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« The world’s largest GHG emissions trading scheme
In it’s sixths year

— Largest economic area of the world (30 countries, 506 min
inhabitants, 12,064 bn € = 16,755 bn US$ GDP in 2009)

— Regulates about 2.3 bn tons CO2e (power sector, refineries,
large combustion installations, iron & steel, cement, pulp &
paper, etc — from 2012/13 onwards: aviation & other sources)

« Key features

— Mandatory downstream scheme (release to the atmosphere is
the point of regulation)

—  Explicit multi-period scheme (15t phase 2005/2007, 2" phase
2008/2012, 3" phase 2013/2020, etc)

— Started with a large share of free allocation but strong
decrease of free allocation from 2013 onwards
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The EU ETS in a dynamic environment e Oko-Institut e V.

Significant abatement can be proved
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Cap-setting and allocation
Learning Is necessary
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 Free allocation is now mainly seen as a mechanismt o deal
with leakage concerns

— Immediate phase-out of free allocation for power generation
— Gradual phase-out of free allocation for other sectors

— Continued free allocation only for sectors with leakage
concerns (definition was a ‘learning exercise’ again)

« Benchmarking (ex ante allocation) as the main appro  ach
— About 50 benchmarks only (as of today) — which is a success

— Based on 10% best installations (as a general rule: 20% below
the average)

— Major debate with the ‘usual suspects’ (blast furnace gas
allocation, clinker vs. cement allocation, new: heat flows
between installations)

 Recent experiences: Large-scale auctions performve  ry well
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« The CDM in a serious integrity crisis

— environmental integrity (industrial gases etc):
25...50% non-additional?

— CDM as a leakage-driving mechanism?
e Joint Implementation
« channeling ‘hot air’ into the compliance markets
 Emerging restrictions on the use of CERs and ERUs
— qualitative?
— quantitative?

— regional?
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Thank you
very much
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