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About
Carbon Market Institute

Our 2050 Vision

A prosperous, climate-resilient, net-zero emissions world.

\ 4

to a net-zero emission
economy, sharing
knowledge, building
capacity and catalysing
opportunities.

Carbon

Stewards of Australia’s
carbon market
building integrity and
related effective policies,
supporting their continued
evolution and integration
with global markets

Market
Institute

framework of climate and
net-zero emission goals,
and mechanisms for
increasing ambition,
international cooperation
and investment.
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Introduction to
Carbon Markets




What are
Carbon Markets?

“...iFpollution s free, there will be more of it. .’

- Catherine McKenna, Former Environment Minister of Canada
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What are
Carbon Markets?

"...iIf pollution is free, there will be more of it...’

- Catherine McKenna, Former Environment Minister of Canada

Carbon Markets
Increasingly ambitious legal, financial and regulatory
policy frameworks that attribute an economic value to the
sequestration of, or avoidance of carbon emissions.
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What are
Carbon Markets?

"...if pollution is free, there will be more of it.. .’

- Catherine McKenna, Former Environment Minister of Canada

Carbon Markets
Increasingly ambitious legal, financial and regulatory policy frameworks that attribute an
economic value to the sequestration of, or avoidance of carbon emissions.

Increase demand for Leverage public policy Incentivise private sector
Carb emissions reductions frameworks to drive economic investment in emissions
arbon and climate action decarbonisation at lowest cost reductions at scale
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Global Market Signals
The Paris Agreement

—> Limitincrease in the global average temp to “well below 2°C ... pursue 1.5°C”
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National targets must be reviewed every 5 years (ratchet mechanism)
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(Glasgow, Nov 2021)
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Global Carbon Markets
National and subnational initiatives

Summary map of national or subnational carbon pricing initiatives that are
implemented, or

¥

Carbon 4

Market

64 carbon pricing initiatives
implemented or scheduled
for implementation, with
another 23 under
consideration.

45 national jurisdictions are
covered by these carbon
pricing initiatives, with
another 13 under
consideration.

35 subnational jurisdictions
are covered by these
carbon pricing initiatives,
with another 9 under
consideration.

| ns tl tU te Source: The World Bank Carbon Pricing Dashboard, (April 20217)



Global Carbon Prices (AUD)
Markets valuing carbon
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The Offset Marketplace
Emission reductions

CLEAN
ENERGY
rnment REGU LATOR

3 Y, United Nations
\\{l C )/ Framework Convention on
"2 Climate Change

-2
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Emissions Reduction Projects
Generating carbon credits

» Activities that reduce emissions can generate carbon credits.
* Projects and the carbon credits they generate are verified under different international standards.

* Projects can also provide co-benefits (social, cultural, economic and other environmental outcomes).

+ Agriculture

+ Vegetation

+ Energy Efficiency

+ Landfill & Waste + Industrial Fugitives

Carbon

Market
Institute

More information available on CMI’s Carbon Project Registry
https.//marketplace.carbonmarketinstitute.org/reqistry/



https://marketplace.carbonmarketinstitute.org/registry/

Carbon Market Developments
Global growth and investment

* (Global activity in the voluntary carbon market is rapidly expanding.
* New initiatives are developing to scale the market and drive integrity.

e Rules on carbon market mechanisms (Paris Rulebook, Article 6) will be a focus at COP26.

