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PAPER NO. 1: JAPAN

Proposals on the elements to be included in the Draft Protocol to the United

Nations Framework Convention on Climate Change

PREAMBLE

The Parties to this Protocol to the United Nations Framework

Convention on Climate Change,

Recognizing the necessity of urgently limiting their anthropogenic
emissions of greenhouse gases and of protecting and enhancing their greenhouse

gas sinks and reservoirs in order to mitigate the adverse effects of climate change,

Noting that the Second Assessinent Report of the Intergovernumental
Panel on Climate Change (hereinafter referred to as IPCC) approved at the eleventh
session of the IPCC on 15 December 1995, which is recognized, at the present
moment, as the most comprehensive and authoritative assessment of the science
of climate change, its impacts and response options now available, states that
stabilisation of atinospheric concentrations of carbon dioxide, which is one of the
major greenhouse gases, at 550ppmv will eventually require global emissions to

be less than 50 per cent of current levels,

Taking note that many of the Parties included in annex I to the
Convention need to make additional efforts to overcome difticulties that they face
in achieving the return of their emissions of greenhouse gases to 1990 levels by
2000, and recognizing the necessity for emission limnitations and significant overall
reductions within specified time-frames with respect to their anthropogenic
emissions by sources and removals by sinks of greenhouse gases not controlled
by the Montreal Protocol on Substances that Deplete the Ozone layer, 1987, as
adjusted and amended on 29 June 1990, adjusted and amended on 25 November
1992, and adjusted on 7 December 1995 (hereinafter referred to as the Montreal

Protocol),



Have agreed as follows:

ARTICLE 1
DEFINITIONS
For the purposes of this Protocol:

1. “The Convention” means the United Nations Framework Convention

on Climate Change done at New York on 9 May 1992.

2. “Party” means, unless otherwise stipulated, a party to this Protocol.
3. “The Secretariat” means the Secretariat of the Convention.
4. “Indicator” means ... (to be drafted)
5. “Voluntary goal” means ... (to be drafted)
ARTICLE 2

OBJECTIVE OF THE PROTOCOL

The objective of this Protocol is to contribute to achieving the ultimate
objective provided for in Article 2 of the Convention, by incurring, to the
maximum extent possible, new obligations as fairly and effectively as possible
on the Parties included in annex I to the Convention, and also by voluntary
measures to be taken by all Parties including the Parties not included in annex I

to the Convention, in due consideration of Decision 1 of the first session of the



Conference of the Parties to the Convention on 7 April 1995, and with due regard
to the varied circumstances faced by the Parties, and of policies and measures so
far implemented by them for the purpose of limiting their anthropogenic
emissions of greenhouse gases and protecting and enhancing their greenhouse gas

sinks and reservoirs.

ARTICLE 3

LIMITATION AND REDUCTION OF ANTHROPOGENIC GREENHOUSE
GAS EMISSIONS BY SOURCES

1. Each Party included in Annex I to the Convention shall select one of
the following two quantified limitation and reduction objectives for its
anthropogenic carbon dioxide emnission by sources within the specified time-

frames set out below:

(a) To maintain its anthropogenic emissions of carbon dioxide over the
period from [2000+x] to [2000+.x+/5]] at an average yearly level not

more than p tonnes of carbon per capita, or

(b) To reduce its anthropogenic emissions of carbon dioxide over the
period from [2000+x] to [2000+x+/5]] at an average yearly level of not

less than g per cent below the level of the year 1990.

2. The Meeting of the Parties entrusts a study on anthropogenic emissions
of greenhouse gases, other than carbon dioxide, not controlled by the Montreal
Protocol, to the Subsidiary Body for Scientific and Technological Advice
provided for in Article 9 of the Convention. Until such time as appropriate
measures to limit and reduce emissions of such greenhouse gases are decided upon

by the Meeting of the Parties on the basis of the study, each Party included in



annex I to the Convention shall make as much effort as possible not to increase

its emissions of such greenhouse gases.
ARTICLE 4

POLICIES AND MEASURES

1. Each Party included in annex I to the Convention, in order to achieve
the quantified objective referred to in Article 3, paragraph 1 and to implement
Article 3, paragraph 2, shall adopt appropriate policies and take corresponding

measures in each of the following areas;
(a) efficient use of energy;
(b) introduction of carbon free or low-carbon energy;
(c) innovative technoloézical development;
(d) international technical cooperation and transfer of technologies; and

(e) protection and enhancement of sinks and reservoirs of greenhouse

gases not controlled by the Montreal Protocol.

2. The policies and measures in each area referred to in paragraph 1 above

shall be listed in an annex to this Protocol.

3. The Meeting of the Parties shall, at its first session, decide on indicators
regarding the policies and measures referred to in paragraph 1 above, in order to
achieve the quantified objective referred to in Article 3, paragraph | and to
implement Article 3, paragraph 2. Each Party included in annex I to the

Convention shall establish voluntary goals ineasured in these indicators.



ARTICLE 5
PLAN

Each Party included in annex I to the Convention shall make its national
plan of the limitations and reductions of anthropogenic emissions by sources and
the increments of removals by sinks of greenhouse gases not controlled by the
Montreal Protocol, in order to achieve the quantified objective referred to in

Article 3, paragraph 1 and to implement Article 3, paragraph 2.

ARTICLE 6
SUBMISSION AND REVIEW OF INFORMATION

L. Each Party included in annex I to the Convention shall submit, to the
Secretariat, its initial information including the following elements within six
months from the closure of the first session of the Meeting of the Parties, or within
six months of the entry into force of the Protocol for the Party if the Protocol
enters into force for that Party after the first session of the Meeting of the Parties.
The frequency of subsequent submissions by all Parties shall be determined by

the Meeting of the Parties, taking into account the differentiated timetable for the

initial submission set by this paragraph:
(a) its quantified objective selected under Article 3;
(b) its national plan made under Article 5;
(c) its policies adopted and its measures taken under Article 4;

(d) its voluntary goals established by the use of the indicators referred



to in Article 4, paragraph 3 if the policies and measures referred to in
subparagraph (c) above are planned or are under implementation, and
assessment carried out by the use of the indicators referred to in Article
4, paragraph 3 if the policies and measures referred to in subparagraph

(c) above have been completed; and

(e) a projection until around the mid 21st century on anthropogenic

emissions by sources and removals by sinks of carbon dioxide.

2. A team of experts commissioned by the Secretariat shall review the
information of each Party submitted in accordance with paragraph | above. The

team of experts shall report the results of the review to the Meeting of the Parties.

3. If the Meeting of the Parties, on receipt of the reports referred to in
paragraph 2 above, concludes that a Party is under difficulty in achieving the
quantified objective referred to in Article 3, paragraph 1, the Meeting shall make
recornmendations to the Party. The Party which received such recomunendations
shall review its policies and the measures, and submit the results of its review to

the Meeting of the Parties within 1 year of making of such recomniendations,

ARTICLE 7

VOLUNTARY MEASURES BY PARTIES NOT INCLUDED IN ANNEX I TO
THE CONVENTION 7

1. The Parties not included in Annex I to the Convention are encouraged
to voluntarily submit information including the elements referred to in Article 6,

paragraph 1.



2. If the Party not included in Annex I to the Convention draws up a
concrete inventory of technologies which it hopes to introduce and a concrete
programme of countermeasures against global warming through introduction of
such technologies, the Meeting of the Parties may request the entity entrusted
with the operation of the financial mechanism referred to in Article 11 of the
Convention to give priority to providing any financial assistance necessary for

such a voluntary programnie.

ARTICLE 8

DEVELOPMENT AND TRANSFER OF TECHNOLOGY

The Parties fully recognize the important role that the development and
transfer of technology should perform for the mitigation of climate change, and

will make every effort to ensure that this role is fulfilled.

