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At last month’s United Nations (UN) climate 
change negotiations in Bonn, Germany, 
governments focused on the development  
of a global agreement on climate change  
by 2015 and how to ratchet up action before 
2020. In her closing address, Christiana 
Figueres, the Executive Secretary of the  
UN Framework Convention on Climate 
Change (UNFCCC), appeared optimistic, 
highlighting strong and diverse climate 
action at the national level. But in a survey 
by PwC of members of the International 
Emissions Trading Association, the outlook 
from carbon market participants appeared 
gloomier. According to survey respondents, 
prices for European Union (EU) and  
UN carbon credits will remain below  
€10 (USD$13) and €5 (USD$6.5) respectively, 
at least until 2020. This compares with  
€47 (USD$61) that, on average, respondents 
believe is necessary to shift economies onto 
a low carbon pathway. 

In business there is limited faith in the 
ability of the UN to deliver deep emissions 
cuts. Ninety percent of respondents believe 
that the negotiations will lead to a mixture 
of some legally binding targets and 
voluntary pledges to reduce and limit 
greenhouse gas emissions, but these will fail 
to achieve the goal of limiting the global 
temperature increase to 2 degrees Celsius 
above preindustrial levels.  

Most members expect that domestic action 
will increasingly drive climate policy, and 
this certainly appears to be the case. Over 
the past few months alone we have seen 
governments continue to take matters into 
their own hands to address climate change 
and the growing issues of resource scarcity 
and energy security. 

Carbon pricing has remained at the forefront 
of policymakers’ minds with significant 
recent developments in the efforts of South 
Africa, Ireland, China, Russia, California 
and Quebec in pricing their local emissions, 
whether that be through taxation or trading. 
Meanwhile, the world’s largest carbon 
market – the EU emissions trading scheme 
(EU ETS) – was dealt a blow, when the 
European Parliament voted against a 
proposal to prop-up carbon prices in the 
regional market, which had seen carbon 
trading at record lows. 

Waste reduction and renewable energy have 
also been hot topics in recent months. 
Northern Ireland has introduced a levy on 
single use carrier bags, Scotland and the 
Czech Republic have proposed significant 
changes to their landfill tax regimes and the 
United States and Poland have both put 
forward proposed amendments to their 
renewable energy legislation. 

Welcome to the June 2013 
edition of Global Green Policy 
Insights, your bimonthly update 
on the latest developments  
in environmental taxes, 
regulations and other green 
policies around the world.

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 
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European Union
European Parliament rejects short-term 
fix to carbon market
On 16 April, the European Parliament voted 
against the Commission’s proposal to 
withhold 900 million allowances from the 
EU ETS between 2013 and 2015, in a process 
known as ‘backloading’. 

The proposal was rejected by a small 
margin, with 315 members of parliament 
(MEPs) voting in favour of the proposal, 334 
against it and 63 abstentions. Following the 
vote carbon prices temporarily slumped to 
record lows of €2.63 (USD$3.46) per tonne. 

The backloading proposal, which was first 
published by the European Commission in 
November last year, aimed to address the 
surplus of emissions allowances in the EU 
market. According to Carbon Finance, EU 
ETS compliance data published last month 
showed that the oversupply of allowances 
nearly doubled last year, resulting in a 
surplus of close to 2 billion allowances by the 
end of 2012. The European Commission says 
the increase can be attributed to the use of 
cheaper international offsets and auctions of 
Phase II (2008-2012) and Phase III (2013-
2020) allowances, Carbon Finance reported.

Late last year the European Commission 
published a consultation document, setting 
out six options for structural changes to the 
EU ETS which the Commission says could 
help to achieve a sustainable solution to the 
growing imbalance between supply and 
demand of allowances. The six options 
include increasing the EU’s emissions 
reduction target from 20% to 30% below 
1990 levels by 2020, permanently retiring  
a certain number of Phase III allowances 
from the ETS, increasing the annual 
reduction rate in the number of allowances 
from 1.74%, extending the scope of the EU 
ETS to cover new sectors, limiting access to 
international credits, and introducing price 
management mechanisms such as a price 
management reserve.

Following the parliamentary vote in April, 
the proposal was sent back to the 
Parliament’s Environment Committee for 
further debate and according to a tweet by 
the Committee’s chairman, will be voted on 
again on 19 June. If passed by the 
Environment Committee, the amended 
proposal will proceed to another full 
parliamentary vote in July. 

While reaching a decision on the backloading 
proposal remains a priority in the short-
term, proposals for longer-term structural 
reforms to the EU ETS are also underway. 

http://www.publications.pwc.com/
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European Commission launches 
consultations on 2030 climate and 
energy policies and 2015 international 
agreement on climate change 
The European Commission adopted in late 
March a green paper titled ‘A 2030 
Framework for climate and energy policies’. 
The document, which is open for public 
consultation until 2 July, provides Member 
States and stakeholders with the opportunity 
to express their views on various aspects  
of energy policy in the EU in a 2030 context, 
including the “type, nature and level of 
potential climate and energy targets  
for 2030”. 

According to the green paper, the 2030 
framework “must draw on the lessons from 
the current (2020) framework” and should 
also incorporate the longer term 
perspectives as set out by the Commission in 
its ‘Roadmap for moving to a competitive 
low carbon economy in 2050’, ‘Energy 
Roadmap 2050’ and ‘Transport White Paper’. 

The green paper says early agreement on the 
framework is important in order to provide 
investors with increased certainty and lower 

Durban, South Africa, must be adopted by 
2015 before coming into effect from 2020. 

The European Commission highlights three 
main challenges associated with the design 
and implementation of the 2015 agreement, 
including “ambition for reducing global 
emissions”, “contribution of all major 
economies and all sectors in the global 
mitigation effort” and “mainstreaming 
climate change and the mutual 
reinforcement of processes and initiatives”.

Member States, EU institutions and other 
stakeholders are invited to respond to the 
paper which will feed into the development 
of the EU’s position before 26 June. 

What this means for you
Jonathan Grant – Director, PwC 
United Kingdom – “Companies are 
unlikely to view the 2030 framework 
as ‘investment grade’; only when it 
filters through to specific national 
policy will it start to influence capital 
and operational decisions.”

EU laws exempting non-European 
airlines from EU ETS come into force
A decision to temporarily exempt non-EU 
airlines from participating in the EU ETS is 
now in force, after being published in the 
EU’s Official Journal on 25 April. 

The decision to “stop the clock” on 
enforcement of laws that would require all 
airlines flying to and from the EU to comply 
with the EU ETS, which came into effect on 
1 January 2012, was announced by the 
European Commission in November last 
year. The temporary exemption applies only 
to flights between EU airports and “third 
countries”. “Intra-EU flights and flights 
between the EU and a number of closely 
connected areas and territories” will still  
be required to fully comply with the laws, 
according to a Council of the European 
Union press release.

regulatory risk through to 2030, and support 
the development of a secure energy system 
and competitive economy. Four key “issues” 
are highlighted in the green paper as areas 
for consultation, including targets, 
coherence of policy instruments, fostering 
the competitiveness of the EU economy and 
acknowledging the differing capacity of 
Member States. 

A day before the 2030 framework green 
paper was published the European 
Commission launched a separation 
consultation on how best to design a new 
international agreement on climate change. 
Launching the ‘consultative communication’ 
paper, the European Commissioner for 
Climate Action said it is an “invitation to 
help shape the EU’s position and contribute 
to getting the strongest possible deal in 2015”.

The consultation refers to the development 
of a new “protocol, another legal instrument 
or an agreed outcome with legal force under 
the United Nations Framework Convention 
on Climate Change applicable to all Parties”. 
The legal agreement, which was borne of the 
2011 UN climate change summit held in 

Continued
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The European Commission made the 
decision to suspend enforcement of the laws 
for intercontinental flights to allow the 
International Civil Aviation Organisation 
(ICAO), the UN body responsible for 
international aviation, more time to reach  
a global solution to reduce greenhouse gas 
emissions in the aviation sector. Progress 
was reportedly made at an ICAO meeting 
late last year, where it was agreed that a 
final package of proposals for a global 
solution would be delivered at its 38th 
Session of the Assembly which is scheduled 
to take place in September this year. At the 
meeting it was agreed that a high level 
policy group would be established to 
develop the proposals, and there was 
“explicit reference to the global (market-
based-measures) that the world now needs 
to agree on”. 

