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I \CABINET-IN-CONFIDENCE Copy No. 55JH96/0134/CAB4 June 1996CABINET MINUTESubmission JH96/0134 CLIMATE CHANGE : APPROACHTO INTERNATIONAL= __ =_ I == NEGOTIATIONS1. The Cabinet
noted that the Second Conference of the Parties to theFramework Convention on Climate Change (‘the Convention’) would be held inGeneva from 8 to 19 July 1996. l2. The Cabinet agreed that: _(a) Australia’s overall
objective in climate change negotiations should beto safeguard our national trade and economic interests while advancingcompatible outcomes that are enviromnentally and economicallyeffective;(b) as a party to the
Convention, and consistent with the Convention’sultimate objective, Australia:(i) supports the need for effective global action on climate change;and(ii) recognises the importance of the Second Assessment Report ofthe
Intergovermnental Panel on Climate Change:(c) in relation to sub-paragraph (b)(i) above, Australia resist attempts tohave the second Conference of the Parties to the Convention decide onspecic levels of atmospheric
concentrations of greenhouse gaseswhich would constitute “dangerous interference with the climatesystem”;(d) Australia give effect to interpreting the Convention’s current impliedtarget in light of Australia’s specic national
circumstances by early1997; andInns docurnent IS tne property of tne Australtan Government and Is not to be copied or reproducedCABINET - IN - CONFIDENCE



CABINET- IN -CONFIDENCE(e) in the Berlin Mandate negotiations, Australia should restate itscommitment to the Berlin Mandate and actively pursue an outcome- which:(i) would not involve Australia taking action which
would have netadverse economic impacts nationally or be detrimental toAustralia’s trade competitiveness;(ii) does not contain targets which are legally binding;(iii) applies to the shortest possible time rame (2005, or failing
that,2010);‘ (iv) covers all greenhouse gases, all sources of emissions and sinks;(v) provides for equitable burden sharing among Annex I parties tothe Convention through differentiated targets;(vi) does not specify
mandatory or intemationally co-ordinatedpolicies to limit greenhouse gas emission measures or includethem in the outcome of the negotiations in a way which couldprovide the basis for trade discrimination;(vii) on
developing cotmtry commitments:(A) provides for further negotiations on greenhouse gas emission. limitation or reduction commitments which would apply toall parties to the Convention, consistent with their
individualcircumstances and their development needs;“ (B) includes strong endorsement of Activities ImplementedJointly; and(C) does not make implementation of the commitments ofdeveloping coimtries contingent on
developed countriesproviding nancial resources beyond those alreadycommitted under the Convention; and(viii) does not derogate from the provisions of existing internationalagreements (in particular General Agreement
on Tariffs andTrade/World Trade Organisation).JH96/0134/CABThis document is the property of the Australian Government and is not to be copied or reproducedC/\BINET— IN - CONFIDENCE



‘ CABINET-lN—CONF|DENCE3. The Cabinet also agreed that, during the Berlin Mandate negotiations:(a) Australia would need to position itself to allow Cabinet to decide, ifnecessary, that Australia’s interests would be
best protected by shiingfocus from pursuing the objective set out in sub-paragraph l(e)(v)above to minimising the impact of a uniform target applying to each ofthe Annex I parties to the Convention by pursuing caveats
which wouldallow differences in individual cotmtry circumstances to be recognisedin the interpretation of such a target;(b) with reference to the objective set out in sub-paragraph l(e)(vi) above,Cabinet would be ready to
consider specic policies and measures tolimit greenhouse gas emissions, which emerge in the negotiations, forinclusion in the Berlin Mandate outcomes, only if it could bedemonstrated that such inclusion would not have an
adverse impact,directly or indirectly, on Australia’s economic and trade interests;(0) in order to prepare for any future policy decisions on our intemationalposition on climate change the Minister for Foreign Affairs,
theMinister for the Environment and the Minister for Resources andEnergy develop an approach to provide the Australian community withinformation relevant to Australia’s special circumstances, our nationaleconomic
interests, our enviromnental initiatives that will assist inaddressing greenhouse gas concentrations and the unfair burdens thatuniform legally binding targets may impose on Australia; and(d) the Minister for Foreign Affairs,
the Minister for the Environment andthe Minister for Resources and Energy review and update the inventorydata which supports Australia’s National Greenhouse ResponseStrategy, and report to Cabinet in due course on
the outcome of thereview.4. The Cabinet noted that:(a) a further Submission for Cabinet consideration would be broughtforward jointly by the Minister for Foreign A'airs, the Minister for theEnviromnent and the Minister for
Resources and Energy asnegotiations progress, should Cabinet need to consider modifyingAustralia’s negotiating approach; andJH96/0134/CABThis document is the property of the Australian Government and is not to be
copied or reproducedCABlNET- IN -CONFIDENCE



 , ._ CABINET-IN-QONFIDENCE(b) the outcome of the Review of the National Greenhouse ResponseStrategy has important implications for Austra1ia’s domesticgreenhouse perfonnance and Australia’s position in
international\ climate change negotiations.\Secretary to CabinetJ H96/0134/CABThis document is the property of the Australian Government and is not to be copied or reproducedCABlNET- IN - CONFIDENCE



CABINET-IN-CONFIDENCEJH96/0134Submission No. ............... ..-   CopyNo. .............. ..anc ~litleMinisterPurpose/IssuesProgramContextRelation toexisting policySensitivity/CriticismLegislationinvolved?QM;ri
ical/significantdatesGultation: inisters/Deptsconsuhed- ls thereagreement?- Evaluationstrategy agreed?Timing/handling ofannouncementCost:. This fiscal year. year 2. year 3. year 4CLIMATE CHANGE: APPROACH TO
INTERNATIONAL NEGOTIATIONSThe Hon. Alexander Downer MP, Minister for Foreign Affairs; Senator the Hon. Robert Hill, Minister for theEnvironment; Senator the Hon. Warwick Parer, Minister for Resources and
Energy.To seek Cabinet agreement to Australia’s approach to intemational negotiations on climatechange, particularly in respect of the key issues expected to arise at the Second Conferenceof the Parties (COP2) to the
United Nations Framework Convention on Climate Change, tobe held in Geneva from 8 to 19 July.DEST 1.1 Climate Chan eDFAT 1.7 Global issues Q hr \® ®\\ rs2 Qzéir‘ s st»DPIE 2.4 EnergyPre-election policy statement
on the environment: "SavWilli?e“ itsFi'§\‘i!Il‘l5i1st?oi!“N -%\’\ $6 Fe‘Ia \>$5\ 9% _'_'7_~O  , \ \ r - ,a'”80 Li) 99Australia’s position on climate change issues is sensitive for States and Territories,Australian industry,
environmental groups and developing countries (in particular Pacicisland countries).No.Decision by Cabinet required to allow preparation of brieng for the Australian delegationto the Second Conference of the Parties to the
Framework Convention on Climate Changeto be held 8 -19 July 1996.Attomey-General’s Department, Commonwealth Scientic and Industrial ResearchOrganisation, Department of Finance, Department of Health and
Family Services,Department of Industry, Science and Tourism, Department of the Prime Minister andCabinet, Department of Transport and Regional Development, the Treasury.Yes - full comments at Attachment Q.n.a.No
announcement anticipated. However, attention will need to be given to development ofa media strategy and presentation of Australia’s position for COP2 and beyond.nilnilnilnilThis document is the property of the Australian
Government and is not to be copied or reproducedCABINET-IN-CONFIDENCE



CZABINET-IN-CONFIDENCEBACKGROUNDIn June 1992, Australia signed the UN Framework Convention on Climate Change ("theConvention") and Australia ratified it in December 1992. The Convention entered into
force inMarch 1994. The ultimate objective of the Convention is to stabilise greenhouse gas (GHG)concentrations in the atmosphere at a level that would prevent "dangerous anthropogenicinterference" with the climate
system. Attachment B outlines the Convention and Australia’s pastapproach.2. The Convention’s principal commitments for "Annex I parties" (developed countries andeconomies in transition) are to adopt policies and
measures to reduce GHG emissions, with the aimof returning to 1990 levels by 2000, subject to economic caveats that are of significance toAustralia. Australia is meeting these commitments through the National
Greenhouse ResponseStrategy (Attachment C). DEST/DPIE projections suggest that, with all current measures in place,Australia’s emissions are likely to be about 6% above 1990 levels by 2000, although
availablemethodology does not allow precise estimates. Most Annex I countries are also not expected toachieve the target (Attachment D).3. Australia’s participation in the Convention has been predicated on our accepting
thathuman-induced climate change is a long tenn and global problem requiring action by all countries.Additional action to curb emissions by Annex I countries only, while having value in demonstratingthat developed
countries are taking the lead, will be of limited effect in addressing the globalproblem of climate change. This is indicated by the fact that developing country emissions willsoon exceed those of the OECD countries and are
increasing rapidly (Attachment N, page 71). Therecan be no effective global response to climate change without the progressive involvement ofdeveloping countries in emissions reduction activities, so this should be a key
strategic objective forAustralia.4. The rst Conference of the Parties (COP1) took place in Berlin in March-April 1995 andmandated negotiation of a new set of post-2000 (up to 2020) commitments for Annex I parties butno
new cormnitments for developing countries. Australia held out for additional developingcountry commitments until it was isolated. For features of the "Berlin Mandate" see Attachment E,and a detailed commentary,
Attachment F . Negotiations centre on new targets for emissionreductions by Annex I countries and a possible set of coordinated and/or mandatory policies andmeasures.5. These negotiations will have major implications
for Australia’s environmental, social,economic, trade and international relations interests (Attachments G H and I). Australia’scontinued engagement and taking an effective role in these negotiations offer the best chance
todefend these interests.ISSUES6. The next Conference of the Parties (COP2), to be held in Geneva from 8 to 19 July 1996, isexpected to initiate substantive negotiations under the Berlin Mandate on a new legal
instrument tobe adopted at COP3 in the second half of 1997. COP2 is likely to produce a consensus MinisterialStatement that could well narrow down negotiating options. COP2 will also be giving the Parties’response to
the recently released Second Assessment Report (SAR) of the Intergovemmental Panelon Climate Change (IPCC). The SAR updates climate change science. The short time frame to COP3to deal with a complex set of
issues means there will be considerable pressure for simple solutionsand little room for manoeuvre.CABINET-IN-CONFIDENCE



C3ABlNET-IN-CONFIDENCE7. COP2 will be a critical meeting because Australia can expect to be under pressure from the US,European Union (EU), most developing countries (including Pacific island countries)
andenvironment groups to agree to develop legally binding targets and timetables for developedcountries to reduce GHG emissions within the 2000-2020 time frame. The EU will also exert strongpressure for agreement to
be reached on developing a set of mandatory policies and measures to beapplied by all developed countries. This would narrow Australia’s options considerably andpreclude pursuit of some important objectives. Features
of key country positions are atAttachment J.Implications of scientific knowledge on climate change8. The IPCC SAR states, for the rst time, that the balance of evidence suggests a discerniblehuman inuence on global
climate. The SAR also states that given the projected growth inatmospheric concentrations of GHGs, interference with the climate system will grow in magnitude,so that the likelihood of adverse impacts from climate change
that could be judged ‘dangerousinterference’ (in the sense used in the Convention) will become greater (see Attachment K).9. The SAR does not specify what level of atmospheric GHG concentrations constitutes
dangerousinterference. The IPCC considers that this judgement is ultimately a matter for decision by policymakers. The SAR states that scientific uncertainties remain which are relevant to this judgement.10. Pressures can
be expected at COP2 for a political decision on what specic level constitutesdangerous interference and to specify appropriate paths to stabilisation short of such an atmosphericconcentration. Such a decision would have a
major inuence on negotiations on targets andtimetables and on policies and measures. Australia should resist such pressures as premature,noting that the Convention’s Subsidiary Bodies have requested the IPCC to
provide more specificinformation.l 1. Nevertheless, the SAR presents a strong message to countries about the importance ofeffective global action to reduce GHG emissions. It will be essential for our credibility in
thenegotiations that at COP2 Australia maintains its support for the SAR’s ndings and adds its weightto the need for effective global action to address the threat of climate change.Targets and timetables12. The current
commitments of developed countries to implement unspecified policies andmeasures with the aim of retuming emissions to 1990 levels by 2000 are subject to a number ofcaveats. These include taking account of
differences in countries’ starting points, economicstructures and resource bases, and the need to maintain strong and sustainable economic growth.However, the political reality is that all attention is concentrated on
whether or not countries willmeet the ‘implied target’. The caveats provide scope for countries to interpret unilaterally the targetin light of their national circumstances, and several Annex I countries have done so (Attachment
L).The principle of interpreting Australia’s implied target in light of our specific nationalcircumstances should be endorsed and work undertaken to give effect to this by early 1997. In thiscontext, Australia will be well placed
to argue a good performance in working towards meeting theimplied target.Form of post-2000 targets and timetables13. While the Berlin Mandate allows other options, the focus of the major players is exclusivelyon targets
and timetables. To oppose targets and timetables at this stage would marginaliseAustralia and render us ineffective in pursuing our interests. A number of specific proposals on,CABINET-IN-CONFIDENCE



C:\BlNET-IN-CONFIDENCEand possible approaches to, targets and timetables have been advanced in the negotiations(Attachment M). These include the long-standing uniform target proposal by the Alliance of
SmallIsland States (AOSIS) for all Annex I countries to reduce carbon dioxide emissions by 20% relativeto 1990 emissions by 2005. Other specific proposals involve uniform emission reductions from1990 levels of 5% to
20% by 2005 or 2010. (ABARE projections indicate that Australian emissionsfor the energy sector - which account for over half our total emissions - are projected to be morethan 30% above 1990 levels by 2010. Any
reduction in net GHG emissions, allied with continuedGDP growth, will only occur if the GHG-intensity of Australia’s economy falls over time. TheGovemment’s National Vegetation Initiative offers an opportunity to reduce
emissions signicantlyassociated with land management.)14. Uniform targets would generally impose signicantly higher costs on Australia than on otherOECD economies. This is due to the structure of our economy, the
composition of our trade, ourhigh rate of underlying emissions growth and our relatively high per unit cost of reducingemissions. An attempt by Australia to curb emissions growth by implementing measures whichhave net
economic cost could have adverse trade impacts, erode our comparative advantage inenergy intensive industries and encourage them to move offshore to developing countries notsubject to similar commitments.15.
Australia has argued that a uniform target approach is inequitable. We have advanced analternative "equitable burden sharing" approach (Attachment N) aimed at implementing theConvention’s caveats by developing
equity rules that can be applied to all parties as a basis onwhich to differentiate individual countries’ targets (assessed according to such factors ascost-effectiveness, capacity to pay, rates of population growth and
emissions embodied in trade).This approach would have all OECD countries bearing similar costs in reducing emissions. It wouldalso enhance the Convention’s viability over the long term by facilitating the gradual and
equitableassumption of emissions commitments by developing countries.16. However, our position has attracted little support, because of the difculty of agreeing onspecification and measurement of costs for arriving at
differentiated targets for each Annex I party,and would result in no advantage for the EU and disadvantage the US. The EU, US and manydeveloping countries are likely to form a ‘critical mass’ in favour of a uniform target
approach andsome will want to make it legally binding. The uniform target proposals on the table are expectedto remain a key focus for negotiations on developed country targets and timetables.Negotiating strategies for
targets and timetables17. An outcome involving differentiated targets is probably not achievable by COP3. Even so, itwill be important for Australia to position itself by continuing to advance arguments fordifferentiation to
demonstrate that Australia’s national circumstances are different to other OECDcountries’ while making clear that Australia is prepared to make a fair and equitable contribution.This should be done in a way which allows us
to shift focus to minimising the impact of a uniformtarget. We would do this by building on equity principles to provide sufficiently strong caveats toallow differences in individual country circumstances to be recognised in the
interpretation of sucha target, and working with like-minded countries to build coalitions.18. The member states of the EU currently have, under the Convention, the benefit of an internalburden sharing arrangement in
meeting the Convention’s current target, and they expect this tocontinue. To ensure effective engagement of the EU in equity issues, Australia should developstrategies to place pressure on the EU in the negotiations. We
should resist the rolling-over of theCABINET-IN-CONFIDENCE



CEABINET-IN-CONFIDENCEintemal burden sharing provision into the Berlin Mandate outcome unless there is equitable burdensharing for all Annex I parties, or the outcome includes the caveats described in paragraph
17.19. In light of the uncertainties about the nature and impact of the target and the effectiveness ofthe caveats achievable, Australia should also pursue an outcome that is not legally binding andapplies to the shortest
possible time frame (i.e. 2005, or failing that, 2010).Policies and measures20. Some countries (in particular the EU) are advocating common or coordinated implementationof a set of policies and measures by OECD
countries (Attachment O). The Berlin Mandate allowsfor these options and it could be argued that internationally coordinated implementation of policiesand measures might carry benets where specific policies and
measures would not be implementedunilaterally by countries due to trade competitiveness or other economic concems. To beacceptable, proposals for mandatory or coordinated policies and measures must satisfy
thefollowing: be compatible with Australia’s economic and trade interests; be essential for theeffectiveness of the policy or measure; and be critical to target achievement. More work needs tobe done internationally before
inclusion of specic policies and measures can be considered andanalysis of options should span all sources of emissions and sinks for GHGs. This work will not becompleted before the conclusion of the Berlin Mandate
negotiations.21. Inclusion of policies and measures in the manner proposed by the EU would raise signicanttrade policy concerns. Implementation of these measures by other Annex I parties could: haveadverse effects on
Australia’s trade interests; discriminate against products from non-participatingcountries; be an important precedent for other environment agreements; and over time couldundermine the effectiveness of the WTO’s non-
discrimination obligations. Different nationalcircumstances of Annex I countries mean that the effectiveness and economic impact of specicpolicies and measures will vary between countries. Australia’s highly carbon-
intensive economyrelative to other OECD countries means that policies and measures suitable for economies withlower levels of carbon intensity (e.g. a carbon tax) could have more severe adverse economiceffects if
implemented in Australia.Negotiating strategies for policies and measures22. Australia should only be prepared to consider inclusion of policies and measures in the BerlinMandate outcome if it can be shown that such
inclusion would not have an adverse impact, directlyor indirectly, on Australia’s economic and trade interests. Accordingly, Australia should work foran outcome that does not specify either mandatory or internationally
coordinated policies andmeasures, but provides for further analysis and possible future negotiations. The outcome shouldallow individual countries to choose, in the context of meeting their emissions targets, the policiesand
measures most suited to their national circumstances.23. A major review of the National Greenhouse Response Strategy is under way. It is essentialthat the revised Strategy constitutes an effective and internationally
credible set of policies andmeasures taking account of opportunities and constraints for domestic action in Australia’senvironmental, economic and trade circumstances.Advancing the implementation of developing country
commitments24. A priority in Australia’s approach should be getting developing countries to undertakeemission reduction commitments as soon as is feasible (Attachment P). To this end, there should beseparate provision
for further negotiations beyond the Berlin Mandate on GHG emissionCABINET-IN-CONFIDENCE



CABIN ET-IN-CON FIDENCE. _ 6 _commitments applying to all parties, including developing countries. In preparation for this,Australia should work to ensure the COP3 outcome includes strong endorsement of
ActivitiesImplemented Jointly (AII - where countries agree to cooperate in emission mitigation projects withthe aim of increasing the cost-effectiveness of the overall global mitigation effort). This shouldencourage the pilot
phase and provide a solid basis for developing the AIJ concept. However, thereis no possibility that Annex I countries will receive credits for emission reductions under AIJ in thecontext of the Berlin Mandate outcome.25.
The Convention commits developed country parties to provide nancial resources todeveloping countries to assist them in implementation of their commitments. Australia’scontributions to the Global Environment Facility
satisfy these obligations. Advancing theimplementation of corrnnitments by developing countries through the current negotiations shouldnot be contingent, as some developing countries have sought to make it, on
developed countriesproviding additional financial resources beyond those to which they are already committed underthe Convention.SENSITIVITY / CRITICISM26. Climate change issues are one of the highest priorities for
environmental groups. The BerlinMandate outcome has signicant potential to affect Australian industry. Business organisationsaccept the need to effectively address climate change on a global basis and support equitable
burdensharing, but are strongly opposed to specific targets and timetables. States and Territories will besensitive to the outcome, including the possibility that a legally binding outcome could give theCommonwealth
increased authority to legislate on environmental issues. There are particularsensitivities on climate change issues in our relations with Pacic island countries.RECOMMENDATIONS27. We recommend that Cabinet agree
that:(a) Australia’s overall approach to climate change negotiations be based on theconsiderations set out in 'Attachment A(b) as a party to the Framework Convention on Climate Change, and consistent with
theConvention’s ultimate objective, Australia supports the need for effective global action onclimate change and recognises the importance of the Second Assessment Report of theIntergovemmental Panel on Climate
Change(i) Australia will resist attempts to have the second Conference of the Parties to theConvention decide on specic levels of atmospheric concentrations of greenhouse gaseswhich'would constitute "dangerous
interference with the climate system";(c) Australia should give effect to interpreting the Convention’s current implied target inlight of our specific national circumstances by early 1997; and(d) in the Berlin Mandate
negotiations, Australia should restate its commitment to the BerlinMandate and actively pursue an outcome which:(i) would not involve Australia taking action which would have net adverse economicimpacts nationally or be
detrimental to Australia’s trade competitiveness;(ii) does not contain targets which are legally binding;(iii) applies to the shortest possible time frame (2005, or failing that, 2010);CABINET-IN-CONFIDENCE



i CABINET-IN-CONFIDENCE. 7 -(iv) covers all greenhouse gases, all sources of emissions and sinks;(v) provides for equitable burden sharing among Annex I parties through differentiatedtargets(A) recognising that this
objective is probably not achievable in these negotiationsand that Australia will need to position itself to allow Cabinet to decide, if necessary,towards the end of the negotiations in circumstances where consensus is
emerging ona uniform target approach, that Australia’s interests would be best protected byshifting focus to minimising the impact of a unifonn target by pursuing caveats toallow differences in individual country
circumstances to be recognised in theinterpretation of any applicable targets;(vi) does not specify mandatory or intemationally coordinated policies and measures orinclude them in the outcome of the negotiations in a way
which could provide the basis fortrade discrimination“ (A) recognising that Cabinet would be ready to consider specific policies andmeasures for inclusion which might emerge in the negotiations if it could bedemonstrated
that such inclusion would not have an adverse impact, directly orindirectly, on Australia’s economic and trade interests;’ (vii) on developing country commitments:(A) provides for further negotiations on greenhouse gas
emission limitation orreduction commitments which would apply to all parties to the Convention, consistentwith their individual circumstances and their development needs;(B) includes strong endorsement of Activities
Implemented Jointly; and(C) does not make implementation of the commitments of developing countriescontingent on developed countries providing financial resources beyond those already0 committed under the
Convention; and(viii) does not derogate from the provisions of existing intemational agreements (inparticular the GATT/WTO).0 28. We recommend that Cabinet note that:(a) further Submissions will be brought forward as
the negotiations progress, should Cabinetneed to consider modifying Australia’s negotiating approach; and(b) the outcome of the Review of the National Greenhouse Response Strategy has importantimplications for
Australia’s domestic greenhouse performance and Australia’s position in theintemational climate change negotiations.IVHNISTER AND DATEThe Hon. Alexander Downer MP, Minister for Foreign Affairs 28 May
1996Senator the Hon. Robert Hill, Minister for the Environment 28 May 1996Senator the Hon. Warwick Parer, Minister for Resources and Energy 28 May 1996CABINET-IN-CONFIDENCE



