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Abstract

I . Background and Purpose

[ ] EU ETS is required to suggest the measures on the depression

of the carbon market caused by the low carbon market price.

O In EU, it has discussed to implement the backloading to decrease
the supply of emissions, to expand the allocation entities to mitigate
the oversupply and to amend the carbon market mechanism from

the 3rd phase.

O EC has tried to find out the direct measures to settlement the

oversupply of emissions and the market imbalance to introduce

Market Stability Reserve in 2015.

[ ] In Korea ETS, the trading emissions, which was about 630,000t,
are no more than 1% of the total allowances amounted to

570 mt during 5 months.

O According to the Art. 18 in legislation on Korea ETS, there are
the systems on the additional allocation of emissions for market

stabilization.

O Accordingly, it could be applied to take advantage of the new
entrants, the market stability measures, the outcomes of earlier
reduction, additional emissions & adjustment of emissions, voluntary

entities, objections.



II. Major content

[ ] The current status of EU carbon market

O There are 31 countries to implement ETS in EU, it covers 20%

GDP and 17% CO2 in the world.
O GHG had reduced about 13% from 2005 to 2013 in EU ETS.

- The EUA was amounted upto 30 euro, but it was sharply declined
due to the financial crisis in 2008 and the over allocations under

the amount of production reduction.

O EC refers to be a reduction of GHG emissions by no less than

40% in 2030 compared to 1990 levels.

- It will be accomplished by a 43% reduction in ETS sectors and a

30% reduction in non-ETS sectors compared to 2005 levels.

- An indicatives target at the EU level of improvement in a share of
renewable energy consumed in the EU and energy efficiency in

2030.

[ ] The surplus in the carbon market is planned to increase from

2.1 billion today to around 2.6 billion allowances by 2020.

O Otherwise, the demand of emissions will be fluctuated by the

economic situations and the price of fossil fuel.

O The proposal of the Commission to back-load the auctioning of 900
million allowances during phase 3 is a effective measure to mitigate

the surplus in the short term.



] MSR features

O EC proposed to set up a Market Stability Reserve to amend the

imbalance between the supply of the demand for carbon permits.

O If the surplus allowances is larger than 833 million in any year,

12% of the surplus is set in the reserve.

O While if the surplus is below 400 million, the 100 million allowances

among reserve will automatically be released back to the market.

O This results in transparency and predictability for market participants

from 2021.

Ill. Expected effects

[ ] Tt discusses to lead to the market stability of the carbon
market in ETS

O It could be used for the price floor and reserve system in case of

the over-supply of allocations.

O To use the offset system

» Key Words: Emissions Trading Scheme, Market Stability Measure,

Reserve, Price Floor, Offset
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Breakdown of GHG emissions within the industrial processes sector
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