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SECTION 1: THE WORKSHOP - POST-PARIS CARBON MARKETS: FROM 

LONDON TO TOKYO 

IETA and Mitsubishi UFJ Research and Consulting organised a workshop -- “Post-Paris Carbon 

Markets: From London to Tokyo” -- on Friday 12 February 2016 in central London. 

 

The workshop was an opportunity to examine and evaluate carbon markets and provided a 

forum for participants to discuss a number of pertinent issues relevant to carbon markets after 

the Paris Agreement. Over 80 participants attended, representing governments, the private 

sector, NGOs, development banks, Media and academia. 

 
1. INTRODUCTORY SESSION 

This workshop provided an opportunity to examine carbon markets in practice, as well as a 

forum for participants to discuss a number of pertinent issues relevant to carbon markets after 

the Paris Agreement. The first part of the day focused on arrangements that enable effective 

trade and private sector engagement in carbon markets, with in-depth updates on the latest 

developments from around the world. The afternoon provided an opportunity to discuss the 

Joint Crediting Mechanism (JCM) with policy officials and businesses from Japan. 

WELCOME REMARKS 

DIRK FORRISTER, PRESIDENT AND CEO OF IETA 

Dirk Forrister, President and CEO of IETA welcomed the participants and explained that the 

workshop represented one of the first opportunities for such a diverse group of stakeholders to 

get together and discuss the Paris Agreement and its implications. Mr. Forrister stated that he 

was glad that the Japanese 

government could participate to 

the workshop, given that Japan 

was among those countries that 

made it possible for the Paris 

Agreement to be successfully 

adopted. 

Further, he explained that the 

Paris Agreement has such a high 

level of aspiration that markets 

are necessary to achieve the 

goals. The process in Paris was a 

success because the Agreement 

includes specific provisions for 
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markets and international cooperation under Article 6. The main challenge going forward will be 

to operationalise such provisions in an optimal way.  

Policy makers and other stakeholders therefore need to explore and analyse the text, to 

understand what it can generate and what the best way forward is in terms of implementation, 

it will be interesting to observe the first reactions and interpretations at the first UNFCCC 

session in Bonn in May 2016. Different views exist as to whether carbon markets should develop 

under the UN umbrella or via regional clubs/hubs. Both approaches are not mutually exclusive, 

as examples from the EU ETS or the JCM could be considered an example of a “club” of carbon 

markets. 

But there is one core element that everyone needs to recognise: Article 6 and the market 

provisions of the Paris Agreement mean that business is mobilised and has the confidence to 

invest and contribute to the solution of the climate change problem. 

YUJI MIZUNO, MINISTRY OF THE ENVIRONMENT, JAPAN 

Yuji Mizuno, from the Ministry of the Environment of Japan, underlined the deep involvement 

that Japan had in developing the Paris Agreement. Japan is very satisfied with the Paris 

Agreement and Article 6, but these should be seen not as an end game but as a starting point.  

The workshop was an occasion to discuss one of the many tools that can be used to achieve the 

long-term aspiration of the Paris Agreement: The Joint Crediting Mechanism that Japan is 

implementing together with partner countries. This is the first time that the JCM is officially 

presented in front of such a group of stakeholders, and it is therefore important to hear 

different views and answer all questions to have the best possible understanding of the 

initiative.  

Moreover, this workshop is also important to discuss what role the JCM could play in the fast-

moving international context. The next UNFCCC session in May 2016 will kick off the discussions 

about the post-Paris world and there is great interest in seeing how things will evolve. Japan is 

also taking part in other discussions such as in the G7 context.  

KEY NOTE REMARKS: HOW TO CREATE AN INTERNATIONAL CARBON MARKET? 

 

ON A LINKED INTERNATIONAL CARBON MARKET: DAVID HONE, SHELL INTERNATIONAL LTD 

(PRESENTATION AVAILABLE HERE) 

David Hone offered his reflection on the Paris Agreement and on its implications. A deal was 

reached but global emissions continue to rise and INDCs are not currently enough to reach the 

long-term objective. He presented two scenarios elaborated by Shell and then compared them 

with the trajectory needed to stay ‘well below’ 2 degrees C.  

The two scenarios differ in terms of assumptions, but despite the fact that in both cases 

emissions plateau and decline after 2050, heading to zero after the end of the century, they are 

https://ieta.wildapricot.org/resources/Japan-WG/JCM%20Workshop/Linked%20International%20Carbon%20Market.pdf
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far from the trajectory needed to reach the 1,5°C goal. Moreover, both scenarios assume a 

worldwide uptake of carbon pricing as well as a strong price signal from 2020. However such a 

policy framework is not in place today and few governments are contemplating the 

implementation of adequate measures. 

The only option to reach the long-term objective is therefore to consider a scenario where 

ambition increases over time. In this context we are witnessing a rapid evolution of carbon 

markets that can be potentially built on a linking platform. This is possible thanks to the effort of 

many negotiators and policy makers that made Article 6 (on carbon markets) of the Paris 

Agreement possible. Internationally Transferred Mitigation Outcomes (ITMOs) for instance, 

allow parties to meet their commitments at a lower cost and increase ambition over time. The 

Sustainable Development Mechanism is another tool that can increase climate action.  

Article 6 therefore has a great potential: It could underpin a global emissions market through 

linkages of national systems developed under the NDC process; it applies to all Parties; the 

mitigation mechanism could assist financial flows towards Nationally Determined Contributions 

and it could also provide a standard carbon unit for systems that need one. The potential of 

Article 6 needs to be explored before entering into the process of shaping the rules and 

modalities. 

 

ON CARBON MARKETS AFTER PARIS: YUJI MIZUNO, MINISTRY OF THE ENVIRONMENT, JAPAN 

Mr. Mizuno offered his perspective on the way forward for the climate discussion after the Paris 

Agreement, especially with regard to the G7 initiative. This initiative was born thanks to the 

willingness of the G7 leaders to establish a platform for discussion around the topic of carbon 

markets.  

