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Introduction

As global negotiations take place to reduce greard®gas emissions (GHG) and governments
agree to costly commitments and seek opportunities, Romania has to become a serious, credible
player. On one hand, we must meet in the upcoming years our obligations as EU members,
obligations which will cost us bothoney and efforts to build consistent policies that help reduce
GHG emissions in several sectors. On the other hand, depending on how we negotiate our
position in the EU, we could obtain funding for investments in energy and other sectors: an
opportunity which would allow us not only to reduce emissions, but also to produce more
competitive energy.

¢CKS F2tt26Ay3a NBLRNI SEIFIYAySa w2YFYyAlI Q& Ll2aaA
conclusions:we must be more modest and yet pragmatic abroad, and weust meet our
existing obligations with the help of consistent policies at home

First, so far Romania has not pursued consistent policies and positions in the EU, although the
commitments we already accepted are very costly. Romania’'s position in tleeridUimportant

enough to shift the balance in reaching an-&lde consensus or to influence significantly the
achievement of a legally binding agreement in Copenhagen. Therefore, our main goal should be
to make the most out of a scenario that we can bgreffluence. Instead of proposing ambitious
targets that we cannot achieve, we should stick to feasible options. It is recommended,
therefore, that Romania have a clear to build alliances arotived position currently held by

Polish and other Eastern Eurepn countries¢ KSaS O2dzy G NASa Nxa|l FAYLl .
common position in Copenhagen. In that event, Romania must negotiate compensations or a
division of contribution shares that does not cost us more than we can afford.

Second, we must followonsistent policies to meet the obligations we already are bound by, in
G0 KS 9120/ n ¢ H &G Mbisint®ahs that we should maximize the leverage of existing
financing sources and pass on to other sectors the experience with emffigignt projects
undertaken so far. For this, the World Bank recommended the establishment iosatutional
actor to facilitate the transfer of knowhow across sectors and coordination of energy
efficiency measures within the existing organizational framework (that mwithout creating
additional structures or bureaucracy).

Also, regarding our domestic policies, we should abandon plans that go against our EU
obligations and which have no justification in economic terfiifse current proposals to create

one or two integrated companies, in which thermoelectricoower generation could benefit

G OKSI LI O2 I-$ussidie® Ndm Cniydeod gower plants, would distort the economic
incentives for improved efficiency and emission reductionis addition, the government simply
does ot have enough money for investments needed to meet our environment obligations.
However, the private sector is very interested in privatizations of existing generation units
(Turceni, Rovinari, Craiova etc.), which would attract the funding needed toowapthe

e kS a2dzNOAY3I 2F wmE: 2F 9! Qa 208Nttt SySNHeé YAE T
primary energy consumption and a 20%emnhouse gas mitigation by 2020




efficiency of these units, meet environmental obligations to keep them running, and reduce
emissions.

The following report details the current international agreements and negotiations that generate
opportunities and risks for Romania; the costsoof existing commitments, assuming that no
agreement will be reached in Copenhagen in December; and also provides two examples of
inconsistent policies: AAU trading and thermal rehabilitation of buildings.




A brief history of international agreements onlimate change and next steps

While at political level there is a virtual consensus that huamaluced CO2 emissions affect the
climate, achieving a similar agreement to undertake corrective measures has proven more
difficult. The main international agesnents on climate action are illustrated in the figure below;

in addition to these key moments, there have been numerous discussions and attempts to reach
agreements, but with limited success.

Fig 1: History of climate change agreements
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The EU has beenlaader in climate change action from early on. In 1991 the first Community
strategy was issued to limit CO2 emissions and improve energy efficiency. The measures included
a directive to promote renewable energy, voluntary commitments by car makers taccee@®2
emissions by 25%, and proposals on the taxation of energy products.

The first accord on a global scale was reached in 1992, at the Earth Summit in Rio de Janeiro,
where 108 governments agreed upon several principles to reduce GHG emissions. Honever,
United Nations Framework Convention on Climate Change (UNFCCC) did not set any mandatory
limits on emissions and also did not establish the enforcement mechanisms for the countries;
these were to be detailed in subsequent protocols. Sinuous negatigiied finally to the Protocol
agreed in Kyoto in 1997. Industrialized nations (with the notable exception of USA and Australia)
and some Central and Eastern European (CEE) countries agreed to legally binding reductions in
greenhouse gas emissions of areeage of 6 to 8% below 1990 levels between the years 2008
2012, defined as the first emissions budget period. The current target remained in the end,
however, at only a 5.2% reduction, and it took 8 years (until 2005) for the Kyoto protocol to be
finally ratified by states and to enter into force. The Protocol introduced three flexible
mechanisms: the international emissions trading (countries can trade emission allocations); the




clean development mechanism (developed countries invest in projects that eedomssions in
developing countries) and the joint implementation (developed countries invest in projects that
reduce emissions in developing countries).

Before the Kyoto Protocol entered into force in 2005, the EU prepared the first European Climate
Chang Programme (200Q004), with the purpose of further developing the flexible mechanisms
for CO2 reduction at EU level. The Programme established the principles foraigdEmission
trading scheme (the future EU ETS, which was to become the largesttrf@rkenissions trading

in the world in 2005). It also proposed mechanisms to promotefists and vehicle taxation,
investigated further how Clean Development Mechanism (CDM) and Joint Implementation (JI)
could be linked to the emissions trading systeamd proposed incentives for private sector
engagement in CDM/JI projects. European Climate Change Programme 2 started in 2005, reviewed
the first Programme and remained the Commission’'s main instrument to discuss and prepare the
further development of theeU's climate policy. Thus, it further contributed to the development of
mechanisms and introduced additional aspects: geological carbon capture and storage, adaptation
to climate change, aviation, passenger road transport, energy efficiency, renewablgyesed
technology policy.
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Fig. 2Territory size shows the proportion, by their global warming potential, of all greenhouse
gas emissions that come from ther2)02

Since the Kyoto Protocol only covers emission reduction between-2008, governments
started to negotiate posKyoto agreements. Again, the EU took the leadership. In 2007 the EU
prepared the new energy strategy, with the objectives of ensuringirstgcof supply, deal with
climate change, and consolidating market competitiveness. Regardless of whether there would be
or not a postKyoto agreement, the EU will undertake unilateral measures for GHG reductions by
2020. The EU has thus committed itdelthe following targets:




