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Flow of The American Response to Climate
Change Conference

A Conference of Peers Seeking a Solution to the U.S
Greenhouse Gas Problem

Ariadne’s Thread

According to Greek myth, it was Ariadne who helped Theseus to escape the Labyrinth
(which was the Minotaur's lair) by supplying the hero with thread used to navigate
the tangled passages.

This memorandum presents a unifying concept (adttt) for the American Response to
Climate Change Conference. It outlines how théwarplenary sessions and working
group sessions will flow and, hopefully, lead toasyenda for action that will be
advocated by conference attendees.

The agenda for action will be presented in a posference publication in the form of a
“Message to the Nation” directed to officials idéal and state governments and other
key “influentials.” Dissenting views will be noted well. Conference participants can
elect to associate themselves or their organizaitiath the agenda for action but are
under no expectation or obligation to do so.

STARTING OBSERVATIONS

The United States must step up to world leadershithe issue of climate change in its
role as the wealthiest nation, one of the highestcppita carbon polluters, and the home
of many innovative corporations capable of supmyabbatement solutions to other
nations of the world.

While the issue of carbon abatement is complexcamdiains significant uncertainties,
the agenda for action should nonetheless striedéféo a complete and timely solution to
the problem, acknowledging the need for future &atagn in the solution as appropriate.

In light of uneven understanding and issues oftigaliwill, it is unclear whether thde
facto U.S. greenhouse gas policy will be establishatienational level through federal
legislation (possibly a successor version of thibéenan-Warner Bill) and regulation or
will emerge over time as a patchwork of regiont{esand local laws and regulations.
While the momentum seems to be shifting to therddevel, supporters of a coherent
U.S. GHG abatement policy must be willing to coesidoth avenues. The conference,



however, will focus on a unified program of fedeaation as the most effective
approach.

The Conference will address the entire U.S, GHGssimins issue but will focus more
deeply on energy provision and use in the buildiagd-appliances and power generation
sectors (the two largest sources of U.S. GHG eomis$i While the Conference will
emphasize these sectors (as well as the carbomfifokest management and land use),
conference participants will be able to draw o mon research base that includes the
other GHG-intensive sectors in developing poliayoramendations.

The policy recommendations arising from the Confeeeshould be based on a set of
balanced design principles. Here is a starter list

* The policy set should acknowledge that the “mean prctation” forecast for
climate change is for serious physical and economiiarm to all nations, but
particularly to developing nations. Even if therldaacted soon and strongly to
address the problem, the forecast is for serious bathe world even at today’s
emissions levels, not considering the effect ohg®missions tied to expected
economic growth.

* The policy set should be consistent with the “preadionary principle,” in
recognition of the increasing possibility of unpgdble catastrophic climate
outcomes. Climate scientists have demonstratedrtha-made climate change is
real and have forecast a narrow range pathwaydioigrtemperatures. However,
they have not been able to project the severigfiofate change effects with
confidence nor the likelihood and scale of majow probability catastrophic
events.

* The policy set should be designed to bite deeplytanthe problem as quickly
as possiblesince many energy savings opportunities are piershable and
many supply side solutions require long ramp ujopler

* The policy set should be economy-wide and comprehsue since no single
solution exists (no “silver bullets”) and all ecaniz sectors must contribute
materially to the national solution. The possiskeeption is carbon capture and
storage (CCS) which could be considered a “silvdieh” Given the heavy
reliance on fossil fuel-generated energy, a faitormake CCS technology
effective and affordable would have grave implicas for the outlook of climate
change.

* The policy set should be stablgproviding certainty and a level playing field for
long-term investment decisions. Major, long-terapital commitments will have
to be made by industry, thus requiring confidemcthe future outlook for the
regulatory structure and the price of carbon.



* The policy set should be as fair and balanced as ggible. Some sectors will
suffer transitional economic costs during the titesrs while others will benefit,
so the concept of “rough justice” should be ackmalgked in recognition that full
fairness is not achievable. Special steps shaubkadken to cushion the transition
for the nation’s low income households.

* The policy set should be as market-based as pos&blMarket-based solutions
are generally recognized as being more efficiedtsaif-correcting as compared
to direct regulation. Many market failures canaoleressed using a direct market-
based solution—most notably putting a price on @anollution.

* The policy set should recognize the legitimate rolef direct regulation and
other forms of government interventionin solving the problem, in light of
market limitations and the need for quick, effegtaction at minimum cost to the
economy. Intelligent regulation at all levels avgrnment has an important role
to play, but federal performance “floor” standastt®uld be preferred in order to
promote simplicity, consistency and a level playfietd (allowing state and local
standards to exceed the federal floor).