The intent is to inform, stimulate 

and facilitate discussion between 

interested countries. Therefore, 

participation to this platform is not 

limited to G7 countries. The final 

objective is to bridge the gap 

between political intentions and 

real actions. Japan holds the 

presidency of the G7 this year. At 

the kick-off event Germany 

proposed to be the co-chair of the 

carbon market platform for 3 

years, and in 2016 Germany and Japan will be the co-chairs. Italy and Canada will be the next co-

chairs.  

Other relevant stakeholders such as the UNFCCC, OECD and the International Carbon Action 

Partnership (ICAP) will be involved. A workplan for 2016 is currently being designed and a 
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strategic dialogue will take place in Tokyo in May 2016. One of the main objectives of the 

platform will be to offer political guidance on how to operationalise Article 6 and overcome 

barriers, given that there will be a divergence of views. The group is therefore preparing a basic 

position in view of the next negotiations in Bonn. 

 

ON EUROPE’S PRIORITIES FOR CARBON MARKETS: MARTIN HESSION, DG CLIMA, EUROPEAN 

COMMISSION 

Martin Hession offered his views on the outcome of the Paris Agreement and on the EU’s 

priorities going forward. In his opinion the Paris negotiations gave birth to a ‘baby’, but now 

each Party needs to be a ‘good mother’ to ensure that the baby develops correctly. What we got 

in Paris is a lot more than what many expected, and there is now clear guidance for the way 

forward. This was the result of joint work by many parties.  

Coming back to Brussels after COP 21, he soon realised that the most important part of the 

implementation work does not take place at the UNFCCC talks in Bonn, but rather in Brussels, 

Beijing, Washington DC and in the political capitals of each Party. Every Party worked really hard 

to obtain the Paris Agreement and now its provisions need to be transposed in national 

legislation.  

A correct implementation requires political support to countries willing to engage. Support 

needs to be given to all aspects, and especially to the technical ones. At the European level, it is 

important to think about how to implement the provisions of the Paris Agreement, meaning 

that the legislation has to be aligned accordingly. This is what ‘being a good mother’ is all about: 

the EU needs to implement adequate domestic measures while, at the same time, coordinating 

externally. The EU wants to lead by example. 

 

OPEN FLOOR DISCUSSION 
The floor was then open for questions and comments. One participant underlined that this is a 

very important moment not only for Article 6, but for the entire Paris Agreement. 2016 is crucial 

year for implementation. A big opportunity lies ahead of us to turn the Paris Agreement into 

something solid and concrete. Many participants argued that the Paris Agreement is only as 

good as its implementation. The implementation process now requires commitment from all 

Parties and continued efforts on the operationalisation of the market provisions. Those 

provisions will have a much broader potential than the CDM, mainly because, unlike the CDM, 

they apply to all Parties. 

Another participant underlined that the emerging discussion on carbon markets ‘clubs’ is also 

interesting, in particular with regard to how participants will coordinate their INDCs and how 

they will ensure transparency. From a business perspective, it is important to see early signals in 
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this direction. A carbon market club would occur when two or more countries decide to jointly 

operate an emissions trading system.  

Participants also stressed the importance of linking different emissions trading systems. The EU 

is currently in the final stages of the linking process with Switzerland and will possibly look at 

China and South Korea in the future (after 2020). There are ongoing overseas financial 

assistance programs and technical exchanges with those two jurisdictions, but it was argued 

that a linking arrangement with the two systems will not happen in the short term because of 

both the EU ETS’ internal problems of overallocation and the technical challenges posed by the 

difference in design between the various systems. Participants argued that Article 6 is a strong 

incentive for linking, and over time regional carbon markets will likely emerge.  

With regard to finance, some participants underlined that the INDCs come with a very high price 

tag. Some estimates show that the financial requirements outlined in the INDC’s add up to 2 

trillion US dollars by 2030, which roughly corresponds to $200 billion a year – twice the amount 

that was originally pledged.   

When the discussion shifted to the JCM, it was argued that Article 6 of the Paris Agreement 

offers a basis for the JCM programme, but nevertheless the JCM would have existed even 

without the Paris Agreement as Parties would have gone ahead with the implementation of 

measures to counter climate change anyway. What is important is to ensure transparency on 

each Party’s actions and proper accounting of the emissions reductions that occur through the 

policies governments set under their INDC’s. 

 

2. CARBON MARKETS IN PRACTICE – LATEST DEVELOPMENTS 

OUTCOMES FROM PARIS AND IMPLICATIONS FOR THE GLOBAL CARBON MARKET: DIRK 

FORRISTER, IETA (PRESENTATION AVAILABLE HERE) 

The INDCs represent a starting point for further mitigation action. Many INDCs included a 

reference to markets and point at the ability to do more with access to global markets and 

linkages. However, Parties such as the EU and the US did not include a reference to international 

markets in their INDCs. The US stated it had “no intention to use international markets at this 

time”. The same situation applied to China and Japan. 

From the business community perspective, the Paris Agreement delivered what had been hoped 

for: 

 Enhance cooperation through market linkages 

 Strong accounting principles help provide integrity to the system, and can enable the 

public at large to scrutinise what is happening 

https://ieta.wildapricot.org/resources/Japan-WG/JCM%20Workshop/IETA%20COP21_12Feb.pdf
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 A new crediting mechanism will be created (project-based like the CDM?, REDD+?) 

available to both developed and developing countries. Having a more unified system 

should ensure greater benefits 

 The process of reviewing INDCs every 5 years is welcome 

 Political momentum for carbon markets grew stronger after Paris thanks to the G7 and 

New Zealand Declaration. 

However, despite these welcome developments, there is huge uncertainty in the market about 

the entry into force of the Agreement. The rules need to be clearly spelt out about the types of 

credits that might be recognised before the business community invests in the new crediting 

mechanism. 

