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Build an effective market

Principles and methods
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Features and advantages of Shenzhen ETS
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Features of SZ ETS
Interactive between national and local
govn’t

City based coverage

A cross-boundary ETS between SZ and
HK; based on open platform

Complementary with Guangdong
province ETS

Aim to build advanced carbon finance
system and carbon finance centre
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Features and advantages of Shenzhen ETS
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Strong innovative ability and environment
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Highly marketised, one of the two finance centers in China
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Abundant capital, sound capital system
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Cooperation between SZ and HK
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Legislative power of special economic district.
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SZ ETS design keys
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Administrative structure
Coverage

Most of Shenzhen economic area covered
Direct and indirect emissions both include

Target and Cap control

Shenzhen propose the target and Cap

Conform to national reduction
commitment

Considering new entrants;
Decreasing yearly

Allowance allocate

Reserve appropiate proportion of
allowances for new entrants

Integration of grandfather and
benchmarking method

Free allocation, auction or integrated
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SZ ETS design keys
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Auction
Open and transparent

The income of auction will be used for
carbon fund to support the development
of new carbon reduction technology and
project-

Emission trading mechanism

Open, transparent allowance allocation
primary market and healthy, effective,
active, consistent secondary market.

Implement a electronic allowance
tracking information system

Compliance and cost control
Compliance period design
Allowance banking

Price control banking account;

Carbon offset percentage is decreasing
proportionally yearly

cooperation with other regions
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SZ ETS design keys
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Carbon offset mechanism

Accept allowance of carbon offset
projects in early actions

Limitations in project source, scope, type,
proportion.

MRV

compulsory reporting

Report should pass the verification by the
third party verifier

Develop unified electronic report, online
monitoring, verification system
Compliance assessment

punishment: fine and allowances
deduction in the next period

Excitation: replace subsity with reward,
result-oriented; build ranking and
assesment mechanism

& FYHEBNSE B

W1y, China Sh [




RN 5 1B R TR R

SZ ETS design keys
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Roadmap of SZETS

From Voluntary market
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Experimental stage/ Phase IT Phase ITI
Phase I
Cap
Less limit/ More limit/ More limit/
Free & Auction Free & Auction Auction
2013-2014 2015-2017 2018-2020
To Miandatory market
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Roadmap of SZETS
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Establish a cooperation mechanism of inter-regional
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Shenzhen will invite other cities, such as Hong Kong, to join a mandatory ETS

and build a Carbon Trading Cities Alliance. For the purpose of expanding our
Impact, and reducing GHG emission and mitigating the effect of climate change.
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Shenzhen willl construct a carbon trading market based on an open platform,
combined with inter-regional Carbon Trading Cities Alliance and the trading of
CERs and VERs.
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