
Your environmental tax 
and regulation update

1 February 2014

Global Green  
Policy Insights

www.pwc.com/globalgreenpolicyinsights

In this issue:



Global Green Policy Insights
Your environmental tax and regulation update – 1 February 2014

PwC 2

So soon after the latest of the IPCC’s six‑yearly climate science reports reiterated 
the wealth of evidence behind human‑induced climate change and showed for 
the first time we have a carbon budget that can’t be overspent, the Warsaw 
Climate Change summit lacked bite and urgency. Our summary of COP19 
suggests it left many feeling a transformative moment would be needed in 
2014/15 to reach a meaningful global deal. There has also been a lack of active 
interest in the UN’s Green Climate Fund which aims to mobilise money to assist 
poorer nations to reduce greenhouse gas emissions and adapt to the impacts of 
climate change.

Given EU targets for 2030 and the OECD’s recent report concluding that carbon 
taxes and trading schemes are the most economical ways of reducing emissions, 
developments in this area are of particular interest. The EU decision to delay 
carbon permit auctioning through backloading is aimed at boosting the price of 
permits and encouraging low carbon innovation. EU carbon prices are, though, 
still likely to stay in single digits throughout 2014, providing weak incentives for 
low carbon investment while prices look set to rise elsewhere, notably China 
where carbon prices will rise as the regional emissions trading schemes start up 
and New Zealand where a ban on low cost UN emission units may boost issued 
offset prices. South Korea looks set to launch its emissions trading scheme next 
year. Australia has, on the contrary, decided that is not the route it wants to take.

There is less emphasis generally on supporting renewables through feed‑in 
tariffs it seems and also greater concern over pricing in that area. There has 
been a broad proposal aimed at streamlining US energy tax incentives, put 
forward by the Chairman of Senate Finance Committee Max Baucus. 

South Africa’s new energy efficiency incentive put the focus on efficiency 
savings but excludes various renewables. Onshore wind support is to be reduced 
in various countries, for example, following the UK’s Energy Act (though there is 
an increase in offshore wind subsidies) and agreement by German coalition 
partners, with a view to addressing rising energy prices, although a Bulgarian 
budget law amendment goes further in specifically regulating prices (and also 
taxing renewable energy producers). 

As we go to press, business and government leaders are meeting at the World 
Economic Forum in Davos, with climate change a key theme. We’ll bring you up 
to speed with events in the next edition but in the meantime keep an eye on our 
sustainability and climate change blog to catch our latest updates.

We hope you find this issue of Global Green Policy Insights a useful round‑up of 
the latest green policy developments from around the world and, as always, 
would encourage you to provide us with your feedback. 

Best wishes

Best wishes

John Preston 
Global Tax Policy Leader 
T: +44 (0)20 7804 2645 
E: john.preston@uk.pwc.com 

Welcome to the February 2014 edition of Global Green Policy Insights, your bimonthly update on the latest 
developments in environmental taxes, regulations and other green policies around the world.

John Preston

Global Tax Policy 
Leader

http://pwc.blogs.com/sustainability/
http://www.publications.pwc.com/
http://www.publications.pwc.com/
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Europe, Middle East and Africa
Bulgaria
Bulgaria adopts levy on renewable 
energy producers
Bulgaria has introduced a 20 percent tax on 
renewable energy producers effective from 
1 January 2014 with budget law 2014 also 
seeking to regulate prices. 

Under the new rules, solar and wind energy 
producers will have to account for the tax on a 
quarterly basis.

In addition to the newly introduced tax, the 
budget law amendment cited also envisages 
an obligation for the state energy regulator to 
set an annual quota for ‘green power plants’ 
for a specified period, with the electricity 
produced within the quota during such period 
attracting preferential prices. The idea behind 
this is that the electricity generated in excess 
of the quota could be sold only at state 
regulated prices.

Renewable energy investment is one of the 
reasons for the high cost of electricity in 
Bulgaria. Protests over energy costs led to the 
departure of the country’s former centre‑right 
government in February following which 
household electricity prices have been 

reduced twice, an overall 13% drop, reports 
Reuters. With a mix of carbon dioxide 
emission quotas, transfers and the new tax, 
the government hopes to close the expected 
Bulgarian lev BGN500m (USD$347.5m) 
annual deficit at the NEK (the national power 
distributor) resulting from power tariffs cuts, 
reports IHS Global Insights. 

Generous subsidies led to a boom in the 
Bulgarian renewable energy sector in 2011. 
As the number of installations far exceeded 
forecasts, the cost of subsidies increased, 
resulting in rising energy bills. The latest 
attempt to curb mounting renewable energy 
costs follows the attempted introduction of a 
grid access fee for green energy producers in 
September 2012 reducing the preferential 
feed‑in‑tariff for solar parks and wind farms 
by about 40%; that approach was rejected by 
Bulgaria’s highest court, the Supreme 
Administrative Court (VAS) through a number 
of identical decisions for revocation of this fee. 

Renewable energy producers claim that the 
change, which was introduced as a surprise 
move at the last minute, is discriminatory and 
goes against the EU and Bulgarian 

constitution, reports Reuters. It is to be noted 
that although similar measures have already 
been introduced in other EU countries, such 
as the Czech Republic, Greece and Spain, in 
these cases it is the profit of the green energy 
producers, rather than the income, which is 
subject to the tax. At the same time the 
measures introduced in these countries are 
being challenged before the court and it 
remains unclear if they will be applied in 
practice (except for the Czech Republic, where 
the measures have already been confirmed). 
It should also be emphasised that this 
measure was implemented in Bulgaria almost 
immediately after the European Commission 
recommended that EU Member States should 
refrain from introducing regulatory measures 
with retroactive effect in the green sector. 
This announcement, as well as the fact that 
the newly introduced fee would directly affect 
the income of producers, caused a negative 
reaction among these producers – 
introduction of the fee was strongly opposed 
by representatives of the sector, who defined it 
as an attempt to nationalise private capital. 
Thus, the newly adopted measures by the 
Bulgarian Parliament are expected to have a 

negative impact on any future investments in 
the renewable sector and to cause further 
unease between the various participants in 
the electricity market in Bulgaria.

