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Peggy Blumenthal: Hi, I'm Peggy Blumenthal, Executive Vice Presid@iftthe Institute of
International Education (IIE). I'm delighted to Mveme you all. Today it seems like things are
settling down a little bit and we’re very glad thatu were able to come here. The Institute of
International Education has collaborated with them&n’s Foreign Policy Group for many
sessions and we're always delighted to have yoe ineNew York. There are always wonderful
speakers and the participants in the room are lyseglially knowledgeable about many of these
topics, so I'm sure we’ll have a lively discussion.

Let me just say a few words to those of you whandoknow IIE. We are a private, not-for-
profit organization. We've been around for aim@8tyears. We're going to celebrate ouf"90
anniversary in two years. We run the Fulbrightgam for the U.S. Government. Some of the
alumni of that program and other programs that vemage are around the room. We have a
great interest in environmental issues. We've rgadaa number of programs for USAID that
deal with environmental issues. I'm particulartyilled that our speaker today is from AIG
because we have a very long relationship with ABBenda Young, a member of our staff, has
been working on a program that provides scholassfop children of AIG employees to study
anywhere in the world. This program has been gomdor 30 years. This coming September,
we’re going to be honoring the President of AIG,rffeSullivan, for his corporate leadership
and for AlG’s good citizenship. Now let me turroiter to Pat who will introduce the speaker.

Patricia Ellis: Thank you for your hospitality once again. We\adhan ongoing partnership;
the collaboration has been wonderful. We've hachymaxciting programs here on many
different international issues, including prograwith authors, a series on Islam, and of course
we always do many programs on the United Natiod®est recently we had a UN Study Visit.
We had a wonderful set of briefings with UN offisiaand many of them also come to our
programs. Today we have the Namibian Ambassadiret®N joining us, as well as others here
from the UN. We have some diplomats, one is thesdbGeneral of Austria. We have someone
from the Russian Mission to the UN and if I've nedssomeone, please forgive me — | wasn't up
there at check in. I'm very excited about our pamg today. | would like to welcome all of our
members and friends. At every event we always Imewe people and we would also like to
extend a warm welcome to our colleagues from thermational Institute of Education.



| am President of the Women’s Foreign Policy Groufye promote women’s leadership and
women’s voices on pressing international issugb@tlay, such as climate change. Our program
today will be the last program in New York for ttkemmer, but we’ll be starting up again in the
fall with some terrific programs we’re working oritivwomen authors and leaders, so stand by.
| would like to encourage you to go to our new wibslt's very user-friendly and you can get
all types of information on our programs and mersbhigr. We also have something interesting —
a new guide to women leaders around the world. &Xuiting news is that there are more and
more of them. Women diplomats are serving in difedént capacities, including as foreign
ministers, etc.

We're really excited about our program today. @lienchange is definitely a hot topic issue of
the day. It seems to have engaged major capitedJN and the public. It wasn’t so long ago
that this wasn't the case. Our speaker, who has ®rking on climate change for many years,
can vouch for that because she’s been working bardhis issue and working hard to get
attention for it. Now she is going to share the egtipe she has gained as a result of having
worked on this for so long. She’ll give us thegpesctive from the scientific point of view. Alice
is the Director of Environment and Climate Changdhie Corporate Affairs division of AlG.
She is an economist; she was Vice President ofaghicClimate Exchange. She’s been a
consultant for the Environmental Protection Ageaoyl for various countries, such as Australia
and UN agencies. She speaks all over the counthyat over the world. | know she’s going to
be speaking in China in October. We're really|lydacky to have her.

| chose the generic topic “The Myths and RealitiE€limate Change” because there are so many
guestions and so much recent news. As a formengdist, | was checking the wire stories and
there are many stories every day from all partdhefworld, about things going on domestically,
about the appointment of envoys for climate chaageut meetings going to be held at the UN,
and about regional meetings. | mean, there’ssoshuch on a daily basis. So | think this will be
just the beginning of a conversation that we hapleatve on this issue from various perspectives.
We're extremely lucky to have Alice LeBlanc herghwis. | would like to thank her for coming
and thank you all for coming and ask you to helpimeelcoming Alice LeBlanc. (Applause).

Alice LeBlanc: I'm very happy to be here. This is a very diffargype of audience for me. |
probably give a talk once a week at least, butliysiis to risk managers — those are people who
handle insurance accounts at large corporatiorsswedl as to insurance brokers, re-insurers and
so on. This group however is more interested énitkernational aspects of this issue. It's a very
interesting and different audience for me.

