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PwC’s Low Carbon Economy Index (LCEI) considers the carbon intensity of the 
global economy. Put simply, the results are alarming when set against the 
figures shown in the latest UN Intergovernmental Panel on Climate Change 
(IPCC) report as the available budget in order to limit temperature rise to 2°C or 
less, highlighted also by the OECD. We’ve seen the uncertainties about the right 
way to address this in Australia and government officials and experts have 
commented that premium payments by some European companies will be 
insufficient to counter the surplus of more than 1bn UN carbon credits, which 
led to a recent the price collapse in the carbon offset scheme. 

The last couple of months has seen a number of countries taking action on the 
renewable energy front including Chile, Portugal, France, Poland. The same has 
been the case in the US with the US Federal government clarifying the 
requirements for companies to be treated as beginning construction in 2013 on 
renewable electricity projects that qualify for the production tax credit (PTC) 
and a new bill to promote renewable energy in the state of California.

Over the last few years the biofuels market has evolved significantly. As a result, 
the European Parliament has approved a cap on first generation biofuels and set 
about encouraging advanced biofuels. We’re also seeing specific changes in 
some countries, including Belgium which is seeking to introduce a smooth 
transition from the existing support scheme to a new one which will be 
introduced next year, Norway which is putting forward new biofuel criteria for 
2014 and the UK where the biomass industry must show that their fuel is 
sustainable or lose financial support from April 2015.

We can finally report on some progress in efforts to tackle GHG emissions from 
the aviation sector. The UN International Civil Aviation Organisation’s (ICAO) 
38th Assembly concluded with member nations agreeing to support the 

development of a global market‑based mechanism (MBM) from 2020. But with 
the European Commission seeing this as slow progress, the Commission said it 
would push forward with a plan to impose the scheme for airline emissions in 
EU airspace until then.

Most recently, governments discussed plans for an ambitious 2015 climate 
change deal at UN talks in Warsaw. There is concern over economic growth at 
least partially eclipsing scientists’ warnings of rising temperatures and water 
levels. It’s unclear whether the UN negotiations can really have an impact before 
2020 or whether they can divert investment away from high carbon growth. 
We’ll have a full report in the next edition but you can read more in the 
meantime on our sustainability and climate change blog.

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 December 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

http://pwc.blogs.com/sustainability/
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Europe, Middle East and Africa
Africa
Conference on Climate Change and 
Development in Africa (CCDA‑III)
The Third Annual Conference on Climate 
Change and Development in Africa 
(CCDA‑III) in Addis Ababa, Ethiopia 21‑23 
October included more than 700 participants 
drawn from among policymakers, academia, 
scientists, researchers, civil society groups, 
the media and farmers.

The theme for CCDA‑III was: ‘Africa on the 
Rise: Can the Opportunities from Climate 
Change Spring the Continent to 
Transformative Development?’ The theme 
tried to capture the urgency of the need to 
mainstream climate change in development 
policy planning, programming and 
implementation.

There was a call for an urgent reassessment 
of how much money would be needed for 
urgent adaptation in Africa. The United 
Nations Framework Convention on Climate 
Change (UNFCCC) is not working effectively 
there, it was concluded. 

According to the Pan African News Agency 
“The meeting also stated that industrialised 
countries have the responsibility and an 
obligation to address the causes of climate 
change and support interventions to address 
its impacts on Africa.”

The Conference is organized each year under 
the auspices of the Climate for Development 
in Africa (ClimDev‑Africa) Programme. 
ClimDev‑Africa is a joint programme of key 
African development institutions including 
the United Nations Economic Commission 
(UNECA), the African Union Commission 
(AUC) and African Development 
Bank (AfDB). 

 

http://www.publications.pwc.com/
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Bahrain
Bahrain agrees Energy Efficiency 
Implementation Programme with the 
World Bank
An agreement for an Energy Efficiency 
Implementation Programme was signed by 
Bahrain and the World Bank on 23 
September. Under the agreement Bahrain 
will receive advisory and technical support 
to improve energy efficiency and curb 
demand over the next three years.

According to a World Bank press release, the 
programme will set targets and provide 
incentives for efficient use of energy, define 
intervention priorities, raise awareness 
about energy efficiency, support 
implementation of the programme and 
monitor progress. A communications 
campaign will better inform consumers and 
retailers about energy efficiency labelling of 
appliances, building codes will be developed 
to direct investment into energy‑saving 

technologies, and the installation of smart 
meters in buildings will be supported. 
An institutional energy efficiency model and 
an implementation strategy will be 
developed around Bahrain’s specific 
conditions and needs.

Bahrain’s average per capita energy 
consumption is among the highest in the 
world at 11,800kWh in 2012 with a peak 
demand of 2,900MWh, reports the World 
Bank. Low energy cost and the lack of 
incentives for encouraging efficiency have 
led to increasing demands for electricity 
with an annual growth rate of around 10% 
in the past few years. Reportedly, by 2020 
the demand for energy is expected to reach 
19,706GWh with a peak demand of 
4,312MW. The Energy Efficiency 
Implementation Programme will target 
inefficient energy consumption in public, 
residential and commercial buildings.
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Belgium
European Commission backs Belgium’s 
plan for phasing out biofuel support
The European Commission has agreed that 
Belgium’s plan for phasing‑out excise duty 
reductions for seven biofuel generators over 
a period of 12 months is in line with EU 
State aid rules. The support scheme, which 
applies to a limited number of biofuel 
producers, was approved for six years and 
was due to expire on 30 September 2013. 
In 2012 Belgium applied for an extension of 
the initial scheme to 2019. 

However, over the last few years the biofuels 
market has evolved significantly. In 2009 
Belgium adopted a supply obligation and the 
European Commission introduced Directive 
2009/28/EC on ‘the promotion of the use of 
energy from renewable sources amending 
and subsequently repealing Directives 
2001/77/EC and 2003/30/EC’. The new 
Directive specifies sustainability criteria 
for biofuels. 

All these changes made it necessary for 
Belgium to develop a new biofuels support 
plan that’s better tailored to the changed 
market conditions and the requirements of 
the Directive. Under the plan approved by 
the European Commission, the existing 
biofuel producers will continue to benefit 
from the excise duty reduction for a limited 
volume of biofuels until 30 September 2014. 
The phasing‑out plan aims to ensure a 
smooth transition from the existing support 
scheme to a new one which will be 
introduced next year. Belgium will notify 
the Commission of its new support scheme, 
which will encourage the production of 
particularly sustainable biofuels, by the end 
of the year.

What this means for you
Dirk Aerts, PwC Belgium Director “The new EU policy on 
the use of renewable energy and expiry of anti‑dumping 
duties on biodiesel puts Belgian investments in 
production of biofuels under pressure. The excise duty 
reductions in place were inspired to promote the (more 
expensive) use of biofuels. In the meanwhile, the 
emphasis on renewable energy has deviated to 
second‑generation biofuels and other energy sources.”

http://www.publications.pwc.com/
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Denmark
Denmark introduces energy and climate 
growth plan 
The Government’s new Growth Plan for 
Energy and Climate highlights how a green 
transition of the energy system and energy 
consumption can have a positive impact on 
growth and jobs and create better export 
opportunities for Danish companies working 
with energy technology and solutions.

The growth plan, which was unveiled on 
8 October, includes 30 initiatives focusing 
on five areas: transition of the energy system 
to a greener, more interconnected and 
flexible system; development of energy 
efficient and sustainable buildings; 
establishing the country as a green hub for 
test and demonstration by encouraging 
research, development, education and 
market maturation; efficient extraction of 
fossil resources, particularly from the North 
Sea; and increased export of energy 
technology and solutions to markets across 

the world. Last year Denmark exported 
energy technology products worth around 
USD$5.8bn. 

According to the Minister for Climate, 
Energy and Building Martin Lidegaard, 
renewable energy and energy efficient 
solutions are drawing more and more 
attention worldwide and a head start in the 
area is a huge advantage for Danish 
companies. The growth plan enables 
companies to make the most of this 
advantage and contribute more towards job 
creation and growth.

http://www.publications.pwc.com/
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Point Carbon. Projects in some of the least 
developed countries, such as the distribution 
of clean cookstoves to households and the 
development of renewable power plants in 
rural areas, are currently considered 
unprofitable by the private sector due to an 
oversupply of UN carbon credits. 