Following the third High Level Group 
meeting in Montreal in March, the proposed 
global solution at the September Assembly 
appears likely to be a global offsetting 
scheme, as opposed to an emissions trading 

scheme in the style of the EU ETS. Despite 
this progress, attempts at reaching a 
consensus are seemingly hampered by 
disagreements over areas such as whether 
developed and developing countries should 
shoulder the burden equally, and how to 
account for a country’s aviation emissions. 
The Commissioner for Climate Action has 
made clear that if the ICAO fails to deliver 
an ambitious, global plan at its Assembly in 
September, the EU laws would be 
reintroduced immediately. 

The November announcement followed 
months of debate and mounting 
international pressure on the European 
Commission to back down from enforcing 
the laws on non-European airlines. During 
2012, seventeen countries banded together 
in opposition to the EU laws. Two meetings 
in the United States and Russia were 
attended by the group – dubbed the 
‘coalition of the unwilling’ – which included 
representatives from Australia, Brazil, 
Canada, Chile, China, Colombia, India, 
Japan, South Korea, Mexico, Nigeria, Russia, 

What this means for you
Jonathan Grant – Director, PwC United Kingdom – “The decision by the European 
Commission to “stop the clock” on the inclusion of aviation within the EU ETS 
provides a temporary respite from the recent conflict over how to regulate 
emissions in the aviation sector. The future of the regulatory landscape, however, 
is unclear and will remain so until September’s ICAO Assembly meeting. The 
outcome of this will have important implications for businesses. A well-designed 
global solution has the potential to reduce emissions and incentivise investment 
in energy-saving technology, in an equitable and cost-effective manner. The 
alternative, however, is the re-introduction of aviation emissions within the EU 
ETS and potentially the establishment of other unilateral regulatory regimes. This 
would distort competition and place a large administrative burden on airlines, 
while failing to effectively tackle rising emissions within the sector.”

Saudi Arabia, Singapore, South Africa, the 
United Arab Emirates and the United States. 

In days following the European Commission’s 
November announcement, the United States’ 
President, Barack Obama, signed into law a 
bill that would prohibit the country’s airlines 
from paying penalties under the EU ETS. 
Domestic measures had also been taken in 
India, China and Saudi Arabia where 

national airlines were reportedly forced to 
boycott the EU laws based on instructions 
from their governments. Last month the 
European Commission announced that 10 
Asian airlines were facing fines totalling 
over €2.4 million (USD$3.1 million) after 
failing to comply with EU regulations on 
reporting emissions data and not 
participating in the permit system for 
emitting greenhouse gases.

http://www.publications.pwc.com/
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EU adopts proposal for increased 
transparency in environmental and 
social reporting
The European Commission on 16 April 
adopted a proposal for a directive that would 
require “certain large companies and 
groups” to increase transparency in the 
reporting of non-financial information. 

According to a European Commission press 
release, the directive would amend an 
existing accounting directive to improve 
transparency and performance of European 
firms in relation to environmental and social 
matters, and enable them to contribute more 
effectively to the region’s long-term 
economic growth and employment. 

Under the proposal, companies with more 
than 500 employees will be required to 
disclose in their annual reports “relevant 
and material environmental and social 
information,” according to the press release. 
This includes “information on policies, risks 
and results as regards environmental 
matters, social and employee-related 
aspects, respect for human rights, anti-

corruption and bribery issues, and diversity 
on the boards of directors”.

According to the press release, the approach 
aims to keep the administrative burden on 
companies to a minimum, calling for the 
provision of “concise information which is 
necessary for understanding a company’s 
development, performance or position...
rather than a fully-fledged and detailed 
“sustainability” report”. Companies could 
choose to exclude specific areas from the 
report, by providing an explanation for 
doing so, and would have the option of 
reporting at the group level, rather than at 
an individual company level. 

The European Commission says that the 
directive’s non-prescriptive approach aims to 
give companies flexibility “to disclose relevant 
information in the way that they consider 
most useful”. Under the proposal, companies 
could also follow national or international 
guidelines, such as the UN Global Compact, 
ISO 26000, or the German Sustainability 
Code, if considered appropriate.

Under current EU legislation, companies can 
choose to disclose in their annual accounts 
non-financial information such as 
environmental, social and other aspects of 
their activities. However, according to the 
European Commission press release, “the 
requirements of the existing legislation have 
proved to be unclear and ineffective and 
applied in different ways in different 
Member States” and fewer than 10% of the 
region’s largest companies regularly disclose 
such information. 

Plans to increase the transparency of 
companies’ non-financial and diversity 
information were contained in the European 
Commission’s ‘Single Market Act’’ of April 
2011, ‘A renewed strategy 2011-2014 for 
corporate social responsibility’ 
Communication issued in October 2011 and 
the ‘Action plan for company law and 
corporate governance’ adopted in December 
last year. The European Parliament has also 
since adopted the resolutions, ‘Corporate 
social responsibility: accountable, 
transparent and responsible business 

behaviour and sustainable growth’ and 
‘Corporate social responsibility: promoting 
society’s interests and a route to sustainable 
and inclusive recovery’.

On the same day as the European 
Commission’s proposal was adopted, the 
International Integrated Reporting Council 
(IIRC) – a global coalition of investors, 
companies, regulators, standard setters and 
other stakeholders, including PwC – launched 
a 90-day consultation on a framework which 
it hopes will enhance corporate reporting at 
a global level. The IIRC is seeking comment 
from a wide range of market participants on 
the draft of its International Integrated 
Reporting Framework. 

Continued
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The International Integrated Reporting 
Framework has been tested through a pilot 
programme involving over 85 companies 
and 50 investors around the world, and 
serves to provide evidence that integrated 
reporting delivers benefits both for the 
organisation and for its stakeholders, 
including its investors. According to the 
IIRC, a survey of the pilot programme 
companies revealed that over 90% believe 
that integrated reporting provides a clearer 
view of the business model, breaks down 
internal silos and increases board focus on 
exactly what the key performance indicators 
(KPIs) for the business should be. 

What this means for you
Richard Sexton – Global Assurance Leader Elect, PwC United Kingdom – “It is 
becoming increasingly clear that if companies provide a more cohesive view of 
their business it can improve their access to capital and resources. Companies 
providing the best information in communicating their decisions are also far 
more likely to develop the right strategies and business models to succeed.  
In an environment where the public, investors, regulators, politicians and 
commentators continue to challenge companies for failing to communicate 
effectively, there is also a trust issue at stake here. A less than coherent or partial 
view of a company’s performance and prospects can also undermine confidence 
in the business.”

http://www.publications.pwc.com/
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Ireland
Ireland: Commencement of Solid Fuel 
Carbon Tax Order 2013
Solid fuels, including coal and peat, became 
subject to Ireland’s carbon tax on 1 May, 
following an announcement in Ireland’s 
2013 Budget late last year. Application of the 
tax to coal and peat had been postponed 
until after the winter period in recognition 
of the increased reliance of low-income 
households on solid fuels during this period, 
according to the Houses of the Oireachtas 
(Parliament) website. 

Ireland first introduced a carbon tax on 
other fossil fuels in its 2010 Budget and at 
the time, made application of the tax to solid 
fuels subject to a Ministerial 
Commencement Order. According to the 
Houses of the Oireachtas website, this 
approach was adopted to “allow time for a 
robust mechanism to be put in place to 
address the risk of coal products with lower 
environmental standards being sourced 
from outside the State”. 

Petrol and auto diesel first became subject to 
the carbon tax at a rate of €15 (USD$19.99) 
per tonne of carbon dioxide in 2010. In 2012 
the tax rate increased to €20 (USD$26.66) 
and kerosene, marked gas oil, liquid 
petroleum gas, fuel oil and natural gas also 
became subject to the tax. The carbon tax 
rate is expected rise to €30 (USD$39.99)  
by 2014. 

For solid fuels, the carbon tax is now being 
introduced in two phases – €10 (USD$12.88) 
per tonne of carbon dioxide emissions from 
1 May this year, and a further €10 per tonne 
from 1 May 2014.

Czech Republic
Czech Republic proposes to double 
landfill charge and considers ban 
on landfill
According to ENDS Europe, the Czech 
Ministry of Environment is planning to 
increase its landfill fee and is considering 
imposing a ban on municipal waste being 
sent to landfill that cannot be recycled or 
re-used. 

A press release issued by the Ministry last 
month confirms that a working group has 
been established to draft new waste 
management legislation which could be 
tabled as early as the end of this year, ENDS 
Europe reported. The ban on landfill for 
municipal waste could apply within ten 
years of the new legislation coming into 
force. Incineration would replace landfill as 
a method to dispose of municipal waste, 
which is in line with EU guidance and ‘waste 
hierarchy’, according to ENDS Europe.