Since Patricia gave me the topic of “Myths and Real” I'm going to start by talking about
what | think are two realities of climate changel &men I’'m going to go into a modified version
of a presentation that | normally give called “Clita Change A-Z.” I'll start with some of the
science and some of the basics about where theiemgsare coming from and what needs to be
done to reduce them and then we’ll talk about ti¢ Eramework Convention on Climate
Change, which many of you may already know about also about the European Union
Emissions Trading System. We'll talk about whatng on in the U.S. where a lot is going on
now. There’s finally been a sea-change | believiaé political viewpoint of this in the U.S. Tl
end with a couple of topics that | think are vamportant, and those are the role of forests and
agriculture in solving the problem and the threg dwuntries that really matter: the U.S., China,
and India, and also | would add Brazil and Indoadsi that list because of their deforestation.
Finally, I'll talk about what's going to happen p&012. That may be a topic for discussion.



There are two realities that | would start with.y Mompany is AIG, a large, global financial
insurance and investment company that operatdsoutd 30 companies and we have about $115
billion in revenues. We're a very large, very bigyporation. A little over a year ago we came
out with a corporate position on climate changehe Teality is that there is an overwhelming
scientific consensus that climate change is réalt it’'s happening now, and that it is highly
likely that it is caused by human activities, suah the burning of fossil fuels and tropical
deforestation. Secondly, this is an overarchingrenmental problem. It's probably the biggest
and most serious environmental problem that mankiasl ever faced. There are potentially
going to be very serious consequences if we dansaimething to reduce human anthropogenic
greenhouse gas emissions.

I’'m going to start with the very basics: what Istzal warming? It's an increase in the earth’s
temperature caused by high levels of heat-trapgirgnhouse gases. It leads to other changes in
the earth’s climate system. Heat-trapping grees@a@ases occur naturally. The largest one is
actually water vapor. The second is carbon digxighkich trees breathe in. A lot of the
emissions are natural and have been in balanceltorg time. But over the past 430,000 years —
we know this from ice core samples — the level &@,C(which is the main anthropogenic
greenhouse gas) has varied from 180 to 280 partsitl®on. But since the late 1800’s this has
increased to 380 parts per million, with the magtid increase occurring in the last few decades
and the highest rate of increase occurring ovep#st ten years. So we’ve gone from 180 to 280
and now we're up to 380 and it's going up very dapi

So why are they increasing? Mainly as | mentiobetbre, due to the burning of fossil fuels,
coal, oil and gas, which are the basis of our eosgnand the global economy. Another big
factor is tropical deforestation. Those are redhg two main sources of anthropogenic
emissions. The first greatest greenhouse gasl®mealioxide. The second is methane, which
comes from tropical deforestation, landfills, frofossil fuel production and from certain
agricultural activities. After that it's nitrousxiole, which is also primarily an agricultural
fertilizer and also comes from some industrial clvaimprocesses. And then there are some
specialty chemicals. Once they're in the atmosphtitey stay there for a long time. So the
emissions have grown rapidly since about 1850, esukecially since 1950. There's just a
tremendous increase in the emissions of fossikfbekning in the U.S. and in the world. For
example, in 1950 it looked like there was aboutlab tons of carbon going up and today we're
approaching about eight billion tons, so that's hmuch we’ve grown since 1850.

Tropical deforestation accounts for more than 20®global CQ emissions and this mainly
comes from Brazil and Indonesia. This is aboutash as the U.S. emits and this is something
that | don't feel has been recognized enough. Baduthose emissions will produce many
environmental benefits: water-related benefitssiemm habitat protection, biodiversity. Global
greenhouse gas emissions now are at approximagelpildon tons. All of the gases are
converted to a Cfequivalent. By 2050 with business as usual, thpeebed amount will be
about 70 billion tons of C&equivalent. So the world is not slowing down thassions that are
causing the problem on its own.

Just to give you some idea of where these emisgiong from, in the U.S., a third of the
emissions come from the generation of electric paamel the burning of coal. Coal is the most
intensive fossil fuel in terms of greenhouse gasebas more Cgper unit of energy than oil and
natural gas. It's coal, oil, then gas in termsthed intensity of emissions. The transportation
sector is about 28% of U.S. emissions; this incduale@tomobiles, airplanes, shipping. Industrial
stationary sources such as steel and cement are 1Bbis is followed by residential and
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commercial sources, such as home heating oil angtatagas in homes and buildings which
accounts for 12%. Agriculture is about 7%. Beftirere was a scientific consensus about this
issue, AIG based its knowledge on the findings hed tntergovernmental Panel of Climate
Change, which was established by the UN and Wortdrdlogical Organization back in the
1980’s. Every five years they come out with a repad think a couple thousand scientists from
over a hundred nations contribute to it. They l@bkpractically every peer-reviewed journal
article that has been published in the world arey ttomb through them and come up with a
scientific consensus. The last one came out #aidyyear and in my opinion it absolutely nailed
the science. It's one of the factors that hasuerited the change in the United States because it
said climate change is unequivocal, that climatenge is happening and that it's highly likely
that it's caused by human activities. The othgnsent we looked at was the joint statement by
the eleven leading national academies of sciendaanworld, including the U.S., China, UK,
France, ltaly, India and Brazil. This statememmrts the findings of the IPCC and urges all
nations to take immediate actions to try to redbeehuman-induced greenhouse gas emissions.

