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Ambitious climate targetsconverge with economic growth objectivesby
stimulating the further developmentof a leading edgecompetitive low carbon
industry, they are a prerequisite to any sustaindle economic recovery in Europe

Often presented as competing with economic imperatives, ambitious climate objectives
will naturally drive the EU to become a low carbon, resource efficient economy in an
increasingly resource constrained world.

Failing to recognize the pressing need for that transition, or delaying action, will result
in Europe losing even more competitiveness in a globalised world where other major
economic blocs are competing to win the global low carbon race.

What is at stake for Europe is no less than the development of an innovative leading
edge industry creating millions of new high quality jobs and restoring a sustainable
economic growth by providing low carbon products and services to the fast growing
global low carbon market.

A more ambitious 2030 emissions reduction target than the 40% currently
envisaged is needed both to presentke EUOs longerm decarbonisatian
commitment and torestore economic prosperity.

A 40% emissions reduction target by 2030 is not in line with the least-cost scenario for
reaching EU’s long term 80% - 95% decarbonisation by 2050.

In addition, delayed action not only postpones but also compromises the pace of
economic recovery.

The International Energy Agency (IEA) estimates that on a pathway for 2°C temperature
rise, every € 1 in low carbon investment avoided today will require € 4.3 of low carbon
investment after 2020.

In order to stimulate growth and job creation while meeting the least cost trajectory
compatible with EU’s long-term decarbonisation objectives, Europe should commit to
more ambitious 2030 emissions cuts than the 40% which are currently envisaged.
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Only a set d complementary Ocore policies@mprising coherent binding targets
for emissions reduction, energy efficiency and renewables can guarant&ast
cost decarbonisation trajectory

In order to minimize decarbonisation costs, the EU cannot rely on a market-based
approach only. Market imperfections lead to volatile and unpredictable carbon prices
that will not ensure a transition to a safe, sustainable and affordable energy system.
Carbon pricing supplemented by cost-effective energy efficiency and technology
policies improving its short- and long-term efficiency constitute the “core policies” in
the least cost mitigation policy package.

Long-term predictability of the policy framework is essential to provide investor
confidence and unlock private finace.

EU must ensure a the long-term predictability and certainty of its regulatory framework,
compatible with the long-term investments characterising energy infrastructure
investments, in order to unlock the billions of euros in private investment needed to
achieve the energy transition.

Energy and climate policies mustcome along witha strong and coherent industrial
framework to stimulate the low carbon transition

A comprehensive EU industrial policy must foster the optimal EU-wide development of
cutting-edge technological and intellectual capital and its protection against “low-carbon
leakage”.

Besides, for Energy Intensive Industries, Europe should manage this long-term
transition while best protecting and stimulating innovation in order to prevent carbon
leakage in these highly sensitive sectors.

Only by committing to ambitious and binding emissions reduction targets
supplemented by binding renewables and energy efficienopjectives will Europe
be able to fulfil its climate obligations while steeringits economy towards low
carbon excellencethus openinga sustainableprosperity pathway that will create
the millions of high quality jobs it urgently needs.

"HSNE " Q%*+,-.-/0-1232-4" 545" (-6%67& Page 2 of 16
15 January 2014



Low Carbozn 'Facts

6,73%$!89!:2/'$/'5 !

!

!

Executive Summary and Policy Recommendations ... 1!

TADIE Of CONMEEINES...ciuceeicrirerrsesessssssessssessssesssssssssssssssssssssssssssssssssssssssssesssssnsssssnssssnsssssssssnnns 3!

B TR 0o 0 Y L U o0 4!
818-1- 5 "<T*5=T U0 (-5 (+7 (> 7>-902> 57 (7 3000000000000 009000000009000000309990000009999900009999000030099000000999990600.0)
801-:-ABT-19+7,+- S5 D Yo+ 7-& 7 Y60+ E-300000090000093009009900900099930994090009900999399930990099909990999399940999099999999999409940999009900 @)
803-:-/ 28" 67F,-1.23 2-* (5D Yo+ 7-6 " 5 E-00800093099009000900099030990099009900999399930990099909993999399940999099939999999409940999009900 G !
810-:- 1" %008 ™ " (+&% (, 545" (L (-7 (" D5 -He. "+ B 00000000000309990000399999000009999000039099000080099990000 G !