The working group established by the 
Environment Minister will recommend a 
maximum charge for waste sent to landfill 
and consider whether country is “technically 
ready for the landfill ban in ten years”, ENDS 
Europe reported, quoting the Environment 
Minister. The Minister has reportedly 
proposed to double the existing charge on 
landfill, which according to EU level data, 
was 500 koruna (USD$24.74) per tonne of 
waste in 2011.

The increase in the landfill fee and an 
ultimate ban on landfill would help the 
Czech Republic to achieve the EU target of a 
65% reduction in biodegradable waste sent 
to landfill by 2020, compared to 1995 levels. 
Quoting a report by the European Topic 
Centre on Sustainable Consumption and 
Production, ENDS Europe reported that in 
2010, 90% of the country’s biodegradable 
waste was buried. 

http://www.publications.pwc.com/
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Jordan
Jordan launches national climate 
change policy
Jordan has launched its first nationwide 
climate change policy, according to a report 
in the Jordan Times. The policy has been 
developed by Jordan’s Ministry of 
Environment in collaboration with the 
National Energy Research Centre, the UN 
Development Programme (UNDP) and the 
Global Environment Facility, the largest 
public funder of projects to improve the 
global environment. 

The Ministry of Environment’s secretary 
general said that “Jordan is the first country 
in the Arab region to prepare a national 
policy that addresses climate change and its 
impact on vital sectors and development”, 
the Jordan Times reported. Quoting the 
policy paper, the Jordan Times wrote 
“Jordan faces serious potential impacts on its 
natural ecosystems, on its river basins, 
watersheds and its biodiversity; then 
cascading to impacts on food productivity, 
water resources, human health, public 

infrastructure, and human settlements”. The 
policy paper reportedly assesses the current 
conditions of a number of sectors in Jordan 
that are expected to be most impacted by 
climate change and makes recommendations 
for adaptation measures in order to reduce 
greenhouse gas emissions. According to the 
Jordan Times, these sectors include energy, 
transportation, solid waste and wastewater, 
land use and forestry, agriculture, water, 
biodiversity, health, coastal areas and tourism.

According to earlier reports on the Science 
and Development Network website, the 
climate change policy paper recognises  
the impact of climate change on food prices 
and the spread of diseases locally, which 
makes Jordan’s women and children 
particularly vulnerable. The paper also 
considers the status of other vulnerable 
groups with low adaptive capabilities, and 
sets out practical examples of adaptation 
measures, including the restoration of 
Jordan’s heavy polluted Zarqa River,  
to boost the country’s water resources. 

Amendments to Jordan’s environmental 
legislation, which the Science and 
Development Network says has not changed 
since 2005, are recommended in the policy 
paper in order to bring the country’s laws 
into compliance with the UN conventions  
on climate change, biodiversity and 
desertification.

According to the Science and Development 
Network, Jordan nation ranks fourth in the 
World Bank’s list of the poorest countries in 
terms of water resources.

http://www.publications.pwc.com/
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Poland
Poland to amend renewable energy bill 
to adopt “more balanced economic 
approach”
Poland’s Deputy Economy Minister has 
announced that the country’s draft 
renewable energy bill will be revised to 
adopt a “more balanced economic approach” 
to subsiding renewable energy, according to 
Bloomberg. Government estimates show 
that public spending on renewable energy 
subsidies could increase from 5.5 billion 
zloty (USD$1.74 billion) to 10.8 billion zloty 
(USD$3.4 billion) between 2014 and 2020 if 
no changes are made.

Poland’s draft renewable energy bill was 
originally to be introduced at the end of 
2010, but has been repeatedly delayed. 
National legislation in Poland is required to 
promote the use of energy from renewable 
sources, in line with European Directive 
2009/28/EC. 

An initial version of the draft renewable 
energy bill was published in December 2011, 
and has since undergone a series of 
iterations. 

A second draft was published in July last 
year, which proposed different support 
levels for various renewable technologies. 
Support for co-firing was to be significantly 
reduced under the revised draft, with more 
funding to be directed towards 
microgeneration and small-scale projects.

In October last year, the latest version of the 
draft renewable energy bill was published, 
with a view to the new legislation coming 
into effect on 1 January this year. According 
to ENDS Europe, the latest draft favours 
wind and solar technologies, but provides 
support generally for all renewable 
technologies. 

According to the Deputy Economy Minister’s 
latest announcement, further updates to the 
draft bill will emphasise support for biomass 
and wind plants, over solar photovoltaic 
installations, Bloomberg reported. The 
Minister told Bloomberg that “(the 
government) don’t plan a retreat from 
support, but (they) see that progress in 
technology allows (them) to reduce rates 
proposed earlier”. 

Poland, which currently relies on coal for 
90% of its electricity, is bound to a national 
renewable energy target of 15% of total 
consumption by 2020 and has come under 
increasing pressure in recent months to 
adopt renewable energy legislation.

http://www.publications.pwc.com/
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Romania
Romania introduces green stamp tax on 
passenger cars
A new ‘green stamp’ tax on passenger cars 
came into effect in Romania on 15 March. 
The green stamp tax replaces Romania’s 
‘first registration tax’ and is payable once per 
car, either when it is first registered on the 
market or on its first sale.

The new methodology for calculating the 
green stamp tax means that owners of older 
cars – being cars with non-Euro, Euro 1 and 
Euro 2 category engines – will see a 
reduction in tax payable of between 60% 
and 90% compared to the first registration 
tax. The decrease is said to reflect the fact 
that these cars are reaching the end of their 
life cycle and so polluting less.

Owners of Euro 3 and Euro 4 category 
vehicles will face an increase in the tax of 
around 10%. The rate for Euro 5 vehicles 
remains unchanged from the old first 
registration tax, and Euro 6 vehicles, 
electrical cars and hybrids are exempt from 
the tax.

The amount of green stamp tax payable on 
Euro 3, Euro 4 and Euro 5 vehicles will be 
calculated based entirely on its carbon 
dioxide emissions, as indicated on the 
vehicle’s registration certificate. For non-
Euro, Euro 1 and Euro 2 vehicles, the green 
stamp tax will be based on engine capacity, 
as it was under the first registration tax.

In addition to passenger cars, Romania’s 
green stamp tax also applies to vehicles 
belonging to the country’s educational, 
health and other public administration 
services, as well as cultural institutes, 
ministries, foreign governments, non-profit 
and charitable organisations. Vehicles which 
are intended for use in sports competitions 
are also subject to the green stamp tax.

Russia
Russia eyes carbon market as draft 
presidential decree proposes 25% 
emissions reduction target
According to Point Carbon, Russia’s Ministry 
of Economic Development has suggested to 
the Prime Minister that the government 
introduce a nation-wide emissions trading 
scheme. The recommendation was 
contained in a government document dated 
18 March, seen by Point Carbon.

The recommendation follows a request by 
the Prime Minister in January for the 
Ministry of Economic Development to 
conduct a study into the need for an 
emissions trading scheme in Russia and 
consider the steps involved in its creation, 
Point Carbon reported. The Ministry has 
proposed that the scheme commence with 
an 18 to 24 month pilot phase, and that 
organisations such as the European Bank for 
Reconstruction and Development, the 
Business Russia Association and state-
owned banks, Sberbank and VTB, be 
involved in its design. According to Point 
Carbon, the document was light on other 
details of the proposed scheme.

Based on reports by Point Carbon, the 
government document containing the 
recommendations was signed on the same 
day as a draft presidential decree regarding 
Russia’s greenhouse gas emissions reduction 
targets was published on a government 
website. According to the draft decree, 
Russia is planning to reduce domestic 
emissions by 25% by 2020, relative to 1990 
levels. The decree would require the 
government to draft and implement within 
six months a plan to meet the target, Point 
Carbon reported.

According to Point Carbon, Russia has  
been in discussions with neighbouring 
Kazakhstan, Ukraine and Belarus since 
2009 in relation to the creation of a regional 
emissions trading scheme.

http://www.publications.pwc.com/
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South Africa
South Africa publishes second 
consultation on carbon tax
The National Treasury of South Africa has 
launched a second public consultation paper 
on the country’s proposed carbon tax. The 
carbon tax policy paper, titled ‘Reducing 
greenhouse gas emissions and facilitating 
the transition to a green economy’, was 
published on 2 May and is open for 
consultation until 2 August this year. The 
first consultation paper, titled ‘Reducing 
greenhouse gas emissions: The carbon tax 
option’, was published in December 2010. 

According to a National Treasury press 
release, the latest policy paper takes into 
account comments received during the first 
consultation period, and builds on the 
principles established in both the 2010 
policy paper and the 2006 Environmental 
Fiscal Reform Policy Paper. 

