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(QWUHSULVHV� IRU� WKH�(QYLURQPHQW�ZHOFRPHV�WKH�RSSRUWXQLW\� WR�SUHVHQW� LWV�FRPPHQWV�RQ� WKH�*UHHQ�3DSHU�RI
WKH�&RPPLVVLRQ�RQ�*+*�HPLVVLRQV�WUDGLQJ��:H�KDYH�DSSUHFLDWHG�WKH�WKRURXJKQHVV�RI�WKH�SDSHU�DQG�IRXQG
WKH�TXHVWLRQV�UHOHYDQW�

*(1(5$/�&200(17

,Q� D� VFKHPH� PDNLQJ� XVH� RI� WKH� SRVVLELOLW\� RI� WUDGLQJ� HPLVVLRQ� FUHGLWV� �RU� SHUPLWV�� WKH� GLIILFXOW� DQG
FRQWURYHUVLDO�SDUW�LV�WKH�GHILQLWLRQ�RI�HPLVVLRQ�WDUJHWV�IRU�HDFK�VHFWRU�RI�WKH�HFRQRP\��WKHQ�LQ�PRUH�GHWDLO
IRU�HDFK�DFWRU�RI�WKH�UHOHYDQW�HFRQRPLF�VHFWRU�

(DFK�0HPEHU�6WDWH�EHLQJ� FRPPLWWHG� WR� D� QDWLRQDO� WDUJHW� DQG�EHLQJ� UHVSRQVLEOH� IRU� FRPSOLDQFH� WR� LWV
FRPPLWPHQW�� WKH� UHVSRQVLELOLW\� RI� �VKDULQJ�� HPLVVLRQ� DOORZDQFHV� OLHV� FOHDUO\�ZLWK� HDFK�0HPEHU�6WDWH�
7KH�VKDULQJ�RI�HPLVVLRQ�DOORZDQFHV��RU�WKH�GHILQLWLRQ�RI�WDUJHWV��IRU�HDFK�PDFURHFRQRPLF�VHFWRU��HQHUJ\�
LQGXVWU\�� WUDQVSRUW�� DJULFXOWXUH�� KRXVLQJ�� GHSHQGV� ODUJHO\� RQ� HDFK� 6WDWH� HFRQRPLF� SROLF\� DQG� VWDUWLQJ
VLWXDWLRQ
��,QVLGH�D�VHFWRU�OLNH�LQGXVWU\��WKH�QDWLRQDO�VLWXDWLRQ�RI�HDFK�0HPEHU�6WDWH�LV�TXLWH�GLIIHUHQW�DQG
D�FRPPRQ�DOORFDWLRQ�V\VWHP�VHHPV�GLIILFXOW�WR�DFKLHYH�

,Q�VKRUW��DOORFDWLQJ�HPLVVLRQV�LV�D�UHVSRQVLELOLW\�RI�WKH�0HPEHU�6WDWH��DV�ZHOO�DV�PRQLWRULQJ�DQG�HQVXULQJ
FRPSOLDQFH�E\�DOO�WKH�HQWLWLHV�XQGHU�LWV�DXWKRULW\��7KLV�LV�D�FRQVHTXHQFH�RI�WKH�QDWLRQDO�HPLVVLRQV�WDUJHW�
ZKLFK�KDV�EHHQ�DFFHSWHG�E\�HDFK�0HPEHU�6WDWH�� )RU� WKH� VDPH� UHDVRQ� WKH�HPLVVLRQV� WDUJHWV� RI� WKH
FRPSDQLHV�VKRXOG�WDNH������DV�WKH�UHIHUHQFH�\HDU�

,Q�RUGHU�WR�UHIOHFW�WKLV�HPSKDVLV�RQ�WKH�IDFW�WKDW�UHGXFWLRQ�WDUJHWV�KDYH�WR�EH�VHW�EHIRUH�HPLVVLRQ�WUDGLQJ
WDNHV�SODFH�DQG�WR�DYRLG�PLVLQWHUSUHWDWLRQV��ZH�ZRXOG�OLNH�WR�VXJJHVW�WKDW�WKH�VFKHPH�XQGHU�GLVFXVVLRQ
EH�UHIHUUHG�WR�DV
�*+*�HPLVVLRQ�UHGXFWLRQ�WDUJHWV�DQG�WUDGLQJ�LQ�HPLVVLRQ�UHGXFWLRQ�FUHGLWV��

7KH� WUDGLQJ� SDUW� RI� WKH� VFKHPH� DSSHDUV� DW� ILUVW� VLJKW� PRUH� VWUDLJKWIRUZDUG� DQG� FDQ� UHO\� RQ� WKH
H[SHULHQFH�JDLQHG�ZRUOGZLGH� LQ�FRPPRGLW\� WUDGLQJ�� ,W� LV�HVVHQWLDO� WKDW� WKH�DFFHVV� WR� WKH�PDUNHW� LV� DV
RSHQ�DV�SRVVLEOH�ZLWKLQ�FOHDUO\�GHILQHG�UXOHV�

L
$V�H[SODLQHG�LQ�WKH�DQVZHU�WR�TXHVWLRQ���RI�WKH�*UHHQ�3DSHU�WKLV� OHDYHV��DQ�HVVHQWLDO�UROH�WR�WKH�(�8�
IRU�� ILUVW� GHILQLQJ� D� JHQHUDO� IUDPHZRUN� IRU� 0HPEHU� 6WDWHV� QDWLRQDO� VFKHPHV� DQG� WKHQ� SURJUHVVLYHO\
FRPSOHPHQW� DQG� LPSURYH� WKLV� LQLWLDO� IUDPHZRUN�ZKLFK�ZRXOG� WKXV� GHYHORS�RYHUWLPH� LQWR� D� IXOO�IOHGJHG
FRPPRQ�VFKHPH��WR�EH�LQWHJUDWHG�ODWHU�LQWR�D�ZRUOGZLGH�V\VWHP�


� 7KHUH�LV��IRU�LQVWDQFH��OLWWOH�LQ�FRPPRQ�EHWZHHQ�WKH�VWDUWLQJ�VLWXDWLRQ��������LQ�WKH�HQHUJ\�VHFWRU�RI�WZR
0HPEHU�6WDWHV� OLNH� WKH�8�.�� DQG�)UDQFH�� 6LPLODU� IXQGDPHQWDO� GLIIHUHQFHV� FDQ� EH� IRXQG� LQ� RWKHU� LQGXVWULDO� VHFWRUV� �FKHPLFDOV�
FHPHQWV�����
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�� (3(�DJUHHV�ZLWK�WKH�JHQHUDO�SUHVHQWDWLRQ�RI�WKH�,QWHUHVW�RI�(PLVVLRQV�7UDGLQJ��(7��

�� (3(� DOVR� DJUHHV� WKDW� LW� LV� HVVHQWLDO� WKDW� HQWLWLHV� �FRPSDQLHV�� EH� DOORZHG� WR� SDUWLFLSDWH� LQ� (7�� 7KLV� LV� D� QHFHVVDU\
FRQGLWLRQ�IRU�WKH�HVWDEOLVKPHQW�RI�DQ�HIILFLHQW�PDUNHW�WKDW�ZLOO�RSHUDWH�ZLWKRXW�SROLWLFDO�LQWHUIHUHQFH�

�� ,Q�RUGHU�WR�DFKLHYH�PD[LPXP�HIILFLHQF\��LW�LV�DOVR�HVVHQWLDO�WKDW�D�&RPPXQLW\�VFKHPH��ZKLFKHYHU�IRUP�LW�PLJKW�WDNH��EH
IXOO\�OLQNHG�WR�WKRVH�RI�3DUWLHV�RXWVLGH�WKH�(�8���$OO�WKH�$QQH[���FRXQWULHV�WR�EHJLQ�ZLWK��

�� :H�DJUHH� WKDW� WKHUH�ZRXOG�EH�FRQVLGHUDEOH� EHQHILWV� LQ� WHUPV�RI� OHDUQLQJ�E\�GRLQJ� LQ� VWDUWLQJ� WKH�RSHUDWLRQ�RI� WUDGLQJ
ZLWKLQ�WKH�(�8��DV�VRRQ�DV�SRVVLEOH��'XULQJ�WKLV�HDUO\�DFWLRQ�SHULRG��EHIRUH�������GLIIHUHQW�DSSURDFKHV�VKRXOG�EH�WHVWHG
DQG�FRPSDUHG�

�� )URP�DQ�LQGXVWU\�SRLQW�RI�YLHZ�ZH�GR�QRW�VHH�DQ\�IXQGDPHQWDO�GLIIHUHQFHV�EHWZHHQ�WKH���JDVHV�DQG�ZH�WKLQN�WKDW�WKH�(7
VFKHPH� VKRXOG� LQFOXGH� IURP� WKH� VWDUW� WKH� SRVVLELOLW\� RI� WUDGLQJ� HPLVVLRQ� SHUPLWV� RU� FUHGLWV� UHODWHG� WR� WKH� �� JDVHV
�FRQYHUWHG�LQWR�D�VLQJOH�XQLW�RI�WRQ�HTXLYDOHQW�&2����RU�&���SURYLGHG�WKDW�HPLVVLRQV�FDQ�EH�PRQLWRUHG�DQG�YHULILHG�ZLWK�D
VXIILFLHQW�UHOLDELOLW\��7KLV�UHODWHV�WR�IL[HG�VRXUFHV�IURP�FRPSDQLHV�

7UDGLQJ�ZLWK� WKH� ��JDVHV� DV�ZHOO� DV� WKH� SRVVLELOLW\� WR� WUDGH�ZLWK� WKH� HPLVVLRQ� FUHGLWV� FRPLQJ� IURP� WKH� SURMHFW�EDVHG
PHFKDQLVPV�DUH�LPSRUWDQW�IHDWXUHV�WR�LQFUHDVH�WKH�VL]H�DQG�WKHUHIRUH�WKH�HIILFLHQF\�RI�WKH�PDUNHW�

�� :H�DJUHH�WKDW�WKH�SRWHQWLDO�VDYLQJV�IURP�(7�LQFUHDVHV�ZLWK�WKH�FRYHUDJH�RI�WKH�WUDGLQJ�VFKHPH�
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���4XHVWLRQV���DQG��

:H�DJUHH�WKDW�WKH�VFKHPH�VKRXOG�VWDUW�ZLWK�D�UHODWLYHO\�VPDOO�QXPEHU�RI�HFRQRPLF�VHFWRUV�DQG�VRXUFHV�WKDW�FRQWULEXWH
VLJQLILFDQWO\�WR�WRWDO�HPLVVLRQV��$V�H[SUHVVHG�LQ�RXU�GRFXPHQW������D�FULWHULRQ�IRU�FKRRVLQJ�WKH�VHFWRUV�LQYROYHG�PLJKW�EH
WKH� �FDUERQ� LQWHQVLW\� RI� WKH� DFWLYLW\�� H[SUHVVHG� LQ� WRQV� RI� FDUERQ� HTXLYDOHQW� �7&H�� HPLWWHG� SHU�PLOOLRQ�(XURV� RI� YDOXH
DGGHG��

&RQFHSWXDOO\�ZH�ZRXOG�SUHIHU� WR�KDYH�D�FRPPRQ�HPLVVLRQ� WUDGLQJ�VFKHPH� IRU�D�FHUWDLQ�QXPEHU�RI� VHFWRUV�ZLWKLQ� WKH
(XURSHDQ�&RPPXQLW\��EXW�ZH�IHDU�WKDW�UHDFKLQJ�DQ�DJUHHPHQW�RQ�VXFK�D�VFKHPH�DQG�VXFK�D�OLVW�RI�VHFWRUV�PLJKW�WDNH
WRR� ORQJ�� WDNLQJ� LQWR� FRQVLGHUDWLRQ� WKH� GLIIHUHQW� OHYHOV� RI� LQWHUHVW� VKRZQ� E\� 0HPEHU� 6WDWHV� LQ� (7�� :H� WKHUHIRUH
UHFRPPHQG�WKDW�GLIIHUHQW�QDWLRQDO�(7�VFKHPHV�VWDUW�WR�RSHUDWH�DV�VRRQ�DV�SRVVLEOH��LQ�WKH�SHULPHWHU�WKH\�FKRRVH��HDFK
PDLQWDLQLQJ�WKH�QHFHVVDU\�IOH[LELOLW\�WR�MRLQ�LQ�D�(XURSHDQ�VFKHPH�DV�VRRQ�DV�LW�VWDUWV�WR�EH�RSHUDWLRQDO�

���4XHVWLRQ��

$�FRPPRQ�XQLTXH�(7�VFKHPH�LQ�WKH�(�8��LV�FOHDUO\�DGYDQWDJHRXV�LQ�WHUPV�RI�HFRQRPLF�HIILFLHQF\��$V�VXFK�LW�VKRXOG�EH
D�JRDO��%XW� LW�VKRXOG�QRW�EH�D�SUH�UHTXLVLWH�EHFDXVH� WKH� WLPH�VSHQW�RQ�GLVFXVVLRQV�ZLOO� EH�EHWWHU�XVHG� LQ� OHDUQLQJ�E\
GRLQJ�

$V�D�FRQVHTXHQFH�ZH�ZRXOG� UHFRPPHQG�GHILQLQJ�D�JHQHUDO�(XURSHDQ� IUDPHZRUN�VWDWLQJ� WKH�HVVHQWLDO� UHTXLUHPHQWV
WKDW�PXVW�EH�VDWLVILHG�E\�D�QDWLRQDO�VFKHPH�RI�DQ�(�8��0HPEHU�6WDWH�LQ�RUGHU�WR�EH�UHFRJQL]HG�E\�WKH�(�8��&RPPLVVLRQ
DQG�DQ\�RWKHU�0HPEHU�6WDWH�

7KH� &RPPLVVLRQ� ZRXOG� FDUHIXOO\� ZDWFK� WKH� GLIIHUHQW� QDWLRQDO� VFKHPHV� EHLQJ� SXW� LQ� SODFH� DQG� PDNH� XVH� RI� WKHVH
H[SHULHQFHV�WR�SURJUHVVLYHO\�FRPSOHPHQW�DQG�LPSURYH�WKH�LQLWLDO�IUDPHZRUN�ZKLFK�ZRXOG�WKXV�GHYHORS�RYHU�WLPH�LQWR�D
IXOO�IOHGJHG� FRPPRQ� VFKHPH�� QRWZLWKVWDQGLQJ� WKH� IDFW� WKDW� QDWLRQDO� GLIIHUHQFHV� PLJKW� UHPDLQ� GXH� WR� SDUWLFXODU
VLWXDWLRQV�

���4XHVWLRQ��

7KH�SRWHQWLDO�VDYLQJV�IURP�DQ�(7�VFKHPH�LQFUHDVHV�ZLWK�LWV�FRYHUDJH��7KHUHIRUH�LQGLYLGXDO�0HPEHU�6WDWHV�VKRXOG�EH
DOORZHG�WR�LQFOXGH�DV�PDQ\�VHFWRUV�DV�WKH\�ZLVK��6LQFH�WKH�*RYHUQPHQW�RI�WKHVH�0HPEHU�6WDWHV�UHPDLQV�UHVSRQVLEOH
IRU� LWV� RZQ� HPLVVLRQV� DQG� JXDUDQWHHV� WKH� WUXVWZRUWKLQHVV� RI� WKH� SHUPLWV� �RU� FUHGLWV�� DOORFDWHG� WR� HQWLWLHV� XQGHU� LWV
DXWKRULW\��WKLV�JXDUDQWHH�VKRXOG�DXWRPDWLFDOO\�UHQGHU�WKH�SHUPLWV��FUHGLWV��WUDGDEOH�

����$OORFDWLRQV

$V� H[SUHVVHG� LQ� RXU� GRFXPHQW� ���� ZH� VWURQJO\� EHOLHYH� WKDW� WKH� EHVW�� PRVW� HIIHFWLYH� DQG� IDLUHVW� ZD\� RI� DOORFDWLQJ
DOORZDQFHV� LV� WR�VHW� WDUJHWV�EDVHG�XSRQ�D�FHUWDLQ�QXPEHU�RI� FULWHULD� �LQFOXGLQJ�EHQFKPDUNV�ZKHQ�DYDLODEOH���&UHGLWV
ZRXOG�EH�LVVXHG��RU�SHUPLWV�ZRXOG�KDYH�WR�EH�ERXJKW��DIWHU�FRPSDULQJ�WKH�DFWXDO�HPLVVLRQV�WR�WKH�WDUJHW�RI�WKH�HQWLW\�

���



0HPEHU� 6WDWHV� VKRXOG� EH� DEOH� WR� FKRRVH� WKHLU� DOORFDWLRQ� PHWKRG�� )UHH� DOORFDWLRQ� RI� DOORZDQFHV� RU� FUHGLWV
V\VWHPV�VKRXOG�EH�DOORZHG��,W�LV�WKH�OD[LW\�RI�WKH�REMHFWLYHV��RU�WDUJHWV���LI�DQ\��WKDW�VKRXOG�EH�FRUUHFWHG�LQ�WKH
QH[W�QHJRWLDWLRQ�URXQG��QRW�WKH�DOORFDWLRQ�PHWKRG�

,Q�RXU�YLHZ��WKH�DUJXPHQW�WKDW�D�IUHH�DOORFDWLRQ�RI�SHUPLWV�VKRXOG�EH�DYRLGHG�EHFDXVH�LW�ZRXOG�EH�GHWULPHQWDO
WR� WKH� LQGXVWULHV� RI� D� 0HPEHU� 6WDWH� ZKLFK� ZRXOG� DXFWLRQ� WKHP�� DQG� ZRXOG� WKXV� UXQ� FRXQWHU� WR� WKH
HVWDEOLVKPHQW�RI�D�OHYHO�SOD\LQJ�ILHOG��GRHVQ
W�VHHP�WR�VWDQG�XS�SHU�VH��,I�D�OHYHO�SOD\LQJ�ILHOG�LV�WKH�REMHFWLYH��LW
VKRXOG� LQGHHG�EH�DOVR� �OHYHO�� YLV�D�YLV�QRQ�DQQH[���FRPSHWLWRUV�� ,I�QHYHUWKHOHVV�D�0HPEHU�6WDWH�SUHIHUV� WR
DXFWLRQ�SHUPLWV�FRQWUDU\�WR�WKH�FRPSHWLWLYHQHVV�RI� LWV�RZQ�LQGXVWU\��ZK\�VKRXOG�WKH�RWKHU�6WDWHV�EH�IRUFHG�WR
IROORZ�WKLV�FKRLFH�"

:H�DUH�FRQYLQFHG�WKDW�D�V\VWHP�EDVHG�RQ�WDUJHWV��RU�EDVHOLQH��DQG�FUHGLWV�KDV�TXLWH�D�IHZ�DGYDQWDJHV�RYHU
WKH�DOORZDQFH�DOORFDWLRQ�V\VWHP���,W
V�HDVLHU�WR�H[SODLQ�WR�WKH�JHQHUDO�SXEOLF�� ,W
V�DOVR�PRUH�FRKHUHQW�ZLWK� WKH
WZR�RWKHU�.\RWR�PHFKDQLVPV��-�,�DQG�&'0�

����1HZ�HQWUDQWV

7KH�FDVH�RI�QHZ�HQWUDQWV��DQG�DOVR�FRQYHUVHO\�RI�WKH�FORVLQJ�GRZQ�RI�IDFLOLWLHV��LV�HDVLO\�GHDOW�ZLWK�LQ�WKH�FDVH
RI�EXVLQHVV�VHFWRUV�ZLWK�XQLW�WDUJHWV��SURYLGHG�WKH�XQLW�REMHFWLYHV�RI�QHZ�HQWUDQWV�DUH�VHW�DW�WKH�EHVW�DYDLODEOH
WHFKQRORJ\� OHYHO�� ,Q� WKH� FDVH� RI� DEVROXWH� WDUJHWV�� VSHFLDO� SURYLVLRQV� KDYH� WR� EH� EXLOW� LQ� RUGHU� WR� PDLQWDLQ
HTXDOLW\�RI�WUHDWPHQW�EHWZHHQ�QHZ�HQWUDQWV�DQG�H[LVWLQJ�HPLWWHUV�

����4XHVWLRQ��

7KH�LGHD�LV�JRRG���EXW�LW�ZRXOG�SURYH�WR�EH�WRR�GLIILFXOW�D�WDVN�
:H�ZRXOG�RQO\� UHFRPPHQG� WKDW�DOO�0HPEHU�6WDWHV�VKRXOG�H[SODLQ� WR� WKH�&RPPLVVLRQ�DQG� WR�RWKHU�0HPEHU
6WDWHV�KRZ�WKH\�KDYH�DOORFDWHG�WKHVH�DOORZDQFHV�DQG�JLYH�WKH�UHDVRQV�IRU�WKHLU�FKRLFHV�

����4XHVWLRQ��

��� $Q�DJUHHPHQW�DW�&RPPXQLW\�OHYHO�RQ�WKH�ZD\�WR�DOORFDWH�DOORZDQFHV�WR�LQGLYLGXDO
FRPSDQLHV�LV�SUREDEO\�RXW�RI�UHDFK�LQ�D�UHDVRQDEOH�WLPH�IUDPH��$V�VWDWHG�LQ�RXU�DQVZHU
WR�TXHVWLRQ����ZH�UHFRPPHQG�WKDW�JHQHUDO�UXOHV�EDVHG�RQ�WKH�UXOHV�RI�WKH�7UHDW\�EH
SURSRVHG�E\�WKH�&RPPLVVLRQ��DOORZLQJ�DV�PXFK�IUHHGRP�RI�FKRLFH�DV�SRVVLEOH�

����5HODWLRQ�ZLWK�WHFKQLFDO�UHJXODWLRQ

)RU� JUHHQKRXVH� JDVHV� WKH� HPLVVLRQV� WUDGLQJ� FRQFHSW� LV� FRQWUDU\� WR� WKH� WHFKQLFDO� UHJXODWLRQ� DQG�RU� %$7
FRQFHSWV�DQG�WKH�WZR�VKRXOG�EH�NHSW�DSDUW��VLQFH�FRPSDQLHV�VKRXOG�EH�DEOH�WR�FKRRVH�EHWZHHQ�LPSOHPHQWLQJ
%$7�RU�EX\LQJ�SHUPLWV�

����(QYLURQPHQWDO�DJUHHPHQWV

,Q�(3(
V�YLHZ��YROXQWDU\�QHJRWLDWHG�DJUHHPHQWV�ZLOO�EH�WKH�PRVW�HQYLURQPHQWDOO\�HIILFLHQW�WRRO�IRU�HVWDEOLVKLQJ
HPLVVLRQV� WDUJHWV�� 7KH� QHJRWLDWLRQ�� EDVHG� RQ� D� FHUWDLQ� QXPEHU� RI� FULWHULD�� EULQJV� HTXLW\� LQ� WKH� DOORFDWLRQ
SURFHVV��DV�RSSRVHG�WR�D�VWULFW�JUDQGIDWKHULQJ��7KH�HPLVVLRQV�WUDGLQJ�ZRXOG�WKHQ�EULQJ�HFRQRPLF�HIILFLHQF\�

(3(�FRPSOHWHO\�DJUHHV�ZLWK�WKH�YLHZ�WKDW�HPLVVLRQ�ZLOO�KDYH�WR�EH�YHULILHG�E\�LQGHSHQGHQW�DXGLWRUV�

���



����4XHVWLRQV���DQG��

,Q� D� ILUVW� VWHS�� (7� ZRXOG� RQO\� DSSO\� WR� UHODWLYHO\� ODUJH� VRXUFHV� RI� *+*� DQG� D�PL[� RI� LQVWUXPHQWV� �WD[DWLRQ�� HQHUJ\
HIILFLHQF\�VWDQGDUGV�����ZRXOG�KDYH�WR�EH�DSSOLHG�WR�RWKHU�VHFWRUV�RI�WKH�HFRQRP\��WUDQVSRUW��KRXVLQJ��VKRSV�
����
7KH� HQYLURQPHQWDO� HIILFLHQF\� RI� WKHVH� GLIIHUHQW� LQVWUXPHQWV� FDQ� RQO\� EH� FRPSDUHG� WKURXJK� D� PHDVXUH� RI� WKHLU
FRQVHTXHQFHV�LQ�TXDQWLWLHV�RI�*+*�HPLVVLRQ�UHGXFWLRQV�DQG�DQ�DSSUDLVDO�RI�WKHLU�FRVW�DQG�FRPSHWLWLYHQHVV�HIIHFWV�

����4XHVWLRQ��

,W�VHHPV�WKDW�WKH�FXUUHQWO\�DYDLODEOH�LQVWUXPHQWV�VKRXOG�EH�VXIILFLHQW�WR�DVVHVV�FRPSOLDQFH�E\�WKH�0HPEHU�6WDWHV�ZLWK
WKHLU�FRPPLWPHQWV�XQGHU�WKH�.\RWR�3URWRFRO�DQG�XQGHU�WKH��%XUGHQ�6KDULQJ�DJUHHPHQW��

����4XHVWLRQ���

0HPEHU�6WDWHV�DUH�IXOO\�UHVSRQVLEOH�IRU�FRPSOLDQFH�ZLWK�WKHLU�FRPPLWPHQWV�LQ�WHUPV�RI�*+*�HPLVVLRQV�

0HPEHU�6WDWHV� VKRXOG�DVVXPH� UHVSRQVLELOLW\� IRU� WKH�HQWLWLHV� XQGHU� WKHLU� DXWKRULW\�ZKLFK� WKH\�KDYH�DOORZHG� WR� WUDGH�
7KH\�VKRXOG�WKHUHIRUH�JXDUDQW\�WKH�YDOLGLW\�RI�WKHLU�GXO\�FHUWLILHG�HPLVVLRQ�SHUPLWV�

����)LQDO�FRPPHQW

:H�IXOO\�UHFRPPHQG�WKDW

1DWLRQDO�WUDGLQJ�VFKHPHV�VKRXOG�VWDUW�DV�VRRQ�DV�SRVVLEOH�

1DWLRQDO�WUDGLQJ�VFKHPHV�VKRXOG�EH�LQWHU�FRQQHFWHG�L�H��WUDGLQJ�EHWZHHQ�WKHPVHOYHV�VKRXOG�EH�PDGH�SRVVLEOH�

7DUJHWV�VKRXOG�EH�VHW�RQ�D�QDWLRQDO�EDVLV�IRU�D�QXPEHU�RI�EXVLQHVV�VHFWRUV�DQG�ZLWKLQ�HDFK�VHFWRU�IRU�D�QXPEHU�RI
LQGXVWULDO�FRPSDQLHV��EDVHG�RQ�WKH�VL]H�RI�WKHLU�HPLVVLRQ��WKURXJK�YROXQWDU\�QHJRWLDWHG�DJUHHPHQWV�

7DUJHWV�VKRXOG�EH�VHW�HLWKHU�LQ�DEVROXWH�RU�LQ�VSHFLILF��XQLW��YDOXHV��ZLWK�D�VDIHJXDUG�FODXVH��LI�QHFHVVDU\��LQ�FDVH�RI
XQH[SHFWHG�LQFUHDVH�LQ�SURGXFWLRQ�RU�FORVLQJ�GRZQ�RI�IDFLOLWLHV�

(�8��VKRXOG�HVWDEOLVK�D�JHQHUDO�IUDPHZRUN�IRU�WKHVH�HPLVVLRQV�WUDGLQJ�VFKHPHV�DV�VRRQ�DV�SRVVLEOH�

7KH�WLWWOH�RI�WKH�VXEMHFW�VKRXOG�EH�FKDQJHG�WR��*+*�HPLVVLRQ�UHGXFWLRQ�WDUJHWV�DQG�WUDGLQJ�LQ�HPLVVLRQ�UHGXFWLRQ
FUHGLWV��
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,� %DFNJURXQG

7KH�.\RWR�&OLPDWH�3URWHFWLRQ�3URWRFRO�DGRSWHG�LQ������VDZ�WKH�FUHDWLRQ�RI�WKUHH�SULQFLSOH�HFRQRPLF

LQVWUXPHQWV��WKH�REMHFWLYHV�RI�ZKLFK�DUH�WR�DFKLHYH�FRVW�HIILFLHQW�UHGXFWLRQV�LQ�HPLVVLRQV�RI�JUHHQKRXVH

JDVHV��7KHVH�LQVWUXPHQWV�DUH�HPLVVLRQV�WUDGLQJ��(7���MRLQW�LPSOHPHQWDWLRQ��-,��DQG�WKH�FOHDQ

GHYHORSPHQW�PHFKDQLVP��&'0���)ROORZLQJ�WKH�(8¶V�DGKHUHQFH�IRU�PDQ\�\HDUV�WR�D�³SROLFLHV�DQG

PHDVXUHV´�DSSURDFK��WKH�&RPPLVVLRQ�KDV�QRZ�PRYHG�LQWR�OLQH�ZLWK�WKH�FRQFHSW�RI�HPLVVLRQV�WUDGLQJ��LQ

NHHSLQJ�ZLWK�WKH�LQWHUQDWLRQDO�WUHQG�

,Q�LWV�JUHHQ�SDSHU��WKH�&RPPLVVLRQ�ORRNV�DW�WKH�SRVVLELOLWLHV�RI�HPLVVLRQV�WUDGLQJ�ZLWKLQ�WKH�(XURSHDQ

8QLRQ�DQG�ZDQWV�WR�LQWURGXFH�D�V\VWHP�ZLWKLQ�WKH�&RPPXQLW\�IRU�WUDGLQJ�LQ�HPLVVLRQV�FHUWLILFDWHV�IURP

������7KLV�ZRXOG�EH�LQ�SUHSDUDWLRQ�IRU�D�SRVVLEOH�JOREDO�HPLVVLRQV�WUDGLQJ�V\VWHP��7KH�JUHHQ�SDSHU�RQ

HPLVVLRQV�WUDGLQJ�SURYLGHV�D�ZHOO�IRXQGHG��DQG�HVVHQWLDOO\�QHXWUDO�EDVLV�IRU�GLVFXVVLRQV�ZLWKLQ�WKH

&RPPXQLW\��+RZHYHU��FRPSDUHG�WR�$QJOR�$PHULFDQ�VWDQGDUGV��LWV�GHSWK�RI�DQDO\VLV�LV�PRGHVW��7KH�ZD\

LQ�ZKLFK�DQ�(7�V\VWHP�PLJKW�IXQFWLRQ�ZLWKLQ�WKH�&RPPXQLW\�LV�SUHVHQWHG��DV�ZHOO�DV�WKH�DGYDQWDJHV�DQG

GLVDGYDQWDJHV�RI�GLIIHUHQW�W\SHV�RI�LQVWUXPHQWV��7KH�JUHHQ�SDSHU�RQO\�DGRSWV�D�SRVLWLRQ�RQ�D�IHZ�SRLQWV�

WHQGLQJ�LQVWHDG�WR�SODFH�PDMRU�TXHVWLRQV�DW�WKH�FHQWUH�RI�WKH�GLVFXVVLRQ�

,,� 'HWDLOHG�GLVFXVVLRQ

6HFWLRQ��� *UHHQ�SDSHU�LQ�IDYRXU�RI�ZLGH�VWDNHKROGHU�FRQVXOWDWLRQ

7KH�JUHHQ�SDSHU�VXJJHVWV�WKDW�(7�FDQ�RQO\�ILQG�DFFHSWDQFH�ZKHQ�LW�HQDEOHV�IDLU�FRPSHWLWLRQ�IRU�DOO

FRPSDQLHV�ZLWKLQ�WKH�&RPPXQLW\��+RZHYHU��LI�IDLU�FRPSHWLWLRQ�LV�WR�EH�DFKLHYHG��WKHQ�D�JOREDO�(7�V\VWHP

PXVW�EH�DLPHG�DW��*HUPDQ�LQGXVWU\�WDNHV�WKH�YLHZ�WKDW�VHWWLQJ�XS�D�IDLU�V\VWHP�LQ�SUHSDUDWLRQ�IRU��DQG

LPSOHPHQWDWLRQ�RI��DQ�(7�V\VWHP�LV�HVVHQWLDO��+RZ�WKLV�IDLUQHVV�LV�WR�EH�DFKLHYHG�LV�OHIW�RSHQ�LQ�WKH

JUHHQ�SDSHU�

6HFWLRQ��� :KDW�LV�HPLVVLRQV�WUDGLQJ"

(PLVVLRQV�WUDGLQJ�LV�DQ�LQVWUXPHQW�ZKLFK��ZKHQ�FRUUHFWO\�GHVLJQHG��FDQ�EH�D�FRVW�HIILFLHQW�PHDVXUH�IRU

UHGXFLQJ�&2���DQG�RWKHU�JUHHQKRXVH�JDVHV��+RZHYHU��LW�PXVW�EH�SRLQWHG�RXW�WKDW�WKHVH�PHDVXUHV

VSHFLILFDOO\�SODFH�DQ�HFRQRPLF�EXUGHQ�RQ�KLJKO\�FDUERQ�FRQWDLQLQJ�HQHUJ\�VRXUFHV�FRPSDUHG�WR�RWKHU
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VRXUFHV�RI�HQHUJ\�ZLWK�D�ORZHU�FDUERQ�FRQWHQW��$V�D�UHVXOW��WKLV�FRXOG�OHDG�WR�PDMRU�FKDQJHV�LQ�RXU

HQHUJ\�PL[�RYHU�WKH�PHGLXP�WHUP�

$OORFDWLRQ�RI�HPLVVLRQ�DOORZDQFHV�WR�0HPEHU�6WDWHV�PXVW�QRW�EH�EDVHG�RQ�WKH�&RPPXQLW\¶V�EXUGHQ

VKDULQJ�DJUHHPHQW�DV�D�VWDUWLQJ�SRLQW��IRU�H[DPSOH��3RUWXJDO�ZDV�SHUPLWWHG�WR�LQFUHDVH�LWV�HPLVVLRQV�E\

�����RYHU��������5DWKHU��DOORFDWLRQ�RI�HPLVVLRQ�DOORZDQFHV�PXVW�EH�UH�QHJRWLDWHG�LQGHSHQGHQW�RI

EXUGHQ�VKDULQJ��SDUWLFXODUO\�DV�WKH�ODWWHU�ZDV�DGRSWHG�ZLWKRXW�WDNLQJ�LQWR�DFFRXQW�WKH�QHHG�WR�DFKLHYH�WKH

(8�HPLVVLRQV�UHGXFWLRQ�WDUJHW�LQ�D�FRVW�HIILFLHQW�PDQQHU��$GGLWLRQDOO\��LW�PXVW�EH�SRLQWHG�RXW�WKDW

DOORFDWLRQ�RQ�WKH�EDVLV�RI�EXUGHQ�VKDULQJ�ZRXOG�HIIHFWLYHO\�SXQLVK�WKRVH�HQWLWLHV�ZKLFK�KDG�WDNHQ�DFWLRQ

HDUOLHU�

6HFWLRQ���� 7KH�(8·V�´EXUGHQ�VKDULQJµ�DJUHHPHQW

7KH�&RPPLVVLRQ�DVVXPHV�LQ�LWV�GLVFXVVLRQ�SDSHU�±�DOPRVW��DV�LI�LW�ZHUH�D�IRUHJRQH�FRQFOXVLRQ�±�WKDW

DFWXDOO\�FRPSDQLHV�ZLOO�WUDGH�HPLVVLRQ�DOORZDQFHV��+RZHYHU��WKH�.\RWR�3URWRFRO��DV�DQ�LQWHUQDWLRQDO

WUHDW\�FRQFOXGHG�E\�VWDWHV��VHHV�WUDGLQJ�LQ�HPLVVLRQ�DOORZDQFHV�LQLWLDOO\�DV�VRPHWKLQJ�ZKLFK�ZRXOG�WDNH

SODFH�DW�VWDWH�OHYHO��$FFRUGLQJ�WR�WKLV�ORJLF��LW�ZRXOG�VHHP�PRUH�DSSURSULDWH�IRU�WKH�&RPPLVVLRQ�WR�GHYLVH

D�PRGHO�IRU�VWDWHV�WR�WUDGH�HPLVVLRQ�DOORZDQFHV�EHWZHHQ�WKHPVHOYHV��DV�HQYLVDJHG�E\�WKH�.\RWR

3URWRFRO��)RU�H[DPSOH��LW�LV�FRQFHLYDEOH�WKDW�JRYHUQPHQWV�ZRXOG�ZLVK�WR�RUJDQLVH�(7�EHWZHHQ

WKHPVHOYHV�DQG�WR�FDUU\�RXW�VDOHV�RU�SXUFKDVHV�RI�HPLVVLRQ�DOORZDQFHV�UHODWLYH�WR�WKHLU�VLWXDWLRQ�

&RPPXQLW\�LQWHUQDO�WUDGLQJ�LQ�JUHHQKRXVH�HPLVVLRQ�DOORZDQFHV�VKRXOG�EH�LQFOXGHG�LQ�WKH�OHJDO

IUDPHZRUN�RQ�HPLVVLRQ�WUDGLQJ�XQGHU�$UWLFOH����RI�WKH�.\RWR�3URWRFRO��2QO\�E\�RSHQLQJ�LQWHUQDO

&RPPXQLW\�WUDGLQJ�LQ�HPLVVLRQ�DOORZDQFHV�WR�DOO�$QQH[�%�VWDWHV�FDQ�WKH�UHDO�HFRQRPLF�SRWHQWLDO�WR

UHGXFH�FRVWV�WKURXJK�VXFK�WUDGH�EH�UHDOLVHG��,Q�WKLV�UHVSHFW��WKH�(XURSHDQ�8QLRQ�VKRXOG�DYRLG�JRLQJ�LW

DORQH�ZKHQ�LPSOHPHQWLQJ�WKH�.\RWR�LQVWUXPHQWV�

6HFWLRQ���� $�&RPPXQLW\�HPLVVLRQV�WUDGLQJ�V\VWHP�EHWZHHQ�FRPSDQLHV

7KH�(8�&RPPLVVLRQ��'*�(QYLURQPHQW��DSSDUHQWO\�VHHV�HPLVVLRQV�WUDGLQJ�DW�FRPSDQ\�OHYHO�DV�D

IRUHJRQH�FRQFOXVLRQ��HYHQ�WKRXJK�WKH�.\RWR�3URWRFRO�RQO\�PHQWLRQV�WKLV�SRVVLELOLW\�DW�VWDWH�OHYHO��1R

SURYLVLRQ�H[LVWV�WKDW�HQDEOHV�VWDWHV�WR�IRUFH�FRPSDQLHV�ZLWKLQ�WKHLU�MXULVGLFWLRQ�WR�SDUWLFLSDWH�LQ�(7�

*HUPDQ\�KDV�DGRSWHG�WKH�SULQFLSOH�RI�YROXQWDU\�DJUHHPHQWV�RQ�D�VHFWRUDO�EDVLV�±�DQ�(7�V\VWHP�EURNHQ
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GRZQ�WR�FRPSDQ\�OHYHO�ZRXOG�EH�LQFRPSDWLEOH�ZLWK�WKLV�V\VWHP��6KRXOG�FRPSDQLHV�EH�DEOH�WR�SDUWLFLSDWH�

WKLV�PXVW�EH�RQ�D�SXUHO\�YROXQWDU\�EDVLV�

&2��FDQQRW�EH�UHGXFHG�XVLQJ�ILOWHUV�RU�FDWDO\WLF�FRQYHUWHUV��DV�LV�WKH�FDVH�ZLWK�RWKHU�HPLVVLRQV�VXFK�DV

62��RU�12;���&2��FDQ�RQO\�EH�UHGXFHG�E\�VXEVWLWXWLQJ�RWKHU�VRXUFHV�RI�HQHUJ\��RU�E\�LPSURYLQJ�HQHUJ\

HIILFLHQF\��,QGXVWULDO�SURFHVVHV�GHSHQG�HVVHQWLDOO\�RQ�WKH�XVH�RI�HQHUJ\��)RU�WKDW�UHDVRQ��WKHUH�LV�D�IHDU

WKDW�EUHDNLQJ�(7�GRZQ�WR�FRPSDQ\�OHYHO�ZLWKLQ�D�QDUURZ�PDUNHW�±�L�H��ZKHUH�QR�DGGLWLRQDO�FHUWLILFDWHV

FDQ�EH�SXUFKDVHG�±�FRXOG�KLQGHU�HFRQRPLF�JURZWK��ZLWK�GHWULPHQWDO�UHVXOWV�IRU�MREV�LQ�*HUPDQ\�DQG�WKH

&RPPXQLW\��7KH�HFRQRPLF�JURZWK�RI�LQGLYLGXDO�FRPSDQLHV�PXVW�QRW�EH�KLQGHUHG��HYHQ�WKRXJK�WKLV

LQHYLWDEO\�WHQGV�WR�OHDG�WR�IXUWKHU�&2��HPLVVLRQV��7KHVH�DUH�WKH�DUJXPHQWV�ZK\�ZH�UHMHFW�EUHDNLQJ�GRZQ

(7�WR�WKH�FRPSDQ\�OHYHO��RU�WKH�VHWWLQJ�RI�FRPSDQ\�UHODWHG�DEVROXWH�FDSV�RQ�HPLVVLRQV��)URP�WKH

HFRQRPLF�DQG�HFRORJLFDO�SRLQW�RI�YLHZ��(7�RQO\�PDNHV�VHQVH�DV�DQ�DOWHUQDWLYH�WR�LQYHVWPHQW�PHDVXUHV

ZKHQ�WKH�FRPSDQ\�LQYROYHG�KDV�WKH�VFRSH�IRU�IXUWKHU�WHFKQLFDO�RSWLPLVDWLRQ�LQ�WKH�ILUVW�SODFH��7KLV�ZLOO�QRW

EH�WKH�FDVH�IRU�PDQ\�SODQWV�LQ�*HUPDQ\��DV�D�UXOH��EHDULQJ�LQ�PLQG�WKH�KLJK�OHYHO�RI�HDUOLHU�DFWLRQ�WDNHQ

KHUH��(7�VKRXOG�UHPDLQ�WKH�UHVSRQVLELOLW\�RI�WKH�0HPEHU�6WDWHV��6LJQDWRULHV�WKDW�KDYH�FRPPLWWHG

WKHPVHOYHV�WR�JRDOV�VKRXOG�QRW�GHOHJDWH�WKHLU�UHVSRQVLELOLWLHV�GRZQ�WKH�OLQH�WR�FRPSDQLHV�

6HFWLRQ����� $�´OHDUQLQJ�E\�GRLQJµ�DSSURDFK

(PLVVLRQV�WUDGLQJ�±�DW�OHDVW�RYHU�WKH�ORQJ�WHUP�±�VKRXOG�QRW�EH�UHVWULFWHG�WR�&2��DORQH��&2��UHODWHG

HPLVVLRQV�WUDGLQJ�ZRXOG�ZRUN�OLNH�D�FDUERQ�WD[�DW�WKH�FRPSDQ\�OHYHO��7KLV�PHDQV�WKDW�FRDO�EDVHG

VRXUFHV�RI�HQHUJ\�ZRXOG�EH�SODFHG�DW�D�FRPSHWLWLYH�GLVDGYDQWDJH��DQG�WKH�VXUYLYDO�RI�PLQLQJ�LQ�WKH

(XURSHDQ�8QLRQ�SODFHG�DW�VHULRXV�ULVN��,W�FRXOG�DOVR�UHVXOW�LQ�GLVWRUWLRQV�LQ�FRPSHWLWLRQ�ZKHQ�DQ�ÄXQIDLU³

DOORFDWLRQ�RFFXUV��FI��)HGHUDO�5HSXEOLF�RI�*HUPDQ\�DQG�)UDQFH��D�FDUERQ�EDVHG�YV��QXFOHDU�IXHO

HFRQRP\���,Q�JHQHUDO�LW�LV�WUXH�WKDW�FDUERQ�LQWHQVLYH�VRXUFHV�RI�HQHUJ\�ZRXOG�EH�SODFHG�DW�D

GLVDGYDQWDJH�FRPSDUHG�WR�QRQ�IRVVLO�IXHO�VRXUFHV��LQ�WXUQ�OHDGLQJ�WR�D�FKDQJH�LQ�WKH�HQHUJ\�PL[�RYHU�WKH

ORQJ�WHUP�

6HFWLRQ����� 'HILQLQJ�WKH�UHVSHFWLYH�UROHV�RI�WKH�&RPPXQLW\�DQG�WKH�0HPEHU�6WDWHV

7KH�LQWHUQDO�PDUNHW�PXVW�QRW�EH�MHRSDUGLVHG�E\�&RPPXQLW\�UXOHV�RU�QDWLRQDO�V\VWHPV��$Q\�VXFK�UXOHV

PXVW�VDIHJXDUG�IDLU�FRPSHWLWLYH�FRQGLWLRQV�IRU�FRPSHWLQJ�FRPSDQLHV�DQG�SURGXFWV��DV�ZHOO�DV�EHLQJ

FRPSDWLEOH�ZLWK�LQWHUQDWLRQDO�HPLVVLRQV�WUDGLQJ��'LIIHUHQW�QDWLRQDO�(7�V\VWHPV�VKRXOG�QRW�EH�DOORZHG�WR

DULVH�DPRQJ�LQGXVWULDO�QDWLRQV��UDWKHU�WKH�VDPH�FRQGLWLRQV�PXVW�DSSO\�WR�DOO�SDUWLFLSDQWV��,Q�WKLV�VHQVH�
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VHSDUDWH�V\VWHPV�LQ�GLIIHUHQW�0HPEHU�6WDWHV�ZLWKLQ�WKH�&RPPXQLW\�DUH�FRXQWHU�SURGXFWLYH��FDQ�RQO\

OHDG�WR�WKH�HVWDEOLVKPHQW�RI�GLIIHUHQW�PDUNHW�FRQGLWLRQV�IRU�FRPSDQLHV��DQG�WKXV�WR�GLVWRUWLRQV�LQ

FRPSHWLWLRQ�

6HFWLRQ���� 3ROLF\�RSWLRQV�UHODWHG�WR�WKH�VFRSH�RI�DQ�(&�HPLVVLRQV�WUDGLQJ�V\VWHP

���� 6HFWRU�FRYHUDJH

• 7KH�SURSRVDO�WR�LPSOHPHQW�WKH�V\VWHP�WR�FRYHU�MXVW�D�IHZ�VHFWRUV�DW�WKH�EHJLQQLQJ�PXVW�EH

UHMHFWHG�RQ�FRPSHWLWLRQ�JURXQGV��7KH�V\VWHP�RI�VXEVWLWXWH�EXUGHQV�IRU�FRPSDQLHV�RXWVLGH�WKH

(7�V\VWHP�EDVHG�RQ�RWKHU�³VWULFW�SROLFLHV�DQG�PHDVXUHV´��DV�SURSRVHG�E\�WKH�&RPPLVVLRQ��PXVW

DOVR�EH�UHMHFWHG�DV�XQIHDVLEOH�ERWK�GXH�WR�V\VWHPDWLF�SUREOHPV��GHWHUPLQDWLRQ�RI�PDUJLQDO

UHGXFWLRQ�FRVWV��DQG�LQ�YLHZ�RI�WKH�FRPSOLFDWHG�GHFLVLRQ�PHFKDQLVPV�ZLWKLQ�WKH�(8��H�J��(8

HQHUJ\�WD[DWLRQ���6XFK�D�V\VWHP�ZRXOG�RQO\�OHDG�WR�RQH�VLGHG�HPLVVLRQ�UHVWULFWLRQV��DQG�WKXV

RQH�VLGHG�FRVW�EXUGHQV���UHVXOWLQJ�LQ�FRQVLGHUDEOH�GLVWRUWLRQV�LQ�FRPSHWLWLRQ�

• ,I�DQ�HPLVVLRQV�WUDGLQJ�V\VWHP�ZHUH�LQWURGXFHG��DGGLWLRQDO�PHDVXUHV�ZRXOG�SURYH�GHWULPHQWDO�±

DW�OHDVW�WR�WKRVH�VHFWRUV�DQG�FRPSDQLHV�WKDW�ZLVK�WR�WDNH�SDUW�LQ�(7�

• 'LIIHUHQW�WD[DWLRQ�UDWHV�DQG�HQYLURQPHQWDO�SURWHFWLRQ�ODZV�LQ�GLIIHUHQW�0HPEHU�6WDWHV�DQG

GLIIHUHQW�VHFWRUV�DUH�LQFRPSDWLEOH�ZLWK�IDLU�HPLVVLRQV�WUDGLQJ�

• 2QO\�LQYROYLQJ�ODUJH�VFDOH�HPLWWHUV�LQ�WKH�(7�V\VWHP�WKURXJKRXW�WKH�&RPPXQLW\�ZRXOG

SHUSHWXDWH�WKH�LGHD�WKDW�LQGXVWU\�LV�PDLQO\�UHVSRQVLEOH�IRU�HPLVVLRQV��DSSDUHQWO\�GLPLQLVKLQJ�WKH

UHVSRQVLELOLW\�RI�RWKHU�JURXSV�LQ�VRFLHW\�

6HFWLRQ��� 3ROLF\�RSWLRQV�LQ�UHODWLRQ�WR�WKH�LQLWLDO�DOORFDWLRQ�RI�HPLVVLRQ�DOORZDQFHV

���� 'HILQLQJ�WKH�RYHUDOO�DOORFDWLRQ

:KHUH�WKH�PDUNHW�GHYHORSV�DFFRUGLQJO\��HPLVVLRQV�WUDGLQJ�FRXOG�UHVXOW�LQ�D�UHGXFWLRQ�LQ�WKH�FRVW�RI

DEDWHPHQW�ZLWKLQ�WKH�(XURSHDQ�8QLRQ�RYHUDOO��+RZHYHU��XQHYHQ�DOORFDWLRQ�RI�WKH�UHGXFWLRQ�EXUGHQ

DPRQJ�LQGLYLGXDO�0HPEHU��6WDWHV��EXUGHQ�VKDULQJ��OHDGV�WR�GLIIHUHQW�UHGXFWLRQ�FRVWV�IRU�LQGLYLGXDO
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FRXQWULHV�RU�FRPSDQLHV��%XUGHQ�VKDULQJ�ZLWKLQ�WKH�(XURSHDQ�8QLRQ�WKHUHIRUH�SUHFLSLWDWHV�TXHVWLRQV

VLPLODU�WR�WKRVH�UHODWLQJ�WR�QDWLRQDO�HQHUJ\�WD[HV��7RXJKHU�QDWLRQDO�UHGXFWLRQ�TXRWDV�KDYH�D�VLPLODU�HIIHFW

WR�KLJKHU�QDWLRQDO�HQHUJ\�WD[HV�±�WKH\�GLVWRUW�FRPSHWLWLRQ�DQG�IDLO�WR�DWWUDFW�IXQGV�WR�DUHDV�ZKHUH�WKH\

FDQ�EH�SXW�WR�WKH�JUHDWHVW�SRVVLEOH�XVH��6HH�KHUH�RXU�FRPPHQWV�RQ�6HFWLRQ���

���� 7KH�DOORFDWLRQ�RI�HPLVVLRQ�DOORZDQFHV�WR�FRPSDQLHV�E\�0HPEHU�6WDWHV

&RPSDQLHV�PXVW�EH�DEOH�WR�SDUWLFLSDWH�GLUHFWO\�LQ�HPLVVLRQV�WUDGLQJ�RQ�D�YROXQWDU\�EDVLV��7KH�DOORFDWLRQ

RI�HPLVVLRQ�DOORZDQFHV�WR�FRPSDQLHV�ZKLFK�ZDQW�WR�SDUWLFLSDWH�LQ�(7�PXVW�EH�IUHH�RI�FKDUJH��DQG�EDVHG

RQ�DFWXDO�HPLVVLRQV�LQ�WKH�SDVW��)DLOLQJ�WKLV��FRPSDQLHV�ZKLFK�KDYH�DOUHDG\�PDGH�JUHDW�HIIRUWV�WR�UHGXFH

&2��ZLOO�EH�SODFHG�DW�D�GLVDGYDQWDJH�

:KDWHYHU��WKH�DXFWLRQLQJ�RI�HPLVVLRQ�DOORZDQFHV��ZKLFK�VLPSOH�UHVXOWV�LQ�FDVK�IORZLQJ�IURP�FRPSDQLHV

WR�JRYHUQPHQWV��PXVW�EH�DYRLGHG�LQ�IDYRXU�RI�JUDQGIDWKHULQJ��7KH�KROGLQJ�RI�UHVHUYH�FHUWLILFDWHV�E\

JRYHUQPHQWV��DV�NQRZQ�LQ�WKH�(7�V\VWHP�SUDFWLVHG�LQ�WKH�86$��FDQ�HQVXUH�WKDW�QHZ�SDUWLFLSDQWV�RQ�WKH

PDUNHW�DUH�QRW�KLQGHUHG�

$XFWLRQLQJ�ZRXOG�LQIULQJH�WKH�ULJKWV�RI�FRPSDQLHV�WR�EH�DEOH�WR�SURGXFH�ZLWKLQ�WKH�JLYHQ�IUDPHZRUN�RI

FXUUHQW�ODZ��,Q�HIIHFW��WKH�VWDWH�ZRXOG�EH�UHPRYLQJ�ZKDW�ZHUH�VR�IDU�³RZQHUVKLS�ULJKWV´��7KH�ILQDQFLDO

EXUGHQ�LQYROYHG�LQ�ELGGLQJ�IRU�HPLVVLRQ�DOORZDQFHV�ZRXOG�SRVH�D�WKUHDW�WR�PDQ\�FRPSDQLHV¶�DELOLW\�WR

FRPSHWH��2Q�WKH�RWKHU�KDQG��JUDQGIDWKHULQJ�ZLOO�GHSHQG�RQ�WKH�EDVH�\HDU�RU�EDVH�SHULRG�FKRVHQ�LI

FRPSDQLHV�DUH�QRW�WR�EH�SXQLVKHG�IRU�KDYLQJ�LQYHVWHG�HDUOLHU�LQ�UHGXFLQJ�JUHHQKRXVH�JDVHV��FUHGLW�IRU

HDUO\�DFWLRQ��

6HFWLRQ��� 3ROLF\�RSWLRQV�UHODWHG�WR�WKH�V\QHUJ\�ZLWK�RWKHU�SROLFLHV�DQG�PHDVXUHV

��� 7KH�UHODWLRQ�ZLWK�HQYLURQPHQWDO�DJUHHPHQWV

$�VWXG\�LV�SUHVHQWO\�EHLQJ�FRQGXFWHG�RQ�EHKDOI�RI�WKH�)HGHUDO�*RYHUQPHQW�DQG�WKH�%',�WR�DQDO\VH�ZKDW

OLQNDJH�RI�H[LVWLQJ�±�VSHFLILF�±�YROXQWDU\�FRPPLWPHQWV�RQ�FOLPDWH�SURWHFWLRQ�E\�*HUPDQ�LQGXVWU\�FDQ�EH

PDGH�WR�WKH�.\RWR�PHFKDQLVPV��:KHQ�WKH�UHVXOWV�DUH�DYDLODEOH�WKH\�FDQ�EH�WUDQVPLWWHG�WR�WKH

&RPPLVVLRQ�IRU�LWV�LQIRUPDWLRQ��$V�IDU�DV�*HUPDQ�LQGXVWU\�LV�FRQFHUQHG��YROXQWDU\�FRPPLWPHQWV�RQ

FOLPDWH�SURWHFWLRQ�KDYH�SULRULW\��$Q�(7�V\VWHP�ZRXOG�KDYH�WR�KDUPRQLVH�ZLWK�WKLV�
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��� 7KH�UHODWLRQ�ZLWK�HQHUJ\�WD[DWLRQ

