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Main recommendations

The European Commission should present the quantitative characteristics of the options under
consideration, including numerical analyses and impacts at Member State level. Without such
evidence, itis not possible to properly assess the scope of the legislation or its effects on individual
Member State economies.

In KOBIZE's view, and subject to the above caveat, the preferred option is to maintain the current
policy architecture, combining the EU ETS with national targets (ETS + national targets).
This approach is consistent with the principles of the European Climate Law (ECL), in particular
transparency, simplicity and efficiency. National targets should continue to cover sectors that are
under the direct policy influence of Member States on the targets achievement. This approach
would strengthen accountability, limit the risk of regulatory inconsistencies and reduce
administrative burden by relying on existing mechanisms.

A broad range of flexibilities should be ensured, including cross-sectoral flexibility, flexibility
between ETS and non-ETS areas, flexibility between Member States and access to high-quality
international credits. At the same time, the system should remain simple and should take proper
account of the national circumstances of individual Member States, such as energy mix, income
level and GDP per capita.

The mechanism for setting national targets based on GDP per capita at market prices should be
maintained. Targets should be aligned with Member States' relative wealth and investment
capacity, thereby preserving fairness and solidarity within the Union.

Flexibilities should support the achievement of the main target, not become an alternative
compliance pathway or be made conditional on KPIl-based mechanisms.

The target should not be split into the main target (core component) and the target covering
flexibility (flexible component). Such a division would make the system more complex and less
transparent, weaken incentives for real emission reductions and make enforcement and
accountability of targets more difficult, and lead to a situation in which ambitious numbers do not
translate into actual action, thus jeopardizing the achievement of the EU's 90% net target by 2040.

Flexibilities should only support the achievement of the main target and cannot constitute an
alternative path or be dependent on meeting KPIs (Key Performance Indicators), as this would
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lead to conditionality in access to flexibilities and, consequently, potentially limit the possibility of
using these mechanisms instead of increasing them.

The broadest possible level of flexibility and technology neutrality should be ensured in the
design and implementation of climate policy after 2030 through coherent flexibility mechanisms,
i.e. cross-sectoral, between ETS and non-ETS, and between Member States, based on clear rules.
Target accounting should not be based on KPIs, the effects of which in the form of emission
reductions/removals in inventories may only appear after 2040.

It should be clearly defined from the outset whether, and how, CO; removals will be included in
the reduction target, which will have an impact on the setting of the gross vs. net target.

The starting point for the trajectory should be based on the latest available verified emissions
data available, preferably using at least a two-year average. This would limit the impact of outliers
and ensure more equal treatment of Member States.

National targets should be budgeted in 5-year periods. This would increase management
flexibility while preserving accountability.

The trajectory to the 2040 target should be at least linear, and preferably, should allow a concave
profile in the graphical sense used in this note (i.e. path above a straight line). This would provide
greater flexibility, creating additional room and time for adjustments and providing greater
flexibility in achieving the target, in particular through a real opportunity for trading between
Member States. This allows for the same level of reduction by 2040 to be achieved with a more
spread-out transition effort.

The framework should allow for the correction of targets in the event of significant changes in
economic or technological conditions.

Compliance with European Climate Law (ECL)

The post-2030 architecture should be fully consistent with the principles of the European Climate
Law, in particular ensuring: transparency and measurability of progress, cost-effectiveness,

simplicity of the system and reduction of administrative burden .

The framework should allow the use of up to_5% high-quality international emission credits

(offsets) from 2036, corresponding to a domestic net greenhouse gas emission reduction of at
least 85% by 2040 compared with 1990 levels and contributing to the EU's 90% net target,
provided that a transparent, credible and EU-level credit management system is established.

Assessment of current policy architecture

Clear allocation of competences and responsibilities. The current architecture distinguishes
between the EU-level instrument (EU ETS) and national-level instruments (ESR and LULUCF). This
assigns responsibility for sectors under the direct policy influence of Member States and increases
the practical controllability of policy implementation.




p
KOBIZE: Feedback on the EU climate policy framework after 2030 (EU Public consultation) @

Regulatory and institutional predictability. Maintaining the current architecture would avoid the
need to create and calibrate a new measure, reconstruct MRV systems, or redefine the division of
responsibilities between sectors.

High system transparency. The existing architecture allows responsibility for results to be clearly
assigned, actions and outcomes to be monitored by sector, and administrative burden to be
limited.

Consistency with national public policies. Sectoral targets are easier to explain and communicate
socially and politically at national level.

Investment predictability. A stable regulatory environment supports long-term investment
planning and strengthens the credibility of price signals, particularly in the EU ETS.

Solidarity mechanisms and fairness. The current system takes into account the differences
between Member States, including through the use of GDP per capita as a criterion in the
distribution of ESR targets.

Evaluation of the economy-wide approach

The current discussion indicates that a single national target for the entire economy, including
sectors covered by the EU ETS, ETS2, agriculture, and removals, or a separate target for LULUCF
and CDR, is preferred. This approach reflect the practice of some Member States, such as Germany
or Sweden. It can be potentially cost-effective, but it also entails significant political,
administrative, and environmental risks. Experience from Member States using such approaches
shows that an economy-wide target still needs to be supplemented by sectoral control
mechanisms.

In KOBIZE's view, at this stage this approach should not be presented as the preferred solution.
It should remain one of the options for discussion, subject to further quantitative assessment and
impact analysis.