The second consultation paper proposes an 
initial tax rate of R120 (USD$13.3) per 
tonne of carbon dioxide, that would increase 
at a rate of 10% per year during the first 
“introductory” phase, from 1 January 2015 
to 31 December 2019. The second phase 
would cover the period from 2020 to 2025, 
with subsequent phases to be “explored at a 
later stage”. According to the National 
Treasury press release, once the proposed 
tax-free thresholds and reliefs are taken into 
account, the effective tax rate would be in 
the range of R12 (USD$1.33) to R48 
(USD$5.32) per tonne of carbon dioxide.

Key design features of the carbon tax, as 
proposed in the consultation paper, include:

• a phased approach to its implementation 

• a basic 60% tax-free threshold of actual 
emissions

• an additional 10% relief for sectors with 
technical or structural limitations to 
reduce process emissions

• up to an additional 10% relief for 
emissions- and trade-intensive sectors 
such as iron and steel, cement and glass, 
to minimise risks of carbon leakage and 
competitiveness concerns

• the availability of offsets to cover 
between 5% and 10% of a firm’s carbon 
tax liability, depending on the sector

• a full exemption from the carbon tax for 
agricultural and waste sectors during the 
first phase, to be reviewed in future 
phases, and

• up to a 70% tax-free threshold for the 
electricity sector, and up to a 90% 
tax-free threshold for certain other 
sectors, during the first phase after 
taking into account the basic tax-free 
threshold, the 10% relief for process 
emissions and the 10% relief for emissions 
intensive and trade exposed sectors. 

Continued
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The National Treasury’s Chief Director of Tax 
Policy told Bloomberg earlier this year that 
he expects the tax to raise between R8 billion 
(USD$0.887 billion) and R30 billion 
(USD$3.326 billion) each year. Several 
options for recycling carbon tax revenues 
have been modelled and are being considered, 
including “reductions in taxes, such as 
corporate income tax, personal income tax, 
direct transfers to households and higher 
levels of investment by the government”, 
according to the consultation paper. 

The Treasury plans to publish draft 
legislation that would give effect to carbon 
taxes later this year, and aims for South 
Africa’s carbon tax to take effect from 
1 January 2015.

During the 2011 annual UN climate change 
summit (COP17), which was hosted by the 
South African government in Durban,  
South Africa’s government reaffirmed its 
2009 voluntary commitment to reduce 
greenhouse gas emissions by 34% by 2020 
and by 42% by 2025, relative to Business As 
Usual levels.

What this means for you
Kyle Mandy – Partner, PwC South Africa – “Business continues to 
have significant concerns with regard to the carbon tax proposals. 
In particular, concerns remain with respect to the appropriateness 
of a carbon tax for South Africa’s electricity sector given the highly 
regulated and monopolistic nature thereof, the ability for Eskom, 
the state owned primary electricity producer, to pass on the cost of 
the carbon tax to consumers and the inability of trade-exposed 
sectors to benefit from relief for scope 2 emissions. Other concerns 
include the appropriateness of the timing of the introduction of the 
carbon tax given the current state of the domestic and global 
economy and South Africa’s status as a developing nation, the lack 
of detail on the revenue recycling proposals and the extent of relief 
for trade-exposed sectors.”
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United Kingdom
UK: Northern Ireland introduces single 
use carrier bag levy 
Northern Ireland’s 5 pence (USD$0.078) 
levy on single use carrier bag came into force 
on 8 April, with consumers now having to 
pay the levy on all single-use carrier bags 
made of plastic, paper or renewable 
resources such as starch.

The law aims to protect the environment  
by discouraging the use of single use carrier 
bags, although the legislation exempts  
bags used for hygiene and food safety, the 
protection of both goods and consumers,  
or confidentiality in respect to prescription 
medicines.

All main retail outlets, including 
supermarkets, convenience stores, clothes 
and shoe shops, electrical retailers, grocery 
stores, off licences, newsagents and hardware 
stores, are covered by the legislation.  

The region’s Department of the Environment 
– responsible for enacting and enforcing the 
levy – says that the objective is to dramatically 
reduce the 250 million single use carrier 
bags used each year in Northern Ireland.

Proceeds of the single use carrier bag levy, 
which retailers must remit to the 
Department of Environment on a quarterly 
basis, will be directed towards the activities 
and programmes of “community and 
voluntary organisations, businesses, schools 
and charities (to) improve the environment”.

Before the introduction of the levy,  
Northern Ireland retailers handed out 
around 30,000 single use bags every hour 
and the objective of the legislation is to 
eliminate around 80% of single use bags 
previously issued by retailers.

What this means for you
Janette Jones – PwC Northern Ireland – “The levy is just one 
element in the Northern Ireland Executive’s ambitious plans to 
reduce environmental pollution and boost recycling. The 
campaign is off to a good start with a number of leading retail 
outlets having indicated that they will withdraw single use bags 
completely to help achieve that goal. But the Northern Ireland 
Executive has even more ambitious plans. Just a month after 
the introduction of the single use bag levy, the Department of 
the Environment launched consultation on a proposal to recycle 
60% of household waste by 2020 – that’s 10% more than the 
European target recycling rate and a really challenging target 
for consumers and the business community.”
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Budget: UK backs shale gas, low 
emissions vehicles and CCS 
Support for shale gas exploration, green cars 
and carbon capture and storage (CCS) were 
among the measures contained in the United 
Kingdom’s 2013 budget, which was unveiled 
on 20 March. 

Following a proposal in the government’s 
2012 budget, tax breaks for businesses using 
low-emission vehicles will now be extended 
through to March 2018. The 2012 budget 
had already extended the tax break, known 
as the First Year Allowance (FYA), through 
to 2015. Under the budget, the eligible 
carbon dioxide emissions threshold for 
claiming the FYA will decrease in 2013  
and again in 2015, when it reaches 75 grams 
per kilometre. 

The 2013 budget also proposed two new tax 
bands for company cars that are ‘ultra low 
emission vehicles’ – meaning emissions of 
0-50 and 51-75 grams per kilometre – 
effective April 2015 and, as expected, an 
increase in fuel duty which had been 
planned for September has been scrapped.

The budget proposed two measures to 
promote the development of the shale gas 
industry in the United Kingdom, including  
a new ‘shale gas field allowance’ and 
extension of the ‘ring-fence expenditure 
supplement’ from 6 to 10 years. The shale 
gas field allowance could reduce the tax rate 
for some shale gas production from 62% to 
30%, however no indication was given in 
relation to how much of the production 
would be covered by the allowance. 
Extension of the ring-fence expenditure 
supplement would allow shale gas 
companies to inflation-proof the tax losses 
incurred in the development costs of shale 
gas projects, by allowing them to increase 
the loss by 10% for up to 10 years. The 
Government plans to consult on these 
changes and will also consider whether they 
could be extended to other forms of onshore 
unconventional gas, possibly including coal 
bed methane. 

The 2013 budget set out the government’s 
plans to advance its £1 billion (USD$1.53 
billion) CCS commercialisation programme, 

by selecting two projects to progress to the 
detailing, designing and planning phase of 
the competition. Last year the government 
announced that it would re-launch the CCS 
competition, after a similar initiative 
collapsed when the government failed to 
reach an agreement with the final applicant 
project – Scottish Power’s Longannet 
coal-fired power plant in Scotland – citing 
technical difficulties. As a part of the 
original competition, the £1 billion was to be 
allocated to a single project, however under 
the current competition the amount will be 
split across more than one project.

Among other measures contained in the 
United Kingdom’s 2013 budget, is an 
extension of the Climate Change Levy (CCL) 
exemption to metallurgical and 
mineralogical process industries, effective 
from April 2014. The CCL is a tax on the 
supply of energy to industrial and 
commercial users, and CCL exemptions or 
discounts are available to highly energy-
intensive processes such as steel, chemicals 
and cement industries. 

What this means for you
Ronan O’Regan – Director, PwC 
United Kingdom – “While the 
budget’s CCS announcement 
represents a further step on an 
already long road for the United 
Kingdom’s CCS industry, the reality is 
that these projects will not be 
operational before the end of this 
decade and will have a limited impact 
on a looming capacity crunch. The 
government should be looking to 
accelerate the best projects, 
regardless of whether they are in the 
competitive process, to fast track the 
CCS industry in order to deliver the 
cost reduction required to make CCS 
a viable long term low carbon 
generation option.”
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Scottish landfill tax bill enters  
the parliament
Scotland’s Finance Secretary introduced a 
Bill to the Scottish Parliament on 17 April 
which, if enacted, will replace the current 
United Kingdom landfill tax regime in 
Scotland with a ‘Scottish Landfill Tax’ from 
1 April 2015. 