2. - Why Europe needs an ambitious climate package ........ccovumrnnsrsnsmssssssnsesnns 6!

198-:-BC5D %+ 7-9 (>-7%" ("' DE*-H& " #+B-"* " <T*+5=7 %" (=7 &H 7-9000000000000099999090000000999999999000009999999999066-1 !
191-:-/ (T8&HE-T335*57 (FE-% (>-&7 (TH% " (7 ,-%&7-*""&7-+""->T*0%8 ™ ** (5, Y+5"" (H00000000000coonommonnngcnnnsc !
193-:-/0-1232-7D5, 5" (,-+%&H7+D?,+-, 266" &+12G2-*"" D D5+ D7 (+, 44000000099000990060009999999990664 !
900309999000
09904300999

=88 8 S8
= B8 8 s
=88 8
= 88 S8
= B8 8 s

!
!
!
!

=88 8
= 8 8 s

!
!
!
!

=888
=88 8
= B8 8 s
=88 8
=888
s B8 8 s

!
!
!
!

=888
= 8 8 s

!
!
!
!

=88 8

i
i
i
i

s B8 8 s
=88 8

i
i
i
i

s B8 8 s
=888
= 8 8 s

!
!
!
!

10G-1-1 7%, +"", +-GUBHUE-ETMPET , Yo, 74" J--N*"*8.7-6""C5*57 , O RRHsnP
10G-+-/*" ("' DF**"D6T+5+5=7(7,,5,-6", 5" (7->7, 65+7-B5HB7&-7 (7T8&HE-685*7 , s 82!
100-.-Q-, 48" (H-/ OR(>?,, +85%C-J8UD TS5, - (77> 7> SR 8.1
10K- .-/ 0" (H: 4 78D-TH200+ " §E- 40 " 5(54E-5, -7, , T (450085 (=7, +D 7 (+-+" (B5>7 (FTH0N-8 1!
8L~ -0 (™ &% ™ (7)) 2 7 R B 3

BT ] =Y (L= 1 Lol i 13!

B8 8 s s s8 s
E B B8 8 8 s s s

!
!
!
!
!
!
!
!

"HSNE " Q%*+,-.-/0-1232-4" 545" (-6%67& Page 3 of 16
15 January 2014



Low Carbozn 'Facts

<H>/-20&%' (2!

;<;148773%'()$9D!(/'$/0$0!,&0($/%$! !

|

Europe will be soon deciding on its 2030 climate ambitions.

This is essential to provide visibility on the post-2020 regulatory framework and thereby
to restore the investor confidence, damaged by the current post 2020 “policy cliff edge”.
Europe’s commitments will also be essential as a largely expected input - considered by
many a reference in terms of timing and ambition - to the international climate
negotiations being held in preparation of 21th Conference Of the Parties, to take place in
December 2015 in Paris.

In the current unfavourable European economical context, the climate debate is at
present largely dominated by strong voices clinging to vested economic interests in
favour of carbon- and energy-intensive infrastructure. Often, false or misguiding
economic myths focused on the negative effects of ambitious climate action dominate
the public discourse.

Based on solid scientific analysis and proven economic evidence, this paper tends to
demonstrate the opposite: ambitious climate action, in addition to being the only
environmentally responsible option, is also the only strategy for Europe to restore its
economic competitiveness.

It will allow Europe to gain a leading edge position in the low carbon race that will
ensure a sustainable prosperity with continued creation of high quality jobs.

This paper is intended to all those taking part in the European energy-climate debate - as
civil servants, experts or members of the civil society - who believe Europe’s strategic
orientations must rely on fully informed analysis and fact based evidence rather than on
often-unfounded claims serving specific interests.
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Tackling climate change is becoming more urgent with every passing day. The predicted
consequences of inaction are becoming more tangible and the window for taking
effective action is closing fast.

Large areas of our world are already experiencing man-made climate change, such as
rising sea levels, melting glaciers, and increasingly severe floods and droughts, leading
to crop failures and wildfires. Greenland's ice sheet is losing mass at about 300 cubic
kilometres per yearl, with potentially devastating consequences for sea level rises that
will directly affect more than 700 million people living in low elevation coastal regions
and many of our mega-cities, built just above current sea levels®.