Bulgaria is committed to generating 16% of its 
energy from renewable sources by the end of 
the decade. 

http://www.publications.pwc.com/
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Denmark
Denmark launches faster and more 
flexible environmental permit system 
The Danish Ministry of Environment 
overhauled the country’s environmental 
permit system in December. The move was 
aimed at making the system faster and more 
flexible. The new system is based on the 
amount of pollutants discharged, rather 
than a company’s production. 

According to Environment Minister Ida 
Auken, in today’s competitive market, it is 
important for companies to be able to shift 
production quickly and easily, and the new 
environmental permit system will make this 
possible. She added that the revised system 
will base environmental approval on the 
amounts discharged into the air, into water 
and onto land by companies and not on the 
amount of milk produced or pigs 
slaughtered. This means that companies can 
expand their production, given there is no 

increase in the discharge of waste. 
The revised environmental permit system 
also increases the time period for which an 
approval is applicable. This means that an 
approval will be applicable for projects 
planned over a number of years. 

The new system will be applicable from 
2015. Currently 5800 companies need 
environmental approval to either begin or 
make changes in production. According to 
the press release, although the biggest 800 
firms will require individual environmental 
permits, the process will be considerably 
simpler for the rest of the firms. 

The Danish Government has set an 
ambitious target of sourcing the country’s 
entire energy supply, including electricity, 
heating, industry and transport, from 
renewable energy by 2050. 

What this means for you
Jens Pultz Pedersen – Director PwC Denmark – “From 
a general perspective, the major impact on business in 
Denmark right now is the possible cancellation of 
binding targets regarding implementation of 
renewable energy solutions under the VE Directive. 
Businesses within biofuel, biogas, solar energy and 
wind fear the demand for their products will 
disappear without political pressure from EU targets.”

http://www.publications.pwc.com/
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EU
European Commission publishes a 2030 
framework for climate and energy policies
A framework presented by the European 
Commission on 22 January 2014 seeks to 
drive continued progress towards a 
low‑carbon economy by 2030. It aims, the EC 
states, to build a competitive and secure 
energy system that ensures affordable energy 
for all consumers, increases the security of 
the EU’s energy supplies, reduces our 
dependence on energy imports and creates 
new opportunities for growth and jobs.

The core elements of the 2030 framework 
for climate and energy policies include a 
40% emission reduction target by 2030, a 
binding 27% renewables target and a 
non‑binding 25% energy efficiency target.

The Communication setting out the 2030 
framework will be debated at the highest 
level, in particular in the European Council 
and European Parliament. It is accompanied 
by a legislative proposal for a market 
stability reserve for the EU emissions 
trading system (EU ETS) starting in 2021, to 
improve its robustness. A report on energy 
prices and costs in Europe, published 
alongside the Communication, suggests that 
the rising energy prices can be partly 
mitigated by ensuring cost effective energy 
and climate policies, competitive energy 
markets and improved energy efficiency.

What this means for you
Ronan O’Regan – Director and head of renewables 
PwC UK and head of renewables – “A clear target 
on renewables is positive because the industry 
currently only has visibility on investment to 2020. 
Any plan for putting this proposal into action will 
also have to address the concerns of large energy 
users around the competitiveness of UK industry 
relative to regions with lower energy costs. Policy 
makers and industry now realise that this is an issue 
that is not going away and has no easy solution.”

Lit Ping Low – climate economist PwC UK – “Even 
to meet the 2020 targets, much of the low‑hanging 
fruit, which relates primarily to energy efficiency, 
has been exhausted. Estimates suggest the EU 
needs to increase the share of renewables to be 
around 27% of total energy mix (or 34% of total 
power generation). This is 50% more than current 
policies are expected to deliver for some sources 
such as wind, solar or tidal.” 

http://www.publications.pwc.com/
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EU
EU reaches agreement on automobile 
emissions 
Following months of discussion, EU Member 
States finally struck a deal in late November 
on carbon dioxide emissions rules for new 
cars. All 28 member nations have endorsed 
the new emissions standards.

The earlier agreement drafted in June 
required new cars across the EU to comply 
with the 95 grams of carbon dioxide per 
kilometre limit by 2020, but the new deal 
drawn following Germany’s opposition to 
the previous agreement extends the timeline 
for implementation of the limit by a year. 
According to the latest agreement, auto 
makers need to ensure that 95% of their 
fleet meets the set carbon dioxide emissions 
limit by 2020 and 100% by 2021. The 
additional time will allow auto makers to 
use the sales of fuel‑efficient vehicles to 
offset luxury car emissions. 

According to Reuters, currently most auto 
manufacturers in the EU have already met 
or are nearing the 130 grams of carbon 
dioxide per kilometre limit set for 2015. 
With the new limit for 2020, EU now will 
have one of the strictest auto emission 
standards in the world. The latest agreement 
amends flexibility rules to offer more 
latitude to the makers of luxury 
automobiles, which emit more than smaller 
cars. The ceiling on the use of super‑credits 
has been raised from the originally proposed 
2.5 grams of carbon dioxide per kilometre to 
7.5 grams of carbon dioxide per kilometre, 
reports Ends Europe. Citing Cambridge 
Econometrics, a UK based consultancy, 
Reuters reports that the new tighter limit 
will result in saving worth €70bn on 
oil imports.

