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Report the present propulsion condition of CDM Project

2007. 3

decision outline

[] Outline
O Because of the modification of the department in charge of CDM Project,

present condition and future propulsion plan of CDM Project should be

reported.

[1 The present propulsion condition of CDM Project

O Gangnam Branch LNG fuel switching project : will be approved by
UN (Apr. 07)

O Landfill gas application project in Daegu : will be approved by UN
(Apr 2007)

[1 New CDM project plan
O LNG co-generation project in Hwasung branch, renewable energy

project and so on

[] Conclusion
O We will have active plans to increasingly push ahead a new CDM

Project to get a profit in economy and to be an alternate plan against
to UNFCCC.

Korea District Heating Corp.
N Technology operation Division



I. Background

O Because of the modification of the department in charge of CDM Project on 1
Mar. 2007
O We report about the future propulsion plan including a new CDM Project and a

present propulsion condition of CDM Project which is conducted so far and

exactly expedite the project.

1. Outline of CDM Project

1. Kyoto Protocol effectuation : Feb. 2005 (Green house gas reduction
target and plan)

O Reduction target : Greenhouse gases output of Appendix I nations
(developed countries) for the first year (2008~2012) should
reduce by average 5.2% compared with 1990. (39 countries
-8~+10%)

% Green house gases : CO., CH4, N2O, HFCs, PFCs, SFg

O To indicate a guideline (Kyoto Mechanism) to deduct cost expenses and
to reduce green house gases effectively

CDM(Clean Development Mechamism), JI(Joint Implementation ),

ET(Emission Trading)

% Korea has no duty to reduce because it is not included on developed
country list at the first year.

2. CDM(Clean Development Mechanism) Project

[1 The definition of CDM Project
It is the project that generated green house gases reduction part that
developed countries invest money and technique to developing countries
makes the use to diminution results of one’s country

% |t is possible for developing countries' corporations to invest individual COM



Project without developed countries.(Unilateral COM)

[] CDM Project object regulation

O Object scope : Annual 60,000 CO, ton above (if less, in small scale CDM)
O Object Project

- Project having reduction effects of green house gases

- Project begin after 1 Jan 2000

- Project having no profit

- Project having technique transference effect

- Project which is not national policy and having no regal duty

% Small scale CDM has less procedure expenses and easier inspection
regulation but has less earning rate.
(Recently, to activate CDM Project, object regulation is changed from

15,000ton to 60,000ton)

[ ] CDM Project procedure

O CDM Project approval procedure

. . . national UN
Making out PDD 9 Validation 9 approval 9 approval
The Office for
(enterpriser) (DOE) Government Policy (UNFOCC (DM EB)
Coordination

T4

Methodology
approval

(UNFCOC CDM
me thodo | ogy
subcommi ttee)

3% DOE (Designated Operational Entity) : Korea Energy Management Corporation,
DNV, BSI ETC.

O CERs issue procedure : 15 Euro/ton, variable by market situation

- There is no regulation of a period of effectiveness to monitor, but it is

normally conducted every one year after production of reduction.



Object
project moni toring . . . .
completion 9' report ver|fr|]cat|o cert|0fn|cat| CERs issue
and preparation
operation
(enterpriser) (enterpriser) (DOE) (UNFOCC CDM EB) (CDM EB)

% UNFCCC : United Nations Framework Convention Climate Change)

4. CDM Project Effects

O To carry out the economically valuable countermeasure against UNFCCC

O To get an economical profit by selling CERs

O If Korea is included into list on which countries should reduce green
house gases, CERs would be used as a means of obligatory reduction.

O Reinforcement of internal capacity and increased interest about climate

changing to prepare green house gases obligatory reduction.

m. KDHC CDM Project compuision situation

1. Gangnam Branch LNG Fuel Switching Project

Reduction Irmgu(')ﬁlztu} creditin
Project (thousand (ﬁmon g Required expenses
ton/year) vear) period
DOE verification (DNV) :
; Branch ING 10years 20,900 t'housand won .
35 600 |y mo Consulting company(Eco-frontier)
fuel switching Project exdention 129,986 thousand won + 15% of
payment aggrement to CER
selling




[ ] Procedure

€
complet <P‘°f"ess Plan
; o verifica
P(r:zgal:g?i 5 Va!idat 5 ;paptrloovna 5 va!idat 5 UN 5 Mopitor 5 tionlarlld 5 QERs
on ion I ion approval ing cer tll fic i ssue
ation
(enterprise) (DOE) (DNA) (DOE) (CDM EB) (eterpris) (DOE) (CDM EB)

[] Propulsion details

05. 3 CDM Project application plan report(Business Development Division)

Achievement of nation approval (Minister of Commerce, Industry
and Energy)

Remaking out to apply new methodology('06.6) (CERs reduction,
9.5—3.5million ton)

‘07. 1 | Submitting PDD to get UN approval (UNFCCC executive office)

06. 7

‘06. 8~

Register the Request for Registration (for 8 weeks, By the
Internet notice at UNFCCC)

‘07. 4 | With the plan to be achieved UN approval (UNFCCC registration)

07. 2

[ | Future plan
O Construction completion of Gangnam Branch LNG boiler(30 Nov 2007)
O CERs COUNT ('08.1.1~"17.12.31)

- Monitoring for every year (guarantee and selling CERs by verification

and certification)

2. Application project of LFG in Daegu

. | Imaginary
Proi ST profit |crediting .
roject (thousand (Eillion eriod Required expenses
ton/year) /year) p

Application of LFG in

PP 21 years Consulting company(Ecoeye)

thert Daeféuﬂ _ ] 500 unsgttle f>:<renewa7l paid the total amount and
(gathering and flaring o o eIy /lpossess 10% of CER quota




¥ LFG application project of Daegu Branch is unsettled for profit because of
discussion for quota between KDHC and Deagu municipality.

