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Environmental Tax Concepts and Policy Design
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Environmental Tax
Concepts

* Environmental taxes:
collected from entities/firms
proven to pollute/cause
environmental damage;
objective is to protect the
environment protection and
save resources.

* Broad understanding:
environmental taxes or fees,
collected by authorized
agencies, are based on the
principle ”polluter pays.”
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Policy Instruments for Pollution Control
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1. Direct regulation: setting pollutant
emission standards or environment
quality guidelines, enforced by
legislation.

2. Economic policies:
=Taxes and charges on pollution
Tradable permits

=Subsidies for energy saving and
renewable energy use

3. Voluntary action:

=Agreements about environment
between enterprises and
government (such as energy
saving)

-Green power purchases 4
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Environmental Policy Packages
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Economic tools are rarely used alone.
Environmental taxes usually-are mixed
with subsidies, emissions trading, and
voluntary agreements.

Environmental policies always include:

1. Environmental taxes and
regulations: the aim of regulatory reform
is not to eliminate regulation but to
enhance the effectiveness of governmental
intervention.

2. Environmental taxes and
voluntary approaches: voluntary
approaches are environmental protection
agreements between companies and
governments. OECD enterprises
welcome voluntary approaches.
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Environmental Policy Packages'(cont.)
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3. Taxes and tradable permits: in
theory, they can be complementary
instruments in both domestic and
international policy.

4. Taxes and subsidies: some
countries like Germany and Finland
subsidize power generation from
renewable sources. Investments to
increase energy efficiency are also
subsidized.
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Options for the Use of
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Environmental Tax Revenue

Environmental tax revenue uses:

1. Earmarked: contribute to a specific
budgetary item, go into a special
environmental fund, or fund other
environmental protection expenditures.

2. Alleviate budget deficit, reduce
interest, or decrease future tax burdens.

3. Contribute to public expenditures
and promote present (and future
generations’) welfare.

4. FH BAYR /D BRI 14 EC A B (4B 4. Reduce or eliminate other distorted

MBEEBL. A FTERL. HYBIEE) taxes (such as labor tax, company
UJ&@JX@I%’J MR N " revenue tax, goods tax), yielding

‘double dividends.”
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Effects of Environmental Taxes
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Environmental taxes have primarily
environmental and economic
impacts.

Economic impact:
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pollution.

1. Incentives: the difference between tax
rates and marginal pollution-abatement
costs can motivate taxpayers to become
more environmentally aware and conserve
scarce resources or reduce pollution.

2. Employment: revenues can be used

2. AR AEMCRIERIARD I ARG  to offset labor tax decrease (e.g.,
W BhE ATz (Xt {EER)  employer’s social insurance payments)
& HAReA IR, BRI K and spur employment opportunities.
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Both employment and environmental
benefits may be realized, i.e. “double
dividends.”
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i Effects of Environmental Taxes (cont.)
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3. Inflation: environmental taxes
can lead to inflation. However, a
neutral tax shift may be offset by the
increased prices brought by
environmental taxes:

4. Income distribution: if
environmental taxes are widely levied
on goods, there may be income
regression. This will impact low income
families more than high income families.

5. Competitiveness: Environmental
taxes have price and non-price
influences on trade, particularly
influencing some industries’
international competitiveness.
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1. Tax-bases, rates, and differential
rates: if tax-bases are not designed
properly, expected changes may not happen.
Tax-rates and differentials have a major
influence on substitute products or actions.

2. Policy packages and time:
environmental taxes are always
accompanied by other economic
instruments . The entire design of policy
packages will affect the environmental
effects of taxes. Also, the taxes will need
time to bring about their intended results.
3. Tax rebates and exemptions:
rebates and exemptions directly decrease
the abatement effects and weaken the
incentive for innovation.
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| Use of Environmental Taxes in Some OECD Countries
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Energy Taxes Levels in Selected Countries

Country Tax Level Fuels or Emissions
Ex B Taxed@Bi BBl AIHTRY
Austria ¥ KF|IE €0.21 to 1.42/kg Light oil %
Czech Republic #%. |CZK 472/tonne Light oil
Denmarkf+# € 6.8/Gigajoule Carbon dioxide —& b3k
Finland 2= € 16.54 to Carbon B

56.80/tonne
France ¥:H € 42.52 to 80.54/kl | Heavy and light oil

(TIPP)

EmAE

Netherlands #f2

€ 0.0639/kWh

Elec.; renewables partly
exempt BJ], s

Germany &[E € 0.06125/litre oil, | Fossil fuels, electricity
gas € 0.55/kWh B REL,
Hungary € 16/tonne oil and Fossil fuels, electricity

25% VAT

WAERE, W i
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Energy Taxes Levels in Selected Countries (Cont.)

Italy FKF Coal: ITL 5.084/ton, | Carbon dioxide
Oil: 1TL1.286/ton =R
Luxembourg /= #x & € 18.59/kl Light oil %23
New Zealand Hifg= NZ$15 /ton Carbon dioxide
beginning in 2007 TEAR
Norway gk NOK 104/tonne Carbon dioxide
i
Spain € 0.029/kWh Elec.; renewables partly
P Vi exempt B (FF5 I A5
B
Sweden it 36.5 6re/kg emitted | Carbon dioxide —# 8

Switzerland ¥5+:

Varies; CHF
210/tonne maximum

Carbon dioxide

st #1273

United Kingdom ¥H

£0.43/kWh (elec.);

Business use of electricity,

natural gas, coal, oil
products FAHT. RBK.
B AR

£0.15/kWh (gas);
£1.17/kg (coal)
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Impact of Foreign Environmental Taxes
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1. Energy/fuel taxes: the UK’s road
fuel tax created incentive for fuel economy.
Result: average fuel efficiency of trucks
over 33 tons increased by 13%b between
1993 and 1998.

2. Vehicle taxes: vehicle purchase and
registration taxes account for half of the
environmental taxes in OECD/EU. These
taxes reduce private car ownership and use.
German vehicle circulation tax rates are
determined by emission rates; passenger
cars classified as low-pollutant or low-fuel
consumption are subject to reduced tax
rates. From July 1997 to January 2000, the
number of high-emission vehicles dropped
from 6.9 million to 3 million cars. In the

690 I/ 2300 54, F#, same period the number of EURO-11, 111, 1V
EHRC, . HRENER ot e ooz

6207 5 23160077
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Impact of Foreign Environmental Taxes (cont.)
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0. 41kgNOx/MWhEAK 2 19964 AERL 5 1Y
0. 26kg/MWH.

3. Carbon taxes: In Sweden, CO,-emissions
from district heating and the industrial and
buildings sectors were about 8 million tons (19%b6)
lower in 1994 than in 1987; 60% of the emission
reduction was the result of CO, taxation.
Norwegian CO, tax introduced in 1991 reduced
CO, emissions at stationary combustion plants by
21% by 1995. The Danish energy policy package
introduced in 1995 is expected to slash CO,
emissions by 3:8% by 2005, of which 2% is
attributable to taxes.

4. S0, and NOy taxation: A sulphurtax
was introduced in'Sweden in 1991. Taxes on
sulphur are estimated to have accounted for 30%
of the total reduction in sulphur emissions (19,000
tonnes of SO,, from 1989 to 1995.

The Swedish NO, charge is on measured emissions
from large combustion plants and revenues from
the charge are fully refunded to polluters in
proportion to their share of net energy output.
Average NO, emissions (not only in those plants
that are taxed) have fallen from 0.41 kg/MWh of
energy generated in 1992, the year the tax was

introduced, to 0.26 kg/MWh in 1996. 15
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Summary of Foreign Environmental Tax Practices
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= Environmental taxes are frequently used.
Almost all OECD countries have introduced
environmental taxes, and the revenue
accounts for 2% of GDP on average, 6.71%b of
EU countries’ fiscal revenue.

= Combining environmental taxes and tax
shifts maintain a certain level of taxation.
Rebates and exemptions can be given to
specific sectors, industries, and groups.

= Environmental taxes and charges are always
mixed with regulatory and other economic
policy instruments (e.g., public benefits funds,
renewable electricity price subsidies) in
practice.

= Many countries have set up environmental
tax reform commissions or inter-ministerial
working groups to promote environmental

taxation reform. 16
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China’s Current Energy-related Environmental Taxes and Fees
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2. HEV5 BRAEWCERN - 2. Codes regulating the
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S n 2003, “Regulations on Pollutant
WA EEEGD , EXEEE. Charge Levy %nd Use” was issued by

D!j‘ﬂil‘;‘ﬂl\ %{%Eﬁlﬁﬁ @%{%ﬁ the S%ate Council, and “Regulations

on Pollutant Charge Standard’ was

REREHIRT (HEs BIERRHE {:ointly_enacted by the State Plannin

4 — ommittee, Ministry of Finance, State
B‘J%ﬁj}&» ’ ﬁﬁkm%ﬁ@@l&\ E?vtiroEnment Proted():/_triondBléreau atr%d
5 ate Economy an rade Committee.
B FE S ImRE . These re ulations normajized and
improved the pollutant charge
system. 17
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China’s Current Energy-related Environmental Taxes and Fees (cont.)

3. WIRIRIP HEEAR: 3. Acts on resources protection:

W PEEBEE) e, EFRITRY “Mine resources protection act”
WA REBESE, TRV =8%E, ©b pr_escribes that those exploiting
ﬁﬁﬂﬁﬂ%ﬁ%w#ﬁ%*}‘%%u mine resources should pay

compensatory fees.

4. ML EBLF 4. Motor vehicle taxes and

MR, MR, X8, R charges:

Bl EFEER, EAMEHAEBL | The vehicle consumption tax, added-

BIERKTR, value tax, tariff, purchase 'and
vehicle use tax, vessel tax, vehicle
license, tag tax, and test new vehicle
charges have been implemented.

18
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“Regulations”
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WP 2 OB M AN LRSS ER R
LI, T E VG QeURpTiG . IRk
V5P R FH A T2k
ZIN YN FH LU [ 55 198 IR (K975 e i
WiH .

19824 (F3%k) 52003%FE (&BIY ELE

Comparison of 1982 “Measures” with 2003 *“Regulations”

pollutant emissions™

“Temporal measures on charges on

“Regulation on Pollutant
Charge Levy and Use”

Charges Concentration charge Gross charge

policy Single factor charge multi-factors charge
Charge for exceeding standard Charged from zero

Standard Rather low. The charge is lower The charges are higher
than actual environmental loss than cost of producing
and operation expenditures of pollution.
producing pollution.

Object Emission pollutant entity Polluter

Use of revenue

Free appropriate funds and loans.
80% of revenues from charges
refunded to enterprises, 20% used
in environment protection sectors.

Revenue goes to
Environment Protection
Fund managed by
national fiscal budget,
used for regional
pollution reduction,
R&D, and
demonstration

10
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Deficiencies in Existing Environmental Taxes and Fees
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1. Existing environmental tax and charge
levels are lower than the costs of
pollution abatement and do not include
externalities. For example, internalized
cost of coal fired power plants is 0.0096
yuan/kWh, while environmental cost
0.0938yuan/kwh.

