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Reminder Art.1 of ETS Directive

 Reductions of greenhouse gas emissions in a cost-effective
and economically efficient manner [...] so as to contribute to
the levels of reductions that are considered scientifically
necessary to avoid dangerous climate change.
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Reminder Art.9: each trading phase counts
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Free allocation to avoid carbon leakage:
not fit for a highly doubtful purpose

“...the threat of leakage to countries outside the EU has sometimes
been exaggerated in lobbying conducted by vested interests. We do
not accept that it poses an imminent threat to EU industry, except in
a small number of sub-sectors.” UK House of Commons (2012)

“During the first two phases of EU ETS, the chemical, oil and steel
sectors alone may have made windfall profit amounting to some €14
billion” CE Delft (2010)

‘the European Commission[’'s way] to assess vulnerability of firms
and sectors to negative competitiveness effects is ill defined and
there is potential for market distortions” Anderson et al., Centre for
Economic Performance, LSE (2011)
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Situation of key industrial sectors vis-
a-vis EU ETS criteria (© Quirion)
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Japan industry unites against carbon tax
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By Kim Yoo-chul
Staff reporter

SEOGWIPO, Jeju Island — A key
business lobby has called for the
government to delay the introduction
of a carbon tax as the new policy may
hurt business activities

"Introducing the cap-and-frade in the
form of a carbon tax policy is too

teet dedi nas Tasedt Pea irom e Greens, ¢ e premature. It would be better to take
STEEL makers and manufacturers have emerged as key winners under a $9 2 bdlion action after fully investigating moves
compensation package for ndustnes affected by the carbon tax
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A global level playing field?

Industry views on South African carbon tax:

“...we believe it would be unwise for government to begin
introducing a carbon tax”
Industry Task Team on Climate Change

“...hoping to ...qualify for higher exemptions and...engage with the
government on proposals currently on the table”
ArcelorMittal CEO Nonkululeko Nyembezi-Heita

"It will have consequences for our growth and job creation and we
need to compensate for that *
Energy Intensive User Group
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Assumptions during previous comitology process are
significantly outdated, 2009 impact assessment obsolete

EU assumed:

1. Strong ETS market with carbon price €30/t, international offsets
at comparable price

2. Strict benchmarks implying that 60% of emissions of industrial
sectors would be above the benchmarks, leading to higher
proportion of auctioning assumed

3. Trade intensities calculated as if no linkages with EU ETS (all
trade to non-EU27)
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Recalibration exercise (© CE Delft, 2013)

Allocation 2013-2014 Potential allocation post 2015
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Conclusion

Even arevived ETS (incl. backloading) does not entail a
significant risk of carbon leakage that would justify the majority
of pollution permits to be distributed for free

Carbon leakage is much less of an issue when prices of EUA are
low and assumptions used during comitology of 2009 are outdated

More realistic assumptions for these variables show that free
allocation to industry needs to be drastically reduced

A new impact assessment with correct parameters is required to
guide the development of the New Carbon Leakage list in 2014

Pressing need for structural ETS reforms that generate adequate
pollution price signal
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Further reading

CE Delft (2013):Carbon leakage and the future of the EU ETS market



http://www.cedelft.eu/art/uploads/CE_Delft_7917_Carbon_leakage_future_EU_ETS_market_Final.pdf
http://www.cedelft.eu/art/uploads/CE_Delft_7917_Carbon_leakage_future_EU_ETS_market_Final.pdf
http://www.parliament.uk/business/committees/committees-a-z/commons-select/energy-and-climate-change-committee/inquiries/eu-emissions-trading-system/
http://www.parliament.uk/business/committees/committees-a-z/commons-select/energy-and-climate-change-committee/inquiries/eu-emissions-trading-system/
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http://www.parliament.uk/business/committees/committees-a-z/commons-select/energy-and-climate-change-committee/inquiries/eu-emissions-trading-system/
http://www.parliament.uk/business/committees/committees-a-z/commons-select/energy-and-climate-change-committee/inquiries/eu-emissions-trading-system/
http://www.parliament.uk/business/committees/committees-a-z/commons-select/energy-and-climate-change-committee/inquiries/eu-emissions-trading-system/
http://www.parliament.uk/business/committees/committees-a-z/commons-select/energy-and-climate-change-committee/inquiries/eu-emissions-trading-system/
http://www.parliament.uk/business/committees/committees-a-z/commons-select/energy-and-climate-change-committee/inquiries/eu-emissions-trading-system/
http://www.parliament.uk/business/committees/committees-a-z/commons-select/energy-and-climate-change-committee/inquiries/eu-emissions-trading-system/
http://www.parliament.uk/business/committees/committees-a-z/commons-select/energy-and-climate-change-committee/inquiries/eu-emissions-trading-system/
http://www.parliament.uk/business/committees/committees-a-z/commons-select/energy-and-climate-change-committee/inquiries/eu-emissions-trading-system/
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