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EuI.FI Lime, an essential product
) e for a number of EU sectors
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CEL LR The Lime production process
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« The production of 1 tonne of lime generates 1 to 1.6 tonne of CO,

» 2/3 of CO, emissions come from the decarbonation of limestone: i.e. “process CO,”
» 1/3 of CO, emissions comes from the fuel combustion: i.e. “combustion CO,”
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L Eull The most exposed industry

I:I Allocation dependent (direct) CO, costs / GVA
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Dynamics of EU ETS Competitiveness Impacts
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Source: Hourcade et al. (2008) Differentiation and Dynamics of EU ETS Competitiveness Impacts
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~ElREL  CO, value & Lime costs

Average cost of EU lime production
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Sources: NERA analysis of data provided by

EuLA member companies

Note: Assumes a CO, price of €30/tCO,
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~ EulA =" CO, costs of Lime production are
currently not passed through to prices

Association

EU lime production cost and prices (2003-2006)
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« Lime prices have risen with
higher fuel costs
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Sources:

Notes:

'+ However, prices did not rise
with CO, costs in 2005-6

« Fuel costs are global, CO,
costs are EU-specific

 Fuel costs are direct costs;
with free allocation CO, costs
2006 are opportunity costs

NERA calculations based on data from PointCarbon,
EuLA member companies, Eurostat, Platts, McCloskey
Calculations do not account for all factors that could
affect prices, but are based on 2006 production cost
data and historic fuel and CO, prices.



~ EulR .. CO, Costs compared
to Transport Costs
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Sources: NERA calculations based on data from EuLA member companies and literature survey of shipping costs.

Notes:  Assumes CO, price of €30/tCO,. The first four bars show the average cost for quartiles of EU volumes
produced. Non-EU production cost are assumed to be €45/t lime, a central estimate based on limited data
provided by EULA member companies. Transport costs are estimates to EU border and not varied by EU region.

* A CO, price of €30/tCO, could make economic supply of
lime from several non-EU regions.
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Sea transport for minimum 5.000 T ships
Freight cost are for pebble lime
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Sea transport costs
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Sea transport for between 5.000 to 10,000 T ships - — - .
| Freight cost are for pebble lime . ;
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Sea transport costs
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Sea transport for 10,000 T ships
| Freight cost are for pebble lime

L
B -

Legend

| ® Lime Plant

| Legend Harbors

| § Warsellle

.. Dunkergue & Rotterdam
1,500 3,000

| @ Ketka
1

| Legend Transport Limit
50 EURSt

| w— Marseille

| = pynkergue & Rotterdam

s —
Crmslion Tile - I3 B0 2007

| — otk




Road transp ort costs

]

E m European
me
Asspc ation

500
kilometers

Legend

#* Lime Plant
Legend
Road Transport Limits

20 EURR

30 EUR#R

40 EURR

=) EURA



* * %
x *
r * European
* Lime

L BN Association

g

500
kilometers

Legend

#* Lime Plant
Legend
Rail Transport Limits

20 EURR

30 EUR#R

40 EURR

=) EURA



* X %
* *
>* *
*

*

— Total CO, costs =
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abatement cost + purchase of allowances

CO: allowances (tonnes)

Allocation of allowances to the lime sector according to the provisions

under Art 10 a of EU ETS proposal

30,000,000

25,000,000
. ", best kilns

20,000,000 ¢ (sector correction)

emissions reductions

15,000,000
2013 2014 2015 2016 2017 2018 2019 2020 At 10 a

Year

Estimated total allowances available
according to EU ETS provisions

Amount of technically feasible CO,

mm=  Total allowances required according to

EuLA's Global Allocation BM
= =1 Breakthrough Technologies
“EER == Total allowances required when
considering a BM based on the 10%

Additional CO, allowances shortage
w w w w w w w required by the provisions set under
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~ EulR ., In Summary

* Based on collection of data’s by an independent party:
» Cost structure in EU
» Market value in Europe
» CO, cost
» Transportation cost

» Cost of production in countries without comparable carbon constraints

Carbon leakage is related to the gap between
Production Costs in the EU including CO, costs

and

Production Costs of products imported from outside the EU incl.
transport costs
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Thank you for your attention

For more information
Please contact
EuLA c/o IMA-Europe

26 Rue des Deux Eglises, 1000 Brussels
Tel: +32 2 210 44 10 - Fax: +32 2 210 44 29
E-mail : secretariat@ima-europe.eu
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