SOME CONSIDERATIONS ON FINAL CLAUSES

1. REVIEW OF THE PROTOCOL ™

In order to reflect in policies the latest scientific information such as
IPCC Assessment Reports, a mechanisim to regularly review this Protocol should

be included. The Annex should be revised more flexibly than the Protocol itself.

2. ENTRY INTO FORCE ™



The conclusion of this Protocol by a certain number of Parties included
in annex I to the Convention should be required in order to ensure the

effectiveness of this Protocol.
ANNEX

Annex provides for the policies and measures in each field referred to

in Article 4, paragraph 1.

(*) The concrete figures of x, p, q should be dcvéloped.

(**) Words and phrases in italics shows preliminary ideas.
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HA JAPAN

Round Table Statement by the Government of Japan regarding the proposals on
the elements to be included in the Draft Protocol to the United Nations Framework

Convention on Climate Change

1. The Government of Japan submits the concrete proposal on the features
of a protocol or another legal instrument in accordance with the conclusions reached
at the Fourth Session of AGBM.

2. The main purpose of submitting the proposal is to stimulate discussions
on the points which the Government of Japan considers should be included in the
protocol which is expected to be adopted at COP3 in Kyoto, Japan. This proposal
is neither comprehensive nor final. The Government of Japan recognizes that other
elements would also be necessary for inclusion in the protocol. In light of
examination of other elements, review of the current proposal and deliberation at

AGBM, the Government of Japan is planning to submit further ideas in due course.

3. The Government of Japan expects that the following proposals will
stimulate further discussions on crucial issues so that the final form of the protocol
will be substantially effective in preventing the global warming as well as highly

feasible to implement.

4. The major items of Japanese proposal are QELROs, policies and

measures, and a review mechanism.

5. As for QELROs, the Government of Japan is proposing that each Party
included in Annex I to the Convention shall select either the objective based upon

the total emission or the objective based upon the emission per capita.
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6. The Government of Japan considers that if a flat target based upon total
emission from a certain fixed base year is the only option in the protocol, it will be
difficult to achieve equity in the efforts of the Parties which are necessary for the
achievement of their QELROs since there remain significant differences in their
individual circumstances, such as past efforts toward energy saving and emission

limitation and reduction.

7. Emission per capita is an equitable objective on the premise of equity on
the emission of carbon dioxide among all human beings. In light of the profiles
of atmospheric concentration of carbon dioxide leading to stabilization calculated
by the Intergovernmental Panel on Climate Change and of projection on the world
population, this objective can also be a reference to the emission per capita on the
global scale, which would make it possible to stabilize the atmospheric
concentrations at a level that prevent dangerous anthropogenic interference with
the climate system. Thus, this objective could be instrumental in strengthening

long-term global efforts to protect the climate system.

8. The Government of Japan does not believe that the options on the QELROs
should be limited to the proposed ones. Appropriate consideration should be given
to any proposals on other options for QELROs. If the protocol includes more

options, this will facilitate participation to the protocol.

9. As for policies and measures, the Government of Japan is proposing that
in order to achieve its selected QELROs for carbon dioxide and make as much effort
as possible not to increase its emissions of other greenhouse gases, each Annex |
Party shall adopt policies and take measures which are appropriate for their own
circumstances in each of five areas, namely, efficient use of energy, introduction
of carbon free or low-carbon energy, innovative technological development,
international technological cooperation and technology transfer, and protection and

enhancement of sinks and reservoirs. Each Annex I Party shall select appropriate
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policies and measures from Annex to the protocol in which specific policies and
measures in the above areas are listed. The Meeting of the Parties shall decide on
indicators regarding the policies and measures. Each Annex I Party shall set

voluntary goals measured in these indicators.

10. The Government of Japan considers that given wide differences which
each Party faces in limitation and reduction of emissions of greenhouse gases, it
is not appropriate to make it mandatory for every Party to take any specific policies
and measures, and this approach will not lead to an international consensus. The
provision on policies and measures in the protocol should be flexible so that the
Parties will be able to select appropriate policies and measures in accordance with
their individual circumstances. The Government of J apan considers, however, that
the following is beneficial for achieving QELROs for carbon dioxide and making
as much effort as possible not to increase emission of other greenhouse gases: (1)
specifying the areas in which the Parties shall adopt appropriate policies and
measures, (2) making an Annex from which the Parties shall select appropriate
policies and measures and (3) requiring the Parties to set voluntary goals measured
in the above mentioned indicators. The Government of Japan thinks that it is possible

to make an international consensus on this point.

11. As for a review mechanism, the Government of Japan is proposing that
each Annex I Party shall submit to the secretariat of the protocol the latest
information which includes its selected QELROs, its national plan of anthropogenic
emissions by sources and removals by sinks of greenhouse gases, policies and
measures, voluntary goals and assessment as to policies and measures, a projection
of carbon dioxide emissions and removals until around the mid 21st century. A team
of experts shall review the information of each Party. If the Meeting of the Parties,
on receipt of the reports of the results of the reviews, concludes that the Party
concerned will not be able to achieve the QELROs, the Meeting of the Parties shall

make recommendations to that Party. The Party which received such
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recommendations shall then reexamine its policies and measures, and submit results
to the Meeting of the Parties within one year. In order to make the protocol to be
substantially effective in preventing the global warming, it is necessary to introduce
the mechanism to encourage the achievement of the QELROs. The Government
of Japan' considers recommendations are most appropriate mechanism for the

achievement of the QELRO:s.
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PAPER NO. 2: NEW ZEALAND

NEW ZEALAND DELEGATION

GREENHOUSE GAS STABILISATION: PRINCIPLES TO GUIDE THE
FORMULATION OF POSSIBLE TARGETS & POLICIES AND MEASURES

November 1996

The Ad Hoc Group on the Berlin Mandate at its fourth session requested the Secretarat to
compile proposals relating to the treatment of quantified emission limitation and reduction
objectives (QELROs) and policies and measures. This paper focuses on the principles for the
development of new commitments. The paper does not attempt to cover all relevant issues
and is not intended to be exclusive of other ideas.

Summary

A key element of the New Zealand position is that emissions reductions should be achieved at
global least cost. A least cost approach does not neglect equity; rather, a least cost approach
improves the prospects of finding an equitable outcome acceptable to all.

Targets

e in setting targets, Parties should focus on the primary objective of the Convention which is
to stabilise the atmospheric concentration of greenhouse gases, rather than setting
potentially unachievable near-term targets as endpoints in themselves

e in order to achieve genuine flexibility over when abatement occurs consideration needs to
be given to commitments developed in cumulative terms in relation to a time-frame
sufficient to capture changes in technology and turnover of the capital stock

e the tension between full flexibility over when abatement occurs, and the need to have
milestones to lend credibility to any agreement, should be recognised and addressed
transparently

e one approach to addressing the tension between credibility and flexibility would be to
specify an emissions envelope which became more stringent over time and allow any over-
achievement in terms of emissions reductions to be carried forward or banked for future
use

Least cost policy

e where practical and cost effective, action should be taken to address all sources and sinks
of greenhouse gases

e contributions should be welcomed from developing countries as to how a transition to
effective global action might best be achieved in the longer term .

 equating the marginal costs of abatement across opportunities minimises overall costs, and
economic instruments including emissions trading and carbon charges are effective ways
to achieve this

e mandatory harmonised policies and measures are unlikely to prove least cost due to
variations in individual countries’ circumstances; however, areas where common action
may be appropriate include removal of fossil fuel subsidies, the treatment of international
aviation and marine bunker fuels, and protocols for emissions trading systems
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Adopting a global least cost approach

New Zealand supports as a guiding principle the achievement of the objectives of the
Convention at global least cost. The rationale for this principle should be clear - a least cost
approach allows reductions in emissions to be achieved with least disruption and hence offers
the greatest scope for durable actions to stabilise greenhouse gas concentrations over time. It
also reduces the potential tension between the objectives of stabilising greenhouse gas
concentrations, sustainable economic development, and equity concerns.

