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The world’s highest emitting nations look to be engaging in the battle 
against climate change, with China and the United States both launching 
initiatives in recent months to reduce greenhouse gas emissions and drive 
sustainable growth. Within the space of a week, China launched the first of 
its seven pilot emissions trading schemes and in the United States, President 
Obama delivered a landmark speech in which he set out the nation’s Climate 
Action Plan. The following week, the European Union (EU) Parliament 
narrowly approved the ‘backloading’ proposal which may limit some of the 
oversupply of carbon permits in the EU emissions trading scheme (ETS).

Some suggest these positive developments offer a glimmer of hope for 
progress towards reaching a meaningful global deal in 2015. On the other 
hand, sceptics argue that these nations’ focus on domestic measures could 
give them more room to move in international negotiations. Either way, it is 
clear that much more ambition will be needed post‑2020, if global 
temperature increases are to be limited to 2 degrees Celsius.

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 August 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.

John Preston

Global Tax Policy 
Leader
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Europe, Middle East and Africa
European Union
European Parliament supports 
‘backloading’ as short‑term fix to 
carbon market
The European Parliament in July voted in 
favour of a revised proposal to temporarily 
withhold 900 million allowances from the 
European Union (EU) Emissions Trading 
Scheme (ETS) between 2013 and 2015, in a 
process known as ‘backloading’. The 
European Commission’s original version of 
the proposal was rejected by a small margin 
in April. 

The amended proposal includes a number of 
new conditions for the backloading process to 
take effect. Among these is the condition that 
impact assessments are undertaken to ensure 
there is no significant risk of ‘carbon leakage’, 
which could occur if industries choose to 
relocate outside of the EU to avoid the ETS. 
The revised plan also limits the number of 
allowances to be withheld to no more than 
the 900 million proposed and provides 
assurance that the backloading process is a 
one‑off measure that will not be repeated. 

The updated proposal was passed by a simple 
majority, with 344 members of parliament 
(MEPs) voting in favour of the proposal and 

311 against it. European carbon prices rose to 
€4.70 (USD$6.05) per tonne on news of the 
favourable vote. In April, carbon prices had 
temporarily slumped to record lows of €2.63 
(USD$3.39) following rejection of the 
original proposal in Parliament.

Following the July vote, the European 
Commissioner for Climate Action said, “The 
European Parliament has sent a clear 
message: Europe needs an effective ETS and 
a genuinely European climate policy. I of 
course welcome this positive vote which also 
shows that the European Parliament shares 
the Commission’s view: we must have a 
well‑functioning European carbon market to 
boost innovative low‑carbon technologies in 
Europe. The next step is now for the Council 
to take a decision. The sooner, the better, so 
that we can move on to the structural reform 
of the ETS as soon as possible”.

In addition to the backloading proposal, 
plans for long‑term structural reforms to the 
EU ETS are also underway. 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.

In May this year, Energy and Environment 
Ministers from nine Member States issued a 
joint statement calling for the European 
Commission to “bring forward, by the end of 
the year at the latest, proposals to perform a 
proper structural reform of the EU ETS, as 
well as giving investors a clear signal on 
Europe’s low carbon ambition beyond 2020, 
in order to stimulate low carbon investments 
and the most cost‑effective emission 
reductions”. Ministers from Germany, France, 
the Netherlands, Sweden, Denmark, 
Portugal, Finland, Slovenia and the United 
Kingdom signed the statement. 

What this means for you
Jonathan Grant – Director, PwC 
United Kingdom – “The EU pioneered 
the use of emissions trading to tackle 
climate change, so we mustn’t 
underestimate the importance of the 
vote to limit some of the oversupply, 
and create a bit more tension in the 
market. The EU ETS is a model which 
other countries are watching so the 
backloading vote is important for the 
credibility of what is the EU’s flagship 
climate policy. It is also significant 
because it signals that structural 
reforms to the market may be 
possible which could really move the 
needle on carbon prices.”

Continued
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Legislative proposal requires ships in 
European waters to monitor, report and 
verify emissions 
The European Commission has published a 
legislative proposal that would require large 
ships in European waters to monitor, report 
and verify their carbon dioxide emissions 
from January 2018. Plans to introduce the 
rules were announced in late 2012, and the 
legislative proposal was tabled in June. The 
proposal requires the approval of the 
European Parliament and European Council 
before it can become law. 

The new rules would apply to ships over 
5,000 gross tonnes that use EU ports, 
regardless of the ships’ origin or destination. 
Owners will be required to disclose 
information such as a ship’s fuel 
consumption, carbon dioxide emissions, 
distance travelled, time spent at sea, 
transport work and energy efficiency.

According to the European Commission, the 
new rules are expected to reduce shipping 
emissions in European waters by 2% and 
annual fuel costs across the sector by up to 
€1.2 billion in 2030.

In a related development, the European 
Commission in May published a draft 
regulation that would reduce port fees for 
‘green’ ships, according to ENDS Europe. 
The draft regulation proposes to standardise 
port entry fees across the EU based on a ship’s 
type, fuel and activity. The main aim of the 
proposal is to promote increased efficiency in 
goods handling at major European ports. 
According to ENDS Europe, the concept is 
still in its initial stages and the Commission is 
awaiting support from Member States and 
MEPs before developing the proposal further. 

At a global level, the International Maritime 
Organisation (IMO) – the UN agency 
responsible for shipping safety and security, 
and prevention of marine pollution – has 
reportedly made progress towards reaching a 
deal on reducing greenhouse gas emissions in 
the international shipping sector. According 
to Point Carbon, citing sources from the 
WWF and Transport & Environment, 
agreement was reached on a text relating to 
‘Energy Efficiency Technology Sharing’ at the 
65th meeting of the IMO’s Marine 
Environment Protection Committee in May. 

Continued
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EU agrees reforms to bloc’s 
agricultural policy 
Following nearly two years of debate, the 
European Parliament, European Council and 
European Commission in late June reached 
agreement on reforms to the bloc’s Common 
Agricultural Policy (CAP). The reforms focus 
on how €50 billion (USD$65.37 billion) of 
agricultural funding will be distributed 
“between Member States, between regions 
and between farmers” over the period from 
2014 to 2020. 

The European Commissioner for Agriculture 
and Rural Development said, “This 
agreement will lead to far‑reaching changes: 
making direct payments fairer and greener, 
strengthening the position of farmers within 
the food production chain and making the 
CAP more efficient and more transparent”. 

According to a European Commission press 
release, “a greener CAP” will see the 
investment of more than €100 billion 
(USD$126 billion) to help the agricultural 
sector address the challenges of soil and water 
quality, biodiversity and climate change.