So under business as usual, this level that | mead before — the parts per million of €@ the
atmosphere thats now up to 380 — is expected spb®where between 550 and 950 by the end
of this century. Now the scientific consensus se@rbe that somewhere around 450 to 500 is
absolutely the maximum that we can have withoutyrelre consequences. So we're at 380, you
don’t want to go above 450 and with business aalwse’'ll be somewhere between 550 and 950
by the end of the century. | think you can sed tha window for action is pretty small. For
example, over the last century the sea surfacegmanpe increased by | think about one degree
Fahrenheit. It's expected to rise by about seveyreks Fahrenheit over this century. The sea
level rose between four and eight inches overdkedentury and this century. It's expected to
rise by about fourteen inches and that's withoatrtielting of the West Antarctic and large parts
of the Greenland ice Sheets. If those ice sheets the sea level could go up by about seven
meters. The reason is that some ice floats ikesan ice cube in a glass. If it melts it doésn’
really raise the level of the water in the glagdot of the ice that has been melting is the filogt

ice in the Arctic, but the ice in Greenland and ¥est Antarctic ice sheets are essentially on a
land base. If they melt, it's essentially like oug a new ice cube in the glass because they will
go into the ocean and significantly raise the seall

We're now seeing the impacts of global warmingndntioned the land surface temperature has
gone up a little over one degree Fahrenheit idbecentury and it is expected to go up seven
degrees Fahrenheit this century. And the sea ftegel | also already mentioned, by four to eight
inches in the last century and is expected to liis@bout fourteen inches in the next century.
Another impact is ocean acidification because ttean absorbs the GO This is very bad for
marine life. The widespread retreat of mountamcigrs, and this is in the Al Gore movie, is
occurring rapidly. If you live in Austria- the Adp or Nepal you can see it. There’s also a decline
in snow cover, and all of this has a big impactater supply. | just overheard a conversation
the other day about the Three Gorges Dam, whichvgoall heard of, in China. They were
saying that within just a few years there may neteémough water in the Yangtze River to
generate electric power from that dam. There aoeight conditions in China that are being
attributed to climate change, and even in the wegtart of the U.S., so it's very serious. The
water supply in the western U.S. is expected ttdmvily impacted. There’s also a decline in
arctic sea ice. There’s been less arctic searnce she 1970’s, and it's predicted that polar bear
will be extinct within a few decades. We're expegtmore heat waves, like the ones in Europe a
few years ago. There’s melting of the permafrostiad the arctic, that's documented. There are
billions of tons of peat and methane, which equétes lot of greenhouse gases when it comes
up, and it's starting to come up as the permafmusts. That's a feedback mechanism that will
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only accelerate the problem. So we expect to see wildfire, drought, northward moving
diseases vectors, and ecosystem damage. So artiwgag, not really a good picture.

In response to that, the UN Framework Convention Glimate Change established an

international governmental framework for coopematim the issue. In 1996 the Kyoto Protocol
came out of that convention and in 2005 it enténénl force, meaning that enough countries had
ratified it that it entered into force. It's beeatified, or accepted, by 149 nations, and all
developed countries except the U.S. and Australiee matified it. Under the Kyoto Protocol, the

developed countries commit to a quantified greesbogas emission reduction over the time
period 2008-2012 so it really starts next year.e Térget for all of the developed countries is
about 5% below 1990 levels but it's differentiategd country. The European Union’s target |

believe is 8% below, but it varies from countrycmuntry. They've announced an additional a
goal of 20% reduction by 2020 below 1990 levels @ddo 80% by 2050. That's only 43 years
away and that's a huge reduction if you think abibgt emission coming from all the burning