The CDM allows emission reduction projects 
in developing countries to earn CER credits 
which can be traded and sold, and used by 
industrialised countries to a meet some of 
their emission reduction targets under the 
Kyoto Protocol. The mechanism stimulates 
sustainable development and emission 
reductions, while giving industrialised 
countries some flexibility in how they meet 
their emission reduction limitation targets. 
But the slowing European economy and the 
oversupply of emission allowances under EU 
Emissions Trading Scheme have led to a 
collapse in CER prices under the CDM. 
According to Point Carbon, CER prices have 
dropped from over EUR€20 (approx. 
USD$27.14) to 70 cents in the last four years.

Although Belgium, Germany and the UK 
have agreed to purchase CERs at premium 
prices, they’re favouring projects known as 
Programme of Activities (PoAs), which 
bundle together many small projects or 
initiatives. Sweden is also looking at projects 
that will have an impact at the household 
level and has recently agreed to pay above 
the current market rate for CERs from a 
clean cookstove project in Ghana. But 
government officials and experts have 
commented that the aid is insufficient to 
counter the surplus of more than 1bn UN 
carbon credits, which led to the price 
collapse, Point Carbon reported. 

Europe
European countries shore up ailing UN 
carbon offset scheme 
Belgium, Germany, Norway, Sweden and the 
UK have agreed to purchase certified 
emission reductions (CERs) from emission 
reduction projects registered under the 
United Nation’s Clean Development 
Mechanism (CDM) at a price higher than 
current market rates, according to 

http://www.publications.pwc.com/
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EU
Denmark, Portugal and Sweden unveil 
new waste plans
The EU’s approach to waste management is 
based on three principles: waste prevention, 
recycling and reuse, and improving final 
disposal and monitoring. The revised Waste 
Framework Directive (2008/98/EC) requires 
that EU Member States establish, by 
12 December 2013, national waste 
prevention programmes. The objective of 
these programmes is to present a coordinated 
national approach to waste prevention, 
delineating targets and policies, and aiming 
to break the link between economic growth 
and the environmental impacts of waste.

Denmark launched a new resource strategy 
– Denmark without waste – in early October. 
The Environment Ministry expects the 
strategy to lead to: twice as much overall 
household waste recycling and a sixfold 
increase in household organic waste 
recycling by 2022. By 2018 it expects to 
achieve a fourfold increase in the use of food 
waste from grocery stores and restaurants in 
biogas production; a 25% increase in the 

recycling of metal, glass, cardboard, paper 
and plastic packaging in the service sector; 
and the collection of 75% of unwanted 
electronic equipment from households. 
Denmark is also aiming to recover 70% of 
residual waste from scrapped vehicles and 
other equipment containing hazardous waste 
such as air conditioning units and fridges. 
The Government plans to provide DKK50m 
(approx. USD$9.24m) per year from 2014 to 
2017 for waste management, reports 
Ends Europe. 

Portugal unveiled a draft waste plan in 
October which aims to increase recycling 
collections by 30% and reduce landfilling by 
20% by 2020, reports Ends Europe. The plan 
reportedly calls for higher landfill taxes and 
extension of pay‑as‑you‑throw charges to 
increase the annual recycling rate to 53% or 
47 kilos per person by 2020. A budget of 
EUR€320m (approx. USD$441m) has been 
allocated to fund initiatives such as 
expanding recycling collections, launching a 
pilot biogas project and improving waste 
separation technology. 

Sweden launched a consultation on its first 
nationwide waste prevention programme 
earlier in the year. The consultation, which 
sets goals for the reduction of overall waste, 
includes proposals such as tax breaks to 
encourage maintenance and repair of 
electronics and electrical equipment to 
reduce waste, and initiatives to find ways of 
extending the lifecycle of electrical 
appliances. The Government also plans to set 
targets for the reduction of food waste and, 
textiles and clothing early next year. 

England has consulted stakeholders on the 
proposed roles and responsibilities that 
government and others will have in helping 
to prevent and reduce waste. A waste 
prevention programme for England will be 
published by December. Scotland, Wales 
and Northern Ireland are developing their 
own waste prevention programmes.

Continued

http://www.publications.pwc.com/
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EU
European Parliament approves cap on 
first generation biofuels, encourages 
advanced biofuels
The European Parliament, on 11 September, 
narrowly voted in favour of limiting the use 
of crop‑based biofuels to 6% of final energy 
consumption in the transport sector by 2020. 
The resolution also promotes the use of 
advanced biofuels sourced from certain types 
of waste and seaweed which it says should 
represent at least 2.5% of transport sector 
energy consumption by 2020. 

Under current legislation EU Member States 
are required to increase the amount of 
renewable energy in the overall transport 
sector energy consumption to 10% by 2020. 
But last year the European Commission 
announced plans to cap this amount at 5%. 
Some indirect land use change studies have 
indicated that the use of agricultural land for 
the production of biofuels leads to an increase 
in greenhouse gas emissions, which negates 
some of the benefits of using biofuels. 

According to a European Parliament press 
release, the lead MEP Corinne Lepage said 

that “This is an important signal that support 
should be focused on advanced biofuels from 
2020. Taking indirect land use change into 
account is important for the integrity of the 
EU climate change policy”. Member States 
will now seek a common position of their 
own as Ms Lepage narrowly failed to receive 
a mandate to start negotiations with them. 
She also failed to receive a mandate to open 
negotiations with the Member States and the 
European Commission on 17 October, 
making a second reading in the European 
Parliament necessary. This may not take 
place until a new Parliament is elected in 
May 2014.

For 2020, the EU has made a unilateral 
commitment to reduce overall greenhouse 
gas emissions from its 28 Member States by 
20% compared to 1990 levels.

European Commission publishes new 
forest strategy 
A new strategy for forests and the 
forest‑based sector, which was unveiled by 
the European Commission on 20 September, 
calls for woodland to be managed 

sustainably, while also creating new jobs in 
rural areas. Forests cover more than 40% of 
the EU’s land area and forest biomass 
accounts for about half of the EU’s total 
renewable energy consumption and 5% of 
total EU energy consumption. 
Environmental, political and social changes 
as well as increasing demands on forests 
over the last 15 years have made a revised 
forest strategy necessary. The new strategy 
replaces the current one dating back to 
1998. It has been developed by the 
Commission in close cooperation with the 
Member States and stakeholders over the 
past two years and has been submitted to 
the European Parliament and the Council.

The strategy adopts a holistic approach to 
managing forests by bringing together 
different policy areas including those on 
climate change, research and development, 
the environment, renewable energy, rural 
development and enterprise. The impact of 
climate change and rising temperatures on 
forest ecosystems has also been considered 
while developing the strategy. 

The new strategy introduces a cascade 
principle which prioritises the uses of wood, 
with wood‑based products at the top of the 
ladder, and re‑use and recycling above 
bio‑energy and disposal. A blueprint for 
improving the efficiency of forest‑based 
industries such as paper and 
wood‑processing has been issued by the 
Commission. This sector generates around 
EUR€500bn turnover annually and accounts 
for nearly 3.5m jobs in the EU. 

By 2015 the European Commission will 
develop “objective, ambitious and 
demonstrable” sustainable forest 
management criteria that can be applied in 
different policy contexts regardless of the 
end use of forest biomass and by 2020 EU 
Member States will have to demonstrate that 
all forests are sustainably managed. The 
strategy also calls a Forest Information 
System to be set up and for harmonised 
information on forests across Europe to 
be collected. 

A review will be carried out by 2018 to assess 
progress in implementing the strategy.

http://www.publications.pwc.com/
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France
France to finance renewables by taxing 
carbon emissions and nuclear energy
The proceeds from a new carbon tax and a 
levy on nuclear power profits will be used to 
finance investments in renewable projects 
and energy efficiencies, announced Prime 
Minister Jean‑Marc Ayrault at a conference 
on environmental policy on 21 September. 

The draft 2014 Budget, presented on 25 
September, includes a proposal to introduce a 
carbon tax (Contribution Climat‑Energie) 
from next year. It will be priced at EUR€7 
(approx. USD$9.5) per tonne of carbon and 
will cover coal, natural gas, transport fuel, 
domestic heating fuel and heavy fuel oil. 
It will then be fixed according to the carbon 
dioxide emissions of each product and will 
cost an estimated EUR€14.50 (approx. 
USD$19.7) in 2015 and EUR€22 (approx. 
USD$30) in 2016, according to Nature, a 
weekly science journal. Companies paying for 
some of their greenhouse gas emissions 

under the EU emissions trading scheme will 
be unaffected by the proposal and 
exemptions available to the fishing sector and 
transport companies will also stand. 
The carbon tax is expected to raise 
EUR€2.5bn in 2015 and EUR€4bn in 2016. 