Under the reforms, Member States will be 
required to allocate 30% of funding under 
the CAP’s ‘Direct Payments’ system to the 
undertaking of sustainable farming 
practices from 2018. For farms to be eligible 
to receive direct payments, they are required 
to maintain permanent grassland areas, 
diversify their crops and conserve 5% of 
their total agricultural areas as Ecological 
Focus Areas (EFAs). This EFA obligation 
could rise to 7% under future reviews of 
the CAP.

Member States will be required to direct at 
least 30% of ‘Rural Development’ funding 
towards “agri‑environmental measures, 
support for organic farming or projects 
associated with environmentally friendly 
investment or innovation measures”. 

Under the wider CAP reforms, the 
calculation of entitlements to ‘Direct 
Payments’ will change. In a significant 
move, these subsidies will no longer be tied 
to historical production levels. However to 
ensure that farms do not lose all of their 
former entitlements, losses will be capped at 

30%. To achieve fairer distribution of the 
aid, measures will be taken to ensure that 
every Member State receives at least 75% of 
the Community average by 2019, and within 
States minimum aid levels will be set at 60% 
of the regional or national average 
per hectare. 

The European Parliament will formally 
adopt the reforms later this year and most 
changes will come into force from 1 January 
2014. Reforms associated with changes to 
the ‘Direct Payments’ system will take effect 
from 2015 to allow Member States and 
farmers more time to prepare. 
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Israel
Israeli cabinet approves natural gas 
export plan
On 23 June, the Israeli cabinet approved a 
controversial plan to reserve 60% of the 
country’s natural gas for domestic use. As a 
result of the plan, Israel will be assured 
around 540 billion cubic meters of gas over 
the next 25 years.

The Government hopes the cabinet vote will 
end the debate on how much of Israel’s gas 
reserves, currently estimated at 900 billion 
cubic meters, should be reserved for local 
industry, transportation and consumers, and 
how much should be sold overseas. 
According to the US Geological Survey, 
there is still significant potential for the 
discovery of large offshore natural gas fields 
in the Levant Basin and major players in the 
market are currently considering a range of 
export options, including shipping LNG to 
the Far East and using pipes to export to 
Europe through Cyprus. 

Following the Israeli cabinet’s approval, a 
group of Parliament members and non‑profit 
organisations asked for a High Court of 
Justice order that the gas export policy be 
approved by the Knesset, the Israeli 
Parliament, rather than the Government. 

It is expected that this legal procedure will 
delay execution of the recently approved gas 
export plan.

What this means for you
Eitan Glazer – Energy and Cleantech Practice Leader, 
PwC Israel – “The natural gas export plan approved by 
the cabinet could revolutionise the energy sector in 
Israel. It presents an opportunity to attract 
multinational oil and gas companies to invest in LNG 
infrastructure and develop additional offshore oil and 
gas fields, stimulating growth in the local economy 
and additional revenue streams for the Government.”
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Romania’s green certificates programme 
came into effect in 2011 to support the 
generation of renewable energy. Under the 
programme, producers of renewable energy 
receive a set number of green certificates for 
every MWh of energy generated. Green 
certificates can be sold to electricity 
suppliers, who are required to purchase an 
increasing number of green certificates each 
year. The green certificates scheme covers 
energy generated from eligible renewables 
installations commissioned up to the end 
of 2016. 

Under the decree, producers of solar and 
hydro power from existing installations will 
now have to wait until March 2017 to receive 
their balance of green certificates , and for 
wind farms receipt of the balance will be 
postponed until 2018, according to the news 
source, Romanian Insider, citing local news 
agency Mediafax. For new installations the 
number of green certificates per MWh has 
decreased, meaning solar power generation 
will now receive two instead of six green 
certificates , small hydro will receive one 
instead of three and for wind power, one 
instead of two. 

Romania’s Energy Minister had previously 
said that the country’s incentive scheme is 
“the most generous in the European Union 
and has had a negative impact on 
households and industrial consumers” in 
terms of electricity prices, according to 
Agence France Presse. In relation to the cuts, 
the Prime Minister said that “(the 
government) had to find a compromise 
allowing investors in renewable energy to 
continue to make profits but not to the 
detriment of the other industries or of 
households”.

Agence France Presse reported that more 
than USD$4 billion has been invested in 
Romania’s renewable energy sector since 
2010 and according to Reuters, in January 
this year the cost of green certificates 
accounted for nearly half of a 10% increase 
in household energy bills.

The Romanian government says it remains 
committed to achieving 24% of total 
domestic electricity output from renewables 
by 2020, Agence France Presse reported.

Romania
Romania cuts ‘green certificates’ 
support for renewable energy 
In a bid to curb rising electricity prices, 
Romania has cut incentives available to 
green energy producers. The decree was 
passed in the first week of June and took 
effect from 1 July. 
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Switzerland
Switzerland proposes amendments to 
Environmental Protection Act in lieu of 
new energy tax 
Swiss nationals will next year vote on the 
introduction of an energy tax in Switzerland. 
The initiative launched by the Green Party 
proposes to replace VAT on all 
non‑renewable energy sources, with a new 
energy tax. However the Federal Council is 
of the opinion that an energy tax is not the 
best approach to promote efficient use of 
natural resources. 

The Federal Council has instead proposed a 
revision to the country’s Environmental 
Protection Act (EPA) in an effort to “develop 
and modernise (the country’s) 
environmental policy”. The Federal Council’s 
proposed amendments were published on 26 
June and are open to consultation until 30 
September, according to a press release on 
Switzerland’s Department of the 
Environment, Transport, Energy and 
Communications website. In the event Swiss 
voters reject the energy tax, the revised EPA 
will enter into force. 

The proposed amendments to Switzerland’s 
EPA target four key areas – “objective and 
reporting”, “waste and raw materials”, 
“consumption and production” and 
“comprehensive instruments”. The Federal 
Council considers overall objectives and 
regular reporting to be essential to achieving 
emissions reductions, both domestically and 
internationally, and making progress 
towards a greener economy. In relation to 
waste and raw materials, the amendments 
aim to provide a legal basis for 
“strengthening the circular economy”, 
increasing the use of recycled raw materials 
and reducing raw materials consumption 
and waste. The Federal Council proposes to 
work with businesses to lessen the 
environmental impacts of products 
throughout their lifecycle and consider the 
introduction of regulations concerning 
“product environmental information and 
reporting on ecologically sensitive elements 
of a product range”. The Federal Council also 
proposes to increase collaboration and 
information sharing between science, 
business and society and ramp up its 

international commitment on resource 
efficiency improvement.

On 1 January this year, Switzerland’s revised 
CO2 Act came into force, which legally binds 
the country to cut its greenhouse gas 
emissions by 20% compared to 1990 levels 
by the end of the decade. The Act primarily 
covers fossil thermal and motor fuels, as well 
as certain other greenhouse gases in addition 
to carbon dioxide. It also mandates the 
Federal Government to coordinate climate 
change adaptation activities and sets various 
measures for buildings, transport 
and industry. 

