Resoelving the Confilict:
ERergy: Security. vs.
e Ky/eie/poest-2042  Agenda

Christepher €. Hormer
EUrepean Enterprise lnstitute
Warsaw: 26 June 2006




SLIAAAAELRY

The Blag for Ralapicl creziar cliversitlesitogl o sneeasiti ol
AS ;sioned: less Polish coal (coal to be very expensive under Kyoto)
NEissippertive of mere nuclear than planned (kyoto lobby)

AIENmUChmoere renewable than is possible (“very ambitious” plan
Gl [g;c- '(_)ptimistic could enly’ aveid well < 10% of projected emissions, per government)
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:rtshort and' despite recent events, the post-2012 Kyoto
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= —Agenda as presently structured by Brussels remains:
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— far greater dependence on foreign gas
& Also likely to pay Russia for GHG credits
® This Is contrary to and Is incompatible with energy security
® Yet that scheme is already a dead-end




Europe’s Kyoto Performance, Not Press Releases
CO2 Emissions Spike Since Kyoto (like Canada, Japan, et al.)
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Security Is Overrated!

m Green activists: “World leadgers must nort

allovy: conceri 1or enerqgy. security o
a/stract them rom taking promisea action

on. glepal wanmng.”
-- Jeremy Lovell, Reuters, 14 June 2006




\What IS that promised action?

s Coal phase-out, Increased use of biomass
(but not tee muchl), a strong hias against
Auclear and, In sum, massive increase In
dependence on Imported gas

= Sounds like a plan? Da




Poland’s Energy Profile

A Nuclear plant will respond to growth between now and then, but won't replace current supplies
So, where is the security in presently replacing coal? More Kyoto and “Energy Charters” with Russia?

Poland Fuel Share of
Energy Consumption (Quadrillion Btu)

=3 Coal

H Petroleum

B Hatural Gas

O Hywdro

240 m Geothermal,

wind, solar

62%




Polish, Global Energy Demand Rising

World Demand Increases up to 300% by 2050
One Reason the Rest of the World Rejects Kyoto Cuts: Energy Security

Figure 7. GDP and total fimal energy demand forecast.
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What Is Peland’s post-2012
GHG Position?

In November 2003, Poland vowed 40% GHG
reduction below: 1988 levels by 2020

Ihat means real cuts, or wealth transfers

At 20€ per ton this means transferring to, eg,
Russla €3, 672,000,000 per: Vear: &2,754,000,000 @ 15)

[425.67 (1988) x .6 = 255.4 - 439 MMT 2020 est = deficit of 183.6 MMT/yr. x. PRICE]

For ne benefit: No new countries are joining

Eveni it US involved ana Kyoto perfectly functioned
(neither are realistic): No detectable climate iImpact

Meanwhile, vast majority of world moves on




Pigvsitnat Peland’s Pesitien? =

2 'l\/léu ron) 2005, cit =lrogaziel Cotlglell e Vilalisiiees
Zelanerekjected to a lesser, collective EU promise
af Le 30% pelow: 19901 levels by 2020

- M# What? Poland makes the world’s 2d

=] ggest % reduction promise (40%), but 23 of
= {heother EU-24 need promise much less...while
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— “the rest of the world still moves on?

- ® Or, did Poland’s view of the future become
clearer with the assistance of Dr. Gazprom at the
Putin Clinic?




We know post-2012 Kyoto as
envisioned means “Imported” gas...

[Global gas demand is non-linear due to environment policies, feedstock uses and developing world]

Matural Gas Consumption and Production, 1993-2002
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Poland is already reducing coal use

Given Poland’s economic growth the % reduction is appreciable

Coal Consumption. 1993-2002
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With No Economic Security, WWho
Needs Enengy Security?

“T'he rising cests ofi reducing carbon dioxide emissions
Py smoekestack Industries may trigger a shifit in major
Investments, In suchi sectors from Eurepe to countries
Where carlben controels are less strict, analysts said. ‘In
the future, European; companies may: decide to make big
Investments abroad, say in Brazil, hecause Eurepe Is too
expensive,” Michael Grubl, chiefr economist at the
Carboen Trust, a UK thinktank [sic], told a Eurepean
power conference last week. “There Is an option of
driving energy- intensive industries out of Europe,” he
said on Friday.” --Reuters, 13 June 2006




StielicelViagazine
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Lo orog MEnt Scholars AlGUEC NN Seience magazine
IERESSUMING the AGW theory Is true there Is
JORY regilatory” selution until' revolutionary
g nologlcal preakthroughs emerge.

o ..a

ey ‘conclude that stabilizing greenhouse gas
~ emissions without seriously damaging the
economy Is not possible at this time:
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“CO2 Is a combustion product vital to how
civilization Is powered.”
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INECHNGIGEICaINePHBRSH AL
~,<JJ today ERergy sources that can preduce
IOf 0,300 per cent of present world power
w IOUL greenhouse emissions do not exist;
= ¢ her eperationally or as pilot plants. New
| J;—ftechnologles will require drastic technological
= DBreakthroughs. Carbon dioxide is a combustion
~— proeduct vital to how civilization Is powered; It
cannot be regulated away. But carbon dioxide
stabilization would prevent developing nations

from basing their energy supply on fossil fuels.”