2. Taxes and charges do not create
enough incentive to change production
and consumption patterns.

3. Revenues from taxes and charges are

not channeled into energy efficiency and
renewable energy development.

4. Implementation of tax and charges
policies is disjointed.

21
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Feed-in Tariff: Coal vs. Renewables (yuan/kWh)

w coal fired Wind ~ © Biogas from
s Power Plant g5 Farm ‘,{__‘Tiilndustry effluents
J- 600MW |~ 20MW 4.1mw

No environment taxes or ~ 0.34516 0.68393 0.40030
charges IR
Under current pollution 0.35456 0.68393 0.40030
levy HRivEHKKF
Internalization of 0.46428 0.68393 0.40030

eirohment vallles

22
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,J_ Feed-in Tariff vs. Fuel Tax Rate

Yuan/KWh
0.365
0.360
0.355 ./I/.
0.350
0.345
0. 340
2h 4% 6% 8% 10% 12%
Wk 2 /Fuel Tax Rate

23

Competitiveness of Energy Saving Power Plants

$ TREFR MRS A

D14 RV RIS
Quasi Critical Super Critical
Power Plant Power Plant
(yuan/kWh) (yuan/kWh)

No environment 0.2044 0.2230

taxes or charges

FoERBEBLL

Under current 0.2306 0.2354

polllfcHely

I‘nteér;‘zali\v%gtion of 10.5408 0.5109

ehvironment values

BEVRBL N 31.5 TU/MERY, PIERAEIAIA0.2635 JT/ kwh

The feed-in tariff is the same for the two plants when raising an energy tax of 31.5 yuan/ton 24




INEH RN TIREA Al B BEIR 2 R AVIEH

The Role of Environmental Levy Policy.

1. Existing environmental levy policy

L. DT RIS B br e S gefnay  cannot create enough incentive for

b 3 energy saving and renewable energy
Fi AR RER H031H 5k W)« K
2. REHE W SR HESLIIFREME 2. Internalizing environmental costs by
HINEHNESEZRETTRMA H4  raising the pollution charge rate can
BeVE R BT B T ES 5. increase the competitiveness of energy

saving and renewable power projects

3. IR B th & BER T AR
T HARER BN A KTHE RS ). 3. Introducing an energy tax can also

increase the competitiveness of energy
saving-‘and renewable power projects
> > b B 4
4. ﬁzﬁﬁﬂﬁﬁ‘bﬂﬂﬁﬁazﬁ‘ﬁ 4. Integrate environmental levy policy
FE, TR EEREEBUN I AD L B B with other policies promoting energy
K MR mEMFA. saving and renewable energy

development. o5

M. {RFHTEEFA A B4 BE iR & R 2R EL
FRE P Policy Recommendations

1LHE - F AR ERBIMWSE 1. Formulate guiding principles for
FRKfe S EAMEN], ffiz environmental levy policy reform.
AR By gy, This will decrease pollution, protect
- S gy . the environment, save energy, and
g%&%égg;ﬁ@ggﬁi develop renewable energy resources.
Al o

2. Formulate a complete
2505 MR, HE5FH&MEFEE environmental tax and charge policy
ZTERIES, Bk Es: framework by integrating different
HHIREHRBARELE, economic policy instrumen_ts,
< VB 2 TR R BRI A AR pro_m;)tlngdat";resoutrc_e sz\lnng”
\ \ R society an e sustainable
HLmE S, (TR, 35T, development of the economy,

oy 3 5
BRI B YA AT RP SRR environment, and energy system.

26
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M. {EFTEeFAA] B4 BeilR A& RE RO F 2R B
FE Y Policy Recommendations

PR G o AR iy - b o Rk
A S At )

ﬂ*ﬁ% S %ﬁﬁ% B %'J?E&E‘Jfﬁ regulatory policy tools to ensure the effect of

A, DMRERSFFEEBUR LN economic incentive policies.

.

4. B EBI RN TFEBGES A 4. Il_n_tegra_tehen\llironmenta_l tax and charge
A AT s A policies with voluntary actions, encouraging

%gi%ﬂg?g%g%g%%@ and improving the public’s and enterprises’
':Fa" & —'h \ AIRZ environment awareness and forming a “protect

5%1}:{, Eé?i’%’%ﬁiﬁyh%ﬁ\ environment, save resource” atmosphere in

PLABREREWE iR Chinese society as a whole.

S R R e, ko LY, bl rrs ot

S ™ i Y ,ﬁ% '] T
H{%ﬁﬁﬁi’ FELASE A B coordinated policy system, and forming a
?%1'%\ /fﬂ'ﬁi?\» %EEE&H?E}IEP\ “resource saving and environment protection”
VEARE. TiHRE. ARS 5K law system and market mechanisms. The

ﬂﬁg@ﬁ%\ %?%ﬁﬂ@&ﬂ&%% government should guide; law, safeguard;

market, drive; and public, participate.
RATZHLIH

Environmental Policy System to Promote Environmental Technological
Innovation and Use

12 BERFIH OV FTFE G RO R R

Policy and regulation M . Applicable
leasures Valid range L
framework Technologies
Laws and regulations
Envir standards and pollutant Techno_logles of treating the
" . three kinds of wastes
Direct permit system
- Pollution - —
regulatory [ || Environmental performance standards and treatment Environmental remediation
h energy consumption quotas of products technologies
approac - -
Market penetration and market quotas Technologies of protecting
ecosystem
system
Supervision and audit system
Desulfurization and
r—{_Charges on pollutant emission Public denitration techonology
_{ Energy taxes. carbon taxes and electricity begefll funds Production Water Recycling
surcharge and, process 1 technology
. . — Environment control
Market- Financial subsidies fund Pollutant control and
based 1| Tax rebates and exemptions and financing treatment technology
approach discount
Governmental procurements
{_Protection in price Energy conservation
Developing technolog
Voluntary  agreements . betwe_en I_he environment || [Renewable energy
government or other agencies and industries ally—sound technolog
Voluntary ific enterprises N
actions —_Voluntary purchase of consumers technologies waste residue
resource technology

Green publication

14



Environmental Policy System to Promote Environmental Technological

Innovation and Use
1B GE IR FIE BY R ANE [H R R F
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e
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M. {EFETEeFAA] B4 BeiR A& RE RO Fi 2R EL
FE Y Policy Recommendations

> N 6. Utilize environment taxes to
6. %ﬁ*ﬂmﬁ%ﬁ%ﬁ@ﬁ promote energy savings and
ﬁ%’ ﬁﬁ—lj ﬁbﬂ]m‘ﬁi technological innovation in the
BRVREATIR I AR H, LA renewable energy field, save
ﬁﬂ(lﬁﬁﬁlﬁ{ﬁ{)ﬁﬂﬁyﬂ%ﬂ resources, and protect the

environment.
IR
. . 7. In line with environmental tax
1. u%%ﬁﬁﬁl%ﬁ@ policies, establish market
M), BB RE A AT mechanisms promoting large scale

MR L




Mechanism to Promote Energy Conservation and
Renewable Energy Development

e = 2\ A

TIBe

FAR] B BEIR & RR A EE ALl

Mechnism

TZHH

Social demand

ALK

Energy saving and
renewable energy
enterprises

WRERIT AR
#457

Input and
Participation

Technical research and
development institute and
service Organizations

BARBRA RS AL

31

et T 5E

AT BEERERA R ER

FE Y Policy Recommendations

4

8 M B O R e
Kz Hhr 5 m s :

SRS S, W

N 57
W%&Iﬁjaﬁiﬁ%}iﬁ’ active promotion, and
NWTERFHIRAL  steady implementation.

tax reform, through short-
term realizable measures,

32
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International Best Practices in
Environmental Levy Policy

Presentation at the Energy Foundation’s
International Forum on Tax and Fiscal Policies to Promote
Clean Energy Development

Lynn Price

REIRHTED IMRAEIREIALL
SieE-ARfERREE

Energy Analysis Department
Environmental Energy Technologies Division
Lawrence Berkeley National Laboratory
Jest
20054E11H17H
Beijing
17 November 2005 HeM-ERHERRRE

MER: EX
Environmental Levy: Definition

© RO MIMERIRERNG, 35 5REERIRLR
Ex%ﬁ o
» Atax, fee, or charge imposed on a source of

pollution for the purpose of reducing negative
Impacts on the environment.

Gier-ARfERERE=E
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Environmental Levy: Applications

B8 1 S R R 47 AL 7E T AT BN Y 2%
Fee or charge for violation of environmental
regulations

PH

Tax, fee, or charge on
sources of pollution

Gier-ARfERERE=E

B 3E [ FME R 4P HLRE T W B RS B8

Fees for Violation of Environmental Regulations

. FIEALS
- RIS RERTR KN AAER, AR EES A
NS th— 2B AL FBIBR 2.
- RELS
— AT AT B SR
- AZEEWELSERTHE

e Criminal

— Criminal penalties require lengthy judicial proceedings to
prove criminal intent or negligence on the part of individuals or
corporations

 Civil
— Can be applied through judicial or administrative proceedings

— Only necessary to show that a violation of regulations has
occurred

Gier-ARfERERE=E
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Fees for Violation of Environmental Regulations

o —HRSRIEITEMHME W ERRBITE
- BESHERAENNEHARS KR
o ATLUREEMRERBITHERI IS AERR AR EAE, B!
- EMRERRE
- BRBEAMETA
- EEEMITEE
- EEEITAMERIL AR ERM

» Typically fees are set per day in which an emitter is in violation
« Often there is a maximum fine per violation

* Fees can be adjusted by administrative and judicial authorities
based on considerations including:
— seriousness of offence
— intent of violator
— ability to pay of the violator
— benefit to community of violator’s activities

Gier-ARfERERE=E

ZH oM EEH (ZRFFER) HXEH
Examples:U.S. Clean Air Act Cases

o {RF)iEHTIN B 51228 (Dynergy) B3R KR
EH[ER (ERERER) MBS
900 FETHRETIN, MERKIEREM
B 5 IZETTHIFTRIEFNEE, FXH
1500 £t FEIMIIMETE .

+ Clean Air Act violations at coal-fired [
power plants owned by lllinois Power -
(Dynergy) resulted in a $9 million civil L'
penalty plus a commitment to install $500 [ ST H
million of new pollution control equipment g . |

and spend $15 million for supplemental
environmental projects.

Gier-ARfERERE=E




ZH oM EEH (ZRFFER) HXEH
Examples:U.S. Clean Air Act Cases

 Boise Cascade X {77 435
AETHREN M, FRKIEE
HIREWRAMER TN
1800 A ETH TR EH L
M RiTRITHIEE.

» Boise Cascade paid $4.35
million in civil penalties and
committed to install state-of-
the-art air pollution control
equipment in its plywood and
particle board plants at a cost
of $18 million.