In line with Switzerland’s 2020 emissions 
reduction commitment, the Federal 
Government announced early last month 
that the nation’s carbon tax on fuels will next 
year increase by 66%, from 36 Swiss francs 
(USD$37.89) to 60 Swiss francs 
(USD$63.15) per tonne. Companies are 
eligible for exemptions from the tax if they 
participate in emissions trading or agree to 
comply with an emissions cap.

http://www.publications.pwc.com/
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Turkey
Turkey secures funding under World 
Bank’s Partnership for Market 
Readiness programme
Turkey is the latest country to have been 
awarded funding under the World Bank’s 
Partnership for Market Readiness (PMR) 
programme. The PMR programme, which 
was established at the UN climate change 
summit in Cancun in 2010, supports 
less‑developed nations in implementing 
programmes to cut emissions. The 
programme is funded by contributions from 
some of the world’s richest nations including 
Australia, Denmark, the European 
Commission, Finland, Germany, Japan, the 
Netherlands, Norway, Spain, Switzerland, 
the United Kingdom and the United States. 

According to the World Bank’s PMR website, 
Turkey has been awarded USD$3 million 
funding under the ‘Implementation Phase’ of 
the programme after its ‘Market Readiness 
Proposal’ was accepted by the PMR’s 
Partnership Assembly in May. According to 
Point Carbon, Turkey will use the funds to 
establish a pilot framework for monitoring, 
reporting and verifying emissions from its 

electricity sector and conduct a feasibility 
study on a possible future ETS in 
the country.

Despite the fact that Turkey does not 
currently have emissions reduction 
obligations and does not participate in 
compliance‑based emissions trading 
markets, Turkish companies have been 
active in voluntary carbon markets since 
2005. Turkey has a target to establish a 
national carbon market by 2015.

Turkey is the fifth country to have been 
awarded PMR Implementation Phase 
funding, following the successful Market 
Readiness Proposals of Chile, Costa Rica, 
Mexico and China. 

Sixteen countries in total have received 
‘Preparation Funding’ of USD$350,000 
under the PMR programme, which is used to 
help the applicant country to develop a 
‘Market Readiness Proposal’ for 
Implementation Phase funding.

What this means for you
Tolga Tasdelen – Director, PwC Turkey – 
“We expect carbon finance to play a significant role 
in attracting investment in renewable energy in 
Turkey over the coming years. Coal‑fired projects, 
on the other hand, which are currently supported 
by the government, will see an increase in their 
costs once the mechanism is established.”
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United Kingdom
UK publishes energy ‘strike prices’ and 
‘capacity market’ details as part of 
Electricity Market Reform 
The United Kingdom’s Department of 
Energy and Climate Change (DECC) has 
published its draft ‘strike prices’ for 
renewable energy generation for the period 
2014 to 2019 under its ‘contracts for 
difference’ (CfDs) scheme. The strike price 
rates which were not expected to be 
announced until later this year, were 
published early by DECC on 27 June, along 
with new details concerning wider reforms 
of the United Kingdom’s electricity market.

Strike prices are guaranteed electricity 
prices for energy generated under the CfD 
scheme, which is to be established by the 
Energy Bill currently before Parliament. 
Under the bill, CfDs will be available to 
investors in renewable, new nuclear and 
carbon capture and storage (CCS) projects, 
to assist in securing the large upfront capital 
costs for low carbon infrastructure and at 
the same time protect consumers from rising 
energy bills. 

According to the DECC website, the strike 
price (per MWh) for biomass conversion 
energy and hydro power will remain 
constant over the period 2014 to 2019, at 
£105 (USD$159.2) and £95 (USD$144) 
respectively. Meanwhile, strike prices for 
wind and solar will decrease over the 
period. For offshore wind, the strike price 
will be introduced at £155 (USD$235) 
before reaching £135 (USD$205) by 2019, 
for onshore wind the initial strike price will 
be £100 (USD$152) before decreasing to £95 
(USD$144) by 2018 and for large solar, the 
strike price will be introduced at £125 
(USD$190) and reach £110 (USD$167) by 
2019. DECC says the draft strike prices are 
“broadly comparable to the support levels 
available under the Renewables Obligation, 
with a number of adjustments to account for 
the benefits of CfDs”.

At the same time, further details of the 
government’s planned ‘capacity market’ 
were also published. The creation of a 
capacity market to provide back‑up to 
intermittent renewable and nuclear supply is 
another key element of the Energy Bill. 

According to the DECC website, the first 
capacity market auctions will take place in 
2014, subject to State aid approval, to ensure 
that sufficient capacity is in place by winter 
2019. DECC claims that reduced wholesale 
prices will partially offset the cost of 
capacity agreements borne by electricity 
suppliers and “consumers will be protected 
against volatility in market prices and costly 
blackouts”. The United States and a number 
of EU countries already have similar 
capacity markets in place. 

In addition to the CfD scheme and creation 
of a capacity market, the Energy Bill paves 
the way for the introduction of a carbon 
price floor and Emissions Performance 
Standards (EPS) for new power plants in the 
United Kingdom. 

The United Kingdom’s Energy and Climate 
Change Secretary said, “The Energy Bill is 
already progressing well through Parliament 
and received overwhelming cross‑party 
backing at Commons Third Reading”. It is 
expected to achieve Royal Assent this year, 
before taking effect from 2014.

DECC believes its proposed strike prices 
under the CfD scheme will help the United 
Kingdom to generate more than 30% of its 
energy from renewable sources by 2020 and 
enable significant decarbonisation of the 
energy sector by 2030. 

What this means for you
Ronan O’Regan – Director, PwC 
United Kingdom – “Existing investors 
in offshore wind will broadly welcome 
the draft strike prices. But questions 
remain whether this on its own will be 
enough to attract the new financial 
investors that the sector requires. 
Capital is internationally mobile and 
investors will assess opportunities 
across multiple markets and sectors. 
Investment is fundamentally driven by 
strong long‑term policy signals and 
targets and the UK needs to convince 
investors that its market is attractive 
and offers a stable regulatory 
environment.”

Continued
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UK: Scotland proposes single use carrier 
bag levy as Northern Ireland’s levy looks 
set to double 
England could soon be the only country in 
the United Kingdom without a levy on single 
use carrier bags, after Scotland in June 
announced plans to introduce a levy from 
October 2014. Also in June, Northern 
Ireland’s Environment Minister revealed 
plans to double its levy on single use carrier 
bags which was introduced in April this 
year. Wales became the first country in the 
United Kingdom to impose a single use 
carrier bag levy in October 2011. 