The rules will be reviewed in 2015 to set 
tougher limits to be implemented after 2020.

http://www.publications.pwc.com/
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According to Europa, close to 100bn plastic 
bags, the majority of them lightweight, were 
placed on the EU market in 2010. The annual 
per capita consumption of lightweight plastic 
bags in Member States varies from 4 bags in 
Denmark to 466 bags in Portugal, Poland 
and Slovakia. The wide variation in 
consumption makes it difficult to implement 
the previously considered 80% EU‑wide 
reduction target. According to Environment 
Commissioner Janez Potocnik, with some 
Member States already successful in 
significantly reducing plastic bag use 
through levies and other measures, 80% 
reduction in consumption across the EU is 
possible, if the rest of the nations follow suit. 

EU
European Commission adopts proposal 
to cut plastic bag consumption
According to a proposal tabled by the 
European Commission on 4 November, 
Member States are required to cut the use of 
lightweight plastic carrier bags, which are 
frequently used just once but continue to 
pollute the environment in the form of 
microscopic particles for centuries. Measures 
such as national reduction targets, a ban on 
the use of such carrier bags under certain 
conditions or levies may be used for this.

The proposal amends articles 3 and 4 of 
Directive 94/62/EC on packaging and 
packaging waste. The amended article 3 
calls for cuts in the consumption of single use 
carrier bags with less than 50 microns 
thickness, while the revised article 4 allows 
Member States to use economic instruments 
including charges, targets and marketing 
restrictions to achieve this goal. According to 
Ends Europe, a derogation of article 18, 
which prohibits measures that ban the 
placement of packaging on the EU market, 
has been proposed to allow market 
restrictions. 

http://www.publications.pwc.com/
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EU
EC guidance on energy markets marks 
the end of costly renewable subsidies
The European Commission issued guidelines 
on making the most of state interventions, 
reforming existing schemes, particularly 
subsidies supporting renewable energy, and 
designing new schemes in a communication 
published on 5 November. According to EU 
Energy Commissioner Guenther Oettinger, 
public interventions should be cost‑effective, 
adaptable and enable the delivery of secure 
and affordable energy to households and 
businesses. The communication provides 
Member States with the information, 
guidance and best practices for the best 
possible national schemes. 

Renewables like solar and wind, dependent 
on new technologies, required State support 
to develop over the past few years, but 
further advances together with increasing 
production and falling investment costs 
signify the need to reform renewable energy 
support schemes. The communication 
recommends limited necessity‑based 

financial support aimed at promoting 
competitiveness. It calls for flexible support 
schemes that can adapt to falls in production 
costs, which means replacement of 
feed‑in‑tariffs with feed‑in‑premia or other 
instruments that incentivise market 
responsiveness. The communication 
recommends not using retroactive or 
unannounced changes in support schemes. It 
urges increased coordination of renewable 
energy schemes across Member States for 
lower costs. 

The communication also addresses back‑up 
capacities for renewable energy. This includes 
gas and coal fired power plants that can be 
switched on and off as required. The best 
practices, it says, for designing cost efficient 
back‑up capacities include analysis of the 
causes behind inadequate generation prior to 
capacity mechanism decision‑making and the 
removal of distortions such as high renewable 
energy subsidies or regulated prices that 
prevent the delivery of incentives relative to 
the investment in generation capacity. 

It concludes that both the national and the 
EU‑wide market should be considered while 
designing the back‑up mechanism.

Although the communication constitutes a 
list of recommendations, it is relevant to the 
EU energy legislation and the EU State aid 
rules as it sets out parameters that will be 
considered by the Commission while 
assessing public interventions related to 
renewable energy support, capacity 
mechanism and consumer demand response 
measures. According to Europa, the 
Commission is considering legally binding 
measures to ensure that the principles are 
fully put into practice.

By 2020 the EU aims to increase the 
contribution of renewables in the overall 
energy mix to 20%, to improve energy 
efficiency by 20% and to reduce greenhouse 
gas emissions by 20%. 

http://www.publications.pwc.com/
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EU
European Parliament gives green light 
to backloading
The European Parliament voted in favour of a 
proposal to temporarily withhold carbon 
allowances from the European Union (EU) 
Emissions Trading Scheme (ETS), in a 
process known as backloading. The delay in 
carbon permit auctioning is aimed at 
boosting their price and encouraging low 
carbon innovation, according to a press 
release by Europa. 

Earlier this year in July the parliament 
backed an amendment that allows the 
commission to change the timing of auctions 
under exceptional circumstances. The 
amendment includes a number of conditions 
for the backloading process to take effect. 
Among these is the condition that impact 
assessments are undertaken to ensure that 
there is no significant risk of ‘carbon leakage’, 
which could occur if industries choose to 
relocate outside of the EU to avoid ETS. 
According to Europa, the commission can 
only make a single adjustment covering a 
maximum of 900m allowances until 2020.

The new backloading proposal was passed by 
a simple majority, with 385 members of the 
parliament voting in favour of the proposal, 
284 against it and 24 abstentions. According 
to Matthias Groote, who is a member of 
Germany’s Social Democratic Party and is 
steering the proposal through the parliament, 
backloading is necessary for the EU ETS to 
achieve its objective. The EU Climate Change 
Committee is expected to vote on the revision 
of auctioning regulation this month. 
Backloading is expected to start before June. 
The Commission is supporting an approach 
that links backloading volume to the quarter 
in which its implementation begins. 
This means that 400m allowances will be 
auctioned, if backloading starts in March and 
300m, if it starts in April, May or June as 
there would be a reduction of 100m 
allowances for every quarter of delay, which 
would be included in the backloading volume 
of 2015 and 2016 equally. 

