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Over recent months governments’ focus on renewable energy support 
programmes has continued. Countries such as China, South Korea and Thailand 
have announced plans to subsidise solar power, India and the UK are planning 
to support wind energy schemes and France is increasing its support for 
farm-based biogas power production. But on the other hand, in the face of rising 
energy prices and high subsidies the Czech Republic, Germany and Spain have 
announced plans to scale back some of their renewable energy support programmes.

Broader developments in climate change policies and legislation have 
continued. China has announced that it plans to elevate environmental 
protection to a ‘pillar’ industry and has reached agreement with the US on  
five new action initiatives to fight pollution. Sierra Leone’s new national 
development plan commits the country to an inclusive green growth agenda  
and Mexico’s energy reforms could provide a boost to the renewables sector.  
The World Bank and others have decided to cut back funding for new coal-based 
energy projects and South Korea is proposing a carbon tax on fossil fuels and 
electricity while the UK is consulting on a proposed tax regime for shale gas  
and has announced a package of related community benefits.

Denmark has proposed further measures so that it’ll meet its greenhouse  
gas emissions reduction target but New Zealand, facing economic difficulties, 
has reduced its emissions target.

The biggest corporate emitters in the world are not doing enough to reduce their 
emissions according to the latest CDP Global 500 report. It found that corporate 
emissions are still closely linked to growth, companies are yet to report 
emissions from the most relevant parts of their value chains and financial 
incentives are driving emissions reductions. 

As we go to press the UN’s aviation body, the International Civil Aviation 
Organisation (ICAO), will be meeting in Montreal between 26 September and  
4 October to thrash out the essential details of a proposal for a global approach 

to reducing carbon emissions from aviation. Early indications are that the EU 
has offered a concession to its rules and may agree to limit its emission trading 
scheme (ETS) to include only emissions from flights over European airspace. 
We’ll provide a full report on the outcome in our next edition together with 
details of a major report on the science of climate change by the UN’s 
Intergovernmental Panel on Climate Change (IPCC). By then we should also 
have a clearer picture of whether Australia’s new Government will repeal the 
country’s carbon tax and future emissions trading scheme.

Finally, we’re increasingly hearing calls for ‘good growth’ (that’s real, inclusive, 
responsible and lasting) if business is to meet the increasing demands of a 
growing population on a finite planet. But having any growth is often a 
challenge, let alone ‘good growth’. We’re driving forward new thinking that 
could have far reaching consequences for the way we do business and how we 
evaluate the total impact of growth. Tax plays an important part in our approach 
to assessing what is ‘good growth’. So, what do you think makes good growth? 
Cast your vote on our new website pwc.com/totalimpact and find out more 
about Total Impact Measurement & Management.

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

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

Welcome to the October 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.com/totalimpact
http://www.publications.pwc.com/
http://www.publications.pwc.com/
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Czech Republic
Czech Republic to reduce renewable 
subsidies from 2014
Support for new renewable installations would 
be reduced under a bill approved by the Senate 
on 13 September. If signed by the President, 
new solar and biogas facilities will receive lower 
subsidies from 1 January 2014. There will be a 
transition period where new wind farm and 
hydropower installations will be eligible for 
subsidies at the current level only if they secure 
a building permit before the new legislation 
comes into effect and begin electricity 
generation by 31 December 2014. The law will 
not affect existing installations. 

The new legislation would reduce the ceiling on 
the amount of subsidy paid by consumers for 
renewable energy from CZK583 (approx. 
USD$30.18) per MWh to CZK495 (approx. 
USD$25.62) per MWh. The Government also 
announced that the 26% tax on solar power 
revenues, which was introduced in 2010 and 
was to be scrapped at the end of the year, will 
be continued in 2014 at a lower rate of 10%.

The Government is taking these steps in an 
effort to curb increasing energy prices, which 
are linked to the renewable energy support 
regime. Under the current legislation, the 
electricity distributor purchases solar energy 

at fixed rates which are higher than those paid 
to fossil fuel generators. This results in high 
energy prices and an increased financial 
burden on consumers. When the rules were 
formed in 2005, the cost of developing solar 
power was higher than today and the 
guarantee of high returns attracted a large 
number of investors. This resulted in the 
country achieving its 2020 capacity target 
under the National Renewable Energy Action 
Plan by 2012. The country has also achieved 
the 2010 interim renewable energy target, 
reports Ends Europe citing the European 
Commission. 

According to the Prime Minister, the 
amendments are necessary to ensure the 
competitiveness of Czech businesses in the 
international market and prevent uncertainty 
regarding electricity prices among consumers. 
The incentive schemes for renewables are said 
to have cost the Government billions of dollars 
since their introduction. By the end of the 
decade the cost to the Government is forecast to 
reach CZK900bn, according to the Energy 
Regulatory Office. The Czech Republic is 
committed to achieving 14% of gross final 
consumption of energy from renewable sources 
by 2020 under the National Renewable Energy 
Action Plan.

http://www.publications.pwc.com/
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Denmark 
Denmark proposes measures for further 
cuts in carbon emissions
A new plan aimed at achieving additional 
reductions in carbon emissions was released 
by the Danish Climate and Energy Ministry  
in mid-August. The proposed measures  
target agriculture, transport and waste  
sector emissions. 

In the Government’s energy proposal Our 
Future Energy from November 2011, the 
Government set itself an ambitious target of 
reducing greenhouse gas emissions by 40%  
by 2020 relative to 1990 levels but the 
initiatives in the energy agreement are now 
only expected to reduce greenhouse gas 
emissions by approximately 34%. A further 
reduction of four million tonnes of carbon 
dioxide equivalent per year will be required  
to achieve the Government’s target, according 
to reports by Ends Europe and Point Carbon. 
With the 78 newly proposed measures, some  
of which are quite simple, the Government 
aims to deliver the remaining 6% reduction  
in carbon emissions. 

Citing the Climate Minister, Point Carbon 
reported that the country plans to focus more 
on domestic policies rather than replying on 
the international carbon market to meet the 
emissions target. The Minister added that the 
Government is making an effort to find the 
most cost-effective solutions to meet the 
emissions target and that despite their low 
cost, carbon offsets were not the best long-
term solution for the issue. Reportedly, the 
new climate plan doesn’t propose any fees or 
taxes that would increase the financial burden 
on businesses. The move follows similar steps 
taken by Spain and Austria.

The Government will decide which policies 
should be rolled out next year after holding  
a public consultation and a parliamentary 
debate on the matter. Annual progress  
reports on achieving the 2020 emissions 
reduction target would be made mandatory 
under a provision in a draft climate change 
law, according to Ends Europe.

http://www.publications.pwc.com/
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France
France increases support for farm-based 
biogas production
The feed-in tariffs for power generated  
from farm manure-based biogas plants have 
been revised, according to a press release 
issued by the Ministry for Ecology, Sustainable 
Development and Energy. The Ministerial 
Order introducing the revised rates was 
published on 7 August. 

Under the revised scheme, farm-based biogas 
plants with capacity up to 300kW are eligible 
for a maximum tariff of €0.026 (approx. 
USD$0.034) per kWh, installations with 
capacity up to 500kW can claim €0.021 
(approx. USD$0.027) per kWh, while the tariff 
is zero for large plants with over 1,000kW 
capacity. Under the previous tariff, the 
maximum rate of €0.026 per kWh was 
applicable only for plants with capacity up 
to150kW, according to reports by Ends Europe. 

The move is in line with the ‘Energie 
Méthanisation Autonomie Azote’ (EMAA) plan 
introduced earlier this year. Methanisation 
refers to a process wherein the degradation of 
organic matter takes place in an oxygen-free 
environment. The technology provides an 
alternative pathway for organic waste 
treatment and renewable energy production  
in the form of biogas. The benefits of methane 
recovery from livestock manure include lower 
agricultural emissions and additional income 
for farm owners, reports Ends Europe.  
Residue resulting from the process can be  
used as a fertilizer to minimise water  
pollution associated with agricultural 
activities, adds the news source. 

