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Emissions market drivers

« Paris Agreement commitments
* Pressures by other markets — CBAM
« Voluntary commitments

.

« Domestic compliance markets
 International cooperation under Article 6
* Voluntary markets




Compliance markets versus voluntary markets

Compliance markets:

emissions capped in form of
allowances representing tonnes
of CO2 equivalent

emitting companies required to
procure allowances matching
emissions

cap = scarcity = increased
market price = incentive to
reduce emissions

Voluntary markets

voluntary commitments to
reduce their emissions

an option to achieve that is to:

purchase carbon credits that
represent reduced emissions;
and

cancel those to account for
the company’s emissions

voluntary market covers the
projects that generate such
carbon credits



Compliance market design

m Sensible phasing: sector or allocation
m Robust enforcement

m Capable of market price generation through
trading, exchanges, financial intermediaries etc

m Commitment to increasing cost of emissions
with means to do so

PLUS

m Early engagement with emission reduction
crediting within market — technology or nature

m Other tools to support investment by sectors




Developing country context

Is a compliance market Role of Article 6 and/or
the right solution? voluntary markets?

Paris aligned

economic
growth

Investment requirements Economic growth
for transition requirements




State of play

Many host countries at very early stages

Examples of poorly thought though regulatory
models

Developed country demand largely absent

-

Increased risk profile to investments
Higher financing costs
Slower deal flow



What does good look like?

Channelling different
sources of flnance to
different sectors

Centralised
authorisation paths

Clear rules on
benefits for
community / country

Interface with foreign
investment laws




Developing solutions

m |dentify leading regulatory models

m Drawing out legal design elements that
drive investment

m |dentify potential investment flows

m Engage with supporting DFIs and partner
governments




bakermckenzie.com

Baker McKenzie delivers integrated solutions to complex challenges.

Complex business challenges require an integrated response across different markets, sectors and areas of law. Baker McKenzie's client solutions provide seamless advice,
underpinned by deep practice and sector expertise, as well as first-rate local market knowledge. Across more than 70 offices globally, Baker McKenzie works alongside our

clients to deliver solutions for a connected world.

© 2023 Baker McKenzie. All rights reserved. Baker & McKenzie International is a global law firm with member law firms around the world. In accordance with the common used in service i reference to a “partner”
means a person who is a partner or equivalent in such a law firm. Similarly, reference to an "office” means an office of any such law firm. This may qualify as "Attomey Advertising” requiring notice in some jurisdictions. Prior results do not guarantee a

similar outcome.






IETA Legal Working
Group 2024

— Horizon Scanning the
Carbon Markets

Ingrid York, Partner, White & Case LLP
13 March 2024



) Legal Nature of VCCs

UNIDROIT Working Group on the Legal Nature of VCCs
UNCITRAL Working Group Mapping Exercise

Private law v public law

Legal treatment v regulatory treatment

VCCs as the object of proprietary rights



) Legal Nature of VCCs

What is the “thing”?
Why is the legal treatment relevant?

Ownership

Transfer

Security

Insolvency & netting

Tax & accounting



) Legal Nature of VCCs

What laws are relevant?
Governing law(s) of contractual arrangement(s)
Location(s) of parties
Location(s) of standard setter & registry
Location of project(s)

Laws applicable to VCCs
Why Is the harmonisation of treatment important?
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US Federal Regulatory Oversight

« SEC

Implementation of Final Enhanced and Standardized Climate
Related Disclosures for Investors Rule

« CFTC

Whistleblower Alert and Enforcement Office activity

Guidance Regarding the Listing of Voluntary Carbon Credit
Derivative Contracts

. FTC

Green Guides
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New York

Embarking on formal cap & invest rulemaking

Washington
Ballot measure and agency ambition

California
Alignment with new Climate Scoping Plan

Colorado
Potential clean up on 2023 ineffective program

RGGI

3rd Program Design Review, major states in play
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IRA & BIL Implementation

e Implementation
e Tax credits

e See, Tracker for information on specific industry,
Departmental deadlines for funding and policy design
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