[ ] Procedure

€compl  <progress

etion S plan=>
; ifica
CDM PDD | nation o UN | ver
Preparati|=> va! |dat = |approval =2 el i = |approval =2 MOI’III’[OI’ > t|onlarlld > .CERS
on ion on | ing certific issue
| ation
(enterprise) (DOE) (DNA) (DOE) (CDM EB) (enterprice) (DOE) (CDM EB)

[| Propulsion details

06, 4 Daegu municipality signed a contract with a consulting company

(Daegu-Ecoeye)
06, 7 Requirement that KDHC is included into CDM Project
-Dae
' KDHC-Daegu
0611 Application for nation approval of CDM project of Daegu

(KDHC excluded)
‘06.12 = Approval that KDHC is included into CDM Project (KDHC-Daegu)

Achievement of nation approval (Minister of Commerce, Industry

07. 1 and Energy, Minister of Environment)
07, 4 With the plan to apply national approval
) (UNFCCC executive office)
07 7 With the plan to be achieved national approval

(UNFCCC registration)

[ | Future plan
O CERs quota agreement (Mar 2007) or arbitration request to the third
special agency (By Jun 2007)
- The final validation to apply UN approval and the modification of
PDD are delayed, so quota agreement is postponed after national
approval application.

O CERs COUNT (1 Jul 2007~31 Jun 08)
- Monitoring for every year (guarantee and selling CERs by verification

and certification)



Iv. KDHC CDM Project propuision plan

1. LNG co-generation power plant project

Proi LS, profit |Completi| Propulsive possibility
roject (thousand (million
on reason
ton/ year) won/yeer)
LNG co-generation power
Hwasung LNG plant which is a new
770 11,100 |Nov 2007 |technology and has high
co-generation power plant energy efficiency can reduce
CO; generation

% Paju, Pangyo, Gwanggyo LNG co-generation power plant : It depends on
Hwasung LNG co-generation power plant to decide progression.

[ Application of similar CDM Project methodologies

Division | Project method N(I)(le(t)kg})’d Foreign cases Application discussion
LNG
combined | After generating . . Application capable, but less
o India, China
cycle electricity, AM-29 L CERs
power connect grid (about 20 million ton/year)
plant
After generating . . More CERs, but methodology
PG electricity and Chile, Chira needs to be changed
electricity an
co-generat Yy AM-14 (Under .
i steam, supply o (supply steam to industry —
ion ) validation) o )
industry supply district heating)

O Methodology AM-14 should be modified to be fit to KDHC, and

methodology AM-29 can be an application as an alternate idea.

[1 CDM Project propulsion method

O It is needed to vitrificate and propel the project appropriateness with

a special consulting agency because Hwasung LNG co-generation

power plant is the first work of CDM Project. in Korea.



O We need to reduce an amount invested of CDM Project and give

CER quota to consulting agency.

2. New & Renewable energy project

[ | Biomass co-generation power plant

Reduction h:lgt'fﬁ?y Compl
Project (thousand (illion etiorI: propulsive possibility reason
ton/year) /vear)

Because there is no CO;

Daegu woodchip exhausted of biomass, CO,

co-generation power 11 200 |’08.8 | exhaust can be reduced as

plant much as quantity of other fuel

used.

O It is possible to propel project with other similar methodology and

national approval cases in abroad.

[] Daegu LFG application project (fuel switching)

Reduction h;ﬁ]ﬁry Comol
Project (thousand (million etiorl:: propulsive possibility reason
ton/year) /vear)

Daegu LFG
applicaton 50 9 06.11
(fuel switching)

Quantity of CO; exhausted of
LFG is less than that of the B-C.

O In Daegu LFG application projects, "Fuel Switching" is excluded from
"gathering and flaring of CH” because of a questioning of approval such as new
registration of methodology.

O As much as high contribution of KDHC to "Fuel Switching", it is
needed for KDHC as subjective to re-examine appropriateness of

CDM Project and propel it.



[] PV and Wind power generation application project

Reducti pr;)ﬁt
eduction|y

Project (thousand | (million C(;_mpl
ton/year) |won/yea etion
2

propulsive possibility reason

There is no CO; exhausted of PV
and Wind power generation,
12 200 |’06.12 |totally CO. exhausted can be

reduced as much as the use of

Daegu PV power
generation

other fuels.

¥ SinanJeungdo, Solar Park PV and Wind power generation will be propelled at
the time of project progression.

O Because there are examples of UN approval for PV and Wind power
generation in korea, they have a plan to bundle with the similar small scale
projects and are the good project to be conducted.

V. Conclusions

O Although CDM Project has determined business program
regulation, there is a risk according to unclear elements such as
policy decision of host countries or application of baseline
methodology.

O CDM Project can be conducted with special consulting agency.
There are general methods to propel CDM Project; one is that
service cost should be minimized to give inducement of
consulting agency and to divide business risks and the other is
that some portion of CERs selling expenses should be paid as
success rewards.

O We has a plan to increase and propel a capable project such as

LNG co-generation power plant and renewable energy project



with our experience that Gangnam Branch LNG Fuel Switching
Project which achieved to the final stage to get UN approval has
been conducted to get an economic profit and to be an alternate

plan against to UNFCCC.