According to the green energy consortium 
Eurobserver, at 1,117GWh, France ranks 
fourth in biogas-based electricity production 
with Germany claiming the top spot at 
19,426GWh. Earlier reports by Ends Europe 
indicate that under the EMAA plan the  
French Government aims to develop 1000 
farm-based biogas plants and quadruple 
biogas-based heat and power production 
relative to 2010 levels by the end of  
the decade.

What this means for you
Stéphanie Thomas – Avocat-Associée, Landwell & Associés 
– comments – “This change will allow some biogas projects 
to get higher electricity prices. But will it be enough to 
encourage development of new facilities? Some experts 
argue that the revised tariff will have a very small effect on 
the rate of return.”

http://www.publications.pwc.com/
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Germany
Germany to stop subsidising solar  
power from 2018
Solar power projects in Germany may stop 
receiving state support by 2018. Under the 
Renewable Energy Law, subsidies will end 
once solar panels generate 52GW of power.  
In July the Environment Minister said that 
with the existing installed solar capacity at 
34GW, the country is expected to hit the 
ceiling by 2017 or 2018.

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

Over the last few years the German solar 
power sector has witnessed unprecedented 
growth as a result of the fixed price paid  
per kW of solar energy under the existing 
subsidy regime. The generous subsidies 
resulted in the creation of the world’s largest 
solar market in Germany. But cut backs in  
state support and oversupply of panels from 
China have pushed a number of solar power 
companies towards insolvency. 

By 2050 Germany aims to fulfil 80% of  
its energy requirements from renewable 
sources, with a major contribution from  
the solar sector.

What this means for you
Felix Planitz – Partner, PwC Germany – comments – “It’s 
anticipated that new regulations will take effect before the 
limit of 52GW is reached, and major political parties agree 
that the subsidies should be reviewed after the September 
general election. However, if an agreement cannot be 
reached in the next legislative session, feed-in tariffs will 
end as currently scheduled.”

http://www.publications.pwc.com/
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rural roads. The African Development Bank 
describes the AFP as a pathway for green 
growth. It played a significant role in 
mainstreaming the green growth agenda in 
the plan which includes three pillars of green 
growth: responsible management of natural 
resources, increased resilience and economic 
diversification and sustainable development  
of infrastructure and cities.

With the new plan Sierra Leone has formalised 
its commitment to an inclusive green growth 
agenda. Intensified domestic revenue 
mobilisation, increased donor support, aid 
from the Millennium Challenge Corporation 
(an organisation committed to providing 
support for developing nations fighting 
poverty), public-private partnerships, carbon 
trading and diaspora bonds are some of the 
financing options being considered by the 
Government. The central Government will 
oversee the implementation of the overall  
plan but ministries, departments and agencies 
will make sure that their respective sectoral 
policies and initiatives are implemented based 
on agreed guidelines. District-level projects 
will be led by local councils. 

Sierra Leone
Sierra Leone unveils a new national 
development plan
A new national development plan, the Agenda 
for Prosperity (AFP), sets out the Government’s 
vision for an inclusive, green, middle-income 
country with less than 20% of the population 
below the poverty line by 2035. The new plan, 
which was introduced by the President in 
mid-July, follows the Agenda for Change 2007-12 
and covers the period from 2013 to 2018. 

The Government states that the country “will 
aim to be a model in responsible natural 
resource exploitation, with revenues directed 
at transforming and developing the country 
over the long term in a framework of 
sustainable environmental protection”. 
Renewable resources such as land, water and 
forests and non-renewable resources such as 
minerals, oil and gas have been dealt with 
separately under the new plan. The AFP 
recognises that an improved infrastructure, 
particularly in the energy and transport 
sectors, will play an important role in 
increasing competitiveness. The planned 
infrastructure investments focus on renewable 
energy, improved access to energy and better 

What this means for you
Mark Appleby – PwC Country Director 
– Sierra Leone – comments – “The 
Sierra Leone Government’s Agenda for 
Prosperity recognises the need to 
develop policies to respond to its 
sustainability and climate change 
challenges. Businesses will therefore 
have to align their working practices 
accordingly within this evolving 
framework of sustainable 
environmental protection as the 
Government seeks to advance its 
green growth agenda”.

http://www.publications.pwc.com/
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Spain
Spain introduces energy market reforms 
further cutting renewable support
Wide-ranging reforms to the power sector  
that mainly target renewable energy support 
were approved by the Government on  
12 July. The reforms are needed to reduce  
the spiralling electricity sector deficit but  
the burden of the reform will be shared  
by the industry, the public sector and 
electricity consumers.

The reforms include a “new regulatory 
framework and introduction of a new principle 
of economic and financial sustainability of the 
system” under the new Electricity Sector Law. 
New cost reduction measures under a Royal 
Decree-law of urgent measures include annual 
savings of up to EUR€1.5bn from the 
renewable energy compensation scheme, 
EUR€1bn from a new transmission and 
distribution regime and EUR€300m (approx. 
USD$401.03m) from capacity payments and 
other system costs. 

Spain’s lucrative incentives have attracted  
a large number of wind and solar projects  
in recent years, making the country one of  
the biggest markets for renewable energy 
investments. But the demand for electricity 
has been declining since the global financial 
crisis of 2008, resulting in excess generation 
capacity. According to grid data, wind and 
solar power respectively account for 21.8% 
and 5.1% of the net electricity production  
so far this year, Ends Europe reported. 

The latest reforms follow a series of policy 
changes in Spain’s energy sector over the last 
few years. In 2011 the Government restricted 
the number of hours during which solar farms 
could earn subsides and in 2012 incentives  
for new wind, solar, cogeneration and waste 
incineration projects were suspended.  
On 1 January this year a series of new energy 
taxes including two nuclear taxes, a number  
of changes to ‘special taxes’, a levy on hydro-
electricity generation and a 7% flat tax on all 
electrical power production activities were 
introduced. A month later the Government 
announced further cuts to the premium 
programme for renewable energy generation, 
including the removal of linkage between 
renewable energy tariff rates and the selling  
of energy in the spot market. 

According to the Government, the latest 
reforms are necessary to ensure the financial 
stability of the system and contain the 
electricity tariff deficit at around EUR€4.5bn 
at the end of 2013. Total savings from the cost 
reduction measures that will enter into force  
in 2013 are expected to add up to EUR€1.4bn. 
With the public sector contributing EUR€900m 
(approx. USD$1,204.45m) and with an 
estimated EUR€450m (approx. USD$602m) 
coming from an increase in electricity tariffs, 
the total impact of the reforms is expected to 
add up to EUR€2.75bn. As this would leave a 
short-fall, Parliament has already approved 
EUR€2.2bn additional credit. 

According to Bloomberg, the newly introduced 
regime caps the rate of return for the 
renewable energy industry at 7.5% before tax 
and makes sure that clean energy generators 
account for half of the power sector savings. 
The latest cuts, which add to the nearly 40% 
reduction in renewable support resulting  
from earlier cuts, have been criticised by  
major industry lobby groups. According to  
the renewables association APPA, the new 
measures will force small-scale clean energy 
generators to pay a higher tariff towards  
grid infrastructure than energy consumers, 
raising the risk that many small energy 
producers will face bankruptcy.

http://www.publications.pwc.com/
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Sweden
Swedish proposals for adjustments  
to prevent tax reliefs for certain  
fossil heating fuels constituting 
unlawful State aid
A monitoring report for 2012 shows that 
businesses in Sweden benefitted from an 
over-compensation for certain biomass fuels by 
way of exemptions applied for its carbon tax. 
The cause of the over-compensation was 
increased prices of fuel oil during 2012, while 
the costs of various biomass fuels remained in 
line with the previous year.

Sweden has exemptions from carbon tax that 
apply to vegetable and animal oils and fats, 
and certain other liquid heating fuels made 
from biomass when used as heating fuel.  
These constitute compensation in respect of 
costs emanating from the EU emissions trading 
scheme, and that amounts to operating aid 
under EU State aid rules. That aid is permitted 
to the extent that it’s necessary – any over-
compensation therefore needs to be adjusted.

In the report it’s suggested that the over-
compensation could be neutralised by a 
reduction from 94% to 80% of the overall 
carbon tax level for fuels used in heating  
plants in the EU emissions trading system.  
A tax reduction is proposed along these lines 
which will create a reduction for taxable  
fuels such as fuel oil or coal as well as for  
the relevant biofuels. The amendment will 
come into force on 1 January 2014.