A discussion also took place on the US Clean Power Plan and the proposal to stay the EPA Power 

Rule. The Clean Power Plan represents a core aspect of the US implementing its INDC. The US 

Government believes the rule will prevail in Court. A ruling may not take place before Autumn 

(arguments are likely to be heard in the Summer), and this ruling can then be appealed, which 

means the whole process may drag out. Much legal speculation is expected these coming 

months. The Obama Administration is unlikely to implement the Court Ruling as this is a US 

election year. This could have a knock-on impact on what the US may/may not be able to do. 

There is an expectation that President Obama will keep pressing forward and is likely to ratify 

the Paris Agreement, which does not require the consent of the United States Senate.   

 

PANEL DISCUSSION MODERATED BY JOAN MACNAUGHTON, IETA FELLOW 
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The panel was asked to react to the outcomes of the Paris Agreement, and how it has changed 

the landscape for global climate policy. 

Reactions from: 

LEILA POURARKIN, DEPARTMENT OF ENERGY AND CLIMATE CHANGE, UK 

The Paris Agreement is seen as a success from the UK’s perspective as it is now driven by 

bottom-up initiatives and by governments themselves. The UK noted specifically the role 

played by France and the US. The fact that the cost of low-carbon technologies has declined 

means that governments could sign up to a greater commitment. 

There are 3 objectives for the Paris Agreement to deliver on: 

o The long-term goal of 2°C and the necessary trajectory to meet this indicates that 

the future will be low carbon 

o Create a framework to increase future ambition over time. 2020 will be a first test 

for Paris if new commitments are made to raise ambition: by that date, countries 

with a 2030 target will be asked to review their 2030 target 

o Rules-based regime and confidence in the system for credits to be traded as part of 

the new mechanism. 

In all likelihood, the Paris Agreement will enter into force before 2020, which means the first 

session of the CMA may be before 2020 where the adoption of the rules will take place. This 

leaves very little time (less than 5 years) and little progress is expected in 2016, which 

means the rules are likely to be developed in a short timeframe. 

What impact on carbon markets? The US, EU, China have no mention of international 

markets in their INDCs but are implementing carbon pricing mechanisms “bottom up”. The 

Paris Agreement creates a framework to enable linkages in the future, which means Parties 

can “join” an existing linked market rather than “link” to it (‘joining’ is considered easier 

than ‘linking’). 

The UK has 4 priorities for 2016: 

o Review the details of what was agreed in Paris 

o Implementation of the INDCs: some are quantifiable whereas others are political 

aspirations (particularly in relation to climate finance) 

o Maintain the momentum & the political considerations 

o Implementation of the UK’s own INDC once the Effort Sharing Decision proposal 

comes out 

DIMITAR NIKOV, MINISTRY OF ECOLOGY, FRANCE 

Carbon markets were included in the Paris Agreement very late in the process, at the last 

minute. There is a package approach for cooperative approaches, market mechanisms, and 

non-market mechanisms. This means that, in order to see developments, other issues such 

as accounting need to progress also. 
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The Article includes strong wording to avoid double-counting and ensure environmental 

integrity. Those rules will need to be elaborated under SBSTA at the 1st meeting of the 

Parties to the Paris Agreement. This should hopefully take place before 2020, but ultimately 

it depends on when the Parties ratify. 

Specific references to carbon pricing were also included, such as in the Decision. These 

references encourage Parties to join carbon pricing initiatives. The reference to accounting 

is also important as it also ensures confidence of investors in the markets that will be 

developed. 

SBSTA will need to discuss whether to focus on specific elements only or all rules affecting 

carbon markets. It also needs to assess whether there are lessons to be learnt from CDM 

and JI and whether it is possible to start developing now the new sustainable development 

mechanism. In relation to the recent drop of carbon prices in Europe, Member States and 

companies may want to push to introduce certain measures to increase the price of carbon, 

such as price corridors, which France is pushing for and is discussing with the private sector. 

CHRISTINE FEDIGAN, ENGIE 

The successes of Paris can be summarised in the following way: 

Visibility of the Paris Agreement and the short-term and long-term visibility (carbon 

neutrality is foreseen by the second half of the century) 

Universality of the Agreement thanks to the INDCs and the long-term low GHG strategies to 

be published by Parties by 2020. 

Carbon pricing: there was a big push from businesses on carbon pricing which started in 

Lima (Lima-Paris Action agenda), and which was ultimately included in the Decision. 

However, there is still a lot of work to be done, such as implementing the sustainable 

development mechanism, defining environmental integrity, defining the international units, 

and the modalities to avoid double-counting. 

MELANIE SHANKER, LINKLATERS 

From a legal perspective, it is still early days to assess the success of the Paris Agreement as 

it is a bottom-up approach. The ratcheting-up of ambition will impact developers of low-

carbon technologies in the medium to long-term. The Paris Agreement can be looked at in 

terms of risks, and when a country’s transition process starts becoming real for businesses. 

 

The panel was then asked to respond to the following question: why should business do 

anything now, if the rules and timing aren’t clear? 

One panellist argued that the opportunities were already available, as well as the capital to work 

alongside private finance. The World Bank’s methane reduction project is one example of the 
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private sector jointly working with public capital, and helps businesses whom do not have to 

take on all the risks. 

Another panellist argued that action was needed now because the effects of climate change 

were already being felt. The growing demand for decarbonised energy and electricity indicates 

opportunities in this transition to a low-carbon economy, as there are expectations of a price on 

carbon. Others agreed that opportunities existed, including projects to attract climate finance. 

The risk of carbon assets being wiped out was also mentioned in case no investments take place. 

Another argument that was put forward by a panellist was the advantage of low-carbon 

investments to create jobs. Most companies look at the risks and the opportunities, and from 

that perspective it becomes critical to get engaged now rather than later. 

During the Q&A with the audience, there was interest in discussing the lessons learnt from 

Kyoto to Marrakech. Some participants also questioned why the UK hadn’t signed up to the New 

Zealand Declaration. & some participants questioned the need for a price corridor in the EU ETS, 

whose purpose is to bring the costs down, not to set the right carbon price. However others 

argued that carbon costs considerations were important for business decisions. 

