EA R S i N e ey Y S
B+ X

Department of Accounting

College of Management

National Taiwan University

Master Thesis

B TIHREZIAE

The accounting treatments for carbon trading

B2

Lin, Yu-Chi

BEERREZW B+
Advisor: Tsai, Yann-Ching, Ph.D.

F#&RE 102 56 A
June, 2013



HRE

S B R B Rk B o ARRR AT AR 2 0P BT BR B A ML SR AR AT ML AR 0 BB T
Z P i ERBIR R AR T s a3 E > Hithid 2 B BMERRAE H#
BAEAER -

WEB TR AWXOBETBREY > FHFEMRL TR » A LHMAE
ERALRH -  BARBRNER —ANRABEHENKFTES K - B BE KA MK
HEM Lo AR AR B BRI T BH AR - BRERH S K F x5
TR & ki T B2 EHAR S o 4t B A A AT BT 0 0 B S EEE UK
TP Uk BHEAFEAN G UK Wi — Ok EILBIRER
B BREZH BEAAIBEHRER L — F 5o RAIEIE R 287 F Bk
EMATREH AL KBS ESAAFBE L AR AIHE -
BRI &M —Luga ~ /N FE ~ BAE ~ 2 - FA -~ 2L B

Noe s 34~ BT~ N AR EIF AR 0 AR 0 R K X
Bl 4R sb g AR RAF 0 BB R SROTEETE 0 R > AT A — AL SRR 0 SLAR
EHREAEE R KBDH - ki AREHY > KRERERHROE— =
o AwbRRAEROBET > BT TITE ) KL RE  RBEHER
BIRT o A8 O RAT > kA BIAF O 3KAT 6 B4 TAF » SRART AR S A HE B T AR X
ERRWXOIL b RRERRFEFHEIIRGTAF - RERTH FH3R
BEREEREZHHEHEEGH -

BR RERHEFERS FHOLA —RER - GERARRN  FHFARELR
HAFERBRERERE WX - ARG KRG — M R XHEFTELER
B B ARG RSB RI c A AR RIBBBEAE - EHRXRRZ
B KA RENERA LR ETFIBE  wREAAGEROITR &5 X
FEEBRARRX 0 BAEREE T AR XA BB S E -

R EERERY BA LB L RORAN FRELHE L L
KHABRAEE S LERRERAERRFH LRSS - B BHFRIIENRS LM E
LW X BAFUARRIER R L3 o KA LB 0w XA HRARFI T A A -

b o~

Q)
E‘r

II



#HE
BATRHRMBERRGHR R HRA B A T REFTHAIHHEH ) - £REF
FARHHA T RPEEEAHBENPRERE "0F AR R ERANLE
MR HERERFIAEKREN B TRE AT S Eme THR
BLER | 12 Aoibd¥ BB diREBme ToER THE ) HEwT
LA BRI RIS CEAREH SR IPREALKFEEE
ERIARE > BB BANRFHE LR -

BATSHH TRZEH AT HHA &3t 2 A mm - K- R ERABIE
BERAGTHREGHIE I BHARBRATERE R EZROER
FUEFT B MR - H=RI R RSB E LR AEEL B ¢ 772724y IFRIC 3 » %4551
W HEREER ARV E A o ko 0 IFRIC3 RO LA HK — BALs BF B3R T] 4
Bff o SR 0 hANE B BCLL R E 6y A8 > TASB #1445 IFRIC 3 » 35k 2 4% T Hea s
R G E ) AR BRE 0 AR eI O ERE -

#2007 4 12 A4y 3% F » IASB ;& T 2 FASB B F 34 3h L34 - 418
R WA GHRL NEF Y K RFHASBRF QPR BRI AR E
HEGLYTELE ABUTR X B PR BN ¥ BRI AR pEIEK
BUBAPP B RAFEM - i EF YR T AR ARBEARE - BERF
QY HE R BB A AR SR AR AN AR AT B - 2N E A S AfE K6y 5 FASB
HEGYURTAERAABRELAM KT IASB RIFAMBE KA L LR LE
24P dds R R Sk 45 R R o

RSB A — E G315 1E A& - N — RO E IR0 RH XA
IFRIC3 A ¥ B » T RBEBMEK - BAES Y > BBERFZIKEERIRT B
NRABERT] > B BRI R BT IR B R R ART]  REHR AR
BEEXEE - BENY ABFHOHCEHFRR ERaEES ARy o
H-RUMERALBERBAAENZHK A HAREALE B Z A REERT]
BERBRALBEEE ZNRBEHKAI R AN ABERT B ML EEE
B A B WY 3R M R S