What this means for you
Fredrik Jonsson – Senior Manager, PwC Sweden – 
comments – “Unless the Swedish Government adjusts 
the over-compensation it could be considered as 
unlawful State aid whereupon the Commission  
could require the Swedish Government to request 
businesses that have benefitted from the exemptions  
to repay that aid.”

http://www.publications.pwc.com/
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Switzerland
Switzerland targets transport  
emissions and favours domestic  
offsets over UN carbon credits
New legislation would require companies to 
offset an average of 5% of transport emissions, 
according to reports by Point Carbon, and 
they’d have to purchase costly domestic offsets 
over cheaper UN credits. Domestic offsets can 
cost up to CHF100 (approx. USD$108) per tonne.

Transport is a major source of emissions in 
Switzerland accounting for nearly a third of 
the greenhouse gases emitted. In 2011, 
emissions from the transport sector amounted 
to 50.1m tonnes of carbon dioxide equivalent, 
Point Carbon reported citing UN data. 

Under the previous legislation, by paying a 
CHF1.5-levy per litre of transport fuel to 
purchase offsets fuel importers could be 
exempt from the carbon tax, according to the 
news source. Reportedly, out of the 3.4m 
credits purchased every year, only 12% were 
from domestic projects. The new law will 
result in a 76% drop in annual offset purchases 
by Swiss fuel importers, adds the report.

On 1 January this year, Switzerland’s revised 
CO2 Act came into force, which legally binds 
the country to reduce its greenhouse gas 
emissions by 20% relative to 1990 levels by 
2020. The Act primarily covers fossil thermal 
and motor fuels, as well as some 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 recently announced that the 
carbon tax on fuels will next year increase  
by 66% from CHF36 (approx. USD$38.61)  
to CHF60 (approx. USD$64.35) per tonne. 
Companies are eligible for exemptions from 
the tax, if they participate in emissions trading 
or agree to comply with an emissions cap.

Continued

http://www.publications.pwc.com/
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United Kingdom
UK focuses on shale gas, consulting on a 
proposed tax regime and announcing 
community benefits
On 19 July the Government announced a 
consultation on a new fiscal regime for shale 
gas, to encourage a new wave of investment in 
the UK. This could have a significant effect on 
investment in the country. 

At present, the tax rate for profits from new oil 
and gas fields is 62%, consisting of a 
corporation tax rate of 30% (rather than the 
normal UK rate of 23%) and a supplementary 
charge of 32%. This is partly offset by capital 
expenditure attracting 100% capital 
allowances, meaning that capital expenditure 
attracts an immediate tax deduction, instead 
of being spread over several years.

In order to make investment in shale gas more 
attractive, the Government is proposing a ‘pad 
allowance’. This would exempt a portion of 
production income from the supplementary 
charge, effectively reducing the tax rate from 
62% to 30%. The income exempt from the 
supplementary charge would be a portion of the 
capital expenditure incurred on each shale gas 
pad/ well. What this portion of expenditure 
would be hasn’t yet been decided. 

The allowance could be set against any UK oil 
and gas income. It wouldn’t be limited to income 
from the pad that generates the allowance. But 
the allowance wouldn’t create a loss – if it’s 
unused, it would be carried forward to use in 
future accounting periods. It’s also suggested that 
the allowance would be spread over a minimum 
of five years, although the Government is 
seeking input on whether this is too long a 
period, due to the short lifespan of most pads.

A further proposal is that the regime could 
extend to other unconventional onshore 
hydrocarbons, defined as, “(a)n extensive and 
continuous occurrence of petroleum which has 
not migrated from its source rock and is not 
significantly affected by hydrodynamic 
influence”. This could extend to coal bed 
methane or shale oil. The Government is also 
considering extending this to all onshore oil 
and gas deposits. Whether this scope can be 
supported is part of the consultation.

Another measure is the extension of ring fence 
expenditure supplement (RFES). This is a 
measure that ‘inflation proofs’ carried forward 
oil and gas tax losses by increasing them by 
10% in each accounting period. At present, 
this can only be done for up to six accounting 

periods. In view of the possible long lead time 
for unconventional onshore hydrocarbons, the 
Government has proposed extending this 
period to ten years for them.

The consultation will last until 13 September. 

In addition, a package of community benefits 
has been announced, including:

• a community engagement charter, setting 
out industry’s commitments to consult 
openly and honestly with communities at 
all stages, including in advance of planning 
permission applications

• at exploration stage, GBP£100,000 in 
community benefits will be provided per 
well-site where fracking takes place

• 1% of revenues at production stage will be 
paid out to communities

• operators will publish evidence each year of 
how these commitments have been met, and 

• this Charter and offer to communities will 
be regularly reviewed as the industry 
develops, and operators consult further 
with communities.

According to a Government press release, the 
benefits of promoting shale gas include 
increased energy security, increased revenue 
from the oil and gas industry and the creation 
of many new jobs. Citing a British Geological 
Survey report the Guardian states that the 
shale gas reserves may be enough to supply the 
country for up to 25 years. 

The Chancellor backed the new proposals 
saying, “Shale gas is a resource with huge 
potential to broaden the UK’s energy mix. We 
want to create the right conditions for industry 
to explore and unlock that potential in a way 
that allows communities to share in the 
benefits. This new tax regime, which I want to 
make the most generous for shale in the world, 
will contribute to that”. The Government will 
publish a summary of responses to the 
consultation later in the year and, where 
appropriate, legislation will be brought 
forward in Finance Bill 2014.

Environmental groups, concerned about 
impacts on local communities, the chemicals 
used in fracking and the increase in carbon 
emissions, have criticised the move.

https://www.gov.uk/government/consultations/harnessing-the-potential-of-the-uks-natural-resources-a-fiscal-regime-for-shale-gas
http://www.publications.pwc.com/


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

PwC 13

Europe, Middle East and Africa

UK unveils long-term strategy for 
offshore wind industry
The Government’s long-term strategy for 
strengthening the offshore wind industry 
includes a multi-million pound investment that’s 
expected to unlock billions in the economy. 
According to the Offshore Wind Industrial 
Strategy Summary, which was published on  
1 August, the Government’s aim is to promote 
investment, innovation and economic growth 
in the offshore wind supply chain, and help  
the sector deliver its economic potential. 

To support the development of the industry’s 
supply chain the Regional Growth Fund will 
contribute GBP£20m (approx. USD$31.1m)  
to a new Manufacturing Advisory Service 
programme called GROW: Offshore. A further 
GBP£46m (approx. USD$71.54m) will be 
invested over five years in the Offshore 
Renewable Energy Catapult Centre to 
strengthen collaboration between industry, 
academia and the Government in offshore 
renewable innovation and help companies 

What this means for you
Ronan O’Regan – Director, PwC UK – 
comments – “The recent 
announcements made by DECC around 
the long term strategy for strategy for 
offshore wind will be particularly 
welcomed by companies looking at this 
industry for supply chain growth 
opportunities. They will also be an 
important step toward making sure 
that the industry continues to attract 
new investment and ensure continued 
cost reduction. In parallel, investors 
will be closely following the 
developments around electricity 
market reform to make sure that 
projects can access long term support 
at economic levels.”

bring new products to the market. A significant 
share of GBP£3.8bn capital available to the 
Green Investment Bank, an initiative designed 
to provide financing solutions to encourage and 
accelerate private sector investment in green 
projects, is expected to be co-invested in 
offshore wind projects with commercial parties. 

The Government’s strategy details practical 
measures for attracting investment and steps 
for making the supply chain more competitive. 
The measures include the creation of the 
Offshore Wind Investment Organisation to 
promote inward investment to the country, 
industry-led initiatives for sharing information 
regarding contracting decision points and 
procurement timelines, a proposal requiring 
the submission of a supply chain plan by 
large-scale developers and expansion of the 
scope of the Department of Energy and 
Climate Change (DECC) offshore wind 
manufacturing funding scheme to support port 
and coastal infrastructure development in 
assisted areas of the country. 

