Closing the ambition gap

>

What Europe can do LSRN

UNEP's 2012 Bridging the Emission Gap Report: indicates that in order to have a likely chance of
keeping global temperature rise below 2°C, as agreed at the 2010 Cancun climate conference, annual
global emissions in 2020 should be below 44 Gigatonne (Gt) CO,-e(quivalent). The report suggests
that if the commitments and pledges made by governments up until now were met partially or in full,
emissionswould stand ataround 52 to 57 Gt. Thusagap of 8 to 13 Gt would need to be bridged, roughly
1.5 to 3 times total EU emissions in one year. But the report also shows there are potentially large
additional emission reductions possible, in a mid-range of 17 Gt by 2020, from sectors such as
buildings, power generation and transport - without needing any significant technical or financial
breakthroughs.

The EU exam ple All countries can and should contribute to the effort to close

the “gigatonne gap.” The European Union should also do so,
even while it already has a multitude of climate and energy policies in place that have contributed
to substantial emission reductions. The EU can further reduce its emissions, well beyond its current
proposed -20% QELRO (Quantified Emission Limitation and Reduction Objective) for the second
commitment period of the Kyoto Protocol:. On the basis of an assumption of greenhouse gas
emission levels between 2013 and 2020 to remain at current levels, and by adding emission
reductions through (a) the implementation of new European-wide policies and regulations already
agreed by EU Member States; and (b) adding potential reductions from policies that are being
discussed and reviewed, the EU could achieve an annual domestic emission reduction of about
27% by 2020 below the EU's Kyoto Protocol's base years. CAN Europe believes the EU should go
further than just implementing already agreed policies and set a target to achieve at least 30%
domestic emission reductions by 2020, in order to drive policies and action well beyond what is
currently being discussed.

It is clear that the EU cannot bridge the emissions gap on its own and its contribution will be
limited. But, this paper indicates that if the EU, with its existing policies already in place, is capable
of taking several substantial additional measures, then all other big emitters should be able to go
way beyond their current targets. Now is the time to do so.

1. Current In a recent reports, the European Commission projects that EU-27
emissions in greenhouse gas emissions will be about 18.2% below base-year levels: for
the EU-27 the period 2008-2012, the Kyoto Protocol's first commitment period. The
projected emission reductions would even go up to -20%, if the use of
carbon sinks (i.e., CO, taken up by forests and agricultural land) and flexible
mechanisms (i.e., offsets) by Member Statess under the Kyoto Protocol are also taken into account.

Total EU emissions for 2008-2012 are projected to be around 4,7 GtCO,-e/year in 2008-2012
(which is about 13% of the world's emissions), and around 4,6 GtCO,-e if the use of flexible
mechanisms and sinks are taken into account. Emissions under the EU Emissions Trading Scheme
(ETSs) are estimated to reach 1,9 GtCO,-e on average over the first commitment period, while non-
ETS7 emissions are projected to be on average 2,8 GtCO,-e (excluding the use of sinks and flexible
mechanisms).
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Base year Total emissions with With Kyoto mechanisms With Kyoto mechanisms and

emissions existing measures carbon sink removals
Annual average Change Annual average Changefrom Annualaverage Change
2008-2012 frombase 2008-2012 base year 2008-2012 from base
year year
Table 1. Projected emissions for

&Jg-;;) 5588.8 47179 156 % 4,692.6 -16.0% 4,611 175% EU-27 for 2008-12
ETS n.a. 1,946.5 n.a. 1,946.5 n.a. 1946.5 n.a.
Non-ETS n.a. 2,771.4 n.a. 2,746.1 n.a. 2,664.5 na.

As part of its domestic climate and energy package, the European Union in 2. Emissions
2009 agreed an emission reduction target of 20% as compared to 1990, with budeet for

a conditional commitment to increase this target to 30% if a global g

agreement is made and other big emitters take adequate actions. The EU first 2013-2020
introduced this conditional 20-30% commitment at the 2009 Copenhagen

climate summit under the UN Framework Convention on Climate Change. The

EU is betting that the international conditions for it to move to a 30% target will not be met and so
is proposing that its 20% target under the climate and energy package be inscribed in the second
commitment period of the Kyoto Protocols. As the accounting rules under the Kyoto Protocol and
the Climate and Energy Package are not exactly the same:o, the European Commission developed
a proposal:: for a QELRO to be submitted at Doha, on the basis of its 20% target. This QELRO
corresponds to an emissions budget for the period 2013-2020:2 amounting to a total of 36,836
MtCO,-e, or on average 4,605 MtCO,-e/year.

