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O  Provision for industries that face drops in international

] Aoletr competitiveness
O (ETS H&/v#§ F&d &3 ZA) EU ETS & energy market — - Upbringing policy as a newly growing industry
1) reinforces the functioning of the internal energy market through its - free allowance + use of auction revenue

price formation at EU level, 2) stimulates the uptake of renewables

and other low-carbon and energy-efficient technologies. In regard to O Balance with policy for electricity price
the EU’s INDC, what is the distribution of mitigation burdens - New & Renewable Energy policy
between the ETS and non-ETS sectors? How do you decide that - General policy for electricity price
ratio?

- impact assessment

- commission made a proposal

- law: FrR =39t RV} siFets HE e

- method: Miles Perry (Eu 20309} #8d ohfgk Alve] 29 a3 #4)

- 7]%: incentive to reduce GHG/innovation/minimize windfall
profits/minimize ministry’s costs (implementing)+ installations’ costs

- public consultations: reply in writing + meeting (before and after the

proposal): response from the Commission in written, too.

O benchmark: 1% each year reduction.
- experts meeting(public consultations®] 3}th): E& ¢4 ¥ proposal, T
= HEL XA 2.

O The cross-sectoral correction factor seems to be the number of free
allowances in all installations eligible for free allocation in a uniform
manner. in consideration of carbon leakage (5.7% in 2013 = 94.3%,
17.6% in 2020=82.4%).

O You had the adjustment factor (sector or sub-sector specific factor) to
reduce GHG emissions or free allowances. How are those numbers?
How do you determine them?

O None. 97% of industrial sectors are qualified for carbon leakage
sectors. Still heavier burden from industrial sectors. 25 euros in
2030(expected) cross-sector correction factor + free allowances:

industrial sectors complain.
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1) EU-ETS®] d& 9 A AAAE
EU ETS — 1) reinforces the functioning of the internal energy market
through its price formation at EU level, 2) stimulates the uptake of

renewables and other low-carbon and energy-efficient technologies.

In 2015, the EU ETS now covers about 11,000 power plants and
manufacturing installations in the 28 EU Member States, Iceland, Norway
and Liechtenstein, as well as emissions from over 600 airlines flying

between European airports.

EU ETSW Zr=Z%: In 2020, emissions from sectors covered by the EU
ETS will be 21% lower than in 2005. By 2030 it is foreseen that they
will be 43% lower.
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- 782 EA: more harmonised rulesE 7}1A| 1 &%

- 78 A AR e 2

1) A single, EU-wide cap on allowances decreasing by 1.74% annually,
replacing the previous system of national caps and providing
enhanced predictability and stability;

2) Auctioning, not free allocation, becomes the default method for
allocating allowances and is governed by the EU ETS Auctioning
Regulation ensuring an open, transparent, harmonised and
non-discriminatory process for the auctioning of allowances

3) Harmonised allocation rules for the free allocation of allowances,
based on ambitious EU-wide ex-ante performance benchmarks;

4) Regulations for monitoring and reporting and for verification of
emission reports and accreditation and supervision of verifiers

5) Stricter rules and conditions for the use of international carbon credits
in the EU ETS with harmonised limits for their use by operators

6) Central electronic Union Registry replacing the national registries and

governed by a Registry Regulation

7) Emission allowances, derivative financial instruments or auctioned
products based on them are subject to the Markets in Financial
Instruments Directive and Regulation under the MiFID2 package (as
of January 2017), and the Market Abuse Regulation (as of January
2017).