A least cost approach is not just about efficiency since, by minimising overall costs, the scope
to agree on effective action is maximised. Least cost is about achieving a given level of
emission reductions at the lowest total cost to society; it does not mean 'no-cost', or taking no
action, to reduce emissions.

A global least-cost approach is both more efficient and equitable than action behind national
borders to meet uniform emission targets. Uniform targets can impose very high costs on
some parties, and low costs on others. A global least cost approach does not neglect equity,
rather it would both reduce cost disparities and the potential concern over absolute costs to
individual Parties. A least cost approach therefore provides the best hope of achieving a
durable outcome acceptable to the widest range of parties, thereby minimising environmental
and economic uncertainty. In New Zealand’s view, the proposed principle of global least cost
could assist the negotiating process towards an agreed outcome.

Clarity about the objective

Article 2 of the Convention states that stabilisation of greenhouse gas concentrations in the
atmosphere at a level that would prevent dangerous anthropogenic interference with the
climate system is the ultimate objective of the convention. This objective supports an
approach which seeks to include the following elements:

e action, where practicable and cost effective, to address all sources and sinks of greenhouse
gases

¢ basing targets and actions over time on a long term perspective focused on the atmospheric
concentration of greenhouse gases

e recognition of the growing proportion and importance of developing country emissions

While the primary focus has been on emissions of CO, globally, other greenhouse gases and
sinks of CO, provide significant cost effective opportunities to stabilise overall greenhouse
gas concentrations. Where practicable and cost effective it makes sense to address such
opportunities. However, concern has been expressed by some about the certainty with which
reductions in other greenhouse gases and absorption by sinks of CO, can be verified and
sustained. Rather than neglecting such opportunities, work is needed to develop practical
protocols for the inclusion of the widest possible range of sources and sinks of greenhouse
gases within the scope of verifiable policy actions.

In setting targets for the post-2000 period, Parties should focus on the primary objective of
the Convention which is to stabilise the atmospheric concentration of greenhouse gases,
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rather than setting potentially unachievable near-term targets as endpoints themselves. This
does not imply no action now to address emissions. However, it does imply a shift in the
emphasis of negotiations to achieve a sustainable and cost effective outcome over time.
While it is important to have flexibility, it is also important to establish periodic emissions
targets as milestones to lend credibility to any agreement.

A focus on the atmospheric concentration of greenhouse gases points to a need to find ways
to address developing country emissions post the Conference of Parties in Kyoto. While
Annex I countries are committed to take the lead, their actions in isolation would be likely to
prove increasingly ineffective at addressing the objectives of the Convention. Developed
country parties to the Convention should welcome contributions from developing countries
on how a transition to effective global action might best be achieved in the longer run.
Taking a longer term view, and moving to a least cost approach which accommodates
flexibility over where and when abatement occurs, is an important contribution Annex I
countries can make towards leadership on this issue.

Flexibility and credibility: focus on long term concentrations, not short run emissions

The approach taken on targets and policies and measures are necessarily related. Insufficient
flexibility in the formulation of targets could limit the scope for least cost abatement because
of a lack of flexibility over where and when abatement occurs.

Flexibility over where abatement occurs can be achieved by emissions trading between
parties who meet agreed requirements. Emissions trading allows an efficient outcome to be
achieved independent of the allocation of total cost among Parties. Differentiated
commitments are therefore not essential to achieving a global least cost outcome. The
complexity of differentiated commitments, and the fact that they necessarily involve relative
winners and losers, make movement on this front difficult. If differentiated commitments are
considered it is important that this is on the basis of a simple principle that reduces the
disparity between Parties in terms of the abatement costs implied by uniform targets. One
possible option would be to aim to share commitments in a manner consistent with the
outcome expected if marginal abatement costs were equalised. Clearly there are a range of
options which could reduce cost disparities.

Trading can also deliver flexibility over when abatement occurs. However, to achieve
significant gains from flexibility over when abatement occurs commitments need to be
developed in cumulative terms (consistent with the concentration objective of the
Convention), over a time-frame sufficient to capture changes in technology and turnover of
the capital stock. Structural rigidities, including existing capital and technology, imply that,
consistent with a least cost approach over time, relatively small initial reductions in emissions
may be consistent with meeting a longer term objective. This is not an argument for delaying
action; rather it is an acknowledgement that the initial response may be small, but would
increase as new capital investment and technology is stimulated by any increase in the relative
price of greenhouse gas emissions.

An approach based solely around a longer term concentration target would in principle
provide full flexibility over when abatement occurs. We recognise, however, that there may
be tension between the objectives of flexibility and credibility. Including intermediate
milestones of progress can ensure that parties are committed to achieving their agreed
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cumulative target, but such milestones would need to be set carefully to ensure they did not
unduly limit flexibility.! This tension is best addressed in a transparent manner.

One approach to the tension between flexibility and commitment would be to have an
emissions envelope which became progressively more stringent over time. Figure 1 shows
both cumulative emissions (the top figure), and the rate of emissions (the bottom figure). The
figures show an emissions envelope, which could be specified, equivalently, in terms of either
cumulative emissions or the emissions rate. The concept is relevant at both the global and
national levels, with trading allowing flexibility over where and when abatement occurs under
the global envelope.

National envelopes could be combined with the ability to bank over-achievement relative to
the envelope, in order to emit more in the future (banking is represented in the lower figure by
the hashed areas). The envelope for cumulative emissions would never be exceeded at the
global level (at the national level emissions trading could allow unders and overs relative to
the envelope). It is such flexibility over where and when that provides for global least cost
abatement. We do not support allowing the ability to borrow against future commitments as
this introduces the scope for deferring any action.

Figure 1: Indicative cumulative and emissions rate profiles showing a cumulative emissions target,
emissions envelope, and possible banking (lower figure)
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Emission rate
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ow . \
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Note: While at the national level emissions could exceed the envelope provided there is emissions trading
between nations, at the global level the cumulative envelope is a binding constraint.

! In the absence of intermediate milestones Parties to the Convention, or individual emitters, may delay action,
and then legitimately claim that meeting the agreed concentration target is likely to be very costly given the
remaining time available for action. Such strategic behaviour could occur if re-negotiation of commitments were
anticipated based on the current costs and benefits of action.
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Achieving the objective at least cost

Solutions should be sought that lead to the convergence rather than divergence over time of
marginal abatement costs between countries. To do otherwise would place disproportionate
burdens on some countries and increase the overall global cost. There is a risk that this could
ultimately jeopardise the sustainability of the Convention.

The source and nature of CO, emissions suggest that economic instruments are most likely to
be cost effective in this area. These views are consistent with the IPCC Working Group III
report which stated that ‘At both the national and international levels, market-based
approaches are likely to be more cost effective than other instruments’. However, durable
policy solutions require the careful selection of approaches which suit the circumstances in
question, for example, further work is needed on the scope for applying economic instruments
to other greenhouse gases and sinks of CO,.

New Zealand has consistently advocated the implementation over time of economic
instruments internationally. While we consider that economic instruments are likely to offer
the most cost effective approach to reducing CO; emissions in a wide range of circumstances,
international agreement over a given policy approach may neither be appropriate or necessary.
Provided commitments can be agreed, individual parties should be free to respond according
to their own assessment of what is least cost in accord with individual circumstances.
Variations in factors such as the state of development, local energy resource costs etc make it
unlikely that mandatory harmonised policies and measures would be cost effective for all
parties. However, we recognise some broad exceptions to this general position, in particular,
consistency of approach in respect of the following is desirable

e fossil fuel energy subsidies which are inconsistent with both the intent of the Convention,
and with maximising economic welfare including the prospects for sustainable
development - phasing these out should be a high priority and deserves consideration as a
compulsory measure

e the treatment of international aviation and marine bunker fuels may require internationally
agreed, and probably harmonised action to be taken

e protocols for emissions trading which would need to be agreed between parties who
wished to participate in trading (the right to trade would provide an incentive to comply
with any such protocol)

In terms of emissions trading a key feature of a credible approach in the longer term is for
trade to be against agreed emissions envelopes which ensure that reductions are genuine.
Unless emissions envelopes apply to all parties participating in trade there may be an
incentive for trading between parties with and without fixed envelopes to occur which may
not involve corresponding real emissions reductions (and indeed undoes the commitments of
those with an agreed envelope).