Annually, France spends around EUR€4bn on 
renewable energies and EUR€1bn on 
household renovation, reports Point Carbon, 
citing the Prime Minister. The carbon tax 
would enable the country to increase 
investment in its so‑called energy transition 
by nearly EUR€1bn from 2016, adds the news 
source. France is aiming to increase the share 
of renewables in the country’s energy mix to 
23% by 2020. It’s also aiming for a 30% 
reduction in the use of fossil fuels by 2030 
while reducing the share of nuclear power in 
the energy mix from 75% to 50% by 2025. 
It is also aiming to cut overall energy use by 
50% by 2050.

http://www.publications.pwc.com/
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Israel
Israel approves air pollution reduction 
and prevention measures 
A national programme for the reduction and 
prevention of air pollution for the years 
2012‑2020 was approved by the Knesset 
(Parliament) in late August. The Ministry of 
Environmental Protection has been working 
on the passage of a pollution prevention 
programme since 2010, but it’s been 
challenged by the Ministry of Finance several 
times during that time period. Following an 
agreement with the Ministry of Finance on 
budgeting and funding, the budget for the 
programme has been set at ILS100m (approx. 
USD$28.3m) for the first five years.

Some of the most important aspects of the 
plan include:

• a pilot programme to convert public 
transport vehicles to run on natural gas

• tax incentives for the use of hybrid taxis

• the creation of a grant programme to 
encourage employers to incentivise their 
employees to use public transportation to 
get to work or to carpool

• renewal of a private car scrapping scheme

• a tax differential on fuels to encourage 
the use of less polluting fuels

• the introduction of differential electricity 
tariffs and a transfer to a smart electric 
grid that will encourage the use of 
electrical appliances in accordance with 
changing tariffs, and

• increased control of pollution 
from quarries.

For the first time ever a comprehensive 
pollution assessment survey will be carried 
out. It will measure how much pollution the 
public is exposed to in homes and in public 
institutions, through products such as 
cleaning materials, building materials, 
furniture, carpets etc.

Some aspects of the programme, which the 
Ministry of Environmental Protection 
estimates could save 700 lives a year, could 
be implemented within a short time frame. 

In January 2010 Israel pledged to reduce 
greenhouse gas emissions by 20% below 
business as usual levels by 2020.

What this means for you
Eitan Glazer – Energy and Cleantech Practice Leader, PwC Israel 
– “This is the first step of the Israeli government to act against air 
pollution stemming from the transportation sector. Large 
employers may utilise this plan to achieve significant cost 
reductions by moving from large gasoline‑driven car fleets to 
government incentivised public transportation. Moving to hybrid 
cars or less polluting fuels will also lower taxes paid.

http://www.publications.pwc.com/
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Norway
Norway proposes increased 
environmental spending and new biofuel 
criteria for 2014
Former Norwegian finance minister Sigbjorn 
Johnsen presented the 2014 budget hours 
before the formal resignation of labour‑led 
government in the first half of October, Ends 
Europe reported. The new centre‑right 
government has reportedly agreed to go 
ahead with the budget but with some changes 
presented in the revised budget proposal of 
8 November. The negotiations with the centre 
supporting parties ended on 15 November 
and the budget is yet to be formally passed by 
the parliament. The new budget proposes 
10% more environmental funding at NOK 
6bn (USD$1.02bn). The additional money 
will be invested in forest conservation and 
climate change policies and research. 
However, the right government has reduced 
the former governments budget for forest 
conservation by 400m NOK, but will make 
additional funds available if necessary.

The 2014 budget proposes strengthening of 
the environmental profile of taxes too. 
The tax rates on mineral oil, gas and 
greenhouse gases such as hydrofluorocarbon 
and perfluorocarbon are to be increased by 
44% or 100 NOK (USD$17) to NOK 330 
(USD$56) per tonne of carbon dioxide 
equivalent. The increase will not apply to 
auto diesel. 

In relation to vehicle registration taxes, more 
weight will be given to carbon dioxide and 
nitrogen oxide emissions and less to engine 
power. Reregistration taxes for cars are to be 
reduced by an average of 12.5% in real terms. 
Taxes on heavy vehicles will also be 
restructured to make them more 
environment‑friendly so that, for example, for 
vehicles weighing over 7.5 tonnes, instead of 
re‑registration tax there will be an increase in 
the environmentally differentiated annual 
weight‑based tax. 

The tax rates on domestic aviation and fishing 
are to be increased by 50 NOK (USD$8.5) per 
tonne of carbon dioxide, while the electricity 
consumption tax will increase by NOK 0.0112 
(USD$0.002) per kWh over inflation 
adjustment. 

Norway has increased environment and 
energy related taxes by approximately 
NOK1.8bn (USD$0.31bn) over 2005‑13 and 
the 2014 budget follows the trend. 

In a separate development, the Norwegian 
government laid down the sustainability 
criteria for biofuels for 2014. Former 
environment minister Bard Vegar Solhjell had 
made the announcement in late September 
before being replaced by a new climate and 
environment minister, Tine Sundtoft. One of 
the key requirements is the need to 
demonstrate a 35% greenhouse gas saving 
over fossil fuels and feedstock from 
particularly vulnerable natural areas or 

regions with high carbon stocks. All 
companies selling biofuels in either liquid or 
gas form will be subject to the new 
sustainability criteria, which are in line with 
the European Union’s renewable energy 
directive, Norway being a member of the 
wider European Economic Area. 

http://www.publications.pwc.com/
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Poland
Poland proposes new support scheme for 
renewable energy
In September 2013 the Ministry of Economy 
announced its intentions for the modification 
of the RES support scheme. Under the new 
law, new RES generators will participate in 
renewable energy auctions where each 
investor makes a bid for electricity at a 
specific price for a given volume. In the event 
of winning the auction, the bid price would 
be guaranteed for 15 years according to the 
Ministry’s proposals. The Ministry indicated 
that the draft of the new regulation would be 
published before the end of the year. 

What this means for you
Marcin Jaworski – Manager, PwC Poland – “The current regulatory 
environment is unfortunately still not clear. Both investors already 
active in Poland as well as those considering entry are looking 
forward to the government deciding on an efficient support scheme. 
Hopefully this year we will finally see a firm decision reflecting a 
clear, well thought‑through direction of the authorities.”

Currently Poland issues green certificates to 
support renewable energy. Early indications 
for the new law were that existing renewable 
energy suppliers would be able either to join 
the auction system or continue under the 
certificate scheme until 2021 at the latest. 
But the Ministry is considering changes in 
this area and details will be revealed in the 
draft of the legislation. Switching from the 
green certificates scheme to the auction 
scheme will be permitted for all installations 
except biomass co‑firing and dedicated 
biomass units of capacity over 50 MW. 
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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expected to generate EUR€150m (approx. 
USD$201.5m) in 2014, is in line with the 
requirements of the country’s financial 
rescue deal. According to the Minister, the 
new measures will help the Government 
eliminate a EUR€3.7bn electricity tariff 
deficit and make sure that consumers don’t 
suffer any additional charges. The deficit has 
arisen as a result of declining demand, high 
production costs and comparatively low 
electricity tariffs. Under the new measures 
the Government hopes to resolve the tariff 
deficit by 2020 and limit the increase in 
energy cost for consumers to 
anticipated levels. 

The new tax won’t apply to renewable energy 
producers. With the recent cut of EUR€50m 
(approx. USD$69m), reduced payback 
deadlines for small hydro plants and low 
wind tariffs, the Minister said that penalising 
the renewables sector further isn’t justifiable. 

The revised energy policy will boost both 
competitiveness and environmental 
sustainability, according to the Minister, who 
also stressed the need to improve efficiency 
and promote renewable power to reduce 
dependence on imported fuel. Portugal 
depends on imported energy for 80% of its 
requirements over half of which comes 
from oil.

In a separate development, the Government 
has announced a new programme called 
AdaPT (Adapting Portugal to Climate 
Change) which is aimed at ways of helping 
the country to adjust to the effects of climate 
change as well as raise awareness about the 
phenomenon, the Portugal News reported. 
The Government reportedly plans to invest 
EUR€3.5m (approx. USD$4.8mn) in the 
project. The money will also support pilot 
projects under the National Strategy for the 
Adaptation to Climatic Changes (ENAAC).