C§¢\BlNET-IN-CONFIDENCELIST OF ATTACHIVIENTS1A. Fundamental considerations in Australia’s approach to international climate changenegotiationsB. Framework Convention on Climate Change: BackgroundC.
Australia’s domestic response to GreenhouseD. The intemational context of Australia’s perfonnance on emissionsE. Berlin Mandate: BackgroundF. Commentary on the Berlin MandateG. Australia’s national interests:
environmental. H. Australia’s national interests: economic and tradeI. Australia’s national interests: intemational relationsJ. Features of key country positions and negotiating objectivesU K. IPCC Second Assessment Report
and its implications0 P.Q. Coordination commentsapproachIL. Unilateral interpretations of "equitable contribution"M. Negotiating options and proposals: targets and timetablesN. Equitable burden sharing and differentiated
targetsO. Negotiating options and proposals: policies and measuresNegotiating options and proposals: developing countries’ commitments and comprehensiveCABINET-IN-CONFIDENCE



CABINET-IN-CONFIDENCE' - 9 - ATTACHMENT AFUNDAMENTAL CONSIDERATIONS IN AUSTRALIA’S APPROACH TOINTERNATIONAL CLIMATE CHANGE NEGOTIATIONSAs a party to the Convention, Australia
supports its ultimate objective of stabilising"greenhouse gas concentrations in the atmosphere at a level that would prevent dangerousanthropogenic interference with the climate system  within a time frame sufcient to
allowecosystems to adapt naturally to climate change, to ensure that food production is not threatenedand to enable economic development to proceed in a sustainable manner".2. Australia should continue its active
involvement in the intemational climate change agenda onthe basis that any outcome of the negotiations will have major implications for Australia’senvironmental, social, economic and trade interests.3. Our overall objective
should be to advance outcomes that are environmentally andeconomically effective and which safeguard our national trade and economic interests.4. Australia has accepted that climate change is a global problem which
requires solutions to beworked out on a global scale, with action required by all countries if solutions are to be effective.. 5. Given Australia’s unique national circumstances including its highly carbon-intensive,developed
economy, Australia’s special concem should be to ensure that all countries bear anequitable share of the global burden of addressing climate change.CABINET-IN-CONFIDENCE



CABINET-IN-CONFIDENCE‘ - 10 - ATTACHMENT BFRAMEWORK CONVENTION ON CLIMATE CHANGE: BACKGROUNDParties to the Convention are committed to take a range of actions aimed at achieving
theConvention’s ultimate objective of stabilising "greenhouse gas concentrations in the atmosphere at alevel that would prevent dangerous anthropogenic interference with the climate system  within atime frame sufficient to
allow ecosystems to adapt naturally to climate change, to ensure that foodproduction is not threatened and to enable economic development to proceed in a sustainablemanner". All parties have accepted the following key
requirements of the Convention:a. preparation of national inventories of greenhouse gas emissions by sources and removalsby sinks;b. development and implementation of, and reporting on, national programs to mitigate
andadapt to climate change;c. cooperation in the development, application and transfer of technologies, practices andprocesses that control, reduce or prevent emissions of greenhouse gases;d. promotion of sustainable
development and the conservation and enhancement of sinksand reservoirs of greenhouse gases, including biomass, forests and oceans;e. taking climate change considerations into account to the extent feasible in their
relevantsocial, economic and environmental policies and actions;f. promotion of, and cooperation in, research on the implications of climate change andvarious response strategies; andg. development of plans for coastal
zone management, water resources and agriculture, andfor the protection and rehabilitation of areas affected by drought and desertification, as well asoods.2. In addition to these commitments, which apply to all parties, the
Convention also requiresdeveloped countries to take the lead in combating climate change. Countries listed in thet Convention’s Annex I (member countries of the OECD and countries undergoing the process oftransition to
a market economy, i.e. the countries of Eastem Europe and the former Soviet Union)are required to "adopt national policies and take corresponding measures on the mitigation ofclimate change, by limiting [their]
anthropogenic emissions of greenhouse gases and protecting andenhancing [their] greenhouse gas sinks and reservoirs". The Convention allows these parties toimplement these measures individually or jointly with other
parties. While the Convention does notcontain specic targets and timetables, it contains a commitment by Annex I parties to provideinformation on policies and measures they have taken with the aim of meeting the
Convention’simplied emissions target (of returning their greenhouse gas emissions to 1990 levels by the year2000) subject to certain caveats. The caveats detailed in the Convention include differences inparties’ starting
points and approaches, economic structures and resource bases, the need tomaintain strong and sustainable economic growth, available technologies and other individualcircumstances, as well as the need for equitable
and appropriate contributions by each Annex I pattyto the global effort of meeting the ultimate objective of the Convention.3. The text of the Convention leaves many of the details of how to implement the Convention tobe
determined by the Conference of the Parties. The first session of the Conference of the Parties,CABINET-IN-CONFIDENCE



CABINET-IN-CONFIDENCE- 11 - ATTACHMENT Bheld in Berlin in March-April 1995, reached agreement on a range of implementation matters,including:a. a mandate (the "Berlin Mandate") for negotiation of a protocol or
other legal instrumentto strengthen Annex I party commitments for the period beyond the year 2000;b. setting up a pilot phase for Activities Implemented Jointly open to all parties on avoluntary basis. It also decided that
credits would not be allocated during the pilot phase;c. a process of reviewing national communications including an in-depth review process tobe undertaken through visits to Annex I parties by expert review teams; and a
process and timeframe for the preparation of first communications from non—Annex I parties;d. use of either the Intergovernmental Panel on Climate Change (IPCC) Guidelines, ornationally developed guidelines, for
preparation of national inventories of greenhouse gasemissions and sinks;e. the role, functions and tasks of the Subsidiary Body for Scientic and TechnologicalAdvice (SBSTA) and the Subsidiary Body for Implementation
(SBI);f. maintenance of the interim arrangements referred to in Article 21.3, which provides forthe Global Environment Facility (GEF) to act as the interim operating entity of the financialmechanism for the next four years (to
1999); andg. preparation by the Secretariat of an inventory of technology available for transfer todeveloping countries and called for an iternised progress report on measures being taken bydeveloped countries in arranging
for the transfer of technologies to limit emissions.Australia’s Approach4. Australia’s active engagement in international efforts to develop an effective and equitableConvention was driven by the recognition that the effects of
climate change could have signicantadverse impacts on Australia. Australia’s long coastline and its predominantly coastal settlementpatterns, high biological diversity and the variable climate on which our agricultural sector
depends,combine to make Australia potentially vulnerable to the possible impacts of global warming.5. At the same time it was recognised that Australia could be vulnerable to the economic effectsof some policies which
could be adopted internationally to counter the threat of climate change.Factors making Australia sensitive to the impact of intemational climate change policy responsesinclude: Australia’s comparative advantage in fossil
fuel resources and its dependence particularlyon coal in the energy sector; our exports of energy materials and energy intensive products; ourextensive geographical area and its associated transport requirements; and
relatively high rate ofpopulation growth.6. During the negotiations Australia argued for the adoption of targets and timetables linked to acomprehensive approach which addresses all greenhouse gases, sources and sinks.
Australia alsoargued that the Convention should allow for exible, diverse actions appropriate to thecircumstances of each country. Underlying Australia’s approach was the caveat that Australiawould not proceed with the
adoption of response measures which would have net adverse economicimpacts nationally or on Australia’s trade competitiveness in the absence of similar action by majorCABINET-IN-CONFIDENCE



CABINET-IN-CONFIDENCE- 12 - ATTACHMENT Bgreenhouse gas emitting countries.7. At that time, Australia’s assessment of the Convention, in terms of its consistency withprotection and advancement of Australia’s
environmental, economic and trade interests placedemphasis on several key provisions contained in the Convention, including:a. the ultimate objective of the Convention which, in accordance with the relevantprovisions of
the Convention, is to stabilise greenhouse gas concentrations in the atmosphere ata level that would prevent dangerous human interference with the climate system;b. a commitment to taking a comprehensive approach
(i.e. consideration of all greenhousegases, all emissions sources and sinks, and all sectors);c. exibility in the adoption of policies and measures to limit greenhouse gas emissions bytaking account of parties’ starting points
and approaches, economic structures and resourcebases, the need to maintain strong economic growth, available technologies and otherindividual circumstances (the Convention does not specify what policies and
measures partiesmay adopt);d. the generalised obligation, in the assessment and review of the implementation of theConvention, to take into consideration the situation of parties with economies that are highlydependent
on income generated from the production, processing and export, and/orconsumption of fossil fuels and associated energy-intensive products (although how thisconsideration is to be undertaken is unspecified);e. an
undertaking by all parties that measures taken to address climate change, includingunilateral ones, should not constitute a means of arbitrary or unjustiable discrimination or adisguised restriction on international trade; andf.
the eneralised re uirement for arties to take recaution measures to antici ate,g q P P a1'Y Pprevent or minimise the causes of climate change and mitigate its adverse effects.8. Australia signed the Convention on 4 June
1992 on the basis of the following assessment:a. it provided for the initiation of global action on climate change;b. it was broadly consistent with Australia’s economic and foreign policy negotiatingobjectives for the
Convention;c. it contained sufficient safeguards to protect Australia’s economic interests; andd. it was considered that signature of the Convention would enhance our ability to inuencefuture negotiations relating to the
Convention in ways which advanced and protected ourinterests.9. Following advice from Attorney General’s that no new legislation was required to fulfilobligations under the Convention, DEST circulated a paper to NGOs
setting out the implications toAustralia of ratifying the Convention. The Business Council of Australia and the AustralianConservation Foundation agreed to ratification on behalf of respectively the business/industry
andenvironment NGOs. The then Prime Minister wrote to Premiers and Chief Ministers in October1992 announcing the Commonwealth’s intention to ratify the Convention. States and Territoriesexpressed no substantive
objections and Australia ratied the Convention on 30 December 1992.CABINET-IN-CONFIDENCE



CABINET-IN-CONFIDENCE- 13 - ATTACHIVLENT CAUSTRALIA’S DOMESTIC RESPONSE TO GREENHOUSENational Greenhouse Response Strateg3L(NGRS)Australia’s national greenhouse response effort is
essentially contained in the NationalGreenhouse Response Strategy (NGRS), which was agreed by the Council of AustralianGovemments (COAG) in December 1992.2. The key elements of the strategy comprise a set of
general principles; a set of sectoralobjectives and strategies; a phased plan of action; research and analysis; and mechanisms formonitoring and assessing performance.3. Guiding implementation of the strategy is an
interim planning target and an overall goal.4. The interim planning target for Australia, set out in the strategy, is to reduce emissions to their1988 level by 2000 and then further reduce them by 20% by 2005  subject,
however, "toAustralia not implementing response measures that would have net adverse economic impactsnationally or on Australia’s trade competitiveness, in the absence of similar action by majorgreenhouse producing
countries."5. COAG agreed to the following goal for the strategy: "to contribute towards effective globalaction to limit greenhouse gas emissions and enhance greenhouse gas sinks; to improve knowledgeand understanding
of the enhanced greenhouse effect; and to prepare for potential impacts ofclimate change in Australia."6. The strategy notes that govemments agree that "actions in the rst phase will concentrate onthose of a ‘no regrets’
nature, that is those that have net benefits (or at least no net cost) in additionto addressing the enhanced greenhouse effect."7. It is through the NGRS that Australia is meeting - and demonstrates that it is meeting -
itsprincipal intemational obligations under the Framework Convention on Climate Change. Theseobligations are centred on the commitment "to adopt national policies and take correspondingmeasures on the mitigation of
climate change..."Additional Commonwealth action in 19958. In the lead-up to the first Conference of the Parties (COP1) in Berlin in March-April 1995, thethen Commonwealth Govemment announced, in March 1995,
additional measures that it wouldintroduce in an effort to bring Australia’s performance closer to meeting the Convention’s impliedtarget. This set of measures was set out in a statement called Greenhouse 21 C.Emissions
inventory_projections as published in 1994 and 19959. At COP1, Australia reported that a ‘business as usual’ scenario implied a 14% rise ingreenhouse gas emissions over the period 1990 to 2000. The previous
Govemment estimated atthat time that with NGRS measures, this would be reduced to a 7% rise while the additionalGreenhouse 21 C measures would further reduce emissions in 2000 to about 3% above the
1990level.New inventory data for 1990-199410. Revised inventory data has recently been compiled for 1990 and new data has been compiledCABINET-IN-CONFIDENCE



CABINET-IN-CONFIDENCE- 14 - ATTACHMENT Cfor 1991-1994. This material is expected to be published in May 1996.11. All this inventory data uses updated methodologies and global warming potentials (i.e.
themultiplier used to equate the global warming effect of other greenhouse gases to that of carbondioxide). The changed global warming potentials have increased the carbon dioxide equivalentvalues of the other
greenhouse gases, although the new inventory provides a lower total emissionsfigure of 563 million tonnes carbon dioxide equivalent values for 1990. This has come aboutprincipally because of new, lower methane levels
attributed to waste and cattle. Note that in theabsence of better data, the emissions level from land clearing for 1990 (although very uncertain) hasbeen used as an interim value for all years from 1989 to 1994.12. Inventory
data for the years 1991-1994 was not previously available. The data for 1994shows that emissions in 1994 were only 2.3% above those in 1990, which is substantially less thanthe trend previously projected. The
unexpectedly slower growth in emissions was probably in largepart due to the economic down-tum of the early 1990s. However the 1994 data does include theearly effect of a some NGRS measures.Revised projections to
200013. A comprehensively revised set of projections is being prepared for the next NationalCommunication required by the Convention (due in April 1997). Preliminary DPIE/DEST estimatessuggest that greenhouse gas
emissions in the year 2000, taking into account all current measures,may be in the vicinity of 596 million tonnes carbon dioxide equivalent, i.e. about 6% above 1990levels, instead of the 3% estimated in 1995. However, this
still represents a greater than 7%reduction from the ‘business as usual’ scenario (see Graph 1).14. A major reason why this projection is higher than those published earlier is that the effect ofthe one billion trees program is
considered to have been over-estimated, owing to the fact that thegrowth rates of trees used in the earlier calculations are now judged to be too high for the plantingsituations, tree ages and species actually involved. The
high projection comes about despite theslow rate of emissions growth from 1990 to 1994 because of assumed higher economic growth from1995 to 2000.Uncertainties in projections15. There are considerable uncertainties
in projecting greenhouse gas emissions and in estimatingreductions in emissions attributable to response measures. For example, estimates of emissionsfrom land clearing are uncertain by a factor of two. In the absence of
better information, in Graph 1it is assumed that the annual rate of land clearing remains constant out to 2000 at the rate estimatedfor 1990. It is also important to recognise the possibility of other significant systematic errors
inemission factors which are difficult to estimate.16. The projected overshoot of 6% quoted above includes assumptions about the uptake andeffectiveness of measures and, therefore, is indicative only.NGRS review17. The
NGRS is currently undergoing a major review for COAG consideration. As part of thereview process, a rst report, outlining key issues and seeking broad guidance on goals andobjectives will be presented for COAG’s
consideration around July/August 1996. This first reportCABINET-IN-CONFIDENCE



CABINET-IN-CONFIDENCE- 15 - ATTACHMENT Cwould seek COAG advice on the future direction and development of the strategy. The report willaddress such matters as the strategy’s goal, objectives and principles;
the interim planning target;and the nature and content of future response measures.18. Following consultations within and between jurisdictions (including consideration by relevantministers), the final report would be
prepared for COAG in the rst half of 1997. The final report isexpected to put forward detailed proposals for new measures for consideration by COAG.19. There is an important two-way interaction between the ongoing
Berlin Mandate negotiationsand the in-train review of the NGRS. The Berlin Mandate negotiations will inform the continuingdevelopment of the NGRS, while the revised NGRS, to be approved by COAG in the rst half of
1997,is expected to encapsulate emissions reductions agreed by Commonwealth and State governments,and this will inform the development of Australia’s intemational negotiating position.20. The measures arising from
the review process and from other policy processes (e. g. the WhitePaper process concerned with the development of sustainable energy policy) and the ensuing energyreforms, could have some impact on emissions by
2000. However, most of the impact of measuresintroduced in 1996-97 will occur beyond 2000.International context of perfonnance21. There are several aspects relevant to assessing Australia’s performance in an
internationalcontext. While the Convention’s implied target is not legally binding, it has set up a benchmarkagainst which political judgements will be made about the performance of developed countries.22. However, there
are many caveats in the Convention that imply consideration needs to begiven to the particular economic and trade circumstances of countries when assessing performanceagainst the target.23. Taking into account the
many uncertainties in making comparisons between countries’performance, data available from national reports and other sources would suggest that, in terms ofeffort to reduce emissions from a projected business as
usual scenario, Australia comparesfavourably with most developed countries. Some (e. g. Germany and the UK) can meet theConvention’s implied target with a smaller percentage reduction than Australia has actually
made.Estimates at this stage also indicate that most developed countries will fall short of meeting theConvention’s implied target.24. Against the background of the Convention’s commitments and the caveats it
contains,Australia will be well placed to argue a good performance in working towards meeting the impliedtarget. Notwithstanding that, in the political dynamics of the on-going climate change negotiations,the implied target
has become the key test as to whether developed countries have met theirundertaking to take a lead role in climate change mitigation. The extent to which developedcountries’ measure up to this test will have a number of
implications for their ability to inuencedeveloping countries in the negotiations and, in particular, to obtain their agreement to take a moreactive role in adopting response measures. This will be important in drawing in the
newlyindustrialising countries and other major emitters.DPIE projections to 201025. There are uncertainties associated with longer term growth rates in emissions which willCABINET-IN-CONFIDENCE



CABINET-IN-CONFIDENCE- 16 - ATTACHMENT Cdepend on a number of major factors, such as population and economic growth, and expansions inthe energy intensive sectors of the economy. Emissions growth will
also depend on the nature,extent and effectiveness of measures introduced to mitigate emissions.26. In 1995, ABARE published forecasts of energy demand to 2010. Included in this publicationwere forecasts of
greenhouse gas emissions from the energy sector. These greenhouse gas emissionforecasts have been used as a guide in attempting to determine total greenhouse gas emissions to2010. In the 1990 inventory, emissions
from the energy sector accounted for some 53% of totalemissions.27. ABARE’s forecasts of emissions from the energy sector possibly account for some effects ofNGRS measures, but they were developed prior to the
release of Greenhouse 21 C.28. ABARE has projected that greenhouse gas emissions from the energy sector will increase by34% over the period 1990 to 2010. This projection reects a 21% increase from 1990 to 2000
andan 11% increase from 2000 to 2010. These estimates include only projects that were committed orat the nal feasibility stage at the time the ABARE forecast was published. There are, therefore,uncertainties with these
figures. For example, some projects have emerged since the forecast waspublished. In addition, it is likely that new projects would be initiated and commence during theperiod 2000 to 2010. These developments are likely
to increase emissions in the energy sectorabove the ABARE forecasts.29. There are no projections for emissions from other sectors, e. g. agriculture, similar to theABARE energy projections. In order to obtain some idea of
the possible pattem of overall emissionsgrowth to 2010, it is necessary to make assumptions about non-energy emission growth rates. Itcould be assumed, for example, that non-energy emissions might grow at the same
rate as energyemissions (a high scenario) or remain constant (a low scenario).30. Using these scenarios for non-energy emissions and the ABARE projections for energyemissions, it emerges that overall emissions growth
to 2010 could range from 13% to 18% abovethe 1990 level in 2010 (Graph 2). However, the starting point of these calculations is theprojections to 2000, which may be too low if measures are less effective than estimated.
Moreover,the calculations also utilise the 11% energy emissions growth rate from 2000 to 2010, which islikely to be low for the reasons outlined above. The overall growth of emissions could well behigher than the high
scenario depicted in Graph 2.31. Some of the increase in emissions could be offset by new measures as a result of the furtherdevelopment of the NGRS or intensifying current measures. There is some scope for reductions
inmethane over this period. New energy and transport measures, building on the current ones, mightalso contribute. The largest potential contribution could come from reductions in land clearing andthe national vegetation
initiative. Further analysis of the potential reductions, costs, socialimplications and political feasibility of measures would be required before estimates could be made.CABINET-IN-CONFIDENCE
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CABINET-IN-CONFIDENCE- 18 - ATTACHMENT CDEST projections to 201032. Some of the increase in emissions could be offset by new measures as a result of the furtherdevelopment of the NGRS or intensifying
current measures. There is some scope for reductions inmethane over this period. New energy and transport measures, building on current ones, might alsocontribute. The largest potential contribution could come from
reductions in land clearing and theNational Vegetation Initiative.33. It is possible to make some assessment of the potential impacts of key greenhouse responseactions, including those outlined above. Preliminary analysis
suggests that a reduction of up to 15%in emissions on 1990 is achievable by the year 2010. As these measures are largely no regrets andpracticable, it could be feasible to bring 2010 emissions back to the 1990 levels, at
little or noeconomic cost. As with emissions projections, there are uncertainties in this assessment, andfurther analysis of the potential reductions, cost, social implications and political feasibility ofmeasures would be
required before nner estimates could be made.DPIE outlook to 202034. Longer range projections of both emissions and possible reductions are more difficult tomake. In the absence of further response measures,
emissions would continue to rise beyond 2010.There are additional measures that, if introduced in the near future, could have long termimplications for greenhouse emissions, but would ta.ke a decade or more to yield
signicantemission reductions.35. Examples include increasing uptake of renewables, the benets of better urban planning thatreduces personal transport requirements, changes to the vehicle eet, and the much greater use
ofnatural gas (which would probably require construction of a pipeline from major sources such as theNorth West Shelf natural gas fields to south eastem urbanised areas of the continent). Alsosignificant structural change
in the economy could occur over this time frame, possibly lowering theenergy-intensity of the economy.36. As these projections are long tenn and linked to speculative developments, it is difcult toproject even a preliminary
range of estimates with any confidence. These projections would alsorequire further analysis of their potential reductions, costs, social implications and politicalfeasibility.CABINET-IN-CONFIDENCE
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CABINET-IN-CONFIDENCE' - 20 - ATTACHMENT EBERLIN MANDATE: BACKGROUNDThe business of the first Conference of the Parties (COP1), held in Berlin from 28 March to7 April 1995, was the review of the
adequacy of current mitigation commitments under Articles 4.2(a) and (b) of the Convention (i.e. only Annex I parties’ commitments). There was generalagreement that these commitments were inadequate to achieve the
ultimate objective of theConvention (to stabilise global greenhouse gas concentrations in the atmosphere at a safe level).2. COP1 agreed to a mandate for negotiation of a legal instrument by as early as possible in
1997,with a view to adopting the results at the third session of the Conference of the Parties, to strengthencommitments of Annex I parties (OECD and Eastern Europe) under the Convention. The main aimsof the Mandate
are:a. as a priority, elaborate policies and measures for Annex I parties (para 2 (a) of the BerlinMandate);b. as a priority, set quantied emission limitation and reduction objectives (in other words‘targets~’) for Annex I parties,
within specified timeframes, such as 2005, 2010 and 2020 (para2 (a) of the Berlin Mandate);c. reaffirmation and continued advancement of the implementation of parties’ existingcommitments in Article 4.1 of the
Convention, including non-Annex I parties (para 2 (b) of theBerlin Mandate);d. consideration of coordination among Annex I parties, as appropriate, of relevanteconomic and administrative instruments (para 2 (d) of the
Berlin Mandate);e. consideration of scientic information and relevant technical, social and economicinformation (para 3 of the Berlin Mandate);f. analysis and assessment to identify possible policies and measures for Annex
I partiesand to identify environmental and economic impacts with regard to targets and timetables suchas 2005, 2010 and 2020 (para 4 of the Berlin Mandate); andg. consideration of the AOSIS draft protocol and other
proposals and documents submitted tothe Berlin Mandate process (para 5 of the Berlin Mandate).3. The Mandate states that the negotiating process will not introduce any new commitment fordeveloping countries (non-
Annex I parties). It reaffirms their existing commitments under Article4.1 of the Convention. The Mandate does not, however, go as far as some countries (includingAustralia) were seeking. We wanted a mechanism for the
gradual involvement of developingcountries, which will be necessary to achieve a genuinely effective global response on climatechange. Emissions from the rest of the world already exceed those of OECD countries and
areprojected to increase significantly.Australia’s acceptance of the Berlin Mandate4. Australia’s position at COP1 was that parties should agree on a mandate for negotiations andthat all options should be on the table as a
basis for negotiations and, in order to achieve a genuineeffective global response on climate change, that these options should not be limited to Annex Icountries. Australia also argued that any mandate for further
commitments should be based on theCABINET-IN-CONFIDENCE



