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Thelegal process

e Commission Green Paper in March 2000
e Commission Proposal in October 2001
® 1= reading EP in October 2002

e Common position Coungcil in December
20002

® Directive likely teibe fimalised 1n 2003

* X %
*

**w:* What is at stake with ET?

® Set-up of an architecture

® to facilitate development ofi the largest cap
and trade proegramme world-wide

® [0 proevide Eurepean bhusiness with a tool
fior lew-cest compliance

® that may ofifier alluepiint fior
international emiissienstrading/ other
doemestiic sehemes
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T he Common Position in the
Environment Council

December 2002

What isacommon position?

® Agreement between all Member States
® based on Commission’s proposal

® and taking inte account EP"s/1st reading
® (riggering time limits fior final agreament

Final text of the Directive, I EPP does not re-
tabledsi reading amendments
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What happens now?

® EP decides by an absolute majority whether to
amend the Common Position

® |f Council accepts EP’s amendments, Common
Position (asamended) isfinal

e i Council reects EP's amendments, conciliation
decides the finall compromise

Einal architecturerns predictable eneugh fior
natienal implementaiion planstesiart!

Key design features

® Timing

® Participation and coverage

® Allocation (method and quantities)
e Compliance

® | inkage andlproject mechanisms
® | echinical mirastructure

® \Viaker erganisaien
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Timing

® T hree-year mandatory “warm-up” phase
from 2005 to 2007
Olearning:by-doing
o special provisions (temporary and conditional
exclusion clauseiior certain installations and
activities)
® Eive-year mandatery Kyoele phasefiron
2008102012

oI paraliewithintematienal (Kyote) Elf

* X %
*

...+  Participation and coverage

® Harmonised and consistent coverage of five
maj or dewnstream sectorswith threshoelds

O power, heat and steam generation (including
crackers); oil refineries; iron and steel; pulp and
paper; buildings materials (cement etc.)

® Start with carboen diexide
o EC reviewshy end 2004 & mid-2006te lleok
at Iiclusion eff ether sectors/gases;

o Limitediunilateral imelusien in 2005 (lae e,
thrresnelds), wider (el other gases) in 2008
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+  The pooling concept

Deviation from the installation-based approach

® Viember State may allow group of
installationsiin a sector to form a pool

® handingover allewancestoa trustee
® thetrustee takesover all abligatiens
® Except moenitering and reporting ehligations

remain with theilnsiallation;, asidees|iabiiity
[iFthetrusies dees net deliver

* X %
*
*

“.«+ Allocation method

@ Harmonised method in the “warm-up”
phase
O Allecation 100% free of charge

® Decision taken now on method fior 2008
1012012

offiree ol charge allecation of at least 90 %,
Miember States may auction up: te 10%

o EC review inmid-2006ite ok at further
harmonisation
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Quantities and allocation criteria

® I n national allecation plans, Member
States propose quantitiesto be allocated
in acecor dance with common criteriia

O transparency: scrutiny and comments by the public,
companies, EP and other Member States

O scrutiny by the Commission, andl petentiall rejection it
criterianot ehserved

e Overalll guantities arelimited by requirement
fior therete /e consistency with commen criterna
(Incl. natienal Ky/eie targets) and stateaid rules

Compliance

e Financial penalties of €100/ tonne with a
lower level of €40 /tonnein thefirst period

® Plusthe ebligation to offiset emission
reduction In the subseguent year

® Publication efi nanes 6ff operaters Whe are
Nl breach off reguirement teisurrender
sufificient allewancesi(*“ nanieand shame™)
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L inkage and proj ect mechanisms

® L ink to other emission trading schemes by
bilateral agreements between the EC and
other Kyoto Protocol Annex B Parties

o L ink to Kyotoe preject mechanismsi(Jil and
CDM) teibe made throughia separate
propoesal; inclusien desired by 2005

O Prepesal currently: under preparation) to he
adoepted by co-decision e EP and Council

M ar ket organisation

® Banking from pre-phase into Kyeto phase
to bedecided at the national level

® Norestrictionson purchasing / holding of
allewances

® \No provision on how: and Wher e to effiect
LFaRSACHIeNS
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2001

* X %
* *

%..+ st reading EP

® Extend scope to chemicals and aluminium
e Allow for unilateral opt-in from the start

® Miandatery part auction 15 % in both
periods

o Set allecation limit per Member State

e Certain changesin Annex Il eriteria

® NG linking te preject creditsin first period
o Nonuclear and sinks crediits

Preparing for Iimplementation
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... National implementation

® Transposition by end 2003
® MStodecide on banking 2007 into 2008
® MISte decide on treatment of new entrants

® VIS to decide on treatment of plant
closures

® Permitting|precess

* X %
*
*

.. National allocation plans

® Statement of intent how many allowances
to be allocated fior 2005 te 2007 in total
and per installation

® Firsi plansareduein Miarch 2004

o Commissien willfpreduce guidance en
Implementation o Annex liFcriteria oy,
encd 2003
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Monitoring and reporting

® Principles established in Annex tothe
Directive

® Guidélinestobe adopted by September
20008

e Commission work iswelllunderway.

Allowance registries

® M'S establish national registries

e Central Adminisirator at EU level
maintains transaction|log

o Regulation will'lay down greund-rules...
® ... and isin preparation
o Compatiility with Kyeio registry,

11
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Conclusions

® Rule-making processis approaching final
stage
® Focus shiftste implementation work

® Resource-intensive establishment of the
cap-and-tradeinfirasiructure

® leaming-hy-doing:

Commission Climate Change Homepage

hitp://eurepa.eu.int/comm/envirenment/clim
at/heme.en.htm
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