fossil fuel which is prevalent throughout the ecmyo

One of the interesting parts of the Kyoto Protosokomething called international emissions
trading. This is actually modeled on a progranthi@ United States, the sulfur dioxide O
trading program which exists among the coal-fired/@r plans in the United States. The concept
is that each country that has a quantitative tagges an allowance, they are actually called
Assigned Amount Units. They are given to each tgunFrance would get so many, Russia
would get so many, Japan would get so many. Tapsesent the commitment that the country
has made under the Kyoto Protocol. Each countsytbanonitor its emissions so at the end of
the period they have what they have actually eohitied the number of allowances equal to their
target. They have to give back allowances equalhat their actually emissions are. So if their
emissions are below the allowances they get théglle allowances left over. They can sell
those. If France is below its target it can dsllexcess to Germany, which is maybe above its
target. That way the overall cap is met and ipenages the country to reduce more at less cost.
So we meet the overall cap in the most effectiveg.wa

In addition to the allowances in this system, dsedan be generated from projects in developing
countries. There is a very rigorous UN processcfatifying and ratifying the projects as to
create the credits which can then be introducea tim¢ trading system. That's called the Clean
Development Mechanism, and personally | think tregeeproblems with it and problems with the
whole concept. But | also think that in some ways & temporary measure until developing
countries can be brought in more fully to the syste

Now in addition to the International Emissions Tinagl the European Union has set something
up called the European Union Emissions Tradinge3y{iEU ETS). It gets sort of complicated
but it's a parallel system that they're settingtaphelp the countries in Europe implement their
national targets under the Framework ConventioiClimate Change. Within the EU ETS, the
allowances essentially go down to the level of lig emitters, such as electric utilities and
industrial stationary sources. They have targaisit goes from the national level to the big
emitters and they can trade and also invest ireptgjin India, China or Namibia and gain credits
to meet their compliance obligations. So there avaflot system in the EU ETS that was set up
as a trial run for what's going to start next yeard that's been going on since 2005. Now out of
that has come an emerging global carbon marketnyNdaople have said that these allowances
and credits that are being traded are one day doirge the biggest commodity market in the
world. Last year the value of carbon trading wae Billion. It's anticipated to be $150 billion
by 2012 — that's a forecast by Deutsche Bank. #hadls not considering that the U.S. may come
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in, in which case it will be much more. | heardnemne from Barclays quoted as saying it's

probably going to be a trillion dollar market withihe next ten years. So it's going to be a huge
deal. Right now there are four exchanges withen Buropean Union — electric, clearinghouse
functions that trade these allowances and creditgere are billions of dollars invested in carbon

funds, which means investors putting money intodfunio generate projects in developing

countries.

Now, what's happening in the U.S. | think therallyehas been a sea change as | said before. |
think the IPCC report had something to do withlithink the legislation of the state of California
passed has something to do with it. Californier®mmy is like the eighth largest economy in
the world and they now have a cap on greenhousemgasions which will go down to 60% to
80% below.. let’s see, it's either 1990 or 2000 levels byykar 2050. So they are very much in
line with what the Europeans are doing in termghefr goals for reducing emissions in the state
of California. Now when a state that big does dhing like that, the federal government is
going to pay attention. There’s also a regionaleghouse gas initiative in the Northeast. It's
now up to nine or ten or more states, including Néwk. It also is putting in a cap and trade
system on the electric power sector in those stafHsere are several other states, like New
Jersey, New Hampshire, Massachusetts, and | befigegon, that have also enacted caps on
greenhouse gas emissions. This piecemeal actgirsjonply isn’t going to work in the U.S.
because of interstate commerce and other thirtgscléar that the federal government must step
in and do something. Another factor, | think,hie thange in Congress with the new Democratic
control of Congress. If you put it all togetheeth are now eight, maybe more, proposed bills
and legislation before both the House and Senatagogreenhouse gas emissions in the United
States and to establish an emissions trading sytstelm that.

AIG joined a group called USCAP, United States @lienAction Partnership, which consists of
31 members. It's 23 or 24 of the largest corponst in the United States. It includes
ConocoPhillips, BP, Shell, Duke Energy, Florida Rowand Light, AlG, DuPont, Alcoa,
Siemens, GE, GM — all the big three automakers. rdially serious-huge U.S. corporations-and
it's a coalition to make a legislative proposaltthe’re working on jointly. We're feeding it on

to all these congressmen and to Congress to sayistthe voice of U.S. industry and this is what
we want to see in terms of legislation.” Theresommitment and the targets are already set. If
the targets go down to 60% to 80% below by 2058t'4fa consensus that’'s already been reached
as an economy-wide target by this group of U.Sustry. That, to me, is very big stuff. It means
the U.S. is really getting geared up to jump itig.t Do you have a question?