CABINET-IN-CONFIDENCE- 21 - ATTACHMENT Eprinciples currently contained in the Convention.5. The COP1 negotiations were characterised by intense and high profile differences betweendifferent country groupings
and coalitions, each with its own particular objectives and different setof interests. The OPEC countries did not want new negotiations to start and sought to derail theprocess.6. Other key countries within the developing
country group (G77 plus China), particularly theincreasingly signicant greenhouse gas emitting countries such as China and India, argued forachievement by all Annex I parties of the Convention’s existing implied
stabilisation target beforeany consideration could be given to the issue of developing country mitigation commitments.These countries maintained that the OECD share of historical and present emissions placed theprimary
onus on OECD countries to curb their greenhouse gas emissions. They worked hard withinthe developing country group to ensure that there would be no new commitments applying to themas a result of the mandate
negotiations.7. Island developing countries, including the Pacific Island Countries (PICs) who belong to theAlliance of Small Island States (AOSIS) sought adoption of their draft protocol which would requireAnnex I parties to
reduce their emissions of carbon dioxide to 20% below 1990 emissions by theyear 2005, together with specific targets and timetables to limit or reduce other greenhouse gases.8. Led by India, a majority of developing
countries split the G77 from OPEC (which was leftisolated) to support a mandate for further commitments byAnnex I countries to apply post-2000,provided the mandate explicitly ruled out the possibility of any new
commitments by developingcountries. The EU supported a mandate for negotiations on this basis.9. This left other developed countries in a minority seeking something more than this fromdeveloping countries in the
mandate, including recognition that developing countries should beinvolved in new mitigation commitments, or at least for the mandate not to exclude that eventuality.Along with Australia, the strongest proponents were the
United States, Canada and Japan.However, in the face of extreme political pressure, these countries accepted the developing countryposition. This resulted in Australia being isolated on the issue of securing a greater level
ofcommitment by developing countries in the next phase of action towards achieving theConvention’s ultimate objective.10. The decision that Australia could accept the Berlin Mandate was taken in light of the fact thatthe
delegation had pushed as far as was feasible on the issue and was not supported in the finalinstance by any other country. As such it represented the best result possible in the circumstances.The additional critical factors
were that the delegation had secured a good outcome which protectedAustralia’s interests in respect of the other elements of the Mandate, which protected Australia’sother interests and a positive outcome on activities
implemented jointly.11. The provisions of the Mandate goveming negotiation of Annex I country commitmentsaccorded with Australia’s objectives. They provide guidance for elaboration of policies andmeasures, and
quantified limitation and reduction objectives within specified timeframes such as2005, 2010 and 2020, taking into account a range of factors which are critical to Australia. Theseinclude taking into account differing starting
points of developed countries, their different economicstructures, and the need for equitable and appropriate contributions by these countries. Thiselement of the Mandate has provided Australia with a basis to argue for
specific provisions in theCABINET-IN-CONFIDENCE



CABINET-IN-CONFIDENCE- 22 - ATTACHMENT Eoutcome which "operationalise" or give practical effect to these factors and considerations whichare recognised (but not given practical effect) in the Convention as part of
the new set of Annex Icountry commitments.Ad Hoc Group on the Berlin Mandate (AGBM)12. COP1 also established a separate body for the negotiations, designated the "Ad Hoc Group onthe Berlin Mandate".13. The
AGBM has met three times, with the main focus on analysis and assessment work tounderpin the substantive negotiations and inputs to the negotiations. The meetings have addressedthe scientic and analytical work
necessary for the negotiations and examined negotiating optionsand proposals for elaborating policies and measures - e. g. measures in the transport, energy,industrial and agricultural sectors - and to setting emission
objectives (in other words ‘targets’) tostrengthen the commitments of Annex I parties.14. The AGBM is drawing on inputs from intergovernmental bodies, such as theIntergovemmental Panel on Climate Change (IPCC), the
Organisation for Economic Cooperationand Development (OECD), and the Intemational Energy Agency (IEA), as well as national inputs.This has been aimed at providing for the full range of inputs to be considered in the
analysis andassessment process (i.e. both top down modelling work and sectoral specific work being carried outinternationally and at the national level examining the impact and effectiveness of policies andmeasures).15.
However, analysis and assessment of the full range of options and impacts has been regardedby some as holding up the commencement of substantive negotiation, leading to pressure to moveto a more limited range of
options for negotiating targets and approaches on policies and measures.16. The European Union (EU) has staked out a strong leadership role in the negotiations and hastabled specic proposals. The EU has been
supported by other European OECD members. OtherOECD countries (US, Canada, Japan, New Zealand and Australia) have taken a cautious approachand have been concerned to ensure that the negotiations are soundly
based and that there be fullopportunity to analyse and assess the effectiveness - in environmental and cost effectiveness terms -of the specic proposals and possible options. The United States, which previously could be
reliedupon to counter-balance the EU, showed signs at AGBM3 of shifting its position in the negotiations,apparently to reinforce the Clinton Administration’s pro-environment credentials in the lead up tothe Presidential
elections this November.l7. The focus of most developing countries has been on applying pressure to set new developedcountries’ targets, while ensuring that new commitments by developed countries do not
adverselyaffect their economic interests. They have recently expressed concem about the potential tradeimpacts of the EU proposals and the need for commonly implemented policies and measures to beconsistent with
WTO obligations.CABINET-IN-CONFIDENCE



CABINET-IN-CONFIDENCEt -23- ATTACI-IMENTFCommentary on the Berlin Mandate(DECISION 1 OF COP 1 (FCCC/CP/1995/7/Add.1)TEXT OF THEBERLIN MANDATECOMMENTPreamblehe Conference of thearties,
at its rst sessionThe Conference of the Parties (COP) is the supreme body of the FrameworkConvention on Climate Change (FCCC). The Ad Hoc Group on the BerlinMandate (AGBM) is required to full this negotiating
Mandate (which wasdecided by the COP).aving reviewed Article 4,aragraph 2(a) and (b) of thenited Nations FrameworkConvention on ClimateChange, andThis review was carried out pursuant to FCCC article 4.2 (d). A
second reviewis required to be carried out not later than 31 December 1998.ll-Iaving concluded that thesesubparagraphs are notadequateThis phrase sets an important parameter for the AGBM by implicitlyconcluding that
current commitments are inadequate to achieve the ultimateobjective of the FCCC of stabilizing greenhouse gas concentrations in theatmosphere at a level that would prevent dangerous human interference withthe climate
system (FCCC article 2).Agrees to begin a process to-enable it to take appropriateaction for the period beyond2000, including thestrengthening of thecommitments of the Partiesincluded in Annex I to theConvention (Annex
Iarties) in Article 4,Earagraph 2 (a) and (b),hrough the adoption of a[protocol or another legalinstrumentThis language is drawn from FCCC article 4.2(d).The word "including" enables the Mandate to address both new
commitmentsfor Annex I Parties and commitments by all Parties under FCCC article4.1. The Mandate has two central aspects (as reected in Mandateparagraph lI.2):. strengthening the commitments of Annex I
Parties;continuing to advance the implementation of the commitments in FCCCarticle 4.1 (which are shared by all Parties).Other key features of this paragraph are:action is limited to the period beyond 2000;the outcome of
the AGBM can be embodied in a protocol or anotherlegal instrument. (This might include possibilities ranging from anamendment of the FCCC to a decision of the COP).Section I1. The process shall be€uided, inter alia, by
theollowing:The reference to "guided" establishes sign posts against which to assessproposals. The words "inter alia" provides for other principles and guides to beconsidered in the process. In this respect FCCC article 2
provides an importantreference point as it sets out the ’ultimate objective’ of the FCCC and of anyrelated legal instruments that the Conference of the Parties may adopt. Thisobjective is to: "achieve, in accordance with the
relevant provisions of theConvention, stabilisation of greenhouse gas concentrations in the atmosphereat a level that would prevent dangerous anthropogenic interference with theclimate system."(a) The provisions of
theConvention, includingThis explicitly establishes the relevance of all FCCC articles to the AGBMprocess.CABINET-IN-CONFIDENCE



CABINET-IN-CONFIDENCE-24- ATTACI-IMENTFicle 3, in particular theErlfnciples in Article 3.1hich reads as follows:The Mandate is guided by FCCC article 3, with particular attention to 3.1.Other parts of article 3 contain
important principles which also guide theMandate. The text of FCCC article 3 should therefore be referred to in itsentirety during the Mandate process."The Parties should protectthe climate system for thebenet of present
and futuregenerations of humankind,on the basis of equity and inaccordance with theircommon but differentiatedresponsibilities andrespective capabilitiesThis reference makes clear that the benets of the Convention are
intended notonly for present generations, but also for future generations. This hasimplications for analysis of impacts of climate change."Equity" is a key concept which is not dened in the FCCC - debate about themeaning
of equity is likely to feature in the AGBM. Some guidance on equitycan be gleaned from articles which detail special circumstances of Parties andother factors which could be interpreted as part of the equity concept: e. g..
articles 3.1, 3.2, 3.3, and 3.4articles 4.7, 4.8, 4.9 and 4.10. prearnbular paragraph 6The reference to "common" responsibilities indicates that all countries need totake part and allows the conclusion that the FCCC does not
place soleresponsibility on any particular group of Parties. The reference to’differentiated responsibilities’ provide for AGBM outcomes to potentiallyinclude party specic obligations."Respective capabilities" provides a key
measure for assessing action to betaken by Parties (i.e. those most capable should take action to protect theclimate system). It has been used to justify developed/developing countrydistinctions, but could be used in a
broader application to justify otherdistinctions (e.g. distinctions based on the capabilities of individual Parties).Accordingly, the developedcountry Parties should takethe lead in combatingclimate change and theadverse
effects thereof."This sentence; establishes a clear obligation on developed country Parties totake the lead.(b) The specific needs andconcems of developingcountry Parties referred to inArticle 4.8;Article 4.8 is an example of
the way the specic circumstances of a developingcountry party affect its implementation of commitments under the FCCC. Theprovision refers to small islands; countries with low-lying coastal areas;countries with arid and
semi-arid areas, forested areas; countries with areasprone to natural disasters; areas liable to drought and desertication; high urbanatmospheric pollution; fragile ecosystems, including mountainous ecosystems;economies
highly dependent on income generated from the production,processing and export, and/or consumption of fossil fuels and associated energy- intensive products; land-locked and transit countries. There is unlikely to be
adeveloping country which does not t into one or more of these categories.Article 4.9 creates further distinctions between Parties, in this case that of leastdeveloped countries. This category is undened, but the starting point
wouldundoubtedly be the UN category of ’least developed’.This reference is one of key importance to Australia, because of the recognitionit provides to Australia’s particular circumstances as a party "vulnerable to
theadverse effects of implementation of measures to respond to climate change".Australia (together with a number of developing country Parties) pressed forarticle 4.10 to be inserted into the Convention. Article 4.10
"applies notably toParties with economies that are highly dependent on income generated fromthe production, processing and export, and/or consumption of fossil l€lS andassociated energy-intensive products and/or the
use of fossil fuels for whichsuch Parties have serious difficulties in switching to alternatives."CABINET-IN-CONFIDENCE



[the specic needs andspecial situations of leastdeveloped countries referredto in Article 4.9;and the situation of Parties,[particularly developingcountry Parties, referred to inQrticle 4.10 of theonvention;(Note also relevant
language in FCCC preambular paragraph 20.)(c) The legitimate needs ofthe developing countries forthe achievement of sustainedeconomic growth and theeradication of poverty,Hfcognizing also that allarties have a right
to, andshould, promote sustainabledevelopment;This provision is similar to preambular paragraph 21 of the FCCC, except itomits the reference to ’priority’ when referring to the needs of developingcountries . This reference
is also similar to parts of article 4.7 which states thatimplementation of commitments by developing country Parties "will take fullyinto account that economic and social development and poverty eradication arethe rst and
oveniding priority of the developing country Parties".This clause reiterates, inter alia, the rst sentence of article 3.4 whichrepresents a compromise outcome between developed countries who wanted toincorporate a
requirement to work for sustainable development, and developingcountries who wished to insert a right to development. Developed countriesrejected the latter concept because they feared it would provide a basis
fordemands for nancial assistance and because they were concemed thatdevelopment may not be sensitive to environmental concems. Developingcountries were concemed that sustainability would be a new conditionality
onnancial assistance.(d) The fact that the largestshare of historical andcurrent global emissions ofgreenhouse gases hasoriginated in developedcountries, that the per capitaemissions in developingcountries are still
relativelylow and that the share ofglobal emissions originatingin developing countries willgrow to meet their social anddevelopment needs;This provision reiterates preambular paragraph 3 of the Convention (which wasthe
outcome of unsuccessful attempts by developing countries in the FCCCnegotiations to insert a “main responsibility" provision to link historicalcontribution to emissions with exclusive developed country responsibility
toremedy the problem).This clause continues preambular paragraph 3 of the FCCC. (Duringnegotiation of the FCCC India argued that the FCCC should aim to promote theconvergence of greenhouse gas emissions at a
common per capita level. Thisargument was not incorporated into the FCCC. The reference to per capitaemissions is a statement of fact.)This statement concludes preambular paragraph 3 of the FCCC. Its inclusion inthe
Mandate provides a further basis for developing countries to argue that theyshould not limit their emissions and indeed that their emissions should beallowed to grow. Notably, however, the reference is to "share" of
globalemissions and "developing countries" as a group. This could be interpreted asrecognition that either developing countries as a whole will increase theiremissions in absolute terms or that all individual developing
country Partieswill increase their emissions.It should be noted that the provisions of Mandate paragraph 2(d) arecounterbalanced by 2(e) which appears below.CABINET-IN-CONFIDENCECABINET-IN-CONFIDENCE-25-
ATTACI-IMENTF



CABINET-IN-CONFIDENCE-26- ATTACHMENTF(e) The fact that the globalmature of climate changecalls for the widest possiblecooperation by all countriesand their participation in aneffective and appropriateinternational
response, inaccordance with theircommon but differentiatedesponsibilities andEespective capabilities andheir social and economicconditions.This reiterates preambular paragraph 6 of the FCCC. It revisits the notion
thatclimate change is a global problem that requires a global solution. Theconstituent elements of this sub-paragraph are all of particular importance toAustralia’s approach to the negotiations. This clause also reiterates
elements ofarticle 3.1: i.e. "common but differentiated responsibilities" and "respectivecapabilities".(f) Coverage of allgreenhouse gases, theiremissions by sources andjremovals by sinks and allrelevant sectors;This element
reiterates parts of FCCC article 3.3. It reects Australia’scomprehensive approach to climate change. This is important because itbroadens action over a range of possible measures and facilitates a least costapproach.(g)
The need for all Partiesto cooperate in good faithand to participate in thisProcess.Section H2. The process will, inter@132The word "process" is used in this clause, however it is clear from thenegotiations at COP1 that this
covers a ’negotiating process’ as well as a wideractivity including analysis and assessment. The words "inter alia" provide anopportunity to consider altematives beyond those specied in sub-paragraphs(a) to (t) below.(a)
Aim, as the priority inthe process of strengtheningthe commitments in Article4.2 (a) and (b) of theConvention, for developedcountry / other Partiesincluded in Annex I, bothThe word ’aim’ is signicant as it reects the defeat of
attempts topredetermine the outcome of the negotiating process (i.e. the words ‘result in’which were pressed by AOSIS in the negotiations of the Mandate are notreected in the adopted text). Nonetheless the direction of
negotiations isspecied and prioritised.Articles 4.2(a) and (b) require Annex I Parties to adopt policies and measures tomitigate climate change by limiting their greenhouse emissions and to protectand enhance their
greenhouse gas "sinks" and reservoirs. Contained withinthese provisions is an implied target for Annex I Parties to return emissions to1990 levels by the year 2000.These requirements are however subject to:the need to
take into account Parties’ starting points and approaches,economic structures and resource bases, the need to maintain strong andsustainable economic growth, available technologies and otherindividual circumstances, as
well as the need for equitable andappropriate contributions by each of these Parties to the global effort;(These words are of particular importance to Australia as they clearlyspecify differentiated treatment of Parties within
the Annex 1 Group.These words are embodied in the Mandate (see below)).In addition article 4.2(a) notes that these Parties may implement these policiesand measures jointly and to assist other Parties in achieving the
objective of theConvention; (These words are also important as they refer to jointimplementation: one method of achieving lower cost emission reductions.)CABINET-IN-CONFIDENCE



. -27-CABINET-IN-CONFIDENCEATTACI-HVIENTF|- to elaborate policies andmeasures, as well asThe terms ’policies and measures’ refer to the opening words of FCCC article4.2 (a). In the context of the FCCC the words
"policies and measures" have abroad meaning including all actions to address climate change.The verb "elaborate" in respect of policies and measures is important."Elaborate" connotes working out the details of
something, or producingsomething from its elements. Such elaboration would need to take place in thecontext of the aim of "strengthening the commitments in article 4.2(a) and (b)of the Convention".L to set quantified
limitationand reduction objectiveswithin specied time-frames,such as 2005, 2010 and2020, for their anthropogenicemissions by sources andremovals by sinks ofgreenhouse gases notv controlled by the
MontreallProtocol,The reference to both limitation and reduction objectives is signicant as itrequires consideration of both limitation and reduction objectives. This couldinclude consideration of a range of options such as a
common uniform targetfor all Annex 1 Parties, setting of limitation or reduction objectives for Annex IParties as a group, or setting different objectives for each Annex I party).The timeframes used here came out of the
negotiations on the "Green Group"(i.e. India plus 70 other developing countries) paper submitted at COP1 and arelonger than anticipated. The implications of setting quantied limitation andreduction objectives for longer
timeframes such as 2020 will need to becarefully considered and analysed.The use of the word "objective" as opposed to the use of "targets andtimetables" is also signicant. "Targets and timetables" are often equated witha
common uniform target, such as proposed by the AOSIS draft Protocol."Quantied limitation and reduction objectives" is open to a broader range ofinterpretation.Raking into account thedifferences in starting pointsand
approaches, economicstructures and resourcebases, the need to maintainstrong and sustainableeconomic growth, available0 technologies and otherindividual circumstances, aswell as the need for equitableand
appropriate contributionsby each of these Parties to. the global effort,These words are drawn from the end of FCCC article 4.2 (a). They areimportant to Australia as they provide unequivocal support for treating eachAnnex I
party differently according to its circumstances.The effect of the inclusion of this paragraph in the Mandate is to operationalisein the AGBM process the FCCC principles of taking into account differentstarting points of Annex
I Parties, their different economic structures and theneed for equitable and appropriate contribution by each Annex I party.Other examples of where equitable and appropriate treatment or other speciccircumstances of
Parties are provided for by the FCCC are found at:. articles 3.1, 3.2, 3.3, and 3.4. articles 4.7, 4.8, 4.9 and 4.10. preambular paragraph 6and also the process ofanalysis and assessmentreferred to in section H1,paragraph
4, below;Together with Section IH of the Mandate, this phrase indicates the importanceof analysis and assessment to the AGBM process. These words tie theoutcomes of the AGBM’s analysis and assessment to the
factors which need tobe taken into account in the negotiation of objectives and policies andmeasures. This has the effect of fully integrating all the elements of the AGBMprocess which are to be reected in the nature of the
negotiated outcome.CABINET-IN-CONFIDENCE



CABINET-IN-CQNFIDENCE-28- ATTACI-IMENTF(b) Not introduce any newcommitments for Parties not'ncluded in Annex I, butlieaffirm existingcommitments in Article 4.1and continue to advance theimplementation of
thesecommitments in order toachieve sustainabledevelopment, taking intoaccount, Article 4.3, 4.5 and4.7;The clause ”Not introduce any new commitments for Pam'es not included inAnnex I, but reairm existing
commitments in Article 4.1" explicitly rules outnew cormnitments for non-Annex I Parties. It does reafrm the obligations inFCCC article 4.1, which apply to all Parties - not just developing countryParties. Article 4.1 provides
an alternative focus to pursue implementation ofthe FCCC, particularly bottom-up implementation measures. Article 4.1 is notpremised on developedldeveloping country distinctions. Article 4.1 includesthe commitment:To
formulate, implement, publish and regularly update nationalprogrammes containing measures to mitigate climate change byaddressing anthropogenic emissions by sources and removals by sinks ofall greenhouse gases.
(The obligation to formulate and implementprograms (including bottom up measures) for climate change mitigationis important. The obligation of Annex I Parties in similar, except thatAnnex I Parties are required to "limit"
emissions.)To promote and cooperate in the application of technologies, practicesand processes that control, reduce or prevent anthropogenic emissions ofgreenhouse gases.To promote sustainable management and the
conservation andenhancement, as appropriate, of sinks and reservoirs of all greenhousegases.To take climate change considerations into account, to the extentfeasible, in their relevant social, economic and environmental
policiesand actions, and employ appropriate methods such as impactassessments with a view to minimising adverse effects of projects ormeasures to mitigate or adapt to climate change.The phrase "and continue to
advance the implementation of these commitmentsin order to achieve sustainable development, taking into account, Article 4.3,4.5 and 4.7" is of key importance for progressing developing countryimplementation of the
Convention. While developing countries will see it asaccording priority to their development concerns, the use of "sustainable" issignicant here. The phrase "sustainable development" does not mean thatimplementation of
article 4.1 is to take place solely to foster development indeveloping countries. Rather such development must be "sustainable".Principles 3 and 4 of the Rio Declaration are particularly relevant.Principle 3 The right to
development must be fullled so as to equitablymeet developmental and environmental needs of present and tturegenerations.Principle 4 In order to achieve sustainable development, environmentalprotection shall constitute
an integral part of the development processand cannot be considered in isolation from it.(Note: other Principles of the Rio Declaration are also relevant.)Articles 4.3, 4.5 and 4.7 provide for nancial assistance, technology
transferand the priority of social development and poverty eradication, respectively.(c) Take account of anyEesults from the revieweferred to in Article 4.2(f),if available, and anynotification referred to inArticle 4.2(g);Article
4.2(f) provides for the Parties to review the list of Parties in Annexes Iand II by 31 December 1998. The suggested timing of this review makes itunlikely that it will have a signicant bearing on the AGBM process.Furthennore
article 4.2(f) requires the approval of the party concemed beforeits status in relation to the Annexes can be changed.Article 4.2(g) allows any party not included in Annex I to notify that it intendsto be bound by article 4.2(a)
and (b) of the FCCC. This provision has yet to betested.CABINET-IN-CONFIDENCE



