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On September 2nd, The Role of Carbon
Market in Promoting Carbon Capture,
Utilisation and Storage in China was held
in Beijing. The meeting was hosted by
Tsinghua University National Carbon
Market Research Centre, National Centre
for Climate Change Strategy and
International Cooperation (NCSC), Beijing
National CCUS Centre, and UK-China
(Guangdong) CCUS Centre. A number of
government officials, experts from
carbon market and carbon capture and
storage (CCS) field and business
representatives attended the meeting.
They discussed the role of carbon market
in promoting low-carbon investment in
post-Paris Agreement period, and ways
to overcome obstacles of CCUS fitting
into carbon emissions trading system in
China.
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Mr. Zhaoli Jiang, Deputy Director General of Department
of Climate Change, National Development and Reform
Commission

ExRAENESIETRITHSE IR Mr. Zhaoli Jiang, Deputy Director

General of the NDRC Climate Change

Bt i Aot 324 " o ] 48
Eﬁﬁiﬁ\#fﬁ@ ' q]_TEH: Department, said in his opening
2030FEIXIE , IR T EXIBEAR remarks, "China has made promise to

peak emissions in 2030. In addition to
improve the energy efficiency of
industry and daily life, we need to
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control the growth of CO, in some
other areas, especially through CCS.”

"The development of CCS in China
needs more attention in technical and
economic feasibility, which is the
rationality of its application in
developing countries as well as in
large-scale." Mr. Jiang believed that if
CCS is feasible, it would play a more
important role in "13th Five-Year",
"14th Five-Year" period and the 2030
carbon emissions control in China.
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Mr. Junfeng Li, Director of NCSC, stated that
60% to 70% of energy in China is generated
by coal. Even if it would be reduced to 35%
to 40% according to the national plan, the
amount of coal utilization would still be
huge. Thus, promoting CCS technology was
significant in controlling greenhouse gas
emissions in China and around the world.

“The discussion on promoting the
development of the CCUS in carbon market
between CCUS experts and experts in
carbon market MRV could help to push
forward the introduction of policy by
National  Development and  Reform
Commission. The government is actively
formulating policies to promote low carbon
and energy transition. CCUS is one of the
new technologies that align with our
innovation requirements,” said Mr. Li.
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“CCUS and carbon trading are important
elements in the next ten years in China" s
low carbon transition. Firstly, a major
move in China is the establishment of a
national carbon market next year” the
British Embassy Climate Counsellor Mr.
Neal Carlin said, “we have witnessed the
great progress of CCUS development in
China. The Commission also published
the Chinese CCUS Roadmap on Paris
Summit last year. I am honored that the
UK could help to promote the
establishment of the Beijing CCUS Centre.
We' ve also supported the development
of CCS and coal chemical technologies in
Sichuan, which made a great contribution
to the research of CCS."
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Similar as China as a major fossil fuel user,
Australia is also facing the challenge of
low carbon energy transition. The
Australian Embassy Counsellor Mr. Ben
Jarvis said CCS and carbon markets were
important areas for cooperation between
China and Australia regarding the energy
and climate change policy aspects.
Carbon market and carbon pricing were
important tools to support the
development of CCS.

“We are cooperating with the NDRC and
NCSC to launch some greenhouse gas
accounting system and develop the
method of measuring and calculating oil
and gas, coal and oil refining industry
emissions. We have researched with the
NDRC and Tsinghua University on
greenhouse gas reporting system. With
respect to the design of the carbon
market, we think the rules should be clear,
consistent and transparent,” Mr. Jieming
Jia said, “We should pay more attention
to storage. Technical data are often
owned by major oil companies. I hope
that policy makers can use better
methods to push these companies to
share their data. Australia and China will
continue to work closely together to
reduce our coal dependence.”
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Dr. Yongping Zhai, Asian Development Bank Energy
Technology Consultant

IMNFERITHIEKFELSE As Asian Development Bank Energy

- NN N Technology Consultant Mr. Yongping Zhai
TIEiEIJ ! 1’!573@1?_2:/)?5'27@@@; said, he was most concerned about the
ERXEMENERE. BHBER  project popularization, emission reduction

RELAR BT | SXEREERTFCCS, effect and innovation. This applied to CCS

e : + ¥ as well. ADB supported CCS technology
IHATHSCOSIA | 3255 LigH] and the Shanghai and Guangdong CCS

JIRRICCSHRID, fBIA79, B Centre for Excellence. He believed that the
I AN, TN SEFI%E  broad market, complete industrial chain

ERRIFRERY  REaEERECcs and strong scientific foundation in China
B A ‘ could bring hope to the reduction of CCS
: ° cost.
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Chairman of the UK Parliament Energy and Climate
Change Select Committee
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B, " gIREgEESSIET(ER through carbon pricing," said Tim
<Tim YeolMit. Yeo, former UK Energy and
S e Climate Change Minister.”
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Prof. Michael Grubb, University College London Professor
Electricity Regulatory Commission Chief Consultant
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Last year in December, Paris Agreement
made adjustments to climate change
action after 2020.

