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Singapore’s Eligibility List for International Carbon
Credits (ICCs) published alongside carbon tax increase

Summary Ong Shu Yi
ESG Analyst
e The Singapore government published the much-anticipated Eligibility List under +65 EE:];O??‘:‘B-Q-B
the International Carbon Credit (ICC) Framework that took effect on 1 Jan 2024, ShuyiOng1@oche.com

which sets out the requirements that ICCs must meet for carbon tax-liable
companies in Singapore to offset up to 5% of their taxable emissions.

e Papua New Guinea is the only host country in the Eligibility List at present,
alongside four carbon crediting programmes and selected methodologies.

« The Eligibility List will be reviewed and updated annually, and can be used as a
guide for project developers to develop eligible high-quality projects based on the
criteria set out by the Singapore government.

o Eligible ICCs are expected to be priced at a premium because of higher
environmental integrity.

Eligible ICCs to meet seven principles under the Eligibility Criteria

Singapore’s Ministry of Sustainability and the Environment (MSE) and the National
Environmental Agency (NEA) published the Eligibility Criteria under the ICC
Framework in Oct 2023. The ICC Framework, aligned with Article 6 of the Paris
Agreement, allows carbon tax-liable companies in Singapore to use eligible ICCs to
offset up to 5% of their taxable emissions from 1 Jan 2024 onwards. This is alongside
the progressive carbon tax increase from S$5/tCO2e to $$25/tCO2e in 2024 and
2025, S545/tC0O2e in 2026 and 2027, with a view to reach S$50 — 80/tCO2e by 2030.

The Eligibility Criteria requires ICCs to meet seven internationally recognised
principles (Annex A), such as requiring the certified emissions reductions or
removals to be permanent and additional. Following the release of the Eligibility
Criteria, the Singapore Government set out the Eligibility List (Annex B) in Dec 2023
to include eligible host countries, carbon crediting programmes and methodologies
that adhere to the Eligibility Criteria.

Papua New Guinea: Sole eligible host country on Eligibility List for ICCs

The sole eligible host country on the Eligibility List is Papua New Guinea, as it is the
only country that Singapore has signed an implementation agreement with on
carbon credits cooperation. The implementation agreement between Singapore
and Papua New Guinea was signed on the sidelines of the COP28 conference in
2023, despite a disappointing lack of progress on Article 6 discussions. In addition,
Singapore also signed MoUs for collaboration on carbon credits with Costa Rica, Fiji,
Rwanda and Senegal at the conference.

The NEA aims to review and update the Eligibility List annually to maintain
relevance and uphold high integrity standards based on the latest science-based
evidence and market developments. This may include adding or delisting carbon

Follow our podcasts by searching ‘OCBC Research Insights’ on Telegram! 1



£)OCBC GLOBAL MARKETS RESEARCH

crediting programmes and methodologies. As Singapore is finalising negotiations
on implementation agreements with other countries such as Ghana and Vietnam,
more eligible host countries may be added to the Eligibility List in the future.

However, more time is required for carbon tax-liable companies in Singapore to be
able to use carbon credits from Papua New Guinea to offset their taxable emissions.
This is because none of the carbon credits currently available for sale in Papua New
Guinea meet the criteria set out by the Singapore Government in its current form.
As companies need to inform the NEA by 30 Jun 2025 of the carbon credits they
intend to use to offset their taxable emissions, there is still some time for pipeline
projects to become eligible.

REDD+! projects that adopt a jurisdictional/nested approach are acceptable

The Eligibility List has excluded most methodologies governing forest conservation
carbon credits, commonly referred to as REDD+ credits, that have come under
scrutiny over the past year regarding the integrity of their emissions reduction
claims. This is with the exception of certain REDD+ credits from projects that adopt
a jurisdictional® approach in countries with historically significant levels of
deforestation, such as projects developed using the Jurisdictional and Nested?
REDD+ (JNR) Framework of the Verified Carbon Standard (VCS) (Annex B). JNR
projects consider deforestation on a jurisdictional level and are seen to be
subjected to stricter oversight, as compared to the project-level REDD+
methodology which faced over-crediting criticisms.

However, for High Forest Low Deforestation (HFLD)* countries with historically high
forest cover and low deforestation, REDD+ projects or programmes are not eligible.
This is because these credits are still new and will require further assessment of
environmental integrity and refining of HFLD methodologies. There is also debate
around whether HFLD credits generated from these areas fulfil the principle of
additionality as the habitats were not historically under threat.

Eligibility List as a guide for project developers

Project developers can use the Eligibility List as a guide to develop projects that
generate eligible carbon credits based on the Singapore government's criteria.
Some project developers have already started developing projects in anticipation
of the signing of implementation agreements with other countries. For example, an
agri-tech start-up called Rize is looking to decarbonise rice cultivation through
sustainable rice farming in Vietnam, and potentially generate carbon credits that
meet the Eligibility Criteria.

1 According to the United Nations Framework Convention on Climate Change, ‘REDD’ stands for Reducing Emissions from
Deforestation and Forest Degradation, where ‘+’ stands for additional forest-related activities that protect the climate, namely
sustainable management of forests and the conservation and enhancement of forest carbon stocks.