The Scottish Government initially 
announced plans for the introduction of a 
carrier bag levy in 2011, and has now 
launched a three month consultation on the 
proposal. The Government has proposed a 
minimum levy of 5 pence (USD$0.076) per 
bag, which is the same as that currently 
levied in Northern Ireland and Wales. The 
Environment Minister said in a statement 
that “(they) use more carrier bags per head 
in Scotland than any other part of the UK 
and this is unsustainable”. 

Under the proposal, it would be mandatory 
for all Scottish retailers to charge the levy to 
customers for “thin gauge/disposable carrier 
bags, regardless of material”, according to a 
government website. Some small shops 
would be exempt from a proposed 
requirement for retailers to report centrally 
on the number of bags sold and those given 
to charity, and certain categories of bags 
may also be exempt, including those used 
for health and safety reasons, privacy such 
as bags for prescriptions, fresh foods 
including fruit, unpackaged meat or fish, 
and unpackaged blades. 

Earlier in June, Northern Ireland introduced 
the ‘Carrier Bags Bill’ to its Assembly, which 
proposes to increase the country’s existing 
single use carrier bags levy to 10 pence 
(USD$0.152) and expand its scope to 
include low cost reusable bags, according to 
a government website. 

Northern Ireland’s existing 5 pence levy 
came into force on 8 April this year. Since 
then consumers have been required to pay 
the levy on all single use carrier bags made 

of plastic, paper or renewable resources such 
as starch. Current legislation requires all 
main retail outlets in Northern Ireland, 
including supermarkets, convenience stores, 
clothes and shoe shops, electrical retailers, 
grocery stores, off licences, newsagents and 
hardware stores to collect the levy. Bags 
used for hygiene and food safety, the 
protection of both goods and consumers, or 
confidentiality with respect to prescription 
medicines, are exempt from the levy. 

By extending the levy to include low cost 
reusable carrier bags, which are available 
from stores for as little as 5 pence 
(USD$0.076), Northern Ireland’s 
Environment Minister seeks to prevent these 
bags from also becoming “throw‑away 
bags”. The Minister plans for the proposed 
changes to take effect from April 2014.

Continued

What this means for you
Janette Jones – Partner, PwC Northern 
Ireland – “This is a serious message to 
manufacturers, retailers and 
consumers that the Northern Ireland 
Executive is determined to get an 80% 
cut in the 250 million carrier bags 
distributed in the region each year. 
The levy is just one of a number of 
proposals to cut landfill and 
encourage recycling. Business needs 
to take these proposals to heart and 
ensure that they anticipate and 
prepare for the next wave of 
environmental legislation.”
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UK unveils National Adaptation 
Programme report 
Last month, the United Kingdom’s 
Department for Environment, Food and 
Rural Affairs (Defra) published the 
government’s National Adaptation 
Programme (NAP) report. The report looks 
at the measures that councils, businesses, 
communities and the government in the 
United Kingdom are doing in response to the 
threats associated with climate change and 
take advantage of the business opportunities 
it creates. 

The NAP was informed by the government’s 
Climate Change Risk Assessment (CCRA) 
published last year which analysed the 
potential impacts of climate change on the 
United Kingdom. The NAP report contains a 
series of objectives, policies and proposals to 
address these risks, outlining the country’s 
adaptation priorities across six key themes 
– built environment, infrastructure, healthy 
and resilient communities, agriculture and 
forestry, natural environment and business. 

The NAP report shows that while 64% of 
major businesses in the United Kingdom 
have experienced supply chain disruption 
because of adverse weather and 70% 
recognise the risk posed by climate change, 
only 40% are taking active measures to 
prepare for the challenges and uncertainties 
associated with climate change. Economists’ 
estimates contained in the report show that 
for every £1 invested across Europe in 
climate change adaptation, four times as 
much can be saved in the future by avoiding 
potential damages.

As part of the Government’s NAP, in a report 
funded by Defra, PwC analysed the threats 
and opportunities from climate impacts 
overseas on the United Kingdom economy 
through to 2080. We found that threats 
significantly outweigh the opportunities 
and, in areas such as trade and investment 
and food security, overseas threats are likely 
to be an order of magnitude greater than 
domestic impacts. This is based on a 
medium emissions scenario consistent with 
2°C warming. 

Continued
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Our study identified five main threats – 
damages to physical and financial assets 
from extreme weather, increased frequency 
and urgency of humanitarian assistance, 
increased volatility in food prices, policy or 
political reactions affecting the availability 
of food supplies and increased demand for 
United Kingdom government services by 
overseas territories and citizens abroad. 

We found that climate change also presents 
opportunities for the United Kingdom 
economy, including increased potential to 
export adaptation goods and services, 
reduced shipping costs from the Arctic 
opening and greater international 
diplomatic cooperation. The study highlights 
the need for greater cooperation between 
public and private sectors to understand and 
respond to international climate impacts. 

What this means for you
Lit Ping Low – Assistant Director, PwC United Kingdom – “Addressing these 
threats and opportunities will require an unprecedented degree of 
collaboration between government and business, between different sectors 
of the economy and even between competitors within the same sector. 
Government has a key role in catalysing this collaboration, and providing the 
information and analysis that will make the business case for early action.”

Richard Gledhill – Global Climate Change and Carbon Markets Leader, PwC 
United Kingdom – “So what should business do about it? Start embedding 
climate risk into enterprise risk management. Focus on what’s material right 
now for business: supply chain resilience, energy costs and supply, 
commodity price exposure, water scarcity, skills availability, transportation, 
regulatory risks, stranded assets and brand reputation.”
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Costa Rica prepares for voluntary 
emissions trading scheme 
At the time of writing, Costa Rica was 
preparing to unveil rules for its domestic 
voluntary carbon market, ‘Mercado 
Doméstico Voluntario de Carbono de 
Costa Rica’.

Citing the country’s Climate Change 
Director, Point Carbon reported that an 
electronic platform, to be managed by the 
Government, could be operational as early 
as next year. The official indicated that 
voluntary trading will provide a trial for 
future mandatory emissions trading, which 
is expected after 2020.

Point Carbon reported that although the 
programme is currently voluntary, results 
from a local poll indicate that many firms 
are willing to participate in the scheme. 

According to Point Carbon, the regulatory 
framework for Costa Rica’s carbon market is 
based on a study published in May that was 
financed by the UN and conducted by 
consultancy firm, EcoRessources. The study 
estimates that the price per tonne of carbon 

dioxide in Costa Rica’s market will be 
USD$3, and that annual demand for local 
carbon offsets could increase from 733,000 
in 2014 to 1.64 million by 2020. Carbon 
allowances to be traded in the scheme – 
which represent the right to emit one tonne 
of carbon dioxide – are known as 
“Costarricense Compensation Unit” (UCC), 
according to The Costa Rica News. 