Currently the UK is the market leader in the 
offshore wind sector. According to the Offshore 
Wind Industrial Strategy Summary, the growth 
potential of the sector is massive. Citing 
independent analysis the document forecasts 
that by 2020 the installed offshore wind 
capacity across the EU will be 28GW and by 
2030 it will hit 55GW. A high growth scenario 
could lead to the creation of more than 30,000 
full time jobs and deliver up to GBP£7bn each 
year as gross value added (GVA) to the UK 
economy by 2020, as well as an estimated 
GBP£7-18bn in net exports by 2030.

The success of the strategy will be measured 
by long-term growth in manufacturing and 
other facilities at both the top tier and deeper 
levels of the offshore wind supply chain, and  
in installation, operations and maintenance, 
and other services. The Offshore Wind 
Industry Council (OWIC), the Offshore  
Wind Programme Board (OWPB) and the 
Government are responsible for the strategy 
and will oversee its implementation. 
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UK proposes a more lenient penalty 
regime for EU ETS non-compliance 
The Government launched a public 
consultation on amendments to the UK 
greenhouse gas emissions trading scheme 
(ETS) on 7 August. The consultation proposes 
several technical amendments to “simplify  
and harmonise” EU ETS non-compliance 
penalties and “improve clarity and reduce  
the burden for businesses” as the scheme 
transitions to the third phase covering the 
period from 2013 to 2020. 

According to the consultation the proposed 
amendments would:

• clarify the level of civil penalties to be 
imposed on operators carrying out 
unauthorised EU ETS activities and the 
discretion available to regulators to waive 
or reduce such penalties

• bring the penalty for under-reporting EU 
ETS emissions prior to 2013 into line with 
the penalty from 2013, enabling regulators 
to impose a lower level of civil penalty, or 
even waive a penalty entirely, where 
operators self-report and surrender the 
requisite number of allowances

What this means for you
Jonathan Grant – Director of Carbon 
Markets, PwC UK – comments 
“Companies are likely to welcome these 
sensible proposed changes to the EU ETS 
compliance regime.”

• implement the EU’s 2013 Registries 
Regulation, and 

• replace the National Emissions Inventory’s 
system of criminal sanctions with a civil 
penalty scheme and remove the associated 
power of entry.

Existing laws give EU Member States some 
flexibility in imposing penalties on companies 
that fail to comply with the EU ETS regulations 
after 2013. But a strict penalty of EUR€100 per 
tonne of carbon dioxide (approx. USD$132) is 
applicable for non-compliance during the 
second phase of the scheme from 2008 to 
2012. The amended regulations would replace 
the EUR€100 penalty with a discretionary 
EUR€20 per tonne (approx. USD$26) penalty 
in cases where operators voluntarily identify 
the under-reporting of emissions and 
surrender the required quantity of allowances.

The proposed alignment of penalties 
applicable for under-reporting post 2013 with 
historical cases will create a consistent penalty 
regime across the different years and phases of 
the ETS, according to the Department of 
Energy and Climate Change. The more flexible 
penalty regime would also be extended to 
airlines, Ends Europe reports. 

The regulator would also have discretionary 
powers to increase or decrease the penalty 
for carrying out unauthorised ETS activities. 
Currently the penalty has to be higher than  
the financial benefits earned through the 
unauthorised activity.

The Secretary of State has the power to 
authorise the entry and inspection of 
companies for the purpose of preparing  
the National Emissions Inventory, which  
is a requirement under the Kyoto Protocol.  
The failure to comply with a request for 
information, or the provision of false or 
misleading information, is currently 
punishable as a criminal offence. In order 
 to help reduce the regulatory burden on 
business, the Government is proposing  
to replace the criminal sanction in the  
Inventory Regulations with a civil penalty  
and to remove the power of entry.

The regulations proposed in the consultation 
will be applicable across England, Scotland, 
Northern Ireland and Wales. The consultation 
closed on 19 September. 
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Investigation and suspension of  
specific exemptions and reliefs in UK’s 
aggregates levy
The Government has received notification that 
the European Commission has decided to open 
a formal investigation relating to certain 
exemptions and reliefs within the UK’s 
aggregates levy and is obliged to suspend those 
reliefs until the outcome of the investigation.

The British Aggregates Association (BAA) 
made a submission in April 2002 to the 
European Commission arguing that the 
aggregates levy contained State aid and that it 
should be declared an unlawful tax. The 
Commission decided not to raise any 
objections against the levy at that stage but, 
following an appeal, was required by the 
European Courts to reconsider the position. 

On 31 July 2013 the Commission sent the UK 
its preliminary conclusions. HM Revenue and 
Customs (HMRC) has issued Briefs (Revenue & 
Customs Brief 24/13 and Revenue & Customs 
Brief 27/13) stating that the Commission has 
advised the UK that the aggregates levy in 

itself doesn’t constitute an unlawful State aid 
but that a formal investigation into certain 
exemptions and reliefs was being opened. In 
the meantime steps are being taken to suspend 
the application of those elements of the levy 
that now form the subject matter of the formal 
investigation. A further HMRC Brief will be 
issued as soon as reasonably practicable which 
will set out what action businesses need to take. 

The UK Government maintains that these 
exemptions and reliefs don’t constitute State 
aid and will provide further information to the 
Commission to support this. HM Treasury and 
HMRC may ask some businesses and trade 
associations for evidence/ information to 
inform the Government’s response to some of 
these questions. 

The Commission will shortly publish its letter 
and accompanying summary in the Official 
Journal of the European Union. All interested 
parties will have the opportunity to make 
representations to the Commission within one 
month of the date of that publication.

It’s not yet known when the Commission will 
conclude its investigation.

What this means for you
Jonathan Main – Partner, PwC UK – comments – “The Commission is specifically 
assessing exemptions and reliefs available for businesses that mine, quarry, import 
or use ball and china clay, industrial minerals, coal, and clay. It is therefore 
important for businesses affected to engage on this issue to provide the evidence to 
support the retention of the reliefs that are critical to their business. If any reliefs or 
exemptions are found to be unlawful State aid there’s a possibility that the 
Commission could require the UK Government to request businesses that have 
benefitted from those reliefs or exemptions to repay that aid. We can help businesses 
make representations to the Commission and/or Government, and advise them 
about their rights during the period in which the reliefs are suspended and the 
remedies available in the event that HMRC seeks to clawback underpaid tax.”
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Mexico’s proposed energy reforms could 
boost the renewables sector 
A major overhaul of the oil & gas and power 
sectors, which was announced by the President 
in mid-August, could give a push to clean 
energy initiatives, reports Point Carbon citing 
government sources. 

The bill, which is yet to be approved by 
Congress, would amend Articles 27 and 28 of 
the Constitution. It would restructure the 
energy sector and open many new areas for 
private participation. The President reportedly 
said that the one of the objectives of the reform 
is to address limitations with the current 
model with regard to increasing renewable 
capacity. He added that the reforms may allow 
the country to tap into the potential for large 
clean energy generation. 

Private companies, including foreign 
companies, would for the first time in many 
years be allowed to enter into profit sharing 
agreements with Pemex, the state owned oil 
company, to undertake joint operations. In 
relation to the power sector, the reforms 
provide for the creation of an independent 
power system operator, a competitive 

wholesale power market and clean energy 
certificates. Although still state controlled, the 
operator would be able to work with private 
companies in delivering power transmission 
and distribution activities. The new model 
would give a higher priority to clean and cost 
effective sources when deciding where to build 
transmission lines linking to the national grid, 
according to reports by Point Carbon. 
Complementary legislation for the 
implementation of the proposed reforms is yet 
to be defined. 

Mexico aims to reduce greenhouse gas 
emissions by 30% against 2000 levels by 2020 
and 50% by 2050. The Government has also 
committed to generate 35% of the country’s 
energy from clean sources by 2020. The main 
instruments being used to meet this target 
include the General Climate Change Law, 
which sets out short and long-term climate 
goals, and the National Climate Change 
Strategy, which provides guidance on how 
Mexico can achieve the set goals. 
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US/China
US and China agree five new action 
initiatives to fight pollution
The US and China reached agreement on  
five new action initiatives aimed at reducing 
greenhouse gas emissions during a bilateral 
Strategic and Economic Dialogue held in 
Washington during the first half of July.  
The initiatives address the main sources of 
emissions in both the countries. According  
to a statement released by the US Government 
the initiatives include:

• reducing emissions from heavy-duty and 
other vehicles

• increasing carbon capture, utilisation and 
storage (CCUS) 

• increasing energy efficiency in buildings, 
industry and transport 

• improving greenhouse gas data collection 
and management, and 

• promoting smart grids.

