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United States Department of State

Bureau of Oceans and International
Environmental and Scientific Affairs

Washington, D.C. 20520

August 31, 1988
(_UNCLASSIFIED %%§§

(LIMITED© AL USE attached)
TO: Agriculture - Norton Strommen
AID - Pat Koshel
CEA - Robert Hahn
CEQ - Dinah Bear
Commerce - Michael T. Kelley
Commerce/NOAA - Arthur Patterson
Defense - William Parker
DPC - Mark Redderer
Energy - Ted Williams
EPA - Scott Hajost
HHS - Hal Thompson
Interior - Bob Sturgill -
NASA - Bob Watson
NSF - Bob Corell
OMB - Rob Fairweather
(-OSTP - Beverly Berger
USTR - Bob Reinstein
FROM: OES/E - William A. Nitze\&)k
SUJBECT: UNEP Ozone Meetings

In October, UNEP will hold a series of meetings in The Hague to
prepare for entry into force of the Montreal Protocol on

Substances that Deplete the Ozone Layer. The dates of the
meetings are:

A) October 17-18 Scientific review
B) October 19-21 Substitutes and Alternatives
C) October 24-26 Working Group on Harmonization of Data

on Production, Imports and Exports

D) October 27-28 Legal group

Further information on each meeting follows, and a cable
containing draft agendas is attached. I ask that relevant
agencies contribute to preparations and participate in the
meetings as outlined in the attachments. Please let me know by
September 8 of any changes your agency wishes to propose.
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These meetings are not a meeting of the Parties (since the
Protocol will not enter into force until January 1 at the
earliest) and cannot change Protocol provisions (e.g., the
timing or stringency of the control measures). However, they
will be important in encouraging participation in the Protocol
and in setting the process in motion for coordinated
international implementation of the Protocol's provisions.

Particularly in light of the Ozone Trends Panel report and the
subsequent announcements by major U.S. producers that they

intend to phase out production of the controlled chemicals by
the end of the century, it is important that the United States

Government have a coordinated position on the sufficiency of the
Protocol's controls.

Attached is proposed guidance for U.S.G.

participants in the meetings and for statements by U.S.G.

officials,
September 8,

If your agency has comments, please provide them by

In addition to preparing for the October meetings, the
interagency working groups on atmospheric science, effects,
technical developments, and economic impacts should prepare a
plan for U.S.G. participation in each of the assessments to be

carried out under Art. 6 of the Protocol,

The current UNEP plan

is to complete these assessments by August 1989, to allow the
Parties at least six months to consider the results before re-

assessing the control measures in 1990 in accordance with Art. 6
and Art. 2, para. 9.

Attachment:

ccC:

1. Guidance
. Meeting information
. Nairobi 23755 (Limited Official Use)

. Report of March 1988 Working Group meeting
. List of signatories

b wN

OES/ENV - ADSens

Justice - Jim Byrnes
Treasury - Cathy Jabara

E - Martin Bailey

EB/DCT - Alix Sundquist
L/OES - David Small

IO/T - Mike Strachan
EUR/RPE - Michael Brownrigg
EAP/EP - Priscilla Stowe

REPRODUCED AT GOVERNMENT EXPENSE



GUIDANCE

The United States Government strongly supports effective
implementation of the Montreal Protocol on Substances that
Deplete the Ozone Layer.

The broadest possible participation in the Protocol is
essential to effective protection of the ozone layer.

The United States Government urges all nations to become
Parties to the Protocol as soon as possible.

The United States Government will contribute actively to the
reviews of new scientific, environmental, technical and
economic information as provided by the Protocol.

We urge that the reviews be carried out expeditiously, in
order for all governments to consider the information
carefully in preparation for reassessment of the Protocol's
control provisions in 1990 in accordance with Article 6.

The findings of the Ozone Trends Panel released March 15, @
1988 are significant new information which must be taken

into account. The Panel found that global ozone depletion
over the past decade has already exceeded natural

variability, and that the chemicals controlled by the

Montreal Protocol are primarily responsible for the

Antarctic ozone hole.

In response to these findings, major U.S. producers have
announced plans-to discontinue production of the controlled .
chemicals by the end of the century.

U.S. and foreign producers and users have already developed 2
affordable alternatives and substitutes for CFC's and halons

for many uses, and we expect that innovation will continue
at a rapid pace.

If the international assessment reconfirms the findings of &
the Ozone Trends Panel, the United States Government expects
that the Parties to the Protocol will decide in 1990 to

phase out virtually all production of the controlled

chemicals over a reasonable time period, probably by the end
of the century.