Carbon W lssuonces I Rel

M d rke t Ecosystem Marketplace, Insights Report: State of the Voluntary Carbon Markets
| nstitute 20217, Instalment 7 (September 2021) https.//www.ecosystemmarkelplace.com/



https://www.ecosystemmarketplace.com/

Australia’s Carbon Market
& Policy Landscape




Australian Policy Landscape
Federal & State policies

Federal Climate Policy
* National emissions reduction target of 26—28% below 2005 levels by 2030
* Long-term policy review (due in 2021)

e Technology Investment Roadmap

Key Market Policy Mechanisms & Schemes

* Emissions Reduction Fund (ERF) 26-28% below 2005 levels by
* Renewable Energy Target (RET) 2030
* National Greenhouse & Energy Reporting (NGER) scheme

* Safeguard Mechanism

State Developments
* Queensland Land Restoration Fund
Carbon * WA Carbon Farming and Land Restoration Program

MGG . NSW 50% reductions by 2030
Institute




Australian Carbon Market
Compliance & Voluntary Activity

Renewable Clean Gold Verified
Energy Target pevelopment Standard Carbon
LEEESTE Sunsl Mechanism Standard
= CER Supply VER Supply VCU Supply
Project
ERF
ACCU Supply

ERF Auctions Safeguard Mechanism State & Territory Voluntary

ACCU Demand ACCU Demand ACCU Demand ACCU Demand

(Government Demand) (Compliance Liability) (Government Demand) (Voluntary Participants)
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Australia’s Carbon Market
Key Stakeholders

Facility
Owners

Landholder

Traditional
Owners

Clean
Energy
Regulator

Eligible
Interest
Holders

Market
Advisers

Carbon
Service
Providers

Emissions

Reduction

Assurance
Committee

Carbon
Credit
Purchaser

Financial &
Brokerage
Services
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Corporate Transition
Pathways & Market
Opportunities




Staying below 1.5°C
Net-zero and net-negative emissions

BUSINESS AS USUAL

Conventional
Mitigation
> Techniques

I == cl>
£ ¢

NET-ZERO

Carbon
Market

l ns tl tU te Source: World Resources Institute (adapted from The Emissions Gap Report 2077, UN Environment)




Global Market Signals
Corporate Drivers

= Business Risk

Directors
Fiduciary
Obligations

Carbon
Market
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Pathways to Action
Market Opportunities

L

Understand your

emissions profile
& climate-risk
exposure

Carbon
Market
Institute

2

Develop a
climate strategy
& identify targets

& goals

3

Implement the
strategy and

communicate
performance




Corporate Transition
Responding to climate change

Targets & Strategy & Market
Pathways Disclosure Approaches

Carbon
Market
Institute




Corporate Transition
Responding to climate change

Targets & Strategy &
Pathways Disclosure
Net-zero emissions target Governance
Interim targets Transition Strategy
Activity (scope 1, 2, 3) coverage Climate-related data and

information (transparency)
Informed by science

Carbon (Paris aligned — 1.5°) Public policy advocacy
Market

Institute

Market
Approaches

Carbon offset strategies
Investment in decarbonisation
Internal carbon price

Value chain engagement



Carbon Neutrality
Certification Schemes

BT a0

Emissions Remaining Offset projects Zero emissions
emissions to eliminate (The state of being
remaining emissions carbon neutral)

Source: Climate Active

& \
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Corporate Ambition & Investor Expectations
Voluntary Market Growth

Voluntary corporate commitments, investments, targets and
actions are increasing.

+

Investor, regulatory and stakeholder expectations are
Increasing.

Climate

TASK FORCE on
ICFD | - % 10
DISCLOSURES c lo n

Global Investors Driv

Carbon
Market
Institute

SCIENCE
TASKFORCE ON SCALING BASED
VOLUNTARY CARBON " TARGETS

MARKETS

DRIVING AMBITIOUS CORPORATE CLIMATE ACTION

\)



Australia’s Domestic
Carbon Market Schemes

Shakir Rahman
Assistant Manager, Economic Analysis, Clean Energy Regulator
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UNITS AND

Sliab CERTIFICATES

Victorian Energy Upgrades Victorian Energy Eficiency Target (@

NSW Energy Savings Scheme NSW Energy Savings Scheme energy savings targets @

STATE SCHEMES

Safeguard mechanism (@&, OLD Land Restoration Fund @_.
Emissions Reduction Fund and Climate Selutions Fund @ »
Climate Active , Government operations targets @ »
Business voluntary ambition