In addition to UCCs, carbon offsets from 
forest preservation projects can also be used 
by companies in their emissions reductions 
efforts. The EcoRessources study suggests 
that each year, the nation’s forest sector 
could generate up to two million offset 
credits for use in the voluntary market, 
according to Point Carbon.

Earlier this year, Costa Rica was awarded 
USD$3 million funding under the World 
Bank’s Partnership for Market Readiness 
(PMR) programme for the development of 
its domestic carbon market which, along 
with the country’s national forestry 
programme, will play a key role in achieving 
a target to be carbon neutral by 2021.
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Mexico
Mexico unveils National Climate Change 
Strategy as Environmental Liability Law 
comes into force
Mexico’s President unveiled the country’s 
new national strategy on climate change 
during National Environmental Week in 
early June. The National Climate Change 
Strategy provides guidance on how Mexico 
can achieve the short and long‑term goals 
set out in the country’s General Climate 
Change Law, which came into force in 
October last year. 

According to a government website, the 
National Climate Change Strategy outlines 
eight areas of action:

1. reduce the vulnerability to climate 
change of Mexicans living at risk and 
strengthen their capacity to adapt; 

2. reduce the vulnerability of production 
systems and strategic infrastructure to 
weather contingencies; 

3. promote the resilience of ecosystems to 
the effects of climate change; 

4. accelerate the energy transition towards 
clean energy sources; 

5. reduce the intensity of energy 
consumption through efficiency and 
rationality schemes; 

6. move toward sustainable city models, 
with intelligent mobility systems, 
integrated waste management and 
buildings with a low carbon footprint; 

7. promote better agricultural and forestry 
practices, with schemes for Reducing 
Emissions from Deforestation and 
Degradation (REDD); and 

8. reduce emissions from “short life” 
pollutants such as black carbon and 
methane, to improve the health and 
welfare of all Mexicans.

According to Point Carbon, the strategy calls 
for the use of climate‑focused financial tools 
including an emissions trading scheme and 
national mitigation actions (NAMAs) to 
price Mexico’s greenhouse gas emissions. It 
also aims to drive participation in voluntary 

carbon markets, particularly in forest 
related carbon offset projects, and addresses 
the need for the development of a REDD 
framework. The strategy reportedly states 
that electricity and water subsidies will be 
phased out in Mexico to ensure that the cost 
of environmental damage is reflected in 
market rates.

According to the government website, the 
National Climate Change Strategy was 
developed in collaboration with academics 
and environmental NGOs, and takes into 
account nearly 13,000 submissions from the 
general public. 

The General Climate Change Law and 
National Climate Change Strategy are key 
instruments in achieving Mexico’s 
commitment to reduce greenhouse gas 
emissions by 30% against business as usual 
levels by 2020 and 50% by 2050, and 
generate 35% of the country’s energy from 
clean sources by 2024.

In a separate development, Mexico’s new 
Environmental Liability Law came into force 
on 7 July, after it was published just one 
month earlier. The new law determines the 
fines, compensation and repairs payable by 
individuals and legal entities for 
environmental damages. The fines, which 
are imposed in addition to any 
administrative, civil or criminal 
responsibilities, range between USD$1,500 
and USD$3.1 million, depending on whether 
the accused is an individual or a legal entity. 
The Environmental Liability Law also allows 
for individuals and legal entities to claim 
environmental damage compensation and 
repairs from the violator.
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USA: President Obama delivers ‘Climate 
Action Plan’
On 25 June, President Obama announced his 
Climate Action Plan in a major address at 
Georgetown University. The plan is intended 
to cut greenhouse gas emissions in the United 
States, prepare the country for the effects of 
climate change, and demonstrate leadership 
in international talks to mitigate and adapt to 
global climate change.

As part of the plan, the Environmental 
Protection Agency (EPA) will be directed to 
issue regulations that would limit greenhouse 
gas emissions from both newly constructed 
and existing power plants. Regulations 
imposing caps on emissions from new power 
plants, as proposed in 2012, will need to be 
finalised by 20 September, and a draft plan 
for existing power plants, by June next year. 

While most of the news coverage of the 
President’s plan has focused on these 
proposed rules and their potential sectoral 
effects, the full proposal contains several 
other elements that could lead to increased 
investment in renewable energy. Among 
those are the following:

• The Federal government will increase its 
renewables usage goal from 7.5% to 20% 
by 2020. 

• The Department of Interior will permit an 
additional 10 gigawatts of renewable 
energy projects on public land by 2020.

• Federal agencies have been directed to 
streamline the siting, permitting, and 
review process for transmission projects.

In the Climate Action Plan, the 
Administration chose not to focus on its prior 
legislative proposal to expand and make 
permanent the production tax credit. 
However, the commitment to additional 
renewable energy usage would build on 
Executive Order 13514 and other prior orders 
on the government’s energy use, while 
leveraging its purchasing power to encourage 
further development of renewables. 

In addition to the above, the plan contains a 
wide variety of proposed actions across a 
spectrum of transportation, energy 
efficiency, and infrastructure issues, 
including support for local communities 
seeking to improve their resilience to major 
storms such as Hurricane Sandy.

The plan also directs the Department of 
Energy to make available up to USD$8 billion 
in loan guarantees for advanced fossil energy 
projects to spur continued work on carbon 
capture and storage.

At the global level, the plan calls for stronger 
efforts to engage with international partners 
in reaching a global deal to reduce carbon 
emissions through “concrete action”, and 
increased collaboration on climate initiatives 
with major emerging economies including 
India, Brazil and China. The plan also 
restates the Administration’s desire to see 
fossil fuel subsidies reduced across the world, 
and specifically calls for public financing for 
new coal plants overseas to be brought to an 
end, except where they deploy 
carbon‑capture technologies or in the world’s 
poorest countries where there is no other 
viable way to generate electricity.

The Administration also calls for global free 
trade in environmental goods, such as 
technologies including solar panels and 
wind turbines.

The President’s Climate Action Plan aims to 
help the United States achieve its objective to 
reduce carbon dioxide emissions by 17% from 
2005 levels by 2020.

What this means for you
Matt Haskins – Principal, PwC United 
States – “Although the actions set out 
in the Climate Action Plan are likely 
to lead to increased energy costs, 
they also could create new 
opportunities for business. In 
particular, the government’s 
commitment to increased renewable 
energy procurement and support for 
communities’ resiliency plans may 
increase demand for cleaner energy 
and eco‑efficiency solutions.”
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Australia’s new Prime Minister calls for 
early start to emissions trading 
Australia’s new Prime Minister has 
announced plans to introduce the country’s 
emissions trading scheme a year earlier than 
legislated. Since 1 July last year, ‘heavy 
emitters’ in Australia have faced a fixed 
price on carbon dioxide emissions. The price 
on carbon was to become variable from 
1 July 2015 when the pricing mechanism 
moved to market‑based trading. 