:KHUH�D�KLJK�OHYHO�RI�RSWLPLVDWLRQ�KDV�DOUHDG\�EHHQ�DFKLHYHG�±�DV�LV�WKH�FDVH�ZLWK�*HUPDQ\�±�HQHUJ\

WD[DWLRQ�VLPSO\�GUDLQV�IXQGV�ZKLFK�DUH�WKHQ�QR�ORQJHU�DYDLODEOH�IRU�LQYHVWPHQW�LQ�FOLPDWH�SURWHFWLRQ

WHFKQRORJ\��7KLV�HVSHFLDOO\�DSSOLHV�WR�D�FRPELQDWLRQ�RI�HPLVVLRQV�WUDGLQJ�DQG�HQHUJ\�WD[DWLRQ��3DUWLFXODU

FDUH�PXVW�EH�WDNHQ�WR�DYRLG�GLVWRUWLRQV�LQ�FRPSHWLWLRQ�LQ�WKLV�FDVH��6HFWRUV�ZKLFK�KDYH�HQWHUHG�LQWR

YROXQWDU\�FRPPLWPHQWV��RU�ZKLFK�PD\�WDNH�SDUW�LQ�HPLVVLRQV�WUDGLQJ��PXVW�QRW�EH�DGGLWLRQDOO\�EXUGHQHG

ZLWK�HQHUJ\�WD[DWLRQ��6LPXOWDQHRXVO\�DSSO\LQJ�IOH[LEOH�LQVWUXPHQWV���ZKLFK�JXLGH�IXQGV�IRU�FOLPDWH

SURWHFWLRQ�WRZDUGV�HIILFLHQW�DSSOLFDWLRQV���DQG�HQHUJ\�WD[HV���ZKLFK�DEVRUE�IXQGV�ZKLFK�FRXOG�EH�XVHG�IRU

HQHUJ\�VDYLQJ�LQYHVWPHQWV���LV�QRW�PHDQLQJIXO�

,,,� 6XPPDU\���&RQFOXVLRQV

,PSOHPHQWLQJ�WKH�FRPPLWPHQWV�DJUHHG�LQ�.\RWR�WR�UHGXFH�JUHHQKRXVH�JDV�HPLVVLRQV�ZLOO�UHVXOW�LQ

FRQVLGHUDEOH�FRVWV�IRU�WKH�6LJQDWRULHV¶�HFRQRPLHV�±�DQG�SDUWLFXODUO\�IRU�WKH�*HUPDQ�HFRQRP\��$ERYH�DOO�

ZH�PXVW�QRW�IRUJHW�WKDW�*HUPDQ�LQGXVWU\�KDV�ERUQH�KHDY\�FRVWV�LQ�FRQQHFWLRQ�ZLWK�WKH�UHGXFWLRQ�RI

JUHHQKRXVH�JDV�HPLVVLRQV�LQ�WKH�SDVW��7KHVH�HDUOLHU�DFWLRQV�PXVW�QRW�EH�SXQLVKHG��)RU�WKDW�UHDVRQ��WKH

.\RWR�3URWRFRO�PXVW�EH�LPSOHPHQWHG�VXFK�WKDW�WKH�HFRQRPLF�EXUGHQ�LV�PLQLPLVHG��IROORZLQJ�UDWLILFDWLRQ

LQ�WKH�(XURSHDQ�8QLRQ��$Q�DSSURSULDWHO\�GHVLJQHG�(7�V\VWHP�FDQ�PDNH�DQ�LPSRUWDQW�FRQWULEXWLRQ�KHUH�

7KH�JUHHQ�SDSHU�RQ�JUHHQKRXVH�JDV�HPLVVLRQV�WUDGLQJ�LV�D�PDMRU�ILUVW�VWHS�LQ�WKH�GLDORJXH�EHWZHHQ�WKH

&RPPLVVLRQ�DQG�WKRVH�VWDNHKROGHUV�LQ�VRFLHW\�DIIHFWHG��+RZHYHU��DSSOLFDWLRQ�RI�WKH�.\RWR�PHFKDQLVPV

VKRXOG�QRW�EH�UHVWULFWHG�WR�HPLVVLRQV�WUDGLQJ��,QVWHDG��WKH�ZKROH�VSHFWUXP�RI�IOH[LEOH�PHFKDQLVPV

SUHVHQWHG�LQ�WKH�.\RWR�3URWRFRO�VKRXOG�EH�PDGH�DYDLODEOH�WR�HQWLWLHV�VXEMHFWHG�WR�WKH�GHPDQG�WR�UHGXFH

JUHHQKRXVH�JDV�HPLVVLRQV�



$EWHLOXQJ
8PZHOWSROLWLN

'DWXP
����-DQXDU�����

6WHOOXQJQDKPH�]XP
*U�QEXFK�]XP�+DQGHO�PLW
7UHLEKDXVJDVHPLVVLRQHQ
LQ�GHU�(XURSlLVFKHQ�8QLRQ

.20��������YRP����0lU]�����

%XQGHVYHUEDQG�GHU
'HXWVFKHQ�,QGXVWULH�H�9�
0LWJOLHGVYHUEDQG�GHU�81,&(

+DXVDQVFKULIW
%UHLWH�6WUD�H���
������%HUOLQ

3RVWDQVFKULIW
������%HUOLQ

7HOHNRQWDNWH
7HO������������������
)D[�����������������

,QWHUQHW
KWWS���ZZZ�EGL�RQOLQH�GH

(�0DLO
-�+HLQ#EGL�RQOLQH�GH
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,� +LQWHUJUXQG

,P������YHUDEVFKLHGHWHQ�.OLPDVFKXW]SURWRNROO�YRQ�.\RWR�ZXUGH������VLQG�LP�*UXQGVDW]�GUHL�|NRQRPL�
VFKH�,QVWUXPHQWH�DQJHOHJW��PLW�GHP�=LHO��]X�NRVWHQHIIL]LHQWHQ�9HUPLQGHUXQJHQ�YRQ�7UHLEKDXVJDVHPLV�
VLRQHQ�]X�NRPPHQ��+LHUEHL�KDQGHOW�HV�VLFK�XP�GHQ�+DQGHO�PLW�(PLVVLRQVUHFKWHQ��(PLVVLRQV�7UDGLQJ�
(7���GLH�*HPHLQVDPH�8PVHW]XQJ��-RLQW�,PSOHPHQWDWLRQ��-,��VRZLH�GHQ�0HFKDQLVPXV�I�U�HLQH
XPZHOWYHUWUlJOLFKH�(QWZLFNOXQJ��&OHDQ�'HYHORSPHQW�0HFKDQLVP��&'0���1DFKGHP�GLH�(8�ODQJH�-DKUH
DQ�LKUHP�Ä3ROLFLHV�DQG�0HDVXUHV�$QVDW]³�IHVWJHKDOWHQ�KDW��LVW�GLH�.RPPLVVLRQ�QXQ��GHP�LQWHUQDWLRQDOHQ
7UHQG�IROJHQG��HEHQIDOOV�DXI�GLH�/LQLH�(PLVVLRQV�7UDGLQJ�HLQJHVFKZHQNW�

6LH�KDW�VLFK�LQ]ZLVFKHQ�LQ�HLQHP�*U�QEXFK�PLW�GHQ�0|JOLFKNHLWHQ�HLQHV�(PLVVLRQVKDQGHOV�LQQHUKDOE�GHU
(XURSlLVFKHQ�8QLRQ�EHIDVVW�XQG�ZLOO�DE������HLQ�LQQHUJHPHLQVFKDIWOLFKHV�6\VWHP�I�U�GHQ�+DQGHO�PLW
(PLVVLRQV]HUWLILNDWHQ�LQ�9RUEHUHLWXQJ�HLQHV�P|JOLFKHQ�ZHOWZHLWHQ�(PLVVLRQVKDQGHOVV\VWHPV�HLQI�KUHQ�
'DV�*U�QEXFK�Ä(PLVVLRQV�7UDGLQJ³�ELHWHW�HLQH�IXQGLHUWH�XQG�LP�:HVHQWOLFKHQ�QHXWUDOH�*UXQGODJH�I�U�GLH
LQQHUHXURSlLVFKH�'LVNXVVLRQ��$Q�DQJORDPHULNDQLVFKHQ�0D�VWlEHQ�JHPHVVHQ�LVW�GLH�DQDO\WLVFKH�7LHIH
DOOHUGLQJV�EHVFKHLGHQ��'LH�P|JOLFKH�)XQNWLRQVZHLVH�HLQHV�(7�6\VWHPV�LQQHUKDOE�GHU�(8�ZLUG�GDUJHVWHOOW
VRZLH�GLH�9RU��XQG�1DFKWHLOH�YHUVFKLHGHQHU�)RUPHQ�GHU�$XVJHVWDOWXQJ�GLVNXWLHUW��'DV�*U�QEXFK�EH]LHKW
QXU�EHL�ZHQLJHQ�3XQNWHQ�3RVLWLRQ��YLHOPHKU�ZHUGHQ�HQWVFKHLGHQGH�)UDJHQ�EHZXVVW�]XU�'LVNXVVLRQ
JHVWHOOW�

,,� $QPHUNXQJHQ�LP�(LQ]HOQHQ

$EVFKQLWW��� *U�QEXFK�I�U�HLQH�EUHLWDQJHOHJWH�.RQVXOWDWLRQ�YRQ�,QWHUHVVHQJUXSSHQ

'DV�*U�QEXFK�XQWHUVWHOOW��GDVV�(7�QXU�GDQQ�$N]HSWDQ]�ILQGHQ�NDQQ��ZHQQ�HV�HLQHQ�IDLUHQ�:HWWEHZHUE
I�U�DOOH�8QWHUQHKPHQ�LQQHUKDOE�GHU�(8�HUP|JOLFKW��,P�6LQQH�HLQHV�IDLUHQ�:HWWEHZHUEV�PXVV�DOOHUGLQJV
HLQ�ZHOWZHLWHV�(7�6\VWHP�DQJHVWUHEW�ZHUGHQ��(LQH�IDLUH�$XVJHVWDOWXQJ�LVW�DXV�6LFKW�GHU�GHXWVFKHQ
,QGXVWULH�EHL�GHU�9RUEHUHLWXQJ�XQG�8PVHW]XQJ�HLQHV�(7�6\VWHPV�XQHUOlVVOLFK��:LH�GLHVH�IDLUH�$XVJH�
VWDOWXQJ�HUIROJHQ�VROO��ZLUG�LP�*U�QEXFK�MHGRFK�RIIHQ�JHODVVHQ�

$EVFKQLWW��� :DV�LVW�GHU�+DQGHO�PLW�(PLVVLRQHQ"

'DV�(PLVVLRQV�7UDGLQJ�LVW�HLQ�,QVWUXPHQW��GDV�EHL�HQWVSUHFKHQGHU�$XVJHVWDOWXQJ�HLQH�NRVWHQHIIL]LHQWH
0D�QDKPH�]XU�&2���E]Z��7UHLEKDXVJDVPLQGHUXQJ�VHLQ�NDQQ��(V�LVW�DEHU�IHVW]XKDOWHQ��GDVV�GXUFK�VRO�
FKH�0D�QDKPHQ�JH]LHOW�NRKOHQVWRIIUHLFKH�(QHUJLHWUlJHU�ZLUWVFKDIWOLFK�JHJHQ�EHU�NRKOHQVWRIIDUPHQ
(QHUJLHWUlJHUQ�EHODVWHW�ZHUGHQ��'DUDXV�N|QQHQ�VLFK�PLWWHOIULVWLJ�JUXQGOHJHQGH�9HUlQGHUXQJHQ�XQVHUHV
(QHUJLHPL[HV�HUJHEHQ�

$OV�$XVJDQJVSXQNW�I�U�GLH�9HUJDEH�GHU�(PLVVLRQVUHFKWH�DQ�GLH�(8�0LWJOLHGVWDDWHQ�GDUI�QLFKW�GDV
%XUGHQ�6KDULQJ�$JUHHPHQW�GHU�(8�GLHQHQ��]��%��Z�UGH�3RUWXJDO�HLQH�(PLVVLRQVVWHLJHUXQJ�YRQ�������
JHJHQ�EHU������]XJHVWDQGHQ�ZHUGHQ���GLH�'LVWULEXWLRQ�GHU�(PLVVLRQVUHFKWH�PXVV�YLHOPHKU�XQDEKlQJLJ
YRP�%XUGHQ�6KDULQJ�QHX�YHUKDQGHOW�ZHUGHQ��GD�GDV�%XUGHQ�6KDULQJ�QLFKW�PLW�GHP�=LHO�HLQHU�NRVWHQHIIL�
]LHQWHQ�(8�=LHOHUUHLFKXQJ�EHVFKORVVHQ�ZXUGH��=XGHP�Z�UGH�HLQH�$OORNDWLRQ�DXI�*UXQGODJH�GHV�%XUGHQ
6KDULQJ�EHUHLWV�LQ�GHU�9HUJDQJHQKHLW�HUEUDFKWH�9RUOHLVWXQJHQ��HDUO\�DFWLRQV��ÄEHVWUDIHQ³�

$EVFKQLWW���� 'LH�Å/DVWHQYHUWHLOXQJVYHUHLQEDUXQJ´�GHU�(8

'LH�(XURSlLVFKH�.RPPLVVLRQ�JHKW�LQ�LKUHP�'LVNXVVLRQVSDSLHU�±�IDVW��ZLH�ZHQQ�GLHV�VHOEVWYHUVWlQGOLFK
ZlUH�±�YRQ�HLQHP�+DQGHO�GHU�8QWHUQHKPHQ�PLW�(PLVVLRQVUHFKWHQ�DXV��'DV�.\RWR�3URWRNROO�DOV
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9HUHLQEDUXQJ�]ZLVFKHQ�6WDDWHQ�EH]LHKW�GHQ�+DQGHO�PLW�(PLVVLRQVUHFKWHQ�MHGRFK�]XQlFKVW�DXI�GLH
6WDDWHQ�VHOEVW��(V�ZlUH�GHVKDOE�IROJHULFKWLJ��ZHQQ�GLH�(XURSlLVFKH�.RPPLVVLRQ�HLQ�0RGHOO�I�U�GLH�LP
.\RWR�3URWRNROO�YRUJHVHKHQH�0|JOLFKNHLW�GHV�(PLVVLRQVKDQGHOV�GHU�6WDDWHQ�XQWHUHLQDQGHU�HQWZHUIHQ
Z�UGH��6R�LVW�HV�EHLVSLHOVZHLVH�GHQNEDU��GDVV�GLH�5HJLHUXQJHQ�HLQHQ�(PLVVLRQVKDQGHO�]ZLVFKHQ
6WDDWHQ�RUJDQLVLHUHQ�XQG�MH�QDFK�$XVJDQJVODJH�]ZLVFKHQVWDDWOLFKH�.lXIH�RGHU�9HUNlXIH�YRQ�(PLVVL�
RQVUHFKWHQ�GXUFKI�KUHQ�

'HU�LQWHUQH�(8�+DQGHO�PLW�7UHLEKDXVJDVHPLVVLRQHQ�VROOWH�LQ�GHQ�UHFKWOLFKHQ�5DKPHQ�GHV�(PLVVLRQV�
UHFKWHKDQGHOV�XQWHU�$UW�����GHV�.\RWR�3URWRNROOV�HLQJHI�JW�ZHUGHQ��1XU�GXUFK�GLH�gIIQXQJ�GHV�LQWHUQHQ
(8�(PLVVLRQVUHFKWHKDQGHOV�]XP�+DQGHO�LQQHUKDOE�DOOHU�$QQH[�%�6WDDWHQ�NDQQ�GDV�WDWVlFKOLFK�YRUKDQ�
GHQH�ZLUWVFKDIWOLFKH�.RVWHQVHQNXQJVSRWHQ]LDO�GLHVHV�+DQGHOV�UHDOLVLHUW�ZHUGHQ��'DKHU�LVW�HLQ�$OOHLQJDQJ
GHU�(XURSlLVFKHQ�8QLRQ�EHL�GHU�,PSOHPHQWLHUXQJ�GHU�.\RWR�,QVWUXPHQWH�]X�YHUPHLGHQ�

$EVFKQLWW���� (LQ�JHPHLQVFKDIWOLFKHV�6\VWHP�I�U�GHQ�(PLVVLRQVKDQGHO�]ZLVFKHQ�8QWHUQHKPHQ

'LH�(8�.RPPLVVLRQ��'*�8PZHOW��VLHKW�RIIHQVLFKWOLFK�(PLVVLRQV�7UDGLQJ�DXI�(EHQH�GHU�8QWHUQHKPHQ
DOV�VHOEVWYHUVWlQGOLFK�DQ��REZRKO�GDV�.\RWR�3URWRNROO�(7�QXU�DXI��(EHQH�GHU�6WDDWHQ�DQVSULFKW��.HLQHV�
IDOOV�G�UIHQ�GLH�6WDDWHQ�LKUH�8QWHUQHKPHQ�]XU�7HLOQDKPH�DP�(7�YHUSIOLFKWHQ��,Q�'HXWVFKODQG�KDEHQ�ZLU
GHQ�:HJ�GHU�IUHLZLOOLJHQ�9HUHLQEDUXQJHQ�DXI�%UDQFKHQHEHQH�EHVFKULWWHQ�±�HLQ�DXI�8QWHUQHKPHQ�KHUXQ�
WHUJHEURFKHQHV�(7�LVW�GDPLW�QLFKW�NRPSDWLEHO��)DOOV�GLH�%HWHLOLJXQJ�YRQ�8QWHUQHKPHQ�P|JOLFK�ZHUGHQ
VROO��GDUI�GLHV�QXU�DXI�IUHLZLOOLJHU�%DVLV�JHVFKHKHQ�

,P�*HJHQVDW]�]X�DQGHUHQ�(PLVVLRQHQ�ZLH�62��RGHU�12;�OlVVW�VLFK�&2��QLFKW�GXUFK�)LOWHU�RGHU�.DWDO\VD�
WRUHQ�YHUPLQGHUQ��&2��NDQQ�QXU�GXUFK�6XEVWLWXWLRQ�GHU�(QHUJLHWUlJHU�RGHU�GXUFK�9HUEHVVHUXQJ�GHU
(QHUJLHHIIL]LHQ]�YHUPLQGHUW�ZHUGHQ��,QGXVWULHOOH�3UR]HVVH�VLQG�QLFKW�RKQH�(QHUJLHHLQVDW]�P|JOLFK��'HV�
KDOE�EHVWHKW�GLH�%HI�UFKWXQJ��GDVV�GDV�+HUXQWHUEUHFKHQ�YRQ�(PLVVLRQV�7UDGLQJ�DXI�8QWHUQHKPHQVHEH�
QH�EHL�HQJHP�0DUNW�±�ZHQQ�DOVR�NHLQH�=HUWLILNDWH�]XJHNDXIW�ZHUGHQ�N|QQHQ�±�]X�:DFKVWXPVEHKLQGH�
UXQJHQ�I�KUHQ�ZLUG��PLW�HQWVSUHFKHQGHQ�)ROJHQ�I�U�GLH�$UEHLWVSOlW]H�LQ�'HXWVFKODQG�VRZLH�GHU�(8��'DV
ZLUWVFKDIWOLFKH�:DFKVWXP�HLQ]HOQHU�8QWHUQHKPHQ��GDV�EHL�GHU�HQHUJLHLQWHQVLYHQ�,QGXVWULH�]ZDQJVOlXILJ
]X�QHXHP�&2��$XVVWR��I�KUW��GDUI�QLFKW�EHKLQGHUW�ZHUGHQ��'HVKDOE�VLQG�HLQ�+HUXQWHUEUHFKHQ�DXI�8QWHU�
QHKPHQVHEHQH�XQG�DEVROXWH�(PLVVLRQVK|FKVWJUHQ]HQ��ÄFDSV³��I�U�GLH�8QWHUQHKPHQ�DE]XOHKQHQ��$XV
|NRQRPLVFKHU�ZLH�|NRORJLVFKHU�6LFKW�HUJLEW�(7�DOV�$OWHUQDWLYH�]X�LQYHVWLYHQ�0D�QDKPHQ�QXU�HLQHQ�6LQQ�
ZHQQ�GDV�EHWUHIIHQGH�8QWHUQHKPHQ��EHUKDXSW�QRFK��EHU�HLQHQ�WHFKQLVFKHQ�2SWLPLHUXQJVVSLHOUDXP
YHUI�JW��'LHV�G�UIWH�DQJHVLFKWV�KRKHU�9RUOHLVWXQJHQ�LQ�'HXWVFKODQG�I�U�GHXWVFKH�6WDQGRUWH�L��G��5��QLFKW
GHU�)DOO�VHLQ��'DV�(7�VROOWH�GHQ�0LWJOLHGVWDDWHQ��EHUODVVHQ�EOHLEHQ��GLH�9HUDQWZRUWXQJ�GHU�9HUWUDJV�
VWDDWHQ�I�U�GLH�YRQ�LKQHQ�HLQJHJDQJHQHQ�=LHOH�GDUI�QLFKW�DXI�GLH�8QWHUQHKPHQ�DEJHZlO]W�ZHUGHQ�

$EVFKQLWW����� (LQ�SUD[LVRULHQWLHUWHU�$QVDW]

'HU�(PLVVLRQVKDQGHO�VROOWH�±�MHGHQIDOOV�DXI�OlQJHUH�6LFKW���QLFKW�QXU�DXI�&2��EHVFKUlQNW�EOHLEHQ��(LQ
&2��EH]RJHQHU�(PLVVLRQVUHFKWHKDQGHO�Z�UGH�DXI�8QWHUQHKPHQVHEHQH�LQ�HUVWHU�/LQLH�ZLH�HLQH�.RKOHQ�
VWRIIVWHXHU�ZLUNHQ��'DGXUFK�Z�UGH�GLH�.RKOH�LP�9HUJOHLFK�]X�DQGHUHQ�(QHUJLHWUlJHUQ�LP�:HWWEHZHUE
EHQDFKWHLOLJW��GDV�hEHUOHEHQ�GHV�.RKOHEHUJEDXV�LQ�GHU�(XURSlLVFKHQ�8QLRQ�Z�UGH�HUQVWKDIW�JHIlKUGHW�
(V�NDQQ�]XGHP�]X�:HWWEHZHUEVYHU]HUUXQJHQ�NRPPHQ��ZHQQ�HLQH�ÄXQJHUHFKWH³�$OORNDWLRQ�HUIROJW��YJO��]�
%��'HXWVFKODQG�XQG�)UDQNUHLFK��NRKOHQVWRII�EDVLHUWH�YV��QXNOHDU�EDVLHUWH�:LUWVFKDIW���$OOJHPHLQ�JLOW��GDVV
NRKOHQVWRIILQWHQVLYH�JHJHQ�EHU�NRKOHQVWRIIDUPHQ�(QHUJLHWUlJHUQ�EHQDFKWHLOLJW�ZHUGHQ��ZDV�PLWWHOIULVWLJ
]X�HLQHU�9HUlQGHUXQJ�GHV�(QHUJLHPL[�I�KUHQ�ZLUG�
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$EVFKQLWW����� )HVWOHJXQJ�GHU�5ROOH�YRQ�*HPHLQVFKDIW�XQG�0LWJOLHGVWDDWHQ

(8�9RUJDEHQ�VHOEVW�VRZLH�QDWLRQDOH�6\VWHPH�G�UIHQ�GHQ�%LQQHQPDUNW�QLFKW�JHIlKUGHQ��6LH�P�VVHQ�I�U
NRQNXUULHUHQGH�8QWHUQHKPHQ�XQG�3URGXNWH�IDLUH�:HWWEHZHUEVEHGLQJXQJHQ�VLFKHUVWHOOHQ�XQG�DXFK�PLW
HLQHP�LQWHUQDWLRQDOHQ�(PLVVLRQVKDQGHO�NRPSDWLEHO�VHLQ��=ZLVFKHQ�GHQ�,QGXVWULHQDWLRQHQ�GDUI�HV�NHLQH
QDWLRQDO�XQWHUVFKLHGOLFKHQ�(7�6\VWHPH�JHEHQ��I�U�DOOH�7HLOQHKPHU�P�VVHQ�GLH�JOHLFKHQ�%HGLQJXQJHQ
JHOWHQ��(UVW�UHFKW�VLQG�VHSDUDWH�6\VWHPH�LQ�HLQ]HOQHQ�0LWJOLHGVWDDWHQ�GHU�(8�LQ�GLHVHP�6LQQH
NRQWUDSURGXNWLY��6LH�I�KUHQ�]X�XQWHUVFKLHGOLFKHQ�0DUNWEHGLQJXQJHQ�I�U�GLH�8QWHUQHKPHQ�XQG�GDGXUFK
]X�9HU]HUUXQJHQ�GHU�:HWWEHZHUEVEHGLQJXQJHQ�

$EVFKQLWW���� 3ROLWLNRSWLRQHQ�LQ�%H]XJ�DXI�GHQ�8PIDQJ�HLQHV�(*�6\VWHPV�I�U�GHQ
(PLVVLRQVKDQGHO

6.1: Erfasste Bereiche

• 'HU�9RUVFKODJ��GDV�6\VWHP�PLW�(LQEH]LHKXQJ�]XQlFKVW�HLQLJHU�ZHQLJHU�%UDQFKHQ�XP]XVHW]HQ�
LVW�DXV�:HWWEHZHUEVJU�QGHQ�DE]XOHKQHQ��'LH�YRQ�GHU�.RPPLVVLRQ�YRUJHVFKODJHQH�DOWHUQDWLYH
%HODVWXQJ�GHU�QLFKW�YRP�(7�6\VWHP�HUIDVVWHQ�8QWHUQHKPHQ�PLWWHOV�DQGHUHU�ÄSROLFLHV�DQG
PHDVXUHV³�PXVV�DXFK�ZHJHQ�V\VWHPDWLVFKHU�3UREOHPH��%HVWLPPXQJ�YRQ�*UHQ]YHUPHLGXQJV�
NRVWHQ��XQG�DQJHVLFKWV�GHU�NRPSOL]LHUWHQ�(QWVFKHLGXQJVPHFKDQLVPHQ�LQQHUKDOE�GHU�(8
�%HLVSLHO��(8�(QHUJLHVWHXHU��DOV�QLFKW�UHDOLVLHUEDU�DEJHOHKQW�ZHUGHQ��'DGXUFK�Z�UGH�HV�ZHJHQ
HLQVHLWLJHU�(PLVVLRQVEHVFKUlQNXQJHQ��XQG�GDPLW�.RVWHQEHODVWXQJHQ��]X�HUKHEOLFKHQ�:HWWEH�
ZHUEVYHU]HUUXQJHQ�NRPPHQ�

• :�UGH�HLQ�(PLVVLRQV�7UDGLQJ�6\VWHP�HLQJHI�KUW��VLQG�ZHLWHUH�0D�QDKPHQ�±�]XPLQGHVW�I�U�GLH
GDI�U�YRWLHUHQGHQ�%UDQFKHQ�XQG�8QWHUQHKPHQ�±�VFKlGOLFK�

• 8QWHUVFKLHGOLFKH�6WHXHUEHODVWXQJHQ�XQG�XQWHUVFKLHGOLFKH�8PZHOWVFKXW]DQIRUGHUXQJHQ�LQ�YHU�
VFKLHGHQHQ�/lQGHUQ�GHU�(8�XQG�I�U�YHUVFKLHGHQH�%UDQFKHQ�VLQG�PLW�HLQHP�IDLUHQ�(PLVVLRQV
7UDGLQJ�QLFKW�YHUHLQEDU�

• %H]LHKW�PDQ�(8�ZHLW�QXU�GLH�Ä*UR��(PLWWHQWHQ³�LQ�HLQ�(7�6\VWHP�HLQ��ZLUG�YRQ�YRUQKHUHLQ�HLQH
VFKHLQEDUH�+DXSWYHUDQWZRUWXQJ�GHU�,QGXVWULH�I�U�GLH�(PLVVLRQHQ�]HPHQWLHUW��KLQWHU�GHU�GLH�9HU�
DQWZRUWXQJ�GHU�DQGHUHQ�*UXSSHQ�YHUVFKZLQGHW�

$EVFKQLWW��� 3ROLWLNRSWLRQHQ�LP�=XVDPPHQKDQJ�PLW�GHU�(UVW]XWHLOXQJ�YRQ�(PLVVLRQVPHQJHQ
7.1: Festlegung der Gesamtzuteilung

%HL�HQWVSUHFKHQGHU�0DUNHQWZLFNOXQJ�N|QQWH�GHU�(PLVVLRQVKDQGHO�GLH�.RVWHQ�GHU�(PLVVLRQVPLQGHUXQJ
LQQHUKDOE�GHU�(XURSlLVFKHQ�8QLRQ�LQVJHVDPW�VHQNHQ��'LH�XQWHUVFKLHGOLFKH�9HUWHLOXQJ�GHU�5HGXNWL�
RQVODVWHQ�]ZLVFKHQ�GHQ�HLQ]HOQHQ�0LWJOLHGVWDDWHQ��%XUGHQ�6KDULQJ��I�KUW�DEHU�]X�XQWHUVFKLHGOLFKHQ
5HGXNWLRQVNRVWHQ�HLQ]HOQHU�/lQGHU�RGHU�HLQ]HOQHU�8QWHUQHKPHQ��'DV�%XUGHQ�6KDULQJ�LQQHUKDOE�GHU
(XURSlLVFKHQ�8QLRQ�ZLUIW�GDKHU�lKQOLFKH�)UDJHQ�DXI�ZLH�QDWLRQDOH�(QHUJLHVWHXHUQ��6FKlUIHUH�QDWLRQDOH
5HGXNWLRQVTXRWHQ�KDEHQ�lKQOLFKH�$XVZLUNXQJHQ�ZLH�K|KHUH�QDWLRQDOH�(QHUJLHVWHXHUQ�±�VLH�YHU]HUUHQ
GHQ�:HWWEHZHUE�XQG�OHQNHQ�ILQDQ]LHOOH�0LWWHO�QLFKW�GRUWKLQ��ZR�GHU�JU|�WH�1XW]HQ�JHVWLIWHW�ZLUG��9JO��DXFK
GDV�]XP�$EVFKQLWW���*HVDJWH�
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7.2: Die Zuteilung von Emissionsmengen durch Mitgliedstaaten an die Unterneh-
men

8QWHUQHKPHQ�P�VVHQ�DP�+DQGHO�PLW�(PLVVLRQVUHFKWHQ�DXI�IUHLZLOOLJHU�%DVLV�GLUHNW�WHLOKDEHQ�N|QQHQ�
'LH�9HUJDEH�GHU�(PLVVLRQVUHFKWH�DQ�GLH�8QWHUQHKPHQ��GLH�VLFK�DP�(7�EHWHLOLJHQ�ZROOHQ��PXVV�NRVWHQ�
ORV�DQKDQG�WDWVlFKOLFKHU�(PLVVLRQHQ�LQ�GHU�9HUJDQJHQKHLW�HUIROJHQ��$QVRQVWHQ�Z�UGHQ�8QWHUQHKPHQ�
GLH�EHUHLWV�JUR�H�&2��0LQGHUXQJVDQVWUHQJXQJHQ�XQWHUQRPPHQ�KDEHQ��EHQDFKWHLOLJW�

,Q�MHGHP�)DOOH�VROOWHQ�9HUVWHLJHUXQJHQ�YRQ�(PLVVLRQVUHFKWHQ��GLH�]X�HLQHP�*HOGDEIOXVV�DXV�GHU�:LUW�
VFKDIW�DQ�5HJLHUXQJHQ�I�KUHQ��]XJXQVWHQ�HLQHV�*UDQGIDWKHULQJ�YHUPLHGHQ�ZHUGHQ��'LH�DXV�GHQ�86$�
(7�6\VWHPHQ�EHNDQQWH�5HVHUYHKDOWXQJ�GHU�5HJLHUXQJHQ�DQ�HQWVSUHFKHQGHQ�=HUWLILNDWHQ�NDQQ�GDI�U
VRUJHQ��GDVV�DXFK�QHXH�0DUNWWHLOQHKPHU�QLFKW�EORFNLHUW�ZHUGHQ�

(LQH�9HUVWHLJHUXQJ�Z�UGH�GHQ�%HVLW]VWDQG�GHU�8QWHUQHKPHQ��LP�5DKPHQ�RUGQXQJVUHFKWOLFK�YRUJHJHEH�
QHU�*HQHKPLJXQJHQ�]X�SURGX]LHUHQ��YHUOHW]HQ��'HU�6WDDW�HQW]LHKW�GHQ�8QWHUQHKPHQ�ELVKHULJH�(LJHQW��
PHUUHFKWH��'LH�ILQDQ]LHOOH�%HODVWXQJ�GHU�(UVWHLJHUXQJ�YRQ�(PLVVLRQVUHFKWHQ�Z�UGH�GLH�:HWWEHZHUEVIl�
KLJNHLW�YLHOHU�8QWHUQHKPHQ�EHGURKHQ��%HLP�*UDQGIDWKHULQJ�NRPPW�HV�ZHVHQWOLFK�DXI�GDV�%DVLVMDKU��GHQ
%DVLV]HLWUDXP�DQ��GDPLW�QLFKW�GLHMHQLJHQ�8QWHUQHKPHQ�EHVWUDIW�ZHUGHQ��GLH�IU�K]HLWLJ�LQ�GLH�5HGXNWLRQ
YRQ�.OLPDJDVHQ�LQYHVWLHUW�KDEHQ��FUHGLW�IRU�HDUO\�DFWLRQ��

$EVFKQLWW��� 3ROLWLNRSWLRQHQ�LP�+LQEOLFN�DXI�6\QHUJLHHIIHNWH�PLW�VRQVWLJHQ�3ROLWLNHQ�XQG
0D�QDKPHQ

8.2 Der Bezug zu Umweltvereinbarungen

,P�$XIWUDJ�GHU�%XQGHVUHJLHUXQJ�XQG�GHV�%',�ZLUG�]XU�=HLW�DQ�HLQHP�*XWDFKWHQ�JHDUEHLWHW��LQ�GHP�GLH
0|JOLFKNHLWHQ�I�U�HLQH�9HU]DKQXQJ�GHU�EHVWHKHQGHQ�±�VSH]LILVFKHQ���.OLPDVHOEVWYHUSIOLFKWXQJ�GHU�GHXW�
VFKHQ�:LUWVFKDIW�PLW�GHQ�.\RWR�0HFKDQLVPHQ�DQDO\VLHUW�ZHUGHQ��6REDOG�GLH�(UJHEQLVVH�YRUOLHJHQ��N|Q�
QHQ�GLHVH�GHU�.RPPLVVLRQ�]XU�.HQQWQLV�JHJHEHQ�ZHUGHQ��)�U�GLH�GHXWVFKH�:LUWVFKDIW�KDEHQ�LKUH�IUHL�
ZLOOLJHQ�9HUSIOLFKWXQJHQ�]XU�.OLPDYRUVRUJH�3ULRULWlW��(LQ�(7�P�VVWH�GDPLW�LQ�(LQNODQJ�JHEUDFKW�ZHUGHQ
N|QQHQ�

8.3 Der Bezug zur Energiebesteuerung

%HL�KRKHP�2SWLPLHUXQJVVWDQG�±�ZLH�LQ�'HXWVFKODQG�JHJHEHQ�±�VFK|SIHQ�(QHUJLHVWHXHUQ�0LWWHO�DE��GLH
I�U�NOLPDVFK�W]HQGH�,QYHVWLWLRQHQ�QLFKW�PHKU�]XU�9HUI�JXQJ�VWHKHQ��'LHV�JLOW�HUVW�UHFKW�EHL�HLQHU�.RP�
ELQDWLRQ�YRQ�(PLVVLRQVKDQGHO�XQG�(QHUJLHVWHXHUQ��+LHUEHL�PXVV�LP�%HVRQGHUHQ�DXI�GLH�9HUPHLGXQJ
YRQ�:HWWEHZHUEVYHU]HUUXQJHQ�JHDFKWHW�ZHUGHQ��%UDQFKHQ��GLH�6HOEVWYHUSIOLFKWXQJHQ�DEJHJHEHQ�KDEHQ
RGHU�DP�(PLVVLRQVKDQGHO�WHLOQHKPHQ�G�UIHQ�QLFKW�]XVlW]OLFK�PLW�(QHUJLHVWHXHUQ�EHODVWHW�ZHUGHQ��'LH
JOHLFK]HLWLJH�$QZHQGXQJ�IOH[LEOHU�,QVWUXPHQWH��GLH�ILQDQ]LHOOH�0LWWHO�I�U�GHQ�.OLPDVFKXW]�LQ�HIIL]LHQWH
9HUZHQGXQJHQ�OHQNHQ��XQG�(QHUJLHVWHXHUQ��GLH�0LWWHO�I�U�HQHUJLHVSDUHQGH�,QYHVWLWLRQHQ�HQW]LHKHQ��LVW
QLFKW�VLQQYROO�

,,,� =XVDPPHQIDVVXQJ�)D]LW

'LH�8PVHW]XQJ�GHU�LQ�.\RWR�YHUHLQEDUWHQ�9HUSIOLFKWXQJHQ�]XU�5HGXNWLRQ�GHU�7UHLEKDXVJDVHPLVVLRQHQ
YHUXUVDFKHQ�HUKHEOLFKH�.RVWHQ�LQ�GHQ�9RONVZLUWVFKDIWHQ�GHU�8QWHU]HLFKQHUVWDDWHQ�±�XQG�LQVEHVRQGHUH
LQ�GHU�GHXWVFKHQ�9RONVZLUWVFKDIW��'DEHL�GDUI�DXFK�QLFKW�YHUJHVVHQ�ZHUGHQ��GDVV�Y��D��GLH�:LUWVFKDIW
VFKRQ�LQ�GHU�9HUJDQJHQKHLW�HUKHEOLFKH�.RVWHQ�LP�=XVDPPHQKDQJ�PLW�GHU�5HGXNWLRQ�YRQ�7UHLEKDXVJDV�
HPLVVLRQHQ�JHWUDJHQ�KDW��'LHVH�9RUOHLVWXQJHQ�G�UIHQ�QLFKW�ÄEHVWUDIW³�ZHUGHQ��'HVKDOE�PXVV�GDV�.\RWR�
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3URWRNROO�QDFK�VHLQHU�5DWLIL]LHUXQJ�LQQHUKDOE�GHU�(XURSlLVFKHQ�8QLRQ�VR�XPJHVHW]W�ZHUGHQ��GDVV�ZLUW�
VFKDIWOLFKH�%HODVWXQJHQ�PLQLPLHUW�ZHUGHQ��(LQ�HQWVSUHFKHQG�DXVJHVWDOWHWHV�(7�6\VWHP�NDQQ�GD]X�HLQHQ
ZLFKWLJHQ�%HLWUDJ�OLHIHUQ�

'DV�*U�QEXFK�]XP�+DQGHO�PLW�7UHLEKDXVJDVHPLVVLRQHQ�VWHOOW�HLQHQ�ZLFKWLJHQ�HUVWHQ�6FKULWW�LP�'LDORJ
]ZLVFKHQ�GHU�.RPPLVVLRQ�XQG�GHQ�EHWURIIHQHQ�JHVHOOVFKDIWOLFKHQ�*UXSSHQ�GDU��'LH�$QZHQGXQJ�GHU
.\RWR�0HFKDQLVPHQ�VROOWH�MHGRFK�QLFKW�DXI�GHQ�(PLVVLRQVKDQGHO�EHVFKUlQNW�EOHLEHQ��9LHOPHKU�VROOWH�GLH
JHVDPWH�%DQGEUHLWH�GHU�LP�.\RWR�3URWRNROO�GDUJHOHJWHQ�IOH[LEOHQ�0HFKDQLVPHQ�GHQMHQLJHQ�YHUI�JEDU
JHPDFKW�ZHUGHQ��YRQ�GHQHQ�HLQH�0LQGHUXQJ�LKUHU�7UHLEKDXVJDVHPLVVLRQHQ�YHUODQJW�ZLUG�
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CEFIC, the European Chemical Industry Council, is the Brussels-based organization
representing national chemical federations and chemical companies in Europe and
about 100 European Sector Groups.

CEFIC represents, directly or indirectly, more than 40,000 large, medium and small
companies in Europe, which employ 1,7 million people and contribute approx. 40
billion Euro annually to Europe’s balance of payments.

��� ,QWURGXFWLRQ

D���&KHPLFDO�LQGXVWU\¶V�FRPPLWPHQW�WR�FOLPDWH�FKDQJH�DEDWHPHQW

CEFIC believes that the increase in greenhouse gas concentrations in the earth’s
atmosphere is a cause for concern and warrants diligent efforts to reduce these
emissions. The European chemical industry supports the development of an integrated
strategy for meeting the global challenge posed by global warming.

CEFIC is committed to balanced and sustainable economic growth. This is evidenced
not only by its Responsible Care approach to environment, health and safety, but also
by its achievement in the area of energy efficiency, under its Voluntary Energy
Efficiency Program (VEEP).

The chemical industry provides a positive contribution to society by supplying other
sectors with materials whose properties facilitate energy conservation, thereby
reducing greenhouse gas (GHG) emissions.

CEFIC stresses that a future emissions trading régime – regardless at which level it
will be implemented – will be but one element in a comprehensive policy aiming at
climate change abatement.  The CEFIC position on emissions trading is based on the
characteristics of chemical industry, embedding the issue in a wider view on a
comprehensive EU climate change abatement policy.

E���5HOHYDQW�IHDWXUHV�RI�WKH�(XURSHDQ�FKHPLFDO�LQGXVWU\

The European chemical industry is global and competes globally, is highly energy
intensive and its overall competitiveness depends substantially on energy costs.

Therefore, any measure that would unilaterally increase its energy cost vis-à-vis other
trading partners, be it from developed or developing countries, will have a profound
influence on its overall competitiveness. Its exposure to international competition
along with its dependence on energy make the EU chemical industry particularly
vulnerable to the Kyoto Protocol commitments.
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Among the six greenhouse gases covered by the Kyoto Protocol, carbon dioxide
(CO2), nitrous oxide (N20) and hydrofluorcarbons (HFC’s) are of direct relevance to
the European chemical industry.

Substantial progress has already been achieved in the European chemical industry
since 1980 in abating greenhouse gases emissions, for instance with reduction of CO2

emissions by more than 40% per unit of chemical output.

Further progress on energy efficiency is foreseeable as the EU chemical industry is
engaged in its Voluntary Energy Efficiency Programme (VEEP 2005), which commits
CEFIC members collectively to further reducing by 20% the energy intensity over the
years 1990 – 2005.

As end of pipe abatement of carbon dioxide is not economically feasible today,
absolute targets of greenhouse gases emissions would run the risk of severely limiting
the growth opportunity of the European chemical industry.

CEFIC has simulated a hypothetical 10% reduction requirement of CO2 in 2010
versus 1990 levels: despite the built-in progress in energy efficiency in accordance
with VEEP programme, such an absolute reduction target would constrain the
European chemical industry growth to an average of 1% per annum, compared with a
real growth rate of about 3% over the years 1985 – 1996.

F�� 7KH� IUDPHZRUN� IRU� *+*� HPLVVLRQV� WUDGLQJ�� VRPH� REVHUYDWLRQV� RQ� FOLPDWH
FKDQJH�SROLF\

The analysis of the current GHG emissions trend made by the EU Commission is
rightly pointing at the seriousness of the situation.

The evolution of GHG emissions suggests in fact an increase of 6 – 8% instead of an
8% reduction. Major growth areas are transport (+39%), power production, private
households and tertiary sectors. Industry on the other hand is expected to show a
reduction of 12% by 1998 compared to 1990.

The EU Commission derives from this analysis the need to strengthen policies and
measures at both national and EU level, if the reduction targets are to be achieved.

For the industrial sector the list of proposed common and coordinated policies and
measure (CCPM) includes inter alia:

• Improvement of efficiency standards for equipments, processes and power
production

• Development of an EU wide policy framework for emission trading
• Development of a framework for voluntary agreements
• Development of an EU policy framework for fluorinated gases.

In examining this programme, CEFIC starts from the premise that whichever measure
is going to be adopted for the EU chemical industry, it should not impair its overall
capability to compete and its ability to grow with the global chemical market.
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Long term voluntary or negotiated agreements with targets of energy efficiency or
greenhouse gas intensity constitute the preferred approach of the EU chemical
industry for making its contribution to the challenge of global warming.

Targets should be negotiated between national / supranational authorities and trade
associations, to take into account the diversity of the various national starting points
and the characteristics of the industry sector concerned.

����7KH�*UHHQ�3DSHU�RQ�HPLVVLRQV�WUDGLQJ

In its Green Paper, the European Commission has put forward several questions of
different nature. Some are wide ranging and of a political nature, others however are
more technical and detailed. The CEFIC position concentrates on the main issues
(application, targets, level of comprehensiveness). Answers on the specific questions
are presented in the Annex.

D�� $SSO\�(PLVVLRQV�7UDGLQJ�VFKHPHV�LQ�D�IOH[LEOH�ZD\

It is assumed that the instrument of emissions trading has the potential of achieving
results at lowest cost. However, it is imperative that such a scheme is developed and
applied ion a flexible way. Agreements should be coupled with the other Kyoto
flexible mechanisms (Joint Implementation and Clean Development Mechanism).

Fungibility and transferability of emission credits should be possible across the
mechanisms.  Any EU scheme must be fully compatible with those developed at an
international level to ensure maximum efficiency and lowest costs.

b) (PLVVLRQV�WUDGLQJ�VFKHPHV�VKRXOG�DSSO\�WR�WKH�&RQWUDFWLQJ�3DUWLHV

The Kyoto Protocol provides in the articles 6, 12 and 17 the definition of the so-called
flexibility mechanisms, namely:

• Art. 6:   Joint implementation (JI)
• Art. 12: Clean Development Mechanism (CDM)
• Art. 17: Emissions Trading (ET)

In article 6 and 12 the Protocol specifically mentions the participation – in addition to
the “contracting parties” – of “entities” in JI or CDM projects. In contrast the Kyoto
Protocol does not mention explicitly the involvement of “entities” in Emissions
Trading. The 6th Conference of the Parties may or may not include “entities” as
possible participants to the Kyoto Protocol emission trading scheme.

Moreover, the need for Early Action, as specifically laid down in the Kyoto Protocol,
is recognised by the European chemical industry.

The Commission takes the view that the involvement of companies (i.e. entities) in
emission trading is appropriate. In proposing an EU wide scheme, the Commission is
aware that such a system may be only a “domestic” measure and could also not be
identical to emissions trading under the Kyoto Protocol. In such a case the learning by
doing effect could be quite limited.
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Emission reduction units (ERU’s) from Joint Implementation projects, carried out by
companies / entities and certified emission reductions (CER’s) obtained in CDM
projects by companies / entities could and should be tradable between “companies /
entities” and “contracting parties”. This would facilitate the task of the Contracting
Parties in meeting their individual commitments and at the same time give the
incentive to companies / entities to engage themselves in GHG reduction projects
anywhere in the world if there is an economic value.  Therefore, CEFIC takes the
view that emissions trading schemes should take into account supra-national emission
reduction projects.

F���7DUJHW�VHWWLQJ�LV�PDLQO\�D�SROLWLFDO�SURFHVV

The EU Commissions labels its ET scheme as a “market mechanism”. In reality
setting GHG targets for some sectors is a political process. The implementation of a
trading scheme (although generally a market conform instrument), does not change its
nature of a command and control measure since emission rights and rules will be
fixed by state authorities.

The “burden sharing” agreement between the EU Member States sets differentiated
targets for each Member State, thereby in effect redistributing in a sort of “original”
trading the overall reduction burden of – 8% valid for the EU as a whole.

It is difficult to see how such a system would be compatible with setting fair targets at
sector level. It appears that either there is going to be distortion of competition or
some sectors would not be able to enjoy the target redistributed to other sectors of the
same economy.

G���7DUJHWV�RQ�HLWKHU�HQHUJ\�HIILFLHQF\�RU�*+*�LQWHQVLW\�SHU�XQLW�RI�SURGXFWLRQ

The choice between absolute and relative targets is one of the most important issues
for the European chemical industry. In principle, an emissions trading scheme, once
absolute targets are applied to all the participants of the market, is expected to lower
the overall cost of abatement. This is clearly not the case in the Kyoto Protocol since
only Annex –B parties have reduction commitments.

For sectors like the European chemical industry which are engaged in the “production
of commodities traded globally and whose cost is a direct function of the energy
prices”, imposing absolute targets is likely to restrict industrial output while the
production is actually driven by the demand from the market.

The alternatives left to the EU chemical industry are either to reduce production or to
buy emission certificates (whose cost is going to increase year after year) with
consequent loss of competitiveness vis-à-vis imported goods. Producers in non-
committed countries will supply market demand and since their production is linked
to GHG emissions at least as high as in Europe there is no gain in global GHG
reduction and job losses will occur in the EU. On the contrary targets of GHG
intensity (tons GHG / tons product) would allow the EU chemical industry to serve
the market needs and would make a contribution to the country commitment in terms
of  “avoided” if not of “absolute” GHG emissions.
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Therefore, the targets should be either energy efficiency  (if one considers only CO2)
or GHG intensity per unit of production (if one considers the basket of the 6 Kyoto
gases)

H���$OO�JDVHV�FRQWDLQHG�LQ�WKH�.\RWR�EDVNHW�PXVW�EH�LQFOXGHG

Since the ET scheme is initially limited to fixed sources (power production, iron and
steel, refining, chemicals, glass, paper) and include only CO2, the rest of the economy
would be delivering uncertain GHG reductions, even if these sectors are showing the
highest emission growth.

For this reason CEFIC strongly supports the incorporation of all six gases within the
emissions trading scheme, provided that the emissions can be monitored and verified.

I���/HDYH�DOORFDWLRQ�PHWKRGRORJLHV�WR�WKH�0HPEHU�6WDWHV

The question of allocation methodology is a very complex one and it should be
considered carefully whether it is opportune to investigate at EU level how to proceed
on this issue. After all, the main thrust in this respect will be at the national level.
Member States will have to decide themselves how to allocate the burden among the
economic sectors and which measures to use, be it voluntary agreements, flexibility
mechanisms or fiscal incentives.

J�� 1HHG�IRU�DGHTXDWH�FRPSOLDQFH�DQG�PRQLWRULQJ

CEFIC takes the view that setting up adequate compliance and monitoring systems is
necessary not only to contribute to a sound environmental outcome, but also to ensure
that investments in trading certificates by industry will be worth their price.

���&RQFOXVLRQV

For the EU chemical industry voluntary /negotiated agreements constitute the
preferred choice.  These agreements should be negotiated between trade associations
and national/supranational authorities.

To increase the flexibility of the industry, agreements should be combined with the
Kyoto flexible mechanisms, in particular the project based ones, namely Joint
Implementation and the Clean Development Mechanism.

Emissions trading should be reserved to the Contracting Parties.

The possibility of combining long term agreements with ET should be further
examined.
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With regard to the 10 questions listed in the sections 6 to 9 of the Green Paper, CEFIC
would like to comment as follows, keeping however in mind its preferred choices as
outlined in the position document.

$��4XHVWLRQV�UHODWLYH�WR�WKH�6FRSH�RI�DQ�(XURSHDQ�(7�V\VWHP

4XHVWLRQ� ��� :KLFK� VHFWRUV� VKRXOG� EH� FRYHUHG� E\� HPLVVLRQV� WUDGLQJ� ZLWKLQ� WKH
&RPPXQLW\"� 'R� WKH� /&3� DQG� ,33&� 'LUHFWLYHV� RIIHU� D� XVHIXO� VWDUWLQJ� SRLQW� IRU
GHILQLQJ�WKH�VHFWRULDO�FRYHUDJH�RI�D�&RPPXQLW\�HPLVVLRQV�WUDGLQJ�V\VWHP"

Answer 1: Commitment targets (absolute or relative) should be set by negotiation
between authorities and trade associations at national or supranational level.
Flexibility Mechanisms should be optionally available to facilitate meeting of targets.
The availability of this option should be extended to all industrial sectors, since this
will reduce the overall cost of abatement.

4XHVWLRQ� ��� 6KRXOG� WKHUH� EH� D� FRPPRQ� HPLVVLRQV� WUDGLQJ� VFKHPH� ZLWKLQ� WKH
(XURSHDQ� &RPPXQLW\� IRU� FHUWDLQ� VHFWRUV� LQ� WKH� LQWHUHVW� RI� IDLU� FRPSHWLWLRQ�
PD[LPXP�WUDQVSDUHQF\�DQG�OHJDO�FHUWDLQW\�IRU�FRPSDQLHV"

Answer 2: From a fair competition point of view, it would be logical to have the same
targets for the same sectors although due allowance needs to be made for differences
in structure; in this way one could ensure a level playing field within a sector. This
approach, however, is in conflict with the subsidiarity principle and with the burden
sharing agreement, which assigns different targets to the EU Member States, and
presumably to their industrial sectors. Whatever solution will be adopted, it is
essential that the emissions certificates are fungible worldwide/globally and between
sectors. Only through such a system will the most cost- effective solution become
available.

4XHVWLRQ����:RXOG�WKH�IOH[LELOLW\�RIIHUHG�E\�D�FR�RUGLQDWHG�VFKHPH�VXFK�DV´�RSWLQJ
LQ�� RSWLQJ� RXW� ³EH� FRPSDWLEOH� ZLWK� WKH� UHTXLUHPHQWV� RI� WKH� LQWHUQDO� PDUNHW�� RU
ZRXOG�DQ\�DGYDQWDJHV�RI�VXFK�IOH[LELOLW\�EH�RXWZHLJKHG�E\�LQFUHDVHG�FRPSOH[LW\"

Answer 3: The option of opting “in and out” is essential both for sectors and legal
entities. In a scheme, as CEFIC envisages, where the commitments (relative or
absolute) are object of negotiations between sectors and authorities (national or
supranational), the added flexibility of opting in or out of an emissions trading scheme
will prove to be very important for minimizing the overall abatement costs.
The “opt-in” and “opt-out” options must not be used by Member States to arbitrarily
exclude certain sectors from the trading regime. Such action would reduce the
flexibility by limiting the size of the potential market. This could seriously affect the
competitiveness of companies. This problem could be compounded, if other policies
and measures then penalized the same sectors.
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4XHVWLRQ� ���:KDW� VFRSH� LV� WKHUH� IRU� LQGLYLGXDO� 0HPEHU� 6WDWHV� WR� LQFOXGH� PRUH
VHFWRUV� LQ� WKHLU� GRPHVWLF� WUDGLQJ� VFKHPH� WKDQ�PLJKW� EH� FRYHUHG� E\� D�&RPPXQLW\
VFKHPH"

Answer 4: Flexibility and inclusion of as many sectors as wished are important
element of a strategy aiming at the minimization of the overall abatement costs.
As been previously noted the greater the number of participating companies the
greater the scope for cost effective emissions reductions. It is essential, however, that
one sector or company in a Member state is not disadvantaged over another in a
comparable industry in another Member State. An emission reduction made by a
company in a Member State, once verified, should be tradable worldwide.

%��4XHVWLRQV�RQ�0RGDOLWLHV�RI�(PLVVLRQV�7UDGLQJ

4XHVWLRQ������6KRXOG�WKH�RYHUDOO�DPRXQW�RI�DOORZDQFHV�WR�WKH�WUDGLQJ�VHFWRU�LQ�HDFK
0HPEHU� 6WDWH� EH� VXEMHFW� WR� DJUHHPHQW� DW� &RPPXQLW\� OHYHO"� 6KRXOG� WKH� ZD\� LQ
ZKLFK�DOORZDQFHV�DUH�DOORFDWHG�WR�LQGLYLGXDO�FRPSDQLHV�EH�VXEMHFW�RI�DJUHHPHQW�DW
&RPPXQLW\�OHYHO"

Answer 5/6: From a Single Market point of view it is logical to have the same
treatment for the same sectors /companies across the EU. On the other hand
subsidiarity and the burden sharing agreement may justify different approaches.

With respect to burden sharing, it is likely that emission trading is more important to
companies /sectors in some Member States than in others as those companies
potentially strive to meet harsher reduction targets.
Any restrictions in the amount of allowances available for trading in the individual
Member State will have a significant impact on the viability of the emissions trading
market, since this could inflate the cost of emission reductions.