France is pushing for a discussion to take place on introducing a price corridor – despite this 

being unlikely negotiated at the EU level. Some arguments they are putting forward include the 

competitiveness argument as other emissions trading systems are introducing minimum floor 

prices. In addition, it reduces volatility and increases visibility. Other panellists argued that after 

the MSR, greater coherence of policies was needed to avoid too many band-aids being proposed 

to the EU ETS. In addition, there are huge implementation challenges: from an environmental 

point of view, the price is likely to be considered too low; from a business point of view, the 

price floor will be considered a distortion compared to complying at a cheaper price; and from a 

financial point of view, this creates a distortion in the market. Implementation challenges are 

real, even if in practice companies can use a minimum carbon floor price internally. 

The UK has decided to engage in the G7 Platform and is willing to work with other countries to 

promote carbon pricing. However due to the growing number of initiatives on carbon pricing, 

the UK is currently taking a step back on which initiatives add value and are worth being 

involved in. It hasn’t ruled out engaging in the New Zealand Declaration but is currently 

analysing what added value this would bring compared to the G7. It is committed to engaging 

further with the G20. 

Another participant was interested in discussing how to engage citizens more in the climate 

debate so it wasn’t dominated only by political constraints. Greater transparency on how 

businesses address the climate challenge should help engage citizens more (e.g. in relation to 

the divestment movement). Pressure on companies to reduce emissions is expected to 

continue, as well as pressure on transparency in terms of how money is being used and where 

investments are being directed – this pressure should also apply to governments one business 

representative argued. 
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In conclusion, the panel addressed the motivation of business to take action and manage the 

risk of climate change. Post-Paris, there is an appetite from governments and the private sector 

to get involved. Looking back at the CDM, it delivered $300 Bn. Resource allocation is one of the 

strengths of the private sector and it can encourage greater climate finance. However there is a 

need for greater transparency about what businesses are doing and how to manage risks. 

It was agreed that it was important to maintain the momentum post-Paris to understand the 

implications of an effective and timely implementation. Markets are an instrument to get the 

scale of action needed, and they avoid simple top-down decisions. Finally, a plea was made for 

greater coherence of different policy interventions to avoid developing a sub-optimal system.  

 

UPDATE ON LATEST ETS DEVELOPMENTS IN EUROPE, US, AND CHINA 

IN-DEPTH UPDATE ON THE EU ETS: SARAH DEBLOCK, IETA (PRESENTATION AVAILABLE 

HERE) 

Sarah Deblock, EU Policy Director at IETA, provided an update on the state of play in the EU. The 

main issue that characterised the EU ETS in the last few years was a large surplus of allowances 

in the market. To address the problem EU policy makers implemented two measures: 

Backloading and the Market Stability Reserve. In October 2014 the EU Heads of States agreed on 

the level of ambition for 2030. Further, in July 2015, the European Commission put forward a 

revision proposal for Phase 4 of the ETS Directive. The proposal aligns the EU ETS with the level 

of ambition set out by heads of states and is now the main topic of debate in the EU climate 

policy arena as is going through the legislative process.  

Nevertheless, some challenges are still in place: 

 The basic principles of a well-functioning ETS are no longer in place, 

 The market is still oversupplied, 

 There is a disconnect between the current emissions trajectory and the level of long-

term ambition.  

Therefore, IETA’s priorities for the EU ETS aim at addressing these challenges. More specifically, 

IETA will advocate for restoring the central role of the ETS as Europe’s main decarbonisation 

instrument, to achieve a timely agreement on ETS Phase 4 rules, to address the ambition 

disconnect and to address the disconnect between the EU’s domestic and international actions. 

REACTION FROM INGO RAMMING, COMMERZBANK (PRESENTATION AVAILABLE HERE) 

In his reaction, Commerzbank’s Ingo Ramming offered his views on the recent market 

development. He explained that it is important to put the recent price drop of EUAs in the 

context of the turmoil in other markets. Many other commodity markets witnessed the same 

shocks at the beginning of the year. The price drop is the result of a perfect storm of different 

https://ieta.wildapricot.org/resources/Japan-WG/JCM%20Workshop/IETA_EU_12Feb.pdf
https://ieta.wildapricot.org/resources/Japan-WG/JCM%20Workshop/12th_Feb_2016_IETA_London_Thoughts_on_recent_developments_in_the_EU_ETS.pdf
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factors, i.e. low liquidity and an increase in the level of auction supplies, as well as macro-

economic uncertainty from falling oil prices.  

Before COP21, everything was driven by the expectations for the Paris climate talks, but now the 

market is looking at what is driving supply & demand. The market is 2 billion tonnes long and it 

is not expected that this changes dramatically in the next years on the back of an increase in 

auctioning in 2017 and 2018. Moreover, the MSR will only start in 2019. Nevertheless, nothing 

has changed in the EU ETS market regarding fundamentals. Most of the elements that caused 

the price drop are transitory, and therefore it is expected that it won’t last long. Moreover, the 

price shouldn’t be an indication of how successful an ETS is, as the price simply reflects the 

target. 

 
IN-DEPTH UPDATE ON NORTH AMERICA’S CARBON MARKETS: KATIE SULLIVAN, IETA 

(PRESENTATION AVAILABLE HERE) 

The North American continent has a lot of different carbon pricing policies currently: there are 

carbon taxes in Canada at the provincial level, and subnational carbon markets in the USA and 

Canada. Mexico also has a carbon tax with offsets programme, and therefore it's a ‘mixed bag’ 

of different carbon pricing policies.  

