Maximizing Benefits and
Opportunities: Lessons from
the Climate Neutrality

Journey: the Estonian
Example




This is a story in 3 parts

Addressing the anxieties and building confidence

Assessing pathways and making choices

Following through and moving forwards



Creating confidence in
climate neutrality



2019: a lot of anxieties amongst
politicians, entrepreneurs, citizens

* Will the public get behind the decision?

 What about energy security and inflation?

 What does it mean for the competitiveness for our economy?
 What will happen to North-East Estonia (i.e. oil shale region)?
e Isitactually doable or an utopia?

 Who's gonna pay for it?

Do we all have to become vegans and close agriculture?



Government procured a study to
address these concerns

Reaching climate neutrality in

Estonia
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Key expectations for the study

* |s going to net-zero emissions in Estonia by 2050 doable?

 What additional measures, beyond measures and activities
already planned/implemented by Estonia, should be taken in
order to achieve the increased total greenhouse gas emissions
reduction ambition by 20507?

 What will be the costs and impacts associated with this

transition?



What we delivered?

We built a easy-to-use toolbox and a narrative

dentifying current and future

trends of GHG emissions T
Consultation with | Develop a model
‘ stakeholders
Establishing key sectors to
reduce GHG emissions .
Expected outcomes
Define a scenario to *  Potential measures to reduce GHG emission
Finding potential list of achieve carbon neutrality *  Renewable Capacity requirements and
measures potential implementation period
*  Financial assessment for public and private
I investments (CAPEX, OPEX, MACC )

*  Socio-economic impact assessment (lobs

Data collection based on the created, GDP change ina year)

measures
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Which created basis for comparison between
possible actions in various sectors

Marginal cost of
CO2 emissions
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And showed what the whole story
would look like
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What messages emerged from our
analysis?



Is climate neutrality doable in
Estonia by 20507



Yes.



Are we on track?



No.
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What do we have to do?



1.Reduce emissions by 2050 to ca 2,2 Mt CO2
eqv

2.Ensure CO2 removal in LULUCF sector by ca 4
Mt CO2 eqv



We need to act fast, because:

* It will increase the chances of actually meeting the

goal
* Will bring greater economic savings

e Can create new focus and long-term competitive
advantage

SE|

|



3 main focuses 2020-2030

1. Energy efficiency in all sectors
2. Energy carriers/supply towards climate neutral

3. Carbon removal in LULUCF



2020
2028

2040
246
HED

Climate neutrality is hard:
we needed to implement
85% out 60 measures in
energy, buildings,
transport, agriculture,
industry, LULUCF sectors
to reach climate neutrality
by 2050 — all sectors need
to contribute



Does reaching climate neutrality cost
exactly 17,3 billion euros?



No.

It will depend on policy choices



Energy, transport and buildings
dominate the investment needs
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Joonis 7. Investeeringud aastate ja sektorite kaupa, miljardit eurot (aasta 2020 Investeeringuteks arvestatud 61,8
miljonit eurot).



Will all this be additional cost to the
society?



No.

a) we invest into these areas anyway, we just
need to invest more and greener

b) altogether, these measures would bring
economic savings



Early investments will start to generate
economic savings in the last decades
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Joonis 8. Meetmete aastane kogukulu € kul “-* slis kegutulu) sektorite ja kimnendite kaupa.



The required investments are
affordable

SECTOR

Energy
Buildings
Transport
Agriculture
LULCF

TOTAL

2021-2030 2031-2040 2041-2050 |
Publiicizis;;or Private sector Public sector Private sector Public sector Private sector
563 4856 58 2574 60 515
698 1727 698 1727 138 300
T79 1005 510 39 447 330
B85 44 - - 0 _
515 51,5 515
9812 min € 5658 mln € 1842 min €

This means on average 4% of the GDP in the next

decade, 2% of the GDP in the second decade and less

than 1% in the last decade.



Majority of the investments will be
made by the private sector

Hooned 1534 3 754
Energeetika 881 7945
Transport 1736 1374
Toostus (protsessid) - 4
Pallumajandus a8 &8
LULUCF 155

KOKELU £ 194 1312
osakaal (%) 24% TB%

Tabel 5. Investeeringute indikatilvne jactumine avaliku ja erasektori vahel.