The Finance Secretary has described the 
landfill tax as a “cornerstone of Scotland’s 
Zero Waste Plan which encourages the 
prevention, reuse and recycling of waste and 
helping keep valuable resources circulating 
in the Scottish economy”, adding that the 
new tax is designed to more closely reflect 
“Scottish values and Scottish circumstances”.

The Scotland Act 2012 gave Scotland’s 
Parliament the power to introduce and 
collect taxes on waste disposal, effective 
from April 2015 and, following extensive 
public consultation, the Finance Secretary 
revealed plans for the introduction of a 
Scottish landfill tax in October last year. 

The ‘Landfill Tax (Scotland) Bill’ comprises 
five parts: Part 1 calls the provision the 
Scottish Landfill Tax – avoiding potential 
confusion with the United Kingdom’s 
Landfill Tax – and provides an overview  
of the proposals. Part 2 outlines the key 
concepts of the tax relating to taxable 
disposals, exemptions, calculation of the 
tax, persons liable to pay tax and credits, 
while Part 3 sets out the administrative 
provisions of the bill, such as registration 
and record keeping requirements, 
accounting periods, time of disposal, 
recovery of overpaid tax and evidence about 
tax status. Part 4 defines the Tax Authority 
and establishes how functions may be 
delegated to the Scottish Environment 
Protection Agency (SEPA), how directions 
may be made and outlines the rights of 
appeal, and Part 5 sets out the procedure for 
a series of subordinate legislation to be made 
under the bill.

Significantly, the bill shifts administration  
of the tax to SEPA on behalf of Revenue 
Scotland (the proposed new tax authority 
responsible for the administration of 
Scotland’s devolved taxes), and contains 
provisions to tackle the illegal dumping of 
waste. This represents a significant advance 
on the existing United Kingdom’s Landfill 
Tax legislation which is currently limited to 
legal landfill activities only. 

Under the Scotland Act 2012, the existing 
landfill tax regime in Scotland will be 
“disapplied” by a Treasury Order in the 
United Kingdom parliament a day before the 
Scottish Landfill Tax comes into force.

The Scottish Bill also introduces the concept 
of a Scottish Communities Fund to support 
environmental organisations and 
communities living in close proximity to 
landfill sites. 

Many administrative elements of the 
Scottish landfill tax regime will be 
determined by the Scotland’s Tax 
Management Bill which is expected to be 
enacted later this year. The Tax 
Management Bill will provide for special 
powers of the Tax Authority, appeals and 
other matters of common relevance to 
devolved taxes.
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Canada: British Columbia to freeze 
carbon tax 
A pre-election promise by British Columbia’s 
Premier to freeze the Canadian province’s 
carbon tax for five years if re-elected will 
now likely take effect, after the Liberal party 
retained power in last month’s election. 

According to a statement made by the 
Premier in April, the five-year carbon tax 
freeze is needed to create a “level playing 
field” for British Columbian industry by 
giving other jurisdictions time to catch up 
with the province’s “leadership position”  
on the issue, Point Carbon reported. British 
Columbia’s carbon tax, which was 
introduced in 2008, applies to emissions 
from combustible fossil fuels including 
gasoline, diesel, natural gas, fuel oil, 
propane and coal.

In July last year, British Columbia’s carbon 
tax rate increased to CAD$30 (USD$29.6) 
per tonne of carbon dioxide emissions, 
however no further increases to the tax rate 

had been scheduled. The government claims 
its carbon tax is revenue-neutral, meaning all 
revenues raised from the tax are returned to 
taxpayers by way of reductions in other taxes.

The future of the province’s carbon tax was 
a hot topic in the province’s election 
campaign. According to the Vancouver Sun, 
British Columbia’s New Democratic Party 
(NDP), who reportedly led in the polls 
before the 14 May election, pledged to make 
the carbon tax revenue-positive by 
increasing the corporate tax rate from 10% 
to 12% and investing revenues in green 
infrastructure. The NDP, who originally 
opposed the introduction of a carbon tax in 
British Columbia, also proposed to broaden 
the scope of the tax to include natural gas 
production, Point Carbon reported. In the 
lead up to the election, British Columbia’s 
Green party promised to increase the 
province’s carbon tax rate further, while  
the Conservative party pledged to scrap the 
tax altogether.
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United States
California and Quebec to link carbon 
markets from January 2014
The carbon markets of California and the 
Canadian province, Quebec, will be linked 
from 1 January 2014. The Governor of 
California gave his approval for the linkage 
in a letter posted to his official website in 
early April and the regulator of California’s 
carbon market, the Air Resources Board’s 
(ARB), followed suit, voting unanimously in 
favour of the link later that month. Quebec’s 
government had approved its regulations to 
join the two markets last December. 

California and Quebec launched their 
respective carbon markets on 1 January this 
year. California’s cap-and-trade market 
covers around 600 of the state’s oil 
refineries, power plants and other industrial 
installations, while in Quebec, 
approximately 75 of the province’s 
electricity and industrial facilities are 
required to participate in its market, 
according to Point Carbon. From 2015, 
additional sectors such as transportation 
and buildings will join Quebec’s cap-and-

trade market which, according to Point 
Carbon, could see the portion of the 
province’s emissions covered by the scheme 
increase to 85%. 

According to the ARB, California and 
Quebec will conduct a trial auction to test 
their electronic auction systems in the 
coming months, and the first official joint 
auction will follow early next year, Point 
Carbon reported. The move to link the 
cap-and-trade markets of Quebec and 
California – both of which are members of 
the Western Climate Initiative – signals the 
creation of what could be the second largest 
carbon market in the world, after the EU ETS.

In a separate development, California’s ARB 
has identified aspects of its cap-and-trade 
regulations which could be “subject to 
potential regulatory amendments”. Among 
the 15 topics flagged for possible changes, as 
listed in a document posted on the ARB 
website in April, are rules related to 
‘resource shuffling’. Resource shuffling 
refers to the practice in which out-of-state 

power producers modify contracts with 
Californian utilities to provide them with an 
increased proportion of low-carbon power, 
while still generating the same amount of 
more carbon-intensive power but 
channelling it to states with less stringent 
carbon regulations. 

The ARB had announced in August last year 
that enforcement of rules that would require 
importers of electricity to make annual 
disclosures that they have not engaged in 
resource shuffling would be delayed by 18 
months. According to Reuters, 
approximately 25% of California’s electricity 
is imported from other states, and this 
imported power alone contributes to 
approximately 50% of the state’s power 
sector greenhouse gas emissions. 

California has committed to reduce its 
greenhouse gas emissions to 1990 levels, 
and Quebec aims to cut its emissions by 20% 
below 1990 levels, both by 2020.

What this means for you
Matt Haskins – Principal, PwC United 
States – “While California has now 
carried out several successful 
auctions of emissions allowances, its 
trading market is still nascent and 
relatively small. Linkage with the 
Quebec system may add depth and 
liquidity to trading in both 
jurisdictions, and that could benefit 
businesses with compliance 
obligations over the longer term.”
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USA: President’s 2014 budget proposes 
permanent, refundable renewable 
energy Production Tax Credits and tax 
credits for green property and vehicles
President Obama’s 2014 budget, which was 
presented to Congress in April, contained 
several provisions of significance for 
producers and consumers of renewable 
energy and clean technology. It also 
proposed tax credits for advanced 
technology vehicles and medium and heavy 
duty alternative fuel commercial vehicles, 
and would modify and increase the 
accelerated deduction for energy efficient 
commercial building property.

Significantly, one of the measures contained 
in the budget was a proposal to make the 
Section 45 renewable energy Production  
Tax Credit (PTC) both permanent and 
refundable. These changes are intended to 
encourage continued renewable energy 
development and reduce transaction costs 
by allowing developers to receive current-
year cash refunds rather than having to 
bring in tax equity investors to monetise the 
value of the PTC. The budget proposal also 
would allow electricity generated from solar 
assets to qualify for the PTC. According to 

the budget, the revised PTC would be 
available to properties on which construction 
begins after 31 December 2013. 

In a related development, the Internal 
Revenue Service (IRS) recently published its 
guidance on what constitutes the ‘beginning 
of construction’ after the American Taxpayer 
Relief Act of 2012 amended the PTC, and 
the election to claim the energy Investment 
Tax Credit (ITC) in lieu of the PTC, to apply 
to facilities on which construction begins 
before 1 January 2014. Since this change, 
there had been uncertainty regarding the 
rules that the IRS would apply to determine 
when construction has begun. In broad 
terms, the IRS deems construction to have 
begun when either (1) physical work of a 
significant nature begins or (2) when the 
facility owner pays or incurs 5% or more of 
the total cost of the facility. Once either test 
is met, the facility owner must maintain a 
continuous programme of construction or 
continuous efforts to develop the project. 

