First stakeholder consultation on the CAFE baseline scenario

May 27-28, 2003
Brussals, Avenue de Beaulieu 5, Conference Room C

MINUTES

The first stakeholder consultation meeting on the CAFE baseline scenario took place on May 27-
28, 2003 at the premises of Directorate-General -Environment (DG ENV) in Brussels. The
meeting was attended by various services of the European Commission, national representatives
from Austria, Belgium, Denmark, Finland, France, Germany, Spain, Netherlands, Sweden, UK,
Cyprus, the Czech Republic, Lithuania, Slovakia, Slovenia and Norway, as well as from
industrial  stakeholders (ACEA, AECC, CEFIC, CEPI, EURELECTRIC, EUROPIA,
CONCAWE), the EEB and the European Environment Agency. Consultants from [1ASA, NTUA
and the University of Leuven also participated. The meeting was chaired by Matti Vainio from
DG ENV. A list of participantsis annexed to the minutes.

Objectives of the meeting

The chair introduced the objectives of the meeting: to consult stakeholders about projections of
energy and agricultural activities that would serve as input for the development of the CAFE
baseline scenario. He invited stakeholders to comment on the European-wide projections
provided and compare them with national and sectoral perspectives, so that at the end of the
consultation process shared, consistent and credible views on the future energy and agricultural
development would be available as a basis for the analysis within CAFE. While there was no
need to fully agree on all assumptions, stakeholders were invited to correct obvious mistakes
concerning past data, identify possible inconsistencies in projections and suggest more plausible
perspectives on how the future could look like. Consensus on the energy and agriculture scenarios
is crucia since this information is used for making projections in the RAINS integrated
assessment model and the TREM OV E transport model to produce the CAFE baseline scenarios.
The consultation process will be carried out in an open and transparent way, where all aspects
will be open for constructive criticism, while maintaining cross-disciplinary respect for diverging
opinions.

Thebasdline scenarios in the context for the CAFE work plan

Markus Amann (IIASA) introduced the workplan of CAFE baseline scenarios and the timetable
of activities. In 2003, work will be devoted to the development of the baseline scenario that will
outline the likely development of emissions and air quality in the absence of additional legislation
or measures in Europe. In 2004, CAFE will explore the main policy options for further
improvements of air quality, while fine-tuning of policy variants and subsequent policy advice are
planned for 2005.

Recognizing the inherent uncertainties in the predictions of some of the drivers that influence
future emissions (e.g., economic development, energy prices, policy preferences, etc.), CAFE will
accept a range of baseline projections that reflects plausible range of future developments. The
policy debate will then focus on environmental targets that lead to further improvements of air
quality and will explore the implications of aternative baseline projections on achieving these



targets. Thus, there is no need to reach full consensus of all stakeholders on all assumptions of
each baseline projection, aslong as overall plausibility and consistency is maintained.

In practice, CAFE will construct three baseline scenarios on energy devel opment:

- A Europe-wide consistent view of energy development with certain assumptions on
climate policies (as produced by the PRIMES energy model).
As a variant, a Europe-wide consistent view of energy development without climate
policies. For this purpose, CAFE will use the Energy and Transport Trends for 2030 of
DG Transport and Energy.
A compilation of officia national projections of energy development with climate
policies that reflect the perspectives of the individual governments of Member States. By
their nature, there will be no guarantee for international consistency in the main
assumptions across countries (e.g., economic development, energy prices, use of flexible
mechanisms for the Kyoto Protocol, assumptions on post-Kyoto regimes, etc.).

For agrlculture CAFE will use
a set of Europe-wide consistent projections of agricultural activities without CAP
reform, and
acompilation of national projections of activities supplied by Member States.
In addition, it is foreseen that a ‘ CAP reform’ projection will be made available by DG
Agriculture once the policy plans are agreed upon.

The CAFE workplan for constructing the baseline scenarios foresees

- the launch of the consultations on the Europe-wide projections on April 16, 2003, when
the CAFE stakeholders were given access to the energy and agriculture scenarios,
the first stakeholder consultation meeting on May 27-28, 2003,
the deadline for delivering national projectionsto ITASA by June 30, 2003,
the implementation of these projections in the RAINS integrated assessment model and
initial calculations of resulting emissions by August 31, 2003,
a series of hilateral consultations between 1IASA and experts from Member States and
industry to review the databases of the RAINS model from September to December 2003,
and
the finalization of the draft CAFE baseline scenarios by January 2004, to be reviewed in a
second stakeholder consultation meeting in February and finally accepted by the CAFE
Steering Group in March 2004.