These investments will not “just
happen”

* Need to remove administrative, regulatory barriers
e Create stimulating investments environment

* Ensure the skill and competence base



Change in GDP (M EUR/year)

How does climate neutrality impact

GDP and jobs?
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REPUBLIC OF ESTONIA

- GOVERNMENT \ Q Search -
Prime Minister, News and "Estonia 2035" Stenbock COVID-19 crisis Security Situation
Ministers v contacts v development strategy v House webpage in Europe

fal  MNews @1 IMAGE
The government supports the achievement of European climate neutrality by 2050

The government supports the
achievement of European climate
neutrality by 2050

03.10.2019 | 17:19

The government supports the achievement of European climate neutrality by 2050
Photo:

News

W Stenbock House, 3 October 2019 — At today's session, the government approved positions on
= Europe’s long-term strategic vision ‘A Clean Planet for All', whereby Estonia in principle

@ supports setting the goal of climate neutrality by 2050 for the entire European Union.

f

According to Prime Minister Jiri Ratas, investing in combating climate change is investing in
our future, wealth, and wisdom. 'l am convinced that every euro we invest in combating climate

L4 change and new technologies will give us multiple returns, both in wealth and in quality of life.
This is supported by the SEI Tallinn analysis released earlier this week. Thanks to the analysis,
we have a road map on how to invest wisely in combating climate change, the prime minister

o said. The prime minister also considered it important to raise awareness, so that people would
make environmentally sound decisions in their daily consumption, transport, and nutrition
choices.



Helping to make strategic
choices in energy policy



To move forward with climate
neutrality policies, government...

 Launched new energy sector development roadmap
process

* Initiated several key policy research studies

* Created high level green transition expert group to
directly advise prime minister and cabinet members



3 major studies — 1) electricity 2) heating and
cooling 3) gas sector

Decarbonisation of regional
%I Stockholm gas market

Environment
4 Institute

Transitioning to a climate-neutral cooling in Estonia by 2050
electricity generation

Transitioning to a carbon neutral heating and

Summary report

Deliverable 8 Report:
Final report

Frank Gera ics
Nora Chelkh - Trinomics
{lo Kask - Pilvero

Olavi Grinuald - Finantsakadeemia

In Association with:

Trinomics #

Finantsakadeemia

Pilvero OU

Trinomics & E2Modelling

http://basrec.net/projects/development-of-the-eastern-baltic-regional-gas-market/



From pathway modelling — to economic
impacts — to policy action plan

» D2 — Report on baseline data collection
D1-
Inception
report _| .| D3 —Report on the relevant scenarios for a decarbonized gas market in Estonia
Ll L
by 2050
N D4 — Report on the impact assessment of the scenarios for a decarbonized gas
market in Estonia

N D5 — Report on the risk analysis of the scenarios for a decarbonized gas market in

Estonia

D6 — Report on the sensitivity analysis of the scenarios for a decarbonized gas
market in Estonia

> D7 — Action plans for achieving a carbon neutral gas market in Estonia

D8 - Final report

D Reporting D Data collection Modelling Policy analysis



We can ensure security of supply with

clean technologies
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Wind, solar and batteries were economically
the most competitive technologies
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Out of all the scenarios, only oil shale
pathway had negative economic impact

Macroeconomic adjustment of the different pathways (demand & price effects), cumulative GDP (2025-2050) based on S1 base case results
billions of euros difference compared to the business as usual pathway
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Green policy expert group delivered
to government:

* Memo-style report to decision-makers

* Building on existing research and S EEROITT T
strategies EKSPERDIRUHMA RAPORT

07.04.2022

* Qurroleis to be the spotlight and focus
on systematic, inter-connected problems

* Priority recommendations for
governance and 9 topical areas

* Create sense of urgency and mobilize
action in 1-2 years to speed up transition

https:/fwww.valitsus.ee/media/4870/download




Commitment from cabinet and
cooperation was vital

* One on one with cabinet
members

* Without press, without extra
media activities

* Taking time — 2 hour sessions,
covering limited number of
topics




Following
through and
pushing forward



New coalition government has in 2023

* Approved holistic green policy action plan that covers ca 80% of
high-level expert group recommendations

* Created Climate Ministry and brought all key topics under one
umbrella

e Simplified planning procedures for wind parks

* Increased investments grids

* Increased investments into Energy efficiency

e Carried out biggest auction for renewable electricity

 Gearing up green agenda actions in across all sectors



Modelling can give you tools and a way forward,
but it will not replace political courage and

commitment!



Thank you for your
attention!