In addition to proposed changes to the PTC, 
the President’s 2014 budget proposed tax 
credits for advanced technology vehicles 
and, medium and heavy duty alternative 

fuel commercial vehicles, in service after 
31 December 2013. The new tax credit for 
advanced technology vehicles would replace 
the existing tax credit for plug-in electric 
cars, and apply to vehicles up to 14,000 
pounds (6,350 kg). Among other criterion, 
for an ‘advanced’ technology to be eligible 
there must have been few vehicles in service 
in the United States as of 1 January 2012 
using the technology. Medium and heavy 
duty alternative fuel commercial vehicles 
greater than 14,000 pounds would be 
eligible for a tax credit of up to 50% for the 
incremental cost compared to a diesel or 
gasoline vehicle.

The budget also proposed several changes to 
the section 179D energy efficient 
commercial building deduction, including 
increases in allowable rates of deduction and 
higher energy savings thresholds every 
three years, the promulgation of rules to 
allow the deduction to benefit Real Estate 
Investment Trusts (REITs) or its 
shareholders, and the introduction of a new 
tax deduction for a combination of projected 
and actual energy savings for building 
retrofits. Significantly, under the proposal 

only 60% of an available building retrofit 
deduction could be claimed when the 
property is placed in service, with the 
remaining 40% being claimed “at a later 
point…based on actual energy savings”.

What this means for you
Matt Haskins – Principal, PwC United 
States – “Although none of President 
Obama’s budget proposals are likely 
to be enacted in the current 
legislative environment, they may 
signal the Administration’s priorities 
for renewable energy and eco-
efficiency during its second term.  
The PTC ‘begin construction’ guidance 
provides much-needed clarity to 
developers of wind and other 
renewables about what they must 
accomplish by year-end. However,  
the guidance still leaves a number  
of questions unanswered, chiefly 
regarding what the government will 
require to demonstrate ‘continuous 
efforts’ toward project development, 
and many companies will be looking 
to the IRS to clarify this standard.”
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Budget: Australia halves 2015 carbon 
price projections
The Australian government has downgraded 
its revenue forecasts for Australia’s carbon 
price and announced a series of changes to 
support programmes for clean energy 
development and other green initiatives 
across the country. The announcements 
were contained in Australia’s 2013 budget 
which was delivered by the country’s 
Treasurer on 14 May.

The government published its revised 
carbon price forecasts for 1 July 2015 
onward. From 2015 Australia’s carbon price, 
which came into effect in July last year and 
is currently fixed at AUD$23 (USD$22.49) 
per tonne of carbon, will become variable 
once the pricing mechanism moves to a 
cap-and-trade market. According to the 
budget, the government has more than 
halved its expectations of a 2015 carbon 
price from AUD$29 (USD$28.36) to 
AUD$12.10 (USD$11.83), based on current 

Tax cuts promised under the Clean Energy 
Future package which were planned for 
2015 have also been deferred. The 
government has said the cuts will be 
postponed until Australia’s carbon price 
reaches a forecast AUD$25.40 (USD$24.83) 
which, according to the latest government 
estimates, is projected to be in 2018. 

Spending cuts on government programmes 
aimed to assist industries and communities 
most affected by the carbon price were also 
announced in the budget. These include the 
cuts of AUD$274 million (USD$267.88 
million) in coal industry assistance, AUD$98 
million (USD$95.78 million) in funding for 
the Low Carbon Communities Programme 
and AUD$135 million (USD$131.95 million) 
under the Regional Structural Adjustment 
Assistance Program. 

carbon price observations in the EU carbon 
market, with which Australia’s market will 
be linked from 2015. According to Point 
Carbon, the Australian government 
estimates that carbon will be priced at 
AUD$18.60 (USD$18.19) and AUD$38 
(USD$37.15) per tonne by 2017 and 2020 
respectively. In recent months, carbon prices 
in the EU ETS have hit record lows and  
at the time of the budget announcement 
were trading at around €3.30 (USD$4.26) 
per tonne.

The government has also downgraded it 
projected carbon price revenues by AUD$6 
billion (USD$5.86 billion) for the period to 
2015, compared with its 2012-13 Mid Year 
Economic and Fiscal Outlook (MYEFO). The 
Treasurer and Climate Change Minister say 
the decrease in expected revenues is due to 
revisions in emissions estimates, but will not 
impact on the government’s budget as it 
means less will be spent on compensation 
measures for industry and households. 

The budget also confirmed delays or 
changes to support for a number of 
Australia’s clean energy programmes, 
including the Clean Technology Programme, 
Biodiversity Fund, Australian Renewable 
Energy Agency (ARENA), national low-
emissions coal initiative and Carbon Capture 
and Storage (CCS) Flagships programme. 
According to the budget, AUD$370 million 
(USD$361.65 million) of funding will be 
deferred from ARENA over three years, 
which means the programme will be 
extended through to 2021, and more than 
AUD$500 million (USD$488.61) in funding 
will be withdrawn from the CCS Flagships 
programme. In contrast, AUD$160 million 
(USD$156.35) of funding for the country’s 
Clean Technology Programmes will be 
brought forward to 2014 to provide 
additional support for Australian 
manufacturers.

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


Global Green Policy Insights
Your environmental tax and regulation update – 1 June 2013

PwC 22

Asia-Pacific

China
Report: China considers consumption 
tax for resource-intensive and high 
polluting products 
China is considering broadening the scope  
of its consumption tax regime to include 
certain resource-intensive and high emission 
products, according to the China Daily. 
Citing Xinhua’s China Economic Information 
Service, the China Daily reported that the 
proposal was contained in a document 
compiled by the Ministry of Finance and the 
Budget Committee of the Standing 
Committee of the National People’s 
Congress. 

China’s consumption taxes are currently 
limited to 14 categories of items including 
automobiles, motorcycles, alcohol, 
cigarettes, fire crackers, pearls and jade, 
expensive jewellery and cosmetics, the 
China Daily reported. 

The China Economic Information Service 
reported that in addition to introducing 
consumption taxes on certain resource-
intensive and high emission products, the 
Committee is also considering adjusting 
existing consumption tax rates on products 
where current rates are considered to be 
“incompatible with the country’s 
consumption level”, according to the  
China Daily. 

The document containing the proposals 
reportedly lacks detail regarding 
implementation of the consumption taxes 
and, at the time of writing, the Ministry of 
Finance had not responded to media 
enquiries regarding the claims.

setting sector- and facility-based emissions 
caps. China would also use the funds to 
develop proposals for a “price containment 
system” and mechanisms for the use of 
offset credits.

The following month, Bloomberg reported 
that China’s lead climate negotiator 
indicated that the country will draft national 
climate change legislation, which will be 
based on experiences learned from the 
seven pilot emissions trading schemes, 
within two years. Point Carbon quoted the 
vice-director of the National Development 
and Reform Commission (NDRC) 
responsible for climate policies as saying 
that China would “actively promote” the 
legislation and that “in the future (China) 
will establish a link (internationally), but in 
the next few years (they) first need to 
establish a carbon market according to 
Chinese conditions and the conditions of 
developing countries”.

Developments in China’s pilot  
carbon markets
China looks to be moving closer toward the 
establishment of a nationwide carbon 
market, as seven designated cities and 
provinces across the country continue their 
preparations to launch pilot carbon markets 
between now and 2015. 

According to Point Carbon, China in March 
applied for USD$8 million funding from the 
World Bank’s Partnership for Market 
Readiness (PMR) programme which was 
established in 2010 to support less-
developed countries to implement 
programmes to cut national emissions. 
China’s application to the PMR seeks 
funding for various studies regarding the 
regulation of emissions from state-owned 
enterprises, capping of power sector 
emissions, allocation of carbon allowances, 
technical issues including monitoring and 
reporting emissions, and methodologies for 

Continued
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Shenzhen city will become the first of seven 
designated regions across China to begin  
its carbon trading experiment, when the 
Shenzhen Carbon Exchange launches on 
18 June 2013. According to the Financial 
Times, the Exchange confirmed the launch 
date late last month and has published 
details on how the carbon market will 
operate. Initially 635 firms will face 
emissions caps under the pilot scheme, 
which in 2010 accounted for 31.7 million 
tonnes or 38% of the city’s total greenhouse 
gas emissions. The Financial Times reported 
that the Shenzhen Carbon Exchange plans 
to extend the market to include 
transportation in the future, and will 
eventually include all major companies that 
consume oil, coal, gas and power. 