It is important that Parties give consideration to the requirements of a protocol on trading. To
encourage such discussion New Zealand puts forward the following two examples for further
consideration: mechanisms for tracking and validating trades, and the formulation of clear
rules which would govern changes to the overall allocation or target. Tracking and validation
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are important in order to reduce the transaction costs of trade, and to ensure that trades are
valid. Clear rules governing changes to the overall target would place some constraints on
such action, but would facilitate trading and the emergence of market based instruments for
risk management. We would welcome contributions from other parties in this area.
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PAPER NO. 3: RUSSIAN FEDERATION

IMPEMUIOKEHUSA MO BO3MOXHbBIM BJIEMEHTAM I[MTPOTOKOJIA
WJIM UHOTO TPABOBOIO JOKYMEHTA K PAMOYHOU
KOHBEHLUWHW OOH Ob UBMEHEHWUH KIIUMATA
(MO3ULIUA POCCUUCKOW ®EAEPALIMN)

O011Me MOJI0XKEHUST

Tonsko CropoHsl KoHBeHIMU MoryT ObiTh CTOpOHAMM MPOTOKOJIA WU
mHoro mnpapoBoro nokyMeHTa (Crarbst 17.4 KoHBeHumu) u TobKo CTOPOHBI
KoHBEHLIMM MPUHUMAIOT PELIEHUSI B COOTBETCTBUM C MPOTOKOJIOM WM MHBIM
IPaBOBBbIM TOKYMEHTOM,;

[TpoToxon wnu MHOM MpaBOBOM AOKYMEHT HE M3MEHSAECT M HE 3aMCHACT
nonoxeHusi KoHBeHLIMY, B TOM 4YMCJie €€ TIPUHLMIIEI,

[IpoToKON WIM MHOM NpaBOBOIl JOKYMEHT, BKJIOYas B cdepy CBOETO
NeWcTBMsT  mpenycMoTpeHHble  KOHBeHIMEl  MEXaHM3Mbl,  COMCHCTBYeT
JNOCTMDKEHHIO ee KOHeuHoil 1enn, onpeneieHHol B Cratbe 2 KoHBeHIINH;

O06s13aTe/IbCTBA 110 TIPOTOKOJIY WIM WHOMY TMPaBOBOMY IOKYMEHTY
NOJDKHBI OBITH HAyyHO OOOCHOBaHBI M COOTBETCTBOBATH KOHEYHOM 1eJIH
KoHBeHLIH,;

[Tporokon WIM WHOUW TIpaBoBOMl MOKYMEHT CKOHLUEHTPUPOBAH Ha
pacINMpeHHBIX, HO pealbHO HOCTKUMBIX CTopoHamMH  (WIH TpYyTNaMH
cTpaH) TMOKAa3aTeNs X MO OrPAHMYEHHIO U COKPALIEHWIO SMHUCCHI TMapHUKOBBIX
ra3oB, TMOCTPOCHHBIX HA TIpMHLMME o6Lleil, HO AuddepeHUNPOBAHHOM
oTBercTBeHHOCTH CTOpPOH, € YydeToM ofOecreyeHns HX CTabWIbHOro M
9KOJIOTUUYECKM 0OO0CHOBAHHOTO 3KOHOMHWYECKOIO pa3BUTHUS.

Poccuiickass @enepauust MnMog NPUHIMAMNOM OOUIEH OTBETCTBEHHOCTH
MOHMMAaeT oOle obsizaTebcTBA M OOLIYI0 OTBETCTBEHHOCTh CTOpOH
KoHBeHUMM 1O 3alllkTe DIOOANBbHOM  KJIMMAaTWU4YecKOil  CHUCTeMBl A
JOCTHKEHUST KOHEUHOM Lenau KoHBeHLIMH, noJ MPHUHIIMIIOM
b depeHUMPOBAHHOM OTBETCTBEHHOCTH - OTBETCTBEHHOCTb KaXIoW U3
CTOpOH 3a BBITIOJIHEHWE CBOMX 00sI3aTEIBCTB, OMNpElEIAEMBbIX B COOTBECTCTBHH
C UX COLUMATIBbHO--3KOHOMHUYECKHUM, TEXHUYECKUM H NPaBOBbIM ITOTEHHHAAIOM
(BO3MOXHOCTSIMM);

[MpuHMMaeMble 10 TIPOTOKOJY WM WHOMY MpaBOBOMY JOKYMCHTY
HoBble oOstzarenbcTBa CTOPOH He OTMEHSIOT, HE TNepecMaTpuBaloT M HE
MPOICHTHPYIOT 00s13aTeIbCTBA, NPUHATbIE CTOPOHAMM [Tpunoxenust 1 Ha
nepuion 1o 2000 roga (myHKTsI 4.2(a) 1 4.2(0) KoHBeH1IMHN);

[Mporokon wiM HMHOW TMPaBOBOM AOKYMEHT B MaKCHMMaJIbHOI CTENEeHU
VUUTBIBAET peaIbHbII BKITAX Kaxkaoil n3 CTopoH B OrpaHWYeHUE W CHHKCHUC
AMUCCUI MAPHUKOBBIX FA30B B aTMocdepy M YBeJMUEHHME MX MOIJIOWCHHUA C
VYETOM COBOKYMHOTO 3((eKTa TOCTUraeMOro COKPALEHUS aHTPOMOTCHHBIX
3MUCCHI MAPHUKOBBIX I30B W YBEJIHYEHHST CTOKA ABYOKWUCH YTJICpOIA;



[IpoTokoa i MHOH NpPaBOBOK JOKYMEHT IpPEIOCTABISIET pasdyMHbIe
NpeuMyllecTBa M Heobxoanmylo riuokocts CTOpoHaM, BHOCSUIMM PEAIbHBINH
BKJIAJ B OFPaHHYEHIIC M CHIDKEHHE 3MMHCCHI MapHUKOBBIX Ta30B B aTMOcdepy
W yBEIHUYEHME HMX NOIJOLIEHMS, a TakKe IMpeAyCMaTpUBACT MEXAHU3MBI
CTHUMYJIHPOBAHMSI TNepeJayl TEXHOJOTHMH M OCYLUSCTBIACHMSI MOJIMTHKH M MEP
CropoHamy KoHBeHLMI COBMECTHO.

Cpoku

Poccuitckast Degepaumss 3aHMMaeT TMO3ULIMIO, COIJIACHO KOTOPOii
MoGBIe 3TANbl, BKJIIOYAEMbIE B MPOTOKOA WIM WHOW MpPaBOBOM MOKYMEHT,
JOJDKHBI ObITh AOCTATOUHO UTHTEILHBIMM, B TEUEHHE KOTOPBIX MOTYT OBITH
NPUHATHl pPEWIbHBIE MeEpbl IO OrPAaHWYEHHIO M CHIDKEHMIO 3MHCCHUH
MApHHUKOBLIX A30B M YBEIMUEHHIO MX CTOKOB. B KayecTBe TakMX 3TaroB
NPEANOYTHTEIbHBI ACCSTHIETHHE MEPHOMAbI, C HAYATIOM OTCYETa C 2000 rona.

CpoK, WIsi KOTOPOro NMPOTOKOJIOM WM MHBIM TPAaBOBBIM JOKYMEHTOM
MOTYT ObITb TPEAYCMOTPEHbl KOHKPETHbIE KOJIMYECTBEHHBIC LIEH TIO
OTpaHIYeHHIO WIH COKPAIeHHIO MMUCCHI TNapHHKOBBIX Tasos, Poccuiickas
@Depepals PACCMATPUBACT NpeAnoYHTUTENbHBIM 2010 roa.