EU takes action against air pollution
EU law makers put forth a new proposal 
against air pollution in December. According 
to Reuters Point Carbon, the proposal sets 
stricter limits on medium sized combustion 
installations like power stations and includes 
measures to ensure compliance with existing 
air quality standards, which many Member 
States have failed to implement. It goes 
further though and sets revised standards to 
be reached by 2020 and 2030, including for 
the first time methane gas and fine dust, 
known as PM2.5 (particulate matter), 
associated with cardiovascular disease and 
lung cancer.

According to Ends Europe, the part of the 
proposals which revise the National 
Emissions Ceilings Directive (NECD) sets 
emission reduction targets relative to 2005 
levels of 33% for methane by 2030 with 
targets of 22% and 51% for PM2.5 by 2020 
and 2030 respectively. Other revised 
emission reduction targets on a similar basis 
include 59% and 81% for sulphur dioxide, 
42% and 69% for nitrogen oxide, 28% and 

50% for volatile organic compounds, and 6% 
and 27% for ammonia. 

All Member States are also required to 
develop air pollution control programmes 
and review them every two years, Ends 
Europe continues. In an attempt to help 
states achieve their targets, the proposal 
includes a provision allowing certain levels 
of nitrogen oxide, sulphur dioxide and PM2.5 
emissions from various sources to be offset 
by cuts in their levels in the maritime sector 
in the same year. 

According to Point Carbon, the estimated 
direct cost of air pollution to society is €23bn 
per year, while the proposed measures are 
expected to save €40bn per year in health 
benefits alone. The proposed legislation will 
cut the number of air pollution related 
deaths by 58,000 by 2030, adds the news 
source. 

http://www.publications.pwc.com/
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EU
EU consults on revised State aid 
guidelines for environmental and 
energy projects
As part of a broader initiative to update EU 
State aid rules, the commission launched a 
consultation on revised guidelines to assess 
public support for environmental and energy 
projects. The proposal expands the scope of 
guidelines to include energy, while 
simplifying and clarifying State aid 
measures. Existing guidelines, which came 
into force in 2008, expire at the end of 2014. 

With the cost of renewable energy decreasing 
and penetration increasing, there is a need 
for a shift to more market friendly State aid 
measures such as certificate schemes or 
market premiums, reports Europa. According 
to the press release, such changes will 
facilitate the integration of renewable energy 
in the electricity market and encourage the 
development of new forms of renewable 
energy. The new draft rules also address 
generation adequacy restricting aid, which 

disproportionately favors certain 
technologies or national generation. Under 
the new rules, projects aimed at developing 
energy infrastructure in underdeveloped 
areas and promoting the flow of energy 
between Member States will be given 
preference. 

As renewable support is often linked to 
energy prices, more State aid means higher 
electricity cost, which hampers the 
competitiveness of energy intensive 
companies and increases the risk of ‘carbon 
leakage’ caused by relocation of such firms 
outside of the EU to avoid higher costs. 
According to the press release, the revised 
rules will reduce the financial burden on 
energy intensive firms and limit market 
distortion. The proposal includes categories 
like clean up support, public loans to make 
buildings more energy efficient, aid to improve 
district heating and support to remedy 
contamination covering up to 40% of energy 
and environmental finance under the General 

Block Exemption Regulation. This means that 
Member States can grant aid for the exempted 
categories without prior assessment.

The consultation will be open for public 
comments till 14 February. 

http://www.publications.pwc.com/
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Germany
Germany considers cuts in wind 
energy support
According to reports, the German coalition 
partners have agreed to cut the feed‑in tariff 
for onshore wind energy in areas where its 
production is strong in an effort to address 
the issue of rising energy costs. The change 
will only apply to new wind farms with no 
impact on existing plants and solar power 
production facilities.

The feed‑in‑tariff scheme is based on a 
regression system whereby the level of 
support is dependent on the total installations 
of the prior year. The regression system is 
designed to better align financial support for 
new installations with the decreasing cost of 
technologies. 

Overhauling the country’s renewable‑energy 
subsidy law will be a priority for the 
government, reports Bloomberg citing the 
Chancellor Angela Merkel. Earlier this year in 
March the Chancellor and the Environment 
Ministers of the country’s 16 federal states 
agreed that they would not retroactively 
interfere with subsidies for existing 

renewable energy plants. Merkel has been in 
search of ways to cut the cost associated with 
renewables expansion. 

The coalition partners also agreed to reduce 
the offshore wind target from 10 gigawatts to 
6.5 gigawatts for 2020. Other decisions 
include reduced biomass energy support, 
review of renewable energy surcharge 
exemptions received by some 2300 firms and 
a temporary ban on fracking due to 
safety concerns.

German Renewable Energy Law (EEG) 
questioned, as State aid procedure 
initiated by EC
The European Commission has initiated a 
State aid procedure against Germany to 
examine regulations under the German 
Renewable Energy Law (EEG) extensively 
exempting large electricity‑consuming 
enterprises from payment of the EEG 
apportionment. In this context, the 
Commission will clarify whether this 
privilege is compatible with EU Competition 
Law. From the Commission’s point of view, 
the privilege is a subsidy as it is financed 

through State resources. This form of subsidy 
may bring the beneficiaries a selective 
advantage and distort competition within 
the EU Internal Market. However, the 
outcome of the procedure is uncertain. 