Key assumptionsfor the Europe-wide energy and agricultural projections

Leonidas Mantzos (NTUA) introduced the key assumptions on drivers for the energy projections
developed with the PRIMES model (see the presentation slides on the IASA’s CAFE web site
http://www.iiasa.ac.at/rains/cafe.html).

Matti Vainio explained the assumption on how the decarbonisation of the energy system would
take place due to climate policies. Based on the guidance received from DG ENV’s Climate
Change unit it was agreed, that without prejudging the actual implementation of the Kyoto
agreement and of possible post-Kyoto regimes, the “with climate policies’ scenario assumes for
2010 for al energy consumers a revenue-neutral “shadow price” of €12 per tonne of CO,. It is
thus implicitly assumed that any measures having a compliance cost higher than this will not be
undertaken by the EU’s energy system, but that other sectors (e.g. non-CO, greenhouse gases
emitting sectors) would reduce their emissions, or that flexible instruments in the Kyoto Protocol



would be used. Also the possibility of using carbon sinks would add to the flexibility.
Concerning “post-Kyoto”, it was assumed that the “shadow price” of carbon dioxide would
increase linearly to € 20 per tonne of CO, in 2020. Thus, in 2015, the “shadow price’ is assumed
to be € 16 per tonne of CO,. The key assumptions made for the modelling exercise are available
by NTUA on the CIRCA web site.

The Long Run Energy Modelling framework contract of DG TREN will explore the implications
of aternative climate policies on the energy sector. However, for CAFE it is not foreseen to study
the wide range of possible climate policy variants in full detail, but limit the analysis to a
manageable set of key scenarios that provide best insight into the implications of climate policies
on air quality management. After al, CAFE is not about climate policies, but needs to merely
take the likely impacts of such policies into account.

Zbigniew Klimont (IIASA) reviewed the key assumptions of the agricultural projections used to
develop the baseline, pointing out that the agricultural projections assume lower GDP growth
rates than the energy projections.

Sectoral projections

Leonidas Mantzos (NTUA) presented results of the PRIMES model for key industrial sectors and
invited comments from industrial stakeholders. Stakeholders provided some initial and
preliminary comments on the key features of the PRIMES scenarios, while asking more time to
review resultsin detail.

Overal, UNICE, EURELECTRIC, EUROPIA/CONCAWE found the assumptions and key
results at the EU level reasonable and largely in line with industrial expectations. They sought
clarification on some specific issues: 1) the relatively high increase of natura gas in the power
generation sector was recognized as significant but not impossible; EURELECTRIC expects a
cod to still play an important role; 2) the contribution of renewable energy forms to power
generation was regarded as high; 3) the large-scale penetration of natural gas sector was
guestioned, in particular for rural areas in the Nordic countries, where the infrastructure is at
present not in place and consumer densities are low. 4) Questions about supply aspects were
raised in relation to the continued increase in diesel demand. The PRIMES mode suggests an
increase of diesel demand from freight transport at a faster rate than GDP growth, but computes
for most countries the further “dieselization” of passenger cars at lower rates than historically
observed. Thus, overal diesel and gasoline demands in the PRIMES scenarios are different from
the expectations of industrial stakeholders. The resulting product structure, together with the
strong decline in the demand for heavy fuel oil from inland consumption, may require
restructuring of the European refineries.

Agricultural projections

Agriculture is an important source of emissions of air pollutants that contribute to a number of air
quality problemsin Europe. After implementation of the SO, and NO, emission reductions of the
NEC directive in 2010, ammonia emissions, which originate predominantly from agricultural
activities (livestock farming, fertilizer application, etc.), will make the largest contribution to acid
deposition in Europe. Ammonia is also expected to become the dominating source of excess
nitrogen deposition, leading to eutrophication of ecosystems and thereby endangering bio-
diversity. Ammonia is also prominently involved in the formation of secondary fine particulate
matter (PM,s), which congtitutes a major health threat to the European population and is thus of
immediate interest to future air quality legidation. In addition, methane (CH,4) and N,O (nitrous



oxide) emissions from agriculture are important greenhouse gases. For CAFE, it will be important
to reach a good understanding of the future potential for controlling emissions from agriculture,
so that afair and cost-effective balance in emission control efforts across all economic sectors can
be developed.