REPRODUCED AT GOVERNMENT EXPENSE



B. Substitutes and Alternatives;:

We understand that governments will be invited to this session,
but have not yet received the invitation. Individuals (many
representing organizations such as ASHRAE, CEFIC, etc.) will be
invited to give presentations on the status of substitutes and
alternatives in specific sectors (e.g., refrigeration, foams,
solvents, halons). We expect that industry and environmental

groups will be accredited by UNEP as observers (not as members
of the U.S. delegation),

U.S.G. Coordinator: Stephen Andersen (EPA)

U.S.G. Delegation: William Nitze (State), head of delegation

Stephen Andersen (EPA)
Rick Bradley (DOE)
Suzanne Butcher (State)
Eileen Claussen (EPA)
William Parker (DOD)
Bob Reinstein (USTR)

Ed Shykind (Commerce)

Substitutes and Alternatives Working Group: EPA, DOC, DOE, DOD

Economic Impacts Working Group: EPA, DOC, DOE, CEA

Economic Impacts, October 19-21

REPRODUCED AT GOVERNMENT EXPENSE



C. Ad Hoc Working Group of Legal and Technical Experts on
Harmonization of Data on Production, Imports and Exports of
Ozone-Depleting Chemicals, October 24-26

The report of the Group's first meeting, in March 1988 in
Nairobi, is attached. The second meeting will follow up on many
of the same issues and will be important in clarifying
definitions and procedures in preparation for entry into force,

Bill Nitze chaired the group in Nairobi and should continue to
do so.

U.S.G. Coordinator: Eileen Claussen (EPA)

U.S.G. Delegation: William Nitze (State),
Suzanne Butcher (State)
Eileen Claussen (EPA)
Bob Reinstein (USTR)

Steve Seidel (EPA)
lawyer

head of delegation

Working Group: EPA, USTR, State, DOC, DOE

REPRODUCED AT GOVERNMENT EXPENSE



D. Legal Group, October 27-28

The U.S.G. has received an invitation to a small "meeting of
legal experts for the purpose of determining the fulfilment of
the provisions in the Protocol for the entry into force." Entry

into force is contingent upon ratification by eleven nations
representing two-thirds of global consumption.

(A list of countries which have signed and ratified thus far is
attached. The Japanese government has indicated it intends to
ratify this fall. The EC and its member states plan to ratify
simultaneously by the end of the year. Several of the EC member
states have completed their internal processes. However, since
the French and Greek parliaments do not reconvene until October,

it is unlikely that the EC ratifications will be deposited
before the meetings in The Hague.)

U.S.G. representative: to be determined

REPRODUCED AT GOVERNMENT EXPENSE



For Your Information

Margaret Rogers

Society of the Plastics Industry
1275 K Street N.W., Suite 400
Washington, D.C. 20005

(202) 371-5282



The Society of the ﬁ
Plastics Industry. Inc.

1275 K Street. N.W., #400
Washington. D.C. 20005 October 1, 1987
(202) 371-5200

Mr. Lee Thomas
Administrator %
United States Environmental
Protection Agency
401 M Street, S.W.
Washington, D.C. 20460

Re: CFC Regulations and the Foam Blowing Industry

Dear Mr. Thomas:

The Society of the Plastics Industry, Inc. (SPI) has
been closely involved in the Environmental Protection Agency's
(EPA) consideration of chlorofluorocarbon (CFC) regulation.
The purpose of this letter is to ask the EPA to consider and
incorporate in its proposed rule a regulatory strategy for
those in the foam industry who use CFCs: a CFC set-aside for
foam blowing use. The need for a new regulatory solution for
the foam industry is based on (1) the limited availability of
technologically feasible control options in the short to mid
term, and (2) the disproportionately high economic impact on
the industry which will result from CFC regqulation. The EPA
cannot adopt CFC regulations which will effectively force many
in the foam industry to go out of business while allowing other
CFC users to conduct business as usual.

Background

SPI is the major national trade association for the
plastics industry. Members having a specific interest in
proposals to regulate CFCs include producers of raw materials
used in the manufacture of CFC-blown foams, producers of foam
products using CFCs, and polyurethane insulating spray foam
contractors., A wide variety of foam plastics products will be

affected by CFC regulation, as is outlined in more detail
below.

