law, as reflected in the Vienna Convention on the Law of 
Treaties, would limit permissible reservations to those 
that do not defeat the object and purpose of the treaty; a 
reservation along the lines above would go to the very 
heart of the treaty. 

o The only way to allow for a reservation along the lines 
above would be to specifically provide in the Protocol that 
reservations could be taken for that purpose. It is 
unlikely that such a clause could be negotiated, given that 
setting up developing country action as a precondition for 
fulfilment of the Annex I obligation goes beyond even our 
"evolution" proposal. 

o A different approach might be to link the second 
budget period commitment with action by developing 
countries. For example, the Protocol itself could include 
a provision such as: 

"The second budget period shall, be from 2013 to 2017. 
The Parties shall decide, through an amendment, on 
their emissions budgets for that period, taking into 
account the extent to which non-Annex I countries 
[have taken][have committed to] actions to limit 
greenhouse gas emissions." 
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Entry Into Force 

Proposal  

o Structure entry into force trigger so that: 

-- U.S. ratification is not a precondition; 

ratifications of some developing countries is a 
precondition. 

• 

o The exact percentage of global greenhouse gas emissions 
that should be required for entry into force will be 
addressed separately. 

Discussion 

o Most countries have indicated support for an entry into 
force clause that requires not only a specific number of - 
countries to have ratified, but a certain level/percentage 
of emissions as well. 

o In our January draft protocol, we su,pported the notion of a 
"weighted" entry into force clause, without specifying what 
the trigger would be. 

o Two issues have arisen in connection with the emissions 
trigger: 

- whether U.S. ratification should be a precondition for 
entry into force; 

-- whether developing country ratifications should be a 
precondition for entry into force. 

U.S. Ratification 

o In Bonn, it became apparent that some countries (such as 
Japan, Canada, and Australia) believe that the trigger 
should be crafted so as to require U.S. ratification before 
the protocol could enter into force; other countries (such 
as Switzerland and likely the EU) disagree. 

o We therefore need a position on whether U.S. ratification 
should be a precondition to entry into force. 

o If U.S. ratification were required: 

-- a disadvantage is that the Senate would be able to 
hold up the entire agreement, not just U.S. 
participation; 
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-- an advantage is that implementation of the agreement, 
including decision-making, could not begin without us 
(contrast the Biodiversity Convention); 

an advantage or disadvantage, depending on one's point 
of view, is that there would likely be substantial 
international pressure on the United States to ratify. 

Developing Country Ratification 

o When we proposed our "evolution" article, we contemplated 
an entry into force clause that would require a certain 
level of developing country ratifications (e.g., China, 
India) for entry into force; that way, such countries would 
be bound to the evolution obligation at the same time that 
we were bound to take on our emissions obligation. 

o It now appears that the evolution article will not be in 
the protocol. 

o As such, it could argued that it is not helpful to include 
developing countries in the entry into force trigger --
their ratification would not commit them to anything beyond 
"advancing existing commitments;" however, they could 
potentially block entry into force of the agreement. 

o On the other hand, from an optical point of view, carving 
developing countries out of the entry into force clause 
could make the protocol look like an "Annex I only" 
agreement; this would not be helpful domestically. 
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Entry Into Force  

Proposal  

o Structure entry into force trigger so that: 

- U.S. ratification is not a precondition; 

ratifications of some developing countries is a 
precondition. 

o The exact percentage of global greenhouse gas emissions 
that should be required for entry into force will be 
addressed separately. 

Discussion 

o Most countries have indicated support for an entry into 
force clause that requires not only a specific number of 
countries to have ratified, but a certain level/percentage 
of emissions as well. 

o In our January draft protocol, we stApported the notion of a 
"weighted" entry into force clause, without specifying what 
the trigger would be. 

o Two issues have arisen in connection with the emissions 
trigger: 

whether U.S. ratification should be a precondition for 
entry into force; 

whether developing country ratifications should be a 
precondition for entry into force. 

