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THE PARIS CLIMATE AGREEMENT 

Overview 
• What has happened? 

o The 195 Parties to the UN Framework Convention on Climate Change have 
agreed by consensus the Paris Agreement, accompanied by a more detailed 
decision under the UNFCCC on implementing and fleshing it out.  The 
Agreement deals with emissions reductions, finance, transparency, markets 
and many other subjects. 
 

• When does the Agreement come into effect? 
o While the more detailed Decision is approved forthwith, and the Agreement 

has been approved by the Ministers representing each Party, the Agreement 
will not take effect until 30 days after it has been formally ratified, accepted, 
approved or acceded to by at least 55 Parties, representing at least 55% of 
global emissions. 

o The Agreement will be open for signature from April 2016 to April 2017. 
o The Agreement has been structured in a way that should allow the United 

States to agree it without triggering the requirement for a vote of approval by 
2/3rds of the Senate. 

o Given strong support at Paris, it appears likely the Agreement will receive 
sufficient formal approval to take effect.  This could happen as early as 2017.  
However, note that the Kyoto Protocol was also agreed at a Conference of 
the Parties in 1997 – and did not receive sufficient formal ratification to come 
into force until 2005. 

 
• How does it affect Australia? 

o Australia has made a commitment – a Nationally Determined Contribution 
(NDC) to reduce its emissions to 26-28% below 2005 levels by 2030. This will 
be deposited under the Paris Agreement, but the target itself is not 
enforceable. There is a requirement that we keep updating our target to 
increase ambition, with no backsliding.  All countries will be asked to update 
their commitments every five years, potentially starting in 2020, but may 
voluntarily do so at any time. 

o Australia is also part of a broader developed country commitment in the 
Agreement and associated decision to provide climate finance – from a 
variety of sources, public and private – of US$100 billion per year by 2020, 
and a level at least that high (but to be determined later) beyond 2020. 

o Transparency provisions applicable to all (with some flexibility for developing 
countries who lack capacity) will require similar levels of reporting and 
accounting to those Australia already applies. 

 
• How does it affect industry? 

o Industry acquires no new burdens – the Government had already committed 
to the target and the Agreement does not prescribe domestic policy. 

o Industry does benefit from the market provisions of the agreement, which 
allow nations to exchange abatement outcomes – ie to trade emissions 
offsets, credits and units.  If the Australian Government decides to make use 
of this, industry will legally and practically have access to lower-cost 
abatement options. 

  
 

http://unfccc.int/essential_background/convention/items/6036.php
http://unfccc.int/resource/docs/2015/cop21/eng/l09r01.pdf
http://www4.unfccc.int/submissions/INDC/Published%20Documents/Australia/1/Australias%20Intended%20Nationally%20Determined%20Contribution%20to%20a%20new%20Climate%20Change%20Agreement%20-%20August%202015.pdf


THE PARIS CLIMATE AGREEMENT 

o The national commitments made by more than 180 countries in the leadup to 
Paris will be commercially significant for many product markets and 
industries.  They will tend to reduce prices and volumes for emissions-
intensive products, particularly fossil fuels – though advances in carbon 
capture and storage (CCS) or other sequestration technologies may give 
fossils a strong future even with ambitious climate goals.  The commitments 
will also increase demand for low- and zero-emissions products, particularly 
renewable energy. 

o Recent modelling conducted for the Australian Government projected that the 
sum of expected international commitments would marginally decrease 
Australian GDP in the medium term (0.16% lower GDP in 2030 than in a 
scenario with no international climate action).  Trade, technology 
improvements and limitations in the modelling may mean the actual impact is 
more benign.   
 
 

Specific issues in the text 
o 1.5 degrees 

• The Agreement states (Article 2) that the purpose of the Agreement is inter alia to 
hold the increase in global temperature to well below 2°C above pre-industrial levels 
and to pursue efforts to limit the temperature increase to 1.5°C, recognising that this 
would significantly reduce risks and impacts of climate change. 

• 1.5°C was a hard fought inclusion – small island states want it because they will 
drown at 2°C, Saudis and others opposed as “not based on science”, Australia and 
many other developed countries pushed to keep it in (in part to help split the 
developing country bloc and pressure the big emerging economies). 

• Pledges made in the lead up to Paris are significant reductions in emissions, but by 
all estimates they are not yet enough to keep warming below 2°C – let alone 1.5°C.  
The envisaged process of ratcheting commitments every five years will improve the 
situation, but figures like Lord Stern say 1.5°C is extremely hard to achieve – we are 
already at 1°C; the pathway to 1.5°C involves decarbonisation 10-20 years earlier 
than for 2°C, ie in a 2040 timeframe or earlier. 

• However the inclusion of 1.5°C does no harm – it has not increased anyone’s 
burdens and is effectively aspirational. It helped get the agreement.  

