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A bit of history

2005 - 2007 (First period)

National allocation

Union Registry

Monitoring with Decision 2004/156
No banking (making it a “trial period”)
Plenty of EUAs

...with almost zero value

2008 — 2012 (Second period)

National allocation (again)
Monitoring with Decision 2007/589
Banking

Plenty of EUAs

Plenty of CER/ERU

Expanding market (high volumes but
still low values)

Aviation
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2013 — 2020 (Third period)

NIMs (EU allocation at last!)

Historical Activity Level & benchmarks

No free meal for electricity producers (auctioning)
No free meal for idle installations (partial cessation)
Carbon leakage

EUAs decline 1,74% annually (LRF)

Monitoring with Regulation 601/2012

Maritime (only MRV, no trading)

Backloading — first attempt to control the market
(about 900 million EUAs not auctioned)

“Stop the clock” a compromise with international
aviation

Largest volume of CER/ERU out of market in 2015

Market Stability Reserve — second attempt to
control the market

Brexit worries

Still plenty of EUASs but worries for next period and
MSR have (finally) changed the market




Carbon trading — a 14 years old story ‘ IPPC
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March 2006: 2nd period starts. All 1st 31 period starts. CER/ERU prices fall More than 2 Brexit
first emissions reports show period EUAs cancelled.  Banking of EUAs ( carry  sharply as international billion “floating” worries
serious overallocation, Price at 22,25 € (1/4).  over from one period to  negotiations on climate  EUAs. Prices are
price drops from 30,50 CERJ/ERU valid with 5-6 the next) is allowed. change are at dead end. dropping again.
(19/4) to 15,88 (30/6) € spread Prices drop from 6,52 € Since 2015, EU Eur. Com.
(2/1) t0 2,72 € (17/4) recognizes only CER intends to
issued by least developed intervene again
\ and island countries.
30,00 China, India, Brazil, S. /
/ \ Korea, etc. CER are out.
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March 2007: Market  Overallocation continues No more free EU intervenes with EU intervenes with MIEID II
collapses to 1 €/EUA  despite E.U. assurances. allowances to “backloading”. EUAs that “Market Stability reduces
(214) Price to 7,96 (12/2). electricity producers.  should be auctioned in Reserve” (MSR). grey spot
CER/ERU spreadto 0,5€.  Auctions become 2013 — 2015 are From now on, the market
Economic crisis also plays crucial reserved for 2019 — 2020  number of floating

a role but is offseted by

auctions. Prices EUAs will be held
lower fuel prices

gradually climb to 9 € within a range
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Carbon trading in Greece
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Number of transactions involving the

Greek Registr
ISty » The EU Registry publishes all data regarding

388 transactions with a time lag of 3 years
600 » Up to 2008, transactions mainly involve sells of small
500 guantities to banks and brokers abroad
400
+ 16-11-2006: First external transaction for the Greek
300 - .
200 Registry, an iron & steel company transfers 1.000
100 I I EUAs to SOCIETE GENERAL
0 - + Until 2009 largest volume comes from a single

8 & 5 8 8 8 d 9 9 I 8 company (more that 50% of total)
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» For the years 2009 — 2011 a significant number of
Volume (EUAS) transactions are under investigation due to
50.000.000 suspicions for “carousel” fraud. In 2010 there are 90
.000 suspicious transactions involving about 800.000
40.000.000 EUAs carried out by at least 3 companies a 2
personal accounts
30.000.000 * In 2013, electricity producers start buying all the
allowances they need to surrender.
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Fourth period — allocation process e R Y e

* In 2021 a new period starts. It will last for a decade (2021 — 2030) and is divided into two 5-years
sub-periods

* Asin previous periods, Eur. Commission will decide the total number of allowances as well as the
number of allowances that will be given for free in accordance with Free Allocation Rules (FAR)
[Regulation 2019/331]. So far:

Installations eligible for free allocation have already verified their baseline scenarios (May)
Ministry of Environment has finished checking NIMs and sent them to Commission (Sept.)
Ministry of Environment will send permit application forms to installations (November)

4t period permits to be issued by the end of 2020

Commission expected to publish final annual allocation rules (anytime now)

Commission expected to publish new benchmarks for consultation (anytime now)
Commission expected to publish preliminary allocation (first semester 2020)

Commission expected to determine cross sectoral correction factor (CSCF)

* Regulation 2066/2018, our new monitoring guide
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Fourth period — main issues
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« Asignificant reduction of allowances is expected.
Greek HALs are reduced due to economic crisis
Linear Reduction Factor increases to 2,2% per year
Commission would like to see reduced benchmarks
* Annual allocation rules:

HAL will be compared with AAL (average activity level: arithmetic mean of the related annual
activity levels for the two calendar years preceding the submission of a report). For 2021, AAL
refer to 2019 & 2020

+15% per year (instead of 50%, 75% and 90%)
5% step and min. of 100 EUAs when +15% is exceeded

Allocation changes due to capacity changes are abolished
* Carbon pricing
Prices depend heavily on Brexit news and coal phase-out
Prices up to 32 €/EUA are likely in 2020, (if everything goes well with Brexit)
4th period EUAs cannot be used to offset 3" period emissions

CORSIA, the ICAO emissions trading scheme for international flights is expected to deliver
emission allowances at lower prices (likely to be less than 15 €/allowance). But this remains to
be seen




Who is IPPC Ltd @ IrPPC
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v" IPPC specializes in environmental and climate change consulting. IPPC provides services that
cover the requisitions of the EU ETS and assure the customer’s maximum environmental and financial
benefit.

v" IPPC Ltd provides services in a large number of Industry and Aviation Operations which participate in
the mandatory EU Emissions Trading Scheme.

v' IPPC provides spot transactions brokerage services for its customers in accordance with MIFID Il
Directive and the Greek law

The services we provide include:

v" Development of emissions
monitoring plans

Environmental Impact Assessments
Environmental Reporting
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Emissions monitoring & reporting Environmental Management Systems
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Carbon trading and offsetting Air dispersion modelling

v' Data management
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