201297HA] #YE3E wiEde F+ 209 (two billion allowances). 2012
Carbon market reportel WZ2H, FAJTF vjE&dY F= 2013l 20970
of €3 % 201435 F7HA7E E3EAT 20208704 & ALET W=
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AL o FeoIA oIAY shAsl ddel @Al wel BU EIS
o 4Ee JAsE Badrt Bl 8. wed FAE 2%, 275
FH FAH0E 2FAAS SYSAY HA @A e 810w 248,

w2k EU  Commission 2012 114 900¥Rb7/l wiEdel  hdd
auctioning & 2019d % 2020 0.8 7|8t k& AA(YH back-loading).
EU 9| 3](European Parliamen)®} Council< 2013'd 129€ back-loading <t
sl 2. back-loadingd & o] ddo] Al2tE 72 2014'd 34,

Carbon Market Report 2012%E wW|&H 2] imbalanceE 1B A X2 A
Zhell g k& AAISHA =4, 20149 12 market stability reserveE
ol dHLtF 2030 climate and energy policy frameworkoel] &t
Communication®] FA]o] AAl. EU 9|3} 93] (Council)2 3l A tol
thall 20154 10€ S & vk =

¢]

20143 109 EUS =7} 3E(EU Heads of State and Government)E< EU
Framework on Climate and Energy Policy for 203001 &¢. 3%
Frameworkel 3¢ 247t~ ZSEEE 20309704 1990 & oiH
HAE 40%

o] Zt=E R ZAES & ETSY non-ETS H-&Eo|A vl &azz<el Wio=
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ZA. EU ETSE ETSHE-EolA 2005 tivl 43%& #EF3HHdes 588
A3t L. 20159 79 CommissionS 2030 framework¥® Z-& AlAfof

EU ETSol| tig 7|A¥ekE (a legislative proposal to revise the EU

Emissions Trading System in line with the 2030 framework) #|A].

2)

EU ETS INFRASTRUCTURE

(1) Coverage of activities, installations and aircraft operators

As of phase 3, the sectors with stationary installations covered by the

EU ETS are energy intensive industries, including power stations and

other combustion plants, with >20MW thermal rated input (except

hazardous or municipal waste installations), oil refineries, coke ovens,

iron and steel, cement clinker, glass, lime, bricks, ceramics, pulp, paper

and board, aluminium, petrochemicals, ammonia, nitric, adipic, glyoxal

and glyoxylic acid production, CO2 capture, transport in pipelines and

geological storage of CO2. The aviation scope of the EU ETS is limited

to

flights within the EEA until 2016.
EU ETSel 23 =H&e 247l2~ F7/FE (37]): CO2, nitrous oxide (N20)
emissions from all nitric, adipic, glyoxal and glyoxylic acid production

and perfluorocarbons (PFC) emissions from aluminium production.

37158 EU ETSE EUYA HEHE 247129 50% HAES AW

AZEU 3ld=5S o W FE3 2472 T/RE EU ETSOl X34
Z 4 & (opt-in procedure).

20140l #F &S FI JE 20159 Bl ofFd, sATES F
11,20070 9] installations®] EU ETSo| Z3tE o] glom (2013l #3t
20143 B Afe] &3t 11,40070), ©]& installationse 1 32 HoA
o) o+ --> I A7} Monitoring and Reporting Regulation ©]&
installations®] MFE /IAZ EF(IEY H A EF wfah).

the Article 21 reportsoll W2, 2013 d3 FASHA 20149 = ¢ 72%

(

9] installations category A, 21%+ category B, I8 ©A 7% (868
installations)”7} category Coll 33

20143 9] 7§ 5700 installations (51% of the total)> ‘AH|EALAA
(installations with low emissions) 9] &71& FZ. 2013d9 7§ 5600

installations (FA Y] 49%)o] o] Ml 3|F. > ©]E0°| category A

o]= tier-based architecture® 7} MRVel <& H&e E

(proportionality principle)e] H&HJths A& SAAAA F= A

2) Cap

37]%-E] EU ETS Directiveoll 23] EU-wide cap A4 (1,277t Zr= o]
A &3 NAPsol 93] bottom-up o2 ZAA)

cap2 2010 wiEH 9 <FollAFE wid 1.74% (&9 A
= ZHa(tF 3,8005k4]): o] A¥ASEL Rd AH oz 20%7
x5 24387 9all, a8kl 20059 EU ETS wi&%F vl 21% 7
E gk

