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Energy policy seems to be gaining increased impetus in some of the most 
populous nations and this month we’ve seen interesting high level developments 
from China, India and Indonesia. That is to take nothing away from the smaller 
countries also seeking to establish green policies and, by way of example, we 
discuss Iran’s attempts to establish a carbon offset market and Tunisia’s 
constitutional commitment to climate action.

In the US, the stalemate over tax reform continues, but there are now a series of 
alternative proposals on the table. Neither the Camp proposal nor the Obama 
budget is likely to pass Congress any more than the Baucus tax reform proposals 
included in the February 2014 edition of Global Green Policy Insights, but both 
represent ‘markers’ laid down by the parties ahead of mid-term congressional 
elections and may give some insights into future policy trends.

Climate change seems to be at the heart of much of what we read in the 
newspapers yet, according to our recent global CEO survey, the reality of the 
scale of business disruption from these systemic risks, has not hit home. Keep an 
eye on our sustainability and climate change blog to catch our latest thoughts.

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 April 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.

http://www.publications.pwc.com/
http://pwc.blogs.com/sustainability/
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Belgium/Spain
EU authorises Spanish and Flemish 
carbon compensation schemes 
The European Commission published its 
decisions approving the ETS compensation 
schemes proposed by Spain and Belgium’s 
Flemish region in late-January, reports Ends 
Europe. The schemes will cover energy 
intensive sectors and provide compensation 
for indirect costs associated with carbon 
emissions trading. 

According to Ends Europe, the Spanish 
government has set aside EUR€1m (approx.
USD$1.4m) each for 2013 and 2014, and 
EUR€3m (approx.USD$4.1m) for 2015 
bringing the total value of the scheme to 
EUR€5m (approx.USD$6.9m). As the 
Flemish scheme is to be financed by carbon 
auction revenue, its value will depend on the 
carbon price, which is currently EUR€5 
(approx. USD$6.9) per tonne, but is 
expected to rise to EUR€15 (approx. 
USD$21) per tonne bringing the total value 
of the scheme to EUR€113m (approx. 
USD$154.93m) by 2020, adds the report. 

These two countries join EEA member 
Norway, whose scheme was approved in 
2013, and Germany, the UK and the 
Netherlands who have also notified planned 
ETS compensation schemes covering the 
period from 2013 to 2020, in accordance 
with EU State aid rules. According to the 
news source, Germany may distribute 
EUR€756m (approx. USD$1036.6m) over 
2013-15 under the scheme, the UK has 
earmarked EUR€136m (approx. 
USD$186.5m) for April 2013-March 2015 
and the Netherlands’ scheme, which is 
linked to auctioning revenues, is valued at 
EUR€78m (USD$107m) for 2014. 

The EU passed State aid guidelines in 2012 
specifying calculation methods and sectors 
for carbon compensation schemes. Under 
these rules Member States can compensate 
firms in a given sector for up to 85% of the 
increase in electricity cost resulting from the 
utilities passing on the cost of allowances. 
The carbon compensation schemes aim to 
prevent industry from moving to other 
jurisdictions with more lenient 
carbon regulations. 

http://www.publications.pwc.com/
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Denmark
Parties agree on a national climate 
policy and 40% emissions 
reduction target
In early February Denmark’s ruling party 
reached an agreement with the Socialist 
People’s Party, the Conservative People’s 
Party and the Red-Green Alliance on a 
national climate policy to be established by 
law. The parties also agreed to back the 
ambitious 40% greenhouse gas reduction 
target set by the government for 2020.  

According to the Climate, Energy and 
Building Minister Rasmus Helveg Petersen, 
“The broad agreement on the 40 percent 
reduction of greenhouse gases, to ensure 
meeting the ambitious targets that the 
government has set, will continue, even 
after an election”. The agreement will give 
Denmark a head start in the renewables 
sector and contribute towards job creation 
and growth, states a post on the 
government website.

The proposed climate law calls for the 
establishment of a Climate Council 
composed of experts who can counsel the 
government on the best possible measures 
for transition to a low carbon society. Under 
the new climate legislation, every five years 
the existing government is required to set 
climate targets for the following ten years. 
The government also needs to prepare and 
submit an annual progress report to 
the parliament. 

The Danish government aims to source the 
country’s entire energy supply, including 
electricity, heating, industry and transport, 
from renewable energy by 2050 to create a 
low carbon society with carbon emissions 
restricted to an absolute minimum. The new 
climate law aims to achieve this goal by 
ensuring reasonably paced development. 

http://www.publications.pwc.com/
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EU
EU launches action plan for the 
development of blue energy
The European Commission has introduced a 
two-step action plan to boost ocean energy 
sector. Ocean energy, also called blue energy, 
refers to energy sourced from seas and 
oceans except offshore wind. This includes 
wave energy, tidal stream energy, tidal range 
technologies, ocean thermal energy 
conversion and salinity gradient power. 

