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1 Introduction
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2 What is Emissions Trading?
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3 Emissions Trading Prospects for New Zealand
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L public version released 21/12/200&tp://www.climatechange.govt.nz/resources/re ppolsty-
review-05/index.html

% Hon David Parker, 21/12/2005

% Cabinet paper: Climate Change — Review of Poliwy lext Steps: CBC (05) 394 and Cabinet minutes:
CBC Min (05) 20/10.

* Hon David Parker - Climate Change Work Programmekjly 2006
http://www.beehive.govt.nz/ViewDocument.aspx?Docnottie=26353

® Climate Change Policy: the Way Ahe@éB (06) 18/8

® http://www.climatechange.govt.nz/resources/repditsate-change-solutions-jun06/index.html

" Underline emphasis added by authors
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4 ETS Design parameters
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8 A National Emissions Trading Scheme — Backgrouaoiep for Consultation

http://www.emissionstrading.nsw.gov.au/backgroudfl.p

° “Design Elements of a Mandatory Market-Based Gneese Gas Regulatory System" Issued by Sen.

Pete V. Domenici and Sen. Jeff Bingaman Februa®p20
http://www.pewclimate.org/policy_center/analyses/elex.cfm
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5 Linking: The Driver for a Uniform Approach
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9 Review of Climate Change Policies, NZ Ministry fhe Environment, 2 November 2005
1 Reference source; Wuppertal Institut, Germany,fyémslg Sterk
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6 EU ETS Design and its Suitability for New Zealand

1 . " "
#68 " ' o
2004 2005 1°'Q06
Volume Volume Value Volume Value
(MtCO,) (MtCO3) (MUSS) QAICO,) (MUSS)
EUETS' £.49 322.01 §.220.16 202.51 6.552.24
NSW 5.02 0.11 57.16 5.51 86.55
CCX 2.24 1.45 2.83 1.25 2.71
UK ETS 0.53 0.30 1.31 na na
TOTAL 16.28 329.87 8.281.46 209.26 6,641.50
6
< 1=12 (
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! " "6
, %K 154 4 "
## "
00 %%$$ #0
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12 5ource: State and Trends of the Carbon Market ;2086 World Bank and IETA

Page 12 of 27

19 July 2006



The 6" Annual NZ Energy Summit Emissions Trading

6.1 Gases Covered
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EU25 Greenhouse Gas Emissions by Gas NZ Greenhouse Gas Emissions by Gas
N20, 7.93%
HFCs, 1.09% HFCs, 0.54%
PFCs, 0.14% PFCs, 0.11%
N20, 17.92%
SF6, 0.18% SF6, 0.02%

CH4, 8.10%—,

CO2 (without
LULUCF),

CH4, 35.36%
46.05%
CO2 (without
LULUCF),
82.56%
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13Nz & EU emissions from National Inventory RepaisUNFCCC Secretariat
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6.2 Sectors Covered
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Question: Which other sectors should be included in the EU ETS beyond the combustion
installations? Please tickmark

100% = 620 298 46 102 78 96 tickmarks
Aluminiurm 18 20 15 17 15 16
10
Transport 13 14 ik 14 &
Aviation 7 2
Chemicals
Agriculture 14 7
Food processing 14 19
_Olher (mostly waste " 12 13 17 Z _
incineration) 5

Total Compa- Govern- Associa- Market NGOs

nies ment  tions Interme-
Bodies diaries
Source: Survey EU ETS Review
I "
" 6
' / E$SHF

14 Based on an emission Factor of 250kgWVh — source: Concept Consulting report to Climate
Change Office, August 2003.
S EEA Technical Report No 2/2006 Application of graissions trading directive by EU Member States.
18 http://www.pewclimate.org/docUploads/EU-ETS%20W¥620Paper.pdf
" Review of EU Emissions Trading Scheme — Survey litigts (McKinsey & Ecofys)
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6.3 Allocation Methods
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18 http://eur-lex.europa.eu/LexUriServ/LexUriServ.dG2GELEX:52003DC0830:EN:HTML

9 http://shop.ceps.be/downfree.php?item_id=128&Bentre for European Policy Studies (CEPS)—
Reviewing the EU-ETS (Pt I).

2 hitp://www.defra.gov.uk/environment/climatechangding/eu/pdf/operatorsquide.pdf
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2L CEPS Taskforce Report No. 56 July 2005.
2 Review of EU Emissions Trading Scheme — Survey litigts (McKinsey & Ecofys)
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Question: Do you believe a benchmarking system would be feasible?