Poccuiickass @Peaepalsi CUUTAET, YTO NPOTOKON WIH MHOW IpPaBOBOH
JOKYMEHT J[OJDKeH coxpaHute 1990 rom B KayecTse 6a3oBOro JUist

00s13aTenibeTB Ha nepuoa nocne 2000 roxa.

IHonuTuka 11 MephI

YuuTbIBasl pasAUUHbI YpOBEeHb COLIMAUTIBHO-3KOHOMHWYECKOIO pa3BUTH
M HaUMOHAUTBHLIX npuopuTeroB CTOopoH B 00/1acTH NMOJMTMKH H MeEp IO
ocyluecTBeHHI0 o6s3atenbers no  KonBenuwnu, Poccuiickas Pepepauyis
nojaraeT, YTO MpOTOKOJ MWJIM MHOH IpaBOBOH OOKYMEHT JOJDKCH
yCTaHaBNMBaTh TIOJIMTHYECKME L€, a Takke IepeyeHb BOSMOXHBIX
HampaB/ieHMil TOMMTHKM M Mep, Npegoctapsiss Kaxpoi CropoHe npaBo
CaMOCTOSITe/IBHOTO BbIOOpa KOHKPETHBIX HampaBJeHHH TOJIWTHKHM, Mep M
cpeAcTB aocTinkeHus1 aTHX Ueseit. [Ipun aToM CTopoHBI MOTYT MPHUMEHSATH §:!
TOM uMc/le TpYNMNoil CTpaH COBMECTHO) pa3pelMTeNbHbIC/THIECH3NOHHBIC
CUCTEMBI, MCMOIB30BATh PbIHOYHbBIE MOAXOAbI M MPUMEHSITH ApYrHe CpEACTsa
JUTST IOCTHYKEHMST TPHHATHIX TOJTMTHYECKHX LieJIeH.

Beryrinediie B cunay

[poTokon MAM MHOIl MpaBoBOH HOKYMEHT BCTyNaer B CHIY B
COOTBETCTBHI C YCJIOBHMSIMII BCTyIUieHHMST B cuiy KOHBEHLWH, COIJIacHO €¢
Cratne 23.
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OpraHsl

Poccuiickast Pegepaitsi noaaraer, 4rto MPOTOKON WJIM MHOM NMpaBoBOi
JOKYMEHT IO/KEH B MAKCHMAIBHON CTEMEHM UCIMOJb30BaTh U 0a3MpoBaThCs
Ha cywectBylowux opradax KoHeeHuuu. [Ipn 3TOoM, npu BO3HMKHOBEHHH
HOBBIX 31104, CBSI3AHHBIX ¢ oOecrieyeHHeM ocywecTiaeHus IIporokona
yuacTBylOIMMHA B Hem CTOpoHaMM M pellicHHEe KOTOPbIX HE MOXeT OBITh
obecreyeHo CYLIECTBYIOWMMY  opraHamMu KOHBeHLIMM, TpEACTaBISIETCS
BO3MOXKHbIM ofpeaeicHile cobcTBeHHbIX opraHoB [IpoTokona.

DaeMeHTbl MPOTOKOJAA 111 HHOTO MPaBOBOro AOKYMEHTA
IUTSI TPYTIMbL CTPAH C TMePeXoaHOo 3KOHOMUKOM

B uensix obecriedeHMsI CKOpeMllero MOCTIDKEHMSI 3KOHOMHYECKOM
CTAOWIM3AUMH W DKOJIOTYEeCKH 00OCHOBAHHOIO 3KOHOMHYECKOro pa3BUTHA,
OCHOBBIBASICH ~ HA  TpWHLMIEe  oOluel, Ho  AndbdepeHLMpOBaHHON
OTBETCTBEHHOCTH, Tpyrifie CTPAH C IEPEXOIHON SKOHOMMKON NOJKHA ObITh
[IPEefOCTABACHA HeOoOXOMIMasi TMOKOCTb HA MEPUOA [0 CTabWIM3alMM HX
SKOHOMMHUYSCKUX CHCTEM M I[lepexoJa K YCTOMYHUBOMY 3KOHOMHYECKOMY
pasBUTHMIO C YYETOM 1IX pewIbHOrO BKJIAa B COKpalleHHe OMHCCHH
MapHUKOBLIX Tra3oB B arvMocdepy, KOTOpPBIH MMeT MecTo ¢ CHy
3KOHOMMYECKUX MpUUHH B riepnoa ¢ 1990 roxa.

OGecreyeHye WHTEPECOB TIPYMIBI CTpaH € TEPEXOJHOIl 3KOHOMMKOM
MOIJIO Obl OBbITH OQOPMJIECHO OTHETbHBIM MMPWIOXKEHMEM K MNPOTOKOIY HJIM
MHOMY IPABOBOMY JOKYMEHTY CIEUHAIbHO TSI 9TOW TPYMIIbl CTPaH.

Buaenue Poccuiickoii Pegepaueil BO3MOXHBIX 3JIEMEHTOB IPOTOKOJIA
WIA MHOro [pPaBOBOr0 JOKYMEHTa i1 TCpYNnbl CTpaH C NIEpPEXOTHOM
SKOHOMMKOI#  mpeactasieHHo paHee B CexkperapuarT KoHBEHUMHM H
conepxutcst B 1okymente FCCC/AGBM/1996/MISC.2 ot 17 Mast 1996 r.
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Unofficial translation

PROPOSALS ON POSSIBLE ELEMENTS OF THE PROTOCOL OR ANOTHER LEGAL
INSTRUMENT TO THE UN FRAMEWORK CONVENTION ON CLIMATE CHANGE
(POSITION OF THE RUSSIAN FEDERATION)

General statements

Only Parties to the Convention may be Parties to the protocol or another legal instrument
(Article 17.4 of the Convention) and only Parties to the Convention take decisions related to the
protocol or another legal instrument;

The protocol or another legal instrument does not change or replace statements of the
Convention, including its principles;

The protocol or another legal instrument, involving mechanisms provided by the
Convention, facilitates achievement of its ultimate objective determined in Article 2 of the
Convention;

Commitments under the protocol or another legal instrument should be scientifically
founded and consistent with the ultimate objective of the Convention;

The protocol or another legal instrument should be focused on extended but really
achievable for the Parties (or groups of the Parties) targets in limiting and reducing of greenhouse
gases emissions developed on the basis of the priciple of common but differentiated responsibility of
the Parties, taking into account provision of their sustainable and ecologically sound economic
development.

By the principle of common responsibility the Russian Federation consideres a common
commitments and common responsibility of the Parties for protection of global climate system to
achieve the ultimate objective of the Convention; by the principle of differentiated responsibility -
the responsibility of each Party for implementation of its commitments determined in accordance
with their socio-economic, technological and legal potential (possibilities);

New commitments of the Parties adopted under the protocol or another legal instrument do
not cancel, reconsider or prolong commitments adopted by the Annex I Parties for the period before
the year 2000 (subparagraphs 4.2(a) and 4.2(b) of the Convention),

The protocol or another legal instrument in a maximum degree takes into account real
contribution of each Party in limiting and reducing greenhouse gases emissions and in enhancing
their removals, considering total net effect obtained by reduction of anthropogenic emissions of
greenhouse gases and enhance removal of carbon dioxide;

The protocol or another legal instrument provides reasonable advantages and a certain
flexibility to the Parties contributing real results to limiting and reducing greenhouse gases emissions
into the atmosphere and enhance their removals; as well as provides mechanisms to stimulate
transfer of technologies and implementation of policies and measures by the Parties to the
Convention jointly.

Time frame
According to the position of the Russian Federation, any stages to be included into the

protocol or another legal instrument should be enough lengthy to undertake real measures to limit
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and reduce greenhouse gases emissions and enhance their removals. The ten-year periods with start
at the year 2000 are preferable.

