THE IEA'S OPPOI

TOWARDS SUCCESS IN MEE

OILCHANGE

INTERNATIONAL

The International Energy Agency (IEA)
says it wants to be at the forefront of
climate action, yet it has historically
published energy scenarios that are biased
towards the fossil fuel industry and guide
governments and investors towards
failure in meeting the Paris Agreement
goals.! Because its scenarios are used as

a “gold standard” worldwide,? they risk
becoming a self-fulfilling prophecy: The
IEA misdirects investment into fossil fuels,
which in turn locks in the dangerously
high levels of fossil fuel demand that its
scenarios project.3

This year, the IEA has a crucial
opportunity to get on track. After years
of pressure from investors, business
leaders, climate scientists, and climate
leaders,* the IEA has finally pledged

to develop an energy scenario that it
says will “put emissions on a path in line
with a temperature rise of 1.5 degrees
Celsius(°C).”® The IEA refers to this
forthcoming scenario as its roadmap to
net-zero emissions by 2050. It plans to
release this new scenario in a May 2021
special report.

This commitment must be the starting
point, not an endpoint, of meaningful
IEA reform.

To effectively guide the world towards
1.5°C-aligned investment, the IEA must:

1. Include a 1.5°C-aligned scenario at the
center of all its work, making it the core
scenario in the World Energy Outlook
from 2021 onwards. The IEA cannot
guide energy investment in line with
1.5°C if it sidelines this pathway in its
most influential publication.

2. Adopt a precautionary framework for
its 1.5°C scenario that prioritizes the
well-being of people, not prolongs the
fossil fuel era. Specifically, this means:

a. Prioritizing immediate and rapid
action to phase out fossil fuels.

b. Avoiding large-scale reliance on
unproven carbon-dioxide removal
or storage strategies, which create
intergenerational injustice and
increase the risk of mitigation failure.®

In the analysis that follows, we explain how the
IEA has veered off track in the past, and what
it needs to do to correct course this year.

MAKE 1.5°C THE CORE
WEO SCENARIO

IEA Director Dr. Fatih Birol has finally
committed to develop a fully-fledged

1.5°C energy scenario, but he has not yet
pledged to include this new scenario in

the 2021 World Energy Outlook (WEO), let
alone position it as the central scenario. To
guide policies and investments towards a
future fully aligned with the Paris goals, the
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IEA must put a 1.5°C-aligned scenario at
the heart of the WEO, rather than continue
prioritizing and providing the most detail
for scenarios that lack adequate ambition
on climate.”

Since governments reached the Paris
Agreement in 2015, agreeing to “pursule]
efforts to limit the temperature increase
to 1.5°C above pre-industrial levels,”® the
IEA has:

® Continued to position as the central,
default WEO scenario, a scenario
that steers investment towards a
catastrophic 3°C of global warming
(now called the Stated Energy Policies
Scenario, or STEPS).

® Given incrementally more emphasis to
its Sustainable Development Scenario
(SDS) but failed to increase its ambition
to fully align with the Paris goals. The
SDS is designed to limit warming
below 2°C. It would not reach net-zero
emissions until 2070 - 20 years too
late according to the analysis of 1.5°C
pathways by the Intergovernmental
Panel on Climate Change (IPCC).°

® The IEA took a small step forward in

2020 by introducing a 1.5°C energy
case with data up to 2030. But the
IEA omitted its implications for fossil
fuel investment from key sections of
the WEO and crucially from the data
tables that are used to interpret and
extrapolate WEO findings."®
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Figure 1: IEA’s figure of global oil demand by field type and scenario, with 2030 1.5°C-aligned demand added
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Source: WEO 2020, adapted by Oil Change International to show the IEA's 2030 demand estimate.

The IEA’s forthcoming, full 1.5°C energy
scenario must be central to the WEO'’s
analysis and conclusions. Otherwise, the
IEA risks misdirecting trillions of dollars
towards new oil and gas development.

The following chart (Figure 1), adapted

from WEO 2020, helps to illustrate how

this works:

® Taken from Chapter 7 on fuel supply,
the IEA’s figure shows projected oil
demand under the SDS (<2°C) and
STEPS (3°C) scenarios, compared to
projected supply from existing versus
new fields."

® The IEA’s original figure omitted the
projections up to 2030 from its 1.5°C
case. In that mini-scenario, the IEA
projected oil demand would drop to
65 million barrels per day (mb/d)
by 2030, a 34 percent decline from
2019 levels.”?

® By superimposing the IEA’s projection of
1.5°C-aligned oil demand onto the figure,
we find that the IEA’s own data show
virtually all investment in new oil field
development is incompatible with 1.5°C.

By emphasizing fossil fuel demand and
investment pathways that would push the
world beyond 1.5°C of warming, the IEA
normalizes overreliance on fossil fuels,
making pathways that are incompatible
with global climate goals the “default” to
governments and investors. The roadmap
towards success in meeting the full
ambition of the Paris Agreement must be
at the heart of the WEO - not roadmaps to
more extreme climate devastation.