Under the first phase of the action plan 
spanning over 2014-16, an Ocean Energy 
Forum will be established. The commission 
will act as a coordinator and facilitator for 
the forum, which will organise workshops 
and bring together a wide range of 
stakeholders to understand the issues better 
and to devise feasible solutions. The 
platform will also be used to explore 
synergy with offshore wind and other 
marine industries with regards to grid 
connection, operations, supply chain and 
maintenance. The Ocean Energy Forum will 
have three workstreams: namely technology 
and resource; administrative issues and 
finance; and environment. 

The first phase of the action plan also calls 
for the development of a Strategic Roadmap 
based on the outcome of the Ocean Energy 
Forum. Member States, interested 
authorities, industry and other stakeholders 
will be allowed to add to the roadmap 
through a structured, participative process. 

The second phase of the plan calls for the 
development of a European Industrial 
Initiative. This would be a public-private 
partnership between the Commission, 
Member States, industry and researchers to 
set and implement specific timed goals, 
similar to those established in solar power, 
wind and bio-energy sectors. During this 
phase the Commission also hopes to develop 
guidelines offering specific direction on the 
implementation of the habitats directive and 
project licensing provisions under the 
renewable energy directive. The second 
phase will last from 2017 to 2020.

According to Ends Europe, Europe currently 
has 10MW of installed tidal and wave power 
and 2MW is in the pipeline mostly in the UK, 
Ireland and France. 

While the ocean energy industry is still at a 
nascent stage, the Commission believes that 
it has the potential to become a major source 
of clean energy, if supported by favourable 
and stable policies.

European Court of Justice Advocate 
General deems the green energy 
law flawed 
Following the theme of carbon leakage, 
discussed above in relation to Belgium and 
Spain, Advocate General Yves Bots, one of 
the top legal advisors to the European Court 
of Justice (ECJ) in Luxembourg, issued an 
opinion that a part of the legislation aimed 
at promoting renewables contradicts the 
treaties underpinning the block, reports 
Reuters. According to the news source, the 
Advocate General’s findings indicate that 
while promoting green energy as per the EU 
legislation, Sweden violated rules on free 
movement of goods under the EU treaties. 

Sweden excludes wind farms based in Aland 
archipelago from the green energy subsidies 
awarded to domestic firms. 

Swedish speaking Aland is a part of Finland, 
but has a separate parliament and is linked 
to the European Union by a special protocol. 
Aland Vindkraft, an Aland based wind 
power producer, filed a case against the 
Swedish Energy Agency arguing that 
Swedish renewable power producers gain an 
unfair advantage. The case was referred to 
the EU court at the end of 2012.

Quoting the top court advisor Reuters 
reports, “Article 3, paragraph 3 of the 
directive 2009/28 is invalid in that it gives 
member states the power to prohibit or 
restrict access to their support regimes for 
(energy) producers whose renewable energy 
installations are situated in another member 
state”. This violates the free movement of 
goods rules.

The European Court of Justice will consider 
the opinion over the next three to six 
months. If the top court agrees with the 
Advocate General’s opinion, which is often 
the case, it may declare the relevant section 
of the EU law invalid, reports Reuters. 

http://www.publications.pwc.com/
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EU
EU’s backloading plan comes into force
The EU’s proposal to temporarily withhold 
carbon allowances from the Emissions 
Trading Scheme (ETS), in a process known as 
backloading, was passed into law on 26 
February. Under the backloading plan, the EU 
can withdraw up to 100m carbon permits per 
quarter. As the plan came into force in March, 
the total number of carbon allowances to be 
auctioned over the rest of 2014 will be cut by 
400m. The cut in carbon permit supply is 
aimed at boosting their price and 
encouraging low carbon innovation. 

The UK’s fortnightly auction on 12 March, in 
which the number of carbon permits sold 
was cut from 4.63m units sold in the initial 
four sales of 2014 to 2.515m, was the first to 
be affected by the directive, Europa and 
Point Carbon reported. According to the 
updated auction calendar issued by the 
European Energy Exchange, this common 
auction platform will continue to organise 
auctions three times a week, but from 17 
March the volume per sale was cut from 
4.019m units to 1.928m and it will further 
drop to 1.873m from 12 May. 

The number of permits auctioned by 
Germany every Friday dropped from 4.6m to 
2.352m, while Poland, having already 
reached its annual auction quota, will not 
hold any more auctions this year. 

The temporary withholding of allowances 
follows the European Parliament’s vote in 
favour of the backloading proposal late last 
year, as referred to in our February edition. 
In addition to backloading, the commission 
is also considering long-term structural 
reforms to the EU ETS. 

http://www.publications.pwc.com/
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EU
European Council and Parliament agree 
on new rules for environmental and 
social reporting 
In the last week of February the European 
Parliament and Council reached an 
agreement on a draft directive on non-
financial and diversity information 
reporting by large firms, leaving only the 
formal voting to follow. Under the new 
legislation certain large companies will have 
to disclose 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 boards of directors” on a yearly basis, 
Europa reported.

