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What Carbon Pricing means in Practice
(and in Context)

Governments Companies

Cap-and-trade or Shadow price
emissions trading system

Internal taxes, fees, or trading systems
Carbon tax
Implicit price

Different actors applying the same principle: Polluter Pays
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Source: https://icapcarbonaction.com/en/?option=com_attach&task=download&id=457
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Carbon Price in National
Context
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1. INDIA

Implicit Carbon Tax from Increasing
Excise Duty on Petrol & Diesel,
May 2014-Jan2015 (USD/tCO,)
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Source — India Economic Survey, 2014-15

B LANDSCAPE: India and Carbon Tax

CO, emission reduction from Petrol &
Diesel Pricing Measures in 2014
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India’s actions have already resulted in savings of 9.5
million tCO, from Diesel and 1.5 million tCO, from
Petrol as compared to the business as usual scenario,
in the situation of excise duties being increased.

Source - World Bank Estimates
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LANDSCAPE: India and Carbon Tax

Implications of Alternative Coal Taxation, Coal Price Increase and CO, Reductions
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Current coal cess Three-fold

INCrease in cess

Equating Domestic with Break- even for Accounting for

International Price

Power Producers Average Health Costs

A potential increase in coal
cess to about S30/ton i.e.
the level at which coal
based power producers
could still break-even;
would result in an
estimated 358 mtCO,
savings per year.

Source - World Bank Estimates
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India’s Market Readiness Proposal

Upstream Policy Work Metaregistry

v Identifying SMART
policies

v’ Analysis of policy
interactions

v Assess learnings from
existing mechanisms

v" Data management
and transaction

v' Option of linking
existing MBMs
with new MBMs

v' Explore
Opportunity of
linking with new
international
registry

Designing a Pilot

v' Emphasis on Co-benefits
v Explore linking and enhance fungibility
v" Creating demand
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Domestic Carbon Market

PA1S - Draft MRP

India presented a draft MRP at

Hanoi and received observations
and feedback.

e

Article 6.2

Co-operative approaches
involves internationally
transferred mitigation
outcome.

Domestic Pilot

. Launch of Voluntary
PA16 - Final MRP domestic carbon market
Core elements of final MRP
presented where PA considered

this version for funding allocation
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Design Research

* ¥andscape Analysis and
Research on Carbon
market

Carbon Market Simulation

Stakeholder
Consultations

» Stakeholder engagement
surveys and interviews

* Capacity building through
workshops

Simulation
Exercise

Outcome
Measurement

& ) -
* Running simulation
with anchor
companies and
participants

04-Oct-17

indiaghgp.org

10



Internal Carbon Pricing
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Types of Internal Carbon Price

= Shadow Price

m |mplicit Price

s Explicit Price
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Net Carbon
Neutrality

Shift Business Achieve Science
investments Based Targets

Buying offsets
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An emerging Matrix

SHADOW PRICE

SHADOW PRICE
IMPLICIT PRICE

EXPLICIT PRICE EXPLICIT PRICE
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TEASER

Risk Mitigation | Encourage Emission Non-

, , Regulated
Assessment Targets Innovation | Reduction | regulated 8

Shadow Price

Implicit Price

Explicit
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Operationalize

More “Green” in
p . Business
Invest

r Implementation} > . Change
Divest

Less “Carbon
intensive” activities
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Whatis ourobjective?

What approach fits our needs?

e —

COMPANY’S
INTERESTS & GOALS

PREPARE FOR POLICY,
COMPLIANCE COSTS

PRICE PRODUCTS,
ENGAGE CUSTOMERS

EXERCISE

EXERCISE 1
avoid “right price” trap

\A

| Howdowesem

What data and decisions
dowe need?

Who do we engage, when?

How do we test, track, share?

CREATE INTERNAL FUNDS
FOR CLEAN ENERGY

INVENTORY
SCOPE
COSTS

FUTURE GROWTH AREAS
KEY INCENTIVES

BALANCE SHEET, P&L
PILOTS, MEASUREMENT

-

EXERCISE 2
price and operationalize
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India GHG Program Secretariat: Contact:
* http://indiaghgp.org/  Chirag Gajjar — CGajjar@wri.org
* indiaghgpsecretariat@wri-india.org

Address: Social Media:
e 1% Floor, WRI India, Godrej and Boyce ¢ https://twitter.com/indiaghgp
Premises, Gasworks Lane, Lalbaug, * https://www.facebook.com/indiaghgp li

Parel, Mumbai-400012
e Tel: +91 (22) 2471 3565

The programme is actively promoted by:

WRI INDIA ch

Confederation of Indian Industry

We duly acknowledge the support of:

SHAKTI

SUSTAINABLE ENERGY
FOUNDATION
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