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Summary Record'

The Joint Public Advisory Committee (JPAC) of the Commission for Environmental
Cooperation (CEC) of North America held a workshop on Climate Policy Coherence in
North America in conjunction with the CEC’s Sixteenth Regular Session of its Council,
on 22-23 June 2009 in Denver, Colorado, USA.

This summary record reports on each item of the agenda, records all decisions made by
the Committee and identifies action items and responsibilities. (See Annex A for the
agenda and Annex B for the list of participants.)

Previous summary records, advice from JPAC to Council, and other JPAC-related
documents may be obtained from the JPAC liaison officer or through the CEC’s website
at <http://www.cec.org>.

Welcome and opening remarks, by the JPAC Chair, Nelly Corea

JPAC Chair Nelly Correa welcomed everyone to the session and gave a brief overview of
the structure and mandate of the Joint Public Advisory Committee (JPAC).

She also informed the audience that the Canadian and Mexican governments had recently
appointed the following new members to the committee: Laurent N. Benarrous, David
Emerson, Tim J. Hearn, Nancy Southern and Glen Wright from Canada; and Rodolfo
Lacy from Mexico. Unable to attend were Carlos Sandoval Olvera from Mexico, who
would be arriving later that day, and Patricia Cleary from the United States.

Overview, by Adrian Vazquez, CEC Executive Director

Mr. Vazquez began his presentation by welcoming everyone and by thanking JPAC for
giving him the opportunity to share a few thoughts with the audience.

! Disclaimer: Although this summary was prepared with care, readers should be advised that while JPAC
members have approved it, it has not been reviewed nor approved by the interveners and therefore may not
accurately reflect their statements. Please also note that there were some difficulties with the translation
equipment and some portions of the interventions may have been omitted.
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He emphasized how important it is for the Council to produce a new strategic plan for the
CEC that reflects the concerns of the North American public, and he mentioned the
crucial role played by JPAC in that regard. He reminded the audience of the opportunity
that emerges from the upcoming North American Leaders’ Summit, given the desire of
Prime Minister Harper, President Obama, and President Calderdn to send a strong signal
of promoting efficient environmental actions on a North American scale.

Mr. Vazquez reiterated the importance of the role of JPAC in guiding the CEC Council
during these changing times, and he mentioned that the Secretariat would be waiting
eagerly for its recommendations.

JPAC Workshop on Climate Policy Coherence in North America

Keynote address, by Durwood Zaelke, Director, Institute for Governance and
Sustainable Development

Mr. Zaelke began his presentation by mentioning that the story he had to tell was about
good and bad news—the bad news being climate change and how recent scientific
findings indicated that the situation is much worse than we realize.

Mr. Zaelke noted that we are already facing global warming that will surpass the assessed
tipping point, causing abrupt climate changes: there is a 90% probability of a 2.4°C
warming within 50 years. We have reached the point where we will likely lose the Arctic
sea ice, which could disappear completely within five to ten years. The conservative
predictions of the IPCC (International Panel on Climate Change) indicate that 80% of the
snow and ice will disappear in 20 years, which will cause significant impacts on millions
of people. There is a 5-10% chance of 4.3—-5°C warming during this century—defined as
the disaster scenario—with consequent loss of the Antarctic and Greenland ice sheets that
would set off an additional acceleration of the warming. Mr. Zaelke stressed that
deforestation of Amazonia and world forests in general will kill one of the great weapons
we have to fight climate change. Finally, he pointed out that, although an essential
measure, cutting carbon dioxide (CO,) emissions does not produce cooling for at least a
thousand years, and this means we can only limit additional warming on top of the
warming in which we are already invested.

The good news is that CO, is only half the problem, the other half being non-CO,
warming agents such as black carbon, tropospheric ozone, methane and
hydrofluorocarbons (HFCs), which offer both a big scope of emission reduction
opportunities and the possibility of a fast response, given their relatively short
atmospheric lifetime. Mr. Zaelke focused on three big, short-term and fast-action
strategies to reduce non-CO, warming agents and to expand bio-sequestration.

e Black carbon emissions stay in the atmosphere for only days or weeks and
represent 3 gigatonnes of CO, equivalent (CO;-eq.) per year. Reducing or
avoiding these emissions could offer considerable co-benefits in terms of public
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health improvement. It should be seen as an opportunity to coordinate local air
pollution policy on climate change.

e Mr. Zaelke pointed out the necessity to regulate HFCs. In his opinion, the
Montreal Protocol on Ozone-depleting Substances is the best climate treaty that
has been created so far.

e Production of biochar [charcoal created by pyrolysis from biomass such as
agricultural waste] could be an incredibly important strategy for carbon
sequestration. It can be done on a decentralized basis anywhere in the world. Mr.
Zaelke explained that bio-sequestration, including production of biochar, is the
only way to return the atmosphere to the safe maximum limit of 350 parts per
million (ppm) CO, within decades.

With these three strategies in mind, Mr. Zaelke presented some principles that should be
considered as we design the right governance approach. He first mentioned the
importance of expanding our solutions to non-CO, forces, since tackling only CO, would
not be enough. Regulatory measures and strong compliance mechanisms are also
important because market-based measures alone will not be sufficient. Lastly, we have to
start talking about carbon negativity opportunities, given the strong targets that have to be
reached in order to obtain carbon stabilization.

Questions and comments

A member of the audience asked Mr. Zaelke if, given the concern that policies are not
always guided by strong scientific facts, he thought there was hope that science would
influence policies in the three NAFTA countries and in other parts of the world.
Response:

- There is hope. Mr. Zaelke reminded the audience that although there are a lot
of uncertainties in terms of national and international policies, there are other
actions that can be undertaken. We need to take care of the cities, since this
would be cheap and fast. He also gave the example of carbon-negative
cement, black carbon, and biochar.

