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% Cost effective & practical instrument to reach 2030 NDC target by utilizing a market
mechanism and internalize the externality of GHGs emissions
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Cost effective GHSs reductions

2030 Emissions Target : 436.6 million tons
(40% reduction compared to 2018)

4 O O/O reduction

Emissions 291 million tons

727.6

Million tCOz-eq
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% Cost effective & practical instrument to reach 2030 NDC target by utilizing a market
mechanism and internalize the externality of GHGs emissions

) Entities with the average total amount of over
125,000tons of CO, emissions during preceding 3 years 684

facilities less than 25,000tons
(sum: over125,000tons)

Entities having at least a facility with over 25,000tons of
CO, emissions during preceding 3 years

BE a facility over 25,000tons
& the number of BEs for the phase 4 : 772

Business Entities under the ETS j
- .
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2026

ETS phase IV

ETS phase Il (2026-2030)

ETS phase Il (2021-2025)
; ETS phase | (2018-2020)
E 0:0 1 ~ 00
thnea (I:Etr:]ni:rs‘ito?\s (2015-2017) Auction 15 ~ 50%
% Auction 10% < [ Market ]

Trading Act . . Expansion of entrusted
Auction 3% % [Market] allowance trading,

Expansion of Futures trading,

+ Free Allocation, % [ Market
\ ) [ ] mar!<§t m.akers, MSR adoption
¢ [ Market ] auctions and expansion of third % [Offset] _
Launch of the market makers parties AG6ERs from A6 projects
Korea Exchange % [ Offset ] % [ Offset ]
(ETS market) Accept CERs from Accept CERs from
domestic & domestic &
< [ Offset ]
Accept CERs from overseas CDM ove.rseas oM
domestic CDM projects projects
projects
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* Flexibility mechanism that allows the BEs to buy KOCs(Korea Offset credits) issued from offset
projects and convert them into KCUs(Korea Credit Units) to surrender for their compliance

©@ (purpose) providing flexibility for compliance of the BEs

© (usage) max. 5% of the allowances surrendered to the government for compliance

© (offset projects) projects that reduce, absorb or remove GHGs outside BEs in a manner consistent
with international standards

ETS BEs Project participants of offset projects

Actual emissions Actual emissions

Allowances
(cap)

OFFSET

emissions
| exceeded

Allowances
(cap)

Emissions
Expected emissions
without reduction activity
: Actual emission with
reduction activity
: KOCs
selling credits
to BEs «
Start of offset projects Period of reduction
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W Key players & overall operation structure Hnitingi Minsey of Agriculture,
Infrastructure and Transport Food and Rural Affairs
L N N N N N N N N N N N _§N | P
I Ministry of Trade, Industry Q Ministry of Oceans
Emission Certification Pt Resoyrces and Fisheries

|
Sectoral Competent Authorities |5

Committee

Deliberati
operated by MCEE  _ eiera Io:

Operation Entities j Review the documents from PPs
- (public organizations) J for registration & issuance

4
P 1
h----- N I -
= r k\IDa:ta management
v

-.» (ORS) Offset Registry System
'y, A operated by

) Greenhouse gas Inventory and
Research Center of Korea(GIR)

Reqistration of
methodologies,
offset projects &
credit issuance

Verification bodies -
N\ !

~1 AMMIE 2 ) ) AE]

Offset Registry System

documenys submitted T

verification electronjcally

of reductions request for credit conversion

A L into KCUs(KOCs—KCUs)

y
Project Participants 5 —> ETS BEs
KOCs trading

/
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Framework act on carbon neutrality and growth for coping with climate crisis

v’ [Article 25] Greenhouse gas Emissions Trading Scheme
Act on the allocation and trading of greenhouse gas emission permits

v’ [Article 29] Offset

v’ [Article 30] Certification of greenhouse gas reductions from offset projects

Enforcement decree of the act on the allocation and trading of greenhouse gas emission permits

v’ [Article 47] Offset
v’ [Article 48] Validation, approval and revocation of approval of offset projects
v’ [Article 49] Verification/certification of greenhouse gas reductions from offset projects and

revocation of verification/certification
v’ [Article 50] Management and operation of offset register

Ity Guideline for validation and verification of offset projects

__
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Y Eligibility

g Fundamental reduction of GHGs

3@ Voluntary projects outside ETS BEs
AXOC

(O8 UNFCCC based offgllieredits(CERs, A6ERs) [l

v (Phase | ~ lll) CERs from domestic & overseas CDM projects conducted by domestic companies
v’ (Phase IV'26~30]) A.6ERs from domestic & overseas A.6 projects conducted by domestic companies

I%: Methodologies

v’ Registered methodologies required for offset projects
b .. .
ﬂ% Additionality

v’ Projects not activities to meet legal laws or regulations
v’ Additional activities beyond what can be done under normal business conditions required for reductions

* NO! double counting/claim

__
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% Main check points for validation coM
U

@ General requirements of offset programs(e.g. project start date, etc.)
@ Registered methodology(ies) applied

® Appropriateness of baseline scenario(s)

@ Appropriateness of additionality assessment

(® Appropriateness of GHGs emissions calculations

(® Appropriateness of monitoring plans

@ Appropriateness of monitoring period cOMP
Double registration with other offset mechanism
©® Appropriateness of feedback against request for revision(if any)
Debundling assessment for small/micro scale projects

) Appropriateness of plans for PoAs

__
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Y Types of credits

offset credits

L

@® KAU

@ KCU ® KOC

(Korean Allowance Unit) (Korean Credit Unit) (Korean Offset Credit)

» Credits allocated to BEs = Credits converted from KOC = Credits from offset projects

\ 4

eligible for surrendering

*1 KAU =1 KCU =1 KOC

__
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W Registration process for offset projects/methodologies

Kl
PDD preparation Review(Validation)

& request for
registration

Emission
Certification
Committee

4

Registration
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% KOCs issuance process

0 ] 4 ;
M/R preparation Verification & Review(Certification) Emission Issuance
request for Certification
Committee

issuance

[ | —| [ | —| l | E [ |

Project participants Verification Bodies
Project participants
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E/‘ Registered methodologies

Methodologies

vailable for offeet v/ Non-CDM methodologies v/ CDM methodologies

pr(')i'e(;ttsal 321 110 211

o Y () (R (& (50 (L) (===
-m

non-—
CDM(110)

CDM(211) 26 1563 6 17 5 4 - -

> as of Mar. 2026
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Registered offset projects & KOCs issuance

v Offset projects registered ¥/ KOCs issued

1,389 58,590,762
o g 0Cs e | Comeroa 00—
1,389

Total 58,590,762

non—CDM 1,016(73%) 2,453,909 (4%) 33,976,157(58%)

373(27%) 56,136,853(96%)




