Action

Energy for a Changing World

The roles of future flexible
mechanisms In a post-2012
framework

Simon Marr
DG Environment
European Commission



—_—)

Global carbon market:
EC vision for post -2012 (1)
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NCopenhagen Communi cati on

Ar ob G@ECD-wide carbon market by 2015, to be
further extended to economically more advanced
developing countriesby 20200

Nt he CDM should be refor med
projects that deliver real additional reductions and go
beyond low cost optionso

Nnf or advanced devel oping co
competitive economic sectors, the project based

CDM should be phased out in favour of moving to a
sectoral carbon market crediting mechanismo

Npave the way for tapenddade el
systemso
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| Size of market
| Incentives to move towards cap and trade

Bilaterally linked
cap and Trade
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Emissions not covered
by carbon market
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Action The concepts discussed at
UN level
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| Reform of the CDM/JI
Sectoral crediting
Sectoral trading

| Nama crediting/trading

ec.europa.eu/climateaction



Further developing UN

Action based offsetting
Energy for a Changing World mechanisms

| Crediting baseline to
take into account
National Mitigation
Actions - NAMAs
(including action
supported outside baseline
carbon markets)

| Sectoral crediting
mechanisms to provide a
stepping stone towards
cap-and-trade in DCs

i autonomous efforts

l supported action

carbon trade flow

actual emissions

ec.europa.eu/climateaction



A new sectoral crediting
mechani sm as a nste
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| Initial focus on power and internationally competing
sectors, target advanced DCs

l l ncrease environment al ambi t
mitigation contribution)

| Earn credits against ainorench
binding

| Crediting at sectoral rather than installation level T

performance based

| Give amore comprehensive and broad ranging price
signal

| Administratively less cumbersome

| Facilitate move to comprehensive multi-sectoral cap-
and-trade system



Role of FLEX MEX for post -
2012
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| Role of Flex Mex in post-2012 agreement important:

VoS

| Providing low carbon finance in DCs at sufficiently
high scale

| Ensure own mitigation contributions by DCs (-15to
30% substantive deviation below BAU by 2020)

| Carbon markets decrease costs significantly, even
| f targets are '"fairly' al |

| Without global carbon market, efforts would result
In high cost within developed countries
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Incentives to move away from off-setting (financial, regulatory)

Need to provide sufficient regulatory certainty for carbon market

| Sufficiently high level of ambition at demand side

-_)

Role of carbon market as part of post-2012 financial architecture

-_)

Mitigation actions by DCs outside carbon market

—)

Institutional set up i LDCS, NAMAS, regulatory body

—)

Transition i double counting

Set out concepts in CPH T details could follow later (sectors,
MRV, governance)

Process up to CPH: coherence between issues on agenda under
KP and LCA
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