Further Practical Considerations

The Industrial Revolution began with “renewable energy”
(largely charcoal from wood, plus wind, solar and hydro), it
was swifitly augmented with “non-renewable energy” (coal).

Only after non-renewable sources became viable to run the
economy did economic progress explode.

There is nothing wrong with renewables but they are a
diffuse energy source. Other than nuclear there are as yet
no equivalent high-concentrate energy sources.

Until this changes, a nation is poorly advised to force itself
off of hydrocarbons.

Of course, history also proves that from an environmental
viewpoint, the nation would do better by allowing its
citizens to create wealth and knowledge also.




U.S. Energy Consumption: 1775-2000

Hydrocarbon

Era

40 —
Petroleum

/

\N/
Renewable /*v’
30 — Era V

‘f Natural Gas

20 —
Nuclear
10 — Power
Hydroelectric
Wood Power . @ _
I o i T e e -
1975 2000

1775 1800 1825 1850 1875 1900 1925 1950

Source: U.S. Energy Information Administration

RB-Holdren Cato-16



World Carbon Dioxide Emissions by Region

Source: Energy Information Administration, International Energy Outlook, 2005
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There is a Plan B

= [he majority of the woerld’s countries (155)
LUnambiguously: reject Kyoto's caps;

= As such, Kyotoe excludes most present and future
emissions, now: and pPost-2012;

= [he majerity ofi the world's emissions are
presently coverea, by a different plan (China,
India, Seuth Korea, U.S.A., Japan, Australia)

= |t focuses on the technolegy path, net rationing
which has preven not te work, and unlike
rationing Is attractive to new entrants

s Objections to pact do not withstand scrutiny




Significance

Asia-Pacific Partnership on Clean Development and Climate

Six Asia-Pacific Pact Partners in 2003 accounted for:

64.7% of World GDP (MER) .
49.8% of World GDP (PPP)
45.2% of World Population

51.0% of World Total Primary
Energy Consumption

49.4% of World CO2

Emissions from the Fossil

Fuel Consumption and .
Flaring

64.5% of World Coal
Production

63.6% of World Coal Consumption

45.6% of World Petroleum
Consumption

55.6% of World Net Conventional
Thermal Electricity Generation

49.3% of World Total Net
Electricity Generation

30.1% of World Dry Natural Gas
Consumption

Source: Energy Information Administration, International Energy Annual 2003



Poland Is already pursuing Plan B

Energy Consumption per Dollar of GDP,
Linear Regression Trend and Data Points, 1920-2001

70,000

&0,000
E Crech Republic
= 0000 + Czech Rep.
=]
(] = Slovakia
2 40,000 4 4 Hungary
. « Poland
S 30,000
- —— Linear (Poland)
[
E_ 20,000 — Linear {Hungary)
=
0 — Linear {Slovakia)
@ 30,000

— Linear {Czech
a BEand

$ 3383883538388

Source: ElA Mobte: Data for former Czechozlovakia used for Slovakia and
Crech Republic 13901552




Poland is well-positioned for Plan B

Poland’s emissions will continue to increase, but their intensity is a good standard for improvement

Energy Intensity, 2001
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Things you rarely hear...
put must remember

EU-15 emissions have /ncreased since Kyoto,
and twice as fast as, eg., AMEerica’s

Despite rhetoric, Europe Is net “on track”
reduce emissions as promised; It can only try
and buy its way te compliance (once)

This Is despite (actually because) the US economy.
IS growing rebustly' while Europe’s stagnates

America’s energy. intensity Is alse iImproeving
faster than Europe’s

This Is because a strong economy, not rationing
or name-calling, improves GHG perfermance

Alternately, as was proved, there Is economic
collapse as the one proven way: to reduce GHGs




SENHCIUSION

Urdge eleletaZegifgadatigiifSsilaeeleffeee i SYo ief
/OOB—’ U275 thiat Will" preceed, ana'is not the issue

:LJro_c 'S emissions are /7sing, not falling
Tl e ! sSleNs what, iff anything, a post-2012 pact looks like
Neo- ne REW. IS Joining, so will be no new credit sources

w? tany post-2012 period, Poland must shift from selling
= -A*GFIG credits to buying them from, e.g., Russia

= Present Kyoto scheme is incompatible with growth
‘% Present Kyoto scheme is incompatible with energy security

® [For post-2012, seek a globally acceptable path: intensity,
technology- or sector-specific standards

Otherwise the current dynamic will continue...nowhere




