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2025/0380(COD) - 17/04/2026 - Committee report tabled for plenary, 1st reading/single reading

The Committee on the Environment, Climate and Food Safety adopted the report by Danuse NERUDOVA (EPP, CZ) on the proposal for a decision of
the European Parliament and of the Council amending Decision (EU) 2015/1814 as regards the market stability reserve for the building, road transport
and other sectors.

The committee responsible recommended that the European Parliament adopt its position at first reading as follows:
Increase the responsiveness of the price control mechanism

Members believe it is preferable for the price control mechanism to intervene quickly when the condition of Article 30h(2) of Directive 2003/87/EC is
met in order to start mitigating the surpassing of the price level sooner. That is why the report proposes to shorten the period within which the
distribution of the allowances from the reserve has to start in order to strengthen the reactivity of the price control mechanism from two months to 30
days.

Strengthen market predictability

In order to increase long-term market predictability, Members believe that the allowances placed in the reserve for the buildings, road transport and
additional sectors that have not been released should remain valid until 31 December 2033 and partially until 31 December 2035. From 1 January
2034, 50% of the allowances held in the reserve that have not been released from the reserve will no longer be valid. From 1 January 2036, the
remaining allowances held in reserve will no longer be valid.

Impact assessment
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Within four years of the start of the operation of ETS2, the Commission should conduct an impact assessment, including a distributional impact
assessment, and an evaluation of the environmental, social and economic impact of the remaining allowances in the reserve and determine the
appropriateness of partially or entirely invalidating those allowances. That evaluation will, where appropriate, be accompanied by a legislative proposal.

Possible measures to mitigate the potential social impacts of EU ETS 2

Members introduced in a recital a non-exhaustive list of possible measures to mitigate the potential social impacts of EU ETS 2 and, consequently, to
increase public acceptance of the system across the Union.

The Commission should take this into account when revising the EU ETS Directive. These possible measures are as follows:

- allowing Member States to temporarily not apply the system to residential buildings by way of derogation, provided the Member States have in place
other measures to achieve the effort sharing targets;

- strengthening and prolonging the EUR 45 price cap set in 2026 prices, and adapting the market stability reserve accordingly, including the frequency
and volume of releases of allowances and the volume in the reserve if necessary;

- ensuring the possibility to use revenues from emissions trading for direct support, such as climate dividends, without having to prove a positive
environmental impact;

- ensuring the possibility for full compensation of the costs passed through to vulnerable households.

By 1 March 2027, those options need to be duly assessed by the Commission with regard to their social and environmental impacts while ensuring
they would not be to the detriment of meeting the Union's climate goals.
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2025/0380(COD) - 29/04/2026 - Text adopted by Parliament, partial vote at 1st reading/single reading

The European Parliament adopted by 568 votes to 24, with 42 abstentions, amendments to the proposal for a decision of the European Parliament and
of the Council amending Decision (EU) 2015/1814 as regards the market stability reserve for the buildings, road transport and additional sectors.

The matter was referred back for interinstitutional negotiations to the committee responsible.

The proposal provides for targeted modifications to the parameters of the market stability reserve for the building, road transport and other sectors,
while respecting the overall design of the reserve, in order to improve its functioning until ETS 2 is fully operational.

The proposed amendments concern the following acts:
Strengthen market predictability

In order to increase long-term market predictability, Members believe that the allowances placed in the reserve for the buildings, road transport and
additional sectors that have not been released should remain valid until 31 December 2033 and partially until 31 December 2035. From 1 January
2034, 50% of the allowances held in the reserve that have not been released from the reserve shall no longer be valid. From 1 January 2036, the
remaining allowances held in reserve shall no longer be valid.

Impact assessment

Within four years of the start of the operation of ETS2, the Commission should conduct an impact assessment, including a distributional impact
assessment, and an evaluation of the environmental, social and economic impact of the remaining allowances in the reserve and determine the
appropriateness of partially or entirely invalidating those allowances. That evaluation shall, where appropriate, be accompanied by a legislative
proposal.

Possible measures to mitigate the potential social impacts of EU ETS 2

Members introduced in a recital a non-exhaustive list of possible measures to mitigate the potential social impacts of EU ETS 2. The Commission could
examine a list of possible options such as:

- strengthening and prolonging beyond 31 December 2029 the excessive price increase mechanism of EUR 45 set in 2026 prices, and adapting the
market stability reserve accordingly, including the frequency and volume of releases of allowances and the volume in the reserve, if necessary,

- assessing the feasibility of allowing Member States to temporarily not apply the system to residential buildings by way of derogation;

- ensuring the possibility to use revenues from emissions trading for direct support, such as climate dividends, without having to prove a positive
environmental impact or introducing other measures to minimise the cost passed through on vulnerable households.

By 1 March 2027, those options need to be duly assessed by the Commission with regard to their social and environmental impacts while ensuring
they would not be to the detriment of meeting the Union's climate goals.
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2025/0380(COD) - 27/11/2025 - Legislative proposal

PURPOSE: to enhance the effectiveness of the market stability reserve for the buildings, road transport and additional sectors in relation to the balance
of supply and demand.

PROPOSED ACT: Regulation of the European Parliament and of the Council.

ROLE OF THE EUROPEAN PARLIAMENT: the European Parliament decides in accordance with the ordinary legislative procedure and on an equal
footing with the Council.

BACKGROUND: Decision (EU) 2015/1814 of the European Parliament and of the Council established a market stability reserve in order to mitigate the
risk of supply and demand imbalances associated with the start of emissions trading for the buildings, road transport and additional sectors, as well as
to make it more resistant to market shocks.

The analysis carried out of the expected functioning of the reserve, taking into account recent information, indicates that targeted amendments to some
parameters would contribute to improving market predictability and to the stability of price movements in the early years of the new system.

CONTENT: the proposal provides for targeted modifications to the parameters of the market stability reserve for the building, road transport and other
sectors, while respecting the overall design of the reserve, in order to improve its functioning until ETS 2 is fully operational.

The proposal contains three measures to improve market liquidity in order to strengthen market predictability, reduce volatility and further address
excessive price increases:

1) Removal of the invalidity of allowances in reserve after 2030 : the 600 million allowances held in the market stability reserve will remain valid beyond
2030, which will improve the liquidity and long-term predictability of the market.

2) Modification of the injection rate mechanism to provide a more gradual and responsive release of allowances from the reserve into the market. The
proposal provides for a market stability reserve injection when the total number of allowances in circulation (TNAC) is between 210 million and 260
million. In such a case, the injection will be 100 million allowances minus twice the difference between the TNAC and the 210 million threshold.

3) A supplementary mechanism that adds a top-up mechanism of 20 million allowances to the number of allowances to be injected under the excessive
price control mechanism provided for in Directive 2003/87/EC. The objective is to further improve the reactivity of this mechanism to unwarranted price
fluctuations and enhance market predictability. This amendment carefully strengthens this mechanism by making it possible to release a higher number
of allowances in the market to further improve market confidence, which is important for planning decarbonisation investments.
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