The new reporting rules will apply to large 
firms with more than 500 employees. 
This covers listed as well as unlisted 
companies and includes insurance firms, 
banks and others based on their size, 
number of employees and activities. The 
rules are expected to affect approximately 
6,000 large organisations. 

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 2011-14 for 
corporate governance’ communication 
issued in October 2011 and the ‘Action Plan 
for Company Law and Corporate 
Governance’ adopted in December 2012. 
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’. 

The proposal introducing a directive calling 
for increased transparency in non-financial 
information reporting by “certain large 
companies and groups” was adopted by the 
European Commission in April last year. As 
proposed, the new rules are to be introduced 
by amending an existing accounting 
directive. 

According to Europa, the directive aims to 
keep the administrative burden on 
companies to a minimum. The non-
prescriptive approach will give companies 
flexibility “to disclose relevant information 
in the way that they consider most useful”. 
Companies can follow national or 
international guidelines, such as the UN 
Global Compact, ISO 26000, or the German 
Sustainability Code, as considered 
appropriate. Voting on the legislation is 
expected in April.

http://www.publications.pwc.com/
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Germany
Germany considers renewable 
subsidy cuts
In an effort to address the issue of rising 
energy costs in Germany, on 22 January the 
federal cabinet agreed upon key elements of 
a revised Renewable Energy Sources Act 
(EEG), as mentioned in our February 
edition. The Federal Minster for Economic 
Affairs and Energy, Sigmar Gabriel, said that 
renewables need to be further developed on 
a cost-efficient basis and with a focus on 
common welfare. 

It is envisaged that the amended EEG will be 
considerably less complicated than the 
current version and compatible with 
European regulations to assure the costs will 
be shared appropriately among all electricity 
users without putting in danger the 
economy’s international competitiveness. 

The new EEG is due to enter into force on 
1 August 2014. Its provisions will apply to 
installations that begin operating as of this 
date while the EEG of 2012 will apply for 
installations that start operating until 
31 December 2014, provided that the 
respective approvals date back to before 
22 January 2014. All older installations are 
reported to be protected by a 
grandfathering principle. 

The new EEG will contain a reliable 
deployment corridor tailored to the various 
technologies and focussing on the most 
cost-effective technologies, namely onshore 
wind farms and photovoltaics. The use of 
biomass will be limited considerably and 
mostly restricted to installations using waste 
and residual materials. However, offshore 
wind energy, a technology still in its infancy, 
will account for a rather high share of the 
overall cost. This is said to be justified by the 
technological and industrial potential of 
offshore wind. 

The level of support for renewable energies 
will be sharply decreased or cut to eliminate 
over-compensation (e.g. the average support 
level for onshore wind farms and 
photovoltaics is said to fall to about 12 
cents/kWh) and by 2017 at the latest, it is 
planned that support levels will be 
determined by means of competitive bidding 
procedures. To that end, in a first step, it is 
intended that experience will be gained 
from at least one pilot project to be specified 
in an ordinance shortly after the reform. 

Further, in order to achieve a higher grade of 
transparency, a public register of 
installations will be introduced comprising 
all approvals, commissioning, 
decommissioning and expansion 
of installations.

http://www.publications.pwc.com/
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Iran
Iran to launch carbon offset market
Iran plans to launch an emissions trading 
scheme to cut greenhouse gas emissions 
from industries, Reuters reported citing the 
director of energy efficiency at Iran Fuel 
Conservation Organization Mehdi Sharif. 

Iran, as the owner of the world’s largest gas 
reserves and a major crude oil exporter, is 
facing a gas supply and automobile pollution 
crisis because of the rapidly growing 
demand for energy. The heavy subsidisation 
of fossil fuels makes it difficult for the nation 
to attract private investment in solar and 
wind energy sectors. Iran’s plans for cutting 
emissions by setting up a carbon emissions 
trading market follow the paths of China 
and the European Union using market 
based measures.

Although the details of the scheme have not 
been revealed yet, Sharif reportedly said 
that industrial units facing caps under the 
scheme will be allocated carbon credits 
allowing emissions up to a certain level, but 
they will be required to purchase permits for 
any excess emissions. 

With oil export accounting for a major share 
of revenues, the swiftly growing domestic 
demand for energy poses a threat for oil rich 
countries such as Iran, the United Arab 
Emirates and Saudi Arabia. This combined 
with the growing awareness of the adverse 
impact of unrestrained fossil fuel use is 
prompting such nations to promote 
renewables and curb emissions. 

http://www.publications.pwc.com/
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Ireland
Ireland introduces the Offshore 
Renewable Energy Development 
Plan (OREDP)
The Offshore Renewable Energy 
Development Plan (OREDP) was launched 
by Ireland’s Minister for Communications, 
Energy and Natural Resources in the first 
week of February. According to a statement 
published on the official website, the plan 
offers an outline for the sustainable 
development of offshore renewable energy 
resources in Ireland. 