Gier-ARfERERE=E

ZH oM EEH (ZRFFER) HXEH
Examples:U.S. Clean Air Act Cases

o RIEAML T (ConocoPhillips) 32
T 450 AETHRETIR, F
BANB2 (ZETTHTRESHN
EHNE LU BB R E R
5%, FIFTERIERE 1000 7
EXATEHFIIIIMETR.

» ConocoPhillips paid a $4.5 million civil penalty, spent $525 to
install innovative control technologies to reduce emissions at its
petroleum refineries, and commited to spend more than $10
million on supplemental environmental projects.

Gier-ARfERERE=E
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U.S. Environmental Levies
tH
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o
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— B RFTAHERIE SR AR
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Negotiated or court-ordered settlements can be many times

higher than maximum fines outlined in regulations.

Penalties can be up to one billion dollars, plus include
commitments to:

— invest in new emissions control technology
— publicize effluent monitoring data
— undertake supplemental environmental projects

Gier-ARfERERE=E

IR B
Supplemental Environmental Projects

AP =
FEEWEIHE ¢ Public Health S\ P
I i « Environmental Restoration ﬁl p
e AT

GR SRR ] * Renewable Energy and Energy

WE SRR Efficiency

¢ Audit and Assessment
« Compliance Promotion
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Environmental Levy: Applications

B8 1 S R R 47 AL 7E T AT BN Y 2%
Fee or charge for violation of environmental
regulations

PH

Tax, fee, or charge on
sources of pollution

REVREN 5 REIRHEXHY CO. Bt
Energy or Energy-Related CO; Taxes

EA—F A FREREERIERIE CO, HEMBIBUR, ERWAESR
EMRERSER N £

BM 20 th4g 90 FRLIK, ZHMMERMAIERE LB

12 MR ER B REIRTE SREIREXRREY (COp) . BithF).
ERHAME. £, ZEOREIE., F=. ZE. #E. BEXH.
= BN, IRERFNRE

As a policy to reduce energy consumption or associated CO,
emissions, taxes are applied to specific fuels or electricity

Common in Europe since the early 1990s

12 European countries have energy or energy-related CO, taxes:
Austria, Czech Republic, Denmark, Estonia, Finland, France, Germany,
Italy, Netherlands, Norway, Sweden, and the United Kingdom

Gier-ARfERERE=E




Energy or Energy-Related CO2 Taxes
12 Countries

RERRE | LT (COy) Fi: %

Energy or CO2 Taxes: Advantages

* ﬁ?@fﬁﬂ@'@%ﬁﬁ%ﬁ@ﬁ » Broad category of
R MEAERL ERIL  envronmentalor green
M T HMBORFB, FHA theoretically superior to other
CAMEIRIE A 3B 4L R0 olicy instruments because

v g hey Internalize the
Yﬁ %Hf/%@ﬂéo env¥ro_nmenta_1l costs

A7 F T Bt R = associated with consumption
° N2 X HH

« Aims to reduce demand for
the product taxed

o MIMBIBIN AT FISkIHEE T ML ¢ Raises revenues, which can
K TERARA BIW53  Gindusty (such aslabor.
A oL e M
BIBLRC T B ST B * Reduces pollution and

L BRI AREE O
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Energy or CO; Taxes: Disadvantages

o RATREP A TUHAEIK)
AR, BlinfErts
RIS R = (n
THKEE) BRELETF
K DA, AR
BRI

o L RS RAAH S R
Eﬁ?ﬁﬁ%%ﬁ$%

« AR BRI Xt
, [N, BORRHIES
EABIESRT

¢ Possible undesirable effects
such as disproportional
impact on certain sectors of
society (e.g. poor
households) or on the
competitiveness of industrial
sectors

¢ Controlling and sanctioning
related to taxes can be
expensive for governments

e Can result in strong
opposition and enactment
can become mired in
political debate

N BE - —SiR
Bl B Denmark — Carbon Dioxide Tax

o AET 1992 FIA—FUKER, SESMRSEREEFITES
S Z S (L BRHERER L By R
« 19964, FEIZHHIFITTIHE,
BT A E R AR AR
— AT BYFE SR B & LRk 0.40 BX T
— RN FR . BT S 4Rk 3.40 BT

FLEMAN BB BIsERE &

* Introduced a CO, tax in 1992 with the goal of encouraging energy
efficiency and switching towards fuels with less CO; content

* In 1996, designed the program so that energy-intensive industries
that entered into voluntary agreements paid a lower tax:

— Tax with agreement: €0.40 per ton CO;
— Tax without agreement: €3.40 per ton CO;
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Bl B Denmark — Carbon Dioxide Tax

o EAXRR, ENMTURIIRE:
— BT iZRYREIR R 1T
- XAMAEWMENTIRERIRFIFETE, XL ARFHEHE A= UEA
A ER
- XGRS R RER E R IT X
o BUHEIGIE I PEAR ST 3 /1 A RO ROk IR W B UL, FFHsk
30% Z 50% 2 ZEA TiREEIRENE.
* In exchange, industries commit to:
— undergo an extensive energy audit

— implement all energy-saving technologies and measures
identified that have a 4-year or shorter simple payback period

— implement a comprehensive energy management plan

+ Government also “recycles” revenues through reductions in labor
market contributions and grants of 30% to 50% for energy
efficiency investments

Gier-ARfERERE=E

[ [ BE - —ghmhi
B B Denmark — Carbon Dioxide Tax

. 7£ 1996 2 2001 4 #ij5, °© Between 1996 and 2001,
X494 300 RAFMAT  approximately 300
BRI, XEELNFHYEE companies entered into
BEERSAETLAKE e voluntary |
28 60%. agreements, representing

60% of total industrial
energy consumption in
Denmark

HRIARHERERE
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B B Denmark — Carbon Dioxide Tax

IS SR B AR«
- BERMEAERERAESMMENR
- EREWEMERGEREIE
- =7, BHUHIRERIEFESEMFEIRT 2% E 4% - MigEH
WER R BEHIELL, FTREREBHL 1%.
o ZEWUBRBAMY: BRRERENRE, FEESHFIHRESH

» Results of the agreements:
— investments in energy-efficiency were given higher priority
— companies take energy management more seriously

— a reduction in energy consumption of 2% to 4% of total energy
consumption per agreement after three years - exceeding
business-as-usual by about 1% per year

» Results of the CO, tax: stable energy consumption and shift away
from carbon-intensive fuels

Gier-ARfERERE=E

B B pcnmark: Energy Consumption by Fuel
B B 1 BRI AE

PJ
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N L7 KE - SIETUH
Z| |\ UK — Climate Change Levy

o 200148\ « Introduced in 2001
o BN T KZ4110-15% KR * Adds about 10-15% to fuel

¥ bills
ﬂ%}iﬁ ey P * “Revenue neutral” — receipts
o “Bilg - BET R recycled to business

Rk A » Energy tax applied to industry,
o BRVEBLEAET. Bk, commerce, agriculture, and the
RMRTA L] public sector

Does not apply to domestic

s RNHFREHHHEMEK ) customers or charities
EH

&‘IV/A RE - SIETUH
| UK — Climate Change Levy

o SIERELH:
BRI — FALMRAEYL 7 BRTT
RAS B SRR 13 BRT
MBS FLRIEY 14 BT
o FESRTAMLFFEBIBEE BiRag b AT > 3249 80% RIF -

* Climate Change Levy:
€7 per ton CO;, for coal
€13 per ton CO; for natural gas
€14 per ton CO;, for electricity

* Levy reduced 80% for enterprises that enter into Climate
Change Agreements and meet their negotiated targets




NI LZ EE - SETEH
S UK — Climate Change Levy

k:lz
\

o BUR [l 3R 5 RE VR B 1K
THRAME R B RG
RS, I
HERARKAIH R BR
BE RSB

o Ak ar LHE B BLETF
T RE A (B
gﬁiﬂ%)w%m&

» Government provides
information, advice, low cost
loans for energy efficiency
projects, and venture capital
for investments in early-
stage carbon reduction
technologies

» Business can claim 100%
tax allowances on their
capital spending on energy
saving equipment (specified
in a government list) against
their taxable profits

NI LZ EE - SETEH
S UK — Climate Change Levy

k:lz
\

o TEE A EIrHr B
(2001 & 2002 £F), 47
WOBRHER 4.3MtC, #H
H#r 3 5.

o LB AN BIH B
(2003 & 2004 4E), 47k
BT B HEEBAMLC,
8 H B AME R P

 During the first target

period (2001-2002),
Industry achieved
reduction of 4.3MtC
against estimated
baselines, three times
above the target

» During the second target

period (2003-2004),
Industry realized total
reductions of 4 MtC,
more than double the
target
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Best Practices in Environmental Levy Policy

. B NES T R
SR LR
- RAERAMESEEH
BRI, HEA0R A A
R & A
- ERSEMTRE

* Revenues from levies are
used to promote
environmental or energy
efficiency improvements

— Tax rebates or incentives
for investments in energy

efficient equipment

. et A T 4 A — Information and
+ EUBETIEE B AR Ag il A assistance programs
=

B
ZRFMAMEBURH M E

* Levy rebates or reductions
for industries that meet
negotiated energy efficiency
targets

!
Thank Youl!

HRMEZAFE, EKR:
For further information, contact:
Lynn Price
Scientist
(R
IS BB R 3 B 41
FAC AT S ) B SR S 5
International Energy Studies Group
Energy Analysis Department
Environmental Energy Technologies Division
Lawrence Berkeley National Laboratory
LKPrice@Ibl.gov
1-510-486-6519
http://ies.Ibl.gov/ieua/ieua.html
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Emissions Levy Implementation in China

il 7

By LU Xinyuan
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China’s Pollution Charges Policies

The development and
function of China’s pollution
charges policies

Reforming China’s
pollution charges
policies

Pollution charges will both
promote energy savings and
reduce pollution

BEFERP ERHFIRBERR
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The development and function of China’s pollution charges policies

(1) A basic part of environmental
management in China

(2) An important economic policy
preventing and controlling
pollution.

Over the past 20 years, the pollution
charges system has encouraged
enterprises and institutions to

(1) strengthen management,
(2) integrate resource use,
(3) treat pollution, and

(4) improve their environmental
supervision and management
capacity.

BEFERP ERHFIRBERR

o HeGW IR T V5 9 L
8 7 )

o HeEWCBRBUR AR E A1
gt@%ﬁ%ﬁ%* [ £

P E I HEG S BORFE AR
BEREREF, SHAHRT. T
WHIFRBT 2E64R. URE
H. #H. aE. ZE. 1O
. 37 2 5 B A AN 5Kk
TR SRR, BT IR
ZHMMEY, MART
SAHAR L HIERE .
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The development and function of China’s pollution charges policies

Pollution charges originated
from the “Polluter Pays
Principle”

Developed in China based on
experience in developed countries

Contributed to the development
and reform of pollution
charges policies:

(1) International organizations:
World Bank, ADB,
Organization for Economic
Cooperation and Development

(2) Countries: U.S., Germany,
France, Australia, New Zealand

BEFERP ERHFIRBERR
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The development and function of China’s pollution charges policies

China’s Environmental Protection
Law (Trial Implementation)
(September 1979), Article 18:

“Those discharging pollutants in
excess of the national discharge
standard shall pay a pollutant
charge fee in accordance with
the provisions based on the
guantity and concentration of
discharged pollutants.”