The announcement to bring forward 
Australia’s emissions trading scheme to 
1 July 2014 followed a sudden change in 
leadership within the government just 
weeks earlier. Former Prime Minister Julia 
Gillard was removed from her post in late 
June following a successful challenge for 
leadership by the country’s previous Prime 
Minister, Kevin Rudd, who she had toppled 
from power under the same circumstances 
just three years earlier. The government’s 
Climate Change Minister, Greg Combet, 
resigned soon after Kevin Rudd 
regained power. 

Tying Australia’s carbon price with the 
EU ETS a year earlier would leave a 
significant hole in the country’s carbon price 
budget. Kevin Rudd estimated that over four 
years, AUD$3.8 billion (USD$3.5 billion) of 
carbon price revenues would be lost from 
the federal budget, but said that a range of 
planned measures would be put in place to 
make up for the shortfall.

Legislative changes would be required for an 
early transition to emissions trading to 
occur, but it’s unlikely that any such 
amendments could be passed before next 
month’s Federal election. The leader of 
Australia’s opposition Coalition (Liberal / 
National) party has vowed to repeal 
Australia’s carbon price altogether if elected.

Australia’s carbon price was introduced to 
help the country reduce its greenhouse gas 
emissions by 5% by 2020 and 80% by 2050, 
relative to 2000 levels. Late last year, 
Australia also agreed to a second 
commitment period under the 
Kyoto Protocol. 

The change in leadership took place days 
before the first anniversary of Australia’s 
carbon price, which applies to facilities that 
emit over 25,000 tonnes of carbon per year. 
On 1 July this year, the carbon price 
increased from AUD$23 (USD$20.9) per 
tonne to AUD$24.15 (USD$21.9), a real term 
adjustment of 2.5% per annum. 

Australian carbon and energy research firm, 
RepuTex, says an early move to cap and 
trade pricing could see Australia’s carbon 
price fall to as low as a quarter of the current 
fixed price, in line with the current carbon 
prices in the EU ETS. In August last year, 
plans for a carbon price floor for Australia’s 
carbon market were scrapped and it was 
instead announced that the market would 
become linked with the EU’s carbon market 
from 2015 onward. Legislation formalising 
this link with the EU ETS was passed late 
last year and the Australian government has 
recently conducted an online public 
consultation on registry options for 
facilitating the link between Australian and 
EU markets. 

What this means for you
John Tomac – Partner, PwC Australia 
– “Should the current government 
retain power in the election, its 
ability to pass the required 
amendments would likely depend on 
the composition of the Senate from 
1 July 2014, and its ability to 
negotiate with the opposition and 
minor parties if, as expected, it does 
not hold a majority of Senate seats. As 
a consequence, significant 
uncertainty still remains regarding 
the likelihood of any changes being 
implemented by 1 July 2014.”
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China
China to introduce nationwide carbon 
market after 2016, says 
government official
China is set to launch a national carbon 
market soon after 2016, according to a senior 
government official from China’s National 
Development and Reform Commission 
(NDRC). The official discussed plans for the 
nationwide emissions trading scheme with 
journalists on the sidelines of the 2013 
Carbon Expo event held in Barcelona in May, 
various news sources reported. 

While the exact scope of the scheme is still 
to be decided, the official reportedly said the 
government plans to complete preparations 
for the scheme by 2016. According to Point 
Carbon, China’s national emissions trading 
scheme would cover carbon‑intensive 
sectors such as steel manufacturing and 
power generation, and additional sectors 
could be added in the future.

Quoting a recent World Bank report, ENDS 
Europe reported that “government 
intervention in an (emissions trading 
scheme) is a logical design feature” for 

China and authorities are considering using 
price floors and ceilings in the proposed 
nationwide scheme, or other measures 
which could be used to adjust the issuance of 
credits in the market. 

A week earlier, local media had reported 
that the NDRC was considering introducing 
an absolute cap on the nation’s overall 
greenhouse gas emissions. Under China’s 
current (twelfth) five‑year plan, the 
country’s emissions reduction targets are 
linked with GDP growth, in a measure 
known as ‘carbon intensity’. Under the 
five‑year plan, which continues through to 
2015, China aims to achieve a 40% to 45% 
cut in carbon dioxide emissions per unit of 
GDP by 2020, relative to 2005 levels. 

In related developments, earlier this year the 
World Bank’s Partnership for Market 
Readiness (PMR) programme awarded 
China USD$8 million for the development of 
a national carbon market, and pilot carbon 
trading markets will continue to be launched 
in seven designated cities and provinces 
across China through to 2015. 

Continued
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China: Shenzhen launches nation’s first 
pilot carbon market
The first of China’s pilot carbon trading 
markets launched in the city of Shenzhen in 
mid June. According to China Business News, 
the Shenzhen Emissions Exchange opened its 
first official trading day on 18 June, with 
eight deals worth 613,236 yuan 
(USD$99,356). Prices ranged from 28 yuan 
(USD$4.56) to 32 yuan (USD$5.22) per 
tonne of carbon dioxide emissions.

Shenzhen’s newly launched scheme will 
cover emissions from 635 industrial 
enterprises and 197 large public buildings, 
accounting for 38% of the city’s carbon 
emissions. The names of the firms covered by 
the scheme have not yet been disclosed but 
the total quotas allocated to industrial 
enterprises has reached 100 million tonnes 
for the period of 2013 to 2015. Shenzhen’s 
Exchange is the largest of its kind in China, 
with registered capital of RMB 300 million 
yuan (USD$48.6 million).

According to China Business News, Shenzhen 
has adopted a digital carbon credit 
declaration and allocation system in which 
enterprises apply online for their carbon 

emission estimates for 2013 to 2015, based 
on their production plans for the next three 
years. An allocation of quotas is generated 
automatically from the system, which 
enterprises can accept if they agree with the 
results generated. 

In addition to trading carbon allowances in 
Shenzhen’s pilot market, local carbon offsets 
that are issued by China’s NDRC can also 
be traded. 

According to the Shenzhen Emissions 
Exchange, by 2015 the carbon intensity of 
enterprises covered by Shenzhen’s pilot 
carbon market is expected to be 32% lower 
than in 2010. This would exceed the city’s 
average emissions reduction target of 21%.

Within days of the launch of Shenzhen’s pilot 
carbon market, officials from Shenzhen and 
California’s carbon market regulator entered 
into an agreement to collaborate on their 
respective cap and trade schemes, focusing 
on the development of systems for gathering 
data, monitoring markets, verifying 
emissions, compliance and enforcement, 
according to reports by Point Carbon.