From the KOBIZE perspective, the main disadvantages of the economy-wide option are as follows:

e Risk of blurring sectoral responsibility: It may become difficult to identify responsibility for
target failure, manage conflicts between sectors and maintain effective state control over
implementation. The MRV system would also become more complex. In addition,
introducing national targets into the ETS1 framework could undermine the credibility and
integrity of that instrument.

e Communication challenge: The public may not be able to see which sectors are actually
reducing emissions if the target is accounted for collectively across the whole economy.
Part of the result may come from sinks or removals rather than actual emission reductions,
especially if CDR is not clearly separated.

e Increased administrative burden: New settlement and accounting mechanisms would be
needed to integrate different systems and policy areas.
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E. Other architectural elements

» A number of elements discussed in relation to the post-2030 framework will have a material
impact on the final design of national target architecture. These include in particular:

e setting a net vs. gross target (whether removals should be included in the target),

e setting annual targets vs. (multiyear) emission budgets,

e starting point of the trajectory (year or years based on available emission data or based on
the 2030 target),

e shape of the trajectory to reach the target (linear, convex, concave),

e aproposal to divide the target into two components: the main one (core) and the one that
includes flexibility,

e workable flexibilities, including offsets (from both emission reductions and removals),
trading between Member States, transfers between periods, KPIs,

e compliance mechanisms, i.e. possible penalties/fines for failure to meet the target.

Fig. 1. Possible paths to reach the 2040 goal

— OO CEVE linear COMVEX

Source: KOBiZE

F. KOBIZE position

> Preferred option: the current policy architecture (ETS + national targets) should be maintained.

> National targets should cover sectors under the direct control of Member States (i.e. Member
States decide which policy measures to use to achieve the assigned targets). This approach:
increases transparency of accountability, reduces the risk of regulatory inconsistencies, and
reduces administrative burdens by leveraging existing mechanisms. It is essential to ensure a wide
range of flexibility (cross-sectoral and international), while maintaining the simplicity of the
system.

b If ETS2 is implemented , it is recommended to link it to national targets so that this mechanism
supports reductions in non-ETS sectors. Excluding ETS2 sectors from national targets would, in
practice, mean that the non-ETS system would primarily cover agricultural emissions. The
transport and building sectors are particularly sensitive and should therefore continue to be
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covered by policies and non-ETS targets at the level of Member State. In this area, the EU-wide
ETS2 system cannot be relied upon solely, as the situation of households varies significantly across
countries. EU Member States differ significantly in terms of income levels, so it is important to
emphasize that imposing a uniform emissions fee could lead to serious negative social
consequences in some countries (including weakening support for climate policy), while in others
it may not generate sufficient incentives to reduce emissions. Experience to date indicates that
national targets (ESR, LULUCF): strengthen Member States' responsibility, serve as an important
reference point for national policies, and provide predictability for investments, especially long-
term ones. At the same time, there is growing complexity of the system and uncertainty
surrounding flexibility mechanisms, particularly in the area of LULUCF.

Splitting the target into two components (core + flexible) may limit Member States' ability to
achieve their reduction targets and effectively manage flexibilities. Instead of a single, clear target,
there are two parallel components that will need to be planned, monitored, and reported
separately. This translates into a greater administrative burden, a greater risk of errors, and more
difficult climate policy management. Splitting the target into two sub-targets creates room for
accountability. Flexibility mechanisms should support the achievement of the core target, not be
parallel to it or limit its implementation. Under the current approach, flexibility begins to function
as a separate pathway, weakening the pressure for real reductions in non-ETS sectors. This leads
to a situation where “on paper” reductions replace structural measures. It is more difficult to
assess a state's actual contribution, which reduces transparency and comparability between
countries.

Throughout the discussion, it must be clearly defined whether the target is net or gross. If CO,
removal mechanisms are included in the system, it is essential to design the targets to account for
negative emissions in a transparent and consistent manner. This will avoid accounting ambiguities
and ensure that the contribution of removal activities is properly reflected without weakening the
incentives for real emission reductions.

Another key issue is determining the starting point. To ensure a level playing field and consistent
treatment among Member States, it is reasonable to maintain the current approach, based on the
most recent available verified emissions data and averaging over at least two years. This
approach limits the impact of outliers and increases the stability of the overall system. At the same
time, caution should be exercised against basing the starting point directly on 2030 levels or on
projections and scenarios (particularly with regard to the LULUCF sector). This type of approach
carries significant risks — both due to uncertainty regarding the achievement of the 2030 targets
and the possibility of this uncertainty being carried forward to the next commitment period. As a
result, it could undermine the credibility of the system and hinder effective planning of reduction
measures.

For greater flexibility, national targets should be budgeted for 5-year periods, similarly to LULUCF.

The shape of the trajectory to reach the goal in 2040 should be at least linear, and preferably
concave (i.e. above a straight line), which will allow for greater flexibility between years while
achieving the final result in 2040.

It is recommended to incorporate flexibility mechanisms into the policy architecture (and/or
strengthen existing ones). A broad scope of such mechanisms would be desirable, i.e. across
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sectors, between climate policy areas (ETS/non-ETS), and between Member States, specifying the
use of offsets, including in the ETS. Furthermore, grounding targets on reductions that are to be
achieved only after 2040 and are measured by KPls should be avoided. This approach introduces
significant risk, as targets should be calculated based on actual inventory data for a given period,
not forecasts or intermediate indicators.

It is essential to allow Member States to use international credits (offsets) to increase flexibility in
achieving climate policy goals, including within the ETS1 and ETS2 systems. This requires ensuring
high environmental quality, transparency, and integrity of these mechanisms. Creating a
transparent and credible credit management system, including an appropriate institutional
framework (e.g., the European Central Carbon Bank ECCB), is crucial to ensure uniform standards,
oversight, and consistency with EU climate policy goals.

A fair methodology for distributing the objectives, taking into account the financial capacity and
specificities of the Member States, is crucial. The mechanism for differentiating national targets
based on GDP per capita at market prices should be maintained. Lower-income countries should
have relatively less ambitious targets, reflecting their investment capacity and ensuring fairness.