Mgt F - REBEE S wm () Ry 0 BELH B HKH

I



Abstract

“Cap and trade” is so far the largest scheme in the world which permits to emit
carbon. Under the cap and trade scheme, a scheme administrator sets an overall cap
on the amount of emissions that may be released during specified time periods. The
overall cap is implemented by issuing emission allowances to emit. Each “emission
allowance” grants a right to emit a certain amount of regulated pollutant. At the end of
the compliance year, participants must offset their emissions by remitting to the
scheme administrator emission allowances equal to their actual emissions. A
regulated entity not holding enough offsets at the due date will be fined for each
excess unit of emissions, and it has to make up for the shortfall the next compliance
year.

There are two guidelines for the cap and trade scheme. One is the Uniform System
of Accounts issued by the Federal Energy Regulatory Commission (FERC), which
treats allowances as inventories and requires no recognition of liabilities. The other is
IFRIC 3 issued by International Financial Reporting Interpretations Committee
(IFRIC), which sees allowances as intangible assets . According to IFRIC 3, the
entities should recognize a liability only as emissions occur. However, because of the
mismatch in profit or loss, IFRIC 3 was withdrawn by the International Accounting
Standards Board (IASB). After that, the board added this issue to its agenda to
provide guidance for regulated entities .

At the meeting of December 2007, the IASB determined to deal with this issue in
cooperation with the FASB. After several discussion, the FASB and the IASB
tentatively decided that purchased and allocated allowances should be recognized as
assets, and that a liability exists when allowances are given gratis by the government.
The obligation event in this case is the allocation of allowances. Besides, the boards
concluded that the allocated allowances and the liability for the allocation should be
measured on a consistent basis, and that the purchased allowances should be initially
and subsequently measured at fair value. In regard to the presentation of assets and
liabilities, the FASB claimed that the assets and liabilities should be presented in the
balance sheet in the form of linked presentation. However, the IASB preferred the
form of gross presentation in the statement of financial position, but they indicated
that they would not object to linked presentation.

In the end, we try to draft guidance as a conclusion. For participants, we suggest
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applying to IFRIC 3 with some amendment. Firstly, allocated allowances shall be
measured initially at fair value and no measurement is required thereafter. In contrast,
purchased allowances shall be initially and subsequently measured at fair value.
Secondly, obligation events remain the same, but the recognized liability is divided
into two parts. One is the liability arising from emissions which do not excess
allocated allowances. For this part, liability is recognized at fair value at the allocation
date and no subsequent measurement is required. The other is the liability arising
from emissions in excess of allocated allowances. As to the part, liability is
recognized at fair value at the purchased date and the following measurement is

required. Lastly, the allowances given gratis by the government remain the same.

Keywords : Kyoto Protocol ; carbon trading ; cap and trade scheme
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%2 it leaves the entity "little or no discretion to avoid the future sacrifice"

47



B T RREHEBTRRE G E RRATE A5 893548 > TFRS

# £ B GAAP 89 X B3 A 313 > BB HbR b A RARIRE -
2. BB wEREs -
(1) 88— CENERNRAZALRSFH  LARERHEF T > &

2)

B A HEM A4 B A LR RAS o R AT > & B T4 d R RAT
BB B p R L o e BREIRANIASIT T AH MG - A
Bl A B A ) 91 FASBNo.143 T & Z R /R 1Bk a1
BI— GRARNELA TR  RAAARANEHARANER
BN EE c TREBSNL > MARELBARKERIT FAUARKF
AL 2R RRXEBBERELMT - Sb—BRIRA N
IFRS3 &% 4-4f | #21 FASBNo.141 (R) " %44

3. BLES—ARAT

(1)

2)

IAS 37 ey B R L BE > % 3R % 2 A IAS 3T S B M e R B F 485 -
ARLBRDERFEAESIN  NEEETHZIEMTE - AT 5
19 AR RE TN EEZER CETREARREZUHFEF XL
oo mEARE  ROETHOERRTAMBE AR LY > b ¥
HILXBRERFEG > WRRBI XA G - FAREMEKRFT &8
E BRI T AR A EHFH > BA— B ¥ REH B RRIT
AR P BATRIEBOES (FPEZBERBIR LREEL) R
2 EHARBH O DERBEERRAT ARG R BATRRECEN 2 (R
BHERBPT )o PR ERRLE G EEHM 2 RKEH & IAS 37
Pz RF5FMF -