Mr. Zaelke was asked to comment on the different regulatory regimes described in his
speech: (1) the Montreal Protocol as a mechanism that allows substitution and
provides compliance in the regulatory regime; (2) the power area, where the
dominance of carbon-rich sources implies a need for regulatory regimes to provide
incentives to move away from these sources of power over time; (3) the agriculture
area and the issue of having a regulatory regime that responds to environmental
justice.

Response:

- (1) The Montreal Protocol has forced the development of alternatives because
of the phase-out schedule that was put out in advance. If we have a strict
regulatory regime, business will focus on it and develop innovative offsets. (2)
Part of our overuse of carbon energies is wasteful energies, and the rising

Final Version



Joint Public Advisory Committee 22 & 23 June 2009

prices of oil has not solved the efficiency problems since the price elasticity of
oil is so strong. Thus, there is a need for regulation to provide effective energy
efficiency improvements. (3) Concerning agriculture, there are many ways to
address carbon justice, and biochar could be a very good solution.

¢ The keynote speaker was asked about the possible actions for cooperation that could
be undertaken at a North American scale, including by the CEC.
Response:

- Mr. Zaelke mentioned that the three countries could cooperate on technology
transfer, on promoting best practices, and on sharing enforcement and
compliance mechanisms. He reiterated the importance of the bottom-up
approach, insisting that cities, states, provinces and even schools are doing
things that could inspire cooperation.

Presentation, ‘“Conserving North America’s Natural Heritage in a Rapidly
Changing World,” by Exequiel Ezcurra, Director, University of California Institute
for Mexico and the United States

Dr. Ezcurra first said that, as a conservation biologist, he would defend the hypothesis
that adaptation to large-scale environmental change is not an issue of the future but a very
important need of the present.

He commented on the water crisis, which has been accelerated by climate change.
Describing water as an environmental service provided by natural ecosystems, Dr.
Ezcurra pointed out that modern urban growth has impaired our ability to obtain water
from natural sources. Obtaining water from anthropogenic production is extremely
expensive, in terms of energy used. As a society, we have evolved towards an energy-
intensive and hence highly expensive system of water appropriation and supply. Talking
about the increase in extreme climate-related events, Dr. Ezcurra stated that climate
change will increase annual mean temperatures by 1-2°C, with marked bursts of heat
waves in summer. This apparently small temperature change can provoke serious water
deficiencies in our ecosystems. Increased variation in climate-related events is causing a
significant fire threat to our natural ecosystems, putting at risk the catchment capacity of
our indigenous aquifers.

Dr. Ezcurra also pointed to the fact that sea-level rise, as a result of climate change, will
induce significant changes in the dynamics of our coastal wetlands and in the way that
freshwater discharge into the ocean operates. This will likely affect the dynamics of
fisheries, wildlife and the ecosystems that protect our coasts. He also commented on the
surprising ramifications of air pollution: the fact that atmospheric pollution is a major
driver of natural forest die-back, that nitrogen deposition from the burning of fossil fuels
will induce large-scale transformations of our indigenous scrubs into more flammable
grass-invaded ecosystems, and that forest degradation and increased fire frequency may
impair the capacity of our watersheds to harvest water for human consumption.
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He concluded his presentation with optimism, by noting that we do have the capability to
use our natural resources in an efficient way. He recommended the development of an
agenda to protect wilderness, and emphasized both the environmental services provided
by the ecosystems and the importance of preserving our future.

Questions and comments

e The JPAC Chair thanked Dr. Ezcurra for his presentation and asked him to
comment on both the importance of preserving environmental services and on the
economic cost of losing those services.

Response:

- Dr. Ezcurra reiterated that ecosystems produce very important services
that allow the preservation of biodiversity around the world. As examples,
he pointed to the increased number of hurricanes, resulting in the
deprivation of fish stocks, as well as to the destruction of mangroves,
stressing the huge economic cost of losing those services.

Presentation, “North American GHG Emissions and Mitigation Potential,” by
Gabriel Quadri, EcoSecurities Country Director for Mexico and Central America

Mr. Quadri began his talk by presenting the emissions profiles of the three countries in a
more global context. The United States and China are the biggest greenhouse gas (GHG)
emitters in the world. Mexico, currently in 10th place, will become a more and more
important player in the climate arena, given its significant emission growth rate.

He outlined the Mexican inventory of emissions, as well as the projected emissions for
2020. It is worth noting that transport is the sector likely to become the largest emitter,
that emissions from deforestation and from Pemex will likely diminish, that emissions
from cement plants will grow due to increased production, and that the rest of the sectors
will more or less keep their relative share.

Regarding the Mexican emission-reduction costs, here are some of the comments he
made:

e Although the cheapest reductions are in energy efficiency in services and in
housing, volumes are very limited.

e The largest reduction potential is in transport (gasoline consumption) and costs
are quite low and even negative.

e There are large low-cost methane emission reductions in Pemex and landfill.

e Energy efficiency in industry and cogeneration are needed; however, they are
apparently costly, due to high capital costs.

Mr. Quadri then presented the Mexican policy goals, policy instruments, and financing
for 2020, and he concluded by addressing the offsetting modalities and by presenting
some arguments for a North American carbon market.
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Presentation, ‘“The Climate Policy Landscape in North America,” by Thomas
Peterson, President and CEOQO, the Center for Climate Strategies

Mr. Peterson explained that the upward evolution of sub-federal actions has clearly
redefined the policy and political landscape in North America, in terms of opportunities
set for national and international actions. At the federal level, the role of unilateral action
is significant (including in North America) and this could potentially completely redefine
the multi-lateral processes. He stressed what a major worldwide impact the relationship
between the US and China has. Talking about the targets, he explained that there is a
common agreement on the concepts but there is still a lack of understanding in terms of
the economic impacts associated with those targets, and that the competitiveness issues
are crucial, although they clearly have been overstated. He also emphasized the potential
economic benefits of climate action, whether these are cost savings or secondary macro-
benefits, such as job creation or income economic expansion.