Zbigniew Klimont (IIASA) introduced the agricultural projections provided by DG-AGRI (up to
2010), EFMA (up to 2010) and FAO (up to 2020). It was pointed out that assumptions about an
increased penetration of bio-fuels made for the energy scenarios should be harmonized with
agricultural projections.

Transport projections

Leonidas Mantzos (NTUA) introduced the projections of transport activities, for which the
PRIMES model foresees a strong decoupling between GDP development and transport demand.
These projections were compared by lan Williams (MSP) with initial and preliminary results
from the main assumptions used and transport volume forecast in the SCENES transport demand
model, which will provide input to the TREMOVE transport model. While some of these
preliminary results indicated fairly large differences between PRIMES and SCENES, it was noted
that the plan is to make the transport baseline of the TREMOVE model as far as possible
consistent with results from the PRIMES model. TREMOVE will provide important information
to CAFE by estimating the potential and costs of a wide range of emission control options for the
transport sector in much greater detail than what is possible by using the RAINS model aone.

ACEA requested a number of clarifications about the foreseen approach, inter alia 1) on the
assumptions on autonomous improvements in fuel efficiency, 2) the impact of the ACEA
agreement in the calculations, and 3) the use of findings of the Auto-Oil programmes. ACEA
presented initiadl comments from its member organizations, pointing out some inconsistencies
between PRIMES calculations and national statistics as well as earlier results from the Auto-Oil 2
programme.

Benedicte Oudart (CITEPA) informed the meeting that in the context of EGTEI CITEPA will
commission a study with Ricardo on the costs of emission control measures for mobile sources.
Results are expected for late summer 2003.

The chair summarized the sectoral discussions, stating that from the preliminary comments
received from industrial stakeholders the PRIMES baseline looks overal plausible, while details
need to be further explored. Some very recent policy development may/may not be included in
the PRIMES baseline. It is interesting to note that at the Member States level different projections
exist, which however are based on similar key assumptions.

Commentsfrom Member States

On May 28, 2003, the meeting discussed national perspectives on the Europe-wide energy and
agricultural projections.

Stefan Jacobi (DG ENV) summarized the present state of national reports on emission data and
programs received by the Commission under the reporting obligations to the NEC Directive.
While to date al countries except Luxembourg have submitted emission data to the Commission,
national programs are still missing from Belgium, Greece, France, Italy, Ireland Luxembourg and
Spain. Since this information is critical for the development of the CAFE basdline scenario, the
Commission took steps to start infringement procedures.



Finland, Slovenia and Sweden presented in-depth comparisons between the PRIMES projections
and their official national scenarios, raising a number of questions to clarify specific aspects. Both
Finland and Sweden are presently updating their official projections, but these would only
become available in the course of 2004.

Initial and preliminary evaluations were presented by Austria, Belgium, Denmark, Germany,
France, Netherlands, Spain and the UK as well as Cyprus, Lithuania, Slovakia and Norway. The
consultation processes on the PRIMES energy projections are not completed in these countries, so
that only first and rough comments could be delivered to the meeting.

In many countries, a comparison between the national energy statistics for the year 2000 and the
PRIMES model results revealed discrepancies. It was pointed out that the PRIMES model
consistently uses EUROSTAT energy statistics, while not al national statistics are fully
compatible with the EUROSTAT statistics. From the CAFE perspective, it was felt appropriate to
use internationally consistent sector definitions as adopted in EUROSTAT. It was agreed that
DG-TREN will provide the names and contacts of the national experts involved in the
development of the Energy and Transport — Trends in 2030 scenario so that stakeholders can
contact them directly.

A number of countries identified similar inconsistencies between national agricultural statistics
and the base year livestock numbers of the agricultural projections.