CFC-blown insulating products include extruded expanded
polystyrene (XEPS) and polyurethane and polyisocyanurate foams.
These products are made as board or sheathing, or, in the case
of polyurethanes, can be poured or spray applied. Apart from
use in residential and commercial buildings, plastic insulating
foams are used in appliances, insulated truck and rail cars, in
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Mr. Lee Thomas
October 1, 1987
Page 2

building foundations, and under highways and airport runways.
CFCs are also used to produce flexible foams which are used in
mattresses, furniture, hospital decubitus pads designed to
prevent bedsores, carpet underlay, and miscellaneous products
such as cosmetic sponges. Foam plastics are used as packaging
materials as well. Extruded polystyrene sheet, polyurethane
and polyolefin packaging are used in varied applications, from
supermarket meat trays and other food uses, to packaging used
in various types of electronic and other sensitive equipment,
including military equipment.

These foam plastic products have enhanced modern life-
styles, contributed to comfort and health, and, in the case of
insulating foams, helped achieve national energy goals. Manu-
facturers of such products, along with manufacturers of other
chemicals used in these products, suppliers and distributors of
these products, polyurethane foam contractors, and thousands of
companies using foam products in their businesses, will be
affected by regulations affecting the availability and price of
CFCs.

It is SPI's understanding that EPA will propose regula-
tions by December 1, 1987 which are designed to reduce the use
of certain CFCs. The legal framework under which the EPA's
regulatory proposal must operate includes (1) the recently-
adopted international protocol on CFCs, and (2) § 157 of the
Clean Air Act. The protocol calls for a freeze in CFC produc-
tion at 1986 levels between July, 1989 and 1990, and further
phase downs in 1993-94 and in 1998-99 to a cumulative total of
50% reductions from 1986 levels. On the domestic front,

§ 157(b) of the Clean Air Act requires the EPA to regulate CFCs
when it has reasonable grounds to believe that CFCs are deplet-
ing stratospheric ozone. The statute specifically states,
however, that any regulations designed to control stratospheric
ozone "shall take into account the feasibility and costs of
achieving such control" (emphasis added). The technological
feasibility of control options and the economic impact of regu-
lation are thus key issues which must be considered by the EPA
in attempting to regulate CFCs.

SPI appreciates the environmental concerns which are at
the heart of efforts to reduce CFC use. Its members are en-
gaged in research to explore the feasibility of using new chem-
ical substitutes in their products, and are committed to ef-
forts ultimately to reduce their use of CFCs which may deplete
stratospheric ozone. SPI and its members, however, are depen-
dent on the efforts of the CFC producers to lay the groundwork
relative to chemical substitutes. Thus, the development of
substitutes is a long-term proposition.
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October 1, 1987
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SPI has provided a series of written comments on the
numerous documents issued to date by EPA. It has also met with
Agency personnel to discuss the technological feasibility of
various CFC control options and the economic impact of CFC
regulation on the foam industry. It is clear that most seg-
ments of the foam blowing industry have no short or mid-term
control options which manufacturers themselves can adopt to
reduce CFC use. With few exceptions, most foam manufacturers
will rely on chemical substitutes, now only in_the early stages
of development, to replace currently used CFCsl/ in their foam
blowing operations. The availability of chemical substitutes
suitable for foam blowing use in the variety of applications
involved is estimated to be seven to ten years away. It should
be noted that several different chemical substitutes will in
all probability be ultimately used in the foam industry, and
the time frame for development of each will likely vary
considerably.

The costs of the CFCs used in foam products is a rela-
tively high portion of the cost of the finished product in most
segments of the foam industry. Additionally, since foam manu-
facturers face competition from manufacturers of products which
do not contain CFCs, their ability to pass on increased CFC
costs is limited. These two important factors differentiate
the foam industry from other CFC users and limit the ability of
members of the foam industry to withstand CFC price increases.
Other users, in contrast, can withstand far more significant
price increases than foam blowers can without switching to
alternatives, implementing control strategies, or suffering any
appreciable shrinkage in their product markets. This means
that firms in the foam industry will probably have to absorb
higher economic losses than firms in other industries.

SPI is in the process of compiling a study on the
economic impact of CFC regulation on the foam industry. Given
the very short time table involved and the diversity of the
industry, this study focuses on a limited number of segments of
the foam blowing industry. Preliminary results indicate,
however, that a significant contraction of the foam blowing
industry will be felt as a result of regulations which lead to
lessened availability and increased prices of CFCs. Foam

1/ CFCs 11 and 12 are the principal chlorofluorocarbons used
in foam blowing applications, with smaller quantities of other
CFCs. CFC 11 is used in polyurethane foam applications, with
some small use of CFC 12. CFC 12 is used to make extruded
polystyrene foam.



Mr. Lee Thomas
October 1, 1987
Page 4 N

manufacturers, in other words, will often have only a limited
ability to compete with other users for scarce CFCs. SPI
therefore believes that the disproportionately high impact on
the foam industry vis-a-vis other users requires that some
special treatment be accorded to foam blowers subject to CFC
regulation. To do otherwise would be inconsistent with the
EPA's statutory mandate.

