e powering people

To the attention of Commissioner Hoekstra

cc: Executive Vice-President Ribera, Executive Vice-President Séjourné, Commissioner
Jargensen, Commissioner Tzitzikostas, Environment Ministers

Brussels, 11 June 2026

Subject: A predictable and competitive EU Emissions Trading System

Dear Commissioner,

For the second time in less than five years, the European Union is facing the billion-dollar
consequences of its continued exposure to imported fossil fuels, weighing on European
competitiveness, increasing citizens’ energy bills and undermining European energy security.

The structural solution out of this dependency is clear: doubling down on the EU’s clean energy
transition. At its core sits the EU Emissions Trading System (ETS), Europe’s most effective
decarbonisation tool.

The ETS has already delivered: emissions in ETS sectors have fallen by around 50% since 2005,
while the EU economy grew by nearly 30%. This proves that a well-functioning carbon market
can drive decarbonisation while supporting growth.

As the EU prepares the post-2030 framework, the priority should be clear: preserve a
predictable and robust carbon market, while updating it in a balanced way to reflect new
economic and geopolitical realities.

Against this background, Eurelectric proposes three priorities for the ETS review:
1. A predictable, meaningful and sustainable carbon price - ensuring a strong investment

signal while avoiding excessive volatility and safeguarding market stability.

2. An ETS that anchors industrial policy — mobilising ETS revenues and carbon leakage tools
to support industrial transformation and competitiveness in Europe, particularly by
recycling ETS revenues into industrial decarbonisation investments.

3. Asocially just transition —implementing a people-focused ETS2 backed by strong
enabling policies and funding, and ensuring a geographically balanced transition through

an updated Modernisation Fund.

Please find in Annex our recommendations for the upcoming ETS review in more detail.
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Eurelectric stands ready to engage constructively on a balanced and forward-looking ETS
reform that strengthens Europe’s energy security, competitiveness and climate leadership.

Yours sincerely,
- ; / [

Markus Rauramo Kristian Ruby
President of Eurelectric Secretary-General of Eurelectric

CEO & President of Fortum
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1.

In detail: Eurelectric recommendations for the EU ETS review

A predictable, meaningful & sustainable carbon price

Goal: Ensure a predictable carbon price that delivers a meaningful decarbonisation signal, while
avoiding an ETS “endgame” characterised by illiquidity and excessive price volatility in the late
2030s.

How to get there:

v

v

2.

Apply a holistic approach to assess the combined impact of ETS adjustments and ensure
the system remains crisis-proof in the next decade.
Avoid ad hoc interventions, as regulatory stability is essential to maintain investor
confidence and support first movers.
Adjust the Market Stability Reserve (MSR) to expected market tightness by making it more
flexible through changes to intake and release rates, thresholds and potential indicators
triggering action.

o Consider adding a buffer to the MSR lower threshold to avoid a sudden glut of

allowances and preserve market stability.
o Carefully assess the repeal of the invalidation rule to improve liquidity in the late
2030s without undermining predictability or enabling ad hoc interventions.

Ensure any update to the Linear Reduction Factor is aligned with the EU Climate Law and
2040-2050 climate objectives, while ensuring fair and cost-effective contributions across
sectors. Note that the intention of the revised Climate Law to allow for limited emissions
after 2039 can also be met by permanent removal credits and other flexibilities.
Strengthen anti-volatility measures through Article 29a to create a predictable, rules-
based cost containment mechanism during periods of excessive price volatility.
Preserve market liquidity by integrating permanent technological removals into the ETS,
linking with third-country carbon markets (starting with the UK ETS) and extending the
system’s scope to additional sectors.
Exclude international carbon credits from the EU ETS to maintain environmental and
system integrity.

The ETS as an anchor of industrial policy

Goal: Position the ETS as a core driver of industrial transformation and competitiveness, while

accelerating decarbonisation.

How to get there:

v

Improve the recycling of ETS revenues into industrial decarbonisation investments,
including through the €30 billion Investment Booster, €100 billion Industrial Decarbonisation
Bank and the Innovation Fund.
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3.

These initiatives should be funded by earmarking revenues from the regular ETS auction
calendar. Following the experience of REPowerEU, ad hoc allowance releases that
undermine market stability should be avoided.

Provide targeted and conditional support to manage carbon costs for sectors exposed to
carbon leakage.

o Free allocation can be maintained beyond 2030/2034, including for district heating,
but must be conditional on decarbonisation efforts and focused on export-oriented
and non-CBAM sectors.

o Harmonise indirect cost compensation mechanisms across the EU to ensure a
level playing field.

Strengthen carbon leakage protection through CBAM, the Temporary Decarbonisation
Fund and additional supporting measures.

Ensuring a socially just transition

Goal: Ensure that both ETS1 and ETS2 support vulnerable and highly exposed stakeholders,
including households, businesses and lower-income Member States, through their energy
transition.

How to get there:

v

v

Implement ETS2 in a predictable, socially just and politically viable manner by balancing
regulatory certainty for investors with adequate protection for vulnerable stakeholders.

To this end, prioritise the early and targeted use of ETS2 revenues to reduce costs for
citizens and businesses and support the transition away from fossil fuels. Mobilise funding
from multiple sources, including the Social Climate Fund, the EIB Frontloading Facility,
national ETS2 revenues and other instruments.

Reinforce solidarity across Member States by updating the Modernisation Fund to better
support lower-income countries in their transition.
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