CABINET-IN-CUNFIDENCE. -29- ATTACHMENTF_ ((1) Consider, as provided in Relates to EU objectives to have internationally coordinated or harmonizedArticle 4 2(6) the policies and measures implemented by Annex I
Parties as a result of the AGBMd. '. ’ A I negotiations. The reference to "as appropriate“ is important as it allows for anC001: matlon am°n_g nnex approach by which economic or administrative instruments can be assessed
onlfamesi as 3-PPr0PT1ate, of a case-by-case basis in determining their appropriateness.elevant economic andadministrative instruments,taking into account Article3.5;(e) Provide for the The reference to "review and
synthesis" relates to work that the Secretariat hasexchange of eXperienc6 on already been undertaking and which it has been further authorised to pursue. . fll ' COP1.national activities in areas of O Owmglntfest,
Pa1't1Cu13I1Y those This is considered by developed country Parties as an important element in theidentified in the review and exchange of experience with assessment of policies and measures. It alsoSynthesis of
available allows for joint implementation to be factored in.natmnal commumcatlons’ At its rst session the AGBM requested the secretariat to provide ABGM2 with' and a synthesised listing of policies and measures identied
in the nationalcommunications of Annex I Parties. This paragraph suggests that some formof ongoing process of consultation may be required to be incorporated into theAGBM outcomes. Prior to COP1 the interim
secretariat produced a "Firstreview of Information Communicated by Each Party Included in Annex I to theQ Convention" (A/AC.237/81 - See volume 2 of the Brief for AGBM1). Thisreview also attempted aggregation of
information to present a global picture, anexercise we regard as having serious deciencies because of lack ofcomparability of data and other problems. Decision 2/CP.1 provides for anin-depth review of each national
communication of Annex I Patties andrequests the secretariat to prepare a Second Compilation and Synthesis of FirstNational Communications for COP2.(f) Provide for a review This clause allows for ongoing assessment
and review of the outcome of themechanism Berlin Mandate process.An important question is whether reviews should be conned to Annex I‘ Parties or whether the review should extend also to the implementation
ofcommitments in Article 4.1.Section HI -' 3_ The preeess will be This provision reafrms the full dimensions of the task to be undertaken by theCarried out in the light of the AGBM, referring not only to the need to refer to the
best available scienticbest availabk: Scientic infomiation, but also to relevant "technical, social and economic information".inf01Tn3~ti9n and assessment The [PCC Second Assessment Report will be a key input to the
AGBM processOn climate change and its as well as other international (e.g. OECD/IEA) and national inputs.impacts, as well as relevanttechnical, social andeconomic infonnation,including inter alia, reportsof the
IntergovemmentallPanel on Climate Change. Itwill also make use of otheravailable expertise.CABINET-IN-CONFIDENCE



. CABINET-IN-CONFIDENCE-30- ATTACHMENTF_  The process will include This paragraph refers to the importance of analysis and assessment activities inin its early Stag“ an analysis the Berlin Mandate process.
AGBM1 decided that the purpose of analysis andd t t .d ff assessment is to assist, in an iterative manner the negotiation of a protocol oran eSseSSm_eI_l ’ O 1 en 1 y another legal instrument. AGBM1 called for the
integration of analysis andEsslble Pohcles and _ assessment with other AGBM processes to ensure they are mutually reinforcingeasures for Annex I Parties and emphasised the importance of analysis and assessment to a
successful andwhich could (mm;-ibute to timely outcome from the AGBM process. AGBM 1 called for analysis andlimiting and reducing assessment ‘° be:emissions by sources andprotecting and enhancingsinks and
reservoirs of fgcuged on pfigfitiesgreenhouse gases. This[process could identify - °P'=" and l""*SP‘“°"‘-environmental and economicimpacts and the results thatcomprehensive;It also specically referred to assessment of both
environmental and economicimpacts and results for particular time horizons. These time horizons are mostregard IO time h0I‘iZ0nS such objectives that might be set against those time frames. These references‘ as ZQQ5’
2()1()’ and 2()2Q_ specically identify environmental and economic implications (and thusassessed.eeuld be achieved with likely to operate in the context of possible quantied limitation and reduction Icost-effectiveness of
proposals) as aspects which should be analysed and |lf_ The protocol proposal of The draft Protocol put forward by AOSIS is one of the specic proposals to be‘ hg Aniancg of small Island considered in the AGBM process,
and was formally submitted to ‘theStates (AOSIS) which Convention Secretariat in accordance with Article 17. It was initially presented_ _’_ _ as "the negotiating text" at COPl, but failed to gain endorsement as
such.Contams 3Pec1f1c reduetlon Nonetheless it remains on the table for AGBM consideration which is reectedtargets and was formally by this paragraph and AOSIS continue to remain wedded to it, pushing
stronglysubmitted in mcordance with at AGBM1 for it to be central to the further work of the AGBM.grade ipgoftlhe Convegilon’ A key provision of the AOSIS draft protocol is draft article 3(a) which proposes(mg wit O er
propos S a 20 percent reduction of emissions of carbon dioxide by Annex I Parties (fromand Pertmem documents, 1990 levels) by the year 2005. The AOSIS Protocol also provides for: targetsShOt1ld be included for and
timetables for other greenhouse gases to be set by the Parties to theconsideration in the pl-O¢¢55_ Protocol, the targets to be reviewed on a ve yearly basis, a coordinationmechanism to be developed to consider
coordination of bottom up measures' and enhanced technology transfer obligations.The reference to "other proposals and pertinent documents" was intended tocapture the German elements paper submitted prior to COP1,
as well as otherproposals and documents submitted to the AGBM process. At AGBM1,' Germany made clear that it is only section H of its elements paper which~' remains on the table. This pan of the German paper
provides a detailed list ofpossible policies and measures that could be taken in respect of energyconsumption, renewable energies, trafc and transport, forests, methane,nitrous oxide, uorocarbons, and general policies and
measures (such aseconomic instruments).CABINET-IN-CONFIDENCE



_ -31-CABINET-IN-CONFIDENCEATTACHMENTFurgency, in an open-endedad hoc group of Parties[hereby established, whichwill report to the secondsession of the Conference ofthe Parties on the status ofthe process.
The sessions ofthis group should bescheduled to ensurecompletion of the work asearly as possible in 1997,with a view to adopting theresults at the third session ofthe Conference of thelParties.6_ The process shguld bggin
This paragraph gives explicit recognition to the fact that COP1 agreed that aWithout delay and b6 process to strengthen the pI'0VlSlOl'lS of the FCCC was urgently needed and thatd t d tt f this process was to begin
forthwith. The paragraph thereby outlines a speciccon uc C as a ma er 0 timeframe for the Berlin Mandate process.CABINET-IN-CONFIDENCE



CABINET-IN-CONFIDENCE. - 32 - ATTACHMENT GViews of the Department of Environment, Sport and TerritoriesAUSTRALIA’S NATIONAL INTERESTS: ENVIRONMENTALAustralia’s decision to ratify the Convention
reected a recognition that human inducedclimate change is a long term global problem requiring action by all parties. Australia is vulnerableto the impacts of climate change and action to mitigate it. Therefore, in responding
to climatechange Australia needs to consider the environmental, economic and trade implications of climatechange and of response actions, and international relations aspects. The views of the Department ofEnvironment,
Sport and Territories on Australia’s environmental interests are discussed below.2. Australia’s vulnerability to climate change is a product of a unique combination of factors,including the facts that Australia:a. is the driest of
the populated continents;b. has a very wide range of climate zones for a single country;c. has a history of extreme and regular climatic events (such as droughts, oods, tropicalcyclones, severe storms, and bushfires);d. has
the major proportion of its population living along a thin coastal zone; ande. has major agricultural and pastoral interests and associated infrastructure.3. While some effects of global climate change may be beneficial, many
areas are likely toexperience the adverse effects, some of which will be potentially irreversible and recurring. Furtherscientic data has been commissioned, in particular, from the Intergovemmental Panel on ClimateChange
(IPCC) on, inter alia, the potential impacts of climate change at the regional level, but thefactors listed above increase Australia’s potential vulnerability and warrant action in line with theprecautionary principle.Agriculture4.
The potential vulnerability of Australia’s agriculture to climate change is an area of particularconcem given the importance of agricultural exports to our economy. An indication of thesignicance of the economic threat can be
derived from the cost of the recent (1995) drought. Itwas estimated that $1.3 billion was removed from the net value of farm production and economicgrowth was reduced by 0.8%. The IPCC has indicated that global
warming will increase theprospects of more severe droughts and oods and other weather extremes.5. Apart from direct effects, climate change can also impact on the agriculture sector indirectly.For example, Australian
pests (including cattle tick, earth mite, wheat aphid, buffalo y, locusts,budwonn) currently reduce yields by $3 billion and require a similar outlay in farm managementcosts. Recent research from ABARE’s cattle economic
model indicated that the change in the rangeof cattle tick in Australia due to climate change would incur an economic cost of up to $192 millionper annum. Each of the other pests identified are expected to incur similar
economic penalties.6. The productivity of stone fruits is dependent on adequate chilling conditions. Australia’sminimum temperatures have been increasing over the past few decades. Future prospects for theindustry are
not bright under a climate change regime.CABINET-IN-CONFIDENCE



CABINET-IN-CONFIENCE- 33 - ATTACI-Il\/[ENT GRange lands7. Apart from the direct economic impact of land degradation and reduced eaming capacity ofpastoral and tourism industries, climate change will have an
impact on biodiversity and the broader,historical and social values which Australians place on preserving and sustaining the outback.While pastoralists may nd some opportunities to intensify production, they can also
expect forageof lower nutritional quality and more woody weeds.8. More variable rainfall is likely to increase management cost in a variety of sectors. Forexample, to deepen mining dams (and so reduce the risk of one
failing) can cost around $1-2million per dam.Coastal zone9. Australia’s largest cities and populations are located along its coasts. In the long term humaninduced climate change will exacerbate problems in these areas.10.
Changes in sea level, storm frequency and magnitude and coastal erosion and deposition areall possible consequences of climate change. With rise in sea levels, ooding, inundation of lowlying developed lands and rise of
water tables will follow. Periodic flooding can haveconsequences for the distribution and life cycles of vectors (e. g. mosquitos) transmitting humandiseases, while the rise in water tables and disrupted sewerage ow may
bring about increases indiarrhoeal diseases. Further impacts on the population dynamics of sh and their environmentalrequirements are also expected.ll. Coastal ecosystems particularly at risk include saltwater marshes,
mangrove ecosystems,coastal wetlands, coral reefs and atolls (such as the Great Barrier Reef) and river deltas. Changes inthese ecosystems would have major negative effects on tourism, freshwater supplies, sheries
andbiodiversity.12. Many areas of Australia will be vulnerable to further damage from the increased intensity andfrequency of storms and cyclones. The insurance industry has already expressed concem over suchimpacts.
While there are currently no firm estimates of the costs likely to arise as a result of climatechange impacts, they are potentially substantial and would have serious ow-on effects to theAustralian economy.Natural
ecosystems13. Australia has many unique native species. Changes in climate which increase survivalpressures on these species may result in their extinction. Recent research on 57 native speciesshows that about 90%
would experience reduction or complete elimination of habitats suitable fortheir survival.Human health14. The Australian Medical Association has identied climate change as a major threat to humanhealth.15. Mortality due
to cardiorespiratory attack and illness due to an anticipated increase in theintensity and duration of heat waves is expected to increase. Transmission of vector-borneinfectious diseases (e.g. malaria, dengue, yellow fever
and some viral encephalitis) will increaseCABINET-IN-CONFIDENCE



CABINET-IN-CONFIDENCE- 34 - ATTACHMENT Gresulting from extension of the geographical range and season of vector organisms. Australia hasone of the world’s highest rate of asthmatic disease and such respiratory
and allergic disorders dueto climate enhanced increases in some air pollutants, pollens and mould spore will increase.Tourism16. Climate change poses a signicant threat to tourist attractions based on Australia’s
uniqueenvironment, biodiversity and coastline (e. g. the Great Barrier Reef and our beaches).17. Small changes in temperature may also significantly reduce snow cover in the Australian Alpswhich would have significant
economic impacts on the local tourism industry.Urban ooding18. Key intemational and national climate change science ndings have cited increases in thefrequency and extent of ooding in urban areas as one of the
potentially dangerous and expensive0 consequences of climate change. It has been estimated that the ’one in 100 year’ flood will becomea ‘one in 25 year’ ood with a resultant substantial increase in the cost of ood
damage to life,capital investment and commerce, and urban infrastructure.CABINET-IN-CONFIDENCE



CABINET-IN-CONFIDENCE- 35 - ATTACHMENT HViews of the Departments of Foreign Affairs & Trade and Primary Industries & EnergyAUSTRALIA’S NATIONAL INTERESTS: ECONOMIC AND TRADEAustralia’s
decision to ratify the Convention reected a recognition that human inducedclimate change is a long term global problem requiring action by all parties. Australia is vulnerableto the impacts of climate change and action to
mitigate it. Therefore, in responding to climatechange Australia needs to consider the environmental, economic and trade implications of climatechange and of response actions, and international relations aspects. The
views of the Departmentsof Foreign Affairs and Trade and Primary Industries and Energy on Australia’s economic and tradeinterests are discussed below.2. There are three main reasons why the adverse economic impact
of measures to mitigateclimate change are likely to be particularly severe on Australia:a. the structure of the Australian economy and our trade and trading pattems means thatefforts by other OECD countries to reduce
emissions will have a strong impact on Australia dueto adverse movements in the tenns of trade;b. Australia’s task of reducing emissions to historical levels is more onerous than for othercountries due to our high underlying
emissions growth; andc. it is likely that the cost of mitigation will be higher for Australia than for other OECDcountries.The structure of the economy and terms-of-trade impacts3. Australia has a relatively greenhouse gas
(GHG) emission-intensive economy and trade due toits resource endowment, particularly in fossil fuels and agricultural land. Australia has anabundance of low cost fossil fuels (i.e. coal, oil and gas), resulting in our
specialisation in energyintensive sectors such as petroleum products, basic metals and chemicals. Australia is the world’slargest coal exporter, the third largest energy exporter among OECD countries and is also
heavilydependent on the export of energy intensive processed primary products. Agriculture and livestockproduction is also a significant source of GHG emissions.4. As a result of these features of the Australian economy,
Australia’s exports tend to be of muchhigher energy intensity than our imports. Over 85% of our merchandise export income is generatedfrom the export of relatively GHG emission intensive goods - such as petroleum
products, basicmetals, minerals and resources, and agricultural commodities. In stark contrast, over 70% of ourimports are relatively low emission intensive products including machinery, manufactures, transportequipment,
textiles, clothing and footwear, alcohol, paper and wood products.5. Given this economic structure, Australia is particularly vulnerable to efforts to address climatechange. Emission reduction efforts by other Annex I
countries will have a strong adverse impact onour terms of trade by reducing the price and demand for fossil fuels (particularly coal) and otheremission intensive exports while increasing the price of imports into Australia.
This adverseeconomic impact could be significant.Australia’s high underlying emission growth6. Australia’s underlying emission growth is higher than in other Annex I countries, andCABINET-IN-CONFIDENCE



CABINET-IN-CONFIENCE- 36 - ATTACHMENT Hconsequently, Australia’s task of returning emissions to a historical target (e. g. 1990 levels) is‘ greater in real terms than for other Annex I countries (see Chart 1). The
major reasons whyAustralia’s underlying emission growth rate is higher than for other Annex I countries are:a. population growth: Australia’s historical population growth rate is substantially higher} than that of other
countries - particularly the EU (see Chart 2). While Australia’s population isprojected to grow by around 23% over the period 1990 - 2010, the EU’s population will berelatively stable. Thus, stabilising emissions at 1990
levels would require Australia to reduceemissions by 23% per person, while the EU has only to maintain per capita emission levels.Chart 1: Energy Sector’s Emission Reduction Task to Return to 1990 EmissionLevels by
200025I 2015“ Per1&nt5 - I0Australia New Canada United Japan EuropeZealand StatesSource: IEA: Energy Policies ii IEA Countries -1994b. specialisation in energy intensive products: an important driver of Australia’s
highD emissions growth is the strong export links with the fast growing Asia-Pacific region and theirgrowing demand for our energy intensive exports. For example, mining exports grew 11.3%and resource processing and
manufacturing by 12.5% per year during 1983 to 1992. Furtherintemational trade liberalisation will intensify Australia’s specialisation in those sectors such as0 fossil fuels, energy intensive industry and emission intensive
agriculture where we have a‘ comparative advantage.High cost of reducing energy emissions7. There are three other major reasons why the cost of reducing emissions could be expected tobe higher for Australia than for
other OECD countries:a. fewer opportunities for fuel switching: as a result of our resource endowment, Australia\ has a very strong comparative advantage in fossil fuel power generation, with few competitivealternative
sources for electricity. Furthermore, with substantial coal reserves, coal fired powerstations are particularly economic (see Chart 3). It is likely that switching to non-coal firedpower generation stations would be relatively
difcult and more expensive for Australial CABINET-IN-CONFIDENCE



Chart 2: Differences inPopulation Growth 1990 2010Po cant-nO:1:‘UuCQUAus and StatesNew Zea a.-Un' endCUJapSource World Population Projections 1994 -95 (World Bank)Chart 3: Energy Input Fuel MixesPar
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CABINET-IN-CONFIDENCE- 38 - ATTACHNIENT Hthan for other countries, although microeconomic reform of the energy sector should, over thelong tenn, promote increased penetration by gas red stations.b. carbon
leakage: any attempt to meet our GHG commitments in Australia may placeonerous requirements on industry and thereby erode our competitive advantage in energyintensive industries and encourage them to move
offshore to developing country competitorswho do not have greenhouse gas commitments (‘carbon leakage’). Consequently, due to ourgreater specialisation in energy intensive sectors and the likelihood that specialisation
will beincreased by ongoing trade liberalisation, particularly with our APEC trading partners, Australiais likely to be affected more by such carbon leakage than other OECD countries. It is importantto note that although
carbon leakage will have adverse impacts on countries like Australia,there will be no benet for the global environment: the emissions will originate in adeveloping country rather than in Australia.“ i. A table compiled by
Treasury lists around 90 capital projects in the resource andprocessing sectors, worth around A$l5 -20 billion, that are currently under construction orcommitted to commence by around 2000 (see Table 1 for an abridged
listing). While it isimpossible to assess which projects would be affected by Australia’s mitigation policies, itD is likely that the reduced competitiveness of some of Australia’s industries could causesome companies to
reassess their investment plans.c. ‘no regrets’ opportunities: Australia’s high emissions and low energy prices wouldsuggest that there exists some scope for reducing emissions through no regrets actions (i.e.actions which
have net benefits or at least no net costs). No regrets actions could includernicroeconomic reform of the electricity and transport sectors, proper pricing policies inelectricity supply and use, and efforts to improve electricity
efficiency by households andindustry. For example, the aluminium industry has achieved a 2% efficiency improvementO over the past five years, in a sector which accounts for a much larger share of Australia’scarbon
dioxide emissions than is the case for other OECD countries.i. the Cooperative Agreements Program with industry provides a means for companies‘ to demonstrate they are taking all practicable actions to reduce GHG
emissions consistentwith maintaining their growth and competitiveness. Such a program can make a usefulcontribution to emissions reductions and enhanced competitiveness, though on its own isunlikely to be able to
provide the emission cuts necessary to meet any of the kinds oftargets so far tabled in the Berlin Mandate negotiations.Climate change mitigation: economic impacts8. While economic modelling results can help support
intuitive reasoning and provide broadindications of the likely size and distribution of economic gains and losses associated withparticular policy actions, their limitations are well accepted. The limitations of economic
modellingof climate change response measures include:a. most models only consider carbon dioxide emissions from energy use. This onlyaccounts for around half of Australia’s total emissions and does not include
important emissionsources such as agriculture, important gases including methane and the possibility of allowingfor an enhancement of greenhouse sinks (i.e. forests);CABINET-IN-CONFIDENCE



 CABINET-IN-CONFIDENCE- 39 - ATTACHMENT Hb. the class of models considered below do not allow for the possibility of market failureand hence assume no scope for emission reductions through no regrets action
(i.e. action withno net adverse economic costs); andc. economic modelling does not deal with technological progress adequately; an importantconsideration given the long time frames necessary to properly consider climate
change issues.9. However, despite these limitations they can provide a useful, if broad, indication of the costsof action to reduce greenhouse gases. In the broad, they conrm the intuitive reasoning whichsuggests that the
adverse economic impacts of measures to mitigate climate change are likely to beparticularly severe on Australia.10. For example, the 1995 DFAT/ABARE study (Global Climate Change: Economic Dimensionsof a
Cooperative International Policy Response Beyond 2000) estimated that the annual cost ofstabilising emissions at 1990 levels would offset around half the reported annual gains to Australiafrom the Uruguay Round. The
same study also found that the costs to Australia, at 0.3% of GDPannually, were roughly three times the cost to the EU, the United States and Japan. These losseswould impact particularly strongly on emission intensive
sectors of the economy, i.e. mining,agriculture and metals processing industries. For example, it is estimated that production of coaland primary non ferrous metals would fall by around one quarter by around 2010.11. The
estimated annual cost of mitigation rises steeply as emission abatement targets becomemore stringent. At the national level, econometric studies have estimated the costs of reducingemissions using a variety of modelling
approaches, focusing on reducing emissions by around 20%below 1990 levels by 2005 to be between 0.5% and 2.1% of GDP ($2.25 to $9.5 billion per year). Itis worth noting that as these studies assume unilateral action,
they do not include the terms of tradeimpacts.12. These studies have also highlighted the substantially greater cost to the mining and energyintensive manufacturing industries and job losses in blue collar occupations which
rely heavily foremployment on the manufacturing, mining and utilities industries.13. The DFAT/ABARE study provided broad support for these results, considering OECD-widerather than unilateral action to reduce
greenhouse emissions by 20% from 1990 levels by 2020.While the Study includes the adverse impacts of terms of trade movements, it allows for a greatertime over which the emissions reductions can be made. The study
estimates the cost at around1.4% of GDP ($6.3 billion per year).14. The study also provided a rough indication of the adverse terms of trade impact due to theaction of other OECD countries on Australia. Assuming Australia
undertook almost no mitigationaction domestically, the impact of other OECD countries stabilising emissions at 1990 levels wouldresult in an economic loss of around 0.1% of GDP ($450 million per year) due to the
adverseimpacts on the terms of trade.15. There are also likely to be some opportunities, both economic and nancial in meetingobligations under the Convention. These opportunities include some activities which could
createnew and enhanced markets for Australian industry. For example, over time, Australia could receivesignificant export eamings from environmental products and sen/ices in areas such as renewableenergy and energy
efciency.CABINET-IN-CONFIDENCE