U.S. Ratification 

o In Bonn, it became apparent that some countries (such as 
Japan, Canada, and Australia) believe that the trigger 
should be crafted so as to require U.S. ratification before 
the protocol could enter into force; other countries (such 
as Switzerland and likely the EU) disagree. 

o We therefore need a position on whether U.S. ratification 
should be a precondition to entry into force. 

o If U.S. ratification were required: 

a disadvantage is that the Senate would be able to 
hold up the entire agreement, not just U.S. 
participation; 
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an advantage is that implementation of the agreement, 
including decision-making, could not begin without us 
(contrast the Biodiversity Convention); 

an advantage or disadvantage, depending on one's point 
of view, is that there would likely be substantial 
international pressure on the United States to ratify. 

Developing Country Ratification 

o When we proposed our "evolution" article, we contemplated 
an entry into force clause that would require a certain 
level of developing country ratifications (e.g., China, 
India) for entry into force; that way, such countries would 
be bound to the evolution obligation at the same time that 
we were bound to take on our emissions obligation. 

o It now appears that the evolution article will not be in _ 
the protocol. 

o As such, it could argued that it is not helpful to include 
developing countries in the entry into force trigger --
their ratification would not commit them to anything beyond 
"advancing existing commitments;" however, they could 
potentially block entry into force of the agreement. 

o On the other hand, from an optical point of view, carving 
developing countries out of the entry into force clause 
could make the protocol look like an "Annex I only" 
agreement; this would not be helpful domestically. 

- _ 

-- 



Draft #5 

Developing Country Options  

Proposal  

o There would be two key components: 

In terms of the first budget period, the Executive 
Branch would unilaterally link U.S. commitments to key 
developing countries' making clear their intent to 
join Article 10. 

In terms of the second budget period, there would be a 
decision in Kyoto to review the adequacy of 
commitments under Article 7(2)(a) of the Convention by 
a date certain; the review of adequacy for Annex I 
countries would focus on the second budget period and 
not re-open the first budget period obligations. 

• 

o In addition, it would be desirable, particularly for 
domestic reasons, to seek a Declaration among like-minded 
countries in Kyoto expressing the expectation that key 
developing countries will join Article 10. 

Discussion • 

o This discussion is premised on three assumptions: 

that the protocol's article "advancing existing 
commitments under Article 4.1 of the Convention" is 
satisfactory; (the developing countries are currently 
seeking text that goes backwards from the Convention); 

-- that the Protocol would contain an Article 10 (i.e., 
voluntary commitments); and 

that the Protocol would not contain an article on 
"evolution." 

o The question is what else, if anything, do we need. 

o As a matter of substance, an issue is whether- the 
developing country action is linked to U.S. commitments for 
the first budget period, second budget period, or both. 

o In terms of process, options fall into three basic 
categories: 

_ - unilateral options; 

multilateral options that require the agreement of all 
parties; and 

_ - multilateral options that do not require the agreement 
of all parties. 
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o A unilateral option could also be combined with one of the 
multilateral options. 

Unilateral Options  

o An example of a unilateral option would be for the 
Executive Branch to state that the U.S. would not take on 
legally binding obligations until key developing countries 
had made clear their intent to join Article 10. (Note that 
the U.S. could sign earlier; we just would not submit the 
protocol to the Senate.) 

o Advantages of unilateral options are that: 

they are the easiest to achieve, in that they do not 
require the concurrence of any other country; 

they are the most flexible, in that the Executive 
Branch can judge when the linkage has been met (g,g,, - 
in the above example, which countries are "key"). 

o The potential disadvantage is that there is no agreed 
document to show that developing countries intend to move 
in this direction or even that other developed countries 
agree with our linkage/expectation. 

Multilateral Options Requiring Consensus 

o An example of such an option is a decision of the Parties 
at Kyoto, which would require consensus. 

• 

o A decision could establish a mandate for future 
negotiations: 

a bland "mandate" could call for negotiations by a 
date certain, without specifying what kind of 
commitments we are seeking from developing countries; 

-- a specific "mandate" could call for negotiations by a 
date certain and also specifies the kind, and date for 
implementation, of commitments we are seeking (e.g., 
legally binding emissions targets) and from which 
countries we are seeking them (e.g., countries with 
certain percentage of global emissions). 

o Alternatively, a decision could more generally call for a 
review of adequacy of commitments, without actually saying 
that negotiations on developing country commitments would 
follow from such a review. 