Emphasising the importance of offshore 
energy the Minister said, “Ireland has a 
landmass of around 90,000 square 
kilometres, but a sea area of around 10 times 
that size, at 900,000 square kilometres. 
Ireland’s position at the Atlantic edge of the 
EU gives an almost unparalleled offshore 
energy resource, with suitable conditions 
available for the development of the full 
range of current offshore renewable 
energy technologies.” 

He added that the government has 
acknowledged the sector’s potential in 
boosting the green economy and providing 
sustainable employment in its economic 
planning and job creation strategies.

According to Ends Europe, the new 
development plan proposes a subsidy of 
€260 (USD$359) per megawatt hour for 
pre-commercial wave and tidal energy 
technologies from 2016. The new funding 
scheme will reportedly support up to 30MW 
of new capacity. Over the period from 2013 
to 2016 the plan will also add €14m 
(USD$19.33m) to the R&D budget 
earmarked for blue energy initiatives 
including prototype systems and devices, 
and a test site for floating wave power 
devices bringing the total funding amount to 
€26.3m (USD$36.31m), adds the 
news source. 

The Offshore Renewable Energy 
Development Plan will be implemented 
under the supervision of the Department of 
Communications, Energy and 
Natural Resources. 

An offshore renewables steering group will 
be set up to coordinate the implementation, 
draft a work programme and supervise an 
interim review scheduled in 2017 and a full 
review in 2020, adds Ends Europe. 

According to the official statement, the plan 
has been developed in accordance with best 
practices and Ireland’s EU and International 
environmental obligations. The 
environmental assessment issued along with 
the development plan indicates that the 
deployment of up to 4,500MW of offshore 
wind power and 1,500MW of tidal and wave 
energy in Irish waters is unlikely to have 
substantial adverse impact on the 
environment. The Irish government had 
plans to install 500MW of wave energy by 
the end of the decade, but it is likely to take 
much longer, reports Ends Europe.

http://www.publications.pwc.com/
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Poland
European Commission rules Poland’s 
free carbon credit allocation plan 
compliant with the State aid rules 
Poland’s plan to allocate up to 404.6m free 
emission allowances to generate funds for 
the modernisation of electricity sector 
received European Commission backing on 
23 January. The proposed plan, which calls 
for more than 340 investments worth over 
€28bn, will be partially funded by the free 
allowances. The Commission has ruled that 
the plan is compliant with the State 
aid rules. 

The State aid guidelines cover all forms of 
advantages offered by national public 
authorities to undertakings on a selective 
basis. This includes interventions by or via 
State resources like tax relief, grants, 
guarantees or preferential terms for goods 
and services, which provide selective 
advantage, can distort competition and can 
affect inter-State trade. The Commission 
adopted State aid rules for the emissions 
trading scheme in 2012. 

Under the EU Emissions Trading Directive 
Article 10c, free carbon credits may be 
allocated by certain Member States, given 
the funds are used to modernise 
energy system. 

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. 

http://www.publications.pwc.com/
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South Africa
South Africa pushes carbon tax launch 
to 2016 
The carbon tax is now proposed to be 
introduced in 2016 instead of 2015, as 
originally planned, South African finance 
minister Pravin Gordhan announced in his 
budget speech to the parliament in the last 
week in February. The one year delay will 
reportedly allow for the design of the tax to 
be aligned with other proposed mitigation 
instruments, notably the desired emission-
reduction outcomes, and ensure adequate 
time for consultation on draft legislation.

Last year the National Treasury of South 
Africa issued a policy paper on the proposed 
carbon tax. The policy paper, which builds on 
the principles established in the discussion 
paper issued in 2010, 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 introductory phase, from 
1 January 2015 to 31 December 2019, for 
emissions in excess of certain thresholds. The 
second phase would cover the period from 
2020 to 2025, with subsequent phases to be 
“explored at a later stage”. 

Some of the other proposed adjustments to 
the carbon tax include a formula to tweak 
the basic tax-free threshold percentage to 
reward firms that over-perform, lowering 
the tax liability for power utility Eskom with 
a credit for more expensive renewable 
energy, lowering the existing electricity levy 
and new subsidies for solar water geyser 
installation to reduce the impact of the 
carbon tax on households. 

The tax will be so designed that businesses 
and households are not disadvantaged 
unnecessarily, says Point Carbon quoting 
assurances made in a review document 
published by the National Treasury.

South Africa has committed to cut 
greenhouse gas emissions by 34% by 2020 
and 42% by 2025, relative to Business As 
Usual levels as part of a global agreement.

What this means for you
Kyle Mandy – PwC South Africa – “Significant concerns 
and uncertainties with regard to the design of the tax 
and its implications for business remain. Business will 
need to closely monitor the proposals as further 
details emerge in order to assess the impact. However, 
there seems to be some movement towards reducing 
the impact of the tax on electricity prices, which will 
be welcomed by business, and recognising the implicit 
taxes on carbon that are already embedded in the 
price of electricity. This will go a long way towards 
alleviating the impact of the tax for most businesses.”

http://www.publications.pwc.com/
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Spain
Spain proposes further cuts in 
renewable energy subsidies 
The Spanish Government has put forward a 
proposal to further cut renewable energy 
subsidies, although the reform also affects 
cogeneration and waste facilities. Under the 
proposed plan a new formula will be used to 
calculate the reduction in subsidy payments 
to renewable energy producers, reports Dow 
Jones Institutional News. The proposed 
formula is reportedly based on a 7.5% 
“reasonable profitability” before taxes (5.2% 
after taxes) that, for existing plants, takes 
factors into account such as number of years a 
wind farm has been operational and the 
amount of subsidy already paid to the facility.

