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CARBON TAX

| Putting a price on carbon emission from embedded product emissions
* Polluters pay
* Energy tax

» EXcise tax

EMISSION TRADING SYSTEM

CARBON PRICING

| Allowing high-intensity GHG emitting companies to emit at a certain level
then opens auction for emission quotas. Companies are allowed to trade
these allowances.

VOLUNTARY CARBON MARKET

| Commercially transferable mitigation outcomes.
- CDM, VCS, GS
* Article 6
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Carbon pricing instruments around the world, 2024

Map shows jurisdictions that have implemented Direct Carbon Pricing Instruments - Compliance instruments (Emissions Trading Systems (ETS) and
Carbon taxes) and/or domestic carbon crediting mechanisms, subject to any filters applied. The year can be adjusted using the slider below the map.

IMPLEMENTED INSTRUMENTS
B Compliance

M Crediting

M Both
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THE CARBON TAX EXPLAINED

Projeéted revisions
up to S$50 -S$80 & Encourages

by 2030 facilities to reduce

carbon emissions

SS$5 per tonne of
carbon emissions

' , _ Homeowners
omemnensmans 4 may experience
' rising utility bills

Carbon Tax
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EMISSION TRADING SYSTEM

PURCHASE

CARBON
/ MARKET

Real GHG
emissions

Excess GHG
emissions
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Allocated GHG emission units

Reduced GHG
emissions

Real GHG
emissions

1828
BUREAU
VERITAS



E S S
S
P - = > @ &
%, 2 @© 9 3 Q
&% % % 3 - g ¥
Ve Oo,o D T % 3 a&: £ o (\‘% & & 3
O, o) Z, = v R Ne D » S 5 “0
_ > o O &
® ‘9/0 % C; %’ @ 6 §s S @ <:/\\\ Q‘,O\
4 9 3 2 a &
Yop, o, * o
O €g o, & «©
t Q ) 6 CJ\'“ cO !
ey N we'e!
\O

Y/
VOLUNTARY a4 =
BIUe Ca .éf 3 60 ‘ Co : EH\C\eﬂCV
P pyel 1TO0twpesor Zan o

CARBON oo mmm CARBON "™
O F FS ETS otner ¥ % CREDIT S

Gas Recovery

Bureau Ve rit.



6 weeks 12 weeks I 6-9 months
Go/ Go/
No go No go
PROJECT OWNER ISSUING AUTHORITY 3RD PARTY VERIFIER
Stakeholder (usually multiple (crediting standards (project verifier)
project participants ) such as CDM, Verraq,

Gold standard, ..)

Role Implements emission Designs and oversees
reduction project programme
rules

Objective Q ‘

Independently
verifies
emission reductions
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Periodic basis

MARKET MAKER
(credit trader)

Matches supply
and demand

O

OFFSETTING ENTITY
(credit buyer)

Compensates for
unavoidable
emissions
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ENDORSED UN AND GOVERNMENT

STANDARDS

ENDORSED UN AND GOVERNMENT STANDARDS

4 kS
(C) : | |
\\h_ jj,{ S U Australian Government ‘ & Woodland u Minisery of
T = ) i SRITISH Environment and
“L-—'-?'\""é" - Department of the Environment and Energy L Cﬂ]’bon COpde {:It ]][“l[\];;'!ll\ Climate (:h;m_gr_' 5:(.1[::{:_\'
UNFCCC
UMNFCCC Mechanisms* Emissions Reduction Fund (ERF) UK Woodland Carbon Code British Columbia Offset Program

of the Australian Government

*Further clarity is expected following the approval of Article & of the Paris Agreement at COP26

The International Carbon Reduction and Offset Alliance
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ICROA

Endorsed Standard
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ENDORSED INDEPENDENT STANDARDS

S e American
=J Verified Carbon Gold "7Carbon @ itler AoT -

Standard Standard Registry RESERVE

Verified Carbon Standard (VCS) Gold Standard American Carbon Registry Climate Action Reserve

;)( PLAN VIVO puro-earth

e, Chmate and COmMmuntes

Plan Vivo Art Trees Global Carbon Council Puro.earth
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Carbon credit

* A carbon credit represents the
certified reduction or removal of one
tonne of carbon dioxide equivalent
(tCO2e) from the atmosphere.