It is important to start with the recent decision by the US Supreme Court on the Clean Power 

Plan: The Supreme Court is looking into whether or not the US EPA has gone too far in telling 

states what to do on regulating emissions from power plant emissions. Many US states were on 

a tight timeline to finish their state implementation plans under the Clean Power Plan this year, 

and with this ruling by the Supreme Court they will have more time to finalise their state-led 

policies and programmes. The US EPA can continue working with states during the Supreme 

Court’s review. California and the states in the RGGI programme will continue running their 

carbon markets regardless of what the Supreme Court finally decides to require the US EPA to 

do. The next step will be for the US appeals court to hear the views of state governors which are 

against the Clean Power Plan. The US EPA will also make its case with the appeals court and then 

the appeals court will decide if the issue should move back up to the higher level of the Supreme 

Court. It will be a long year or so of legal proceedings, but the White House seems confident 

that the Clean Power Plan will prevail.  

In the meantime, former Governor Bill Ritter of Colorado is working with 15 states on possibly 

putting together a carbon market. Most of those discussions will continue despite the Supreme 

Court’s stay. US EPA Administrator Gina McCarthy said the EPA will allow the court process to 

continue without getting in the way. The Supreme Court has its own narrative of what policy 

signals it sends to the Executive or Legislative branch in the United States, and in the most 

recent case it was on mercury rulings from the EPA. The Court asked the EPA to fix the ruling, 

but already 70% of the utility industry was complying with the ruling already. So the Court may 

decide that it is too late to reverse the implementation of the Clean Power Plan considering it is 

already well underway.  

https://ieta.wildapricot.org/resources/Japan-WG/JCM%20Workshop/IETA_NA_12Feb.pdf
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California’s carbon market began in 2013, and the first compliance year was in 2014. As of 1 Jan 

2015, California’s ETS covers 85% of the economy with 380 million tonnes of greenhouse gases 

included annually. 350 entities are covered, with an additional 80 from Quebec (the markets 

have been linked since 2014). Banking of allowances is allowed for both California and Quebec 

operators, but borrowing is not allowed. There are 6 eligible offset protocols that can be used in 

California from projects across the US. Quebec-eligible offsets come from 5 project types 

located across Canada. It’s likely that Quebec will have more offset types in the future. In 

February 2016, the 6th joint California and Quebec auction will be held. There is a price floor in 

this market of $12, which is unique across carbon markets globally. It's a sleepy market without 

too much market volatility. Many companies are still getting acclimated to the policy 

environment, as are the regulators from California and Quebec.  

Overlapping policies are a big issue in California right now especially concerning the Low Carbon 

Fuel Standard and the Renewables Portfolio Standard (LCFS and RPS). Many market participants 

fear that the effectiveness of the cap-and-trade programme in California-Quebec will be 

undermined by policies that overlap with it. This is a similar problem in the EU with the ETS and 

other renewables/energy efficiency targets. Cap and trade regulation amendments will be 

discussed amongst policymakers in California this spring, who aim to release a white paper on 

the state implementation plan under the US Clean Power Plan. California policymakers may also 

introduce some cost containment policies to the ETS and are also looking at offsets from Brazil 

(Acre province) possibly as soon as 2018. California would be the first compliance programme 

that brings in REDD+ credits. Border carbon adjustment policies may also be introduced on 

cement imports.  

Here are the post-2020 targets:  

 40% below 1990 levels by 2030 in California; 

 37.5% below 1990 levels by 2030.  

The 37.5% figure was chosen by Quebec because the province of Ontario earlier announced a 

37% target and Quebec wanted to go further than Ontario.  Many market participants and 

climate policy professionals are currently trying to understand how the cap and trade 

programme will help meet the post-2020 targets effectively.  

Ontario, Quebec’s neighbour, has a fairly clean power sector but high emissions from the 

transportation sector. The province’s annual emissions are around 200 million tonnes, and 

Ontario’s premier announced in 2015 that Ontario will launch a cap and trade programme in 

2017 with an 80-85% coverage of the province’s emissions. In addition to Ontario, Manitoba is 

also exploring an ETS. Canada is looking at its renewing its INDC this year under the new Prime 

Minister (PM). The PM is looking at a federal carbon pricing policy across all of its provinces. 
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IN-DEPTH UPDATE ON CHINA’S CARBON MARKETS: JEFF HUANG, IETA (PRESENTATION 

AVAILABLE HERE) 

China has had 7 ETS pilots in place since 2013, and is now looking at how to include lessons 

learned from the pilots into a national ETS which will start in 2017.  

Currently, companies that fall under 8 industry sectors are preparing for compliance under the 

national ETS. The national ETS will have a cap of 3 to 4 billion tonnes, and will have at least 

10,000 companies included. Local governments are currently sending a list of companies to the 

NDRC that will need to be capped, and by the end of June 2016 those companies will need to 

submit their historical emissions data together with a third-party verification report.  

Currently, there is no liquid market in China’s ETS. There are 3 things that can help improve this: 

 Institution: getting all the right government departments and organisations in place.  

 Initiative: making the first trade and moving towards a forward price curve. 

 International: how to ensure international companies can share best practices from 

participating in the trading.  

China also needs to strengthen its infrastructure; it will need to get the compliance companies, 

regulators, exchanges, banks all ready for the national ETS this year. The government is leery of 

speculator investors in the national ETS, however, and wants the market to be dominated by the 

compliance companies at the start.   

There will be many updates to China’s carbon markets this year-both in the 7 local ETS pilots as 

well as implementing the national ETS.  

 

3.  JAPAN’S JOINT CREDITING MECHANISM (JCM) 

JCM EXPERIENCES AND OVERVIEW: YUJI MIZUNO, MINISTRY OF THE ENVIRONMENT, 

JAPAN (PRESENTATION AVAILABLE HERE) 

Mr. Yuji Mizuno presented the experience with the JCM to date, providing an overview of the 

functioning of the mechanism. He explained that the JCM is a mechanism aimed at facilitating 

the diffusion of leading low carbon technologies, products, systems, services, and infrastructure 

as well as facilitating the implementation of mitigation actions in developing countries, to 

contribute to their sustainable development. The JCM is also meant to appropriately evaluate 

contributions from Japan to GHG emission reductions or removals in a quantitative manner, to 

use them to achieve Japan’s emission reduction target.  

