ENVIRONMENT

FINDINGTHE .-
FORMULA

All airlines flying into Europe will soon need to show

how they intend to disclose their carbon emissions and
transport data, the first time aerospace’s environmental
impact has ever been so publicly held to account
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ENVIRONMENT

limate changs js hot and aviation is
abot tio feal the full blast of regula-
tory heat. The directive incorporat-
ing aviation-into the BEuropean
Union emissions trading scheme (EU ETS)
entered into force earlier this year, meaning:
that from 2012 all sirlines landing or taking
off from EUJ airports will have ta surrender
carhon dicxide allowances —or earbon credits
—under the bloc's cap-and-trade system.

And while member states have the next 12
months 1o draft the directive into national law,
airlines are being wamned that they need to
lnok sharp because by the end of August [see
2012 Hmeline! they will need to have submit-
ted a monitoring plan cutlining the exact
methodology of how they will go about accu-
rately, reliably and transparently monitoring
and reporting emissions and payload data,

Simply put, they will have to show exactly
how they go about declaring how much fuel
they burn carrying freight, mail and passen-
gers hetween city-pairs.

The whale purpose of the directive essen-
tially is to cap greenthouss gas emissions from
aviation to 3% below average 2004-6 levels in
2012, with the cap incressing to 5% for the
201320 perlod, The cap means that fast-grow-
ing aviation will start trading carbon with an
sffoctive “shortage” from the outset, aspecial-
ly as; under the new rules, itmay have to pur-
chase 15% of its carbon credits either via auc-
tion or on the allowancs market, or simply
reduce emission to surrender allowances
equal to their verified emissions.

CREDIT DISTRIBUTION

The distribution of carbon credits will be
based on the mumber of tonne-kilometres
[TK], which is basically the distance - & great
circle, plus 95km {50n0m] — times payload car-
ried during the crucial 2010 henchmark year,
So the method by which that data is collected

and collated nesds to be officially signed off. |

by the end of 2009,

Benchimarking will determine the numiber
of free allowancss an aitline receives based an
its verified TK number divided by the total
verified TH numbers for all sirlines,

Should the quality of an airline’s monitor-
ing plan be queried by those charged with po-
licing the system, however, then a carrier
could severuly jeopardise its all-important ap-
plication for thase free carbon credits from the
competent authority of their administering
member state.

From the first quarter of 2013, when carbon |

trading goes live, those allowances will need
te be surrendered based on actual 2012 emis-
sions that have been monitored and verified —
until then, in 2010 and 2011 an airline needs
simply to monitor and submit verified mis-
sioms reports, It goes without saying that all
airlines will ultimately want as many free al-
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| lowances as possible when trading sterts,
The Enropean Commission, which is still
hammering out the detailed guidelines for the
monitoring, reperting and verification (MRV)
of the emissions and tonne-kilometrs dala
stresses that these rules are necessary to en-

regardless of nationality and of which mem-
ber states will be overseeing an airline's eom-
pliance with them.

sultancy and verifier PricewaterhouseCoop-
ers, which also advises member states and
| alrcraft operators on the emissions trading
| scheme,

“MRV is an important concept in the EL
ETS to ensure aircraft operators menitor and
teport both TK and emissions data in an ac-
curate and comparable manner, verified by
independant auditors,” Kruijd says.

4511, there may be a mumber of issues or
gaps eitherin the regulations or the forthcom-
ing guidance that will only become apparent

“Operators must focus on
producing a complete set of
data in a reliable mannet”
JEROEN KRULD

PricewaterhnussCoopers

when aircraft operators start to do the real
thing, as some of the things they do in practice
may not mest with the requirements.”

Tven so, he expects operators te have to
meake IT system changes throughout 2009 and
have a constant dialogue with verifiers during
that time in an attempt to develop workable
and efficient solutions.

“Oiperators must focus on producing a com-
| plate set of data in a relisble mannes. If they

report incomplete data or data that cannot be
sufficiently proven to be accurate, then the
verifler will not be able to sign off on the num-
bers presented.,

“There Is no point in saying yes, we possess
L all the source TK data and emissions reports

TIMELINE FOR 2012 START

sure & harmonised application of the directive |

| Jeroen Kruijd heads MRV services forcon- |

fior thie year, bul sorry, we can’t reconcile anid
present it ina verifiable way."

Kruijd says lange airlines will have much of
the data systems available, although even they
need to bewars of missing out on specific is-
sties such as wet-leasing and codeshares.