Four Working Memorandums will be distributed to femence participants in advance of
the Conference to provide a common base of facsstarter thoughts on the topics of:
(1) Buildings-and-Appliances; (2) Power Generati@@);Forestry/Land Use; and (4)
Financing the Transition to a Low Carbon Economy.

The sections that follow outline the focus of eatkhe constituent sessions of the
Conference and how conference findings and corarsswill be brought together in the
final synthesis session.

CONFERENCE SESSIONS

Three initial plenary sessions will establish a owon base of facts on which the problem
solving aspects of the conference will be built

Plenary Session 1: The Science and the Physicalghtations of Climate Change
(Presenters: John Holdren, Harvard University, Bowh Lovejoy, The Heinz Center for
Science, Economics & the Environment)

The first plenary session will bring conferenceatiees current on the science of climate
change, drawing on the latest IPCC report and aberces.

Plenary Session 2: Economic Impacts of Climate Cinge and the Global Outlook
for Response(Presenter: Dimitri Zenghelis, Lead Author of Thtern Review of the
Economics of Climate Change)

The second plenary session will examine the glebahomic and social impacts of
climate change, and then explore the status auhent global policy situation.



Plenary Session 3: U.S. Outlook for GHG Emissiorsnd the American Response
(Presenter: Ken Ostrowski, McKinsey & Co.)

The third plenary session will examine the refeeecase GHG emissions forecast for the
U.S. and the range of abatement options that heee Analyzed and synthesized into
abatement supply curves (based on the recentlyghéol McKinsey report, entitled
Reducing U.S. Greenhouse Gas Emissions: How Much at What Cost?)

Energy Working Groups

The two energy working groups will each tackle tlmsvn agenda and then later gather
as a collective working group to interrelate tHgidings and recommendations.

Energy Working Group 1: Residential and CommercialBuilding Energy
Consumption (Session Leaders: Rick Duke and Peter Lehner, NdR@sources
Defense Council)

The Buildings-and-Appliances Working Group will exiae the opportunity to reduce
energy use in buildings and appliances as foumXisting and new construction
(including building retrofits) for residential amdmmercial buildings and in related
appliances (commercial and residential), considgettie full range of possible incentives
and regulatory initiatives.

Energy Working Group 2: Power Generation Session Leaders: Jon Creyts and
Hannah Grenade, McKinsey & Company)

The Power Generation Working Group will examine dpgortunity to decarbonize
power generation and the range of possible regylatod incentive structures that would
facilitate the intended outcome with minimum ecomodisruption to the power industry.

Forestry/Land Use Management Working Group (Session Leaders: Peter Stein,
Lyme Timber Company, and Brad Gentry, Yale Schdélarestry and Environmental
Studies)

The Forestry/Land Use Working Group will examine tdpportunity to increase forest
cover (and thus the carbon sink) in the U.S., iticlg direct programs of government
action and indirect programs of incentives to mativaction by other levels of
government and private sector organizations/indi&isl.

Plenary Session 4: Findings and Recommendations thie Council on Foreign
Relations Independent Task Force on Global Climat€hange (Presenter: Michael
Levi, Council on Foreign Relations)

This session will review the findings from CFR’slépendent Task Force on Climate
Change, which has addressed the international dilmes of climate policy. The Task



Force has examined the economics, science, artcpaf climate change, and will
propose a global strategy for addressing the ahgdie created by climate change.

Plenary Session 5: Sectors Not Covered in Conferem®Vorking Groups:
Transportation, Industry, Agriculture, and Waste Management. (Presenter: Jon
Creyts, McKinsey & Co.)

The fifth plenary session will give conference @piants a base of facts on the
emissions sectors and sinks not focused on dunmgdnference, in order to facilitate
consideration of the full range of policy optionsRlenary 6: Toward an American
Solution. Primary emphasis will be given to trengport and industry sectors as the
largest remaining GHG emissions sectors.

Plenary Session 6: Financing the Transition to aaw Carbon Economy
(Presenter: Paul Ezekiel, Credit-Suisse Capitakists)

The sixth plenary session will address opportusitoefinance the transition to a low
carbon economy, including the range of financinlgieles from project finance to private
investment vehicles to venture capital to liquidbca trading markets, to structures for
transferring risk..