FASBNo.143 th#1%5 - R L% ARG ERCENAEMELE
EREAREBEREER (LEERAEARAFERREREOER LB
EABBYERGEFMH THEL TEAREROCELFBLET AL
MEHEN CEFEBRRVEEAINTLEEANSACELRGF
o Bt RIESER AP > RAIMNIRERBYRELRGTEL
RBHEMH BT FRIRS CELRGFMH  MAREORY -

48



4. BREE —ARAT
(1) IFRS 3/ FASB No.141 (R) #4#.% :

WA RIS D E O RR G @33R o o ROFIEE A R RARS
T F A HA G B A 44 8% 0 IFRS 3/ FASB No.141 (R) # K4tk
HHAERBH RN B A RARAHE (BaeHIF#ERRE ) -

HARR AT EBBCRNRRGEH (RILTRRRL X)) 12
FERREFMELE > IMNRBHEY AR R - IFRS3 AR - L5
BEBIT > TRAHBHWRELCEGHELMOERT > MARHET
FHOEAE - Rt RBEFHELRAHEOWR - btk
SEFE N BRBAEMRFGENE > Briad] A% IAMTRBN RS
REHFHEL ZFRIWAEGH P ALATHEBARHELMT

b. BATXMNEBZAEARTELABELEEEZNERMAE - TRMT
¥ RT MBI AT BATES - ©ET R BB H X RBAT
FH o TRLBKAUBINEBESRFELT ALY - AARLER
AERGEARHFNH  BARNGERCERERAL - AMmbA
AR¥ILERL  RASTEERY A TRE £ EIRGHEF » £
RBEARR G ATIR T » T RAEFTFRE B A -

c. £ IFRS3/FASBNo.141 (R) ®9RAT » AR ERXFTH L AER
"PERFTHROARTABLERRIY | CERMMT > 2450 &
DEAHAEE -

5. Bk B ey o HF

BRERANERILNEZRRANREGF B B4 o BB — AZERGHEK
A B BMRCHEEEA UAA TR EFAFE EMRTHEER-
ERE—T BAAGEORICELWNMZ - ABRB—-T > AHFELAND
YRR B GHHNEL T EMLBRAARFME SN —3 -

49



6. BFFMERNLH

(1)

)

3)

4

HEeHZERALEETRA LRAAY S HIEMER - AW &
79 BA #E 35 H b AF] X 35 69 R 25 - IASB sA-Frb ey tb B ko X FH B = -
FASB M mtb —aytb & X8 = - A RHE B ALNEF ¢ B
RERENBRI R R LI -

Mr. Tatsumi 3% %% B 3280 & A PR BLEA LA R AR B — 0 E AT
¥ sk 28 A % ) o Mr. Starbatty 3 2| E ¥ E 2 A WM E
By fEER B RFEABRIE— > AIEZERSF—BE (TEE
BRI ZEM) HK -

Mr. J. Smith3i 3R A N B RAE R H IO E aF " IRFEEF
(service obligation): 3% % # T A A AL MB A A & KB R F -
BB RGP TR HALRE EEFHRXAZE—BRELHR
FAWE -

Mr. J. Smith 4R 2432 A m N B AR H HAl ¥R ¥ R E-M
J. Smith 3 RZ A & ¥ GBS E T RIK 2 R EER R
BEECLALBEEANRERE T RKERRHBTHRB IR X
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53

J&7 X : the value of the consideration exchanged
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(8) Mr. Herz tbIEHA R /A 3 —RIH K - i hRF e F ik
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Zhang, and Mr. Cooper, #f & =R & °

I 84

(9) Mr.Herzi# R A& F @ LS £ WM EENT T B A
HA %R R TR AR SR ST UREAR HHEETY -
RS RDAHRIE —FER "84 BRI ERZBRRCEHELT

TR

> Mr. Leisenring also expressed concern that the obligation in View 2 is not firm
> Mr. Herz noted that a literal application of the concepts would result in the entity recording an asset
and a gain upon receipt of the allowances
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(16)Mr. Yamada % 5~ % ##.2 — > 1247 B = Mr. Clark f£ 18 B prie 2] 849 1
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36 Mr. L. Smith expressed concern about the analogy to existing business combinations literature,
°7 In a statutory scheme, recognition beyond only the current period would be difficult to estimate.
% He stated that he thinks that often this net position will be zero afer an entity has entered into the

arrangement - iEE&netpositionBZAIE A A AR A A EHLE R -
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> Emissions Trading Schemes — Accounting for the right to future installments ( IASB Agenda reference