As each country looks more deeply into climate actions and how to formulate policies at
different levels, it becomes clear that comprehensive approaches pay off. These are
approaches that minimize cost and maximize co-benefits and target attainment. In that
regard, Mr. Peterson reminded the audience that sub-federal actions provide extensive
roadmaps, results, and benchmarks. However, the barriers to actual adoption of these
actions are high in some cases, such as funding issues and institutional reforms. A cap-
and-trade system is economically necessary, at least at the federal level. However, cost
impacts are still uncertain and represent a barrier to adoption. As for offsets, although
there is hope that a robust and efficient market will emerge, there are concerns about how
functional offsets will be and how relatively small and structurally deficient this market
could be as a result.

Mr. Peterson stressed the complexity of structuring climate actions at a trilateral level,
given that national governance varies significantly in the three countries. He insisted that
highly integrative structures are inevitable; we are going to see much more cooperation,
including with the private sector, which will play a larger role. He explained that getting
a comprehensive climate policy for North America means combining a set of different
things at different levels of government, including trade issues.

Panel discussion, “The Prospect and Challenges of Regional Climate Policy
Cooperation”

Moderator: Rodolfo Lacy, Program and Project Coordinator, Mario Molina Center

This panel was given the mandate to consider key issues and challenges of regional
policy cooperation facing Canada, Mexico and the United States and to identify and
elaborate upon the most critical areas that may benefit from coordinated climate policy
response in North America. Panelists were asked to make a ten-minute presentation on
specific topics and then engage in a discussion with other presenters, as well as the
public.
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The Canadian perspective, given by David McLaughlin, President and CEO,
National Round Table on the Environment and the Economy (NRTEE)

After briefing the audience on NRTEE, Dr. McLaughlin pointed out that Canada was
initially a signatory to Kyoto and then ignored the treaty, since its targets were becoming
unachievable. The country is now focusing on the post-2012 framework. At the
provincial level, he insisted on two dynamics, the first being provinces forging ahead in
the absence of federal policies, the second being provinces intending to form common
policy and political fronts to influence federal actions. He enumerated some factors
influencing Canadian policy approaches, including the energy and political economics
(growing energy exports to the US, and uneven emission profiles across the country), the
lack of public consensus, and the difficulties underlying a minority Parliament. He
pointed out the relatively high GHG abatement cost for the country. Dr. McLaughlin
presented Government of Canada’s key climate change principles, including a balance
between environmental protection and economic prosperity, the development and
deployment of clean technologies, and the commitment of all emitting countries. He
presented the actual federal policy on climate. Then he introduced the audience to the
latest NRTEE report, which provides a guideline to achieving the targets set under the
federal plan.

On the prospect for regional cooperation, Dr. McLaughlin noted that Canada likes to
have a unique bilateral relationship with the US, and he used the recent Clean Energy
Dialogue as an example. In that regard, key alignment issues for Canada with the US are
the stringency of the targets, the timing of the process, the compatibility of the system,
the competitiveness concerns, including the allocation of the carbon credits, and the
prospect of the protectionism known as border carbon adjustments.

The Mexican and international perspective, given by Julia Martinez, Head of the
Climate Change Program, Instituto Nacional de Ecologia (INE—National Institute
of Ecology)

After thanking the moderator and the JPAC Chair, Ms Martinez summarized the most
important effects of climate change in Mexico. She talked about the climate scenario
projections for Mexico to 2080. She presented the relative Mexican contribution in terms
of GHG emissions, both in the world and by sector at the national level. She introduced
the audience to the Mexican National Development Plan (2007-2012), whose objective
10 is to reduce GHG emissions and objective 11 is to promote adaptation measures to
face climate change. She also explained the components of Mexico’s Special Program on
Climate Change (PECC), including its long-term vision, the adaptation and mitigation
policy, and cross-cutting issues. She explained the implications of low-carbon growth as
a potential path for Mexico, stressing the fact that the country has the potential to peak its
emissions by 2015, and to reduce them by 25% from 2005 levels by 2030. She defined
the idea of the State Program for Climate Change (SPCC) as an instrument of
environmental policy that sets paths of action on climate change at the state level, in
coordination with the federal and municipal governments and with the participation of the
private sector and civilian organizations. The National Institute of Ecology (INE) is
scientifically and technically supporting the development of SPCC. The institute is also
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negotiating national and international financial resources to develop programs and their
implementation.

The North American perspective, given by Stacy Van Deveer, Associate Professor,
Department of Political Science, University of New Hampshire

Dr. Van Deveer praised the prominent role that sub-federal policy leadership has had
over the last 20 years, and made the comparison to the federal initiatives, which have
been sorely lacking in their willingness to tackle climate issues. He explained that there
are many ways to categorize policy choices concerning this issue, and he separated these
into four different sets: command/control regulation, taxes, new markets and market-
based instruments, and subsidies. He reiterated that regulation is absolutely essential,
while market-based instruments alone are not sufficient. He noted an area of consensus so
far in the workshop: the need to look at existing policies at all levels of jurisdiction,
because many of them are headed in the wrong direction when looked at through the lens
of climate policy.

On multi-governance, he referred to Thomas Peterson’s earlier comment on the variety of
initiatives that are going on in the three countries at various levels of society. According
to him, the main issue is to learn lessons from the minority of states, cities, and provinces
that are doing well. He argued that the best role of the three federal governments might
potentially be to set minimal conditions but leave the playing fields open for states and
local governments and firms. There is a lot of mitigation to do in a short amount of time,
and federal policies or any trinational systems have the potential to staunch or reduce the
policy experimentations at the sub-national level. Dr. Van Deveer made the
recommendation that the CEC might want to move away from an exclusive focus on the
three federal governments and address how to engage the innovative areas of state and
provincial actions and a whole host of policy experiments that are yielding results and
diffuse those to professional organizations.

Moderator Rodolfo Lacy introduced a 30-minute discussion period with the panelists
and the public, on the challenges of regional policy cooperation facing Canada, Mexico
and the United States. He invited the panelists to comment on the uncertain situation of
climate change policies at the international level and on what could be expected from the
NAFTA governments vis-a-vis North America in that uncertain context.

