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Enabling the transition to Staying within the limits of the Designing a financial system
a low carbon economy Earth’s natural systems that values the long term

Learning - Leadership - Change
Enabling business leaders to be heard
Setting new standards of responsible business practice
Demonstrating what is possible
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EU Green Growth Platform Advisory Board
Steering Commitee

(EU CLG Secretariat and Business Leaders)
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PREMISE: EU GDP and Emissions have Decoupled
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2030 PACKAGE REFLECTIONS: Platform Advisory Council |

Europe’s high energy prices is being directed at its ambitions on climate change, while the
main factor — the high cost of imported energy —is ignored

Long-term policy stability and short-term policy clarity needed for industry and investors
to invest in the wider EU economy

Two track approach: protect short-term competitiveness while ensuring long term
growth (broad innovation: process, product, business model, social and policy)

Joined-up EU industrial, climate and energy strategy

Supportive industrial framework for all sectors to offset productivity gap

Further unemployment not an option in existing manufacturing base and new sectors
Reform EUETS incl. de couple ETS sectors e.g. between industry and power
Maximise GHG reductions from ETS/non ETS sectors e.g. EE in buildings & Transport
Maximise potential for new products and technologies

Maintain the current carbon leakage list until 2020

Extension and re-design of current NER-300 mechanisms EU-wide industry Innovation

Fund (focus on breakthrough technology, demonstration, scalability) = gm;*ﬁ}ggg
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Support for at least domestic 40% GHG target as most cost effective
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IEA’s World Energy Outlook (2013) highlights:

« Even if CO2 prices rose to €20/tonne they would still only represent a few percentage
points of average industrial electricity prices.

« Economically counter-productive to avoid early/ambitious low carbon action

- Every year of delayed mitigation action adds $500 billion to the global low carbon
energy investment bill between 2010 and 2030.

« Every $1 of low carbon investment avoided today means $4.30 of low carbon
investments needed after 2020 to meet the 2°C goal.

« Delaying further action until after 2020 could require an extra $5 trillion of
investments from 2020-2035 across the economy.

Eurolectric Conclusions (2013):

« Delaying de-carbonisation of power sector leads to dramatic dash to catch up later
causing bottlenecks in equipment supply, price effects due to overheated demand, and
stranded assets because of exaggerated investments in redundant capacity.

« A“crawl today, sprint later” approach to energy de-carbonisation will cost an extra €5.5
billion in additional costs by 2050. 58 UNIVERSITY OF
@% CAMBRIDGE
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EU Risks losing low carbon market leadership

Global low carbon and environmental business market = €4 trillion a year, expected to grow to €5
trillion by 2016 (Low carbon energy market alone predicted growth $2.2 trillion)

EU = 22% share worth over €900 billion p/a + 35% of global low carbon patents + 7.8 million
employed in 1 million companies

EU competitors invested <15% of post-crisis stimulus packages in low carbon energy projects ($380bn)
while EU global investment share decreased from 40% in 2009 to just 25% in 2012

Growth in the Low Carbon & Environmental Goods &

Services Market across Europe, BIS LCEGS Data
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EU-27 Most Energy Efficient Economy in the World:
Energy Intensity 1990 — 2010

« Energy efficiency one of the
most cost-effective ways to cut
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Energy Security — Energy Efficiency Balance for EU

Source: Eurostat (gas imports) and BPIE (gas savings potential)
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REALITY CHECK 1: Overall the system works

Direct EU ETS cost estimates after

« Current allowance system benchmark-based free allocation & banking
works: EU industrial 1% Source: Authors, Polish NIM, EUTL.
sectors face very low
aggregate compliance 10%
Ccosts
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REALITY CHECK 2: Carbon leakage is not the issue

Gas as Feedstock
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REALITY CHECK 3: Competitiveness hindered by cheap US gas

« Com petitiveness benefits US net exports from gas intensive sectors
mainly limited to sectors 23,000,000 0
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REALITY CHECK 4: Europe Needs to Invest in Infrastructure

« To keep the lights on and stay on a cost-effective decarbonisation path EU
must replace old power stations and upgrade infrastructure

 Energy infrastructure essential for economic growth: by 2020
iInvestments must increase by 30% for gas and 70% for electricity

- Enabling €1 trillion of investment in energy infrastructure by 2020
could be useful net contributor to short-term growth, with strong multiplier
effects across the economy (IDDRI 2014)

« Clean energy investments grew six fold since 2004: Costs of scaling
up domestic low carbon energy coming down e.g. wind turbine prices
globally down by 30% in the last 4 years, while solar PV installation costs
down 50% in last 5 years.

 Thetime is right: low borrowing costs & private capital underemployed
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2030 PACKAGE REFLECTIONS: Platform Advisory Council I

Fundamental principles for Ell’'s: Long term contracting, ETS reform, carbon
leakage list unchanged, policy linkages (state aid, industrial policy, internal
market rules, level playing field, value chain thinking)

«  The possibility of differentiation of EU ETS post 2020 cap correction factors
between industrial sectors and the power sector under a post 2020 EU ETS
while maintaining the over-all integrity and liquidity of the EU ETS.

*  Policy support for the demonstration phase of industrial low-carbon
breakthrough technologies, including EU ETS auto-financing options.

The role and opportunities for large power consumers in Europe's 2020-2030
(renewable) energy framework through demand side management and
enhanced auto-production. Includes identification and elimination of barriers.

Support for cross-sectoral roadmaps and innovation collaboration. Is there
a role/need for an European ARPA-I (Advanced Research Project Agency for
Industrial innovation), with the Community assisting industry through angel/seed

financing of cross-sectoral product and process innovation &% CAMBRIDGE
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Conclusions

“Waiting is not an option... if we do nothing at this stage, everything will simply
become much more expensive.” — Chancellor Angela Merkel, petersberg Climate Dialogue, May 2013

“Energy infrastructure is essential for economic growth. Since before the industrial revolution
transformations in how energy is generated, transported and consumed have underpinned
technological progress....” - Her Majesty’s Treasury, UK Government, 2013
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