CABINET-IN-CONFIDENCE- 40 - ATTACHMENT H16. There are also measures which could contribute to greenhouse objectives and at the same timeprovide other social and economic benefits. Such measures are of a
‘no regrets’ nature whichmeans they can be justified in their own right. For example, by improving the energy efficiency ofthe economy, such measures contribute to improvements in Australia’s productive efciency,reduce
costs and assist our international competitiveness.17. However, such opportunities are unlikely to be signicant when compared to the economicand trade costs to Australia of mitigating climate change at the pace of
emissions reductions whichwould be required under a uniform target.CABINET-IN-CONFIDENCE



Table 1: Examplof MHJOP Capital Projects under ConsiderationS . . . . .eCompanyExpenditure Location Brief Description Status Possible($ million) start dateBHP Minerals1,135Port Hedland, WAHot briquetted iron plant
($800 m) and associatedinfrastructure ($335 m)underconstructionKorea Zinc1,050Townsville, QldElectrolytic zinc smelter and refinery (stage 1 & 2)committedCRA1,135QldDevelopment of Century zinc, lead and
silverproject and Eipeline to Gulf of CarpentariacommittedComalcol ,00OWeipa, QldWeipa alumina refineryconsiderationAustralian Steel &Energy1,200Meekatharra, SAPig iron plant and energy project based on iron
orefrom Hawk’s Nest and MeekatharraconsiderationMineralogy3 ,400WASteel plantconsiderationMineralogy1,700Dampier, WAMagnetite pellet plant based on Fortescue iron oredepositsconsiderationCompact Steel
&others1,500Rockingham, WASteel mini-millconsiderationOKingstreamResources900Geraldton, WAMidwest steel plant at Tallering PeakconsiderationEVCoal & AlliedIndustries500Mt Pleasant NSWThermal/coking coal
open cut projectconsiderationEINIWapet5,000Gorgon, WALNG project - proving reserves for possibleseparate $9 billion projectconsideration.LBHP Steell Esso720VicBlackback/Terakihi and Tumlm oil
fieldsconsiderationBHP Steel650Brisbane, QldNew generation steel plantpossibility‘NEnergy1,800SASteelworks and power station - depends on successof the company’s proposed Qg iron projectpossibilityOI)Kaiser
EngineersChinese GovtAust. Steel &&1,300Pilbara, WADirect reduction iron plantpossibility:lNHammersley IronCRA1 ,000Dampier, WADirect reduction iron plantpossibilityHDNHGISource: Listing compiled by Treasury
from Pacic Power and Access Investment MonitorH.LNE[WHZ)VJ..I.V - iv-3QN3Cl|:lNOQ'N|'.l.3NlHVQ



CABINET-IN-CONFIENCE- - 42 - ATTACHMENT IViews of the Department of Foreign Affairs and TradeAUSTRALIA’S NATIONAL INTERESTS: INTERNATIONAL RELATIONSAustralia’s decision to ratify the Convention
reected a recognition that human inducedclimate change is a long term global problem requiring action by all parties. Australia is vulnerableto the impacts of climate change and action to mitigate it. Therefore, in responding
to climatechange Australia needs to consider the environmental, economic and trade implications of climatechange and of response actions, and international relations aspects. The views of the Department ofForeign
Affairs and Trade on Australia’s international relations interests are discussed below.Intemational context2. International environment issues are becoming an increasingly prominent feature ofinternational relations. The
post-Rio framework of multilateral environment conventions and thebroader efforts towards implementation of Agenda 21 have focused attention on the challengingissues which global sustainable development poses.3. The
Framework Convention on Climate Change is perhaps the broadest ranging and the mostimportant of the post-Rio multilateral environment agreements. The issues addressed in theConvention, the scientic uncertainties of
climate change and the economic challenge presented byaddressing it mean that negotiation and implementation of the Convention is an enormouslycomplex task. The importance of the impacts of climate change on island
and low-lying countries,tropical developing countries and the potential impacts on fossil fuel producing and fossil fueldependent countries has meant that these negotiations have been of political significance to a
largenumber of countries. Given the importance of this issue, Australia’s position in the intemationalclimate change arena has implications for our bilateral and multilateral intemational relations.United States4. The US has
been a key player in climate change negotiations and Australia has cooperatedclosely with the US on a range of mutually important issues. Australia and the US are members ofthe JUSCANZ group (non-EU OECD
countries) and in addition meet regularly in an Asia-Pacicgrouping of developed countries (US, Canada, Japan, Australia and New Zealand) to exchangeviews and to cooperate in the development of our positions.5.
Management of Australia-US relations on climate change will be critical for Australia over thecourse of these negotiations. US positions are closer to those of Australia than those of the EU,although the likelihood of a shift
towards binding uniform targets raises concems similar to those inrelation to the EU. There is also the possibility that the US will take unilateral trade measures whichcould be detrimental to Australian interests if the Berlin
Mandate outcome specifies policies andmeasures.6. The ‘greening’ of US foreign policy in the lead-up to the November Presidential electionsmeans that US Administration officials are seeking to distinguish the US position
from those of itstraditional allies on climate change issues. There is a danger that in order to secure a deal duringthis period the US Administration could reach an accommodation with the EU (in particularGermany and the
Netherlands) over the level of a uniform target. If this were to eventuate, it wouldeffectively cut off options for Australia and we will need to watch developments suggesting thisCABINET-IN-CONFIDENCE



CABINET-IN-CONFIENCE- 43 - ATTACHMENT Ipossibility closely.7. In these circumstances pursuit of our objective of differentiated country targets could easilyleave us at odds with the US as well as the EU, and create
an irritant in the bilateral relationship asthe US seeks to position itself on the high moral ground of its ‘pro-environment’ stance bycriticising our stance of seeking to have our particular national circumstances recognised in
thenegotiations.8. On the basis of past experience, Canada would fall into line with such a US stance, leavingAustralia with few allies (perhaps only OPEC).European Union9. There is a strong possibility that Australian
resistance to EU proposals on binding uniformtargets and on international coordination of policies and measures could result in the EU and otherEuropean countries characterising Australia as seeking to obstruct
achievement of an effectiveenvironmental outcome.10. This could possibly have repercussions in other areas of the bilateral relationship with the EUat a time when we are seeking to broaden and deepen the relationship
(now that the implementationof the Uruguay Round has removed many of the bilateral irritants that have plagued the relationshipin the past).Pacific Island Countries (PICs)ll. A number of PICs see mitigation of climate
change, given the risks of sea level rise it presents,as a question of national survival - or at least anticipate dramatic adverse impact should sea levelrise occur. During the negotiation of the Convention, Australia was
supportive of PIC concerns.Australia has also been a strong contributor to efforts by PICs to address climate change,participating in projects such as the Sea Level Monitoring Project involving eleven PICs with abudget of
more than $13.5 million over ten years, Bureau of Meteorology training with a budget ofover $1 million and funding for a South Pacic Regional Environmental Program (SPREP) climatechange ofcer.12. Relationships with
PICs suffered considerable strain, however, in the wake of the rstConference of the Parties to the Climate Change Convention (COP1) in March-April 1995. Asmembers of the Association of Small Island States (AOSIS),
PICs wanted COP1 to adopt the AOSISdraft Protocol. Australia argued that COP1’s objective was to agree a mandate for negotiations onstrengthening existing commitments and that the draft AOSIS protocol would be
considered as oneof a range of options during the process of negotiating future commitments. Pacific island countries(together with other members of AOSIS) were highly critical of Australia’s stance at COP1, withsome of
the PICs expressing a sense of betrayal over Australia’s inability to endorse the draft AOSISprotocol (which Australia had not rejected but in fact defended, as one of the proposals on the tableto be taken into
consideration).13. Australia also played an active role in the negotiation and implementation of the BarbadosProgram of Action on Small Island Developing States. The outcome of COP1 may have resulted inthe perception
that expectations resulting from Barbados have been undermined by the positiontaken by Australia.CABINET-IN-CONFIDENCE



CABINET-IN-CONFIDENCE- 44 - ATTACHMENT I14. Following the meeting, Australian missions in the Pacific made representations at seniorlevels, setting out Australia’s position on climate change (particularly on the
position Australia tookat COP1 on the need to involve signicant developing country emitters in mitigation commitments),reaffirming that Australia supports PIC interests in the context of climate change, and that Australiais
committed to and is taking action to reduce greenhouse gas emissions. Climate change has beena sensitive and difcult aspect of bilateral relations and at meetings of the South Pacific Forumsince COP1, and will continue
to require careful and sensitive handling.Other developing countries15. It is clear that additional steps by Australia and Annex I countries alone will be of limitedvalue in addressing the global problem of climate change if
they are not followed by actions bythose developing countries which are becoming significant emitters. Emissions from the rest of theworld already exceed those of the OECD countries and are increasing significantly (e. g.
theInternational Energy Agency forecasts that over the period to 2010 the increase in annual carbondioxide emissions in China will be more than the increase in the whole of the OECD.) Anylong-tenn solution to the
problems of climate change must therefore involve action to limit theemissions of those developing countries which are becoming signicant emitters.16. However, any attempt by developed countries to have developing
countries assumecorrrmitments will be strongly resisted with use of the well-rehearsed arguments and rhetoric of theNorth-South debate. Any developed country taking a position too far ahead of other developedcountries
on this issue may be singled out for criticism.l7. The commitment of developing countries in Asia will be important in achieving effectivegreenhouse gas emission reductions in the longer tenn. In this context, Australia’s
position onclimate change issues may be scrutinised at the upcoming ASEAN-Australia forum (25-26 June), theAPEC Sustainable Development Ministers Meeting (9-12 July) and the APEC Energy MinistersMeeting
(August).Multilateral18. Any disagreements on climate change issues may also spill over into other multilateralforums. In particular, it will be a focus at the special session of the UN General Assembly in June1997 which will
review follow-up to UNCED (the Convention comes under the UNCED umbrella).CABINET-IN-CONFIDENCE



CABINET-IN-CONFIDENCE-45- ATTACHMENT]FEATURES OF KEY COUNTRY POSITIONS AND NEGOTIATING OBJECTIVESThis attachment sets out the positions of the following key countries and country
groupingson the main elements of the Berlin Mandate negotiations:I. European Union;H. Other OECD Europe;IH. United States;IV. Canada;V. Japan;VI. New Zealand;0 VII. Alliance of Small Island States (AOSIS);VIII.
Organisation of Petroleum Exporting Countries (OPEC);IX. G77 and China; andX. Economies in transition.I. European Union2. A recent European Commission report has concluded that EU carbon dioxide emissions willbe
around 5.5% above 1990 levels by 2000. Emissions are projected to fall in Germany (primarilydue to the collapse of East German industry and improvements in energy efficiency afterreunification), the UK (due mainly to the
shift from coal to gas for power generation) and“ Luxembourg.3. By way of comparison, under ofcial projections, emissions will be 1% below 1990 levelsin 2000. Environmental NGOs have been critical of this gulf between
rhetoric and reality,highlighting the hypocrisy of the strong environmental position the EU has taken in the Berlin0 Mandate negotiations when it has been unwilling to take the steps necessary to meet theConvention’s
implied target.4. Despite this the EU has been, and is likely to continue to be, the driving force behind thenegotiations to strengthen the commitments of developed countries, and it has tabled a number ofproposals on
targets and timetables and policies and measures.Targets and timetables5. EU member states have suggested the following targets and timetables:a. UK: reduce greenhouse gas (GHG) emissions by 5-10% from 1990
levels by 2010; andb. Germany: reduce carbon dioxide emissions by 10% relative to 1990 levels by 2005 andan indicative target of around 15 - 20% by 2010.6. Despite much intemal debate, the EU has been unable to
arrive at a consensus on anappropriate target and timetable. This has been due to their inability to agree on an intemal burdensharing fonnula. Under the Convention, regional integration organisations (i.e. the EU)
areCABINET-IN-CONFIDENCE



CABINET-IN-CONFIDENCE- 46 - ATTACHMENT Jpermitted to meet the commitment collectively rather than requiring each member state to meet thecommitment on an individual basis. However, the EU has been unable
to agree on burden sharingarrangements, with ‘high performing’ countries like Germany, UK and Denmark willing to share theburden with the less wealthy Southem EU members, but not with relatively wealthy‘non-
performers’ such as France.7. In addition, the EU has yet to reach consensus on whether the targets should be legallybinding or a target to be achieved on a best endeavours basis.8. There also appears to be a difference
of views on whether the target should be based on thecomprehensive approach (i.e. including all gases, and sources and sinks) or whether differentgas-by-gas targets should be adopted. For example, the UK proposal is
based on the comprehensiveapproach (given the continuing reduction of UK coal mining, substantial reductions in methane arelikely), while the German proposal is a carbon dioxide only target; with other targets to
beestablished for other gases. Other European countries have supported gas-by-gas targets (theNetherlands, and Switzerland), particularly focusing on severely limiting peruorocarbons (PFCs); astrong greenhouse gas
produced by aluminium smelters, which could be of considerable interest toAustralia as a major aluminium producer.9. The EU has expressed a detemiination to resolve these intemal difculties and present anagreed EU
position on targets and timetables for COP2 in July 1996. In the event this is notachievable, the EU will instead seek to focus attention on policies and measures.Policies and measures10. The EU is seeking agreement to a
set of mandatory coordinated policies and measures to beapplied by all OECD countries and has also tabled a list of possible policies and measures andproposed a structure for a protocol to this end.Other issuesll. The EU
has also supported lower (if unspecified targets) for the Economies in Transition(EITs) due to their substantially lower per capita income levels. The current expectation is that theEITs will join the EU in the 2000-2010
period. This may provide the EU greater scope to collectivelyachieve any AGBM target for the post-2000 period as, due to the collapse of their economies, theEITs are unlikely to reach their 1990 levels of emissions by
2005-2010.H. Other OECD Europe12. Other European developed countries (e.g. Switzerland and Norway) have taken a similarline to the EU on most issues including policies and measures and targets and timetables.l3.
Switzerland has supported the gas-by-gas approach to targets and timetables and suggestedthe phase-out of PFCs.14. Norway is looking for an accommodation within EU positions but with the added objectiveof achieving
some form of burden sharing arrangement. Norway has also expressed concem aboutthe possible disadvantage it may face in achieving any target due to the high level of emissions intheir exports (particularly to the
EU).CABINET-IN-CONFIDENCE



 CABINET-IN-CONFIDENCE- 47 - ATTACHMENT JHI. United States15. At COP1 in Berlin, Australia worked closely with the US in efforts to ensure developingcountry involvement in efforts to mitigate climate change. In
the Berlin Mandate negotiations todate, the US (and Australia) has favoured extending the process of analysis and assessment to delaycommencement of substantive negotiations on the basis of proposals currently on the
table becauseof their heavy emphasis on emissions limitation and reduction targets and timetables. As a result ofCongressional and industry pressure, the US position has focused upon seeing thorough evaluationand
assessment of options, particularly in respect of assessing the economic and environmentalimpact of policies and measures to achieve specific emission limitation objectives, prior to engagingin detailed negotiations.16.
However, the US has recently signalled a shift in its position, due to the ClintonAdministration’s view that the environment is a major election year issue. Climate change hasbeen targeted as the major intemational
environment issue. While it is still too early to predict thelikely US approach to the negotiations, it is likely that the US will favour targets and timetables andresist coordinated policies and measures.Targets and timetables17.
If early indications are any guide, the US is likely to favour relatively stringent emissionreduction targets and timetables. The US is unlikely to support differentiated targets along the linesbeing advocated by Australia. It
considers that any possible small gain to be made by advocatingdifferentiated targets would weaken the Clinton Administration’s green credentials and hence beinconsistent with its re-election strategy.18. The US’s strategy
appears to be based on Clinton winning the November Presidentialelection and then carrying the Berlin Mandate outcome through domestically on a tide ofpro-environment sentiment. An important factor in watering down
or neutralising expectedopposition from US industry could be having the outcome linked in some way to furtherdevelopment of Activities Implemented Jointly, in which the Annex I parties could gain credits forprojects
undertaken in developing countries.19. At this stage it is too early to tell whether the US is in favour of legally binding targets andtimetables. However, the US is likely to maintain its long-standing support for a
comprehensiveapproach to targets and timetables (i.e. including all gases, sources and sinks).Policies and measures20. Congressional and industry pressure appears resolutely opposed to mandatory coordinatedpolicies
and measures. Consequently, the US is likely to focus on the need for thorough evaluationand assessment of all options, particularly in respect of assessing the economic and environmentalimpact and the need for
coordination prior to engaging in detailed negotiations.Other issues21. In its report to COP1 on steps it had taken to implement the Convention, the US reported thatits action plan, adopted in October 1993, projected a
return to 1990 levels by 2000. However, fasterthan expected growth in the economy, a drop in oil prices and failure by the US Congress to providefull funding for the plan is likely to lead to a significant shortfall in emission
cuts.CABINET-IN-CONFIDENCE



CABINET-IN-CONFIDENCE- 48 - ATTACHMENT J22. While modified projections are not yet available, US emissions grew by 4.4% in the period1990 to 1994. This would suggest that the US is unlikely to achieve the
Convention’s implied target.IV. Canada23. Canada has broadly similar economic circumstances as Australia, including high populationand emission growth and a relatively high cost of reducing emissions. As a
consequence, theCanadian approach to the negotiations has been similar: they have argued for comprehensiveanalysis and assessment which would allow substantive negotiations to gradually build on thatbasis. Canada
has also worked closely with Australia to promote a comprehensive approach(dealing with all greenhouse gases, and all greenhouse gas sources and possible gas sinks such asforests).24. However, unlike Australia, most
of Canada’s trade is with other OECD countries(predominantly the US) and, consequently, it has less to lose from efforts to reduce emissionsprovided other OECD countries also participate in mitigation activity.Targets and
timetables25. In its report to COP1, Canada indicated that with current policies in place, emissions in 2000will be 11% higher than they were in 1990. The Canadian Liberal Govemment in its 1993 electionplatform undertook
to meet all Canadian environmental commitments, and further promised toreduce greenhouse gas emissions by a further 20% by 2005. However, Canada seems now to haveabandoned its 2005 target, as it will not even be
able to meet its 2000 target.26. In February 1995 at a meeting between the Federal Environment Minister and provincialenvironment Ministers, a national strategy to cut greenhouse gas emissions was adopted. Thisstrategy
does, however, fall short of the 2000 target, with emissions predicted to be 13% higher than1990 levels. VVhile specific details of the agreement are sketchy, it is known that the provinces haveagreed upon the voluntary
implementation of emission control policies, however, there is nothingbinding on the provinces, in the new agreement, to pursue policies consistent/compatible withfederal targets. The new agreement is nevertheless an
advance from the positions adopted inprevious meetings where some provinces rejected the notion that global warming posed a seriousthreat to Canada. The provinces of British Columbia and Ontario are planning
provincial initiativeswhich go much further than those agreed to in the National Strategy. Both of these provinces havecommitted themselves to implementing a series of regulatory measures in addition to the voluntarysteps
agreed to by other provinces. Some provinces (notably oil rich Alberta) continue to reject thenotion that global warming poses a serious threat to Canada.Policies and measures27. Canada has adopted a relatively low prole
on this issue and followed the lead of the US.V. Japan28. Japan is heavily focused on its position as likely host of COP3 in 1997 and its desire that themeeting will be a success. Its strategy for the negotiations seems to be
to minimize the complexityof negotiating issues in order to maximise chances of completing the negotiations within the timeframe.CABINET-IN-CONFIDENCE



CABINET-IN-CONFIDENCE- 49 - ATTACHMENT JTargets and timetables29. Latest indications are that Japan is likely to revert to the 1991 proposal it made for a"pledge and review" type of outcome which would give
exibility in tenns of individual countrycommitments, making it easier for all countries to sign on, but with little basis for confidence aboutthe effectiveness of such an outcome or basis for assessing equity. Japan is particularly
concemedabout the difculty it would have in reducing emissions given their already very high level ofenergy efciency and the need to ensure intemational competitiveness with developing countries inthe Asia-Pacific
region.Policies and measures30. In the negotiations thus far, the Japanese have continually promoted the ’menu’ approachwhich would allow a country the exibility to chose policies and measures in line with theirnational
circumstances. However, due to its high energy prices, high energy efciency andstandards, the Japanese could support coordinated policies and measures - including harmonisedintemational energy efciency standards and
carbon taxes - at little or no economic cost.Other issues31. In ratifying the Convention, Japan unilaterally interpreted the implied target to require Japanto return to 1990 emission levels by 2000 on a per capita basis. Given
an expected populationgrowth rate of 0.4% per year, this implied an increase in absolute emissions of around 4%. Oncurrent projections, Japan’s emissions are expected to be around 1.8% above 1990 levels in 2000.VI.
New ZealandTargets and timetables32. New Zealand remains strongly in favour of a comprehensive approach (i.e. which includesall sources and sinks). New Zealand is confident it can easily achieve, indeed exceed, any
agreednew target and timetable by enhancing its sinks capacity (i.e. growing forests). Consequently, NewZealand has also strongly supported Activities Implemented Jointly, whereby other countries couldinvest in New
Zealand forests and share in any resulting emission credits.Policies and measures33. New Zealand appears rmly committed to a harmonised OECD-wide carbon tax as the mosteconomically efficient and environmentally
effective approach to reducing greenhouse gasemissions.Other issues34. Mainly through enhancing its forests’ capacity to act as sinks, New Zealand emissions areexpected to be around 13% below 1990 levels in 2000.VII.
The Alliance of Small Island States (AOSIS)35. AOSIS wants to see negotiations conducted on the basis of its draft protocol. AOSIS hasargued in the Berlin Mandate negotiations that sufcient scientific material is already
available andthat new analysis would detract from the focus on negotiations. However, AOSIS has beenunsuccessful in gaining endorsement for these positions and a reassessment of its approach can beCABINET-IN-
CONFIDENCE



CABINET-IN-CONFIDENCE- 50 - ATTACHMENT Jexpected in seeking to attract wider developing country support for having the AOSIS draft protocolaccepted as the basis for the negotiations.Targets and timetables36.
AOSIS strongly favour emphasis on targets and timetables to ensure an environmentallyeffective set of commitments. The AOSIS draft protocol proposes all Annex I countries reducecarbon dioxide emissions by 20%
relative to 1990 emissions by 2005. This is currently the moststringent target so far proposed.VIH. Organisation of Petroleum Exporting Countries (OPEC)37. OPEC countries can be expected to continue to argue that
climate change has yet to beproperly established and consequently any additional developed country commitments to reduceemissions are premature.38. This long standing uncooperative approach has been based on the
recognition that anyefforts to reduce emissions by developed countries (either through policies and measures or targetsand timetables) will inevitably reduce the demand and price of oil and hence have adverse impactson
their oil revenue.IX. G77 & ChinaTargets and timetables39. While there is no single view within the group, the majority of developing countries -particularly the major greenhouse emitters - could be expected to continue to
support relativelystringent targets and timetables for two major reasons.40. First, the impact of climate change is expected to be most severe on developing countries,with the Intergovernmental Panel on Climate Change
estimating that the costs of no action couldreduce developing country income by as much as one-tenth, compared with 1-3% in developedcountries. This issue is particularly important for developing countries in regions
expected to beparticularly severely affected by climate change, e.g. AOSIS countries, Bangladesh and other lowlying countries and much of Sub-Saharan Africa.41. Second, and more cynically, stringent action by
developed countries to reduce emissionscould provide a competitive advantage to industries in developing countries, including byencouraging energy intensive industries in developed countries to move offshore to
developingcountries in order to avoid any climate change related constraints (e. g. regulations or taxes).Policies and measures42. Developing countries are particularly concemed to ensure that any policies and
measuresimplemented as a result of the Berlin Mandate negotiations not impact adversely on them. Thisview was strongly expressed in reaction to the EU proposal on policies and measures, with a diversegroup of
countries - including China, Republic of Korea, Egypt and India - arguing strongly thatany policies and measures adopted must conform with provisions of the intemational trading systemand not constitute new barriers to
trade.43. The issue of the impact of developed country policies and measures on developing countriesCABINET-IN-CONFIDENCE



