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Directorate-General Climate Action
Unit B.1 — Implementation of ETS
Avenue de Beaulieu, 24
B-1049 Bruxelles
Belgium
E-mail: clima-ets-structuralmeasures@ ec.europa.eu

Madrid, 28th of February 2013

Ref: Answer to the consultation on structural optiams to strengthen the EU Emissions
Trading System — by Unicobretransparency register nr. 38429435750-97

Dear Sir/Madam,

Unicobre is the Madrid-based Spanish Copper Feaderatepresenting the Spanish basic
copper industry. Unicobre hereby submits its reacto the consultation on structural options
to strengthen the EU Emissions Trading System. dlm& is a registered organisation in the
transparency register (nr. 38429435750-97).

As there is no formal questionnaire in the stakadwolconsultation request, our reaction
consists of this letter and the attached positiapep. Although the Commission carbon
market report is listed as background documentcabre stronglyeels a ETS review needs
to bring a structural solution to EU’s competitive position. We have therefore looked
beyond the carbon pricing issues, and proposemptioaddition to those listed in the carbon
market report.

The options listed in the carbon market report wiilly provide a quick fix for EU ETS by
tightening the market balance. To avoid similavadibns later on, the EU ETS needs deep
structural reform, and Unicobre calls upon the paem Commission and member states to
allow sufficient time for a proper and informed dé&bon real structural refor, focusing on the
structure of post-2020 ETS.

The EU ETS functions well as a trading market dradoal of reducing GHG emissions by
20% by 2020 compared to 1990 level is met. Optionsghten the EU ETS market should
only be considered for the next trading periodréZt@20 on the basis of a global agreement on
the UNFCCC in December 2015.

It is our belief that a functioning cap and tragestem isthe most cost-effective tooko
reduce Europe’s industrial GHG emissions, and theEES must remaia key instrument
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of the EU climate policy. However, we very much bbthan a global climate agreement will
assure a homogeneous global carbon cost and a péaghg field. All other emissions
trading systems world-wide are, in most casesgdesi as stand-alone systems with a strong
in-built protection of domestic industries. LinkigTS to other carbon schemes therefore
requires scrutiny to ensure symmetry and recipyaniterms of privileges and burdens on the
industry on a global scale.

Relying on the expectation that an internationaéament would solve the problem, EU ETS
was designed without any alternative planning wattequate long-term carbon leakage
prevention measures. Consequently the Europearfenmus metals industries, as well as
other energy intensive industries in Europe, arev fighting for their survival, carrying
significant extra cost burdens in carbon and enempts. “Back-loading” and other ad hoc
measures to tighten the balance of the EUA mavkiéitexacerbate the problems for industry
without rectifying the weaknesses of the EU ETSicObre sees the need for structural
reform and will support such processes, but onthély also include measures to adequately
protect Europe’s industrial competitiveness.

EU climate policy should be aligned with the Consiog’s goal ofincreasing industry’s
share in the EU GDPto 20 % by 2020. In the absence of global emispititing, and in a
context of worldwide competition for our industrgcsor, continued industrial presence and
further investment in Europe would require predttalong-term compensation at higher
levels than now. Furthermore, all compensation allatation of free allowancesust be
linked to actual production output andintegrated into the ETS system.

The present low EUA prices are however only a sympin of the issues at hand: the EU
ETS has to be redesigned, together with the renlewabergy schemes and the energy
efficiency tools, in order to fit its new role asregional system with loose links to other
systems worldwide. A more flexible supply system dlowances with a much longer time
horizon has to be devised. Such system shoulditateaccount the effect of supplementary
climate action and the availability of unused akkmwes, to a certain extent adapting supply to
demand, of course without jeopardising the intggyftthe ETS cap.

The report issued by the Commission to deal with these issoagains a brief analysis, and
mentions some of the options for ETS reform. Thelysis is incomplete, lacking a
discussion of both the effects of complementarycped and the competitiveness challenges
for European industry. The present input from tleen@ission is thereformadequateas a
basis for a discussion of the content of structtefdrm:

* The main objective is tightening the EUA balance, ¢uring the symptoms.

* None of the options on the list will change theisture of EU ETS.

 The setting of targets for the post-2020 periodsueng visibility for long term
investments, should be part of a comprehensivemefackage.

We therefore urge the Commission to:

! The state of the European carbon market in 2012, COM (2012) 652 final, November 2012
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* Issue aroadmap and a timetablertal structural reform,

» Start the process by commissioningdepth analysis along the whole value chajrand

» Take the time required to conducstakeholder consultation

The present hearing should be seen as a firstopnalry step in the reform process.

Kind regards,

Diego Garcia Carvajal
Director
(diego.carvajal@unicobre.org.es)
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