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Allowance Allocation and MRV Mechanism
Guangdong Challenges and Countermeasures
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Overview of Guangdong allowances allocation system

o EifEX fBEG-E (A%E) x Rr-mHEREEE ERUAERER) x SRR
Benchmarking (BM) Allowance=Production(Traffic Turnover) X Benchmark x Free Allowance Ratio

o FHHREX: REBECEH-1GSEFIFHIRRE <=8 x FE N ERE < RZELLH

Intensity-Based Grandfathering (IG) Allowance=Average Intensity of Past 3 Years X Production X Reduce Factor XFree Allowance Ratio

® 5 EHIEESZ%' RERBCAR=1EIl EEEWEEWFB&ZXEF"FB%?*SZXﬁ'ﬁtb@
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BN, FAEBEAS” Pure generation. Combined heat and power(CHP)

Power EIRIARL AR EBAZE. HIASEIF Special gas-fired CHP. Heating boiler ()
KR A= MEE. B7KRBEEFE Clinker production. Pulverize. White cement production
LImE HtiEE Others (pulverize) o
WGREE. eess. BKH]. ARG, W&k, J&IX Coking. Sintering. Pelletizing. Lime Firing. .
K Ironmaking. Steelmaking
Steel ﬁ '
%3N Steel Rolling O
At Petrochemical ()
R EBISZEAIAEHI SR 4 Regular paper making and paper products [ )
Paper Making KHNE, FREEFI4E S a4~ Pulp manufacturing, Special papermaking and paper products .
B LHERSEMZ BN Comprehensive Enterprises ()

Civil Aviation Hbfinz=1e Ml Others .
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Challenge: The uncertainty of macroeconomic fluctuation

: BF eIl SR ECEMN ST RETE

RIER
(FRBRET

Allowance allocations based on enterprises actual production to deal with economy

BiIEHRN, REFE "Xl |, SF@mrrEXTeeN, ERBFTREENARTLT

BENRYRIRSRITIRAEEST)
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Based on the cap, setting production "ceiling", select enterprise capacity data for calculation when production
1
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greater than capacity (Compatible with economic fluctuations while maintaining pressure to emission reduction)

IKife
Cement

TR

Steel

152K
Papermaking

FRILEP=
Clinker production

k. MHiN

Iron,steel

HHIERANZEAR

Machine made paper and board

ZHEFaEx 1.3
Approved capacity x 1.3

ZHErFaEx 1.0
Approved capacity % 1.0

ZErTEEx 1.6
Approved capacity x 1.6

R e E B B BN
BRI BRI SS
Appoved capacity refers to
the approved documents
that related to governments
both national and provinces
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Challenge: Interaction between allowance allocation method design and data base

HEEEZ R REAFEEZRAESIIEYE, LARREEERTEUS 1)k 351 57 Enterprise Boundary
IHE T FKHEES KPR RN ERRERE~RIENE. S REE
1L, R REURNEIRERA, INRIHESIFRD, THEMRA

. ' . o IXBEIR:
Benchmarking method require more detailed data than emission-based JEt
grandfathering method, so as to ensure its comparability Primary

energy:
coal

Calculating installation-level emissions involves data of the intermediate

products and internal energy production. Comparing to the enterprise-level data,
installation-level data has greater measurement error, is supported by less
external evidences and leads to larger uncertainty

& AR, REREE N E IR

Table. Enterprise-level and installation-level data measurement and evidence

TS FiR PAKE Coal 0.1% 0.1%
Mz .
Upper limit for measurement error S, # (PIEFD) Coal Gas, Heat ) 50 ) 50
. 2.0~2.5% 2.0~2.5%
(Intermediate product)
MEESHRIEEK MAKE. EB Coal, Electricity 100% 100%
Mil}imum reqlfirer-nent for VRS, v (BEF=YI) Coal Gas, Heat T T
equipping measuring instruments (Intermediate product) 0 V0

HMERSZ: g0, R, WER, BRERS FEREIRHRIAIR S

. UEHE ST External evidences: e.g., trading receipts, Most are internal documents
Evidence documents o . . .
invoices, official reports provided by enterprises themselves
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Challenge: Interaction between allowance allocation method design and data base

RRSEEMHREE R ESENERHSELE, FIlR EEEER

Select the appropriate allowance allocation method based on data base and quality, and speed up the
complement of data imperfection

® FCEiD BT AN SRR SRR RIS IR SR

Consider the accuracy and credibility of the required data while setting the allowance methods

o iERisTEEIMRVAIBEN LR TR AREM

Improve the MRV capacity of enterprises beforehand, so as to reduce the uncertainty of enterprise data sources
® KRIEUREN LB/ NECER S ECS U

Adoption of allwance allocation method with less data risk
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Challenge: Interaction between allowance allocation method design and data base