If the privilege is found to be an unlawful 
subsidy, recoveries may be due for the last 
ten years. 

Watch this space for developments as the 
parties have signalled they’re prepared for 
negotiations on this issue.

http://www.publications.pwc.com/
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South Africa
South Africa implements energy 
efficiency tax incentive
Regulations were published on 9 December 
2013 to provide details of the basis for 
claiming South Africa’s energy efficiency 
incentive (under section 12L of the Income 
Tax Act), which had been announced on 
8 November 2013 would become operative 
with effect from 1 November 2013. The 
incentive provides for an allowance of ZAR 
0.45 per kilowatt hour or equivalent of 
energy efficiency savings achieved for a tax 
year against a baseline at the beginning of 
the year. It should be noted that the incentive 
is effectively allowed only for the tax year in 
which the savings are achieved as the 
baseline is adjusted on an annual basis by 
taking into account the energy use for the 
previous year. 

In order to claim the allowance, a person 
would need to register with the South African 
National Energy Development Institute 
(SANEDI), appoint a measurement and 
verification professional to compile a report 
of the energy efficiency savings and obtain a 
certificate from SANEDI.

The allowance is not available for energy 
generated from renewable sources or 
co‑generation, other than from waste heat 
recovery, or where any concurrent benefits 
for the energy efficiency savings are received 
from local, provincial or national government 
or certain public entities. 

http://www.publications.pwc.com/
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(MWh) compared to the provisional price 
announced in June. It also cuts onshore wind 
support by GBP£5 (USD$8.2) compared to 
the provisional figures for the period from 
2015 to 2019.

Strike prices are guaranteed prices for 
electricity generated under the ‘contracts for 
difference’ (CfD) scheme. Under the Energy 
Act 2013 then enacted on 18 December, CfDs 
are available to investors in renewable, 
nuclear and, carbon capture and storage 
(CCS) projects, to assist in securing the large 
upfront capital costs for low carbon 
infrastructure and at the same time protect 
consumers from rising energy bills. 

According to the announcement, strike 
prices for offshore wind will be introduced at 
GBP£155 (USD$255) per MWh in 2015/16 
before dropping to GBP£150 (USD$247) in 
2016/17 and GBP£140 (USD$230) over 
2017‑19. Onshore wind will get a subsidy of 
GBP£95 (USD$156) per MWh over period 
2015‑17, before dropping to GBP£90 
(USD$148) over 2018/19. 

The strike prices for large solar plants will 
also be cut by GBP£5 (USD$8.2). Solar 
subsidy will be introduced at GBP£120 
(USD$197) per MWh in 2015/16 and, will be 
gradually reduced to GBP£115 (USD$189) in 
2016/17, GBP£110 (USD$181) in 2017/18 
and GBP£100 (USD$165) in 2018/19. 

The strike price for biomass conversion will 
remain constant at GBP£105 (USD$173) per 
MWh over the period from 2015 to 2019. 

With the current spot wholesale energy 
prices at around GBP£50 (USD$82) per 
MWh, the set strike rates offer considerable 
support to renewable projects enabling them 
to compete with mature technologies, 
reports Reuters. According to the 
government estimates, by 2020 close to 
GBP£40bn will be invested in developing 
renewable energy projects. By the end of the 
decade Britain aims to double its installed 
renewable energy production capacity, 
currently 20 gigawatts, to meet the pledged 
emissions reduction targets and phase out 
ageing coal‑fired and nuclear plants.

UK
UK backs offshore wind, cuts onshore 
wind support 
The UK has announced an increase in 
offshore wind subsidies, while scaling back 
onshore wind support. The decision 
announced in the first half of December 
increases the strike price for offshore wind 
farms that begin operating in 2018/19 by 
GBP£5 (USD$8.2) per megawatt hour 

http://www.publications.pwc.com/
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President Obama orders federal 
agencies to boost renewable energy use 
up to 20 percent by 2020 
On 6 December President Obama issued a 
memorandum directing federal agencies to 
increase the share of renewable power in the 
government’s energy portfolio to 20 percent 
by 2020. This means that federal bodies 
need to nearly triple their use of wind, hydro 
and solar energy; this is a much more 
ambitious target than the 2005 directive 
requiring agencies to use renewable power 
for 7.5 percent of their energy needs 
by 2013.

The directive, which covers civilian as well 
as military federal agencies, is the latest 
initiative under the Climate Action Plan 
announced by the President in June last 
year. The plan aims to cut greenhouse gas 
emissions in the US, prepare the country for 
the effects of climate change and 
demonstrate leadership in international 
talks on climate change. 

According to President Obama, the federal 
government should lead the fight against 
climate change by example. The new 
memorandum calls for increase in the use of 
electricity sourced from renewables to 10 
percent by 2015 and 20 percent by 2020. 
Federal agencies can either purchase 
electricity from renewable energy projects 
or install such projects to meet the new goal. 

By 2020 the US aims to reduce carbon dioxide 
emissions by 17% compared to 2005 levels. 

What this means for you
Matt Haskins – Principal, PwC US 
“This follows through on one 
component of the President’s 
Climate Action Plan and 
demonstrates again the 
administration’s desire to move 
forward on its climate agenda 
through executive action in the 
absence of legislation.”

US EPA proposes cuts in renewable fuel 
targets for transport
The 2014 Renewable Fuel Standards (RFS) 
published by the US Environmental 
Protection Agency (EPA) in November 
proposed reduced ethanol and renewable 
fuels use requirements for the year for 
transport fuels. 