However, the University College London
professor and Electricity Regulatory
Commission Chief Consultant Dr. Michael
Grubb believed that countries were not
ready to meet their specific goals set in
the agreement. It is impossible to meet
the goals if CCUS technology cannot
achieve large-scale commercialization.

According to Prof. Grubb, the most
ambitious proposal and regulation in the
Paris Agreement on the market
mechanism is a new transfer mechanism.
In fact, the carbon market is not able to
support the CCS entirely through the
market. There is also a need for very
strong carbon pricing. If the price of
technologies with high environmental
cost was raised, the market would be able
to choose cleaner technologies, which is
the goal of carbon pricing.

“In the design of the carbon market, it is
recommended to set a price range in the
cap-trade trading system or set different
prices for different sectors. In fact, the
carbon market has two functions, on one
hand, it provides funding; on the other
hand, it builds confidence for investors on
the reliability of the carbon market. This
will  bring enough time and the
corresponding funding and infrastructure
to promote technology innovation.”
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Prof. Maosheng Duan, Director of Tsinghua University
National Carbon Market Research Centre
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ZERO The Role of Carbon Market in Promoting Carbon Capture, Utilisation and Storage in China
E‘g;?& I RFEETZHESDNCCUSEARN ST
E2017 2 EMmTE In 2017, before the kick-off of the national

carbon market, there were 7 regions in China
that carried out a pilot carbon trading. Prof.
Maosheng Duan, the director of Tsinghua
University National Carbon Market Research
Centre, said that the design was different
between the 7 carbon markets, such as the
service industry was covered in pilot cities. At
the same time, they learned the lessons from
the EU system in the allocation of quotas.
They used intensity method based on the
enterprises’ actual production for allowance
allocation, which is suitable for the
conditions in China.

With respect to the design of the national
carbon market, the current plan was to take a
top-down approach to build a new system.
From legal aspect, the market regulations
have been incorporated into the legislative
regulations of the State Council in 2016.
Uniform rules would be designed for all

regions. The central government was
responsible for the design of the entire
system, and the provincial DRC was

responsible for the implementation of the
relevant management rules with flexibility. In
the implementation period, comprehensive
measures would be used to promote
performance, such as the current
construction of the national credit system.
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Dr. Xi Liang, Secretary General of UK-China (Guangdong)
CCUS Centre, Director of Centre for Business and
Climate Change at University of Edinburgh Business
School
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Dr. Xi Liang, the Secretary General of UK-
China (Guangdong) CCUS Centre and
Director of Centre for Business and Climate
Change at University of Edinburgh Business
School, and Professor Qianguo Lin, the
Global CCS Institute China representative
and professor of North China Electric Power
University, introduced briefly about
“Including CCS in Carbon Market” project
supported by Guangdong provincial DRC
and the British SPF.

Dr. Liang said, “CCS has an important role
in low carbon development, energy saving
and emission reduction. CCS is an
important technology for China." He said,
incorporating CCS into the carbon market
would build confidence for the CCS industry.
We could consider the establishment of a
set of CCS transport and storage certificate
mechanism. To promote the development
of CCS, the transfer of "utilisation" to
"emission  reduction" could mobilize
enterprise enthusiasm. He hoped that the
carbon market will become the core of the
emission reduction mechanism; and the use
of carbon market to support CCS will be
significant and realistic.
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Professor Lin introduced the development
of CCS in China from the aspects of space,
time and economy. He believed several
issues should be considered for the
integration of CCS into the commercial
development: project development of the
main body, the project boundaries,
measurement and validation as well as the
core foundation. There are different
challenges for incorporating CCS and
CCUS into the ETS with regards to
measurement and verification because of
different capture, transport and storage
technologies. Capture projects and
transportation projects are relatively
simple while storage projects are fairly
complex.