Portugal
Portugal’s energy tax hike excludes 
renewables 
A new tax on electricity generation covering 
coal‑fired power stations, large hydro and 
cogeneration units has been proposed by the 
Minister for Environment, Spatial Planning 
and Energy, Jorge Moreira da Silva, as part 
of a package of measures targeting the power 
generation industry. The tax, which is 
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Russia
Russia introduces legally binding cap on 
emissions
An executive order “On reducing greenhouse 
gas emissions”, which has been signed by 
President Putin and entered into force on 
1 October, sets a 25% emissions reduction 
target compared to 1990 levels by 2020. 
Over the next six months the Government 
will prepare a proposal on how the country 
will meet this target.

In 2009 Russia’s proposed commitment for 
2020 was a 15% to 25% reduction in 
greenhouse gas emissions compared to 1990 
levels. At the time President Medvedev also 
called for a long‑term goal of a 50% reduction 
from 1990 levels by 2050.

In 2011 Russia emitted 2.32bn tonnes of 
carbon dioxide equivalent, an output which is 
31% below 1990 levels, as reported by Point 
Carbon, citing UN data. This means that the 
newly set target allows for an increase in the 
country’s emissions.

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


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

PwC 17

Europe, Middle East and Africa

Spain 
Spain to continue support for domestic 
coal until 2018
Domestic coal production will continue to 
receive subsidies until the end of 2018, under 
an agreement reached between the 
Government and the coal mining industry on 
19 September. Coal will be guaranteed a 7.5% 
share of electricity generation during the 
period 2013/18. The production of coal is 
expected to fall from 6.5m tonnes this year to 
5.87m tonnes in 2018, reports Ends Europe. 

A subsidy for coal‑fired electricity was 
introduced to support the local mining 
industry in 2011. During a period of rapid 
increase in renewable production capacity and 
falling electricity demand due to reduced 
industrial activity, coal had progressively been 
squeezed out of the electricity generating 
market. But following the introduction of the 
subsidy, year‑on‑year power sector emissions 
have increased by 24% to about 70m tonnes. 
The Government had previously announced 
that it would end the subsidy for coal‑fired 
electricity when it expires at the end of 2014. 
Elimination of the subsidy, which is reportedly 

worth around EUR€400m (approx. 
USD$545m) annually, was recommended by 
the National Energy Commission in March 
2012 as it led to a distortion in the electricity 
market and was too costly, Point 
Carbon reported.

According to Ends Europe, the Government’s 
decision to renew the subsidy appears to 
comply with a European Council decision that 
allows EU Member States to continue to 
provide subsidies to uncompetitive coal mines 
until the end of 2018, provided they’re 
reduced over time.

European Court of Justice Advocate 
General issues opinion in Spain’s ‘health 
cent’ tax case 
According to the written opinion issued by 
Advocate General Nils Wahl, one of the top 
legal advisors to the European Court of Justice 
(ECJ), Spain’s IVMDH or ‘health cent’ tax on 
hydrocarbons violates EU laws. If the top court 
agrees with the Advocate General’s opinion, 
which is often the case, the country’s regional 
and central governments may have to repay 
around USD$18bn collected under the levy. 

Introduced in 2003, the levy covers fuels 
such as diesel, gasoline, paraffin and fuel oil, 
and funds health care initiatives undertaken 
by regional governments in autonomous 
regions. The tax violates EU excise duty and 
value added tax rules, reports BNA citing 
Advocate General Wahl. According to 
Reuters, the levy overlaps a mineral oils tax 
and neither specifically aims to cut 
hydrocarbon consumption nor prevents the 
proceeds earned from the tax being included 
with other amounts in general 
budget revenues. 

Quoting the top court advisor BNA reported, 
“Unlike excise duty, which becomes 
chargeable once the product leaves the last 
tax warehouse, and value‑added tax, which 
is charged at each stage of the production 
and distribution process, the IVMDH (the 
Spanish health cent tax) is charged when 
hydrocarbons are sold to the consumer”.

Spain has asked the top court to limit the 
impact of the ruling to the future. Advocate 
General Wahl thinks that the meaning and 

scope of relevant EU laws was sufficiently 
clear and the court had ruled a similar levy 
was incompatible around the time Spain 
adopted health cent tax. The Spanish 
government is already struggling with heavy 
deficits and a negative ruling is likely to 
prove very costly.

What this means for you
Araceli Zatarain – Partner, PwC 
Spain – “In the event that the ECJ 
does not limit the impact of the 
Judgment, the operators to which the 
IVMDH was charged could be in a 
position to ask the Spanish 
Government for a refund of the tax 
unduly charged according to the 
general provisions and procedures 
set out in Spanish tax legislation.”
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UK amends biomass sustainability 
criteria for Renewables Obligation 
The Department of Energy and Climate 
Change (DECC) published the outcome of its 
consultation on biomass sustainability 
criteria for the Renewables Obligation (RO), 
in August. The RO provides incentives for 
large‑scale renewable electricity generation 
by making UK suppliers source a proportion 
of their electricity from eligible renewable 
sources. From April 2015 the biomass 
industry must show that their fuel is 
sustainable or lose financial support. 
All generators of 1 MW capacity or more 
using solid biomass or biogas feedstock will 
have to demonstrate that they’re meeting set 
criteria in order to claim support under the 
RO. This would cover around 98% of all 
biomass power generation in the UK. 
The other 2% (those with a capacity between 
50kW and 1MW) will be required to report 
against the criteria, but not to comply with it.

From 1 April 2020 the greenhouse gas (GHG) 
emissions trajectory will be same for all kinds 
of biomass power stations including “solid 
biomass and/or biogas, whether new or 

existing, with or without combined heat and 
power (CHP), dedicated, standard co‑firing, 
enhanced co‑firing, coal to biomass 
conversion, advanced conversion 
technologies and anaerobic digestion”. 
By 2020 biomass generators of 1MW and 
above will be required to show a 72% GHG 
emissions saving compared to the EU fossil 
fuel electricity average to qualify for the RO. 
This target will rise to 75% from April 2025. 
Until 2020, existing biomass power 
generation will remain on the current target 
of a 60% GHG emissions saving compared to 
the EU fossil fuel electricity average, while 
new dedicated biomass plants will have to 
demonstrate a 66% carbon saving for 
RO eligibility.

The Government is proposing new land 
criteria which will be different for virgin 
wood and all other non‑waste biomass 
including energy crops. From April 2014 
sustainable forest management criteria, 
based on the Government’s Timber 
Procurement Policy, will be applicable for the 
use of feedstocks that are virgin wood, while 
the land criteria for all other solid biomass 

and biogas will correspond to that defined in 
the EU Renewable Energy Directive for 
transport biofuels and bio‑liquids. Feedstocks 
completely derived from waste, biomass 
waste, animal manure or slurry are exempt 
from both GHG and land criteria. 

There will be no further unilateral changes to 
the sustainability criteria before April 2027 in 
order to provide certainty for investors and 
developers. 

The Government is also introducing a new 
requirement for generators of 1MW capacity 
and above to provide an independent 
sustainability audit with their annual 
sustainability report. This would have to be 
submitted to Office of Gas and Electricity 
Markets (Ofgem) by 30 June of the following 
reporting year. The Government plans to 
introduce the new framework as a reporting 
requirement in April 2014 before making it 
mandatory in 2015. This will give generators 
and their supply‑chains a period of transition 
to familiarise themselves with the new 
controls and related guidance.

The European Commission aims to publish 
an updated report on the requirements for 
sustainability criteria for solid biomass and 
biogas used for electricity, heat and cooling 
by the end of the year. Following the 
publication of this report, the UK intends to 
notify its RO sustainability criteria to the EU 
under the Technical Standards Directive, 
with the intention that the sustainability 
criteria for the use of solid biomass and 
biogas feedstocks under the RO will become 
mandatory from April 2015. 

Continued
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meet a new high standard, which will be 
developed with manufacturers, exempt from 
the charge.

Wales became the first country in the UK to 
impose a single‑use carrier bag charge in 
October 2011. In June, Scotland announced 
plans to introduce such a levy from October 
2014 and Northern Ireland’s Environment 
Minister revealed plans to double its existing 

levy on single‑use carrier bags from April 
2014 and expand its scope to include low cost 
reusable bags. Until now this left England as 
the only country in the UK without a 
similar charge. 

Deputy Prime Minister, Nick Clegg, has 
called on retailers to follow the model used 
in Wales under which retailers voluntarily 
donate the proceeds to charity.

According to a UK Government press release, 
last year English supermarkets issued more 
than 7bn plastic carrier bags, many of which 
ended up littering streets, polluting rivers or 
in landfills. The introduction of similar levies 
in Wales, Northern Ireland and Switzerland 
has reportedly led to an 80% reduction in the 
number of carrier bags issued. 

