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The group discussed potential interactions between Domestic Offset Schemes (DOS) in the EU and the 

EU-ETS concerning emissions accounting and free allocation of EUAs.  

The discussion can be structured along three examples:  

1. Switch from fossil fuel use in the non-ETS sector to electricity use from ETS covered fossil power 

plants.  

 This example covers DOS projects such as the switch from fossil fuel powered cars to electricity 

powered cars and projects switching from fossil powered non-ETS heating systems to electricity 

powered heat pumps.  

 A DOS project would basically claim the emission reduction that lies between the baseline 

(emissions from fossil fuel powered cars) and the project emission (electricity use of cars times 

the grid emission factor).  

 The project wouldn’t have any influence on the free allocation in the EU-ETS because electricity 

is not eligible for free allocation in phase III of the EU-ETS.  

 The project wouldn’t influence the cap of the EU-ETS, as the latter is already fixed until 2020. 

Theoretically the additional electricity demand could lead to an additional demand in EUAs and 

consequently to a higher price signal for EUAs. 

 Both, EU-ETS and non-ETS total emissions until 2020 are capped in EU member states. Therefore, 

a reduction of emissions in the non-ETS sector through a DOS projects would not necessarily 

lead to reductions on the accounting side. Several cases have to be distinguished:  

o If the DOS reduction would be used in the EU-ETS, an AEA should be cancelled. This 

would lead to a reduction of the non-ETS cap and to an increase of the EU-ETS cap.  

o If the DOS reduction would be used outside the EU, similarly an AEA should be cancelled.  

o If the DOS reduction would be used within the non-ETS sector for voluntary action it 

would depend on the actual intension of the voluntary action. In general it would again 

make sense though to cancel an AEA to avoid double counting.  

 

2. The second example concerns a potential DOS project that would replace non-ETS fossil fuel 

emissions for heating with ETS waste heat through a district heating system.  

 This project type would potentially lead to an additional free allocation for the EU-ETS 

installation. This would happen in case a capacity change would happen after the start of the 

project. This would potentially lead to an additional financial incentive.  

 It is debatable if this additional incentive should happen or not.  

 The project wouldn’t influence the cap of the EU-ETS. Because only waste heat is used, the 

installation wouldn’t change its emissions. Unlike in example 1, this project wouldn’t lead to any 

change of the EUA price signal.  

 Concerning the AEA cancelling, the same thoughts as in example 1 apply.  

 



3. The third example treats policy measures to reduce electricity consumption on the demand side.  

 Certain policies subsidy demand-side electric energy efficiency measures. Sometimes such 

policies claim GHG emission reductions as a benefit.  

 As most of GHG emissions for electricity production happen in the ETS sector, less EUAs are 

needed by power plants. The freed EUAs are used elsewhere.  

 Thus in order to claim GHG emission reductions it is needed to cancel EUAs in order to justify 

the claim for emission reductions.  

 

The group concluded the following: In the end the choice of DOS projects depends also on the choice of 

politics, which activities should be stimulated or not. Nevertheless; the accounting side of DOS plays a 

crucial role.  

 

 