State Council’s “Tentative
Provisions on Pollution Charges”
(July 1982)

BEFERP ERHFIRBERR
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The development and function of China’s pollution charges policies

Theoretical basis of
pollution charges system:

Theory of environmental
resources value

Theory of the externality of
environmental costs

Polluter pays principle

BEFERP ERHFIRBERR
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China’s System of Pollution Charges Policies
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The development and function of China’s pollution charges policies

Impact of China’s pollution
charges system:

€ To encourage enterprises to (1)
strengthen management, (2)
integrate resource use, (3) reduce
energy consumption, and (4)
reduce emissions.

€ Environmental protection funds
are a dependable source of funds
for pollution prevention and
control

€ By 2004, 76.6 billion RMB had
been levied in China; 39.1 billion
RMB had been used for pollution
prevention and control.

BRFREARY AR ERA
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The development and function of China’s pollution charges policies

o EHES W 3R BUSR SR e RYUR -

Impact of China’s pollution charges system

735
w22 74
55.5 58.0

454 491

41.0
34.3 310 37.1
26.8 -
238
H 11 143 161 167 175 21 |:| H H H H
)
§
&

o A D O N N SV ] > o o N el ) N N Yy &
PSS LSS PSS

$

N

1979-2004 o 5 BB R AR (AZ7E )
1979-2004 Total funds received (100,000,000 RMB)
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The development and function of China’s pollution charges policies

14 = fofe s 2 Impact of China’s
iy iflh?flﬂ(%fﬁlﬁiﬁ:ﬁm pollution charges

Pk system

& LETHREEM LR, € Promoted the development of

environmental protection

Z200347H, £EHFIHT B i
X . y July 2003, total cumulative

%ﬁ$ﬁ£k7i%ﬂ‘]*l\ﬁj]‘ﬁéﬁ‘ﬁl funds for environmental

2471255, IMRAZEBNBUE protection had reached 24.7

167 Az billion RMB;
The number of environmental
protection system personnel
reached had 160,000.
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The development and function of China’s pollution charges policies

Impact of China’s
pollution charges
system

€ An important of
environmental enforcement
tool

Pollution charges

(1) assist environmental
protection enforcement;

(2) have become important
and effective environmental
management tool.
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Reforming China'’s pollution charges policies

Although China’s economy continues to
grow rapidly, there are problems:

(1) No fundamental change in extensive
mode of economic growth.

(2) Economic structure somewhat
unsound.

(3) Many enterprises exceed pollution
limits.

To address these problems, China
proposed a policy to control total
pollution amount and reformed the
pollution charge system.

The State Council issued
“Administration Regulations on the
Levying and Use of Pollutant Charges”
on 2 January 2003.

It become effective on 1 July 2003.

BEFERP ERHFIRBERR
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Reforming China’s pollution charges policies

(HHE AL AE R BB MR T LB EESIN
JRI DAFRSEhR R A A 5 BR 0 3T I 5 W SR HE SR 4
R, HOABEEBAE = TJ5H:

“Administration Regulations on the Levying and Use of
Pollutant Charges”:

- delineated a new pollution charges framework
- based on the principle of total pollution control
- established environmental standards as legal limits

uoljoedsu| U0I}08)0id |BIUBWUOIIAUT
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Reforming China’s pollution charges policies

>§§%Tﬁﬁ’?%%ﬁ‘@ »>It made 4 changes to the

%44%% pollution charging system

L 5 *Changed from non-compliance
- AR B 1) R B A 3R fee to %ross charge P
e HE—IREW TR MIKEES RE *Changed from charging based
MEE I ERED solely on concentration to

charging based on
concentration and total quantity

%ﬁ?%{ﬁﬁﬂ%?wﬁ% *Changed from single-factor

charges to multi-factor charges

*Changed from low charge level
b = st 8, to charging in excess of
Bgﬂ%{ﬁﬁ;é&y\;ﬁgﬁfﬁﬁm?/ﬁﬁﬁﬁﬁ treatment costs.
A)
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Reforming China’s pollution charges policies

1% b ¥

» The 2003 pollution charges reform also
strictly separated pollution charges
collection and disbursement.

€ Management system

The environmental protection
department makes out invoices, the
bank receives them, and the finance
department manages the funds.
Pollution charges should be part of the
finance department budget and should
be used entirely for pollution treatment.
4 Fund usage
(1) pollution prevention and control
(2) development, demonstration, and
use of new pollution control
technologies and processes

BEFERP ERHFIRBERR
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Reforming China’s pollution charges policies

1% b ¥

> IMRIMRIIE I E . IEIIEIT N W
M. REER. RUBEATT.

The 2003 pollution charges reform also

(1)Strengthened environmental enforcement,

(2)Standardized enforcement,

(3)Established a strong supervision system, and

(4)Made the government’s administration of
environmental protection more transparent.

BEFERP ERHFIRBERR




7%y Bl -
B E RS R BRI E
Reforming China’s pollution charges policies

Hh B HE S WO BUOR B IS 33K

These pollution charge policy reforms have been successful.

FEE AT B R MRS, 2EHERIDKARIRE LF, 20045
SFEFESHETS $94. 18427T, HH20034EH8K63. 69%, %57 )" BUAF|73. 36 54,
FiTH20054F 4 HALKAE A 2120427 -

Since the 2003 reforms, there has been a great increase in total charges levied:
2004: 9.418 billion RMB levied, increase of 32.85% from 2003.
2005: projected 12 billion RMB will be levied

H1[E 1979-20054FHHG ARG K& H
Total pollution charges levied, 1979-2005
({z.5% 100,000,000 RMB)

34.3
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Reforming China’s pollution charges policies

o B HEE B TR

New characteristics of China’s pollution charges

ECBURIERE ETF. V5K R LB T Re . IR L BIIR =
1. Total pollution charges levied increased

2. Proportion of sewage discharge fee levied decreased

3. Proportion of exhaust gas fee increased

" [, 0.94,
W, 3.8,y g

o 0.5,
PEH, 8.09,
23.90% ik,
21,02, L 49,66
sax

62.10%

O J5/K B P O W O [

757k B P O Wk O [
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Reforming China’s pollution charges policies

1% b ¥

Pollution charges policy reform
needs to go further

® Pollution charges are still
less than pollution treatment
costs

E.g., SO, pollutant charge is
0.63 RMB/kg SO, emitted.
This is too low to yield
significant SO, pollution
reduction.

Policies do not impose pollution
changes on mobile pollution
sources (e.g., motor vehicles).

® The range of pollution
charge usage is limited.
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Pollution charges will both
promote energy savings and reduce pollution

Along with its sustained, rapid
economic development, China
now faces energy shortage
and growing environmental
damage.

From China’s 11t Five-Year
Plan:

“To take resources saving as
the basic country policy, to
develop a circular economy, to
protect the environment ... "
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Pollution charges will both
promote energy savings and reduce pollution

v’ Saving energy and resources

v WYPRYE. BRUE, WDTE and reducing pollution are vital for
i SR S realizing the above-mentioned

ﬁ%ﬁkm%g@miﬁg%mﬁg nationa?goals.

v" Agross pollution charge

7 Ei B EHERE, (d encourages enterprises to reduce
e vy by y oy pollution, discharge and use
BRI REdE, DGR resources and energy more
%ﬁlﬁﬁﬁlo efficiently.

7 ﬁF@%ﬁﬁﬁﬁﬁ rﬂ%‘ﬁéﬁ v'Employing pollution charges tips
e 3 the balance in favor of energy
/’:775@1@?40 savings and pollution reduction.
v IMEERIIAT CABES A o vEnvironmental protection
I‘j*ﬂﬁ%ﬁ%ﬁé\%ﬁ?ﬁ; E%ﬂﬁ departments can work with related
%ﬁikﬁﬁ)f\o government departments and the

Energy Foundation to conduct pilot
policy programs in steel industry.

BEFERP ERHFIRBERR

uolj}oedsu| UoI}99)04d |BJUBWUOIIAUT

7 B

!
Thanks!

uolj}oedsu| UoI}99)04d |BJUBWUOIIAUT
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The Design Framework and Implementation Strategy
for China’s Environmental Taxation Policy

Iﬁ@ Prof. Wang Jinnan

D
Hh [ PR R

Chinese Academy for Environmental

Planning
2005%E11H17H

A Outline
Gl

o o= e Introduction
X e Framework for China’s
o %%ﬁlﬁﬁlﬁﬁ% environmental taxation

) AY » A pO|ICy
o INEEBI T Kkt e Design of the

S Ty . environmental taxation
e Implementation strategy

for the environmental
taxation policy




1.5]= Introduction

<
o XIIRERIUHEUE A mEEMA e Understanding the

o B FRERICEE AT Eg\l/iicr;)nmental taxation
o SIHABBIMBERRE—IIE o Need for the
EE5% environmental taxation

b %E%Eéﬁ?ﬁ%é%ﬁ% 'T'Egcaz/duoustask of
EE G SRR B S e

\ introducing the
R environmental taxation
policy in China
e Based on the findings a
key government research
project

2 N EERLINE SR HEZE Framework of

China’s environmental taxation policy

o ZEERMIFERINIESK e Integrated

o JBIGRIEH R EE
H )

o A LTFRE,
NP BERAAT
e, RN, 5H
A5 2 1 B <5

environmental taxation
policy

Three options for
environmental taxation

Main objective:
stimulate pollution
control

Consider effectiveness,
efficiency, equity,
feasibility, and
coordination with

other taxes
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35 Bt
RITR

T

S

_ESL

BEEIDHETHAH2DN
BESHPRZIHAH2 D

i [

Environmental Tazation

v

Subsidy and tax -type ‘

N

Environmental

scheme

tax rate

l——
—

E nwiro nmental

Integrated environmental protection
subsidy policies

E nvironmental
taxes

Integrated environmental protection

preferential taxation policies




3.INIE M T LW Design of the
environmental taxation policy (1)

|
o MM NIRRT R e Independent

_ —ﬂ&ﬂ:jﬁﬁ environmental taxes
v oy g - General environmental
- BRI
tax
NP o £
— VT B - Direct pollution taxes