Heavy-duty vehicles are a major source of 
emissions in both the US and China. Under the 
initiative comprehensive policies to enhance 
heavy-duty fuel efficiency standards, vehicle 
emission control technologies, cleaner fuels 
and more efficient freight will be advanced 
with the aim of reducing carbon dioxide and 
black carbon emissions. 

The two countries, which together consume 
more than 40% of coal worldwide, have agreed 
to promote the use of CCUS technology to reduce 
emissions from coal-fired power installations 
and industrial sectors by implementing a 
number of large-scale demonstration projects. 
Measures such as innovative financing models 
will be used to increase the energy efficiency 
of buildings and collaborative efforts will be 
made to reduce power sector emissions 
through the development of more efficient  
and resilient grids that are capable of 
incorporating more renewable energy. 
Measures will also be taken to build capacity 
for comprehensive and accurate emissions  
data reporting so that mitigation policies  
can be developed and implemented. 

The initiatives have been developed by the 
US-China Climate Change Working Group 
which was established in April. The main 
objective of the group is to determine and 
finalise ways in which both countries can 
advance cooperation on research, alternative 
and renewable energy, technology and 
conservation. The working group is expected 
to develop implementation plans for the five 
new action initiatives by October this year.  
The group is also responsible for implementing 
the agreement reached by the US and Chinese 
Presidents in June to phase out the use and 
production of hydrofluorocarbons (HFCs)  
used in air conditioners and refrigerants. 
Separately, China has also recently asked  
the European Union to help it tackle  
pollution related to heavy metals and  
water, and waste treatment.

What this means for you
Matt Haskins – Principal, PwC US – 
comments – “These initiatives are 
broadly consistent with the President’s 
Climate Action Plan and appear to be 
focused on areas in which the 
Administration can take action without 
seeking new legislation from Congress. 
Like the Climate Action Plan, however, 
these initiatives will need further 
elaboration from the Administration, 
and businesses will want to monitor 
potential regulatory actions such as 
forthcoming EPA rules on GHG 
emissions from power plants.” 
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ASEAN
PwC survey finds that less than 50% of 
companies in ASEAN nations monitor 
their greenhouse gas emissions
PwC Malaysia’s Sustainability and Climate 
Change team has conducted a survey among 
prominent companies across different 
industries in Malaysia, Thailand, Indonesia, 
the Philippines and Vietnam to find out if 
companies are acknowledging the impact of 
climate change and how they’re managing it. 
The survey sought to understand the main 
driving forces behind the corporate climate 
change efforts, determine the level of 
disclosure for climate change reporting and 
understand the reasons for non-disclosure. 

The results of the survey show that companies 
are already taking a keener interest in the  
risks and opportunities of climate change 
impacts on their business. According to the 
survey respondents, the top five sustainability 
drivers in ASEAN include competitive 
advantage, brand enhancement, product/ 
service innovation, energy and carbon  
related costs, and compliance with legislation. 
Although competitive advantage and brand 
enhancement are currently the top 

Due to the lack of regulations, awareness and 
robust monitoring systems, many companies 
are yet to measure and report on their GHG 
emissions. As a result, these companies miss 
out on potential cost savings and growth 
opportunities. Even though there are no 
regulations in the region to mandate 
companies to report on climate change, many 
governments are planning to have national 
policies in place to encourage companies to 
report their GHG emissions in the near future. 

You can find out more about the survey  
by clicking on this link:  
http://www.pwc.com/my/en/assets/
publications/climate-change-tl.pdf

sustainability drivers and will likely remain  
as the top drivers over the next five years, 
companies are moving beyond compliance, 
agreeing that in the near future, energy and 
carbon related costs will be the number one 
sustainability driver in the region.

Measuring and monitoring greenhouse gas 
emissions (GHG) are the first steps a company 
can take to manage its carbon footprint. 
Although climate change and carbon emissions 
are moving up the corporate agenda, the 
survey found that 52% of the companies 
surveyed don’t measure and monitor their 
GHG emissions. The survey highlighted that 
26% don’t measure and 44% don’t disclose 
their GHG emissions because it’s not a 
regulatory requirement. Of the five countries 
surveyed, only regulators in Indonesia, 
Malaysia and the Philippines have initiatives  
in place that promote the disclosure of GHG 
emissions and even then the initiatives aren’t 
robust enough to ensure proper management 
of the companies’ emissions. The report 
includes a case study on how PwC assisted  
a global conglomerate on its climate change 
management.
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China
China elevates environmental protection 
to a ‘pillar industry’
On 11 August the State Council pledged to 
promote environmental protection to a ‘pillar 
industry’ by 2015. Government support in the 
form of subsidies and tax breaks will be 
offered to increase the demand for energy-
saving products, promote the environmental 
protection service industry and encourage 
technological innovation. The benefits will be 
available to both Chinese as well as eligible 
foreign-funded firms, according to the 
Financial Times. Under the plan, the State 
Council reportedly expects the energy-saving 
industry to grow at an average rate of 15% per 
year to reach CNY4.5tn by 2015.

Under the 12th Five-Year Plan from 2011 to 
2015, China is investing CNY1.8tn in the 
renewable energy sector. It will now spend an 
additional CNY2.3tn on emissions reduction 
and energy-saving projects, according to the 
China Daily, citing the deputy Director of the 
National Development and Reform 
Commission. He added that during 2006/12 
China reduced the consumption of energy by 

26.6% per unit of GDP, which is equivalent to  
a 1.8bn metric tonne reduction in greenhouse 
gas emissions. By 2015 the State Council 
reportedly expects high-efficiency energy-
saving technology and equipment to have a 
30% share of the market. 

Following a public outcry triggered by record 
high levels of pollution in several regions of 
China in the first quarter of 2013, the 
Government has taken several measures to 
curb emissions. In June China approved a 
directive containing ten new measures to curb 
pollution. According to reports by Xinhua’s 
China Economic Information Service, the 
Government plans to centralise pollution 
control efforts and the Ministry of 
Environmental Protection will reportedly 
integrate efforts to curb pollution in Tianjin 
and Hubei provinces with those in the city of 
Beijing and surrounding areas by the end of 
the year. The State Council has set a target to 
increase urban sewage treatment capacity to 
200 million cubic metres per day by 2015 and 
measures will be taken to increase the use of 
clean energy vehicles for public transport in 
cities like Beijing, Guangzhou and Shanghai.
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Update on China’s pilot carbon markets
Over the last few months the Chinese cities  
of Shenzhen, Wuhan and Chongqing made 
further progress towards establishing their 
respective emissions trading programmes.  
The cities are part of a group of designated 
areas across China preparing to implement 
experimental carbon trading schemes through 
to 2015. China aims to launch a nationwide 
carbon market later this decade. 

In mid-June Shenzhen became the first  
Chinese city to launch a pilot carbon market. 
The scheme covers emissions from 635 
industrial enterprises and 197 large buildings, 
accounting for 38% of the city’s carbon 
emissions. The local government has decided  
to allow over three million tonnes of carbon 
offsets, also called Chinese certified emission 
reductions (CCER), into the market per year 
during the period 2013-15, according to the 
China Daily, citing the vice-president of the 
China Emissions Exchange.

Reportedly four types of carbon offset projects 
will be considered: reforestation, ecological 
protection initiatives in nature reserves, 
energy structure optimisation and projects 
initiated by local firms. Companies facing caps 
under the scheme can use CCERs to offset up 
to 10% of their carbon credits. The purchase of 
CCERs is also open to companies not covered 
by the scheme and individuals who want to 
buy CCERs for investment purposes.