Stacy Van Deveer told the audience that he does not think the policy landscape is as
uncertain as some of the discussions suggested. He argued that some political actors are
using or increasing uncertainty in order to continue to delay actions. It is certain that
GHG emissions in the three North American countries must go down regardless of what
will happen in Copenhagen. He argued that the competitiveness concerns over climate
policies are likely to be much smaller than is often claimed.

Julia Martinez referred to comments made earlier by Dr. Ezcurra on wetlands
vulnerability and she explained that the National Institute of Ecology has several pilot
projects that are addressing the issue. She mentioned the idea of a Green Fund that would
finance projects in developing countries.
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David McLaughlin suggested that although it may be too soon to predict the outcomes
of Copenhagen, there are a few things that need to occur to guarantee progress. The
reality is that countries have to get going and Canada is in this kind of situation. We have
to put measures in place and we will learn from those as we move along. However, he
said, we will not succeed unless all major emitters contribute.

Thomas Peterson reminded everyone that every time a multilateral negotiation takes
place, true signs of progress always come down to unilateral actions from key parties. He
explained that it will be interesting to see how much Canada, the United States and
Mexico are willing to do unilaterally.

Questions and comments

It was brought to the attention of both the panelists and the public that there is an
international agreement called The Convention on Biological Diversity that could be
effective for climate change actions.

There is a concern that processes concerning climate change actions do not always
include all stakeholders that are affected, such as the communities, which are often
excluded from the discussions.

Moderator Rodolfo Lacy asked the panelists to make a final statement regarding the
comments made by the public.

Thomas Peterson said that in the United States, there has generally been an attempt to
include communities and indigenous people in the design of climate actions. He
explained that most of the public participation processes have been designed to take into
account the concerns and interests of the minorities, and this has set an extremely high
bar for consensus-building.

David McLaughlin suggested that the CEC could focus on three elements: (1)
knowledge transfer and sharing information, (2) performing original research for policy
makers that allows for further information sharing, (3) developing an agenda for
adaptation for North America.

Julia Martinez responded to the comment made on The Convention on Biological
Diversity, saying that this Convention needs to work together with the United Nations
Framework Convention on Climate Change and with the United Nations Convention to
Combat Desertification, in order to give positive results in terms of adaptation to climate
change.

Stacy Van Deveer insisted that the CEC should continue its efforts to engage the
interests of non-urban people all over the continent.
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Meeting report, “Towards a North American Carbon Market?,” by Isabel Studer,
Director of the Center for Dialogue and Analysis on North America, Instituto
Tecnolégico y de Estudios Superiores de Monterrey (Monterrey Institute of
Technology and Higher Studies), Mexico City campus

Dr. Studer stressed that an international agreement on climate change may not be
sufficient, given that this kind of top-down approach will have to be complemented by
bottom-up approaches. Because of the high level of economic integration of the three
countries, a regional perspective on climate change is important at the North American
level. She pointed out the need to look for opportunities to reduce GHG emissions at the
lowest possible cost, using as an example Mexico’s potentially broad offset market as an
opportunity for Canada and the US, whose GHG abatement costs are relatively high.
Given that an international agreement on climate change is a very complex process, a
regional agreement on this issue would be considered a step forward in that direction.

Dr. Studer emphasized the crucial implications of the climate actions in the United States
for Canada and Mexico. Both latter countries export fossil fuels to the US and, since an
eventual cap-and-trade system in the US could result in protectionism measures (border
carbon adjustments), this system could become a strong trading impediment for Canada
and Mexico unless they adopt a climate policy as stringent as their neighbor’s.

Although a North American cap-and-trade scheme is an idea that makes sense, given the
high degree of integration of the three countries, Dr. Studer explained that such a plan is
very complex and hard to achieve. That kind of system would require a very complex
negotiation process, and it is unlikely that Canada and Mexico would accept the rules set
by the United States Congress. However, she proposed the development of a North
American Cooperation Agenda on Climate Change. The role of the CEC could be to
work toward finding the common interests of the three countries, and this could include
the harmonization of standards, fostering green energy generation and green job creation,
and avoiding deforestation.

Presentation, “Main Challenges to Developing Coherent Climate Policy Regimes in
North America,” by Jeff Schott, Senior Fellow, Peterson Institute for International
Economics

Mr. Schott first stressed the significant challenge faced by the US and Canada to meeting
their 2020 GHG reduction targets, as well as to meeting the deep cuts sought by 2050.
Mexico, unlike most developing countries, is also seeking substantial reductions in GHG
emissions. He explained that even if each country faces different political economy
constraints, the three NAFTA members also share common interests. He mentioned the
large energy-goods trade and electricity trade as examples. Almost 30% of US oil comes
from North America, and in 2007 about 70% of the crude oil produced in Canada was
shipped to the US.

However, the three countries face different challenges because of regional differences.
For instance, while the US is a major consumer of petroleum, Canada and Mexico are
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major producers. Mr. Schott emphasized how sources of energy differ among the
countries. He identified the tensions between and among US states and Canadian
provinces, and he introduced the components of the Waxman-Markey bill.

Finally, he noted seven distinct areas of opportunities for North American cooperation:
(1) the US and Canada should negotiate how foreign electricity will be handled under
renewable portfolio standards (RPSs); (2) the NAFTA countries might want to negotiate
standardized definitions of renewable energy; (3) the US and Canada should push for
further cross-border integration of electricity grids; (4) they should work together in the
World Trade Organization (WTO) to promote coherence of trade and environment
objectives; (5) they should cooperate on monitoring, reporting and verifying offsets, and
he sees the CEC as clearinghouse for climate change-related data; (6) they should
address the issues surrounding Chapter 11 of NAFTA, which should be seen as a
potential litigation risk; (7) and the three countries should work toward increasing
capacity building in Mexico.