Emissions Reduction Fund

Large-scale Renewable Energy Target

Large-scale Remewable Energy Target @_. Climate Active .,
Government operations targets G » GreenPower »
Business voluntary ambition

AUSTRALIAN ACTIVITIES

Smallscale Renewable Energy Scheme @

Small-scale Renewable Energy Scheme

2
=
w
T
A
=
=
=
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g
=

Verified Carbon Standard Climate Active (0, Demand

Business voluntary ambition (),
Government operations targets (@ C Compliance demand from government legislation

G Government purchasing of units or certificates

. Voluntary demand from governments, businesses and individuals for voluntary targets

Gold Standard

Climate Active 1,
Business voluntary ambition -

Government operations targets (3 Emissions reduction actions

o Energy efficiency - actions that reduce consumption of electricity and natural gas

c Renewable energy — electricity generation that displaces thermal electricity

Clean Development Mechanism Climate Active 3
Business voluntary ambition (0, o Emissions avoidance — actions that avoid emissions including methane destruction

Gowvernment operations targets G

a
E
g
<
g
=2
(=]
g
F
&
=
=

O Carbon sequestration — actions that sequester and store carbon

Carbon Market fundamentals 36



UNITS AND

Sliab CERTIFICATES

Victorian Energy Upgrades Victorian Energy Eficiency Target (@

NSW Energy Savings Scheme NSW Energy Savings Scheme energy savings targets @

Emissions Reduction Fund Safeguard mechanism (@&, OLD Land Restoration Fund @_.
Emissions Reduction Fund and Climate Selutions Fund @ »
Climate Active , Government operations targets G »
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Large-scale Renewable Energy Target Large-scale Remewable Energy Target @_. Climate Active .,
Government operations targets G , GreenPower 1\,
Business voluntary ambition

AUSTRALIAN ACTIVITIES

Small-scale Renewable Energy Scheme Smalkscale Renewable Energy Scheme G

NATI DNWIDE SCHEMES

Verified Carbon Standard Climate Active (0, Demand

Business voluntary ambition (),
Government operations targets (@ C Compliance demand from government legislation

G Government purchasing of units or certificates
. Voluntary demand from governments, businesses and individuals for voluntary targets

Gold Standard Cimate Active

Business voluntary ambition UJ, Emissions reduction actions

Government operations targets (&

o Energy efficiency - actions that reduce consumption of electricity and natural gas

e Renewable energy — electricity generation that displaces thermal electricity

Clean Development Mechanism Climate Active 0,
Business voluntary ambition (0, o Emissions avoidance — actions that avoid emissions including methane destruction
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O Carbon sequestration — actions that sequester and store carbon
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Accelerating carbon abatement for Australia

CLEAN
ENERGY
REGULATOR
SMALL-SCALE
+ TECHNOLOGY
¢ + CERTIFICATES
CARBON i
FARMING
; INITIATIVE
AUSTRALIAN LARGE-SCALE
CARBON EMISSIONS GENERATION
CREDIT UNITS AUSTRALIAN NATIONAL AND ENERGY REC CERTIFICATES
REGISTRY of EMISSIONS UNITS g&g%%;‘rlNG REGISTRY

Carbon Market fundamentals

38



Australia’s carbon units and certificates

* Australian Carbon Credit Unit (ACCU)

> 1tonne of CO, equivalent sequestered or avoided

e Large-scale Generation Certificate (LGC) and Small-scale Technology
Certificate (STC)

> 1 megawatt hour of electricity generated from renewable energy, displacing
electricity from fossil fuel generation

39



Acessing carbon units and certificates
Reduce emissions Offset emissions

g Contract
ERF / CSF Small-scale Large-scale
project system system Long-term contract Spot market