• Judgment: The inclusion of the 1.5°C goal is not concerning. It is an aspiration, and 
a necessary one to get sensible developing countries to pressure recalcitrant peers 
to reach agreement. 

 
o Net zero 

• The text states (article 4 para 1) that to meet the temperature goal Parties should aim 
“to reach global peaking of greenhouse gas emissions as soon as possible, 
recognising that peaking will take longer for developing country parties, and to 
undertake rapid reductions thereafter … so as to achieve a balance of anthropogenic 
emissions by sources and removals by sinks of greenhouse gases in the second half 
of this century”. 

• There was plenty of debate about how to translate the temperature goal into a more 
concrete call for action on emissions.  “Decarbonisation” “net zero” and “climate 
neutral” all had supporters and opponents. 

  
 

http://dfat.gov.au/about-us/publications/Pages/economic-modelling-for-australias-2030-target.aspx
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• The “balance of anthropogenic emissions by sources and removals by sinks” text 
means net zero, but is more exact.  This outcome addresses fossil exporters’ fear 
that the text would say “no fossil fuels” and environmentalists’ fear that “net” 
language somehow implied trade would let everyone of the hook.  In fact the balance 
means that there is scope for trade and, if sequestration pans out, for continued use 
of fossils. 

• This is consistent with the Australian Climate Roundtable’s principles. 
• Judgment: The aim to balance emissions and removals in the second half of the 

century leaves plenty of scope for Australia to continue to develop its resources, as 
long as we deliver on the promise of carbon capture and storage and other 
sequestration technologies. 

 
o Markets 

• Article 6 of the Agreement canvasses Parties “engaging on a voluntary basis in 
cooperative approaches that involve the use of internationally transferred mitigation 
outcomes”.  This is the current term of art for markets – selling offsets or allowances 
between nations.  This is allowed as long as it is subject to robust accounting, 
especially to avoid double counting. 

• Article 6 also provides for a Sustainable Development Mechanism as a specific 
means of managing such transferred mitigation outcomes, though there is scope for 
other approaches.  The SDM will be fleshed out through further work. 

• Markets were controversial.  In the end objections from Bolivia and Venezuela were 
beaten back with sop text on also developing a framework for non-market 
approaches. 

• The resulting text is provides a strong legal and institutional basis for getting access 
to cost-reducing international units.  There will be a successor to the current Clean 
Development Mechanism.  Australia can use these provisions – if we choose to.  

• Judgment: Paris delivered strong access to quality international carbon units for 
nations that choose to use them.  We look forward to the Australian Government’s 
decision on the best ways to take advantage of this. 

 
o Review 

• The Agreement sets up a system of reviews and regular refreshes to commitments, 
intended to ensure a bootstrapping process where ambition keeps going up. 

• Parties will have to issue new Nationally Determined Contributions (NDCs) – or 
‘targets’ as we would call them – every five years; each NDC must represent their 
highest ambition with no backsliding. 

• The timing of the first such refresh has not been resolved – it will be settled at the 
first COP following the entry into force of the Agreement.  It is plausible that the 
refresh will start in 2020, but that will remain unsettled for a while (opposed by some 
parties, hence the fudge on timing) 

• A stocktake of global policies, commitments, finance etc and their adequacy to the 
goals will take place in 2023 and every five years thereafter.  

• Judgment: The emissions pledges made in the leadup to Paris by the USA, China, 
Europe and 180 others are a big deal, but far from enough to achieve the 2C goal.  
That makes the ‘ratchet mechanism’ of re-upping commitments every five years very 
important.  We’ll be watching closely how that develops – and how other nations 
follow through on their promises. 

 
o Finance 

  
 

http://www.australianclimateroundtable.org/
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• Finance (article 9) has been crucial – developing countries want resources to help 
reduce emissions, adapt to change and build capacity; developed countries are wary 
of open-ended commitments.   

• The outcome is a strengthening of previous commitments – developed countries will 
ensure flows (from all sources, including private finance and markets) of at least 
US$100 billion per year after 2020, with the precise level to be set in later 
negotiations and by 2025 at the latest. 

• Non-developed countries are also invited to provide finance (and China has started 
doing so) 

• To ensure the US could sign it was necessary to put the specific numeric 
commitment to the $100 billion floor in the technical decision, rather than in the Paris 
Agreement itself.   

• Judgment: Part of what secured the Paris deal was a hefty commitment by 
developed countries, including Australia, to help finance emissions reductions and 
climate adaptation in developing countries.  Private finance is going to be very 
important to that – requiring domestic and international policies that foster investment 
through transparency, stability and efficiency. 

 
o Transparency 

• Transparency provisions were a key requirement for the US, EU and other developed 
countries: common accounting rules and procedures to ensure that there is good, up 
to date information on how nations’ emissions are tracking against their commitments 
(and what their commitments actually mean in detail). 

• There was a fight over whether there would be one set of rules for everyone, or some 
form of differentiation for developing countries.  There was a risk that the latter 
replicated outdated sharp distinctions between increasingly obsolete categories. 

