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1 l Existential threats

Climate Risks

O (Worldwide) Recent Climate Change due to El Nino

» QOver 500 deaths due to heavy rains in the Democratic Republic of the Congo
(May, 2023)

» Record-breaking heatwave in Spain, hitting 47.5 degrees Celsius (2023)
d (Korea) Premature falling of flowers of plants in the spring caused by early blooming and
abnormal low temperatures, which was exacerbated by frequent typhoons in the summer

» According to Statistics bureau Korea (May CPI), apple price surged by 80.4% and
pear price by 126.3% compared to the same period of last year



1 Existential threats

Korea’s GHG emissions
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Source: Korea’s GHG Inventory and Research Center(2023)
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yi Role of fiscal policy

Framework and methods of fiscal policy toward climate change

L National strategies
U Legal basis

Main methods

7

\
- [Initiatives directly operated by MoEF]
Q Climate response fund » Green budget

| 1 GHG reduction cognitive budget

" O Carbon emission trading scheme Regulations

(or Taxation)

O Climate change impact assessment

\. J
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Role of fiscal policy

Framework- National strategies

Pledge of 2050 Carbon Neutrality Announcement of Amendment of the National Finance Act
2050 Carbon Neutrality Strategies ~ Enactment of GHG Reduction Cognitive

Budget System (Jan. 2022)

Establishment of 1st National Basic Plan Finalization of 2050 Enactment of the Framework Act
for Carbon Neutral and Green Growth Carbon Neutrality Scenario on Carbon Neutrality and Green Growth
Upward revision of
the 2030 National GHG reduction target
26.3% (2018) — 40%




yi Role of fiscal policy

Framework- Legal basis

Framework Act on _ _
Carbon Neutrality and National Finance Act

National Accounting Act
Green Growth

« Article 23 * Article 27 (Preparation of GHG Reduction « Article 15-2
(Climate change impact assessment) Cognitive Budget Proposals) (Supplementary documents of Statement of
Accounts)
« Article 24 * Article 57-2 (Preparation of GHG Reduction
(GHG reduction cognitive budget system) Cognitive Budget Statement of Accounts)
. Article 25 * Article 68-3 (Preparation of GHG Reduction
(Carbon Emission trade system) Cognitive Fund Management Plans)
« Article 69 * Atrticle 73-3 (Preparation of GHG Reduction
(The establishment of climate response fund) kCognitive Fund Statement of Accounts) /
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Main methods - Climate response fund

d Purpose of the establishment of the Climate Change Response Fund

@ Inorderto tackle the four major areas to combat climate change

* Greenhouse gas reduction, low-carbon ecosystem, Just and orderly transition, carbon-neutral infrastructure

- 2.4 trillion won($1.7 billion), around 25% of the total green budget

@ Mainstream climate response projects done in silos, for improved efficiency

® Incorporate carbon neutrality policies and macroeconomic impacts into

fiscal planning and budgets
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Role of fiscal policy

Main methods - Climate response fund

1 Revenue and Expenditure : 2.4 trillion KRW (1.7 billion USD)

Revenue

Revenue from paid allocation under
the emissions trading scheme
(0.3 trillion KRW, $0.2 billion) 10%

7% of the Transportation tax revenue
(1.1 trillion KRW, $0.8 billion) 45%

Transfers from other accounting and
funds, etc.
(1 trillion KRW, $0.8 billion) 45%

Expenditure

(GHG reduction) Support for GHG
reduction facilities, low-carbon buildings

and urban areas, etc

(Low-carbon Industry) Support for green
finance and workforce training in the
green sector, etc.)

(Just transition) Support for jobs creation
and transition for the vulnerable

(Institutional and Infrastructure)
Technology development (R&D) in carbon
neutral fields, operation of emissions
trading schemes, etc
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Main methods — GHG reduction cognitive budget

O GHG reduction cognitive budgeting system

A system that analyses the impact of national budgets on GHG reduction, reflects the findings on budget
preparation, and evaluates whether the budgets have been properly executed. (2022. Jan.)

Participants Projects Budget amount Reduction effect
16 line ministries L 11 trillion KRW 4.3 million ton
294 Activit
and agencies 480 P:':olj\g cltess (8 billion USD) CO,eq(2024)
(12 line-ministries 23.4 million ton
4 agencies) C0,eq(2024~2030)
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Main methods — GHG reduction cognitive budget
O System Structure

MOEF(Responsible ministry) - MOE (Cooperative ministry) — Line ministries and agencies

Overall management of the policy
i &
Budgeti
LLEEEET @ council O

National Assembly

MOEF Desi MOE council
Responsible esign Cooperative Advisory board K-eco
ministry Operational ministry .
guidelines (Korean Environment
Set up the proposal Co-operation of \_ | Forp?zatlon) _J
guidelines & designing guidelines, mplementglion agency

\ submission review & submission/

Line ministries and agencies

Office_ of Unit in

PIar!nlng Charge Training and Support
and F|_na_nce Submissi Preparation of on preparation

Compilation ubmission project proposal

\ and review details /
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Main methods — GHG reduction cognitive budget

U Budget process

By March 31st

® Notification of budget proposal
preparation guidelines )

MOEF, MOE — Line ministries
and agencies

September 3

120 days before the start of the fiscal year

® Submission of budget proposal

MOEF — National Assembly

April-May

® Budget proposal preparation by
line ministries and agencies )

® Selection of GHG reduction
Projects

® Preparation & Submission of
budget proposal

Line ministries and Agencies

K-eco — MOEF

June-August

® Review on budget proposal

P

MOEF, MOE, K-eco

Due date of May 31st
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Main methods — GHG reduction cognitive budget

1 10 sectors in GHG reduction projects

Classification into reduction projects aligned with national basic plan
for Carbon Neutral and Green Growth (Apr. ‘23)

i i ad i

Agriculture,

Power Building Livestock and Hydrogen

Generation . : . @
Fisheries
e ‘r Y e

Overseas Carbon
Offset projects

Industry Transportation Carbon Sink
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3 | Mid-term framework

@ Link with NDC and Carbon Emission Regulafions
» Carbon emission regulations (Emissions Trading Scheme + Target
Management System) encompass 70% of the annual reduction
targefts
(2) Estimation of the reduction effect of green budget until 2030
»  23.4 milion tons reduction by 2030

(3 Enhance estimation accuracy
> BExpand GHG reduction budget scope 1o include qualitative effects
aond R&D impacts
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