°* Carbon credits are certificates
representing quantities of greenhouse
gases that have been avoided or
removed from the air.

°* Once purchased, the credit is then

retired through an internationally-
recognised and publicly-viewable
registry.

‘»3) United Nations
C ly Framework Convention on
D \4.” Climate Change
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VOLUNTARY
CANCELLATION
CERTIFICATE
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DATE: 26 JUNE 2018
REFERENCE:VC1546/2018

Presented to
John Smith

Reason for cancellation

I am offsetting my company’s emissions

Number of units
cancelled

100 CERs

Equivalent to 100 tonne(s) of CO,

Start serial number: IN-5-211601274-2-2-0-8855
End senial number: IN-5-211601373-2-2-0-8855

The certificate is issued in accordance with the procedure for voluntary

provided by the cancellor.

cancellation in the CDM Registry. The reason included in this certificate is



Carbon
offsetting
project

°* Carbon offset projects are
activities which avoid or remove
greenhouse gas emissions from
the atmosphere.

°* The project must meet

international standards and be
verified by independent third
parties.

Carbon .. Carbon
Avoidance . Removals
& P %.E Y i ff ) [‘ \ﬂ

Bureau Veritas | C2 - Internal

o\

Emissions
avoidance

Future emissions are

avoided or reduced

through an activity
e.g.renewable
energy projects

&S

Carbon
removal

Existing carbon is
physically removed
from the atmosphere
through nature e.qg.
reforestation or
techology e.g. direct
air capture



Removal
projects

°* Removal projects stem from activities
that absorb, or pull, carbon out of the
atmosphere, such as many nature-based
solutions (eg. Reforestation, peatland
restoration, mangrove restoration) as well
as engineered methods such as direct air
capture and  accelerated mineral
weathering.

20 11100721 IOl O these are negative emisions

EXAMPLES:

IMPERMANENT
REMOVALS

Direct air
capture

PERMANENT
REMOVALS

Forest replanting
Mangrove forests )
::‘a,{_ <) “ ¢
::‘. ,’:‘—. “_:::.,:-: - Y- u

Afforestation /
Reforestation

Biomass
carbon removal
and sequestration

Enhanced rock
weathering
[

R VTR

Carbon dioxide removal
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Avoldance "Reductions (AW
projects e

Improved forest management Renewable energies
S 0t
\::f ,“:; '.’::, ))
* Avoidance projects reduce emissions by preventing R &R § F T p
their release into the atmosphere in the first place. = - 5 TLG
* These projects reduce emissions compared with
the most likely scenario, ie. the baseline.
Electrified Methane and
* For example, REDD+ projects reduce forestry loss transportation industrial gas capture

and preserve existing forests.

g\ (&
°* New renewable energy projects also generate ) Q I.H
avoidance credits, when installed in a grid/region

where fossil fuel-based energy dominates.

* Here, future emissions are reduced by using better
alternatives, while existing CO2 is left untouched.
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Are removal
credits better than
avoldance credits?

Avoidance credits Carbon removal credits

° It is imperative that all carbon credit types are valued and
promoted. Both removal and avoidance credits have their
merits and play and equally important role in addressing
climate change.

——
— | 1tn CO, removed pr— o
—

1tn CO, emitted 1tn CO, avoided 1tn CO, emitted 1tn CO, emitted

°* Removal credits, particularly those coming from e
nature-based solutions, seem to be preferred by
corporate buyers due to their compelling narrative, and
many co-benefits.