Japan has held consultations for the JCM with developing countries since 2011 and has 

established partnerships with Mongolia, Bangladesh, Ethiopia, Kenya, Maldives, Vietnam, Lao 

PDR, Indonesia, Costa Rica, Palau, Cambodia, Mexico, Saudi Arabia, Chile, Myanmar and 

Thailand. JCM projects are already in operation, and examples include: waste heat recovery in 

https://ieta.wildapricot.org/resources/Japan-WG/JCM%20Workshop/IETA_CN_12Feb.pdf
https://ieta.wildapricot.org/resources/Japan-WG/JCM%20Workshop/20160212-JCM%20mizuno.pdf
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the cement industry, solar power for commercial facilities, waste to energy plants, co-

generation systems and others.  

Mr. Mizuno further explained that the use of market mechanisms, including the JCM, is 

articulated under Article 6 of the Paris Agreement, which allows the use of emission reductions 

occurring in other countries towards national emission reduction targets. The amount of 

emission reductions and removals acquired by Japan under the JCM will be appropriately 

counted as Japan’s reduction in accordance with the Paris Agreement. Japan is going to 

contribute to the development of the guidance for robust accounting including the avoidance of 

double counting to be adopted by the CPA. 

 

JCM TRANSACTIONS AND PROCESS: TATSUSHI HEMMI & SHINICHIRO SANO, MITSUBISHI 

UFJ RESEARCH AND CONSULTING (PRESENTATION AVAILABLE HERE) 

The presentation focused on the process of the JCM. 

Various measures have been taken to ensure transparency of the mechanism, such as a public 

input process, including public input on the proposed project. Issuance also goes through a 

verification process. The registry system ensures no double-counting. 

The JCM in numbers: 

The presentation compared the JCM & the CDM: 8 projects for the JCM and 7000 projects under 

the CDM. The JCM affects mainly energy efficiency projects. There are 13 entities which are 3rd-

party entities/DOEs, to conduct verification and validation. These DOEs are ISO-based local 

companies. 

Time requirements to approve projects also vary: 44 days for JCM projects and 1 year for CDM 

projects 

Main points from the JCM: 

 20 different methodologies for JCM projects have been prepared 

 Focus on transparency 

 Credit issuance is still to occur (no credits have been issued yet) 

 Effectiveness and user-friendliness of the methodologies enable an easy PDD 

development and monitoring (simplified validation / verification / monitoring). 

Features of the JCM methodology (the JCM learnt from the CDM methodology): 

 “Reference emissions” are introduced in addition to Business as Usual emissions (i.e. 

what are considered plausible emissions by introducing certain technologies). Setting 

reference emissions below Business as Usual ensures emission reductions occur. 

https://ieta.wildapricot.org/resources/Japan-WG/JCM%20Workshop/160212_IETA_WS_presentation_MURC_rev.pdf
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 JCM methodology is country and technology-specific. This means the methodology can 

specify the emission factors in partner countries, and take into account the regulation, 

as well as the technology and the business customs that are in place in these countries 

(and which vary from country to country). 

o This enables the methodology to specify default values (which helps reduce the 

burden for project participants) to achieve net emission reductions. 

o A spreadsheet is used to calculate the GHG emissions and to reduce 

administrative burden for the participants 

The presentation included examples of default values for electricity consumption, and the 

calculation of reference emissions and reference fuel efficiency. Regarding power generation 

efficiency, research has been undertaken to ensure the world’s leading methodology is being 

used in order to ensure net emission reductions. 

 

CHALLENGES AND OPPORTUNITIES WITH LINKING THE JCM: JEFF SWARTZ, IETA 

(PRESENTATION AVAILABLE HERE) 

IETA’s Jeff Swartz presented some thoughts on challenges and opportunities for linking the JCM. 

The challenges include the following: 

 The JCM is a not-capped policy, so the JCM would likely be regarded as an offset 

standard by capped jurisdictions;  

 Currently, there is a severe lack of demand for international offsets in the EU and North 

America has no political appetite for it yet. Other jurisdictions have strict limits and rules 

for the use of international offsets (e.g. Korea, China, EU, et al) 

 Rules and operational details on the issuance of JCM units must be clear and consistent 

with the buyer jurisdiction (environmental integrity, no double- counting, et al);  

Moreover, particular attention should be given to the process for UNFCCC accounting rules to 

be developed and implemented, so that Japan could use the JCM to meet its INDC. Also, JCM 

rules must be consistent with the Article 6’s ‘sustainable development mechanism’. 

Nevertheless, the JCM can count on some interesting opportunities for their use: 

 The JCM could be used as an offset by countries for compliance with their INDCs under 

the Paris Agreement and/or Article 6;  

 Bilateral agreements between Japan and capped jurisdictions are also feasible under 

Article 6 (e.g. using a JCM unit under an ETS);  

 JCM units could be used under ICAO’s MBM;  

 JCM units could be used in a hypothetical carbon market ‘club’ with other Asian/Asia 

Pacific countries. 

https://ieta.wildapricot.org/resources/Japan-WG/JCM%20Workshop/Jeff%20JCM_Linking_IETA.pdf
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Based on these challenges and opportunities two possible scenarios were outlined: 

1. In the first scenario, the JCM is used as an offset standard by several ‘capped’ (or 

partially capped) countries for compliance with the Paris Agreement under Article 6. To 

this end:  

 First, a bilateral agreement and common rules for JCM unit use and accounting 

would need to be agreed between Japan and those countries.  

 Question: would the agreements be bilateral or would a ‘club’ emerge?  

 Qualitative restrictions/thresholds on JCM units for compliance by buyer country 

may emerge.  

2. In the second scenario the JCM is used as an offset standard by ICAO under the market-

based mechanism. To this end:  

 The ICAO MBM task force must recommend to the ICAO General Assembly that the 

JCM is a preferable offset standard;  

 JCM units must be able to be transferred into the ICAO MBM registry-this implies 

accounting rules and environmental integrity standards between the JCM and 

ICAO’s MBM are consistent.  

