The role of the EU ETS In
Industrial decarbonisation

9 June 2020

Beatriz Yordi

DG CLIMA
Director European & International Carbon Markets




Revision of the EU ETS in 2018

EU ETS
strengthening

Free allocation
and carbon
leakage

Low-carbon
funds

ommission



Market Stability Reserve (MSR)

2500

)]
(0]
O
5
S MSR absorbs allowances to the reserve
2 5000
©
C
S
- ~
1500 ~ ~
~
~
~
~
~
- / \
1000 ===
S o P
> 833 ml”/on - M R
Reserve stable S~
500 —
< 400 million —— —_—
MSR releases allowances from the reserve
0

2009 2011 2013 2015 2017 2019 2021 2023 2025 2027 2029

‘ 24% feeding rate 12% feeding rate

Nm————

European
Commission




Chart1

		2008

		2009

		2010

		2011

		2012

		2013

		2014

		2015

		2016

		2017

		2018

		2019

		2020

		2021

		2022

		2023

		2024

		2025

		2026

		2027

		2028

		2029

		2030



0

220

505

955

1864.7879

2084.7879

2093.383593

1818.041895

1684.569981

1654.574598



Sheet1

		

		Year		2011		2012		2013		2014		2015		2016		2017		2018		2019		2020		2021		2022		2023		2024		2025		2026		2027		2028		2029		2030

		Verified total emissions		1904		1867		1908		1814		1803		1751		1754

		Change to year x-1		-1.8%		-2%		2.2%		-4.9%		-0.6%		-2.9%		0.2%

		Verified emissions from power sector		1,155		1,153		1,101		1,011		1,005		957		949

		Change to year x-1				-0.20%		-4.50%		-8.10%		-0.60%		-4.80%		-0.80%

		Verified emissions from industrial installations		749		714		807		803		798		794		805

		Change to year x-1				-4.70%		13.10%		-0.60%		-0.60%		-0.50%		1.40%

																2.4%

		Real GDP[1] growth rate EU28		1.7%		-0.5%		0.2%		1.7%		2.2%		1.9%

		total emissions						1,908		1,814		1,803		1,751		1,754

		CAP						2,084		2,046		2,008		1,970		1,931		1,893		1,855		1,816		1,768

																								1,768		1,720		1,671		1,623		1,575		1,526		1,478		1,429		1,381		1,333

		CAP						2,084,301,857		2,046,037,611		2,007,773,365		1,969,509,119		1,931,244,873		1,892,980,627		1,854,716,381		1,816,452,135		1,768,072,053		1,719,691,972		1,671,311,891		1,622,931,810		1,574,551,729		1,526,171,648		1,477,791,567		1,429,411,486		1,381,031,405		1,332,651,324

		[1] GDP data as reported on: http://epp.eurostat.ec.europa.eu/tgm/table.do?tab=table&init=1&plugin=1&language=en&pcode=tec00115

		(accessed in July 2018)
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| Carbon price signal strengthening since
late 2018
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Structure of the EU ETS in 2021-30 (phase 4)

15.5 billion allowances, worth €373 billion at a price of ~25 €

Auctioning by
Member States

Innovation fund

Free allocation buffer*
Modernisation fund
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* Allowances dedicated for auctioning that may be converted



Free allocation in phase 3 and 4

« Since 2013, free allocation takes into account
the performance of the best installations in
Europe (benchmarks).

- |Installations may receive free allowances up to
the level of the best performers. The maximum
amount also depends on if the sector is at risk
of carbon leakage.

* For less exposed sectors, free allocation is
foreseen to be phased out by 2030.

* The list of sectors deemed to be at the risk of
carbon leakage for the period 2021-2030 was
updated in 2019.
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Shares of free allocation based on the carbon

leakage list for 2015 - 2020
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Reduction in free allocation

Emissions vs Free Allocation
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Free allocation in the cement sector
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Benchmarks and production level changes

* Product benchmarks determine the level of free allocation of each installation.

- They are based on the average greenhouse gas emissions of the best
performing 10% of the installations producing that product.

* The 54 existent benchmark values will be updated twice in phase 4 to avoid
windfall profits and reflect technological progress since 2008.

» Allocation to individual installations may be adjusted annually to reflect
relevant increases and decreases in production level.

* The threshold for adjustments was set at 15% and will be assessed on the
basis of a rolling average of two years.




Benchmark update and next steps

* The Commission is assessing the data submitted by Member States to
calculate the updated values for the 54 benchmarks throughout 2020.

 Acts to be adopted to finalise the implementation for the phase 4 of the EU
ETS:

Decision on determination of the list of installations included in the national
implementation measures (NIMs) that will be used to determine benchmark values.

Implementing act updating the benchmark values.

Decision on cross-sectoral correction factor (CSCF), if relevant.

Decision on the free allocation for each installation for the period 2021-2025.
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Key features of the Innovation Fund
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Driving low-carbon
technologies to the market
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Expected timeline

July 20 [ Launch of first call ]
Oct 20 Submission deadline for first phase

: Award of Project Development \
Q1 21 .
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Q121 | Invitation for second phase

Q2 21 Submission deadline for second phase
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European Green Deal

- Addressing climate change is one of the key priorities of this Commission.
Climate action at EU level reinforced under the European Green Deal.

- Effective carbon pricing is an important element of delivering climate
neutrality. A well-functioning EU ETS is central to doing so effectively.

* The EU’s 2030 climate target of at least -40% GHG emission reductions will
be increased to put us on the path to climate-neutrality by 2050.

- Review and revision where needed of all relevant legislative measures to
deliver on the increased ambition by June 2021, including the EU ETS.

* Any aspects of the EU ETS referenced in the European Green Deal will be
carefully considered and studied in detail before any proposals are put
forward.
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