The EPA has outlined five regulatory control options to
achieve the environmental goal of reducing CFC use. They in-
clude: (1) auctions of CFC permits open to all users and pro-
ducers; (2) establiskment of fees on CFC production; (3) estab-
lishment of an overall CFC production quota; (4) adoption of
"command and control" regulations, i.e., traditional regulatory
restrictions involving limits or bans on CFC use and/or re-
quired use of process technology or conservation measures; and
(5) adoption of a so-called "hybrid" option involving estab-
lishment of an overall production quota plus use of selective
"command and control" regulations. The overall environmental
goals and the timeframe for implementing those goals have now
been set by the recently adopted protocol.

In considering the variety of regulatory control
options proposed by the EPA, SPI has suggested that allocating
to each user segment the amount of CFCs representing such
group's pro rata share of CFCs would allow all user industries
to obtain an equitable share of CFCs. The EPA staff has
responded, however, that due to the large number and variety of
users involved, a user group by user group allocation scheme is
not practical. The EPA staff also appears to favor allowing
market forces to operate so that reductions are achieved,
perhaps with some limited "prompting" from the Agency. Apart
from the foam blowing industry, however, virtually all other
user groups can better withstand CFC price increases which are
sure to result from regulation-induced scarcity of CFCs than
foam blowers. As a result, much higher price increases of CFCs
must occur before other CFC users will adopt control
strategies.

The EPA cannot, however, propose regulations which
close down segments of the foam industry, but allow other
industry segments to operate normally. Due to the
disproportionately high economic impact of CFC regulation on
the foam blowing industry and lack of technologically feasible
control options in most segments, SPI therefore proposes that
the EPA adopt a different control strategy: a CFC set-aside
for foam blowing use.
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CFC Set-Aside for Foam Blowing Use

SPI recommends that the EPA establish a special CFC
allocation for the foam industry. This foam blowing allocation
of CFCs must include all CFCs currently used in the foam blow-
ing industry. The initial allocation should reflect the pro-
portion of CFC use in the foam blowing industry in 1986, the
year of the freeze (approximately 30%). The set-aside would be
phased out as chemical substitutes become commercially avail-
able for use in foam products. Vital requirements are that
only members of the foam blowing industry could be eligible to
purchase CFCs from the foam allocation, and producers would be
prohibited from selling CFCs from the foam allocation to non-
foam users.

EPA requlations incorporating the set-aside concept
would apply to purchasers of CFCs for use in the foam blowing
industry. Producers would be required to sell CFCs from the
foam set-aside only to foamers. EPA regulations could
establish eligibility criteria, possibly based on historic use,
and should also provide for some way that new entrants in the
industry can obtain CFCs. EPA regqulations must require proof
that CFCs will be used for foam blowing. This could be done by
use of some sort of "manifest"-type document, with suitable
protection for trade secret information. 1In order to prevent
speculation in CFCs and ensure that the goals of the set-aside
are met, those seeking EPA approval to participate in the set-
aside should be required to affirm the truth of information
provided in any application, subject to existing criminal
penalties for false statements imposed by 18 U.S.C. § 1001.
Finally, trading in CFC foam blowing permits within the foam
blowing industry only should be permitted; trading of CFCs to
those outside the foam industry must be strictly prohibited.

Under EPA regulations that implement the freeze, pro-
ducers would be required to dedicate a pro rata portion of the
CFCs they produce for foam blowing. The foam blowing alloca-
tion should reflect the generally used CFCs in the foam indus-
try and the proportion of CFCs used. Producers would be per-
mitted to sell from the foam allocations only to foamers demon-
strating EPA approval. Members of the foam blowing industry
would have to provide proof that they met EPA requirements to
CFC producers to be eligible to purchase CFCs from the foam
set-aside.

To ensure that the goals of the set-aside are met, and
that the set-aside remains consistent with the overall regula-
tions, it should be phased out as appropriate substitutes
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become commercially available for use in various segments of
the foam industry. Thus, some type of periodic review mechan-
ism would likely be required.

The CFC set-aside concept is conceptually compatible
with the regulatory options EPA is considering. Although the
number of firms in the foam industry is high, SPI believes that
the number of companies purchasing CFCs from producers for foam
blowing is relatively small, well under 200 firms.2/ Thus, the
burden on EPA in administering the CFC set-aside for foam
blowing use would be minimal.

