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Avoid hot air: what is it?

e Carbon permits that do not represent real emission reductions

* |f used by countries to count towards mitigation pledges, hot air
increases overall emissions:
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Double counted emission reductions

Non-additional or over-credited carbon offsets from projects in developing
(Clean Development Mechanism) or Annex-I countries (Joint Implementation)
e.g. projects that would have happened anyways

Surplus of emission units under the Kyoto Protocol (AAU surplus)
Surplus of emission allowances from Emissions Trading Systems (ETS surplus)
Non-permanent land use credits to offset (permanent) fossil fuel emissions
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Hot air not avoided under the Kyoto Protocol

* Under the KP, countries have a carbon budget, represented by Assigned
Amount Units: 1 AAU = 1 tonne of CO,-eq

e Climate targets were set above business-as-usual emission levels
leading to a large stockpile unused AAUs equal to 11 gigatonne CO,-eq
of hot air

* Lack of environmental integrity of international market mechanisms:

- about 75% of JI offset credits likely to be non-additional - could lead to
an increase in global GHG emissions™

- each CDM offset credit only leads to about 0.38 tonnes of actual
abatement - could lead to an increase in global GHG emissions™*
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The impact of the KP hot air on the EU’s climate
policies

 Around 570 million JI credits were used in the EU ETS:

» + 75% non-additional, e.g. could undermine EU’s climate target by some 430
Mt CO,e

e Around 870 million CDM credits were used in the EU ETS

» + 62% may be non-additional, e.g. could undermine EU’s climate target by
some 540 Mt CO,e

* In total: the use of offset credits with low environmental integrity (hot
air) could have undermined EU’s climate target by some 1 Gt CO2e

* That is about equal to all of the emission reductions required by the
EU ETS from 2013 to 2020!!
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The 2030 EU’s climate framework —
the importance of avoiding hot air s
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2030 GHG target: at least -40% compared to 1990
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EU ETS Effort Sharing Decision
-43% compared to 2005 -30% compared to 2005
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~1.1 GtCO,e 28 Member State targets, stretching from -40% to 0%
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Impact of EU’s hot air on the 2030 climate target
when fully carried-over

EU’s 40% target EU’s 40% target EU’s 40% target
equals [in theory]: equals [incl. ESD equals [incl. ESD +
surplus]: ETS surplus]:
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Avoid hot air: the EU’s climate policies

v'The EU decided on a domestic at least 40% GHG emission reduction
target by 2030, excluding the use of international offset credits from

2021 onwards

» Do not carry-over hot air from the pre-2020 period:
- In the context of the EU ETS revision: permanently cancel at least 2
billion surplus EU allowances that are in the Market Stability Reserve at
the end of 2020

- In the context of the non-ETS sectors: do not allow pre-2020 reductions
to be used in the 2030 Effort Sharmg DeC|S|on
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Avoid hot air: the Paris agreement

i > Create rules regulating the use of carbon markets:

— Only countries with ambitious targets + adequate carbon budgets that do
not allow for carry-over of surplus carbon units from the pre-2020 period
should be allowed to use international market mechanisms

@‘ Create a robust international account framework and MRV system to
register and track carbon units and verify transfers of carbon units.

— This can help avoid double counting emission reductions.

f' » Move away from carbon offset credits (JI, CDM) and instead provide
financial support for climate actions in developing countries

— Emission reductions stay in the country of origin

Do not allow non-permanent land use offsets into carbon markets

/e
‘ | Carbon
Market
ﬁ Watch




Help the climate superhero CAPMAN to take

carbon out of the game

* Launch of new video game superhero CAPMAN who promotes actlons
that will limit CO, emissions. Various “Hot Air” challengers threaten

CAPMAN's goal of saving the planet; but a strong Paris agreement will
help CAPMAN to get rid of them.

* Join CAPMAN in taking carbon out of the game and play CAPMAN
online at: www.cap-man.net
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http://www.cap-man.net/
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Thank you!

Femke de Jong
Femke.deJong@carbonmarketwatch.org
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