2013 | 2014 2016 2017 | 2018 | 2019 Total
MtCO2-e 4,811 | 4,752 | 4,693 | 4,634 | 4575 | 4,516 | 4,457 | 4,398 | 36,836 | 4,605
Reduction 1990 -14.0% -17.6% | -17.6%

Average

15.0% | 16.0% | 17.0% | 18.0% | 19.0% | 20.0% | 21.0%
| = N ) - - - . |202% -202% | [Table 2: Proposed emission allowances
|180% | 19.0% | 20.0% | 21.0% | 22.0% | 23.0% | 24.0% | for EU-27 for the period 2013-2020
2,039 | 2,002 | 1964 | 1,927 1,889 | 1,852 1,815 | 1,777 | 15,265 1,908
2,711 | 2,691 | 2,670 2,649 | 2,628 | 2,607 @ 2,586 2,565 21,107 2,638

Reduction base years -17.0%

The EU Climate and Energy Package foresees a 21% reductionin ETS 3, Projections on
sector emissions by 2020 as compared to 2005; and a reduction of .

around 10% by 2020 as compared to 2005 for the sectors that are not the basis of

covered by the ETS. ETS emission reduction targets are developedon  cyrrent pOliCiES
the basis of average ETS emissions during the 2008-2012 period and

are reduced annually by 1.74%. The Commission currently projects

emissions under the ETS to be reduced to 15,265 MtCO,-e for the period 2013-2020::. See table 3.

Total emission Average annual  Reductionto  Reduction to
allowances 2013- emission base year 1990 . L.
2020 allowances Table 3: Estimated emissions for EU-27 for

2013-2020 on the basis of current emissions and
Phase 3 of the EU ETS

For non-ETS sectors, if we assume greenhouse gas emissions to continue at the same level as
today, then they would amount to 22,171 MtCO,-e for the period 2013-2020. This would bring
total emissions (ETS and non-ETS) or 2013-2020, with current policies, at 37,436 MtC02-eCO, or
4,680 MtCO,-e/year. This is on average 18.9% below Kyoto Protocol base years.
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The EU has in recent years agreed a number of climate and energy
policies that will bring additional emission reductions on top of the
4. Recently_ . reductions described above. These include the Fuel Quality
agreed additional Directive, the Cars Efficiency Regulation, the Energy Efficiency
Directive (and related other energy savings Directives), the F-Gases
Regulation and the Renewable Energy Directive. The impact of these policies on further reductions
from 2013 onwards is often hard to calculate. Some of them impact emissions up to 2012 and so
are already included in the estimates above, some of them overlap each other, and some of them
lead to emission reductions in both the ETS and non-ETS sectors. The numbers given below should
therefore be mainly viewed as indicative rather than as a comprehensive assessment of the
impacts of the given policies.

The Fuel Quality Directive puts an obligation on suppliers to reduce greenhouse gas emissions
from the entire fuel production chain by 6% by 2020. The Commission estimates a potential
additional annual emission reduction of 62.5 MtCO, -e/year by 2020:4. Assuming the Fuel Quality
Directive will be implemented from 2014 onwards on the basis of a linear reduction pathway, the
total emission reduction potential for the period 2013-2020 is estimated at 219 MtCO,-e.

The Cars Efficiency Regulation sets standards for CO, emissions from new passenger cars, which
will ensure that emissions from the new car fleet are reduced to an average of 130g CO,/km by
2015 and to an average of 95g CO,/km by 2020. The Commission estimates a potential reduction
of 50 MtCO, /year by 2020. Assuming a linear reduction pathway, the total emission reduction
potential for 2013-2020 is estimated at 200 MtCO,-e.

The Directive on the Energy Performance of Buildings requires Member States to enhance their
building regulations and to introduce energy certification schemes for buildings. The Commission
estimates a potential reduction of 160-210 MtCO,-e/year by 2020. Based on the lowest number
and a linear reduction pathway, the total emission reduction potential for the period 2013-2020
is estimated at 640 MtCO,-e.