Question: Yes, that 60% to 80% below — is that below 199@I&¥

Ms. LeBlanc: I'm not sure if it's 1990 in the USCAP, it may b8dD. It's essentially a huge
drop. You can go on the website, it's uscap.ongl, get the exact number. It's on the same level
of magnitude as what's happening in Europe and@aia.

Question: Is this a change for the corporate world? Therel®een the perception that a lot of
the opposition to certain of the Kyoto proposalsreveoming from certain segments of the
corporate world.

Ms. LeBlanc: The coal industry is the last holdout, although B®ds about to accept a coal

company as a member, which is something. Theytibtnpanies now understand that regulation
is going to happen, that it's a reality. So theantto be at the table to help shape it and gét the
viewpoint in. The fact is that we have four largéities and | think we are going to let three or
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four in. Companies are knocking at the door of B8C The membership has been limited to 35
until the group can make a decision as to wheth@obto admit more members because it gets
unwieldy to reach a consensus.

Other than that, | had mentioned issues beforel thatught there would be a discussion on. One
is forest because there are movements afoot. TisereCoalition of Rainforest Nations-1 think
they are called-that have actually petitioned tiNett let them come in under the Kyoto Protocol
and take some sort of national limit on their defvation emissions, and then to commit to
reducing or holding constant those emissions. hdfytdo better than that they could generate
credits which they could sell. In my mind this Webilbe a tremendous thing because it would
create a real financial incentive to protect faestd to make a huge contribution to solving the
problem of climate change.

The really big issues are the U.S., China, andalndChina by some accounts has already
overtaken the U.S. in greenhouse gas emissiongtaidlg it's projected to do so next year if it
hasn't already done so. Somehow China must beghtda the table with the U.S. and India, the
other country that has the potential to have exptogrowth. Both China and India have huge
coal deposits so they are going to be fueling tipeiwth with burning coal.

Patricia Ellis: Thank you so much. | was interested in the witplestion of coordination.
There seem to be so many groups and players itddrege have international, we have regional,
we have national, we have corporations. Who andrevishould things be coordinated? What
kind of partnerships are really essential and vehatrking now? Also, who is really leading the
fight against climate change? You mentioned Eummpeimber of times and | am wondering if
you could talk about their efforts. And lastly vhdo we deal with countries like China? | don't
know if you have the answer, but it's not just Ghifi's anywhere where economic growth is the
priority and there is an awareness but it may lvd tadeal with. One last thing, cost. What kind
of costs are there going to be?

Ms. LeBlanc: The big question is how do we get China and Indigeally come in and make
some kind of commitment. The Chinese certainlyogeize that this is a problem. They just
recently announced a climate change plan where tiiady intensity targets, meaning that they
would reduce C@per unit of output, or COper GDP. So, reduce the intensity of their GDP
output. If they continue to grow so rapidly thatist going to necessarily solve the problem.
They see the effect of climate change on agricgillready occurring and they are very, very
concerned about it. If you saw the Al Gore mowe paw the flooding in Bejing and Shanghai
and the water supply issues. So it's in every®itgerest to solve the problem.

Patricia Ellis: It's not only China either, there are many cowasri

Ms. LeBlanc: In terms of cost, my background is really in esigias trading. | helped set up the
SO, program in the U.S. The thing about emissionditiais that it's worked beautifully, and
the U.S. S@system is a much simpler system. It's worked bkadly in that there has never
been an incidence of noncompliance in that prograhmch started in 1995. There have been
virtually no lawsuits which is unheard of in majdrS. environmental regulation. It has really
driven the lowest cost solution. So in terms aftaéts hard to say what the costs are going to be.
The experience of the $@ that whatever you think the costs are goindpeo this economic
mechanism provides financial incentives for compand find the least cost way to do this. It's a
tremendous driver in reducing cost. So | am patpoptimistic about technology, that we will
find something, and that if there is a financialer to find it it's going to be found more quickly
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Patricia Ellis: What about this issue of coordination, what islieet way to proceed from your
vantage point, with all the different players?

Ms. LeBlanc: 1 think we will see legislation coming out of the3J, probably in about three
years. Ultimately | think that each country is #ity that really has the enforcement power. So
the coordination of the federal regulation in th& Uwill automatically bring the companies and
the NGO’s under its umbrellas. Even if the U.Sraleps its own emissions trading system it is
going to reach out to the EU trading system andetiell be a linkage that will occur. What
happens post 2012? That's what | was hoping to fnem this group about. | know there are
efforts underway to coordinate negotiations andudisions.