&��4XHVWLRQV�RI�0L[�RI�3ROLFLHV�DQG�0HDVXUHV

4XHVWLRQ� ��� ,V� LW� DJUHHG� WKDW� D� EDODQFH� KDV� WR� H[LVW� EHWZHHQ� VHFWRUV� HQJDJHG� LQ
HPLVVLRQ�WUDGLQJ�ZLWKLQ�WKH�&RPPXQLW\�RQ�WKH�RQH�KDQG��DQG�QRQ�WUDGLQJ�SROLFLHV
DQG�PHDVXUHV�DSSOLHG�WR�RWKHU�VHFWRUV�RQ�WKH�RWKHU"

Answer 7: Yes. Climate Change is a global problem and all sources of emissions have
to contribute to the solution. The fact that energy producing and consuming sectors
are easily identifiable should not be a justification to load them with a
disproportionate burden, particularly in consideration of the progress made by these
sectors so far. The European chemical industry is already subjected to a number of
severe non-trading policies and measures, many of which hamper international
competitiveness. If the EU wishes to achieve its commitments under the Kyoto
Protocol at the lowest economic cost, it is essential that further restrictive policies and
measures - like taxation- are not introduced.

Other policies and measures need to be identified and implemented for those sectors
of the economy that are not bound to commitments made in negotiated agreements
with or w/out trading.
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4XHVWLRQ����+RZ�FDQ�HQYLURQPHQWDO�HIIHFWLYHQHVV�DQG�WUDQVSDUHQF\�EH�VDIHJXDUGHG
XVLQJ�D�PL[�RI�HPLVVLRQ�WUDGLQJ��HQHUJ\�WD[HV�DQG�HQYLURQPHQWDO�DJUHHPHQWV�ZLWK
WDUJHWV�EDVHG�RQ�HQHUJ\�HIILFLHQF\�SHU�XQLW�RI�RXWSXW"

Answer 8: For reasons of increased efficiency there must be a choice of policies and
measures for different sectors of the economy. Despite the introduction of new energy
taxes in a number of Member States and the proposed extension of energy taxation at
EU level, CEFIC does not believe that this is the right way forward for the chemical
industry. It is essential that we avoid imposing unilaterally additional cost burdens,
which will undermine our international competitiveness.
The industry should be able to choose between:

• setting targets (relative or absolute) by negotiation with the option of using the
Kyoto flexible mechanisms

• regulated emissions limits, set in the framework of the IPPC Directive (Best
Available Technology)

CEFIC believes that negotiated agreements with targets of greenhouse gas intensity
(Tons GHG/Tons Product) with the option to trade worldwide, offer to our industry
the needed flexibility, allowing to serve a growing demand for our products and
services, which would otherwise be served by increased imports from not committed
Parties and less EU-exports worldwide, with the result of a decreased environmental
effectiveness globally and reduced international economic competitiveness of EU-
based companies.

'��&RPSOLDQFH�4XHVWLRQV

4XHVWLRQ� ������$UH� WKH� FXUUHQWO\� DYDLODEOH� LQVWUXPHQWV� �PRQLWRULQJ�PHFKDQLVPV�
LQIULQJHPHQW�SURFHGXUHV��VXIILFLHQW"
'R�WKH�HOHPHQWV�RI�FRPSOLDQFH�DQG�HQIRUFHPHQW�PHQWLRQHG�DERYH�EH�FR�RUGLQDWHG
DQG�KDUPRQL]HG�DW�&RPPXQLW\�OHYHO"

Answer 9/10: CEFIC is in favour of a fair and transparent monitoring and compliance
mechanisms, ensuring a proper burden sharing among companies, sectors and
countries of the burden of the Kyoto protocol.
Compliance and enforcement, whilst remaining within the scope of Member States,
must be co-ordinated /harmonized at least at Community level, but more preferably at
global level, in order to avoid distortions of competition.

Determination of non compliance must be carried out rapidly and should be penalised
by a EU- wide standard of penalties depending on the offence. Such penalties should
be designed to support business effort to mitigate the emissions of greenhouse gases.
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*HQHUDO�6WDWHPHQW

Emissions trading, within European Union countries and within Annex I Parties to the
UN Framework Convention on Climate Change, is a means of allowing greenhouse gas
emission targets to be met at least cost.  The system allows emission limits to be allocated
to industrial companies which are then free to meet their obligations in a manner that they
believe is best.  This will include overachieving on reductions where costs are low and
spare permits can be sold at a profit, and underachieving where costs are high and buying
spare permits from other companies to meet targets.  Four key points can be made:

• In principle, a fair system for the initial allocation of permits should require an equal
effort to be made by all companies.  If this could be achieved, there would be little
need for trading, as companies would face similar marginal costs in reducing
emissions.  In practice, it is impossible to estimate a truly fair allocation for all
companies, either initially or into the future, and trading is a mechanism for
smoothing out some of the unfairness.

• The allocation of permits to industry in one country may depend on the success or
otherwise of policies to reduce emissions in other sectors such as transport or
households.  For example, the high duty on road transport fuels in the UK may
dampen demand in this sector and allow a more generous allocation of permits to
industry.  Conversely, the unwillingness of the UK government to extend energy
taxes to households may require a less generous allocation of permits to be given to
industry.  The implication is that industry in the UK, say, might have a more generous
or a less generous allocation of permits compared to some of its competitors in other
EU countries.  Similarly, some EU countries have already been more successful in
mitigating greenhouse gas emissions and the allocation of permits to industry in those
countries may be more generous to reflect the success of past policies.

• The allocation of permits to industry within a country may reflect also that country’s
allocation of emissions reductions under the EU burden sharing agreement.  This
agreement was freely entered into by the Council of Ministers, taking into account
various factors.  It is possible that the burden sharing agreement will allow a more
generous allocation of permits to industry in one country compared to another.
Trading within the EU will allow this unevenness to be smoothed out.  It is not the
job of the Commission to rewrite the burden sharing agreement.

• A permit system will require companies to invest money to reduce emissions which
could reduce their competitiveness compared to non-EU rivals.  Any system should
avoid adding to this reduced competitiveness through adding on other costs such as
an energy tax.  In particular, an auction system for permits would be equivalent to
adding an emissions tax as well requiring companies to reduce emissions.  It is of no
value to the global environment if EU industry closes simply to be replaced overseas.



The redistribution of the revenue from permit auctions or energy taxes to industry
though reduced national insurance or similar taxes does little to reduce the tax burden
on energy intensive industries.  Rather, it would provide a subsidy to labour intensive
industries at a time when some EU member states might be moving towards full
employment.

&RPPHQWV�RQ�6SHFLILF�4XHVWLRQV

4XHVWLRQ� ��� :KLFK� VHFWRUV� VKRXOG� EH� FRYHUHG� E\� HPLVVLRQV� WUDGLQJ� ZLWKLQ� WKH
&RPPXQLW\"�'R�WKH�/&3�DQG�,33&�'LUHFWLYHV�RIIHU�D�XVHIXO�VWDUWLQJ�SRLQW� IRU�GHILQLQJ
WKH�VHFWRUDO�FRYHUDJH�RI�D�&RPPXQLW\�HPLVVLRQV�WUDGLQJ�V\VWHP"

Emissions trading should aim to cover as many sectors and as large a proportion of
emissions as possible.  A divergence of business types is likely to yield a divergence in
ability to reduce emissions or of needs to increase emissions through expansion in output.
There should be a sensible limit for smaller companies for which other types of policy or
measure might be more appropriate.  Additionally, in principle, it would be beneficial to
cover all Kyoto gases in the system eventually, provided that emissions and emissions
reductions can be adequately measured/demonstrated.

4XHVWLRQ����6KRXOG� WKHUH�EH�D� FRPPRQ�HPLVVLRQV� WUDGLQJ� VFKHPH�ZLWKLQ� WKH�(XURSHDQ
&RPPXQLW\�IRU�FHUWDLQ�VHFWRUV�LQ�WKH�LQWHUHVW�RI�IDLU�FRPSHWLWLRQ��PD[LPXP�WUDQVSDUHQF\
DQG�OHJDO�FHUWDLQW\�IRU�FRPSDQLHV"

The target should be to move to a scheme that is compatible with the requirements of all
Annex I Parties under the Kyoto Protocol.  It may be that some EU member countries
would be ready before others to start a trading scheme and they should be encouraged.
An EU wide scheme would then be a second step.

4XHVWLRQ� ��� :RXOG� WKH� IOH[LELOLW\� RIIHUHG� E\� D� FR�RUGLQDWHG� VFKHPH� VXFK� DV� ³RSWLQJ�
LQ´�³RSWLQJ�RXW´�EH�FRPSDWLEOH�ZLWK� WKH� UHTXLUHPHQWV�RI� WKH� LQWHUQDO�PDUNHW��RU�ZRXOG
DQ\�DGYDQWDJHV�RI�VXFK�IOH[LELOLW\�EH�RXWZHLJKHG�E\�LQFUHDVHG�FRPSOH[LW\"

There needs to be flexibility in the early stages of a scheme as some countries will be
ready before others to start.

4XHVWLRQ����:KDW�VFRSH�LV�WKHUH�IRU�LQGLYLGXDO�0HPEHU�6WDWHV�WR�LQFOXGH�PRUH�VHFWRUV�LQ
WKHLU�GRPHVWLF�WUDGLQJ�VFKHPH�WKDQ�PLJKW�EH�FRYHUHG�E\�D�&RPPXQLW\�VFKHPH"

Each member state should be encouraged to include as many sectors as possible into
domestic trading schemes as a divergence of company types will yield a greater
divergence in mitigation costs and hence will improve the scope for trading to reduce
overall costs.



4XHVWLRQ����6KRXOG� WKH�RYHUDOO�DPRXQW�RI�DOORZDQFHV�DOORFDWHG� WR� WKH� WUDGLQJ�VHFWRU� LQ
HDFK�0HPEHU�6WDWH�EH�VXEMHFW�WR�DJUHHPHQW�DW�&RPPXQLW\�OHYHO"

The allocation of permits to the trading sector within a member state will depend on the
success or otherwise of policies in other sectors such as transport or households.  It is
reasonable that companies outside the trading sector be subject to measures requiring
equivalent effort to those within the trading sector.  Any agreement at the Community
level should reflect these principles.

4XHVWLRQ����6KRXOG�WKH�ZD\�LQ�ZKLFK�DOORZDQFHV�DUH�DOORFDWHG� WR� LQGLYLGXDO�FRPSDQLHV
EH�WKH�VXEMHFW�RI�DJUHHPHQW�DW�&RPPXQLW\�OHYHO"�2U��GR�\RX�FRQVLGHU�GHWDLOHG�JXLGHOLQHV
EDVHG� RQ� WKH� VWDWH� DLG� SURYLVLRQV� DQG� RWKHU� UXOHV� RI� WKH� 7UHDW\� WR� EH� VXIILFLHQW� WR
VDIHJXDUG�IDLU�WUHDWPHQW"

The total allocation of permits to the trading sector within a member state will depend on
a number of factors such as the success or otherwise of policies in other sectors such as
transport or households, the success of previous policies in reducing emissions, and the
burden sharing agreement.  It would be unfair if companies in one country should be
penalised if a failure of policies in another member state has led to an increased burden
being placed on industry in that state.  It may be necessary for an agreement at the
Community level to reflect this.  The allocation between sectors or companies within a
member state needs to be done in a simple and transparent way that is as fair to different
companies as possible.  A “grandfathering” system based on recent emissions is likely to
meet these criteria best.

4XHVWLRQ����,V�LW�DJUHHG�WKDW�D�EDODQFH�KDV�WR�H[LVW�EHWZHHQ�VHFWRUV�HQJDJHG�LQ�HPLVVLRQV
WUDGLQJ�ZLWKLQ�WKH�&RPPXQLW\�RQ�WKH�RQH�KDQG��DQG�QRQ�WUDGLQJ�SROLFLHV�DQG�PHDVXUHV
DSSOLHG�WR�RWKHU�VHFWRUV�RQ�WKH�RWKHU"

There needs to be a balance between the trading and non-trading sectors within a member
state based on equivalence of effort.  The total allocation of permits to the trading sector
within a member state will depend on a number of factors such as the success or
otherwise of policies in other sectors such as transport or households, the success of
previous policies in reducing emissions, and the burden sharing agreement.  Thus there
will be differences in allocation between member states.

4XHVWLRQ� ��� +RZ� FDQ� HQYLURQPHQWDO� HIIHFWLYHQHVV� �LQ� WHUPV� RI� IXOILOOLQJ� WKH� .\RWR
3URWRFRO¶V� FRPPLWPHQWV�� DQG� WUDQVSDUHQF\� EH� VDIHJXDUGHG� XVLQJ� D� PL[� RI� HPLVVLRQV
WUDGLQJ�� HQHUJ\� WD[HV� DQG� HQYLURQPHQWDO� DJUHHPHQWV� ZLWK� WDUJHWV� EDVHG� RQ� HQHUJ\
HIILFLHQF\�SHU�XQLW�RI�RXWSXW"

Targets based on energy efficiency per unit of output may be a useful starting point in
getting companies to take actions within a voluntary/negotiated agreement.  Once a
trading scheme is operational, covering a variety of industrial sectors, then those
companies would have the ability to buy additional permits to cater for expansion and
should be allocated straight emission permits as part of the trading scheme.  Companies
within the trading sector should not be subject to other policies and measures such as



energy taxes, efficiency requirements under IPPC or voluntary/negotiated agreements as
these would unnecessarily increase costs or reduce the flexibility of companies to meet
targets in a least cost manner.

4XHVWLRQ� ��� $UH� WKH� FXUUHQWO\� DYDLODEOH� LQVWUXPHQWV� �0RQLWRULQJ� 0HFKDQLVP�
LQIULQJHPHQW�SURFHGXUHV��VXIILFLHQW�RU�VKRXOG�DGGLWLRQDO�WRROV�EH�GHYHORSHG�LQ�RUGHU�IRU
WKH� &RPPXQLW\� WR� DGHTXDWHO\� DVVHVV� FRPSOLDQFH� LQ� WKH� FRQWH[W� RI� HPLVVLRQV� WUDGLQJ
ZLWKLQ�WKH�&RPPXQLW\"

There is a need to ensure that the requirements for compliance are similar across the EU.

4XHVWLRQ�����'R�WKH�HOHPHQWV�RI�FRPSOLDQFH�DQG�HQIRUFHPHQW�PHQWLRQHG�DERYH�ZDUUDQW
FR�RUGLQDWLRQ� RU� KDUPRQLVDWLRQ� DW� &RPPXQLW\� OHYHO�� DQG� ZKLFK� HOHPHQWV� DUH� PRUH
DSSURSULDWHO\�XQGHUWDNHQ�E\�0HPEHU�6WDWHV"

There is a need to ensure that the requirements for compliance and the penalties for non-
compliance are similar across the EU.  Additionally, there may be a need for a
mechanism to reward companies involved in trading that overachieve in the years before
the UNFCCC compliance period and which bank spare emission permits.

Ken Gregory

25 July 2000

Centre for Business and the Environment
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UK
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&RQIpGpUDWLRQ�(XURSpHQQH�GHV�3URSULpWDLUHV�)RUHVWLHU��D�V�E�O�
&RQIHGHUDWLRQ�RI�(XURSHDQ�)RUHVW�2ZQHU��QRQ�SURILW�RUJDQLVDWLRQ

=HQWUDOYHUEDQG�GHU�(XURSlLVFKHQ�:DOGEHVLW]HU��Q�Z�9�

%XUHDX�GH�%UX[HOOHV��5XH�GX�/X[HPERXUJ��������������%������%UX[HOOHV����
7����������������� )���������������� (�PDLO���FHSI#�SODQHWLQWHUQHW�EH

&(3)�FRPPHQWV�RQ�WKH�*UHHQ�3DSHU�RQ�(PLVVLRQV�WUDGLQJ
�&20�22�����

&(3)�ZHOFRPHV�WKH�&RPPLVVLRQ�V� LQYLWDWLRQ�WR� LQWHUHVWHG�SDUWLHV� WR�FRPPHQW�RQ
WKH�*UHHQ�SDSHU�RQ�HPLVVLRQV�WUDGLQJ��(7��

7KH� (XURSHDQ� 8QLRQ� LV� SODQQLQJ� WR� LPSOHPHQW� LWV� GRPHVWLF� HPLVVLRQV� WUDGLQJ
VFKHPH� E\� WKH� \HDU� ������ 7KLV� VFKHPH� ZLOO� DW� ILUVW� FRQFHQWUDWH� RQ� ELJ� HPLVVLRQ
VRXUFHV�DQG�RQO\�RQ�FDUERQ�GLR[LGH��&(3)�VXSSRUWV�WKH�&RPPLVVLRQ·V�LQLWLDWLYH�WR
JHW� H[SHULHQFH�RQ� WKH�HPLVVLRQV� WUDGLQJ�EHIRUH� WKH�JOREDO�(7� VFKHPH�ZLOO� VWDUW� LQ
�����

+RZHYHU�WKH�(XURSHDQ�SULYDWH�IRUHVW�RZQHUV�IHHO�WKDW�WKH�FRQWULEXWLRQ�RI�(XURSHDQ
IRUHVWV� WR� VXFK�DQ�(7�VFKHPH� LV�QRW� IXOO\� WDNHQ� LQWR�DFFRXQW� LQ� WKH�*UHHQ�3DSHU�
$OWKRXJK� WKHUH� DUH� DW� WKH�PRPHQW� XQFHUWDLQWLHV� UHJDUGLQJ� WR� VLQNV� LQ� IRUHVWV� DQG
VWRUDJH� LQ� IRUHVW� LQGXVWU\� SURGXFWV�� WKH� SRVVLELOLW\� WR� LQFOXGH� IRUHVWU\� XQGHU� (7
VKRXOG�EH�IXUWKHU�GHYHORSHG�LQ�FR�RSHUDWLRQ�ZLWK�IRUHVW�RZQHUV�DQG�VFLHQWLVWV�

)RUHVWV� DEVRUE� FDUERQ� IURP� WKH� DWPRVSKHUH� YLD� SKRWRV\QWKHVLV� DQG� UHOHDVH� LW� YLD
UHVSLUDWLRQ�DQG�GHFD\��)RUHVW� LQGXVWU\�SURGXFWV� VHTXHVWHU�FDUERQ� IRU� ORQJ�SHULRGV�
:KHQ�ZRRG�LV�XVHG�IRU�HQHUJ\�SURGXFWLRQ��LW�RQO\�UHOHDVHV�WKH�DPRXQW�RI�FDUERQ�LW
KDV� DEVRUEHG� GXULQJ� LWV� JURZWK�� ,Q� WKH� ORQJ� UXQ�� WKH� FDUERQ� F\FOH� RI� IRUHVWV� LV� D
FORVHG�RQH��:RRG�LV�D�UHQHZDEOH�DQG�HQYLURQPHQWDOO\�IULHQGO\�QDWXUDO�UHVRXUFH�DQG
PDWHULDO�� %\� LQFUHDVLQJ� WKH� RYHUDOO� F\FOH� RI� FDUERQ� LQ� IRUHVWV� WKURXJK� VXVWDLQDEOH
IRUHVW�PDQDJHPHQW�DQG�WKH�XVH�RI�IRUHVW�LQGXVWU\�SURGXFWV��ZH�FDQ�VXEVWLWXWH�RWKHU�
OHVV�HQYLURQPHQWDOO\�IULHQGO\�PDWHULDOV�

7KH� VLQN� LQ� (XURSHDQ� IRUHVWV� LV� ����� 7J� FDUERQ� DQQXDOO\� �/LVNL�� .DUMDODLQHQ�
3XVVLQHQ�� 1DEXXUV� DQG� .DXSSL� ������� )RUHVWV� JURZ� PXFK� PRUH� WKDQ� WKH\� DUH
KDUYHVWHG�� 7KLV� IDFW� LV� QRW� UHIOHFWHG� LQ� WKH� FXUUHQW� LQWHUSUHWDWLRQ� RI� WKH� .\RWR
3URWRFRO��ZKLFK�LV�YHU\�OLPLWHG�

7KH�$UWLFOH�����RI� WKH�.\RWR�3URWRFRO� RQO\� WDNHV� LQWR�DFFRXQW�D� VPDOO� IUDFWLRQ�RI
WRWDO� FDUERQ� VWRFN�� E\� OLPLWLQJ� WKH� PRQLWRULQJ� WR� DIIRUHVWDWLRQ�� UHIRUHVWDWLRQ� DQG
GHIRUHVWDWLRQ�VLQFH������
7KH� $UWLFOH� RQ� DGGLWLRQDO� KXPDQ�LQGXFHG� DFWLYLWLHV� �$UW�� ����� DQG� WKH� IOH[LEOH
PHFKDQLVPV��KRZHYHU��RIIHU�VRPH�RSSRUWXQLWLHV�WR�(XURSHDQ�SULYDWH�IRUHVW�RZQHUV
WR�FRQWULEXWH�



&XUUHQWO\�RQO\�D� IUDFWLRQ�RI� IRUHVWV� DUH� FRQVLGHUHG� LQ� WKH�.\RWR�FDOFXODWLRQV��7KH
SLFWXUH�JLYHQ�E\�WKHVH�FDOFXODWLRQV�LV�QRW�UHDOLVWLF�
'HSHQGLQJ�RQ�WKH�GHILQLWLRQ��(XURSHDQ�IRUHVWV�IRUP�HLWKHU�D�VRXUFH�RU�D�VPDOO�VLQN
RI� &2��� 8VLQJ� )$2� GHILQLWLRQV� IRU� WKHVH� DFWLYLWLHV�� LQFOXGLQJ� KDUYHVWLQJV� LQ� WKH
UHIRUHVWDWLRQ�� IRUHVWV� DUH� D� VRXUFH� RI� ����� 7J� &� \HDU���� 8VLQJ� ,3&&� GHILQLWLRQV�
IRUHVWV� DUH� D� VLQN�RI� �����7J�&� \HDU��� �ERWK� ILJXUHV� IURP�/LVNL� HW� DO�� �������%XW� LI
KDUYHVWLQJV�DUH�QRW�WDNHQ�LQWR�DFFRXQW��(XURSHDQ�IRUHVWV�DUH�D�VLQNV�RI����7J�&�\��

�)$2�GHILQLWLRQV��RU�����7J�&�\����,3&&�GHILQLWLRQV���3lLYLQHQ��.DUMDODLQHQ��/LVNL�
3XVVLQHQ�DQG�1DEXXUV��������&RPSDUHG� WR� WKH� UHDO� VLQN�RI� IRUHVWV�������7J�&�\���
WKHVH�ILJXUHV�VHHP�YHU\�PLVOHDGLQJ�

&(3)�XUJHV�WKH�&RPPLVVLRQ�WR�FRQVLGHU�&2��VLQNV�DQG�VWRUDJHV�ZKHQ�VHWWLQJ�XS�DQ
HPLVVLRQV� WUDGLQJ� VFKHPH� IRU� WKH� (8�� ,Q� DGGLWLRQ� (XURSHDQ� IRUHVW� RZQHUV� PXVW
EHQHILW�IURP�WKH�IDFW�WKDW�WKH\�RZQ�WKH�VLQNV�

5HIHUHQFHV�

/LVNL��-���.DUMDODLQHQ��7���3XVVLQHQ��$��1DEXXUV��*��-��DQG�.DXSSL��3��������7UHHV
DV� FDUERQ� VLQNV� DQG� VRXUFHV� LQ� WKH� (XURSHDQ� 8QLRQ�� (QYLURQPHQWDO� 6FLHQFH� 	
3ROLF\��,Q�SUHVV�

3lLYLQHQ�� 5��� .DUMDODLQHQ�� 7��� /LVNL�� -��� 3XVVLQHQ�� $�� $QG� 1DEXXUV�� *��-�� ����
&DUERQ� UHPRYDOV� E\�(XURSHDQ� IRUHVWV��7HFKQLFDO� UHSRUW� IRU� WKH�(($� UHSRUW� ´7KH
HQYLURQPHQW� LQ� WKH�(XURSHDQ�8QLRQ�DW� WKH� WXUQ�RI� WKH�FHQWXU\µ��7HFKQLFDO� UHSRUW
1R������(XURSHDQ�(QYLURQPHQWDO�$JHQF\��&RSHQKDJHQ�
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���,QWURGXFWLRQ

The paper industry supports the development of an emission trading scheme as one
cost effective tool to reduce greenhouse gas emissions.  The various instruments
developed to mitigate carbon dioxide emissions, be it negotiated agreements,
regulatory measures, taxation or emission trading, are to be considered as alternative
and not as simultaneously applicable measures so as to avoid an unjustified burden on
some sectors of society.

The rules governing the flexible mechanisms, and especially emission trading, are still
very uncertain.  While the paper industry is keen to see a prompt development of these
market base mechanisms, it calls for a sound definition of rules so as to avoid
distortion of competition or raw material markets.

The paper industry is in favour of the inclusion of sinks in the mechanisms since the
sequestration of carbon in trees and forest-based products is a part of the carbon cycle
and of the Kyoto Protocol and more importantly of the natural carbon cycle.  However,
it urges authorities to properly assess its potential impact, so as to avoid side effects,
such as an excessive use of the forest for fuel production (the cycle of wood used for
energy is short compared to the cycle of wood used for producing renewable goods),
the static management of forests (carbon sequestration is optimal in growing trees) or
an excessive pressure on the wood fibre market which would be detrimental both
economically and environmentally.

The paper industry believes that an emission trading scheme must be:
• FUHGLEOH� DQG� WUDQVSDUHQW, that is deliver agreed objectives that need to be

monitored through a transparent monitoring and verification system;
• VLPSOH, that is avoid unnecessary administrative burden;
• FRVW�HIIHFWLYH�

• the scheme should be as wide as possible so as to ensure its cost-
effectiveness and therefore become international as soon as possible and
open to all interested parties, private and public sectors and companies;

• There should be no upper limit to trading as any restriction would increase
costs and add to the administrative and economic burdens; if such a restriction
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is applied unilaterally in the EU, it would undoubtedly have a very negative
impact on the EU’s competitiveness;

• Transaction costs should be kept to the minimum;
• &UHGLW: Banking of tradable units and credit for early action should be allowed.

The paper industry is increasingly a global industry and as such it very much favours a
common EU-wide emission trading scheme becoming as soon as possible an
international scheme.  It also urges for consideration of sectors’ past and early
achievement, energy efficiency, the ability to grow and the relative share of the sector
in the overall emissions.  In this respect, grandfathering offers more flexibility than
auctioning.  The paper industry is opposed to a system of auctioning that would be
equivalent to taxation and would jeopardise the competitiveness of EU industry.

���5HVSRQVHV�WR�WKH�&RPPLVVLRQ�*UHHQ�3DSHU�RQ�(PLVVLRQ
7UDGLQJ

Question 1: Scope of the EU Emission Trading scheme?
The scope of the EU scheme should be as broad as possible so as to ensure cost-
effectiveness and foresee a rapid link with the coming international scheme.  Although
the Green paper mentions six main sectors, measures should not be neglecting other
major sources of emissions, such as transport, domestic and non-intensive business
and industry emissions.

The setting of greenhouse gas emissions targets needs to take account of various
elements which may be sector specific, and of the existence of other measures such
as negotiated agreements, energy efficiency plans etc.  It therefore seems more
appropriate to set targets through negotiations rather than through the IPPC or LCP
directives.

Question 2: Should there be a common Emission Trading scheme within the EU for
certain sectors?
The paper industry is in favour of a Community wide approach so as to ensure the
easiest possible functioning for small and large international companies alike; a
uniform EU scheme would also secure an easier transition towards an international
scheme. It would also be more respectful of internal market rules.

Question 3. Would the flexibility offered by a co-ordinated scheme such as “opting out”
be compatible with the requirements of the internal market, or would any advantages of
such flexibility be outweighed by increased complexity?
A common trading system would certainly be simpler, more transparent and more
respectful of internal market rules.  However, opting in and out” may be a key element
for acceptance by some Member States.  A minimum set of common rules however
needs to be established.

Question 4: What scope is there for individual Member States to include more sectors
in their domestic trading scheme than might be covered by a Community scheme?
The paper industry is in favour of a common set of rules for an EU wide emission
trading scheme so as to ensure cost-effectiveness, transparency and easy use by
individual companies that may have operations in several EU Member States.  The
scheme should include as many sectors as possible even in the early (pilot) stage so
as to prepare for the widest possible international scheme.  In this respect, CEPI feels
that it could be wiser to start with a few sectors at both national and EU levels and
expand accoridng to a certain timetable.
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Question 5: Should the overall amount of allowances to the trading sector in each
Member State be subject to agreement at Community level?
No, since the past and present energy policies vary from Member State to Member
State.  This implies that any measure adopted to reduce greenhouse gas emissions
should take account of the past and early achievements, of the capability to grow and
of the relative share of emissions of the sector considered.  The international
competitive position of a sector should also be considered when setting targets, as
should other measures adopted such as directives on energy efficiency or other
environmental aspects.  There should however be a set of rules ensuring a certain
harmonisation in the way targets are being set by Member States with a view to meet
national targets.

Question 6: Should the way in which allowances are allocated to individual companies
be the subject of agreement at Community level?  Or do you consider detailed
guidelines based on the state and provisions and other rules of the Treaty to be
sufficient to safeguard a fair treatment?
The existing Treaty and Community rules should be the baseline on which any
emission trading scheme is developed.  However, there may be a need to review some
of the rules to ensure that no unnecessary obstacles are put to the sectors or
companies that wish to use emission trading as a cost-effective way to meet targets, so
as to avoid excessive requirements in the EU compared to other parts of the world.

Question 7: Is it agreed that a balance has to exist between sectors engaged in
emission trading within the Community on the one hand and non trading policies and
measures applied to other sectors on the other?
CEPI feels that there is a clear and necessary interrelatiion between the possible tools
to reduce greenhouse gas emissions, namely energy efficiency measures defined in a
negotiated agreement, emission trading or taxation of energy products.  lmposing the
three measures simultaneously would definitively jeopardise industry’s
competitiveness and would be detrimental to both the EU economy and the global
environment.   Existing measures, such as regulations and directives, imposing
sometimes demanding and costly requirements on industry should also be considered.

The paper industry supports the conclusion of negotiated agreements, linked to an
emission trading scheme to come into effect in 2005.  When available, trading could
become a sort of safety valve for sectors having agreed to quantified emission
reduction targets.  The negotiated agreements could also – but it would be a case-by-
case approach and is too early to say now – simply be implemented through
participation in an emission trading scheme.

Question 8: How can environmental effectiveness and transparency be safeguarded
using a mix of emission trading, energy taxes and environmental agreements with
targets based on energy efficiency per unit of output?
The paper industry supports the implementation of a mix of instruments so as to
ensure the best cost-efficiency of action.  The targets should be set through
consultation, if possible set in a negotiated agreement, with an option to trade.  Those
sectors (or companies) not covered by an agreement or by trading could be covered by
energy taxation or imposed emission limits.  Environmental effectiveness is poorly
achieved by energy taxes however.

The advantage of negotiated targets is that it allows to consider the sector’s specific
characteristics, past and early achievements, ability to grow and potential
achievements.  Although desirable from a competition point of view the setting of
unified targets per sector could be problematic because of different national energy
profiles (in some countries a simple switch from coal to natural gas would allow
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substantial emission reductions while in others such a switch has already largely taken
place).

Question 9: Are the currently available instruments sufficient or should additional tools
be developed in order for the Community to adequately assess compliance in the
context of emissions trading within the Community?

Question 10: do the elements of compliance and enforcement mentioned above
warrant co-ordination or harmonisation at Community level and which elements are
more appropriately undertaken by member States?

The paper industry supports a transparent and credible verification and monitoring
mechanism that should be developed and applied in co-operation between
stakeholders so as to ensure that the expertise available in industry is best used.  The
respect of fair objectives requires EU-wide monitoring rules.
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,QWURGXFWLRQ

The European ceramics industry embraces a great variety of products ranging from bricks, tiles,
sanitaryware, clay pipes, refractories and technical ceramics to tableware and ornamentalware. For
all ceramic products production processes require an extensive use of energy, mainly used for the
drying and the firing of clays, transforming them into ceramics products.
The process of innovation in the ceramics industry comprehends new production and energy saving
technologies (better kiln furniture, setting materials, efficient isolation, quick firing, single firing,
automisation, etc.) and the use of clean natural gas (now standing at 80% of energy consumption).
The result is an increase of energy efficiency and a continuous reduction of fuel consumption and
CO2 emissions.

&pUDPH�8QLH�REVHUYDWLRQV�RQ�WKH�*UHHQ�3DSHU

The European ceramics industry recognises the importance of the emissions trading to reduce
greenhouse gas emissions, and welcomes the wide consultation process launched by the European
Commission at this respect.

We believe that the emissions trading scheme can be an advantage for the ceramics industry taking
into account the following considerations:

1. Emissions trading should be agreed and operational at international (not only EU) level in the
framework of the Kyoto Protocol.

2. Companies should be able to trade across different sectors in order to involve the whole
production-cycle in the trading system.

3. Allowance of permits for emissions of CO2 should be allocated by auctioning in accordance with
the needs of the company. A system of grandfathering would not take account of innovations on
assortments and technologies.

4. In order to give certainty to the system, emissions targets should be set for long periods for at
least 5 years.

5. Outsiders of the scheme should not benefit from economic advantage. The potential competitive
distortions should be limited by equivalent policies and measures on sectors not covered by the
scheme.

6. Efficient administrative proceedings are required to facilitate the participation of companies. This
is specially needed for the many SMEs which in our industry are predominant.

&RQFOXVLRQ

An international emissions trading scheme is a positive instrument to help the industry to reduce
emissions of greenhouse gases, in particular CO2. Small and medium-sized companies should be
enabled to take advantage of these global mechanisms proposed in the Kyoto Protocol. For these
reasons, the ceramics industry supports the initiative of an international emissions trading and looks
forward to participate in it.

&RPPHQWV�RQ�WKH�*UHHQ�3DSHU�RQ�JUHHQKRXVH�JDV�HPLVVLRQV�WUDGLQJ
ZLWKLQ�WKH�(XURSHDQ�8QLRQ�&20��������
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This paper gives the views of the European cogeneration industry in response to the
Green Paper presented by the Commission earlier this year on a Greenhouse Gas
Trading Scheme within the European Union.  COGEN Europe1 welcomes the
opportunity to comment on the Emission Trading proposals of the European
Commission.  In principle we firmly believe that market based mechanisms for
greenhouse gas reductions are a highly effective tool and, therefore, this Green
Paper is an important document.  COGEN Europe congratulates the Commission on
bringing forward such a document and our reposes to the questions posed are
intended as a positive contribution to the debate.

This paper is in three parts:
• A background on the role of cogeneration to greenhouse gas reductions;
• Some comments on Emissions Trading generally;
• Responses to the questions posed in the Green Paper.

%$&.*5281'

In 1997, the year of the Kyoto agreement, the EU set a useful target for the
development of cogeneration: a doubling of electricity produced in this mode by 2010
i.e. an average of 18 % of cogenerated electricity EU wide.  The base year for this is
1995 when 9% of electricity was produced by cogeneration.  Where are we at three
years later?

Existing cogeneration capacity is stagnating or even endangered in several countries
and most new projects are on hold.  It seems that the wrong path taken for
cogeneration production goes in parallel with the wrong CO2 emissions path, making
doubtful a EU success on both targets.  Non-technical obstacles such as lengthy
administrative procedures, high connection costs or high emergency supply costs still
hamper the development of cogeneration in many Member States.  Having an even
more significant impact is the imperfect and partial liberalisation of EU energy
markets, however the policy response so far has been rather weak.  The recent
Action Plan on Energy Efficiency is a good step in the right direction but needs to be
strengthened and the actions specified delivered in full.

Cogeneration offers the best use of valuable fossil fuels, combining high efficiency
and low emissions, flexibility to meet specific needs for heat and power, and reducing
transmission losses by being situated close to the end user.  The trend towards
decentralised power production will also favour the increasing use of renewable
energy and further improvements in energy efficiency at the point of use.  Nowadays,
the major contribution that cogeneration can make to achieve the Kyoto targets is not
argued by anybody, nor is the fact that these targets can not be realistically achieved
without increasing the share of cogeneration.

When considering what is sustainable development, it is often easier to begin with
understanding what is not sustainable.  In the energy sector the use of fossil fuels to
provide the energy requirements of industrial, commercial and residential activities is
                                           
1 The European Trade Association for the Promotion of Combined Heat and Power, representing more
than 200 member organisations in all EU countries and the candidate countries of Central and Eastern
Europe.
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the principal cause of greenhouse gas emissions.  The fact that in almost all
industrialised economies the efficiency of energy conversion is very low exacerbates
the impacts.  The current development model based on centralised power
production, which rejects 50% or more of the energy input as waste heat and
electricity transportation losses, is in many countries the single largest emission of
carbon dioxide.  Whilst at the same time in the places where energy is consumed
heat and/or cooling are also required, which is produced by boilers, where a further
20% of energy input is wasted.  This wasteful use of fossil fuels is unsustainable,
unnecessary and uneconomic.  Cogeneration allows the electricity generation to take
place at the same place as the electricity and heat/cooling are consumed.  By
combining power and heat generation into a single process energy losses are cut by
15 to 40% and carbon dioxide emissions are reduced by up to 50%.  Those countries
without a fully-developed energy infrastructure have a unique opportunity to ‘leapfrog’
unsustainable energy technologies and invest instead in a variety of commercially-
available technologies that are cleaner and provide better quality services.  In this
respect, cogeneration is a much more sustainable option than centralised electricity
production.  In addition, it is decentralised providing energy close to where it is
consumed.  Decentralisation is a feature of many renewable energy technologies and
thus both cogeneration and renewable energies face similar issues, challenges and
their development is complementary.

$�FOLPDWH�IULHQGO\�WHFKQRORJ\

The high energy efficiency potential of cogeneration brings about clear climate
benefits: the European Commission has calculated that the average emission
reduction of each new MWh of cogeneration is currently 500 kg of CO2.  For the
future, this value depends on the adopted reference scenario for future power sector
developments, but is always substantial (see Graph from WWF below).

Cogeneration, conventional or biomass-fired, appears as one of the main solutions,
offering reductions in carbon emissions of up to 350 Mt by 2020, as demonstrated in
a recent report of IPSEP.  This report2, focusing only on plants to be built in 2000-
2020, estimates the corresponding potential for reductions in year 2020 electricity
sector carbon emission.  With 75-90% of additional capacity built as cogeneration
plants, CHP would contribute 58-69% of total thermal power generation in 2020.
Carbon emissions would be cut by about 290-350 Mt CO2.  At the maximum level,
power sector carbon emissions in the so-called Hypermarket scenario would be cut
by about 30%.  Even then, only about half of the CHP-suitable demand for heat
would be provided by cogeneration plants.

Dr. Florentin Krause, principal investigator at IPSEP, indicates that ‘the scenarios of
the (European Commission’s) Energy Directorate are not anywhere close to these
potentials.  In the Hypermarket scenario, the cogeneration share of 2000-2020
thermal capacity additions is a mere 16%, and less than a quarter of feasible carbon
savings are realised. In the Forum scenario, the contribution rises to 24% of 2000-
2020 thermal additions. (...) These differences aside, all scenarios of the European
Commission fall short not only of the technical potential, but also of the cogeneration
potentials realised by policy leaders in Europe’.

                                           
2 ‘Cutting carbon emissions while making money’, IPSEP, 2000.
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(0,66,216�75$',1*

The role of cogeneration will be important as the international effort to cut emissions
gathers momentum.  It is, of course, not the only solution - but it will almost certainly
be one of the leading ones.  If the flexibility mechanisms are to work effectively to
stimulate cogeneration, COGEN Europe has identifies the following key design
aspects that must be taken into account:

• Cogeneration schemes are usually smaller than conventional power generating
alternatives.  Energy Trading, JI and CDM regimes must ensure that this does not
cause them to be omitted as a source of emissions credits at the outset and for
the duration of the regime.

• Cogeneration poses a particular set of problems in relation to baseline
calculations, which must not be used as an excuse to omit it from CDM, JI or
credit trading regimes.

• In the future, cogenerators are likely to be new actors in the electricity market as
well as established players.  There must be no barriers to newer and smaller
players in the trading market.

• The ownership of cogeneration is becoming an increasingly complicated matter.
Ownership by a heat host can prevent a trading regime applied to the electricity
sector from having an efficient impact through the stimulation of cogeneration.

In the view of COGEN Europe the Flexibility Mechanisms need to be designed so
that the smallest renewable energy project can benefit from the mechanisms.  They
must not just support large projects that are administratively easier to deal with.

Fig. 1 - Carbon dioxide emissions from fossil based power 
production

0

200

400

600

800

1000



&2*(1�(XURSH�3RVLWLRQ�3DSHU

                                                                                                                                                                                              
The European Association for the Promotion of Cogeneration Page 5
rue Gulledelle 98 • 1200 Brussels • Belgium
T+32 2 772 82 90 • F+32 2 772 50 44 • e-mail: info@cogen.org • web: www.cogen.org

The Emissions Trading Scheme is an integral part of the total EU response to
meeting the challenges set by the Kyoto process.  We welcome the initiative of the
EU Commission to bring all interested stakeholders around a table under the
European Climate Change Programme (ECCP). To be successful, the ECCP should
lay down a limited number of specific policies and measures in the sector of energy
efficiency and renewable energy to be adopted as a matter of priority to achieve the
EU climate protection objectives, which also have other ancillary benefits. In this
context, it is important that the ground rules to provide the necessary consistency
between Policies and Measures and the proposed “emission trading” scheme is
established. It is important that the right balance is struck between emission trading
and other Policies and Measures.

5(63216(6�72�7+(�48(67,216

4XHVWLRQ����:KLFK�VHFWRUV�VKRXOG�EH�FRYHUHG�E\�HPLVVLRQV�WUDGLQJ�ZLWKLQ�WKH
&RPPXQLW\"��'R�WKH�/&3�DQG�,33&�'LUHFWLYHV�RIIHU�D�XVHIXO�VWDUWLQJ�SRLQW�IRU
GHILQLQJ�WKH�VHFWRUDO�FRYHUDJH�RI�D�FRPPXQLW\�HPLVVLRQV�WUDGLQJ�V\VWHP"

The Green Paper lists a number of industrial sectors and the electricity and heat
production as sectors suitable for inclusion in an emissions trading system.  It also
suggests that the LCP and IPPC Directives are a good starting point.

COGEN Europe contends that limiting the scope to large plants will reduce the scope
for developing smaller scale projects within such a scheme.  It may also encourage
sub-optimal projects by excluding alternatives.  To illustrate this point between 25%
and 50% of the cogeneration capacity in Europe is less than the threshold of 50 MW
thermal input.  This covers an enormous number of sites.  These schemes would be
excluded from the Emissions Trading system.  In addition all new schemes below the
threshold would be excluded and therefore discriminated against.  If the target for
doubling cogeneration is met by the European Union a similar percentage of capacity
will come from smaller schemes.  On the contrary larger more inefficient power
stations will be encouraged by the scheme, resulting in technology lock-in.

Cogeneration is a significant player in both the heat and electricity sectors,
discriminating on size is both arbitrary and will create yet another institutional barrier
to its development.  If a size threshold is to be placed on sectors participating in the
scheme then a more appropriate size would be 1 MWe.  This size is used in some
Member States, for example Belgium and the UK, as a GH�PLQLPXV limit for licensing.

Many actors are discussing the future shape of the energy sector.  There is a
substantial body of opinion that believes that the electricity sector will move towards
a more decentralised model based on cogeneration and renewable energy sources.
This will be both more sustainable and bring enormous reductions in greenhouse gas
emissions.  Therefore, the Emissions Trading system must assist in this
development.

&2*(1�(XURSH�WKHUHIRUH�SURSRVHV�WKDW�QR�VL]H�OLPLW�LV�SODFHG�RQ�HOHFWULFLW\
DQG�KHDW�VHFWRUV�DQG�DOO�FRJHQHUDWLRQ�LV�LQFOXGHG�LQ�WKH�VFKHPH�
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The other criteria stated in defining which sectors should be included were
“environmental effectiveness, economic efficiency, the potential effects on
competition, administrative feasibility and the possible existence of alternative
policies and measures”.

Cogeneration is the cleanest way to burn fossil fuels because of the high level of
energy efficiency achieved.  It is also an extreme cost effective solution.  In Finland,
where electricity prices are low, the only thermal power stations that are economic
are cogeneration schemes.  By excluding smaller schemes it would damage
competition as cogeneration is a major competitor to centralised power generation,
and it introduces a large range of new actors to the electricity market.  The
administrative burden does not need to be great, for instance Germany is proposing
to introduce a cogeneration trading scheme without size limits.  Finally, other policies
and measures to grow the market for cogeneration, compatible with the EU
cogeneration target, are weak and this Emission Trading scheme would certainly
increase the chances of achieving the target

&2*(1�(XURSH�DIILUPV�WKDW�FRJHQHUDWLRQ�LV�RQH�RI�WKH�EHVW�WHFKQLTXHV�WR
UHGXFH�JUHHQKRXVH�JDV�HPLVVLRQV�LQ�WKH�KHDW�DQG�HOHFWULFLW\�VHFWRUV�
7KHUHIRUH�WKH�(PLVVLRQV�7UDGLQJ�VFKHPH�PXVW�KHOS�VWLPXODWH�LWV�JURZWK�

Turning to the sectors to be included, whilst COGEN Europe does represent an
industrial branch of the economy, we would wish to see Food and Drink, Airports and
Public Sector buildings included in the scope of the Emissions Trading system.

4XHVWLRQ����6KRXOG�WKHUH�EH�D�FRPPRQ�HPLVVLRQV�WUDGLQJ�VFKHPH�ZLWKLQ�WKH
(XURSHDQ�&RPPXQLW\�IRU�FHUWDLQ�VHFWRUV�LQ�WKH�LQWHUHVW�RI�IDLU�FRPSHWLWLRQ��PD[LPXP
WUDQVSDUHQF\�DQG�OHJDO�FHUWDLQW\�IRU�FRPSDQLHV"

A common system is appropriate and certainly for the power and heat sectors due to
the strong relationships between the two.  This is certainly true for District Heating
with cogeneration but also true for on-site cogeneration in industrial and large
building applications.

Harmonised rules and conditions result in economic efficiency and less market
distortions.  In any trading scheme account needs to be taken of commodities that
are traded across borders.  Electricity is one of these.  Without a common system for
Emissions Trading how will cross-border trade of electricity be accounted for?

&2*(1�(XURSH�UHFRPPHQGV�WKDW�WKH�&RPPLVVLRQ�GHYHORSV�D�FRPPRQ
(PLVVLRQV�7UDGLQJ�6\VWHP�

4XHVWLRQ����:RXOG�WKH�IOH[LELOLW\�RIIHUHG�E\�D�FR�RUGLQDWHG�VFKHPH�VXFK�DV�³RSWLQJ�
LQ´�³RSWLQJ�RXW´�EH�FRPSDWLEOH�ZLWK�WKH�UHTXLUHPHQWV�RI�WKH�LQWHUQDO�PDUNHW��RU�ZRXOG
DQ\�DGYDQWDJHV�RI�VXFK�IOH[LELOLW\�EH�RXWZHLJKHG�E\�LQFUHDVHG�FRPSOH[LW\"

A co-ordinated scheme would be more complex, less transparent and much less
beneficial for the EU as a whole.  National protectionism could be used to favour
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national interests, thus causing unnecessary inefficiencies.  It would also distort the
internal energy market.

&2*(1�(XURSH�EHOLHYHV�WKDW�D�FR�RUGLQDWHG�VFKHPH�ZRXOG�EULQJ�JUHDWHU
FRPSOH[LW\�DW�WKH�H[SHQVH�RI�IOH[LELOLW\�

4XHVWLRQ����:KDW�VFRSH�LV�WKHUH�IRU�LQGLYLGXDO�0HPEHU�6WDWHV�WR�LQFOXGH�PRUH
VHFWRUV�LQ�WKHLU�GRPHVWLF�WUDGLQJ�VFKHPH�WKDQ�PLJKW�EH�FRYHUHG�E\�D�&RPPXQLW\
VFKHPH"

&2*(1�(XURSH�EHOLHYHV�WKDW�LW�LV�LPSRUWDQW�WKDW�WKH�&RPPXQLW\�VFKHPH�EH
LPSOHPHQWHG�LQ�DV�FRPPRQ�DQG�LQWHJUDWHG�D�PDQQHU�DV�SRVVLEOH���'RPHVWLF
WUDGLQJ�VFKHPHV�VKRXOG�RQO\�WKHUHIRUH�EH�XVHG�WR�H[WHQG�WKH�VFRSH�WR�VHFWRUV
RU�VL]HV�RI�SURMHFWV�WKDW�DUH�RXWVLGH�WKH�VFRSH�RI�WKH�(8¶V�(PLVVLRQV�7UDGLQJ
V\VWHP�

4XHVWLRQ����6KRXOG�WKH�RYHUDOO�DPRXQW�RI�DOORZDQFHV�DOORFDWHG�WR�WKH�WUDGLQJ�VHFWRU
LQ�HDFK�0HPEHU�6WDWH�EH�VXEMHFW�WR�DJUHHPHQW�DW�&RPPXQLW\�OHYHO"

In the view of COGEN Europe the answer to this question must be yes.  It is the role
of the European Union to determine the rules, principles and methodologies.  The
knowledge of the sector, economic circumstances and options available are held
usually by the Member State.  It is therefore imperative that the EU allocates the
allowances in agreement with Member States but it is done at the community level
not using the self-interest of individual countries.

Nevertheless, the process must be inclusive taking the views of all stakeholders into
account.

&2*(1�(XURSH¶V�DQVZHU�WR�TXHVWLRQ���LV�\HV�

4XHVWLRQ����6KRXOG�WKH�ZD\�LQ�ZKLFK�DOORZDQFHV�DUH�DOORFDWHG�WR�LQGLYLGXDO
FRPSDQLHV�EH�WKH�VXEMHFW�RI�DJUHHPHQW�DW�&RPPXQLW\�OHYHO"�2U��GR�\RX�FRQVLGHU
GHWDLOHG�JXLGHOLQHV�EDVHG�RQ�WKH�VWDWH�DLG�SURYLVLRQV�DQG�RWKHU�UXOHV�RI�WKH�7UHDW\�WR
EH�VXIILFLHQW�WR�VDIHJXDUG�IDLU�WUHDWPHQW"

In consultation with others on this subject COGEN Europe completely agrees with
the views of the IEA Implementing agreement on District Heating and Cooling.  We
repeat their words here.

The allocation principle will be very important for DHC and CHP.  Each method has
its own advantages and disadvantages:

• With an allocation system based on past emissions (“grandfathering”) is not an
appropriate allocation approach because it will tend to reward inefficient
producers and penalise efficient ones.

• It would however be possible to grandfather based on benchmarking which
establishes an amount of allowances per unit of output for each sector.  For CHP
plants the total useful energy output will include both electricity and thermal
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energy.  With the benchmarking approach, a CHP plant, for example, should be
allocated allowances for both its heat and power production.

• With an allocation system based on auction, fewer allowances will be needed for
DHC and CHP compared to competitors using carbon-rich technologies.  This is
an appropriate approach for the long term, particularly if the funds collected are
recycled in a way that rewards more efficient plants.

• It will be necessary to adjust the allocations in future compliance periods to reflect
the mix of plants in operation.  The most appropriate allocation system for the
future must be based on emissions per unit of product output.  In the energy
sector, allowances should be allocated based on total useful energy output.

Grandfathering based on historical emissions is not acceptable to initiate the system.
Grandfathering based on benchmarking is a better approach for initiating a trading
system.  In the long run, we believe that an allocation system based on emissions
per unit of total useful energy output is the most appropriate approach because it will
most efficiently reward the most environmental beneficial producers.

The principles for allocation of allowances should be the subject of agreement at
Community level. The uniformity of allocation approach is not significant for DHC
(which is not traded across borders) but it is important for CHP.  A common allocation
approach will ensure fair competition for CHP plants across borders.

It is also important that the allocation process rewards early action to reduce carbon
emissions, or at least does not penalise early action.

COGEN Europe brings one additional comment to this question, namely, that
Governments, despite their good intentions, do not always get it right!  It is vitally
important that the Commission and the Governments of the Members States listen to
the views of industry.  Here, more that anywhere else, it is unlikely that officials will
be able to see the future and could limit the scope of possibilities.  Therefore
dialogue before decision is vital.

&2*(1�(XURSH�EHOLHYHV�WKDW�JUDQGIDWKHULQJ�RI�WKH�PLVWDNHV�RI�WKH�SDVW�PXVW
EH�DYRLGHG�LQ�DOORFDWLRQ�VHWWLQJ���,Q�DGGLWLRQ�*RYHUQPHQWV�DQG�WKH�&RPPLVVLRQ
PXVW�QRW�GHFLGH�WKH�SURFHVV�LQ�LVRODWLRQ�

4XHVWLRQ����,V�LW�DJUHHG�WKDW�D�EDODQFH�KDV�WR�H[LVW�EHWZHHQ�VHFWRUV�HQJDJHG�LQ
HPLVVLRQV�WUDGLQJ�ZLWKLQ�WKH�&RPPXQLW\�RQ�WKH�RQH�KDQG��DQG�QRQ�WUDGLQJ�SROLFLHV
DQG�PHDVXUHV�DSSOLHG�WR�RWKHU�VHFWRUV�RQ�WKH�RWKHU"

Yes of course!  COGEN Europe repeats the text from earlier in this position
statement.

The Emissions Trading Scheme is an integral part of the total EU response to
meeting the challenges set by the Kyoto process.  We welcome the initiative of the
EU Commission to bring all interested stakeholders around a table under the
European Climate Change Programme (ECCP). To be successful, the ECCP should
lay down a limited number of specific policies and measures in the sector of energy
efficiency and renewable energy to be adopted as a matter of priority to achieve the
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EU climate protection objectives, which also have other ancillary benefits. In this
context, it is important that the ground rules to provide the necessary consistency
between Policies and Measures and the proposed “emission trading” scheme is
established. It is important that the right balance is struck between emission trading
and other Policies and Measures.

Most important in our view is this process does not create further institutional and
economic barriers to cogeneration of any size.  This question is even more important
if our views, as expressed in Question 1, are not adopted.

&2*(1�(XURSH�KRSHV�WKDW�WKH�(PLVVLRQV�7UDGLQJ�V\VWHP�LV�RQH�SDUW�RI�D
WKRURXJK�VWUDWHJ\�DQG�SODQ�RI�PLWLJDWLQJ�FOLPDWH�LPSDFWV�RI�KXPDQ�DFWLYLW\�DQG
LV�EDODQFHG�ZLWK�RWKHU�UDWLRQDO�SROLFLHV�DQG�PHDVXUHV�

4XHVWLRQ����+RZ�FDQ�HQYLURQPHQWDO�HIIHFWLYHQHVV��LQ�WHUPV�RI�IXOILOOLQJ�WKH�.\RWR
3URWRFRO¶V�FRPPLWPHQWV��DQG�WUDQVSDUHQF\�EH�VDIHJXDUGHG�XVLQJ�D�PL[�RI�HPLVVLRQV
WUDGLQJ��HQHUJ\�WD[HV�DQG�HQYLURQPHQWDO�DJUHHPHQWV�ZLWK�WDUJHWV�EDVHG�RQ�HQHUJ\
HIILFLHQF\�SHU�XQLW�RI�RXWSXW"

Firstly the allocation of credits and benefits under the trading scheme must be
realistic and prudent.  For example, realistic assumptions need to be made for the
current and future impacts of a process.  In this respect electricity production is a
classic problem.  The assessment of the baseline from where a project will start is
fraught with difficulties.  For example, for a cogeneration project, or any other power
project for that matter, it is very difficult to prove what electricity it displaces.  This
issue has been at the heart of a long running discussion in European markets, with
no agreement.  Does the scheme or trade displace:

a. The mix of electricity production in the country?
b. The most marginal power plant on the system?
c. The next power plant to be built by the power industry?
d. The best theoretical power plant available?

Depending on the answer the savings in carbon dioxide can vary from 100 kg per
MWh to more than 1000 kg MWh.  The same issue faces all projects that displace
other electricity generation.

On top of these issues is plant real availability, performance, parasitic losses,
network losses etc etc.