18)
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— - IASB Agenda reference 10A — 4§ & %] X 5 M % Tty & £ 27 %HE
(=) AfpLEE2zEY

AREEHA TR ABRMLARH THR HRAGEERFREAMET -
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* Emissions Trading Schemes — Recognition of assets in a cap and trade scheme (IASB Agenda
reference 10A/FASB Agenda reference 6A )
® Emissions Trading Schemes — Existence and recognition of liabilities for the allocation in a cap and
trade scheme (IASB Agenda reference 10B/FASB Agenda reference 6B )
* Emissions Trading Schemes — Issues to be discussed at future board meetings (IASB Agenda reference
10C/FASB Agenda reference 6C )
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76 Emissions Trading Schemes — Interaction of emissions with the liability for the allocation and
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8! Emissions Trading Schemes — Recognition of a liability for emissions in excess of initial allocation,
and measurement of liabilities in an emission trading scheme( IASB Agenda reference 7A/ FASB Agenda
reference 8A)
%2 Emissions Trading Schemes — Initial and subsequent measurement of purchased allowances (assets)
(cap and trade scheme) (IASB Agenda reference 7B/ FASB Agenda reference 8B )
% Emissions Trading Schemes — Balance sheet presentation of the assets and liabilities in an emission
trading scheme (IASB Agenda reference 7C/ FASB Agenda reference 8C)
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158.1 HE# B3R+ K (Allowance inventory)

AZHMBEAE N FEMBA LRMBERIAE AR B IIRRBORA - FE
B—Ax A% 21 4k AFE 1S82—HEMMAY K °

B.g & ¥ PR = AALE N > B8 A ik PR 2 BieibAt B BAEHREA
C.3%#t B A8 %] B8 4o J& T AR AF AR & 5 5 F A8 F A 7T A 2 P Be s 2 - A
LR T o) E BRI T MR > RAIRPER AR FEAE A X SR PR ELEE ~ &
TR A B BRAF PR A o

158.2 3k 48 G & (Allowances withheld)

AFF B A NE FEBAEBREMAEL MG ZIRBBANRA - FHELR
— MR REAH 21 & -

BB RERBERABE AR FEER P REANGE T RARGE HEH A
w8

C. %4t B 2B At e T ARFUEER SFRAEGFETHZHRERARE -
B ta kT 69 F B AR JE T UARTT 0 UAIR RN A FEMEA X LM BEE
SRR A B BRAF AR A o

411.8 & H-He# EEA#) 35 ( Gains from disposition of allowances )

& & ¥ 1% 4% General Instruction No. 21 % H BB/ THRECIEZ LT E ~ KB KRAK S

mAEAF B > EEITHFE - SULHABAARIN XA ZAAMYPAEFR > BRIE
CERARR 0 NA EE S £ H E(FH B K38 409.1) ¢ Income Taxes, Utility Operating

Income | -
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411.9 R ¥4 B 5848 % (Losses from disposition of allowances )

% > ¥ 4% General Instruction No. 21 % H B #E/THI R BLEEZ 45 E ~ AW KAR

A A K > B AE o SbF B AR A BAAM AR 0 BRI E
"PRAFRL 0 N F FE S E A B (F B 43R 409.1) > Income Taxes, Utility Operating

Income ; -

509 k% E3E (Allowances )

DA BRSO EREAMBHR AR ER (bR ERST T RAR

RINHER)  HFR BT 21 44

F=3a  —RBERE 21 45— PR BB

A 1990 FBITZF R EREBEXRER LHARKEBR A% (No. 101-549, 104

Stat. 2399,2584) 24 7 "HEHREE  FARF OGN A FEEFLEBLEXE
FTEMEPARE S F ok o JFRIRM A B 09 MEBAFHER BLER M AN H F £ R HEK
FBLEA AR ANRERE AT L TPk EsaAFE | or THREEGR | - 240%
R B 89 T BRAFHEK BLAR 0 B AR B BT 41 ) B 2 H A PR K BL AR A PR AR HER