The Directive on Ecodesign Requirements, the Directive on labelling of the consumption of
energy and other resources by energy-related products and the Regulation on energy efficiency
labelling programme for office equipment (Energy Star) aim at reducing the energy footprint of
electronic equipment. The Commission estimates a potential reduction of 411 MtCO,-e/year by
2020. Assuming implementation to fully start in 2015, on a linear reduction pathway and assuming
at least 80% of these emission reductions to happen outside the ETS, the total additional emission
reduction potential for the period 2013-2020 is estimated at 986 MtCO,-e.

In addition to the energy savings legislation above, two previously existing Directives (the Energy
Services Directive and the Combined Heat and Power Directive) were in 2012 incorporated into
the new Energy Efficiency Directive. This Directive establishes a common framework of measures
for the promotion of energy efficiency and lays down rules designed to remove barriers in the
energy market and overcome market failures that impede efficiency in the supply and use of
energy. The Commission estimates a potential reduction of 193 MtCO,-e/year by 2020:5. Given
that the biggest contributor to the expected savings will be the obligation for energy providers to
reduce their customers' energy consumption by 1.5%/year, we assume that 75% of the emission
reductions will be achieved outside the ETS. Furthermore, assuming full implementation from
2014 onwards, and a linear reduction pathway, the total emission reduction potential for the
period 2013-2020 is estimated at 507 MtCO,-e.

The F-gas Regulation aims to prevent leaks from equipment containing F-gases and to replace F-
gases in some applications where environmentally superior alternatives are available. Additionally,
the Mobile Air-Conditioning (MAC) Directive prohibits the use of F-gases with a global warming
potential more than 150 times greater than CO, in new types of cars and vans. The Commission
estimates a potential reduction of 46 MtCO,-e/yearby 2020 from both directives.
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Assuming a linear reduction pathway, the total emission reduction potential for the period
2013-2020 is estimated at 184 MtCO,-e.

The Renewable Energy Directive sets legally binding targets for Member States in order to reach
the EU target of a 20% share of renewable energy in the EU's final energy consumption and a 10%
share in transport by 2020. A large part of the emissions reductions that will be achieved through
the implementation of the RES Directive will involve installations covered under the ETS. Those not
covered include the use of renewable energy in the transport and heating and cooling sectors.
Given concerns over direct and indirect emissions related to first generation biofuels, we are not
including any potential reductions from this sector. In the heating and cooling sector, renewable
energy use can be doubled by 2020. A potential reduction of 69 MtCO,-e/year by 2020 could be
achieved from the heating and cooling sector:s. Assuming a linear pathway, the total emission
reduction potential for the period 2013-2020 is estimated at 276 MtCO,--e.

Full implementation of all the options above would reduce greenhouse gas emissions by
approximately 3,012 MtCO,-e for the period 2013-2020, which would equal additional emission
reductions of 6.5% as compared to base years and bring the total average domestic emission
reduction to 25.4%.

Many of the policies described above are currently being reviewed. As .
part of these processes, the European Union has the possibility to bring >. U_pcomlng
further emission reductions. These reductions could already be pollcy

included in the Kyoto Protocol's second commitment period. discussions

Structural reform of the ETS: In its "State of the European Carbon Market in 2012" report:, the
European Commission suggests three measures that could lead to further emission reductions in
the ETS:
(a) The adoption of a 30% emission reduction target;
(b) The cancellation of surplus emission allowances to address the overall supply-
demand imbalance expected to occur during phase 3 of the EU ETS;
(c) An increase of the annual reduction rate governing the cap on trading
allowances, which would increase annual emission reductions.

Moving to 30% would automatically lead to the retirement of 1,400 MtCO2 -e emission
allowances from the market:s. The UK governments, which seems to be the strongest
proponent of cancellation of emission allowances, has proposed 1,700 MtCO2 -e be
cancelled. We are not assuming both measures to be combined. Given the Commission
estimates a surplus of emission allowances to be carried over from the 2nd to the 3rd
trading period of the ETS, of between 1,500 to 2,000 MtCO2 -e :9, both options (a) and (b)
could at best lead to an emission reduction of 200 MtCO2-e. The European Parliament's
Environment Committee has proposed to increase the annual reduction factor from 1.74%
to 2.25%:o0. If the EU would accept this proposal, this could lead to an emission reduction
of 315 MtCO2-e in the period 2013-2020::. The total emission reduction potential for
2013-2020 can thus be estimated at 515 MtCO2-e.