Roundtable discussion, “Towards Climate Policy Coherence in North America”
Moderator: Jeff Schott, Senior Fellow, Peterson Institute for International Economics

Canada, Mexico and the United States face a challenging transition to a lower-carbon
economy. As previous sessions highlighted a number of those challenges, this roundtable
asked participants to focus on opportunities for regional cooperation and delineate goals
and options for North American climate and related energy and environmental action.

Mr. Schott invited the roundtable discussants to make a five-minute statement to respond
to the key elements already presented. A discussion with the public would follow.

Michal Moore, Professor of Energy Economics at the Institute for Sustainable
Energy, Environment and Economy (ISEEE)

Dr. Moore addressed the issue of planning policies under uncertainty, first stressing that
good policies should be flexible and realistic in their objectives and should be based on
common standards and metrics and on common or agreed-upon time frames for goals and
objectives. He explained that good policies have appropriate toolboxes and those include
forecasting, monitoring tools, and modeling.

On the energy topic, he pointed out that the idea of being able to cut down emissions on
the demand side is at the core of a lot of our climate change-related issues. On the supply
side of energy, he stressed that we should take more into account the idea that
technologies need to be used and inserted into the economy more intelligently.

Finally, he suggested that the structure for a coherent process must have clarity in its
objectives and recommendations. The policies must be able to manage controversy while
seeking consistency over time.

Final Version
11



Joint Public Advisory Committee 22 & 23 June 2009

Rodolfo Lacy, Program and Project Coordinator, Mario Molina Center

Mr. Lacy began his presentation by commenting on the climate change impacts that are
already happening in North America, in terms of temperature, biodiversity and ecosystem
modifications. He emphasized the need for more regional research programs on the basic
science of climate change.

Referring to the McKinsey abatement cost curve for Mexico, he explained that the
country will need appropriate financial mechanisms in order to take advantage of these
mitigation opportunities. Funding may come from private initiatives but it also has to
come from banks. He then pointed out that because Mexico doesn’t have any experience
in cap-and-trade systems, it will be very difficult for the country to develop that kind of
system. As a result, there is a need for institutional support and this is part of what
Mexico is seeking through cooperation.

Finally, he addressed the transportation-related issues by presenting the Mario Molina
Center’s proposal on fuel standards for Mexico.

Alexia Kelly, Senior Associate, World Resources Institute (WRI)

Ms. Kelly addressed the North American opportunities for GHG abatement through the
implementation of offsets. She explained that there are a significant number of
cooperation opportunities between Canada, US, and Mexico in this area. For instance, she
explained that Clean Development Mechanism projects are numerous in Mexico, and
they could consequently represent a relevant GHG abatement solution for Canada and for
the US.

She briefed the audience on current US developments in climate change legislation,
noting that we should expect a bill where offsets are likely to be an important and
contentious issue. She also pointed out some limits of the offset system set by the US bill.

Ms. Kelly stressed that although offsets present a unique opportunity for regions, states,
and provinces to play an important role in climate policy, coordination and cooperation
will be necessary.

Andrew Mangan, Executive Director, US Business Council for Sustainable
Development (USBCSD)

Mr. Mangan began by introducing his organization and explaining how it focuses on
industry collaboration and private-public collaboration on various projects, including
energy- and climate change-related projects. He described the by-product synergy
concept, which brings together a group of companies in a specific region. They put in
place a legal agreement that covers intellectual property and confidentiality, and they
facilitate a process where they share information about their operations. This process
allows them to identify common opportunities and common projects that can be initiated
together. Mr. Mangan stressed that the by-product synergy concept has proven to be
successful over the last 12 years in the three NAFTA countries, and it has produced
economic, environmental, and societal results. He maintained that, considering the theme
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of this workshop, this kind of project, which is very inclusive and practical and has very
strong metrics, should be advanced by the three North American nations.

Carmen Dybwab, Vice-president, Canadian Energy Research Institute (CERI)

Ms Dybwab proposed that key prerequisites of climate change policy coherence are the
honesty and the objectivity of the targets and the need to be explicit in terms of the
strategy at the national or the regional level in order to reach these targets. She explained
that each nation is responsible for implementing a strategy that is workable within its
jurisdiction, and that nations should trust and respect each other on that particular topic.
Ms. Dybwab also stressed the importance of fact-based data in climate policy design. In
that regard, she advocated for an ecosystem approach ensuring efficiency. The energy
flows can be reduced to smaller regional levels which may cut across borders. She
believes that the most effective way to tackle the GHG emission problem is to attain
efficiency at these regional levels.

Harvey Locke, Vice-president, The Wild Foundation

Mr. Locke talked first about the nature of carbon, reminding the audience that carbon
comes from either fossil fuel or from the living layer of the Earth (organic carbon). He
pointed out that we tend to talk only about climate change being a problem caused by
emissions from fossil fuel, while all carbon emissions are bad for the climate. This should
be taken into account in any climate mitigation strategy. Given that ecosystem services
help fight climate change, it is important for the North American countries to think not
only in terms of carbon released but also in terms of protecting and making sure carbon
remains fixed. For instance, Canada and the United States could invest in Mexico to
protect biodiversity.

Questions and comments

e [t was pointed out that an important transportation-related issue was not raised
throughout the workshop. This issue is the need to find out ways to reduce the
travelling demand.

e A comment was made on the need to improve climate adaptation policy. Given
that the NAFTA members have already entered into a number of trinational
regimes related to natural resources, a potential role for the CEC would be to look
at opportunities for cooperation within these regimes.

e The discussants were asked to identify three recommendations they would give to
the Council members of the CEC.

e How will a cap and trade system in the United States affect the Western Climate
Initiative (WCI)?

The moderator asked the roundtable discussants to respond to the questions most relevant
to their area of expertise and to make one recommendation they would give to the
Council members of the CEC.

Michal Moore delineated four recommendations to the JPAC members: (1) carbon
trading standards need to be revised to take into account the capabilities of every
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individual nation to meet them; (2) given that Mexico has the ability to use green credits,
we have to allow green investment credits based on the demographic and geographic
characteristics of the country where they are issued; (3) allow credit for reinvestment in
renewable energy, given that if we allow the export of renewable energy in a country
such as Mexico where the import of the credit could return to the US, we might see a
greater participation in these GHG emission goals set by Canada and the US; (4) we need
a common set of standards and common metrics of energy output per unit in order to get
a fair treatment of any energy resources.