The Russian Federation considers the year 2010 to be preferable for specific quantitative

objectives of the protocol or another legal instrument for limiting and reducing emissions of
greenhouse gases.

The Russian Federation considers that the protocol or another legal instrument should keep
the year 1990 as the base year for obligations for the period after the year 2000.

Policies and measures

Taking into account different levels of socio-economic development and national priorities
of the Parties in field of policies and measures to fulfil their commitments under the Convention, the
Russian Federation considers that the protocol or another legal instrument should establish political
objectives and also list of possible directions of policies and measures, leaving selection of specific
directions of policies, measures and means to each Party. In this way the Parties (or group of the
Parties jointly) can use permission/licence mechanisms, market approaches and other means to
achieve political objectives adopted.

Entry into force

The protocol or another legal instrument shall enter into force in accordance with rules for
the Convention under its Article 23.

Bodies of the protocol

The Russian Federation considers that the protocol or another legal instrument should use in
a maximum degree, and should be based on the existing bodies of the Convention. In turn, new
objectives related to implementation of the protocol by the Parties to the protocol, which can not be
provided by existing bodies of the Convention, may lead to establishing of special bodies of the
protocol.

Elements of the protocol or another legal instrument for the group of countries with the economy in
transition

Taking into account principle of common but differentiated responsibility and intention to
provide speedy achievement of economy stabilisation and ecologically sound economic
development, a certain degree of flexibility shall be allowed to the group of countries with economy
in transition for the period of their economy stabilisation, taking into account their real contribution
in reduction of greenhouse gases emissions into the atmosphere, which have taken place since 1990
due to economic reasons.

Provision of interests of the group of countries with economy in transition would be drawn
as a separate annex to the protocol or another legal instrument especially for this group of
countries.

Perception of possible elements of the protocol or another legal instrument for thg group of
countries with economy in transition by the Russian Federation was submitted earlier to the
Secretariat of the Convention and contains in the document FCCC/AGBM/1996/MISC.2 of 17
May, 1996.
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Climate Change: U.S. Non-Paper
December 1996

I. Introduction and Background

II. Linkages

III. Defining the Form of the Target

IV. Emissions Trading and Joint Implementation

V. Continuing to Advance the Implementation of
Article 4.1 Commitments

VI. Compliance

I. Introduction and Background

At the second meeting of the Conference of the Parties
(COP-2) to the United Nations Framework Convention on Climate
Change (FCCC), the United States called for next steps under
the Climate Convention for the post-2000 period to reduce the
threat of climate change consistent with economic prosperity.
For developed countries, these steps should include verifiable,
binding medium term targets that are realistic and achievable,
designed with maximum flexibility, and implemented through
national programs. The U.S. position also underscored the need
for all nations, including developing nations, to take actions
to limit greenhouse gas emissions. Finally, we called for
continued work on a longer-term global concentration goal (e.g.
50-100 years). We continue to believe that this is the
approach that will produce a successful outcome at the third
session of the Parties in Kyoto in December 1997.

To this end, we would like to call attention again to the
conclusions of the IPCC Second Assessment Report, which found
that "the balance of evidence suggests a discernible human
influence on global climate.” In the U.S. view, the potential
for impacts of climate change on natural systems, the economy
and the quality of life for future generations is truly
significant; the scientific evidence suggests it could be
detrimental for human health, ecosystems, food security and
water resources in many regions of the world. In our view, all
Parties should act on the conclusion Ministers reached last
July: that the science provides a compelling basis for action
to address climate change.

Notwithstanding the evidence compiled so far, we must
continue our efforts to further develop-and refine our
understanding of the science of climate change, even as we seek
to ameliorate its impacts. Such understanding, coupled with
advances in the development and application of new technology,
will ultimately enable a more efficient and successful
long-term approach to addressing this pressing problem.
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We believe that next steps must be as cost-effective as
possible. Our analyses completed to date suggest that more
flexible approaches offer significant cost-saving
opportunities, and these must be brought into the Convention's
basic framework. Flexibility includes allowing Parties
nationally to determine the most appropriate policies and
measures to meet the agreed target, and allowing emissions
trading and joint implementation between Parties to minimize
the cost of reductions.

The United States arrived at this basic framework for a
number of reasons. It is clear that the Convention's existing
framework of a non-binding "aim" is not working, even though,
at the national level, numerous voluntary partnerships with
industry are working well. Most developed countries, including
the United States, will not achieve the goal of returning
emissions in 2000 to 1990 levels. A binding commitment will
create a stronger incentive for nations to decide on a
realistic target, to make the effort required to meet the
target, to ensure a level playing field, and to foster
development and deployment of advanced technologies.

Our focus must be on appropriate steps over the medium
term, while we continue to develop a longer term goal. We
reiterate that short-term targets (i.e., before 2010) are
unrealistic, and we cannot accept them. Short-term targets
would be unnecessarily burdensome to national and global
economic growth and development. They could mean that few, if
any, countries would ratify the agreement.

Finally, the United States recognizes the need for global
climate change to be addressed on a global basis. As a result,
we believe it is imperative that the agreement we reach in
Kyoto include specific provisions that advance the :
implementation of commitments by developing nations to mitigate
their emissions of greenhouse gases. While recognizing that
developed countries must show leadership in addressing this
problem, we believe it is very clear that all nations must be
part of the solution.

The Ministerial Declaration in Geneva at the Second
Conference of the Parties to the €onvention provides climate
negotiators with a blueprint for action; we strongly endorse
jts approach. However, it is now time to develop and agree on
concrete proposals.

This paper outlines our view on a number of issues.and
suggests several other options that merit closer scrutiny.
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We expect to have further views on specific numbers that
should be included in targets and timetables in the future as
the results of our continuing analy51s and assessment emerge.
We hope that other Parties will join us in developlng new
proposals to meet our environmental and economic goals.

II. Linkages

A number of key variables under consideration are
interdependent. This interdependence must be recognized in
negotiating our next steps. The United States proposed a
three-part framework for the target in Geneva, including that
the target be binding, that it focus on the medium term, and
that there be national flexibility in implementation. 1In
addition, the United States believes it will be critical to
include developing countries in next steps; finding a solution
to the climate change problem will require a concerted global
effort. 1In our view, all four of these concepts are linked,
and all four must be included in the legal instrument.

III. Defining the Form of the Target

As noted above, at COP-2 in July, the United States
specifically called for focusing negotiations on a binding,
medium-term emissions target, incorporating flexibility in time
and place of implementation. The United States also expressed
an interest in continuing to work toward a longer-term
concentration goal. We rejected any target which called for an
unrealistic near term goal -- and we continue to reject such an
approach. We also remain convinced that the target should be
designed in a manner- that allows for adjustment on the basis of
new and evolving science. This paper outlines some of our
current thinking -on the form and structure of the target.

Multi-yvear Targets

The United States believes that the target set in the next
step should cover a multi-year period in order to accomplish
several objectives. First, a multi-year target would smooth
year-to-year variability in weather and economic cycles. U.S.
analyses of the effects of such varlablllty provide a striking
example of the importance of this issue: unusually hot or cold
years can change U.S. gross national emissions by as much as
two percent -- or about 40 percent of the emissions reductions
sought from the energy sector by the year 2000. Because swings
in weather, energy prices or economic cycles cannot be
predicted with confidence, a single year target would require
each country to build in an extra margin of GHG reductions to
ensure compliance, significantly and unnecessarily raising the
cost.
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Second, a multi-year average would give Parties important
flexibility to determine the pace at which their emissions
budget would be expended over the period (evenly, front-loaded,
or back-loaded). This flexibility may be particularly
important in helping Parties to reduce their compliance costs
in view of differing national circumstances. To provide this
flexibility, targets could be set with budgets covering a
multi-year period, for example, 2010-2020. Enforceability is a
key issue in defining a multi-year period.

Kina/ .