- Polluting products

taxes

— IR BB General environmental tax

.|
o HBIA: FLEZLLIERL. e Taxpayer: All units and

WEBBLFEWB (LLTFE individuals who pay VAT,
“« —Mn : A consumption tax, and sales
E%@m‘?:ﬁﬁ%ﬁ%ﬁ" tax (hereafter called “the 3
e - taxes”), including foreign-
B AN FNSH E Al invested and foreign-owned
o TIBUKYE: DANSL =B enterprises
B K+ BLRIE e Basis for tax calculation:
Mk 3 N NIpp— The amount of “the 3 taxes”
¢ M W*/‘Zﬁrumiﬁ - paid will be the basis for
B HI1—4% calculating the tax
o WAEBIME: —BAME e Tax rate: Preliminarily set as
AR 1-4% of “the 3 taxes”

e Provisions for tax reduction
and exemption: None




BB 4% Direct pollution taxes
|

o HILTBBLIRIT
o BENWBBILIT

e Design of the SO, tax

e Design of the NO, tax

“EACTRABB R B vt

Design of the SO, tax
L

MBS HARWTE B 2 HE
SO28IAT A

BN R HIKSO2/
B HEBCE

MEBUKIE: SO SEhrHERE
B SHEH AW E
%g A DA BAEA B IR BT

Object of taxation: SO,
emissions

Taxpayer: All emitters of
SO,

Basis for taxation: Total
amount of SO, emitted
Tax rate: To be set based
on relevant research
Collection: May be
assigned to environmental
supervision department




RAMNIBIBL ] vt
Design of the NO, tax

L
o YWBIA: MRIEAITFHBAIFN o Taxpayer: Coal-fired boiler

M ZEHEH users and motor vehicle
* + TECARSRRNOXH] ° (I;Ve\\lgizrfortaxation' Total
SERRHERCE :

amount of NO, emitted
e Tax rate: SO, tax rate and the

o BiR. SHSO2BIBIRM

199_7\@%%\%%&& FINOxH NO, charge rate suggested by
badlE, BIFEAEMI120070 the Chinese Academy of

o fEW: P DARFEIFBE N ZZERI] Environmental Planning in
e 1997. Tax rate is 1200 RMB/ton

e Collection: May be assigned to
environmental supervision
department

3.5 T %11 Design of the
environmental taxation policy (2)

.|
o B AR =R e Integrating

_ R gnvironmental ta>.(es

~ “ﬁ‘dﬁﬁﬁ Into cur.rent taxation
categorles

- KBEIEARLERL - Consumption tax

= ﬁ’ﬂﬂ*ﬁ?@ﬁﬁ’ - Resource tax

- Water resource
environmental tax

- Other related taxes




HFBL Consumption tax
|

o FHEEIH: (1) FHRIIHE e New tax items: (1) Add a tax on

K. BRTEERBIE, (2

RIS RRIRE TEBLE, AT

ZHIBE, PRERBELRT

?Eﬁﬂi, B R AT R ERBL

o BiFFEE., (1) |EEKRM. %
HERBIBLE, BUCEERIEM
Z&;  (2) XHSEAMRF/NR
MR T ZRES R UEE T
KBS (3) WEmReEsE
TR ENBLE B AL

products that consume excessive
energy or cause serious pollution. (2)
Adopt a differential tax rate for coal
and clean energy consumption
items; add environmental costs to
the coal consumption tax and set a
low differential tax rate for clean
energy.

Tax rate adjustment: (1) Improve fuel
quality; improve vehicle fuel
economy; take environmental costs
into consideration. (2) Treat small
cars differently if they have exhaust
purification devices. (3) Set a low
differential tax rate or exempt taxes
for clean automobiles.

ZRIERL Resource tax

o FEMBIH: (1) WkHN
BLH: (2) HHIBL
H, SERAB AR
(3) BHAEBA, FH
ST RFRIRERL. FAK

RRSMBOEEN 2K
g%ﬁ&*l\%'—ﬁ'ﬁﬁﬁiﬂiéﬂk

New tax items: (1) Freshwater
resources tax. (2) Forest
resources tax; levy taxes on
forest resources felling. (3)
Grassland resources tax; levy
taxes on grassland development
and utilization. Natural grazing is
exempt from taxation.

Tax rate adjustment: Adjust the
resources tax rates for coal, oil,
natural gas, and crude ferrous
metals; include resources rarity
and ecological compensation
and rehabilitation costs into the
tax rate.




IKBE R

Water resource environmental tax
|

MBS 1A FRLRIZETS
J2iB=:0) <
BN BrE R AR Ak
BprAKRAN

PBURIE: DIKEE R
15 R Bk I8

Bk WH B ANKFRII20—
30%

B v AU LA B
Tk, HAEBOK B AR 3R
ERLRARMARG,

Object of taxation: Water as a
raw material and water for

domestic use

e Taxpayer: All enterprises and

units which use water.

Basis for tax calculation: Total
amount of water used

Tax rate: May be temporarily
set as 20-30% of the water fee
Collection: Existing
administrative measures may
be adopted to allow the water
fee collection agency to collect
the tax

3.5 T %11 Design of the
environmental taxation policy (3)

|
o BB TR

- IR B L Nk
- BREIIFWCTR B Y
S

e Integrating

environmental taxes
and charges

- Selection of taxes or
charges

- Perfecting the current
pollution levy system




Key points regarding the
environmental tax rate

%%ﬁ%ﬁ%g)ﬁ scheme:
.|

o ERNEREBIBENIEGES
SR RGN BTN

o IR TAINEERL I K HIF
7, BESERZBIFBEWFENIR
BRGNS H
BURFHI 2 MR

o RBWWFHRF MKW ETIBF
T RERE AIRBEBL, BFETKAE T
gt S ERERT IS

o ERFITHIFRBENCTRHIE, I8k
B FRBEBE TR E IS BLBOR
LA ERIR, NE SR
ERHL EFBLAMODSH

e Therationale is to affect polluters’
production and consumption
behavior through changing pricing

e Environmental charges and
environmental tax will co-exist.
Must consider the impact of
environmental charges and
environmental tax on polluting
enterprises, consumers, and local
governments

e Sewage treatment charge, SO2
emissions charge may be
incorporated into environmental
charge

e Maintaining the current
environmental charge system and
introducing environmental taxes
are the priority. Consideration
should also be given to a carbon
tax, ecological tax, and ODS tax

3.5 T %11 Design of the
environmental taxation policy (4)

o MEEBIASHBUR

- BB SE R S B
SRYGH, Hamehx

- HENEBORN T &
AR

— TS SEBUSCBUR
P

- HHABRAE BT

ARBURZ 18] P ,

e Using tax revenue
- Specify the scope of
environmental expenditures;
set a clear aim.

- Adjust the means and form
of preferential policies.

- Determine the amount of
tax breaks to be given.

- Coordinate with other
preferential taxation
policies; formulate
integrated preferential
taxation policies.




4 SE iR S Implementation strategy (1)

|
o URFRWIEL. 4

SHJEH. KIHEN. SRl
J&3L
BRI AT ERBL R
Wh AR P R B
LZEFEIE: BN
#

READRSG: RIS X
AT BT RO
Mrf)E: ML RFERITT
RERJa L

e Step-by-step approach

FIRST: easy ones, old ones,
and harmonize

THEN: hard ones, new ones,
and establish new rules
Remove subsidies and
preferential taxation policies

detrimental to the environment.

Give comprehensive
consideration to
environmental tax and charge
policies.

Implement integrated
environmental tax schemes to
make existing taxation system
“greener.”

Introduce independent
environmental tax schemes.

4 SE RS Implementation strategy (2)
.

- TR B
- BORBURBL
- IKRIRFE B

e Highlight key areas;
conduct pilots and
demonstration work

- Polluting products tax
- Coal resources tax

- Water resources fee
changed to tax




4 SC %% Implementation strategy (3)
|

o SREHIEANERBLAS H
BUK
- flE B R R BUR Y
ZAFBBEF. LM
FBL
- FMEBRAY AR R
Rt

e Formulate integrated
subsidy and tax expenditure
policies

Economic, social and
environmental impact
should be taken into
account when
preferential tax policies
are formulated.
Subsidy policies should
not be formulated at the
expense of the
environment.

4 SCJ % B Implementation strategy (4)
@

o EENEBINEEBRMMRE

THe

- FAREEIEB, 'F
WBLOFAER

- PSRBT
ilp:iY A

- BOEASTRL AR E B

- INSEF AR T
e, BRBEAFA

e Improve environmental
taxation supplementary
policies and related work

Publicize environmental
taxation to the public
Proper positioning
environmental taxation in
taxation system

Improve collection and
management of the
environmental tax

Strengthen basic work in
environmental taxation

11
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The way to introduce Environmental
Taxes in China is devious,
but the future is luciferous

Please visit
G

ch [ B SR B
http://www.caep.org.cn

L an®
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Energy Tax and Carbon Tax for the Mid- and Long-term

ibges
Hu Xiulian

REVET S PT IR

Energy Research Institute

25 H#r Obijectives

B TP RIEE— N REPEREEY m Develop an economic/energy
model

B F) iR R E 0] AR SRH )4 ™ Using this model, conduct a
BERBIRTT RS R B MBiBUESE4T quantitative cost-benefit analysis
EE R AR R[0T of adopting several potential tax

and fiscal policies
B N B YR BB B 5 v A S 3R promoting sustainable energy
H BRI development in China

B Provide policy recommendations
regarding the design and
implementation of energy-
related tax and fiscal policies




R

B Y RASIRAR R, DUERXT R
TR BB N 28 B UK SE e AR 3
THFHANEE. FEYEIME
AFEIPAC-SGMAE AL h BB Y
SECRER, PARIPAC-AIM / HAK
R PR AR B BLBER AT

20204 AL RV IR R HIA R -
15 R BRI BLRIZBF BUR A HT BT X
KSEHR.

WAL ST S P BT i I OB
SEANS REURA R BB EEs
BERIBLBUR SERR: ol #4RE
VR K SR W BLBUAR R B 52

2¥ Research activities

B Develop an energy model to make it

suitable for analyzing the effects of
fiscal, tax, and economic policies;
main development activities in the

IPAC-SGM model include modeling
the distribution and utilization of tax
revenue; main development activities
in the IPAC-AIM/Technology
model include technology expansion
and assessment of tax and fiscal
policies.

Establish a 2020 energy scenario to
serve a baseline against which the
effects of tax, fiscal, and economic
policies are measured.

Research energy-related tax and
fiscal policies, used in China and
abroad; set targets for tax and fiscal
policies for sustainable energy
development in China.

BUFFEAZE (4£) Research activities (cont.)

m FEATRREE AR R R BLEUSR

WRE:
FEQBYSFEREBL. RElEB.
B BB, tEBHITR
BB EWBUBURK Hr. Eid
H prxt e #r, BAKE P BeR
ZHFBURAS], AR, e
BiR, BHE, 98, URMEXH
BARBPHRESE, 1EAFIHER
BT B BT AR

R EL ST YR TR

SE R BLBUR FIRR -

WX BEYE A BLBOR B Be v A S R
H BRI

m Design tax and fiscal policies for
sustainable energy development,
particularly a vehicle fuel tax, energy tax,
environmental tax, carbon tax, and
energy-investment policies. By
analyzing both international best
practice and current tax, fiscal, and
economic policies in China, determine an
appropriate tax rate, initiation time, tax
revenue distribution, and technology
development factors, and make them the
basis for quantitative model analysis.

®  Use the model to analyze and
evaluate the effects of selected tax and
fiscal policies,

B Provide policy recommendations for
the design and implementation of
energy-related tax and fiscal policies.




