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Sejong Youn, Climate Finance Program Director, Solutions for Our Climate
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Moderator : Sejong Youn
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Christof Wegner, Deputy Head of Division, German Ministry of Economic Affairs & Energy
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CONCLUDING REMARKS
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Honorable Lee So-young,
Ladies and Gentlemen,

Thank you for joining our seminar. Let me also thank our partners, ,Solutions for Our Climate” and
,Climate Transparency”, which have co-organized this event together with the German Embassy. We
are grateful to them as cooperation with Civil Society is crucial on the issue of climatemitigation and
adaptation .

The UN Climate Summit COP 26 in Glasgow is around the corner. The recent IPCC report shows what
is at stake: Achieve Net Zero by mid-century or earlier to safeguard livelihoods all over the globe and
ensure the future of our economies!

The good news is: A lot has happened in the past year — despite Covid!

In Germany, we have tightened our recent "Climate Change Act". Our highest court has tasked us
with ensuring that today's decision-making does not unfairly burden the younger generation after
2030.

Germany now intends to be climate neutral by 2045. In addition, we are setting more ambitious
medium-term climate targets. Instead of reducing emissions by 55% (EU goal) we aim for at least 65%
by 2030.

President Moon’s announcement to end international public coal finance is also promising. It is
another milestone after the Korean government’s commitment to become carbon neutral by 2050.
We also welcome President Moon’s pledge to an ambitious revised climate goal 2030 in line with net
zero. We remain hopeful that Korea’s national contribution goes beyond the 40%-threshold which
would bring not only Korea but the world even closer to the Paris climate goals.

There is no doubt that the transformation of the energy sector, away from coal, oil and gas, brings
with it challenges, but the benefits outweigh the risks by far. Cheaper, cleaner and smarter
alternatives already exist. In Germany, almost 50 % of electricity comes from renewables. And
according to the provisional Korean Carbon Neutrality 2050 Scenario, we expect a rapid increase in
renewables here in Korea, too and we will need to see the financial sector transitioning to clean
energy solutions.

While we see some movement into this direction, we still need a giant leap to turn our 1,5 degrees
commitments into reality. With this seminar we wanted to touch upon an area that needs further
attention. In fact, today’s clean energy investment remains far short of what will be required to avoid
severe impacts from climate change. It would need at least to double in the 2020s to be consistent
with a well-below-2°C temperature outcome.

So, the decisive question is: How can both governments and private investors best play their part to
tackle this challenge and specifically, how governments can set the right regulatory conditions and
set the right incentives to leverage the maximum amount of private investment into clean energy.

The EU is set to become the first climate-neutral continent by 2050. To achieve this, the new EU
taxonomy will facilitate sustainable investment decisions. The European Investment Bank is no longer
financing fossil fuels, including gas.



One other instrument that has the potential to channel clean transition technology is export finance.
The gap between today’s investment trends and a sustainable pathway is largest among emerging
market and developing economies: They account for nearly two thirds of the global population, but
only for one third of global investment - and an even smaller 20% share of clean energy investment.

However, providing the financial means for the energy transition is not the only bottleneck that
requires our urgent attention. The IEA warns: Currently, climate pledges and sustainable finance are
not translating into large increases in actual spending on clean energy projects. In short: There is a
shortage of projects rather than money.

Hence government policies, regulation and incentives must not stop at providing the right finance
environment. Smart rules and procedures, incentivising standards and support for innovation need
to go hand in hand with financing concepts.

As industrialized, export-oriented nations with a focus on manufacturing both Korea and Germany
have an interest in sustainable and affordable energy supply. For long, we have been cooperating in
this area, inter alia through our energy partnership. Together with Korea, we are working on a G20
Sustainable Finance Roadmap in order to better coordinate policy action worldwide.

| am sure that this workshop will be beneficial to further these discussions. | am looking forward to
all the presentations. Let me thank in particular our keynote speaker from the IEA, Tom Howes,
Christoph Wegner from the Ministry of Economic Affairs and Energy and Sejong Youn from Solutions
for our Climate! Germany stands ready to further share its experience and to closely work together
with Korea to achieve our common goals for a better future..



eQ

The road to 2050:
Financing the Clean Energy Transition

Tom Howes, Head of Energy and Environment Division
30 September 2021

International
Energy Agency

Global total final consumption by fuel in the NZE scenario [<]e]
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IEA. All rights reserved.