In Europe, while the cost of droughts over the last 3 decades has already totalled over €
100 billi0n3, the EC Joint Research Centre, in a study released in January 20144,
estimates that still much more frequent and extreme droughts are to be expected in some
parts of Europe that are likely to suffer severe temperature rises of up to 5°C by the end
of the century.

Without immediate and stringent global action to curb emissions, science tells us that we
are on track for leaving our children with an earth some 4°C warmer® in average, with
devastating consequences not only for the world economy, but simply for life on earth.
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Europe and other industrialised countries are responsible for the climate crisis —
historically, legally and morally — and they have the obligation to act first and fastest to
combat it.

While many other developed countries are already taking bold actionsG, EU has
committed to reducing its greenhouse gas emissions by 80 - 95% by the middle of the
century7.

This is a difficult but imperative objective to avoid dangerous levels of climate change.

A report just released by the EC® indicates that the EU is currently on track to reach only
44% emissions reductions by 2050, i.e. just 50% of its committed targets.

It is therefore imperative for Europe to profoundly review its roadmap to 2050 and
commit now to more ambitious and binding 2030 targets for cutting emissions, save
energy and deploy renewables, with ambitions levels compatible with its long-term
commitments.
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While climate protection imperatives dictate that we take dramatic steps to decarbonize
the world’s economy, at the same time a growing body of evidence demonstrates that a
transition to a low carbon economy will enhance Europe’s economic and social recovery
and foster its industrial development. Winners in the next decades will be those leading
the way in the nascent economic regime imposed by the new climate reality and
geopolitical configuration.

The context of booming consumption and scarcer resources will confer a broad long-
term comparative advantage to resource efficient and innovative economies.

In order to unleash the full economic potential of the transition to low carbon, a
comprehensive European industrial framework will be essential to both stimulate low
carbon innovation and development and protect sensitive Ells from any risk of carbon
leakage.

This is why it has never been so important to debunk the propaganda heavily hammered
by those with vested interests in conventional carbon intensive industries that, after
attempting to discredit climate change scienceg, are now discrediting the social and
economic opportunities of an accelerated transition to low carbon.

Long-term regulatory stability will be a pre-requisite to providing investor confidence
and unlock the massive private investment needed to finance the transition.
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A large and growinglow carbonmarket

Climate, competitiveness and economic growth targets are not competing, but are
mutually reinforcing instead.

The 2013 World Economic Forum Risk Reportlois clear: there is no long-term solution
to the economic crisis without tackling the

1 1Q1 Global Growth in the low carbon and environmental
Chmate CTISIS. business market, BIS LCEGS Data

This is because, besides the huge costs of
inaction, the low carbon business is a
massive and fast growing sector with a s
demonstrated economic resilience and an
unquestionable long-term prospect.!

The global low carbon and environmental
business market is worth around € 4 trillion

45

(trilions)
IS

a year, with more than 80% in renewables o8 .

and energy efficiency alone; it is expected

to grow at over 4% a year to nearly € 5 ’ 2008-09 201112 Projected
trillion by 2016 o

EU already has a strong foothold

The EU has carved out a 22% share of this global market, worth over € 900 billion a
yearlz, compared with a 19% share for the US, 13% for China and still leads on low

carbon innovation, filing more than a third of global low carbon patents todayl3. But
other international players are making rapid progress and Europe must now renew its
climate ambitions to maintain its competitive edge on the low carbon markets.

Redirecting investments to stimulate the low carbon transition - in particular for energy
efficiency and renewables - will improve European competitiveness in the long run,
Share of Global Sales (%) — Global Low Carbon and Whlle Supporting grOWth and employment
Environmental Goods and Services Sector Creation in the short term.

Rest of the World U8 On the one hand, energy efficiency, a

20 largely available and untapped indigenous
resource, can have very quick payback, as
well as significant and immediate job
impact, making much energy efficiency
investments net positive in the short term,
vs and often the quickest and most cost-
effective way to decarbonise™*

Indonesia

Canada O
South Korea O
Mexico
Russian
Federation
Brazil

China

Energy investments, on the other hand,
represent one of the most productive forms of infrastructure investment availablels;
modern energy assets and infrastructure built today could provide decades of economic
benefits to the EU® And many of Europe’s energy projects needing investment are
waiting to be built without delay.

