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The EU ETS in a nutshell
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Why emissions trading ?

* Market-based instrument which allows for most
cost-effective and targeted environmental
policy - no market intervention!

*EU ETS is driver for carbon market: in 2007
valued at around €40 billion (EU ETS: € 28
billion)

* Cornerstone of Europe's strategy to implement
Kyoto Protocol - major structural element for
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Phase 2 prices and
trading volumes
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Objectives agreed for 2020

: 1‘;."HG reduction compared to 1990
ependent commitment

HG reduction compared to 1990

What is in the package?

@ie Action

all Communication
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Where do we stand today?

In 2005:

% GHG emissions compared to 1993(
luding outbound aviation * *
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EU ETS Non ETS sectors
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Objectives of the review

jlate Action

st-2012 EU ETS should * % *
er a cost-effective contribution t- .

pendent target or to a stricter target under an
national agreement =

An EU-wide phase 3 cap

ing an EU-wide cap up-front in Ieg‘slat‘Rn

ovides for more certainty and predictability for
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Allocation principles

jlate Action

monised allocation rules ensure level
ing field across the EU

auctioning for sectors able tc
ts: v

owWer sector

ial free allocation to indus
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More on auctioning

ons are Member State led
oss-border / EU-wide auction platform(s) may develop* * ‘k




International aspects:
J1/CDM

jiate Action

panies can already use credits from JI arliCD*
2cts for compliance in phase Il (1.4 Gt

-over” credits from 2008-2012 can be

over the period
post-2012 agreement:

State of play
ENVI1 vote of 7 October

support in adopting compromise amendments
into account a range views expressed by industry

ins the overall architecture of the EU ETS

ing convergence with the views of Member States

tioning is maintained for the power sector, while other
tors will have a transition to full auctioning by 2020




State of play
European Council

ort for overall architecture
here are calls to

are costs in fair manner
calculate costs due to financial crisis
cognize past efforts (early actions)

rally continued political support for

Crunch issues in debate

Nl leakage

h Energy intensive industries get free allocations
ntitative and qualitative criteria, timing, measures,
w) and how much for how long?

ioning for electricity and the possibility of

gations

deal with indirect effects

volatility




Crunch issues in debate
ity
ntity and quality of JI/CDM
of LULUCF and REDD credits

opt-out small installations

design the auctions (access, price controls,
g, frequency)

Fity
t base year to use

Next steps

ropean Council 15-16 October and
ironment Council 20-21 October

tcome to complement ENVI vote and
ntate discussions in trilogue
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Energy fora Changing Workd

Building a global carbon
market

ificant role of the carbon market already today —
Id be strengthened post-2012.

to ensure predictability and long term price signal.
ing at transatlantic carbon market (EU/US ETS)

nvironmentally more effective CDM should
inue to play a role for LDCs.

tting is not enough — carbon market offers
ising potential if we succeed in developing new
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"GLOBAL COST CUR
z:rglor:;l cost of abatement — examples

Abatement potential
Gt CO2 / year in 2030

[ Megative abatement B Abatement marginal B Abatement marginal
marginal cost cost below =40/t cost above €400t

Vattenfall 2007

The CDM — a partial
success story

irst international carbon crediting system built with inherent
first mover disadvantage”

roduced different methodologies on the initiative and risk of
pplicant project participants

roduced expected emission reductions in the order of 1,4
t until 2012

elps Annex | countries to lower the cost of compliance with
he Kyoto Protocol

wever, there are issues with ...
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short run

Energy for a Cha

forts to improve efficiency and s&patﬂ
)f the CDM x

“Offsetting” alone cannot solve
climate change problem

Figure 1: Projected development of greenhouse gas emissions in different
regions of the world

... If Annex | alone
reduces emissions to zef

O Rest of World

@ Other annex 1

OEU

... Global emission patl
compatible with 2°C
scenario

Gigatonnes CO2 equivalents

1990 2050
Source: Greenhouse gas reduction pathways in the UNFCCC process up to 2025, CNRS/LEPII-EPE, RIVM/MNP,
ICCS-NTUA, CES-KUL (2003).
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longer term

S from baseline emissions in advaneki

ant Annex | commitments with substantial *
) regions x

an only continue for some (LD(

of CDM for enhanced particip
oving beyond the project

Energy for a Changing World
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ICs 80-95%0 below 1990 by
2050
DCs 15-30%b below BAU by
2020
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Mitigation by developed countries

Quantified reduction targets are the backbone of
efforts, including for the US

Possibly additional efforts, such as finance for REDD
and RD&D, but the latter not necessarily under the
UNFCCC

Use of carbon market should be supplemental to
domestic action
EU position on differentiation should reflect:

— “past efforts”, but also balance “hot air” (~5% of Al emissions p.a.
if spread over a 10 year period)

— “cost of future efforts” — GHG/GDP as an indicator?
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Mitigation by developing
countries

d three layers of discussion:

what should be done by all countries? E.g. no regret
olicies (Energy efficiency etc.)

) what enhanced effort is needed from advanced

Cs, as defined and differentiated by criteria, such as
DP/capita and share of global emissions (could be
et out in national low carbon development plans).

Road to Copenhagen

committed to maintain leading role

h and increasing public expectations

role and position is key — new US govt 2009
Il internal US legislation determine process?
ce Accra: “meat on table now”.

znan milestone for Copenhagen?
Shift into full negotiating mode!

Shared vision and Al targets: to confirm nature of

industrialised countries’ targets? Initiate discussion around
differentiation AIC
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TURN DOWN. SWITCH OFF. RECYCLE. WALK. CHANG
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