CABINET-IN-CONFIDENCE- 51 - ATTACHMENT Jis expected to gain importance during the ongoing negotiations.X. Economies in transitionTargets and timetables44. Russia and the Eastem European countries, who are
included as Annex I countries under theConvention, have indicated that they will be seeking to ensure a differentiated level of commitmentcompared with OECD Annex I countries. This reects the fact that while depressed
economicactivity in these countries has reduced greenhouse gas emissions during the period of theConvention’s implied target (up to 2000), as the reform process continues, activity and growth afterthat period will see
these countries substantially increase their emission levels. It is not, however,certain whether these countries will reach 1990 emissions until signicantly after 2000.CABINET-IN-CONFIDENCE



CABINET-IN-CONFIDENCE- 52 - ATTACHMENT KIPCC SECOND ASSESSMENT REPORT AND ITS IMPLICATIONSIntergovemmental Panel on Climate Change (IPCC)The IPCC was jointly established by the World
Meteorological Organisation and the UNEnvironment Programme in 1988. Its task is to assess available scientific, technical andsocio-economic information relating to the various components of the climate change
issue,including potential impacts and mitigation options.2. The IPCC does not make policy recommendations.Second Assessment Report (SAR)3. The IPCC’s SAR, released in December 1995, is internationally accepted
as representing thecurrent state of knowledge in relation to climate change science, impacts, mitigation technologiesand economics.Climate change science4. The key scientic ndings of the SAR are that:a. greenhouse gas
(GHG) concentrations have continued to increase;b. anthropogenic aerosols (i.e. airborne particles resulting mainly from fuel combustion)tend to produce negative radiative forcings;c. climate has changed over the past
century;d. the balance of evidence suggests a discemible human inuence on global climate;e. climate is expected to continue to change in the future; andf. there are still many uncertainties.5. The statement above about a
"discemible human inuence on global climate" is stronger thanthe IPCC has made before. Together, these ndings conrm the basis of the concern which led tothe negotiation of the climate change convention, and present a
strong message to nations about theimportance of effective global action to reduce greenhouse gas emissions.6. The IPCC report presents a range of scenarios of future change: for mid-range emissionscenarios, and
including sulfate aerosols, the IPCC suggests a global mean surface temperatureincrease of 2°C, (with a range of 1.0-3.5°C ) by 2100. The corresponding estimate for global meansea-level is 50 cm (with a range of 15-95
cm). These estimates are 25-30% less than the previousbest estimate, which did not include the effects of sulfate aerosol, produced in 1990.7. The uncertainties limit our ability to detect unambiguously and to project
climate change,particularly on regional scales. The report highlights the need to reduce these uncertainties throughfocused research and systematic monitoring of climate system variables.Climate change impacts8. Most
impact studies to date have assessed how human and biological systems would respondto the climate change with a 2° to 3°C global wanning, notionally corresponding to a doubling ofCABINET-IN-CONFIDENCE



CABINET-IN-CQNFIDENCE- 53 - ATTACHMENT K_ GHG concentrations. In summarising such studies, the IPCC nds:a. human-induced climate change represents an important additional stress, particularly tothe many
ecological and socio-economic systems already affected by pollution, increasingresource demands and non-sustainable management practicesi. systems typically are more vulnerable in developing countries where
economic andinstitutional circumstances are less favourable;b. natural ecological systems, socio-economic systems and human health are all sensitive toboth the magnitude and the rate of climate change;c. crop yields and
changes in productivity due to climate change will vary considerablyacross regions and among localities, thus changing the pattems of productioni. productivity is projected to increase in some areas and decrease in others,
especially0 the tropics and subtropicsii. existing studies show that on the whole, global agricultural production could bemaintained relative to baseline production in the face of climate change projected under' doubled
equivalent carbon dioxide equilibrium conditions (this conclusion takes intoaccount the beneficial effects of carbon dioxide fertilisation but does not allow for changesin agricultural pests and the possible effects of changing
climatic variability)iii. however, focusing on global agricultural production does not address the potentiallyserious consequences of large differences at local and regional scales, even atmid-latitudes;d. the composition and
geographic distribution of many ecosystems (e.g. forests,0 rangelands, deserts, mountain systems, lakes, wetlands, and oceans) will shift as individualspecies respond to changes in climate; there will likely be reductions in
biological diversity andin the goods and services that ecosystems provide society0 i. some ecological systems may not reach a new equilibrium for several centuries afterthe climate achieves a new balance; ande.
assessments of the impact of climate change on any particular system at any particularlocation are difcult because the nature of regional scale climate change is still uncertain, ourcurrent understanding of many critical
processes is limited and systems are subject to multipleclimatic and non-climatic stresses, the interaction of which are not always linear or additive.Climate change response measures9. The IPCC SAR analyses many
options for reducing greenhouse gas emissions with the help ofboth existing and emerging technologies and concludes that "significant reductions in net GHGemissions are technically possible and can be economically
feasible, and that significant ‘no regrets’opportunities are available in most countries". The literature indicates that the risk of net damagedue to climate change, consideration of risk aversion and the precautionary approach
providerationales for action beyond no regrets.10. The SAR also examines issues of timing and equity and concludes:CABINET-IN-CONFIDENCE



CABINET-IN-CDNFIDENCE- 54 - ATTACHMENT Ka. early mitigation action can increase exibility, but the ultimate choice of abatement pathsinvolves balancing the risks of rapid abatement now against the corresponding
risk of delay;b. given that countries differ substantially in vulnerability, wealth, capacity, resourceendowments, and other factors, unless addressed explicitly, the costs of the damages,adaptation, and mitigation may be
bome inequitably. Equity considerations are therefore animportant aspect of climate change policy, and in ensuring the legitimacy of intemationalagreements.Climate change economics relating to targets and timetables11.
The costs of stabilising atmospheric concentrations of GHGs at levels and within a time framethat will prevent dangerous anthropogenic interference with the climate system will be criticallydependent on the choice on
emission time path.12. There are very few comprehensive global estimates of the economic impact of damage due toclimate change, and none published for Australia. The IPCC summarises the results of the fewstudies
available. Aggregate estimates (of economic damage arising from total damages from 2° to3°C warming - as a result of doubled carbon dioxide concentrations projected over the next century)tend to be a few percent of
world GDP, with in general, considerably higher estimates of damage todeveloping countries as a share of their GDP. Damages from possible large scale catastrophes, suchas major changes in ocean circulation, are not
reected in these cost estimates.13. The many studies in OECD countries yield a wide range of estimates of the costs of responseoptions. The wide range largely reects significant differences in assumptions about the
efficiencyof energy and other markets, and about the ability of government institutions to address perceivedmarket failures or imperfections:a. macro-economic (top-down) analyses for OECD countries suggest that the cost
ofsubstantial reductions of emissions below 1990 levels (over the next decade or two) could beas high as several percent of GDPi. in the specific case of stabilising emissions at 1990 levels, most studies estimateannual
costs in the range of -0.5% of GDP (equivalent to a gain of about $60 billion in totalfor the OECD at today’s GDP levels) to +2.0% (equivalent to a loss of about $240 billion)could be reached over the next several decades;ii.
however studies also show that appropriate timing of abatement measures and theavailability of low-cost altematives may substantially reduce the size of the overall bill;b. engineering (bottom-up) studies show that the
costs of reducing emissions by 20% indeveloped countries within two to three decades are negligible to negative.Major policy implications of the SARBasis of concern14. The findings of the IPCC on climate change and
climate change impacts confirm the basis ofthe concem which led to the negotiation of the climate change convention, and present a strongmessage to nations about the importance of effective global action to reduce
greenhouse gasemissions.CABINET-IN-CONFIDENCE



CABINET-IN-CONFIDENCE- 55 - ATTACHMENT KDangerous anthropogenic interference15. Article 2 of the Convention states:"The ultimate objective of this Convention  is to achieve  stabilisation of GHGconcentrations in
the atmosphere at a level that would prevent dangerous anthropogenicinterference with the climate system. Such a level should be achieved within a time-framesufficient to allow ecosystems to adapt naturally to climate
change, to ensure that foodproduction is not threatened and to enable economic development to proceed in a sustainablemanner."16. It is important to note that this objective implies that the rate of climate change needs to
beconsidered as well as the level of GHG, in terms of what constitutes "dangerous".17. The SAR does not specify what level of atmospheric GHG concentrations would constitutedangerous interference. The IPCC
considers that this judgement is ultimately a matter for decisionby policy makers.18. The IPCC states that at this point in time:"uncertainties remain which are relevant to judgement of what constitutes
dangerousanthropogenic interference with the climate system and what needs to be done to preventsuch interference."19. The IPCC does state that given the projected growth in atmospheric concentrations of
GHGs,interference with the climate system will grow in magnitude, so that the likelihood of adverseimpacts from climate change that could be judged dangerous interference will become greater.20. Many countries are
expected to argue at COP2 that a doubling of carbon dioxide equivalentconcentrations from pre-industrial levels would constitute a "dangerous anthropogenic interferencewith the climate system" in the sense of Convention
Article 2. Their arguments are expected to bebased on the impact studies assessed by the IPCC, some of which show some adverse impacts insome places from climate changes that may arise from such a concentration
of GHGs. However,such a conclusion has not been denitively demonstrated on the basis of scientific studies because:a. the rate, timing and magnitude of global climate change is unclear;b. the nature of regional climate
change is unclear; andc. the damages due to a particular rate, or magnitude of change are uncertain.21. In particular a subsidiary body of the Convention meeting in March 1996 considered that theIPCC had not provided
sufficient information on which to base a political judgement on this issue,and requested more specific information from the IPCC. In response to this request the IPCC hasagreed to prepare technical papers by November
1996 on the following two topics:a. modelling of stabilisation scenarios towards addressing Article 2; andb. assessment of the implications of different emission limitation proposals on projectedtemperature increases, sea
level rise and other changes in climate.22. With this in mind it would be premature and inappropriate for COP2 to make any politicalCABINET-IN-CONFIDENCE



CABINET-IN-CONFIDENCE- 56 - ATTACHMENT Kjudgement about what numerical concentration would be "dangerous".Stabilisation of atmospheric concentrations of GHGs23. The physical effect of GI-IGs on climate
depends directly on the total amount of GHG in theatmosphere (measured as a concentration). The concentration depends in tum on the annualemissions (i.e. ow into the atmosphere) and the rate of removal by sinks. "Any
eventual stabilisedconcentration is governed more by the accumulated anthropogenic carbon dioxide emissions fromnow until the time of stabilisation, than by the way those emissions change over the period. Thismeans
that, for a given stabilised concentration value, higher emissions in early decades requirelower emissions later on."24. To draw out the implications of this, the IPCC examined a range of emission scenarioscorresponding to
a range of stabilised nal concentrations of carbon dioxide (the GHG of primaryconcern) and found:"if net anthropogenic carbon dioxide emissions were maintained at near current (1994)levels, they would lead to a nearly
constant rate of increase in atmospheric concentrationsfor at least two centuries, reaching about 500 parts per million by the end of the 21stcentury."25. This nding reects the fact that carbon dioxide, once emitted, has a
relatively longresidence time in the climate system - of the order of a century or more. It also implies that somegreenhouse-induced climate change is inevitable, since the present concentration is 355 parts permillion and
pre-industrial concentration was about 280 parts per million. The IPCC also found that"stabilisation of carbon dioxide concentrations at any level lower than 3 times present day levelswould require emissions to eventually
drop substantially below 1990 emissions."26. However the time frame over which global emissions would have to make these substantialreductions ranges from several decades to over a century, depending on the final
concentrationsought.Options for future pathways to achieve stabilisation27. Decisions with respect to Article 2 of the Convention involve three distinct but interrelatedchoices: stabilisation level, net emissions pathway and
mitigation technologies and policies. Thereport presents available scientific and technical information on these three choices. It also noteswhere uncertainties remain regarding such information. The long time scales
involved in theclimate system (e.g. the long residence times of GHG in the atmosphere) and in the replacement ofinfrastructure, and the lag by many decades to centuries between stabilisation of temperature andmean sea-
level, indicate the importance of timely decision-making.28. The IPCC has drawn attention to the signicant no regrets opportunities that are available inmost countries. The clear implication is that countries should act to avail
themselves of the benefitsof these ‘no regrets’ opportunities.29. The path towards stabilisation becomes important from a cost/benefit point of view and is akey issue in designing action for the future. The SAR clearly shows
that a delay of actions and anincrease of emissions approximately along a ‘business as usual’ path for another decade or twoimplies a more rapid switch over to a reduction later. However, to enable such later,
sharperCABINET-IN-CONFIDENCE



CABINET-IN-CONFIDENCE- 57 - ATTACHMENT Kreductions in emissions requires that the necessary technologies and policies be at least underdevelopment, so that they will be available when required.30. Moreover, for
Australia, or indeed any individual country, to take action beyond no regretswould require careful consideration by government in the light of the possible economic cost,environmental benet, the disparate time frames of the
costs and benefits that would be involved,the actions proposed by other countries, and the evolving scope of no regrets as technology andeconomic structures evolve.Australian position31. Australia should endorse the
work of the IPCC and the SAR.32. Pressures may be expected at COP2 for a political decision on what constitutes dangerousanthropogenic interference and to specify appropriate paths to stabilisation. Such a decision
would0 have a major inuence on COP2 negotiations on targets and timetables and policies and measures.Australia should resist such pressures as premature, noting that the Convention’s subsidiary bodieshave requested
the IPCC to provide more specific information.CABINET-IN-CONFIDENCE



CABINET-IN-CONFIDENCE-58- ATTACHMENTLUNILATERAL INTERPRETATIONS OF "EQUITABLE CONTRIBUTION"The Convention provides for, but does not dene or specify what constitutes, an equitableoutcome
and to some extent the interpretation has been left to individual countries. Following areexamples of several Annex I countries which have unilaterally modified the implied Conventiontarget of returning emission levels to
1990 levels by 2000 to reect national circumstances:a. decisions in Japan and France to set targets to 2000 in terms of per person emissions ofcarbon dioxide, in recognition of the close correlation between population
growth and growthin greenhouse gas emissions (Government of Japan 1994; International Energy Agency 1994);b. the introduction in Denmark and Finland of an import correctional factor to account foremissions from
imported electricity on the grounds that base year emissions would have beenhigher if imports had been replaced by domestic production (International Energy Agency1994; Ministry of the Environment, Denmark 1994).
Adjustments of this type suggest theimportance of so called ‘emissions embodied in trade’. Further, they raise issues aboutwhether emissions should be attributed on a production or consumption basis, or
whethergovemments should be free to choose;c. in Sweden and The Netherlands, 1990 emission levels were adjusted to reect the unusuallymild northern winter that year, which led to below average emissions from fossil
fuel generatedspace heating (Govemment of The Netherlands 1994; Ministry of the Environment and NaturalResources, Sweden, 1994). Adjustments of this type highlight how countries might bedisadvantaged (or
advantaged) by the choice of base years, or indeed end points, to achievegiven targets; andd. the European Union’s choice to meet a common target of stabilising greenhouse gasemissions (‘bubble’ arrangement)
recognises that different member states have differentdevelopment needs, scope for cost effective abatement and capacity to invest in emissionreduction activities. This is reected in the fact that Spajn’s emission are
projected to increaseby 20-25% over the 1990s, while Germany is aiming to reduce emissions to 25-30% below1987 levels by 2005 (Intemational Energy Agency 1994; Federal Ministry of the Environment,Germany,
1993).CABINET-IN-CONFIDENCE



CABINET-IN-CONFIDENCE- 59 - ATTACHMENT MNEGOTIATING OPTIONS AND PROPOSALS: TARGETS AND TIMETABLESThis Attachment lays out the range of proposals which have been submitted and
optionscanvassed in the Berlin Mandate negotiations relating to quantified emission limitation andreduction objectives (QELROs) and timetables.2. The Berlin Mandate requires the negotiations to set ‘quantified emission
limitation andreduction objectives’ for action by Annex I parties according to specified time frames, such as2005, 2010 and 2020. The use of the word "objectives" as distinct from "targets and timetables" issignificant, as
"targets" are often equated with a common unifonn target - the term "quantifiedlimitation and reduction objectives" is open to a broader range of interpretations. The reference toboth limitation and reduction objectives is also
signicant as it requires consideration of a range ofoptions such as a common uniform target for all Annex I parties, setting of limitation or reductionobjectives for Annex I parties as a group, or setting different objectives for
each Annex I party.Uniform targets3. The following specific uniform targets have been suggested and remain the starting point fornegotiations on developed country targets:a. Alliance of Small Island States (AOSIS)
proposal: reduce carbon dioxide emissions by20% relative to 1990 emissions by 2005;b. UK proposal: reduce greenhouse gas emissions by 5-10% relative to 1990 levels by2010; andc. German proposal: reduce carbon
dioxide emissions by 10% relative to 1990 levels by2005 and 15-20% by 2010.4. Each of these proposals establishes a uniform target to be met by each party in the target yearexpressed in terms of a historical base year.
As the Convention’s implied target requires parties toretum greenhouse gas emissions to 1990 levels by the year 2000, another option which couldemerge in the negotiations would be stabilisation of greenhouse gas
emissions at 1990 levels (i.e.retum and maintain emissions at 1990 levels).Separate targets for different categories of parties5. This approach has been suggested by some European countries to meet the special needs
ofthe Eastem European Economies in Transition (EITs). At its simplest, this approach is likely toincorporate only two categories of countries, OECD and EIT countries, with different uniformemission targets for each group
based on 1990 emissions. The EU proponents of this option wouldsee OECD countries adopting uniform targets along the lines of options outlined in paragraphs 3 and4 above. Those applicable to the EITs have not been
addressed.Differentiated targets within sub-groups of Annex I parties6. A significant negotiating issue yet to be resolved is whether the Berlin Mandate outcomeshould continue to allow regional integration organisations
(such as the European Union) to meetthe commitment collectively rather than requiring each member state to meet the commitment on anindividual basis. This gives the EU substantial intemal exibility about how it
distributes the task ofmeeting the target, but this is not a exibility available to others except if agreed as part of theCABINET-IN-CONFIDENCE



CABINET-IN-CONFIDENCE- 60 - ATTACHMENT Moutcome.Collective Annex I target with differentiated individual Annex I targets7. Although advocated by a number of countries, including Australia in advancing our
equityand differentiated targets objectives, other countries have argued that agreeing on an appropriatedifferentiation of commitments among all Annex I parties would be a complex and difcult issue toaddress. Only one
practical approach to addressing the distributional complexities has, so far, beensuggested in the negotiations. Under this approach, all Parties would be required to reduceemissions by a certain percentage from business-
as-usual projections (i.e. ‘without measures’projections), rather than returning emissions to 1990 levels as is currently the case.Cumulative target approaches and emission budgets8. A further approach suggested is to
consider cumulative emission targets. The currentapproach requires countries to aim to retum emissions to 1990 levels by a certain target year, 2000.The level of emissions during the intervening period, 1990 to 1999, have
no bearing on whether thetarget is achieved. Under a cumulative approach, the emission target would relate to the entireperiod of the agreement, and not just to the target year.9. Such an approach could, to some extent,
address possible difculties that arise from one-offfactors impacting on the target or base year. For example, some countries have found it necessaryto modify the 1990 (base) emission levels to account for factors such as
unusually high levels ofimported electricity or unusually mild winters.10. Some countries have also suggested the possibility of emission banking approaches. Undersuch an approach, providing premiums for early action
would encourage early emission reductions.Furthennore, by allowing countries to accrue emission credits and debits from one agreementperiod to the next, such an approach could lay the foundation for successive climate
changeagreements and provide countries the exibility to adopt a long term view to reducing emissionsconsistent with the very long life of major investments (e.g. power stations). Such an approachcould thus provide an
environmentally and economically effective approach to setting emissionreduction objectives.Timetablesl 1. Preliminary consideration has so far been given to the issue of the appropriate timetable toapply for the Berlin
Mandate outcome (e.g. 2005, 2010, and 2020). It has been recognised that theimplications of setting targets for longer time frames such as 2020 will need to be carefullyconsidered and analysed, as will the linkage to the
outcome of negotiations on policies andmeasures.12. Ideally long term targets are conducive to better planning but this only holds if there issufficient degree of certainty conceming other key variables within the planning
horizon. Theimplications for Australia of a long term target, such as 2020, are very difficult to assess as it is notclear what the costs of such a target would be. Some top-down econometric modelling studiesshow these
economic costs to be significant with impact on our coal and resources sectors andaluminium and steel industries (e.g. the DFAT/ABARE study on Global Climate Change), while otherstudies particularly those involving
bottom-up modelling show different results. On the other hand,there is the argument that long term targets can positively inuence companies’ investmentCABINET-IN-CONFIDENCE



CABINET-IN-CONFIDENCE- 61 - ATTACHMENT Mdecisions through technology forcing (i.e. building into companies’ and govemments’ expectationsthe need to limit greenhouse gas emissions and therefore forcing
research and development).Outlook for the negotiations on targets and timetables13. ~ Although parties have suggested many possible approaches to targets - some of which couldwell be superior in economic,
environmental and equity terms - the established precedent andsimplicity of a uniform target approach make it a probable outcome. It is this approach which isassessed as likely to attract the necessary support to be
seriously negotiated within the time frameremaining of the Berlin Mandate.14. Economies in transition are expected to support a uniform target approach provided there is aseparate and lower target for them compared with
developed countries.Should the target be legally binding?15. While the AOSIS proposal stipulates the need for legally binding targets (i.e. no caveats), theUK and German proposals are silent on this issue.16. A major
difculty with accepting legally binding targets is that in view of the currentuncertainty in estimating emissions and the lack of consistency in countries’ reporting, it would beextremely difcult to ascertain at any particular time
whether a party was complying with the legalinstrument or was in breach of international law. In addition, if there were no exibility built intotargets, it would not be possible to allow for the impact of unforeseen developments,
which couldlead to parties being in breach of the legal instrument (and possibly subject to penalties) through nofault of their own.17. On the other hand, if the targets were set in a way that ensured that they were
sufficientlyequitable and exible, there could be advantages in making them legally binding. If they werebinding, it is more likely that parties would comply with them and longer term targets would bemore likely to survive
shorter ten'n variations to national policy. To the extent that many partieswould be willing to take costly abatement action only if other parties would do the same, bindingtargets could provide an assurance that action could
be taken by one country without the fear thatthe failure of other countries to do the same would disadvantage it economically. The degree oflikelihood of compliance would, however, be inuenced to a large extent by the
legal consequencesof non-compliance under the Agreement, including whether or not and if so, what, sanctions orpenalties could be imposed. It is not yet clear whether the legal instrument resulting from the BerlinMandate
negotiations will stipulate consequences of non-compliance or will contain a disputesettlement mechanism different from that of the Convention.18. The dispute settlement provisions of the Convention do not allow penalties
to be imposed fornon-compliance (unless a State agrees to compulsory adjudication or arbitration under Article14(2)). A "recommendatory award" can be made following a conciliation process, but parties arenot bound to
comply with that award. Parties would still, however, be under political pressure, bothdomestically and internationally, to comply with binding obligations and a failure to do so (or beseen to do so) would have political
consequences internationally.Implications of continuing the EU ’s current intemal exibility19. The EU is seeking a uniform target for OECD countries, with the target applying to the EU as aCABINET-IN-CONFIDENCE