New high qualityjobs nowand in the long term
Developing a low carbon industry in Europe will be a key driver for restoring a
sustainable growth creating massive high quality and locally anchored employment.
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In France for instance, it is estimated that the direct and indirect employment content of
€ 1 million is respectively 17 for energy efficiency, 10-14 for renewables as opposed to
3,6 only for gas and 2,4 for oil industries®’

At a European level, the Commission estimates that up to 6.5 million jobs could be
created or retained by 2020 in renewables, energy efficiency and from reinvested ETS
revenues alone™®

Given the knock-on supply chain benefits, and the much wider range of low carbon
business activities, the overall low carbon sector employment potential is likely to be
much greater, even in the short term™®

!
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Using less energy

According to the European Commission’s “Roadmap For Moving to a Competitive
Low-Carbon Economy in 205020”, reduced energy consumption by increasing efficiency
of energy use - notably in buildings, industry and transport - is a precondition for
meeting the EU’s mid- to long-term emissions reduction objectives21

A recent study22 from Fraunhofer Institute indicates that maximising Europe energy
efficiency potential could cut energy demand by 57% by 2050 compared to the baseline.
This would represent by 2050 savings of about € 500 billion in energy imports, and
emissions cuts of about 79% on 1990 levels.

Energy efficiency is largely unexploited despite being the most potent and abundant
indigenous resource for decarbonising the European economy. It should be further
stimulated as an essential part of EU’s low carbon strategy.

Decarbonising the energy we need
In all scenarios, the

International Energy Renewable energy share in total primary energy demand by
Agency (IEA) projections category and region in the New Policies Scenario, 2011 and 2035
indicate high penetrations of |5% Addiiona
market share
renewables already by 105 in2035
2035 W 2011

30%
Renewable sources will
continue to be the fastest
growing global power 10%
source and is set to become
the world’s second most

20%

World US EU China World US EU China World US EU China
Electricity generation Heat production* Road transport

important power source
after coal by 2016231
Equally all decarbonisation scenarios of the EC’s ‘Energy Roadmap 2050’ rely on a
significant shares of renewable energiesZ4.!

In order to fully decarbonise the power sector by 2050, and considering the long energy
assets lifetime, renewables - wind, solar, sustainable hydro and limited sustainable
bioenergy - are already technologically proven and economically viable power solutions
available today.

High penetration of renewables in the energy mix is a prerequisite for reaching long-
term decarbonisation targets.

But both the deployment speed and competitive potential of renewables are largely
underestimated, notably in all European Commission’s scenarios?>
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Renewables wilbecomesvenmore competitive than coal

Most commercial renewables have still strong cost reduction potential; wind turbines
prices have fallen 30% and PV installations 60% in just the last 4 years. While onshore
wind is already widely competitive, including already with coal in some market526, PV
is also becoming competitive in some market segments in the South of Europ627.

This also means that renewables, with their falling prices, will become increasingly
competitive over time, even compared to the most competitive conventional power
technologies, which are subject to the volatility and long term increase of fossil fuel
prices. With its huge available cost reduction potential, PV is expected by 2030 to
become one of the most competitive electricity generation technologies.

In addition, renewables will allow to progressively redirecting the $ 545 billion bill paid
by Europe yearly for its energy importSZB, into local productive investments.

Al FIGURE 1.3 NEW INSTALLED POWER CAPACITY AND DECOMMISSIONED POWER CAPACITY IN MW

Renewables allowast reliable 10000
and safe deployment
Furthermore renewables can be
deployed in very short time 0000
frames and achieve the rapid
changes required in EU’s energy

16,750

14,000

mix. 1,002
For instance, in 2012, 17 GW of <l
PV and 12 GW Of Wll’ld were PV wind  Gas Coal Blomass Hydro Waste Nuclear ms;:al CSP Fueloll mm::ﬂ

= New w Decommissioned

committed in Europe, representing

respectively 37% and 26% of total capacity additions, ahead of gas (23%) and of all
other technologies togetherzg.