The new remuneration model has changed 
from one focused on the electricity produced 
(the producer received a premium in 
addition to the market price or a regulated 
tariff) to one for installed power with two 
separate remuneration concepts, i.e. 
remuneration for investment and 
remuneration for operation, which are 
added to the selling price of energy received 
in the day-ahead market. 

The changes will be implemented once the 
proposal is published in the government’s 
official register. The government estimates 
the cost of subsidy payments for 2014 to be 
around EUR€1.8bn. 

Over the last few years Spain has emerged 
as one of the biggest markets for renewable 
energy investments. The rapid growth of the 
sector is driven by lucrative incentives that 
have attracted a large number of wind and 
solar projects. But, the demand for 
electricity has been declining since the 
global financial crisis of 2008, resulting in 
excess generation capacity. With the cost of 
energy generation exceeding sales revenues 
over recent years, the government is faced 
with electricity tariff deficit of around 
EUR€30bn, which will finally be passed on 
to consumers. The rising cost of electricity 
and growing electricity deficit has forced the 
Government to make several changes.

This reduction of support for renewable 
energy is the result of reforms already 
introduced in advance by Royal Decree-law 
9/2013 in July last year that mainly target 
renewable energy support to the power 
sector, as well as cogeneration and waste 
facilities (previously known as ‘special 
regime’). These included a “new regulatory 
framework and introduction of a new 
principle of economic and financial 
sustainability of the system” applicable to 
the Electricity Sector Law, based on 
profitability of the 10-year Spanish State 
bond plus 300 base points. 

The latest proposal has been criticised by 
Spain’s wind energy association AEE which 
noted that the new legislation would scrap 
subsidies for wind farms accounting for up 
to 37% of installed wind power and cut 
subsidy payments by half for the rest of the 
facilities, adds Dow Jones Institutional 
News report.

http://www.publications.pwc.com/
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Spain
EU apex court orders Spain to repay 
income earned from fuel tax
The European Court of Justice (ECJ) has 
now ruled that a fuel tax imposed by Spain 
is illegal. The ‘IVMDH’ or ‘health cent’ tax 
covered fuels such as gasoline, diesel, fuel 
oil and paraffin, and funded health care 
initiatives undertaken by regional 
governments in autonomous regions. It was 
imposed over the period from 1 January 
2002 to 31 December 2012, reports Reuters. 
The ruling, which can’t be appealed against, 
directs the Spanish government to repay the 
proceeds from the levy, which reportedly 
amount to up to €13bn.

Late last year one of the top legal advisors to 
the apex court, Advocate General Nils Wahl, 
had issued a written opinion stating that 
Spain’s ‘health cent’ tax on hydrocarbons 
violates EU laws. The top court, agreeing with 
the Advocate General’s opinion, has ruled that 
the levy violates the EU Excise Duty Directive 
as it does not have a specific aim apart from 
budgetary goals and has directed the country’s 
regional and central governments to repay the 
revenue collected under the levy. 

The government will only repay those 
consumers who provide purchase receipts.

Madrid’s request to limit tax repayments to 
prevent putting public health spending at 
risk was rejected by the court. Commenting 
on the ruling Spain’s Treasury Minister 
Cristobal Montoro told Reuters that as the 
implementation of the tax was authorized by 
the European Commission, it should share 
some responsibility.

As Spain struggles to cut the budget deficit 
to €60bn or 5.8% of the gross domestic 
product this year and 4.2% by 2015, the 
negative ruling is likely to prove very costly.

What this means for you
Araceli Zatarian – PwC Spain – “The judgment of the 
European Court of Justice has opened up the chance to 
recover the fuel retail tax paid as from the time that 
tax was implemented in the Spanish Legislation.”

http://www.publications.pwc.com/
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Tunisia
Tunisia passes new constitution 
containing climate clause 
Tunisia adopted a long-awaited new 
constitution, the first in the region to include 
a climate cause, on 26 January. The 
approval comes three years after former 
President Zine el-Abidine Ben Ali’s regime 
was overthrown. Only two other nations, 
Ecuador and the Dominican Republic, have 
made a formal commitment to climate 
action in their constitution, according to 
Climate Parliament. 

The climate clause was introduced by 
Tunisian MP Dr. Dhamir Mannai in a 
constitutional amendment named 
“Contribution to the preservation of the 
climate”, the Climate Parliament article 
adds. Article 44 of the new Tunisian 
constitution requires the state to guarantee 
“a sound climate and the right to a sound 
and balanced environment”, and “provide 
the necessary means to eliminate 
environmental pollution”, adds the report. 

