UNITED STATES OF AMERICA
AND
PEOPLE’S REPUBLIC OF CHINA

ENERGY AND ENVIRONMENT COOPERATION INITIATIVE

Mission

A sustained joint effort, through governmental cooperation and participation of the business and
other sectors, to help meet China’s energy needs, while striving to protect the local, regional,
and global environment.

Goals

Contribution to local, regional, and multilateral environmental objectives -- from improving
public health to addressing climate change.

Enhanced bilateral cooperation in the fields of energy and environment that may include
science, technology, commerce, and other areas.

Mobilization of significant levels of clean energy trade, investment, and appropriate technology
transfer over the next five years.

Targeted Areas

Urban air quality: governmental cooperation on energy related air pollution problems in such
areas as urban air quality monitoring, implementation of emissions standards, housing related
issues (building materials, home heating and cooking), and the reduction of lead and other air
pollutants; enhanced business sector involvement in natural gas infrastructure development,
coal gasification, manufacture and use of energy efficient vehicles, emissions monitoring
equipment, and improved vehicle fuels.

Rural electrification and energy sources: a substantial program, involving cooperation of
governmental, business, and other sectors, to bring clean energy systems to China’s rural areas,
using grid-connected and off-grid renewables, mini and micro hydro, and natural gas-fired
systems.

Clean energy sources and energy efficiency: a substantial program, involving cooperation of
governmental, business, and other sectors, to promote U.S.-China cooperation on: 1) clean
energy sources in such areas as coal liquification, coal integrated gasification combined cycle
(IGCC), circulating fluidized bed (CFB), natural gas and coal-bed methane development, oil
sector development, wind energy, and solar energy; 2) energy efficiency in such areas as
electric motor systems, cogeneration, industrial process controls, lighting, district heating,
transformers and buildings; and government commitment to facilitate and support these
cooperation efforts.

The initiative can also address cooperation in peaceful uses of nuclear energy, consistent with
the 1985 bilateral agreement on this subject.




Principles

e China will actively support international cooperation in relevant fields and welcome
international investment and economic and technology cooperation of various forms in China
on open, fair, and reciprocal terms to meet the country’s energy needs and protect the
environment in a sustained way. China will continue to implement energy policy, regulatory,
and pricing reforms, which improve the climate for trade and investment in energy and
environmental projects.

e The U.S. economy can offer cost-competitive, environmentally superior energy technologies.
In the context of this initiative, the U.S. government will look at ways that it might help
leverage private sector participation in Chinese energy sector development. Steps the U.S.
government could consider include appropriate legal authority for such U.S. programs as the
Trade and Development Agency.

e Environmentally sound energy technologies should be studied and applied, taking into
consideration life-cycle costing, externalities, and innovative financing mechanisms.

e The inttiative could accelerate the deployment of clean energy projects and the appropriate
transfer of related technologies by identifying project opportunities and leveraging private and
other sources of capital. It could also set the stage for broader cooperation on global
environmental issues.

Implementation

e The U.S. and Chinese governments should each take steps to support implementation of this
initiative, which is confirmed by the summit of President William J. Clinton and President Jiang
Zemin as an outgrowth of the U.S.-China Forum on Environment and Development.

e The implementation will be led by the Department of Energy -- in conjunction with the Office
of Science and Technology Policy and the Department of Commerce -- for the U.S., and the
State Planning Commission -- in conjunction with the State Science and Technology
Commission and the National Environmental Protection Agency -- for China, in consultation
with all relevant agencies of the two governments participating in the U.S.-China Forum on
Environment and Development.

e  Within the framework of the initiative, representatives of the U.S. and Chinese governments
should conduct concrete discussions on cooperative efforts, sign relevant agreements, and report

annually to the leaders of their respective governments on progress in implementation.

Signed at Washington, D.C., this twenty-ninth day of October, 1997, in the English and
Chinese languages.

FOR THE GOVERNMENT OF FOR THE GOVERNMENT OF
THE UNITED STATES OF AMERICA: THE PEOPLE’S REPUBLIC OF CHINA:
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