• The final agreement provides for a single set of transparency rules, with “flexibility in 
implementation” for “those developing country Parties that need it in the light of their 
capacities.”  While the details of need and flexibility are to be developed through 
further technical work, the basic framework here is a significant advance.  Only those 
lacking the capacity to apply a full transparency framework will get some flexibility, 
and capacity-building efforts will aim to put all countries on the same basis over time.  
It is hard to see major developing countries like China and India pleading a lack of 
capacity. 

• Judgment: The Paris approach needs as much transparency as possible about how 
each nation is performing against their commitments.  The Agreement provides for 
that transparency, with common rules to be developed and applied by all with the 
capacity to do so. 

 
o Differentiation 

• Since the 1992 UN Framework Convention on Climate Change the climate 
negotiations have included and reflected the principle of ‘common but differentiated 
responsibilities’ (CBDR).  This has a reasonable core – rich countries and poor 
countries have different levels of ability to act and have made different and evolving 
contributions to problems and solutions.  But in past agreements it has translated to 
fixed and increasingly ridiculous categories of ‘developed’ and ‘developing’ countries 
(on 1992 lines), with firm obligations for the former and no substantive obligations for 
the latter.   
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• With most recent emissions growth in ‘developing’ countries it has become 
mathematically impossible to meet global temperature goals without substantial 
action in and by at least the largest of these nations. 

• Broad participation is also a political imperative for advanced economies, who are 
concerned about trade competitiveness.  The lack of broad participation in the Kyoto 
Protocol was one major reason why the United States never ratified it. 

• The Paris Agreement maintains the principle of CBDR, a key demand for poor 
countries.  But it applies it very differently to the past: 

o All countries are expected to make emissions reduction commitments; 
developing countries are encouraged to move towards the same kind of 
economy-wide absolute emissions reduction targets as developed countries.  
All countries’ commitments are equally binding. 

o Transparency provisions apply to all, with flexibility only for those developing 
countries that lack capacity to apply them fully, and capacity building 
assistance to bring all up to full transparency over time. 

o Finance is still primarily the responsibility of developed countries, but 
developing countries are also encouraged to provide such support as well 
(and China has recently announced it will do so). 

• Overall the Agreement establishes a pathway for all significant emitters to be treated 
similarly, while recognising that many countries will genuinely need help in 
transitioning to low emissions and adapting to climate change. 

• Judgment: With most emissions and most emissions growth now coming from the 
developing world, no agreement can succeed unless it applies to all.  The Paris 
Agreement puts everyone on a much closer footing than ever before, recognising 
both that some have more capacity and that capacity evolves over time. 

 

What happens next? 
• International 

o Signature – the Agreement will be opened for signature in April 2016 and 
closed in April 2017.   

o Accession – After April 2017 nations may confirm their signatures and ratify, 
accept or approve the Agreement in accordance with their national 
processes.   
 The timeframe will vary depending on national processes and national 

politics.  In light of the widespread political support for the Agreement, 
it is plausible that accession could be relatively quick, with many 
nations in by mid-2018. 

 The US is a special case; US negotiators worked very hard to ensure 
that the terms of the Agreement are such that they will not require 
ratification by two thirds of the US Senate, a hurdle that is very hard to 
pass even for matters less politically charged than climate.  While 
President Obama will surely sign the Agreement, a decision on 
confirming the US’ accession will likely be up to the next President. 

o Issues for the next Conference of the Parties to the UNFCCC 
 Technical work on fleshing out various aspects of the Paris Agreement 

will proceed through 2016 and some may be able to be advanced and 
signed off at Marrakech in November.  This includes: 

• Transparency issues, including both accounting and defining 
who needs flexibility in light of capacity issues and what 
flexibility entails; 
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• Fleshing out the Sustainable Development Mechanism; 
• Defining accounting for broader international trade in 

emissions rights and offsets. 
 One of the issues largely deferred at Paris was about increasing pre-

2020 ambition (including both finance commitments and mitigation 
goals).  Developing countries signalled their desire to make this a 
bigger issue in 2016.  

o Issues for the Conference of the Parties Meeting as the Parties to the Paris 
Agreement – this grouping can’t meet until after the Agreement comes into 
force.  The first meeting may be as early as November 2018, depending on 
the speed with which 55 countries accounting for 55% of emissions accede. 
 The key early decision required of the CMP-PPA is setting a common 

timeframe for the ‘ratchet’ mechanism – when will the every-five-years 
update of commitments start?  Ambitious countries want this to start in 
2020, laggards wanted to push back to 2025 or 2030.  This fight has 
been deferred; if the Paris Agreement is in force by 2018 or 2019, a 
2020 re-up of commitments is practical, though not guaranteed. 

• Australia 
o The strong involvement of the Government in negotiating the Agreement and 

support remarks suggest we will sign.  Accession may well need to go to 
Parliament’s Joint Standing Committee on Treaties, but there are unlikely to 
be barriers to accession. 

o The Government plans to develop its domestic implementing policies further 
through a major review in 2017, should it win the next election.  The 
Opposition would further develop its emissions trading and other 
implementing policies in 2017, should it win the next election.  

 
 
 

  
 