Secondly on energy taxation, in some European countries energy taxation has been
adopted, especially Scandinavian countries.  However, in most cases electricity is
excluded from the taxation measure, because it is traded across borders.  Thus
cogeneration has been put at a disadvantage YLV�j�YLV�other electricity producers.
Energy or carbon taxation should be applied a common measure if it is to be used.
(see COGEN Europe briefing on this subject – a copy available on request).

To echo again the IEA, combining emissions trading and taxation could make sense
only if the taxation scheme is strictly designed to benefit the environment, as
opposed to raising government revenues.
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Finally it is vitally important not to double count greenhouse gas reductions, where an
Emissions Trading system and another policy measure affect the same project.  Thus
transparent disclosure is necessary, backed by rigorous audibility of data and
accounts.

)RU�&2*(1�(XURSH�WUDQVSDUHQF\�LV�WKH�NH\�WR�VXFFHVV�LQ�WKH�(PLVVLRQV
7UDGLQJ�V\VWHP���:LWKRXW�WKLV�EDVLF�UHTXLUHPHQW�LW�LV�QRW�FOHDU�WKDW�UHDO
UHGXFWLRQV�LQ�JUHHQKRXVH�JDV�HPLVVLRQV�ZLOO�EH�PDGH�DQG�LW�ZLOO�EH�LPSRVVLEOH
WR�HQVXUH�WKDW�GRXEOH�FRXQWLQJ�ZLWK�RWKHU�PHDVXUHV�GRH�QRW�RFFXU�

4XHVWLRQ����$UH�WKH�FXUUHQWO\�DYDLODEOH�LQVWUXPHQWV��0RQLWRULQJ�0HFKDQLVP�
LQIULQJHPHQW�SURFHGXUHV��VXIILFLHQW�RU�VKRXOG�DGGLWLRQDO�WRROV�EH�GHYHORSHG�LQ�RUGHU
IRU�WKH�&RPPXQLW\�WR�DGHTXDWHO\�DVVHVV�FRPSOLDQFH�LQ�WKH�FRQWH[W�RI�HPLVVLRQV
WUDGLQJ�ZLWKLQ�WKH�&RPPXQLW\"

One area of concern is major technology or technique change in a sector.  For
example if a company moves from heat supply via boilers and electricity via the grid
from a power station to cogeneration, it is difficult to assess the impact on the system
as a whole (see response to Question 8).  This becomes even more difficult when the
entity is expanding its activities and so incurring additional impacts on the
environment and more and often different emissions.  Any system of monitoring must
be able to deal with these situations.

7KH�(PLVVLRQV�7UDGLQJ�V\VWHP�PXVW�QRW�UHLQIRUFH�WKH�VLQV�RI�WKH�SDVW��VLPSO\�EHFDXVH
WKH\�DUH�HDVLHU�WR�XQGHUVWDQG��DQG�WKXV�PRGHO��WKDQ�UDGLFDO�DOWHUQDWLYH�VROXWLRQV�

4XHVWLRQ�����'R�WKH�HOHPHQWV�RI�FRPSOLDQFH�DQG�HQIRUFHPHQW�PHQWLRQHG�DERYH
ZDUUDQW�FR�RUGLQDWLRQ�RU�KDUPRQLVDWLRQ�DW�&RPPXQLW\�OHYHO��DQG�ZKLFK�HOHPHQWV�DUH
PRUH�DSSURSULDWHO\�XQGHUWDNHQ�E\�0HPEHU�6WDWHV"

$OO�SULQFLSOHV�KHUH�PXVW�EH�KDUPRQLVHG�DW�WKH�&RPPXQLW\�OHYHO��VXFK�DV
&RPSOLDQFH�DQG�HQIRUFHPHQW�PHFKDQLVPV�

)2//2:�83

COGEN Europe is happy to discuss, explain and clarify any of the points made in this
paper.

Please contact Dr Simon MINETT, Director on
tel +32 2 772 82 90 or
email simon.minett@cogen.org
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7KH�&RPPLVVLRQV�*UHHQ�3DSHU�RQ�JUHHQKRXVH�JDV�HPLVVLRQV�WUDGLQJ�ZLWKLQ
WKH�(XURSHDQ�8QLRQ
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���,QWURGXFWLRQ
Climate change and the international efforts to reduce the greenhouse effect are a
major challenge for the international community and for national and not least inter-
national energy policies.

The crucial question about climate change is unfortunately not whether climate
change is a risk or a possibility, but rather what we could do to avoid climate change
problems, and which instruments we choose to solve the problems.

From an industrial point of view it is obvious, that the decisions on instruments and
the necessary investments for reducing greenhouse gas emissions should take place
on basis of cost-benefit effectiveness.

The Kyoto Protocol commits the industrialised countries to reduce their emissions of
greenhouse gases by 5% compared to 1990 levels by the period 2008 to 2012. The
Protocol is an advanced international environmental agreement based on the principle
that measures shall be taken in such a way that the efforts return the highest possible
environmental gain.  For the global environment, all emissions have the same harmful
effect, wherever in the world they occur.

The obligations under the Kyoto Protocol are closely linked to full rights to carry out
measures to reduce emissions across sectors, gases and countries at the lowest cost. In
that respect international emissions trading (EIT) is a highly effective instrument. The
overall cap on emissions of each participant ensures that companies do not emit more
than is actually foreseen. IET is a highly effective means to break down national
goals/targets into sector-specific or company targets and IET is particularly well
suited to climate change because its effectiveness is not affected in which region of
the world the cuts are made.

A further advantage of IET is that it can become a means to focus the attention of a
company’s management on climate change and spurs operation managers to seek
low-cost ways to reduce emissions. The emissions trading mechanism enables busi-
ness units to incorporate the financial impacts of greenhouse gas management into
project planning. Thus, it is a means to make managers focus on emissions reductions

IET is a means to transform a regulatory approach into a flexible and cost-effective
tool in the hands of operational managers with the knowledge and incentives to re-
duce emissions.

Therefore the Confederation of Danish Industries (DI) strongly supports the Commis-
sions proposal to establish an emission trading scheme within the Community by
2005.

However, emissions trading is not a panacea and both its efficiency and effectiveness
will depend on how the emissions trading scheme is implemented. Thus, a number of
difficulties should be resolved.

And in this process it is important to recognise that a desire to establish the perfect
system would be the enemy of the good.
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���(DUO\�UDWLILFDWLRQ
The question about Climate change is not whether greenhouse gas emissions will be
regulated, but rather when and how, and with what differences in national and re-
gional approaches.

Early ratification of the Protocol is the OHDVW�FRVWO\ scenario. Entry into force will pro-
vide certainty over the amount of effort required over the next decade, and it will pro-
vide access to the Kyoto Mechanisms.  The first practical step in making emissions
trading work therefore is to push for early ratification and entry-into-force of the
Protocol.

���4XHVWLRQV�UHODWHG�WR�WKH�FRYHUDJH�RI�VHFWRUV
The analysis of efficiency gains through IET has shown that the wider the coverage of
sectors, the higher the potential economic benefits. This would suggest including as
many sectors as possible.

The limiting factor is practicability, which means administrative feasibility and costs
to industry. The success of IET in meeting targets cost-effectively is guaranteed, pro-
vided that sound emissions monitoring, reporting and verification processes are im-
plemented and compliance is enforced.

The European Commission’s Green Paper one Emissions Trading suggests that in-
cluding electricity and heat production, iron and steel, refining, chemicals, glass, pot-
tery and building materials (including cement), paper and printing (including paper
pulping) would be administratively feasible.  Such coverage would catch roughly
45% of EU-15 1997 CO2 emissions, thus offering potentially considerable economic
gains.

Potential effects on competition must remain important criteria to judge the sector
coverage. The biggest risk in this area is indeed potential distortions between “small”
and “large” point sources or between “trading” and “non-trading” sources.

For the “non-trading” sources policies and measures that would ensure a level playing
field should be applied. However, this will be difficult. Other policies and measures
than emissions trading, possibly with the exception of negotiated agreements, are
likely not to provide the flexibility and thereby the potential to reduce compliance
costs as emissions trading has.

Consequently, the preferable option is that all sources  should be given the option to
participate in emissions trading schemes (an opt-out option).

In reality all companies or entities would not participate because transaction costs for
some companies and administrative feasibility will make it inefficient that all compa-
nies participate. Those, unable to participate should therefore be covered by negoti-
ated agreements or other policies and measures.

Thus, DI is of the opinion that the proposed coverage of sectors is too small and
should be increased to cover as many sectors as possible. Sectors should be given an
option to participate.
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���4XHVWLRQV�UHODWHG�WR�WKH�VFRSH�RI�WKH�WUDGLQJ�V\VWHP
Emissions trading is likely to emerge “bottom-up”. More precisely it means that
schemes will develop through various national, company and sector-specific schemes.
National schemes will need some degree of harmonisation to eventually lead to com-
mon European framework.

Thus, the European Community should not from the beginning suggest a common
system covering the same sectors in all countries. This should instead be a midterm
goal for the Community.

Furthermore, the creation of a common EU scheme from the outset may not neces-
sarily be the best option. EU experience suggests that the creation of EU-wide
schemes can often only achieved by a number of exemptions.

However, the European Community should continue to look into the design of a
common framework. The question is how to move towards a common European
framework.

There is a danger however that this strategy will lead to divergence rather than to
convergence. To counteract this, it could be productive to create an advisory group,
consisting of a wide range of stakeholders to discuss how to move from national and
regional schemes to a EU-wide emissions trading scheme.

Among one of the most important achievements of the EU is its internal market. The
European Commission has to ensure that Member States do not erect trade barriers or
distort competition. All, national and regional and sector-specific trading schemes
potentially pose problems regarding the Internal Market. Thus in order to preserve the
functioning of the internal market, some level of harmonisation of the different trad-
ing schemes would be required.

Areas that potentially could distort competition are:

• unequal efforts of companies imposed by Member States,
• allocation of permits,
• tax exemptions,
• compliance regimes, e.g. different penalties.

���4XHVWLRQV�UHODWHG�WR�DOORFDWLRQ�RI�HPLVVLRQV�DOORZDQFHV
Allocation of permits is a pre-requisite to trading. This could be done by, “grandfa-
thering” or by auctions.  Under a “grand-fathering” scheme, each market participant
receives permits based on its previous emissions.  If an auctioning scheme is chosen,
each market participant has to buy permits.

The Commissions Green Paper on emissions trading seems to favour periodic auc-
tioning.

From an industrial point of view auctioning inevitably adds to costs. Auctioning is
equivalent to a tax, whose rate would be fixed by the market.  Consequently, indus-
tries are opposed to auctioning for the same reasons they are to a tax.

Thus, DI is of the opinion that allocation of permits should be based on previous
emissions of the trading entities.
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���4XHVWLRQV�UHODWHG�WR�RWKHU�3ROLFLHV�DQG�0HDVXUHV
Companies participating in emissions trading will have a cap on their emissions.  As a
consequence, they should be exempted from taxation.

Ideally, policies and measures would be applied to the “non-trading” sources in such
a way that they would ensure a level playing field. Thus, a balance between emission
trading schemes and different measures and policies has to be secured. In reality this
means that some degree of harmonisation of emissions-taxes paid by the non-trading
in different countries would be needed.

Safeguarding the environmental effectiveness of a trading scheme is vital. As in the
UK scheme it is important that permits from sectors with agreements on efficiency
cannot undermine the absolute cap in periods when output is relatively high. In this
case a gateway has been developed as an insurance to maintain the integrity of the
cap.

However, as suggested by the Commission the combined use of these two instru-
ments should be further explored.

���4XHVWLRQV�UHODWHG�WR�FRPSOLDQFH�DQG�HQIRUFHPHQW
A crucial concern for emissions trading are those related to compliance assessment.
Compliance assessment involves a comparison of actual emissions with the emissions
target.

Actual emissions, requires accurate and consistent measurements of emissions from
all participants. The emissions target requires clearly defined targets and tracking of
changes to the targets.  Transactions in emission permits will affect the tons of CO2

equivalent that individual Member States and the EU can legally emit.

To enable compliance assessments to be made, systems must exist to show that for
every transfer that enables one Party to increase its assigned amount (and increase its
emissions) there is a corresponding decrease in the emissions of another Party below
its agreed target.

National assigned amounts are the key to compliance. The EU should ensure that
Member State inventories are of high quality in order to ensure that Community com-
pliance is not jeopardised.

It is possible that problems with national emission inventories could mean that some
Annex I Parties will be ineligible to participate in the Kyoto Mechanisms unless they
agree to reasonable adjustments to their inventory figures.

���,QFOXGH�-,�DQG�&'0
An emission trading system within the EU should allow carbon credits/reductions
obtained through JI and CDM to be valid for compliance.

The trading scheme proposed by the Commission does not take into account reduc-
tions obtained through JI and CDM. This strategy ignores the fact that climate change
investments in Eastern Europe, Russia and developing countries generates more car-
bon-reductions compared to many investments in industrialised countries.
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Furthermore, this would take into account the large need for investments in new en-
ergy technology in developing countries

Therefore DI recommends that JI and CDM should be an integrated part of an EU
trading system.
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�-,��PRGHO��FRXOG�KHOS�ILQDQFH�HQYLURQPHQWDO�SURMHFWV�DQG�KHOS�WKHVH�FRXQWULHV�PHHW�HQYLURQPHQWDO�VWDQGDUGV� LQ
WKH� LQWHUQDO�PDUNHW��:LWKLQ� D� WUDGLQJ� VFKHPH� WKLV�ZRXOG�JLYH�QHZ�RSSRUWXQLWLHV�DQG�KHOS�EXLOG� LQVWLWXWLRQDO� DQG
HQYLURQPHQWDO�LQIUDVWUXFWXUHV�IRU�WKH�IXWXUH��&RXQWULHV�ZKR�EDVH�WKHLU�FOLPDWH�SROLFLHV�RQ�DJUHHPHQWV�VKRXOG�DOVR
EH�DEOH�WR�MRLQ�DQ�(7�VFKHPH�

$V�PDQ\�FRXQWULHV��VHFWRUV�DQG�JDVHV�DV�SRVVLEOH�VKRXOG�EH�DEOH�WR�MRLQ

,Q�JHQHUDO� WKH�PRUH� VHFWRUV�� JDVHV� DQG�FRXQWULHV� WKDW� FRXOG� MRLQ�� WKH�PRUH� HQYLURQPHQWDO� DQG� HFRQRPLF�EHQHILW
ZRXOG� FRPH� RXW� RI� HPLVVLRQV� WUDGLQJ� DV� ZHOO� DV� SURMHFW�EDVHG� DFWLYLWLHV� IURP� WKH� RWKHU� .\RWR�PHFKDQLVPV�
&RXQWULHV� WKDW� DUH� DEOH� WR� LQFOXGH�PRUH� JDVHV� DQG� VHFWRUV� VKRXOG�EH� DEOH� WR� GR� VR�� ,QFUHDVHG� OHDUQLQJ�ZLOO� WKHQ
KDSSHQ�RQ� WKH�GRPHVWLF� OHYHO� DV�ZHOO� DV� DFURVV� FRXQWULHV� LQYROYHG��7KH� ODUJHU� WKH�(7� V\VWHP� FRXOG� EH� WKH� OHVV
LPSDFW�HQWU\�RI�QHZ�VHFWRUV�RU�FRXQWULHV�ZRXOG�KDYH�RQ�WKH�PDUNHW�

$OO� LQVWUXPHQWV�VKRXOG�EH�SDUW�RI�VXFK�DQ�HDUO\�(XURSHDQ�VFKHPH��7KH�LPSRUWDQFH�RI�VXFK�PHFKDQLVPV�WR�PHHW
WKH�.\RWR�FRPPLWPHQWV�ZRXOG�WKHQ�JURZ�DQG�QHZ�(8�PHPEHUV�DV�ZHOO�DV�(($�FRXQWULHV�VKRXOG�EH�DEOH�WR�MRLQ
VXFK�D�(XURSHDQ�VFKHPH�DV�SDUWQHUV�LQ�WKH�LQWHUQDO�PDUNHW�

(PLVVLRQV� WUDGLQJ� LQ� (XURSH� FDQ� QRW� KRZHYHU� EHHQ� VHHQ� VHSDUDWH� IURP� RWKHU� QDWLRQDO� SROLFLHV� LQ� WKH� ILHOG� RI
FOLPDWH�FKDQJH�VXFK�DV�&2=��DQG�HQHUJ\�WD[HV�DQG�DJUHHPHQWV�ZLWK�LQGXVWU\�

8VH�RI�(7�PDNHV� LW� SRVVLEOH� WR� UHGXFH� VRPH�QHJDWLYH� LPSDFWV� RQ� WKH� FRPSHWLWLYHQHVV� RI�(XURSHDQ� LQGXVWU\� RI
FOLPDWH�SROLFLHV��WKURXJK�WKH�LQLWLDO�DOORFDWLRQ�RI�SHUPLWV��JUDQGIDWKHULQJ�DQG�SHUPLWV�IUHH�WR�QHZ�HQWU\��
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7KH�*UHHQ�3DSHU�KDV�LQGLFDWHG�WKDW�DQ�(7�V\VWHP�HDUO\�RQ�VKRXOG�LQFOXGH�LQGXVWU\�TXDOLI\LQJ�XQGHU
D��WKH�GLUHFWLYH�IRU�ODUJH�SRZHU�SODQWV�E��WKH�GLUHFWLYH�IRU�ODUJH�LQGXVWULDO�SODQWV

%\�UHVWULFWLQJ�WUDGLQJ�WR�RQO\�&2���KRZHYHU��LPSRUWDQW�RWKHU�HPLVVLRQV�RI�*+*
V�IURP�WKHVH�VDPH�VHFWRUV�VXFK�DV
WHFKQLFDO�JDVHV�3)&��&+&�DQG
6)��DUH�OHIW�RXW��/DUJH�SURSRUWLRQV�RI�1���GR�DOVR�RULJLQDWH�IURP�LQGXVWULDO�SODQWV�
$OO�VXFK�JDVHV�VKRXOG�EH�LQFOXGHG��7KLV�ZLOO�SXW�DOO�VXFK�LQGXVWULHV�RQ�D�(XURSHDQ�OHYHOOHG�SOD\LQJ�ILHOG�

)RU�1RUZD\�LW�FRXOG�DOVR�EH�PHQWLRQHG�WKDW�D�ODUJH�SDUW�RI�WKH�WRWDO�HPLVVLRQV�FRPHV�IURP�SRZHU�SURGXFWLRQ�IURP
WKH�JDV�DQG�RLO�ILHOGV�RIIVKRUH��7KH\�DUH�WRGD\�LQFOXGHG�LQ�WKH�&���WD[�V\VWHP�ZKLFK�LPSOLHV�D�YHU\�DFFXUDWH�V\VWHP
RI� PRQLWRULQJ� DQG� FRQWURO�� 6XFK� D� VHFWRU� ZLOO� EH� DQ� LPSRUWDQW� SDUW� RI� D� QDWLRQDO� (7� V\VWHP� WR� VHFXUH� WKDW
.\RWR�WDUJHWV�DUH�PHHW�LQ�1RUZD\��$OVR�VXFK�VHFWRUV�VKRXOG�EH�SDUW�RI�HDUO\�VFKHPHV�DV�ORQJ�DV�WKH\�FDQ�PHHW�WKH
TXDOLW\�UHTXLUHPHQWV�WKDW�PXVW�EH�SDUW�RI�D�(XURSHDQ�(7�VFKHPH�

3URWHFWLQJ�FRPSHWLWLYHQHVV�ZKLOH�PHHWLQJ�HQYLURQPHQWDO�JRDOV

7KH�UDWLILFDWLRQ�DQG�HQWU\� LQWR� IRUFH�RI� WKH�.\RWR�3URWRFRO� LV�XQFHUWDLQ��7KDW� LV�ZK\�SURWHFWLQJ� FRPSHWLWLYHQHVV
ZKLOH�PHHWLQJ�HQYLURQPHQWDO�JRDOV�LV�RI�RXWPRVW�LPSRUWDQFH�IRU�(XURSHDQ�LQGXVWU\��$V�D�FRQVHTXHQFH�(8�VKRXOG
RSHQ�XS�HPLVVLRQV�WUDGLQJ�WR�DOO�*+*V�DQG�VHFWRUV�JLYHQ�WKDW�WKH\�FDQ�EH�PRQLWRUHG��FRQWUROOHG�DQG�UHSRUWHG�RQ
WKH�QDWLRQDO�OHYHO�LQ�OLQH�ZLWK�WKH�UXOHV�DQG�UHJXODWLRQV�XQGHU�.3�

(8�VKRXOG�DOVR�ZHOFRPH�SURMHFW�EDVHG�DFWLYLWLHV�WR�JHQHUDWH�SHUPLWV�IURP�VHFWRUV�DQG�FRXQWULHV�WKDW�DUH�QRW�DEOH�WR
MRLQ�(7�V\VWHPV�HDUO\�RQ�

1+2�ZHOFRPHV�WKDW�(8�LQ�WKH�JUHHQ�SDSHU�RSHQV�XS�DQ�HDUO\�WUDGLQJ�V\VWHP�IRU�(($�FRXQWULHV�VXFK�DV�1RUZD\�DV
ZHOO�DV�IRU�WKH�QHZ�0HPEHU�6WDWHV��1+2�VXSSRUWV�WKDW�D�V\VWHP�IRU�WKH�ZKROH�(XURSHDQ�(FRQRPLF�$UHD�FRXOG�EH
EXLOW�XS�JUDGXDOO\� WKURXJK�PXWXDO� UHFRJQLWLRQ�RI�GRPHVWLF� V\VWHPV�RQ�D�ELODWHUDO�EDVLV�� ,Q� DOO� FRXQWULHV� WKLV� HDUO\
VWDUW�ZRXOG�EH�GHSHQGHQW�RQ� LQFHQWLYHV�IURP�QDWLRQDO�*RYHUQPHQWV�IRU�FRPSDQLHV� WR� MRLQ��7KHVH� LQFHQWLYHV�ZLOO
GHSHQG�RQ�WKH�QDWLRQDO�SROLF\�PL[�LQFO��QR�&���WD[HV�LQ�WKH�FDVH�RI�(7��,Q�PRVW�FRXQWULHV�WKLV�VWDUW�XS�EHIRUH�����
ZLOO�EH�YROXQWDU\��EXW�VWLPXODWHG�E\�LQFHQWLYHV��7UDGLQJ�FRXOG�DOVR�EH�EXLOW�LQWR�HQYLURQPHQWDO�DJUHHPHQWV��7KH\�DUH
LPSRUWDQW�LQVWUXPHQWV�LQ�PDQ\�(XURSHDQ�FRXQWULHV�

6PDOO�FRXQWULHV�QHHG�DQ�RSHQ�PDUNHW

$Q�RSHQ�LQWHUQDWLRQDO�PDUNHW�LQ�HPLVVLRQV�WUDGLQJ�LV�D�SUHUHTXLVLWH�IRU�WKH�1RUZHJLDQ�HPLVVLRQV�WUDGLQJ�V\VWHP�WR
IXQFWLRQ��2XU�GRPHVWLF�PDUNHW�ZRXOG�EH� WR� VPDOO� DQG� WKH� FRVWV� WR�KLJK� WR� IXOILO� RXU�.\RWR� FRPPLWPHQWV� RQ� D
GRPHVWLF�EDVLV�DORQH��2SHQ� LQWHUQDWLRQDO�PDUNHWV�PDNHV� VXUH� WKDW� WDUJHWV�DUH�PHHW� LQ�D�FRVW�HIIHFWLYH�ZD\�DFURVV
VHFWRUV��JDVHV�DQG�FRXQWULHV��$URXQG�����RI�DOO�GRPHVWLF�*+*V�FDQ�EH�LQFOXGHG�LQ�D�1RUZHJLDQ�WUDGLQJ�VFKHPH
IURP�������DQG�D� ODUJH�SDUW�FRXOG�HYHQ�EH�SDUW�RI� WUDGLQJ�IURP�DQ�HDUO\�VWDUW��7KDW�ZLOO�PDNH�VXUH� WKDW�GRPHVWLF
DFWLRQ� WR� UHGXFH�HPLVVLRQV�ZLOO�EH� VWLPXODWHG� LQ�DOO�SDUWV�RI� WKH� HFRQRP\��(PLVVLRQV� WUDGLQJ�JLYH� DOO�SDUWLFLSDQWV
VWURQJ�LQFHQWLYHV�WR�GR�VR�
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)RU�WKH�WUDQVSRUW�VHFWRU�DQG�VPDOO�XVHUV�(7�RQ�WKH�OHYHO�RI�VHOOHUV�FRXOG�UHSODFH�&���WD[HV�LQ�SHWURO�DQG�PLQHUDO�RLOV�
:H�GR�QRW�DJUHH�ZLWK� WKH�*UHHQ�3DSHU� WKDW� WKLV�ZD\�RI� LQYROYLQJ�VPDOO�XVHUV�ZRXOG� �UDLVH� FRPSOH[� WHFKQLFDO� DQG
DGPLQLVWUDWLYH�LVVXHV���6LQFH�HPLVVLRQV�IURP�VXFK�VRXUFHV�DUH�JURZLQJ��LW�ZRXOG�EH�LPSRUWDQW�IRU�WKH�HQYLURQPHQWDO
LQWHJULW\�RI�WKH�WRWDO�V\VWHP�WR�KDYH�WKHP�LQFOXGHG�LI�FRXQWULHV�ZLVK�VR�

&RQVHQVXV�LV�SRVVLEOH��VWDNHKROGHU�LQYROYHPHQW�DW�GGLIWHVWLF�OHYHO�LPSRUWDQW�IRU�SURJUHVV

1+2� KDV� H[SHULHQFH� IURP� UHDFKLQJ� FRQVHQVXV� DPRQJ� GLIIHUHQW� VHFWRUV� RQ� WKH� GHVLJQ� RI� D� QDWLRQDO� V\VWHP� RI
HPLVVLRQV� WUDGLQJ��,W� LV�GHPDQGLQJ�� WDNHV� WLPH�DQG� LQYROYHV�PDQ\�VWDNHKROGHUV��EXW� LV� VWLOO�SRVVLEOH�RQ� WKH�QDWLRQDO
OHYHO��7KLV�PDNHV�QHZ�LQVWUXPHQWV�PRUH�DFFHSWDEOH�DQG�XQGHUVWRRG�E\�LQGXVWU\�

'RPHVWLF� V\VWHPV� PD\� EH� GLIIHUHQW� LQ� WKHLU� GHVLJQ� DQG� FRYHUDJH� GXH� WR� GLIIHUHQFHV� LQ� QDWLRQDO� SROLF\� PL[� DQG
HPLVVLRQV�VRXUFHV��7KH\�ZLOO��KRZHYHU��ZRUN�WRJHWKHU�DV�ORQJ�DV�WKH\�KDYH�WKH�VDPH�DQG�FRPPRQ��FXUUHQF\����
WRQ�RI�&���HNYLYDOHQW�XQGHU�.\RWR�UXOHV��DV�WKH�EDVLV�IRU�HPLVVLRQV� WUDGLQJ�DQG�FDQ�PHHW� WKH�TXDOLW\�UHTXLUHPHQWV
QHHGHG�LQ�DQ�(7�VFKHPH�DFURVV�FRXQWULHV�

,W�ZRXOG��KRZHYHU��EH�XVHIXO�IRU�FRXQWULHV�ZLWKLQ�(XURSH�WR�DJUHH�RQ�VRPH�RWKHU�EDVLF�HOHPHQWV�LQ�WKHLU�V\VWHPV�

7KH�OHYHO�RI�ILQHV�IRU�FRPSDQLHV�WKDW�GR�QRW�IXOILO�WKHLU�FRPPLWPHQW�WR�PDWFK�SHUPLWV�DQG�HPLVVLRQV�DW�WKH�HQG�RI�D
SHULRG�LQ�WKHLU�GRPHVWLF�V\VWHPV�ZRXOG�EH�RQH�VXFK�HOHPHQW��7KLV�ZRXOG�DYRLG�WUDGLQJ�VWLPXODWHG�E\�GLIIHUHQFHV�LQ
ILQHV�DQG�QRW�E\�GLIIHUHQFHV�LQ�FRVWV�WR�FRPEDW�HPLVVLRQV�

0RUH�LPSRUWDQW�VWLOO�IRU�HDUO\�DFWLRQ�ZRXOG�EH�WKH�ULJKW�WR�EDQN�SHUPLWV�QRW�XVHG�EHIRUH������IRU�IXWXUH�XVH�LQWR
WKH�.\RWR�SHULRG��6���WUDGLQJ� LQ�86�GHPRQVWUDWHV� WKDW� VXFK�EDQNLQJ� LV� LPSRUWDQW� WR� VWLPXODWH� HDUO\� UHGXFWLRQV� LQ
HPLVVLRQV�DQG�VWLPXODWHV�PDUNHWV� WR�GHYHORS�DQG�IXQFWLRQ�ZHOO��7R�DOORZ�EDQNLQJ�ZRXOG�HYHQ�JLYH�DQ� LQFHQWLYH� WR
*RYHUQPHQWV�WR�DOORFDWH�SHUPLWV�WR�FRPSDQLHV�RQ�D�UHDOLVWLF�OHYHO�WRZDUGV�WKHLU�.\RWR�FRPPLWPHQWV�HYHQ�DW�DQ�HDUO\
VWDJH��:LWK�EDQNLQJ� DOO� FRXQWULHV�ZRXOG�EH� UHVSRQVLEOH� WR� LVVXH�SHUPLWV� DOORFDWHG�XQGHU� WKH�.\RWR�3URWRFRO� �$$V
�$VVLJQHG�$PRXQWV���WR�IXOILO�REOLJDWLRQV�IURP�FRPSDQLHV�ZLWK�EDQNHG�SHUPLWV�LQWR�WKH�.\RWR�SHULRG�

1+2�GR�QRW�KRZHYHU��EHOLHYH�WKDW�LW�ZRXOG�QRW�EH�IUXLWIXO�WR�DJUHH�RQ�(8�OHYHO�WKH�DOORFDWLRQ�RI�SHUPLWV�WR�VHFWRUV
RU�FRPSDQLHV��(8�ZLGH�DJUHHPHQW�ZRXOG�VLPSO\�EH�WR�WLPH�FRQVXPLQJ�DQG�DOVR�LQYROYH�FRXQWULHV�DQG�VHFWRUV�WKDW
ZRXOG�QRW�EH�VXEMHFW�WR�VXFK� LQVWUXPHQWV�GXH�WR� WKHLU�QDWLRQDO�SROLF\��7KH�VWURQJ� OLQNV�ZLWK�&2=��DQG�RU�HQHUJ\
WD[HV�RU�RWKHU�LQFHQWLYHV�PDNHV�WKH�OLQNV�WR�QDWLRQDO�WD[�SROLFLHV�HYHQ�VWURQJHU�DQG�(8�ZLGH�(7�GHVLJQV�OHVV�KHOSIXO�

7R�GHYHORSLQJ�D�KDUPRQLVHG�VHW�RI�(8�HPLVVLRQV�WUDGLQJ�SULQFLSOHV�WR�EH�DGRSWHG�E\�(($�FRXQWULHV�LQ�SXUVXLQJ�RI
WKHLU� RZQ� VFKHPHV� UDWKHU� WKDQ� E\� LQWURGXFLQJ� D� VHSDUDWH� (8� VFKHPH� WR� UHSODFH� RU� ULYDO� WKDW� RI� DQ� LQWHUQDWLRQDO
VFKHPH�LQ������FRXOG�EH�KHOSIXO��7KRVH�SULQFLSOHV�FRXOG�GUDZ�RQ�WKH�GHVLJQ�ZRUN�GRQH�LQ�FRXQWULHV�DOUHDG\�ZRUNLQJ
LQ�WKLV�ILHOG�VXFK�DV�8.��)UDQFH��'HQPDUN�DQG�1RUZD\��DQG�VKRXOG�QRW�LQWURGXFH�ULJLGLWLHV��WKDW�ZRXOG�GHOD\�VWDUW�XS�

7KLV�IUDPHZRUN�VKRXOG�EH�JLYHQ�LQ�WKH�VSLULW�WKDW�ERWK�FRXQWULHV�DQG�FRPSDQLHV�WKDW�VWDUW�HDUO\�WR�UHGXFH�HPLVVLRQV
WKURXJK�VXFK�SRZHUIXO�LQVWUXPHQWV�VXFK�DV�(7��VKRXOG�QRW�EH�SXQLVKHG�

F$PLQH�GRNXPHQWHU?�����HX�JUHHQ�SDSHU�GRF



(8V� UROH� VKRXOG� VWLPXODWH� WKH� HVWDEOLVKPHQW� RI� HPLVVLRQV� WUDGLQJ� LQ� DV�PDQ\� FRXQWULHV� DQG� VHFWRUV� DV
SRVVLEOH�� ,Q� QHZ� PHPEHU� VWDWHV� (8� FRXOG� KHOS� EXLOG� WKH� LQVWLWXWLRQDO� FDSDFLW\� WR� KDQGOH� SURMHFWV� WR
LQFUHDVH�WKH�(XURSHDQ�(7�PDUNHW��7KLV�ZRXOG�DOVR�KDYH�WKH�EHQHILW�RI�UHGXFLQJ�RWKHU�SROOXWDQWV�VXFK�DV
GXVW��12[�DQG�62[�

1+2�KRSHV� WKDW� WKHVH�FRPPHQWV�ZLOO�EH�D�XVHIXO�FRQWULEXWLRQ� WR� WKH�ZRUN� LQ� WKH�&RPPLVVLRQ�RQ� WKLV
LPSRUWDQW� LVVXH�� :H� ORRN� IRUZDUG� WR� VKDUH� RXU� H[SHULHQFH� LQ� GHYHORSLQJ� DQG� GHVLJQLQJ� DQ� RSHQ
HPLVVLRQ�WUDGLQJ�VFKHPH�LQ�1RUZD\�

<RXUV�IDLWKIXOO\

7+(�&21)('(5$7,21�2)�125:(*,$1�%86,1(66�$1'�,1'8675<

��������)LQQ�%HUJHVHQ�MU�

�����������������'LUHFWRU�*HQHUDO
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&RQIHGHUDWLRQ�+RXVH��7KRUQHV�2IILFH�3DUN��'HQE\�'DOH�5RDG��:DNHILHOG��:HVW�<RUNVKLUH��:)���$1�
7HOHSKRQH�����������������)D[�����������������(�PDLO�

DGPLQ#FRDOSUR�GHPRQ�FR�XN

Our Ref: PD/cncc:EC corJaf 7 September 2000

Mr J. Delbeke
                     Head of the Climate Change Unit

European Commission (DG ENV)
200 rue de la Loi

‘ ‘ - Wetstraat 200
B-1049 BRUSSELS
Belgium
Dear Mr Delbeke,

*UHHQ�3DSDU�RQ�*UHHQKRXVH�*DV�(PLVVLRQV�7UDGLQJ�ZLWKLQ�WKH�(8

���,QWURGXFWLRQ

The Confederation of UK Coal Producers (Coalpro) is the trade body that represents
some 90% of coal producers in the UK. Coal Mining and related

_ activities directly employ over 40,000 people in the UK and have a turnover
‘ ‘ of in excess of £2,000 million. The industry spends over E1,000 million in

wages and salaries and about £250 million is paid in tax, rates and other
community benefits. Coalpro welcomes the opportunity to make
representations on the Green Paper on Greenhouse Gas Emissions within
the European Union, COM (2000)87.

Emissions trading is one of the three `flexible mechanisms' outlined within the Kyoto
Protocol which will be introduced internationally in 2008. Whilst Coalpro accepts the need
to gain experience prior to 2008, it is important that coal is not disadvantaged in the
design of any EU scheme. Therefore, it is essential that the Commission designs a
system which encompasses all emitting sectors, includes all six greenhouse gases and
recognises the role of the European coal industry in providing a secure and sustainable
energy resource.

3UHVLGHQW�5�-�%8'*(
&KDLUPDQ��%�-�5267521�9LFH�&KDLUPDQ��7�$//&+85&+
'LUHFWRU�*HQHUDWH�3�'($.,1�*HQHUDO�0DQDJHU��$�)(//2:6
5HJLVWHUHG�LQ�(QJODQG�1R�������,���
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���6SHFLILF�&RPPHQWV�’

2.1 Sectors to be Included

All emitting sectors should be covered by the emissions trading scheme. The transport
sector is expected to increase its C02 emissions by 39% in 2010 (from 1990 levels),
COM(2000) 88. The same document outlines the Commissions concerns that without a
reinforcement of current policy measures, emissions from the
‘business-as-usual-scenario’ will increase by 6-8% as opposed to the required reduction
of 8% within the Kyoto Protocol.

The Green Paper in paragraph 7.1 states:

C7KHUH� DUH� FOHDUO\� VRPH� VHFWRUV� �H�J�� WUDQVSRUW�� ZKHUH� DQ� ��� UHGXFWLRQ� ZRXOG� EH
H[WUHPHO\�FRVWO\�WR�PHHW��2WKHU�VHFWRUV�PD\�ULQG�VXFK�D�WDUJHW�UHODWLYHO\�LQH[SHQVLYH�WR
PHHW�,W�ZLOO�EH� OHVV�FRVWO\�IRU� WKH�HFRQRP\�DV�D�ZKROH� IRU�VHFWRUV�ZKHUH� WKH�FRVWV�DUH
ORZHVW�WR�PDNH�WKH�JUHDWHVW�FRQWULEXWLRQ


The coal industry has already made the greatest contribution to the reduction in
greenhouse gases within the EU. Coalpro is concerned that the omission of the transport
sector could mean that the coal industry is expected to make even further sacrifices.

For example, within the UK, coal has already made a disproportionate contribution to the
UK’s ability to meet its international commitments. Emissions of C02 from coal have
fallen by more than 60% between 1970 and 1998, compared to an overall UK reduction
of just over 19%. In the eight years from 1990 emissions from coal have fallen by 43% in
comparison to a

‘ ‘ ’ total UK reduction of just over 6%. The trend from coal to gas cannot be
allowed to continue without jeopardising the diversity and security of the EU’s
lowest cost energy reserve.

2.2 Common System

A trading scheme has to provide a common approach across all Member States and all
emitting sectors, otherwise it would not be compatible with the workings of the internal
market. Member States cannot be allowed to ‘opt in’/ ‘opt out’ depending upon whether
they feel it would be advantageous in their situation. Providing such flexibility could
disadvantage industries in countries that were operating within a trading scheme,
compared with those countries which had opted out.



��� &RYHUDJH�RI�*UHHQKRXVH�*DVHV�


-DPHV�+DQVHQ�RI�WKH�1$6$�*RGGDUG�,QVWLWXWH�IRU�6SDFH�6WXGLHV��RQH�RI� WKH� ILUVW�PHQ�WR�GUDZ
WKH� ZRUOG
V� DWWHQWLRQ� WR� HIIHFWV� RI� JOREDO� ZDUPLQJ�� KDV� UHFHQWO\� TXHULHG� WKH� YLHZ� WKDW� JOREDO
ZDUPLQJ� LV� EHLQJ� GULYHQ� E\� LQFUHDVLQJ� HPLVVLRQV� RI� &���� +LV� SDSHU�� *OREDO� :DUPLQJ� LQ� WKH
7ZHQW\� )LUVW� &HQWXU\�� $Q� $OWHUQDWLYH� 6FHQDULR�� -XQH� ������ VXJJHVWV� WKDW� WKH� PDLQ� FDXVH� RI
REVHUYHG� JOREDO� ZDUPLQJ� KDV� EHHQ� FDXVHG� E\� QRQ� &��� JUHHQKRXVH� JDVHV�� ZLWK� PHWKDQH
FDXVLQJ�WKH�ODUJHVW�QHW�FOLPDWH�IRUFLQJ�

:KLOVW�IRVVLO�IXHOV�DUH�WKH�PDLQ�VRXUFH�RI�&����LW�LV�DOVR�WKH�PDLQ�VRXUFH�RI�DWPRVSKHULF�DHURVROV�
HVSHFLDOO\� VXOSKDWHV�� $HURVROV� FDXVH� D� FOLPDWH� IRUFLQJ� GLUHFWO\� E\� UHIOHFWLQJ� VXQOLJKW� DQG
PRGLI\LQJ�FORXG�SURSHUWLHV��+DQVHQ�HVWLPDWHV�WKDW�DHURVRO�IRUFLQJ�KDV�WKH�VDPH�PDJQLWXGH�EXW
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,�� 9RUEHPHUNXQJ

Das Kyoto-Protokoll von 1997 verpflichtet die Europäische Gemeinschaft (EU), ihre

Treibhausgasemissionen um 8 % von 1990 – 2008/12 zu senken und betont dabei

insbesondere den Einsatz flexibler Instrumente: Joint Implementation (JI), Clean De-

velopment Mechanism (CDM) und Emissionshandel. Dies greift die Diskussion über

marktwirtschaftliche Instrumente im Umweltschutz wieder auf, konfrontiert das ge-

wachsene europäische und nationale Umweltrecht mit ökonomischen Instrumenten

und setzt sie in einer neuen Dimension zum nationalen, europäischen und internatio-

nalen Klimaschutz fort. Gleichzeitig befinden sich Wirtschaft und Politik erst am Be-

ginn dieser Debatte.

Der DIHT begrüßt grundsätzlich den Einsatz dieser flexiblen Instrumente, da hier-

durch ökologische Ziele mit höherer ökologischer und ökonomischer Effizienz er-

reicht werden können und unterbreitet erste Überlegungen dazu mit Schwerpunkt auf

das von der Kommission vorgelegte Grünbuch zum Handel mit Treibhausgasemissi-

onen. Dabei sind die nachfolgenden Leitlinien in engem Zusammenhang mit den von

der Kommission gestellten Fragen zu sehen.

,,�� /HLWOLQLHQ�I�U�GHQ��HXURSlLVFKHQ��(PLVVLRQVKDQGHO

1. Höhere ökologische und ökonomische Effizienz

Die Marktwirtschaft ist die Wirtschaftsordnung, welche die Verwendung und Vertei-

lung knapper "Umweltgüter" effizienter als andere Wirtschaftsordnungen organisiert.

Der Handel mit Emissionszertifikaten gilt dabei als marktwirtschaftlichtes Instrument,

da die entsprechende Preisbildung mit den Zertifikaten weitestgehend durch den

Markt erfolgt. Der Staat muß sich dabei auf europäischer und nationaler Ebene auf

die erforderlichen Rahmenbedingungen beschränken und den betroffe-

nen/interessierten Unternehmen weitestgehend den Austausch,Verhandlungs- und

Preisprozess überlassen. Dadurch werden unternehmerische Freiräume für intelli-

gente umwelttechnische Lösungen für eine größtmögliche ökologische und ökonomi-

sche Effizienz eröffnet. Insgesamt entstehen dadurch mehr Anreize für Unterneh-

men, mit der Umwelt schonender umzugehen.
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Die Kommission betont dabei zu Recht, dass ein Emissionshandel, der sowohl in-

nergemeinschaftlich als auch mit anderen Industrienationen betrieben wird, die aus

der Erfüllung der übernommenen Kyoto-Verpflichtung entstehenden Kosten für die

Gemeinschaft reduzieren können. Weiterhin ermögliche der Emissionshandel ein

kostengünstiges Erreichen des Gesamtziels und schaffe Anreize für Investitonen in

umweltverträgliche Technologien.

2. Kommunikation und Kooperation

Die erstmalige Einführung eines europäischen/nationalen Emissionshandels durch

Zertifikate erfordert ein Umdenken bei allen Beteiligten mit einer offenen und sachge-

rechten Informations-, Aufklärungs- und Kommunikationspolitik. Politik und Wirtschaft

müssen gemeinsam der Bevölkerung verdeutlichen, welche ökologischen und öko-

nomischen Vorteile sich aus einem Emissionshandel für den Klimaschutz ergeben

können.

Die Kommission beabsichtigt deshalb zu Recht mit dem vorliegenden Grünbuch eine

Diskussion über den Handel mit Treibhausgasemissionen erst in Gang zu bringen.

Auch in Deutschland und anderen Mitgliedstaaten ist diese Diskussion erst am An-

fang. Andererseits gibt es bereits positive Erfahrungen über Umweltzertifikate in den

USA sowie eine Vielzahl an nationalen und internationalen Pilotprojekten, z. B. der

konzerninterne Handel bei BP AMOCO.

Eine sachgerechte, breite und offene Kommunikation bei enger Kooperation zwi-

schen Wirtschaft und Politik ist um so wichtiger, da der Klimaschutz gegenüber ande-

ren Politikbereichen komplexe Besonderheiten aufweist: Es gibt keine klaren Ursa-

che-Wirkung-Beziehungen. Hinzu kommt eine Raum/Zeit-Verzerrung mit später Wir-

kung und unterschiedlichen Quellen vor Ort, die zudem nur sehr schwer durch Mo-

delle darstellbar sind. Es handelt sich dabei nicht nur um End-of-Pipe-Technologien,

sondern zunehmend integrierte Technologien. Aus der konkreten Emissionsfracht

entstehen unterschiedliche Verantwortlichkeiten; die Industrieländer tragen zur Zeit

überwiegend zu ihrer Entstehung bei, mit einer Emissionszunahme der Entwick-

lungsländer ist zu rechnen. Auch artikuliert sich ein unterschiedlicher Grad an Be-
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troffenheit, z. B. die OPEC-Länder gegenüber den Kleinen Inselstaaten. Klima ist

zudem ein globales "Kollektivgut", das von jedem genutzt werden kann; d. h. es gibt

keinen Ausschluss bzw. ein "Trittbrettfahrerproblem".

3. Integration der flexiblen Instrumente

Das Kyoto-Protokoll verweist im Sinne einer ökonomischen und ökologisch effizien-

ten Reduzierung von Treibhausgasemissionen zu Recht auf einen ganzheitlichen

Einsatz der flexiblen Instrumente, d. h. neben dem Emissionshandel auf Joint Imple-

mentation (JI) und den Clean Development Mechanism (CDM). Interessierten Unter-

nehmen und Staaten muß ermöglicht werden, durch freie Wahl dieser Instrumente

zur Reduzierung klimawirksamer Emissionen – auch im Rahmen der übernommenen

Verpflichtungen – beitragen zu können.

Hierzu gibt es bereits etablierte globale Umwelttechnologieexport-Netzwerke mit ei-

ner zunehmenden Vielzahl an klimarelevanten Pilotvorhaben. Eine stärkere Nutzung

der bestehenden Netzwerke ist sinnvoller, als die Schaffung neuer Strukturen. Dies

gilt in der Bundesrepublik Deutschland z. B. für die gemeinsam mit der deutschen

Bundesregierung bei den deutschen Auslandshandelskammern weltweit eingerich-

teten "Umwelt-Area-Manager" (UAM), die eng mit dem "Internationalen Transferzent-

rum für Umwelttechnik" (ITUT) in Leipzig sowie mit dem europäischen Umwelttech-

nologiezentrum RIET in Singapur zusammenarbeiten. Die Kommission sollte prüfen,

inwieweit die bestehenden nationalen Netzwerke in den EU-Mitgliedstaaten zielfüh-

render koordiniert und gefördert werden können für alle 3 flexiblen Instrumente.

4. Vertragsstaaten und Unternehmen

Das Kyoto-Protokoll verpflichtet direkt die Vertragsstaaten, d. h. nicht die Unterneh-

men, zur Reduzierung von Treibhausgasemissionen. Dennoch sollte der direkte

Handel zwischen und in (größeren) Unternehmen zulässig und anrechenbar sein.

Auch ein Herunterbrechen auf nationalen Emittenten bzw. Branchen erscheint prakti-

kabler. Den teilnehmenden Unternehmen muss dabei überlassen bleiben, in welcher

Art und Weise sie die Emissionsreduktionen sich anrechnen lassen wollen.



5

5. Motivation und Anreize statt kontraproduktives Monitoring

Die Kommission betont im vorliegenden Grünbuch an mehreren Stellen den Abwä-

gungsprozess, wonach einerseits Unternehmen aus eigenwirtschaftlichem Interesse

und im Sinne einer höheren ökologischen Zieleffizienz sich am Emissionshandel

beteiligen sollten, andererseits erfordere das wirksame Funktionieren eines derarti-

gen Systems ein gewisses Maß an Harmonisierung der Überwachungs-, Melde- und

Prüfverfahren. Die Kommission fordert dazu in der Praxis ein konsequentes Überwa-

chungs- und Erfüllungskontrollsystem mit vertretbaren Kosten.

Ein überzogener, intransparenter und bürokratischer Überwachungsprozess mit ho-

hen, den Emissionshandel belastenden, Transaktionskosten ist für interessierte Un-

ternehmen demotivierend. Erfahrungen aus den USA, Großbritannien und Dänemark

sprechen für ein einfaches und praktikables System.

Wir regen an zu prüfen, inwieweit das Monitoring in wirtschaftlicher Selbstverwaltung

organisiert werden könnte. Die EMAS-Erfahrungen zeigen, welche Vorteile z. B. in

Deutschland mit einer wirtschaftsnahen Organisation erreicht werden können.

6. Konkreter Nutzen und rechtliche Freiräume

Vor dem "großen Sprung" in einen Emissionshandel müssen das europäische sowie

die nationalen ordnungsrechtlichen Klimaschutzmaßnahmen entsprechend überprüft,

durchforstet und optimiert werden. Ein politisches "Draufsatteln" darf es nicht geben.

Emissionshandel hat nur dann einen Sinn, wenn einerseits der zusätzliche Nutzen

für Unternehmen klar artikuliert und geschaffen wird; andererseits für interessierte

Unternehmen Freiräume, Anreize und Motivation geschaffen wird. Deshalb muß eine

Teilnahme am Emissionshandel freiwillig sein; gleichzeitig müssen Vorleistungen, u.

a. freiwillige Selbstverpflichtungen oder belegbare klimawirksame betriebliche Re-

duktionsmaßnahmen, anrechenbar sein.
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7. Globale Komptabilität

Die in einigen Mitgliedstaaten geführte Diskussion über eine europäische/nationale

Obergrenze für den Emissionshandel ist kontraproduktiv und mißtrauensgeprägt.

Treibhausgasemissionen als globales Klimaproblem sollten vorrangig dort reduziert

werden, wo mit den eingesetzten Mitteln die höchste ökologische Effizienz, d. h.

größte Treibhausgasreduktion, erzielt wird.

Die Kommission weist im vorliegenden Grünbuch zu Recht darauf hin, dass der ge-

meinschaftsweite/nationale Emissionshandel mit dem Protokoll von Kyoto im Sinne

eines internationalen Emissionshandel ab 2008 kompatibel sein müsse. Dieser Han-

del müsse somit von Anfang an so konzipiert werden, dass eine allmähliche Aus-

weitung im Hinblick auf die erfassten geographischen Gebiete, Wirtschaftsbereiche

und Gasemissionen ermöglicht werde. Praktische Erfahrungen und Pilotprojekte be-

legen, dass der Emissionshandel umso wirksamer und kostengünstiger ist, je größer

der Markt und je mehr Unternehmen daran teilnehmen.

Allen interessierten Unternehmen muß klar, rechtsverbindlich, transparent und nach-

vollziehbar kommuniziert werden, wie der Emissionshandel entwickelt und organisiert

wird. Vor dem Start zum europäischen und internationalen Emissionshandel in

2005/2008 sollte eine ausführliche, kritische und konstruktive Diskussion mit Erfah-

rungen in ausgewählten Pilot-Projekten erfolgen. Darauf aufbauend kann dann ab

2005 bis 2008 der Emissionshandel für möglichst viele Unternehmen/Branchen ge-

öffnet werden.

Der operative Start des Emissionshandels sollte mit einer kostenlosen Ausgangs-

verteilung durch den Staat beginnen. Auch Newcomer sollten aus Gründen der Prak-

tikabilität kostenlose Zertifikate erhalten.

8. Keine Wettbewerbsverzerrungen

Im Sinne einer europäischen und internationalen höchstmöglichen Effizienz von Kli-

maschutzmaßnahmen werden interessierte Unternehmen nur dann daran teilnehmen

(können), wenn ihnen dadurch andererseits keine Wettbewerbsnachteile entstehen.
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In diesem Zusammenhang verweist die Kommission im vorliegenden Grünbuch auch

darauf, dass sichergestellt werden müsse, dass insbesondere Initiativen der Mit-

gliedstaaten nicht zu ungerechtfertigten Hemmnissen für die Niederlassungsfreiheit

innerhalb des Binnenmarktes führen dürfe. Grundsätzlich sei zu vermeiden, dass

Handelsschranken, Beschränkungen der Niederlassungsfreiheit für Unternehmen

und Wettbewerbsverzerrungen entstehen, die dem Binnenmarkt Schaden zufügen

würden. Die Industrie müsse somit die Sicherheit haben, dass in allen Mitgliedstaa-

ten eine faire Behandlung von vergleichbaren Unternehmen aus verschiedenen Mit-

gliedstaaten gewährleistet ist. Besonders sei dabei zu berücksichtigen, dass sich

kein Unternehmen dadurch benachteiligt fühle, dass es in einem bestimmten Mit-

gliedstaate seine Emissionsanteile per Versteigerung erwerben muß, während in ei-

nem anderen Mitgliedstaat die Emissionsanteile nach dem Besitzstandsansatz un-

entgeltlich zugeteilt würde.

Das politisch vereinbarte "Burden sharing" der europäischen Mitgliedstaaten sollte

durch eine EU-interne gleichmäßigere Verteilung ersetzt werden. Es ist sachlich nicht

einsehbar und demotivierend für interessierte Unternehmen, dass z. B. in Deutsch-

land einerseits hohe Treibhausgasreduktionen in den vergangenen Jahren erzielt

wurden, andererseits Deutschland mit einem 21 %igen Reduktionsziel überproporti-

onal "belegt" wird. Wurden z. B. in Deutschland in 1970 noch 149 kg Steinkohlenein-

heiten Öl, Kohle, Strom oder Gas verbraucht für 1.000 DM reales Bruttoinlandspro-

dukt, so waren dies im Jahre 1999 nur noch 97 kg. Weiterhin muß im (späteren) E-

missionshandel berücksichtigt werden, das es sich nicht "auszahlt", wenn jetzt und

vor dem Handelstart einzelne Staaten zusätzlich Treibhausgase emittieren, obwohl

sie im Rahmen des o. g. "Burden sharing" zu Reduktion verpflichtet sind; dies ver-

fälscht den Handelsstart und die künftige Handelsentwicklung/Effizienz.

Für ein effizientes und zielführendes Emissionshandels-System sind überzogene

Maßnahmen kontraproduktiv. Um so wichtiger ist im Sinne eines fairen Emissions-

handels auf europäischer und internationaler Ebene die Vermeidung unterschiedli-

cher und wettbewerbshindernder Umweltschutzanforderungen und Steuern in den

einzelnen EU-Mitgliedstaaten. Der Emissionshandel kann nicht das europäi-

sche/nationale Ordnungsrecht voll ersetzen, jedoch sinnvoll unterstützen und ergän-

zen. Die europäische, insbesondere deutsche, Umweltpolitik befindet sich ohnehin
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bereits seit langem im Übergang von der akuten Gefahrenabwehr zur Gewährleis-

tung eines hohen Vorsorgeniveaus und hin zu einer nachhaltigen Entwicklung. Der

Emissionshandel muß deshalb bei einem Niveau ansetzen, von dem aus auch tat-

sächlich auch weitere Umweltverbesserungen möglich sind.