2 A jurisdiction is an administrative entity, e.g. national or sub-national level, with the ability to set an emissions target.

3 Nesting is a set of provisions by which project-level emissions accounting and social and environmental safeguards are aligned
with higher-level jurisdictional systems.

4 HFLD countries are developing countries with more than 50% forest cover and a deforestation rate of less than 0.22% per year.
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Other companies looking to purchase high-quality carbon credits to meet their
climate targets can also refer to the Eligibility List as a guide.

Moving forward

The uptake of eligible ICCs by carbon tax-liable companies in Singapore is expected
to be slow in the beginning, as the option to use ICCs to offset taxable emissions is
still new to companies and they may prefer to adopt a wait-and-see approach. ICCs
that meet the criteria set out by the Singapore government may command a price
premium because they are considered to be high-quality carbon credits.

Sources: Climate Cooperation, EDB, MSE, NEA, S&P, The Straits Times, Verra
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Annex A: Eligibility Criteria

Principle Definition

To comply with Article 6 of the Paris Agreement, the certified emissions reductions or removals must have
occurred between 1 January 2021 and 31 December 2030.

The certified emissions reductions or removals must not be counted more than once in

Not double-counted . .
contravention of the Paris Agreement.

The certified emissions reductions or removals must exceed any emissions reduction or
Additional removals required by any law or regulatory requirement of the host country, and that
would otherwise have occurred in a conservative, business-as-usual scenario.

The certified emissions reductions or removals must have been quantified based on a
realistic, defensible, and conservative estimate of the amount of emissions that would

Real . . . . i
have occurred in a business-as-usual scenario, assuming the project or programme that
generated the certified emission reductions or removals had not been carried out.

ope The certified emissions reductions or removals must have been calculated in a manner that
Quantified and : . e
e is conservative and transparent, and must have been measured and verified by an

verified . . . e . .
accredited and independent third-party verification entity before the ICC was issued.
The certified emissions reductions or removals must not be reversible, or if there is a risk
that the certified emissions reductions or removals may be reversible, there must be

Permanent

measures in place to monitor, mitigate and compensate any material reversal of the
certified emissions reductions or removals.

The project or programme that generated the certified emissions reductions or removals
No net harm must not violate any applicable laws, regulatory requirements, or international obligations
of the host country.

The project or programme that generated the certified emissions reductions or removals
must not result in a material increase in emissions elsewhere, or if there is a risk of a
material increase in emissions elsewhere, there must be measures in place to monitor,
mitigate and compensate any such material increase in emissions.

No leakage

Source: MSE, NEA
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Annex B: Eligibility List of ICCs
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Host
country

Carbon Crediting
Programme

Methodologies

Papua New
Guinea

Gold Standard for
the Global Goals
(GS4GG)

All active methodologies published before 31 March 2023 except:
¢ Those under the “Land Use and Forestry & Agriculture” category of GS4GG;
* Methodology For Animal Waste Management and Biogas Application V1.1;

e Methodology For Collection of Macroalgae to Avoid Emissions from
Decomposition V1.0;

e Carbon Sequestration Through Accelerated Carbonation of Concrete
Aggregate V1.0;

e Two And Three Wheeled Personal Transportation V1.0.

Verified Carbon
Standard (VCS)

All active methodologies published before 31 March 2023 except (i) VM0044
Methodology for Biochar Utilization in Soil and Non-Soil Applications, v1.1;
(ii) methodologies under the “Sectoral Scope 14” category of VCS, with these
allowable exceptions:

¢ Scenario 2a and 3 of VCS Jurisdictional and Nested REDD+ (JNR) framework;

* VYMO0012 Improved Forest Management in Temperate and Boreal Forest,
vl1.2;

¢ VYM0022 Quantifying N20 Emissions Reductions in Agricultural Crops
through Nitrogen Fertilizer Rate Reduction, v1.1;

* VYM0026 Methodology for Sustainable Grassland Management, v1.1;
¢ VMDO0040 Leakage from Displacement of Grazing Activities, v.1.0;

¢ VYMO0032 Methodology for the Adoption of Sustainable Grasslands through
Adjustment of Fire and Grazing, v1.0;

¢ VYMO0033 Methodology for Tidal Wetland and Seagrass Restoration, v2.1;
¢ VMO0036 Methodology for Rewetting Drained Temperate Peatlands, v1.0;

¢ VMO0041 Methodology for the Reduction of Enteric Methane Emissions
from Ruminants through the Use of Feed Ingredients, v.2.0;

¢ VMO0042 Methodology for Improved Agricultural Land Management, v2.0.

Where any VCS methodology is used, the project participant will be required
to demonstrate the Sustainable Development contributions or co-benefits of
the relevant mitigation activity by submitting to the Joint Committee of the
respective Implementation Agreement its verification report under the
Climate, Community and Biodiversity Standards (CCB Standards), the
Sustainable Development Verified Impact Standard (SD VISta) or another
standard recognised by VCS for such purpose.