Hartmut Behrend (DG ENV Climate Change Unit) informed that as part of the implementation of
the Directive on Monitoring Greenhouse Gases aworking group will meet in Brussels on June 18,
2003 to compare the Member States' greenhouse gas emission projections with the projections of
the PRIMES model. As this work is closely linked with the energy projections, the National
Coordinators of the CAFE Baseline were asked to contact their counterparts to coordinate their
inputs in the CAFE and climate change processes. DG ENV will provide the names and contact
details of the participants to the meeting on 18 June.

The main long-term drivers (energy prices, economic development, etc.) assumed for the
PRIMES projections were considered as reasonable and similar to those that are presently used in
the countries. However, there are certain differences at the sectoral level, which need to be sorted
out in the future. In addition, the development of the transport sector, especially the share
between diesel and gasoline, needs further attention.

Most countries pointed out that their governments are presently developing energy projections,
which include policies and measures to comply with the obligations with the Kyoto Protocol
(including assumptions about the use of flexible instruments). However, many countries informed
that such projections would only become available in the course of 2004. Thus, it will not be
possible to deliver new nationally accepted projections to CAFE by the end of June 2003, as
foreseen in the CAFE work plan. This issue needs further reflection.

Andre Jol (EEA) informed the meeting about the EEA’s plans for developing the State of the
Environment 2005 (SoER2005) report. This analysis will rely completely on the CAFE baseline
projections. However, some additional sensitivity analyses may be carried out to identify key
factors that have critical influence on the future state of the environment. Such scenarios will be
developed jointly with the CAFE Programme. It will pay special attention to the agricultural
sector. EEA will not hold any separate stakeholder consultation on the data that will be used
process on its SOER2005 report, which should start in June 2004. However, EEA will consult its
stakeholders on the contents of the report.



Conclusions

The chair summarized the key issues of the discussions and proposed the next steps for the
development of the CAFE baseline scenarios. He acknowledged a general consensus on the main
drivers (such as GDP development, energy prices, etc) at the aggregated level. Since a common
sectoral definition needs to be adopted for the work in CAFE, he encouraged Members States to
identify and, if possible, rectify inconsistencies between national statistics and EUROSTAT.
Discrepancies in sectora projections should be discussed hilaterally between national experts and
the PRIMES modelling team.

The chair recognized the timing problem, particularly the fact that many countries are just now
developing their energy projections and will not have them agreed upon before 2004. However,
since the deliverable of CAFE, i.e., the thematic strategy on air, is mandated by the Member
States (i.e. the European Council) in the 6" Environmental Action Programme to be delivered in
mid 2005, the deadlines for data delivery cannot be changed either. Thus, the conclusion was that
if a Member State is unable to make available its energy projections up to 2020, the CAFE
baseline will use the energy projections submitted by the Member State to the UNFCCC in its
Third National Communication until revised national projections become available.

In this view, the next steps are as follows:

June 30, 2003:
- Comments on the PRIMES energy projections to be sent to IASA/NTUA
National coordinators will provide the national scenario or projection contained in the
Third Communication to UNFCCC to IIASA in the NFR format. Alternatively, countries
may wish to provide activity scenarios directly in the format used by the RAINS model.
Upon request, the RAINS team will make the appropriate formats available to national
coordinators.

August 31, 2003:
[IASA has implemented all national information in the RAINS databases and perform
initial calculations of emission projections.

September-December 2003:
Series of bilateral discussions between national coordinators/industrial stakeholders at
IIASA to review the national datain the RAINS moddl.

January 2004:
Draft CAFE baseline scenarios developed by I[IASA, to be reviewed at the
2™ stakeholder consultation meeting.

The chair thanked all for afruitful and constructive meeting, and closed it at 16.00.



MEMBER STATES

First stakeholder meeting

Brussels, 27 and 28 May 2003

Austria Manuela Wieser Federal Environment Spittelauer Lande 5 Tel: +43/1/31304-5957
Agency - Air A - 1090 Vienna, Austria Fax: +43/1/31304-5959
Emissions Department E-mail : wieser@ubavie.gv.at <

http://www.ubavie.gv.at/
Belgium Ir Bob Nieuwejaers Ministerie van de Koningsstraat 93 Tel: +32 2 227.14.60
Peter Meulepas Vlaamse Gemeenschap | B - 1000 Brussel Fax: +32 2 227.14.55