 

EXCHANGE OF VIEWS BETWEEN JAPANESE & EUROPEAN STAKEHOLDERS ON THE JCM 

One participant welcomed the fact that key issues were being asked on the CDM but questioned 

the commercial aspects of the arrangements: how can a project developer make a decision 

between the CDM and JI for example? 

It was explained that the JCM foresees the involvement of Japanese companies, but they are not 

limited to those. Non-Japanese companies, e.g. companies from partner countries, can form joint 

ventures with Japanese counterparts and jointly submit an application to receive funding.    

There was also interest in understanding better what would happen to the JCM should public 

finance dry up? Participants wanted to understand better the governance of the programme 

overall: is there a standard agreement that is then adapted to the various agreements with partner 

countries? Are there any consequences of the registry not being available on line to check them? 

Are there security considerations to think about? 

Japan currently doesn’t have an ETS in place so companies do not have incentives to buy credits. 

The Japanese government is budgeting for the costs of JCM also in partner countries since the 

Japanese government has an incentive to meet its GHG target. Companies may have a cost to 

acquiring a JCM credit. 

All rules and guidelines are different since every country has a different situation, although 90% 

have similar content. Japan doesn’t intend to formulate one standard rules and guidelines in order 

to take into account of each partner country’s characteristics. 
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Having a registry in an Excel spreadsheet is considered more secure than this being online. It was 

pointed out that the scale of JCM trades was very different to the EU ETS, which has daily trades. 

For the time being there are very few transactions under the JCM. 

A participant was interested to hear what carbon prices were considered necessary to reduce GHG 

emissions globally and to be considered a long-term policy. From Japan’s perspective, a carbon 

price is needed to reduce emissions by 80%. This is why Japan introduced a carbon tax but the rate 

is set at a level that has little effect in terms of reducing GHG emissions. However, the revenues 

from this taxation are reinvested to help reduce emissions further.  

Whilst addressing the challenges of the JCM, the question of additionality was raised, and whether 

it was possible to bank JCM credits into the future. Japan has no concerns over additionality: it has 

clearly specified its interest in accessing international credits and will create demand for credits. 

Many countries are interested in joining the JCM. The possibility to bank JCM credits will depend 

on the arrangements with the partner countries as a JCM credit is issued in the registry directly but 

whether or not it can be traded internationally is beyond the Japanese government’s control. Any 

banking of credits will follow the international accounting framework. It was pointed out that the 

situation in the EU should also address such considerations as there is currently over 2 Billion EUAs 

in surplus: if these are carried-over post-2020 then this puts into question the 2030 target and 

how it is met. International accounting rules are necessary if accumulated credits from previous 

years are used to meet a country’s INDC. 

Questions relating to carbon markets in Asia by 2025: 

The audience and the panel discussed how they imagined trading in Asia to develop. South Korea 

and China are not expected to link by 2020 but possibly in the future (this is very politically-driven). 

Pressure from other countries and jurisdictions will influence future developments in carbon 

markets in the region. In South Korea, international credits have been blocked – however industry 

is in favour of using these credits. There is the potential for this market to open up again after 

2020. 

The European Commission is building capacity in both South Korea and China. Technically-

speaking, further linkages between Asia carbon markets are possible. Some participants were 

more optimistic and believe that financial markets will find a way to link if policy-makers agree. 

Linked carbon markets are expected to benefit more companies than a world where carbon 

markets do not link with one another. 

Questions relating to China: 

 How does China intend to address non-compliance? Sometimes the cost of non-

compliance is chosen as a preferred option than the cost of complying 

Answer: The level of penalty is still being drafted and will be in the final draft legislation. On paper, 

there has been a high-level of compliance in China with very few penalties needing to be paid. 

There are no expectations that the penalty will be 100 EUR/tonne as is the case in the EUETS, but 
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there are no expectations of compliance problems because of the behaviour of the covered 

entities (many of whom are state-owned). 

 What is China’s logic to include aviation in the scope of its national emissions trading 

system, after its objection to the EU including international flights in the scope of its own 

ETS? 

Answer: Experience from the pilot projects in China helped accumulate a huge amount of data. 

National airlines participated in Shanghai’s pilot project, which means there is now data & MRV 

capabilities. Learning by doing has led to confidence that aviation can be included in China’s 

national ETS. The main reason behind it is China’s political ambition to become a leader in 

reducing GHG emissions, and for this aviation has to be covered in the national ETS. 

 What number of installations are expected to be covered by China’s ETS? (over 11,000 in 

the EU; around 480 in California, and around 80 in Quebec) 

Answer: The NDRC has an estimate of the number of installations that would be covered but the 

data is likely to be publicised only by the end of February 2016 

In conclusion, this represented a first gathering post-Paris to think about the future of carbon 

markets. Japan will hold the Presidency of the G7 this year and, although it doesn’t plan to 

transform this into the G20, it does not want to exclude any countries interested in discussing 

carbon markets. A Strategic Dialogue of the G7 will take place at the end of May and many 

Environment Ministers from different countries (beyond the G7) will be invited. The output of this 

dialogue will be presented at COP22. 
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SECTION 2: CONSIDERATIONS ON THE JOINT CREDITING MECHANISM 

 

This section outlines some considerations for the JCM that IETA members (list of IETA members 

here) put forward based on what was presented and discussed during the workshop. The content 

builds up on the various exchanges of views that took place during the workshop as well as on 

written feedback that members submitted after the workshop.  

THE EFFECTIVENESS OF THE JCM IN REDUCING GHG EMISSIONS COMPARED TO THE CDM OR JI 

Some IETA members believe that the apparently quicker administrative procedures of the JCM 

represent a key step forward compared to other offset programmes. Moreover, although different 

programmes are always difficult to compare, IETA members believe that the JCM would appear to 

have reasonably tight baselines, greater than ‘Business as Usual’ (BAU), and hence the generation 

of genuine emission reductions. Some IETA members pointed out that the JCM is intended to 

represent practical methodology for evaluating reductions and stimulate emissions reductions in 

areas that are not covered by the CDM, such as energy efficiency and Carbon Capture and Storage 

(CCS). The JCM is considered to have great potential which has not been fully utilised yet. 