Separately, during a speech on 
30 September, Janez Potočnik, European 
Commissioner for Environment, confirmed 
that a legislative proposal to either ban or 
introduce charges on plastic carrier bags will 
be released shortly.

UK
England announces levy on single‑use 
carrier bags from 2015 
The Government has announced its intention 
to introduce a mandatory 5 pence (approx. 
USD$0.078) charge for single‑use carrier 
bags in England from autumn 2015. 
Small businesses employing fewer than 250 
employees would be exempt from the charge. 
The Government will also encourage the use 
of biodegradable bags by making bags that 

Continued
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Over the last few years the UK has seen a 
significant increase in the level of solar PV 
deployment with an accompanying 
reduction in costs: installed capacity has 
increased from 94MW at the end of 2010 to 
2,413MW at the end of June 2013. 

The Government’s strategy for solar PV is 
based on four guiding principles. Support for 
solar PV should:

• allow cost‑effective projects to proceed 
and to make a cost‑effective contribution 
to UK carbon emission objectives in the 
context of overall energy goals

• deliver genuine carbon reductions that 
help meet the UK’s target of 15% 
renewable energy from final 
consumption by 2020

• ensure proposals are appropriately sited, 
give proper weight to environmental 
considerations such as landscape and 
visual impact, heritage and local amenity, 
and provide opportunities for local 
communities to influence decisions that 
affect them, and

• assess and respond to the impacts of 
deployment on: grid systems balancing; 
grid connectivity; and financial 
incentives.

Further work to be undertaken by the Solar 
PV Strategy Group will include: analysis and 
feasibility of cost reduction potential; 
analysis of the life cycle emissions of solar PV; 
greater understanding as to the likely 
proportions of domestic, industrial and 
ground mounted solar PV by 2020; and 
further analysis to explore how to manage 
the grid systems balancing with significant 
levels of solar PV deployment.

The full strategy document to be published in 
spring 2014 will further explore what actions 
need to be taken to maximise the sustainable, 
affordable deployment of solar PV in the UK.

UK
UK unveils solar PV energy roadmap
The Department of Energy and Climate 
Change (DECC) has published a solar 
photovoltaic (PV) roadmap which sets out 
the Government’s vision for the future of 
solar PV ahead of the publication of a full 
Solar PV Strategy in spring 2014. The UK 
Solar PV Strategy Part 1: Roadmap to a 
Brighter Future sets out the measures taken 
to date and the steps required to achieve 
certainty for solar PV businesses, 
developers, investors and households. 
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Chile backs renewable energy 
Utilities will have to make sure that 20% of 
the energy they supply on the electricity grid 
comes from renewable energy sources by 
2025, under a bill promoting the 
development of ‘non‑conventional 
renewable energy’ (NCRE), which was 
unanimously approved by the Senate on 
3 September. The definition of NCRE 
excludes hydroelectric power plants over 
40 MW.

Last year the Government launched a new 
National Energy Strategy for 2012 to 2030 
prioritising the role of NCRE in the country’s 
energy system. Separately, legislation was 
proposed to change the NCRE target of 10% 
by 2024 to 20% by 2020 (the so‑called 
“20/20” bill). 

The new bill moves the target date from 
2020 to 2025 and introduces a price cap of 
USD$0.095‑0.010 per kWh to the bidding 
system in order to curb an increase in the 
cost of electricity. It would also introduce a 
staggered implementation schedule with 
different requirements for renewable energy 
contracts entered into before and after 
1 July 2013, according to reports by Solar 
Server, a platform providing news and 
information for the global solar industry.

Earlier versions of the bill were opposed by 
the Energy Minister Jorge Bunster but as he’s 
consented to the latest version, the bill can 
now be submitted for enactment into law.

Chile has agreed to implement nationally 
appropriate mitigation actions (NAMAs) in 
order to achieve a 20% reduction below the 
‘business as usual’ emissions growth 
trajectory in 2020, as projected from the 
year 2007.
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US sets greenhouse gas emission limits for 
new power plants
The Environmental Protection Agency (EPA) 
announced emissions standards for new 
power plants on 20 September. The standards 
proposed under the Clean Air Act aim to 
reduce pollution from new power stations to 
improve air quality and counter 
climate change.

The proposal sets separate standards for 
natural gas and coal‑fired power plants. 
It limits greenhouse gas emissions from new 
large natural gas‑fired power stations to 1,000 
pounds of carbon dioxide per MWh and from 
small units to 1,100 pounds of carbon dioxide 
per MWh. The ceiling for new coal‑fired power 
plants is 1,100 pounds of carbon dioxide per 
MWh. Coal‑fired units that opt to average 
greenhouse gas emissions over multiple years 
would have to meet a slightly tighter cap. 
According to reports, the tight emission limits 
will make sure that new power plants use 
cutting‑edge carbon capture technologies. 
The EPA is seeking comments on the proposal 
and there will be a 60 day comment period 
once it’s published in the Federal Register.

Power stations are the largest concentrated 
source of greenhouse gas emissions in the US, 
accounting for nearly a third of overall 
domestic emissions. Several states are 
considering or have already implemented 
market‑based mechanisms to cut emissions. 
In addition, 25 states have set energy 
efficiency targets and 35 have renewable 
energy targets. But the EPA’s proposal is the 
first to set national limits on emissions from 
new power plants. According to the EPA, the 
proposed standards will encourage the use of 
cleaner energy technologies such as advanced 
coal technology, efficient natural gas, nuclear 
energy and renewable power, such as solar 
and wind, in the construction of new 
power stations. 

The carbon emission standards form an 
important part of President Obama’s Climate 
Action Plan, which was announced on 25 
June. The Plan is intended to cut greenhouse 
gas emissions in the US, prepare the country 
for the effects of climate change and 
demonstrate leadership in international talks 
to mitigate and adapt to global 
climate change. 

The EPA is also consulting with a 
wide‑ranging group of stakeholders on the 
development of greenhouse gas emission 
guidelines for existing power stations. 
It’s aiming to make sure that strategies for 
reducing emissions from existing sources will 
be flexible and take regional diversity into 
account. Proposed emission standards will be 
issued by 1 June 2014. 

Separately, the US Supreme Court has 
announced that it will consider challenges to 
the EPA’s authority to regulate carbon 
emissions from stationary sources of pollution 
such as power plants and factories. It accepted 
six out of nine petitions but will only consider 
a narrow question relating to whether the EPA 
improperly used its regulations governing 
auto emissions as a basis to set permit 
standards for stationary sources as well. 
The Court will not review the EPA’s finding 
that greenhouse gases are harmful for human 
health. Reports suggest that the case will not 
directly affect the proposed new standards for 
power plants.

Continued

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


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

PwC 23

Americas

United States
IRS clarifies PTC guidance, sets 2015 as 
safe harbour completion date
The IRS has released new guidance (IRS 
Notice 2013‑60) to clarify the requirements 
for companies to be treated as beginning 
construction in 2013 on renewable 
electricity projects that qualify for the 
production tax credit (PTC). Most 
significantly, taxpayers that complete their 
projects by the end of 2015 will be deemed 
to have met the “continuous efforts” or 
“continuous construction” requirements of 
the guidance. This change should give 
renewable energy developers greater 
certainty in executing the projects in their 
current pipeline.

The American Taxpayer Relief Act of 2012 
amended the section 45 renewable 
electricity PTC and the election to claim the 
energy investment tax credit (ITC) in lieu of 
the PTC to apply to facilities on which 
construction begins before 1 January 2014. 

In Notice 2013‑29, the IRS announced it 
would apply both a physical work test and a 
“five‑percent” safe harbour based incurrence 
of eligible project costs to determine if the 
begin construction requirement has been 
met. Both tests were based on similar rules 
applied under the Treasury section 1603 
cash grant programme. 

Under the physical work test, the facility 
owner is required to maintain a “continuous 
programme of construction” after 
commencing physical work this year. Under 
the alternative five‑percent safe harbour, the 
facility owner must maintain “continuous 
efforts” to advance toward completion of the 
facility. But the guidance also provides that 
disruptions, such as weather‑related 
construction delays, that are beyond the 
taxpayer’s control will not count against 
these continuity requirements. 

In Notice 2013‑60, the IRS has now provided 
additional guidance to clarify the 
application of both the physical work test 
and the five‑percent safe harbour. It has also 
provided additional elaboration on the use 
of master contracts to qualify for the PTC 
and clarified that transfers of eligible 
property after construction has begun but 
prior to placement in service shouldn’t 
adversely affect eligibility for the PTC. 