Rodolfo Lacy explained that, in the transportation sector, we need to consider the life-
cycle analysis as an important tool in building an energy efficiency standard. He
suggested that a cap-and-trade system for the automobile industry would be a great
incentive for the development of efficient vehicles and for preventing carbon leakage
toward Mexico.

Andrew Mangan recommended focusing on practical elements in order to foster
behavioral changes. He reminded the audience of the cost-negative actions of the
McKinsey GHG cost curve that have yet to be implemented as an example of practical
and logical actions to undertake.

Carmen Dybwab agreed on the need for better adaptation policies and the potential role
for the CEC in that regard. The connection between energy used and water will require
further research. In terms of recommendations to JPAC, she mentioned the importance of
allowing each country to develop policies that fit best with their natural resources and
economic realities. She brought forward the idea that the countries should come together
and establish a set of binding principles, including the notion of comparative advantage
and nondiscrimination.

The moderator thanked the roundtable discussants for their comments. Responding to the
question related to the impacts of the federal legislation on the WCI, he pointed out that
the federal pre-emption that is in the current draft of the Waxman-Markey bill applies
only to the cap-and-trade system. It does not include all the other useful elements brought
forward by this initiative. As a recommendation to JPAC, he encouraged the possibility
of examining the pros and cons of incorporating a safe harbour for climate change
policies under Chapter 11 of NAFTA.

JPAC Regular Session 09-01, Tuesday, 23 June 2009
Overview, by JPAC Chair Nelly Correa, and approval of the provisional agenda

The JPAC Chair, Nelly Correa, welcomed everyone to the session. She asked the JPAC
members to introduce themselves to the public.

Ms Correa then provided a brief overview of JPAC and its mandate, and informed the
audience that its members are nongovernmental volunteer citizens. JPAC ensures that the
views of the North American public are taken into account when formulating its advice to
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the CEC’s Council, which it does in an objective and unbiased manner. She described the
national advisory committees and the governmental advisory committees, explaining that
they also provide advice to the CEC. She mentioned that Canada and Mexico were not
represented at this time. She invited the US representatives to proceed with their
recommendations.

Report from representatives of the US National and Governmental Advisory
Committees (NAC and GAC)

The US GAC and NAC were asked to provide recommendations to JPAC on Greening
the North American Economy, and to provide a review of the future options of the CEC
in terms of the role of the Secretariat.

Key recommendations made on Greening the North American Economy:

e On green buildings, the EPA (Environmental Protection Agency) Manager
Portfolio Tool, which is used to track energy-used performance in buildings, is
being adapted for use in Canada through a partnership between EPA and Natural
Resources Canada. CEC could explore the potential for extending the Manager
Portfolio Tool to Mexico, and for establishing a North American energy
performance tracking system for existing buildings.

e On transportation, the three countries have programs for energy efficiency
(Smartway in the United States, Transporte Limpio in Mexico, and Fleetsmart in
Canada). CEC could encourage these programs to work together towards common
metrics leading to harmonization across countries.

¢ On renewable energy, CEC could undertake a review of published studies to
better inform developers, regulators and wildlife advocates on the status and
significance of bird and bat mortality relative to utility-scale wind turbines.

Key recommendations made on future options for the CEC and on the role of the
Secretariat:

e To limit the number and the nature of the projects undertaken under Article 10 of
NAAEC.

® To narrow and define the nature and mission of the CEC. Its general mission
should be to foster trilateral harmonization of policies and to promote greater
cooperation on air, energy and climate change, greening the economy, healthy
communities, and on protecting water resources.

¢ To maintain a focus on assessing the impacts of trade on the environment.

Update on submissions and enforcement matters, by Dane Ratliff, Director,
Submissions and Enforcement Matters Unit

The JPAC Chair invited the Director of the Submissions and Enforcement Matters (SEM)
Unit, Dane Ratliff, to make his presentation. The Director began his presentation by
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providing an overview of the SEM process. He gave an update on the submissions
received and on the issues he and his team are dealing with.

The JPAC Chair opened the floor to comments and questions.

¢ A member of JPAC expressed some concerns about the concrete results achieved
by the SEM process, given the absence of any obligation from the Parties
(Canada, Mexico and the US). He also asked for some clarifications on Article 14
(2), which specifies that “the Secretariat shall be guided” by four criteria in
deciding whether to request a response from the implicated Party.

e A member of JPAC pointed out the importance of the SEM Unit and described
the process as an alternative for Mexico’s citizens, considering the absence of any
class actions in the country. However, he insisted on the need to improve the
process in order to get more concrete and positive results.

e A member of JPAC deemed it unacceptable that some processes have been
initiated as far back as 2004 and have yet to be completed.

e Various members of the audience suggested that an analysis should be conducted
to better inform JPAC members, in order to help in formulating precise
recommendations to the Council regarding the SEM Unit’s efficiency.

The Director of the SEM Unit explained that what happens after the publication of a
factual record is a matter for the Parties themselves and for the public. He suggested that
perhaps JPAC plays a role to some extent in that. He insisted that a factual record
guarantees that the Parties are focusing on the allegations raised by the submitters. Thus,
it fosters the enhancement of public participation and the access to a kind of justice. On
Article 14 (2) of NAAEC, he specified that although “guided” does not mean that it has
to be followed to the letter, it means that the criteria have to be taken into consideration to
determine whether to ask a response from the Party. In terms of the process itself, Mr.
Ratliff explained that the SEM Unit needs to function with as much independence from
the Parties and submitters as possible, and from JPAC. He said that neutrality and
independence are key elements in allowing confidence in the process and in the ability to
produce a successful factual record.

The JPAC Chair thanked the Director of the SEM Unit and mentioned that their
committee would be in contact with him. She said that JPAC would be providing
recommendations in order to make the process more understood and more efficient.