In Germany, already 24,7% of the total 2012 power demand was generated out of
renewable sources
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2020 targetsare unambitious

The EU’s current greenhouse gas reduction target of 20% by 2020 is dangerously
unambitious as it is not consistent with the cost-minimizing pathway for the long-term
target of reducing GHG emissions by minimum 80% in 20503132338

This is a huge missed opportunity; a recent study demonstrates that raising the current
emissions cut target from 20% to 30% would increase growth rate of the Europe
economy by up to 0,6% and create up to 6 million additional jobs34.

2030 targetsare simply inadequate

In addition, the European Commission does not plan to reach 40% emission cuts before
20303 This would be too little, too Jate303".

The IEA also establishes that such a target is not compatible with the least cost scenario
for reaching 2050 objectives38.

Europe should commit to a more ambitious 2030 emissions reduction target than the
40% currently envisaged.

Research conducted in 2009 by the Stockholm Environment Institute for Friends of the
Earth Europe suggested the EU should even be aiming at a minimum of 60% domestic
emissions reduction below 1990 emissions levels>®.
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Delay is irresponsible andnaffordable

Delayed action, not only postpones but also compromises economic recovery. The IEA
estimates that on a pathway for 2°C temperature rise, every € 1 in low carbon
investment avoided today will need € 4.3 of low carbon investment to be made after
2020

Considering energy infrastructure, decisions and investments EU will make today will
be determinant for many decades to come.

This is why it is so important to set the right emissions reduction target now if Europe
wants to avoid being locked-in into a carbon intensive uncompetitive future.

@<488%$,5"%25'ID,'AH, .t$0&(-$35$'1291P%H!D23(%($5Q

ETS has proven insufficient alone
Carbon pricing is a cornerstone policy in climate change mitigation, but it is not a
compete solution of its own.
Ambitious emissions reduction
targets complemented by energy

The core policy mix: a carbon price, energy efficiency and technology policies

efficiency and technology policies P Technology support policies

form the necessary “core policies” L°e2‘:g§zisz§;5nf°f long-term

to remain on the least cost

pathway41 and ensure that

reductions are achieved in Europe | I f
q

rather than elsewhere.

Without these supplementary
policies, higher carbon price than
necessary would result.

‘3\/ MtCO,

Carbon price mediates
action economy-wide

Policies to unlock cost-effective
energy efficiency potential

Distinct renewablesnaturity levels
require distinctpolicies

There are 2 main reasons why
carbon pricing alone cannot deliver the optimal price signal42. Firstly, markets in the
real world are imperfect; in particular they lack some crucial information such as the
technological cost reduction potential of renewable technologies and the impact of
behavioural changes on cost reductions.

Under carbon pricing alone, only the most mature - therefore most competitive —
technologies will be deployed, irrespective of their real mid- and long-term cost
reduction potential; it will thus lead to decisions that are dictated by instant
competitiveness rather than by the lifetime competitive potential of the technologies
under consideration.

And because most renewable technologies require almost all costs to be paid upfront as
capital investment, they are fully exposed to the market variability of carbon and energy
prices in terms of cost recovery.

Without a stable and predictable policy framework, markets factor in a risk premium
that substantially increases capital costs and hence global renewable costs.

Energy dficiency targetis requiredto fully capturecost efficientindigenous potential
The Emissions Trading System (ETS) and the EU’s “Effort Sharing Decision” (ESD),
which covers non-ETS sector emissions, allow up to 50% 3 and 100%** respectively of
required emission cuts to be met outside the EU, through the international Clean
Development Mechanism.

In addition to displacing the economical and social benefits of these investments, the
effectiveness of these ‘offset’ reductions are sometimes questionable due to the lack of
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efficient carbon offset guarantee.-

This is why, as well as setting a greenhouse gas emissions reduction target for 2030 in
line with science and equity, the EU must also support ambitious targets for energy
savings and renewables. -

Transparentand predictable market interventions are essential

Obviously, as carbon pricing policies, such as ETS, and supplementary policies interact,
there is a need for them to be designed as a package to ensure they are complementary
and do not undermine one another.

For instance supplementary policies that introduce too much of the required emissions
reduction introduce uncertainty to the carbon price.