The share of electricity in final energy use jumps from 20% in 2020 to 50% in 2050

IEA 2021. All rights reserved Page 2



Average annual capital investment in NZE scenario

By sector By technology area

ooooooooooooooooooooooooooooooooooooooooooooooooooooooo

--------------------------------------------------

ooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooo

Trillion USD (2019)
[NS] W B u

.............................................................

2016-20 2030 2040 2050

2016-20 2030 2040 2050

Technology area

[ Other

M Fossil fuels

m CCUS

M Hydrogen

[7 Electricity system

M Electrification
Efficiency

1 Other renewables

M Bioenergy

Sector

M Buildings

M Transport

7 Industry

M Infrastructure

M Electricity generation

M Fuel production

IEA. All rights reserved.

Capital investment in energy rises from 2.5% of GDP in recent years to 4.5% by 2030; the
majority is spent on electricity generation, networks and electric end-user equipment

IEA 2021. All rights reserved.

Our existing energy infrastructure is too big to ignore
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Reaching net-zero emissions requires tackling emissions from long-lived assets in power generation and heavy-
industries. In emerging Asia, 80% of existing coal power capacity was built in the past 20 years.

IEA 2021. All rights reserved.
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Power,

Billion USD (2019)
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led by renewables, remains the largest part of supply spend

Global energy supply investment by sector
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Global power investment is set to increase by around 5% in 2021, with renewables accounting for 70% of generation
spending, and rising spending on grids and storage, while midstream infrastructure grows fastest in fuel supply

IEA 2021. All rights reserved

A surge in clean energy investment is needed to change course

m Clean power

USD billion (2019)
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Annual clean energy investment in emerging and developing economies compared with
projections in the Net Zero Emissions (NZE) by 2050 Scenario
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Energy efficiency and end-use ® Low-emissions fuels and carbon capture ® Share of total investment

Clean energy investment has been stuck at less than $150 billion in recent years, but needs to expand by more than
seven times, to above $1 trillion, in order to put the world on track to reach net-zero emissions by 2050

IEA 2021. All rights reserved.
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Set near-term milestones to get on track for long-term targets [Je

Most innovative low- Almost 90% of existing
. . . . . . . . More than 90% of heavy
emissions technologies All industrial electric capacity in heavy industries . .
. . . . industry production is
in heavy industry motors are best in class reaches end of their L
. low emissions

demonstrated at scale investment cycle

No new ICE car sales
Electric cars are . 50% of fuels used in
60% of sales Electric heavy trucks

aviation are sustainable
are 50% of sales

All new buildings are
No new sales of zero-carbon ready Most appliances and cooling
fossil fuel boilers systems are best in class

Half of existing buildings More than 85% of

retrofitted to zero-carbon Half of heating demand buildings are
met by heat pumps

Buildings Universal energy access ready levels zero-carbon ready
~ 35 : :
]
= 30
© Transport
25
P18 Industry
15
10 LS GTH13Y
5
2020 2025 2030 2035 2040 2045 2050
No new unabated coal plants 1020 GW annual solarand  Overall net zero electricity Net zero electricity Almost 70% of electricity
ap.proved for development wind additions in advanced.economies sector globally generation globally from
Phase-out of unabated coal Phase-out of all unabated solar PV and wind
No new oil and gas fields in advanced economies coal and oil power plants
approved for development, : : H
pprov raevelop 4 Gt CO, captured 7.6 Gt CO, captured
and no new coal mines or i
mine extensions :
150 Mt low-carbon hydrogen; 435 Mt low-carbon hydrogen;
850 GW electrolysers 3 000 GW electrolysers
IEA 2021. All rights reserved Page7

Number of countries with NDCs, long term strategies and net zero Ied
pledges and their shares of 2020 global CO, emissions
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First New or updated NZE pledges Long-term NZE targets in
NDC NDC strategy law

Share of global 2020 CO, emissions (right axis)

IEA. All rights reserved.