American Carbon
Registry (ACR)

All active methodologies published before 31 March 2023, except
methodologies under “Sectoral Scope 3 (Land Use, Land Use Change and
Forestry)” category of ACR.
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Host Carbon Crediting Methodologies
country Programme

All active methodologies published before 31 March 2023, except the
following project types or methodologies:

* Nuclear energy;
e HFC-23 abatement;

¢ Reducing Emissions from Deforestation and Degradation (REDD);
Global Carbon

Council (GCC) o Afforestation & Reforestation (A&R);

e Carbon Capture & Storage (CCS);
e Activities in the GCC’s “Regional Positive List”;

¢ GCCMO004 Methodology for Water Grid Connected Renewable Energy
Based Desalination Plant, v1.0;

e GCCMO005 Methodology for Desalinated Water Savings in Buildings, v1.0.

Source: MSE, NEA

Follow our podcasts by searching ‘OCBC Research Insights’ on Telegram! 6



$)OCBC

Macro Research
Selena Ling

Head of Strategy & Research

LingSSSelena@ocbhc.com

Herbert Wong

Hong Kong & Macau Economist

HerbertWong@ochc.com

Jonathan Ng
ASEAN Economist
JonathanNg4@ochc.com

FX/Rates Strategy
Frances Cheung, CFA

Rates Strategist
FrancesCheung@ocbc.com

Credit Research
Andrew Wong

Credit Research Analyst
WongVKAM@®ocbhc.com

GLOBAL MARKETS RESEARCH

Tommy Xie Dongming
Head of Greater China Research
XieD@ochc.com

Lavanya Venkateswaran
Senior ASEAN Economist
LavanyaVenkateswaran@ochc.com

Keung Ching (Cindy)

Hong Kong & Macau Economist

Cindyckeung@ochc.com

Ahmad A Enver
ASEAN Economist
Ahmad.Enver@ochc.com

Ong Shu Yi
ESG Analyst
ShuyiOngl@ocbhc.com

Christopher Wong
FX Strategist
ChristopherWong@ocbhc.com

Ezien Hoo, CFA
Credit Research Analyst
EzienHoo@ochc.com

Wong Hong Wei, CFA
Credit Research Analyst
WongHongWei@ochc.com

Chin Meng Tee, CFA
Credit Research Analyst
MengTeeChin@ochc.com
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securities/instruments mentioned herein. Any forecast on the economy, stock market, bond market and economic trends of the markets provided is not
necessarily indicative of the future or likely performance of the securities/instruments. Whilst the information contained herein has been compiled from sources
believed to be reliable and we have taken all reasonable care to ensure that the information contained in this publication is not untrue or misleading at the time
of publication, we cannot guarantee and we make no representation as to its accuracy or completeness, and you should not act on it without first independently
verifying its contents. The securities/instruments mentioned in this publication may not be suitable for investment by all investors. Any opinion or estimate
contained in this report is subject to change without notice. We have not given any consideration to and we have not made any investigation of the investment
objectives, financial situation or particular needs of the recipient or any class of persons, and accordingly, no warranty whatsoever is given and no liability
whatsoever is accepted for any loss arising whether directly or indirectly as a result of the recipient or any class of persons acting on such information or opinion
or estimate. This publication may cover a wide range of topics ad is not intended to be a comprehensive study or to provide any recommendation or advice on
personal investing or financial planning. Accordingly, they should not be relied on or treated as a substitute for specific advice concerning individual situations.
Please seek advice from a financial adviser regarding the suitability of any investment product taking into account your specific investment objectives, financial
situation or particular needs before you make a commitment to purchase the investment product. OCBC Bank, its related companies, their respective directors
and/or employees (collectively “Related Persons”) may or might have in the future interests in the investment products or the issuers mentioned herein. Such
interests include effecting transactions in such investment products, and providing broking, investment banking and other financial services to such issuers. OCBC
Bank and its Related Persons may also be related to, and receive fees from, providers of such investment products. This report is intended for your sole use and
information. By accepting this report, you agree that you shall not share, communicate, distribute, deliver a copy of or otherwise disclose in any way all or any
part of this report or any information contained herein (such report, part thereof and information, “Relevant Materials”) to any person or entity (including, without
limitation, any overseas office, affiliate, parent entity, subsidiary entity or related entity) (any such person or entity, a “Relevant Entity”) in breach of any law, rule,
regulation, guidance or similar. In particular, you agree not to share, communicate, distribute, deliver or otherwise disclose any Relevant Materials to any Relevant
Entity that is subject to the Markets in Financial Instruments Directive (2014/65/EU) (“MiFID”) and the EU’s Markets in Financial Instruments Regulation
(600/2014) (“MiFIR”) (together referred to as “MiFID 11”), or any part thereof, as implemented in any jurisdiction. No member of the OCBC Group shall be liable
or responsible for the compliance by you or any Relevant Entity with any law, rule, regulation, guidance or similar (including, without limitation, MiFID Il, as
implemented in any jurisdiction).
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