Therefore, the optimal “policy package” must be reviewed regularly to maintain the
coherence over time, particularly when there is a strong interaction between policies.
In order to ensure predictability and foster investment confidence, the policy package
review p‘rlcs)cess must also be well defined and must ideally occur at predictable time
intervals

Finally, it is essential that targets are binding. Without legal enforcement, there is no
guarantee that the necessary actions are taken at the required scale, even if they make
economic sense.

This could notably be observed with the indicative target for 2020 energy savings that
has resulted in a lack of public and private investors attention.
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EU is bound to
higher energy prices

Over the last years,
the United States have

Ratio of European Union, Japanese and Chinese to US industrial
electricity prices including tax in the New Policies Scenario

benefited from the 240 Versus United States:
very rapid €35 == European Union
development of shale 30 A - Jcah‘:::

gas extraction through 25 M

a hydraulic fracturing 20 S e ——

process, also known 15 =AU

as “fracking”. 10 A4

While the exploitation
of indigenous shale
gas has allowed the
United States
economy to benefit
from low gas prices,

there are many reasons why it is very unlikely that EU could replicate the US Shale gas
46 47

r T T T T g
1990 2000 2011 2020 2030 2035

revolution
The IEA estimates that fossil fuel dependency of Europe will even strongly increase
from about 60% today to more than 80% in 2035, with oil prices expected to increase by
another 30% by then®

In this context, Europe will continue to remain a “price taker” in a globally constrained
market and is expected to suffer a structural energy price disadvantage compared to
other economic blocs, in particular the United States.

EC Energy Director General, Philip Lowe put it simply: “Europe will have to learn to
live with expensive energy prices49”.
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With structurally higher energy prices, Europe will need to build its competitiveness as a
champion of low carbon products and services.!

The only possible response for EU is to structurally improve Europe’s cost efficiency by
bluntly embracing a policy driven energy transition and to reap the benefits of becoming
a more resource efficient economy in a resource constrained world.

To achieve this objective, Europe will have to take resolute actions to promote its
indigenous resources, notably renewables and energy efficiency - by far the most
important available indigenous resource - and to complete the economic and technical
integrations of its internal energy market.

The impact of climate policies is largely overestimated.

The claim that renewable energy leads to higher electricity prices is a gross
simpliﬁcations0

Even though the context of households and industrial prices are different, renewables
have not been a dominant element in electricity price increase, which is influenced by
numerous other factors.

Because wind, solar and water resources are free, there are no fuel costs to these
renewables and thus very low marginal costs, unlike conventional technologies.

This means that once up-front investment costs have been paid off, energy prices can be
lowered well below present levels while still paying renewable energy producers a fair
income. This is in contrast with fossil fuels.

For instance, the UK Climate Change Committee has found that up to 90% of price rises
in UK since 2004 are due to rises in gas prices and gas related infrastrucgllre investments
only .

Sensitivity of US industrial total material costs to CO, prices, 2011

35%
30%

Primary
25% aluminium
20%
15%
10%

5% i [rON and steel
Chemicals

0 10 20 30 40 50
Dollars per tonne of CO,

The impact of
carbon pricing on
industry
competitiveness is
also generally
moderate. For
example, the IEA
has calculated that
for the Energy

Intensive Industries
(EID) in US, a hypothetical carbon price of $ 10/tCO2 would increase costs on average
by about 6% for cement; 5% for primary aluminium, 2% for pulp and paper; and less
than 1% for both iron and steel, and chemicals®2.

In addition, total material costs could still increase significantly less or could even
decrease, were carbon pricing is accompanied by additional measures such as recycling
back carbon revenues in investments boosting industry competitiveness such as
subsidies on energy efficiency, innovation, infrastructure investment, or on granting free
allowances to EIls>>

Besides Ells, for the majority of industries, energy prices have only a marginal impact
as they represent a small share of production costs.

For instance, the average share of energy in production costs is less than 3% for both the
UK and Germanys4 %

That is why Business leaders rank energy prices only 7™ out of 10 key competitiveness
drivers>®

A recent study by KFW>’ concludes that by having to concentrate on increasing energy
conservation and efficiency, EU industry will build a long term structural competitive
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advantage over industries that will have been used to benefit from cheaper energy prices,
notably in the US.