Most importantly, section 3.02 of Notice 
2013‑60 provides that any facility that’s 
placed into service before 1 January 2016 
will be deemed to satisfy the continuous 
construction test for the physical work test 
or the continuous efforts test for the 
five‑percent safe harbour.

What this means for you
Matt Haskins – Principal, PwC United States – “Many renewable energy developers 
had sought additional clarity regarding the PTC begin construction standards 
and, in particular, on what the IRS would consider to be ‘continuous efforts.’ 
This guidance will come as welcome news to the industry and provides an 
objective rule that’s likely to resolve most interpretation issues around the begin 
construction test. But project owners with longer development cycles may still 
need to consider how to demonstrate and document ‘continuous efforts’ for 
projects that will not be completed until 2016 or later. In addition, the clarification 
that projects may be transferred after construction begins without affecting PTC 
eligibility should also resolve a common issue for many project developers.”

Continued
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California introduces a new bill 
promoting renewable energy
The governor of California Jerry Brown 
signed a bill authorising changes in electricity 
rates and promoting greater use of renewable 
energy on 7th October. Under the new 
legislation the California Public Utilities 
Commission (PUC) can restructure electricity 
rates to encourage renewables. The legal 
guarantee of rate discount included under the 
legislation ensures the protection of 
low‑income consumers, but the impact of 
the bill of the rest of the ratepayers 
remains unclear. 

According to the governor, the AB327 bill will 
lead to “comprehensive rate reform”. In his 
signing message he said that consumers who 
have invested in solar installations may 

expect protection under PUC’s pending rules. 
The bill also widens the scope of net energy 
metering programme by eliminating the limit 
on the number of consumers who could 
benefit from it to 5% of each utility’s peak 
load. Net metering allows renewable energy 
generators to turn their meter backwards as 
they contribute to the electricity system. The 
bill also addresses hold‑over regulations from 
2000‑2001 energy crisis.

The governor added that the bill will boost 
renewable energy investments through 
robust incentives. The bill states that the 
2020 target of sourcing a third of electricity 
from renewable sources is a minimum 
requirement and the governor points out 
“not a ceiling”.
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Australia’s climate change policies take 
a u‑turn 
Elections to Australia’s House of 
Representatives, the lower house of the 
parliament, ended with the Liberal‑National 
Coalition’s anticipated landslide win on 
7 September. As promised, the newly 
appointed Prime Minister Tony Abbott 
immediately started work on scrapping the 
carbon levy (and the soon to be launched 
carbon market) and reducing the focus on 
climate change. Instead the government 
plans to introduce a AUS$2.9bn 
(USD$2.76bn) fund buying emission cuts 
from businesses through an auction process 
as part of a wider Direct Action Plan, also 
developing a one‑stop‑shop for 
environmental approvals and establishing 
the Green Army, reports Point Carbon. 

The draft legislation repealing carbon tax 
from 1 July 2014 also includes the removal 
of future personal tax cuts and adjusts 
certain entitlements to fuel tax credits for 
certain business. Up to that date, facilities 
emitting over 25,000 tonnes of carbon per 

But the main Labor opposition party 
announced on 1 November its price for 
supporting the repeal of the carbon levy. 
It wants a transition to an emissions trading 
scheme with a floating price on carbon. 
Point Carbon quotes John Connor, CEO of 
think tank The Climate Institute, as saying 
he’s hopeful for compromise as he thinks the 
government’s plan for an Emissions 
Reduction Fund would be inefficient in 

year continue to face a charge at a price of 
AUS$24.15 (USD$21.9) per tonne. 

Climate change has been merged under the 
broader environmental portfolio and the 
Australian Cabinet does not have a Climate 
Change Minister for the first time in six 
years. Environment Minister Hunt has 
already acted to:

• close the Climate Commission, a 
government‑funded independent climate 
change advisory body in order to save 
AUS$1.6m (USD$1.5m) per year (though 
a large number of private donations have 
enabled re‑launch of the commission as 
an independent non‑profit organisation 
called the Climate Council)

• develop the legislation necessary to 
dismantle the Climate Change Authority 
(CCA), the agency responsible for review 
of renewable energy targets, carbon 
pricing and other elements of the 
country’s climate policies, and

• direct the Clean Energy Finance 
Corporation (CEFC) worth AUS$10bn 
to stop issuing loans for clean 
energy initiatives. 

cutting emissions. Without Labor support, 
the Coalition will initially struggle to pass 
the necessary legislation within the time 
frames envisaged.

The new government’s Direct Action Plan 
will overall have impact on infrastructure 
and mining projects and is designed to cut 
red‑tape. The process is beginning with the 
Government signing Memorandums of 
Understanding with willing states.
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China
China intensifies fight against 
air pollution
A new action plan aimed at combatting rising 
air pollution was launched by the 
Government on 12 September. The Airborne 
Pollution Prevention and Control Action Plan 
(2013‑17) covers a wide range of emitters 
and sets out specific targets for 338 cities. 

According to reports, the Government aims to 
cut the concentration of PM10 (breathable 
suspended particulate matter up to 10 
micrometres in size), by 10% by 2017 
compared to 2012 levels. But stricter 
standards have been set for some areas. 
For the Beijing‑Tianjin‑Hebei regional cluster, 
concentration levels of PM2.5 must be 
reduced by 25% by 2017 compared to 2012 
levels while for the Yangtze River Delta and 
Pearl River Delta regions PM2.5 must be 
reduced by 20% and 15%, respectively, 
according to Xinhua’s China Economic 
Information Service and China Daily.

To meet these targets China plans to reduce 
the consumption of coal as a proportion of 
the country’s energy mix from the existing 
68% to below 65% by 2017 while increasing 
the share of clean energy to 13% of overall 

primary energy use during the same period. 
The plan also calls for a 20% reduction in 
energy consumption per unit of industrial 
value added by 2017 compared to 2012 levels.

Other proposed measures in the plan relate to 
industrial structure optimisation, dust 
reduction upgrades, speeding up de‑nitration 
and de‑sulphurisation, phasing out heavily 
polluting motor vehicles and promoting the 
use of new‑energy vehicles, improving fuel 
quality, and controlling the number and use 
of vehicles in major cities such as Shanghai, 
Guangzhou and Beijing, according to 
reports by Xinhua’s China Economic 
Information Service.

The action plan makes it mandatory for 
provincial capitals to have pollution 
monitoring and early warning systems in 
place by 2015, reports China Daily. Cities 
with pollution levels higher than the national 
air quality standard will have to develop 
emergency plans to deal with weather 
conditions that exacerbate pollution levels, 
according to the deputy head of the pollution 
prevention and control department of the 
Environmental Protection Ministry. 

According to reports, tax incentives and 
other market mechanisms as well as 
cross‑department supervision, performance 
assessment and heavy penalties for violations 
will be used to ensure implementation of the 
plan. The Environmental Protection Ministry 
estimates the cost of the plan to be around 
CNY1.75tn.

What this means for you 
Allan Zhang – Director, 
Sustainability & Climate Change, 
PwC China – “Companies, especially 
within the seven pilot regions for the 
emissions trading system, including 
Beijing and Tianjin, will need to 
combine their efforts of CO2 
reduction with air pollutant 
reduction. Meanwhile they may find 
new business opportunities from this 
fresh round of government drives.”
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China
China introduces tax break for solar 
panel manufacturers
From 1 October until 31 December 2015 
manufacturers of solar power products will 
receive a 50% VAT refund on sales of their 
products. The tax break is aimed at 
encouraging the generation of electricity 
using solar energy and promoting the 
development of a domestic solar industry. 
It was announced by the Ministry of Finance 
and the State Administration of Taxation on 
29 September in Caishui [2013] 66, dated 
23 September. 

The announcement of a tax break follows the 
introduction in August of a new subsidy 
regime for solar power generation under 
which photovoltaic (PV) power plants can 
claim a subsidy of CNY0.42 (approx. 
USD$0.068) per kWh of electricity generated. 
The subsidy, which was introduced by the 
National Development and Reform 
Commission, covers distributed PV power 

units registered after 1 September as well as 
projects registered before that date but which 
will not start generating electricity until 
2014. The subsidy will be offered for a 
minimum period of 20 years.

The Chinese solar industry has been 
struggling to recover from over supply and 
declining exports caused by trade disputes 
with the US and the EU. But press reports 
comment that the outlook for the emerging 
domestic solar market is gloomy. The top ten 
solar panel manufacturers in China are in 
debt of up to CNY100bn with an average debt 
to asset ratio above 70%, reports Point 
Carbon, citing data from the China 
Renewable Energy Society reported in 
Xinhua. Until the nascent domestic solar 
market develops, manufacturers of solar 
products may find it difficult to find a 
market for their products and the industry 
is expected to continue to 
experience difficulties.
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Indonesia
Indonesia receives funding under World 
Bank’s Partnership for Market 
Readiness programme 
Indonesia is the latest country to secure 
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 initiatives to cut emissions. 