Plenary Session 7: Toward an American SolutionSession Leaders: Carter Bales,
Conference Co-Chair, Rick Duke, NRDC, and Rob SmepPrinceton University)

In this final plenary session, the Committee of\Wikeole will gather for a discussion on
how to develop a unified set of policy recommerutadifor the United States.

The session will begin with a presentation of dtdraified policy set to serve as a
“strawman” and give the various Working Groups adban which to relate their central
findings and conclusions.

Each of the Working Groups will then report on fimgs and conclusions from their
working sessions. The discussion that follows feitlus on relating best thinking on
each source of GHG emissions and the carbon sittletanified policy set and its
possible revisions. Majority and minority viewslMae recorded by session
interlocutors.

To make an abatement solution effective, affordabi@ politically acceptable, the
proposed unified policy set will assert that th& Lheeds four broad policy “planks” to
be adopted and implemented:

1. A well-designed emissions cap that puts a price d&O2 and other greenhouse
gas emissionso encourage least-cost transformation to a cleangy economy.

Suggested issues for discussion:



- Why a cap-and-trade system (vs. a carbon tax)?

- What cap? A single cap or a creeping cap?

- What emissions allowances distribution scheme?

- What trading regimen?

- What is included in allowable trades? Possible abloffsets?
- How to address the problem of imported carbon?

- Limitations of simply relying on an emissions cap

. Rapid adoption of strong measures to promote energgfficiencyin the face of
non-price barriers such as lack of information dlegficient technologies and split
incentives. These measures will include a rangeof regulatory initiatives and a
set of standards and incentives to promote endfigjeacy.

Suggested issues for discussion:

- How should each type of energy efficiency markegtenfiection be addressed?

- What mix of “push” and “pull” regulatory strategiase needed for energy
efficiency? National performance “floor” standa®?d3op runner programs?

- What new regulatory regime is needed for quickogctin energy efficiency
opportunities? National vs. state vs. local?

- What roles should the power generation sector pldg®W should the power
generation sector be regulated and incentivizgadmote energy efficiency?

Increased federal support for research, developmerand deploymenbof clean
energy technologiedo ensure a strong pipeline of new low-cost sohgiover time
despite innovation spillovers that discourage camgsafrom investing to bring new
technologies to market in the complex and slow-mgwnergy sector.

Suggested issues for discussion:

- Carbon Capture and Storage (CCS) as a necessaryyprits essential role?
How to finance it? How to get CCS applicationsipiés approved?

- Solar as a necessary priority. How to finance it?

- Nuclear as a necessary priority. How to finan@ehtow to get
applications/permits approved?

- Other necessary or plausible technologies?

- The broad public policy needed to move these ingmbtiechnologies forward

. Specific measures to unlock low cost abatement frothe forestry/land use and
agriculture sectorswhich are difficult to include under an emissicap.

Suggested issues for discussion:
- How large a role should the U.S. carbon sink ptagverall U.S. GHG policy?

- What mix of direct program and indirect incentived likely motivate strong
action to protect and expand the U.S. carbon sink?



- How should the “three devils” of permanence, leakagd “additionality” be
addressed in a practical and effective way?
- What is the case for maximizing U.S, forest cover?

Suggested additional topics for the Committee efWhole to discuss:

* What does the “precautionary principle” tell us aba sensible policy set? To what
worst plausible outcome should the nation be dimggtolicy action? What end
game ppm should be targeted by the nation? 459pp&Oppm? 550ppm?

* Are the strawman policy planks correct? Why aenks$ beyond a cap-and-trade
system essential to a cost-effective solution? tehalimits to cap and trade? Is a
cap-and-trade system by itself likely to be sloveffect, more expensive that a four
plank strategy, and likely to miss many low cosdtement opportunities? Are other
policy planks needed?

* How do the findings from the Working Groups reltiehe policy planks? How can
the planks give animus to the solutions developetthé Working Groups (and vice
versa)? What additional initiatives might be nekttesupport Working Group
recommended policy initiatives?

* What major actions should underlie each policy kPar{See issues for discussion
listed under each plank above.) How can the pglapks support each other to
produce a workable total solution?

* How can the unified policy set be made more actdpta political and business
leaders in the U.S.?

Hopefully, a general consensus will emerge at titea# the session (minority positions
will be recorded). If a consensus does not emengeffort will be made to characterize
the competing policy sets, together with their aggded pros and cons.

POST CONFERENCE TASKS

Following the conference, a small team will attetigptapture and integrate the synthesis
thinking of the conference into a single policy paps dVessage to the Nation to be
published, tentatively entitleBoward a Solution to the U.S. Greenhouse Gas

Problem.
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