If the EU wants to improve the competitiveness of its businesses, the evidence suggests
that it should not focus on energy prices alone.

Instead, the EU should concentrate on strengthening its comparative advantages in the
development of new areas of high value added, high quality activities such as low
carbon and environmental products and services, where it has already gained a strong
foothold.

@RJISIS-2/ 1 I"'M!>/0&5'-(,3!9-,+$H2-L!(5!/$$0$0!

Low carbon innovation must be stimulated and protected at EU level

A more integrated industrial strategic plan and policy framework is needed in order to
accelerate the development and deployment of cost-effective low carbon technologies.
International cooperation between EU Member States should be stimulated in order to
avoid duplication, encourage cross-border cooperation and benefit from economies of
scale where major investments are needed and can best be mutualised.

An EU regulatory framework should also help to safeguard the EU’s innovative low
carbon intellectual and technological capital from “low-carbon leakage”, i.e. ensure that
drivers of the EU low carbon competitive advantage are maintained and protected in a
way to stimulate internal industrial development, economic growth and high quality job
creation in Europe.

Carbon Leakageanust remainavoided by adequate policy measures

Of course Ells, which represent an important economic activity for Europe, typically
have higher shares of energy in their production costs, and may suffer competitive
disadvantage due to higher energy prices, when having to compete on a global scale.
This is why it has been and will remain important throughout the transition to
adequately support these industries with sector-specific policies such as indicated
earlier, to ensure they compete on a level playing field.

Many independent analyse558 %960 jemonstrate that up to now, there has been no
evidence of carbon leakage, which indicates the efficiency of these specific policy
measures.

Indeed, many Ells already have low-carbon solutions available® now or on the horizon
- meaning that they also have the opportunity to benefit from a low-carbon transition if
given the right incentives and requirements.
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Energy investment can be compatible with public deficit reduction®® %% it is largely
private sector-led and long-term, especially suited to institutional investors who
collectively hold € 13.8 trillion in assets, equivalent to 100% of EU GDP.

In order to unlock the billions private investment needed to achieve the energy
transition, EU will have to ensure an investment security compatible with the long-term
investments characterising energy infrastructure investments®*

To mobilize the huge investments needed for the transition, the financial sector should
also succeed to channel long-term savings into long-term investments and to provide
innovative risk sharing facilities®>.

The European Investment Bank, connecting Europe Facility and EU Project Bond
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financing could also further help leverage greater private sector investments®®.

Global investment in clean technologies is currently running at about $ 280 bn a year67,
less than 1/3 of the $ 1tn a year estimated by the IEA needed in new infrastructure
projects by 2030 to make the shift from a coal- and oil-based economy to a low carbon
regime compatible with the 2C° threshold.

According to C. Figueres, UN Climate chief, this represents 5 to 7 times less than
investments currently injected for financing oil and coal assets®®,

@IIM/7&-1,735\&$B

|

Based on the latest IPCC®® and UNEP Gap report70, about 2/3 of proven fossil fuel
reserves are “unburnable”, i.e. they must remain buried in ground if we want to limit
temperature rises to 20C™)

Recently, work jointly carried out by 28 international scientists established that any new
unabated coal was simply not compatible with the 2°C trajectory72.

This stands in stark contrast with the fact that there are currently 69 new high carbon
emitting coal plants being planned across Europe, with a capacity of over 65 GW, i.e.
over 150% of the total capacity of all new EU power installations in 201 17374

FOSSIL FUEL RESERVES

I 3,863 GtCO, |
Qil Gas Coal
982 GiCO, 690 GtCO, 2,191 GiCO,

2°C budget
1050 GtCO,

Therefore, continued investment in carbon intensive generation technologies such as
coal, based on the hopes that significant abatement will be made possible later through
the generalisation of Carbon Capture Transport and Storage (CCTS) technology, is
simply contrary to scientific, technological and economic evidence. They therefore
constitute an irresponsible strategy to support.

GH4$9%-$/%%5

|
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Author: A. El Gammal

Contact & enquiries: adel.elgammal@lowcarbonfacts.eu
Visit: www.lowcarbonfacts.eu
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