A CFC set-aside for foam blowing use offers numerous
advantages over the other regulatory options under considera-
tion. First, and most importantly, a foam set-aside is consis-
tent with the EPA's environmental goals and with its statutory
constraints relative to the required assessment of economic and
technological feasability issues in adopting CFC regulations.
In this regard, SPI's preliminary analysis of the economic im-
pact of CFC regulations indicates that the foam blowing indus-
try will be among the user groups hardest hit as a result of
CFC regulations and resulting price increases. This is because
in most segments of the foam blowing industry the only feasible
control options involve utilization of chemical substitutes -
only feasible in the long term, not the short or mid-term.

Second, the CFC set-aside will preserve the foam
industry until substitutes are commercially available.
Although substantial economic impact will occur even with a
set-aside, a CFC set-aside for foam blowing will help avoid the
dramatic losses SPI anticipates. The foam industry accounts
for only 28% of CFC use, and the set-aside allows for an
orderly market transition, allowing the foam industry to
survive until chemical substitutes are available.

Third, a set-aside, as noted above, would involve
minimal administrative burden to the EPA and to producers. A
simple form could be devised to establish that those in the
foam industry met appropriate EPA criteria. A copy of this
form could be submitted to producers with a purchase order and
retained in their files.

Fourth, the set-aside provides incentive to producers
to speed the development of substitutes. Since the foam indus-

2/ This is because many in the foam industry purchase a chem-
ical "system" from a supplier. It is the systems supplier who
purchases CFCs from the CFC producers.
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try is dependent on the development of new chemical substitutes
to achieve reductions, preserving the foam industry during the
developmental period assures that a substantial market for
substitutes is available.

Fifth, the set-aside minimizes legal problems the pro-
ducers will face should they themselves attempt to "allocate"
CFCs to their existing customers or to offer price advantages
to certain customers less able than others to withstand higher
costs. The set-aside avoids those legal issues by allowing, in
effect, two market prices for CFCs to be reached. Market
forces will operate within the foam set-aside to establish a
suitable price for CFCs available in the set-aside. It also
will allow market forces to operate in the overall production
guota, perhaps providing additional economic incentives to
users outside the foam industry to adopt control strategies.

SPI believes that a CFC set-aside for foam blowing use
is urgently needed for the foam industry. SPI hereby requests
that the EPA include the set-aside concept in its December 1,
1987 proposal and seek public comment on this option. SPI
would like an opportunity to outline the set-aside concept in
more detail and to provide you with additional background
information on the economic impact of CFC regulation on the
foam industry. This information should be available after
October 20, 1987.

SPI appreciates your consideration of these views.

Respectfully submitted,

\'\- \ \A\ )

Margaret Rogers

Director, Federal Government
Affairs

The Society of the Plastics
Industry, Inc.

1275 K Street, N.W.

Washington, D.C. 20005

cc: Vé;leen D. Claussen
John Hof fman



THE WHITE HOUSE
WASHINGTON

October 23, 1987

NOTE FOR BOB DAWSON
'FROM: RALPH BLEDS E/

SUBJECT: Stratospheric Ozone

The ratification package is being
prepared by the State Department.
You can interact with them as it

is being put together, or await
their transmittal to the President.
Prior to the President's submitting
the package to Congress, there will
likely be a White House clearance
process.
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Discuss with me 0

For your information (]

See remarks below (m]

FROM BOB DANSON DATE OCT 22, 87

REMARKS
Ralph,

What opportuhity will my agencies have to
comment on the spécific wording of the
protocol?

I have received inquiries on this.
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5. oOutdoor Recreation Resources and Opportunities. The Council
directed that a task force under the Energy, Natural
Resources and Environment Working Group prepare an
Administration report on outdoor recreation resources and
opportunities. Jackie Schafer is chairwoman of the task
force. A report can be presented to the DPC on November 23.

6. Marine Debris. A task force of the Energy, Natural Resources
and Environment Working Group has been established to study
the problem of marine pollution, and government efforts to
combat it., A status report should be presented to the
Council on November 23.

Other Issues: Biotechnology, Catastrophic Illness Insurance,
Presidential Management Improvement Initiatives, Wetlands.

FOLLOW-UP ISSUES

1. AIDS. The Health Policy Working Group discussed the status
of the AIDS prevalence study with the Council on September
16. This was continued on September 21. A decision memo on
the study has been sent to the President. Also, the
President has signed a proclamation on October, 1987 being
AIDS Awareness and Prevention Month. Future Working Group
topics include the FY89 budget proposals, legislation, legal
issues, education and national surveys.

2. Family. A status report on activities of this Working Group,
and particularly the Executive Order issued by the President,
was presented to the Council on September 21. The Working
Group will be responsible for a 180-day report to the
President.

