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1. Carbon Market? EtAA|ZHO|2F?

Carlbon

« Policy target
- regulation and management
- AL 29| T QL 2 A9 2HTtA

* Market mechanism

- cost-effective policy
- flexibility mechanism
-HIE20Y & fUA A Y

=

Market

« Market place (%)

- carbon = commodities
- EtA2t= 2SS Hellot= Al

Price on carbon
Internalizing all costs
relevant to GHG emissions
based on Polluters Pay
Principle

pricing for transaction
QFHA HG-H210] [t
Z27tA U F0f| FHbE|[=
Are|d B8-S Aot

A 7t4 A H0| lin




2. Carbon Pricing Et&712 |

« Carbon tax(EtAA))

- Ataxlevied on each tonne of GHG
emission(e.g., $/tCO. e)
- HiSE[= 2471A EC A Y3 21t

[ ——

« Cap-and-Trade
(STt =372 A)

- Setting a cap(or limit) on the
maximum level of emissions for a
given time period, and allocating
allowances (permits) for each unit of
GHG among firms

- trading allowances

- ZAIA BIESESE0| ol BiE =
2Eot, Y/EZ HEA2 AES
sot S 7S EE SI= Al

J

Zef LSE, ‘“What is the polluter pays ?Yimci?\es?”, May 2018

Carbon tax Vs. Cap-and-trade

— Relative advantages —

Cap-and-
Issue Carbon tax trade
Minimize Administrative Costs
(34u| 29| 2/43}) v

Address Uncertainty: price vs.

emissions uncertainty
(N7} et e v "4

=2ad o)

Address Uncertainty: flexibility
to respond to new info.
(A7 HE0l TS 4 I Soi4 v
SHOMe| St d &a)

Souvce: Goulder L Sc(r\eim, “Carbon Taxes Versus Cap and Tyrade:
A Critical Review” 2013



Figure 1/Summary map of regional, national and subnational carbon pricing initiatives implemented,
scheduled for implementation and under consideration (ETS and carbon tax)
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INTERNATIONAL CARBON PRICING INITIATIVES

88 NDCS

plan or consider using carbon pricing
and/or market mechanisms

of global GHG emissions
are covered by these NDCs

REGIONAL, NATIONAL AND SUBNATIONAL CARBON PRICING INITIATIVES

45 25

NATIONAL SUBNATIONAL
jurisdictions with carbon pricing initiatives

51

CARBON PRICING INITIATIVES
implemented or scheduled for implementation

WOULD COVER ANNUAL GLOBAL GHG EMISSIONS OF

11 GtCO,e = 20%

PRICES IN THE IMPLEMENTED INITIATIVES

US$1-139/tCO,e

46% of the emissions covered are prices <US$10/tCO,e

Carbon pricing revenues raised
by governments in 2017 were

US$33 billion

Higher compared to U5$22 bilfion in 2016

INTERNAL CARBON

OVER 1 I 300 COMPANIES

are using or planning
to use internal carbon pricing
in 2018-2019

Annual value of carbon
pricing initiatives in 2018 is

US$82 billion

Higher than the value of US$52 billion for 2017
PRICING INITIATIVES

84%

of these companies are located in
jurisdictions with (scheduled) mandatory carbon
pricing initiatives

INTERNAL CORPORATE CARBON PRICES ARE IN THE RANGE OF

US$0.01-909/tCO.e

Souvce: World Bank and Beofys 2018 "State and Trends of Carbon Pricing 2018(May)" by World Bank  Washington DC




4. K-ETS, Best Alternative? Why? HiZHHalx| = uiZ

Onit : bn. WRW GDP(nominal)
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' MISSIONS BY SECTORS

Economic Structure e ‘ Agriculture P

3%

5.10%. 3-20% 2.30%

- Manufacturing Industries

. Energy
- Construction 87%

- Electricity, Gas, Water

- Agriculture, Forestry and Fishing
Note : T 2014 excluding LULUCF / Source : GIR, NIR 2olb

(source : KEE|, 20)




5. Status of the K-ETS Clstal= H =4 H2iA| si=H(1)

|< .................... 15 CP(3yp)  -wweeeeeeesesees §‘ » Total amount of KAU for the 15t phase
(12} A=7|Zt HfEH SF)

unit : million KAU(Korean Allowance Unit)

201 5 201 6 201 7 Implementing Year Total
Sector Industry Allowances for

2015 { 2016 2017 15t OP
Total Allowances 573.5 562.2 568.5 1,704.2
I?\_I?;::\::ir:;e 543.2 532.6 538.9 1,614.7
Reserves 89.4

- Starting the 2" phase (2 A 17|2ZF 7HAl)

* Finalizing the 15t phase
(12t A7 |2t S 2|F A= 2018.6.308R )

* Introducing auction, expanding BM allocation and
accepting overseas CERs
(Hi=d Folil =€, BM 23t YS =, sliel 23S 518)

0 CP(Gyp) e ,I




5. Status of the K-ETS CHstal= U= H2HA| &

© Allowances & Credits tradable(K-ETS 7{2{£t<$)])