IR FIY R pE 1R

Developing the energy model

(1) IPAC-SGM: BLBUR & (1) IPAC-SGM: Tax revenue
distribution
m R R B BN R IR ___ :
0% FBURFIAN E—BE ™ Utilization of tax revenues in the
SRS HE model:
30%FE H i BE R BLIE R B 70% is general government income
H used for common government expenses
30% is used for energy conservation

m B and new energy development

NN FEBE:T F£10% B Tax neutrality:

ANV BT AR T 4% Reduce individual income taxes by

10%
m [F Rk i B E S Reduce corporate income taxes by 4%

B International prices: Set price
effect parameters

RIRFIY IREEIRARE (4)

Developing the energy model (cont.)

. SR
(2) IPAC-AIMIBARRE (2) IPAC-AIM/Technology model

m BoRHE [ | Technological progress

] Sectoral effect:
. Set technological-innovation
m TR g

BERAEL S parameters

B Price elasticity

m ik




H T R 457 Top-down model
IPAC-SGM

R AT i K
MR S [E7E5 ) Non-energy demand®l 2£ &£
Market balance Production

AETRAIE R GRSk function
Energy supply nergy demand

LS P e B AR RESACRILE S
Technology options for _Energy efficiency
end-use sectors improvement

AEUR AL I BRI
Technology options for
energy supply sectors

IPAC-AIM/AE AR IPAC-AIM/Technology model
i< i) _E A7 Bottom-up model

Y B EHFLTITO 7S P

Tax and fiscal policy assessment indices

REVR TR TeaeE H P REUR
Energy Index Energy conservation All Energy types

BRI SRV HE

Environmental Index Decrease in emissions  |SO,

PM,

NO,

CcO

Cco,

USEE S

Water Pollution

LTFHER GDP4z{,
Economic Index GDP Change

Bk

Employment
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Fiscal policies in China
D —— 25000 150
[ 1994— 20044 2 o |
M m&)\&ﬁi{é{:ﬁ i 1soo0 || WEETEA %
Fls_cal revenue in 3 ot 1
China and its rate of 10000 Rate of increase
increase, 1994-2004 . s

1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004

o [E1994-20034E 16
BURN SBUBOB 5 "
GDPH.E 12
Share of tax and =10
fiscal revenue in s T BN GDP Y LE TR
China’s GDP. 1994- . Share of fiscal revenue in GDP
2003 4 = BUBOBON T GDP LR
Share of tax revenue in GDP

1994 1995 1996 1997 1998 1999 2000 2001 2002 2003

AEBEIS DR
FEIIGTBHEF KT -
Fiscal policies in China Pollution fee and i
- water resource fee Other

0. 4% 7.3%

\

H [ 20034 I B A R L TION
Breakdown of fiscal ?Xtra education
revenue in 2003 ee revenue

o

Bl N
Tax revenue
91. 2%

BEXAVE o7 s

PRIRBL Customs 5
Resource taxes lz:i(:zﬂ Other taxes A)\Zoggik%ﬁﬁ :
0 [ ~ .-Ih\ 9

Nt A 8. 9% PO i, v
Individual [EL 5 ?
taxes ﬁ‘b‘l‘ 72.1%

7. 1% BIFBL: 0. 4%
gt\”‘ﬁ)" ﬁ:‘m Breakdown of tax revenue
orporate B )
taxes M

14. 6% Individual and Corporate Income

Taxes, VAT, Business Taxes

AR 11 2
Agricul ture KEBE emt Flk Bt Total: 72.1%
taxes 4. 4% Iﬁ‘g%“bb‘onsumption taxes  Business taxes Resource Taxes: 0.4%

5. % 14. 2%
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Fiscal policies in China

[ Py 4Mai 55 52 B
National and
international debt
expenses

e
Other
expenses

4% 17%
AT BRI A B IRAR A 3
Retirement expenses
for admin. and 4%
institutional depts.

BLg RISk 4%
Operating expenses
for tax depts.

ARRER S
Expenses for
public security
depts.

[ 732
National
defense
AT R expenses
Administration costs
% 8%

FEARGBS
Infrastructure
expenses

P2 O AR = 53
Three fees for potential
reform and scientific research

14% 4%

5% SR

Agricultural expenses
3% I T AR R VS
Expense for city

maintenance and
construction

SCHL R DAL
Expenses for culture
b GREEANI S Science, and hygiene
Expenses for 19%
social insurance

5%

S e A e 2

Energy-related tax and fiscal policies in China

B R RIERY YK
WEBL. PIRAMETR . PR
Bl REVEACHE R e, [
SE B 7 [ AL
B RBOR. RS
iﬁégﬁlﬁﬁt%\ Bphy RB R O

B {EEEREYR T AR AR YR

19944EH]: T REBE R BT
PR, TR, TRk
RIS, ARG

Rz, 315

19944EJ5: THHBL. VL
HESATREFALE. SRR, R
G BEVRM IR N
TiReR4. DSM,

B Promoting mining resource protection and
expanding energy supply:

VATS, resource compensation fees, resource
taxes, energy and transportation system
construction, fixed-asset direction adjustment
taxes, tax reductions, subsidies for in-debt
mining enterprises, incentive policies for coal
export, etc.

B Promoting energy conservation and
efficiency:

Before 1994: Preferential loans and tax breaks
for energy conservation investment, using
energy conservation benefit as loan repayment,
energy conservation research funding, other
subsidies, etc.

After 1994: Consumption taxes, demonstration
and spread of new energy conservation
mechanisms, preferential loans, tax
reductions/exemptions, energy pricing policies,
energy conservation funding, DSM, etc.
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Energy-related tax and fiscal policies in China (cont.)

W R BRI R A RE YR K R
WARRBL. BULE. IERGER. #
WILE. RS, EHRERS

Gl 4ED

B HE PR R
20034F )5 SKAT HrindE, B B EPk.
SO 3% iH0.270/ A~ i i 2| H R
1k.63270

B Promoting new energy and

renewable energy development:
Tariff reductions/exemptions, tax
reductions, deducted interest loans,
preferential pricing, research funding,
special development funding (local
and national)

Pollution fee regulations:

A new standard went into effect in
2003. The standard collects fees
according to total pollutant amount.
The standard raised pollution fees;
i.e., the SO, fee increased from 0.2
RMB/kg to 0.632 RMB/Kg.

A5 FEIR B X BT BB R g

Evaluation of energy-related tax and fiscal policies in China

W T AME 4 ) RV Y Bl fA R
ELANRER R SCRF B K REVR K
JR R H AR SE B

W 5 GEYRA R A BUCIE L/
BIRAR. BRI ERA SIS
HEERR WX IR IR
I 5 R B R 2R A1 36 e ) R 9
TR 3% 1) R = AT [
BURG

B Current energy-related tax and
fiscal policies are inadequate for
reaching the national energy
development strategy target.

B The Energy-related taxes are
limited in range, too low, and do not
take into account the environment.

M There is a lack of policies
addressing resource waste resulting
from unregulated energy resource
exploitation and low recovery rates.




A E] G REIR A X R B R T (42)

Evaluation of energy-related tax and fiscal policies in China (cont.)

BT REATIR I A B BUE B = B There are not enough tax and
fiscal policies in the energy

SRS s conservation field.
B FF & BT BEVR R A FAE REVR
BRI B Y% SEA B AL M Incentive policies for new energy
and renewable energy development
are poorly implemented.

M S YE N Ak
- %E?%IZE Hbf)&\zg Hb‘ﬂgﬁt B Government actions to improve
PGB A58 S A K eI energy efficiency, promote fair
BAATL 357 77 TH BUR 9 7 competition in energy supply
RYEAE production, and establish innovative
in tax and fiscal policies have been
insufficient.

Il GET I R L

International energy-related tax and fiscal policies
1. ReVEBL/AxRDL 1. Energy/carbon tax

EBER: FHE. F2. w2, #HE. Countries that already levy such taxes:
I, TRE. EE. Hg=. kE Denmark, Finland, Holland, Norway,
Sweden, U.K., U.S., New Zealand, EU
SBRAK:
B TR TR RLBRRL I 32 ZEE RS Y ] R Experiences:
B, BiZ, SciEmtEAISEE, Bilkfh ™ Main considerations in designing
WATRIE, energy/carbon taxes: tax rate;
SRR 17N, BRI, SLif initiation time and
Tk B8 o SR KB a) R 4 procedure; tax breaks; the effects of

taxes; carbon leakage
WA A [ 9 e AR B3R
B Set tax rates appropriate to national

R B SE SRR, LS 2 5 situation.
IRIZIshe, WA, s
A B /Mb B Implement tax step-by-step in order
to avoid abrupt changes in and
negative impact on the economy and
minimize the costs of implementation.
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International energy-related tax and fiscal policies (cont.)

B X E R R TSRO e A 5 E 5 W For energy-intensive industries, use tax
£39T B RS A A, BAN4T  breaks in combination with voluntary
b= 5 i [ B 3 G = AL agreements to avoid diminishing their
ability to compete abroad
By . > hg
m REIRBUBBULNIN N B S HIBLOB B Tax revenues from energy/carbon taxes

qﬂﬁ{’}m’ ﬁz‘?ﬁ%ﬁﬁlﬁﬁﬁﬁjﬂ‘ﬁ, :ﬁﬁjj should be included in the national tax system
REUR SO B4R B I A BB R to maintain the tax neutrality and used to

. - - . support energy efficiency and renewable
m S ESHBRITIE, ERRE 0 e et
BUBBLR SEREVR ENREHE, HED
S ) A R B First adopt an energy/carbon (50/50) tax,
then change it into a pure carbon tax

m PR S (ETAHET) Coordinate levy targets (production side

m AR R LS H A B and consumption side)
He W 22— (=)

BB SR B The energy/carbon tax must be
harmonized with other policies to maximize

its effect

[ BE R I B 7 SE( 4E)
International energy-related tax and fiscal policies (cont.)
2 RMBL  Fuel tax

O5uh Gasoline
B % J{j 43 Vehicle diesel

WRmBE, S&7c/7F ($/1)

Az

LRI
Belgium
e+
Denmark
[
Germany
Al
Greece
FEYES
Spain
PR
France
TR
Ireland
pEw |
Italia
PR
uxemburg
o
Holland
HHLF

L

BRI S, S&E A H A KRB (200242 1)
countrie

Fuel taxes in European tries, the U.S., and Japan ( Feb. 2002)
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International energy-related tax and fiscal policies (cont.)

2. 0B Fuel tax

Ol
Gsoline

m

Diesel

% (e pEvN ] Ve HefH S[H HA
France Germany Ttalia Spain UK USA Japan

RRMEZR . SREF H A RIAMBL (2002452 H ) A BLAE I 4 o i) Lu ]

Share of fuel tax in oil price in European countries, the U.S., and Japan (Feb. 2002)

o [F ] FFBE GE IR X IR T BB 1R

Establishment of tax and fiscal policies for sustainable energy

development in China

BLEHZIREIBL,  TPAC
Vehicle fuel tax, IPAC

LALBH R

BLRUBANGE . -
AU E -
JRobal T = —
J@Qﬂﬁ) 3.5 = = B 2006
Vehicle fuel tax IENE..! W 2010
2.5 [ | [ |
2 > 02020
i 02030
1
0.5 1 N | ]
. .