The RFS program mandates that various 
transportation fuels contain a minimum 
amount of renewable fuels. The annual 
percentage and volume standards are 
applicable to diesel and gasoline either 
produced or imported during the year. The 
schedule set out in statute aims to gradually 
increase the use of corn‑based ethanol and 
later cellulosic ethanol (made from waste), 
corn stalk or cobs, wood chips or switchgrass, 
with a view to cutting oil imports and 
greenhouse gas emissions. The EPA has the 
power to amend the targets. 

The proposed 2014 standards set the total 
renewable (ethanol) volume requirement at 
15.2bn gallons, which is equivalent to the 
2012 mandate and accounts for a little less 
than 10 percent of automobile fuel 
consumption. This volume limit is almost 
16 percent less than the original target of 
18.15bn gallons set in 2007. Many oil 
companies have argued that the reduction is 
appropriate because ethanol has reached a 
“blend wall” beyond which additional ethanol 
content in fuels can damage vehicles, but 
biofuel supporters have rejected that claim. 
The EPA explains the volume cut by reference 
to the drop in gasoline consumption caused 
by improvement in auto fuel economy and 
other economic factors. 

The new target for cellulosic ethanol is 
around 17m gallons, while the volume 
mandate for advanced biofuels as a whole is 
2.2bn gallons.
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United States
US considers streamlining energy tax 
incentives
On 18 December, the Chairman of the 
Senate Finance Committee Max Baucus 
introduced a proposal aimed at streamlining 
energy tax incentives. The proposal would 
consolidate 42 current federal tax breaks 
into two broad clean electricity and 
transportation fuel incentives but end 
existing tax incentives for building energy 
efficiency, more efficient appliances, and 
combined heat and power systems. 

The proposal calls for a “technology‑neutral 
and performance based” tax credit system. 
Under the new plan, tax credits will be 
available to any facility producing electricity 
or transportation fuel that is at least 25% 
cleaner than a baseline set by comparison to 
conventional technologies. Companies could 
choose either production or investment tax 
credits, which would be scaled in value 
based on how clean the technology is. Once 
the country’s average electricity and 
transport fuel generation emissions drop by 

25% compared to 2013 levels, the credits 
will be phased out over four years. The new 
credits would take effect from 2017, with 
several current incentives being extended 
through 2016 as part of the transition to the 
new scheme. 

These proposals are a result of an extensive 
consultation process in the Senate Finance 
Committee and meant to complement an 
overall reform of the US corporate income 
tax system that would reduce the top 
marginal rate from its current 35%. The 
energy proposals are the fourth in a series of 
white papers released by Chairman Baucus 
and the committee staff.

What this means for you
Matt Haskins – Principal, PwC US – “The outlook for corporate tax 
reform is unclear, particularly since Chairman Baucus now has 
been nominated to be the next US ambassador to China. However, 
these proposals could be a blueprint for subsequent Congressional 
action, and both developers and investors will be paying close 
attention to them.”
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Design of Australia’s new Direct Action 
carbon reduction scheme proposed 
The Australian Government has proposed, 
in a Green Paper, to introduce an Emissions 
Reduction Fund using a reverse auction 
process to buy back the lowest‑cost 
abatements. This is, for example, the same 
approach used for buying back water.

As an alternative to a carbon tax/ emissions 
trading scheme, the buy‑back model focuses 
on activities that reduce emissions. This is 
the basis of the United Nations Clean 
Development Mechanism, which the 
Australian Government notes has to date 
generated approximately 1.4 billion tonnes 
of emissions reductions. 

As set out in the Direct Action Plan, the 
Emissions Reduction Fund will extend from 
1 July 2014 to 2020 and will include initial 
allocations of AUS$300m (USD$263m), 
AUS$500m (USD$439m) and AUS$750m 
(USD$658m) over the forward estimates.

The lowest‑cost abatement projects might be 
projects to clean up waste coal mine gas, 
clean up power stations or to capture landfill 
gas, the foreword to the Green Paper notes. 
Projects may be, it continues, for improving 
energy efficiency in commercial buildings, 
replanting marginal lands, improving soil 
productivity or reforestation.
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China
China’s ETS market trades reach 
445,500 tonnes in 2013
China’s emissions trading system (ETS) has 
made good progress with the total trading 
volume standing at 445,500 tonnes by 31 
December 2013, with a total value of RMB 
24.9 million yuan (USD $4.09 million), 
according to market research by SinoCarbon 
Innovation and Investment Co. Ltd. 

Among the seven pilot cities and provinces, 
five had successfully launched their 
initiatives within 2013 as originally planned. 
They are Shenzhen (18 June), Shanghai (26 
November), Beijing (28 November), 
Guangdong (19 December), and Tianjin 
(26 December). Programs for Chongqing and 
Hubei are believed to be under 
active preparation. 

The total scale of allocations for the five 
active markets reached 730 million tonnes in 
2013, growing to 800 million tonnes if 
reserves are taken into account and making 
China the world’s second largest carbon 
trading market after the European Union. 

Shenzhen, with the longest history of trading 
records (albeit only nearly a half year), 
accounted for 53% of the total trading values 
at a total volume of 197,300 tonnes. Despite 
its short history, trading activities in Tianjin 
proved to be particularly active, with a 
trading volume of 4,300 tonnes within the 4 
days in 2013. On total trading values, the 
Guangdong market was ranked second with 
29% of the total while market activities in 
Beijing and Shanghai were more moderate at 
RMB 133,000 yuan (USD $21,821) and RMB 
646,000 yuan (USD $105,989) respectively. 