Using units and certificates

REC Registry

ANREU

Hold Sell Surrender

Carbon Market fundamentals 40



Overview of the ACCU Market

PROJECTS

EMISSIONS REDUCTION FUND PARTICIPANTS

CREDITING

CONTRACT SPOT

6 « B - > O

AUCTION REPORTING CARBON CREDITS SECONDARY MARKET

STATE &
ERF/CSF SAFEGUARD TERRITORY VOLUNTARY

Carbon Market fundamentals

41



ERF projects registered and ACCUs issued by method type

250
- vegetation |
200
waste - |
150 savanna Burning || |GG
e Energy Efficiency .
100
=== Industrial Fugitives [
50 Agriculture l
. I Transport \
0
2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 Facilities
B Vegetation B Agriculture B Savanna Burning B Waste - 10 20 30 40 50 60
B Energy Efficiency M Facilities Industrial Fugitives B Transport Millions

Carbon Market fundamentals 42



Method development tracker

Method development
priorities 2021

Method Advisory Panel

Complex issues identification and solutions

* Soil carbon

ERAC Minister
approval approval

Planning Technical ERAC Public Refinement

* Ca r b O n Ca pt u re a n d Sto ra ge and E and expert consideration consultation and draft

scoping consultation finalisation

e Biomethane

* Plantation forestry

 Blue carbon

Carbon Market fundamentals 43



ERF contract portfolio

$2.5 billion committed in total $830.8 million paid*

*As at 11 Apell 2021

Completed 43

Contracts on hand

Remaining deliven
option: d fixed contracts

1 9

*Figures exclude volume terminated/lapsed

contracts 17.3 million tonnes - e =
projects under contract
@ Vegetation 1386 Toee
@ Landfilland waste 25,9 [Millien
Q Agriculture 15.0 fion
o Savanna burning 13.6 o
o Energy efficiency 5.5 Mition 6
multi-state projects

© racilties 3.4 [ueon

t 7
o Industrial fugitives 1.7 Swon national projects
G Transport 1.2 fon

Portfolio of « r
abatement 2 0 b

Carbon Market fundamentals
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Overview of the STC and LGC markets

REGULATORY DEMAND

p g TTIT\
STC SUPPLY il T |

Homes and small businesses (small-scale)

Small-scale technology

REC Registry

W\
1474

=

LGC SUPPLY

ssions intensive trade-exposed activities

Carbon Market fundamentals 45



8,000

7,000

6,000

_. 5,000

4,000

Capacity (MW

3,000

2,000

1,000

Carbon Market fundamentals

2010

2011 2012 2013 2014

B Large-scale renewables accredited capacity

2015 2016 2017

® Small-scale solar PV

2018 2019

xx Estimated capacity

2020

i

2021
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Large-scale wind and solar investment

Prior to the setting of the RET period Boom period Consolidation period
2009 to 2015 2016 to 2018 2019 to 2020

Capacity added (GW)
w B

N

2009 2011 2013 2015 2017 2019 2021

=@="[inal Investment Decision

Carbon Market fundamentals a7



LGC prices — spots and forwards

$100.00

$90.00

AT
$80.00 ’"\u

$70.00

A
$60.00 ﬁ

$50.00

$40.00
$30.00 i

$20.00

$10.00

s-
Jan-2011 Jan-2013 Jan-2015 Jan-2017 Jan-2019 Jan-2021

—|GC spot price ===LGCCall8 =——LGCCall9 e=—LGCCal20 ==LGCCal2l e=—=LGCCal22 e=—|GCCal23 =—=—=LGC Cal24
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Volume of certificates and units

Carbon Market fundamentals

Voluntary demand of ACCUs and LGCs

5,000,000
4,500,000
4,000,000
3,500,000
3,000,000
2,500,000
2,000,000
1,500,000
1,000,000

500,000

-0

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

-—ACCU =—8—GC
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Sourcing and trading ACCUs and LGCs