JPAC discussion on a potential Advice to Council

The JPAC Chair asked the JPAC members to share their thoughts on the workshop on
Climate Policy Coherence in North America, in order to define a recommendation for the
CEC Council. They provided the following comments:

® We could prevent the increase of temperature on a short-term scale if we rapidly
control the emission of non-CO, warming agents such as black carbon, methane
and HFCs. Reducing only CO, emissions is not enough.
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¢ (Considering that a unilateral cap-and-trade scheme in the US could possibly lead
to trade distortion as a result of the implementation of border provisions, and in
view of the CEC’s existing technical expertise and its networking capacity, the
CEC could play a role in addressing the prospect of a North American carbon
trading system.

e The CEC has developed a North American Atlas that could be used as a
framework to develop a North American Agenda on Adaptation to Climate
Change.

e We have to avoid carbon leakage that affects our industries.

e We have to mobilize financial resources in order to reinforce our capacity as a
region to address the climate change issues.

¢ We have to harmonize GHG emission standards.

® We have to use our financial resources to avoid deforestation, increase the natural
capital and preserve North American biodiversity.

e There is a need for effective regulations leading to concrete, measurable results.

¢ The main objective should be maintaining and enhancing healthy communities. In
that regard, healthy communities are strongly reliant on healthy ecosystems, and
we should work toward a better understanding of this relationship.

¢ A member of JPAC stressed that our governments must design their policies on
science-based facts.

® Regarding harmonization and regulation, it is critical that our cooperation and
coherence in policy design be based on clear definitions and on consensus around
key words. A good example is the definition of renewable energy.

e (QGreater certainty in policy design implementation is very appropriate, as
territorial imperatives are important. Given that some provinces and states may
want to be more aggressive, regional implementation which fosters flexibility
would be economically pragmatic. A pragmatic approach that can be flexible, that
does address economic uncertainty and recessionary times, is a must in looking at
the trinational policy on environmental reforms.

e [tis important to look at the diversity of sources of fuel and power.

® On cap-and-trade, a JPAC member expressed a concern over the issue of
speculation related to such system.

e [t is critically important that North America focus on a secure strategy for energy
that at the same time brings the countries into the necessary environmental
trajectory for fighting climate change and other environmental issues. The
fragmentation, duplication and inefficiency that can evolve if, for instance, we
don’t have an optimization of power lines, is an issue that needs to be addressed
What we need at the North American level is a comprehensive approach for
energy and the environment.

Observers’ comments

The JPAC Chair opened the floor to comments and questions from the public.
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The North American GHG mitigation system that may emerge from trilateral
negotiations must be flexible enough to allow each country to participate
equitably.

A mechanism should be defined to allow Canada and the US to take advantage of
the cheap GHG reduction opportunities in Mexico.

We must take into account the conclusions of the Stern Report on the Economics
of Climate Change, on the increasing costs of addressing climate change over
time if we don’t face the issue on a short-term scale. In that regard, we must focus
our efforts on educating our communities on the issue.

Trade and environment has been a fundamental issue for the North American
region, not only in terms of NAFTA but also for the CEC. Given that climate
change isn’t only an environmental issue but also an economic one, it should be a
priority for the CEC to keep providing information, in order for us to make the
best decisions as a region.

There is a concern regarding what is happening in the US Congress, in terms of
the risk of having hidden protectionism measures, and this underlines potential
trade and investment effects throughout the region. Thus, the CEC could, given
its mandate, help making sure that some of the decisions made in Canada, Mexico
and the United States are not affecting trade, investment, and job creation across
North America.

The issue of the budget must be addressed. The budget of the Commission has
remained the same over the last 15 years. The CEC needs more financial and
human resources in order to meet the expectations.

The JPAC Chair asked the JPAC members to comment on the elements raised by the
public as well as on an eventual recommendation to the CEC Council on climate change.

Regulators in the three countries have to start thinking about compliance. The
existing regulatory regimes in North America have not started to address the
restructuring of the utility-sector industry. In that regard, it may be a good idea to
start including regulators in our JPAC discussions.

Given that NAFTA was implemented 15 years ago, it is necessary to revise the
nature of the CEC. The Commission needs to address new issues, including
climate change. For instance, the CEC is the only trinational institution that could
address seriously the issue of energy integration.

The CEC could develop a North American Agenda for Cooperation on Climate
Change. The idea would be to identify the areas of common interests where the
three countries can complement each other.

The CEC could develop a North American Agenda for Adaptation, given its areas
of expertise and given that these adaptation-related issues are clearly
transboundary.

Presentation on green building, by José Luis Fernandez Zayas
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The JPAC Chair introduced Dr. Ferndndez to the JPAC members and to the public. Dr.
Ferndandez focused his presentation on incentives to improve the reduction of GHG
emission in buildings in Mexico. He also emphasized opportunities of cooperation and
market development in North America.

Video presentation on the CEC

The JPAC Chair invited Eduardo Viadas, Media and Outreach Officer at the CEC, to
present a video describing the CEC activities. The session was then adjourned.
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Commission for Environmental Cooperation (CEC) of North America

Sixteenth Regular Session of the CEC Council
and meetings of the Joint Public Advisory Committee (JPAC)

22-23 June 2009
Grand Hyatt Denver Hotel
1750 Welton Street, Denver, CO 80202, USA
Tel.: 303 295 1234 Fax: 303 603 4094

Preliminary Program of Public Events

Sunday, 21 June 2009

19:00-20:00 Registration of Participants — Grand Ballroom Foyer, 2nd Floor, Grand Hyatt

Monday, 22 June 2009

7:50-8:50 Registration of Participants — Grand Ballroom Foyer, 2nd Floor, Grand Hyatt

8:50-17:00 JPAC Workshop on Climate Policy Coherence in North America — Grand
Ballroom, 2nd Floor, Grand Hyatt