According to the PMR website, Indonesia has 
been awarded USD$3m under the 
‘Implementation Phase’ of the programme 
after its ‘Market Readiness Proposal’ was 
accepted by the PMR’s Partnership Assembly 
in October. The funds will be used to establish 
a monitoring, reporting and verification 
system covering the power sector, reports 
Point Carbon. The data collected under the 
scheme will be analysed to assess the 
usefulness of market‑based emissions 
reduction measures. 

Indonesia is the sixth country to have been 
awarded Implementation Phase funding, 
following the successful Market Readiness 
Proposals of Chile, Costa Rica, Mexico, China 
and Turkey. Sixteen countries in total have 

received preparation funding of USD$350,000 
under the PMR programme, which is used to 
help the applicant country develop a ‘Market 
Readiness Proposal’ for Implementation 
Phase funding. 

Indonesia is committed to an ambitious target 
of reducing its carbon emissions by 26% 
compared to business‑as‑usual levels by the 
end of the decade.

Indonesia offers investors higher FiTs 
and new projects utilising 
renewable energy 
In recent years the Indonesian government 
has shown an increasing interest in renewable 
energy as a means to address the growing 
energy demand in the archipelago. 

The 2006 National Energy Policy and the 
creation of the Directorate General of New & 
Renewable Energy and Energy Conservation 
in 2011 both stressed the importance of 
renewable energy as an avenue to meet the 
energy needs of an expanding economy whilst 
minimising the environmental impact. 
Indonesia has ambitious target to increase 
new and renewable energy to 17% of total 

energy use by 2025 (2012: 5.7%) and to 
increase the electrification ratio to 95% by 
2025 (2012: 74.4%). 

With these targets in mind, the Ministry of 
Energy and Mineral Resources issued new 
feed‑in tariffs (FiTs) for solar PV power 
stations and waste‑based power stations in 
June and July respectively and is expected to 
announce new FiTs for geothermal 
power stations. 

In September, PwC was a content partner for a 
Solar PV trade mission and conference hosted 
by Solar Plaza. The 20 trade mission delegates 
were in Jakarta to get details about the 
upcoming tender for 140 MW of solar PV 
power stations to be built in the more remote 
areas of Indonesia and utilising the new FiTs 
of US$0.25/kWh to US$0.30/kWh. The tender 
opened on 31 October and winners will be 
announced early next year.
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South Korea
South Korean airlines support the 
green cause
According to Energy Korea, seven major South 
Korean airlines including Korean Air, Asiana 
Airlines, Air Busan, Eastar Jet, T’way Air, Jin 
Air and Jeju Air have pledged to improve fuel 
efficiency in 2014 by a further 2% over the 
annual average fuel efficiency during the past 
three years. The agreement was signed by the 
airlines and the Ministry of Land, 
Infrastructure and Transport in September. 
The ministry expects greenhouse gas 
emissions from the aviation sector to increase 
from 17m tonnes of carbon dioxide in 2010 to 
22m tonnes by the end of the decade. 

The airlines and the government have signed 
similar agreements in recent years. In 2011 
this helped cut carbon emissions by 520,000 
tonnes, reports Reuters Point Carbon citing a 
ministry official. The ministry official 
reportedly added that the government 
supports a global solution and is not siding 
with the EU. At the recently concluded 
International Civil Aviation Organisation’s 
(ICAO) 38th Assembly, member nations 

agreed to support the development of a global 
market‑based mechanism (MBM) aimed at 
curbing carbon emissions in the aviation 
industry. The status of the EU proposals is 
discussed in our article on the ICAO’s scheme 
which will be developed over the next three 
years and implemented in 2020. 

The airlines agreement should be considered 
in the context that early last year the South 
Korean parliament passed the legislation for a 
domestic carbon market, which is to be 
launched in 2015. The Presidential Committee 
on Green Growth (PCGG) released a 
subordinate presidential decree setting out 
many of the details of the scheme last 
November. The soon to be launched market 
will cover most heavy industry sectors 
including power, steel, cement, 
petrochemical, electronics and consumer 
industrial products manufacturing, but 
not aviation. 

South Korea aims to cut carbon emissions by 
30% compared to Business as Usual levels by 
the end of the decade. 
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UN IPCC report on the physical scientific 
aspects of climate change
The Intergovernmental Panel on Climate 
Change (IPCC) is 95% certain that 
human‑related greenhouse gases are the 
principle cause of global warming since 1950. 
The IPCC publishes Assessment Reports every 
six to seven years. This Fifth Assessment 
Report (AR5) is being published in stages 
across 2013 and 2014 and the Working Group 
I report, The Physical Science Basis, was 
released on 27 September 2013. 259 experts 
from 39 countries reached their conclusions 
by reviewing thousands of published research 
papers. The findings are agreed by 
governments of the member countries. 

AR5 finds that there’s strong evidence that 
the earth’s climate system is changing, and 
there’s now stronger evidence than ever that 
human activities are the primary cause. For 
the first time, the IPCC has published 
estimates of the total allowable global 
emissions of carbon in order to limit 
temperature rise to 2°C or less, which is the 
internationally agreed target, above 
pre‑industrial levels. Cumulative global 

emissions need to be limited to 1000bn 
tonnes of carbon since the pre‑industrial 
period but we’ve already emitted half that 
amount and emissions are growing.

The report examines the physical scientific 
aspects of the climate system and climate 
change, including:

• detection and attribution of 
climate change

• changes in greenhouse gases and 
aerosols in the atmosphere

• observed changes in air, land and ocean 
temperatures, rainfall, glaciers and ice 
sheets, oceans and sea level

• historical and paleoclimatic perspective 
on climate change

• biogeochemistry, carbon cycle, gases 
and aerosols

• evaluation of climate models, and

• projections of future climate.

The main findings of the report include:

• there’s strong evidence that different 
components of the climate system are 
changing, including rising global air and 
ocean temperatures, widespread melting 
of snow and ice, rising global average sea 
level, and changes in many 
extreme events

• the global average surface temperature is 
projected to be likely to exceed 1.5°C by 
the end of the century, relative to 1850 to 
1900 and it’s likely to exceed 2°C under 
the higher of the scenarios

• changes in the global water cycle in 
response to the warming over the 21st 
century won’t be uniform; the contrast in 
precipitation between wet and dry regions 
and between wet and dry seasons will 
increase, although there may be regional 
exceptions

• the global ocean will continue to warm 
during the 21st century and heat will 
penetrate from the surface to the deep 
ocean and affect ocean circulation

• global mean sea level is predicted to rise 
during the 21st century and the rate of sea 
level rise will very likely exceed that 
observed during 1971–2010 due to 
increased ocean warming and increased 
loss of mass from glaciers and ice sheets

• continued emissions of greenhouse gases 
will cause further warming and changes 
in all components of the climate system; 
limiting climate change will require 
substantial and sustained reductions of 
greenhouse gas emissions, and 

• most aspects of climate change will 
persist for many centuries even if 
emissions of CO2 are stopped.
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What this means for you
Dr Celine Herweijer – Partner, PwC UK – “Business sectors with 
revenues sensitive to changes in weather and climate such as 
tourism, retail, agribusiness, energy and insurance will be at 
the frontline. But in reality, because of the role of infrastructure 
and investment, for example buildings, transport and power – 
this affects all sectors, particularly those with high value, long 
lifetime fixed assets, which risk depreciating in value if 
under‑prepared and located in areas of rising risk.”

The IPCC will be publishing an assessment of 
the impacts of climate change and options for 
adaptation in March 2014 and a few weeks 
later it will publish an assessment of the 
options for reducing emissions through 
mitigation measures. All these reports will be 
brought together into a synthesis report to be 
published in October 2014.

IPCC Assessment Reports have prompted 
changes in climate policy in the past. 
The first, published in 1990, preceded the 
adoption of the UN climate change 
convention. The Second Assessment Report 
(1995) galvanised efforts to adopt the Kyoto 
Protocol in 1997 and the fourth (2007) 
preceded Copenhagen. This report provides a 
strengthened case for the negotiation of a 
robust legally binding agreement in Paris 
in 2015.