Prices in the carbon markets varied 
significantly. Prices for Shenzhen were 
among the highest, fluctuating in the range 
per tonne of RMB 60‑80 yuan (USD 
$9.8‑13.1), followed by Guangdong at RMB 
60 yuan (USD $9.8) per tonne, Beijing RMB 
50 yuan (USD $8.2), and Shanghai and 
Tianjin at around RMB 30 yuan (USD $4.9). 
Compared with the international carbon 
markets, the price range of Shenzhen is 
similar to that of the California market, 
Guangdong is the equivalent level of the 

Quebec market while Beijing’s prices are 
somewhat higher than the EU‑ETS market. 

It is expected that higher trading volumes 
and values will be recorded in 2014 when all 
the pilot trading schemes are operating fully. 
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New Zealand
New Zealand restricts the use of UN 
emission units after 2015
After 2015 the use of certain types of UN 
emission units will be prohibited in New 
Zealand’s Emissions Trading Scheme (ETS), 
states a government press release. Simon 
Bridges, the Acting Minister for Climate 
Changes Issues, made the announcement on 
6 December. 

Last year New Zealand’s parliament passed a 
bill amending the country’s Climate Change 
Response Act after a review of the emissions 
trading system earlier in the year. The 
amendments removed restrictions on the use 
of foreign carbon offsets in the scheme. But 
with New Zealand’s refusal to sign up to a 
second commitment period under the Kyoto 
Protocol, firms covered by the scheme will 
have restricted access to UN offsets after 
2015. The ban on low cost UN emission units 
may boost New Zealand issued offset prices. 

According to Mr Bridges, it is preferable to 
operate with limited access to UN offsets 
given the uncertainty created by the decisions 
taken at Doha last year, which include 
restrictions on New Zealand’s ability to trade 
such units after 2015, and the inaction on 
international markets at recent Warsaw 
negotiations. The restrictions on the use of 
UN offsets will be implemented from 2016 
onwards. Emission reduction units from the 
first commitment period under Kyoto 
Protocol existing within the ETS may be used 
for offset obligations until 31 May 2015, after 
which they will be ineligible. 

New Zealand has committed to a non‑binding 
target under the United Nations Framework 
Convention on Climate Change (UNFCCC). 
The country aims to cut its emissions by 10% 
to 20% by 2020, and by 50% by 2050, 
compared to 1990 levels. 

http://www.publications.pwc.com/


Global Green Policy Insights
Your environmental tax and regulation update – 1 February 2014

PwC 20

Asia-Pacific

South Korea
South Korea unveils basic plan for its 
emissions trading scheme 
South Korea’s Ministry of Strategy and 
Finance issued a draft plan in December 
outlining elementary principles for the 
country’s emissions trading scheme scheduled 
for launch next year. According to the Korea 
JoongAng Daily, the Finance Minister will also 
act as the emissions permit commissioner for 
the first ten years until 2024. The plan was 
open for comments from the industry until the 
end of January.

South Korea’s carbon market will cover 
individual facilities emitting over 25,000 
tonnes of carbon dioxide per year and 
companies with over 125,000 tonnes of 
carbon emissions over three years. About 500 
companies are expected to face emission caps 
under the scheme. Under the new plan, the 
government will offer free allowances to 
companies covered by the scheme over the 
period 2015‑17 after which the firms will be 
required to purchase a gradually increasing 

share of permits. Companies emitting less 
that the allowable limit can sell their unused 
emissions, while those exceeding the limit 
without purchasing certified emission 
reductions (CERs) will face fines equal to 
three times the market price of carbon 
dioxide, reports the Korea JoongAng Daily.

Legislation for the carbon market was passed 
by South Korea’s parliament, with bipartisan 
support, early in 2012 and in November the 
Presidential Committee on Green Growth 
(PCGG) released a subordinate presidential 
decree which set out many of the details of the 
scheme. The scheme will cover most heavy 
industry sectors including power, steel, 
cement, petrochemical, electronics and 
consumer industrial products manufacturing, 
many of which depend largely on 
export markets. 

South Korea has committed to cut carbon 
emissions by 30% by 2020 compared to 
Business as Usual levels.
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OECD study finds carbon taxes and 
trading schemes most economical in 
reducing emissions
The results of a study conducted by the 
Organization for Economic Cooperation and 
Development (OECD) indicate that compared 
to alternatives like subsidies, feed‑in tariffs 
and industry regulation, explicit carbon 
pricing measures are significantly more 
cost‑effective. The OECD has priced implicit 
measures like abatement incentives, which 
may be a part of other policies, as well as 
more direct methods. According to the OECD, 
carbon taxes and emissions trading systems 
should be the cornerstone of governments’ 
emission reduction efforts. 

The study titled ‘Effective Carbon Prices’ 
compares climate change policies across 
different nations and sectors. It builds on the 
Australian Productivity Commission’s 2011 
report ‘Carbon Emission Policies in Key 
Economies’ expanding the country and sector 
coverage, while using the same methodology. 
Apart from the US, UK, Germany, Japan, 

Korea, Australia and New Zealand, the new 
report also covers France, Denmark, Spain, 
Estonia, Chile, Brazil and South Africa. 
The sectors covered include household 
energy use, electricity production, road 
transport and, cement, pulp and paper 
manufacturing.

Citing the study, the Guardian reports that 
the average cost of abating a tonne of carbon 
dioxide in energy industry is €10, but the 
same would cost €169 with feed‑in tariffs and 
€176 with capital subsidies. In the road 
transport sector, on average it is eight times 
more expensive to cut a tonne of carbon 
emissions using any method other than 
fuel taxes. 

