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Bioenergy Europe feedback Call for evidence for an impact assessment of
review of the EU ETS for maritime, aviation and stationary installations, and
of the Market Stability Reserve

Bioenergy Europe welcomes the opportunity to provide input to the European Commission’s
consultation on the EU Emissions Trading System (ETS) and Market Stability Reserve (MSR) review. As
a key stakeholder in renewable energy and industrial decarbonisation, we fully support the EU’s
ambition to reach climate neutrality by 2050, in line with the Paris Agreement, and strongly endorse
the proposed intermediate target of a 90% reduction in net greenhouse gas emissions by 2040. The
EU ETS remains a cornerstone of the EU’s climate policy, and its further evolution must enable the
scaling of emissions reductions and permanent removals, while maintaining cost-efficiency,
environmental integrity, and administrative proportionality.

Achieving net-zero emissions by 2050 requires urgent and parallel progress on both deep
decarbonisation and large-scale deployment of carbon dioxide removal (CDR) solutions. Bioenergy
Europe strongly supports the adoption of a net 2040 target that includes permanent carbon removals,
in line with scientific consensus that up to 10 GtCO,/year will need to be removed globally by mid-
century.

The inclusion of carbon removals in the EU ETS is not only scientifically and economically necessary
but politically strategic. Integrating permanent carbon removals within a compliance market creates
the long-term, reliable demand signal needed to attract private investment and unlock the scale-up
of this emerging sector. While voluntary markets play a foundational role in the early stages of
development, they are by nature insufficient to deliver the gigatonne-scale removals required by
2050. Integrating high-integrity CDR into the EU ETS provides a pathway to achieve net negative
emissions and ensures that emitters contribute proportionately to both reduction and removal.

To maintain environmental integrity, only permanent removals certified under the Carbon Removal
and Carbon Farming Certification (CRCF) Regulation should be eligible within the EU ETS. The “like-for-
like” principle - whereby long-lived fossil emissions can only be compensated by carbon storage of
comparable permanence - is essential to prevent greenwashing and uphold the system’s credibility.
Carbon dioxide emitted from fossil sources remains in the atmosphere for centuries, therefore it is
important that only permanent removals are used to offset such emissions within the EU ETS.
Temporary removal methods, such as those based on soil carbon or forestry, while valuable for climate
mitigation, are more susceptible to reversal and should be supported through other dedicated policy
instruments or potentially integrated into a future carbon market focused on land use and agricultural
emissions. We welcome the CRCF’s adoption of a tech-open definition of permanent CDR - methods
such as BioCCS, DACCS, biochar, and mineralisation that ensure a minimum of 200 years of CO,
storage. The integration of CRCF-certified permanent units into the EU ETS must be inclusive of all
eligible methodologies, without favouring or excluding specific technologies. This approach not only
ensures fairness and innovation but future-proofs the EU’s climate policy by allowing a diverse
portfolio of solutions to compete on merit, performance, and integrity.
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The integration of permanent carbon dioxide removals into the EU ETS must be carefully staged to
ensure it strengthens the system without undermining emissions reduction incentives. In the initial
phase, a central intermediary should manage early supply and act as the main buyer of certified
permanent CDR units. This would provide long-term revenue certainty, reduce investment risk, and
ensure environmental and price integrity during market development.

As the supply of high-integrity removals increases, and methodologies mature under the CRCF, the
system should transition towards allowing direct access for certified CDR providers to the ETS market.
Throughout this process, robust MRV requirements and registry alignment with the CRCF must be
ensured. Importantly, only permanent removals should be eligible to offset fossil emissions, in line
with the like-for-like principle.

To preserve the climate ambition of the EU ETS, the cap must be maintained or reduced, and the
number of CDRs allowed into the system should be capped and phased in gradually. The intermediary
body can also play a role in managing the supply, ensuring that removals complement, rather than
substitute, deep emissions reductions—especially in the hardest-to-abate sectors. This structured and
tech-open approach balances market stability, climate ambition, and the need to scale a diverse
portfolio of high-quality removals.

The inclusion of permanent carbon removals in the EU ETS must be accompanied by a robust
framework to ensure their effective and sustainable scale-up. Due to high upfront capital and
operational costs, public support is essential in the early phases of development to bring projects to
market and close the price gap between EU Allowances (EUAs) and removals.

A well-balanced policy mix of supply and demand instruments is needed to reduce investment risks,
accelerate deployment, and prepare the sector for ETS integration. We recommend:

e Increased RD&I funding through Horizon Europe, the Innovation Fund, and national
programmes to support demonstration projects.

e Blended finance instruments such as concessional loans, guarantees, and promotional capital
via public financial institutions to improve access to finance and crowd in private investment.

e Demand-side support through public procurement or Carbon Contracts for Difference
(CCfDs) during integration to support price-competitive entry into the EU ETS.

e Use of EU ETS revenues, including through the Industrial Decarbonisation Bank, to finance
procurement and create strategic links between CDR and industrial decarbonisation efforts.

Finally, to create long-term market certainty and avoid mitigation deterrence, EU climate targets
should be disaggregated into gross emissions reductions, permanent carbon removals, and LULUCF.
This will help establish a clear demand signal for removals while maintaining the integrity of the EU’s
net-zero pathway.
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Bioenergy Europe does not support lowering the current 20 MW threshold for inclusion in ETS1. The
introduction of ETS2 in 2027 will already bring installations below 20 MW under carbon pricing, using
a lighter and more appropriate regulatory approach for small emitters. Expanding ETS1 to cover
smaller installations would not significantly increase emissions coverage but would impose
disproportionate administrative and compliance burdens on smaller operators, especially those using
bioenergy. Experience from some Member States, such as Finland, shows that opting in smaller
biomass plants—when part of district heating networks—has been possible, but in practice has led to
excessive complexity. These national opt-ins are now being phased out precisely because the
administrative burden and associated costs outweigh the environmental benefit, particularly given
the low volume of emissions from these plants.

Moreover, Bioenergy Europe is highly concerned about the recently introduced 95% biomass
threshold in the EU ETS Directive. This provision risks excluding many biomass-based installations from
ETS1, even though they have already made significant efforts to decarbonise by phasing out fossil
fuels. Rather than being rewarded for these investments, these operators are penalised by losing
access to free allocation and facing increased compliance costs. Extending ETS1 to smaller installations
would only widen the negative impact of this rule, creating a perverse incentive to maintain a share
of fossil fuel use just to remain within the scope of the ETS. This undermines the very goal of the
system, which should be to incentivise the transition to 100% renewable and carbon-neutral energy
sources.

If the objective is to ensure broad and fair carbon pricing across all sectors, it is more effective to allow
ETS2 to gradually take effect and focus ETS1 on larger emitters where the impact of the Directive is
most meaningful. Rather than expanding the scope of ETS1, the Commission should prioritise
simplification of the existing framework. A more streamlined, coherent and predictable ETS will help
reduce regulatory burdens and encourage long-term investments in green technologies—ensuring
that the system remains effective in driving decarbonisation without compromising competitiveness.
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is the voice of the European bioenergy industry. It aims to develop a sustainable bioenergy market based
on fair business conditions. Founded in 1990, Bioenergy Europe is a non-profit, Brussels-based international organisation
bringing together more than 40 associations and 157 companies, as well as academia and research institutes from across
Europe.
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