CEREE| Units converted from KOC

: s : ~pis
: B ¢.\Vll ° Korean Allowance Unit :
: RECELEEN ¢ Permits originally allocated to BEs ) :
.g..............?...................:.....:.....................\.. E
: I (eJJ8 ° Korean Credit Unit :

KoC | Korean Offset Credit

S Credits from offset projects

(@12 AY
A1)

© Trading at

/ KOREA

IKIRX &E5Ance

(B el - ek=7q2H L)

+ OVC

(B2l712H)

>

Units that can be surrendered

218H(2)

ASIA PACIFIC IETA
© INSIGHTS
South Korea’s environment ministry has
finalised rules that will see ETS participants
being able to use CERs from international
projects to meet 5% of their obligations.
Eligibility criteria are strict though, with only

z
(x"E HHE;I:I) CERs generated after 1 July 2016 from
projects with a strong Korean ownership
component accepted.
.--_____________.a
Offset Credits
(QAFAY ZE2R)

Acceptance of allowances sourced from GHG reductions from outside

the subject entity’s installation boundaries

(ST A =221 Z7| 2 Fof|M Lilst= H4=)

Acceptance of allowances produced in Korea and from domestic CDM
projects or pverseas. CPM.proiests, engaging Korean Entity(at least 20%
of share, from the 2"d phase)

(22} A|217| 22 E I HA(20% 0|4 A& 2-17)7} sii2l0lA| & Alst CDM
AHO| M 283 CERE AR 71s)

Limit : max. 10%(max. 5% for the overseas CERs) of the total
allowances that has to be surrendered

(HI=3Hokst= b=l 10%7H2] (32l & 42| F< 2|t 5%) 2 KCU &8 7ts)
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6. K-ETS Market Trends CHS2I=2 B =2 HEH Al

9))

S
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38.8 mil.ton (as of Sep 2017, incl. Exch./OTC)

el 12 38.8WAHE(17.98 T, HelHel X

=
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(

© Trade Volume

EXCHANGE VS OTC

Trade volume(mil.

I
[

-
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..
[

7

hgxf%%fﬁwﬁﬂmﬁfﬁ
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NS
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= =Y,

mm{QC
(Y
(AU

Total

# OTC

= Exchange

Total

AU mmkCU mmKOC

o (2015) 5.7 mil, - (2016) 11.9 mil. ~ (2017) 21.2 mil

- (KAU) 22.0(57%) mil. (KCU) 3.4(9%) mil. (KOC) 13.4(34%) mil




6. K-ETS Market Trends CHSH = U= H2H A& SiZ2H2)

© Unit price(USD/ton)
(HH=-A 72l 714 =0])

Volume, Cost & Unit price
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7. K-ETS Key Outcomes & Challenges =242 & JMAFEH 1)

O Key Outcomes(2<% A1}

Rate of Chan ge on GHG Emi ssnons(2014 2016)
(B 11-1) B o 0 5 SLE(14~164) (unit: Mt)
(ctg): et )
i oft| 548 %y 548 .
7% 440 1596 1640 Avg. rate of change Allowances Vs. Emissions(2015 - 2016)
1 SE(B/A) ,165«/8) '14"’165 [0 V-1]1-2% O| WA E HZH U HIEAUST
Direct Emissions (vl : ME)
SEEEE 49 57 b\ -25Th| 2%k -0.24% s
Indirect Emissions ' I ' 7 ' ‘
YEdeD 95 % % -161% 02 -067% wo! [N 5605
Total Emissions T T - - ' 3l 539.8 542.7 535.9
A 53 564 551 561 -240% 1.83% -0.31% 400.0 - In-advance allowances
ted allowances
3000 - ggg%ﬁnssions
W 223
200.0
100.0
0 !

12} 0] 2% 0| YA
15t implementation 2" implementation
year(2015) year(2016)

Source: Gl ‘k-ETS operation re?or-k(LNS—LDlé)”' Apvil 2018



7. K-ETS Key Outcomes & Challenges =482 % I AEH2)
© Key Challenges(ZHA = AleH

© Allocation '| © Auction O AFSHEH(ZOH) FHA|Of IhH2 ZH| 24
< BM

— (1stCP) 3 sectors: Cement, Aviation, Refinery 1=t CP 2nd CP 3 CP
. (2015~2017) (2018~2020) (2021~2025)
— (2nd CP) 3 sectors+ o (underreview)

< GF Free Allocation Auction Auction

100% 3% to 10%
— Consideration of GHG reductions ( 0) (3%) (up to 0)

during the baseline period % Revenues 2404 _/I\_%! = HEtA 7|0 EXFSH ME3t
3¢ &F dvawbacks : the wove reductions wade, i‘”l‘" __I_L:lz_l_
the less allowawnces allocated - investedin clean and low carbon technologies

© NDC under the Paris Agreement (=~ oo IAct together
. 27} NDC 2HA 2@ At - 1 =8& Act with us!
- ETS : Key policy measure - 3z 727|772 42 -' >y
, A 72 (Y A6R)
for NDCimplementation zzstg=ze