The OECD report concludes that the 
challenge facing the world community in 
relation to climate change is so enormous 
that it can only be achieved by applying 
policies that are as cost‑effective as possible 
and that there is a large scope for 
improvement in this respect.

UN inaugurates the Green Climate Fund 
headquarters amidst uncertainty 
regarding the source of finance
UN Secretary General Ban Ki‑Moon 
inaugurated the headquarters of the Green 
Climate Fund at Songdo, located 40 
kilometres west of South Korea’s capital city 
Seoul, on 4 December. The ceremony was 
attended by the World Bank president Jim 
Yong Kim. Songdo in South Korea was 
selected to be the official host for the fund in 
October last year over places like Geneva in 
Switzerland and Bonn in Germany. 

The Green Climate Fund aims to mobilise 
money to assist poorer nations to reduce 
greenhouse gas emissions and adapt to the 
impacts of climate change. In 2010 rich 
nations pledged to donate USD$10bn per year 
to the fund over 2011‑13 and increase the 
contribution to USD$100bn by 2020. 
The fund was launched at the seventeenth 
session of the Conference of Parties (COP17) 
held at the end of November and early 

December in 2011, where the decision was 
taken regarding the broad design of the fund 
and a commitment was made to 
“operationalize the fund in an expedited 
manner”. Unfortunately, nations have failed 
to reach a concrete agreement on the exact 
source of the funds. 

According to the Korea Herald, over the 
coming years the fund is expected to raise 
USD$800bn, which is comparable to the 
International Monetary Fund (IMF) which 
handles around USD$845bn. But, with the 
rich nations unwilling to put pressure on 
their struggling economies and contribute as 
scheduled, currently the fund only holds 
USD$40m, reports Point Carbon. Although 
countries like Sweden and Norway have 
expressed interest in contributing, the 
uncertainty over finances remains. According 
to a statement given by the UNFCCC head 
Christina Figueres to the Agence France 
Presse, worrying about funding is premature. 
The fund is expected to open for 
capitalisation in the second half of 2014.
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What this means for you
Jonathan Grant – Director PwC UK, sustainability & climate change – “By taking us to the brink of collapse, looking over the 
edge and then pulling back, we come away feeling delighted that any progress has been made at all. A victory was always 
expected, but like the England football team, the COP made this a lot more dramatic than it needed to be. The ‘talks about talks’ 
phase is now over, as countries agreed the agenda for the negotiations and the timeline for coming up with some numbers. With 
the increasing complexity of these summits now, there are a host of decisions, on finance, loss and damage, and the carbon 
markets that will take time to digest.”

Dr Celine Herweijer – Partner PwC UK, sustainability and climate change – “A lot of hope is now being pinned on the UN Climate 
Change Leaders’ Summit that Ban Ki Moon has called for next September in New York. We have to be realistic about how much 
can be achieved there. It could be a trap to think the leader’s summit will resolve issues that five COPs since 2009 haven’t. We 
need to see action at national levels in the first half of this year, a demonstration of intent and ambition from our nations’ 
leaders in September, and real action in Lima. Expectations will be high this year, and the world will be watching.”

A summary of COP 19
The main goals of the climate talks in Warsaw 
were, firstly, to provide an agenda and 
timeline for the negotiation of the new 
agreement due in COP21 in Paris in 2015; 
secondly, developing countries wanted specific 
pledges on finance; and thirdly, an 
institutional arrangement for loss and damage 
was critical. Countries eventually reached a 
deal in all three contentious areas as well as on 
tackling deforestation, according to the closing 
press release for this, the nineteenth, session of 
the Conference of Parties (COP19). 

Durban Platform working group (ADP)
The Durban Platform working group (ADP) is 
expected to input to the 2015 deal. The main 
thrust of the ADP talks in Warsaw was on the 
agenda for the future negotiation and the 
process for submitting and reviewing national 
emissions numbers. The emissions numbers 
section of the ADP text (para 2.b) was watered 
down to reflect Chinese concerns. Although it 
refers to ‘all Parties’, the numbers are 
described as ‘contributions’ rather than 
‘commitments’ or ‘targets’. COP20 in Lima in 
early December 2014 will identify what 
information these targets should include. 

Countries should facilitate clarity and 
transparency – ideally meaning that they will 
use the same baseline year, avoid reference to 
some business as usual scenario and be clear 
about the role of land use change.

The ADP decision invites countries to make 
their contributions by March 2015 (if they are 
ready to do so). This gives six months to review 
their adequacy. The ADP text requests that 
developed countries provide support to 
developing countries for the work to establish 
emissions numbers. It also requests that the 
working group starts drafting a negotiating 
text which should cover mitigation, 

adaptation, finance, technology, 
capacity‑building and transparency of action 
and support among others. There was no 
mention of penalties. Finally it urges 
developed countries to increase action on 
climate change in the pre‑2020 period.

Warsaw international mechanism for loss 
and damage 
There was agreement to establish the Warsaw 
international mechanism for loss and damage. 
It focuses on addressing gaps in knowledge 
and implementation around managing the 
risks associated with extreme events and slow 

onset events such as sea‑level rise and coastal 
inundation was agreed upon. 

Climate finance
On long‑term finance, developing countries 
were apparently looking for a clear 
progression from the $10billion per year 
during the 2010‑12 period to the USD$100 
billion per year in 2020. There were a few 
ad‑hoc pledges of finance from the US, 
European countries and Japan, but in the end 
the Parties decided to continue deliberations 
on long‑term finance and requested the 
secretariat to organize further workshops and 
high level ministerial discussions.
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