Just days after the city of Shenzhen 
confirmed its start date, Shanghai followed 
suit, announcing that its pilot carbon market 
will also launch before the end of this 
month. Shanghai’s pilot trading scheme is 
expected to cover 200 companies across 16 
industries, where the company has annual 

emissions of at least 20,000 tonnes of carbon 
dioxide per year, Bloomberg reported the 
municipal government as saying last year. 
Steel, petrochemicals and electricity 
producers are among the industries to  
be affected.

According to Point Carbon, Hubei province 
will on 1 July 2013 launch its pilot carbon 
market which is expected to cover 153 firms 
across 13 sectors, including power 
generation, iron and steel production and 
car manufacturing. The news source had 
reported earlier that under the pilot scheme, 
facilities will be able to use offsets to cover 
15% of their carbon obligations, which can 
only be sourced from local emissions 
reductions projects. New facilities will be 
allowed to use these offsets to cover only 
10% of their obligations. According to Point 
Carbon, of the seven designated regions, 
Hubei has released the most detail in 
relation to the design of its carbon trading 
experiment, and was the first to confirm that 
only locally generated carbon offsets will be 
permitted for use in its market. 

What this means for you 
Allan Zhang – Director, PwC China 
– “China’s carbon trading schemes 
are finally about to be kicked off, 
although many details still need to be 
clarified, such as how the prices will 
be set, how carbon emissions will be 
assured by a third party and to what 
extent companies will be affected by 
the changes. Companies will need to 
keep a close watch on the latest 
developments and get prepared.”

In a separate move, developers of the pilot 
trading schemes in Hubei and the province 
of Guangdong have approached the central 
government with a proposal to link their 
two markets, according to reports by  
Point Carbon.

By the end of the decade, China aims to 
achieve a 40 to 45% reduction in its carbon 
dioxide emissions, relative to economic 
growth, compared to 2005 levels.

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


Global Green Policy Insights
Your environmental tax and regulation update – 1 June 2013

PwC 24

Asia-Pacific

Japan
Japan formalises Joint Crediting 
Mechanism agreement with Bangladesh 
The Japanese ambassador to Bangladesh 
and the Bangladeshi Forest and 
Environment Ministry Secretary have 
formalised a ‘Low Carbon Growth 
Partnership’ between Japan and Bangladesh. 
The agreement, which was signed by the 
officials on 19 March in Dhaka and released 
on Japan’s Ministry of Economy, Trade and 
Industry (METI) website, sets out 
preliminary rules for the establishment of a 
‘Bilateral Offset Credit Mechanism’ (BOCM) 
between the two countries. 

The agreement calls for “close policy 
consultations at various levels for 
cooperation toward low carbon growth 
under the UN, at the regional and bilateral 
frameworks,” and the creation of a joint 
committee consisting of representatives from 
both Japan and Bangladesh to operate the 
BOCM. The committee will be responsible 
for setting the rules and guidelines of the 

programme, including the development  
of methodologies to quantify emissions 
reduction or removal, requirements for 
accreditation of third parties and other 
matters relating to the administration and 
implementation of the BOCM.

According to the Low Carbon Development 
Partnership agreement, Japan and 
Bangladesh mutually recognise that verified 
emissions reductions generated through 
BOCM projects can be used towards both 
countries’ internationally pledged 
greenhouse gas emissions reduction efforts. 
The countries also agree not to use the 
BOCM projects “for the purpose of any other 
international climate mitigation mechanisms 
to avoid double counting”. The BOCM will 
commence as a non-tradable credit type 
mechanism, with a view to it moving 
towards a tradable system “at the earliest 
possible timing”, based on joint consultation 
between Japan and Bangladesh. 

The bilateral agreement is designed to help 
Japan improve its industries’ competitiveness 
in the area of energy efficiency and low 
carbon technologies, and at the same time, 
help partnering developing countries to 
reduce their emissions. According to the 
Low Carbon Growth Partnership agreement, 
the partnership will cover the period from 
the date of signing through to the “possible 
coming into effect of a new international 
framework under the UNFCCC”. At the 
annual UN climate change summit in South 
Africa in 2011, it was agreed that an 
international framework would be finalised 
by 2015 and take effect no later than 2020.

According to the METI announcement, the 
partnership with Bangladesh is the second 
partnership of this type to be formalised by 
Japan, following the signing of a Low 
Carbon Growth Partnership with Mongolia 
in January to establish a ‘Joint Crediting 
Mechanism’ (JCM). Based on a recent METI 

press release, the first meeting of the 
Japan-Mongolia Joint Committee took place 
in Ulaanbaatar, Mongolia on 11 April, where 
“basic rules, guidelines, and other directions” 
for the countries’ JCM were discussed.

In 2009, Japan pledged to reduce its 
greenhouse gas emissions by 25% relative to 
1990 levels by 2020. However, according to 
the Japan Times, the government is now 
reviewing this target in light of its decision 
to transition away from nuclear power 
following the Fukushima disaster in 2011, 
which has increased the country’s reliance 
on fossil fuel. The Prime Minister has 
indicated that Japan’s new emissions 
reduction target will be established before 
the annual UN climate change conference 
which will be held in Poland this November.
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PwC: Short-term intervention in the EU 
ETS is essential, say nine-in-ten IETA 
members surveyed
PwC and the International Emissions 
Trading Association (IETA) launched the 
eighth annual IETA Greenhouse Gases 
(GHG) Market Sentiment Survey at the end 
of May. The results centre on carbon price 
expectations, reform of the EU ETS, and the 
rising importance of domestic carbon 
markets around the world.

With a response rate of over 50%, this year’s 
survey reflects on key developments in the 
carbon markets and carbon finance over the 
past 12 months. This has seen a price 
collapse in the EU ETS and UN offset 
markets, the launch of cap and trade 
programme in California, and the 
introduction of a carbon price in Australia. 

According to survey respondents, prices for 
EU and UN carbon credits will remain below 
€10 (USD$13) and €5 (USD$6.5) 
respectively until 2020. This compares with 

€47 (USD$61) that, on average, respondents 
believe is necessary to shift economies onto 
a low carbon pathway. The vast majority 
support reform of the EU programme, but 
few expect this in the near future, extending 
carbon market policy uncertainty over the 
next years. Other carbon price signals such 
as emissions standards, the Carbon Price 
Floor in the United Kingdom and renewable 
subsidies may become more significant than 
the price of carbon credits. 

While debate continues in the EU over 
whether to wait for a global deal before 
setting 2030 emissions targets, IETA 
respondents have limited faith in the ability 
of the UNFCCC process to deliver deep 
emissions cuts. Almost none believe that the 
UN climate summit in 2015 (COP 21) will 
lead to legally binding emissions targets 
consistent with limiting the global 
temperature increase to 2 degrees Celsius 
above preindustrial levels. 90% believe that 
the negotiations will lead to a mixture of 
some legally binding targets and voluntary 

pledges to reduce and limit greenhouse gas 
emissions, and that these will fail to achieve 
the 2 degrees goal.

It is expected that domestic action will 
increasingly drive climate policy, as there 
are low expectations for meaningful 
progress at the international level. And, 
other regions are expected to step up, 
especially in Asia: China, South Korea, and 
Japan are all seen to introduce emissions 
trading schemes before 2020. 

What this means for you
Jonathan Grant – Director, PwC 
United Kingdom – “In the absence of 
a meaningful global deal, business 
looks set to face a patchwork of 
climate regulation over the coming 
years which may raise concerns about 
competitiveness and high 
administrative costs.”
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UNFCCC: Bonn meeting shows  
small steps towards global deal  
on climate change
The second meeting of the ‘Ad Hoc Working 
Group on the Durban Platform for Enhanced 
Action’ (ADP) took place last month, as a 
part of the UN climate change conference in 
Bonn, Germany. The ADP, which was 
established at the 2011 annual UN climate 
summit (COP17) in South Africa, is 
responsible for developing a new legal 
agreement by 2015 which would bind all 
countries to more ambitious commitments 
to climate change mitigation from 2020. 

During the latest negotiations in Bonn, the 
ADP worked on developing principles of a 
2015 global agreement, and finding ways to 
raise “current inadequate global ambition to 
address human-generated climate change” 
in the short and long-term, according to a 
press statement by the UN Climate Change 
Secretariat at the conclusion of the week-
long talks.

The co-chairs of the ADP said in a joint 
statement that a “rich discussion” was had 
and that they believe the group is “working 
in a more focused mode with clear and 

precise inputs coming from all”. But they 
recognise that the working group is in a race 
against the clock. “We have limited time to 
have a draft negotiating text ready and 
available in less than two years from now, 
and therefore need to continue and 
accelerate our efforts,” the co-chairs said in 
their statement.