The latest EU approach is a decision in Kyoto to 
review the adequacy of commitments under Article 
7(2)(a) of the Convention by a date certain. 
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o Although there are theoretical advantages to a consensus 
document, it is extremely unlikely that anything that could be agreed to by all parties would be worth much. It might even be harmful: 

Developing countries would likely seek to load up any 
mandate with all kinds of elements unacceptable to us 
(e.g., additional Annex I commitments, financial and 
technology transfer requirements). 

Even a decision limited to a "review of adequacy" 
could come back to haunt us; unless it specifically 
provided otherwise, it could be open-ended enough to 
include renegotiation of our first budget period 
commitment. 

o Further, even if we were to achieve a consensus agreement 
on a future process, that document in and of itself would 
not create the kind of linkage that the President set up. 
(In other words, establishing a future negotiating process 
does not necessarily mean that Annex I Parties will not 
implement their Kyoto commitments until that process has 
taken place.) . 

Multilateral Options Not Requiring Consensus 

o An example of such an option would be a "Declaration" among 
like-minded countries at Kyoto expressing the expectation 
that key developing countries will join Article 10. 

o An advantage of such an option is that, while the 
international document would not reflect the agreement of 
the countries at issue, it could show some international 
backing for whatever our domestic linkage is. 

Other 

o It has also 'been suggested that the United States might 
seek to link fulfilment of its commitment with developing 
country action through a reservation. 

o The text currently contains a "no reservations" clause. 
Although the U.S. has opposed this clause (due to 
escalating Senate concerns about such clauses, which the 
Senate believes infringe on its Constitutional 
prerogatives), no other country supports deletion of the 
clause. 
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o Even if the clause were deleted, customary international 
law, as reflected in the Vienna Convention on the Law of 
Treaties, would limit permissible reservations to those 
that do not defeat the object and purpose of the treaty; a 
reservation along the lines above would go to the very 
heart of the treaty. 

o The only way to allow for a reservation along the lines 
above would be to specifically provide in the Protocol that 
reservations could be taken for that purpose. It is 
unlikely that such a clause could be negotiated, given that 
setting up developing country action as a precondition for 
fulfilment of the Annex I obligation goes beyond even our 
"evolution" proposal. 

o A different approach might be to link the second 
budget period commitment with action by developing 
countries. For example, the Protocol itself could include 
a provision such as: 

"The second budget period shal], be from 2013 to 2017. 
The Parties shall decide, through an amendment, on 
their emissions budgets for that period, taking into 
account the extent to which non-Annex I countries 
(have taken)(have committed to) actions to limit 
greenhouse gas emissions." 



Recap on Target Issues 

Current decisions on target issues are as follows: 

• Differentiation by baseline year. Going to another baseline year (e.g., average of 1990-
95, or choosing any year between 1987-96) as a way of stating our target as a reduction 
without actually changing it would be fine. Negotiators free to go down this road, though 
we recognize that moving off 1990 at this point seems unlikely. 

• Differentiation -- Japanese proposal. Do not indicate support at this time. Could 
consider in end game if tweaked so as not to require actual reduction off current U.S. 
target. 

• Differentiation -- "pledge and negotiate. Do not indicate support at this time. Could 
consider in end game, depending on what a proposal actually looked like. 

• Actual reduction below 1990 in first budget period. No flexibility on this at this time. 
There may not be any in the end game either. Further instructions would be required 
before any movement off this position. 

• Reduction in second budget period. Do not indicate support at this time. No decision 
yet on whether we could move here in end game. 

Pro: might allow us to close deal with EU without accepting a reduction in first budget 
period Con: would forfeit leverage for getting developing countries to accept binding 
targets in a second budget period; could subject us to intense criticism on Hill that we 
not only accepted targets when LDCs didn't, but did so for wo budget periods. 

• Six gases vs. three gases. Stick with our six-gas position. Use fact that this represents 
several percentage points more than the EU three-gas position as a negotiating point, but 
do not adopt three-gas position as part of a move by us to a reduction target. 

• Sinks. We potentially have flexibility to try to pick up a few percentage points through, 
e.g., excluding soil carbon from the protocol or through a modified New Zealand 
approach. But we need more analysis, particularly of how the modified New Zealand 
approach would work. This can be dealt with at Working Group level. 
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