The local government of Wuhan unveiled a  
new low carbon development plan for the city  
in the second half of August, Point Carbon 
reported citing state media. Under the new 
plan the capital city of Hubei province 
reportedly aims to cut its greenhouse gas 
emissions by 56% per unit of gross domestic 
product (GDP) relative to 2005 levels by 2020. 
Wuhan’s new emissions reduction target is 
significantly more ambitious than the national 
target of 40-45%. According to Point Carbon, 
more than 150 major companies face an 
absolute cap under the plan, which aims to 
make sure that the region’s carbon emissions 
peak at 160 million tonnes of carbon dioxide 
equivalent by 2020. 

What this means for you 
Allan Zhang – Director, PwC China – 
comments – “As more Chinese cities 
have come up with their mandatory 
caps on carbon emissions, companies 
in China need to actively explore the 
business potentials of these carbon 
trading arrangements in addition to 
meeting the basic requirements of the 
Government.”

Chongqing is also set to announce rules 
governing its local emissions trading 
programme which is scheduled to launch in 
early 2014, according to Point Carbon. Citing a 
city official the news source adds that scheme 
covers emissions from 300 companies emitting 
over 20,000 tonnes of carbon dioxide a year 
and will account for 35-40% of the city’s 
carbon emissions. 

Apart from the designated areas, market based 
measures are also being considered by a number 
of cities along the east coast of China to curb the 
rising pollution levels. According to reports by 
Point Carbon, the Chinese city of Jining recently 
introduced a proposal to reduce pollution that 
would make emissions monitoring and reporting 
mandatory for emitters. Reportedly the local 
government is also considering the launch of a 
cap-and-trade scheme, although the details are 
yet to be disclosed. By 2015 Jining aims to cut 
greenhouse gas emissions by 18% per unit of 
GDP relative to 2010 levels. 

Cities in Jiangsu and the city of Hangzhou are 
also reportedly considering market based 
solutions to curb pollution. 
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New subsidies for China’s solar  
PV industry
China has announced new policies aimed at 
curbing the rising air pollution and supporting 
renewable energy projects, according to 
reports by the China Daily. 

In late August the National Development and 
Reform Commission delivered a new subsidy 
regime for solar power generation under which 
photovoltaic (PV) power plants can claim a 
subsidy of CNY0.42 per kWh of electricity 
generated. The new rates will be applicable for 
distributed PV power units registered after 1 
September and for those projects registered before 
that date but which will not start generating 
electricity until 2014. Solar power plants which 
weren’t previously included under the project-
investment based subsidy scheme will also be 
covered by the new regime. The subsidy will be 
offered for a minimum period of 20 years. 

The Government has also announced changes in 
the price of electricity generated by PV power 
plants, reports the China Daily. While the price 
will remain at CNY1 per kWh for PV power plants 
situated in the eastern region, it will be reduced to 
CNY0.9 or 0.95 per kWh for solar power stations 
located in the sun-rich western regions. 

In a related development, the Government  
has increased incentives offered to power 
stations for installing equipment that will 
reduce pollution. According to reports by the 
China Daily, starting from 25 September, 
power stations with nitrogen oxide reducing 
equipment can claim a subsidy of CNY0.01  
per kWh instead of CNY 0.008. A subsidy of 
CNY0.002 per kWh will also be offered to 
power stations generating electricity under  
a particular particle-emission standard.

The new subsidies and the existing subsidy  
of CNY0.015 per kWh offered to power  
stations using equipment to reduce sulphur 
dioxide emissions will cost the state over 
CNY80bn. Reportedly, plants that have  
access to pollution curbing equipment,  
but fail to use it will be penalised. 

The National Development and Reform 
Commission plans to reinforce government 
funding for clean energy subsidies by raising 
more money from power generators. According 
to the China Daily, from 25 September power 
stations will have to pay CNY0.015 instead of 
CNY0.008 per kWh of electricity supplied to 
industrial clients but the price of electricity  
for agricultural and residential users will 
remain unchanged. 

With pollution levels reaching record highs  
in Beijing throughout the first quarter of the 
year, poor air quality is a matter of growing 
concern in the country. This has prompted  
the Government to take a number of measures 
to curb pollution over the past few months. 
China has committed to cut greenhouse gas 
emissions by 17% per unit of GDP, relative to 
2010 levels, by 2015; and by 40%-45% per  
unit of GDP relative to 2005 levels by 2020.

What this means for you 
Allan Zhang – Director, PwC China – 
comments – “The new policy will likely 
provide more predictability on returns 
for investors and thus promote more 
rapid development of the solar power 
sector in China, though many hurdles 
still exist.”
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India
India formally approves ‘generation-
based incentive’ scheme for wind power
The Government has given the green light to a 
‘generation-based incentive’ (GBI) scheme for 
the wind energy sector. The scheme was 
announced by the Finance Minister in the 
2013/14 Budget and formally approved by the 
Union Cabinet of Ministers on 1 August, 
according to Business Line.

Under the scheme, wind energy generators will 
be entitled to receive INR0.50 (approx. 
USD$0.007) per kWh from the Government up 
to a maximum amount of INR1 crore (approx. 
USD$149,804). This figure is significantly higher 
than the INR62 lakh (approx. USD$92,869) 
ceiling during 2011/12. A minimum of four 
years of operation and a maximum of ten years 
has been set as the time period for taking 
advantage of the incentive. 

The scheme will take effect retrospectively, 
which means that all the wind farms launched 
after 1 April 2012 can take advantage of the 
scheme. This translates into immediate 

incentives worth INR38 lakh (approx. 
USD$56,920) for projects that launched 
operations after April last year, reports the 
Economic Times quoting an official. According 
to reports, a budget of INR800 crore (approx. 
USD$120m) has been allocated to the scheme.

In April last year the Government suspended 
both generation-based incentives and 
‘accelerated depreciation’, a fiscal concession 
that allowed wind power producers to write 
down 80% of the costs incurred in setting up 
wind turbines as depreciation expenditure, 
according to reports by the Economic Times. 
While the Government has reintroduced the 
generation-based incentive scheme, it remains 
undecided regarding accelerated depreciation. 

With an installed wind power capacity of 
19,564MW, India ranks fifth in the world, 
according to reports by the Economic Times, but 
the sector has been facing a plethora of political 
and legislative problems in recent months.
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Japan
Japan formalises ‘Low Carbon  
Growth Partnership’ agreements  
with Laos and Indonesia
Japan signed ‘Low Carbon Growth Partnership’ 
agreements with Laos on 7 August and 
Indonesia on 26 August. The agreements set out 
preliminary rules for establishing a bilateral 
offset credit mechanism (BOCM), known more 
simply as a joint crediting mechanism.

Under the agreements, the partner countries 
will establish a joint committee to operate the 
BOCM. The partner nations mutually recognise 
that verified emissions reductions can be used 
towards their own internationally pledged 
greenhouse gas emissions reduction efforts. 
They also agree not to use projects registered 
under the BOCM “for the purpose of any other 
international climate mitigation mechanisms” 
to avoid double counting. 

The Low Carbon Growth Partnership agreements 
with Laos and Indonesia follow similar deals that 
Japan has signed with Bangladesh, Ethiopia, 
Kenya, the Maldives, Mongolia and Vietnam. The 
agreements are designed to help Japan improve 
its industries’ competitiveness in the area of 
energy efficiency and low carbon technologies, 
and at the same time help partnering countries to 
reduce their emissions. 

Earlier reports from Point Carbon indicate that 
Japan is in talks with Djibouti and India to 
establish similar agreements with these 
countries. In 2009, Japan pledged to reduce its 
greenhouse gas emissions by 25% relative to 
1990 levels by 2020 but recent reports in the 
Japan Times indicate that this target is being 
reviewed in light of the country’s decision to 
move away from nuclear power following the 
Fukushima disaster in 2011. Japan’s new 
emissions reduction target is expected to be 
revealed at the annual UN climate change 
conference to be held in Poland in November. 

Japan begins accepting applications 
under the new J-Credit Scheme 
On 19 August the Government started accepting 
applications for the registration of projects under 
a new carbon offset scheme, the J-Credit 
Scheme, according to an announcement on the 
Ministry of Economy, Trade and Industry 
(METI) website. 