Recommendations on how to make use of this untapped potential include the development of a 

benchmarking approach for CCS and other new fields. 

On the other hand, the lack of specific demand for any credits generated, even in Japan, and the 

very high cost per tonne of reduced emissions, may raise questions as to the general 

effectiveness of the scheme in terms of reducing GHG emissions. At this stage, there is no scope 

for comparison to the CDM/JI, which genuinely managed to mobilise significant amounts of private 

sector financing to reduce emissions worldwide. 

TRANSPARENCY, GOVERNANCE AND ACCOUNTABILITY OF THE JCM COMPARED TO OTHER OFFSET 

MECHANISMS 

Some IETA members believe that procedures, including public comments, closely resemble those 

of the JCM and therefore appear to be in line with other offset programmes. 

Some IETA members, on the other hand, feel that it is somewhat premature to provide an 

evaluation of governance and transparency without any credit issuances to date and only eight 

registered projects. Moreover some pointed out that there is a level of uncertainty surrounding 

the relation between the JCM projects and the INDCs of the host countries, especially regarding 

how double-counting is avoided. The committee in charge of managing the projects needs some 

external advisors to demonstrate “fairness and rigour”. 

OPPORTUNITIES FOR EUROPEAN COMPANIES AND STAKEHOLDERS TO BE INVOLVED IN JCM PROJECTS 

Some IETA members highlighted that the door is open for the participation of foreign companies 

to JCM projects, mainly through the possibility to create joint ventures with Japanese companies. 

http://www.ieta.org/our-members
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Nevertheless, there are concerns about rules and procedures for dealing with reductions that are 

kept by host countries.  

Moreover, other IETA members pointed out the lack of a clear source of demand for JCM credits 

and the lack of transparent international tendering for projects might hinder the involvement of 

European companies.  

CHALLENGES IN LINKING THE JCM TO OTHER ETS OR OFFSET PROGRAMMES 

Some IETA members believe that there are good opportunities for the use of the JCM in existing 

and upcoming ETS’s. The JCM is expected to be used for ICAO’s Global Market-Based Mechanism 

for the aviation sector and will therefore become more attractive for non-Japanese entities. 

Moreover, Korea is considering to allow the use of international offset mechanisms for compliance 

purposes under its ETS and may establish a cooperation with the JCM.  Also, it may be possible 

that JCM credits will be able to be traded with other programmes for compliance purposes. 

On the other hand, the advantages of accepting JCM credits, as opposed to other options 

available, primarily the CDM, do not appear to be obvious, particularly for entities outside Japan. 

Uncertainty is added by the fact that the general effectiveness of the JCM in reducing emissions 

has not yet been proven. Furthermore, currently there are administrative and accounting issues 

related to the fact that the mechanism was not conceived with international trading of the credits 

in mind. 

TECHNOLOGIES OFFERED THROUGH THE JCM 

Some IETA members argued that the JCM is not designed to be unilateral approach and, at the 

evaluation of feasibility support program, technology diffusion is a key review point. It has the 

potential to improve the effect of technology transfer. Others argued that the JCM is more 

favourable to the transfer of Japanese technologies and that there is a lack of open tenders to 

supply technology under the JCM. 
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ANNEX I: AGENDA 

 

1. Introductory session 

8.30 Registration and welcome coffee 

9.00 

Welcome remarks 

 Yuji Mizuno, Ministry of the Environment, Japan 

 Dirk Forrister, President and CEO, IETA 

9.30 

Key note remarks: how to create an international carbon market?  

 On a Linked International Carbon Market: David Hone, Shell International 

Ltd. 

 Carbon Markets after Paris: Yuji Mizuno, Ministry of the Environment, 

Japan  

 On Europe’s Priorities for Carbon Markets: Martin Hession, DG CLIMA, 

European Commission 

10.45 Coffee break  

2. Carbon markets in practice – latest developments  

This session provides the latest developments in various emissions trading systems and what possibilities 

there are to link carbon markets. Participants will also have an opportunity to discuss how trade and 

private sector engagement in carbon markets could be strengthened.     

Moderator: Joan MacNaughton, IETA Fellow 

11.00 

Outcomes from Paris and implications for the global carbon market 

 Dirk Forrister, IETA 

 

Reactions from: 

 Leila Pourarkin, Department of Energy and Climate Change, UK 

 Dimitar Nikov, Ministry of Ecology, France 

 Christine Fedigan, ENGIE 

 Melanie Shanker, Linklaters 

12:30 Buffet Lunch 

13.30 

Update on latest ETS developments in Europe, US, and China  

 

 In-depth update on the EU ETS  

Sarah Deblock, IETA 

Reactions from Ingo Ramming, Commerzbank  

 

13.50 

 In-depth update on North America’s carbon markets (20 mins 

presentation with 10 mins Q&A)  

Katie Sullivan, IETA 

 In-depth update on China’s carbon markets (20 mins presentation with 

10 mins Q&A)  

Jeff Huang, IETA  
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14.50 
 

Open discussion and summary of discussions 

3. Japan’s Joint Crediting Mechanism (JCM) 

This session provides participants with an opportunity to discuss the JCM and experience firsthand how the 

JCM works in practice. 

15.00 

 JCM experiences and overview 

Yuji Mizuno, Ministry of the Environment, Japan 

 JCM Transactions and Process 

Tatsushi Hemmi, Mitsubishi 

Shinichiro Sano, Mitsubishi 

 Challenges and Opportunities with linking the JCM 

Jeff Swartz, IETA 

16:15  
Exchange of views between Japanese & European stakeholders on the JCM 

(A town-hall style discussion facilitated by Dirk Forrister, IETA) 

4. Closing and reception 

17.00 Wrap up and closing remarks 

 Dirk Forrister, IETA 

 Yuji Mizuno, Ministry of the Environment, Japan 

 

17.30-18.30 Networking Reception 
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