ELIMINATE OVERRELIANCE

ON FOSSIL GAS

A 2020 study by Dr. Sven Teske at the
University of Sydney found that, “WEO
scenarios exhibit signs of a consistent

bias towards describing future pathways

- including those with specific climate
constraints - that create minimum disruption
to the incumbent fossil fuel industry.”™

In its climate-focused scenarios, the IEA
has consistently projected an expanded
role for fossil gas and actively promoted
investment in new gas infrastructure, even
as solar and wind sources become more

cost-effective in the power sector.* Major
oil and gas companies seize on IEA analysis
to justify their own gas expansion plans to
investors. For example, Total cites the SDS
in claiming that “gas consumption will soar
between now and 2040.”®

The 1.5°C case the IEA published in WEO
2020 continued this pattern of bias.”® In a
change from the SDS, the new case does
project an overall decrease in gas use to
2030. However, the rate is significantly
slower compared to 1.5°C pathways that
show relative precaution on deployment of
carbon dioxide removal (CDR) measures
and carbon capture and storage (CCS).

By comparison:

® The IEA’s 1.5°C case (NZE2050) projects
only a 9 percent drop in gas demand
over this decade (the yellow line in
Figure 2).

® By contrast, the 2020 Production Gap
Report indicates that gas should decline
by 3 percent annually to 2030 - or 30
percent over this decade - to provide
a 50-50 chance of limiting warming to
1.5°C.”
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Figure 2: Gas demand in IEA climate pathways vs. IPCC illustrative 1.5°C pathways with CDR constraints
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Source: WEO 2020, IPCC/IAMC 1.5°C Scenario Explorer

® Inthe P1and P2 pathways featured in
the IPCC’s Special Report on 1.5°C, gas
demand is more than 40 percent lower
than 2019 levels by 2030 (the blue lines
in Figure 2).1®

® Pland P2 are the illustrative pathways
from the IPCC report that model the
greatest focus on sustainability and
lowest reliance on CDR and CCS, which
remain unproven at scale.

In developing its fully-fledged 1.5°C
scenario, the IEA needs to turn a new
corner. Its new scenario should follow an
overall emissions reduction trajectory that
aligns with that of 1.5°C pathways oriented
towards sustainability and precaution on
CDR. The IEA must emphasise emissions
cuts across all sources and prioritize rapid
action to phase out fossil fuels.
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ABANDON UNREALISTIC
PROJECTIONS FOR CCS

The relatively high levels of fossil gas
reliance discussed above are enabled in
part by the IEA’s unrealistic assumptions
about the pace of CCS deployment. Rather
than accelerate deployment of solutions to
reduce energy demand and permanently
replace fossil fuels, the IEA’s 1.5°C case
from WEO 2020 assumes a rapid scale-up
of CCS that defies the technology’s poor
track record:
® The I[EA’'s 1.5°C case assumes CCS
projects will capture 1,150 million tonnes
(Mb) of carbon-dioxide (CO,) pollution in
2030.”° This is 2.5 times more CCS than
is assumed under the IPCC’s P2 pathway
in 2030 (P1does not rely on CCS).?°
® The world’s current CCS capacity is only
40 Mt, most of which is used to increase
oil extraction.?

\
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® The IEA’s own assessment of CCS
projects (Figure 3) shows just 10 Mt
of CCS capacity coming online in the
power sector by 2025.%?

® A recent review of the potential for CCS
in 1.5°C-aligned mitigation, prepared
by climate researchers at the Tyndall
Centre, concluded that fossil fuel-
based CCS is incapable of delivering
significant emissions reductions before
2030.8

Many Big Oil and Gas companies use
promises of future CCS deployment as a
justification for prolonging the extraction
and use of fossil fuels in the near term.2*
But they have yet to deliver. In explaining
why his company will not invest in CCS,
the CEO of Italian utility giant ENEL
summarized, “We already tried CCS in the
past and it didn’t lead to success. So why
do it again?”?
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Figure 3: Large-scale CO, capture projects in power generation,
SDS projections vs. actual development pipeline, 2000-2040
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The IEA’s forthcoming scenario should
be based on realistic projections of

CCS deployment - which point towards
minimal relevance in this decade - and
fast track proven solutions that will
permanently phase fossil fuels out of the
energy system.

ADOPT PRECAUTION ON
NEGATIVE EMISSIONS
TECHNOLOGIES

The IEA’s 1.5°C energy scenario should
show governments, investors, and
businesses what it will take to meet our
climate goals without gambling on large-
scale reliance on carbon dioxide removal,
also referred to as negative emissions
technologies (NETS).

