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Introduction: The EU ETS

* Three phases

Phase | Phase 11 Phase |11

r-—— 1T

2005-7 2008-12 2013-20
Historical Historical Auctioning energy
emissions emissions sector (60%0)

(grandfathering) (grandfathering) Benchmarking industry
10% auctioning sector: product
benchmarks + fallback
(409%0)
cut in emissions volume 6.5% Single EU-wide cap, 1,74% reduction of cap
below 2005 level every year (-21% by 2020 below 2005 level
Aviation
New industries (chemicals, NF)
New gases (N2Q)_
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Price of 2008 allowances

— Price of EU allowances®
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Possible impacts of the EU ETS

* |ndustry sector
» Fuel efficiency improvements in industry branches concerned by EU ETS

= Electricity efficiency improvements in ALL industrial branches due to the
integration of CO, prices in into electricity prices

= Enhanced fuel shift towards less CO,-intensive fuels: more natural gas
and electricity; increased penetration of renewables in ETS-Industries

» Reduction in production volumes (due to the shift of production volumes
outside Europe
= Energy sector
» Energy efficiency improvement in electricity generation by fuel (gas...)

= Enhanced penetration of more efficient power plants: more efficient fossil
power plants (in particular gas plants), enhanced penetration of
renewables into electricity generation

» Reduction in the demand for electricity across ALL sectors due to the
integration of CO, prices in into electricity prices

= Change in the dispatch of power plants —
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Methodology industry sector
and use of Odyssee Indicators

Fuel efficiency improvements in industry branches concerned by EU ETS

» Methodology: “Opposite” of ESD ODEX for industry by country. Energy
efficiency index for individual concerned branches/products (steel, cement,
paper, glass). Determination of counterfactual from period before 2005.
Sensitivity with respect to period. CO, conversion factors from Odyssee (for
whole branch; not available for ETS alone). Comparison with emissions from
emission register

Electricity efficiency improvements in ALL industrial branches due to the
integration of CO, prices in into electricity prices

» Methodology: Electricity ODEX for industry by country? Determination of
counterfactual from period before 2005.

Enhanced fuel shift towards less CO,-intensive fuels: more natural gas and
electricity; increased penetration of renewables in ETS-Industries

» Methodology: Fuel mix for industry by country. Determination of
counterfactual from period before 2005.

Reduction in production volumes (due to the shift of production volumes
outside Europe >>> Analysis of foreign trade required. Elasticities for the
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Methodology energy sector
and use of Odyssee Indicators

» Methodology: Transformation sector-ODEX? (Primary energy ODEX
contains also final energy developments). Power plant efficiency information
by country.

» Methodology: Transformation sector-ODEX? (Primary energy ODEX
contains also final energy developments). Power plant mix information by
country.

» Reduction in the demand for electricity across ALL sectors due to the
integration of CO, prices in into electricity prices

» Methodology: Electricity ODEX for all sectors by country. Determination of
counterfactual from period before 2005.

= Change in the dispatch of power plants
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EU27: Development of ODEX

Energy efficiency index of industry (odexman)
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Fuel shares industry EU-27
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Development of (gross) power plant
efficiency in Germany
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