The J-Credit Scheme, which is jointly operated 
by the METI, the Ministry of Environment and 
the Ministry of Agriculture, Forestry and 
Fisheries, was launched in April this year in 
response to a proposal by the Study Group for a 
New Domestic Clean Development Mechanism 
(CDM). In its final report the Study Group 

recommended that the domestic Clean 
Development Mechanism and the offset credit 
scheme (J-VER), both of which ended earlier this 
year in March, should be integrated. Under the 
new scheme, the amount of greenhouse gas 
emissions reduced or removed as a result of 
initiatives such as the introduction of energy-
efficient products and forest management are 
certified as ‘credits’ by the Japanese Government. 

Unlike the previous CDM and offset credit 
system, under the new scheme the amount of 
emissions removed through the efforts of SMEs 
and other entities participating in voluntary 
action plan projects can also be approved as 
credits. The approved credits can be used as 
carbon offsets or to meet targets set under the 
Action Plan for Achieving a Low-Carbon Society.
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New Zealand
New Zealand sets a new lower emissions 
reduction target of 5% by 2020
In mid-August New Zealand announced that it 
will reduce its greenhouse gas emissions by 5% 
relative to 1990 levels by 2020. 

Commenting on the newly set target the Climate 
Change Minister said, “This is an unconditional 
target to take responsibility for our emissions, 
and gives certainty to domestic stakeholders”.  
He added that the target has been decided  
after careful consideration of the cost of taking 
ambitious climate change action and the 
financial burden on the country’s businesses and 
households. Referring to the development of a 
binding agreement under the UN Framework 
Convention on Climate Change, which will  
apply to all parties from 2020, the Minister said, 
“Taking this 2020 target allows us to take action 
in the interim, while the shape of this new 
agreement is being determined. It also gives us 
the flexibility to begin our transition to the new 
agreement’s rules ahead of time”.

Last year New Zealand chose not to sign up for 
a second commitment period under the Kyoto 
Protocol. The new emissions reduction 
commitment has been made under the parent 
body of the Kyoto Protocol, the UN Framework 
Convention. At the 2009 UN climate summit in 

Copenhagen, New Zealand pledged to cut 
greenhouse gas emissions by 10-20% relative 
to 1990 levels by 2020, if an agreement was 
reached on a new global climate treaty. The 
weakened 5% target has been strongly 
criticised by green groups.

According to Point Carbon, between 1990 and 
2011 emissions from the agricultural sector 
increased by 12.1% while those from energy 
sector rose by 32%. Emissions from areas such 
as deforestation, mining, transport and dairy 
farming, some of the major sources of 
emissions, have increased by 88.06% since 
1990, according to reports by the Responding 
to Climate Change (RTCC) organisation. 

In spite of rising emissions, the way in which 
forestry and land use emissions are accounted 
for will make sure that New Zealand meets its 
commitment of keeping emissions at 1990 
levels during the period from 2008-12, reports 
Point Carbon. The Climate Change Minister 
has expressed confidence in the country’s 
ability to achieve the new 5% emissions 
reduction target under the existing emissions 
trading scheme. But according to some reports, 
New Zealand’s emissions are expected to 
increase substantially in the absence of any 
new policies.

http://www.publications.pwc.com/
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South Korea
South Korea proposes carbon tax on 
fossil fuels and electricity
A tax on carbon emissions from fossil fuels and 
on electric power would be introduced under a 
bill presented to the National Assembly on 10 
July. The Carbon Tax Law, which covers coal, 
oil and other petrochemical fuels, natural gas 
and electricity, was proposed by a group of 29 
lawmakers from across party lines. 

Although South Korea taxes diesel and 
gasoline for general purposes, currently there 
aren’t any environmental levies on fuels and 
electricity aimed at funding programmes for 
addressing climate change, such as the 
development of renewable energy technologies 
and the promotion of eco-friendly industries.

The new legislation would introduce levies 
based on the established carbon dioxide 
emission profiles of different types of energy. 
The tax rates range from KRW1.4 (approx. 
USD$0.0012) per kWh for electricity generated 
from thermal power stations to KRW6.7 
(approx. USD$0.0062) per litre for gasoline 
and KRW9.5 (approx. USD$0.0087) per litre 
for heavy fuel oil, according to Bloomberg 
BNA. If approved, the carbon tax will amount 
to approximately USD$3 per tonne of CO2 
emission and will come into effect from 1 
January 2016. It’s estimated that over the first 
five years of implementation from 2016-21, the 
carbon tax will bring in revenue worth KRW4.5tn. 

Quoting a sponsoring lawmaker and a member 
of the Environment and Labour Committee  
of the National Assembly, Bloomberg BNA 
reports, “Conditions are ripe for political 
engagement and policy decision-making 
toward the implementation of a carbon tax”. 
Reportedly, the Deputy Prime Minister also 
backed the proposal in his speech at the third 
Annual Global Green Growth Summit. 

South Korea doubled the emissions reduction 
targets for local industrial and power sectors 
for 2013, according to reports published by 
Bloomberg and Reuters late last year. The 
country is also working towards the launch  
of a domestic emissions trading scheme from  
1 January 2015. The carbon market will  
cover facilities emitting over 25,000 tonnes,  
or firms emitting over 125,000 tonnes, of 
carbon dioxide per year. It’s expected that 
more than 500 companies will be required to 
comply with the scheme, which will cover most 
heavy industry sectors including power, steel, 
cement, petrochemical, electronics and 
consumer industrial products manufacturing. 
Emissions from the covered sectors are 
believed to represent 60% of the country’s 
total emissions. 

The new proposal and the cap-and-trade 
scheme underpin South Korea’s pledge to 
reduce carbon emissions by 30% by 2020 
compared to business as usual levels.

What this means for you 
Changmin Yoo – Director, PwC South 
Korea – comments – “The exact tax rate 
hasn’t been set in stone yet and 
lawmakers said they will immediately 
convene a nationwide stakeholder 
forum to determine the carbon tax rate 
to accommodate the voices from 
environmental nongovernmental 
organisations (NGOs) as well as voices 
from industries. Energy intensive 
businesses in Korea are opposing the 
introduction of carbon tax claiming 
that it will hurt the competitiveness of 
Korean industries. Fear of double 
regulation for business in addition to 
the proposed emission trading scheme 
has been expressed among business 
representatives.”

http://www.publications.pwc.com/
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South Korea aims to boost solar power 
sector with solar panel rentals
The Government plans to introduce a solar 
panel rental system to boost the use of 
renewables in electricity production,  
the Korea Herald reports citing government 
officials. The country is reportedly looking  
for ways to increase clean power production  
to counter energy shortages. Currently the 
contribution of renewables in Korea’s  
energy mix is extremely limited. Last year 
renewables accounted for just 1.8% of the 
overall electricity produced in the country. 

Solar power has remained out of reach for 
households because of the high cost of solar 
panel installation and maintenance, according 
to the Ministry of Trade, Industry and Energy. 
Installing a solar panel with a capacity of 3KW 
can cost about KRW5m (approx. USD$4,500). 
The Government hopes to overcome this 
barrier by promoting solar panel rentals. 

Under the proposed rental system, for a 
monthly fee registered rental companies  
will install and maintain solar panels. 
Homeowners are expected to reduce their 
energy bills by about 20%, despite the  
rental fee. At the end of the lease period 
homeowners will have the option of 
purchasing the system, extending the rental 
period or having it removed. 

South Korea aims to reduce greenhouse  
gas emissions by 30% by 2020 compared  
to business as usual levels. Increased 
contribution of solar power in the country’s 
energy mix will help the country meet  
this target.

http://www.publications.pwc.com/
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Thailand
Thailand aims to increase solar  
power capacity
New subsidy rates for rooftop installations and 
rural solar projects form part of the 
Government’s plan to increase solar power 
capacity to 3000MW by 2021, a target 50% 
higher than previously announced.

According to Bloomberg, citing the Ministry of 
Energy, the Government will work with the 
state-run micro-credit provider, the Village 
Fund, to build up community-owned solar 
photovoltaic plant capacity to 800MW by 2014. 
Special rates will be available for up to 
200MWs of rooftop installations constructed 
by the end of 2013, provided that half of them 
are built on residential properties. 