As he said, China had the relative
superiority in managing the integration of
CCS into ETS. Coordination between
different provinces is critical to solve
problems in carbon dioxide emissions
migration, project management,
responsibility and  long-term  risk
measurement and verification problems.
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2016F9H2H
Friday, September 2, 2016

9H2B T4 , Bk Ezx The Carbon Finance Roundtable jointly

” o oy = —= hosted by Tsinghua University National
o g~ = Y =
BHATRTL . BRI SE Carbon Market Research Centre, National

ZUEBEFERS(EFO. %46 Center for Climate Change Strategy and
BBAOKZF. JbmECCUSHy (%) . International Cooperation (NCSC), North

th (2R ) CCUSHI). {63k China Electric Power University, Beijing
R e CCUS Centre, University College London
FZh. ETEXRZFHREIDN  ,pg University of Edinburgh was held in
REMERESEERSAEILTEES  Beijing on September 2nd. The workshop
17, SWEEERESH(Eg  discussed the effectiveness of emission

. . _ .. reduction promoted by international
NF \ 4 0 22 ‘9’ \ o v . . .
FHFAIAR. EIFREEIOSIRER 0, finance, the international

TRIAXRNERIURPEFFREEK experience  on  carbon  finance

e TEMFIZE 5HEEHTiie  development in China, and the prospects
FiEEEY and challenges of carbon finance in China.
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Dr. Gao Li, Deputy Director General of Department of
Climate Change, National Development and Reform
Commission
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ExRANESIZIET Dr. Gao Li, Deputy Director General
o e = ” of Department of Climate Change,
E?f"fgih S:I' BB NDRC, stated that, “ carbon finance
RUREI B SRIARTRE is part of the green finance in which
ERENEEEX 51 the national government and the
2R F E R IR S FER finance sector are eager to explore.

. . Thus, the development of carbon
RERKREEEMNEE finance is fully motivated. The
AT SRR BRIZ D+ IE. innovation in financial agencies and
N G AR R = M authorities should be in accordance

with the low carbon development

73 IR S B RO fRER goal formulated by the government.”

K EETRERERIEEEK.
Bri€EmRHIFNES The initiation of the national carbon
/= Jo market is challenging as the 7
ET/FIEEJ&” ' Ezéﬁﬂ' carbon market pilots’ experience
MR, ERRNERER was not sufficient and carbon market
%, B LIt At X iR basis in the non-pilot area was quite
7 TVEERIEEE  FRLUXTA vulnerable. Dr. Li suggested that
e T China could learn from the
TIFEREEAH K. =8 experiences and lessons of EU and
BKIAA , EREIRKRTIZAY California carbon market, and stick
SR EIR B R BRI ZEE N to the principle that the purpose of

the carbon market construction and
the innovation in carbon finance was

MEVEIEH0) , R ASH]

L, EHIREIR. RERE to promote the development of low-
HNELKENEEIEATE carbon technology and the cost
S s TN reduction of the low-carbon
tf%ﬁﬁ&i%*ﬂ&ﬁf&m MES emission reduction by exploiting the
AYRHERATIARSS « market. .
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“Following the release of Green Financial
Guidance by State Council, the British
Embassy Beijing worked closely with many
organizations in China to cope with the
financing barriers. The UK Green Investment
Bank jointly published the China Green
Investment Handbook with China’ s
National CDM Fund.” Mr Jonathan Farr,
First Secretary of Climate Change in British
Embassy Beijing, said: “an international
low carbon initiative system is required to
ensure the funding is used in green projects;
and a system of assessment, monitoring
and reporting on those projects is also
needed. Last but not least, the government
should make incentive policies to ensure
the funding is sustainable, so as to exploit
more national and international social
capital to further accelerate the low carbon
transition.”
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Dr. Kitty Poon, Honorary Fellow of University
of Edinburgh, hosted the discussions and
said, ‘“carbon finance is a very broad
concept, including green credit, carbon
trading, carbon future, carbon fund and
other financial products. After the Paris
Agreement, China plans to build the national
carbon market in 2017, which will be the
major driver for carbon emission reduction
and could lead the current carbon trading
pilots to a new stage.”
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Dr Xi Liang, Senior Lecturer in Energy
Finance and Director of Centre for
Business and Climate Change in
University of Edinburgh, introduced,
“carbon  finance includes carbon
accounting, carbon market, climate policy
and energy finance. Project financing
includes debt financing, equity financing
and risk management.” He suggested
that we should learn from Dr. Gao Li" s
suggestion that carbon finance should
focus on actual projects to reduce the
financing cost; the Chinese government
and organisations can work together to
define climate bonds and climate equity,
and formulate related policies in favor of
financing low-carbon projects; carbon
financing should also help industry in risk
reduction and risk management.
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Prof. Maosheng Dua, Director of Tsinghua University
National Carbon Market Research Centre
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Prof. Maosheng Duan, Director of Tsinghua
University = National  Carbon  Market
Research Centre, pointed out, “the
concept, procedures and standards of
carbon finance must be clear. Carbon
finance is cross-sectoral and cross-
industrial, it needs in-depth discussion and
reasonable division of labor between the
two sectors. The carbon trading in China is
largely limited; whether for regulatory or
business bodies, the awareness and
capability of participating in or taking
advantage of carbon finance should be
improved. From the technical aspect,
although the Ministry of Finance has
published some guidance documents, there
is still a long way to go before a set of
reasonable rules is released.”
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“The issues of current pilot carbon markets
exist in evaluation, liquidity, and relatively
small market volume. Proper groundwork is
needed in order to launch carbon finance
work. These include the establishment and
development of a carbon market, the
improvement and supervision of carbon
trading system, the publishment of carbon
accounting standards, the setting of carbon
pricing.” as Yiting Sun, Project Director of
WWEF China Sustainable Finance, said,