Quoting MP Hasna Marsit, who was involved 
in drafting Article 44, Climate Parliament 
notes, “The new constitution recognises that 
Tunisia is particularly vulnerable to the 
effects of climate change. The predicted 
northward expansion of the Sahara desert 
over the course of the 21stcentury could 
pose an existential threat to the Tunisian 
people, who live mostly in a narrow strip of 
fertile land to the north of the desert.” 

The move is expected to accelerate the 
development of Tunisia’s budding renewable 
energy industry, particularly the capture of 
solar energy in the Sahara Desert. 

http://www.publications.pwc.com/
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United States
Obama proposes USD$1bn ‘climate 
resilience fund’
US President Barack Obama has proposed a 
USD$1bn ‘climate resilience fund’ in his 2015 
fiscal budget. The fund was mentioned by the 
President for the first time in February during 
a speech at Los Banos between San Jose and 
Fresno, one of the draught-stricken areas of 
California. Quoting the President Fox News 
reported, “The budget that I send to Congress 
next month will include $1 billion in new 
funding for new technologies to help 
communities prepare for a changing climate, 
set up incentives to build smarter, more 
resilient infrastructure”. He reportedly added 
that the Climate Data Initiative will include 
new challenges launched through 
collaboration between administrators and 
technology innovators.  

If approved by the Congress, the taxpayer 
financed fund will help the nation prepare for 
the negative impact of climate change. It will 
support community level initiatives that help 
cope with extreme weather events like draught, 
flood, and wildfires, and back research and new 
technologies for adapting to higher sea levels. 

Last year in June President Obama 
introduced the “Climate Action Plan” aimed 
at reducing the country’s greenhouse gas 
emissions, preparing the country for the 
effects of climate change and demonstrating 
leadership in international talks to mitigate 
and adapt to global climate change. As a 
part of the plan, the Environmental 
Protection Agency (EPA) issued regulations 
limiting carbon emissions from existing and 
newly constructed power plants. According 
to Fox News, the proposed climate resilience 
fund is to be launched separately from the 
Climate Action Plan, but it will help promote 
the same green cause.

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

US Ways & Means Chairman Camp 
proposals would end renewable energy 
tax credits
Tax reform proposals put forward by House 
Ways & Means Chairman Dave Camp would 
effectively end all renewable energy tax 
credits (and other business tax credits) 
from 2017. 

The Camp proposals reduce, in particular, 
the amount of the production tax credit 
(PTC) by eliminating the inflation 
adjustment that exists in the current rules. 
This would result in the credit being limited 
to a maximum of 1.5¢ per kWh of electricity 
generated from most eligible sources and 
1.5¢ per kWh for electricity from biomass. 
Further, the proposal would apply to 
electricity produced after 31 December 2014 
which would have the effect of reducing tax 
benefits for both existing projects and those 
that met the PTC “begun construction” test 
by the end of 2013. The PTC would expire 
altogether on 31 December 2024.

The Draft would also eliminate the energy 
investment tax credit (ITC) but allow 
taxpayers to claim the credit for property 
placed into service before 31 December 
2016, which is the currently scheduled 
expiration date for the full 30% ITC.

Finally, the Draft would repeal numerous 
other existing and expired provisions for 
renewable energy, energy efficient property, 
alternative fuels and vehicles and carbon 
capture and sequestration. 

What this means for you
Matt Haskins – PwC US – “Neither 
the Camp proposals nor the prior 
energy tax proposals from former 
Senate Finance Chairman Max 
Baucus are likely to pass in their 
current form, but they represent 
contrasting visions for the future of 
renewable energy supports 
following corporate tax reform. 
Since tax incentives remain an 
important component of project 
economics for renewables, 
developers and investors will want 
to monitor the progress of corporate 
tax reform efforts.”

http://www.publications.pwc.com/
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China
China aims to cut energy intensity 
further in 2014
China aims to cut energy intensity in 2014 
by 3.9 percent (compared to 3.7 percent in 
2013) in order to assist energy conservation 
and emissions reduction, according to a 
government work report. The report was 
delivered by Premier Li Keqiang in March at 
the annual session of the National 
People’s Congress.

The emissions of sulphur dioxide and 
chemical oxygen demand will both be 
reduced by 2 percent this year, adding to the 
3.5 percent and 2.9 percent reductions 
last year.

The actions which the government intends 
to take focus on raising the proportion of 
electricity generated by non-fossil fuel, 
developing smart grids and promoting 
balanced distribution of energy resources, 
encouraging the development of wind and 
solar power, and starting construction of a 
number of hydropower and nuclear power 
projects, says the report.

China will also strengthen exploration, 
exploitation and utilization of natural gas, 
coal seam gas and shale gas, the report 
concludes. The aim is also to speed up the 
development and use of energy-efficient and 
environmentally friendly technologies and 
products and turn the energy conservation 
and environmental protection industries 
into dynamic sunrise industries.

http://www.publications.pwc.com/
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The government will also support research 
and development in the field of energy 
saving technology and improve the 
environmental regulatory regime at local 
and national levels.