RESIEEMHRERESENERAMSESE, FHIlREEEER

k

Select the appropriate allowance allocation method based on data base and quality, and speed up the
complement of data imperfection

> Gi—ofc. BEENEIWAR . FEEAE, EEEZREERT —ESET (REkEl) PRREETR. ®IVRRERTFALERBEEE
HRECER DS, AFANEIARRIF—E., BUHETMRIERWHNERESIEHITIHE, WIREIERRENT SR,

Harmonize allocation , emissions and enterprise boundary: Considering the comparability, benchmarking can only apply to some installations in an enterprise
in a certain sector (e.g., iron and steel). Rest of installations within the enterprise can use grandfathering to ensure the allocation, emissions and enterprise

boundary are harmonized. The emissions used for compliance can be calculated based on enterprise-level overall data for its better quality in data sources.

1V 5L Enterprise Boundary

HER

Emissions
1> MV 351 5L Enterprise Boundary
it i THr1EEH (BAEZX) Tr2icE (BAX) Hs Trrlcdn (hsei%)
All Installation 1 Allowance Installation 2 Allowance Other installations Allowance
owance (Benchmarking) (Benchmarking) (Grandfathering)
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Emission report
submitted by
enterprises

mzMRVEIE
Overview of MRV mechanism in Guangdong ETS

*E s

B=H&ENEERE
Third-party
verification agencies

ERIUBITIVN

Data audited by experts

e, 88

Re-verification

BTN, EIRA

Re-audition and
confirmation

9 9 v v O

- EARIER S TSR dm ]
TR, FEHIRER

Enterprlses complete
monitoring plans and
annual emission reports
according to the
reporting guidelines

- mtRIFERE=SZE
1"]1@ EMonitoring plans
need to be verified by third-
party verification agencies

« B=HEETIERIEEN
TSR T ZE
HEZEHRSThe third-
party verification agency
conducts on-site verification
of the data according to the
monitoring plan and issues a
verification report

- FrEZERINEE
PAE IR
(e, M.
B18M) All verified
data need to be
audited by experts
(For data’s integrity,
normalization and
rationality)

- Kz ERR, BRE

B Re-verification will
be organized when
weakness be noticed
from some enterprises in
first verification

XIARAIRIAR, FEHH
EN{MI4H253H Random
inspection among other
enterprises

- WEEMEERIEIH

TN, BEEARSE
£f# After re-verification,
a second expert audit will
be conducted until all
problems were resolved.
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Challenge : The monitoring level of enterprises require improvement

o EULSRIBEHERH B S ST e
Some enterprises do not measure the related parameters for carbon emissions calculation

ARSI RS
sk S o FE: ETUSARRA. MINIESOSEY, BHENSEIRTRE,

Differences of data reports

among enterprises Reasons: carbon emission data collection system is not well established, sectoral technical

characteristics, scale of the enterprise, etc

= AT EHIENXRESHAISENR (FaivE)

Table. The rate of measuring the key parameters for calculating emissions (caloric value for example)

o | B RFIRYIRME RIS AEIRYIE SEAERYIRE
Sector Caloric value of Solid fuels Caloric value of Oil Caloric value of Gaseous fuels

Power 97% 18% 100%
Kife o 00 B
Cement
geezél 39% 33% 0%
at o 0 "
Petrochemical 100% 13% 40%

LA EEEESEET 20128 REWRAEIRS

Note: Data above were from survey of Guangdong Enterprises in 2012
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Challenge : The monitoring level of enterprises require improvement

seF iR lERESEANA S e R AR EE

Allow enterprises to use actual measured fuel parameters or default values

o MFHEML AR ERIRESENENSGIECENREIESE (—ReTHRWsEWE) , BRIRATEMES I
rin SR8
The default value of low calorific value of fuel is the punitive high value within a reasonable range (generally higher than

the actual measured value ), in order to encourage more enterprises to access the actual measured value.
x T REHEBIRENREESEVSSELER (CAEEHSa61)

Table. Comparison of energy default values and actual measured values in Guangdong
(Bitumite for example)

(B 0
WIRRARAS

Marginal cost

RilpEEALRE SEE(E T R EREL 6

used to 1mprove Sector % | value compare to default
data quahty IEIEJRSH:E EEE"JLB&TWEEE Default value Measured value value)
Marginal income caused by  mjpower 15288~22313 6~35.6%
: improving data quality 7KifeCement 19036~23248 2.1~19.8%
: ey . 23736
Balance point Data Quality §MEkSteel 19790~23208 2.2~16.6%
ak 20541~22919 3.4~13.5%

Petrochemical
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Challenge : The monitoring level of enterprises require improvement

EERAEMERFTERIHENE

Delayed adoption of actual measured values to enterprise emissions calculation

BEWRBNREEEZEALNE, ZEEdE, EamFERASEZERIE, fe 3k E—EnNiciula, Bfrads%
After enterprises applyment of changing from default value to actual measured value, and after verification, there is a two years gap before it is
used to calculate the emission officially. Therefore, enterprises would gain some advantages from allowances allocation in appropriate level.