Alcoholic fuel Bio-die

o e GTL  RESRL L2l

sel

Yith Gasoline 1.1(F 5, change fee to tax)  [2. . .
Sl Diesel 1(% 4B, change fee to tax) 21 2.7 3.4
GTL 21 2.7 34
EES 5k} Alcohol fuel (1 1 1 1

4 h Bio-diesel

10



1 [E] F] FF BE G R X IR B 5 1R B 42)
Establishment of tax and fiscal policies
for sustainable energy development in China (cont.)

2. BEYEBL 3. BB
(BRRER: TR, HEREREYR) Carbon tax
Energy tax (based on heat value;
supports clean energy)

B, IPAC

Carbon Tax

fEJBL, TPAC
Energy tax

Yuan/tce

JG / WifE, Yuan/tC

TG / WERRAE,

2010 2020 2030

i [E] A FF BEREIR X R I 5 12 JE(42)
Establishment of tax and fiscal policies
for sustainable energy development in China (cont.)

4, RymREPEMHS End-use energy price ( IPAC-SGM)

2k Jukl Alcohol Fuels
2iith Bio-diesel

5. BUBO A IS Utilization of tax revenues
B B B BSOS T A T
70% H FBOMN, 1EA—BOBURN S H 5
30%61E A 15 REAHT REVR K RS H :
In the model:
70% is general government revenue used for common government expenses
30% is used for energy conservation and new energy development

11



1 [E] A] FF BERE IR K IR B I 5 1R B (4E)
Establishment of tax and fiscal policies
for sustainable energy development in China (cont.)

6. Bilhi . Tax neutrality:

A NBAFIERL: T F#5%; Reduce individual income taxes

A FiEBL: FH3%. e

Reduce corporate income taxes

7. i et by 3%

FENH TR T IS ER B . .
KIHT, ZBRAEFXFAME 7 Priceelasticity:

W . BT HYE Mainly used to analyze the
BT, BESEREAME R GRS impact of a vehicle fuel tax

B s ER BN 5 240,25, on amount of driving. Set
at —0.25 based on

international studies.

BEATREGR. BEER

Modeling analysis results: Baseline scenario

o PEREEER o E LR IE TR
Primary energy demand in China Final Energy Demand in China
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1000 O Coal
‘ ‘ ON.gas 500 0al
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2000 2010 2020 2030 2000 2010 2020 2030
Year Year

s )R COHE IR
Final energy demand by sector in China CO, Emissions
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3000 J
2500

o 2000 ORural
% 1500 EUrban
1000 O Transport
500 O Service
0 M Industry

2000 2010 2020 2030 |@Agriculture|

AR, 108 tC

10 —

Year
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BEATRER. BEERE

Modeling analysis results: Baseline scenario (cont.)

CH, HEICE:
CH, Emissions
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BHEDTRER. (EWGEHEHIE=

Modeling analysis results: Energy tax scenario

REVEBLth [E GDP Y S
Effect of energy tax on China’s GDP

2 0.5%
Qﬁé ~— N
0. 4% —— —
2
Q
= 0.3%
- /
% 0.2%
z /
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0. 0%

2000 2005 2010 2015 2020 2025 2030
fEA4Y, Year

REDEXT BE T SR I 50
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BEPRER. ERBHE=

Modeling analysis results: Carbon tax scenario

T8 % GDP ) 5% i
Effect of carbon tax on China’s GDP

@ 0.5%

g /_\*/\
~0.4% /

3

S 0.3% ~
ﬁr 0. 2%

X019 /

=

0. 0%

2000 2005 2010 2015 2020 2025 2030
Ay, Year

TR e R A%

Effect of carbon tax on energy demand

25%

20% /

15% /

10%

5% X /‘

0%

fE® % Reduction rate

F4y, Year

2000 2005 2010 2015 2020 2025 2030

BEATREGR. B ER

Modeling analysis results: Fuel tax scenario

AN CO2HF T
Effect of carbon tax on CO, emissions

30%

25% P
20%
15% //

10%

JlFEZ% %, Reduction rate

2000 2005 2010 2015 2020 2025 2030

0y, Year

RIS A RREHBLA REDSCR

Effect of fuel tax on energy use
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Indirect

FITHARLE, Mtce
g

2020
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effects
B R

Direct

effects

DSt 5%
Baseline
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##E2E76 Primary conclusions

w YIBTEE RAR W, AR REVR BN
MR F KA BIEM, 2020
AU REPEBLIE R 5 EHEE R A
Ph: REMRTRRETMET 12. 7%, 7
AREIRAALIIARIE, PR
R 1 5 I o

M T RETR M4 T3 25 i 361
e, UAKBEIRF=NLF={H T k%,
WFGDPF=AE T — & I S THI B2,
GDP#R 22 40. 38% (62242) , M
GDPYEKZRFE, H5.6% TN
5.579%, HA& FRAHETN.

B An energy tax will reduce energy

demand. Energy demand in the
energy tax scenario is 12.7% lower
than in the baseline scenario in
2020, saving about 400 million tce
energy.

Because an increase in energy
price restrains economic
development and decreases
production in the energy industry,
an energy tax will reduce GDP.
The GDP loss rate is 0.38% (62.2
billion RMB)), i.e., the rate of GDP

increase drops from 5.6% to
5.579%.

#ELEe (££)  Primary conclusions (cont.)

w5 SR E REUR R AR K R
REFESHA, EROEREL
ERA. O REETATGIRE
BRA . IABERASE, REIRBLEIS]
ABRESENE. ARSI
FER AP ZE R BT

W, SFIABIEBURR T IREK
R, MHXT HETFHREKZE
Bi, HEIFIAREBREARFEL,

W0 SEHAALBH AR BLRT BEYR 7 K
AURE 2 ARIE R 2 JE 3T R

FROEZER, EAMLEERE »

Bl FBHATEA LA, M5lIK
?TE%XT%%%%%W%%
] o

B - Other social benefits of an energy

tax: improved energy security,
decreased reliance on imported
energy, improved environment

- Considering these benefits makes
an energy tax even more attractive.
- Recent discussion of a vehicle fuel
tax provides a good opportunity to
introduce an energy tax.

- Adopting an energy tax is easier
than the current plan of changing
the fee to a tax.

A fuel tax will decrease energy
demand in two ways:

- Directly: by changing the types of
vehicles consumers purchase

- Indirectly: by decreasing the
amount of driving

15



’—ZT1E Further work

AL SE 3 BT,
HEH O, BB i 3%
1T AW, IPAC-

SCMARAL )t —B 7t
U I 1]

Witk

SPHEMERKE

Complete and improve the
model, particularly taxation
modes, effects of import and
export, effects of tax on
consumption behavior, and
further analysis of IPAC-SGM
model

Tax flow
Price elasticity

Add parameters/scenario
development

F—#T1E (4) Further work (cont.)

H—DHAFENBIR. £
H AT B ST At B, A
FAPEOERR, FEX 2 FBL
REBRBAT T, REA

B0} B A1 e T BLER
bt 368 AL B I AT PR

oxih ] P S it RE-R U Bl BBUSRE
CREJRBL. PABLBURERBL)
FIALRIREAT B 5T

Further study appropriate tax
rate. Analyze the effects of all
tax rates and propose the most
suitable rate.

Further study problems
encountered by foreign countries
in establishing similar tax and
fiscal policies

Study mechanisms for the
implementation of energy, fuel,
and carbon taxes in China
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Reform of the Government Energy
Administration and Regulatory System

[ 55 e A At 9 Lo = N e BRI ST

FRSUELE
Research Framework

—. BEVREHEAE|, 5% 1. Major Problems in China’s
] B A A ) 2 ) B Energy Administrative and

Regulatory Systems

N

= Hipan5aARRE
Hig

. International Best Practices and
Modern Regulation Theories

= - 3. Reform Objectives and
= BUEHARS R Principles

9. FREGEVRE B 4EH] 4. initial Thoughts on China’s New
I 5 ¥ A8 Energy Administrative System

N




1. Institutions: Lack
coordination capability

The “3 discrepancies” problem:
discrepancies between (1) objectives
and pace, (2) national and local
interests, and (3) short-term and
long-term benefits

2. Policy Implementation:
Unsatisfactory

The government management
system is putting more emphasis on
the examination and approval of
policies than their regulation and
management.

(=) Hlge: ELTF.

A ER

ZW BT BN B

S

(M) 5 HTy
B HARHO A5
M5, Be
X 5 geVR R o X

&M

3. Function: More focus on
economic regulation than
externalities

Resulted in more emphasis on
production than on conservation

4. Discrepancies between
central and local
government policies

Discrepancies between long-term
and short-term objectives




(H) H]/Y—*é—ﬁ BR%EK@J 5. Regulation: Inadequate

29 /A e Regulatory power is lackin
fir. W EZ guiatory g

(pricing and market entry)
IMERAERIACE (.

) 6. Personnel: Severe
understaffing
R Only a few dozen people work in
(/_\‘) Ajl'!l\ : PIEZ%Q{H{ the central government’s energy
management department, in
132 N O KEE S BT E comlparison with 1%0_,000 federal
, employees engaged in energy
ﬁé%gﬁ%&) < H 15100\ management full-time in the U.S.
A Department of Energy.
HETBUR IR E

Key components and foci of China’s existing energy administrative
and regulatory systems

gt | e | MR | =2
Economic Energy Environmental Security

Returns

Conservation

Protection

After
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OECD231MEHIER

PR Hx
Institutional structure Country
2£H uU.S.
BEATIRALM, WS TSN [ Uk
EYA —
BAF ltaly
Have both a ministry-level :E France
government agency and an 4R Ireland
independent regulatory agenc —
P g y agency FZ Denmark
#HZ#F Portugal
7, Czech Republic