Around 40% of countries that have ratified the Paris Agreement have updated their NDCs,
but net zero pledges cover around 70% of global CO; emissions

IEA 2021. All rights reserved Page 8




Capital is significantly more expensive for those areas most in need |&Q

Indicative cost of capital by economy (nominal base rates plus market risk premium)

2020
20%
7
15% s
10%
5%
Advanced Brazil Indonesia South Africa Nigeria

economies

Although financing costs have come down in many countries, the cost of capital is up to seven times higher in
emerging and developing economies, raising the bar for projects to access debt finance and clear equity hurdle rates

IEA 2021. All rights reserved Page 9

Clean energy jobs will grow strongly but must be spread widely Ied
Jobs in energy supply in the NZE Skill level of new workers in the NZE,
2030
2 60
§ 50
s Losses .
20 m Bioenergy
Growth H Electricity Medium,
30 = Coal 27%
mOil and gas High, 65%
20
10
2019 2030

By 2030 there are 14 million jobs created in global energy supply, and a further 16 million in clean energy end-uses;
but inclusive policies are needed to support reskilling & diversification in fossil-fuel dependent communities

IEA 2021. All rights reserved Page 10



Priority actions to make the 2020s a decade of clean energy [Je

Redouble international

support

Tackle cross-cutting
investment issues

Push on clean power
& efficiency

Get to grips with
the toughest tasks

IEA 2021. All rights reserved.

IEA 2021. All rights reserved

Strong strategic mandate for public finance institutions
Better use of blended finance Boost delivery of

Get international capital markets engaged in intermational climate finance
clean energy in emerging and developing markets
Better disclosure of climate risks Empower local entrepreneurs
Put state-owned utilities on a firmer More robust banking

financial footing Get pricesignalsrigit  and capital markets
Make it easier to prepare clean energy projects

Sustainable energy access for all
More electrified and efficient mobility Harness investor readiness
Embed efficiency in all new E,\/pand and to back renewable power

ildings and appliances : .
buildings and appliances modernise gf/dS

Prepare the ground for low-carbon fuels  Innovative strategies for cement,
and industries  [eave no one behind as countries leave coal ~ steel, chemicals

A new development model for producer economies

Page 11
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Korea's Public Financing
for Oil and Gas

S F ooc Sejong Youn

Solutions for Our Climate

Copyright © 2016 SFOC Inc. All rights reserved.

South Korean Public Finance Steps Out of Coal

S.Korea's Moon vows to end new funding for
overseas coal projects

https://pds.joins.com/news/component/htmlphoto_mmdata/202104/19/91
fle8fc-95d3-41bf-a291-2fdb00cd7716.jpg

https://www.reuters.com/article/global-climate-summit-southkorea-
idUSLAN2MF3R2

\\\\\\\\\\\\\\\\\\\\\\



Beyond Coal : Public financing for Oil and Gas

94.7% of the world’s CO: emissions comes from burning fossil fuels.
Emissions from oil and natural gas account for 54.4% of global CO: emissions.

CO: emissions by fuel type, World

Coa
$1l0B

0il & Gas

$127B

https://www.brandedtranslations.com/wp-
content/uploads/2020/11/iceberg.jpg




Beyond Coal : Public financing for Oil and Gas
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Korea PFls' annual support to the oil and gas industry (2011-2020)
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IEA 2050 Global Energy Roadmap

— Gas -55%
Oil -75%
Coal -90%

== Qi == Coal Natural gas

1900 2000 2010 2020 2030 2040 2050
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LNG is not a bridge

Extraction Liquefaction Transportation  Regasification End-Use

NRDC(2020)

16-34% 6-10% 2-11% 1-3% 55-66%

Life-Cycle LNG : 688gCO,/kWh
Coal Power Plant : 887gCO,/kWh 80/0

oooooooooooooooooooooo



Korea’s Oil and Gas Financing throughout the Value Chain

* Dil and Gas VWalue Chain

Q¢ =115
\‘“}'"li'g:.)}o Pj I E::""-E

Upstrearm refers to the exploration, Midstraam is related to the transportation Downstream includes
extraction, production and processing of of ¢il and gas, including pipelines, refining crude oil into
oil and gas. transportation vessels, storage, terminals, various products, as well as
and liquefaction and regasification plants. end-use facilities such as
thermnal power and
petrochemical plants

Oil and Gas : Upstream

* Oil and Gas Value Chain
UpStl‘ean‘l Top six countries of location for Korean export credit agencies' upstream
investments ($bn)

$32.24bn w

The major Korean players in the upstream sector are the
state-owned Korea Gas Corporation (KOGAS) and

Korea National Oil Corporation (KNOC), as well as private
corporations such as SK E&S, GS Energy, and POSCO
International.