Question: If the goal is to spread the knowledge about atenchange, one of the most
challenging points is to reach out to the masdegral areas do not even know what things are
critical so they, themselves, can be responsilielitical leaders, environmentalists, non-profit
organizations are trying to work together to img@ertain aspects of the environment that they
are aware of, but it still has not reached the emssthe rural areas, the villages. What would be
the best way to reach out to these people in theldging nations that are still fighting poverty
and education and literacy?

Ms. LeBlanc: This is one of the reasons that | brought up fomest agriculture as what | see as
really important areas to include in the climatarae solution. Improved agricultural techniques
can enhance soil productivity and absorb carbdharsoil, for example. It's both mitigation and
adaptation. There is an example of a project fhat in northwestern China that the group
Environmental Defense has been working on with sofitbe poorest farmers and poorest people
in China. They got some corporate money to ir@teseries of projects that they have developed
and they are trying to sell the carbon credits frii@se projects. It includes changing tillage
practices. This is a region that is being affedigddrought that is attributed to climate change.
One is agro-forestry, which is planting trees iae thops which can enrich the soil and help with
erosion. Another is a tillage practice-low-till no-till-because carbon is released when soil is
tiled. Another is collecting the methane from thaimal waste and using it to generate
electricity. The third is something called driggation. These are very simple, low-cost ways to
reduce greenhouse gas emissions and they are toymqaantify that and sell the credits and at the
same time adapt because it's making the soil moydygative in the face of drought conditions.
That's a way in which the regulations that governteémpose to force reductions in emissions
can create value, can help alleviate poverty armmtarre agricultural productivity.

Question: I've covered a lot of the major conferences tha tN held in the 1990’s when
climate change was a major question. In 1994eatmall Islands Development Conference, the
private sector group that had the most visibilitgsithe insurance industry. People came from
many parts of the world. Those people were wareiwan then and backing up the small islands
countries about sea level rising specifically atsb @bout general climate change, and they did
point out that there were some of countries thatdit get any insurance whatsoever. How is
your company and other large companies helpingve imcentives for action to be taken that
will help to mitigate this climate change or hel emissions? Do you have policies that reward
those who may be working hard and actually shamsglts?

Ms. LeBlanc: This is the other part of the speech that | left isuwhat we are doing as a

corporation. The focus of what we are doing idrjoto help our customers (our customers
include all of the major energy companies, coal ganies and really globally, a lot of refineries)
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reduce greenhouse gas emissions through our caieelsges activities. Our core business
activity is insurance. So we can insure renewahkrgy technologies which helps deploy them,
it helps get them going. So that is one of tlmadts of what we are doing, new practices within
our Global Marine and Energy Group to a new practialled Alternative Energy Practice which
is a big marketing campaign to provide insurancthéotechnologies that are going to be needed
to solve the problem. We have our global investnggoup which manages about 700 billion
dollars in assets, so they are allocating new teieguity to these technologies and to sustainable
agriculture and forestry and to the activities thieg going to be needed on a large scale to solve
the problem. And then we have financial productsiclv develop sophisticated derivative
products, which is exactly what the emerging carbvamket needs to facilitate the transactions.
So as a corporation, that has really been thettbfushat we are doing. We also have an active
microfinance group within AIG. We are really onketloe leaders in that, and we are starting to
explore ways that that might be able to tie intmate change.

Question: A follow up, are you alone in the industry?

Ms. LeBlanc: We've definitely been the leader in the U.S. beseano other U.S. insurance

company has come out with anything like this kifigooblic policy. Marsh, which is a broker,

has. | know that some other U.S. companies amingfato think about it. The European

insurance companies have been doing this for atiomg which I think is in a large part related
to the political climate in Europe where they'vgred onto Kyoto and have the regulations
already in place through the EU trading system.

Question: | don't thoroughly understand this carbon emigsitrading system, but it just seems
that selling carbon emission credits to someone hdmn’t met their emissions cap would just
run counter purpose to what we are trying to a@iethich is lower carbon emissions. So I'm
not understanding that and I'm wondering if ther@at another financial incentive.

Ms. LeBlanc: As | said | think that the SOsystem in the U.S. is a large scale example that's
been very successful. There are a couple of ai momditions you need. One is that what's
important is the total loading into the atmosphafr¢he pollutant that you are trying to control.
So it's not whether it comes from this source @t thource, it's the total amount that goes up.
For greenhouse gases by and large that's truelodsn’t matter where the G@omes from,
doesn’t matter if it's concentrated in one spote Tdtea is that the government sets the cap on the
total loading. How that gets distributed among podluting sources really doesn’t matter so
much. It's that the total cap is protected.