3. Federalism. A status report on this Working Group, and

particularly progress on development of an er,
was presented to the Council on September 21. The clearanc
er is uncertain. _

\«

Stratospheric Ozone. The final negotiation sessions and
signing ceremony for an international protocol on ozone were
held in Montreal in mid September. The Council received a
report on September 22 on the results of the meetings. The
ratification process 1s being led by the State Department in
conjunction with other interested agencies.

TENTATIVE NG—DATES
Wednesday, November 4, 1987 Tuesday, November 10, 1987
2:00 p.m., Roosevelt Room 2:30 p.m., Roosevelt Room

Wednesday, November 18, 1987 Monday, November 23, 1987
2:00 p.m., Roosevelt Room 2:00 p.m., Roosevelt Room

Tuesday, November 24, 1987
2:00 p.m., Roosevelt Room



ACTIVE DPC WORKING GROUPS

o Adoption Task Force
- Next meeting: October 19, 1987
o Agent Orange
- Last meeting held: October 6, 1987
o Energy, Natural Resources and the Environment
- Next meeting: October 20, 1987
o Famil
- Last meeting held: November 17, 1986
o Federalism
- Next meeting: October 22, 1987
o Health Policy and Economics
- Last meeting held: September 29, 1987
o Legal and Regulatory Policy
- Last meeting held: June 10, 1987
o Low Income Opportunity Advisory Board
- Next meeting: October 23, 1987 (tentative)
o Management and Administration
-.Last meeting held: September 22, 1987
o Outdoor Recreation Resources Task Force
- Next meeting: October 22, 1987
o Privatization
- Last meeting held: July 1, 1987
o Tort Poliey
- Last meeting held: March 10, 1987
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TO: The Secretary

FROM: L - Abraham D, Sofaer
OES - John D, Negroponte

SUBJECT: Transmittal to the Senate of the Montreal Protocol on
Substances that Deplete the (Qzone Layer, September 1987

ISSUE FOR DECISION

Whether to sign the attached report to the President,
including a proposed message from the President to the Senate
seeking its advice and consent to ratification of the Montreal
Protocol on Substances that Deplete the Ozone Layer ("Montreal
Protocol") .,

ESSENTIAL FACTORS

The attached report to the President (Tab A) and proposed
message from the President to the Senate (Tab B) have been
prepared for the purpose of transmitting the Montreal Protocol
(Tab C) to the Senate for its advice and consent to ratification,

The Montreal Protocol was signed by the United States on
September 16, 1987 in Montreal, Canada. For the United States
to become a Party to the Protocol, it must deposit an instrument
of ratification with the Secretary-General of the United
Nations, the depositary for this agreement.

The Protocol provides for measures to control emissions of
substances that deplete the stratospheric ozone layer.
Domestically, these measures will be implemented by EPA
regulations under the Clean Air Act. During the negotiations,
we coordinated with all relevant agencies and consulted closely
with the Congress, industry and environmental groups. U.S.
signature of the protocol was done with the concurrence of each
key agency, as well as the Domestic Policy Council staff.
Congressional support for this protocol also has been
broad-based. Some members of the public (including a number of
user industries) would have preferred that the Protocol be 1ebs
stringent; others (including some environmental
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groups and some Senators) would have preferred that it be more
stringent, Still, there is general agreement that multilateral
measures are preferable to unilateral measures for control of
ozone-depleting substances and that the United States should
ratify the protocol as adopted,

Entry into force of the Protocol requires ratification,
acceptance, approval or accession by eleven nations representing
at least two-thirds of global consumption of the controlled
substances, Ratification by the United states, which consumes
approximately thirty percent of the global total, thus is in
effect a prerequisite for entry into force. Early ratification
by the United States will demonstrate our commitment to
implementation of the Protocol and encourage adherence by other
nations whose implementation of the control measures required
under the protocol is also essential to achieve effective global

protection,

RECOMMENDATION

That you sign the report to the President (Tab A).

Attachments:
Tab A. Report to the President
Tab B, Message from the President to the Senate
Tab C. Protocol Text
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The President:

I have the honor to submit to you, with a view to
transmittal to the Senate for its advice and consent to
ratification, the Montreal Protocol on Substances that Deplete
the Ozone Layer,

The Protocol s an important instrument for the protection
of a critical global environmental resource, The stratospheric
ozone layer prevents harmful amounts of ultraviolet radiation
from reaching the earth. Depletion of stratospheric ozone by
atmospheric pollutants could result in significant adverse
impacts on human health, including an increase in sKkin cancer
rates and suppression of human immune responses. Environmental
effects of stratospheric ozone depletion could include reduced
crop yields, adverse effects on aguatic ecosystems, including
fisheries, and potentially significant climatic changes,

A multilateral regulatory regime, which is established by
this protocol, is necessary to control emissions of
ozone-depleting substances, since such emissions anywhere affect
the ozone layer globally. United States ratification is
necessary for entry into force and effective implementation of
the Protocol. Early ratification by the United States will
encourage ratification by other nations whose participation is
also essential, Ratification of the Protocol is consistent with
our foreign policy and economic and environmental interests.