Australia Mozambique usa




Oil and Gas : Midstream

* Qil and Gas Value Chain
Annual trend of public financing in the midstream sector ($bn)

80

$49.71bn

Korean shipbuilders and construction companies are
very active in the midstream sector, building pipelines
and terminals, as well as transportation vessels for crude
oil and liquefied gas.

The majority of public financing in the midstream
sector is going into ship financing, particularly in the
form of guarantees, with a noticeable increase 2013 204 2015 2016 2017 2018 2019 2020

in recent years. Total Midstream = Midstream Ship financing

Oil and Gas : Downstream

* Oil and Gas Value Chai

Downstream

$45.15bn

Public financing in the downstream sector is provided
to Korean construction companies including GS E&C,
Daewoo E&C, SK Ecoplant, Hyundai E&C,

and Samsung C&T. These companies have taken Mixed(Refin
Engineering, Procurement, and Construction (EPC) Petrochem
projects for oil refineries, petrochemical plants, and %

thermal power plants.

Downstream investments of PFls by subsector
& GsEsC




Korean Industry and the Transition Risk

46% of all Korea's oil and gas public finance has been
invested in ship and offshore plant financing.

Korea has the largest shipbuilding
industry in the world, dominating
44.2% of the global market in 2018,
followed by China (32.0%) and
Japan (126%).

Shipbuilders received 46% of all

Korean public finance to cil and gas

in the past ten years, which amounts to
4577 billion.

Drillships, offshore plants, and
transportation vessels are critical
components of the cil and gas value
chain and also major products for
Korean shipbuilders.

In 2020, the top three Korean
shipbuilders won 73% of the

LNG carrier vessel orders and 81% of
Very Large Crude Oil Carrier (VLCC)
orders in the global market.

Shipbuilding Industry and the Transition Risk

Ships and offshore plants play a key role in the
production of oil and gas. Drillships are used
for the exploration and drilling of new cil and
gas wells in the ocean.

Offshore platforms are used for extraction,
processing, and storage,

Transportation vessels include crude oil carriers,

gas carriers, and regasification units for LNG.

Out of $57.7 billion, 71% was provided to
transportation vessels, LNG carriers received
the most public funds, $2314 billion,

as Korean shipbuilders are dominant

in the LNG carrier market.

Matural Gas Carrier $23.14bn

Oil Carrier $13.97bn Driliship $13.71bn

FSRU $1.79bn Offshore Platform $3.04bn




Oil and Gas Construction by Region

B Upstream CE"F':'E" Asia, USD Billion
¥ ussia
Il Midstream 19
81%
I Downstream Eiiropg
41% 29y  Middle east
@ 12% 2%
25% 12%
Sl 10%
O O
86%
41% 78% Other
North America Aisa
7% 1%
21%
36% Total 5o
64% 92%
24%
South America 55% Oceania
Africa
13%
65%
SFOC

Public Finance and Transition Risk
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Shipbuilding
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Public Finance and Transition Risk

SFO'C

Solutions for Our Climate

Public Finance and Stranded Asset Risk

Financial Risk

Qil and gas projects are exposed to significant “stranded asset
risk.” Qil and gas infrastructure requires massive funding for
construction and needs to operate for decades to recover initial
investrnents. However, the phase-out pathway for fossil fuels is
likely to render the asset useless before its end of life.

In Net Zero by 2050 A Roadmap for the Global Energy Sector,
2000 2030 2040 2050 the |IEA has suggested there is no need for investrment in new
fossil fuel supply for net-zero pathway.

Continued financing for oil and gas will compromise the
financial stability of public financial institutions.