“The cost burden for some aircraft opere-
tors may be relatively high, and while bigeer
compenies will have the means to develop ro-
bust date management systems that meet the
ETS requirements, some smaller ones such as
husiniess jat operators may suffer from having
inefficient reporting processes,” he says.

STEERING GROUP

Kruijd forms part of an International Emis-
sions Trading Association steering group in
which verifiers, operators and regulators are
working topether to determins what different-
sized alrfines face in terms of issues and how
to prepare for them, This may lead to effective
group solutions for smaller operaturs such as
joint [T-based MRV systems.

For Chris Essex, who heads business devel-
opment st UK low-cost carrier Easylet, the
EC's approach has 5o far drilled down Lo the
nth degres on the speeifies of an individual
flight and accuracy of fusl flow meters or
weighing scales, something which he thinks
is misguided when the real challenge resides
in reporting data from mobile sources.

“Tar EasyJet, it's the complexity of gatting
the data back off the aircraft — and that’s not
much a simple task when you are anning 1,000
flights a day with aircraft biased all over Europs,
Wie're ficing a huge challenge,” he says.

“Do you load it on to a USB stick, post it,
156 a terminal downlosd or send it via a mo-
bile phone link?" asks Essex, “All we are say-
ing is keep it simple. The more the guidelines
attempt to be specific, the more problems air-
lines will encounter. The original template is-
suad by Entec — the consultancy charged by
the Commissio: to formulate the MEV rules

| — went inte micro-detail and we questioned

whether this was necessary.”
Essex adds that data needs o be presented
on & simple ageregsted emissions basis, be-
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Airlines do not want to ruin the environment, but emissions trading complexity could trip them up

wvond which & verifier can delve in an effort to
plug any gaps in knowladge: what fuel was
uplifted,; what was barned plus data from any
on-board metering device.

“Adrlines will find themszelves tripping up
not betavse they want to main the environment,
but simply because it’s so complex. Emissions
trading for most airlines will be owned by the
fnance department, That reality provided much
of the motivation for EasyTet's launch of its car-
bon offset programme, allowing our treasury
function to gain experience in this field.”

Airlines will go to the allowanoe markets
and buy extra carbon credits from industries
that have excess allowances or alternatively
invest in project credits Certified Emiscion
Reductions arid Emission Reductions Units to
compensate for shortfalls,

Regarding revenues, business adviser Mer-
rill Lynch attempted last vear in its report

Aviation in EU ETS; An Incendive for Efficien-
cy to gauge the potential cost to the industry: |
While it admits that its analysis is highly sen-

“We hope Europe canblend |

| its plan into a sensible .

el reguiation” |

KOSTYA ZOLOTUSKY
Boeing Financizl Services managing director

sitive to key assumptions on growth and busi-
ness model, carbon pricing and auctioning
levels, in 2013 it estimates that the interna- |
tional airline community could be tapped for
anannual €2 billion {$2.56 billion). rising to
€3 billion in 2015 due to the lower cap.
Brussels says anctioning revenuss should be
used to.combat climate change at home and in |

the developing world, but has ultimately left
this to the discretion of individual member
states, something that has caused consternation
in the ranks of the warld's aivframers, who
would like to see that level of money at least
invested hack inte research and development

of future aircraft technologies.

EXAMINATION

Anaxamination of the praliminary list of ad-
ministering states bagsed on Euroconirol data
shows that France, Germany and the UK will
administer half the operators actively flying
into Europe. Data generated by Flisht Intarna-
tionals partner data service Innovata on the
basis of available-seat-kilomstres of non-EU

¢ airlines bears this out (see toble P32 ).

It could be & gold-plated bonanza moment

i forthe thres European powerhouses, although

Boeing, for one, is rallving airlines in calling
for vital government assistance to help tackle
this costly environmental burden, Bosing
managing director of environmental strategy
Billy Glover says this cross-industry: effort
will include a focus on government policy
and regulation so that it is move effective in
accomplishing environmental progress — in
other words help to fund it

Boeing Financial Services managing direc-
tor Kostya Zolotusky also envisages the costly
environmental burden making an impact in &
distinctly unilateral fashion. “Europe’s plan
creates non-market-based dynamics and we
hope Europe can blend it into a sensible sin-
gle global regulation,” he says.

The prospects of such a single global regu-
lation for aviation is elusive. While newly in-
augurated President Barack Obama has
maoved forward with automotive smissions
reduction plans, how his manifesto pledge on
introducing an economy-wide, market-based
cap-and-trade system to reduce carbon pollu-
tion will relate to aviation remains a mystery.
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