Auch die Kommission weist im vorliegenden Grünbuch darauf hin, dass die Energie-

besteuerung und der Emissionshandel so gestaltet werden sollten, dass sie als ein-

ander ergänzende Instrumente die Gesamtheit der Emissionen abdecken. Wir schla-

gen dazu als vorrangige Maßnahme den Emissionshandel vor als Ersatz für eine na-

tionale/europäische Energiebesteuerung. Im übrigen weist die Kommission im Grün-

buch in mehreren Stellen darauf hin, dass die interessierten/betroffenen Industrie-

unternehmen darauf vertrauen können müssen, gegenüber ihren Mitbewerbern

gleichbehandelt zu werden. Dazu würden, wie ebenfalls dargelegt, bei einem ge-

meinschaftsweiten System des Emissionshandel zusätzlich die Möglichkeit gegeben,

gegen Mitgliedstaaten Durchsetzungsmaßnahmen zu ergreifen, was zusätzliche Ga-

rantien bieten würde.
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,,,� =X�GHQ�HLQ]HOQHQ�)UDJHQ

)UDJH��� :HOFKH�%HUHLFKH� VROOWHQ� LQ� GHQ� (PLVVLRQVKDQGHO� LQ� GHU� *HPHLQ�
VFKDIW�HLQEH]RJHQ�ZHUGHQ"�%LHWHQ�GLH�5LFKWOLQLHQ�]XU�%HJUHQ]XQJ
YRQ� 6FKDGVWRIIHPLVVLRQHQ� YRQ� *UR�IHXHUXQJVDQODJHQ� XQG� GLH
5LFKWOLQLH��EHU�GLH� LQWHJULHUWH�9HUPHLGXQJ�XQG�9HUPLQGHUXQJ�GHU
8PZHOWYHUVFKPXW]XQJ� HLQHQ� EUDXFKEDUHQ� $QVDW]� I�U� GLH� )HVWOH�
JXQJ� GHU� %HUHLFKH�� GLH� YRQ� HLQHP�*HPHLQVFKDIWVV\VWHP� I�U� GHQ
+DQGHO�PLW�(PLVVLRQHQ�HUIDVVW�ZHUGHQ�VROOHQ"

Grundsätzlich sollten möglichst viele Bereiche und Unternehmen auf

freiwilliger Basis in den Emissionshandel der Gemeinschaft einbezogen

werden. Der im Grünbuch vorgeschlagene Ansatz, sich zunächst auf

die Branchen zu verständigen, bei denen insbesondere der CO2-

Emissionsteil am höchsten ist, erscheint praktikabel. Die hieraus ge-

wonnenen Erfahrungen sollten sobald wie möglich auch auf andere in-

teressierte Branchen/Unternehmen übertragbar sein. Ziel ist, jeder inte-

ressierten Branche ab 2008 den internationalen Emissionshandel zu

ermöglichen.

Die Einbeziehung von Emissionsverursachern nach der in Anhang I der

IVU-Richtlinie aufgeführten "Kategorien von industriellen Tätigkeiten" ist

nur eine grobe Orientierung, da hierdurch kleinere Anlagen unberück-

sichtigt bleiben; auch diesen muß freiwillig eine Systemteilnahme er-

möglicht werden.

)UDJH��� 6ROO� LP� ,QWHUHVVH� HLQHV� JHUHFKWHQ� :HWWEZHUEV�� JU|�WP|JOLFKHU
7UDQVSDUHQ]� XQG� 5HFKWVVLFKHUKHLW� I�U� 8QWHUQHKPHQ� HLQ� I�U� EH�
VWLPPWH�%HUHLFKH�JHPHLQVDPHV�6\VWHP�I�U�GHQ�(PLVVLRQVKDQGHO
LQ�GHU�HXURSlLVFKHQ�*HPHLQVFKDIW�JHVFKDIIHQ�ZHUGHQ"

Ein gemeinsames, transparentes und rechtssicheres Systems ist

Grundvoraussetzung zur Schaffung eines fairen Wettbewerbs. Die

Kommission weist in ihrem Grünbuch auch darauf hin, dass hierdurch in

Folge der größeren Unterschiede bei den Emissionsminderungskosten

zwischen den beteiligten Unternehmen ein beträchtlicher wirtschaftli-

cher Nutzen verbunden wäre.
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)UDJH��� :lUH� GLH� LQ� HLQHP� NRRUGLQLHUWHQ� 6\VWHP� GXUFK� GLH� �(LQ�
VWLHJV���$XVVWLHJVRSWLRQ�� JHJHEHQH� )OH[LELOLWlW� PLW� GHQ� (UIRUGHU�
QLVVHQ�GHV�%LQQHQPDUNWHV�YHUHLQEDU�RGHU�Z�UGHQ�GLH�9RUWHLOH�GLH�
VHU�)OH[LELOLWlW�GXUFK�GLH�JU|�HUH�.RPSOH[LWlW�ZLHGHU�DXIJHKREHQ"

Die "Ausstiegsoption" erscheint unter Wettbewerbsaspekten sinnvoller

und hätte gegenüber der "Einstiegsoption" den Vorteil größerer Ein-

fachheit und Transparenz. Von dem gemeinschaftsweiten System (Ein-

stiegs- oder Ausstiegsoption) nicht erfasste Bereiche sollten nicht

zwangsläufig mit anderen Politiken und Maßnahmen reguliert werden,

da die Teilnahme am Emissionshandel freiwillig bleiben muß.

)UDJH��� :HOFKHU�6SLHOUDXP�EOHLEW�GHQ�HLQ]HOQHQ�0LWJOLHGVWDDWHQ��XP�LQ�LKUH
+DQGHOVV\VWHPH�PHKU�%HUHLFKH�HLQ]X]LHKHQ��DOV�HYWO��YRP�JHPHLQ�
VFKDIWVZHLWHQ�6\VWHP�HUIDVVW�ZHUGHQ"

Ein gemeinschaftsweites System muß von vorneherein für möglichst

viele Handelsbereiche offen sein, um nationale "Ausgrenzungen", aber

auch Diskriminierungen, zu verhindern.

)UDJH��� 6ROOWH�GLH�*HVDPWPHQJH�GHU�(PLVVLRQVDQWHLOH��GLH�GHQ�DP�(PLVVL�
RQKDQGHO� EHWHLOLJWHQ� %HUHLFKHQ� LQ� GHQ� HLQ]HOQHQ� 0LWJOLHGVWDDWHQ
]XJHWHLOW�ZHUGHQ��HLQHU�9HUHLQEDUXQJ�DXI�*HPHLQVFKDIWVHEHQH�XQ�
WHUOLHJHQ"

Eine "Vereinbarung" auf Gemeinschaftsebene über die Zuteilung der

gesamten EU-Emissionsmenge ist erforderlich zur Vermeidung unnöti-

ger Wettbewerbsverzerrungen; sie sollte sachgerecht in Abstimmung

mit der EU-Wirtschaft erfolgen.

)UDJH��� 6ROOWH� GLH�0HWKRGH� GHU� 9HUWHLOXQJ� YRQ� (PLVVLRQVDQWHLOHQ� DXI� GLH
(LQ]HOXQWHUQHKPHQ� DXI� *HPHLQVFKDIWVHEHQH� YHUHLQEDUW� ZHUGHQ"
2GHU� VLQG� 6LH� GHU� $QVLFKW�� GDVV� DXVI�KUOLFKH� /HLWOLQLHQ� DXI� GHU
*UXQGODJH�GHU�%HVWLPPXQJHQ��EHU�VWDDWOLFKH�%HLKLOIHQ�XQG�DQGH�
UHU�9RUVFKULIWHQ� GHV�(*�9HUWUDJHV� DXVUHLFKHQ�� XP�HLQHQ� ODXWHUHQ
:HWWEHZHUE�]X�VLFKHUQ"

Die Methode der Verteilung sollte auf Gemeinschaftsebene vereinbart

werden. Zusätzlich könnten Leitlinien eine wettbewerbskonforme Ver-

teilung unterstützen.
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)UDJH��� .DQQ�YRUDXVJHVHW]W�ZHUGHQ��GDVV�]ZLVFKHQ�GHQ�0D�QDKPHQ��GLH
I�U�GLH�LQ�GHQ�(PLVVLRQVKDQGHO�LQ�GHU�*HPHLQVFKDIW�HLQEH]RJHQHQ
%HUHLFKH�IHVWJHOHJW�ZHUGHQ��XQG�GLH�QLFKW�DXI�GHQ�+DQGHO�JHULFKWH�
WHQ�3ROLWLNHQ�XQG�0D�QDKPHQ�I�U�GLH��EULJHQ�%HUHLFKH�$XVJHZR�
JHQKHLW�JHZlKUOHLVWHW�ZHUGHQ�PX�"

Eine Ausgewogenheit ist anzustreben. Da die Systemteilnahme freiwil-

lig ist, sollten teilnehmende Branchen/Unternehmen motiviert und be-

lohnt werden; nicht teilnehmende Branchen/Unternehmen sollten nicht

"bestraft" werden.

)UDJH��� :LH�ODVVHQ�VLFK�8PZHOWZLUNVDPNHLW��LP�+LQEOLFN�DXI�GLH�(UI�OOXQJ
GHU�9HUSIOLFKWXQJ�GHV�.\RWR�3URWRNROOV��XQG�7UDQVSDUHQ]�EHL�HLQHU
.RPELQDWLRQ�YRQ�(PLVVLRQVKDQGHO��(QHUJLHEHVWHXHUXQJ�XQG�8P�
ZHOWYHUHLQEDUXQJ� JHZlKUOHLVWHQ�� ZHQQ� GLH� =LHOH� DXI� (QHUJLHHIIL�
]LHQ]�SUR�3URGXNWHLQKHLW�EDVLHUHQ"

Da freiwillige Umweltvereinbarungen von Branchen/Unternehmen e-

benso wie der Emissionshandel flexible und zielführende umweltpoliti-

sche Instrumente sind, müssen diese bei einer höheren Umweltschutz-

effizienz auch besonders berücksichtigt werden. Bereits erbrachte Vor-

leistungen sollten im (späteren) Emissionshandel anrechenbar sein. Ei-

ne Energiebesteuerung wird als kontraproduktiv, wettbewerbsverzer-

rend und wirtschaftlich belastend abgelehnt.

Auch energieeffiziente Produkte lassen sich besser einführen und ver-

markten mit freiwilligen Maßnahmen der Wirtschaft, Umweltvereinba-

rungen und Information der Verbraucher; für letzteres erfüllen Öko-

Kennzeichnungen eine sinnvolle Funktion. Notwendige Einhaltungs-

und Durchsetzungsvorschriften dürfen nicht demotivierend und ab-

schreckend wirken für interessierte Branchen/Unternehmen.

Die Kommission weist unter Ziffer 9.2 zu recht darauf hin, dass dies zur

Reduzierung des Verwaltungsaufwands durch Betriebsprüfer und E-

MAS-Umweltprüfer vorgenommen werden könnte. Hier empfehlen wir

insbesondere die Berücksichtigung der IHK-Sachverständigen, die auch

in anderen Umweltbereichen in Deutschland in wirtschaftlicher Selbst-

verwaltung wichtige Überwachungs/Testat-Aufgaben übernehmen.
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)UDJH��� 6LQG�GLH� ]XU�=HLW� YHUI�JEDUHQ� ,QVWUXPHQWH� �%HREDFKWXQJVV\VWHP�
9HUWUDJVYHUOHW]XQJVYHUIDKUHQ�� DXVUHLFKHQG� RGHU� VROOWHQ� ]XVlW]OL�
FKH� ,QVWUXPHQWH� HQWZLFNHOW� ZHUGHQ�� PLW� GHUHQ� +LOIH� GLH� *HPHLQ�
VFKDIW�GLH�(LQKDOWXQJ�YRQ�9RUVFKULIWHQ�LQ�=XVDPPHQKDQJ�PLW�GHP
(PLVVLRQVKDQGHO� LQ� GHU� *HPHLQVFKDIW� DQJHPHVVHQ� EHXUWHLOHQ
NDQQ"

Der Emissionshandel sollte so "einfach" organisiert sein, dass zusätzli-

che bürokratische Verfahren unnötig werden: siehe dazu auch o. g.

Antwort in Frage 8.

)UDJH���� *HZlKUOHLVWHQ�GLH�R��J��(OHPHQWH�GHU�(LQKDOWXQJ�XQG�'XUFKVHW]XQJ
HLQH� .RRUGLQDWLRQ� XQG� +DUPRQLVLHUXQJ� DXI� *HPHLQVFKDIWVHEHQH�
XQG�ZHOFKH�VROOWHQ�HKHU�GXUFK�GLH�0LWJOLHGVWDDWHQ�$QZHQGXQJ�ILQ�
GHQ"

Wir verweisen dazu auf unsere Antwort in Frage 9, wonach das System

von vorneherein so einfach und praktikabel errichtet werden muß, dass

unnötige Vollzugsbürokratie sowie Aufwand möglichst gering gehalten

wird.
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*HQHUDO�5HPDUNV

1. e5 is of the opinion that a European Emissions Trading system (EET) must be an element of a global
European strategy to combat climate change. The overall strategy must ensure that the EU reaches at
least its Kyoto greenhouse gas (GHG) reduction targets. In this context, e5 regrets that there does not
seem to be a clear European strategy, still, on how to achieve the target, and is strongly of the opinion
that the EET can only contribute to the EU target if elaborated in conjunction with domestic policies
and measures, including those stalled for a long time on the EU level (e.g. IRP Directive, Monti
Directive). It is worrying that the Commission at present seems to focus more on EET instead of EU
wide policies and measures, which arguably could yield higher CO2 reductions, unless the emission
limits for the trading are set quite low. Therefore we invite the Commission to elaborate such a
strategy (the ECCP process is not a replacement for a neutral, scientific look quantifying PAMs
possible at the national and EU levels in context with EET), taking into consideration not only the
Kyoto targets, but also the necessary stricter targets of future budget periods under the Kyoto Protocol.

2. e5 feels that on the matter of initial allocation of permits, harmonisation between Member States
towards an EU wide system should exist to avoid environmental, social and competition distortions,
without harmonisation being an excuse for inaction. Furthermore, safeguards against market
manipulation need to be built into the system to ensure environmental and economic efficiency.
Towards this goal, transparency regarding all trading information is essential and needs to be
guaranteed by the system, as well as access to justice for all stakeholders in the case of potential
infringements. An efficient control and penalty system needs to be ensured by Member States.

3. e5 considers the following key questions further below:

• Sectoral coverage of the EET

• Initial allocation of permits

• Interaction with other policies and measures to combat climate change

• targets

• Necessary monitoring, verification and compliance mechanisms

4. e5 considers that ideally, the EU internal trading should be structured to be an example for the
international trading under the Kyoto Protocol. This would provide the EU with a credible negotiating
position in defining the international trading rules. Under no circumstance should the EU trading
system be undermined by the flaws already becoming apparent in the international trading system yet
to be set up.

A well-designed EU emission trading system can contribute towards meeting the EU’s Kyoto Protocol
objective. Incorporating an absolute emission target for the sectors covered, it can ensure the environmental
objective, and by engaging the market in finding solutions it has the potential to reduce costs and stimulate
innovation. However, these advantages can only be realised if the details of the system are right from the
start. There is a real danger that by diluting these to gain more acceptance among Member States and fossil
fuel industry interests, that the value of a trading system will be lost.



'HWDLOHG�5HPDUNV

½ 6HFWRUDO�FRYHUDJH�RI�WKH�((7

The Commission proposes a trading scheme covering those sectors already included under the Integrated
Pollution Prevention and Control (IPPC) and large combustion plant (LCP) Directives. This essentially
means large point sources of GHG emissions, such as utilities, siderurgy, refineries, chemicals, cement, pulp
and paper…. Two crucial questions will have to be resolved: Which sectors and companies will participate in
the trading system? Will eligible sectors and companies be obliged to participate, or will they opt whether to
do so?

1. All sectors and sites that are covered by the above mentioned Directives should be included. The
advantages of this are that these sectors and sites already have developed systems of monitoring that
will ensure that the system will start with good data; and that the use of a recognised list of sectors
will remove the incentive for horse-trading among Member States for inclusion or exclusion of
different sectors.

2. Some member states and industry groups have suggested that participation for the eligible sectors in
the trading system should be optional – either as an “opt-in” to a voluntary system, or allowing an
“opt-out” for various reasons to a more comprehensive one. Such exemptions would be
unacceptable. Emission trading is supposed to be a substitute for other environmental legislation
aimed at GHGs in the affected sectors. As such, it should apply to all eligible sectors in the same
way as other environmental legislation. To exclude some of these sectors from the system would not
only be damaging to the environment: it would undermine the nascent trading system (by robbing it
of certainty and liquidity) and create distorted competition between those sectors within the system
and those outside it.

The Commission proposal proposes starting with a relatively limited number of sectors and sites, and
addressing only CO2 (the most important of 6 gases included in the Kyoto Protocol), but leaving the door
open to expanding the system by including other gases and sectors later on. This is a reasonable approach.
However, one reason for these limitations is that in general reliable monitoring systems have only reliably
been put in place for large point sources, and typically they monitor CO2 to greater precision than other
gases, where these are monitored at all.

It is certainly possible that future monitoring will provide equal precision and confidence for smaller
emitters. Other gases, particularly the F-gases, are also being monitored with greater precision, and could
eventually be included. However, any further inclusions must only be permitted when no doubt exists as to
the accuracy and reliability of this monitoring. If there is a push to include other sectors and gases before this
confidence exists, the whole system will be undermined and its environmental effectiveness will be put at
risk.

½ ,QLWLDO�DOORFDWLRQ�RI�SHUPLWV��DXFWLRQLQJ

The Commission has proposed a relatively limited downstream trading system covering more or less those
sites now covered by IPPC. The most fundamental reason for this is that such a proposal would be an
environmental measure and could thus be passed on majority vote in the Council. A more comprehensive
programme with an upstream auctioned system would be considered a fiscal measure, and would have to be
passed unanimously. However, auctioning is a better option technically (see e.g. both FIELD and CCAP
studies for the Commission). The allocation of permits - auctioning vs. grandfathering (the biggest polluter
of the past gets correspondingly the most permits, thereby punishing those industries which have already
undertaken efforts re. energy efficiency)- is hugely controversial. Obviously, several industry sectors reject
auctioning, because they want to be able to start off trading at the “dirtiest level”. We must certainly resist
"historical" grandfathering, which allocates purely on the basis of current emissions, but the Commission is
considering forms of grandfathering based on efficiency criteria, or a mix of grandfathering and auctioning,



which may be better than “pure” grandfathering, but less than auctioning. Even so, if an average of historical
emissions stretching some way into the past is used, and subsequent action is rewarded, this approach can
become difficult if their have been significant changes to the structure of production within the EU (which
there have been) and it penalises new sectors with strong growth prospects (and which may have low carbon
intensity).

The method of allocation of emission permits must ensure equity, environmental effectiveness and
transparency, and be guided by the "polluter pays" principle. Furthermore, it is crucial that companies that
have taken early action to reduce emissions should be rewarded rather than penalised relative to their more
polluting competitors. The best way of achieving these goals is through auctioning the permits.

½ ,QWHUDFWLRQ�ZLWK�RWKHU�SROLFLHV�DQG�PHDVXUHV�WR�FRPEDW�FOLPDWH�FKDQJH

The type of system envisaged by the Commission’s proposal would cover large sources, covering the source
of ca. 40-50% of total EU emissions. This means that the all-important transport, domestic and tertiary
sectors will be covered with other PAMs. Much remains to be done in many industry sectors, but the fact is
that some progress has been made in reducing industrial emissions, which accounts for a declining share of
the EU total. With emissions rising alarmingly in both the transport and domestic sectors, these are larger
priorities. Emissions trading has come to be viewed as a panacea for meeting the EU's Kyoto target, as if it
will give the right economic signals for all sectors to make reductions. In fact, it is likely to be fairly limited
in terms of its initial impact on overall emissions. It must not be allowed to monopolise the attention, and
other vital policies and measures need to be pursued vigorously

½ 7DUJHWV

When an emission trading system is discussed, the talk is almost always of absolute quantities of GHG
emissions: tonnes of CO2 or equivalent. Some countries and companies however are advocating various
ways to include emission credits or permits derived from companies or sectors meeting "unit" targets (CO2
per tonne of product, for instance). These kinds of target are designed to allow increases in total emissions
for a growing sector. Converting this kind of target into absolute tonnes is complicated, and if done wrong
can lead to a greater risk in terms of environmental outcome. Furthermore, these targets have flexibility
"built in", so they have less need of trading as an option for growth. Confidence in the trading system will
only be there if it is simple and transparent, so that everyone has confidence in its results. Trading "unit"
targets undermines this simplicity and transparency, and so should be rejected in favour of absolute targets.

Furthermore, any future Kyoto Protocol emissions trading system will based on absolute emissions. While e5
has serious reservations about Kyoto trading as it seems to be developed presently, it is clear that only an EU
system based on absolute emissions will be compatible with the full Kyoto trading regime.

The setting of the exact emission ceiling for the participating sectors will be a complex and technical task,
which needs to take account of technical potential, economic cost etc. for each sector. To ensure overall
achievement of each country’s Kyoto target, member states must also declare how much of their overall
objective they intend to achieve in each of the non-trading sectors (e.g. transport, domestic, tertiary). Finally,
in function of the sector, a comparison will have to be done between the different measures, which can lead
to emissions reductions: flexibility mechanisms, taxes, voluntary agreements, and other PAMs. These
measures are not excluding each other necessarily, a combination of several is often the most useful path. A
burdensharing by industrial sector therefore shouldn’t be excluded.

The VL]H� RI� WKH� WDUJHW� is important, in terms of how the EET market will work (liquidity, incentive for
additional investments and technology development). Another factor to take into account is the likely
structural and sectoral evolution of the EU economy between now and the end of the first commitment
period and the effects this will have on the relative rigour of the target for the EET and other sectors. There is
clearly a balance to be found between demanding sufficient rigour to promote new investments and
achievement of the KP targets, creating a functioning market with sufficient players and allowing a step-by-
step learning process with a mechanism that is relatively new to most participants.



½ 1HFHVVDU\�PRQLWRULQJ��YHULILFDWLRQ�DQG�FRPSOLDQFH�PHFKDQLVPV

Environmental effectiveness and credibility of the trading system is strongly defined by the level of the
target and the compliance system. The target needs to be sufficiently high for real action to happen, and the
compliance system must be strict and biting (as it is in the case of the US sulphur trading system), so as to
avoid firms e.g. simply paying a very low fine for non-action or missing their target, instead of undertaking
actions to reduce their emissions.

For any trading system to work, the rules of that system need to be transparent, verifiable and subject to clear
and serious penalties for non-compliance. This is doubly true in the case for a new system which needs to
gain the confidence of the participants and of the public. It is essential therefore that the compliance systems
put in place serve to add credibility to the environmental effectiveness of the trading system. As part of this
confidence building, aggregated emissions data from the programme must be made available for public
scrutiny. Transparency must assure further objectives:

- environmental credibility: ensure the level of information necessary to allow authorities a precise
control of the emissions and the permit holders;

- market performance: ensure market visibility to permit participants to adopt the economically best
strategy.

The penalties for non-compliance must be clear, automatic and significant. An automatic penalty of X times
the value of a permit for each excess tonne of CO2 would provide a clear incentive for compliance. This is
similar to the system which has worked effectively in the case of sulphur trading in the US. The compliance
system needs to be in place before trading starts. At least a significant minimum level for penalties needs to
be set at EU level, and indeed the Community must have the right to pursue Member States out of
compliance with targets, monitoring or verification obligations. The verification and monitoring systems,
especially for companies’ emissions, need to be the same in all of the EU, to ensure validity, comparability
of data and transparency. The data needs to be held in a publicly available form at a central place such as the
EEA or the Commission. Insecurity on accurateness of the data could else easily undermine the whole EET.

Furthermore, the trading system needs to incorporate action to combat perverse effects, such as a company
stopping its activities in the EU to speculatively resell the quota they possess, or a company simply
relocating to a non-Annex 1 country.

Finally, where as within the existing EU national inventories/information on the reliability of emissions is
not too bad, while still lacking, the same can not be said for all of the proposed future EU countries. This is
also related to the need to establish HOLJLELOLW\� FULWHULD� for participation in the EET system, as in the KP:
independently verified inventories, monitoring systems and registries, etc. both at the national and firm
levels.



&RPPHQWV�E\�WKH�(OHFWULFLW\�$VVRFLDWLRQ
RQ�WKH�(XURSHDQ�&RPPLVVLRQ
V�*UHHQ�3DSHU�

*UHHQKRXVH�*DV�(PLVVLRQV�7UDGLQJ��ZLWKLQ�WKH�(XURSHDQ�8QLRQ
�&20�����������

,QWURGXFWLRQ

7KH� (OHFWULFLW\� $VVRFLDWLRQ� LV� WKH� WUDGH� DVVRFLDWLRQ� UHSUHVHQWLQJ� WKH� PDMRU� HOHFWULFLW\� JHQHUDWLRQ�� WUDQVPLVVLRQ�
GLVWULEXWLRQ�DQG�VXSSO\�FRPSDQLHV�LQ�WKH�8QLWHG�.LQJGRP��:H�ZHOFRPH�WKH�&RPPLVVLRQ
V�*UHHQ�3DSHU�DV�D�SRVLWLYH
VWHS�WRZDUGV�WKH�HYHQWXDO�HVWDEOLVKPHQW�RI�DQ�LQWHUQDWLRQDO�JUHHQKRXVH�JDV�HPLVVLRQV�WUDGLQJ�V\VWHP�XQGHU�WKH�.\RWR
3URWRFRO�

,Q�OLQH�ZLWK�RXU�SUHIHUHQFH�IRU�PDUNHW�EDVHG�PHDVXUHV��WKH�(OHFWULFLW\�$VVRFLDWLRQ�VXSSRUWV�WKH�SULQFLSOH�RI�HPLVVLRQV
WUDGLQJ�DV�D�SRWHQWLDOO\�LPSRUWDQW�PHFKDQLVP�IRU�GHOLYHULQJ�FOLPDWH�FKDQJH�WDUJHWV�FRVW�HIIHFWLYHO\��:H�FRQVLGHU�WKDW
WKH�HDUO\�HVWDEOLVKPHQW�RI�QDWLRQDO�DQG�(XURSHDQ�WUDGLQJ�VFKHPHV�ZRXOG�HQDEOH�(XURSHDQ�FRPSDQLHV��PDUNHWV�DQG
*RYHUQPHQWV�WR�JDLQ�YDOXDEOH�H[SHULHQFH�DQG�H[SHUWLVH�ZKLFK�FRXOG�EH�XVHG�WR�DGYDQWDJH�LQ� WKH�GHYHORSPHQW�DQG
RSHUDWLRQ�RI�WKH�ZLGHU�LQWHUQDWLRQDO�V\VWHP�LQ�GXH�FRXUVH�

7KH�8.�HOHFWULFLW\�LQGXVWU\�KDV�WDNHQ�DQ�DFWLYH�SDUW�LQ�WKH�ZRUN�RI�WKH�$&%(�&%,
�(PLVVLRQV�7UDGLQJ�*URXS�VLQFH
LWV� LQFHSWLRQ� LQ�������7KLV�*URXS� LV�GHYHORSLQJ��ZLWK�*RYHUQPHQW� VXSSRUW�� D�SLORW�8.�HPLVVLRQV� WUDGLQJ�VFKHPH�
ZLWK�D�YLHZ�WR�JRLQJ�OLYH�LQ�$SULO�������7KH�8.�HOHFWULFLW\�LQGXVWU\�DOVR�SURSRVHG�DQ�(85(/(&75,&�*UHHQKRXVH
*DV� DQG� (OHFWULFLW\� 7UDGLQJ� 6LPXODWLRQ� �*(76��� XQGHUWDNHQ� E\� SDUWLFLSDQWV� WKURXJKRXW� WKH� (XURSHDQ� HOHFWULFLW\
VHFWRU� LQ������� ,W� LV� DJDLQ�SOD\LQJ� D�NH\� UROH� LQ� D� IROORZ�XS� VLPXODWLRQ� �*(76��� GXULQJ� ������ZKLFK� DOVR� LQFOXGHV
HQHUJ\�FRQVXPHUV�IURP�D�QXPEHU�RI�VHFWRUV��7KH�UHVXOWV�RI�WKLV�VLPXODWLRQ�ZLOO�EH�UHSRUWHG�DW�&23���

:KLOVW� ZH� VXSSRUW� HPLVVLRQV� WUDGLQJ� DV� DQ� LPSRUWDQW� PHFKDQLVP� IRU� FRVW�HIIHFWLYHO\� UHGXFLQJ� JUHHQKRXVH� JDV
HPLVVLRQV��ZH�UHFRJQLVH�WKDW�LW�ZLOO�QRW�EH�DSSURSULDWH�IRU�PDQ\�VHFWRUV�LQ�WKH�HFRQRP\�DQG�� LQ�VXSSRUW�RI�WKH�IDLU
GLVWULEXWLRQ�RI�WKH�HPLVVLRQ�UHGXFWLRQ�EXUGHQ��ZH�FRQVLGHU�WKDW�LW�LV�QHFHVVDU\�IRU�HTXLYDOHQW�QRQ�WUDGLQJ�PHDVXUHV�WR
EH�DSSOLHG�LQ�WKHVH�VHFWRUV�

7KH�*UHHQ�3DSHU�RQO\�FRQVLGHUV�WKH�WUDGLQJ�RI�HPLVVLRQ�SHUPLWV��7KH�(OHFWULFLW\�$VVRFLDWLRQ�VXJJHVWV�WKDW�WUDGLQJ�RI
HPLVVLRQ� UHGXFWLRQ� FUHGLWV�� DZDUGHG� IRU� SURMHFWV� FDUULHG� RXW� XQGHU� WKH� .\RWR� -RLQW� ,PSOHPHQWDWLRQ� DQG� &OHDQ
'HYHORSPHQW�0HFKDQLVPV�VKRXOG�DOVR�EH�LQFOXGHG�LQ�DQ\�(XURSHDQ�HPLVVLRQV�WUDGLQJ�V\VWHP��DOWKRXJK�WKLV�PD\�QRW
EH�DSSURSULDWH�LQLWLDOO\���,Q�DGGLWLRQ��FUHGLWV�VKRXOG�DOVR�EH�UHFRJQLVHG�IRU�GRPHVWLF�SURMHFWV�ZKLFK�JHQHUDWH�HPLVVLRQ
UHGXFWLRQV�LQ�QRQ�WUDGLQJ�VHFWRUV��VXFK�DV�WKH�GLVVHPLQDWLRQ�RI�HIILFLHQW�HOHFWUR�WHFKQRORJLHV�UHSODFLQJ�IRVVLO�IXHOV�LQ
HQG�XVHV�

��$GYLVRU\�&RPPLWWHH�RQ�%XVLQHVV�DQG�WKH�(QYLURQPHQW���&RQIHGHUDWLRQ�RI�%ULWLVK�,QGXVWU\



6SHFLILF�4XHVWLRQV

7KH� UHVW� RI� WKLV� UHVSRQVH� GHDOV� ZLWK� WKH� VSHFLILF� TXHVWLRQV� SRVHG� LQ� WKH� *UHHQ� SDSHU�� 4XHVWLRQV� �� DQG� ��� DUH
DQVZHUHG�WRJHWKHU�

4XHVWLRQ� ��� :KLFK� VHFWRUV� VKRXOG� EH� FRYHUHG� E\� HPLVVLRQV� WUDGLQJ� ZLWKLQ� WKH� &RPPXQLW\"� 'R� WKH� /&3� DQG� ,33&
'LUHFWLYHV�RIIHU�D�XVHIXO�VWDUWLQJ�SRLQW�IRU�GHILQLQJ�WKH�VHFWRUDO�FRYHUDJH�RI�D�&RPPXQLW\�HPLVVLRQV�WUDGLQJ�V\VWHP"

$Q\� HPLVVLRQV� WUDGLQJ� V\VWHP� QHHGV� D� VXIILFLHQW� QXPEHU� RI� SDUWLFLSDQWV� IURP� D� UDQJH� RI� VHFWRUV� ZLWK� GLIIHUHQW
FKDUDFWHULVWLFV�WR�HQVXUH�D�OLTXLG�PDUNHW��,Q�SULQFLSOH�WKH�V\VWHP�VKRXOG�EH�GHVLJQHG�WR�DFFRPPRGDWH�DQ\�QXPEHU�RI
VHFWRUV�DQG�SOD\HUV��EXW�LQ�WKH�LQLWLDO�VWDJHV�LW�ZRXOG�EH�SUXGHQW�WR�PDLQWDLQ�UHODWLYH�VLPSOLFLW\�E\�OLPLWLQJ�WKH�VFRSH�
7KH�(85(/(&75,&�VLPXODWLRQ�H[HUFLVH��*(76���KDV�LQGLFDWHG�WKDW�D�YLDEOH�OLTXLG�WUDGLQJ�PDUNHW�FDQ�EH�DFKLHYHG
E\�WKH�SDUWLFLSDWLRQ�RI�WKH�HQHUJ\�LQWHQVLYH�VHFWRUV�OLVWHG�LQ�7DEOH���LQ�WKH�*UHHQ�3DSHU��QDPHO\�HOHFWULFLW\�DQG�KHDW
SURGXFWLRQ��LURQ�DQG�VWHHO��UHILQLQJ��FKHPLFDOV��JODVV��FHPHQW�DQG�SDSHU�

:H�GR�QRW�VHH�DQ\�SDUWLFXODU�PHULW�LQ�XVLQJ�WKH�/&3�'LUHFWLYH�WR�GHILQH�ZKLFK�SOD\HUV�VKRXOG�WDNH�SDUW�LQ�WKH�VFKHPH�
VLQFH� /&3� ZRXOG� EH� WRR� UHVWULFWLYH�� 7KHUH� PD\� EH� PRUH� PHULW� LQ� WKH� XVH� RI� WKH� ,33&�'LUHFWLYH�� DOWKRXJK� LW� LV
SUREDEO\� WRR�EURDG� LQ� VFRSH� IRU� WKH� LQLWLDO� VWDJHV�� VLQFH� LW� FRYHUV� VHYHUDO� VHFWRUV� VXFK� DV�PLON� SURGXFWLRQ� DQG�SLJ
IDUPLQJ� IRU�ZKLFK� HPLVVLRQV� WUDGLQJ�PD\� QRW� EH� DSSURSULDWH��2Q� WKH� RWKHU� KDQG�� ,33&� H[FOXGHV� VRPH� LQWHQVLYH
HQHUJ\�XVHUV��VXFK�DV�LQGXVWULDO�DLU�SURGXFW�PDQXIDFWXUHUV�

4XHVWLRQ����6KRXOG�WKHUH�EH�D�FRPPRQ�HPLVVLRQV�WUDGLQJ�VFKHPH�ZLWKLQ�WKH�(XURSHDQ
&RPPXQLW\�IRU�FHUWDLQ�VHFWRUV�LQ�WKH�LQWHUHVW�RI�IDLU�FRPSHWLWLRQ��PD[LPXP�WUDQVSDUHQF\�DQG
OHJDO�FHUWDLQW\�IRU�FRPSDQLHV"

:H�EHOLHYH� WKDW� LW� LV� HVVHQWLDO� WR�PDLQWDLQ� IDLU� FRPSHWLWLRQ�EHWZHHQ� FRPSDQLHV� LQ� D� JLYHQ� VHFWRU�� ERWK�ZLWKLQ� DQG
DFURVV�0HPEHU� 6WDWH� ERXQGDULHV�� DQG� WKLV� FULWHULRQ� QHHGV� WR� EH� XSSHUPRVW� LQ� DQ\� VWUDWHJ\� IRU� DGGUHVVLQJ� FOLPDWH
FKDQJH��6HYHUDO�0HPEHU�6WDWHV�DUH�DOUHDG\�ZHOO�DGYDQFHG�LQ�GHYHORSLQJ�WKHLU�RZQ�QDWLRQDO�HPLVVLRQV�WUDGLQJ�V\VWHPV
DQG�WKHVH�VKRXOG�EH�HQFRXUDJHG��6RPH�RI�WKHVH�DUH�OLNHO\�WR�EH�LQ�RSHUDWLRQ�EHIRUH�DQ\�(8�VFKHPH�FRXOG�EH�LQ�SXW�LQ
SODFH�� 'HYHORSPHQW� RI� D� FRPSUHKHQVLYH� (8� WUDGLQJ� V\VWHP� FRYHULQJ� DOO� ��� PHPEHUV� FRXOG� EH� IUDXJKW� ZLWK
GLIILFXOWLHV��:H� WKHUHIRUH� FRQVLGHU� WKDW� WKH� EHVW� ZD\� IRUZDUG� IRU� DQ� (8� VFKHPH�� DW� OHDVW� LQLWLDOO\�� LV� WR� GHILQH� D
FRKHUHQW�IUDPHZRUN�ZLWKLQ�ZKLFK�WKH�QDWLRQDO�VFKHPHV�FDQ�RSHUDWH��$OWKRXJK�IDLU�FRPSHWLWLRQ�VKRXOG�EH�RQH�RI�WKH
REMHFWLYHV�RI�VXFK�D�IUDPHZRUN�� LW� VKRXOG�EH� UHPHPEHUHG� WKDW� WKH� WUDGLQJ�PDUNHW� LWVHOI�SURYLGHV�D�PHFKDQLVP�IRU
GHOLYHULQJ�FRPPRQ�SULFLQJ�DQG�WUDGLQJ�FRPSDWLELOLW\��$QRWKHU�REMHFWLYH�RI�DQ�(8�VFKHPH�VKRXOG�EH�FRPSDWLELOLW\
ZLWK� WKH� UHTXLUHPHQWV� RI� WKH�.\RWR�3URWRFRO�� VLQFH� DQ�(8� VFKHPH� LV� OLNHO\� WR� EH� EXW� D� VWDJLQJ� SRVW� WRZDUGV� DQ
LQWHUQDWLRQDO�.\RWR�VFKHPH�

4XHVWLRQ����:RXOG�WKH�IOH[LELOLW\�RIIHUHG�E\�D�FR�RUGLQDWHG�VFKHPH�VXFK�DV��RSWLQJ�LQ���O�RSWLQJ
RXW��EH�FRPSDWLEOH�ZLWK�WKH�UHTXLUHPHQWV�RI�WKH�LQWHUQDO�PDUNHW��RU�ZRXOG�DQ\�DGYDQWDJHV�RI
VXFK�IOH[LELOLW\�EH�RXWZHLJKHG�E\�LQFUHDVHG�FRPSOH[LW\"

,W�LV�LPSRUWDQW�WKDW�DQ�(8�VFKHPH�VKRXOG�LQLWLDOO\�EH�VLPSOH�DQG�WUDQVSDUHQW��ZLWK�D�VXIILFLHQW�VSUHDG�RI�SDUWLFLSDWLQJ
VHFWRUV�WR�HQVXUH�D�OLTXLG�PDUNHW��,W�ZRXOG�EH�GHVLUDEOH��WR�DYRLG�PDUNHW�GLVWRUWLRQ��WR�LQFOXGH�DOO�HQWLWLHV�ZLWKLQ�WKH
SDUWLFLSDWLQJ�VHFWRUV��+RZHYHU��LW�PXVW�EH�UHFRJQLVHG



WKDW� VRPH�HQWLWLHV�RU� VHFWRUV�ZLOO�QRW�ZLVK� WR� WDNH�SDUW�DQG�� LQ�RUGHU� WR�HQVXUH� WKH�VXSSRUW�RI�0HPEHU�6WDWHV� DQG
LQGXVWU\��WKH�VFKHPH�PXVW�SURYLGH�WKH�IOH[LELOLW\� WR�DOORZ�VXFK�RSWLQJ�RXW�RU�� LQGHHG��RI�RSWLQJ�LQ��,Q� WKH�HYHQW�RI
HQWLWLHV� RSWLQJ�RXW�� WKH� GHPDQGV� RI� WKH� OHYHO� SOD\LQJ� ILHOG� ZRXOG� UHTXLUH� WKRVH� HQWLWLHV� WR� EH� VXEMHFW� WR� HPLVVLRQ
UHGXFWLRQ�REOLJDWLRQV�HTXLYDOHQW�WR�WKRVH�LQ�WKH�VFKHPH��7KHVH�ZRXOG�EH�GHWHUPLQHG�DW�0HPEHU�6WDWH�OHYHO�

4XHVWLRQ����:KDW�VFRSH�LV�WKHUHIRU�LQGLYLGXDO�0HPEHU�6WDWHV�WR�LQFOXGH�PRUH�VHFWRUV�LQ�WKHLU�GRPHVWLF�WUDGLQJ�VFKHPH�WKDQ
PLJKW�EH�FRYHUHG�E\�D�&RPPXQLW\�VFKHPH"

7KHUH�VKRXOG�EH�QR�UHVWULFWLRQV�RQ�LQGLYLGXDO�0HPEHU�6WDWHV
�LQFOXVLRQ�ZLWKLQ�WKHLU�RZQ�GRPHVWLF�WUDGLQJ�VFKHPHV�RI
VHFWRUV��RU�JUHHQKRXVH�JDVHV��DGGLWLRQDO�WR�WKRVH�LQ�WKH�(8�VFKHPH��,Q�SULQFLSOH�WKH�PRUH�GLYHUJHQW�WKH�VFKHPH��WKH
JUHDWHU�WKH�VFRSH�IRU�FRVW�HIIHFWLYH�HPLVVLRQV�UHGXFWLRQ�

4XHVWLRQ�6��6KRXOG�WKH�RYHUDOO�DPRXQW�RI�DOORZDQFHV�DOORFDWHG�WR� WKH�WUDGLQJ�VHFWRU� LQ�HDFK�0HPEHU�6WDWH�EH�VXEMHFW� WR
DJUHHPHQW�DW�&RPPXQLW\�OHYHO"

(DFK�0HPEHU�6WDWH�RI�WKH�(8�KDV� LWV�RZQ�DJUHHG�JUHHQKRXVH�JDV�HPLVVLRQV�UHGXFWLRQ�WDUJHW�QHJRWLDWHG�ZLWKLQ�WKH
(8�.\RWR�EXEEOH�DQG�LW�KDV�LWV�RZQ�DSSURDFK�WR�PHHWLQJ�WKH�WDUJHW��:H�EHOLHYH�WKHUHIRUH�WKDW�WKH�UHVSRQVLELOLW\�IRU
VHWWLQJ�DFWXDO�VHFWRUDO�WDUJHWV�DQG�DOORFDWLRQV�PXVW�UHVW�ZLWK�WKH�0HPEHU�6WDWHV��7KH�(8�V\VWHP�VKRXOG�EH�FRQFHUQHG
ZLWK�GHILQLQJ�WKH�SULQFLSOHV�DQG�OLPLWDWLRQV�RI�DOORFDWLQJ�WKH�EXUGHQ�EHWZHHQ�VHFWRUV��WUDGLQJ�DQG�QRQ�WUDGLQJ��VR�DV
WR� HQVXUH� WKDW� WKLV� LV� GRQH� HTXLWDEO\� DQG� WUDQVSDUHQWO\�� $� SULPH� FULWHULRQ� LV� WKDW� 0HPEHU� 6WDWHV
� WDUJHWV� DUH
DSSURSULDWHO\�SURJUHVVLYH�DQG�FRQVLVWHQW�ZLWK�WKHLU�RYHUDOO�VWUDWHJLHV�IRU�PHHWLQJ�WKHLU�.\RWR�FRPPLWPHQWV�

4XHVWLRQ����6KRXOG�WKH�ZD\�LQ�ZKLFK�DOORZDQFHV�DUH�DOORFDWHG�WR�LQGLYLGXDO�FRPSDQLHV�EH�WKH
VXEMHFW�RIDJUHHPHQW�DW�&RPPXQLW\�OHYHO"�2U��GR�\RX�FRQVLGHU�GHWDLOHG�JXLGHOLQHV�EDVHG�RQ�WKH
VWDWH�DLG�SURYLVLRQV�DQG�RWKHU�UXOHV�RI�WKH�7UHDW\�WR�EH�VXIILFLHQW�WR�VDIHJXDUG�IDLU�WUHDWPHQW"

,W�LV�LPSRUWDQW�WKDW�WKH�LQLWLDO�DOORFDWLRQ�RI�DOORZDQFHV�IRU�HPLVVLRQV�WUDGLQJ�LV�HTXLWDEOH�WR�DOO�HQWLWLHV�ZLWKLQ�D�VHFWRU
DFURVV� WKH�&RPPXQLW\�� ,Q� DQ�(8� WUDGLQJ� V\VWHP� WKLV� UHTXLUHV� WKH� VDPH� DOORFDWLRQ�PHWKRG�EHLQJ� XVHG� IRU� D� JLYHQ
VHFWRU�&RPPXQLW\�ZLGH��$V�IDU�DV�SRVVLEOH��WKH�(8�DSSURDFK�WR�HPLVVLRQV�WUDGLQJ�VKRXOG�PDNH�XVH�RI�H[LVWLQJ�VWDWH
DLG�DQG�VLQJOH�PDUNHW�SURYLVLRQV��+RZHYHU��DV�VWDWHG�LQ�WKH�*UHHQ�SDSHU��H[LVWLQJ�&RPPXQLW\�/DZ�GRHV�QRW�SUHYHQW
0HPEHU�6WDWHV�IURP�GLVFULPLQDWLQJ�DJDLQVW�WKHLU�RZQ�FRPSDQLHV��,W�LV�OHJLWLPDWH�IRU�D�0HPEHU�6WDWH�WR�XVH�D�PHWKRG
RI� DOORFDWLRQ�ZKLFK�ZRXOG�SODFH� LWV�RZQ� LQGXVWULHV� DW� D� GLVDGYDQWDJH��3UHYHQWLQJ� WKLV�ZRXOG� UHTXLUH� DJUHHPHQW�RQ
DOORFDWLRQ�PHWKRG�ZLWKLQ�WKH�(8�(PLVVLRQV�7UDGLQJ�)UDPHZRUN�

2XU�IDYRXUHG�PHWKRG�RI�DOORFDWLRQ�LV�JUDQGIDWKHULQJ�EDVHG�RQ�KLVWRULFDO�HPLVVLRQV�VLQFH�WKLV�ZRXOG�DYRLG�ILQDQFLDO
VKRFN� WR� LQGXVWU\� DQG� WKH� VWUDQGLQJ� RI� DVVHWV�� 7KH� PDLQ� DOWHUQDWLYH� RI� SHUPLW� DXFWLRQLQJ� FRXOG�� FRPSDUHG� WR
JUDQGIDWKHULQJ�� UHGLVWULEXWH� FRVWV� LQ� DQ� XQSUHGLFWDEOH�ZD\� DQG� UXQV� WKH� ULVN� RI� VHYHUH� HFRQRPLF� GLVUXSWLRQ� DV� WKH
FRVWV�ZRXOG�UDSLGO\�EH�UHIOHFWHG�LQ�SULFHV��)RU�QHZ�HQWUDQWV��SHUPLWV�FRXOG�EH�DOORFDWHG�IUHH�RU�E\�DXFWLRQLQJ�IURP�D
UHVHUYHG�DOORFDWLRQ�

:KDWHYHU� WKH� DOORFDWLRQ� PHWKRG� XVHG�� VHFWRUV�HQWLWLHV� SDUWLFLSDWLQJ� LQ� WUDGLQJ�� DQG� WKHUHIRUH� DFFHSWLQJ� D� FDS� RQ
HPLVVLRQV��VKRXOG�EH�HQFRXUDJHG�DQG�UHZDUGHG�IRU�PDNLQJ�HDUO\�HIIRUWV�DW�FXUELQJ�WKHLU�HPLVVLRQV�



4XHVWLRQ����,V�LW�DJUHHG�WKDW�D�EDODQFH�KDV�WR�H[LVW�EHWZHHQ�VHFWRUV�HQJDJHG�LQ�HPLVVLRQV�WUDGLQJ�ZLWKLQ�WKH�&RPPXQLW\�RQ
WKH�RQH�KDQG��DQG�QRQ�WUDGLQJ�SROLFLHV�DQG�PHDVXUHV�DSSOLHG�WR�RWKHU�VHFWRUV�RQ�WKH�RWKHU"

<HV��$OO� VHFWRUV� VKRXOG�EHDU� DQ� HTXLWDEOH� VKDUH� RI�� WKH� HPLVVLRQV� UHGXFWLRQ� EXUGHQ��(QHUJ\� SURGXFHUV� DQG�PDMRU
HQHUJ\�FRQVXPHUV�SDUWLFLSDWLQJ�K�HPLVVLRQV�WUDGLQJ�VKRXOG�QRW�EH�H[SHFWHG�WR�VKRXOGHU�DQ�XQUHDVRQDEOH�VKDUH�RI�WKH
EXUGHQ��$� ODUJH�SDUW� RI� WKH� RYHUDOO� JUHHQKRXVH� JDV� HPLVVLRQV� DUH� SURGXFHG� E\� VPDOO� VRXUFHV� LQ� WKH� GRPHVWLF� DQG
WUDQVSRUW�VHFWRUV�DQG�E\�VPDOO�EXVLQHVVHV��IRU�ZKLFK�HPLVVLRQV�WUDGLQJ�PD\�EH�LQDSSURSULDWH��0HPEHU�6WDWHV�DQG�WKH
(8�QHHG�WR�DSSO\�DOWHUQDWLYH�HIIHFWLYH�DQG�DSSURSULDWH�QRQ�WUDGLQJ�SROLFLHV�DQG�PHDVXUHV�WR�HQVXUH�WKDW�WKHVH�VHFWRUV�
ZKLFK� KDYH� VKRZQ� OLWWOH� HYLGHQFH� RI� HPLVVLRQV� UHGXFWLRQV� WR� GDWH�� SOD\� WKHLU� IXOO� SDUW� WRZDUGV� WKH� .\RWR
FRPPLWPHQWV�

4XHVWLRQ� ��� +RZ� FDQ� HQYLURQPHQWDO� HIIHFWLYHQHVV� �LQ� WHUPV� RIIXOILOOLQJ� WKH� .\RWR� 3URWRFRO
V� FRPPLWPHQWV�� DQG
WUDQVSDUHQF\�EH� VDIHJXDUGHG�XVLQJ�D�PL[�RI� HPLVVLRQV� WUDGLQJ�� HQHUJ\� WD[HV� DQG� HQYLURQPHQWDO� DJUHHPHQWV�ZLWK� WDUJHWV
EDVHG�RQ�HQHUJ\�HIILFLHQF\�SHU�XQLW�RI�RXWSXW"

7KH� (OHFWULFLW\� $VVRFLDWLRQ� EHOLHYHV� WKDW� WKH� FOLPDWH� FKDQJH� FRPPLWPHQWV� DUH� EHVW� PHW� E\� YROXQWDU\�QHJRWLDWHG
HQHUJ\�HIILFLHQF\�DJUHHPHQWV�DQG�E\�PDUNHW�EDVHG�DSSURDFKHV�� LQFOXGLQJ�HPLVVLRQV�WUDGLQJ�DQG�SURYLGLQJ�FXVWRPHU
FKRLFH��VXFK�DV�JUHHQ�HOHFWULFLW\�WDULIIV��:H�FRQVLGHU�WKDW�HQHUJ\�WD[HV�DUH�D�YHU\�LQHIILFLHQW�ZD\�RI�DFKLHYLQJ�HPLVVLRQ
UHGXFWLRQV� DQG� FRXOG� KDYH� DGYHUVH� LPSDFWV� RQ� (XURSHDQ� LQGXVWU\
V� FRPSHWLWLYHQHVV�� DOWKRXJK� WKH\� PD\� EH
DSSURSULDWH�IRU�VPDOO�HPLWWHUV��5HJXODWLRQ�FDQ�EH�HIIHFWLYH��EXW�ODFNV�IOH[LELOLW\�DQG�FDQQRW�PLQLPLVH�HFRQRPLF�FRVW�
$JUHHG�WDUJHWV�FDQ�EH�DGDSWHG�WR�VHFWRU�FKDUDFWHULVWLFV�DQG�WKH� WUDGLQJ�RSWLRQ�DGGV� IOH[LELOLW\��7KH�FRPELQDWLRQ�RI
DJUHHG� WDUJHWV� DQG� WUDGLQJ�ZRXOG� HQKDQFH�ERWK� LQGXVWU\
V� FRPPLWPHQW� DQG� WKH� DXWKRULWLHV
� FRQILGHQFH� LQ�PHHWLQJ
WKHLU�REOLJDWLRQV��,Q�WKH�HDUO\�VWDJHV��HPLVVLRQV�WUDGLQJ�VKRXOG�DSSO\�RQO\�WR�UHODWLYHO\�ODUJH�VRXUFHV�RI�HPLVVLRQV�DQG�D
PL[�RI�RWKHU�LQVWUXPHQWV�ZRXOG�EH�DSSOLHG�WR�RWKHU�VHFWRUV�

6HFWRUV�ZKLFK�HQWHU�LQWR�D�YROXQWDU\�DJUHHPHQW�RU�WUDGLQJ�VFKHPH�VKRXOG�QRW�EH�VXEMHFW�WR�DGGLWLRQDO�EXUGHQV��VXFK
DV�DQ�HQHUJ\�WD[�RU�VHSDUDWH�HIILFLHQF\�UHTXLUHPHQWV�LPSRVHG�XQGHU�,33&��VLQFH�WKHVH�ZRXOG�XQQHFHVVDULO\� LQFUHDVH
FRVWV�RU�UHGXFH�FRPSDQLHV
�IOH[LELOLW\�WR�PHHW�WDUJHWV�PRVW�FRVW�HIIHFWLYHO\�

,Q� VRPH� FDVHV� QHJRWLDWHG� DJUHHPHQWV�� SUHIHUDEO\� EDVHG� RQ� DEVROXWH� WDUJHWV�� FRXOG� EHFRPH� DQ� LQVWUXPHQW� WKURXJK
ZKLFK�UHGXFWLRQ�WDUJHWV�DUH�DOORFDWHG�DQG�LQ�ZKRVH�IUDPHZRUN�WUDGLQJ�LV�DOORZHG��5HODWLYH�WDUJHWV��LH�HQHUJ\�HIILFLHQF\
SHU� XQLW� RI� RXWSXW�� GR� QRW� WUDQVODWH� HDVLO\� LQWR� DEVROXWH� WDUJHWV� IRU� WUDGLQJ�� DOWKRXJK� LW� LV� SRVVLEOH� WR� FRQYHUW� WKH
UHODWLYH�FRPSOLDQFH�WDUJHW�LQWR�DEVROXWH�HPLVVLRQV�RQ�WKH�EDVLV�RI�D�FRPSDQ\�VHFWRU
V�DFWXDO�SURGXFWLRQ�OHYHO�DW�DQ\
JLYHQ�WLPH��)RU�D�FRPSDQ\�HQWHULQJ�D�QHJRWLDWHG�DJUHHPHQW�ZLWK�D�UHODWLYH�WDUJHW�WR�UHWDLQ� WKH�RSWLRQ�WR�HQWHU� LQWR
HPLVVLRQV�WUDGLQJ��VKRXOG�LW�RYHU�RU�XQGHU�SHUIRUP��LW�ZRXOG�QHHG�WR�QHJRWLDWH�D�IDOO�EDFN�DEVROXWH�WDUJHW�DV�ZHOO�DV
WKH�UHODWLYH�WDUJHW�

7KH�8.
V�SLORW�WUDGLQJ�VFKHPH�EHLQJ�GHYHORSHG�E\�WKH�$&%(�&%,�(PLVVLRQV�7UDGLQJ�*URXS�SURYLGHV�IRU�VHSDUDWH
DEVROXWH�DQG�UHODWLYH�WUDGLQJ��ZLWK�D�CJDWHZD\
�DOORZLQJ�YHU\�OLPLWHG�WUDGLQJ�EHWZHHQ�WKH�WZR�VXE�VFKHPHV�XQGHU�WKH
VWULFW�FRQWURO�RI�WKH�VFKHPH
V�UHJLVWU\��7KH�VLPSOLFLW\�DGYRFDWHG�IRU�DQ�(8�IUDPHZRUN�VFKHPH�ZRXOG�UXOH�RXW�VXFK
FRPSOH[�WUDGLQJ�LQ�LWV�LQLWLDO�SKDVH�



4XHVWLRQ����$UH�WKH�FXUUHQWO\�DYDLODEOH�LQVWUXPHQWV��0RQLWRULQJ�0HFKDQLVP��LQIULQJHPHQW�SURFHGXUHV��VXIILFLHQW�RU�VKRXOG
DGGLWLRQDO� WRROV� EH� GHYHORSHG� LQ� RUGHU� IRU� WKH�&RPPXQLW\� WR� DGHTXDWHO\� DVVHVV� FRPSOLDQFH� LQ� WKH� FRQWH[W� RI� HPLVVLRQV
WUDGLQJ�ZLWKLQ�WKH�&RPPXQLW\"
4XHVWLRQ�����'R�WKH�HOHPHQWV�RI�FRPSOLDQFH�DQG�HQIRUFHPHQW�PHQWLRQHG�DERYH�ZDUUDQW�FR
RUGLQDWLRQ�RU�KDUPRQLVDWLRQ�DW�&RPPXQLW\�OHYHO��DQG�ZKLFK�HOHPHQWV�DUH�PRUH�DSSURSULDWHO\
XQGHUWDNHQ�E\�0HPEHU�6WDWHV" ,����

:H� FRQVLGHU� WKDW� &RXQFLO� 'HFLVLRQ� �������((&�� DV� DPHQGHG� E\� 'HFLVLRQ� �������(&�� ZKLFK� SURYLGHV� IRU
&RPPXQLW\� PRQLWRULQJ� RI� 0HPEHU� 6WDWHV
� JUHHQKRXVH� JDV� HPLVVLRQV�� LV� D� VXLWDEOH� EDVLV� IRU� PRQLWRULQJ� RI� (8
HPLVVLRQV�WUDGLQJ�DW�0HPEHU�6WDWH�OHYHO�

0RQLWRULQJ��UHSRUWLQJ�DQG�YHULILFDWLRQ�DW�WKH�FRPSDQ\�OHYHO�VKRXOG�EH�FDUULHG�RXW�E\�0HPEHU�6WDWHV��ZLWK�DJJUHJDWH
UHVXOWV�FRPPXQLFDWHG�DW�WKH�(8�OHYHO��1DWLRQDO�UHJLVWULHV�ZLOO�QHHG�WR�WUDFN�DOO�RSHUDWLRQV�RQ�WKH�WUDGLQJ�V\VWHP��ZLWK
GHWDLOV� RQ� LQWHU�6WDWH� WUDGHV� EHLQJ� UHJLVWHUHG� E\� DQ� HTXLYDOHQW� (8� ERG\�� 7KH� QHFHVVDU\� FR�RUGLQDWLRQ� EHWZHHQ
0HPEHU�6WDWHV�PXVW�EH�EDVHG�RQ�WKH�QHHG�IRU�WUDQVSDUHQF\��VLPSOLFLW\�DQG�FRVW�PLQLPLVDWLRQ�

,W�LV�DOVR�QHFHVVDU\�IRU�D�FRPPRQ�VWDQGDUG�WR�EH�DGRSWHG�IRU�WKH�PHDVXULQJ�DQG�UHSRUWLQJ�RI�FRUSRUDWH�JUHHQKRXVH
JDV�HPLVVLRQV�IRU�WUDGLQJ�SXUSRVHV��$�QXPEHU�RI�JXLGHOLQHV�IRU�FRPSDQ\�JKJ�UHSRUWLQJ�KDYH�EHHQ�SXEOLVKHG��HJ�E\
81(3�DQG�WKH�8.
V�'(75���EXW�WKHVH�DUH�QRW�DLPHG�DW�SURGXFLQJ�VWDWLVWLFV�VXLWDEOH�IRU�DJJUHJDWLRQ��,Q�DGGLWLRQ�WR
WKH� GLUHFW� HPLVVLRQV� IURP� WKH� FRPSDQ\
V� DFWLYLWLHV�� WKH\� LQFOXGH� WKH� LQGLUHFW� HPLVVLRQV� IURP� WKH� HOHFWULFLW\� XVHG�
DFWLYLWLHV�FRQWUDFWHG�RXW�� HWF��&R�RUGLQDWLRQ� LQ�HPLVVLRQV�DFFRXQWLQJ�SURFHGXUHV�IRU� WUDGLQJ� LV� HVVHQWLDO� LQ�RUGHU� WR
SUHYHQW�GRXEOH�FRXQWLQJ�RI�HPLVVLRQV�UHGXFWLRQV�

7KH�HQIRUFHPHQW�RI�FRPSOLDQFH�VKRXOG�DJDLQ�EH�SULPDULO\�WKH�UHVSRQVLELOLW\�RI�0HPEHU�6WDWHV��EXW�LW�LV�HVVHQWLDO�WKDW
SHQDOWLHV�IRU�QRQ�FRPSOLDQFH�LQ�WKH�YDULRXV�6WDWHV�VKRXOG�QRW�GLIIHU�JUHDWO\��LQ�RUGHU�WR�SUHYHQW�WKH�ULVN�RI�WUDQVIHU�RI
ODUJH�TXDQWLWLHV�RI�SHUPLWV�IURP�FRXQWULHV�ZLWK�ORZ�SHQDOWLHV�WR�FRXQWULHV�ZLWK�KLJK�SHQDOWLHV��6XFK�D�VLWXDWLRQ�FRXOG
MHRSDUGLVH� WKH� FRPSOLDQFH� RI� FRXQWULHV� ZLWK� WKH� OHVV� VWULQJHQW� SHQDOWLHV� ZLWK� WKHLU� RYHUDOO� .\RWR� WDUJHWV�� 6RPH
FRRSHUDWLRQ�DW�WKH�(8�OHYHO�LV�WKHUHIRUH�QHFHVVDU\�WR�HQVXUH�WKDW�VXFK�CJDPLQJ
�LV�SUHYHQWHG�

:KLOVW�ZH�EHOLHYH�WKDW�SHQDOWLHV�IRU�QRQ�FRPSOLDQFH�DUH�QHFHVVDU\��ZH�DOVR�FRQVLGHU�WKDW�HFRQRPLFV�VKRXOG�QRUPDOO\
HQVXUH�WKDW�D�FRPSDQ\�UHVSHFWV�LWV�TXRWD��6HYHUDO�W\SHV�RI�SHQDOW\�FRXOG�EH�HQYLVDJHG��EXW�WKHVH�VKRXOG�EH�GHVLJQHG�LQ
VXFK� D�ZD\� DV� WR� DYRLG� SXQLVKLQJ� WRR� KDUVKO\� D� FRPSDQ\�ZKLFK� IDLOHG� WR� DFKLHYH� LWV� WDUJHW�� GHVSLWH� KDYLQJ� WDNHQ
FUHGLEOH�DFWLRQV�WR�WKDW�HQG�

$Q�DQQXDO�UHSRUWLQJ�REOLJDWLRQ�KDV�WKH�DGYDQWDJH�RI�UDSLGO\�LGHQWLI\LQJ�HQWLWLHV�VHFWRUV�IDFLQJ�GLIILFXOWLHV�DQG�LW�JLYHV
0HPEHU�6WDWHV�PRUH� FRQWURO�RYHU� FRPSO\LQJ�ZLWK� WKHLU� FRPPLWPHQW��+RZHYHU�� JOREDO� DYDLODELOLW\� RI� SHUPLWV�PD\
YDU\�VXEVWDQWLDOO\�IURP�RQH�\HDU�WR�DQRWKHU��HJ�K\GURHOHFWULF�JHQHUDWLRQ�LV�YHU\�GHSHQGHQW�RQ�UDLQIDOO���VR�WKHUH�LV�D
FDVH�IRU�SHQDOWLHV�WR�EH�EDVHG�RQ�PXOWL�DQQXDO�FRPPLWPHQWV�

3�?(6*/2%%?(8?(&�HP�WUDGLQJ�ZSG
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Question 1: Which sectors should be covered by emissions trading within the Community? Do the LCP and IPPC Directives
offer a useful starting point for defining the sectoral coverage of a Community emission trading system?