The Climate Action Network (CAN), an 
international coalition of NGOs, also showed 
cautious optimism, saying in a press 
statement that they “welcomed a new, 
positive dynamic emerging from the year’s 
first UN negotiations in Bonn...but urged 
leaders to ensure that the 2015 climate plan 
is robust enough to save the planet”. They 
said that “many countries continued to 
present their same hackneyed positions in 
the plenary sessions” but there were “more 
parties with constructive plans that ensure 
fair contributions to climate action by all 
and do more to reduce carbon pollution 
before 2020 (and this) injected fresh air and 
confidence into the talks”.

The Executive Secretary of the UNFCCC said 
“countries discussed concrete solutions to 
speed up and scale up action”. According to 

a UN press statement, there was 
convergence between nations on the need 
for an “innovative set of ways for all 
countries to commit to climate actions that 
are compatible with their national 
circumstances”, and that a global agreement 
must “integrate action across all levels 
(international, national, sub-national and 
private sector)” and involve the input and 
support from all key external stakeholders. 
There was also consensus that a mechanism 
needs be created that will “regularly ratchet 
up ambition to stay below a 2 degrees 
Celsius temperature rise”, the temperature 
increase beyond which climate impacts are 
believed to become even more serious. 
Scientists suggest that atmospheric 
concentrations need to stay below 450 parts 
per million in order to have a 50% chance  
of limiting warming to 2 degrees. It was 
generally agreed that “there are many 
existing opportunities to scale up existing 
mitigation actions, notably with the help of 
renewable energy; that low-emission and 
high resilience development requires 
cooperation across government ministries; 
and that there is a need to build up sufficient 
financial means to implement action”.

The ADP will convene again in Bonn this 
month to resume work on the global deal, 
while at the same time the Subsidiary Bodies 
for Implementation (SBI) and Scientific and 
Technological Advice (SBSTA) will meet to 
prepare decisions for adoption at the annual 
UN climate change summit (COP19) in 
Warsaw, Poland in November.

What this means for you
Jonathan Grant – Director, PwC 
United Kingdom – “As atmospheric 
carbon dioxide concentrations passed 
400 parts per million last month 
(rising at approximately 2ppm each 
year), many business observers are 
questioning whether the UN process 
will be able to agree an ambitious 
global treaty in 2015. Most expect  
a mixture of binding targets and 
voluntary pledges which will not add 
up to the 2 degrees target. National 
regulation will continue to be more 
important than the international 
process in influencing companies’ 
capital investment and operational 
decisions.”
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For your global contact and more information on PwC’s sustainability 
and climate change services, please contact Anna Pattison.

mailto:anna.i.pattison%40uk.pwc.com?subject=
http://www.publications.pwc.com/

	Button 2: 
	Page 1: Off

	Click to launch: 
	Page 1: Off

	In this issue BN: 
	Page 2: Off
	Page 41: Off
	Page 52: Off
	Page 63: Off
	Page 74: Off
	Page 85: Off
	Page 96: Off
	Page 107: Off
	Page 118: Off
	Page 129: Off
	Page 1310: Off
	Page 1411: Off
	Page 1512: Off
	Page 1613: Off
	Page 1714: Off
	Page 1815: Off
	Page 1916: Off
	Page 2017: Off
	Page 2118: Off
	Page 2219: Off
	Page 2320: Off
	Page 2421: Off
	Page 2522: Off
	Page 2623: Off
	Page 2724: Off

	Europe, ME Africa BN: 
	Page 2: Off
	Page 31: Off
	Page 182: Off
	Page 193: Off
	Page 204: Off
	Page 215: Off
	Page 226: Off
	Page 237: Off
	Page 248: Off
	Page 259: Off
	Page 2610: Off
	Page 2711: Off

	America BN: 
	Page 2: Off
	Page 31: Off
	Page 42: Off
	Page 53: Off
	Page 64: Off
	Page 75: Off
	Page 86: Off
	Page 97: Off
	Page 108: Off
	Page 119: Off
	Page 1210: Off
	Page 1311: Off
	Page 1412: Off
	Page 1513: Off
	Page 1614: Off
	Page 1715: Off
	Page 2116: Off
	Page 2217: Off
	Page 2318: Off
	Page 2419: Off
	Page 2520: Off
	Page 2621: Off
	Page 2722: Off

	AsiaPacific BN: 
	Page 2: Off
	Page 31: Off
	Page 42: Off
	Page 53: Off
	Page 64: Off
	Page 75: Off
	Page 86: Off
	Page 97: Off
	Page 108: Off
	Page 119: Off
	Page 1210: Off
	Page 1311: Off
	Page 1412: Off
	Page 1513: Off
	Page 1614: Off
	Page 1715: Off
	Page 1816: Off
	Page 1917: Off
	Page 2018: Off
	Page 2519: Off
	Page 2620: Off
	Page 2721: Off

	Global BN: 
	Page 2: Off
	Page 31: Off
	Page 42: Off
	Page 53: Off
	Page 64: Off
	Page 75: Off
	Page 86: Off
	Page 97: Off
	Page 108: Off
	Page 119: Off
	Page 1210: Off
	Page 1311: Off
	Page 1412: Off
	Page 1513: Off
	Page 1614: Off
	Page 1715: Off
	Page 1816: Off
	Page 1917: Off
	Page 2018: Off
	Page 2119: Off
	Page 2220: Off
	Page 2321: Off
	Page 2422: Off
	Page 2723: Off

	Contact us BN: 
	Page 2: Off
	Page 31: Off
	Page 42: Off
	Page 53: Off
	Page 64: Off
	Page 75: Off
	Page 86: Off
	Page 97: Off
	Page 108: Off
	Page 119: Off
	Page 1210: Off
	Page 1311: Off
	Page 1412: Off
	Page 1513: Off
	Page 1614: Off
	Page 1715: Off
	Page 1816: Off
	Page 1917: Off
	Page 2018: Off
	Page 2119: Off
	Page 2220: Off
	Page 2321: Off
	Page 2422: Off
	Page 2523: Off
	Page 2624: Off

	Welcome BN 1: 
	Welcome BN: 
	Page 3: Off
	Page 41: Off
	Page 52: Off
	Page 63: Off
	Page 74: Off
	Page 85: Off
	Page 96: Off
	Page 107: Off
	Page 118: Off
	Page 129: Off
	Page 1310: Off
	Page 1411: Off
	Page 1512: Off
	Page 1613: Off
	Page 1714: Off
	Page 1815: Off
	Page 1916: Off
	Page 2017: Off
	Page 2118: Off
	Page 2219: Off
	Page 2320: Off
	Page 2421: Off
	Page 2522: Off
	Page 2623: Off
	Page 2724: Off

	In this issue BN 1: 
	Europe BN: 
	Americas BN: 
	AsiaPac BN: 
	Global but: 
	Map view 6: 
	Page 4: Off
	Page 51: Off
	Page 62: Off
	Page 73: Off
	Page 84: Off
	Page 95: Off
	Page 106: Off
	Page 117: Off
	Page 128: Off
	Page 139: Off
	Page 1410: Off
	Page 1511: Off
	Page 1612: Off
	Page 1713: Off
	Page 1814: Off
	Page 1915: Off
	Page 2016: Off
	Page 2117: Off
	Page 2218: Off
	Page 2319: Off
	Page 2420: Off
	Page 2521: Off
	Page 2622: Off

	Next article 6: 
	Page 4: Off
	Page 51: Off
	Page 62: Off
	Page 73: Off
	Page 84: Off
	Page 95: Off
	Page 106: Off
	Page 117: Off
	Page 128: Off
	Page 139: Off
	Page 1410: Off
	Page 1511: Off
	Page 1612: Off
	Page 1713: Off
	Page 1814: Off
	Page 1915: Off
	Page 2016: Off
	Page 2117: Off
	Page 2218: Off
	Page 2319: Off
	Page 2420: Off
	Page 2521: Off
	Page 2622: Off

	Europe, ME Africa BN 1: 
	Page 4: Off
	Page 51: Off
	Page 62: Off
	Page 73: Off
	Page 84: Off
	Page 95: Off
	Page 106: Off
	Page 117: Off
	Page 128: Off
	Page 139: Off
	Page 1410: Off
	Page 1511: Off
	Page 1612: Off
	Page 1713: Off

	Next 18: 
	Next 19: 
	Next 21: 
	America BN 1: 
	Page 18: Off
	Page 191: Off
	Page 202: Off

	AsiaPacific BN 1: 
	Page 21: Off
	Page 221: Off
	Page 232: Off
	Page 243: Off

	Next 22: 
	Global BN 1: 
	Page 25: Off
	Page 261: Off

	Contact us BN 1: 
	Subscribe 2: 
	Home 2: 
	Close 2: 
	Print 2: 