“Carbon finance should precisely play its
role, but not in terms of financing. Carbon
finance generates cash flow to reduce risk
properly, and it will play a role to give
credibility to projects since past evidence
shows projects with carbon finance has a
good quality and also has a positive effect on
the reputation of the enterprise. It is
recommended to coordinate carbon finance
with other financial instruments to increase
the signal function of carbon finance. In
addition, the function of carbon finance on
government or public guidance is more
obvious, and to make development financial
institutions play their roles in carbon finance,
the government should also regulate the
price of carbon market. Carbon finance must
be implemented in real economy while
expanding its volume. Meanwhile, it should
also consider the possibility of using a large
scale carbon sink in carbon market to benefit
the people.”
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Prof. Michael Grubb from University
College London, Electricity Regulatory
Commission Chief Consultant,
introduced UK policies, "the UK
government would return part of the
climate tax to industry to improve
energy efficiency and promote low-
carbon innovation, from which the
Carbon Trust Fund was established to
regulate the energy use in industry.
On the other hand, they set up loan
fund for industry to improve the
energy efficiency. The current rate of
return from government investment in
private sector, e.g. investors funds,
pension funds and insurance funds, is
relatively low, while that from carbon
investment can reach 4%-5% with
great potential to increase.
Reasonable legal framework is needed
to promote this kind of investment
activities. Carbon price should be set
to promote investment ultimately.”
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In addition to Carbon Trust, Green
Investment Bank and other institutions also
made their contributions. Chair of New Silk
Road Energy Ltd, Former Chairman of the
UK Parliament Energy and Climate Change
Select Committee and former UK State
Minister of Environment and Countryside
Mr. Tim Yeo, former Minister of UK
Environment Agency, said “the UK's
regulatory authorities use policy to guide
the construction of some of the valuable
infrastructure. In terms of climate finance,
the UK has been encouraging the adoption
of ETS to reduce the carbon emissions.
China could learn from previous ETS
experiences to promote emission reduction
trading system. Carbon finance is still in the
early stages and its actual role in emission
reduction is very limited. Although we are
increasingly aware of the importance of
low-carbon business model, investors’
priority is still the return they could receive.
The government needs to continue the
policy intervention to maintain low carbon
industry’ s attractiveness despite policy
makers might need to use the appropriate
incentives  to promote low-carbon
investment. If this can be achieved, there
will be great development in the next few
years."
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Mr. Weimin Tang, Deputy General Manager
of Bright Carbon Asset Management, said
“there are mainly three target project
categories for carbon finance: firstly is the
projects that include carbon reduction effect
in its implementation; secondly is the high
risk projects that need to increase revenue
and reduce risk through carbon financing;
the third would be projects that cannot be
progressed without low carbon technologies.
The carbon market expectations in China
include a clear and transparent policy and
relatively stable carbon price. In addition, we
would expect appropriate risk management
for low-carbon investors. We hope the
Chinese carbon market could be launched as
soon as possible with a series of financial
products to help investors with better
opportunities to cope with risk management.”
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Mr. Sheng Li from Institute of
Engineering Thermophysics, CAS,
said: "suitable market access
standards, monitoring  and
measurement methods should be
developed for carbon market.
Also, we need a carbon pricing
system to promote CCS technical
and industrial development and
innovation."
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Dr. Kitty Poon concluded the workshop that
there was still a long way to build up carbon
finance capacity in China, and she suggested
to focus further studies on two aspects: the
relationship between finance discipline and
carbon reduction, and secondly how should
China take advantage of international
experiences and lessons learned in carbon
finance and whether foreign mechanisms
could be adopted in the Chinese context.
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On September 3rd, the 1st UK-China Energy
Expert Dialogue was held in Beijing. This
meeting is jointly hosted by the North
China Electric Power University, Beijing
CCUS Centre, University College London,
and the University of Edinburgh. Professor
at North China Electric Power University
and Senior Scientist at Australia global CCS
Research Institute Qianguo Lin presided
over the meeting topics of “"What can
China learn from UK's 27 Years of Electricity
Market Liberalization Reform” .