& ZFZ=factord; &

fais 2013 2014 2015 2016

Cap 2,084,301,856 2,046,037,610 2,007,773,364 1,969,509,118

e 2017 2018 2019 2020

Cap 1,931,244,873 1,892,980,627 1,854,716,381 1,816,452,135
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b) 4832 ¢ benchmarks & 73}

c¢) EU-wide new entrants’ reserve (NER
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- 20099 FAE gaTEAS -O/]EH 2011-13‘/:]71_} 100% F74&go] F9
Fed 1 E2ES] 20149 BE. O F A4S I AHdAl, NGOs
E X3S ols|dAtAL, Commlss1on4 extensive consultationsE &3l 23}
Y2E A4, T 5¥e 201519973 frE

- 2 A% 37] B cap®] 43%(6.6 billion allowances)?7t FFOoE
industrial installations®l] Fo]& Ao E oA F7} FAL TS NERER

o] A7 gl Foi.

Table 2: The number of allowances (in millions) allocated to the industry for free in 2013, 2014 and 2015%

2013 2014 2015
Free allocation™ 903.0 8743 847.6
(EU2S+EEA EFTA states)
Allocation from the new entrant

ocanon irom € new entrants 107 124 123

reserve (greenfield investments
and capacity increases)

Free allowances remaining
unallocated due to closures or 40.7 594 65.3
changes in production or
production capacity

Z£*]: EU Commission, CARBON MARKET REPORT 2015, Brussels, 18.11.2015 /
COM(2015) 576 final ANNEX.

- 37]: NER(New Entrants reserve)> 9T NER300 programmes %3l
300(millions) o] HlZAE oJH|E oz Folrd ZS wj 480.2 million
allowances7ll. 2015'd 7€ 74 91.3million allowances”} 37] Ao Azl
36970 installationsE 913} dulEoZ 7. Umx] NERS 2l E=& &

A3l= installationsS $38 A.

- 2015d 7¥€7FA 165.4 million allowances A= HjE&#Ho] 44T
. duFstE installations®] & FAY Ailcapacitys &Y
o &

o=
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(4) auction

- 20123 84 the European Energy Exchange (EEX)7} 3 ®A 359 &
A ZYEFeE AA

- SA AR ZF FElES Aud A et Al RE vl FEol FAS ok
3},

- 2770 =S Alste] AulE dta Sl EEXE 201249-144 & A

o] 88%E ZmistH ICE= ¥=2 thilste F v 12%E A

Table 3: Volumes of allowances of phase 3 auctioned by EEX and ICE

. Amount of general allowances Amount of aviation
Year i .
auctioned allowances auctioned
2012 89 701 500 2 500 000
2013 808 146 500 0
2014 528 399 500 9 278 000
2015%° 632 725 500 16 390 500

%3: EU Commission, CARBON MARKET REPORT 2015, Brussels, 18.11.2015
COM(2015) 576 final ANNEX.

- A4 20123 B8 201539 6971A] €8.9billion &3}
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(5) AEZEAI
- WEAAN Y] RS 9 A dE (futures, forwards, options, swaps) 7 &
o A A - Markets in Financial Instruments Directive (MiFID) A th



A}
- 2017 1€FE MIFID2 packageZ tiAl- MIFID2E  multiple
implementing measures =< &7
- Under MiFID2, ZtA4F B ofyel 233 #AHH 23 FEAZd &
&
- MiFID29] A 4. 22kA1 ol A1 9] S24A Q1 delivery (RA EUNA +F
[e]