Administratie Milieu-, E-mail: bob.nieuwejaers@lin.vlaanderen.be
Natuur-, Land- en peter.meulepas@lin.vlaanderen.be
Waterbeheer
(AMINAL)
Afdeling Algemeen
Milieu- en
Natuurbeleid
Sectie lucht

Denmark Ulrik Torp Danish Environmental | Strandgade 29 Tel : +4532660100
Protection Agency DK-1401 Copenhagen K Direct: +4532660471
Ministry of Fax: +4532660479
Environment E-mail: ut@mst.dk

Finland Juha TurkkKi Ministry of Trade and | Box 32 Tel : +358 9 1606 4823
Industries F1 - 00023 Government E-mail : juha.turkki@ktm.fi

Finland Seppo Sarkkinen Ministry of the PO box 35 Tel : +358.9.1603.9685

(27 May only) Environment Fin-00023 Valtioneuvosto E-mail : seppo.sarkkinen@ymparisto.fi
Finland
France Marc Rico Ministére de Tel : (33)1421914 33




I"écologie et du
développement
durable - Direction de
la prévention des
pollutions et des
risques

Fax :(33)1421914 71
Http://www.environnement.gouv.fr/
E-mail : marc.rico@environment.gouv.fr
daniel.delalande@environment.gouv.fr

Germany

Oliver Schall, Reg.-
Dir.

Bundesministerium
fur Umwelt,
Naturschutz und
Reaktorsicherheit
Federal Ministry for
the Environment,
Nature Conservation
and Nuclear

Safety

Referat/ Division IG
13
Gebietsbezogene
Luftreinhaltung,
Atmosphére, Klima,
Area related air
quality control,
atmosphere, climate

Postfach/ P.O. Box 12 06 29
D - 53048 Bonn
Biro/office: Robert-
Schuman-Platz 3

Tel : (+49) 01888 305 - 2419
Fax: (+49) 01888 305 - 3974
NEU: E-Mail oliver.schall @bmu.bund.de

Spain

Angeles Cristébal

Ministry of
Environment

Plaza de San Juan de la Cruz
s/n
E - 28071 Madrid

E-mail : ACristobal@mma.es

Sweden

Johanna Andreasson

The Swedish Energy
Agency

P.O. Box 130
S - 63104
Sweden

Tel : 46.16.5442156
E-mail : johanna.andreasson@stem.se

Sweden

Marcus Carlsson

1VL Swedish

Tel : +46.8.59856331




Reich

Environmental
Institute

E-mail : marcus.carlsson@ivl.se

The Netherlands

Hans Eerens
Rob Folkert

RIVM/LED

P.O. Box 1
NL - 3720 BA Bilthoven
The Netherlands

Tel: +31 30 274 3012/3831 (Rob)

fax: +31 30 2287531 RIVM, 2744435 ACC
E-mail: Hans.eerens@rivm.nl
rob.folkert@rivm.nl

U.K.

Alan Irving (Defra)
Chris Dore and
Melanie Hobson (AEA
Technology)

Air & Environment
Quality
Department for
Environment, Food
and Rural Affairs

4/H14 Ashdown House
123 Victoria Street
UK - London SWI1E 6DE

Tel: 020 7944 6337
alan.irving@defra.gsi.gov.uk
Chris.dore@aeat.co.uk
melanie.Hobson@aeat.co.uk

ACCESSION COUNTRIES

Cyprus Christos Malikkides Department of Labour | 12, Apellis Str. Tel.: +35722300339
Inspection 1480 Nicosia Tel : +35722300330
Ministry of Labour CYPRUS Fax: +35722663788
and Social Insurance E-mail: roc.dli@cytanet.com.cy

Lithuania Vida Auguliene Environmental A.Juozapaviciaus Str. 9 Tel.: +370 5 2727784
Protection Agency LT-2005 Vilnius, Lithuania Fax: +370 5 2723273
Ministry of E-mail : v.auguliene@gamta.lt
Environment of http://aaa.am.It/
Lithuania

Norway Eli Marie Asen Miljgverndepartement Phone: (+47)22246022
et/Ministry of E—mail : ema@md.dep.no
Environment
Norway