CABINET-IN-CONFIDENCE' - 62 - ATTACHMENT Mwhole (the so-called ‘EU bubble’), not individual member states. It is a major negotiating issue asto whether the EU bubble should be allowed to operate in the post-2000
period. The currentarrangement has the effect of eliminating equity or appropriate contributions among Annex I partiesas a concern for a significant proportion of those parties: i.e. 16 (15 member states and the"European
Economic Community") out of the 35 Annex I parties. Also, given the likelihood that"economies in transition" will have their special status acknowledged simply on the basis of thatfact and constitute a further ll of the Annex I
parties, Australia remains one of a group of onlyeight countries potentially facing a situation of being denied an equitable and appropriate share ofthe Annex I burden.What should be the timetable associated with the
target?20. The focus is expected to be on whether a single short or medium time frame would provide anappropriate Berlin Mandate outcome or, altematively, whether a shorter term objective combinedby a longer term
indicative objective would provide a more appropriate framework for long termplanning, investment decisions and research and development of new technologies.Australian position21. Australia should continue advancing
its equity arguments in seeking a Berlin Mandateoutcome that provides for ‘equitable burden sharing’ among Annex I parties, includingdifferentiated targets assessed according to such factors as cost-effectiveness, capacity
to pay, ratesof population growth and emissions embodied in trade.22. It is recognised that in the Berlin Mandate negotiations it is highly unlikely that Australia willachieve differentiation of targets to reect, for example,
different abatement costs in differentcountries or even differences in the rates of population growth. Even so, it will be important forAustralia to position itself by continuing to advance arguments for differentiation to
demonstratethat Australia’s national circumstances are different to other OECD countries’ while making clearthat Australia is prepared to make a fair and equitable contribution. This should be done in a waywhich allows us
to shift focus to minimising the impact of a unifonn target. We would do this bybuilding on the equity principles we have been advocating and ensure Australia retains theexibility to unilaterally interpret the Berlin Mandate
outcome to reect our national circumstancesand perceptions of equity (this would also be consistent with our approach to unilaterallyinterpreting the Convention’s current implied target in light of national circumstances). The
successof this strategy will require building a coalition of like-minded countries (most probably includingJapan, the US, Canada, Norway and New Zealand).23. The current uncertainty in estimating emissions, the potential
impacts of unforeseendevelopments and the lack of consistency in countries’ reporting suggest that legally binding targetswould not be in Australia’s interests. Accepting legally binding targets would, in the event ofalleged
non-compliance by Australia, enable other parties to take action against Australia underapplicable intemational dispute settlement mechanisms. Irrespective of the merits of any suchclaim, Australia could be drawn into
costly and politically damaging dispute settlement procedures.Therefore, Australia should pursue an outcome which does not involve legally binding targets.24. Australia should resist acceptance of the Convention’s current
arrangement for burden sharingamong EU member states as a means of gaining leverage on the issue of equitable burden sharingfor all Annex I parties, or on the inclusion of sufciently strong caveats to allow differences
inCABINET-IN-CONFIDENCE



CABINET-IN-CONFIDENCE_ - 63 - ATTACHMENT Mindividual country circumstances to be exercised in the interpretation of a uniform target.25. Consideration of a the appropriate timetable to apply to the Berlin Mandate
outcome raises arange of complex issues. Australia’s nal position on this issue would be premised on the nature ofthe final package resulting from the negotiations. At this stage, given the uncertainties and
potentialeconomic costs for Australia, as well as Australia’s position on providing for the involvement ofdeveloping countries in the next round of negotiations, Australia should seek an outcome whichapplies to the shortest
possible time frame (i.e. 2005, or failing that, 2010). However, this does notpreclude Australia from considering a longer time frame in the nal stages of the negotiations if thatis shown to be in Australia’s interests.CABINET-
IN-CONFIDENCE



CABINET-IN-CONFIDENCE- 64 - ATTACHMENT NEQUITABLE BURDEN SHARING AND DIFFERENTIATED TARGETSThis attachment outlines:I. Equity in the Convention and the Berlin Mandate;H. Australia’s approach
to equity;IH. Other country positions;IV. Australia’s future negotiating strategy; andV. Outlook for negotiations.I. Equity in the Convention and the Berlin Mandate2. The concept of equity is a key guiding principle in the
Convention. The Convention stipulatesthat parties should:"protect the climate system for the benet of present and future generations of humankind, onthe basis of equity and in accordance with their common but
differentiated responsibilities andrespective capabilities." (Article 3.1).3. The reference to "common but differentiated responsibilities" reflects the principle enshrinedin the Convention that developed countries should take the
lead in action to mitigate globalwarming because of their greater historical contribution to the enhanced greenhouse effect and therecognition that per capita emissions in developing countries are still relatively low and will
grow tomeet their ’overriding priorities to promote economic and social development and eradicatepoverty’. This commitment by developed countries to take the lead in combating climate changewas reafrmed by the Berlin
Mandate which precludes any additional commitments by developingcountries in this current phase of negotiations.4. In addition, both the Convention and the Berlin Mandate also require equity to be consideredmore
narrowly within the Annex I group of countries. This requirement is made explicit by notingthat efforts to reduce greenhouse gas emissions must take into account: differences in startingpoints and approaches; economic
structures and resource bases; the need to maintain strong andsustainable growth; available technologies and other individual circumstances; as well as the needfor equitable and appropriate contributions by each of these
Annex I parties to the global effort toaddress climate change.5. These caveats, although critically important, give little guidance to negotiators seeking toachieve equitable outcomes. This is the heart of the problem on
equity. While all parties accept itsimportance as a concept, there is little agreement on what it means in practice.6. Given the disproportionately large adverse economic consequences on Australia of adopting auniform
target, Australia has been at the forefront of advocating the need for equity to be an integraland fundamental element of ongoing negotiations under the Berlin Mandate.CABINET-IN-CONFIDENCE



CABINET-IN-CONFIDENCE- 65 - ATTACHMENT NEnergy Emission Reduction Task to Return to 1990Emission Levels by 2000252015105 I Iv 0Percent Australia New Canada United Japan EuropeZealand States.
Source: IEA: Energy Policies in IEA Countries - 1994II. Australia’s Approach to Equity7. Australia has argued that a uniform target approach is inequitable. For example, the percapita emission reduction task varies
substantially depending on the population growth rate ofcountries. The inequity of uniform approaches is demonstrated in the graph which provides ameasure of the emissions reductions required to return to 1990 levels
when compared to projectedemissions growth over the period 1990 to 2000. Australia has argued that while countries couldU cope with such inequities over the short term (i.e. 1990 to 2000), such inequities will grow
overtime and hence prejudice against the sustained global effort to mitigate climate change over thelonger term.‘ ‘ 8. This view is based on a recognition that:a. the uniform target approach is not cost effective and does not
recognise the fact that thecost of mitigation varies significantly across countries due to differences in resourceendowments, underlying emission growth, the scope for changing the fuel mix in electricitygeneration,’ and
efficiency in energy production and usei. the static approach of basing emission objectives relative to a historical base year(i.e. 1990) accounts for country differences at the base year, 1990ii. it does not, however, properly
address or make allowances for changingcircumstances of countries due to population, technological development, resourcediscoveries, changing trade pattems etc. Hence the inequity of the uniform approachesbased on
historical emission levels will grow over time. The DFAT/ABARE study, GlobalClimate Change: Economic Dimensions of a Cooperative International Policy ResponseBeyond 2000 provides further demonstration that
uniform approaches to limitingemissions based on historical emission levels will exacerbate the level of inequalityCABINET-IN-CONFIDENCE



CABINET-IN-CONFIDENCE- 65 - ATTACHMENT Nbetween countries over time both in respect of their required abatement and associatedcost burdens;b. while the current approach of allowing countries to make
corrections to the emissionobjectives to better reect their national circumstances and perceptions of equity couldadequately address these difculties, they could equally result in the collective Annex Iobjective not being
achieved and hence compromise the environmental objective; andc. in the absence of guidelines to define the extent of allowable divergences from a uniformtarget it could become more difficult over time for parties to
continue to be assured of equitabletreatment under such an approach, or to be assured collectively that the environmentalobjective would be realised.9. Using these arguments, Australia has strongly argued than an explicit
consideration of equitywould serve to enhance the negotiated outcome. First, the environmental effectiveness of theConvention ultimately depends on securing the maximum participation and commitment ofcountries to
achieving collective environmental outcomes. Perceptions of equity in efforts to limitemissions would bolster this process. Perceptions of unequal treatment, on the other hand, wouldachieve the opposite outcome by
creating categories of winners and losers among countries. Inother words, while perceptions of inequity can serve to bid down the environmental outcome, anequitable approach will be subject to the opposite dynamic:
collective commitment by Annex Iparties and explicit recognition of equity principles underpinning each Annex I party’s contributionto achieving it would reinforce the imperative for the achievement of the collective objective
andimprove the overall environmental outcome.10. Second, policies that promote equity can also promote economic efficiency (i.e. they can costless). The cost of reducing emissions varies greatly between countries
according to theirdependence on fossil fuels in production, their underlying rate of growth in emissions, and the costof substituting away from fossil fuels in the production of electricity. Unifonn approaches tolimiting
emissions based on historical emission levels impose unnecessarily high costs on particularcountries, as well as globally, because emission reductions are not made in their least cost locations.1 1. A further important
consideration for seeking an equitable Berlin Mandate outcome is thatsuch an outcome could help facilitate the involvement of key developing countries over time.12. If the Berlin Mandate outcome is perceived as producing
an outcome which is inequitablebetween Annex I countries, developing countries may form the view that their participation inmitigation efforts would pose excessive and inequitable costs. Consequently, their reluctance
toparticipate in the global efforts to address climate change could increase, as there would be nobuilt-in guarantees that rst steps by them would be in accordance with their individualcircumstances, level of development and
capacity to act.13. By contrast, a Berlin Mandate outcome which explicitly incorporates equity within Annex Iparties (including differences in income, population growth, economic structures and tradingpatterns) is more likely
to demonstrate the commitment of Annex I parties to ensuring equitable andappropriate treatment for all parties, thus facilitating progressive developing country participationover the longer tenn (i.e. outside the time frame of
the Berlin Mandate outcome).14. Australia’s approach in promoting equitable (and more efficient) outcomes from the BerlinCABINET-IN-CONFIDENCE



CABINET-IN-CONFIDENCE- 67 - ATTACHMENT NMandate process has been to, as a first step, establish what determines equity. Australia has soughtto gain support for the ‘ability to pay’ principle which lies at the heart
of all taxation systems (i.e.horizontal and vertical equity):a. eguitable contributions: all Annex I countries of comparable income should face broadlyequivalent economic costs on a per person basis (net national economic
cost - measured by GDPforgone - could be used to measure a country’s emission abatement efforts); andb. appropriate contributions: Annex I countries, where individuals have, on average, greater-capacity to pay, should
contribute more as in various international fora (such adjustment couldbe made on the basis of per person GDP).15. Based on these principles, equity in a climate change context could be defined as seeking toequate per
person costs, dened as the percentage of GDP foregone, incurred through emissionabatement efforts. In addition, adjustment should be made to allow for differences in a country’scapacity to pay.16. Australia has argued
that this equity principle should be one of three fundamental criteriaagainst which the appropriateness of any greenhouse gas emission target should be assessed: theother two criteria being environmental and cost
effectiveness.17. These arguments have been supported by the DFAT/ABARE study. The study found thatdifferent rules to promote equity produced widely different economic impacts across countries; thatuniform target
approaches appear to impose relatively more significant costs on countries likeAustralia, which have relatively fast projected population growth rates; and that differentiatingtargets for population growth would be relatively
more equitable.18. Further, the study estimated the annual cost of stabilising emissions at 1990 levels wouldoffset around half the reported annual gains to Australia from the Uruguay Round. The study alsofound that the
costs to Australia were roughly three times the cost to the EU, the United States andJapan. Finally the study found that alternative, more equitable approaches, would not only reducethe cost to Australia but also achieve
more environmental and cost effective outcomes.HI. Other countrypositions19. Although some countries - particularly Canada, New Zealand, Norway, the Netherlands andIceland - have generally supported Australia’s
equity arguments, they have not considered it crucialto their national interests to try and force the issue. Other countries - particularly AOSIS and the EUled by Germany - although not rejecting the validity of these
arguments, have taken the rm viewthat such an approach is not a feasible option in the limited time remaining for the Berlin Mandatenegotiations to conclude. They are in favour of a uniform target approach because of its
establishedprecedence, simplicity and ease of negotiation.20. The major reason for the lack of strong support from any other country is that, apart fromAustralia, countries have relatively little to lose from a continuation of
the current approach.21. The EU, as a regional economic integration organisation, is allowed to collectively meet theuniform target rather than have each EU member meet the target individually. The
economiccircumstances are such that the EU, as a whole, is favoured by a uniform target approach.Consequently, the EU’s interests are best served by negotiating its burden sharing arrangementsCABINET-IN-
CONFIDENCE



CABINET-IN-CONFIDENCE- 68 - ATTACHMENT Ninternally rather than sharing the burden with other OECD countries (and accepting a greatercollective commitment).22. Japan is also not badly affected by the uniform
target approach and has little to gain fromsupporting more equitable approaches.23. The US, although concerned about the relatively low burden of the EU under the currentapproach, is unlikely to gain signicantly from
more equitable approaches. It sees the danger ofdifferentiated targets resulting in the US being required to do more under a uniform target approach.The US’s basic assessment is that it could not sell domestically an
outcome involving differentiatedtargets for OECD countries which would allow Australia to increase its emissions but require areduction in US emission levels. Furthermore, it considers that any possible (small) gains made
byadvocating alternative approaches could signicantly damage the Clinton Administration’s greencredentials; an important consideration in an election year.24. Canada, New Zealand and Australia have most to gain from
equitable approaches. However,unlike Australia, most of Canada’s trade is with other OECD countries (predominantly the US) and,consequently, it is less concerned about the implications of uniform approaches for its
intemationalcompetitiveness and the potential for its industry to move offshore to developing countries. NewZealand is condent that it could meet any uniform commitment by enhancing its ‘sinks’ (i.e.forests) capacity to
absorb emissions to offset increases in emissions from other sectors.25. The Economies in Transition also support the continuation of the uniform target approachprovided the Berlin Mandate outcome contains a separate
and lower target for them compared withdeveloped countries.26. While there is no single view among developing countries, the majority - particularly themajor greenhouse emitters - could be expected to oppose further
development of Australia’sposition on equity, as the successful development of an approach for negotiating equitablecontributions in the Berlin Mandate outcome could make it more difficult for them to avoidmitigation
commitments in future negotiating rounds.IV. Australia’s future negotiating strategy27. It will be important for Australia to continue to develop and elaborate its equity arguments inthe Berlin Mandate negotiations for at least
the following two reasons:a. First, continuing to focus on equity and differentiation should lay the basis for Australiato pursue more equitable approaches in future rounds of negotiations, including incrementalsteps for
progressive participation by developing countries and progress towards the mosteconomically efcient and equitable long term solution to mitigating climate change. A longtenn outcome which meets these objectives would
be a tradable quota regime which involvedan acceptable system of initial allocations.b. Second, while Australia should continue to articulate the general case for equity inclimate change negotiations and to set out specific
ideas on equity, we recognise that in thisround of negotiations it is highly unlikely that we will achieve differentiation of targets toreect, for example, different abatement costs in different countries or even differences in
therates of population growth. At some stage in the negotiations, we will therefore need to shiftour focus to minimising the impact of a uniform target by unilaterally interpreting the BerlinMandate outcome to better reect our
national circumstances and perceptions of equity (thisCABINET-IN-CONFIDENCE



CABINET-IN-CONFIDENCE- 69 - ATTACHMENT Nwould also be consistent with our approach to unilaterally interpreting the Convention’s currentimplied target in light of national circumstances).28. In line with this
approach, departments are looking to develop a number of variants andapproaches which may be worth pursuing in the Berlin Mandate negotiations.Targets based on emission projections rather than historical
emissions29. Under the uniform target approach countries are required to retum to emissions to historicalemission levels (i.e. 1990) by a particular target year (i.e. 2000 in the case of the Convention). Analtemative, possibly
more equitable approach could be to require countries to reduce emissions by acertain percentage from the hypothetical future emission levels (i.e. business-as-usual projectionswhere it is assumed no policy action has
been taken to restrict greenhouse gas emissions).30. Preliminary consideration suggests that such an approach could possibly come some way toachieving Australia’s objectives in the Berlin Mandate negotiations: to
achieve a soundenvironmental outcome; to distribute the costs equitably among Annex I countries; and to provide adynamic exible basis for successive climate change agreements including by incorporatingdynamic factors
(such as population growth and changing trade pattems). The value of theapproach is that it puts emphasis on the real drivers of emissions growth — population growth, fossilfuel intensity, trade patterns and how they vary
between countries.31. An approach based on emissions projections could also prove attractive to developingcountries laying the basis for their participation in future climate change agreements. Factors forwhich developing
countries may want special consideration (such as high population and economicgrowth rates, increases in energy intensity as economies proceed from agrarian to industrial stagesof development) are built into emissions
projections. It would be highly unlikely for developingcountries to agree to any emission reduction obligations which were based on historical emissionlevels and hence did not reect the fact that per capita emission levels in
developing countries arestill relatively low.32. Despite these arguments such an approach is likely to face strong opposition due to therecognition that the emissions for some countries - including Australia - will need to grow
relativeto 1990 levels. Other countries - particularly the EU - have also expressed strong opposition to suchapproaches; perhaps, reecting the fact that this approach would require greater emission mitigationon their part.
The opposition has been expressed in technical terms noting that such an approachwould be difcult to negotiate given the perceived difficulties in achieving international agreementon emission projection methodologies,
establishing their credibility and ensuring consistency acrosscountries. Given the reductions in emission levels known to be required to achieve the objective ofthe Convention, an outcome based on the presumption of
emissions growth is a more difficultmessage to sell environmentally than a message based on emissions reductions from 1990 levels.Per capita emission targets33. Adjusting targets for population growth recognises the
fact that as population increases,greenhouse emissions will also increase (holding all other things constant). Countries with thehighest population growth will therefore tend to have the highest underlying growth in
emissions.France and Japan have expressed the Convention implied target in per capita terms.34. Emission targets with population adjustments could also, over the longer tenn, help facilitatethe graduation of developing
countries. Developing countries typically have high populationCABINET-IN-CONFIDENCE



CABINET-IN-CONFIDENCE- 70 - 9 ATTACHMENT Ngrowth rates and may be unwilling to accept Convention commitments which fail to account fortheir underlying growth in emissions. Making explicit allowance for
population growth couldavoid, or ameliorate, North/South polarisation along "inappropriate consumption versus excessivepopulation growth" lines common in development and other forums.Targets with corrections for
emissions embodied in trade35. The issue of traded emissions is important to Australia given the continued specialisation inenergy intensive exports such as aluminium, steel and other energy intensive resources
processingindustries - specialisation which is expected to increase as a result of intemational tradeliberalisation. Future growth in these sectors could be limited by negotiating proposals based onbinding emission
commitments that do not provide for corrections for trade. Furthermore, notadjusting for emissions embodied in trade would also allow countries to ‘trade around’ disciplineson emission limitations by scaling back their
energy intensive industries and importing theirrequirements.a. The importance of trade is recognised in the Convention’s requirement to take intoaccount the situation of ’parties with economies that are highly dependent on
income generatedfrom the production, processing and export, and or consumption of fossil fuels and associatedenergy intensive products’.b. Other countries have raised the issue of trade in connection with greenhouse
gasemissions include Denmark, Norway, the Netherlands and Canada.V. Outlook for the negotiations36. Countries like the US, EU and Japan have little to gain from moving away fromundifferentiated approaches like
retuming to 1990 levels of emissions and holding at those levelsbeyond 2000, to more equitable approaches. If equity were to become a central element of thenegotiations, it would greatly complicate them and would have
the potential to extend negotiationsbeyond 1997. The US, the EU and Japan are anxious to achieve an outcome by the second half of1997. Further, research to date, including by DFAT/ABARE, shows that some of these
countries, theEU in particular, stand to derive more economic advantage from uniform target than fromdifferentiated approaches. Against this background, it is highly unlikely that Australia will be ableto achieve any of the
three differentiated outcomes specified above.37. In these circumstances, perhaps the best outcome that could be secured in this round ofnegotiations would be some form of uniform target that could be interpreted
unilaterally to reectnational circumstances (e. g. adjusting for the facts that our population is growing faster than theOECD average and we are a net and growing exporter of emissions). The target would need to bemodest
and short tenn (i.e. 2005, or failing that, 2010). Leaving Australia with this exibility isincompatible with a system of fixed, legally binding targets. Given the importance of retaining asmuch exibility as possible to interpret
outcomes, it would not be in our interests to propose (oragree to) legally binding outcomes even in the highly unlikely case of the Berlin Mandate outcometaking the form of differentiated targets based on explicit equity
principles. The danger would bethat Australia’s agreement to the principle of legally binding outcomes could have more weight andlongevity than the favoured equity rules to which it applied.CABINET-IN-CQNFIDENCE
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CABINET-IN-CONFIDENCE- 73 - ATTACHMENT ONEGOTIATING OPTIONS AND PROPOSALS: POLICIES AND MEASURESThis Attachment lays out the range of proposals which have been submitted and
optionscanvassed in the Berlin Mandate negotiations relating to policies and measures.2. All parties under the Convention are required to implement and report on national programscontaining measures to mitigate climate
change. The Convention does not specify which policiesand measures parties should implement to mitigate climate change. However, the Conventionrequires that policies and measures to mitigate climate change,
including unilateral ones, "shouldnot constitute a means of arbitrary or unjustifiable discrimination or a disguised restriction onintemational trade". Relevant policies and measures implemented by Annex I parties are listed
intheir national communications.3. The Berlin Mandate requires parties to aim, as one of the priorities in the process ofstrengthening Annex I parties commitments, to "elaborate" policies and measures. There weremany
motives for inclusion of this element in the mandate. It was felt by many that targets alonewere not sufcient to ensure implementation of the policies and measures necessary to achievethem.4. The following two broad
approaches have been suggested for elaborating policies andmeasures in the Berlin Mandate outcome:a. Menu approach: one or more lists of possible policies and measures, from whichAnnex I parties would be committed
to select those that best suited their national circumstanceswhether implemented individually or under a coordinated approachb. Mandatory approach: a mandatory set of specific policies and measures to beimplemented by
all Annex Iparties - under this option, policies and measures could beimplemented in either a uniform or differentiated manner.5. The only definite proposals to date on policies and measures have been tabled by the EU.
TheEU is strongly in favour of the Berlin Mandate outcome including binding commitments on policiesand measures, including policies and measures to be coordinated among OECD countries. Highamong some EU
member state objectives is a carbon tax harmonised among OECD countries.6. The EU has circulated a draft structure for a protocol which envisages three annexes in whichpolicies and measures would be listed:a. a list of
policies and measures to be adopted and implemented by all Annex I parties;b. a list of policies and measures to be given high priority consideration for inclusion in thenational programs of Annex I parties and for early
coordination; andc. a list of policies and measures to be given priority consideration, as appropriate, byAnnex I parties for inclusion in their national programs.7. The EU has also tabled a list of policies and measures
proposed for coordinatedimplementation by all Annex I parties:a. renewable energy sources;CABINET-IN-CONFIDENCE