=
bl A= Ry
ARE Wael obd), 2AHGEA HYNED B FEe FYA, F

Az tigk B, integrity o= ZFA st A
- 53] 1A @A 22 fE5A did AAEE Market Abuse

Regulation (MAR) 73}

- MiFID2¢} {+AFStAl the Anti-Money Laundering DirectiveZb  will
trigger a mandatory application of customer due diligence checks by
MiFID-licensed carbon traders to their clients in the secondary spot
market in emission allowances. 46 MiFID2 and MAR, both adopted in
2014, envisage certain adaptations of the general regime to carbon

market specificities, including:

** Significance of the carbon leakage list (¢}2 ] M o] EdfAf)
(http:/fwww.emissions-euets.com £fommission-decision-no-20102eu-of-24-de
cember-2009-determining-a-list-of-sectors-and-subsectors-which-are-deeme

d-to-be-exposed-to-a-significant-risk-of-carbon-leakage)

- ARG HEE o] A9 20134 benchmarked allowances®] 80% 5 FAIH o=
WA = a8 a o] HlFL 202083 30% 7R A Y BAFEHUFS

=
2 ERFE AF 100%E G2 vhg

o

< EU ETS® 37] 483 w35 >

Carbon | eak Exposure Factors
Year 2012 2014 2015 2016 2017 2018 2019 2020

Exposure  factor for 1 1 2] 1 1 1 I 1
significant carbon
leakage risk
Exposure factor for no |0.8000 0.7286 0.6571 0.5857 0.5143 0.4429 0.3714 0.3000
significant carbon
leakage risk

- ob#e] wpa Qhol 9l ERA

}_3]] o]; 3} 7

(

AYd = JEF FA3 32 dS(see: Guidance Document n°5 on
the harmonized free allocation methodology for the EU-ETS post 2012,

p- 7). However, additions were possible before that date (see further).

NACE@4# )¢ PRODCOMcode(8-digit code- European COMmunity
Inquiry. It is a survey of manufactured products governed by an EU
Regulation (3924/91).)

Carbon leakage list amendments and the second carbon leakage list for
the period from 1 January 2015 to 31 December 2019

SATFEY2EE 20099 12€ 319704 ¢4€ § 5dnitk A=A
2009l THE01R B AEE 2013-14d 60 A&

20143 F WA Y2Es 2015-201990 2§

2013d 749 EU Climate Change Committeet= F 70| & (sectors)@ 4
7Ne] sH- F-E(sub-sectors)E DA 2 Z=E(for the period 2009-2014)°1
57} plaster, plasterboard (¥ TF gypsum industryell <43}, four
sub-sectors: open-die forging, solid whey, EvlE7}&3 #Hd F 79
Cl

7} ( European Commission®] F7} ZZ X 4§ EU Climate Change
Committeeo]] Huja1, o]o sl 37)1€-5<F European Parliament U the
Councilell ®FH7} $13, Climate Change Committee (in which all
Member States are represented)’t TAHAHA oHE FH oF
Commission’s Decision®. = J )

Mz AL g7hA] ol 23d AES AdAII= AL BT
2015-19\9 9] BAFEAFT 55

ol

http:/ /eur-lex.europa.eu/legal-content/ EN/TXT/PDF/ ?uri=CELEX:32014D0

746&from=EN ©| w}A| 2} sEo| AAl- B E3sjofd &)
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The stakeholder consultation was conducted for 12 weeks from 6 June to

30 August via questionnaire using the Interactive Policy Making tool.

The questionnaire consisted of 14 multiple choice questions with

- 11 -



possibility to motivate answers. The answers will be analysed according
to respondent profile and to topic below. Multiple stakeholders from
various backgrounds have expressed the view that a pure statistical
analysis of the replies is not meaningful and therefore a qualitative
analysis of the responses has been made. For the analysis of the
stakeholder consultation, 405 replies are taken into account. The table

below illustrates the participation of stakeholders by group.

Table 1. Summary of stakeholder consultation responses

Number | % of total
Total business related 374 92%
Government/regulatory authority 8 2%
Civil society 23 6%
Total non-business 31 8%
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