100% = 290 153 20 73 18 26 responses

Yes
Don't know
No
0 0
Total Compa- Govern- Associa- Market NGOs
nies ment  tions Interme-
Bodies diaries
Source: Survey EU ETS Review
Setting the Multiplier
n = D
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23 http://eur-lex.europa.eu/LexUriServ/LexUriServ.dd2GELEX:52003DC0830:EN:HTML
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11 # 6
“The power stations sector received a lower allégatin Phase I, given they are more insulated
from international competition than other sectors”.
! 25 6 %

“sectoral tailoring (of allocations) may be necesg#o address concerns about global
competitiveness. Allowance allocation may be aipaldarly effective way of accounting for the
relative price insensitivity of different sectors.

For vulnerable stationary sources that face inteosmpetition that could lead to offshoring
(and even higher GHG emissions), allowances caprtveided to help ease the transition of
capital stock to newer, more efficient technologied cleaner fuels.”

6.5 Conclusion on Adopting EU ETS Design Parameters  for NZ
F !

24 An Operator’s Guide To The EU Emissions TradingeBeé (Defra - UK)
25 hitp://www.pewclimate.org/policy _center/analyses/selex.cfm
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7 EU ETS Performance to Date

7.1 The EU ETS Price Collapse
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6 ! #$$% ! #
Member State CO , emissions Annual average Delta tonnes Delta %
for 2005 in allocation in 2005
tonnes to 2007 in tonnes
[A] [B] [CI=[AI-[B] [D%]= [C]/[A]*100
Austria 33,372,841 32,674,905 |- 697,936 -2.1%
Belgium 55,354,096 59,853,575 4,499,479 8.1%
Czech Republic 82,453,727 96,907,832 14,454,105 17.5%
Denmark 26,090,910 31,039,618 4,948,708 19.0%
Estonia 12,621,824 18,763,471 6,141,647 48.7%)
Finland 33,072,638 44,587,032 11,514,394 34.8%
France 131,147,905 150,500,685 19,352,780 14.8%
Germany 473,715,872 495,073,574 21,357,702 4.5%
Greece 71,033,294 71,135,034 101,740 0.1%
Hungary 25,714,574 30,236,166 4,521,592 17.6%
Ireland 22,397,678 19,238,190 |- 3,159,488 -14.1%
Italy 215,415,641 207,518,860 |- 7,896,781 -3.7%
Latvia 2,854,424 4,054,431 1,200,007 42.0%)
Lithuania 6,603,869 11,468,181 4,864,312 73.7%
Netherlands 80,351,292 86,439,031 6,087,739 7.6%)
Portugal 36,413,004 36,898,516 485,512 1.3%)
Slovak Republic 25,237,739 30,364,848 5,127,109 20.3%
Slovenia 8,720,550 8,691,990 |- 28,560 -0.3%
Spain 181,063,141 162,111,391 |- 18,951,750 -10.5%
Sweden 19,306,761 22,530,831 3,224,070 16.7%
United Kingdom 242,396,039 209,387,854 |- 33,008,185 -13.6%
Total 1,785,337,819 1,829,476,015 44,138,196 2.5%)
(" ) # %K N
H' "
" #3$$B
2 @ #3$%./0#
50H D '
5C 2
Why Did it Happen?
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% Data released 15 May 2006. Poland has subsequeptiyted its emissions and an “over allocation” of
28.7 million tonnes. Cyprus, Malta and Luxembourg get to report.
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7.2 The EU ETS Impact on the Electricity Market
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Production Capacity (TWh)
" Source; VTT Technical Research Centre of Finlafdira Koljonen & Veiko Kekkonen
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Windfall Profits
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2 5ource Alcan

29 Source Electricity Policy Research Group, Uniwgref Cambridge UK as reported by Point Carbon
% |PA Energy Consulting: Implications of the EU Esians Trading Scheme for the UK Power

Generation Sector to Department of Trade and Imgd(BtT 1)
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7.3 EU ETS Performance Issues in a New Zealand Cont ext
|

How to avoid Windfall Profits

11
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How to reduce Volatility

9

31 Source Point Carbon — Carbon market Europe 30 2006
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7.4 The EU ETS Lessons to be Learnt
2 ! ( ) 0.
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8 Conclusion
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