Review of the Energy Efficiency Directive: The Energy Efficiency Directive (EED) was developed
with the ambition of the EU reaching a non-binding target of 20% energy savings by 2020 as
agreed by the European Councilin 2008:-. However the compromise reached in June 2012 is
estimated to lead to only 15% energy savings only, with a possible extra two percentage points to
come from forthcoming new ecodesign and car efficiency standards. It is agreed under the EED that
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a review will take place in 2014, which in turn should result in further policies that ensure the
energy savings target of 20% is reached. Assuming such additional policies seek to make up the
gap between the projected 17% energy savings and the 20% target, this will bring an additional
reduction of 111 MtCO,-e/year by 2020:5. Assuming implementation to begin in 2016 on a linear
pathway to 2020 and assuming 75% of this reduction to be achieved in non-ETS sectors, the total
emission reduction potential for 2013-2020 can be estimated at 208 MtCO,-e.

Review of the Renewable Energy Directive: The Renewable Energy Directive will be reviewed in
2014. At the moment it is unlikely that additional measures will be taken to increase the binding
target. But efforts to increase the share of renewable energy in heating and cooling could be taken.
However we are not including further emission reductions linked to the review of the Renewable
Energy Directive.

Regulation for reaching the 2020 target for CO, emission reductions for cars: The Commission has
launched a proposal for the further implementation of the cars CO, standard post-2015. In its
proposal it has reiterated a call to set the standard for 2020 at 95g CO,/km, despite the clear
indications that manufacturers have already gone beyond the target of implementing the 2015
standard of 130 g CO,/km. Although additional reductions in the road transport sector were
referenced as part of the compromise on the Energy Efficiency Directive, we have not included any
additional reductions beyond the existing Cars Efficiency Regulation.

Review of the F-Gases Regulation: In November 2012 the European Commission proposed a
revision of the F-gas Regulation that would tighten up its requirements. It would introduce a
phase-down measure, which from 2015 would limit the sales of hydro fluorocarbons (HFCs) to be
reduced in steps to one-fifth of today’s sales by 2030. The Commission proposal is estimated to
deliver a potential reduction of 70 MtCO, -e by 2030:+. On the basis of a linear reduction pathway,
from 2015 onwards, the total emission reduction potential is estimated at 111 MtCO,-e.

Total additional emission reductions from pending policies: Total additional emission reductions
from the policies still under discussion or review that are described above would amount up to 834
MtCO, -e for the period 2013-2020. These policies would bring additional emission reductions of
1.8% and would bring total domestic emission reductions on the basis of existing and additional
measures to 27.2%.

. The European Union is very close to achieving its emission reduction
6. Conclusions target for the second commitment period of the Kyoto Protocol even
before the first commitment period has ended. If EU Member States
implement already agreed policies fully, it is very likely that the EU will
overachieve its objective and reduce its domestic emissions by 25% by 2020, as compared to base
years.

When looking at on-going policy discussions where the EU can make further decisions that will
increase emission reductions, and when only taking into account proposals made by
representatives of the EU institutions, the EU can increase its domestic emission reduction to 27%
on average in the period 2013-2020.

Research institutes, NGOs and businesses have indicated that much more is possible. They have
called for cancellation of 2.2 billion ETS emission allowances before 2020 and increasing the
annual rate of reduction, identified an energy savings potential of more than 35%, renewable
energy potential of more than 23%, a potential for car standards to be reduced to 80gr CO,/km
and HFCs to be phased out in many applications before 2020:5. In a study for the European
Commission, a consortium of research institutes, calculated that behavioural changes have the
potential to save emissions up to about 600 MtCO,-e/year by 2020:s. All these proposals could
add substantial additional emission reductions for the European Union.
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Taking bold action would enable the EU to reduce domestic greenhouse gas emissions way beyond
30%, CAN Europe calls upon the European Union to accept a target of at least 30% domestic
emission reductions by 2020 as a way to drive ambitious policy decisions forward to ensure the EU
provides its fair share of effort to bridge the gigatonne gap.

Finally, it seems incomprehensible that the EU, while claiming it wants to play a leadership role in
the international climate negotiations, is not using the opportunity its real emission reductions is
offering to drive international negotiations forward. By introducing a higher QELRO the EU could
stimulate and/or push other countries to also look at how they can move forward with policies and
targets that will help to bridge the gap. By introducing a QELRO of 20%, which adds little or
nothing to the current emission reduction pathway, nor adequately reflects the action that is
already being taken, the EU is giving wild cards to those countries unwilling to support increased
climate action.

November 2012
More information: Wendel Trio

wendel@caneurope.org - +32.473.17.08.87
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