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The EU ETS

Covers 15 to 20 000 installations in the EU 25

First period 2005-2007, second 2008-2012

First period: only CO2

Allocation of allowances (EUAs) by member states

Guidelines for allocation

National allocation plans (NAPs) by March / May.

Guidelines for monitoring and reporting
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Linking with JI and CDM projects

Draft “Linking Directive”

Agreement needed between the EU Parliament and 

the Council, target date May

Controversial issues: 

 Cap on JI and CDM? 

 Double counting of emission reductions

 Large-scale hydro, nuclear

 “Carbon sinks”



What about bioenergy?

Bioenergy:

 If done by EU ETS participant, automatically included (if it 

reduces emissions from an “installation”). 

 JI and CDM projects: Pending decisions on linking, 

including the double counting issue

 If project is in “non-Kyoto” country: not eligible

 Domestic (same country as installation that uses the 

offset) projects: currently not foreseen.

Double counting concerns



What about carbon sequestration?

Carbon Sequestration: afforestation, reforestation 

and  cropland / grazing land management are most 

likely candidates.

 Within ETS installation: not eligible

 JI and CDM: Pending decisions on linking, inclusion of AR 

seems unlikely at the moment, concerns about tCERs 

and lCERs. 

 Domestic (same country): Most likely not. 

Esp. if other domestic project types, and JI/CDM sinks, 

not eligible. 



It is noteworthy that ...

Projects eligible only if in other countries

C sequestration projects not eligible

Domestic bioenergy projects outside the ETS 

benefit only indirectly, depending on pricing 

changes of energy from fossil fuels

There is an ongoing discussion about pricing in 

costs of EUAs into electricity prices

(power producers vs. industry). 

Will there be free allocation of allowances in future? 



Directive for “renewable electricity”

 Quantitative targets for each EU member states

 Fixed feed-in tariffs or auctioning of “right to add-on 

payments on power price”

 Green certificates trading

 Seems to trigger many biomass projects, up to 100 MW

 Biomass market issues become relevant

Directive for liquid biofuels

 2% by 2005; 5,75% by 2010

 Various models for incentives at national level

Directives on cogeneration, buildings, renewable 

heating and cooling

Other EU policies that support bioenergy



Comparison: McCain 
Lieberman Bill

Covers all installations > 10 000 tons CO2 / year

Covers transportation sector (via refineries and 
petroleum importers)

Allows project offsets including  reductions by 
sources not covered by the trading program, 
including

 Afforestation, reforestation

 Agricultural and conservation practices

 Forest preservation

Double counting a constraint on domestic bioenergy  

projects



Bioenergy and “sinks” in the CDM

Afforestation and reforestation are “in”

Also included: 

 Biomass energy projects that displace the use of fossil fuel

Many developing countries do not have

 Big opportunities for fossil-fuel reductions

Most do have either: 

 High LULUCF emissions

 Big LULUCF opportunities

 Large share of biomass in primary energy



Renewable energy in the CDM
that replace fossil fuels
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More efficient biomass energy
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Bioenergy projects that 
are eligible

Bioenergy displaces fossil fuel (most proposed CDM 

bioenergy projects)

 Use of biomass residues (fuel switching, e.g. biomass 

residues) 

 Replacing coal, oil, natural gas, kerosene etc.

Non-CO2 greenhouse gases are reduced 

 landfill gas recovery

 Methane recovery through enhanced animal waste 

management



Bioenergy projects that 
are not eligible

Demand-side management in bioenergy systems

Improvement of the efficiency of biomass production 

and conversion that leads to 

 Less consumption of fuelwood or other biomass fuels

 (or the same amount of fuelwood used to provide energy 

to more users)

 Less degradation of lands

 Less deforestation

 More build-up of carbon on the land

Joint IEA Bioenergy / FAO submission to the CDM 

Executive Board (Meth. Panel)



ETS conclusions and outlook

Prices currently around 13 € per ton CO2

Trading is slow, but to pick up once NAPs agreed

Start in 2005, independent of Kyoto Protocol status

Entry into force will influence post 2007 targets

Bioenergy projects key for many installations, esp.

in Finland, Sweden, Austria, Eastern Europe

C sequestration projects most likely only from 2008

Linking of JI and CDM mechanisms may “save”

these even in absence of KP entry into force.


