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Green Growth and Its
Strategy



National Strategy and Goal

Environment
Institutionall and Technology
Framework Economy Development
. Adapt to
climate change
and secure

energy
independence

Role Taking Quality of
in Global Life and

Community Green
Innovation

Generate new
growth engines

Capacity
Building
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Source: Presidential Committee on Green Growth (2010).



Integrated Basic Plan for GG

Policy Measures Overseeing Basic Plan(2011)
Institution

C&C: Torge’r Management | Min. of Environment Ar’rlcle 42

Iv\ln of Environment Ar’rlcle 46

Energy Basic Plan Min. of Trade, Industry, Article 39,41
and energy

Environment Tax Min. of Strategy and Article 30
Finance

Supportin  Sink Min. of Agr. & Forest Article 55

g opfions Transportation  Min. of Land and Tran. Article 47,53
Building Min. of Land and Tran. Article 54
Inventory Min. of Environment Article 44, 45
Tech. support  Min. of Science Article 31 to 34
Finance Min. of Finance Article 28
Land Use Min. of Land and Tran. Arficle 51
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Milestones for Key Policy Development

AN

Framework .
Act on Allocation
e National GG(2010) e ETS Plan(2013)
.{g(;%g; * GG Basic Law(2012) * ETS Basic
Plan(2010) Plan(2013)

In sectors ETS Act
(2011)




Governance Structure



Who are involved?
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Coordinating Institutions

Climate | Energy
Change Security

| Regulatlon on
Energy Prlcmg |

Ministry of
Industry

Ministry of
Environment



Challenges and
Lessons Learnt



Lessons Learnt? Challenges!

Institutional Market
Governance

Framework Efficiency

% Simplicity

% Harmonization “ Multilateral “* Price SigﬂOlS
with existing structure < Liquidity illusion
institutions % Consistency “ Transparency

% Double counting
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Key Elements of Korean Approaches

e Too ambitious

e “National Priori” driven by concerns on
energy security

e |nitiatives by multiple institutions with
different interests and preferences

e |nstitutional coordination through
consultations: leadership with solutions
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Different Speed of Green Growth

« The CO, emission-income elasficities vary over time

e Emission-income elasticities decrease for Annex |
countries over fime, whereas those for developing
countries increase.
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Appendix
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GHG Emissions in Korea(unit: Mtco2e)
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Key Facts(2010)

CO2 emissions from fuel combustion:
» 563 Mt, +146% since 1990

Emissions by fuel:
< Coal 49%, Oil 33%, Natural gas 16%, other 2%

Emissions by sector:

“electricity & heat generation 50%,
“*manufacturing industry & construction 18%,
“Transport(5%), households(6%), services & other
(11%)
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Source: Cho(2014)



Trend of GHG Emissions since 1990
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Source: Cho(2014)

294 414

(80.8%)

1(82.1%) GHG emissions (Mfon CO2 eq.)
. & GHG emission of energy sector (Mton CO2 eq.)
1990 1994 1998 2002 2006 2010

Note: GHG emissions didn't include the sink.
Negative emissions form the sink was -39.6 MtCO2 eq. in 2010.
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Main Driving Forces to GHG Emissions

25.00 -

20.00 -

15.00 1

10.00 -

5.00 -

Source: Cho(2014)

Consumption of primary energy per
capita (toe)
4.10

4.75 5.34

3.34
2.17
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17



Different Aspects of GHG Indicators
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=—Energy Intensity (toe/1,000,000won)
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Note: using GHG emissions (exclude sink), nominal GDP, and primary energy consumptions. + Energy intensity
(2010) : 0.19 toe per $1000 (IEA average 0.15),1.4% since 2000.

Source: Cho(2014)



Energy and lis Structural Vulnerability

® Energy Intensity(Mtoe/$1000, ‘11 IEA) ® Consuming 38% of TPES, 80% of total
manufacturing consumption 38

0166 0244
0.101 0.139

; 23
[ m
» ,

@ )

10% oil price increase

cPl
0.23%p

1

v

R e =Ty

®'12P import = 184.8 billion USD w SERI('07)
IT+Automobile+Ship export = 279.8 billion USD

Source: Lim (2013)



Target Management Scheme (TMS)

e Launchedin 2010

e TMS covers 68% of total GHG emissions
e 580 entities designated in 2013

e 490 entities designated at the end of 2011
e Power & industry (412), Buildings (51), Waste facilities (27)

e Limitations: no tradable permits, no flexibility, and low

penalty

GHG emission criteria (CO2e T)
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Korean ETS

Basic Plan

e 10 yearplan
e Every 5 years

e Ministry of Strategy &
Finance

e Policy direction for ETS,
BAU forecast,
economic impact
assessment, efc.

* K-ETS will launch in 2015.

Allocation Plan

Every phase (3-5 years)
Ministry of Environment

ETS cap, cap for each
sector, allocation
methodology

Reviewed by the
Allocation Committee



Korean ETS

Expected emissions coverage : 60%
GHG covered : 6 GHG

Sectors

— Business entities emitting more than 125,000 tCO2e/year
& single installations emitting over 25,000 1CO2e/year

— Voluntary opft-in of additional sectors
— # of entities : approx. 460 entities (estimate)

Compliance period : 1 year

Trading (commitment) periods & Allocation
— 157 (2015-2017) : 100% free allocation

— 2nd (2018-2020) : free allocation for up to 97%

— 39 (2021-2025) : free allocation for up to 90%

— Energy-intensive & trade-exposed (EITE) sectors will
receive 100% free allocation.



Korean ETS

Flexibility
— Banking & Borrowing
e Banking is allowed within 1 year of the following
compliance period.
e Borrowing is only allowed from the next compliance year
(max. of 10% of entity’s obligation) but not from the
following trading phase.

e Offsets
— 15t & 2"d compliance periods : qualitative limit (only
domestic offsets) & quantitative limit (up to 10% of
each entity’s compliance obligation)
— 3"d period : up to 50% of the maximum quantity of
offsets allowed + covered with intfernational offsets

e Enforcement
— Penalties : max. of 100,000 KRW/t (approx. 70 EUR)



Allocation Plan

e Allocation cap of 1t compliance periods (2015-
2017) = 1,640 MtCO2e
— Reserve : 6%

7 KDREA
EXCHANGE

e Carbon trading platform : KRX (Korea exchange)

 Decide the allocation plan (2014. 6) = identity &
specity the firms, facilities etc. (2014. 7) =» submit
applications of allocation by entities (2014. 8) =
finalized the individual allocation of entities (2014.
10)

o Allocation is still under consultation



Comparisons with Other Economies
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