In fact, what emissions trading does is it createmlue for the reductions, a specified financial
value that the market determines. Whenever tteegevalue for anything people watch it very
carefully, they monitor it very carefully. So ittaally fits in, it actually helps reach that cap
because anyone that's reducing wants to make katetheir reductions get counted, and they
also want to make sure that the factory next tontlen’'t cheating. So it really encourages a
rigorous monitoring system, which is what you hwvéave.

Question: I'm curious to know if you are aware of any of tti@logue that might be happening
more recently about whether countries-the U.S.airntiqular-really have any right to go to China
and India, as similar large polluting countriest ladnich have had less of a leg up in getting
farther along in their development. Is there agryse that somehow it's just not morally right to
ask China and India to give up something that ewatingr developing country had access to for
years? And do you know how that might be addressethat China and India won't feel as
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though they are getting a disadvantage to theofdke developing world?

Question: There has been a lot of criticism about the tradiygfjem especially with reference to
the 90's. For example, Russia had a very goodttieat. Their allowance was very big so they
could meet it very easily. So the others couldlyaseet their cap by buying Russia’s leftovers.
There was a lot of criticism, so how do you feebwbthis? A second criticism was after the
European Summit on Climate Change, there was amawpfrom a Danish professor who said
that the cost would be huge to achieve what Euvegrgted to achieve and so that in the end they
wouldn’t be able to meet the goals they set.

Ms. LeBlanc: One way of looking at it is that the pollution plems that are resulting in China,
even if you take global warming away, they're hodeus. You can't breathe, | was in Hong
Kong last year and | couldn’t breathe. | walkedtunnels, five minutes in the air and | was
wheezing. Every day in the paper there was dlimeaabout 700 villagers killed from toxic
waste. Eighty percent of the rivers in China areoglluted that the water isn't fit for industrial
use. Whatever they're doing, if we did it was atake when we did it and it's a mistake when
they are doing it. | think this is the right thifigr China to be doing. So the issue is how do we
get them engaged, if they come into the tradingesysvhere do you set a cap? That's a political
process to determine what is their target. It'sthgught that the trading system itself will drive
the lowest cost. That's what you want, to solve pihoblem in the least cost way. So if you can
bring China in, the target setting is differentifr@ngaging them. In the end they know it's to
everyone’s benefit to solve the problem. The wagd it, we want to get China in here because
the whole world needs to solve this problem. Weehto figure out a way to do it. | think
trading has some advantages, and we want to ddlieileast costly way. If we can do it in the
least costly way it costs China less, it costs yuae less. So | don't know what to say about
that, but it's critical, it's necessary to solvastiproblem. | don’t think we should be paying
China to pollute.

The Russian hot air issue, that’s a target allonatisue, it's a political issue. Russia cut thedl

for themselves. Whether or not you have tradihgountries have targets they are going to have
to set the targets somehow, so | don’t see thatteeding issue. If you don’t have trading then
each country makes their target, and each couasytdimeet their target. You are going to have
the same overall emissions with or without tradinigie problem is in the target setting. You
have that problem with or without trading. It'strthe trading mechanism’s problem, it's the
target setting. If you read the Stern Report, ycave a different opinion. He is to me an
outlier, an endangered species, the client skeptidhink he is an outlier in terms of his
viewpoint. You can find other examples of econagiblat say the opposite.

H.E. Kaire Mbuende, Ambassador of Namibia to the Wited Nations: Thank you for a very
interesting presentation. I've made it a pointattend almost every presentation on climate
change. | was struck by the follow up on the goasbf China and India because it's not a
guestion of China and India. The impact of greelseogas emissions and climate change is
relevant to everyone.

Especially for us non-emitters, we get drought wedgforestation—I| was at a meeting similar to
this one where there was the argument that Chiddratha need to develop, but also where the
Indian representative said normally if someonewlsrpoison in your garden he has to pay for it.
For me, whether that poison comes from the rich orahe poor man it doesn’t matter. Whether
it comes from China or the U.S. it's still poisenmy garden. That's really where we are coming
from. We need a commitment from the Chinese, ftoenindians, from everybody to protect the
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environment and climate because it's really a ctile responsibility. If we don't the
consequences will be too drastic to contemplajgeally for those of us who don't participate
in emission but who are on the receiving end ofcitiesequences of that.

Coming to the question that you raise about coatdin. We believe that as much as national
initiatives are important and national commitmeiniiss must be a truly multilateral agreement.
We all have to agree. The agreement on levelsni$stons shouldn't be a pact among the
culprits. The victims should also be party to thathat's really where we are coming from on
the negotiating table. That's why we disagree wlith attempt to reach an agreement between
the G8 and the major emitters. But not take impant the situation in Africa and all those who
are suffering from the actions, they have to bé plthe negotiations also.