- From 3 CP, Total Cap should reflect NDC
(well below BAU for higher ambition)
- Cooperativeapproachesin the Region




8. From Kyoto to Paris =&|% =2| S (1 £l d A e} nf|§ )

Kyoto Protocol Paris Agreement

© voluntary cooveration
O allow for higher ambition
O 7Prowote sustdindble development § environwent inteqrity

Joint Clean Development International
Implementation Mechanism Emissions Trading
(Art. 12) (Art. 17)

suolssiwa HHo

ded> uolssiug

=~ Cooperative :
e Approaches  CIEEIETM

(Art. 6.2~6.3)

Trading
KP units

| [} e Non-Market

cap of Party Y

L

Approaches
(Art. 6.8~6.9)

ded uoissiwg
SUOISSILID
DHD

Ref. IGES, ¢PM in CHARTS Ver, 28
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9. Overview of the Art.6 II2|g8H™ X6 X Q.

=H = [ - =
Cooperative Approaches the Mechanism
- Art. 6.2~6.3 - - Art. 6.4~6.7 -

(PR ISTCICISN

Y TATAv . ST
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10. Market perspective of the Art.6 OI2|2 % N6 Z=-EFAA|E?

« A6 enables the creation of an
international carbon market
rather than market itself 1

* ITMO can be recognized as a
carbon commodity

. ORIEH Hl6RE 1 A2 Ao R By

Of24 Lt AZS EtA MBI 2M 2HHOR 0|HE

HSZ22=(TMO) ' = F7(510 20214 0|2 M 22
TAH|EAAZ S BSOU= F+7FE

() Re§. Andrei Marcu, Governance of Article b of the Paris Agreement and Lessons Ledvned
frowm the kyoto Protocol(May 2017)



11. A6 negotiation 2| d H6=X HESH(1)

® Internationally agreed standards & guideline for the A6

- SBSTA mandate (adoption @ CMA1-3(COP24, 2018))
- Of2 g d Ao 2 E A

212 SA=S2| 2HE H36T

© Theguidance referredto underthe Art. 6.2 including guidance to ensure that double
countingis avoided on the basis of a corresponding adjustment

Si2424 24T (6.22) 0f 23t 2|2 guidance:

=
]
-----------------------------------------------------------------------------------------------------------------------------------------------------------

: v rule, modalities and procedures for the mechanismestablished by Art. 6.4 ;
A HIFHLIZ (6.42)0f) ZH3E 2, HHA], H3t RMP:

212} A= S| ZH=E AH39~402

: & undertakea work programme under the framework for non-marketapproachesto
sustainable developmentreferredtoin Art. 6.8

HIAIZ U (6.8%) DU T AAmTR 72 2k work prograimime

O Hi—-Hd

-
---------------------------------------------------------------------------------------------------------------------



11. A6 negotiation OI2|& ™ X|6

: N2E 0[3H5}7]

o

version of the Informal

T2 27 245 o243t
+5°I1*°IR =5 ol
1 SAAA L EE FIt
follow-up Starting technical
negotiation discussion incl.

Roundtable
(@SBSTA46, May 2017)

é

under the SBSTA

(@SBSTA44, May 2016)

Note
(’18.5, SB48-1 & APA1-5)
\_

Adoption of

the Paris Agreement
(@COP21, Dec. 2015)

3rd jteration
informal note

Work programme

for Paris Rulebook
(@COP22, Nov. 2016)

(@COP23, Nov. 2017)

Informal Document b)
SBSTA Chair & revised

: PAWP 21 B¥537] -
P- 97|, L AfE SO HIfE 42
E_ AIZIR-I _"r_Olilﬂ_l_'I | |

(BKK, Sep. 2018)
y
%

Adoption of

the Paris Rulebook
(@COP24, Dec. 2018)



12. Regional Cooperation btw Korea-China ¢-= gi=itiot

UNFCCC negotiation 4|14

L‘ﬁ‘*.*‘i‘?.’ D\

ElG LMDC, G77 & China

 Key role for adoption of the A6 rules @ COP24
= Diversity of NDCs w/ environment integrity
= International cooperation for higher ambition

- FE 6 A A8 M Al LI (COP24) AEh= fet
L3=Ye]

Regional Carbon Market Z| FEtA A2

« Possibility of ETS linkage in the region
= (Challenge) Asymmetry of the market coverage
= (longer-term cooperation) Linking for offset
credits, sectoral approach, unitary allocation
system etc.
« A|GLH BEAA|Z HA o
— (MZIAFS}) H|CHRIZ A|2E
= (;‘*7|’H o) I AL Z Y= HiEH 1, S
=0 Ciiot &, T = A|ABIS S5t HA S

—

1=

« Jointinvestment and/or mechanism
= JI-like cooperation
. 7Ff‘“"*()ﬂ Lot 5= £AF 2 7l
SO|3HA| £ HIAlO| SHZIALA 22