,Q� SULQFLSOH� DOO� VHFWRUV� LQWHUHVWHG� VKRXOG� EH� DOORZHG� WR� SDUWLFLSDWH� DQG� DOO� VLWHV� LQVLGH� WKH� VHFWRU�� HYHQ� LI� WKH\� DUH� QRW
FRYHUHG�E\�,33&�VKRXOG�EH�HOLJLEOH�IRU�SDUWLFLSDWLRQ�LI�WKH\�FRQVWLWXWH�D�OHJDO�HQWLW\��7KHUH�ZLOO�EH�D�QHHG�IRU�D�IUDPHZRUN
IRU�HDFK�VHFWRU�FRYHUHG�

Question 2: Should there be a common emissions trading scheme within the European Community for certain sectors in the
interest of fair competition, maximum transparency and legal certainty for companies?

7KH� WUDGLQJ� VFKHPHV�RUJDQLVHG� VKRXOG� LQ� SULQFLSOH� EH�DW� JOREDO� OHYHO� WKDW� LV� DV� EURDGO\� RUJDQLVHG� DV� SRVVLEOH� DQG�ZLWK
SRVVLELOLWLHV� IRU�FRPSDQLHV�DQG�VLWHV�DOVR�RXWVLGH� WKH�(8�WR�SDUWLFLSDWH� LQ� WKH�VFKHPH��$� WUDGLQJ�VFKHPH�PXVW� HYHQWXDOO\
KDYH�D�JOREDO�GLPHQVLRQ�DQG�WKLV�VKRXOG�EH�VHW�XS�IRU�WKLV�IURP�WKH�VWDUW�

Question 3: Would the flexibility offered by a co-ordinated scheme such as "opting-in/optingout" be compatible with the
requirements of the internal market, or would any advantages of such flexibility be outweighed by increased complexity?

3ULRU� WR������� WKH�DOXPLQLXP�LQGXVWU\�FRQVLGHU� WKDW�HPLVVLRQ�WUDGLQJ�VFKHPHV�ZLOO�EH� LQ�D� WHVWLQJ�SHULRG�ZLWK�HVVHQWLDOO\
FRPSDQLHV�SDUWLFLSDWLQJ�RQ�D�YROXQWDU\�EDVLV�� ,Q� WKLV� VLWXDWLRQ� �RSWLQJ�� LQORSWLQJ�� RXW�� IOH[LELOLW\�ZLOO� EH� WKH� UXOH� IRU� DOO
SDUWLFLSDQWV��HYHQ�LI�VRPH�0HPEHU�6WDWHV�DUH�QRW�LQWHUHVWHG�DW�WKLV�VWDJH�WR�GHYHORS�VSHFLILF�QDWLRQDO�SURYLVLRQV�
7KLV�VKRXOG�QRW�SUHYHQW�LQWHUHVWHG�FRPSDQLHV�WR�EH�SDUW�RI�WKH�YROXQWDU\�LQLWLDWLYHV�LQFOXGLQJ�VRPH�IRUPV�RI�WUDGLQJ��$IWHU
������ WKH�.\RWR�SURWRFRO�HQWHULQJ� LQWR� IRUFH�� WKH�(XURSHDQ�DOXPLQLXP� LQGXVWU\� LV� FRQYLQFHG� WKDW�DOO�0HPEHU�6WDWHV�ZLOO
UHDOLVH�WKH�DGGHG�RSSRUWXQLW\�WKLV�ZLOO�JLYH�WR�WKHLU�QDWLRQDO�LQGXVWU\�DV�D�ZD\�RI�DFKLHYLQJ�WKHLU�QDWLRQDO�REOLJDWLRQV�

$YHQXH�GH�%URTXHYLOOH������ %������%UXVVHOV��%HOJLXP���3KRQH������������������)D[��������������
(�PDLO��HDD&�HDD�EH���:HEVLWH��ZZZ�HDD�QHW



Question 4: What scope is there for individual Member States to include more sectors in their domestic trading
schemes than might be covered by a Community scheme?

6HH�UHVSRQVH�WR�4XHVWLRQ@��,Q�DGGLWLRQ�WKH�WUDGLQJ�VFKHPHV�EHLQJ�VHW�XS�E\�LQGXVWU\�PXVW�EH�UHFRQFLOHG�ZLWK�DQ�(8,006
EDVH�VFKHPH�

Question 5: Should the overall amount of allowances be allocated to the trading sector in each Member State be
subject to agreement at Community level?

,Q�SULQFLSOH�WKH�VHFWRUV�DQG�LQGLYLGXDO�FRPSDQLHV�VLWHV�VKRXOG�QRW�EH�JLYHQ�DOORZDQFHV�EXW�WDUJHWV��7KH�FULWHULD�IRU�VHWWLQJ
VXFK�WDUJHWV�ZLOO�EH�D�SRLQW�RI�GLVFXVVLRQ�IRU�HDFK�VHFWRU�DQG�FRPSDQ\��EXW�FHUWDLQ�SULQFLSOHV�PD\�EH�VHW�XS�RQ�D�VHFWRU�E\
VHFWRU�EDVLV��3RLQWV�WR�LQFOXGH�KHUH�FRXOG�EH�WKH�EDVHOLQH�\HDU��H�J�������LQ�PRVW�FDVHV��DQG�D�WDUJHW�EDVHG�RQ�HPLVVLRQV�LQ
WKH� EDVHOLQH� \HDU� PLQXV� D� FHUWDLQ� SHUFHQWDJH�� 7KH� FDVH� RI� QHZ� HQWUDQWV� DQG� H[SDQVLRQV� PXVW� DOVR� EH� DFFRPPRGDWHG�
$OORZLQJ�WKHVH�WR�HQWHU�WKH�VFKHPH�ZLWK�D�EDVHOLQH�HTXDO�WR�WKH�LQGXVWU\�DYHUDJH�FRXOG�IDFLOLWDWH�WKLV�

Question 6: Should the way in which allowances are allocated to individual companies be the subject of
agreement at Community level? Or, do you consider detailed guidelines based on the state aid provisions and
other rules of the treaty to be sufficient to safe guard fair treatment?

6HH�UHVSRQVH�WR�SUHYLRXV�TXHVWLRQ��:H�GR�QRW�VHH�DQ\�SDUWLFXODU�OLQN�EHWZHHQ�VWDWH�DLG�DQG�HPLVVLRQ�WUDGLQJ�� WKH�JHQHUDO
SURYLVLRQV�RI�WKH�WUHDW\�VKRXOG�DSSO\�

Question 7: Is it agreed that a balance has to exist between sectors engaged in emissions trading within the
Community on the one hand, and non-trading policies and measures applied to other sectors on the other?

7KH�WUDGLQJ�VKRXOG�LQ�SULQFLSOH�EH�RSHQ�WR�DOO�VHFWRUV�WKDW�ZRXOG�OLNH�WR�SDUWLFLSDWH��LQ�WKH�VDPH�ZD\�DV�JHQHUDO�PHDVXUHV
DQG�SROLFLHV�DSSOLHV�WR�DOO�VHFWRUV�

Question 8: How can environmental effectiveness (in terms of fulfilling the Kyoto Protocol’s commitments) and
transparency be safeguarded using a mixture of emissions trading, energy taxes and environmental agreements
with targets based on energy efficiency per unit of output?

:H�GR�QRW�FRQVLGHU�HQHUJ\�WD[HV�DV�DQ�LQVWUXPHQW�WR�DFKLHYH�HQYLURQPHQWDO�HIIHFWLYHQHVV��7KH�EHVW�ZD\�RI�XVLQJ�HPLVVLRQ
WUDGLQJ� DV� DQ� HIILFLHQW� LQVWUXPHQW� LV� WR� VHW� XS� D� FUHGLEOH� V\VWHP� EDVHG� RQ� PDUNHW� PHFKDQLVP� DQG� SRVVLEO\� OLQNHG� WR
QHJRWLDWHG�DJUHHPHQWV�ZLWKLQ�VSHFLILF�VHFWRUV�



Question 9: Are the currently available instrument (Monitoring mechanism, infringement procedures) sufficient
or should additional tools be developed in order for the Community to adequately assess compliance in the
context of emissions trading within the Community?

8VLQJ�WKH�LQVWUXPHQWV�DYDLODEOH�WR�WKH�&RPPXQLW\�LQ�DGGLWLRQ�WR�WKH�PRQLWRULQJ�PHFKDQLVPV�GHYHORSHG�E\�WKH�,&&3�VKRXOG
EH�VXIILFLHQW��:H�ZRXOG�DOVR�FRQVLGHU�LW�QHFHVVDU\�WR�VHW�XS�D�WKLUG�SDUW\�YHULILFDWLRQ�V\VWHP�IRU�SDUWLFLSDQWV�WR�WKH�WUDGLQJ
VFKHPH�

Question 10: Do the elements of compliance and enforcement mentioned above warrant coordination or
harmonisation at Community level, and which elements are more appropriately undertaken by Member States?

6RPH�FR�RUGLQDWLRQ�LV�QHHGHG�DW�&RPPXQLW\�OHYHO�WR�HQVXUH�HTXDO�WUHDWPHQW�

)857+(5�32,176�,1�5(/$7,21�72�7+(�*5((1�3$3(5�

- In the current green paper only COZ is mentioned as relevant for emission trading. For a scheme to reach its
full potential and be efficient all the 6 Kyoto Protocol gases must be included. The suggestion of
"considerable uncertainties surrounding the emissions of fluorinated gases" has been addressed for the
aluminium industry in the IPCC document "Good practice in inventory preparation for industrial processes
and the new gases"

- There are a number of other possible improvements for a sector which will result in reduced climate gas
emissions, and which are currently not discussed. Examples of this is:

- Reduced emissions as a result of reduced electric energy consumption at production sites
- Reduced emissions as a result of increased recycling by using secondary raw materials.
- Reduced emissions due to energy saving from new product design and material use.

We also strongly support the points made in section 8.3 of the paper, referring to the relation with energy
taxation.
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3DUW�,
,QWURGXFWLRQ

7KH�.\RWR�3URWRFRO�SURFHVV�KDV�QRZ�UHDFKHG�WKH�SKDVH�ZKHQ�RQH�PXVW�ILQG�SUDFWLFDO�PHDQV�WR�IXOILO�WKH�FRPPRQ
REOLJDWLRQ�WDNHQ�RQ�E\�WKH�(8�����WR�UHGXFH�LWV�HPLVVLRQV�RI�JUHHQKRXVH�JDVHV�E\����GXULQJ�WKH�SHULRG������������
LQ�FRPSDULVRQ�ZLWK�WKHLU�OHYHOV�LQ�������7KLV�PHDQV�D�UHGXFWLRQ�RI�����LQ�FRPSDULVRQ�ZLWK��EXVLQHVV�DV�XVXDO��

8S�WR�WKLV�VWDJH�WKH�SURFHVV�KDV�PDLQO\�EHHQ�GHDOW�ZLWK�DV�D�JOREDO�HQYLURQPHQWDO�TXHVWLRQ��7KH�FKDOOHQJH�KDV�EHHQ�WR
UHDFK�WKH�FRPPRQ�RSLQLRQ��WKDW�WKH�LQFUHDVHG�RXWOHW�RI�JUHHQ�KRXVH�JDVHV�LV�KD]DUGRXV�WR�WKH�JOREDO�WHPSHUDWXUH�DQG
WKDW�WKH�RXWOHWV�WKHUHIRUH�PXVW�EH�UHGXFHG��7KHUHDIWHU��ZKHQ�WKLV�ZDV�H[FHSWHG��WKH�SURFHVV�KDV�SURFHHGHG�ZLWK�WKH
.\RWR�3URWRFRO�DQG�WKH�UXOHV�WR�EH�HVWDEOLVKHG�IDU�UHGXFLQJ�WKH�RXWOHWV�RI�VL[�JUHHQKRXVH�JDVHV��&���LQFOXGHG��7KLV
SDUW�RI�WKH�.\RWR�3URWRFRO�LV�H[SHFWHG�WR�EH�VHWWOHG�LQ�1RYHPEHU�WKLV�\HDU�DQG�WKH�LQWHUQDO���SURFHVV�ZLWKLQ�WKH�(8�LV
DLPLQJ�DW�KRZ�WKH�(8�E\�SUDFWLFDO�PHDQV�VKDOO�VROYH�LWV�REOLJDWLRQV�

7KH�&RPPLVVLRQ�KDV�FRPH�WR�WKH�RSLQLRQ�WKDW�WKH�PRVW�FRQYHQLHQW�DSSURDFK�WR�WKH�SUREOHP�ZRXOG�EH�WR�ILUVW�VWDUW
ZLWK�WKH�LQGXVWU\��ZKHUH�RQH�KDYH�ODUJH�IL[HG�SRLQW�VRXUFHV�RI�FDUERQ�GLR[LGH�RXWOHWV��7KLV�PHDQV�WKDW�WKH�LQGXVWU\
ZLWKLQ�WKH�(:�ZKLFK�DUH�XVLQJ�FDUERQ��HLWKHU�DV�HQHUJ\�VRXUFHV�RU�DV�SDUW�RI�WKH�LQGXVWULDO�SURFHVV�RU�SURGXFWLRQ��ZLOO
EH�PHW�ZLWK�UHTXLUHPHQWV�WKDW�HLWKHU�PXVW�WKH�&���HPLVVLRQV�EH�UHGXFHG�RU�RQH�PXVW�E\�TXRWDV�IURP�VRPHERG\�WKDW
KDYH�D�VXUSOXV�DFFRUGLQJ�WR�LWV�RXWOHWV�LQ�������$OVR�HQYLURQPHQWDO�SURMHFWV�LQ�XQGHUGHYHORSHG�FRXQWULHV�PD\�EH�D
SRVVLELOLW\��+RZHYHU��WKH�FKDOOHQJH�ZLOO�EH�WR�PDLQWDLQ�WKH�SRVVLELOLWLHV�IRU�WKH�(XURSHDQ�LQGXVWU\�XQGHU�D�QHZ
IUDPHZRUN�DQG�QHZ�H[WUD�FRVWV��(VSHFLDOO\�LW�ZLOO�EH�RI�FUXFLDO�LPSRUWDQFH�ZKLFK�V\VWHP�WKDW�ZLOO�EH�FKRVHQ�DV�WR
PDLQWDLQ�WKH�FRPSHWLWLYHQHVV�RI�WKH�LQGXVWU\��7KH�.\RWR�3URWRFRO�WKHUHIRUH�QRZ�KDV�FKDQJHG�IURP�D�WKHRUHWLFDO
HQYLURQPHQWDO�WR�D�SXUH�LQGXVWULDO�LVVXH�

3DUW�,,
([WUDFW�RI�WKH�NH\��HOHPHQWV�LQ�WKH�&RPPLVVLRQ
V�*UHHQ�3DSHU�

3ROLF\�VXPPDU\�
8QGHU�WKH�.\RWR�3URWRFRO�SURFHVV�WKH�(XURSHDQ�&RPPXQLW\�FRPPLWWHG�LWVHOI�WR�UHGXFLQJ�LWV�HPLVVLRQV�RI
JUHHQKRXVH�JDVHV�E\���IR�GXULQJ�WKH�SHULRG�����������LQ�FRPSDULVRQ�ZLWK�WKHLU�OHYHOV�LQ�������,Q�SUDFWLFH�WKLV�ZLOO
UHTXLUH�DQ�HVWLPDWHG�UHGXFWLRQ�RI�����FRPSDUHG�WR��EXVLQHVV�DV�XVXDO��

(PLVVLRQV�WUDGLQJ��ERWK�LQWHUQDOO\�ZLWKLQ�WKH�&RPPXQLW\�DQG�H[WHUQDOO\�ZLWK�RWKHU�LQGXVWULDOLVHG�FRXQWULHV��ZLOO�KHOS
UHGXFH�WKH�FRVW�WR�WKH�&RPPXQLW\�RI�UHVSHFWLQJ�LWV�FRPPLWPHQWV��7RJHWKHU�ZLWK�RWKHU�SROLFLHV�DQG�PHDVXUHV�
HPLVVLRQV�WUDGLQJ�ZLOO�EH�DQ�LQWHJUDO�DQG�PDMRU�SDUW�RI�WKH�&RPPXQLW\
V�LPSOHPHQWDWLRQ�VWUDWHJ\�
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The key policy options to be decided upon in establishing such a framework (for emissions trading) are
essentially: which countries and which companies in which sectors will participate? How, and by whom should
the allocation of allowances be made to the sectors and companies involved in emissions trading compared to
those not involved, and to individual companies participating in emissions trading?

3. What is emissions trading? Emissions trading is a scheme whereby companies are allocated allowances for
their emissions of greenhouse gases according to the overall environmental ambitions of their government, which
they can trade subsequently with each other.

Emissions trading allows individual companies to emit more than their allowance on, condition that they can find
another company that has emitted less than allowed and is willing to transfer (sell) its "spare" allowances.

The attractive .features of emissions trading, however, can only be realised in practice when accompanied by a
robust monitoring and compliance regime at reasonable cost.

4.3. A "learning-by-doing" approach. If the Community wishes to follow a prudent step-by-step approach in the
development of emissions trading, it should initially confine itself to large fixed point sources of carbon dioxide,
where monitoring and supervision of the system is more feasible.

5.1. The economic case for emissions trading in the EU. This (the emissions trading regime) represents a
potential cost saving of approximately Euro 1.7 billion a year. (The price for emissions) show a large variety,
ranging from Euro 5 to Euro 5$ per tonne of carbon dioxide equivalent traded between industrialised countries.

5.2. Protecting the internal market. The development of emissions trading within the Community, while making
an important contribution to the protection of the environment by limiting emissions, must nevertheless avoid
crating barriers to trade, restrictions to the right of establishment of companies and distortions of competition
which would damage the internal market.

6.1. Coverage.
Table 1: Possible indus sectors to be included in an emissions tradin system

Sector Percentage of EU 15 C02
Emissions

Electrici and heat production 29.9%
Iron and steel 5,4%
Refinin 3,6%
Chemicals 2,5%
Glass, pottery and buildin materials (includin cement) 2,7%
Paper and printing (including paper pulping) 1,0%
Total 45,1
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�������$�FR�RUGLQDWHG�&RPPXQLW\�VFKHPH�
�7KHUH�FDQ�EH�DQ��RSW�LQ��DQG�DQ��RSW�RXW��RSWLRQ��7KLV�PHDQV�WKDW�IRU��RSW�LQ��WKHUH�LV�D�FRPPRQ�VFKHPH�ZKLFK
0HPEHU�6WDWHV�FDQ�MRLQ�LI�WKH\�VR�ZLVK��$Q��RSW�RXW��PHDQV�WKDW�WKHUH�LV�DQ�DJUHHPHQW�WKDW�WKH�VFKHPH�FRYHUV
HYHU\ERG\�EXW�VRPH�FRXOG�FKRRVH�WR�ZLWKGUDZ�IURP�WKH�V\VWHP�IRU�VSHFLDO�UHDVRQV�RU�IRU�D�FHUWDLQ�SHULRG��7KH
FRQGLWLRQ�IRU�DOORZLQJ�WKHVH�DOWHUQDWLYHV�RI��RSW�LQ��GU��RSW�RXW��VKRXOG�EH�WKDW�VHFWRUV�WKDW�DUH�QRW�FRYHUHG�E\�WKH
&RPPXQLW\�VFKHPH�DUH�UHJXODWHG�E\�RWKHU�SROLFLHV�DQG�PHDVXUHV�WKDW�UHSUHVHQW�DW�OHDVW�D�VLPLODU�HFRQRPLF�HIIRUW�LQ
WHUPV�RI�HPLVVLRQV�DEDWHPHQW�

�������(8�HQODUJHPHQW�C
)RU�DQ\�VHFRQG�FRPPLWPHQW�SHULRG�IURP�������QHZ�0HPEHU�6WDWHV�FRXOG�EH�LQWHJUDWHG�LQWR�WKH�&RPPXQLW\
�EXEEOH��

7KH�GHYHORSPHQW�RI�D�&RPPXQLW\�VFKHPH�ZRXOG�KDYH�WR�WDNH�DFFRXQW�RI�WKH�SDUWLFXODU�VWDWXV�RI�QRQ�(8�FRXQWULHV
LQ�WKH�(XURSHDQ�(FRQRPLF�$UHD��WKDW�PD\�KDYH�WKHLU�RZQ�HPLVVLRQV�WUDGLQJ�VFKHPHV�RU�ZLVK�WR�EH�LQFOXGHG�LQ�WKH
&RPPXQLW\�VFKHPH��,Q�WKLV�FRQWH[W��WKH��EXUGHQ�VKDULQJ��DJUHHPHQW�ZRXOG�UHPDLQ�IRU�WKH����(8�0HPEHU�6WDWHV�
DQG�WKH�SRVVLELOLW\�RI�MRLQLQJ�RU�HQODUJLQJ�WKH�&RPPXQLW\�V\VWHP�WKURXJK�PXWXDO�UHFRJQLWLRQ�FRXOG�EH�IXUWKHU
H[SORUHG�

�� 3DUW�,,,
4XHVWLRQV�UDLVHG�LQ�WKH�*UHHQ�3DSHU���ZLWK�IHZ�FRPPHQWV�WKDW�KLJK�OLJKWV�VRPH�RI�WKH

FRPSOH[LW\�

4XHVWLRQ�O��:KLFK�VHFWRUV�VKRXOG�EH�FRYHUHG�E\�HPLVVLRQV�WUDGLQJ�ZLWKLQ�WKH�&RPPXQLW\"�'R�WKH�/&3�DQG�,33&�'LUHFWLYHV
RIIHU�D�XVHIXO�VWDUWLQJ�SRLQW�IRU�GHILQLQJ�WKH�VHFWRUDO�FRYHUDJH�RI�D�&RPPXQLW\�HPLVVLRQV�WUDGLQJ�V\VWHP"

&RPPHQWV��9DULRXV�DGGLWLRQDO�TXHVWLRQV�FRXOG�EH�UDLVHG��)RU�LQVWDQFH�ZK\�GR�RQH�FKRRVH�VHFWRUV�EHLQJ�LQ
FRPSHWLWLRQ�ZLWK�UHVW�ZRUOG��FRXQWULHV�RXWVLGH�WKH�.\RWR�3URWRFRO��DQG�QR�GRPHVWLF�RULHQWHG�DFWLYLWLHV��OLNH�WKH
SXEOLF�VHFWRUV"�&RXOG�WKDW�EH�EHFDXVH�LW�LV�PRUH�FRQYHQLHQW"

+RZHYHU��WKH�PRVW�ULVN\�SDUW�LV�WKDW�WKH�&RPPXQLW\�(($�UHJLRQ�JLYH�LWV�FRPSHWLWLRQ�LQGXVWU\�D�KHDYLO\�DGGLWLRQDOO\
FRVW�LQ�DGGLWLRQ�WR�WKRVH�DOUHDG\�SUHVHQW��ZKLOH�WKH�RXWVLGH�RI�WKLV�DUHD�LQGXVWU\�FDQ�FRQWLQXH�LWV�SURGXFWLRQ�ZLWKRXW
DQ\�H[WUD�FRVWV�

4XHVWLRQ���
6KRXOG�WKHUH�EH�D�FRPPRQ�HPLVVLRQV�WUDGLQJ�VFKHPH�ZLWKLQ�WKH�(XURSHDQ�&RPPXQLW\�IRU
FHUWDLQ�VHFWRUV�LQ�WKH�LQWHUHVW�RI�IDLU�FRPSHWLWLRQ��PD[LPXP�WUDQVSDUHQF\�DQG�OHJDO�FHUWDLQW\
IRU�FRPSDQLHV"

&RPPHQWV��,I�D�HPLVVLRQV�WUDGLQJ�V\VWHP�LV�EHLQJ�LQWURGXFHG�LW�PXVW�EH�ELQGLQJ�IRU�DOO�FRXQWULHV��,W�PXVW�FRYHU
WKH�VDPH�VHFWRUV�LQ�DOO�FRXQWULHV��LW�PXVW�EH�SXW�LQWR�IRUFH�DW�WKH�VDPH�GDWH�DQG�\HDU�DQG�WKH�V\VWHP�PXVW�KDYH�D�OHJDO
FHUWDLQW\�WKDW�DVVXUH�HYHU\ERG\�WKDW�HYHU\ERG\�IROORZ�WKH�REOLJDWLRQV�SXW�LQWR�IRUFH�
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4XHVWLRQ����:RXOG�WKH�IOH[LELOLW\�RIIHUHG�E\�D�FR�RUGLQDWHG�VFKHPH�VXFK�DV��RSWLQJ�LQ�
��RSWLQJ�RXW��EH
FRPSDWLEOH�ZLWK�WKH�UHTXLUHPHQWV�RI�WKH�LQWHUQDO�PDUNHW��RU�ZRXOG�DQ\�DGYDQWDJHV�RI�VXFK�IOH[LELOLW\�EH
RXWZHLJKHG�E\�LQFUHDVHG�FRPSOH[LW\"

Comments: "Opting-in" and "Opting-out" seems rather theoretical if one want the principal of burden sharing to
be the basic in a new emissions trading regime. There will be a millions "good" reasons for somebody to take
advantage of the flexibility. It is very difficult to see that the Commission ZLOO�be able to control the situation and
therefore the complexity will be overwhelming.

4XHVWLRQ���
:KDW�VFRSH�LV�WKHUH�IRU�LQGLYLGXDO�0HPEHU�6WDWHV�WR�LQFOXGH�PRUH�VHFWRUV�LQ�WKHLU�GRPHVWLF�WUDGLQJ�VFKHPH�WKDQ
PLJKW�EH�FRYHUHG�E\�D�&RPPXQLW\�VFKHPH"

Comments: The scope for including more sectors in the domestic trading scheme could be a wider burden sharing
which would require less drastic burdens for the targeted large industrial fixed sources.

4XHVWLRQ�6��6KRXOG�WKH�RYHUDOO�DPRXQW�RI�DOORZDQFHV�DOORFDWHG�WR�WKH�WUDGLQJ�VHFWRU�LQ�HDFK�0HPEHU�6WDWH�EH
VXEMHFW�WR�DJUHHPHQW�DW�&RPPXQLW\�OHYHO"

Comments: Unless there is an overall Community level agreement there will most possible not be a sufficient
security for fair play.

4XHVWLRQ���
6KRXOG�WKH�ZD\�LQ��ZKLFK�DOORZDQFHV�DUH�DOORFDWHG�WR�LQGLYLGXDO�FRPSDQLHV�EH�WKH�VXEMHFW�RI�DJUHHPHQW�DW
&RPPXQLW\�OHYHO"�2U��GR�\RX�FRQVLGHU�GHWDLOHG�JXLGHOLQHV�EDVHG�RQ�WKH�VWDWH�DLG�SURYLVLRQV�DQG�RWKHU�UXOHV�RI
WKH�7UHDW\�WR�EH�VXIILFLHQW�WR�VDIHJXDUG�IDLU�WUHDWPHQW"

Comments: Unless there is an overall Community level agreement there will most probably not be a sufficient
security of fair play.

4XHVWLRQ����,V�LW�DJUHHG�WKDW�D�EDODQFH�KDV�WR�H[LVW�EHWZHHQ�VHFWRUV�HQJDJHG�LQ��HPLVVLRQV�WUDGLQJ�ZLWKLQ�WKH
&RPPXQLW\�RQ�WKH�RQH�KDQG��DQG�QRQ�WUDGLQJ�SROLFLHV�DQG�PHDVXUHV�DSSOLHG�WR�RWKHU�VHFWRUV�RQ�WKH�RWKHU"

Comments: With no balance requirements this will mean preference to the excluded sectors which one should
believe will be against the rules for the internal market.
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4XHVWLRQ���
+RZ�FDQ�HQYLURQPHQWDO�HIIHFWLYHQHVV��LQ�WHUPV�RI�IXOILOOLQJ�WKH�.\RWR�3URWRFRO
V
FRPPLWPHQWV��DQG�WUDQVSDUHQF\�EH�VDIHJXDUGHG�XVLQJ�D�PL[�RI�HPLVVLRQV�WUDGLQJ��HQHUJ\
WD[HV�DQG�HQYLURQPHQWDO�DJUHHPHQWV�ZLWK�WDUJHWV�EDVHG�RQ�HQHUJ\�HIILFLHQF\�SHU�XQLW�RI
RXWSXW"

&RPPHQWV�
A very delicate question. Delicate because it, among other measurements, requires a Community agreement on
how to define "efficiency per unit of output". This means that one at least need a system for Life Cycle
calculations. . So far this is not the case and before one reach a level of Life Cycle Standards for the various
products it seems unlikely that one through discussions will be able to agree on what the terms should be.

4XHVWLRQ���
$UH�WKH�FXUUHQWO\�DYDLODEOH�LQVWUXPHQWV��0RQLWRULQJ�0HFKDQLVP��LQIULQJHPHQW�SURFHGXUHV��VXIILFLHQW�RU�VKRXOG�DGGLWLRQDO
WRROV�EH�GHYHORSHG�LQ�RUGHU�IRU�WKH�&RPPXQLW\�WR�DGHTXDWHO\�DVVHVV�FRPSOLDQFH�LQ�WKH�FRQWH[W�RI�HPLVVLRQV�WUDGLQJ�ZLWKLQ
WKH�&RPPXQLW\"

&RPPHQWV�
The complexity of the emissions trading system, and the cost and risk for targeted bodies, requires a system that
gives everybody security for the existence of a Community Control System that guaranties everybody a fair play.

4XHVWLRQ�������'R�WKH�HOHPHQWV�RI�FRPSOLDQFH�DQG�HQIRUFHPHQW�PHQWLRQHG�DERYH�ZDUUDQW�FR�RUGLQDWLRQ�RU�KDUPRQLVDWLRQ
DW�&RPPXQLW\�OHYHO��DQG�ZKLFK�HOHPHQWV�DUH�PRUH�DSSURSULDWHO\�XQGHUWDNHQ�E\�0HPEHU�6WDWHV"

&RPPHQWV��, Neither the compliance nor the enforcement mentioned is explained in real terms but just as a
principal system. The complexity, however will require a detailed system. Before one see the system it will be
impossible to answer if it is good enough.
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ALCAN
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The strange and little remarked phenomenon surrounding the “greenhouse effect” is that the solution to
the problem appears to reside in giving money to the government through eco-taxes – as if eco-taxes were
somehow to eradicate environmental problems. True, these eco-taxes are said to be used to enact ecologi-
cally sound policies. If this is the case, the positive impact of public policy on, say, congestion, is yet to be felt.

That does not deter governments from continuing to pursue the same policies. And, in a sense this is
understandable. If road users continue to give money to the government with little or no effect on
congestion problems, it means they haven’t given enough: time to pile on more taxes, which governments
can spend on balancing budgets and giving the kind of hand-outs likely to get them re-elected.

In our view, the independence of a government-commissioned environmental report which concludes
that the problem can be solved by giving money to government is suspect. Ditto for “independent” and
frequently headline-grabbing reports from environmental pressure groups, claiming absolutism in what is,
after all, an inexact science.

Need we remind readers that 25 years ago, environmental orthodoxy claimed that the earth was
entering a new ice age, and that human activity, industrialisation and its associated air pollution, i.e. the
causes cited today in global warming, was to blame for accelerating the process of global cooling. To assert
that the “majority of scientists agree on the phenomenon of the greenhouse effect” seems strangely
unscientific when not supported by a poll taken showing the proportion of top scientists who do agree.

This brief report claims no such independence. It is written by specialists from a sector of the
economy, the road, which has made an enormous contribution to prosperity, individual mobility and
delivery of goods and services. No other form of transport rivals the road as a means of getting people
where they want when they want or of getting goods transported from producer to wholesaler and from
wholesaler to retailer. In fact, no matter what form of transport is used – ship, train, aircraft – the final
journey, taking people or goods from A to B, will always be by road.

The negative impact of the road has to be set against these undeniable benefits. In this report, the IRF
focuses on one negative impact: environmental. It places the proportional contribution of human activity
to concentrations of “greenhouse” gases in the earth’s atmosphere in perspective: only 3% of all green-
house emissions come from human activity; 97% is emitted through natural processes. However, the IRF
recognises that, while the proportion is slight, the environmental impact of human activity may be enough
to tip the balance.

It also recognises that road traffic accounts for a significant proportion of all greenhouse gases from
human acitivity, about 10% and growing. It therefore looks at what the road sector has already done to
reduce its environmental impact and what measures it can and should take. Note, for example, that the
road sector has implemented all government legislation and targets often well in advance of implementa-
tion dates.

The report also makes a critical appraisal of public policy to date and suggests what kind of policies
may succeed in the future.

Foreword

Préambule

Un phénomène curieux et qui passe inaperçu touche l’ “effet de serre” : la solution à ce problème semble en
effet résider dans la levée d’impôts par le biais des eco-taxes, comme si les eco-taxes allaient en quelque
sorte éradiquer les problèmes environnementaux. Il est souvent répété que ces eco-taxes ont été créées pour
permettre une politique environnementale vigoureuse. Or, si cela avait été le cas, le bénéfice des politiques
publiques se serait déjà fait sentir, par exemple sur la congestion.

Cette constatation n’empêche pas pour autant les gouvernements de poursuivre la même politique. On
peut aisément comprendre un tel phénomène. En effet, si les utilisateurs des routes continuent de payer des
taxes avec peu, ou pas, d’effet sur le problème de congestion routière, on peut conclure que ces utilisateurs
n’ont pas assez donné. Ainsi, c’est en accumulant toujours plus de taxes que les différents gouvernements
peuvent dépenser plus, pour financer les dépenses publiques, et assurer leur réélection.

Pour l’IRF, l’indépendance d’un rapport émanant d’une commission gouvernementale sur l’environne-
ment et qui conclut que les problèmes seront résolus par plus de taxes est suspecte. Même chose pour les
rapports très médiatisés des groupes environnementalistes revendiquant l’absolutisme dans ce qui est
encore, après tout, une science inexacte.

Ainsi, il est intéressant de rappeler que, il y a 25 ans, l’orthodoxie environnementaliste prétendait que
la terre entrait dans une nouvelle ère de glaciation, et que l’activité humaine, l’industrialisation et la
pollution de l’air qui en découlait (c’est à dire les causes mises en avant aujourd’hui pour le réchauffement
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de la planète) étaient responsables de l’accélération de ce phénomène de refroidissement. Affirmer que  «la
majorité des scientifiques reconnaissent le phénomène de l’effet de serre» apparaît plutôt non-scientifique.
En effet, ce résultat ne s’appuie sur aucun sondage d’opinion effectué au sein de la communauté
scientifique montrant quelle proportion de scientifiques est vraiment d’accord là dessus.

Ce bref rapport ne prétend pas non plus être indépendant. Il a été rédigé par des spécialistes d’un
secteur de l’économie, la route, secteur qui a très largement contribué à la prospérité, à la mobilité indivi-
duelle et à la livraison de biens et de services. Aucun autre mode de transport ne rivalise avec le secteur
routier en tant que moyen d’amener les gens là où ils veulent, quand ils le veulent, ou encore, comme
moyen de transporter les marchandises des producteurs aux distributeurs, puis des distributeurs aux
vendeurs. Ainsi, quelque soit le moyen de transport utilisé - bateau, train, avion - la partie finale d’un trajet
menant des personnes ou des biens d’un point A à un point B se fera toujours par la route.

L’impact négatif des routes doit être mis en balance avec les bénéfices indéniables que ces dernières
apportent. Dans ce rapport, l’IRF se concentre sur l’un des impacts négatifs de la route : l’effet sur l’envi-
ronnement. Ce rapport met en perspective la contribution de l’activité humaine aux concentrations de gaz
à «effet de serre» dans l’atmosphère terrestre : seulement 3% de toutes les émissions à  effet de serre
proviennent de l’activité humaine, 97% des émissions sont émises via des processus naturels. Or, l’IRF
reconnaît que, bien que cette proportion soit faible, son impact environnemental peut être suffisant pour
fragiliser l’équilibre.

L’IRF reconnaît aussi que le trafic routier compte pour une proportion significative des émissions de
gaz produites par l’activité humaine, environ 10%, et que ces émissions sont en croissance. De ce fait,
l’IRF se penche sur les actions que le secteur routier à déjà menées pour réduire ses effets sur
l’environnement et quelles mesures il pourrait et devrait prendre. A noter, par exemple, que le secteur
routier a mis en place toutes les législations et rempli les objectifs fixés par les gouvernements, et ce,
souvent bien avant les dates requises.

Ce rapport mène ainsi une analyse critique des politiques publiques suivies jusqu’ à présent et suggère
celles qui pourraient réussir à l’avenir.

Vorwort

Einer der weniger beachteten Aspekte der Bekämpfung des “Treibhauseffektes” ist die Tatsache das
Lösungsansätze fast immer auf weitere “Öko-steuern” hinauslaufen, als ob “Öko-steuern” alleine
Umweltprobleme lösen könnten. Es wird gerne argumentiert, dass “Öko-steuern” für die Finanzierung
umweltfördernder Massnahmen verwendet würden. Sollte dem so sein, ist hiervon, wie zum Beispiel die
Staus auf den Strassen zeigen, wenig zu spüren.

Das hält Regierungen nicht davon ab ihre Besteuerungspolitik fortzusetzen. Bessern sich
Verkehrsprobleme trotz Steuererhöhungen nicht, so wird das lediglich als ein Zeichen von
“Unterbesteuerung” angesehen und es werden die nächsten Steuererhöhungen gefordert. Die Gelder
werden dann wieder nicht zur Verbesserung der Verkehrslage, sondern für andere Zwecke verwendet.

Unserer Meinung nach sind von Regierungen in Auftrag gegebene “unabhängige Expertenberichte”,
die weitere Steuerhöhungen vorschlagen, zweifelhaft. Gleiches gilt für “unabhängige” Berichte diverser
Umweltgruppen, die einen Absolutheitsanspruch auf Umweltthemen anmelden.

Gerade was Klimaveränderung betrifft sollte nicht vergessen werden dass noch vor 25 Jahren eben die
Faktoren, von denen heute vermutet wird, sie würden eine Erderwärmung verursachen, für eine
Erdabkühlung verantwortlich gemacht wurden. Die Aussage, dass “eine Mehrheit von Wissenschaftlern
sich über den Treibhauseffekt einig sind” klingt seltsam unwissenschaftlich angesichts der Tatsache das es
keine Umfragen gibt in denen sich führende Wissenschaftler zu dem Treibhauseffekt bekennen.

Dieser IRF-Bericht nimmt nicht für sich in Anspruch, unabhängig zu sein. Er wurde von führenden
Experten geschrieben, die aus einem der wirtschaftlich wichtigsten Sektoren kommen, einem Sektor der
unseren Wohlstand, die Mobilität von Gütern und unsere eigene Mobilität garantiert - dem Strassensektor.
Keine andere Transportform hat eine so umfassende Infrastruktur, keine andere Transportform bietet
Individuen und der Wirtschaft flexibeleren Transport. Welches Transportmittel man auch benutzt, ob
Eisenbahn, Schiff oder Flugzeug, am Ende wird immer eine Fahrt über Strassen stehen.

Dass der Strassenverkehr die Umwelt belastet steht ausser Frage. Solche Kosten müssen jedoch mit
dem weit höheren Nutzen des Strassenverkehrs verglichen werden. Dieser IRF-Bericht konzentriert sich
auf eine der negativen Auswirkungen, die der Strassenverkehr erzeugt – die Auswirkung auf die Umwelt.
Auch wenn nur rund 3% aller “Treibhausgase” in der Erdatmosphäre auf menschliche Aktivitäten
zurückzuführen sind und die restlichen 97% aus natürlichen chemischen Prozessen stammen, könnten es
gerade diese 3% sein, die das Fass zum überlaufen bringen.

10% der menschlich erzeugten Treibhausgase werden durch Strassenverkehr erzeugt, wobei die



3

Tendenz steigend ist. Der bericht präsentiert die Massnahmen, die der Strassensektor schon ergriffen hat,
um seinen Treibhausgasausstoss zu verringern und welche Schritte in der Zukunft getan werden sollten. Es
sollte angemerkt werden, dass der Strassensektor immer sehr gut mit Regierungen kooperiert hat, um
Vorschriften, häufig früher als vorgeschrieben, umzusetzen.

In diesem IRF-Bericht werden derzeitige Politikansätze kritisch analysiert und vielversprechende Ansätze
für eine zukunftsorientierte, den Umweltanforderungen entsprechende moderne Verkehrspolitik präsentiert.

El curioso -y pocas veces examinado con atención- debate que rodea al denominado “efecto invernadero”
suele centrarse en la propuesta de soluciones al problema sobre la base de proporcionar ingresos adicionales
a los Gobiernos a través de las llamadas “ecotasas” –siempre bajo la suposición de que las ecotasas van, de
alguna manera, a erradicar los problemas medioambientales-.  En este sentido, se afirma que las ecotasas
contribuyen a reforzar políticas medioambientales sólidas. Sin embargo, y aunque así fuera, el impacto de
las intervenciones del sector público sobre el problema de la congestión todavía no ha sido analizado con
detalle.

Sin embargo, este hecho no ha detenido a los Gobiernos en sus intentos por implantar este tipo de
políticas. De algún modo, esta actitud es comprensible. Si los usuarios de la carretera siguen financiando
las arcas del Estado sin que se produzca un efecto claro sobre los problemas de congestión, aún se les podrá
exigir más: será el momento de implantar nuevos impuestos, los cuales podrán ser usados por los
Gobiernos para el ajuste de sus balanzas presupuestarias y la introducción de partidas extraordinarias con
fines electoralistas.

En nuestra opinión, la independencia de los informes medioambientales encargados por los propios
Gobiernos y que concluyen que los problemas deben ser resueltos a través de la introducción de nuevos
impuestos queda, cuanto menos, bajo sospecha. Lo mismo cabe señalar con relación a los informes
elaborados por los distintos grupos ecologistas, usualmente aceptados como neutrales y objeto de
numerosos titulares en los medios de comunicación, los cuales suelen reclamar soluciones absolutas en un
campo que es, ante todo, una ciencia inexacta.

Debemos recordar al lector que hace 25 años, la ortodoxia medioambientalista aducía que la Tierra se
adentraba en una nueva era de glaciaciones y que las actividades humana e industrial, así como la
contaminación que acarreaban (las mismas causas citadas esgrimidas hoy en día respecto al calentamiento
global del planeta), eran las culpables de acelerar el proceso de enfriamiento a escala planetaria. La
afirmación de que “la mayoría de los científicos están de acuerdo con relación al fenómeno del efecto
invernadero” no parece entonces, pues, demasiado rigurosa, salvo en el caso que se acompañe de una
encuesta de opinión que refleje qué proporción de científicos de alto nivel comparten realmente dicha
aseveración.

Este breve informe no se postula a sí mismo como “independiente”. Por contra, está escrito por
expertos de un sector de la economía, la carretera, que efectúa una gran contribución a nuestra riqueza, a
nuestra movilidad individual y al intercambio de bienes y servicios. Ningún otro modo de transporte
rivaliza con la carretera como el medio más eficaz de transportar personas donde quieren y cuando lo
desean, así como de desplazar bienes desde los fabricantes a los distribuidores y de éstos a los puntos de
venta finales. De hecho, se utilice la forma de transporte que se utilice – barco, tren o avión –, el trayecto
final en el desplazamiento de personas o bienes de un punto A a un punto B siempre se efectuará por
carretera.

Sin embargo, los impactos negativos de la carretera también deben contemplarse, a pesar de todos estos
beneficios innegables. En este informe, la IRF se centra en el análisis del impacto medioambiental. Así,
sitúa en la perspectiva correcta la contribución proporcional de la actividad humana en la emisión de gases
a la atmósfera: sólo un 3% de las emisiones que contribuyen al efecto invernadero tiene su origen en el
hombre; el 97% restante se produce a causa de procesos naturales. De todos modos, la IRF reconoce que,
aunque esta proporción sea pequeña, el impacto medioambiental de las actividades humanas podría ser
suficiente para romper el equilibrio climático.

Asimismo, la IRF admite que el transporte por carretera representa una proporción muy significativa
de las emisiones humanas que contribuyen al efecto invernadero: un 10% y en ascenso. En consecuencia,
el informe analiza qué ha hecho el sector hasta ahora para combatir este impacto medioambiental y qué
medidas puede y debe tomar en el futuro. Baste resaltar, por ejemplo, que el sector de la carretera ha
cumplido, a menudo anticipadamente, con las legislaciones y objetivos medioambientales a que ha sido
enfrentado.

En definitiva, el presente Libro Blanco presenta recoge una valoración crítica de las políticas públicas
desarrolladas hasta la fecha, al tiempo que sugiere qué tipo de medidas podría tener éxito en el futuro.

Prefacio
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I. What is the �greenhouse� effect?

The greenhouse effect is a natural phenomenon. The sun’s energy heats the earth’s
surface, and some of that heat is in turn radiated back. Certain gases in the earth’s
atmosphere prevent this radiation from escaping into space. Thus the heat becomes
trapped inside the atmosphere which, in essence, is like the glass cover of a greenhouse,
hence the term “greenhouse effect”.

This “greenhouse effect” maintains the earth’s average surface temperature at +15°C,
and is therefore a precondition for life on the planet – without the “greenhouse effect”,
the average temperature would be –18°C.

This natural “greenhouse” effect derives mostly from water vapour present in the
atmosphere. It is generally agreed that the quantity of water vapour in the atmosphere
does not vary, so calculations take no account  of its contribution to the “greenhouse”
effect. Clouds, moreover, have a cooling effect by reflecting the sun’s rays.

Most CO
2
 emitted into the earth’s atmosphere results from natural processes. Today,

however, concentrations of “greenhouse” gas are rapidly increasing and a proportion of
the scientific community believes that humankind’s contribution, small though it is,
could easily tip the balance and contribute to global warming.

This study, therefore, focuses on the additional impact of other gases in the earth’s
atmosphere on the “greenhouse” effect.

Over the last century, while the quantity of water vapour has remained constant, emissions
of other gases into the earth’s atmosphere have substantially increased, particularly carbon
dioxide. This is
largely due to vast
quantities of CO

2

escaping into the at-
mosphere as a result
of burning fossilised
carbon to produce
energy. Table 1 gives
the contribution of
each gas to the
“greenhouse” effect,
with column 3
showing the addi-
tional effect of each
gas once water va-
pour has been dis-
counted. The contribution of gases to the “greenhouse” effect varies.

To ensure a standard form of measurement, “CO
2
 equivalents” are frequently used.

Thus, the CO
2
 equivalent of nitrous oxide (N

2
O) over a period 20 years is around 270,

nitrous oxide’s effect over that period being about 270 times greater than CO
2
.

What counts is the quantity of each gas present in the atmosphere, its capacity to
absorb infrared rays and the length of time it remains in the atmosphere.

II. Greenhouse gases

saG
ehtotnoitubirtnoC
"tceffeesuohneerg"

noitubirtnoclanoitiddA
esuohneerg"ehtot

"tceffe

ruopavretaW %0.26 %0

edixoidnobraC %0.22 %9.75

enozO %0.7 %4.81

N(edixosuortiN
2

)O %0.4 %5.01

enahteM %5.2 %6.6

sesagerarrehtO %5.2 %6.6

Table I: Greenhouse gases
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The “greenhouse” debate began several years ago when scientists alerted governments
and the general public to the dangers of global warming which, they said, could effect
earth’s natural balance.

The issue was taken up by the Intergovernmental Panel on Climate Change (IPCC),
a round table of world experts, set up by the United Nations at the end of the 1980s, to
advise politicians and economists on scientific background to decision making.

IPCC calculations1  on variations of the earth’s temperature over the last 150 years
show:
l from 1860 to 1900, constant.
l from 1900 to 1940, a 0.4°C increase;
l from 1940 to 1975, no change;
l from 1975 to 1990, an increase of 0.2°C.

Interpretations vary: for some commentators, temperature variations are a natural
phenomenon; for others, they mean that human activity is causing the temperature of
the planet to rise.

The latter group believes that humankind is now going to reap the consequences of
economic development, which include:
l extensive deforestation programmes, depriving the planet of the means to absorb

CO
2

l energy-consuming industrial activity on the increase for over a century, fuelled
initially by fossil sources (carbon, petrol, gas) which emit carbonic gases; these accu-
mulate in the earth’s atmosphere together with other greenhouse gases, and com-
pound the greenhouse effect, which thus leads to global warming.

1 Intergovernmental Panel on Climate Change (1990)

III. The �greenhouse� debate

In June 1992, the United Nations held a Conference on the Environment and Develop-
ment in Rio de Janeiro, Brazil. One of its major outcomes was heightened international
awareness of the “greenhouse” effect, with the signature, by 150 countries of the Draft
Convention on Climate Change. Clause 2 deals with stabilising concentrations of
greenhouse gases in the atmosphere to avoid dangerous disruption of the earth’s climate.
The Convention calls for a commitment from industrialised countries to stabilise their
greenhouse gas emissions to 1990 levels.