The Protocol, negotiated under the auspices of the United
Nations Environment Program, is a supplemental agreement to the
Vienna Convention for the Protection of the Ozone Layer, adopted
in March 1985 and ratified by the United States in August 1986.
The Convention provides for research, monitoring, and
information exchange, and a framework for the adoption of one ot
more protocols, While control measures were considered during
the Convention negotiations, agreement on a coordinated control
regime could not be achieved at that time, The current Protocol
is the result of negotiations beginning in December 1986 and
concluding in September 1987,

The President,
The White House,

=M
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In negotiating the Protocol, the Department of State
coordinated with all relevant federal agencies and consulted
closely with the Congress, industry and environmental
organizations. Signature of the protocol by the United States
was endorsed by all interested agencies and the Domestic Policy
Council staff. Congressional support is also broad. While some
would have preferred that the Protocol's provisions be more
stringent or less stringent, there is widespread agreement among
these groups that multilateral rather than unilateral measures
are necessary for effective control of ozone-depleting
substances, that adoption of the protocol is a significant
achievement, and that the United States should ratify the
protocol,

Two principal features of the protocol are an obligation to
limit consumption and production of ozone-depleting substances
(Article 2) and the restriction of trade in controlled
substances with States not party to the Protocol (Article 4),

On control measureg, Article 2 requires:

o A freeze at 1986 levels on annual consumption of
chlorofluorocarbons 11, 12, 113, 114 and 115 beginning
in the seventh month after entry into force, and of
halons 1211, 1301 and 2402 beginning three years after
entry into force.

o Long-term scheduled reductions (of twenty percent by
1994, and of fifty percent by 1999) of
chlorofluorocarbon annual consumption,

o Periodic assessments of the control provisions, based
' upon scientific, environmental, technical and economic
information, which could result in addition or removal
of chemicals from the list of controlled substances or
a change in the reduction schedule or reduction target,.

Production of the controlled substances by Parties to the
Protocol in individual countries is also controlled, but allowed
to remain somewhat above consumption in individual countries, in
order maintain sufficient supply for developing countries and to
achieve economic efficiencies or to respond to supply
shortages. The Parties' total production can be no greater than
their total allowed consumption.
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Article 2 also contains specific provisions for Parties
whose production in 1986 was less twenty-five kilotons
(paragraph 5); Parties which had production facilities under
construction and provided for in national legislation before
adoption of the Protocol (paragraph 6); and Parties that are
members of a regional economic integration organization (REIQ)
(paragraph 7). 1In particular, paragraph 5 of Article 2 permits
a Party whose 1986 production of the controlled substances was
less than twenty-five kilotons to transfer to or receive from
another Party production as long as the combined production of
the Parties concerned does not exceed their combined production
limits as set by the Protocol. A Party falling within the
provisions of paragraph 6, as described above, is entitled to
add to its 1986 production the amount produced by such
production facilities, provided its annual consumption of the
controlled substances does not exceed .5 kilograms per capita.
Paragraph 7 permits Parties that are member States of a REIO to
fulfill jointly their obligations regarding consumption, as long
as their total combined level of consumption does not exceed the
limits specified in Article 2 and provided all member States of
the REIO and the organization itself are Parties to the Protocol,

Paragraph 5 would allow, for example, U.S. producers to
maintain production beyond our allowed consumption level in
order to supply Canadian users if small Canadian plants are
closed because they have become inefficient as a result of
controls, Paragraph 6 would allow the Soviet Union to include
in its 1986 base year level expanded production foreseen in its
five year plan: with this adjusted base level, it would freeze
and begin reducing along with other Protocol Parties. Paragraph
7 would allow the European Economic Community to fulfill jointly
its obligation respecting consumption, provided all twelve EEC
members join the Protocol.

The procedure for calculating "production" and
"consumption" is outlined in Article 3. The calculation takes
into account the relative ozone-depleting potentials of the
various chemicals,

With respect to trade with non-parties, Article 4 provides
for:

o A ban on imports from non-~parties of the controlled
substances within one year of the protocol's entry
into force.
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o A ban on imports from non-parties of products
containing the controlled substances starting in the
fourth year following the protocol's entry into
force. Within three years of entry into force, the
Parties are to elaborate a list of products subject to
this provision, '

o Congideration within five years of entry into force of
restrictions on imports from non-parties of products
produced with (but not containing) the controlled
gubstances,

o) A prohibition against concluding new agreements which
provide non-parties with financial assistance for
producing the controlled substances.