Indeed, PwC’s Low Carbon Economy Index 
(LCEI) published here, shows that economic 
growth is currently too carbon intensive. 
The global economy averaged a feeble 0.7% 
reduction in its carbon intensity between 
2007 and 2012. At this projected rate of 
emissions and economic growth, we will have 
blown the global carbon budget by 2034, 
using up an 89‑year budget in just 21. To keep 
within the budget, we now need to reduce 
carbon intensity by 6.0% a year, every year to 
2100. We will need a virtually zero‑carbon 
energy system by the end of the century – this 
may seem a faraway ideology, but to achieve 
that we need to halve our carbon intensity in 
the next ten years.

What this means for you
Jonathan Grant – Director, PwC UK – “While there may be debate 
about some of the details, the main message of the report is clear: 
climate change is real, and governments and business need to 
take action to address the potential risks. The challenge facing 
business is significant and increasingly complicated: companies 
must not only meet shareholder demands for financial returns but 
also prepare and adapt for a different future. This means 
reducing their emissions, reviewing their strategies to integrate 
environmental impacts and working with their suppliers and 
consumers to address the issue”.

Continued
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Airline emissions target for ICAO 
mechanism with reformed EC proposals 
back on the table
The UN International Civil Aviation 
Organisation’s (ICAO) 38th Assembly 
concluded on 4 October with member nations 
agreeing to support the development of a 
global market‑based mechanism (MBM) 
aimed at reducing the growth of greenhouse 
gas emissions in the aviation industry. 
The scheme will be developed over the next 
three years and voted on at the 39th ICAO 
Assembly in 2016; it would then be 
implemented in 2020. But with the European 
Commission seeing this as slow progress, the 
Commission said it would push forward with 
a plan to impose the scheme for flight 
emissions in EU airspace, citing its sovereign 
right to regulate its territory with only 
limited concessions.

With aviation emissions, which currently 
account for about 2‑5% of global greenhouse 
gas emissions, expected to triple by 2050, 
according to Point Carbon, the Assembly 
agreed a set of guiding principles for the 
design and implementation of a global MBM. 

The ICAO Council and member states will 
now work on the technical aspects, 
environmental and economic impacts and 
modalities of the possible options for a global 
MBM, including on its feasibility and 
practicability. They will also identify any 
major issues or problems and make sure that 
any proposed scheme appropriately addresses 
them. A de minimus provision in the adopted 
resolution could exempt certain developing 
countries from having to apply the MBM. 

Under the ICAO resolution, members will 
work towards achieving a global annual 
average fuel efficiency improvement of 2% 
until 2020, and an aspirational target of 
global fuel efficiency improvement at a rate of 
2% per year from 2021 to 2050 (calculated on 
the basis of volume of fuel used per revenue 
tonne kilometre performed). The adopted 
resolution also encourages members to 
develop new aircraft technology and use 
sustainable alternatives to jet fuels.

The ICAO resolution doesn’t allow the 
European Commission to regulate emissions 
within European airspace from flights to and 

from non‑EU Member States. Following 
strong opposition from countries such as the 
US, China, Russia and India, last year the EU 
agreed to ‘stop the clock’ on the enforcement 
of its emission trading system (ETS) to fights 
into and out of the EU, provided that the 
ICAO delivered a global solution.

In the light of the Assembly’s proposals, the 
European Commission has said that it wants 
to charge airlines that use the bloc’s airports 
for the carbon dioxide they emit in EU 
airspace from 2014. Flights between the EU 
and 73 mostly developing countries will be 
exempt. Just a handful of them have direct 

flights to and from the EU, meaning the 
airlines operating those routes, for example 
British Airways or Lufthansa, will not have to 
surrender carbon permits against the CO2 
they emit during those trips. Under the 
proposal, which must be approved by EU 
Parliament and member states, airlines 
would be regulated from 2014 until 2020 
when the ICAO‑designed global 
market‑based mechanism is expected to 
launch. The EU also said the airlines won’t 
have to turn in carbon permits until April 
2015, when they’ll be on the hook for two 
years’ worth of emissions (2013 and 2014).

Continued
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OECD publishes environment policy 
paper titled ‘Climate and carbon: 
Aligning prices and policies’
The analysis by the Organisation for 
Economic Cooperation and Development 
(OECD) on climate change, energy policies 
and investment has been compiled in a report 
released on 9 October. OECD 
Secretary‑General Angel Gurria presented 
the report titled ‘Climate and carbon: 
Aligning process and policies’ at a lecture 
organised in collaboration with the London 
School of Economics. 

According to Angel Gurria, the target of 
limiting the increase in average global 
temperature above pre‑industrial levels to 
two degrees centigrade is achievable and 
affordable if nations take immediate action. 
In 2010 the international community agreed 
to major cuts in emissions to meet this goal. 
The Secretary‑General has urged 
governments to review all the policies, 
particularly those promoting the use of fossil 
fuels, and consider various possibilities for 
cost‑effectively putting a price on carbon. He 
has called for policies that help nations move 

to net zero emissions in the second half of 
the century.

Climate and carbon: Aligning process and 
policies’ brings together conclusions drawn 
from the analysis of carbon pricing measures 
taken by governments. The report lists 
elements necessary to build a consistent and 
coherent plan to meet climate challenges. 
The report calls on governments to:

• Put an explicit price on carbon

• Identify other cost‑effective policy 
instruments that put an implicit price on 
carbon

• Review the broader fiscal policy to 
ensure that it is coherent with stated 
climate goals

• Ensure that any regressive impacts of 
carbon pricing measures are alleviated 
through complementary measures and a 
clear communication strategy is 
developed to explain them 

• Ensure coherence between stated 
climate goals and domestic policies

With the impact of climate change 
increasingly evident, it is vital that nations 
work towards zero‑carbon emissions, says the 
OECD. The report urges governments to make 
this transition as smooth as possible, minimise 
its impact on households and communicate 
the necessity of reforms to the public.

Pledge reaffirmed at World Energy 
Congress for sustainable energy for one 
billion by 2030
The World Energy Congress saw 6,000 
delegates take part in discussions in Daegu, 
South Korea, 13‑17 October. Delegates 
debated how countries should coordinate 
energy policies to achieve triple goals of 
security, sustainability and equity in energy 
policy. But delegates from different parts of 
the world have put different emphases on the 
three prongs of the trilemma depending on 
levels of economic development.

On the closing day of the World Energy 
Congress, UN Secretary General Ban 
Ki‑moon reaffirmed his pledge to provide one 
billion people across the globe access to 
sustainable energy by 2030.

The UN’s three primary goals in this area are:

• providing universal access to modern 
energy sources

• doubling the worldwide rate of energy 
efficiency, and 

• doubling renewable energy’s share of the 
global energy mix.

One point of contention was whether 
governments should subsidise energy costs for 
the world’s poorest consumers. 

In implementing energy policies, the role was 
discussed of the World Energy Council’s 
(WEC’s) Energy Sustainability Index as a 
benchmark. The WEC has graded 129 countries 
with A through D scores based on the three 
goals. Only 5 countries received the highest 
score, the AAA. For developed countries, 
achieving a high score is significantly easier 
compared to those in the developing world. 
However, the Energy Sustainability Index can 
help all nations improve their energy strategies 
and acts as a guideline for responsible policy 
implementation.
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Nations formally adopt Minamata 
convention on mercury as 
international law
The historic new international treaty on 
mercury has now been formally signed. It 
covers all the aspects of the lifecycle of 
mercury and calls for controls across a 
number of products, processes and industries, 
and complete phase‑out of others. 

The UN treaty has been named as the 
Minamata Convention on Mercury after the 
Japanese city where mercury pollution 
caused serious damage during the 
mid‑twentieth century. Exposure to mercury, 
or its compounds, is known to cause damage 
to the neurological system, digestive system 
and kidneys, particularly in the young 
according to the UN Environment Program 
(UNEP) website. 

Delegates from over 140 nations agreed on 
the treaty at the UNEP meeting in Geneva in 
January. The adoption of the treaty took 
place on 10 October at a conference in 
Kumamoto, Japan. The treaty will take effect 
90 days after it has been ratified by a 
minimum of 50 states/bodies, a process 
which could take between 3 and 5 years 
according to reports. 

A work programme for the period between 
signing and implementation of the 
convention was also discussed to prepare for 
the decisions to be taken by the first meeting 
of the Conference of the Parties, a concept 
established by the treaty for formal review 
and evaluation of the treaty’s 
implementation. One of the first countries to 
benefit is Vietnam, where Deputy Director 
General of the VEA Nguyen The Dong 
acknowledged that environmental pollution 
caused by chemical emissions is a big 
problem, and experts from the UN gathered 
on 5 November to share ideas.
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