In December 1997, at a conference in Kyoto, Japan, 38 industrialised countries
committed themselves to reducing their greenhouse gas emissions by 5.2% by 2008 to
2012. The six greenhouse gases identified during the course of the conference are: CO

2

(carbon dioxide), CH
4
 (methane), N

2
0 (nitrous oxide), HFC, PFC and SF

6
.

From 1997 on, greenhouse gas emissions began to figure high on government agen-
das with all sectors of the economy called upon to reduce emissions. In the absence of
hard evidence, policy-making is based upon the “precautionary principle”: since we do
not know if the danger is real or not, let us prepare ourselves for the worst just in case.

IV. Climate change and public policy
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V. An inexact science?

Yet doubts remain:
First, it is unclear what relationship exists between concentrations of carbon gas in

the atmosphere and rising temperatures. Climate mechanisms themselves are extremely
complex and scientific understanding of interactions between water vapour, clouds and
oceans is incomplete.

Second, a body of scientists strongly disagrees with the IPCC’s findings.
Third, there are no standard formats for measuring gas emissions. Data on green-

house emissions varies according to the source of information, and changes from year
to year and according to units of measure, sometimes expressed in tonnes of CO

2
,

sometimes in tonnes of carbon. If meaningful interpretations are to be made, criteria,
units and methods for quantifying emissions need to be unified, and hypotheses based
on models, for example, mobility models, should be systematically monitored.

1995 data from the Technical University in Vienna show:

According to this data, therefore, human activity, accounts for between 0.5 and 1.5% of
total greenhouse gas production. Proportions of each gas are:

Table III: Greenhouse gas proportions

O(enozocirehpsoporT
3
) %01ot2

N(edixosuortiN
2

)O %01ot2

HcirehpsotartS
2
O %01ot0

CFC %52ot5

HC(enahteM
4
) %52ot01

OC(edixoidnobraC
2
) %56ot53

VI. Some data on greenhouse emissions

H
2

)erutannitneserp(O %59ot06

tneserp(sesagesuohneergrehtO
)erutanni

%04ot5

namuhmorf(sagesuohneerG
)ytivitca

%5.1ot5.0

Table II: Composition of earth�s atmosphere
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According to a 1996 environmental report from Volkswagen, a German vehicle manu-
facturer, quoting IPCC sources, a total of  796 billion tonnes of CO

2
 is released each

year into the earth’s atmosphere. Of this
l 770 billion tonnes is from natural processes,: 43% from the ocean, 23% from the

earth, 28% from vegetation and 1% from the combustion of biomass.
l 26 billion tonnes is produced as a result of human activity.

Thus, 97% of all CO
2
 emissions into the earth’s atmosphere come from nature itself,

with only 3% produced by human activity.
Proportional production of CO

2
 emissions from the various sectors of the economy

are given in Table IV:

Road traffic, then, according to the estimates of Table IV, accounts for 10% of all green-
house gas produced by human activity, i.e. 0.3% of total greenhouse gas production.

Some people view road traffic as a special case because emissions from the sector will
inexorably rise and eventually become difficult to control. However, as this report will
later show, demand for transport is unlikely to explode.

In 1995, the OICA (International Organisation of Motor Vehicle Manufacturers)
made a forecast of CO

2
 emissions from road vehicles. The results are given in Figure 1,

page 9, and show the situation is far from being the disaster some commentators sug-
gest.

It has to be added that OICA’s forecasts were made before supplementary measures to
reduce CO

2
 emissions were taken in various parts of the world such as the 1998 volun-

tary commitment of ACEA (European Association of Motor Vehicle Manufacturers) to
reduce emissions by 2005.

OICA’s forecasts are therefore on the pessimistic side.

VII. Is road traffic a special case?

Table IV: Emissions by sector of the economy

snoitatsrewoP %52

sessenisubllamsdnasdlohesuoH %32

yrtsudnI %12

noitsubmocssamoiB %51

ciffartdaoR %01

tropsnartriA %7.2

tropsnartfosmrofrehtO %2.2

tropsnartretaW %1
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Even in the worst case scenario - i.e. if worldwide emissions of CO
2
 from motor

vehicles were to double within 20 years - total emissions of CO
2
 from natural processes

and from human activity would rise by only about 0.3%.
Thus, the transport sector can and indeed should make its contribution to reducing

greenhouse emissions in the same proportion as other economic sectors.
Measures taken to control road traffic’s contribution to CO

2
 can therefore have only

a minimal impact on total emissions. In the following sections, we review the origins of
greenhouse emissions from the road sector, what reductions can be made and policies
likely to result in reductions.

Figure 1: CO
2 
emissions of road transport in Western Europe, Canada, Japan

and the United States (passenger cars and commercial vehicles)

Greenhouse gas from
the road sector comes
mainly from carbon di-
oxide emitted during
fuel combustion in ve-
hicle engines. Emissions
are directly related to
fuel consumption. Prin-
cipal fuels are petrol and
diesel.

Other road sector
and related greenhouse
emissions are: fuel refin-
eries, road bitumen, ve-
hicle manufacturing
plants, leaks from vehi-
cle air conditioning sys-
tems, and so on.

VIII. Greenhouse gas emissions from the road sector
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Table V: Some data on road vehicles

Source: IRF, ACEA, JAMA, MVMA
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Automobiles emit 1.7 billion tonnes of CO
2
 per year and account for 6.5% of all

emissions from human activity:
l total emissions: 796 billion tonnes
l emissions from natural sources: 770 billion tonnes
l emissions from human activity: 26 billion tonnes
l emissions from automobiles: 1.7 billion tonnes

IX. Improving fuel consumption

Fuel consumption is an important factor in choosing a motor vehicle. Motor vehicle
manufacturers and their suppliers have been trying to find ways of reducing fuel con-
sumption ever since the car was invented, and well before people began to worry about
the greenhouse effect.

Today, most countries levy high taxes on fuel: fuel costs are thus a significant propor-
tion of the running costs of a private car. Furthermore, energy savings are an integral
part of road professionals’ culture because fuel consumption of heavy vehicles - trucks,
coaches and buses - has an impact on operating margins and competitiveness.

1. Technology

Motor vehicle fuel consumption can be reduced in a number of ways
l improving the performance of vehicle engines;
l improving vehicle aerodynamics;
l reducing friction between tyres and the road surface;
l manufacturing lighter vehicles; and
l by developing new methods of propulsion.

However, these need to be weighed against other vehicle improvements such as
vehicle safety (which can increase vehicle weight), environmental characteristics (a
catalytic converter increases fuel consumption) or comfort demanded by the customer
(car air-conditioning systems consume energy).

In addition, motor vehicles are consumer products, unlike aeroplanes or high-speed
trains of which only a few are manufactured and the number of people involved rela-
tively small. Price is a major issue: will a consumer pay for a feature which he or she
perceives as unnecessary?

2. Traffic flow

Vehicles travelling at constant speed use less fuel than vehicles caught in traffic jams, so
improving traffic flow will lower fuel consumption. This can be achieved by:
l building new or upgrading existing infrastructure
l improving road markings and
l installing information systems.
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X. Transport policy

Given public perception of road traffic’s massive contribution to the “greenhouse” effect,
decision-makers, backed by a number of interest groups, have come up with a variety of
policies aimed at restricting the use of road vehicles.

Policy-makers frequently view hikes in fuel taxes as the means of getting people to
abandon their road vehicles.

In some countries where fuel is heavily taxed, fuel prices may influence choice of
vehicle, people opting for more fuel efficient models. But in such countries, it would
need a truly enormous tax hike for motorists to react.

Some countries levy taxes on motor vehicles based on fuel consumption. The tax is
charged either at purchase or on-the-road. Fairness demands a constant reference tax
level, with equitable distribution of tax between high paying motorists and those paying
less. And, since fuel taxes are already high, the motorist is well aware of fuel consump-
tion costs.

In addition, following the “fuel consumption” tax to its logical conclusion, should
other factors such as “safety” and “pollution” also be calculated into vehicle taxation;
and, if they are, how is the relative importance of each factor to be measured and re-
flected in tax rates?

In the end, customers define their own priorities: purchase price and running costs
are just two criteria in determining choice of vehicle.

Conclusions
l People use cars and companies use trucks because they have qualities which, regard-

less of cost, other modes of transport lack: flexibility, rapidity, reliability and quality
of service.

l Transport is a key factor in the efficient running of an economy and also a substantial
proportion of company expenditure (about 15%). Increasing road transport costs
would only result in damage to the economy.

l High motoring taxes would benefit the entire transport system only if the tax rev-
enues are directed towards improving the road network and installing intelligent
transport systems.

1. Taxation

3. Driver training

Educating and training drivers in economy driving skills can also help reduce overall
fuel consumption, as can providing drivers with advance information on traffic conges-
tion. (See also page 17)
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3. Encouraging users to switch transport modes

Some modes of transport, such as underground, suburban or long distance trail, and bus
are claimed to be more energy-efficient.

In some cases this may be true. However, a bus or locomotive diesel engine running
in a rural area transporting no or few passengers or buses travelling during low-peak
periods consume far more energy per head than many cars.

A German parliamentary study shows
that equivalent fuel consumption for a lo-
comotive is 4.9 litres per 100 passenger/
km against 4.7 litres per passenger/km for
a car.

A study by the Niels Bohr Institute
(Denmark, 1995) compared the fuel con-
sumption of different transport modes in
Denmark. Table VI shows the energy con-
sumption differential of the different
modes of transport, less perhaps than most
people imagine. In Denmark, for instance,
Table VI shows it is more cost-effective to
build bridges and tunnels to ease traffic
flow than to keep ferries running. In fact,
the long-distance bus (coach) consumes the
least energy.

Policies to encourage users to switch transport modes often ignore the fact that, in
most cases, a switch is not possible. In urban areas, the trips which are most on the increase
are those made outside the city centre and between suburbs. For these trips, public trans-
port, generally designed to connect suburbs to the city centre and not suburb to suburb, is
not an option.

Similarly, most freight is transported over short distances. Rail, efficient only over
long distances, fails to offer a credible alternative to road, especially since railway net-
works are less dense than road networks. Freight has to be transported by road before it
is loaded on rail and after it is unloaded, which wastes times and increases costs.

Finally, road has such a massive share of the transport market that a switch to rail is
not feasible due to lack of rail capacity.

Conclusions
l To mitigate the “greenhouse” effect, it is more cost-effective to concentrate resources

on upgrading the energy performance of the entire road system.

2. Regulation

The United States has already implemented the CAFE fuel consumption standard
(Corporate Average Fuel Economy). CAFE has two major disadvantages. First, it exists
as a rigid factor in a free market which discriminates against manufacturers specialising
in luxury vehicles. Second, regulation often fails to anticipate technical development.

Conclusion
The most effective way of improving vehicle performance is through customer demand
and technical progress, not through laws and regulations.

Table VI: Fuel consumption of
transport modes

mkXregnessap/JM

racrotoM 4.4

hcaoC 5.0

suB 5.1

orteM 2.1

tropsnartliarrehtO 0.1

tropsnartriA 2.2

yrreF 4.6
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4. Reducing road traffic

Other policy ideas seek to place arbitrary limits on road traffic, arguing that road traffic
is always on the increase, that it is damaging to the environment and unnecessary in
industrialised societies.

This kind of policy, in the IRF’s view, is based on two false assumptions: first, that
some journey’s are unnecessary, and second, that the number of kilometres travelled is
on the increase.

Transport has al-
ways played a crucial
role in human devel-
opment, both as a
means of encouraging
exchanges between
peoples and promot-
ing commerce and
trade. Mass land
transport of goods
and people became
possible in the 19th

Century with the ar-
rival of the railway.
Today, transport focus
has changed. It is more and more based on solutions tailored to individual person or
company needs. Just-in-time delivery, a great consumer of transport, has helped raise in-
dustrial productivity.

On the other hand, while the number of journeys has increased over the years, the
number of kilometres travelled has actually diminished (see Table VII). Supply compa-
nies are now moving closer to their client companies.

It is also inaccurate to assume that journeys will go on increasing. In most industrial-
ised countries, vehicle ownership is almost at saturation point and people have reached
their satisfaction level as far as number of journeys are concerned.

Travel consumption thus follows the development pattern of other forms of con-
sumption such as food and health products, i.e. a period of heavy consumption – the
“catching up” phase – followed by a period of stable consumption.

Conclusions
l Policies to reduce traffic are based more on political ideology than on factual reality;
l For passenger trips, shorter working hours and more leisure time mean more visits to

friends and family, cultural trips and away breaks. Can these be considered as useless
trips? People are not “prisoners” of their cars. They have simply made the choice
about the kind of life they want (house, garden, pleasant environment away from it
all), all made possible by the car.

l Policies aimed at switching transport modes would have only a minimal effect.
l The road’s success is due to its quality of service and great flexibility. Using the green-

house effect as an argument against road use is counter productive and potentially
damaging to the economy.

0791 0891 0991

setatSdetinU 035,61 007,41 079,61

ynamreG 005,61 002,31 005,41

napaJ 397,71 802,11 104,01

Table VII: Average kilometres travelled per year
(passenger cars)

Source: AAMA, JAMA, VDA
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XI. Policies that work

1. Developing fuel efficient vehicles

Developing fuel efficient vehicles is the most effective way of reducing “greenhouse” gas
emissions from road traffic. Fuel price may influence both which model customers
choose and their driving behaviour. Industry should be trusted to respond to market
demand for fuel-efficient vehicles.

Well-known technical and design parameters of fuel-efficient vehicles include:
l vehicle aerodynamics (see Table VIII);
l weight reduction;
l improved petrol and diesel engines;
l electronics to optimise engine output;
l better gear boxes,
and so on.

Less well-known parameters are new types of engines, such as electric, hybrid (with
petrol or diesel) and hydrogen engines. In the long run, a revolution in engine technol-
ogy could lead to the development of fuel cell operated vehicles, although in the short
to medium term engine design will continue to be based on petrol and diesel.

2. Better tyre technology

Tyre manufacturers have developed
new generations of low-resistance
tyres that reduce energy consumption
without jeopardizing performance.
These tyres have equal levels of ad-
herence to the road surface, so there
is no compromise on safety, and are
just as durable, so lead to no increase
in consumption of raw materials.

If these new tyres were fitted to
all road vehicles currently in use, not
just new generations of vehicles, it would help speed up the process of reducing carbon gas
emissions.

Tyre manufacturing is energy intensive: some 200 different raw materials go into a
tyre before the vulcanization process. A single tyre’s total energy content is equivalent to
27 litres of oil (21 litres in raw material, 6 litres in the manufacturing process).

In the future, economies of energy in tyre manufacture can be made by:
l simplifying the manufacturing process: over the last 20 years, technology has helped

reduce energy required to manufacture a tyre by 30%;
l reducing the weight of a tyre: radial and tubeless tyre technology has already made a

major contribution to reducing the weight. Manufacturers envisage further reduc-
tions in the weight of tyres for heavy trucks.

raC kcurT

riA %56 %05

noissimsnart.g.e(noitcirflanretnI %51 %01

seryT %02 %04

Table VIII: Resistance at 100 km/h

Source: Michelin
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3. Vehicle maintenance

To achieve real environmental objectives, attention should focus on all motor vehicles,
not just new vehicles. Features such as on board diagnostics systems can monitor engine
output, while regular technical inspection reveals if vehicles are well-maintained and
operating under optimal conditions.

4. Vehicle fleet renewal

It takes about ten years for the national vehicle fleet to be renewed. Providing incentives
to replace old gas-guzzling vehicles with newer, fuel-efficient models, for instance
payouts to scrap old vehicles, would speed up the process of fleet renewal and help
reduce carbon gas emissions.

5. Motor fuels

Oil companies are improving their petrol and diesel products, such as lowering sulphur
content, to increase fuel efficiency, comply the new environmental regulations and
respond to new developments in engine technology.

Alternative fuels such as natural gas produce lower CO
2 
emissions.

On the other hand, some experts thinks that plant-based fuels may not provide the
answer to CO

2
 emissions because of their negative overall energy and environmental

performance from cultivation to final use (but see also under item 7).

6. The road network

Motor vehicles achieve optimal performance where traffic flow is most fluid. Ways of
improving traffic fluidity, reducing congestion and hence lowering fuel consumption
are:
l Building new road infrastructure where necessary;
l improving current infrastructure;
l installing road signs providing both directions and information on the road network

to allow motorists to choose the best route.
In the United States, for example, Intelligent Transport Systems (ITS) are being

installed in 75 of the largest urban areas, an investment that should help reduce journey
times by 15%.

7. Other action

l CO
2
 concentrations in the earth’s atmosphere can be reduced by creating CO

2
 wells.

These are areas of forest which absorb the carbon gas. For example, in 1998 PSA
Peugeot Citroën, a French automobile manufacturer, announced that a CO

2
 well

covering 12,000 hectares had been planted in the Brazilian rain forest.
l A similar initiative, launched by Formula 1 Grand Prix organisers, involves a refor-

estation programme in the Chiapas region of Mexico.
l A Spanish initiative, Gasarbol, has shown that 3.1 tonnes of CO

2
 might be absorbed

for every hectare reforested.
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8. Additional information

Table IX gives estimates of the relative impact various measures have on reducing CO2

emissions

l In 1998, Toyota, a Japanese motor vehicle manufacturer, set up a company in Aus-
tralia which will plant 5,000 hectares of eucalyptus trees each year over a period of
ten years. In the eleventh year, the company will harvest the trees and process them
into raw materials for paper. The environmental advantage of eucalyptus trees is that
they grow very quickly and are said to be at their most efficient in absorbing CO

2

during their first thirteen or fourteen years of growth. One hectare of eucalyptus can
absorb and solidify five to six tonnes of CO

2
 per year. 5,000 hectares should absorb

between 25,000 and 30,000 tonnes annually.
l The ecosystem of rubber plantations can absorb massive quantities of carbonic gas.

The tyre industry consumes about 70% of natural rubber production and using
natural rubber in the manufacture of tyres, for example, would help reduce concen-
trations of CO

2
 in the earth’s atmosphere, thereby providing support to measures

taken to limit “greenhouse” gas emissions.
l Plant-based materials could replace plastic or metal in some vehicle parts.
l Plant resources might be used both for absorbing CO

2
 and for manufacturing fuels,

and thereby contribute to reducing CO
2
 concentrations. Sugar cane alcohol, for

instance, is used as fuel in Brazil.

krowtendaorehtgnigralnE 04

segdirbhtiwsdaorssorcgnicalpeR 03

sessapybgnidliuB 52

sgnissorclevelgnitanimilE 5.31

sthgilciffarttanoitceles-erP 51

tnemeganamwolfciffarT 03

sthgilciffartdesinorhcnyS 04

noitcudermajciffarT 22

ciffartnabrufotnemeganaM 04

ciffartnabru-artxefotnemeganaM 03

syawrotomnociffartfotnemeganaM 02

Table IX: Potential of different road features for reducing CO
2

emissions (In % - different percentages cannot be combined)

Source: VDA, IW Cologne
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Business and industry across Europe recognise that the costs of inaction to combat
climate change may well outweigh the costs of mitigation efforts now. They accept that
they have a key role to play in mitigating climate change, and want to be part of this
process - by improving their own efficiency, and by bringing new technologies to
market that offer more efficient opportunities.

The European Round Table of Industrialists (ERT) sees emissions trading as an
important opportunity, encouraging efficiency and providing incentives for business and
industry in an overall framework of policies designed to encourage all sectors of the
economy to reduce greenhouse gas emissions. It is therefore a vital element of
involvement and motivation. Without trading, costs will be higher and environmental
results almost certainly less.

The ERT supports this “learning by doing” approach put forward in the Commission’s
Green Paper, and considers an EU trading scheme a useful tool in this context. Any EU
scheme needs to be compatible with the international system to be put in place by 2008.

The ERT agrees with the general presentation of the interest of emissions trading
presented in the Green Paper. It supports the following general criteria for a trading
scheme:

- Relative as well as absolute targets should be accepted.

- Allocation method should be fair and rules must be made such that they are
acceptable under State Aid provisions.

- Auctioning is not acceptable as a basic allocation mechanism, since it represents an
additional and unfair burden to industry that will not help combat climate change,
but might be considered for new entrants.

- Tax rules applicable to emissions trading should be harmonised at EU level to
equalise trading conditions for all participants.
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Emissions trading should not be seen as supplemental to existing fiscal measures, or to
regulation. To realise the benefits of trading it should be introduced as an alternative to
other measures, ensuring that the signals to business are unambiguous.

In order to get a real “learning by doing” process, other flexible mechanisms must also
be available to industry, and no limitation on the types of projects should be imposed as
long as they contribute to reducing greenhouse gas emissions.

National trading schemes should be encouraged to start as soon as possible, and the
broader, the better; therefore these national schemes should be interconnected. The
European Union should establish a general framework for such schemes as soon as
possible.

&RPPHQWV�RQ�WKH�WHQ�VSHFLILF�TXHVWLRQV�UDLVHG�LQ�WKH�*UHHQ�3DSHU

These comments must be seen in the context of the previous general points.

4XHVWLRQ� ��� :KLFK� VHFWRUV� VKRXOG� EH� FRYHUHG� E\� HPLVVLRQV� WUDGLQJ� ZLWKLQ� WKH
&RPPXQLW\"�'R�WKH�/&3�DQG�,33&�'LUHFWLYHV�RIIHU�D�XVHIXO�VWDUWLQJ�SRLQW�IRU�GHILQLQJ
WKH�VHFWRUDO�FRYHUDJH�RI�D�&RPPXQLW\�HPLVVLRQV�WUDGLQJ�V\VWHP"

The scheme should start with a small, but significant number of sectors that are major
contributors to total greenhouse gas emissions. However, emissions trading should be
progressively extended to any sector that can contribute towards mitigating greenhouse
gas emissions, even if not covered by European Union directives. The trading system
needs to cover all the gases, to ensure it can be extended to other sectors, since a
multiple gas approach to emissions mitigation is likely to have significantly lower cost
advantages.

4XHVWLRQ����6KRXOG�WKHUH�EH�D�FRPPRQ�HPLVVLRQV�WUDGLQJ�VFKHPH�ZLWKLQ�WKH�(XURSHDQ
&RPPXQLW\� IRU� FHUWDLQ� VHFWRUV� LQ� WKH� LQWHUHVW� RI� IDLU� FRPSHWLWLRQ�� PD[LPXP
WUDQVSDUHQF\�DQG�OHJDO�FHUWDLQW\�IRU�FRPSDQLHV"

For the sake of maximum transparency and simplicity, a common emissions trading
scheme within the European Community is desirable, providing a framework to link
national systems across the EU. However, it is important that the development of an EU
scheme is seen as a stepping stone to an international trading framework as agreed
between the parties to the Kyoto Protocol. In addition, activities under the EU scheme
need to be recognised at Member State level.
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4XHVWLRQ����:RXOG�WKH�IOH[LELOLW\�RIIHUHG�E\�D�FR�RUGLQDWHG�VFKHPH�VXFK�DV�³RSWLQJ�LQ´
��³RSWLQJ�RXW´� EH� FRPSDWLEOH�ZLWK� WKH� UHTXLUHPHQWV� RI� WKH� LQWHUQDO�PDUNHW�� RU�ZRXOG
DQ\�DGYDQWDJHV�RI�VXFK�IOH[LELOLW\�EH�RXWZHLJKHG�E\�LQFUHDVHG�FRPSOH[LW\"

The flexibility offered by “opting-in”/“opting-out” schemes would create complexity
and could pose problems for companies operating in several Member States. Therefore
the goal should be to have a common Community scheme.

However, any delay to agree such a scheme would be harmful to the environment, so it
would probably be more practical to start by defining minimum requirements for
national schemes in terms of target setting, trading units, monitoring, verification, etc.

4XHVWLRQ����:KDW�VFRSH�LV�WKHUH�IRU�LQGLYLGXDO�0HPEHU�6WDWHV�WR�LQFOXGH�PRUH�VHFWRUV
LQ�WKHLU�GRPHVWLF�WUDGLQJ�VFKHPH�WKDQ�PLJKW�EH�FRYHUHG�E\�D�&RPPXQLW\�VFKHPH"

Member States should be allowed to include any sectors in the trading scheme,
providing that the necessary minimum requirements can be met.

4XHVWLRQ����6KRXOG�WKH�RYHUDOO�DPRXQW�RI�DOORZDQFH�DOORFDWHG�WR�WKH�WUDGLQJ�VHFWRU�LQ
HDFK�0HPEHU�6WDWH�EH�VXEMHFW�WR�DJUHHPHQW�DW�&RPPXQLW\�OHYHO"

Given the different national targets and the different starting points of national sectors,
agreement at Community level would seem unlikely. Therefore, the amounts allocated
(targets set) should at least be transparent and justified by the Member State concerned,
and if possible, aim towards some degree of harmonisation within the European Union.

4XHVWLRQ����6KRXOG�WKH�ZD\�LQ�ZKLFK�DOORZDQFHV�DUH�DOORFDWHG�WR�LQGLYLGXDO�FRPSDQLHV
EH�WKH�VXEMHFW�RI�DJUHHPHQW�DW�&RPPXQLW\�OHYHO"�2U�GR�\RX�FRQVLGHU�GHWDLOHG�JXLGHOLQHV
EDVHG� RQ� WKH� 6WDWH� $LG� SURYLVLRQV� DQG� RWKHU� UXOHV� RI� WKH� 7UHDW\� WR� EH� VXIILFLHQW� WR
VDIHJXDUG�IDLU�WUHDWPHQW"

Agreement at Community level would be optimal, but is not necessary. The allocation
method (target setting) should be subject to certain minimum requirements (as
mentioned in our answer to question 3). These would probably take the form of
guidelines based on the�State Aid provisions and other rules of the Treaty.

4XHVWLRQ� ��� ,V� LW� DJUHHG� WKDW� D� EDODQFH� KDV� WR� H[LVW� EHWZHHQ� VHFWRUV� HQJDJHG� LQ
HPLVVLRQV�WUDGLQJ�ZLWKLQ�WKH�&RPPXQLW\�RQ�WKH�RQH�KDQG��DQG�QRQ�WUDGLQJ�SROLFLHV�DQG
PHDVXUHV�DSSOLHG�WR�RWKHU�VHFWRUV�RQ�WKH�RWKHU"

An equitable system needs to be put in place, but that applies more to the target setting
between sectors than to the trading versus non-trading sectors. It is recognised that
initially the scheme will need to be limited, but efforts should be made to include as
many sectors within the scope of trading as is practical. Burden sharing of national and
Community commitments must recognise the previous efforts of both companies and
industry sectors that have already reduced their emissions.
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4XHVWLRQ� ��� +RZ� FDQ� HQYLURQPHQWDO� HIIHFWLYHQHVV� �LQ� WHUPV� RI� IXOILOOLQJ� WKH� .\RWR
3URWRFRO¶V� FRPPLWPHQWV�� DQG� WUDQVSDUHQF\� EH� VDIHJXDUGHG� XVLQJ� D� PL[� RI� HPLVVLRQV
WUDGLQJ�� HQHUJ\� WD[HV� DQG� HQYLURQPHQWDO� DJUHHPHQWV� ZLWK� WDUJHWV� EDVHG� RQ� HQHUJ\
HIILFLHQF\�SHU�XQLW�RI�RXWSXW"

A relative unit-based target might be environmentally more stringent than an absolute
target. The risks to the national or EU target of overshooting by the trading sector of
industry with relative targets should not be exaggerated. After all, most of rest of the
economy will not have absolute caps either.
The target setting will have to prove its validity through its achievement over time and
should be reviewed from time to time.  A prerequisite to this is a sound and transparent
monitoring system.

4XHVWLRQ� ��� $UH� WKH� FXUUHQWO\� DYDLODEOH� LQVWUXPHQWV� �0RQLWRULQJ� 0HFKDQLVPV�
LQIULQJHPHQW�SURFHGXUHV��VXIILFLHQW�RU�VKRXOG�DGGLWLRQDO�WRROV�EH�GHYHORSHG�LQ�RUGHU�IRU
WKH� &RPPXQLW\� WR� DGHTXDWHO\� DVVHVV� FRPSOLDQFH� LQ� WKH� FRQWH[W� RI� HPLVVLRQV� WUDGLQJ
ZLWKLQ�WKH�&RPPXQLW\"

Currently available instruments are sufficient.

4XHVWLRQ�����'R�WKH�HOHPHQWV�RI�FRPSOLDQFH�DQG�HQIRUFHPHQW�PHQWLRQHG�DERYH�ZDUUDQW
FR�RUGLQDWLRQ� RU� KDUPRQLVDWLRQ� DW� &RPPXQLW\� OHYHO�� DQG� ZKLFK� HOHPHQWV� DUH� PRUH
DSSURSULDWHO\�XQGHUWDNHQ�E\�0HPEHU�6WDWHV"

Member States will be fully responsible for compliance with their commitments in the
EU bubble. Therefore Member States should assume responsibility for the entities under
their authority that they have allowed to trade. Moreover, they should guarantee the
validity of their duly certified emission reductions.
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Three years ago, the European Round Table of Industrialists (ERT) produced a report which
emphasised and demonstrated that European Industry “wants to be involved in the process

of developing workable policies to deal with the possibility of climate change”.

A great deal has happened since then.

In December 1997, parties to the United Nations Framework Convention on Climate Change met
in Kyoto, Japan and established a Protocol which seeks to limit greenhouse gas emissions.

Subsequently, the European Union committed itself to reduce its share of these emissions to a
level 8% below the 1990 average by 2008-2012. And the Commission has emphasised the
obligation to show “demonstrable progress” by 2005, and is developing an EU strategy to
propose policies and measures to help achieve this reduction.

European business and industry have not been idle either, as this report underscores and
illustrates through a range of examples from the members of ERT and other companies.

We recognise that we are likely to work in a “carbon constrained” future which is bound to have
a profound influence on our operations and markets. ERT members are now facing up to this
challenge, testing strategies, plans and products against these emerging issues, and becoming
involved in the policy debate in those places where they operate in Europe and beyond.

As ERT companies are already demonstrating, there is much that business can do. With the right
policy framework and constructive co-operation with governments, business and industry can
develop more and better answers. For sound commercial reasons, business will naturally work
first to achieve lower greenhouse gas emissions from its own operations. But there is also the
need to ensure that the Kyoto mechanisms are developed to allow companies to reach out to the
lower cost opportunities they will generate.

The ERT believes that policy towards climate change should be framed to encourage action
which is effective, realistic and targeted at reducing emissions of greenhouse gases. We also
believe that any measure should be:

› Competitive: Business and industry can and will do much, but mitigating emissions of
greenhouse gases is not a simple task, particularly after the “early wins”. Policies which do
not reduce excessive cost or burden, do not recognise the competitive markets in which
business operates, and do not appreciate the time scale needed to develop more innovative
solutions will be counter productive.

4
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› Global: It is understood that in EU Member States there will be both national and EU-wide
policies and measures. But climate change is a global issue, and business and industry welcome
the initiative by governments to develop an international policy framework which will open up
the potential for a wider range of solutions.

› Long Term: Many of the changes needed for effective greenhouse gas abatement will take time
to develop and implement. Governments should understand and support this, recognising that
the pace of improvement will accelerate over time.

To achieve the best approach, governments should consult fully with all those likely to be affected
by action to reduce emissions. Policies and measures that are agreed should form an enabling policy
framework that is capable of motivating and mobilising broad support among both regulators and
business and industry, and above all among individual consumers. The test of good policy should
be its ability to deliver environmental goals in an effective and realistic manner.

In our view, the best way forward is to foster and encourage constructive behaviour by all
concerned. This calls for a judicious mix of government policies and measures, with instruments
designed to encourage voluntary action and to offer business and industry the flexibility they need
to develop appropriate approaches to suit specific circumstances.

Proper motivation is the key to business success.

Our report illustrates the real contribution that different sectors of industry and different companies
in Europe are already making to help meet Europe’s commitments to reduce greenhouse gas
emissions. It also makes recommendations designed to smooth this process and sets out the ERT’s
views on how the Kyoto mechanisms should best be implemented, which is a major part of the
agenda for the Sixth Conference of the Parties to the United Nations Framework Convention on
Climate Change in November 2000.

I hope you find this report helpful. We would be pleased to discuss its implications with those
wanting to take these issues further.

Louis Schweitzer
Chairman & Chief Executive Officer – Renault
Chairman – ERT Environment Working Group

ROUND TABLE OF INDUSTRIALISTS
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Chapter One

WHERE WE ARE NOW



CHAPTER ONE – WHERE WE ARE NOW

he Member States of the European Union and the European institutions face

the challenge of developing a framework which translates into reality the commitments

made in Kyoto to reduce greenhouse gas emissions.

To be fully effective, any framework will need to contain certain key elements. In the ERT’s view,
these should include:

› A stable, predictable and flexible investment environment.

› Equivalent treatment for all industries throughout the European Union.

› Target setting which reflects the particular characteristics of individual industries.

› Policies and measures, at both national and EU level, which are attuned to
their target.

› Sound and transparent procedures to monitor greenhouse gas emissions and to
ensure compliance. 

› Encouragement and recognition for early action in order to demonstrate progress.

› Encouragement for innovation through the use of the market, with minimal government
interference.

› The removal of direct and indirect energy subsidies and moratoria.

Business and industry across Europe recognise and accept that they have a key role to play and
want to be part of this process – by improving their own efficiency and by bringing new
technologies to the market that offer more efficient options.

Business and industry also recognise that an effective response to climate change will be achieved
only by involving and motivating all stakeholders. To deliver this, the commitment of policy-
makers and opinion-formers is essential.

8
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Chapter Two

EUROPEAN COMMUNITY

STRATEGY



t the June 1998 meeting of the EU Environment Council, ministers defined

areas where it would be appropriate to establish common policies and measures to be co-

ordinated at EU-level and requested the European Commission to make proposals.

The ERT considers that there should be an important role for standards, norms, audits, and
public information to help change behaviour in the household and transport sectors. Guiding
consumer response, we believe, must be a major part of any successful Community strategy.

We note that, among other things, the Commission and some Member States favour energy
taxation as the prime example of an appropriate policy.

In the ERT’s view, taxation threatens the competitiveness of energy-intensive industry in Europe
and has been shown already to be ineffective in reducing greenhouse gas emissions by industry.

In our report on climate change in 1997, we set out the criteria we considered necessary for
effective policies and measures that avoid competitive distortions both in the EU Single Market
and globally. These remain as valid today as they were three years ago and are restated here.

In our view an appropriate and effective mix of policies and measures should:

› Motivate and encourage voluntary action and initiatives by business and industry.

› Be environmentally effective and coherent with other EU priorities.

› Encourage selection and implementation of the most cost-effective options.

› Be environmentally efficient as defined by cost-benefit analysis.

› Be flexible, adaptable and easy to administer, with low transaction costs.

› Command public support, demonstrate compliance and be transparent.

› Be consistent with the existing regulatory framework.

› Work within the time frame needed to achieve environmental objectives.

› Avoid distortions and trade barriers to be consistent with the Single Market.

› Promote the global competitiveness of European business and industry.

A
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Climate change is one of a number of government policy areas and it is important that the
different objectives should be reconciled. In particular, we continue to believe that it is crucial
that climate change response policies do not undermine the ability of business and industry to
succeed in competitive global markets.

However, we are also convinced that properly designed policies to reduce greenhouse gas
emissions can provide a competitive opportunity, rather than a threat. Any actions that are taken
should be realistic – and therefore be based on sound science – and encourage energy efficiency
and the greater use of sustainable resources. They should also promote research into low carbon
technologies for which there are many opportunities.

Beyond this, any policy initiatives that are promoted should deliver sufficient results and benefits
to justify their cost. Many companies have already made considerable progress in improving their
use of energy and these early movers should not be disadvantaged. Gains already achieved need
to be recognised and credited in an appropriate way.

If these guidelines are followed, industry commitments and agreements offer the real possibility of
early contributions to demonstrable progress. Linked to the Kyoto mechanisms, they will increase
confidence in industry’s ability to deliver against the targets set within the European Union.
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Chapter Three

WHAT INDUSTRY IS DOING

THROUGH INNOVATION



emand for energy and mobility is set to grow substantially over coming

decades, particularly among non-OECD states. In view of this, fundamental solutions to the

issues surrounding climate change are only likely to be delivered in the longer term by

developing technologies that expand the supply of energy services, such as heat, light and

mobility, while reducing greenhouse gas emissions.

D

• HOUSE-KEEPING AND BEHAVIOURAL CHANGE.

• INVESTMENT AND APPLYING TECHNOLOGY.

• NEW PRODUCTS AND NEW TECHNOLOGY.

• TECHNOLOGY TRANSFER AND APPLYING THE

KYOTO MECHANISMS.

For industry, the priority is cost-effective
solutions which align with business objectives.
Industry will naturally prefer to find these
through improving the performance of its
own operations. Beyond this lies the potential
for using the Kyoto mechanisms, but the
context needs to be understood.

The range of options for business and in-
dustry in improving efficiency and managing
carbon abatement focuses primarily on:

› Energy conservation and efficiency.

› Choice of fuel.

› Co-generation.

› Carbon sequestration.

› Renewables.

› The Kyoto mechanisms.

The ERT therefore believes that a major
element of any long-term strategy to combat
climate change must be research and
development. We believe that governments, in
close co-operation with business and industry,
should be refocusing and redoubling their
research efforts in this area. A credible
European climate change response pro-
gramme will require substantial government
support for the development of new climate-
friendly technologies and products.

European business and industry are already
using their ingenuity to push forward the
development of such technologies, as
examples in this report emphasise. Business
success is frequently underpinned by the
development and application of new techno-
logy, but in the field of climate-related
technology there is clearly a case for consider-
ing the kind of co-operative approach and
funding which is practised to a greater extent
in the USA – particularly if we wish to
advance the contributions of some of the
potential initiatives. Subsidies, taxes and
levies that distort energy markets and act as
major disincentives to greater efficiency also
need to be removed.

In simple terms there are really four
approaches for business and industry to
follow in addressing the challenge of climate
change. In practice the distinctions may be
less precise, but it is helpful to consider the
following examples under these broad
headings:

CHAPTER THREE – WHAT INDUSTRY IS DOING THROUGH INNOVATION14



efficiency, introducing process-integrated
improvements to their operations. Thus, they
were able to reduce CO2 emissions in the
Basel headquarters by 32% during this period
through a variety of different measures. For
example, at Roche Basel, water from the
Rhine river is used for cooling purposes in
production processes and air-conditioning
refrigeration units. This water does not come
into contact with chemicals, and so after use,
can be discharged back into the river. In the
past, in winter, at the same time as this heat-
loaded water was being discharged, oil and
natural gas were being used to generate steam
for heating the incoming fresh air ventilating
four laboratory buildings. Now the heat from
the waste cooling water system is used instead
to preheat this incoming fresh air. As a result,
CO2 emissions have fallen by approximately
4200 t/year.

Furthermore, the cooling water used to be
pumped from a central water tower through
the production building, increasing in
temperature by 4°C on the way, and then
passed a heat recovery unit prior to being
discharged back into the Rhine. A system has
now been introduced which both saves on
cooling water and improves the efficiency of
the heat recovery process. The cooling water
is circulated in a closed pipe system through
the production building, and a pump adds
cold fresh water to achieve a constant
temperature of 18ºC in the circuit.
Afterwards, the surplus waste cooling water
flows into the main waste cooling water
stream and raises the temperature there by
1ºC. This increases the efficiency of the site
cooling water heat-recovery unit by 10%, and
reduces CO2 emissions by a further 430t/year.

Behavioural change

Encouraging voluntary initiatives by industry
to deal with the possibility of climate change
is one of the central criteria for effective
action identified by the ERT in its first report
in 1997.

Some of the examples quoted below are
specific to individual companies, others to
industry sectors in which ERT members are
leading players. Taken together, these
examples – a few from among the many
available – illustrate what can be achieved.

House-keeping and

Behavioural Change

House-keeping

It is clear that there is considerable potential
for improved carbon management by focusing
management’s attention on the issue. Three
examples follow from many which exist in
ERT and other companies.

The long-term nature of what is at stake for
business and industry – and the need for a
stable, consistent regulatory environment as a
result – is well illustrated by an example from
DaimlerChrysler. During 22 years of energy
saving measures at DaimlerChrysler, the
proportion of total energy requirements
accounted for by heating in the German
automotive plants fell from 53% in 1976 to
27% in 1998. Since 1976 specific heat
consumption has been halved, largely due to
the installation of heat recovery equipment.
Electricity savings have also been achieved
through the installation of centralised
production management technology which
has optimised machine operating times.

At magnesium plants, sulphur hexafluoride
(SF6) is used as a protective cover gas during
casting. Emissions of SF6 from Norsk Hydro’s
magnesium plants have been significantly
reduced in recent years. The greenhouse gas
emissions (CO2 and SF6) from Norsk Hydro’s
magnesium plants decreased by 59% from
1990 to 1999. Extensive research is ongoing,
with the aim of replacing SF6 by another gas.

Over the last ten years, F. Hoffman-La Roche
has been taking a proactive approach to eco-

CHAPTER THREE – WHAT INDUSTRY IS DOING THROUGH INNOVATION 15



CHAPTER THREE – WHAT INDUSTRY IS DOING THROUGH INNOVATION16

Association (ACEA) reached with the
European Commission in July 1998. ACEA
committed itself to reduce average CO2

emissions from new passenger cars by 25%
over the next ten years to 2008.

In 1998, passenger car traffic accounted for
around 12% of total man-made carbon
dioxide emissions in the EU, and for much of
the 9% growth in overall road transport CO2

emissions that took place between 1990 and
1997.

The agreement includes three specific
commitments. They are:

› To achieve an average CO2 emission figure
of 140g/km by 2008 for all new cars sold
by ACEA member companies in the EU.
This represents a 25% reduction in ten
years.

› To bring to market car models with CO2

emissions of 120g/km or less by 2000.

› To review the potential for additional
improvements in 2003, with a view to
moving the new car fleet average towards
the 120g/km level by 2012.

These commitments demonstrate ACEA’s
support for the significant reductions in CO2

emissions that will be needed to meet EU
undertakings to the United Nations climate
change process.

Implementation of these commitments is
being monitored jointly by the European
Commission and ACEA, and is reported to
the European Parliament and the Council of
Ministers each year.

The agreement is also part of an integrated
strategy to control the upward trend of CO2

emissions from passenger cars, including
providing consumers with information on fuel
economy and emissions of new cars.

In that same year Fiat signed a voluntary
agreement with Italy’s Ministry for the
Environment covering many environmental
aspects of automobile production and use.
Included in the 1997 agreement are
provisions designed to cut the average fuel
consumption of Fiat cars sold in Italy by 20%
and to produce a popular diesel model for the
Italian market. Innovative buses and trucks
using alternative fuels such as natural gas are
also planned. Fiat already produces a model
for the mass market with consumption below
4.5 1/100km (120g CO2/km) in addition to
methane and electricity-powered vehicles.

Fiat is also pioneering an innovative system
for recycling old automobiles. Initially
focused on metal (which accounts for 75% of
a vehicle’s weight), Fiat is now giving more
attention to the other 25% – plastic, glass
and fabrics. Fiat has set a target of recycling
85% of materials by 2002, with a goal of
95% in 2010.

Sectoral initiatives

Measurability and credibility are the key
ingredients of a ground-breaking international
industry agreement on reducing CO2

emissions from passenger cars which the
European Automobile Manufacturers

Fiat Multipla Hybrid Power is an alternative-drive vehicle

which can be powered either by an electric motor (in urban

areas) or an internal combustion engine (on highways).
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benchmarking process. The Government in
turn agreed that, where this occurs, it will not
impose any additional specific national
measures aimed at further energy
conservation or CO2 emission reductions.

This example also illustrates the measures
being taken throughout the European
chemical industry under the Voluntary Energy
Efficiency Programme (VEEP II) of the
European Chemical Industry Council
(CEFIC). This programme is a unilateral
commitment by the chemical sector to reduce
its specific energy consumption by 20%
between 1990 and 2005, provided that no
additional energy taxes are introduced. The
programme underlines that significant
improvements in energy efficiency can only be
achieved by investment at increasingly higher
unit costs, which can only be justified by
companies being offered long-term stability in
the business environment.

Investment and Applying

Technology

Consistent, creative government policies,
including a suitably flexible regulatory
regime, are two other factors likely to
encourage energy-saving investment.

In Belgium, the electricity production of
Electrabel (part of the Suez Lyonnaise des
Eaux group of companies) is being revolut-
ionised following decisions to develop the use
of renewable energies, to obtain cleaner
energy at more competitive prices, and to
contribute to the European Union’s commit-
ment to reduce greenhouse gas emissions. As
a result, new power plants are being installed
by Electrabel which will improve energy
efficiency by between 56% and 80% and also
reduce significantly CO2, SO2 and NOx

emissions. 

In France, another sectoral agreement covers
the cement industry in which Lafarge is a
leading player. Signed by French industry
representatives and the Ministry of the
Environment in October 1996, it aims to
reduce total consumption of fossil fuels and
CO2 emissions by 25% from a 1990 base by
2000. It also seeks to cut the consumption of
fossil fuels and CO2 emissions by 10% for
each tonne of cement manufactured. 

The agreement identifies three ways to
achieve these goals – the use of better
processes and the modernisation of factories;
the development of alternative fuels; and
improved composition of cements. According
to the Syndicat Français de l’Industrie
Cimentière, “in all probability” these
commitments will be met by the end of 2000.

In 1997, the Norwegian aluminium industry
and the Norwegian government entered into a
voluntary agreement to reduce specific green-
house gas emissions by 55% in 2005
compared with the levels in 1989/90. By
introducing point feeder systems at its
Søderberg aluminium electrolysis plants,
Norsk Hydro has reduced specific emissions
of perfluoro-carbons by 62% compared to the
1990 level, and by 17% compared to 1998. 

Akzo Nobel Energy has established a joint
venture with Essent to invest in a 360 MW
gas-fired co-generation plant in the Delfzijl
Chemical Park in the Netherlands. The plant
produces 55% less CO2 than a coal plant of
similar capacity. As such, it offers the highest
efficiency level of energy conversion, and
represents a prime example of the type of
initiative encouraged by the Dutch Govern-
ment in its Energy Efficiency Benchmarking
Covenant. This voluntary initiative was
negotiated by Dutch industry, which declared
its willingness to make a cost-effective
contribution to reducing emissions from
energy-intensive facilities, by meeting the best
international energy efficiency standards via a
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related to an emissions reduction strategy, are
being reflected in the marketplace through a
range of new products.

Pirelli, for example, is now promoting the use
of low rolling-resistance tyres, which reduce
fuel consumption, and new approaches to
improve the recyclability of used tyres. An
innovative tyre production system (MIRS –
Modular Integrated Robotized System) has
been launched recently, allowing significant
energy savings and reduced transport
emissions. In the cables sector, the company is
concentrating on products characterised by
low transmission loss and the use of eco-
compatible materials. Another Italian
company, Fiat, is developing dual-fuelled
buses, “minimum environmental-powered”
distribution vehicles, and natural gas-powered
refuse collection trucks.

The Royal Dutch / Shell Group of Companies
(“Shell”) is currently developing a new
building material named “C-Fix”, which may
provide an alternative to the use of cement in
some applications. The material has not only
new structural characteristics for building, but
also produces a fraction of the carbon
emissions during its manufacture.

Other Electrabel projects include preliminary
investigation into the feasibility of
constructing a first wind energy plant of
20MW to be located within 15 km of the
coast; development (in partnership with 14
universities and research institutes in Belgium)
of a database decision-making model which
details CO2 emissions related to every mode
of energy use for a number of European
countries; and investment in the World Bank’s
Prototype Carbon Fund – a first attempt to
experiment with the creation of an
international market in emissions reductions.
The Fund will invest in cleaner technologies
in developing and transition economies, with
a primary focus on renewable technologies
such as wind, small-hydro and biomass.

More broadly, thanks to a proposal in 1998
by ABB, more than 420 projects in 73
countries, representing an aggregate possible
emissions reduction of more than 880 million
tons, have been identified by a specialist task
force backed by the World Energy Congress
and ABB.

To be included in the pilot programme,
projects have to be carefully evaluated, have
clear approval from national governments
and a feasible time schedule, and have all the
necessary financing secured – with a
commitment to be on stream by 2005. So far,
the largest share of projected savings comes
from power generation and distribution, with
manufacturing industry the next largest
sector. About one quarter of the projects are
located in developing countries.

New Products and

New Technology

New Products

These overarching trends, which stretch
across industries and sectors and are all

Pirelli: New MIRS tyre production system



CHAPTER THREE – WHAT INDUSTRY IS DOING THROUGH INNOVATION 19

The Philips “EcoDesign” programme focuses
on “environmentally conscious product
design” and considers the environmental
impact of a product throughout its entire life-
cycle. In the short-term, existing products are
re-assessed to see how they could be
improved. One example relates to studies by
the UK and German governments, which
show that at least 11% of the total power
consumption of computer monitors,
televisions and VCRs is wasted in stand-by
mode. Philips has therefore developed a
“GreenChip” Switched-Mode Power Supply
product family, designed to reduce typical
stand-by power consumption from between
5-10 watts to 1-2 watts, but able to supply
full power in under one second. Longer-term,
new products can be researched, designed and
introduced with considerably reduced
environmental impact versus their
predecessors. For example, Philips has
introduced a range of fluorescent bulbs which
uses just 25% of the energy consumed by a
standard incandescent household bulb and
lasts up to twelve times longer.

New Technology

Innovation and cost-effectiveness are often
crucial elements in the successful introduction
of new energy-saving technology. Five
examples underline this and one in particular
relates to industry/government co-operation.

In 1999, Renault launched the first European
engine with direct petrol injection in its New
Mégane Coupé and Cabriolet models. This
technology, already successfully applied in
diesel engines, involves the direct injection of
fuel into the combustion chamber under high
pressure (100 bar). The main objective is to
improve combustion and efficiency by
reducing the “pumping losses” which arise
from the low pressure existing in the inlet
manifold, which the piston must overcome
when drawing air into the combustion
chamber. The solution adopted to reduce

Norsk Hydro encourages abatement actions
which prove to be cost-effective in a life-cycle
context. Examples are use of light metals in
cars, balanced fertiliser application, and R&D
activities to prepare for decarbonization of
fossil fuels. Studies for introducing new
technology to capture CO2 from gas-fired
power plants have thus far proved to be
technologically but not economically feasible.

Siemens has been closely involved in the move
in Germany to replace the old propane gas
burners of railway signals with light sources
which each include 60 Light Emitting Diodes
(LEDs) of a particular mix. The LEDs can be
powered from either solar cells and batteries
or from conventional power supplies. Siemens
has supplied Deutsche Bahn AG with 1500
solar units in addition to the 17,400 LEDs to
upgrade their mechanical signals. Backup
batteries can be used to provide the power
supply to the solar-powered signals in the
case of poor weather or at night. The upgrade
achieves an energy saving of 98%, with
considerably reduced CO2 emissions. This
saving is accompanied by a reduction in
maintenance and repairs since the LED light
sources are self-cleaning and there is no
longer a need for the operator to replace
empty propane gas bottles.

Siemens: Traditional semaphore railway signal illuminated

at night with LEDs powered by a solar unit
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Jemeppe the co-generation power plant will
produce 97 electrical megawatts (equivalent
to the needs of a population of 200,000
people) and up to 100 tonnes steam per hour.
At Tavaux the co-generation plant will
produce 87 megawatts. Both plants will be
equipped by “low NOx” equipment. In all,
ten of Solvay’s largest manufacturing plants
will soon receive power from high efficiency
and low emissions co-generation plants.

Another example involves Pirelli. As part of
its 1998 agreement with the Italian Ministry
for the Environment, the company is
developing a new fuel derived from waste –
an integration of granulated tyres and non-
chlorinated plastics. This fuel can be used to
run power boilers for electricity production,
substituting coal dust by up to 30%. Pirelli
is also developing an ecological fuel
(GECAMTM , an emulsion of liquid hydro-
carbons and water), which provides an
average 5% increase in energy yield and an
equivalent reduction in carbon dioxide
emissions.

Norsk Hydro has for many years carried out
extensive research on abatement of N2O
emissions from nitric acid plants for fertiliser
production. A technology for homogeneous
decomposition of N2O in the nitric acid
burner has been developed for new construc-
tions and successfully installed, resulting in
N2O emissions reduction of 70 to 80%.

these losses is to increase pressure in the inlet
manifold through a massive introduction of
exhaust gas via exhaust gas recirculation.

Other working approaches promising to
benefit the fuel consumption of internal
combustion engines have been identified and
are in the process of development. For
example, turbocharger technology is being
introduced for petrol engines in the interests
of reducing fuel consumption, rather than
simply performance enhancement. Very
different from the “low pressure” turbo
solutions already offered in the market, which
bring no significant gain in terms of reducing
fuel consumption, the new generation
turbocharger developed by Renault, with a
twin-entry turbine, will reduce fuel consump-
tion by 15-20% based on a 2.0 16V engine.

BP Amoco (“BP”) is the co-ordinator for a
major R&D initiative by a partnership of
seven leading energy companies, including
Shell, Norsk Hydro, and Statoil. This aims to
develop environmentally secure and
economically viable capture, transport and
geological sequestration of CO2 emissions
from using fossil fuels. If successful, this
initiative could offer important options for
moving to low greenhouse gas emission use
of fossil fuels, and eventually for moving to
the use of hydrogen as a zero emissions fuel.

As a chemical company with intensive energy
use in some processes, Solvay has been
seeking partnership opportunities for new
co-generation power supplies. Such projects
have huge potential for reducing CO2

emissions from both the electricity generator
and manufacturing industries.

Two projects have been approved recently
which will each reduce energy consumption
by over 30%, as well as cutting polluting
emissions such as CO, CO2 and NOx

significantly. One is at Jemeppe in Belgium
and the other at Tavaux in France. At

Solvay: Co-generation plant at Jemeppe, Belgium
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Renewable energy

Energy policy in Europe is moving to both
greater energy efficiency and lower carbon
intensity, with the European Commission
proposing a Community target of obtaining at
least 12% of energy from renewable sources
by 2010. While encouragement of renewable
energy varies considerably from one Member
State to another, several ERT members have
committed themselves to invest in the
technology needed to ensure that renewable
sources have the chance to become significant
economic options for future energy supply.

As part of an EU strategy to motivate action,
the ERT supports selective encouragement of
renewable energy sources, to help them cross
the thresholds to economic viability.

Iberdrola is undertaking an ongoing
programme to increase the proportion of
renewable energy used in its total production
mix. By the end of 1999, levels stood at
8,417 MW of Hydraulic and 675 MW of
other renewable energy sources
(minihydraulic, wind and biomass).

E.ON Energie, the electricity subsidiary of
E.ON, has a 49% stake in Siemens Solar
GmbH, one of the world’s leading
photovoltaic companies. A 1 MW rooftop
solar array at the New Munich Trade Fair
Center is the world’s largest photovoltaic
plant of its kind. This is only one example of
many, where E.ON Energie promotes the use
of renewable energies in Germany.

AtoFina, a subsidiary of TotalFinaElf, is one
of the main producers of fluorocarbons, and
is switching production from CFC to HFC
compounds as part of meeting Montreal
protocol obligations to protect the tropo-
spheric ozone layer. But HFC gases have high
global warming potential, so AtoFina has
developed and implemented an incineration
process at its Pierre Berritz plant in France to
ensure these gases are not emitted into the
atmosphere.

Another AtoFina example that is at the
development stage, is a process to avoid N2O
emissions during the production of fertilizers.
If the industrial feasibility of this process is
demonstrated, it will allow a major reduction
of emissions of this greenhouse gas.

A further example concerns a drive by Shell
to develop new fuels. As part of the
Californian Fuel Cell Partnership, the
company has opened its first hydrogen filling
station in Hamburg, Germany. It is also
examining the development of critical
elements of the hydrogen supply chain and
infrastructure through a network of partner-
ships established by Shell Hydrogen.

