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What went different as expected in 2008/20098EUClIMAIEERGENEIGVAOIICYZ
3 overlapping targets let to inefficiencies

20% CO2 20% renewables 20% efficiencyMIRRZ020

ETS link with international negotiations 20%=80%

- Copenhagen didn'’t bring ambitious targgts

- use of CDM and JI —big supply no demanesiemNsS

- compensation indirect based on state al@NUIES

Economic crisis: oversupply of credits- somENREUSHYARNIGUBIENIOL

because of ETS (windfall profits for somelllSeCalSENGRrEEIaliocation!)

No flexibility in ETS (demand for investmeRiCertainiyil):

Change of directive difficult (vested intereSsts)

Developments in energy sector: shale gaSimMUSACHEAPICOAINANED



Consequences

Oversupply in EU ETS till 2023
Fall of CO2 price under 5€

No inventive for low carbon developMERRERENENEWARIES
Danger of different climate energy pd@liCIESHRNEURAISIORICRIGREVEIRIaYING
field in EU



Selection criteria for refq

ETS must be linked to international eRENGYAERGCIMAIENEEVEIOPMENTS

and 96% reduction energy sector in 2050
Avoid overlap with renewable and enEl@yAETlICIENCYAETELS
Take in to account developments in EREIGYASECIOIKEISHEIENTESH

Flexibility versus investment certainty®



Proposed solutions

« Start with back-loading of 900 min. COZNGNUYAIMENGIESIUCIUIAINNESSUNES
Then
« Early revision of the annual linear redUCHERNACIORIONEACHNEO=05%
reduction in 2050
Combined with retiring a number of alleWaRCESIEERENASIGRNHENNLIOEUCHON

of revision linear reduction factor



How to compensated Inc

When carbon leakage takes place cofipERSatGHNEECEEd
Carbon leakage only when price is abPVEMG/ASENMyAIEW.
Compensation of big electricity users iaBCOMPEIEMGHENICENIESECENEN
state aid rules should happen at EU |eVellneiyAnEmPeRstateSahaLt
happens now (Germany/ UK/Norway.§)
When directive is changed with highedliTEaINECUCHORNACIORIRNISISHOUICNE
arranged
* ldea: Less auctioning give needed compERSAUGHNANCHIICREIGWANCESH
Flexibility of ETS

* Free allowances depend on productiofiaieNenCAMaKSHOMACUSIR

sector?



Impact analysis of reforming

« Dutch PBL Environmental Ass
impact of various options to

« The options assessed:

Increased linear reduction
with Roadmap 2050 traject

Permanent set aside (alone
LRF after 2020)

Inclusion of road transportz:
Minimum price on auctione
Hybrid: ETS combined wit

only)
Introduction of European C

Flexible cap setting: the A




Impact analysis of reforming

« Options are modelled using g
Worldscan (except flexible ca

« Indicators assessed:
« CO,-price, CO,-emissions,
welfare effects, auctioning
« Scale:

- EU and major Member Stat
Poland)

« Sectors such as power, stee




Some preliminary results

Amount of surplus in ETS is s
by 2012); without interventia

The perceived value of surplu
future EUA price, also beyonc

Most options seem to have o
and CO,-price up to 2020. I
as surplus diminishes and CQC

Set aside as one-off measure
little impact until 2020 and b

Full results and report availat
Website: www.pbl.nl




Study ETS split (ECN e
Economics)

How to give incentive for investmentiAENENGYISECIORZ
Splitting ETS regime for Energy and JRGUSTH/ASECION?
Would that solve investment need infERENGYISECIOROIGONOIO5Y/CO2

reduction in 20507