Article 5 provides a ten-year grace period from compliance
with the control measures for low-consuming developing countries
that adhere to the protocol, in order to encourage the broadest
possible participation in the protocol.

Article 6 specifies that beginning in 1990 and at least
every four years thereafter, the Parties shall assess the
control measures on the basis of available scientific,
environmental, technical and economic information., It provides
for expert panels, which are to report to the Parties, to be
convened at least one year before each assessment.

Article 7 requires an annual report by each Party of its
production, imports and exports of controlled substances,
Article 8 requires the adoption of procedures and institutional
mechanisms for determining non-compliance and for treatment of
Parties found to be in non-compliance., Articles 9 and 10
provide for cooperation in research and exchange of information
on alternative substances, products and technologies to reduce
emissions of the controlled substances; cooperation in promoting
public awareness; and technical assistance to facilitate
participation in and implementation of the Protocol, Article 11
provides - for meetings of the Parties, which will normally be
held in conjunction with meetings of the Parties to the
Convention., Article 12 defines the functions of the
Secretariat, which will be carried out by the Secretariat
established by the Convention,

Article 13 provides that funds required for the operation
of the Protocol will be charged against contributions from its
pParties, and that financial rules are to be adopted by
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consensus. Thus, the Protocol itself contains no mandatory
financial obligations, but would commit the United States in
principle to payment of its fair share of the future expenses of
the secretariat, meetings of the parties, and panels of

experts, Costs associated with these activities are likely to
be relatively small and are capable of being covered with
presently projected agency budgets.

Article 14 states that provisions of the Convention
relating to its Protocol shall apply to this Protocol. Article
15 sets out the dates and places where the Protocol is open for
signature,

To ensure that the Protocol is effective and the economic
burden of the controls is equitably shared, Article 16 provides
that the protocol will enter into force only when eleven
countries representing at least two-thirds of global consumption
have ratified the agreement. The Protocol is to enter into
force on January 1, 1989, provided these conditions have been
fulfilled and the Convention has entered into force, 1In the
event these stipulations have not been fulfilled by that date,
the Protocol will enter into force ninety days after the
conditions have been met, The effective date of the freeze
would in that case be delayed, but the specified dates for the
reduction steps would remain effective.

The obligations the United States would assume under the
Protocol will require implementing regulations. EPA is to issue
a proposed regulation on December 1, 1987 and intends to issue a
final set of regulations by August 1, 1988. The effective date
of the regulations would be tied to the entry into force of the
Protocol., Section 157 of the Clean Air Act grants the
Administrator of the Environmental Protection Agency authority
to regulate substances, practices, processes, or activities
which he finds may reasonably be anticipated to affect the
stratosphere, especially ozone in the stratosphere, if such
effect may reasonably be anticipated to endanger public health
or welfare. This broad authority provides the statutory basis
for implementing the protocol, including its trade provisions.

An environmental impact statement will be separately
forwarded to the Senate for its information,

I recommend that the Montreal Protocol for Protection of
the Qzone Layer be transmitted to the Senate as soon as possible
for its advice and consent to ratification,

Respectfully submitted,



di7 147Q( 1V-J0 e VRIIITTH 2lall VLr il VLoLos Lo

TO THE SENATE OF THE UNITED STATES:

I transmit herewith, for the advice and consent of the
Senate to ratification, the Montreal Protocol on Substances that
Deplete the Ozone Layer, done at Montreal on September 16,

1987. The report of the Department of State is also enclosed
for the information of the Senate.

The Montreal Protocol provides for internationally-
coordinated control of ozone-depleting substances, in order to
protect public health and the environment from potential adverse
effects of depletion of stratospheric ozone. The Protocol was
negotiated under the auspices of the United Nations Environment
Program, pursuant to the Vienna Convention for the Protection of
the Ozone Layer, which was ratified by the United States on
August 27, 1986,

In this historic agreement, the international community
under takes cooperative measures to protect a vital global
resource. The United States played a leading role in the
negotiation of the Protocol. United States ratification is
necessary for entry into force and effective implementation of
the Protocol., Early ratification by the United States will
encourage similar action by other nations whose participation is
also essential.

I recommend that the Senate give early and favorable
consideration to the Protocol and give its advice and consent to
ratification,

THE WHITE HOUSE,

KL VJ
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