The IPCC calls large-scale reliance on CDR
a “major risk in the ability to limit warming
to 1.5°C” because it remains unproven

at scale.?® The IEA has acknowledged

this risk in the past, warning that climate
pathways reliant on negative emissions
would “exacerbate the likelihood of
adverse physical impacts arising from
climate change”? and “could have negative
conseguences outside the energy system
related to land use, biodiversity and food
security.”?®

The 1.5°C case in WEO 2020 did not
include significant levels of bioenergy with
carbon capture and storage (BECCS) - the
main form of NETs in the energy sector. But
that is because its data stopped in 2030.
The IEA has previously suggested that

massive levels of BECCS could be deployed
after 2050 to redirect the SDS towards a
1.5°C trajectory.?® The IEA used misleading
comparisons to IPCC scenarios as a “smoke
screen” to justify those assumptions.3°

In developing its full 1.5°C scenario, the
IEA must fully embrace precaution - not
excuse risky assumptions on the basis that
other scenarios make them too. Of the

53 no- or low-overshoot 1.5°C scenarios
assessed in the IPCC 1.5°C report, more
than half exceed the 2050 sustainability
limits for deployment of afforestation and/
or BECCS cited in the same report.s' A
2020 report by Chatham House concludes
that:3?

[BECCS’] prevalence in the models is not
based on a comprehensive analysis of its
feasibility and impacts, and often rests on
the erroneous assumption that biomass
for energy is inherently carbon-neutral.
To the contrary, there are many reasons
to conclude that BECCS cannot be
deployed at the scales assumed in the
majority of Paris-compliant emissions
pathways.

If carbon budgets are exceeded, and NETs
fail to materialize at scale or prove effective,
then humanity’s chance at stabilizing the
climate at agreed levels would be gone. The
IEA must avoid incorporating this unjust,
risky gamble into its own 1.5°C scenario.

GUIDE GOVERNMENTS
TOWARDS A MANAGED AND
JUST PHASE-OUT OF FOSSIL
FUEL PRODUCTION

Effectively tackling the climate crisis is not
simply a question of addition, or ramping
up new clean technologies. It is also a

challenge of subtraction - winding down
the industries whose pollution is causing
the problem.3334 Yet, the IEA’s analysis has
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Figure 4: CO, emissions from developed global fossil fuel reserves, compared to carbon budgets within range of the Paris goals
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Sources: Oil Change International analysis based on data from Rystad Energy, IEA, World Energy Council, IPCC and Global Carbon Project. Carbon budgets shown are as of 1 January 2020.

historically sidestepped the urgent need for
government action to manage a just and
rapid decline of fossil fuel extraction that
both meets the Paris goals and protects
affected workers and communities.

In WEO 2020, the IEA warned that the
world had already built enough fossil fuel-
burning (or demand) infrastructure to lock
in 1.65°C of global warming and discussed
the need for early decommissioning of
some of this infrastructure.®® However, the
IEA remained largely silent on, or continued
to promote, the expansion of fossil fuel
extraction (or supply) infrastructure. On
supply, the IEA focused on policy levers
such as methane regulation or investment
in CCS that offer minimal disruption

to fossil fuel incumbents while being
insufficient to ensure a 1.5°C-compatible
decline of production.

This is a massive oversight for an agency
seeking to position itself as a leader on the
energy transition. Existing analysis shows
that:
® Total oil, gas, and coal production
must decline by 6 percent annually this
decade to align with a 1.5°C limit, yet
governments are currently planning to
increase production 2 percent per year.®

® Already developed oil, gas, and coal
extraction facilities contain enough
reserves to push the world well beyond
the Paris Agreement limits (Figure
4).37 Moreover, a significant portion of
already operating oil and gas fields and
coal mines will need to be phased out
early to keep warming below 1.5°C.

The IEA’s forthcoming analysis, and all its

climate-oriented work, should:

® Acknowledge and address the risks of
carbon lock-in from new investment in
fossil fuel extraction.

© Meaningfully consider policies
governments can implement to manage
the phase-out of production in line with
a 1.5°C warming limit, including banning
new licensing of fossil fuel exploration
and extraction and removing subsidies
for fossil fuel production.

® Fully address the equity and just
transition dimensions of a fossil fuel
phase-out. The Lofoten Declaration,
signed by over 700 civil society
organisations worldwide,® as well as
recent scholarship,® stress the urgency
that wealthy fossil fuel producers - many
of them the same OECD countries the
IEA represents - should move first and
fastest to phase out their production.

Additionally, rich countries should
provide resources to countries with
greater economic dependence on fossil
fuels and less capacity to manage a
rapid and socially just transition.

CONCLUSION

The IEA has taken a critical step towards
reform by committing to produce an
energy scenario compatible with limiting
global warming to 1.5°C. But the new
scenario must have both scientific integrity
and staying power to truly position the
IEA as a leader in steering the world on
track towards global climate goals. The
IEA can provide a transformative tool
for governments to align their energy
investments with a 1.5°C path by:
® Making a 1.5°C-aligned scenario the
core scenario in the 2021 World Energy
Outlook and all of the IEA’s climate
analysis.
® Developing a scenario that reflects
principles of precaution and equity.
The IEA must prioritize immediate and
rapid action to phase out fossil fuels
and minimize reliance on unproven
technologies that prolong fossil fuel
use and increase the risk of mitigation
failure.
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