&k Canada

AT Australia

WEHM, THEAG—MMILREHRE | ZF= Finland
bl . &IZF A Hungary
Have a ministry-level government %

agency, which entrusts regulatory 12 Netherlands
responsibility to independent R Norway
ministry-level agency B Sweden
BN, ZFISLHIBUIR LA LeARt Belgium
Have a ministry-level government I Greece
agency, which entrusts regulatory

responsibility to an independent J7# % Luxembourg
consulting agency FEEEF Spain
REREH #E Germany
Only have a ministry-level A Japan

government agency

#FPH2% New Zealand

FHgt Switzerland




HA

UNITED STATES JAPAN
B REYRER LA AARTHIRARRIRE
Name Department of Energy Ministry of Economic and industrial
Development’s Natural Resources and Energy
Department (NRED)
Rk ARG A, e, THRERFEN | ARBERN S, EFIESE. At
Functions | 5% BBETARE. GEEBCRIZR. AWfE® | RUESCERR. RERERARKPIR. B
DK SEdR 15 B W SRS AT o HFFR.
Energy supply safety, nuclear security, energy | Energy supply safety, international energy
research management, energy technology cooperation, oil reserve management, energy
development, energy efficiency improvement, efficiency improvement, energy technology
oil reserve management, and energy research and development, and new energy
information collection and analysis development
vk BEURER AR RARR T vk TR, TREIRENIH AR
Legal Department of Energy organic law and related | No organic law; only special energy laws
basis laws in energy field
K 233{Z%7T (2006) 1312{ZHJG (Figk) +14491ZHTE (GHreeds) +
Budget US $23.3 billion 960{ZH T (REIRR&D)
131.2 billion Japanese Yen (JPY) (energy
conservation) + 144.9 billion JPY (new energy)
+ 96 billion JPY (energy R&D)
A5 BRE A 15100 A, AFRER99237A 463N
Personnel | 15,100 federal employees; 99,237 contracted 463 people
employees
=R [1);-3
UNITED KINGDOM INDIA
E2N S TS REIE IR . BURES. AMRRAE. FEHRLIES
Name Department of Trade and Industry’s Energy Electricity Ministry, Coal Ministry, Oil and Natural Gas
Group Ministry, and Special Energy Resource Ministry
e RGN e, WRERBESHE, B HRODMATTHR A MR, BUREE, WEF#. BR
Functions | 2, BERE&SHOEH, ARHLERE. WMAFBREER. FFREMERBERMHIE. EEW A HF
Energy supply security, sustainable development | #it. AWMARRSBARAM. RAKWIFER. B 5
and environmental protection, nuclear security | &, #58&. FEMUAEHD. EEMBERAFSTEE
and export management, corporate social BERRIBR BUEHE R LM XA XHE . Electricity
responsibility Ministry: Electricity legislation, strategic planning, and
project approval; Coal Ministry: coal exploration, strategic
planning, major project approval; Oil and Natural Gas
Ministry: oil and natural gas exploration; oil refining,
transport, sales, reserves, and import/export; Special
Energy Resource Ministry: renewable energy planning,
policy making and implementation
A AR, LRI AR ROIEA A B, RRBARRE, AMRRSHE
Legal basis | no organic law; only special energy laws FE .
Electricity Administration Law; Coal Law; Oil Law
WHE HIMEIE AL, BRIERAAE 32
Budget Department of Trade and Industry: 5.3 billion no figures available
Pounds; Energy Group: no figures available
AR R IR L11474, HhEEA247N, RBFE | A
Personnel DA no figures available

Department of Trade and Industry: 11,474
people, 4,247 of which work in the headquarters;
Energy Group: no figures available




AA
UNITED STATES JAPAN
EHMAE | RIFEMERFEEORHEMEREESE S | ARRFEMEREERIFBCE N EfmEREE
RF ESHifr, ERGE. mWER, EEERT | FESESHI. BE, e, &E, BE
Relationship | REBH#S, P4HE, RIVES, EEMBURS | BAE AT NN EREFZE, 5T
with other BRENWTRELIE, FEEFSETY | ESERESHERBHERNESE, T, &
institutions 3, P R 2848 il B AT B BOR T BR AR E,
Department of Energy (DOE) oversees N454 2 5 EPREEIRA1E, NRED oversees
energy policy making and energy energy policy making and energy management.
management. Other Departments (Defense, | Education, Culture, Sports, Science, and
Commerce, Agriculture, etc.) manage Technology Ministries manage nuclear reactor
energy conservation within their R&D and fundamental research;
jurisdiction, in coordination with DOE. Environmental Ministry formulates
environmental policies; Land, Infrastructure,
and Transportation Ministry formulates
transportation policy and recommends energy
efficiency standards; Foreign Affairs Ministry
participates in international energy cooperation.
PREMGE | MEFRES AEBRBOTEE, MRS | BRRRMEBREA TEREE LR EH,
RF HINARENVZERSER, X MEIPAZE, (BHIH B X IR B h
Relationship | Federal government manages interstate WL, AL R IAERERIE LA —E
between affairs; B F1, NRED manages national energy
central and State public utility commissions manage affairs; it has no regional offices. Local
local intrastate affairs. governments have the power to approve power
authorities plant construction, manage nuclear power
plants, and set environmental standards.
*H 21)::3
UNITED KINGDOM INDIA
SRApRE | B LEATHESE, HIIHBERER | 19920, fEHESRETE. 19924
HHFKRR | SERENEEES TS ESMAL. H | UG, BSIEIRA N0, SR, A
Relationship FEVEERFRR P TE, 58, RAA | RARSHE. dEHHARIEES, BATLXabiEE
with other R ATEETHE, [EC@ TR | THE, SHIINEERINESTES
institutions W LR E S TR R . TSR
Department of Trade and Industry Prior to 1992, the Ministry of Energy (MOE)
oversees all energy affairs, but focuses | Oversaw energy management. Since 1992,
primarily on energy policy development. | MOE has been divided into the Electricity
Department of Environment, Food, and | Ministry, Coal Ministry, Oil and Natural Gas
Rural Affairs manages energy Ministry, and Special Energy Resource
conservation and environmental Ministry, each of which manages different
protection. Department of energy aspects.
Transportation manages transportation
energy efficiency and carbon emissions
reduction.
FREHTT | TR ZMBUR LN — X | RAEEAEE, FREFERFEEE LY
*E W R REIR S AT R E S
Relationship In recent years Scotland and Wales have | Vertical management system; Central
between central | begun to manage their own regional government oversees all energy management.
and local energy affairs.
authorities
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Features of a modern energy
regulatory system
Independent regulatory
institution
Separation of administration
and supervision

Loosen economic regulation,
while enhancing anti-monopoly
and social regulation

Regulate and supervise by the
law; effective monitoring and
balance mechanisms

B (1-248) 58
LEHEREE, HAREHE
B,

REVRT; (HRRERAE) « H

e (AMTRE) .

MBI e B BN SR e
R, NEsri B2
MR E N E R

Short-Term Target (1-2 years):

Improve regulatory function, shift
management focus, strengthen
coordination capability of energy
management departments

State Energy Office (coordination),
Electricity Regulation Commission
(electricity pricing management).

Shift in regulatory focus:

energy production and supply
- demand

economic regulation
-> social regulation.
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H AR — 2k

Medium-Term Target (2-5
years):

Restructure government bodies by
clarifying central and local
governments’ respective
responsibilities.

Energy administrative bodies
should be reformed with a focus on
strengthening government
administrative capacity.

Unify the organizational and
safeguard systems of the central
and local governments.

T HEPR (5-10%) :
FEMKEEE., B
M) FFLL K
3 24 5 A

KHHHIRFERR: KiEE
H,

B TWREMIERBERL,
REIR R4, (RIEREIR T KF
B Rl W A SE Tt

Long-term Target (5-10 years):

A new powerful, efficient, and
legally-based management system
and mechanism for sustainable
development.

A long-term development
mechanism governed by laws.

Foci: saving energy, improving
energy efficiency, ensuring energy
safety, and developing renewable
resources.




HIRBUR > B RN, SOEREIR
S BN B EHA R E

MBGH: GraTE R R EL
) (REVRERER TOLRRIRES) e
WP REIR I E I (REJRINE
TR

hREMTT: MIXKIRE, & (G
RS

Mkt Sa. UhA

“Separate administration and supervision.”

“Two-tier structure”: Separate energy
management bodies (Ministry of Energy)
from specialized energy regulatory agencies
(Energy Regulatory Commission)

Relationship between central and regional
authorities: regional authorities represent
corresponding central agencies.

Strengthens:
® enhances integrity and congruity in
energy administration
®carries out specialized regulation

InEEE AL I effectively
158 [ R BUEE NPAT D ® enforces national policies
ATk

b2 /3 A RIS W) Bhe AIFARR

REURBOR | BRURS. KBE
HhlzE

3R
B

Bt BRURER. | REVRER Egifﬂﬁ%‘ Egifﬂﬁ%‘ RERED REYRHR

fli, NEEEH
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Energy Administrative and Regulatory Departments and Agencies by Industry

Coal Gasoline Natural Gas Electric Nuclear Renewable
Power Energy Resources
Formulating Ministry of Energy (MOE), National Development and Reform Commission (NDRC)
Energy Policies
Investment MOE, NDRC, MOE, NDRC Energy ERC MOE MOE
Ministry of Land Regulatory
Resource (MLR) Commission (ERC)
Pricin MOE, Price Analysis and Evaluation | ERC ERC Nuclear Power and Electric Power and
cing without Direct Control Egemrgmylgﬁjgnulawry gzemr%;ig:lamry
Finance & Ministry of Finance (MOF), State Administration of Taxation (SAT)
Taxation
Technology NDRC, Ministry of Technology (MOT)
Information MOE, ERC (Electric Power and Natural Gas Information Analysis)
Collection &
Analysis

¥IRE

ALl

i Rl

EH

]

The

EURER

RETR R

BB

AT (R
Rz

HMRER

FERMNM, FAwRe (BEH , KRS A%
£ (RERES) , BRe BRZeR) , EREL™
ze& (ZRERD

EEEMNM, B, KRR RERES , HhA
ik R S B .
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Energy Administrative and Regulatory Departments and Agencies by Function

Supply Side Demand Side
Industry Construction Communications
Energy Efficiency | MOE MOE Ministry of e o ion "
Construction Department)
(MOC)
Environmental State Environmental Protection Administration (SEPA)
Protection
Security Mainly production safety on supply side, including gasoline (MOE),
natural gas and electric power (ERC), nuclear energy (Nuclear Safety
Center) and coal (State Administration of Work Safety)
Quality Mainly on supply side, including electric power and natural gas (ERC),
without special requirements for the others.

(EEEEN NS
NG IvALEEER R

BB B EHIRT AR
MENEH, R, BRI, BB
FHEAIRHE, A, AT
EH

=g, hE. A /&
W, B N RRRE.

HiaEh: FR TR,
B RKIEE.

Shifting administrative functions:
Shift administrative focus from supply side to
demand side.

Examination and approval periods:

* Focus on market access management and
setting standards regulating environment,
efficiency, etc.

» Emphasize the direction and transparency of
policies.

During projects:

» Focus on regulation, administration, and
examination.

» Improve energy efficiency auditing system,
organizational structure, and manpower
security.

Post-project period:

* Focus shifted to the punishment of regulation
violators and loss compensation.
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Transforming regulation:
economic regulation = social regulation

Improve market access regulations:

(1) publicize regulations, (2) abolish ownership
discrimination, (3) make policies transparent, (4)
establish a proper complaint system.

Improve pricing regulation:

(1) reform pricing mechanism, (2) regulating

monopolies, (3) use both regulations and incentives,

(4) improve the financial, cost, price hearing, and
information notification systems.

Strengthen social regulation:

(1) improve resource utilization efficiency, (2)
protect the energy supply, (3) protect the
environment.

Reinforce market order regulations.

(1) Counter monopolies, (2) encourage competition,

(3) examine merger and acquisition cases.

RAREIBUFE AR RE

Key components and foci of China’s existing energy management and

regulation system

2yt
Economic
Returns

WRE | MR

Energy
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Security
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