What this means for you 
Allan Zhang – Director, PwC China – “China has set an ambitious timetable for the 
roll out of carbon pricing and emissions trading. Companies face a steep learning 
curve, addressing new compliance requirements and managing new costs and 
risks, as well as capitalising on new opportunities. The scale of the pilots is 
impressive by any standard, and with a national carbon market promised within 
three or four years, this is a major development in climate policy, for international 
companies as well as those in China. Any company with a carbon intensive supply 
chain in China will need to get to grips with the implications for their business.”

Richard Gledhill – Global Climate Change and Carbon Markets Leader, PwC United 
Kingdom – “China is ratcheting up the level of ambition in its response to climate 
change. There will be pressure on all major emitters to up their game ahead of any 
global deal on climate, which the UNFCCC hopes to deliver in 2015.”

Shenzhen is one of seven cities and provinces 
in China designated to launch pilot carbon 
markets between now and 2015. Beijing, 
Guangdong, Shanghai, Hubei, Tianjin and 
Chongqing are also preparing to launch their 
carbon trading experiments in the near 
future. At the time of writing, the cities of 
Beijing and Shanghai were expected to soon 
commence their own trading activities. 

According to Point Carbon, the city of 
Hangzhou could become the eighth region in 

China to pilot an emissions trading scheme 
after the city’s municipal government 
approved a plan in late June to cap the carbon 
dioxide emissions of hundreds of the city’s 
“major energy users”. 

China’s twelfth five‑year plan commits China 
to reduce total carbon intensity by 17%, and 
energy consumption by 16%, compared to 
2010 levels by 2015. 

Continued
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China announces new measures to 
control pollution
China’s State Council in mid‑June approved a 
directive containing 10 new measures to curb 
increasing air pollution and alleviate growing 
public anger over the nation’s air and water 
quality standards.

In a statement released following the 
meeting, the cabinet said the nation’s energy 
structure will be adjusted, its energy and 
emissions intensive industries strictly 
managed and PM2.5 control increased, 
various news sources reported. PM2.5 is fine 
particulate matter of less than 2.5 
micrometers in diameter, which can cause 
respiratory issues and other health problems. 

The new directive calls for a 30% reduction 
in emissions per unit of GDP in some of the 
nation’s highest emitting industries over the 
next four years. It would make pollution 
control upgrades mandatory for firms in 
emissions‑intensive industries, and threatens 
legal action on those firms that fail to comply. 

According to Reuters, other anti‑pollution 
measures include curbing growth in 
energy‑intensive sectors such as glass, steel, 
aluminium and cement, accelerating 
installation of pollution control equipment at 
small coal‑based refineries, developing or 
revising emissions standards for industries, 
improving environmental impact 
assessments of new projects and withholding 
land, financing, administrative approvals and 
other support for projects that fall short of 
environmental standards, and stringent 
enforcement of fees and penalties with 
regards to industrial emissions. The measures 
also propose increasing the supply of clean 
energy from sources such as methane and 
natural gas.

The directive follows the introduction of 
China’s first comprehensive plan to reduce 
overall air pollution, as unveiled by China’s 
Ministry of Environmental Protection in 
December last year. The plan, which was 
approved by the State Council in September, 
aims to cut the intensity of PM2.5 by 5%, 

nitrogen dioxide by 7% and, sulphur dioxide 
and PM10 particles by 10% across 13 of the 
country’s most economically active regions by 
2015 compared to 2010 levels. The regions 
targeted by the plan represent 117 cities, 71% 
of the economy, 48% of the population and 
14% of China’s geographic area. 

Poor air quality has become an increasingly 
hot topic in China over the last few months, 
with pollution levels reaching record highs in 
Beijing throughout the first quarter of 
the year. 
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India
India: Surat city to pilot domestic 
emissions trading market 
Surat will become the first city in India to 
launch a local emissions trading scheme, 
according to the Times of India. The emissions 
trading scheme is reportedly part of a broader 
pilot being conducted by India’s Ministry of 
Environment and Forests and the Central 
Pollution Control Board, which is expected to 
be rolled out across three states, including 
Gujarat, Tamil Nadu and Maharashtra. 

A city known for its textile industry, some 
areas of Surat have annual average particulate 
matter emissions that are close to double the 
recommended level of 150 milligrams per 
litre, the Times of India reported. Most of the 
city’s textile processing units run on coal 
or ligate.

According to the Times of India, Surat’s 
emissions trading scheme will cover 
approximately 500 facilities in and around the 
city. Those firms that are able to keep 
emissions within their emissions caps will be 
rewarded under the scheme, while those that 
exceed their caps will be penalised.

At the time of writing, 300 Surat facilities 
were to be fitted with devices to continuously 
monitor emissions of particulate matter, 
sulphur dioxide and nitrogen, while the 
remaining facilities are due to be fitted by the 
end of this year. A platform for the exchange 
of emissions allowances is also being worked 
on and, according to the member secretary of 
the Gujarat Pollution Control Board, should be 
finalised in coming months, the Times of India 
reported. The Gujarat Pollution Control Board 
hopes that emissions trading in Surat can 
commence as early as financial year 2014.
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Japan
Japan grows list of Low Carbon 
Growth Partners
During the last three months, Japan has 
formalised ‘Low Carbon Growth 
Partnerships’ with Ethiopia, Kenya, 
Maldives and Vietnam, according to 
announcements on Japan’s Ministry of 
Economy, Trade and Industry (METI) 
website, bringing the country’s total number 
of bilateral agreements to six.

The Low Carbon Growth Partnerships are 
designed to “promote investment and 
deployment of low carbon technologies, 
products, systems, services and 
infrastructure to achieve low carbon 
growth” in partner nations by allowing 
Japanese firms to undertake emissions 
reduction projects in the partnering nations. 
Point Carbon reported that tree planting, 
renewable energy installations and 
capturing and burning methane from 
landfill could be among the types of projects 
to be undertaken by participating 
Japanese firms. 

The recently signed agreements set out 
preliminary rules for the establishment of a 
‘Bilateral Offset Credit Mechanism’ (BOCM) 
between Japan and the respective nations 
including the creation of joint committees to 
operate the BOCMs. According to the Low 
Carbon Development Partnership 
agreements, verified emissions reductions 
generated through BOCM projects can 
contribute to the internationally pledged 
greenhouse gas emissions reduction efforts 
of both Japan and the partnering nation. 
However both countries agree not to use the 
projects for the purpose of any other 
international climate mitigation 
mechanisms to avoid double counting. 

The latest agreements follow similar deals 
being signed between Japan and Mongolia 
in January, and Bangladesh in March this 
year. Japan is reportedly also in talks with 
Djibouti, Indonesia and India to establish 
similar agreements with these nations, 
according to Point Carbon. 