For small-scale rooftop installations, the 
Ministry has reportedly announced a tariff of 
THB6,960 (approx. USD$225) per MWh, a 
figure 57% higher than the global average for 
similar projects. The tariff for village-based 
projects will initially be as high as THB9,750 
(approx. USD$311.2) per MWh before it levels 
off to THB4,500 (approx. USD$143.63) per 
MWh by end of the contract. The Government 
will purchase energy generated by such 
projects under a 25-year contract. 

The Finance Ministry plans to invest THB80bn to 
develop solar farms in all Thai villages, according 
to reports in the Bangkok Post. The news source, 
citing the latest Interior Ministry data as of 
December 2012, adds that the country has 74,963 
villages. The One Village One Megawatt Solar 
Farm scheme, a joint initiative by the National 
Village and Urban Community Fund Office, aims 
to enable all the villages to produce energy for 
internal use. Project financing, up to a maximum 
of 50% of the total cost, will also be available for 
the cost of constructing solar drying facilities used 
in the fishery and agricultural sectors, according 
to the Bangkok Post.

Currently 90% of solar panels are imported but 
the use of locally produced equipment is being 
encouraged by the director of the Ministry of 
Energy’s Alternative Energy Development and 
Efficiency Department. Tax breaks and 
investment incentives for the scheme are also 
being considered by the Finance Ministry.

Feed-in tariffs of THB6.16 (approx. USD$0.20) 
per kWh for solar farms with a capacity of 
251-1,000kWh, THB6.55 (approx. USD$0.21) 
for projects of 11-250kWh capacity and 
THB6.96 (approx. USD$0.22) for projects of 
1-10kWh have been approved by the National 
Energy Policy Council, states the Bangkok Post.

Following in the footsteps of Japan and the  
EU, the country is offering special rates  
or feed-in tariffs to encourage renewable 
energy investment. The solar energy support 
programme launched in 2007 led to the 
creation of 194 solar power plants with a 
combined capacity of 553MW, according to 
reports by the Bangkok Post. Additionally,  
214 solar projects with a combined capacity of 

1,400MW have been approved and are 
underway. Currently Thailand relies on  
fossil fuels for up to 80% of its energy needs, 
according to Bloomberg, but it aims to  
develop 13,927MWs of renewable energy 
capacity by 2021, which is in line with the 
target of increasing the share of renewables  
in the country’s energy mix to 25% by the  
end of the decade. 

http://www.publications.pwc.com/
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World Bank and others cut back funding 
for new coal-based energy projects
The World Bank has announced that it will 
restrict funding for new coal-based power 
plants. Its new energy strategy is set out in an 
Energy Sector Directions Paper Towards a 
Sustainable Energy Future for All: Directions for 
the World Bank Group’s Energy Sector, which is 
updated every ten years. The paper, which will 
guide the group’s operations in the energy 
sector in the future, aims to expand energy 
access and sustainable energy, according to a 
press release on the group’s website.

The revised paper marks a shift in the World 
Bank’s lending policy in favour of gas-based and 
renewable energy installations. The document 
states that the bank will only offer financial 
support to new coal-based projects “in rare 
circumstances where there are no feasible 
alternatives and other sources of financing are 
absent”. With Kosovo applying for a loan to 
build a 600MW lignite coal-based power plant, 
the new policy is likely to be tested very soon. 
According to reports, statements made by the 
World Bank president signal that Kosovo may be 
considered an exception. 

The World Bank’s decision follows the US 
Government’s announcement to tighten 
emissions standards for coal-based plants in the 
country and limit finance for fossil fuel based 
projects abroad. The EU and the UK have also 
followed suit. The European Investment Bank’s 
revised lending criteria state that only the new 
and refurbished coal-based power stations 
emitting less than 550 grams of carbon dioxide 
per kWh are eligible for finance, according to 
reports by Reuters. In the future the bank may 
further tighten the threshold to make sure that 
the lending policy is aligned with EU climate 
policy, adds the report. In early August the UK’s 
Department of Energy and Climate Change 
announced that from 2 September 2013 
investment in efficient coal-fired power plants 
under the United Nation’s Clean Development 
Mechanism (CDM) will not be endorsed. 

While holding back funding for coal-fired 
plants, the new Energy Sector Directions Paper 
proposes increased finance for hydroelectric 
dams. This marks a reversal of the decision 
taken under pressure from aid groups in the 
1990s to abandon hydropower projects to 
prevent the displacement of local populations, 
Point Carbon reported. 

According to reports, the change in the World 
Bank’s lending policy is unlikely to have any 
immediate impact as coal-fired projects will 
continue to be financed by the private sector 
and bilateral donors. But it signifies that major 
lenders are taking steps away from coal towards 
greener energy sources. 

What this means for you
Karen D Dawson – Director, PwC UK – comments – 
“There are exceptional circumstances in Kosovo due to 
its challenging economic environment, significant 
security of supply concerns, poor environmental 
condition of existing power plant and the lack of 
alternative fuel sources. I’d also expect the World Bank 
to take into account other in-country initiatives 
designed to mitigate the environmental impact of the 
brown-coal plant. Western independent power 
producers have already refocused their investment 
priorities on lower carbon opportunities but the Bank’s 
decision is likely to make investment in developing 
countries more challenging or to increase the 
importance of Asian investors in such markets.”

http://www.publications.pwc.com/
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CDP Global 500 Climate Change Report 
2013 – What’s driving climate change 
action in the world’s largest companies?
The biggest corporate emitters in the world are 
not doing enough to reduce their emissions 
according to the CDP Global 500 report published 
in September. 

The report, co-written by CDP and PwC, 
provides the most authoritative evaluation of 
corporate progress on climate change. It 
assesses how ten sectors are addressing the 
challenges of climate change. It looks at how 
growing markets for products and services are 
affecting companies’ responses to climate 
change and outlines trends seen in companies 
which are reporting barriers to actions.

This year, over 400 of the Global 500 companies 
responded to the CDP questionnaire. Their 
responses provide valuable insight into how the 
world’s largest companies are operating and 
driving action on emissions and climate change.

The main findings of the report are:

• Corporate emissions are still closely 
linked to growth 
Total direct and indirect (scope 1 and scope 
2) emissions haven’t changed significantly 
in the past five years. In fact, the 50 largest 
emitters have increased their emissions 
since 2009.

• Companies are yet to report emissions 
from the most relevant parts of their 
value chains 
Current reporting of indirect value chain 
(scope 3) emissions doesn’t reveal the full 
impact of a company’s value chain. This 
suggests that current scope 3 reporting 
doesn’t reflect the full impact of companies’ 
activities, and may mislead as to the full 
carbon impact of a company.

• Money talks: financial incentives are 
driving emissions reductions 
Monetary rewards for employees, 
particularly at board level, are powerful 
catalysts of climate action. 85% of 
companies that provide monetary 
incentives to the board, executive team or 
all employees, report emissions reductions 
in the past year.

What this means for you
Malcolm Preston – Partner, global lead, sustainability and 
climate change, PwC UK – comments – “The report 
underlines how customers, suppliers, employees, 
governments and society in general are becoming more 
demanding of business. It raises questions for some 
organisations about whether they’re focused on sustaining 
growth in the long term, or just doing enough to recover 
growth until the next issue arises.”

https://www.cdproject.net/en-US/Pages/HomePage.aspx
http://www.pwc.com/cdp
http://www.publications.pwc.com/
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Contact us

www.pwc.com/globalgreenpolicyinsights

PwC helps organisations and individuals create the value they’re looking for. We’re a network of firms in 158 countries with more than 180,000 people who are committed to delivering 
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this publication without obtaining specific professional advice. No representation or warranty (express or implied) is given as to the accuracy or completeness of the information 
contained in this publication, and, to the extent permitted by law, PwC does do not accept or assume any liability, responsibility or duty of care for any consequences of you or anyone 
else acting, or refraining to act, in reliance on the information contained in this publication or for any decision based on it. 

© 2013 PwC. All rights reserved. PwC refers to the PwC network and/or one or more of its member firms, each of which is a separate legal entity. Please see www.pwc.com/structure 
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