8:50-8:55 Welcoming remarks by Adriana Nelly Correa, JPAC Chair

8:55-9:05 Overview presentation by Adridn Vazquez, CEC Executive
Director

9:05-9:50 Keynote address by Durwood Zaelke, President and Founder,
Institute for Governance and Sustainable Development

9:50-10:05 Question and answer period
10:05-10:25  “Conserving North America’s Natural Heritage in a Rapidly
Changing World” by Exequiel Ezcurra, Director, Institute for

Mexico and the United States, University of California,
Riverside

10:25-10:40  Question and answer period
10:40-10:50  Break
10:50-11:10  Expert Presentation: “North American GHG emissions and

mitigation potential” by Gabriel Quadri, Country Director for
Mexico and Central America, EcoSecurities



11:10-11:30

11:30-12:25

12:25-12:50

12:50-14:20

14:20-14:40

14:40-15:00

15:00-15:15

15:15-16:45

Expert Presentation: “The climate policy landscape in North
America” by Thomas Peterson, President and CEO, The Center
for Climate Strategies

Panel discussion: “The prospect and challenges of regional
climate policy cooperation”

Panelists:

David McLaughlin, President and CEO, National Round Table
on the Environment and the Economy (NRTEE)

Julia Martinez, Head of the Climate Change Program, Instituto
Nacional de Ecologia (INE)

Stacy VanDeveer, Associate Professor, Department of Political
Science, University of New Hampshire

Public discussion

Networking lunch [included] — Pyramid Peak Ballroom, 37th
Floor, Conference Center

Meeting Report: “Towards a North American carbon market?”
by Isabel Studer, Director of the Center for Dialogue and
Analysis on North America, Instituto Tecnologico y de Estudios
Superiores de Monterrey (Mexico City campus)

Expert Presentation: “Main challenges to develop coherent
climate policy regimes in North America,” by Jeff Schott, Senior
Fellow, Peterson Institute for International Economics

Break

Roundtable discussion: “Toward climate policy coherence in
North America”

Participants:

Michal Moore, Senior Fellow, Institute for Sustainable Energy,
Environment and Economy, University of Calgary, Alberta

Rodolfo Lacy, Coordinator for Programs and Projects, Centro
Mario Molina

Alexia Kelly, Senior Associate, World Resources Institute
(WRI)

Andrew Mangan, Executive Director, US Business Council for
Sustainable Development (USBCSD)

Carmen Dybwad, Vice President, Canadian Energy Research
Institute (CERI)



Exequiel Ezcurra, Director, Institute for Mexico and the United
States, University of California, Riverside (tbc)

16:45-17:15  Public discussion

17:15-17:30 Wrap-up

Tuesday, 23 June 2009

8:30-9:15 Registration of Participants — Grand Ballroom Foyer, 2nd Floor, Grand Hyatt

9:15-12:00 JPAC Regular Session 09-01 (with the public as observers) — Grand Ballroom, 2nd
Floor, Grand Hyatt

9:15-9:20 Overview by Adriana Nelly Correa, JPAC Chair, and approval of the
provisional agenda

9:20-9:30 Report from the National and Governmental Advisory Committee
representatives
9:30-945 Update on Submissions and Enforcement Matters by Dane Ratliff,

Director, Submissions and Enforcement Matters Unit, CEC
9:45-11:00 JPAC discussion on a potential advice to Council
11:00-12:00  Observers’ comments

12:00-13:30 Lunch [included] — Pyramid Peak Ballroom, 37th Floor, Conference Center
13:30-15:00 JPAC Regular Session 09-01 (with the public as observers — cont’d)
15:00-17:00 Networking Session for the Public — Grand Ballroom, 2nd Floor, Grand Hyatt

The public is invited to meet and exchange views on North American
environmental issues. Participants should appoint the chair of this session, who
will present the results at the public portion of the Council Session on 24 June.

17:00-19:00 Free

19:00-20:30 Welcoming Reception and Official Opening of the 16™ Regular Session of
the CEC Council (public) — Pyramid Ballroom, 37th Floor, Conference Center

® Opening remarks by Lisa P. Jackson, Administrator, US Environmental
Protection Agency

e Remarks by Mauricio Limén, Mexican Undersecretary for Management of
Environmental Protection

e Remarks by Jim Prentice, Canadian Environment Minister (to be confirmed)

e Remarks by Adriana Nelly Correa, JPAC Chair

e Remarks by Adrian Vazquez, CEC Executive Director



Commission for Environmental Cooperation (CEC) of North America

Sixteenth Regular Session of the CEC Council
and meeting of the Joint Public Advisory Committee (JPAC)

24 June 2009
Brown Palace Hotel
321 Seventeenth Street, Denver, CO 80202, USA
Tel.: 303 297 3111 Fax: 303 312 5900

Preliminary Program of Public Events

Wednesday, 24 June 2009

8:30-9:15

9:15-10:45

10:45-11:00

11:00-13:05

13:05-15:05

15:05-16:35

16:35

Registration of Participants — Ballroom A, Brown Palace Hotel
Council Session (open to the public) — Foyer Ballroom A, Brown Palace Hotel

9:15-9:20 Adoption of the agenda by Council

9:20-9:40 Report by the CEC Executive Director on accomplishments of
the CEC under the 2005-2010 Strategic Plan

9:40-10:45 Reports from the Council-appointed working groups

Break
JPAC Regular Session 09-01 (with the public as observers - cont’d)

11:00-12:00  The CEC North American Environmental Atlas by Francisco
Javier Jiménez Nava, Instituto Nacional de Estadistica y
Geografia

12:00-13:05  CEC’s Taking Stock 2005 report by Orlando Cabrera, CEC
Program Manager, Air Quality and PRTR

Lunch [included] — Brown Palace Club

Council Public Session — Ballroom A, Brown Palace Hotel

¢ Introduction on the conduct of the session by Adriana Nelly Correa, JPAC
Chair

e Reports on the JPAC workshop and on the results of the networking session

e Statements by pre-selected presenters
e Comments by Council members

End of Session
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