~ The United States strongly urges consideration of banking
between multi-year average target periods. Such a process
would allow emissions below the target in one period to be used
to offset higher than target emissions in later periods.
Banking of emissions could reward efforts to make reductions in
earlier periods. Similarly, we should explore allowing Parties
to borrow against their targets for the next period in order to
emit more in a current period. We recognize that borrowing
will require that a credible accounting and repayment mechanism
be put in place, and that it also could entail additional
restrictions (e.g., to limit the proportion of emissions
reductions postponed). ’

Diff tiat] £ I parti

A number of Annex I Parties have suggested proposals for
differentiation of commitments of the members of this group.
While the United States acknowledges that clear distinctions
can be (and are) drawn between different Parties and groups of
Parties, we do not believe that developing a complex, formulaic
approach which differentiates at an jndividual Party level is a
viable alternative at this stage in the negotiations. To date,
we have seen no formula for a differentiated approach which
equitably addresses all Parties' concerns.

An effort to define an acceptable differentiation scheme in
this legal instrument will likely derail the negotiations, by
being too divisive and time-consuming, or by disadvantaging a
group of countries that might then choose not to sign or
ratify. Either outcome could negate the value of the
differentiation effort.

Instead we endorse the adoption of 'a common approach w@th
respect .to targets that retains each Party's flexibility with
respect to the choice of domestic policies and measures tg
implement the target. We also support international trading
instruments to minimize and equalize Parties’ marginal costs of
making reductions. Such an approach would enable the
completion of the agreement by December 1997.
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Comprehensive Approach

The United States continues to support the inclusion of all
greenhouse gases, both sources and sinks, in a comprehensive,
verifiable approach to addressing the climate change problem.
Gases other than carbon dioxide account for about 30 percent of
the radiative forcing from all emissions since the industrial
revolution. Furthermore, different gases represent different
strategic opportunities from the perspective of effects on the
climate system. For example, reductions in methane emissions
could yield a lower rate of warming over the next several
decades than comparable reductions in carbon dioxide. To forgo
such a significant source of reduction potential would be both

to reduce flexibility and to decrease the cost-effectiveness of
the overall effort.

Assuming a comprehensive approach, several issues still
require additional consideration. These include the different
level of certainty with regard to measurement of non-CO2
emissions in various sectors, problems with verification, and
the relative importance or weighting to be assigned to
different gases. Significant technical difficulties also exist
concerning accounting of sinks which need to be addressed. We
will continue to insist that any agreed approach be fully
quantifiable and verifiable, and include appropriate accounting
procedures prior to inclusion into the legal instrument. This
approach must be able to incorporate changing state-of-the-art
methodologies for the measurement of the sources and sinks of
all gases. The United States is currently working to address
these concerns, and believes that a solution that is
technically and politically satisfactory is achievable within
the Kyoto timeframe.

Iv. Emissions trading and Joint Implementation

The United States believes commitments adopted in Kyoto
must be structured so as to allow Parties flexibility to
achieve their emissions target as cost-effectively as
possible. It is critical that provisions for international
greenhouse gas emissions trading and joint implementation be
included in the Kyoto agreement in order to meet the new
commitments at the lowest cost.

N . c s . . o .
?gf%n%f%Qﬂ5*——?m15519%57155??ng*—i?%ﬂi—lmglg—gntitlgn*

In the U.S. view, some common definitions and d@s?inctions
will help clarify discussions in this area. We envision
emissions trading as applying between Parties that have assumed
a binding target for their greenhouse gas emissions. We
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envision joint implementation as a mechanism to allow credits
for emission reductions between Parties with a targetand
between a Party with a target and a Party without a target.
Activities implemented jointly (AIJ) is a pilot program to
evaluate the viability of project-based reductions in the
absence of targets and without credit. While AIJ will provide
valuable insights for JI, we see no role for a continued pilot
effort beyond the year 2000.

Emissions Trading Among Parties With Targets

The United States believes that the Kyoto agreement should
include provisions for emissions trading among Parties that
have assumed a binding quantified emissions target. This
includes Parties that assume such a target in the Kyoto
agreement, and additional Parties that do so subsequently.
Through emissions trading, such Parties would have the
opportunity to meet their emissions target at the lowest cost.
This is a matter of ensuring environmental gains in the most
cost-effective way.

Trading makes sense when costs of controlling greenhouse
gas emissions differ among Parties. 1In this case, it is more
cost-effective for the high-cost Party to buy a portion of the
emissions budget of the low-cost Party than to undertake those
reductions domestically. This rationalization of emissions
reductions would be strictly voluntary, and would occur only if
both Parties agreed. Under such an approach, the environment
is protected, the high-cost Party saves money, the low-cost
Party is rewarded, and the combined cost of meeting the targets
is reduced.

The United States has had success domestically using
emissions trading substantially to reduce the costs of
complying with clean air standards for acid rain. Experience
with international emissions trading has also been gained under
the Montreal Protocol on Substances that Deplete the Ozone
Layer through its industrial rationalization provisions.

Based on such successes, the United States believes that an
effective and enforceable regime for emissions trading among
Parties with a binding target should be developed and should be
included in the Kyoto agreement. ~ A..number of issues need to be
addressed regarding how such an jnternational regime might be
structured.

Emissions trading, as noted, would .take place only between
Parties that have assumed a binding emissions target. The
target will give each such Party an allowable amount gf
greenhouse gases it can emit during a time period -- 1R other
words, an "emissions budget" for the rg}evant period, expressed

(%
&
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in metric tons of carbon equivalent. In its most basic form,
the emissions trading regime would allow one Party to transfer
(sell or trade) some of its allowable emissions to another
Party. The first Party would then be responsible for meeting
its emissions target, minus the amount transferred. The second
Party would be responsible for meeting its emissions target,
plus the amount transferred.

We anticipate that many Parties will desire to develop
emissions trading further, in order to allow private firms or
other entities within their borders to engage in emissions
trades with counterparts in other nations. In addition to
government-to-government trades and firm-to-firm trades, we can
also envision mixed transactions, in which firms from one Party
buy directly from the government of another Party.

Certain fundamental institutional features are necessary
for Parties that engage in international emissions trading to
ensure that trading is verifiable, efficient, and
environmentally beneficial. These include compatible
mechanisms for accurately measuring, tracking, and reporting
domestic emissions. Parties also must have the means to track
amounts of emissions transferred to or from other Parties, to
reduce or augment their national emissions target accordingly,
and to ensure the integrity of trades undertaken by their
nationals. The United States believes that guidance for these
areas should be developed by and agreed to at COP-3 in Kyoto.

Joint Impl tati

The FCCC Parties have been engaged in discussions of joint
implementation for several years. During this time, support
has grown regarding the value of joint implementation involving
a Party that is subject to an emission target and another Party
that is not (whereby a Party with a target gains credit for
taking actions that reduce emissions in a Party without a
target). Such an approach has the potential to reduce the
first Party's cost of meeting its target, while increasing
investment in and diffusion of technology to the second Party.

The United States believes that the Kyoto agreement should
include the establishment of a joint implementation regime
providing for emissions credits. - Such a regime will encourage
the rapid development and implementation of cooperative,
mutually voluntary projects between partners; encourage private
sector investment and innovation in development and
dissemination of technologies; and provide an incentive through
financial and technical assistance to further the development
of non-Annex I country programs to limit increases in
greenhouse gas emissions.
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In order to realize the potential of joint implementation,
the process of developing criteria, currently underway in the
Subsidiary Body for Scientific and Technological Advice
(SBSTA), must continue. Such criteria will be essential to
ensure that joint implementation becomes a credible and
significant contributor in solving the climate change problem.
The U.S. Initiative on Joint Implementation (USIJI) has been
one of the most successful and aggressive programs in the
development and application of criteria. We intend to remain
active in the further development of criteria (working both in
the domestic context of the USIJI and internationally). We
reiterate our view that criteria development can be completed
prior to the year 2000, in time to include JI credits in
national GHG reduction compliance programs.