Another Shell company, Shell International
Renewables, is pursuing biomass and wind
projects, operating Europe’s largest photo-
voltaic manufacturing plant in Gelsenkirchen,
Germany, and initiating a major “solar
homes” project in South Africa.

Shell: Solar homes project in South Africa E.ON: Rooftop solar panel at the New Munich Trade Fair Center
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Wind power is fully renewable and is the
fastest growing source of electricity pro-
duction in the world. ABB has been a leading
supplier to the wind power industry for 20
years and currently has more than 7,000
generators in operation. In June 2000, the
company unveiled new technology that
makes wind farms competitive relative to
conventional large power plants, increasing
power output by up to 20%. The so-called
“Windformer” uses advanced cable techno-
logy originally developed for high-voltage
generators, which eliminates the need for a
number of components found in conventional
wind generation systems. As a result, the
Windformer requires neither a gearbox nor a

Shell International Renewables is
implementing a number of “SunStations”
around the world. The SunStation is a hybrid
renewable energy solution and energy
management system designed to deliver
commercial AC power to rural communities
that would otherwise rely on traditional fossil
fuels. For instance, a PV (photovoltaic)/LPG
SunStation in the Philippines currently
supplies renewable energy to a developing
community (ca. 10% of the electricity is
generated from LPG, the rest by PV). In
2001, a biomass generation unit, currently
under development and designed to run on
the waste coconut shells from local industries,
will replace the PV/LPG hybrid. The hybrid
can then be used to initiate energy services in
other unelectrified communities.

Shell is also developing a commercial solar,
biomass and wind energy business. In solar,
the emphasis is on manufacturing and
marketing to grid-connect industrial and rural
electrification customers. Shell International
Renewables operates photovoltaic manu-
facturing plants, and has operations in Africa,
Asia, Europe, and South America. In biomass,
the focus is on generating energy for
Northern European markets from sustainably
grown wood, and, in wind, on developing
offshore wind energy projects.

BP Solar has grown rapidly to become one of
the biggest global companies manufacturing
and supplying thin film solar panels. BP has
made a public commitment to expand this
business at least 10 fold between 1998 and
2008, if governments will ensure the
framework that will allow the potential for
this technology to be brought to market. BP
is demonstrating the potential for this
technology in a very visible way by using
solar panels extensively when redeveloping its
retail stations.

New ABB wind power technology making wind farms

competitive with conventional large power plants

BP: Service Station in Portugal using solar panels for energy
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A second example involves the Czech
Republic where the recent modernisation of a
cement plant at Cizkovice by Lafarge involved
the transfer of many climate-friendly techno-
logies which improved fuel efficiency and
reduced electrical consumption. Such techno-
logies are readily available, most are proven,
and all can be operated with the right staff
training. The main limiting factors are the
availability of local know-how and capital.
Lafarge does not consider the “additional”
technology in cement projects as the most
significant factor. In its opinion, every piece
of installed equipment has its own rationale
in economic and technical terms. The main
“additional” element is the extra capital,
time, human resources and training it takes to
add emissions-focused equipment to a project,
and make it function efficiently. Thus “know-
how” transfer is the important factor, rather
than “technology” transfer.

The Cizkovice modernisation brought this
issue to a head when Lafarge applied for
registration of the initiative as an Activities
Implemented Jointly (AIJ) project. Two years
of discussion was needed before the project
was approved as AIJ-compliant by the
Secretariat of the United Nations Framework
Convention on Climate Change (UNFCCC),
which accepted that any reduction in CO2

transformer, making wind farms more reliable
with lower electrical losses. Moreover, wind
farms can now be economically built in a
range from 6 megawatts to 300 megawatts or
more – equivalent to the output from a
medium-sized fossil-fuel power plant. The
cost of producing electricity also falls to levels
competitive with conventional power plants.

Technology Transfer

There is much misunderstanding of this issue,
and about how technology and its benefits
flow across companies and across national
borders. But it is clear that since climate
change is a global issue there is considerable
potential to improve both existing processes
in non-OECD countries and to help chart a
more energy efficient and less carbon
intensive path.

Foreign direct investment will be a key
catalyst for this process, but the Kyoto
mechanisms are intended to facilitate the flow
of technology and skills, and should therefore
be the focus of government support to deliver
the necessary operating framework.

Inclusiveness and pragmatism are two other
important principles which the ERT believes
can aid the effective implementation of the
Kyoto mechanisms. Examples from Latvia, the
Czech Republic and Slovakia demonstrate this.

The electricity subsidiary of E.ON, E.ON
Energie, and its local partner Latvenergo,
have unveiled two wind power generators
with an electric capacity of 600kW each at
Ainazi, Latvia, near the border with Estonia.
For E.ON Energie, the project serves as a
model for future involvement in renewable
energies in the Baltic region. This initiative is
being evaluated in the pilot phase of jointly-
implemented climate protection policies and
measures agreed on within the framework of
the International Climate Convention. Lafarge: Cement plant at Cizkovice in the Czech Republic
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emissions obtained over a certain level would
be credited. This level has been determined on
the basis of the current performance of the
cement industry in the Czech Republic.

An example from Norsk Hydro also
illustrates key points of effective technology
co-operation: close co-operation with local
partners, transfer of technology and
operational experience, financial support, and
providing sales and marketing expertise. The
Czechoslovakian aluminium company ZSNP
(Zavod Slovenskeho Narodneho Povstania),
now in Slovakia, made an agreement to buy
Hydro aluminium technology to replace the
old. After restructuring, a new company
called Slovalco was established and Norsk
Hydro was asked by the European Bank for
Reconstruction and Development (EBRD) to
enter the venture with equity, and provide
technical and commercial expertise and
experience. Two results of the new technology
and better operations are much improved
working conditions and the significant
reduction of emissions to air and water.

Central to BP’s work in the field of climate
change has been to explore cost effective
solutions to reduce greenhouse gas emissions.

This has been the driving force behind the
emissions trading approach to ensure that the
most cost effective options are taken up
across the businesses. Preliminary work by
the Green Operations Technology Network
shows that there are many economic
opportunities across all the business streams,
especially in the areas of improving energy
efficiency and reducing gas flaring.

Over 600 technology options to improve
environmental performance, many focused on
reducing greenhouse gas emissions, have been
put into the Environmental Options database.
As these options are identified and
implemented, BP is finding that the shape of
the curve of projected investments needed can
be pushed back, as a focus on greenhouse gas
emissions as business targets encourages more
innovation.

BP: a focus on reducing greenhouse gas emissions encourages

innovation, which in turn reduces the need for investment.
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The Kyoto Protocol establishes three market-based mechanisms which can be

used by governments and industry to facilitate achieving climate objectives by realising the

potential for cost effective solutions on a global basis. These are: Emissions Trading, Joint

Implementation, and the Clean Development Mechanism (CDM).

is designed to help the company meet its
commitment to reduce greenhouse gas
emissions by 10% from a 1990 baseline over
the period to 2010. In real terms, this
represents a reduction of about 40% based
on BP’s projected world-wide growth in the
coming decade. 

Fundamental to the BP approach is the
rigorous measuring and monitoring of
greenhouse gas emissions throughout the
company. As a result, each of the Business
Units has a soundly-based business target for
emissions reductions. A market-based trading
mechanism then enables the Business Units to
put a value on this target.

These factors ensure that a strong business
focus is applied to the greenhouse gas
emissions issue and that the initiative
motivates employees to find creative options
to meet the target. A Green Operations
Technology Network ensures that creative
solutions are shared, spreading best practice
and helping to meet targets throughout the
group. The knowledge gained is now being
shared with others, and BP is contributing to
an industry-wide initiative which began
recently in the UK.

In May 1999, 19 companies from 14
countries, belonging to EURELECTRIC, the
union of the electricity industry, launched a
simulation of CO2 and electricity trading
called GETS. A set of rules and reporting
guidelines was agreed in advance, and a

The ERT believes that these three mechanisms
should enable business and industry in
Europe to identify opportunities, implement
cost-effective approaches and reduce the risks
attached to new investments. It is therefore of
the greatest importance that governments
fully support the framework necessary to
allow these instruments to begin early
operation.

Arbitrary restrictions on their use and
cumbersome and costly administrative
procedures will simply ensure that the frame-
works do not achieve the real potential they
offer. The 6th Conference of the Parties to the
United Nations Framework Convention on
Climate Change (COP6), taking place in Den
Haag in November 2000, will give an
important signal to business and industry as
to whether governments are serious about
delivering the goals which they have publicly
espoused.

Several companies, including Shell, Lafarge
and BP, are already pushing ahead with
practical commitments to bring alive these
mechanisms. In one example, BP, working
with an American environmental group,
Environmental Defence, is operating a
comprehensive emissions trading system
across the Group world-wide, which will
include the Arco businesses by January 2001.

Launched across all BP’s Business Units in
January 2000, following a successful pilot
scheme involving 12 units in 1999, the system
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These involve rural electrification in South
Africa, Brazil and the Philippines, a flare
reduction project in Malaysia, geothermal
energy in Central America, pyrite replacement
in acid production in China, and development
of gas infrastructure in China and South
Africa.

Lafarge has a large on-going programme of
investment in developing countries. It
considers that the CDM can provide an
important incentive towards the
implementation of climate-friendly
technologies.

As part of the construction of a new cement
plant in Tetouan in Morocco, Lafarge is
working on the installation of a 10 million
euros wind farm to provide electricity to the
plant that will be used largely for grinding
and milling of raw materials and finished
product. The objective is to provide 70% of
the plant’s electric power needs, or around 10
MW, leading to a CO2 reduction of 25-30
thousand tonnes per year. Without the CDM,
such a project would not meet Lafarge’s
investment criteria. In co-operation with the
Moroccan and French authorities, Lafarge is
working to develop the necessary baselines,
monitoring and verification criteria to allow
the project to qualify under CDM rules.

virtual stock exchange was provided by Paris
Bourse S.A. Over eight weeks, 16 virtual
power companies simulated growing
electricity demand under a constraint of their
individual CO2 emissions, and traded both
CO2 and electricity. In the end, 14 of the 16
virtual companies managed to comply with
their emission objectives. This successful
exercise has been developed further during
2000 in the GETS II exercise, extending the
range of companies involved to beyond the
members of Eurelectric.

Shell has launched an emissions trading
system for its operating units in industrialised
countries listed in Annex 1 of the Kyoto
agreement (comprised of OECD and EU
countries as well as 9 countries from Central
and Eastern Europe and the Newly
Independent States). Shell is also using the
Clean Development Mechanism to involve its
non-Annex 1 operating units.

The system was launched in January 2000,
and involves some 20 operating units in
Europe, the USA, Australia and Canada
responsible for more than 60% of the
Group’s total Annex 1 emissions. All Shell’s
major business streams are involved.

Shell has already achieved a 13% reduction in
greenhouse gas emissions from its operations
over 1990 levels. This has been accomplished
through greater energy efficiency and changes
in operating practices.

The second part of this drive is the setting up
of a CDM demonstration programme, which
so far has identified eight potential CDM
projects in Africa, Asia and South America.

Lafarge: Design for the new cement plant in Tetouan, Morocco
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Chapter Five

ACHIEVING EFFECTIVE

IMPLEMENTATION



here is now a strong argument for developing the rules for each of

the Kyoto mechanisms as rapidly as possible so that many more companies can explore and

test them. Much of European business and industry was motivated by the decisions taken

in Kyoto and is keen to press ahead in the hope that this will promote its global

competitiveness. Early action needs to be encouraged.

T
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While the three mechanisms are clearly linked in objectives, and share many of the same issues
and characteristics, there are important differences.  But an early start to using each of the
mechanisms could play a significant role in advancing the goals of Kyoto, in engaging the non-
Annex 1 countries, and in providing a constructive basis for discussions on what may follow after
the Kyoto First Commitment Period.

The ERT believes that effective implementation of these mechanisms will depend on delegating
responsibility from governments (parties) to companies (entities) and on meeting certain
principles. It has identified ten:

• Certainty: any governance system needs to be long-term and predictable in order to facilitate
sound investment decisions.

• Compatibility: systems must be compatible.

• Cost-effectiveness: transaction costs must be kept to a minimum, thereby encouraging the
flexibility to deliver at lowest cost.

• Equivalence: credits for all three mechanisms need to be equivalent and tradable.

• Inclusiveness: participation should be as broad as possible to reduce costs and assure delivery.

• Flexibility: artificial restrictions should be avoided in order to maintain the basic attraction of
the mechanisms.

• Measurability: environmental objectives must be delivered and seen to be delivered.

• Pragmatism: early action by companies should be encouraged to develop momentum and to
“learn by doing”. Under no circumstances should targets be set which disadvantage proactive
companies and sectors.

• Simplicity: any system must be practical and simple if it is to work effectively.

• Transparency: monitoring and reporting should be based on sound criteria and methods, and
reported in a way that allows external scrutiny.
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Need for an early start

We believe that the starting date for Joint Implementation should be brought forward to allow
early recognition of credits, as for the Clean Development Mechanism. Also, emissions trading
pilot projects should be encouraged, so that “learning by doing” starts to take place.

Looking towards the UNFCCC negotiations

The annex to this Report sets out the ERT’s views on what COP6 should focus on in agreeing
rules for early implementation of the Kyoto mechanisms.
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Business and industry in Europe understand that meeting the emissions

reduction targets set at Kyoto will be challenging. But the framework we have set out

would establish a solid basis which should encourage business and industry to take early

action, and to help show “demonstrable progress” by 2005.

To succeed, the ERT believes that all sections of society – government, industry, academia,
consumers, non-governmental organisations and the media – must be engaged in common efforts
and programmes. To achieve “demonstrable progress” by 2005, as agreed to in Kyoto, early
momentum needs to be built now.

The ERT is convinced that the numerous commitments and agreements offered by energy-
intensive industry, together with the trading mechanisms, will be effective in changing behaviour.
Incentives, in our view, will always be much more effective than penalties.

As the examples cited in this report show, many companies are already acting voluntarily to
reduce greenhouse gas emissions. We believe that Europe has the will and capacity to build on
this.

Market distortions must be avoided so that companies may compete on a fair basis. But, equally,
market signals can also play a large part in encouraging companies to meet targets. 

If the Kyoto mechanisms are implemented as outlined in this report, it is the view of the ERT
that they are capable of offering both flexibility and efficiency in terms of how targets are met.
But delivery depends crucially on providing the appropriate framework and creating the right mix
of policies and measures.
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Promote agreements with business and industry in Europe to stimulate early and effective
action.

Treat all targets as equally binding regardless of how they are set.

Avoid market distortions so that companies can compete on a fair basis.

Clarify sound principles as quickly as possible, and preferably at the COP6 meeting in
November 2000, on which implementation of the Kyoto mechanisms can be based.

Encourage early application of emissions trading and the project mechanisms in order to
motivate business and industry, and promote “learning by doing.”

Avoid counterproductive actions which may penalise those willing to deliver early results
by setting targets that disadvantage them later.

Recognise the time scale needed to develop solutions and deliver the facilitating
infrastructure.

Consider a co-operative research programme with business, industry, and others to
accelerate the development and application of climate-friendly technologies.

Recognise and promote more clearly the potential for renewable technologies.

Work to gain public support for a range of climate change actions and avoid politicising
the issue.

1
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Specifically, the ERT makes ten recommendations of what EU Member States, working with the
European Commission, should do:
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2. JOINT IMPLEMENTATION AND THE

CLEAN DEVELOPMENT MECHANISM

“Share of the proceeds” of trading

There is no legitimate basis to consider
imposing a levy on Joint Implementation

There is a concern that the Clean
Development Mechanism would be at a
disadvantage compared with Joint
Implementation, because of the requirement
to use proceeds of CDM projects in an
adaptation fund. This is a rather perverse
reason to consider penalising JI projects by
such a levy. The aim should be to reduce
transaction costs for both JI and CDM
projects, and to ensure there are parallel rules
for both JI and CDM, so that emission
reduction units from both sorts of projects
will become tradable.

Restrictions on the types of project
and sorts of technology that may
be deemed eligible for inclusion in
the CDM

As long as a project reduces greenhouse gas
emissions (real, measurable and long-term)
according to accepted methodologies,
contributes to sustainable development and is
supported by the host country, it should be
eligible. However, a “fast track” route for
approval for certain project types would
provide clarity and reduce uncertainty for
project developers.

Some parties propose that the CDM should
be restricted to a positive list of “safe,
environmentally sound projects” based on 

ANNEX

1. EMISSIONS TRADING

Who should be allowed to trade?

Trading by companies (legal entities) should
be encouraged on a voluntary basis

Maximum flexibility and the lowest effective
cost to reduce emissions will accrue by
encouraging trading on the widest possible
basis. Encouraging companies to trade
through brokers in independent markets will
help ensure greater liquidity and price
transparency, and help to improve the
integrity of this as a commodity.

“Supplemental to domestic action”

The “hot air” issue should be addressed
directly without using quantitative ceilings

Emissions trading should be allowed to help
deliver compliance at the lowest cost. The
ERT supports the Kyoto principle that trading
should be “supplemental to domestic action”,
but considers that the EU’s “concrete ceiling”
proposal would be a damaging signal of
inflexibility to the market that would
compromise trading. It is clear that the
preferred way for any company to meet its
targets will be by investing to reduce
emissions directly, but trading will allow
crucial flexibility both to phase investments
and to supplement its own efforts to reduce
greenhouse gas emissions.

The issue of “hot air” during the first Kyoto
budget period needs to be addressed directly,
agreeing on rules that encourage sound
trading and ensure protocol integrity.

ERT Views on Policy Issues for Implementing

The Kyoto Mechanisms



Project Baselines

Baselines are best set on a project-by-project basis,
because this will ensure superior environmental
integrity. A sectoral, benchmark-based approach
may be helpful to making an early start for the
CDM by reducing transaction costs. The ERT
considers the key criterion for baselines should be
environmental additionality.

To qualify as a CDM project, a project must
result in “reductions in emissions that are
additional to any that would occur in the
absence of the certified project activity”. A
baseline is the level of emissions that would
have occurred without the project, often
referred to as a “business as usual” (BAU)
baseline. As expressed, such a baseline is
arbitrary and hypothetical – though the intent
is clear.

Judgement of what might have happened in
the absence of the project is at least
problematic, and opens prospects for quite
abstract debate. This is not a recipe for
establishing emission reduction credits – a
commodity that will have a specific financial
value, so that the baseline must be both
transparent and measurable.

The challenge is to make the intent
operational through practical methodologies
that meet performance criteria of transparent,
measurable and consistent rigour of
application. Transparency might be assisted
by using a benchmark approach, provided it
is consistent with host country social,
economic and technology trends.

“Financial additionality”

Financial additionality is unworkable and
undermines the concept of CDM based on
private sector investment. Private sector
financing is, by definition, additional and
separate from public sector contributions to
the UNFCCC Global Environment Facility
(which funds developing country projects that
have global environmental benefits), and does
not require any financial additionality test.

renewable energy, energy efficiency
improvements and demand-side management
in the important areas for project investment.
We believe that there are many
environmentally sound opportunities to
reduce greenhouse gas emissions using other
technologies and projects. To restrict access to
these opportunities would increase the costs
of meeting Kyoto commitments and be likely
to stifle innovation in seeking environmentally
sound projects.

“Sinks”: Should sink projects be
allowed under the CDM?

Sound projects based on carbon sinks should
be allowed under the CDM rules

Around 30% of the carbon accumulated in
the atmosphere over the period 1850-1990
came from land-use change. Including sound
sinks projects within the scope of CDM is an
opportunity to reverse this trend.

Sequestration of carbon through land use (e.g.
through soil or forest management) is
particularly important for the world’s least
developed economies. Credit for sequestration
would promote sustainable development
through reforestation of degraded land, create
rural jobs, and take pressure off virgin
forests, thereby supporting watershed
management and flood control, as well as
protecting biodiversity.

Selecting Projects

It is important to design a market mechanism
around an understanding of how competitive
markets can help drive a search for better
solutions and efficient use of resources. This
requires a governance approach to encourage
“learning by doing”.

The acid tests of a project are that it will
contribute to the sustainable development of
the host country, as well as being compatible
with national needs and priorities.
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Business and industry across Europe recognise that the costs of inaction to
combat climate change may well outweigh the costs of mitigation efforts
now. They accept that they have a key role to play in mitigating climate
change, and want to be part of this process - by improving their own
efficiency, and by bringing new technologies to market that offer more
efficient options.

The ERT sees emissions trading as an important element encouraging
efficiency and providing incentives for business and industry in an overall
framework of policies designed to encourage all sectors of the economy to
reduce GHG emissions. It is therefore a vital element of involvement and
motivation. Without trading, environmental results will be less.

The ERT supports this learning by doing approach put forward in the
Green Paper and considers an EU trading scheme a useful tool in this
context. Any EU scheme should be compatible with the international
system to be put in place by 2008.

The ERT agrees with the general presentation of the interest of emissions
trading presented in the Green Paper. It supports the following general
criteria for a trading scheme:

- Absolute as well as relative targets should be accepted.
- Allocation method should be fair and rules must be made such that they

are acceptable under State Aid provisions.
- Auctioning is not acceptable as it represents an additional and unfair

burden to industry that will not help combat climate change.
- Tax rules applicable to emissions trading should be harmonised at EU

level to equalise trading conditions for all participants.
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In order to get a real “learning by doing” process, other flexible
mechanisms must also be available to industry and no limitation on the
types of projects should be imposed as long as they contribute to reducing
GHG emissions.

National trading schemes should start as soon as possible. The broader, the
better, therefore these national schemes should be interconnected. The
European Union should establish a general framework for such schemes as
soon as possible.

�� &RPPHQWV� RQ� WKH� WHQ� VSHFLILF� TXHVWLRQV� UDLVHG� E\� WKH�*UHHQ
3DSHU

Comments must be seen in the context of the previous general points.

4XHVWLRQ�����:KLFK�VHFWRUV�VKRXOG�EH�FRYHUHG�E\�HPLVVLRQV�WUDGLQJ�ZLWKLQ
WKH�&RPPXQLW\"�'R�WKH�/&3�DQG�,33&�'LUHFWLYHV�RIIHU�D�XVHIXO�VWDUWLQJ
SRLQW�IRU�GHILQLQJ�WKH�VHFWRUDO�FRYHUDJH�RI�D�&RPPXQLW\�HPLVVLRQV�WUDGLQJ
V\VWHP"

“The scheme should start with a relatively small number of sectors that
contribute significantly to total GHG emissions. However, emissions
trading should be progressively extended to any sector that can contribute
towards mitigating GHG emissions, even if not covered by European
Union directives.”

4XHVWLRQ�����6KRXOG�WKHUH�EH�D�FRPPRQ�HPLVVLRQV�WUDGLQJ�VFKHPH�ZLWKLQ
WKH� (XURSHDQ� &RPPXQLW\� IRU� FHUWDLQ� VHFWRUV� LQ� WKH� LQWHUHVW� RI� IDLU
FRPSHWLWLRQ��PD[LPXP�WUDQVSDUHQF\�DQG�OHJDO�FHUWDLQW\�IRU�FRPSDQLHV"

“For the sake of maximum transparency and simplicity, a common
emissions trading scheme within the European Community is desirable,
rather than national systems, but it is not essential.
Activities under the EU scheme should be recognised at Member State
level.”

4XHVWLRQ�����:RXOG�WKH�IOH[LELOLW\�RIIHUHG�E\�D�FR�RUGLQDWHG�VFKHPH�VXFK
DV� ³RSWLQJ�LQ�RSWLQJ�RXW´� EH� FRPSDWLEOH� ZLWK� WKH� UHTXLUHPHQWV� RI� WKH
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LQWHUQDO�PDUNHW��RU�ZRXOG�DQ\�DGYDQWDJHV�RI�VXFK�IOH[LELOLW\�EH�RXWZHLJKHG
E\�LQFUHDVHG�FRPSOH[LW\"

“The flexibility offered by “opting-in”/“opting-out” schemes would create
complexity and could pose problems for companies operating in different
countries. Therefore the goal should be to have a common scheme.
However, any delay to agree such a scheme would be harmful to the
environment, so it would probably be more practical to start by defining
minimum requirements in terms of target setting, trading units, monitoring,
verification, etc.”

4XHVWLRQ�����:KDW�VFRSH�LV�WKHUH�IRU�LQGLYLGXDO�0HPEHU�6WDWHV�WR�LQFOXGH
PRUH�VHFWRUV�LQ�WKHLU�GRPHVWLF�WUDGLQJ�VFKHPH�WKDQ�PLJKW�EH�FRYHUHG�E\�D
&RPPXQLW\�VFKHPH"

“Member States should be allowed to include any sectors in the trading
scheme, providing that the necessary minimum requirements can be met.”

4XHVWLRQ� �� �� 6KRXOG� WKH� RYHUDOO� DPRXQW� RI� DOORZDQFH� DOORFDWHG� WR� WKH
WUDGLQJ� VHFWRU� LQ� HDFK� 0HPEHU� 6WDWH� EH� VXEMHFW� WR� DJUHHPHQW� DW
&RPPXQLW\�OHYHO"

Given the different national targets and the different starting points of
national sectors, agreement at Community level would seem unlikely.
Therefore, the amount allocated (targets set) should at least be transparent
and justified by the Member State concerned.

4XHVWLRQ� �� �� 6KRXOG� WKH� ZD\� LQ� ZKLFK� DOORZDQFHV� DUH� DOORFDWHG� WR
LQGLYLGXDO�FRPSDQLHV�EH�WKH�VXEMHFW�RI�DJUHHPHQW�DW�&RPPXQLW\�OHYHO"�2U
GR�\RX�FRQVLGHU�GHWDLOHG�JXLGHOLQHV�EDVHG�RQ�WKH�6WDWH�DLG�SURYLVLRQV�DQG
RWKHU�UXOHV�RI�WKH�7UHDW\�WR�EH�VXIILFLHQW�WR�VDIHJXDUG�IDLU�WUHDWPHQW"

“Agreement at Community level would be optimal, but is not necessary.
The allocation method (target setting) should be subject to certain
minimum requirements (as mention in the answer to qu. 3). These would
probably take the form of guidelines based on the�State aid provisions and
other rules of the Treaty.”
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4XHVWLRQ� �� �� ,V� LW� DJUHHG� WKDW� D� EDODQFH� KDV� WR� H[LVW� EHWZHHQ� VHFWRUV
HQJDJHG�LQ�HPLVVLRQV�WUDGLQJ�ZLWKLQ�WKH�&RPPXQLW\�RQ�WKH�RQH�KDQG��DQG
QRQ�WUDGLQJ�SROLFLHV�DQG�PHDVXUHV�DSSOLHG�WR�RWKHU�VHFWRUV�RQ�WKH�RWKHU"

“An equitable system needs to be put in place, but that applies more to the
target setting between sectors than to the trading vs. non-trading sectors.”

4XHVWLRQ��� ��+RZ�FDQ� HQYLURQPHQWDO� HIIHFWLYHQHVV� �LQ� WHUPV�RI� IXOILOOLQJ
WKH� .\RWR� 3URWRFRO¶V� FRPPLWPHQWV�� DQG� WUDQVSDUHQF\� EH� VDIHJXDUGHG
XVLQJ� D� PL[� RI� HPLVVLRQV� WUDGLQJ�� HQHUJ\� WD[HV� DQG� HQYLURQPHQWDO
DJUHHPHQWV�ZLWK�WDUJHWV�EDVHG�RQ�HQHUJ\�HIILFLHQF\�SHU�XQLW�RI�RXWSXW"

“A unit-based target can be environmentally more stringent than an
absolute target. The risks to the national or EU target of overshooting by
the trading sector of industry with relative targets should not be
exaggerated. After all, most of rest of the economy will not have absolute
caps either.
The target setting will have to prove its validity through its achievement
over time and should be reviewed from time to time.  A prerequisite to this
is a sound and transparent monitoring system.”

4XHVWLRQ� �� �� $UH� WKH� FXUUHQWO\� DYDLODEOH� LQVWUXPHQWV� �0RQLWRULQJ
0HFKDQLVPV�� LQIULQJHPHQW� SURFHGXUHV�� VXIILFLHQW� RU� VKRXOG� DGGLWLRQDO
WRROV� EH� GHYHORSHG� LQ� RUGHU� IRU� WKH� &RPPXQLW\� WR� DGHTXDWHO\� DVVHVV
FRPSOLDQFH�LQ�WKH�FRQWH[W�RI�HPLVVLRQV�WUDGLQJ�ZLWKLQ�WKH�&RPPXQLW\"

“Currently available instruments are sufficient.”

4XHVWLRQ������'R�WKH�HOHPHQWV�RI�FRPSOLDQFH�DQG�HQIRUFHPHQW�PHQWLRQHG
DERYH�ZDUUDQW� FR�RUGLQDWLRQ� RU� KDUPRQLVDWLRQ� DW�&RPPXQLW\� OHYHO�� DQG
ZKLFK�HOHPHQWV�DUH�PRUH�DSSURSULDWHO\�XQGHUWDNHQ�E\�PHPEHU�6WDWHV"

“Member States should be fully responsible for compliance with their
commitments in the EU bubble. Therefore Member States should assume
responsibility for the entities under their authority that they have allowed
to trade. Moreover, they should guarantee the validity of their duly
certified emission reductions.”
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• The EU Committee of the American Chamber of Commerce (EUC) welcomes the European Commission's
Communication proposing a European Climate Change Programme (ECCP) and the accompanying Green Paper on
Emission Trading. In particular, we praise the European Commission's recognition of the need to prepare a long-term
strategy for addressing climate change, the integral role of emissions trading and the need to use all the tools at the
Commission's disposal.

• These two policy papers set the ground for more solid policy developments to tackle the climate change challenge.

• This paper provides the EUC views on the Communication and addresses in particular the issue of Emissions Trading
(ET). It also summarises the more general views of the EUC on the issue of Climate Change.

&OLPDWH�&KDQ]H�3ROLF\��2ELHFWLYHV��3ULQFLSOHV�DQG�5HVSRQVLELOLWLHV

• The EUC recognises the importance of addressing climate chapga and the important role that the European Union plays
in driving the climate change agenda on the world stage. The EUC is eager to contribute positively to providing
solutions for tackling the climate change challenge.

• Climate change is a JOREDO�LVVXH�- national borders are of little relevance. Any action taken at EU level must take into
consideration the international dimension.

• Climate change goes well beyond being just an environmental issue; it has enormous economic and social implications
as well. ,W� LV�D�6XVWDLQDEOH�'HYHORSPHQW� issue and therefore the economic, social and ecological challenges that it
involves need to be dealt with simultaneously. In particular, the following aspects of these three dimensions should be
considered:

7KH�(8�&RPPLWWHH�RI�WKH�$PHULFDQ�&KDPEHU�RI�&RPPHUFH�LQ�%HOJLXP�$6%/�9=:
$YHQXH�GHV�$UWV�����%WH����%������%UXVVHOV��%HOJLXP
7HOHSKRQH����������������)DFVLPLOH����������������%DQN����������������(�PDLO��(8&2SRVWO�DPFKDP�EH
:HE�VLWH��KWWS���ZZZ�HXFRPPLWWHH�EH
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� (QYLURQPHQWDOO\��climate change will never be effectively tackled if the issue is not addressed at the global level
with participation by all nations. It is extremely important that developed and developing countries agree on
proposed recommendations and commit themselves to implementation.

- (FRQRPLFDOO\��co-ordination with the EU’s major trading partners is critical if action is to be effective. Unilateral
action by the EU could harm the competitiveness of the European business community and its ability to channel
resources into forward-looking solutions. Flexibility in implementation, as well as a long-term perspective, are
essential factors in ensuring that costeffective reductions are achievements.

- 6RFLDOO\�� it is essential that all stakeholders are involved in finding practical solutions. In both industrialised and
developing countries consumers and the general public must be well informed. They should also be aware of the
impact of Climate Change Policy measures on their lifestyle, and conscious that their individual choices determine
a large share of the total C02 emissions (transport, households, etc. account for about 50% of C02 emissions).

Therefore, it is the responsibility of all stakeholders to encourage the development of pragmatic public policies that
achieve verified GHG emission reductions without jeopardising global equity, economic growth or competitiveness.
Business has a critical role to play in this process and will take all economically sound steps to further reducing GHG
emissions by designing, developing, producing and deploying climate friendly technologies, implementing
cost-effective manufacturing processes and operational strategies with improved energy efficiency.

7KH�(XURSHDQ�&RPPLVVLRQ�&RPPXQLFDWLRQ�RI�0DUFK�����

The EUC recognises the importance of such a policy paper in the efforts of the EU to work on the practical steps to
meet the target agreed under the Kyoto Protocol. It should be remembered that the implementation of any policy
measures should follow the Kyoto Protocol ratification process.

Specific comments on the proposed policy and measures as listed in the ECCP:

1.    Proposed sectoral measures

- 7UDQVSRUW�UHODWHG�measures:

As far as energy use in transport is concerned, it should be stressed that the current trends in tighter environmental
legislation and in technological development (i.e. fuel quality specifications, fuel cell cars, end-of-life vehicles, etc.) are
demanding more and more energy intensive manufacturing processes, resulting in higher C02 emissions. These
specifications should be taken into account in planning and coordinating the policy measures.

�
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Any recommendation in this area should not mandate or imply specific preferences that might limit
industry’s ability or flexibility to choose appropriate means of transportation for both goods and
passenger transport. Moreover, measures should not lead to further distorting of competition and/or
carry crosssubsidisation between modes.

Finally, a range of options should be considered in addressing aviation emissions consistent with the
efforts of ICAO. The proposed EU focus on pricing and economic instruments should be expanded to
include additional approaches such as operation measures and broad emissions trading.

- (QHUJ\�related policies and measures:

The EUC welcomes the willingness of the European Commission to promote HQHUJ\� HIILFLHQF\
measures as proposed in the Communication and waits for a well co-ordinated and balanced
implementation of the "Energy Efficiency" Action Plan as unveiled in April. The EUC will provide
further comments on this
particular point once the practical implementation measures of the Action Plan are communicated.

Energy efficiency related to the GRPHVWLF� VHFWRU� should be encouraged further. This area has an
incredible potential for incremental improvements. Small incremental steps should not be disregarded.

- ,QGXVWU\�

EU policy must safeguard the competitiveness of EU business and therefore not increase the burden of
costly compliance measures compared to other markets world-wide.

The EUC understands the need to propose policies and measures for all gases referred to in the Kyoto
Protocol. However, any policies and measures related to fluorinated gases should be centred on
reducing emissions of these gases, and not on eliminating the gases since this was never intended by the
Kyoto Protocol.

- $JULFXOWXUH��The Communication does not refer to specific measures related to this sector. We
challenge the European Commission to be more creative and innovative in integrating climate
change policy into agricultural policy.

It should be re-emphasised that equilibrium must be found between measures addressed to the industrial
and non-industrial sectors, in consideration of the low proportion of industry emissions against the total.

3



-XO\���������
&OLPDWH�&KDQJH

2. Proposed cross-sectoral measures:

- )LVFDO�PHDVXUHV�

The Communication refers to a number of fiscal measures. As already pointed out in other position papers,
the EUC believes that additional taxation has never been a long-term effective instrument as it seriously hurts
industrial competitiveness in the short-term and may discourage investments in GHG emission reductions
projects. In particular, energy tax, considering the low elasticity of demand, does not deliver the promised
environmental improvements.

With regard to using fiscal incentives in the transport sector, the EUC would only support measures that
would not increase the current tax burden to motor vehicle users and consequently lead to greater
convergence in the effect of fiscal instrument used by individual EU Member States.

- 5HVHDUFK��The EUC welcomes the European Commission’s willingness to encourage further research
efforts related to climate change.

3. International co-operation:

The EUC is keen to see further promotion of international co-operation on capacity building and technology
transfer. The European Commission should put forward innovative and pragmatic proposals.

7KH�3URSRVHG�('�(PLVVLRQV�7UDGLQ]�6FKHPH

The Kyoto Protocol allows for the use of the following three flexible mechanisms: international emissions
trading, joint-implementation (JI) and the clean development mechanism (CDM).

In the Green Paper, the European Commission considers the possibility of an EU Emissions Trading (ET)
scheme and notes the potential benefits as well as complex issues that need to be addressed. While the EUC
is willing to participate in the consultation process, we believe that some of the proposed options should be
reconsidered.

Emission Trading

The Green Paper on ET is aimed at launching an EU scheme before the Kyoto Protocol’s entry into force.
The Commission sees this as a "learning by doing" exercise which should give considerable benefits after.

ET does not reduce GHG emissions in itself but is an instrument which increases the efficiency of abatement.
Industrial reduction of GHG emissions will be achieved through:

- Investments operated by companies to increase energy efficiency. - Development of new technology for
improved processes. - Innovation and manufacturing of climate-friendly products.

�
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- Less carbon-intensive energy production.

International Emissions Trading, Joint-Implementation (JI), the Clean Development Mechanism (CDM), use of sinks
and source reductions are all recognised as legitimate means of achieving Kyoto Protocol targets. The EUC believes
that the Commission initiative to put in-place a pilot scheme by 2005 to gain experience with emissions trading is
worth exploring provided that it remains compatible with an international ET scheme and is not viewed as a substitute
for access to broader trading opportunities.

The Commission should ensure the full involvement of EU Member States in the exercise, consistent with their ultimate
responsibility of compliance with the Kyoto Protocol. This will also help to clarify the different national approaches to
the issue.

ET should be considered as an integral part of the EU strategy for meeting its GHG emission reduction goal and should
not be singled-out for special limitations or quantitative caps. The EUC is of the opinion that voluntary negotiated
agreements are also an essential element and that all policy tools should be considered.

Principles and features for an EU ET scheme

An EU ET scheme should be kept simple and allow for maximum flexibility.

Participants should include all EU countries with quantified emission commitments and be opened to all sectors and
companies. An EU ET scheme should QRW�EH�OLPLWHG� to specific sectors but should be open to any entity that emits
GHG emissions.

Tax rules applicable to ET, if any, should be harmonised at EU level to equalise trading conditions for all participants.

The scheme should offer a number of options from which sectors or firms could choose:
- Sectors and/or firms with an absolute declining emission cap.
- Sectors and/or firms with energy efficiency per unit output targets under negotiated agreements.
- Sectors and/or firms which carry out emission reduction projects internally or in co-operation with other trading
partners.

Proposals such as the UK emissions trading pilot scheme support this approach. This seems to provide sufficient
flexibility to participants in meeting their targets.

Emission reductions achieved by companies in an EU Member State should be credited regardless of the overall
compliance of that particular Member State.

Therefore, even though the EU Member States have committed to an overall emissions reduction objective, QR
DEVROXWH�FDS�VKRXOG�EH�LPSRVHG�RQ�SDUWLFXODU�VHFWRUV�RU�FRPSDQLHV�

5
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� $OO�VL[�*+*�JDVHV�referred in the Kyoto Protocol should be included.

• 0RQLWRULQJ�DQG�HQIRUFHPHQW�procedures should be established that are consistent with international
emissions trading guidelines and reinforced by:
- The establishment of an international emission-registry to which EU emission transfers would be
reported.
- The consideration of different levels of enforcement.

• The Kyoto Protocol provides for Parties to combine their efforts to implement their policies and
measures. Credits earned through CDM and JI should be eligible for emissions trading and units from
all three mechanisms should be equally weighted with no premium or discount associated with verified
tons of carbon equivalent reductions, or enhancement of sinks.

• (DUO\�DFWLRQV�by business prior to the entry into force of the Kyoto Protocol should be acknowledged
and taken into considerations in the allocation of allowances. The reference period must be the 1990
reference of the Kyoto Protocol.

Conclusion

• 6XVWDLQDELOLW\� requires a careful consideration and a balancing act of all three elements of the triple
bottom line; if we focus only on the environment and fail to deliver on the economic and social fronts,
we will have missed the whole point of becoming a sustainable society.

• We urge the European Commission not to disregard VPDOO�LQFUHPHQWDO�VWHSV��A general framework
should be conducive to efficient incremental steps.

• Policy-makers and business alike should not be blinded by over-ambitious and possibly ineffective
policy orientations.

• Finally, although we recognise that most actions will be implemented in Member States, we encourage
the European Commission to continue to play the vital role of assuring the FR�RUGLQDWLRQ�of policy that
is essential to achieve the overall common goal - reducing GHG emissions for a better and more
sustainable future.

The EU Committee is the key organization in Europe representing the views of European companies of
American parentage. Its member companies are drawn from a broad cross-section of the European business
community and typically are present in most Member States of the European Union. As such, it represents
some of the earliest and most committed business supporters of the European ideal and, in particular, of the
Single Market concept.

�
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7KH��*UHHQ�3DSHU�RQ�*UHHQKRXVH�JDV�HPLVVLRQV�WUDGLQJ�ZLWKLQ�WKH
(XURSHDQ�8QLRQ
&20��������

����������

83'$7('�(X/$�326,7,21�3$3(5
���������

�WR�IROORZ�XS�DQG�UHSODFH�(X/$�SRVLWLRQ�GDWHG����������

��� -XVW�D�IHZ�ZRUGV�DERXW�WKH�OLPH�LQGXVWU\

- 7KLV��SULPDU\�LQGXVWU\�LV�HVVHQWLDO�IRU�WKH�PDNH�XS�RI�VWHHO��SDSHU��DQG�IRU�HQYLURQPHQW
SURWHFWLRQ�LQ�DJULFXOWXUH��ZDWHU�DQG�JDV�WUHDWPHQWV��,W�LV�D�EDVLF�SURGXFW�IRU�PDQ\
FKHPLFDO�UHDFWLRQV�DQG�IRU�DOO�FRQVWUXFWLRQ�DQG�FLYLO�ZRUNV�

- 0DNLQJ�OLPH�LV�DQ�HQHUJ\�LQWHQVLYH�SURFHVV��(QHUJ\�FRQVXPSWLRQ�LV�D�FUXFLDO
FRPSHWLWLYHQHVV�IDFWRU�ZKLFK��DFFRXQWV�IRU�XS�WR�����RI�WKH�UXQQLQJ�FRVW�

- /LPH�WUDGLQJ�LV�VXEMHFW�WR�D�VHYHUH�FRPSHWLWLRQ�DW�ERWK�QDWLRQDO��DQG�LQWHUQDWLRQDO�OHYHO�

- 7KH�OLPH�LQGXVWU\�LV�VXEMHFW�WR�WKH�,33&�GLUHFWLYH�

��� 7KH�OLPH�EXVLQHVV�DQG�LWV�VSHFLILF�VLWXDWLRQ�ZLWK�UHJDUGV�WR�&2ð�HPLVVLRQ

- 7KH�OLPH�LQGXVWU\�LV�IDFLQJ�WZR�W\SHV�RI�&�ð�HPLVVLRQV��

½ 7KH�&�ð�IURP�WKH�SURFHVV�LWVHOI�GXH�WR�OLPHVWRQH�GHFDUERQDWLRQ�
½ 7KH�&�ð�IURP�FRPEXVWLRQ�RI�IRVVLO�IXHOV�

- ,Q�WKH�:HVWHUQ�SDUW�RI�(XURSH��VLJQLILFDQW�UHGXFWLRQ�RI�&2ð�HPLVVLRQV�KDYH�EHHQ�DFKLHYHG
LQ�WKH�����������SHULRG�LQ�RUGHU��WR�UHGXFH�HQHUJ\�FRVWV���WKDQNV�WR�VSHFLILF�LQYHVWPHQWV
UHODWHG�WR�HQHUJ\�FRQVXPSWLRQ�DIWHU�WKH�RLO�FULVLV�

- )URP�WKH�HDUO\�����V�DQG�XS�WR�QRZ��(�8��EDVHG�FRPSDQLHV�KDYH�VHWWOHG�LQ�WKH�(DVWHUQ�SDUW
RI�(XURSH�DQG�H[SRUWHG�WKHLU�WHFKQRORJLHV��NQRZ�KRZ��DQG�PDQDJHPHQW�PHWKRGV�WR�EULQJ
WKHUH��RXWVWDQGLQJ�LPSURYHPHQWV�IRU�WKH�UDWLRQDO�XVH�RI�HQHUJ\�DQG�FRQVHTXHQWO\�UHGXFHG
ORFDO�&2ð�HPLVVLRQV�
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- 7KH�UHGXFWLRQ�RI�&2ð�HPLVVLRQV�E\�WKH�XVH�RI�E\�SURGXFWV�DV�DQ�HQHUJ\�VXEVWLWXWHV�LQ�OLPH
NLOQV�LV�WHFKQLFDOO\�IHDVDEOH�EXW�LW�LV��LQ�SUDFWLFH��OLPLWHG�LQ�RUGHU�WR�VDYH�WKH�UHTXLUHG�OLPH
VWDQGDUGV�RU�SUHYHQW�SURGXFW�TXDOLW\�DOWHUDWLRQV�

- 7KH�&2ð�HPLVVLRQ�OHYHO� LV� OLQNHG�WR�WKH� OLPH�SURGXFWLRQ�OHYHO��,Q�JOREDO�WHUPV�WKH�PDUNHW
SRWHQWLDO�JURZWK�WUHQG�LV�H[SHFWHG�WR�EH�VWDEOH�LQ�WKH�FRPLQJ�\HDUV�FRQVLGHULQJ�WKDW�

½ 7KH�WUDGLWLRQDO�PDUNHWV�DUH�VORZLQJ�GRZQ��VWHHO��FRQVWUXFWLRQ��«�
½ 7KH�QHZ�PDUNHWV�DUH�JURZLQJ�XS��LQ� WKH�HQYLURQPHQW�SURWHFWLRQ�DSSOLFDWLRQV� VXFK�DV

WKH�JDV�GHVXOIXUDWLRQ��WKH�FKORULQH�DQG�IOXRU�FDSWXUHV��WKH�WUHDWPHQW�RI�GULQNLQJ�ZDWHU�
VHZDJH� VOXGJHV� DQG� LQGXVWULDO� HIIOXHQWV�� LQ� SDSHU� PDQXIDFWXULQJ�� RU� LQ� WKH� VRLO
VWDELOLVDWLRQ�WHFKQRORJ\��«��

��� &2ð�HPLVVLRQ�UHGXFWLRQ�WDUJHWV�DQG�OLPLWV

- 7KH� ODUJHVW�&2ð�HPLVVLRQ�UHGXFWLRQ� LV� H[SHFWHG� WR�EH�DFKLHYHG� IURP�FXUUHQW� DQG� FRPLQJ
LQYHVWPHQWV� PDGH� LQ� WKH� HDVWHUQ� FRXQWULHV� E\� WKH� (�8�� EDVHG� OLPH� FRPSDQLHV�� ,W� ZLOO
GUDVWLFDOO\�LPSURYH�LQ�WKHVH�DUHDV��SURGXFW�TXDOLW\�DQG�HQHUJ\�HIILFLHQF\��6LPLODU�VLWXDWLRQ
LV�SURRYHG�RU�H[SHFWHG�LQ�WKH�PHGLWHUDQHDQ�DUHD�DQG�LQ�1RUWK�DQG�6RXWK�$PHULFD�

- 7KH�OLPH�LQGXVWU\�LV�H[SHULPHQWLQJ�DQG�JDLQLQJ�H[SHULHQFH�LQ�WKH�SDUWLDO�XVH�RI�VHFRQGDU\
IXHOV��DV�DQ�DOWHUQDWLYH�WR�WKH�XVH�RI�IRVVLO�IXHOV�

- $SDUW� IURP� WKH� FDOFLQDWLRQ� NLOQ� SURFHVV� ZKHUH� WKHE� HQHUJ\� HIILFLHQF\� LV� FORVH� WR� WKH
WKHRUHWLFDO�RSWLPXP��WKH�LQGXVWU\�LV�ORRNLQJ�IRU�IXUWKHU�EXW�PDUJLQDO�HQHUJ\�VDYLQJV�LQ�LWV
DQFLOODU\�LQVWDOODWLRQV�

- (XOD�LV�LQ�IDYRXU�RI�VHFWRULDO�YROXQWDU\�DJUHHPHQWV��SDUWLFXODUO\�EHFDXVH�RI� �WKHLU�VSHFLILF
REMHFWLYHV�� FRQVLGHULQJ� SURYHQ� SRVLWLYH� H[SHULHQFHV�� RQ�JRLQJ� QHJRFLDWLRQV� DQG� IXUWKHU
SHQGLQJ�DJUHHPHQWV�

��� (X/$�FRQVLGHUDWLRQV�DERXW�*(76

- 7KH� OLPH� LQGXVWU\� LV� ZLOOLQJ� WR� SDUWLFLSDWH� LQ� WKH� *DV� (PLVVLRQV� 7UDGLQJ� 6\VWHP
�*(76��

- 7KH� OLPH� LQGXVWU\� LV� ORRNLQJ� IRU� D� FRPPRQ� V\VWHP�� GHFLGHG� DW� (8� OHYHO�� WR� EH� DV
PXFK� KDUPRQLVHG� DV� SRVVLEOH� DW� LQWHUQDWLRQDO� OHYHO�LQFOXGLQJ� ((6�FRXQWULHV� DQG
FDQGLGDWHV�FRXQWULHV�WR�WKH�(8��

½ WR�SUHYHQW�FRPSHWLWLRQ�GLVWRUWLRQ�LQ�WKH�(8�DQG�EHWZHHQ�WKH�(8�FRXQWULHV
DQG�HPHUJLQJ�FRXQWULHV

½ WR� DYRLG� XQH[SHFWHG� RU� XQIDLU� QDWLRQDO�� UHJLRQDO� RU� VXE�UHJLRQDO
JRYHUQHPHQWDO�GHFLVLRQV

- 7KH�*(76�DSSOLFDWLRQ� VKRXOG� VWRS�RU� FDQFHO�SHQGLQJ�RU� H[LVWLQJ�EXUGHQ�PHDVXUHV
VXFK�DV�HQHUJ\�WD[DWLRQ�
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- 7KH�*(76�VKRXOG�EH�DFFHVVLEOH�DW�FRPSDQ\�OHYHO�DQG�VKRXOG�DYRLG�QXPHURXV��KHDY\
RU�H[SHQVLYH�DGPLQLVWUDWLYH�IUDPH�DQG�VWUXFWXUHV�

- 7KH�*(76�VKRXOG�DOORZ�H[FKDQJHV�ZLWKRXW�SD\PHQW�ZLWKLQ�D�JURXS�RI�FRPSDQLHV�

- $� &($&� ©�� &RPSDQ\� (PLVVLRQ� ([FKDQJH� $FFRXQWDQF\� &RXQWHUª� LQFOXGLQJ
LQYHQWRU\�UHSRUWLQJ�FRQWURO� PHDVXUHV� VKRXOG� LQVLGH� D� JLYHQ� JURXS� RI
FRPSDQLHV�DOORZV��

½ 7KH�RSWLRQ�WR�EDODQFH�&2ð�HPLVVLRQ�UHGXFWLRQV�RU�LQFUHDVHV�SHUIRUPHG
ZLWKLQ�WKH�JURXS�ZLWKRXW�KDYLQJ�WR�EX\�RU�VDOH�HPLVVLRQ�SHUPLWV�ORFDOO\

½ 7KH�RSWLRQ�WR�WXQH�WKH�EHVW�SRVVLEOH�LQYHVWPHQW�LQ�WKH�EHVW�SRVVLEOH�SODFH�WR
PDWFK�WKH�EHVW�SRVVLEOH�UHWXUQ�RQ�LQYHVWPHQW�LQ�UHODWLRQ�ZLWK�&�ð�HPLVVLRQ
PDQDJHPHQW

- 7KH�*(76�VKRXOG�ZHOFRPH�60(¶V�KDYLQJ��D�IHZ�WHQ�WKRXVDQG�WRQV�RI�&2ð�\HDU�

- 7KH�*(76�VKRXOG�FRQFHQWUDWH�ILUVW�RQ�&2ð�DQG�SURJHVVLYHO\�DW�D�ODWHU�VWDJH�LQFOXGH
DOO�JUHHQ�KRXVH�JDVHV�

- 7KH�OLPH�LQGXVWU\�GUDZV�WKH�DWWHQWLRQ�RQ��WKH�LQFRKHUHQFH�EHWZHHQ�D�©�%XUGHQ
6KDULQJ�ª�DW��0HPEHU�6WDWHV�OHYHO��DQG�D�©�6HFWRULDO�$SSURDFK�ª�WR�EH�KDUPRQLVHG�DW
(8�OHYHO��7KLV�GRXEOH�DSSURDFK�DSSHDUV�WR�EH�D�PDMRU�KDQGLFDS�WR�DFKLHYH�D�JOREDO�
LQWHJUDWHG�DQG�HIILFLHQW�WUDGLQJ�V\VWHP�ZKLFK�WDNHV�LQWR�FRQVLGHUDWLRQ�WKH�UHDO
SRWHQWLDO�RI�HDFK�VHFWRU�IRU�&2ð�UHGXFWLRQ�

- �7KH�DOORFDWLRQ�RI�HPLVVLRQ�DOORZDQFHV�WR�FRPSDQLHV�VKRXOG��

½ EH�KDUPRQLVHG�DW�(8�OHYHO��GHILQLWLRQV��UXOHV�RI�WKH�JDPH��«�
½ EH�JUDQWHG�DW�QDWLRQDO�OHYHO
½ EH�QRWLILHG�DW�(8�OHYHO�IRU�FRQWURO
½ EH�EXLOG�XS�RQ�HTXLW\
½ SUHYHQW�ORVVHV�RI�FRPSDQLHV�FRPSHWLWLYLW\
½ WDNH�KLVWRULFDO�EDFNJURXQG�LQWR�DFFRXQW
½ WDNH�LQWR�DFFRXQW��VLJQLILFDWLYH�HIIRUWV�PDGH�LQ�WKH�SDVW
½ XQGHUVWDQG�WKDW�IXUWKHU�VXEVWDQWLDO�DQG�SRWHQWLDO��UHGXFWLRQV�WR�EH�OLPLWHG
½ RIIHU�D�OHJDO�VDIHW\�RQ�D�ORQJ�WHUP�EDVLV

- 7KH�OLPH�LQGXVWU\�H[SHFWV�WKDW�WKLV�SURJUDP�ZLOO�EH�UXQ�ZLWK�WUDQVSDUHQF\�DQG�LQ�D
JRRG�PXWXDO��XQGHUVWDQGLQJ�LQ�RUGHU�WR�DFKLHYH��DW�WKH�FRPSDQ\�OHYHO��WKH�ULJKW
HPLVVLRQ�DFFRXQWV��WKH�ULJKW�HPLVVLRQ�UHGXFWLRQ�HIIRUWV�DQG�SDUWLFXODUO\�WKH
UHFRJQLWLRQ�RI�DOO�WKH�HIIRUWV�EHLQJ�DFKLHYHG�LQVLGH�DQG�RXWVLGH�WKH�(�8��EHIRUH�WKH
SHULRG�����������

�
- 7KH�OLPH�LQGXVWU\�LV�ZLOOLQJ�WR�JDLQ�H[SHULHQFH�LQ�WKH�*(76�ZKLFK�LV�VWLOO�FRQVLGHUHG

DW�DQ�HODERUDWLRQ�VWDJH��
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- $V�DQ�LPSRUWDQW�LVVXH�IRU�LWV�PHPEHUV��WKH�(XURSHDQ��/LPH�,QGXVWU\�LV�ZLOOLQJ�WR
JDLQ�H[SHULHQFH�DQG�ZLOO�IROORZ�XS�WKH�*(76�GHYHORSPHQWV�DV�ZHOO�DV�WKH�RWKHU
IOH[LEOH�PHFKDQLVPV��&OHDQ�'HYHORSPHQW�0HFKDQLVP�	�-RLQW�,PSOHPHQWDWLRQ��

- 0DQ\�DUHDV�RI�WKH�IOH[LEOH�PHFKDQLVPV�VWLOO�QHHG�SUHFLVLRQV�IURP�ZKLFK�(X/$�ZLOO
SURYLGH�IXUWKHU�FRQVLGHUDWLRQV�WR�XSGDWH�LWV�SRVLWLRQ�

\YHV�GH�OHVSLQD\#IHGLH[�EH��RU��HXOD#NDON�GH
)25�)857+(5�,1)2
3/($6(�(�0$,/�72
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