%mﬂmuwd%rﬁm&(ﬂaﬁ%u4«mmmmmmmo

HEEAHEEBATZHOREBRANTEFE B EREE G AANBEKE

ERAGESBPNEFEN  CEREBRBERACTEFERSMZ A o 3t
HARAEPEZHRERRA XA FEMHE T ARG BAM R E - I3 R
ALEHAPREAIN > HRBAVKRAZIEEEE -

C. &¥ AR BAFRPRECART A " HREBGFE ) R T HREBAGR | 9%
B XA DB AE St s AL B B R R X PR M BCBR  BLE EAR B A A ¢

D.i#% % ££ #F B Account 158.1 #1 Account 158.2 8942/ & AR B EA R H X A &

STRIZ - BIRA i FIgikRRERA o FEEARANEH > AIECER A AR A JE I
T R

197" Allowances acquired for speculative purposes and identified as such in contemporaneous records at
the time of purchase shall be accounted for in account 124 > other investment °

108 Issuances from inventory included in Account 158.1 and Account 158.2 shall be accounted for on a
vintage basis using a monthly weighted-average method of cost determination. The cost of eligible
allowances not used in the current year shall be transferred to the vintage for the immediately following
year.
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S THER BTG B e T HERECER | o dwib— R > AR T RS HE
HECERE AR A A P '

ETERPRERBLIT A ZHREBAFGRER > AR FERAE AL L4
P RATZ A 0 e THER BB B o Rt 0 ESRBUT A RIEMBELER S
HAARAER — G F AR (MR EAT R B THREE c wRER
BRABAES AR £ R B ANZFEGFERA -
G. B n RRRHRMAZARERAT S "84 (F8 4K 4263) -
Penalties | o
H C¥FARMB MR SHREBFAEEZIA G R REERTI IR A
2o Hho BOEHAAMKEZREAAA RHERY > AR RAETHBAZA 0
A% &P ki > B3e” kA A 5 (FH B X3k 254)> Other Regulatory Liabilitie | ©
R ZOEmEGRELERY A EZREE "HkRalE, >  HFIBE
FROHA RN EEBAL O ER BT ERITRRG BRI AN G - & &
o IE LA ZA 5B T R3S BB TR 5> ARG B RIE 411.8) > Gains from
Disposition of Allowances | - & ¥ JF A%k B 69 ™ & S HA BB/ AE LB K &
CHREBRT I F XA Z © FABREWRDEBEXMEE (regulatory assets) > A
FAEEM " Rk E A (#84K3% 182.3) , Other Regulatory Assets | o Htbth
M2 Bk e TR 548 & (# B A 3% 411.9), Losses from Disposition of
Allowances | © % & ¥ A4%% B o9 MR 5 B ELERAT & £ XA 3 RAB KT BARE

05| & T apE ¥ s A B (F B A3E 421) , Miscellaneous Nonoperating Income | 3
& T Habdsid (#8438 426.5) , Other Deductions | ©

19 This may, in certain circumstances, require allocation of the cost of an allowance between months on
a fractional basis °
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ROV ARTHEFZLHAERBRXRERAN S EH BT ETEH -
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$0.

2. AMBHAEA S WRAITEARAZ TBEIEHARG B S mERES
3H453] o RAFRERIRIL B AT 9 R An A8 R R Ao A 2 4 ¥ ) 3 B HER
BLARATH - FARER BB A BRBE OB RE R N HE 2 &3t
B EE o

3. AMBHH LA TASEHARS ) BRI G RERMEIEST]
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T dle 4% M 23 5 A A AR E

CE

4. KRARFEPTAEHZFALT
(a) THREERARG O KRHIRZTFTEADFEEARGBARGME AR #4A
B BCBA) R A fl 0 A B R/ R E A H ?

(b) ERIMERE E 0 HEAENEE BT?
() ERIME R B1E 0 |AEF B R/REEAA B > HIB B MY BT AR Lo T
BEZ °

"o & & ¥ # # M ( Reconciliationperiod) » 2 m E W E R H A B e N AABMN B
B BT S HFEETLERGUERAS A EBERENETRER =
“2},% X : other position-taking institutions, ie entities that buy allowances from and sell allowances to

participants in the scheme °
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IFRIC also noted that liabilities are measured independently of how those liabilities will be funded.
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