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At the regional level, ASEAN has set an ambitious course with its ASEAN Strateqy for Carbon
Neutrality, which outlines eight key strategies aimed at accelerating ASEAN’s transition toward a
low-carbon economy. Among these strategies, establishing an interoperable carbon market stands
out as a transformative approach to unifying regional carbon reduction efforts.

The interoperability of carbon market highlights the
compliance between national, regional, and global market
standards. In response to achieve a qualified carbon market,
several aspects should be considered including setting eligible
credit standard, sharing compliance market practices and
adopting best practices of carbon credit accounting standards.
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Philippines lawmakers approve carbon trading bill

Published 02:56 on February 5, 2025 / Last updated at 02:56 on February 5, 2025 / Stian Reklev / Asia Pacific, International,
Nature-based, Other APAC, Paris Article 6, Voluntary

The Philippines House of Representatives on Tuesday approved a bill that would set
up a domestic emissions trading scheme with offset provisions as well as task the
government with establishing a framework for trading carbon credits under the Paris
Agreement.

The Low Carbon Economy Investment Act, HB11375, went through its second
reading in the House on Tuesday, and was approved through a voice vote.

While yet to be put to the Senate, the bill - a combination of two similar bills that
made their way through the House committee system last year — would pave the way
for creating a multi-sector ETS and a range of institutional arrangements to help the
Southeast Asian country meets its commitments under the Paris Agreement.

The bill, which would be the by far most far-reaching climate legislation in the
Philippines, includes several key provisions, such as for establishing:

* A greenhouse gas inventory

* A process for developing its next Nationally Determined Contribution (NDC) under
the Paris Agreement

* A decarbonisation plan and investment roadmap for emitters

* A carbon pricing mechanism and decarbonisation fund

* A compliance mechanism

* Penalties for non-compliance

* An enabling mechanism for access to carbon markets

The Climate Change Commission (CCC) would be the main government body
coordinating the work, though a number of ministries and other agencies would also
be involved.

EMISSIONS TRADING

The scheme, if implemented, would obligate companies in the energy, transport,
industry, agriculture/forestry, and waste sectors to develop climate action and
emissions plans and strategies required to be in line with restricting global warming
to 2C and reaching net zero by 2050.

Based on those, the CCC would develop allocation plans to distribute emissions
allowances to each individual company covered.

Those failing to meet their targets would be able to buy allowances from other
participants in order to be in compliance, or buy carbon credits from internationally
recognised offset projects, the bill said, naming forestry, renewable energy, carbon
capture and storage, and methane reduction as potentially eligible project types.

It did not specify whether the projects would have to be based in the Philippines.

e e R
PARIS AGREEMENT

In order to be in compliance, emitters could also choosc
government-run decarbonisation fund, with the CCC se!
reviewing it every three years. As well, the bill would mandate the CCC to “establish the necessary protocols,
procedures, and systems to effectively implement the mechanisms for ITMOs and
other Article 6 transactions”, it said, referring to International Transferred Mitigation
The system would roughly align the Philippines with AS Outcomes under the Paris treaty.

Indonesia, Singapore, Thailand, and Vietnam, which ar
developing domestic carbon pricing frameworks.

The decarbonisation fund would exclusively fund emissi

That would include setting out procedures for issuing letters of authorisation (LoAs)
and corresponding adjustments, with REDD projects specifically mentioned as a
project type the Philippines would be looking to host.

While still lacking domestic procedures for participating in the Article 6 market, the
Philippines has signed an Article 6.2 MoU with Singapore and is also cooperating with
Japan under the Joint crediting Mechanism (JCM).

It signed up to the JCM in 2017, but so far only four projects have been registered
and no credits issued. A hydro power plant project in Mindanao that could generate
around 40,000 credits a year was put out for public consultation on Tuesday.

The bill also mandates the CCC, the Department of Environment and Natural
Resources, and others to develop the Philippines’ second NDC under Paris.

For the 2020-30 period, the country has committed to keep GHG emissions 75%
below BAU levels, though only 2.71% of the pledge is unconditional while the rest
depends on international assistance.
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Under the approved roadmap, the government is responsible for
establishing the framework for a domestic carbon market,
incorporating both an ETS and a market for carbon credits. For
the ETS, the government will develop a decarbonization plan for
covered sectors and allocation plans for covered entities.
Certified Carbon Credits (CCCs) will be eligible for ETS
compliance and can be sourced from both domestic and
international mechanisms, including the Clean Development
Mechanism (CDM), the Joint Crediting Mechanism (JCM), and the
Article 6.4 mechanism of the Paris Agreement. MONRE will issue
enabling regulations, oversee governance, and manage the
national registry and MRV systems, while the Hanoi Stock
Exchange (HNX) will operate the carbon exchange..
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Ahead of the June 2025 pilot launch, MONRE is developing the
necessary regulatory framework, including defining GHG
emission limits and allocation plans for the period until 2030,
regulation for the recognition and management of carbon credits,
and auctioning and trading rules. During this phase, the
government is also prioritizing infrastructure development and
capacity-building activities to prepare government agencies and
covered entities...
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&  During the pilot phase, running from June 2025 to December 2028,
the government will allocate emissions allowances for free to
facilities in high-emitting sectors. CCCs will be allowed to offset
emissions within the limits set by the government. The

V1 government is expected to issue additional regulation specifying
the sectors and emission thresholds covered during the Pilot
Phase, with a focus on finalizing regulations and enhancing

infrastructure to ensure a smooth transition to a fully functional
°, market.
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& From 2029, the carbon market will become fully operational,
expanding sectoral coverage and introducing auctioning
mechanisms alongside the free allocation of allowances. The
government will continue refining regulations, infrastructure, and

V1 oversight to enhance market efficiency and long-term
effectiveness.
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&  Decree 06/2022/ND-CP specifies some details of the planned
ETS including the requirement for Vietham’s most emitting
enterprises (as per this decision and list) to provide an account of
their Greenhouse Gas emissions. Initially, the ETS will cover the

&Y same enterprises, which will receive an emission quota. If a
facility exceeds their cap, it purchases additional allowances or
offsets up to 10% by purchasing using carbon credits generated
outside the compliance market, i.e. by projects of the so-called

V1 national crediting programme .
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