SFOC

Solutions for Our Climate



Public Finance and Stranded Asset Risk

SK E&S to invest 1.6 tln won in waoin
gas field off Australia ,‘Eﬂ""*

Tubarao
Tubardo Tigre

Idozambigue canal

Mocimboa «
da Praia

| Gasfields

0 kn 3 B
5 W Mozambique LNG

KOGAS kicks off construction of FLNG
facility in Mozambique

http://www.e2news.com/news/articleView.html|?idxno=225227

o http://www.gasnews.com/news/articleView.html?idxno=95121
SFO'C PHIS
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N European
X Investment
UK Export Bank

Finance

wwakn SEK

U.S. DEPARTMENT OF THE TREASURY

SFO'C .
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Korean Public Finance in Transition

TASK FORCE on

I ‘ m CLIMATE-RELATED
FINANCIAL
DISCLOSURES

« KEXIM / KSURE / KDB declares support for TCFD
* How do you measure climate-related risks?
« How much investment has been made to fossil fuel?

« What is the phase-out plan for carbon assets?

21
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SFOC

Solutions for Our Climate

Thank you.

Copyright © 2016 SFOC Inc. All rights reserved.



% Bundesministerium
fiir Wirtschaft
und Energie

Export Credit Guarantees and the Climate

KR-DE ROAD TO 2050: FINANCING CLEAN ENERGY TRANSITION
September 30, 2021

German Federal Ministry for Economic Affairs and Energy

Purpose of the German Export Credits Scheme

» Promotion of German exports through coverage against political and commercial risks in favour of exporters and banks
» Protection against bad debt losses

» Safeguarding jobs

» Facilitating the financing of exports

» Access to new markets

» Creating equal opportunities for the German export industry in international competition
» Promotion of small and medium-sized enterprises as a special task

» Maintaining trade relations in difficult economic circumstances

» Facilitating the financing of exports

» Subsidiarity to the private insurance market

% Bundesministerium
fiir Wirtschaft
und Energie



Basic structure of an Export Credit Guarantee :

Goods & Services
Supplier Credit

-
>

Exporter Foreign

Customer

% Bundesministerium
fiir Wirtschaft
und Energie

Basic structure of a Buyer Credit Gurantee

Financial Purchase price payment upon delivery

institution

Exporter

»

Declaration of committment

Supply and
Services
Contract

German _
Foreign

ECA

v

Customer

Assessment of Creditworthiness

% Bundesministerium
fiir Wirtschaft
und Energie



Requirements for Cover

Contract
terms in

O accordance
with

international
rules

Justifiable

risk (OECD/BU)

Eligible

transaction

Provisions
of the
Federal
Budget
Law

* Bundesministerium
fiir Wirtschaft
und Energie

Eligibility Criteria

Certain requirements have been defined, which need to be met in order to receive cover

» The transaction is eligible for support and/or deserves particular governmental promotion

Criteria that define eligibility of a transaction
» General German export interest, job security, structural policy considerations, national share
» Foreign and development policy significance
» Export law issues

» Environmental, social and human rights compatibility

v

Type of goods/purpose/sensitivity of export business

» No corruption

* Bundesministerium
fiir Wirtschaft
und Energie



Export Finance for Future (E3F)

» founded in April 2021 to harness public export finance

as a key driver in the fight against climate change

» current members of the coalition:

*

— Denmark
— France
— Germany
— The Netherlands . EXPORT FINANCE
~ Spain FOR FUTURE
A MINISTERIAL INITIATIVE
— Sweden FOR CLIMATE ACTION
— United Kingdom

Bundesministerium
fiir Wirtschaft
und Energie

Export Finance for Future (E3F)

Statement of Principles

»

»

»

»

»

9

Develop incentives to better support the development of exports to sustainable projects in all sectors of
the economy

Ending trade and export support directed to unabated coal power

Reviewing our trade and export finance support to fossil fuels and assess how to best phase it out, taking
into account industries’ respective characteristics

Starting a climate-oriented review of our respective trade and export finance activities, so as to have a
shared and documented understanding of their climate impacts, and work on improving transparency on
climate-related information, in particular when it comes to the identification of sustainable projects

Promoting the initiative and engage with other providers of official trade and export finance, in all relevant
fora and in particular in the OECD, with a view to shape a level playing field that would duly take the
climate emergency into account

Bundesministerium

fiir Wirtschaft in line to our commitment to the Paris Agreement and
und Energie . . .
to support the ongoing transformation of our export economies



Many thanks for your attention




To access materials online, please scan the QR code.

2210l HBH2 B QR AEE &l JsFLICE

o Embassy
S Fo ‘ P Climate * | ;Lg.“el Federal Republic of Germany

Solutions for Our Climate ‘ Transparency