Last year the State Council launched the 
Airborne Pollution Prevention and Control 
Action Plan covering a wide range of 
emitters and setting out specific targets 
for 388 cities, but it has proved inadequate 
in curbing the rising pollution levels. Poor 
air quality has become an increasingly 
hot topic in China over the last year with 
pollution levels reaching alarming levels in 
urban areas. The resultant public outcry has 
made the issue a top priority and prompted 
the government to take concrete steps to 
curb emissions. 

China
China considers nationwide pollution 
permit scheme
China is considering a countrywide 
emissions permit trading system in an effort 
to clean its environment using market based 
solutions, reports Reuters Point Carbon. 
China’s Environmental Protection Minister 
Zhou Shengxian, in his remarks published 
on a government website, states that work 
on new guidelines for pollution permits is in 
progress and proposals on new pilot trading 
schemes will be published in the near 
future. 

The ministry has set an air pollution 
reduction target of 5%-25% and is 
considering a monitoring system to assess 
the progress made by various provinces, 
Reuters Point Carbon notes. 

This year China aims to cut nitrogen oxide 
by 5% and both sulphur dioxide and 
ammonium nitrate by 2%, the news 
source added.

Indiscriminate industrial expansion over the 
last three decades has led to heavy air, water 
and soil pollution in China. Carbon trading 
schemes form a major part of the 
government’s strategy to clean up the 
environment. The pilot cities and provinces 
which are already running carbon emissions 
trading pilot schemes (five of the seven are 
already up and running) have now signed an 
agreement with other environmental 
exchanges to look into trading not only 
carbon credits but also pollution, water and 
energy use permits, according to the South 
China Morning Post.

China sets up fund to fight air pollution
Chinese Premier Li Keqiang hosted a 
State Council executive meeting on 12 
February to discuss ways of preventing air 
pollution. According to a statement posted 
on the government website, the central 
government will set up a special 10bn yuan 
fund dedicated to air pollution control. The 
funds will be used to reward air pollution 
control and prevention initiatives rather 
than to offer subsidies.

According to the official statement, the 
government will encourage the accelerated 
adjustment of energy structure. That will 
mean, for example, implementation of 
cross-transmission projects, controlled coal 
consumption and increased use of clean 
coal, promotion of high quality gasoline 
for automobiles, implementation of heat 
metering reform, promotion of energy 
efficiency and, speedy elimination of old 
inefficient and coal-fired boilers. 

What this means for you
Allan Zhang – PwC China – “As envisaged, the government is increasingly taking 
tough action against environmental pollution. Leading companies are taking 
advantage of this trend to generate new business opportunities and as a 
differentiator to their competitors. The laggards will suffer.”

http://www.publications.pwc.com/
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India
India to set up a new environment 
regulation authority 
The Indian Supreme Court ordered the 
Environment Ministry to establish a 
regulator at the national level with offices in 
as many states as possible by 31 March 2014, 
in an order dated 6 January 2014. 

Currently the responsibility of processing 
environmental and forest clearance 
for various projects required under the 
Environment Protection Act of 1986 and the 
Forest Conservation Act of 1980 lies with 
central and state level committees and the 
environment ministry. A report by Livemint 
on 11 March 2014 sets out the environment 
ministry’s recent recommendation on 
creation of an independent environmental 
regulator who will be responsible for 
evaluation of projects, monitoring 
compliance and imposing penalties on 
defaulters but the approval itself will be 
granted by the ministry. The details of the 
recommendation are likely to be contained 
in the affidavit that the government is 
expected to submit to the court shortly.

http://www.publications.pwc.com/
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Indonesia
Indonesia gives green light to new 
energy policy promoting renewables 
The Indonesian Government’s new energy 
policy received formal backing from the 
House of Parliament in late January. The 
policy calls for gradual cuts in fossil fuel 
use and an increased share of renewables 
in the energy-mix, reports the Jakarta 
Post. Quoting Jero Wacik, the Minister of 
Energy and Mineral Resources and acting 
chairman of the National Energy Board, the 
news source adds that the milestone move 
will lead to the development of a nation-
wide policy on the ideal energy mix for the 
country in the coming years. 

Currently fossil fuels account for 49% 
of Indonesia’s energy output, reports 
the Jakarta Post. Under the new policy 
the country will strive to limit the use of 
fossil fuels to 25% by 2025 and 20% by 
2050, according to the news source. The 
new regulation also calls for measures to 
increase the use of natural gas from 20% to 
22% by 2025 and 24% by 2050. 

The report adds that the Government will 
prioritise the development of solar, wind, 
water, biomass and other renewable sources 
of energy enabling a jump in renewable 
power usage from the existing 6% to more 
than 23% by 2025 and 31% by 2050. 