Net Zero
emissions

* However, these projects need significant lead times and
will most likely not match the growing credit demand in the
coming years. It needs to be noted, however, that the
removal of carbon doesn’t address the initial problem of
GHGs being released into the atmosphere. Therefore,
supporting avoidance projects is also crucial in our
fight against climate change.



Table 1: Types of penalties
O F F S ETS I N S L B Types of financial penalties Definition
A coupon step-up penalty means that if the issuer does not meet its pre-
determined sustainability targets by the target observation date, subsequent

interest payments will be increased by a pre-determined penalty amount
(usually quoted in basis points).

Coupon step-up

A coupon step-down incentive means that if the issuer meets its pre-
determined sustainability targets by the target observation date, subsequent
interest payments will be decreased by a pre-determined amount (usually
quoted in basis points).

. . . . C tep-d
Structural Loopholes in Sustainability-Linked Bonds oupon siep-down

World Bank Policy Research Working Paper Series

29 Pages - Posted: 23 May 2022 - Last revised: 20 Oct 2022 A redemption premium means that if the issuer does not meet its pre-
determined sustainability targets by the target observation date, the issuer
will have to pay a pre-determined premium on its redemption price at the
time of redemption (usually quoted in percentage).

Imtiaz Ul Haq Redemption premium
World Bank Group

Djeneba Doumbia

World Bank Donation means that if the issuer does not meet its pre-determined
[] There are 2 versions of this paper Donation sustainability targets by the target observation date, an amount equal to a pre-
Date Written: October 6, 2022 determined percentage of the bond's issuance will be donated to a foundation

or organization of the issuer's choice.

If the issuer does not meet its pre-determined sustainability targets by the
Early redemption target observation date, the bond will be redeemed early at a pre-determined
redemption price.

WORLD BANKGROUP If the issuer does not meet its pre-determined sustainability targets by the

. ) . . Purchase carbon emission credits target observation date, the issuer will purchase carbon offsets for an amount
International Finance (JDI’PU ration equivalent to a pre-determined percentage of the aggregate principal amount

October 2022 of the bonds.
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1ISO 14068-1:2023 — CARBON NEUTRALITY

150 14064-1 150 14067
GHG inventory CFF study
and report repost
—-___-."'.-.__ -—_—_-"r--.__

Requirernents of the applicable GHG
Programme or inténded users

report

Carton Neutraliny

and claim

1 3

L 3

150 14064-3

150 14065 Feguirements for validation
and verification bodies

50 14066 Competence reqguirements

for GHG validation teams and
verification teams

Carbon credits

. 3

-____r:-"'-F--

GHG
Programme

150 13021 Environmental labels and declarations — Self-declared environmental
claims

150 14026 Environmental labels and declarations = Principles, reguirements and
guidelines for communication of footprint information

+

150 19064-2
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GHG

emissions
[tCO,e] time of carbon neutrality commitment

time of first carbon neutrality claim

________ l ~_____ GHGemission reductions made before first claim

GHG emission
reductions at
time x

GHG emissions time

' unabated
5 residual GHG emissions

removal éredits .
i GH(} removals

\within the
boundary of

period in ! ' the subject
which ! ‘ !
carbon . periodin | . period in
footprint | ; . which carbon | periodin | which
1less carbon ! ' + footprint : which ! carbon
credits is ! E ! less removal | carbon | footprint
greater | | period in which carbon footprint less credits . footprint | isless
than0 | any type of carbon credits equals 0 ! equalsO0 | equalsO ! thanO0

ft———— -~ ) = mla
no claim of
carbon neutrality

carbon neutrality may be claimed

\J

o -
-t

Figure 3 — Example of a carbon neutrality pathway



SUMMARY

CARBON OFFSETS

KEY MESSAGES

| Soon, carbon offsets | Carbon offsets could help | Carbon offsets could help
could be one tool to help promote environmental become a tool to comply
comply with global activities with sustainable finance
emission compliances commitments
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