See what is the level that we can absorb. It'senquestion of what can Europe afford, or the
U.S. afford to emit. You can talk about the ecoiwsof it, if it's affordable. But as it's
happening, you can see the impact on the other didee had time, one could talk about the
consequences of this. | come from a country ifgh hltitude in Africa, not tropical. Therefore
it's cool, but it has started to get warm. We melvad different kinds of mosquitoes, we are
getting them now. Malaria is a new disease in plaat, we are getting malaria now. So you can
go on from one sector to another to see just tipaatnof that, the drought, and so on. That's why
we are keenly following these discussions wheréwey are taking place. Above all, with a view
to have a truly multilateral agreement especiatijne 2012 the renegotiation of Kyoto Protocol.
So that’s really what we are aiming at.

Patricia Ellis: What are your expectations of the meeting duthmgy UN General Assembly
session on climate change?

Ambassador Mbuende: There is one now, and there will be one in Septembast of all, it's
really to raise political awareness. Initially, ysu said, there was a dispute whether climate
change was real and what were the contributingfactl think there is now scientific consensus.
As far as we are concerned there is scientific @osiss. Of course there will be people who have
different views. Human activity contributes mooegiobal warming than climate variability that
is taking place with its own cost and the combimatof the two. But human activity plays a
major role. |think there is a consensus.

| was talking to the special advisor of the Secyeeneral on Climate Change. When Secretary
Ban Ki-Moon played a courtesy call on PresidentBbs included the item of climate change.
They thought it was offensive that he wanted t@uBs that. This was six months ago. Now
President Bush wants to discuss climate change. th8olandscape has changed, and the
awareness. In the last six months so much haggedaabout climate change. Everybody wants
to talk about it now, everybody is aware of it. effinustration is — what is it that we can do? Of
course, there is the moral part where we say a@undiyidual has a responsibility in terms of what
you do and so forth. But there is also the brogdeernance issue, broader agreements in terms
of commitments. Then the private sector comingwith the various incentives such as the
carbon trade and so forth. These are all, | thilfiferent issues. As much as we would like to
set certain targets we have to be realistic algerims of what is achievable and what we can do.
That's why the incentives such as carbon tradirg: gan think whatever you want about it-
becomes important.

What is also interesting is a new movement in tesfmeew alternative sources of energy. That is
now the new business actually. The projectionhat tit will be a trillion dollar business.
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Therefore, it will outplay the importance of tradital sources of energy such as oil and coal and
so forth. That's what the landscape is.

Our interest is really to get an agreement thatlires everybody. For us it's not a national issue,
it's a global issue. The gas emitted in the UiSChina or whatever will have an impact on the
small islands, that might disappear completely ftbenface of the world. It will have an impact

on Africa. Therefore, it's really a collective pemsibility.

Question: Just out of curiosity, this 450 ppm, do you havether idea in terms of what-- you
know that’s what I've always heard what the scintsay is the level that we can’t surpass.

Ambassador Mbuende: Right. | think that is really the level that thegly we can't surpass.
The question is, can we reduce sufficiently totgete? That is really the question.

LeBlanc: That's my concern too. Can we do it quickly enctigh
Ambassador Mbuende We are looking at 2050. It may sound far bgtanly 20, 30 years.

Patricia Ellis: Just to bring this full circle back-- thank yoursaich for your contribution, that's
very helpful. | imagine that you will continualbet the question of what we, as individuals, can
do. We talked about the multilateral, the natideakl. You talked about how different states
have laws, but even in this country recycling isnandatory, it's voluntary in many places. I'm
wondering what your thoughts are about when thigiag to change and how?

Ms. LeBlanc: One of the things that USCAP is looking at is notydhe legislation that would
hit the big emitters but also supplementary legimhathat might impose standards on buildings to
be more energy efficient and café standards, ththgs would force the vehicles to reduce
emissions. | think that as this continues to lthémd as legislation gets more real there aré a lo
of things individuals can do: change your light Haulto compact florescent light bulbs. If
everyone did that, it's like a 20% reduction or stinng, it's huge. It's simple things you know:
carpool, walk, ride a bike, take public transpaotat don’t buy SUV’s, unplug things. Some of
the environmental groups have excellent websitesreviiou can go and see all of the things that
you can do. Environmental Defense, you know | usedork there so | kind of favor them, but
many of them have those websites.

Patricia Ellis:

This has been really wonderful chance to learntahal become more aware and have a good
interchange. We will definitely continue the diglee. Thank you so much.
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