CABINET-IN-CONFIDENCE-74- ATTACHMENTOb. energy efficiency standards, labelling and other product-related measures;c. carbon dioxide emissions from the transportation sector;d. economic instruments (e. g.
carbon tax);e. energy policies;f. industrial sector emissions (including voluntary agreements);g. agricultural sector emissions;h. forests;i. hydrouorocarbons and peruorocarbons; andj. actions at local level in the urban
environment.The EU proposals vary in the amount of detail provided, and the possible status of each item on thelist has not been specied in tenns of the EU’s three-annex protocol proposal.8. The EU envisages that the
annexes would be frequently reviewed and up-dated in light offurther analysis and assessment, technological progress and agreements reached on coordination ofinstruments in the Ad Hoc Group on the Berlin Mandate
(AGBM) and other fora. Further policiesand measures could be added to the annexes over time and existing ones further specied oramended. The EU is expected to submit a further list of policies and measures which it
proposes forbinding common or coordinated cormnitments in the Berlin Mandate outcome.9. The OECD/Intemational Energy Agency (LEA) has also been a contributor to development ofthought about how policies and
measures could be coordinated intemationally. Australia isrepresented on the OECD/IEA "Annex I Expert Group" which is studying policies and measures thatmay be suitable for common action. The purpose of the
Common Action Study by the OECD/IEAAnnex I Expert Group is to examine policies and measures which are potential candidates forcommon or coordinated implementation by OECD countries with the objective of
reducinggreenhouse gas emissions. The following nine studies represent the rst of two tranches, and willbe submitted to:a. Sustainable transport: carbon dioxide emissions from vehicles (covers both nationalpackages for
achieving targets and specific measures - vehicle sales taxes, fuel economystandards)b. Energy market reform: market barriers/market access (deregulation of energy marketsand identication of barriers to trade in
electricity)c. Energy market reform: full cost pricing (taxes for emissions of non-GHG pollutants in thepower generation sectord. Economic / scal instruments: subsidy removal for the electricity and transport sectorse.
Economic / scal instruments: taxation (carbonl energy taxes)f. Demand-side efficiency: voluntary agreements with industry (with industry in keysectors, e.g. iron and steel, aluminium)CABINET-IN-CONFIDENCE



CABINET-IN-CONFIDENCE- 75 - ATTACHMENT Og. Demand-side efficiency: product efficiency standards for home appliances and officeequipmenth. Sustainable agriculture / forestry: development of options for best
practice in greenhousegas reductioni. Other: financing energy efficiency in the Economies in Transition10. Consideration of the above studies is likely to give added impetus to negotiations on commonor coordinated policies
and measures. Work is also under way on the second tranche of studies,which includes:a. Energy market reform: incentives for utility demand side management and energyservice companiesb. Energy market reform:
conversion efficiency standards for thermal power plants andother electricity system equipmentc. Research and development for renewable energyd. Voluntary Agreements: electricity utilitiese. Sustainable transport:
(pricing, e.g. congestion pricing; regulation, e. g. to encouragecombined transport; and removal of subsidies/price distortions)f. Sustainable transport: incentives to introduce altemative fuels in the transport sector(fuel
specications; Govemment procurement; and tax incentives)g. Economic / scal instruments: bunker fuel tax (marine and aviation)h. Other: financing for infrastructure development in Annex I countries, in particularcountries
with economies in transitionOutlook for the negotiations on policies and measures11. Further negotiations on policies and measures will focus on their incorporation into the legalinstrument which contains the outcome of the
Berlin Mandate process. Pressure may intensify forthe AGBM to narrow down its focus to a few specific policies and measures (e. g. carbon taxes,energy efciency standards and fuel efficiency standards for motor vehicles)
on the basis of theirpotential for coordinated action in achieving emissions reductions.12. Proposals for incorporation of specific policies and measures in the legal instrument willrequire careful consideration by Australia: not
only in determining whether Australia shouldparticipate in the coordinated adoption of any such policies and measures; but also in assessing theimplications for Australia of other countries adopting such policies and
measures (which could havetrade impacts and could potentially discriminate against products from non-participating countrieson the basis of their not meeting prescribed environmental standards).13. Even under the non-
binding ‘menu approach’, the specification of policies and measures in anintemational legal instrument implies intemational acceptance and agreement to adoption of suchpolicies and measures as necessary to achieve the
Convention’s objectives. Such specification ofpolicies and measures could therefore be interpreted as meeting or superseding the existingCABINET-IN-CONFIDENCE



MlCABINET-IN-CONFIDENCE- 76 - ATTACHMENT Orequirement in the Convention to ensure that these policies and measures do not constitute a meansof arbitrary or unjustifiable discrimination or a disguised restriction
on intemational trade.14. This would have signicant trade policy implications as it would mark a major developmentin the trade and environment debate. Currently, trade measures included in multilateralenvironment
agreements have been trade bans or limitations on specific products. Inclusion ofpolicies and measures in the form envisaged by the EU and OECD/IEA would provide very broadscope for application of measures to restrict
trade (on multilaterally sanctioned environmentgrounds) across a broad spectrum of electrical goods, mechanical and industrial machinery, motorvehicles and, ultimately, commodity trade.Australian position15. Any
provision in the Berlin Mandate outcome which specifies particular policies andmeasures would have major implications on both the trade and environment fronts. Inclusion ofpolicies and measures in the outcome in the
manner so far proposed raises signicant trade policyconcerns, as well as specific trade concerns in terms of the possible adverse trade impact thatcoordinated implementation of these measures could have on Australian
export interests if adoptedby other Annex I parties. Given the wide scope of economic activities involved in addressingclimate change, it could have impact across virtually all economic sectors that are signicantgreenhouse
gas producers. The issue is therefore one which has broader implications than thespecific provisions of the Berlin Mandate outcome, and Australia should accordingly adopt acautious approachl6. From a trade policy
perspective, inclusion of these policies and measures as proposed by theEU would be establishing significant precedent about the nature of the relationship betweenintemational trade rules and action to protect the
environment. The rationale for common orco-ordinated adoption has been that unilateral adoption is not feasible for trade competitivenessreasons. Measures adopted collectively, with built-in penalties to deal with "free
riders" who do notparticipate would establish a multilaterally sanctioned basis on which to discriminate against thetrade of non-participants. This could have impact across a wide range of economic sectors. Itcould serve as
a precedent for other intemational agreements and could possibly conict withexisting obligations (e. g. the non-discrimination rules in the WTO). Measures so far proposeddepend on being able to discriminate in this way for
their effectiveness and feasibility. If realised,over time this could provide a signicant basis on which to undennine the applicability andeffectiveness o_f the mos_t-favoured nation non-discrimination rule on which the WTO is
based.l7. It could be argued that internationally coordinated implementation of certain policies andmeasures might carry benets where specific policies and measures, which would be effective inreducing greenhouse gas
emissions, would not be implemented unilaterally by countries due totrade competitiveness or other economic concems. Where coordinated action made theirimplementation possible without adverse economic effect,
considerable environmental benefitscould be realised.18. Australia would, for example, be a strong supporter of coordinated action to address energysubsidies. However, as Australia has found in negotiations in the
Uruguay Round on subsidies andon German and British coal subsidies and under the Energy Charter Treaty, effective multilateralaction to address energy subsidies would involve a major multilateral negotiation in itself.
GivenCABINET-IN-CONFIDENCE



CABINET-IN-CONFIDENCE- 77 - ATTACHMENT Oour trading pattern and competitiveness concerns, Australia would need any such negotiation to bebased on the premise of comprehensive concerted action by all Parties
and not just for selectivecoordinated action by Annex I Parties alone. Our position in the AGBM should therefore reect thisunderlying set of interests. At the same time, we should be looking to ensure that any future
actionunder the Convention auspices on energy subsidies be on the basis of a full multilaterally agreedmandate and that any action would be developed in conjunction with and fully consistent with WTOand other related
international agreements (e.g. the Energy Charter).19. In these circumstances, Australia should actively work in the AGBM for a full analysis ofpolicies and measures proposed for adoption and seek further guidance from
Ministers of anypolicies and measures which would not have an adverse impact, directly or indirectly, onAustralia’s economic or trade interests.20. The different national circumstances of Annex I countries mean that the
effectiveness andeconomic impact of specic policies and measures will vary between countries. Australia’seconomy is the most carbon-intensive in the OECD. This means that policies and measures suitablefor economies
with lower levels of carbon-intensity (e. g. a carbon tax) may have signicant adverseeconomic effects if implemented in Australia. For this reason it is important that the BerlinMandate outcome allow individual countries to
choose, in the context of meeting their emissionstargets, the policies and measures most suited to their national circumstances. To ensure thatcountries have exibility, any consideration of policies and measures should be
comprehensive andinclude all sources of emissions and sinks of greenhouse gases.21. On the basis of measures so far proposed, Australia’s position should be that we stronglyfavour an Berlin Mandate outcome that does
not specify policies and measures in the mannerproposed by the EU but provides for ongoing analysis and possible future negotiations on policiesand measures under the Convention involving all Parties. The outcome
should allow individualcountries to choose, in the context of meeting their emissions targets, the policies and measuresmost suited to their national circumstances. Australia should resist any inclusion of policies
andmeasures in the Berlin Mandate outcome which would provide a basis for trade discrimination22. In line with this, Australia should only consider inclusion of policies and measures in theAGBM outcome if it can be
shown that such inclusion would not have an adverse impact, directly orindirectly, on Australia’s economic and trade interests. The debate so far suggests that more workneeds to be done intemationally before inclusion of
specic policies and measures can beconsidered. This work is unlikely to be completed before the conclusion of the Berlin Mandatenegotiations.23. Australia should seek as far as possible to build support in seeking such an
outcome fromother key countries, including the US, which have signalled their opposition to the inclusion ofbinding commitments on policies and measures in the Berlin Mandate outcome. This shouldinclude developing
countries also, particularly those that have expressed concems about thepotential for adverse economic and trade effects of particular policies and measures whichdeveloped countries may adopt. Some developing
countries do not see policies and measures asthe central issue to be addressed in the Berlin Mandate process, preferring to concentrate onachieving binding targets for developed country emissions.CABINET-IN-
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CABINET-IN-CONFIDENCE- 78 - ATTACHMENT PNEGOTIATING OPTIONS AND PROPOSALS: DEVELOPING COUNTRIES’COMMITMENTS AND COMPREHENSIVE APPROACHThis Attachment lays out the range
of proposals which have been submitted and optionscanvassed in the Berlin Mandate negotiations relating to:I. Developing countries’ commitments; andH. Comprehensive approach.I. Developing countries’ commitments2.
The involvement of developing countries in mitigation commitments was the mostcontentious issue in the negotiation of the Berlin Mandate. The issue proved so divisive that sincethen, all countries have refrained from
reopening this issue and accepted that there will be no newcommitments for developing countries resulting from AGBM negotiations. Attention hasconcentrated on both confidence-building activities (e.g. the establishment
of a pilot phase onActivities Implemented Jointly will allow some opportunities to engage developing countries incooperative mitigation activities) and establishing the basis for developing countries’ involvementin future
rounds of negotiations.3. Technical work has concentrated on engaging developing countries in advancing theircommitments under Article 4.1 of the Convention. Some useful progress has been made inelaborating
guidelines and preparations for developing countries’ national communications. Workis also under way on technology transfer, capacity building and information exchange which isaimed at facilitating further action by non-
Annex I parties under Article 4.1.4. Developing countries have reiterated that fulfilment of the Berlin Mandate should not involvethem in new commitments. They have also argued that the extent of their effort to implement
theircommitments under Article 4.1 would be conditional on Annex I countries providing financial andtechnical assistance in line with the Convention’s requirements. Developing countries havestrongly registered their
concem with both the amount of nancial resources committed bydeveloped countries and also the operations of the Global Environment Facility (which administersthese funds) which they regard as controlled by developed
countries and weighted against theirinterests. Developing countries have also argued that implementation of their Article 4.1commitments would be dependent on developed countries meeting the implied target of
returningtheir emissions to 1990 levels by 2000.Australian position5. Australia’s strategic approach should be aimed at getting developing countries, particularlythose which are becoming signicant emitters, to undertake
mitigation commitments in the nextround of negotiations to strengthen the Convention. There is clear and mounting evidence that theultimate objective of the Convention - to stabilise greenhouse gas concentrations in the
atmosphereat a safe level - cannot be achieved without the involvement of those developing countries.Therefore the set of commitments resulting from the Berlin Mandate process should be consistentwith the objective of
encouraging and facilitating developing countries’ involvement in the nextround of mitigation commitments.6. It is clear that developing countries would not be able to take on uniform emission targets. InCABINET-IN-
CONFIDENCE



 ‘ ‘ TDlCABINET-IN-CONFIDENCE- 79 - ATTACHMENT Pdeveloping alternative approaches, Australia should concentrate on developing an approach todifferentiated targets in accordance with each individual country’s
capacity to undertake mitigationcommitments. This would represent the best approach to bringing developing countries on boardover time, in a way which is consistent with their individual circumstances and development
needs.7. Australia should work to ensure the COP3 outcome includes strong endorsement of ActivitiesImplemented Jointly. '8. Australia’s focus in respect of the specific element of the Berlin Mandate relating toadvancing
the implementation of developing countries’ existing commitments, should concentrateon the technical work relating to Article 4.1. Advancing the implementation of commitments bydeveloping countries through the AGBM
should not be contingent, as some developing countrieshave sought to make it, on developed countries providing additional nancial resources beyondthose to which they are already committed under the Convention.H.
Comprehensive approach9. Climate change is caused by a range of gas emissions - carbon dioxide, methane and nitrousoxides being the principal ones. Also climate change can be tackled in two ways: reducingemissions,
or creating sinks (e.g. forests) which absorb emissions. Most analytical work hasfocused on emissions and only on one gas: carbon dioxide. Those countries which depend on fossilfuels and have large landmasses in
comparison to their population (such as Australia, Canada, USand Norway) have emphasised the importance of the Berlin Mandate negotiations addressing othergases and sinks. New Zealand is also strongly supportive of
ensuring sinks are included, given theabsorptive potential of its forests. This will ensure that the most cost effective means of reducingclimate change are available to parties in addressing climate change.10. A
‘comprehensive approach’ is embedded in the Convention (Articles 3.3, 4.1 and 4.2) and inthe Berlin Mandate (Paragraph 1(f)). Moreover, the Second Assessment Report of the IPCCrecognises the possibility and feasibility
of greenhouse gas mitigation through implementingpolicies and measures based on the comprehensive approach. It will be important to guide theanalysis and assessment of any proposals by considering the threshold
questions of ensuring aneffective environmental outcome is achieved in a cost effective manner which takes account ofdifferences in national circumstances and ensures equity between Annex I countries. Practicalissues
relating to the implementation of various approaches, including methodological issues, wouldalso need to be identified and analysed.11. The EU continues to advocate an approach which gives priority to limiting emissions
ofcarbon dioxide. It has concems about the inclusion of other greenhouse gases, particularly methanein view of its heavy use of fertilisers and intensive animal rearing practices. An AGBM outcomewhich focuses solely on
carbon dioxide would ignore the significant impact of other greenhousegases, particularly methane, on global warming and would limit the ability of non-energy intensivecountries to contribute to the solution to the
problem.Australian position12. Australia should continue advocating adherence to the comprehensive approach (i.e.consideration of all greenhouse gases, all emissions sources and sinks, and all sectors).CABINET-IN-
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CABINET-IN-CONFIDENCE- 80 - ATTACHMENT QCOORDINATION COMIWENTSATTORNEY GENERAL’S DEPARTMENTThe Attomey-General’s Department supports the recormnendations made in the Submission.In
particular, it notes the recommendation in paragraph 27(d)(ii) that Australia should pursue anoutcome which does not contain targets which are legally binding. That recormnendation is thesubject of elaboration in
Attachment M paragraphs 15-18 and 23. It is also consistent with thesensible position that obligations binding as a matter of international law should not be negotiatedor accepted if there is some possibility that Australia
(and other countries) will not be able to meetthose obligations.COMMONWEALTH SCIENTIFIC & INDUSTRIAL RESEARCH ORGANISATION(CSIRO)2. With respect to those parts of the Submission for which CSIRO has
competence and interest tocomment, the Submission is acceptable in its current form.DEPARTIVIENT OF FINANCE3. Finance strongly supports the overarching strategy that outcomes of negotiation not involveAustralia
taking action which would have net adverse economic impacts nationally or bedetrimental to Australia’s trade competitiveness. Finance considers that this particular strategyshould be interpreted as set out in the ‘no regrets’
principle under the National GreenhouseResponse Strategy. Finance considers that any deviations from the strategy will need to be broughtforward for Cabinet consideration before changes are made.4. Finance considers
that paragraph 27(d)(iii), which recommends that Australia should seek theshortest possible time frame on outcomes regarding targets and timetables, should not preclude alonger time frame if it is in Australia’s interests
and if the short-timeframe targets are notachievable.5. Finance notes that there are no budgetary costs arising from the proposed negotiatingpositions. Should the question of nancial commitments arise, Finance considers
that any suchproposal will need to be brought forward for Cabinet consideration before any commitments aremade.DEPARTIVIENT OF HEALTH AND FAMILY SERVICES6. The Department of Health and Family Services
has no comments on the draft CabinetSubmission.DEPARTMENT OF INDUSTRY, SCIENCE AND TECHNOLOGY7. DIST supports the submission recognising the need for Australia to fully participate in andinuence
negotiations leading up to the Third Conference of Parties in view of our internationalobligations and our vulnerability to decisions which do not take account of our particularcircumstances. In this regard we strongly support
the recommendation at paragraph 27(a) outliningfundamental considerations upon which our climate change negotiations should be based.8. DIST shares the concem of many in industry about the need to pursue an
outcome whichprovides for genuinely equitable burden sharing among Annex I parties including throughCABINET-IN-CONFIDENCE



CABINET-IN-CONFIDENCE- 81 - ATTACHMENT Qdifferentiated targets and even differentiated commitments. DIST notes the assessment atAttachments M and N, that it is highly unlikely that Australia will ultimately
achieve adifferentiation of targets to reect things like different abatement costs, different rates of populationgrowth or emissions embodied in trade. We agree that, at some stage in the negotiations, it is likelythat we will
need to shift our focus to minimising the impact of a uniform target by a unilateralinterpretation of available caveats. The uniform targets if invoked would have a deleteriouseconomic impact on Australian industry which
would be contrary to the spirit and intent of theConvention. In this respect we endorse the recommendation at paragraph 27(d) (v) (A) that thismatter be brought before Cabinet if such circumstances arise. As industry
ultimately deliversalmost all emission abatement it will be essential to consult closely with industry during such aprocess.9. DIST believes that the recommendation at paragraph 27(d) (vi), (Australia should pursue
anoutcome which does not specify mandatory or internationally coordinated policies and measures orinclude them in the outcome of the negotiations in a way which could provide the basis for tradediscrimination) should
include a reference to the effect that such policies and measures should alsonot have the effect of adverse distortion of the domestic economy. We see this as consistent withthe negotiating considerations outlined in
attachment A.DEPARTMENT OF THE PRIME MINISTER AND CABINET10. The Department of the Prime Minister and Cabinet supports the approach taken in thesubmission.1 1. The Department has serious concerns
regarding the Framework Convention on ClimateChange. The dominance to date of ‘north/south’ negotiating blocs has worked against effective andeconomically efcient global action to limit greenhouse gas emissions. The
Convention, and theBerlin mandate, currently excludes major greenhouse gas producing developing economics fromtaking emissions limitation action. Developing economies will dominate greenhouse gas emissionsin the
early part of the 21 century and progressively will need to take on responsibilities.12. The Department believes that Australian representatives should consistently emphasise that,in due course, policy responses to climate
change will require full involvement by relevantdeveloping countries, and that the Convention will then need to accommodate this reality.13. That said, the Department notes that the proposal for a negotiating position under
the Berlinmandate (recommendation 27 (d)) will let Australia play a constructive role in this round ofnegotiations, working for marginal gains to defend our special interests as a carbon-intensive,developed economy with
signicant agricultural production. We are conscious that Australia’swithdrawal from, or isolation within, the mandate negotiations would not prevent the outcome fromhaving a serious economic effect on us, as it will
encompass all our major trading partners.14. We note that the negotiating position does not presuppose any particular nal position byAustralia and that Cabinet will consider any signicant policy implications after the July
1996second Conference of the Parties to the Convention (COP2). Final consideration of the Berlinmandate outcomes will also be subject to the National Interest Assessment under the new treatyprovisions.15. The
Department strongly supports early action by Australia to take advantage of theCABINET-IN-CONFIDENCE



U UICABINET-IN-CONFIDENCE- 82 - ATTACHMENT QConvention’s exibility in interpreting our obligations (recommendation 27 (c)). The Departmentnotes that several countries interpret the current implied target, of
retuming to 1990 levels by theyear 2000, according to specic national circumstances. These include Japan, Denmark, Sweden,the Netherlands, Finland and France.16. The Department notes the importance of a clear
public articulation of Australia’s position inthe lead up to COP2 and urges early development of a media strategy.DEPARTNIENT OF TRANSPORT AND REGIONAL DEVELOPMENT17. The Department of Transport and
Regional Development (DTRD) supports therecommendations of the Submission, particularly the proposed approach to climate changenegotiations set out in recommendation (a). The principles set out in recommendation
(d) (i)-(iv)are strongly supported.18. DTRD notes that recent work by the Bureau of Transport and Communications Economicsshows that reduction of greenhouse gas emissions in the transport sector would be less
costeffective than greenhouse reduction in some other economic sectors. In particular the creation ofadditional greenhouse sinks through afforestation would be far more cost effective than reducingtransport emissions
directly. Therefore we are particularly concemed that Australia not agree tosector specic greenhouse gas emissions targets or measures and support the principles set out inrecommendation (d)(v) and (vi).19. DTRD also is
concemed over the long tenn economic impact of potential intemational climatechange arrangements on the coal industry in regional Australia. DTRD is therefore particularlysupportive of any approach which ensures an
equitable sharing of the carbon emissions burden.20. DTRD proposes that Attachment A, para 5, sentence 2, be amended by deleting the words"special concern should be to" and replacing them with "negotiating position
should".THE TREASURY21. Treasury supports the recommendations of the Submission. The Submission acknowledgesAustralia’s signicant economic and trade interests and the impact that this has on our
negotiatingposition.22. Treasury notes that the Submission argues for Australia to continue to be involved in theintemational negotiations in order to further our interests. We note that climate change raises manycomplex
policy issues and that further analysis and assessment is required in order to understandfully their potential ramications. Australia should be wary to commit to additional commitmentsbefore such analysis is considered
fully.23. We believe that recommendation 27.(d)(iii) may be too unequivocal. We understand thedesire to conclude the Berlin Mandate process as soon as possible. However, other things beingequal, the shorter the
timeframe for a given emission reduction, the more onerous is any emissionreduction. Therefore, we believe a more cautious tone may be appropriate and any package oftargets and tirneframes should be subject to
rigorous analysis and assessment to determine itscompatibility with Australia’s overall interests.CABINET-IN-CONFIDENCE


