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SHORT JUSTIFICATION

A. The Emissions Trading System 

The EU is particularly committed to environmental protection and to leading efforts in the 
Union and internationally to combat climate change. This is reflected in the various legal and 
economic agreements adopted by the institutions and in the importance placed on 
environmental issues in EU primary legislation (Article 3(2) TEU and a title of TFEU).

In 2009, the Union adopted the climate and energy package in order to take action on the 
objectives identified by EU leaders in 2007 - securing a 20 % reduction in greenhouse gas 
emissions below 1990 levels by 2020, ensuring that renewable energy accounted for 20 % of 
EU energy supply and boosting energy efficiency by 20 %.

In this connection, Directive 2003/87 (and its subsequent modifications) establishing a 
scheme for greenhouse gas emission allowance trading is of prime importance. Following the 
directive's entry into force, the EU's policy focus changed from taxation (although this was 
not abandoned altogether) to the creation of an emissions market. This market was envisaged 
as a place in which greenhouse gas emitters, rather than States, could negotiate emissions 
allowances. 

The market enables a cap to be set on global emissions by restricting the number of emissions 
allowances. Emissions quotas are one way of applying the 'polluter pays' principle, in that the 
costs of pollution are borne by polluters themselves, rather than by society as a whole. This 
means that companies have to buy emissions allowances on the market, invest in cleaner 
technologies or reduce production in order for their emissions quotas to correspond to their 
actual emissions levels.

Society as a whole does not reap the economic benefits of this system (as opposed to a 
taxation approach). Rather, private companies are rewarded by the market for their efficiency. 
By the same token, the market penalises companies which are less efficient. 

B. Current situation and solutions

A balance therefore needs to be found between supply and demand for emissions allowances 
in order for the system to function properly. Central to this is ensuring that the carbon price is 
sufficiently high in order to reduce emissions and encourage investment in more efficient 
technologies, which are an important component of a transition towards a low-carbon 
economy. This is also essential to the success of the EU's industrial and energy policy.   

The serious economic crisis currently besetting Europe and collapse in prices have led to a 
surplus of emissions allowances and international credits vis-à-vis actual emissions levels.
The Commission has estimated that this surplus amounted to 955 million allowances at the 
beginning of 2012. The situation also looks set to worsen; a surplus is expected in 2013 
because of the transition to phase III of the ETS on 1 January 2013, which will temporarily 
but significantly increase the supply of emissions allowances and international credits.
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In amending the directive, the Commission is seeking to clarify the scope of its implementing 
powers in respect of the arrangements for the auctioning of emissions allowances. The 
proposed amendment would alter the timing of auctions on an exceptional basis in order to 
take account of the current situation in the allowances market. This is one of a number of 
structural measures needed in the future to address the challenges facing the ETS.

Given that the emissions trading system is a market, it should be governed by market rules to 
ensure its proper functioning. This does not mean, however, that the State has absolutely no 
role to play. The functions of public authorities, on the one hand, and of the market, on the 
other, are mutually beneficial. Whilst it is not the role of public authorities to create and 
organise markets, they should oversee and regulate them to ensure transparency and 
continuous market activity. This is not unique to the emissions market, but applies to other 
securities markets too.      

Given that the Union has opted for market principles rather than taxation, public intervention 
in the market should be limited and subject to strict timetables and conditions. This reform of 
the directive should not give the Commission free rein to make substantial changes to the 
rules guaranteeing market freedom. Doing so would completely undermine the foundations on 
which the system stands and change its nature entirely. An overhaul of this kind should only 
result from a comprehensive reform procedure. 

The proposal is in line with the Commission's commitment in the recent agreement on the 
energy efficiency directive to revise the timing of phase III auctions, as specifically requested 
by Parliament during the negotiations. 

The rapporteur therefore endorses the Commission proposal.

******

The Committee on Industry, Research and Energy calls on the Committee on the 
Environment, Public Health and Food Safety, as the committee responsible, to propose that 
Parliament adopts its position at first reading, taking over the Commission proposal.