RIEEIRFAISLNE

Before delayed adoption of actual measured value

1 2 3
\ J

HERSKASCE

Delayed adoption of actual measured value

5 ] RASEE

@ Adopt reference value

! RASEE

: Adopt actual measured value
@ 1 2 3

4 4 5
T ‘ I ' N ‘
iR aRna 5 SEHERL AEFEHE AT EEEASEHT  AEEHR
Historical emission for Annual emission Historical emission for Annual emission

allowances calculation allowances calculation
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Challenge: Diversity and matching of enterprise data sources

o FARMNEINTT (MAEE., A\FE) FISNFET, KSR (NRHEIEES) UeERPEER;
o [F—EIENERNARRETGESHZIZ10%HINEER.

® The monitoring indexes (such as fuel consumption) may have obvious differences under different measuring points
(such as storage quantity, furnace quantity) and monitoring conditions
® Same type of monitoring data that from different sources can lead to 10 % differences of emissions

4R (UER) Y& e >> KR >> KRS &
Production Process Coal warehouse Coal mill Furnace

(Measuring points )

‘ _ BB FEEZI Measured at N/ HEE Measured ANP#IMeasure at the
RIS (EF= warehouse before or after mill furnace
Coal | | | | |
consumption . .
) | e F& EE =FE mg =FE
it ' Wet basis Dry basis  Wet basis Dry basis  Wet basis Dry basis
(25 A BIERMMeasured at N/ BB A Measured ANPEIErIMeasure at
AwiE warehouse before or after mill the furnace
Caloric | |
value | | |

i:u:g :FE i F& e F&
Wet basis Dry basis = Wet basis Dry basis  Wet basis Dry basis
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Challenge: Diversity and matching of enterprise data sources

IRRERIE R, Etta iV RES E e illIRiR

Clarify data monitoring requirements to prevent enterprises from falsify

data sources

o FRFREUERIRRIEEMN: WNE RFEFFRSN SRYET N —EL

Clear selection rules for data sources: The measurement point and status of consumption should be consistent

with those caloric value

o EXMIMRSHIRREMZIN G2, HR—EE

Require companies to report data sources specific to file names to ensure consistency
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Challenge : Diversity and matching of enterprise data sources

IRRERIE R, Etta VRS E e illIRiR

Clarify data monitoring requirements to prevent enterprises from falsify

data sources

VFHRNHEHRR (EREIHRHAEERISHRE)

List of documentation (Various documents required to be provided by enterprises for future reference)

E

£ 258Y Data Categories 10593 2E Record Categories
TENEHE L i i
— - - ITEIZEEXICE Record of the measurement instruments
(2. R, BABLE)
Activity data TEENEWEICR Record of the activity data

(Production,usage,input/output) &TBO5 Management record

REEFEXICSHE Equipment record

A SPTASTRAY =T ;
JLME%*’HL‘L%*‘_‘LI)HU ;E*&ﬁ%*gﬁlai Samphng record
Measured by enterprise own lab #IMRE5: Detection record
, S| N
RYE. ﬁﬁ@iv*dﬂ{g S0 Management record
Actual measurement of calorific value,
carbon content, etc. HAERUEAH Qualification

B=EWE (BMNE) REHENER
Measured by third-party lab

FX1C23R Relavent record




IR AECE S EMIMRVE EH— P e ERIEE

The consideration of improvement of allowances management and MRV in Guangdong ETS

H—E A B BT
Further optimization of allowance allocation methods
o H—IIAREMDBCSXBIAIE, #F1 B RaYERE
Further research the linkage between allowance allocation and peak carbon emission ,carbon neutrality
o (WEZTIVRIECE S ED (A1ALIN. AUEF TV E~REE. T TZ#EAREERA. TFERERIFARER)
Optimize the allowances allocation of complex industries (Enterprises have different product structures, the length of the process

chain varies greatly, complex relationships of energies and raw materials in installation)

—LRUEPRE

Fuether enhancement of monitoring during operation

o eI SCIOEIZE M (JAISO/EC 170255F) *—*E‘“ﬁﬁs?;

o RFEVRI TINEHE, FEHERLIFEEIEER. BRI TRIFESEIERIGS,

o RFFEV_SMHRESHNUEIE, el éfli%_%ﬁ’ﬂﬁtﬁﬂz'ﬂu’i 2, ASHEREREEREELE.
Promote the establishment of management system for enterprise laboratories according to international standards (such as ISO /
IEC 17025, etc.) ; Explore the establishment of enterprise unannounced inspection system , irregular sampling and data verification
of enterprise energy and carbon materials during the performance period; Explore the establishment of carbon dioxide on-line

monitoring system to monitor the emission of enterprises throughout the year continuously, and compare with calculation results.
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