We continue to stress the importance of three criteria in
particular: (1) acceptance by the governments of the
participating countries; (2) the importance of the reporting of
data and methodological information with regard to the project,
and (3) the need to insure wadditionality" (i.e., a reduction
in net greenhouse gas emissions as a result of the project).

V. Continuing to Advance the Implementation of Commitments for
All Parties (Article 4.1 Commitments)

Recognition is widespread that the threat of climate change
is a global problem that can only be overcome through global
action. While industrialized countries now account for the
majority of the world's past and current greenhouse gas
emissions, greenhouse gas emissions are growing most rapidly in
the developing countries; emissions there are projected to
exceed those of the developed countries by about 2020. The
Climate Convention, and the Parties (based on their decisions
to date) recognize both realities.

The Berlin Mandate began a process to enable the Parties to
take appropriate action for the period beyond 2000. It
provides for developed countries to elaborate on policies and
measures, and to set quantified emission limitation and
reduction objectives for greenhouse gas emissions. For
developing country Parties, the Berlin Mandate process will not
introduce any new commitments but- calls upon Parties to
reaffirm existing commitments in Article 4.1 and continue to
advance the implementation of those commitments. The Geneva
Declaration from the Second Conference'of the Parties last July
provides that the outcome of the current negotiating effort
should fully encompass the remit of the Berlin Mandate.

Two key points emerge from these documgnts: (1) next §teps
under the Convention must include all Parties, and (2) actions

- 33 -



ultimately taken by developed and developing country Parties
should be appropriately balanced, recognizing the common but
differentiated responsibilities and respective capabilities
noted in the Convention and upheld both in the Berlin Mandate
and the Geneva Declaration.

To date, all Parties have been making progress toward
implementing their commitments under the Convention, including
those related to the submission of first national
communications under Article 12. Through the U.S. Country
Studies Program, we are aware that many developing countries
are already far along in preparing national inventories of
greenhouse gas emissions and in developing national action
plans. A number of developing countries have also initiated
projects under the Pilot Phase for Activities Implemented
Jointly.

Beyond these current efforts to implement existing
Convention commitments, a wide range of possibilities exist
through which we can "continue to advance the implementation of
existing commitments" as contemplated by the Berlin Mandate.
Much work remains to be done to gauge the level of effort
developed country Parties will undertake pursuant to the Berlin
Mandate. Still, it is not too early to advance our thinking
about the range of possibilities for continuing to advance the
implementation of existing commitments, recognizing the need
for all Parties to take action.

National C {cati Polici i M

While the Parties have adopted guidelines for the
preparation of initial communications from developing
countries, they have yet to consider options for reviewing
those communications. Such a review process could include
systematic efforts to assist developing country Parties in
identifying and implementing no-regrets and cost-effective
options for mitigating greenhouse gas emissions.

The review could seek to identify key sectors and
technological options within them. It could also consider the
possibilities for promoting voluntary agreements with industry
aimed at identifying and encouraq1ng the implementation of "no
regrets"” measures. Partnership agreements have proven highly
effective in the United States at enllstlng private sector
support for mitigating greenhouse gas emissions, and in helping
to capture efficient emissions reductions opportunities that
are otherwise obstructed by market barriers.

In addition, we could explore various means through which

Parties could obtain both the know-how and the technology
needed to implement the options identified.
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Next Steps

Beyond these kinds of efforts, we could consider developing
guidelines for revising the Convention Annexes (that establish
which Parties assume which commitments under the Convention,
and for considering how better to reflect the common but
differentiated responsibilities and capabilities of Parties.

In our view, as countries develop to -- and beyond -- a certain
point, they must graduate to assume responsibilities
commensurate with their development. The present groupings do
not reflect dynamic changes in the world that have occurred
since 1992 and that will only accelerate in the future.

Another option would be to consider agreeing in the context
of the Berlin Mandate negotiations on further negotiations to
establish a specified date in the future by which all Parties
would be expected to have quantitative commitments with respect
to their greenhouse gas emissions. Two variables might also be
considered. First, the date need not be the same for all
Parties —- we could envision a schedule for phasing in
quantitative commitments. Second, the nature of the
quantitative commitments need not be the same for all Parties
—— we could also envision establishing different levels of
commitment based on various factors, including levels of
development. It would be important to consider carefully the
mandate for these negotiations, including when they could
begin, when they would conclude and what results should be
anticipated.

As noted, the range of possibilities is very wide. It
represents a kind of continuum beginning with modest efforts,
but potentially extending to those which would bring us '
significantly closer to a truly global response and to the
Convention's ultimate objective. It is as yet too soon to
determine precisely where along this continuum we should strive
to reach as part of the Berlin Mandate process. Inevitably,
this will depend in large measure on the level of action that
developed countries are prepared to undertake, and it is not
yet clear what that level will pbe. Still, in our view, it is
not too early to think boldly about the possibilities and about
how best to position ourselves for the future, recognizing that
the steps we take in Kyoto will represent only a second
milestone along a much longer path toward the Convention's
ultimate objective.

VI. Compliance
The U.S. has called for a binding target both to promote a

realistic negotiation and to promote compliance with thg
result. The question is what other elements should be included
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in the compliance regime, recognizing that, on the one hand,
effective compliance is important for both environmental and
economic competitiveness reasons and, on the other hand, that
too stringent a compliance regime could result in vague
commitments and/or scare off countries from joining the
agreement.

Several categories of elements could promote compliance;
they are discussed below.

Structure of commitments

In terms of the target, as a matter of drafting, it needs
"to be articulated as clearly and quantitatively as possible; as
a matter of substance, it should be as objectively measurable
as possible. In terms of commitments to advance implementation
of Article 4.1, these should, ideally, also be as specific as
possible. The desire of developing countries for flexibility
could be met by providing flexibility in the choice of
implementation options rather than by vague, heavily qualified
commitments (such as those in the current Convention).

: taini 1

Ascertaining compliance will involve a combination of:
requirements on parties to monitor and report on their
emissions; and an international mechanism to verify such
monitoring/reporting. The Convention's current obligations
regarding national inventories, national communications, and an
international in-depth review process are an excellent basis.
The new agreement may require strengthened national and/or
international mechanisms. (For example, parties bound by the
target could be required to have in place a domestic emissions
monitoring system, at a minimum for CO2, at a minimum for
specified sources.) There will also be a need to promote
uniformity of measurement.

S ti imp1 tati

Particularly in terms of developing country performance,
the availability of sources of technical assistance (such as
systematic support for efforts to.develop national action
plans) and expanded programs aimed at developing, diffusing and
- deploying climate-friendly technologies could be effective in
promoting compliance.

Dispute settlement
The current Convention allows any party to challenge

another party's compliance with its obligations before a
neutral third party, with a recommepdatqry result. (Parties
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can opt for a binding result, but it is not required.) Whether
this system would suffice for the new agreement, or whether it
would need to be enhanced needs to be considered, taking into
account, among other things, the extent to which the target is
clear and objectively measurable (which is not currently
known). Ways to enhance the system include, for example,
requiring the issuance of binding judgments or specifying
particular consequences flowing from a binding judgment of
non-compliance.

Additionally or alternatively, the dispute settlement
system could be supplemented by a multilateral consultative
process, akin to that being developed under the current
Convention. Unlike dispute settlement, such a process is
considered non-adversarial in that implementation issues can be
raised without asserting an actual treaty violation; the
parties, rather than third parties, consider issues; and it is
multilateral rather than State-against-State.

Non-parties

Development of a compliance regime regarding a global issue
also requires consideration of how to deal with non-parties
(the so-called "free rider* problem), so that the environmental
objective of the agreement is not undermined. Ways to seek to
minimize the non-party problem include: the provision of
positive incentives for countries to join the regime (for
example, assistance, differentiated obligations, other
participatory privileges); through an entry into force clause
that requires ratification by countries that account for a
particular percentage of global emissions of greenhouse gases;
and/or the use of measures against non-parties.
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