Client

Australian Government
Clean Energy Regulator Portal

Client Portal

Terms and conditions
3 2 Applicant details YOUMUST READ AND ACCEPTT Australian Government -

BY CLICKING ON THE "AGREE" B "~ Clean Energy Regulator Australian

CONDITIONS SET OUT ON THIS P4 Australian Government Natlonal RegIStry

Home About the REC Registry Public registers STC calculators Apply for an account Clean Energy Regulator Of E m iSSionS U nitS

REC Registry Username: Password:

= 3 Security defails

IF YOU DO NOT AGREE TO THE TH
WILL BE UNABLE TO ACCESS THE}

1. Definitions

Account means an electronic accou Welcome to the REC Registry

Tools

The Australian National Registry of Emissions Units (ANREU) is administered by the Clean Energy Regulator. ANREU is a system designed to meet one of
Australia’s commitments under the Kyoto Protocol. The Protocol requires each country with an emission reduction target to establish a national registry fo
ensure accurate accounting of the issuance, holding, transfer, acquisition, cancellation, retirement and carry-over of Kyoto units.

Impacted by recent bushfires or flooding? Community wellbeing and safety is everyone's concern.
The Clean Energy Regulator will work with you to manage scheme entitiement or reporting obligations.
Email us at enquiri lener .gov.au or call 1300 553 542.

Account Holder means a person why

Acts and Regulations means all leg ANREU supports the issuance, holding, transfer, and acquisition of Australian Carbon Credit Units (ACCUs) issued under the Australian Government's

Emissions Reduction Fund.

Online Tools means the Regulator's:

All certificates must be created in the REC Registry before they can be bought, sold traded or surrendered.

a. Client Portal: The REC Registry is an online system that:

N . The Clean Energy Regulator is an independent statutory authority established by the Clean Energy Regulator Act 2011 to administer climate change law
b. Emissions and Energy Reporf « facilitates the creation, registration, transfer and surrender of large-scale generation certificates (LGCs) and small-scale technol i i

N and operates as part of the Environment portfolio

€. Information Portal, » tracks the ownership and status of all certificates
a REC Reglstry, ) * provides access to the STC clearing house, and The Clean Energy Regulator administers the National Greenhouse and Energy Reporting System (NGERS), the Emissions Reduction Fund and the
e STC Clearing House; + maintains various public registers as required by the Renewable Energy (Electricity) Act 2000 (the REE Act). R ble E Target
. Renewable Energy Target (R enewable Energy Target.
g. Australian National Registry of — S _ ~ N _
h. Online forms: and Organisations or individuals that wish to hold Kyoto units in Australia, or ACCUs are required to have an ANREU account. If you wish to open an ANREU
i

any other tool or facility the C| account please follow this link: Get more information on opening an account

“You must hold an account and be registered as a REC Registry user to create, view or transfer certificates. If you do not have an ag

Portal or Client Portal means the i

REC Registry means one or more of]
Accessibility | Contact us | Privacy | Terms and conditions | Glossary

Registered users may login to ANREU.
View publicly available reports for the Registry. Public Reports

Contact the ANREU Administrator

50



Emissions Reduction from ERF and RET, 2011 to 2021

60

Estimated emissions reduction (t CO.-e, millions)

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 (estimate)
LRET m SRES (STC adjusted) —mERF (ACCU)
= e )
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Have a question?

A || g,
Economic Analysis team =il
Clean Energy Regulator Quarterly
Carbon
markets@cleanenergyregulator.gov.au > Market

December Quarter 2019

Carbon Market fundamentals 52
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Market Resources
Online

CMI’s Carbon Marketplace

Clean Energy Regulator Markets Hub

CER Quarterly Carbon Market Reports

Carbon Industry Code Of Conduct

CMI’s Factsheets

Climate Active Carbon Neutral Certification

Carbon
Market
Institute

CONTACT US

CMIl Team

Economic Analysis Team, Clean Energy Regulator
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business leading transition

www.carbonmarketinstitute.org