The participants of this meeting included
the Head of Renewable Energy and Energy
Transition at UK Embassy in Beijing Mr.
Christian Romig, Professor at University
College London and UK Electricity and Gas
Regulatory Commission Chief Consultant Dr.
Michael Grubb, former Chair of Energy and
Climate Change Committee of UK
Parliament and former State Minister of
Environment Mr. Tim Yeo, Director of
Research Centre for Energy System Analysis
in NDRC Energy Research Institute Mr.
Fugiu Zhou, Professor at Guanghua
Management School at Peking University Dr.
Ming Lei, Officer at Climate Change and
Energy Section in British Embassy Beijing
Ms. Serena Tan, and many well-known
professors at the North China Electric Power
University.
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There was huge difference between
electricity = market and  conventional
consumer market, and also between various
kinds of power generation technologies.
The goals of electricity market include
stable supply, energy security,
environmental protection, low carbon
emission and affordability. The meeting
mainly discussed the necessity to reform
China's electricity market. Experts in energy
market discussed several challenges and
explored the experience of the UK
electricity market reform that could be
transferred to China.

The Head of Renewable Energy and Energy
Transition at UK Embassy in Beijing Mr.
Christian Romig said the electric power
industry in China was currently oversupply.
Power supply enterprises were mostly state-
owned. The quantitative pricing model
secured profit of power producers even in
oversupply situation and encouraged them
to continue their production.

However, the situation in Britain was just
the opposite. Professor at University
College London and the Chief Consultant at
UK  Electricity and Gas Regulatory
Commission Dr. Michael Grubb shared
reform lessons and experience of UK
electricity market; he said that Britain would
wait until 2017 when the modified ROC
system eventually switches to contract for
difference (CfDs) policy. CfDs would set the
price for electricity production and ensure
the minimum payment.
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Mr. Tim Yeo, Chair of New Silk Road
Energy Ltd and former Chairman of the
UK Parliament Energy and Climate
Change Select Committee, shared critical
policy changes in UK’ s electricity
market history. However, he did not
believe that these decisions can be
simply copied in China's market under
specific national conditions. Chaired by
Professor at North China Electric Power
University Prof. Jun Dong, several
experts discussed the application of the
three principles that are followed by the
British government in China:
environmental protection, costs
reduction and energy security. Mr. Tim
Yeo said these three principles must be
followed at the same time to ensure a
perfect electricity market. If he had to
choose, continuous and secure energy
supply would be more important than
the other two. His remark was endorsed
by other experts, and Mr. Yeo also
believed that China should strengthen
its investment in improving energy
efficiency.
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In 2009, China’ s State Council proposed its 2020 goal for greenhouse gas emissions,
and then in 2010 made Guangdong a low carbon pilot province. Guangdong has made
remarkable achievements in greenhouse gas emission control to which the UK-China low
carbon cooperation has contributed significantly. In September 2013 the UK Department
of Energy and Climate Change (DECC) signed a joint statement in London with the
Guangdong Development and Reform Commission, witnessed by governor Zhu Xiaodan
of Guangdong Province, to strengthen low carbon cooperation. The joint statement
highlights the importance of collaborating in Carbon Capture and Storage (CCS).
Supported by the Guangdong and UK governments, the UK-China (Guangdong) Carbon
Capture, Utilisation and Storage Industry Promotion and Academic Collaboration Centre
(the “Centre” ) was officially founded on December 18th, 2013. The Centre is committed
to promoting the demonstration of large-scale CCUS projects to tackle greenhouse gas
emissions. At the same time, the Centre will also provide an international collaboration
platform for solutions to other local pollution problems (such as haze, water pollution)
caused by coal utilization, and to accelerate the industrialization for clean fossil energy
technologies and to train qualified professionals.
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