In 2009 Japan pledged to cut its greenhouse 
gas emissions by 25% relative to 1990 levels 
by 2020, but reports in the Japan Times 
indicate that the target is being reviewed in 
the light of the country’s decision to move 
away from nuclear power following the 
Fukushima disaster in 2011. Japan is 
expected to reveal the new emissions 
reduction target at the annual UN climate 
change conference to be held in Poland 
in November.

Vietnam
Vietnam adopts resolution on climate 
change, resource management and 
environmental protection 
Vietnam’s government has adopted a 
resolution on climate change adaptation, 
natural resource management and 
environmental protection. The country’s 
eleventh Party Central Committee ruled in 
favour of the resolution at its seventh session, 
according to the government’s online 
newspaper, VGP News. 

According to the news report, “By 2020, 
Vietnam will generally be able to actively 
adapt to climate change, prevent natural 
disasters, reduce greenhouse gas emission, 
exploit and use natural resources more 
appropriately, effectively and sustainably, 
while controlling the environmental pollution 
and bio‑diversity reduction to ensure the 
quality of the living environment, maintain 
the ecological balance towards a green 
economy”. The government also expects 
Vietnam’s environmental standards to be on a 
par with those of its industrial developed 
neighbours by 2050.
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The news report says the government plans to 
improve its capacity to monitor and forecast 
the impacts of climate change through 
relevant agencies, increase public awareness 
on climate change adaptation and natural 
disaster prevention, and reduce human and 
property losses caused by natural disasters. 
Mitigation and prevention of the effects of 
floods, tides and salinity caused by rising sea 
levels in Vietnam’s coastal areas are also 
addressed in the resolution. 

In an effort to better manage natural 
resources, the resolution calls for an increase 
in the share of renewable energy in the 
country’s energy mix and more balance in the 
use of land resources for socio‑economic 
development. The government specifically 
aims to prevent the reduction of water and 
forest resources, minimise raw mineral 
exports and ensure that its ecology, landscape 
and biological resources are exploited in an 
“effective and sustainable manner”. Under the 
resolution forest cover would be increased to 
45% and natural reserve areas expanded to 
three million hectares. 

The resolution also targets water and air 
quality. Under the resolution, safe water will 
be supplied to 95% of Vietnam’s urban 
population and 90% of its rural population, 
and air quality will be improved in urban and 
densely populated areas. 70% of sewage will 
be treated before being discharged into river 
basins and 65% of waste will be recycled.

The government’s approval of the resolution 
marks a significant step towards achieving 
Vietnam’s Green Growth strategy, which was 
approved by the Prime Minister in September 
last year. Vietnam’s Green Growth strategy 
sets out a series of measures and targets for 
transition towards a greener, low carbon 
economy by 2020 and beyond. Specifically, 
the strategy contains a target to reduce 
greenhouse gas emissions by 8 to 10% relative 
to 2010 levels by the end of the decade, 
according to Viet Nam News.

Last month Vietnam entered into a bilateral 
agreement with Japan that allows Japanese 
firms to undertake emissions reduction 
projects in Vietnam that would count towards 
both countries’ internationally pledged 

greenhouse gas emissions reduction efforts. 
Late last year, Vietnam’s Prime Minister 
approved plans for the establishment of a 
domestic carbon market which, according to 
Viet Nam News, could link with other 
international carbon markets by 2020. 
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Airlines call for common global carbon 
offsetting scheme post‑2020
The International Air Transport Association 
(IATA) has adopted a resolution calling for 
the development of a global carbon offsetting 
scheme for airlines from 2020. IATA is the 
trade association for the world’s airlines, 
which together cover 84% of global air traffic. 
The ‘Resolution of the Implementation of the 
Aviation “CNG2020” Strategy’ was approved 
at IATA’s 69th Annual General Meeting 
in June. 

According to Reuters, IATA’s resolution 
provides a ‘blueprint’ for governments that 
are members of the International Civil 
Aviation Organisation (ICAO) for a global 
agreement to reduce greenhouse gases in the 
aviation sector. ICAO – the UN body 
responsible for international aviation – has 
been working on the development of a global 
solution, and a final package of proposals is 
expected to be delivered at its 38th Session of 
the Assembly which takes place next month. 

IATA’s resolution calls upon governments to 
work with the aviation industry to establish a 

“comprehensive package of technological, 
infrastructure and operational measures, 
including sustainable competitive aviation 
fuels, complemented by market‑based 
measures (MBMs) as necessary”. It “strongly 
endorses” member states of the ICAO and 
member airlines to “develop a comprehensive 
proposal towards a single, global MBM 
mechanism to address CO2 emissions from 
aviation under ICAO, as opposed to a 
patchwork of unilateral national and/or 
regional policy measures”. Member airlines 
are also urged to encourage governments to 
adopt at the ICAO Assembly “a commonly 
agreed, single global MBM mechanism to be 
applied to offsetting the industry’s growth in 
emissions post‑2020, which could play a 
complementary role with technology, 
operations and infrastructure measures”. 

A set of ‘Principles for Determining 
Responsibilities for Individual Aircraft 
Operators under CNG2020’ are contained in 
an appendix to the resolution. Among them 
are provisions that MBMs “should only be 
considered as part of a broader package of 
measures to address aviation’s CO2 emissions 

that cannot otherwise be achieved through 
cost‑effective, in‑sector reduction measures” 
and that the measures “should not be 
designed or used to raise general revenues or 
to suppress demand for air travel”. IATA also 
suggests that the average annual total 
emissions over the period 2018 to 2020 
should be used as the “collective industry 
emissions baseline” for a future MBM 
mechanism and that airlines be able to “select 
from a hierarchy of reporting methodologies” 
for emissions data reporting.

The EU’s Commissioner for Climate Action 
was optimistic about the adoption of the 
resolution, tweeting that it sends a “Very 
strong message that (the) airline industry 
seems ready to support a global MBM 
(market‑based mechanism). Time for 
governments to match it and deliver in ICAO”.

The Commissioner for Climate Action had 
previously made clear that if the ICAO fails to 
deliver an ambitious, global plan at its 
Assembly in September, all airlines flying in 
and out of EU airports will become subject to 
laws governing the EU ETS. Enforcement of 

these laws, which came into force on 1 
January 2012, were temporarily suspended 
for non‑EU airlines late last year to allow the 
ICAO more time to reach a global solution. 
The decision by the European Commission to 
“stop the clock” on the laws, which would 
have required non‑EU airlines to purchase 
emissions allowances to cover greenhouse 
gases emitted on flights to and from the EU, 
followed mounting pressure from the 
international community.

What this means for you
Jeroen Kruijd – Principal Manager, 
PwC Netherlands – “A particularly 
attractive element of IATA’s proposed 
framework is that it provides scope to 
respond to developments in the 
sector, through the inclusion of a 
‘performance review cycle that 
revises individual elements and 
parameters as appropriate’; this 
offers a degree of flexibility that the 
EU ETS currently lacks.”

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