Slovakia Lubomir Ziak Ministry of the nam. L. Stura 1 Tel.: +421 2 5956 2543

Environment
Air Protection

812 35 Bratislava
Slovakia

Fax: +421 2 5956 2662
E-mail : ziak.lubomir@enviro.gov.sk




Department

Slovenia Matej Gasperic Environmental Agency | S1-1000 Ljubljana, Vojkova Tel: +386 1 478 4558
of the Republic of 1/b, Slovenia Fax: +386 1 478 4052
Slovenia E-mail: mate].gasperic@qgov,si
OTHERS
ACEA Stefan Larsson ACEA Tel : +32.2.7387364
AECC Dirk Bosteels Association for | Av. de Tervueren, 100 Tel : +32 2 7432491

Emissions Control by
Catalyst

B-1040 Brussels

Fax : +32 2 7432499
E-mail : dirk.bosteels.aecc.be
WWWw.aecc.be
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CEFIC Peter Botschek Petrochemistry and Avenue E. van Nieuwenhuyse Tel: 32-2-676-7491
Energy 4, Bte 2 Fax: 32-2-676-7432
B-1160 Brussels E-mail: smo@cefic.be
Belgium
CEPI 27 May CEPI - Confederation | Avenue Louise 250, B-1050 Tel: (322) 627 49 11
Marc Bailli, COBELPA, | of European Paper Brussels Direct: (322) 627 49 23
+32 2 646 64 50 Industries Fax: (322) 646 81 37
28 May E-mail : m.bailli@cobelpa.be
Inneke Claes, E-mail : i.claes@cepi.org
+32 2 627 49 23 http://www.cepi.org
http://www.paperonline.org
CITEPA Bénédicte Oudart
27-28.5.03
EEA Stephane Isoard European Environment | Kongens Nytorv 6, DK-1050 Tel : +45.33367100
Andre Jol Agency Copenhagen K, Denmark Email : andre.jol @eea.eu.int
http://www.eea.eu.int
EURELECTRIC Jean-Guy Bartaire | EURELECTRIC EDF Energy Branch E-mail :

Sophie Castanet

1 Place Pleyel
93282 SAINT DENIS CEDEX

jean-guy.bartaire@edf.fr
sophie.castanet@edf.fr

Industry Bruno Celard | EUROPIA Boulevard du Souverain 165 - | Tel : +32 2.566.91.02
Petroleum JP. Berthelot CONCAWE B-1160 Brussels E-mail: bruno.celard@europia.com
M. JF. Larive CONCAWE BELGIUM Tel : +32.2.5669167
E-mail : jeanfrancois.larive@concawe.be
MEDD Daniel Delalande,
28.5.03
NGO Christer Agren The Swedish NGO Box 7005 Tel: +46-31-7114515
Secretariat on Acid 402 31 Goteborg Fax: +46-31-7114620
Rain Sweden E-mail: cagren@acidrain.org

Internet: www.acidrain.org
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Consultants

Markus Amann
Janusz Cofala
Griet de Ceuster
Zbigniew Klimont
Leonidas Mantzos
Joeri Van Rompuy

1IASA
1IASA
Transport Leuven
1IASA
NTUA
Transport Leuven

lan Williams MSP
Maria Zeka | NTUA
Griet de Ceuster ?
UNICE Suzie Baverstock UNICE Tel : +44.7712.835159
E-mail : baverssj@bp.com
CEFIC Detlef Brennecke CEFIC/Bayer AG Bayer AB, BIS Tel : +49.2133.51.5558
D-41538 Dormagen Fax : +49.2133.515893
Germany E-mail :
detlef.brennecke.dbl@bayerindustry.de
DG ENTR Dominique Simonis EU Commission ANSS8 E-mail : dominique.simonis@cec.eu.int
DG TAXUD Katri Kosonen EU Commission MO59 7/66 Tel : +32.2.2965675
E-mail : katri.kosonen@cec.eu.int
DG ENV Hartmut Behrend EU Commission BU9 6/134 Tel : +32.2.2986431
E-mail : hartmut.behrend@cec.eu.int
DG TREN Manfred Decker EU Commission DM24 8/38 E-mail : Manfred.decker@cec.eu.int
DG ENTR Caroline Hager EU Commission AN8S Caroline.hager@cec.eu.int
Excused :

Joel Valge, Ministry of the Environment, Estonia

Katarina Polanska, Ministry of the Environment, Czech Republic

Richard Ballaman, Federal Office for Landscape and the Environment, Switzerland
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