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General Information about Carbon Emissions Trading

Carbon emissions trading is an administrative agghrpbrought in by Kyoto Protocol,
which is used to control the air pollution by prdivig economic incentives for achieving
lower levels of carbon pollution of the atmosphere.

A carbon emission trading in some cases is callgdley for emissions reduction
using quotas. A central body (usually a governnoemhternational body) defines the limit or
maximum quantity (cap) of the polluter's emissiofke installations or other groups are
being issued quotas (or credits), which gives tgbtrto dumb a certain quantity of carbon
emissions. The total amount of quotas should noéed the cap and that's how the emissions
are kept at certain level.

The companies that need more quotas should bujtsfeam other companies which
pollute less. The transfer of quotas is consideam@ tradd.n fact the buyer ispaying a tax
for polluting and the sdller is getting a premium for reducing its emissions. Thus,
theoretically the companies that reduce the cagwdiation will do that with less cost for the
society.

There are active programs for trading some sorfmobifition. The green house gasses
have been in the scale of the European Ulipnssion trading scheme (EU ETS). In USA
there is a national market for reducing the acidsrand some regional markets for NO. The
markets for other polluters are small. Emissionading is providing flexibility to the
companies in implementing their own strategieserafy the most effective method of the
industries, which should carry on the obligatiorenfission reduction.

The main traded emission in EU are tBaropean Union Allowances, which are being
issued according to the European Union Emissiatiintgasscheme (EU ETS), where a quota is
giving the right to throw away one ton of carbonxide (CO2) and the secondaCertified
Emission Reductions (CER), released by th€lean Development M echanism from Kyoto
Protocol. One CER is giving the right to releasmalne ton of carbon dioxide (CO2).

According to Kyoto Protocol the industrial counsriagreed to reduce their total green
house gas emissiof(GHG) with 5.2% compared to 1990. The national resbiivary from
8% for EU and some other countries, to 7% for UG%, for Japan, 0% for Russia, China and
India. The protocol allows an 8% increase for Aalg and 10% for Iceland.

The approach Reduction and transaction of emissigngshich is used in European
Union Emission trading scheme (EU ETS), defineomrmon restrictive cap or maximum
amount of emission thrown awayhe companies are being distributed quaetagh is their
cap of pollution of a given periodt the end of the period the companies shouldrmetiveir
quotas to cover their pollution. If they don’t halie needed quotas they should be buying, if
they have extra — they could sell them.

If a particular operator is not supporting enougbtgs to cover the needed amount, it
should pay a €40 fine fdthase | 2005-2007 (which is increasing to €100Fhase I 2008-
2012) for every additional ton of carbon dioxidéeesed in the atmosphere.
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Phase |11 is from 2012 to 2020 and was approved by the E@er6th of April 2009
and is combining the efforts against the climatengfe and promotion of the use of renewable
sources of energy. The purpose of EU is to decreade 20% the green house gases
compared to their 1990 level an increase with 2@&ouse of renewable sources of energy
until 2020.
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