The new energy policy also aims to increase 
installed capacity from the existing 44GW 
to 115GW by 2025 and 430GW by 2050. 
According to the newspaper Satya Widya 
Yudha, a member of the House Commission, 
hinted at the possibility of developing 
nuclear energy, drawing attention to the fact 
that a nuclear plant of 1500MW capacity can 
be constructed over two years, but building 
a geothermal power plant of 55MW capacity 
would take seven years. 

On the side-lines of the parliamentary 
session, Minister Jero informed the Jakarta 
Post that the ministerial regulation to be 
issued during the implementation of the 
new policy will outline initiatives planned 
to meet the energy targets. He added that 
the soon to be drafted General Plan for 
National Energy (RUEN) will provide details 
regarding subsidies and energy pricing.

What this means for you
Anthony Anderson – PwC Indonesia – “Whilst the 
opportunities from the move to greater use of 
renewable energy have caught the attention of the 
domestic business sector and foreign investors in 
Indonesia, the challenge for investors remains to 
have the government ensure that there is sufficient 
coordination between different ministries to ensure 
that practical issues such as forestry related issues 
and land acquisition do not hold up projects.”

http://www.publications.pwc.com/
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Vietnam
Vietnam increases water tax for 
hydropower production 
Vietnam’s Ministry of Finance (MoF) has 
announced a hike in the tax on water 
utilised for generating hydropower. Citing 
the MoF Vietnam News Brief reported that 
hydropower generators will have to pay a 
tax of 4%, which is double the previous levy, 
on natural water utilised during energy 
production. The ministry reportedly added 
that the move is in line with the National 
Assembly Standing Committee resolution 
released last year.

With draught in central parts of the country 
burdening hydropower producers over the 
last year, the hike will add to the cost of 
energy production. According to Vietnam 
News Brief, if the production cost increases 
by 5% or more, the nation’s only energy 
distributor Vietnam Electricity (EVN) may 
raise retail power prices.

The new tax came into force on 1 February. 
Hydropower accounts for 34.9% of 
Vietnam’s total energy output with installed 
capacity of 14,240MW, but its development 
comes at the cost of considerable land space, 
forests, resettlement of thousands of people 
and environmental risks, reports Vietnam 
News Brief.
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The press release adds that, “the fund 
would manage access to resources with a 
view to seeking geographical balance and 
a reasonable and fair allocation across a 
broad range of countries, while maximizing 
the scale and transformational impact of 
the mitigation and adaptation activities of 
the fund”. 

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. Unfortunately, nations have failed 
to reach a concrete agreement on the exact 
source of the funds. According to a report by 
Point Carbon, the fund only holds USD$40m 
currently as rich nations are unwilling to 
put pressure on their struggling economies 
and contribute as scheduled. The fund is 
expected to be open for capitalisation in the 
second half of 2014.

Green Climate Fund to give 
equal importance to mitigation 
and adaptation 
The Green Climate Fund will allocate equal 
amount of resources to mitigation and 
adaptation efforts, reports an official press 
release. The decision was taken by board 
members at a meeting in Bali, Indonesia in 
the last week of February. 

The Green Climate Fund was agreed upon 
by parties at the 2010 United Nations 
Framework Convention on Climate Change 
(UNFCCC) conference in Cancun, Mexico. 
The fund aims to mobilise money to assist 
poorer nations in reducing greenhouse gas 
emissions and adapting to the impacts of 
climate change. UN Secretary General Ban 
Ki-Moon inaugurated the headquarters 
of the fund at Songdo in South Korea in 
December last year. 

Apart from aiming for a “50:50 balance 
between mitigation and adaptation over time”, 
other key decisions taken by the board include 
allocating 50% of resources earmarked for 
adaptation to particularly vulnerable nations 
including small island developing states, 
African states and least developed countries, 
incentivising low-carbon development 
through increased engagement and significant 
allocation to the private sector, and defining 
the gender action plan by October 2014. 
The proposal approval process, investment 
and risk management framework, result 
management framework and the accreditation 
framework were some of the other topics 
discussed during the meeting.

Following the meeting Co-Chair Mr. 
Manfred Konukiewitz from Germany said, 
“We discussed heart and bone issues for the 
Fund here at Bali – policies and procedures 
that should make the Fund a success story. 
We have to make sure that this institution 
becomes the innovative and ambitious 
instrument of climate finance – a significant 
fund that will make the difference for people 
in developing countries and the planet”. 

Co-Chair Mr. Jose Maria Sarte Salceda from 
the Philippines, where Typhoon Haiyan 
caused serious damage last November, 
added, “Decisions taken this week ensure 
that the Fund can help developing countries 
to cope with the devastating impacts 
of climate change and become more 
climate resilient. We need to put in place 
the essential requirements so that the 
developing world can access climate finance 
for scalable projects and investments, with 
a projected floor of 50% of initial adaptation 
allocations being reserved for the most 
vulnerable countries”.

The board will take decisions regarding 
receipt, management, programme and 
disbursement of funds in May. The 
Secretariat has been directed by the board 
to draft a “comprehensive work programme 
on readiness and preparatory support” that 
encourages developing nations to make the 
most of the fund. 
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