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Special Measures for Implementing the

Energy Intensity Target
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“11th Five-Year Plan”: 20% reduction in GDP
energy consumption per unit by 2010.

We must take more effective measures to
ensure the successful realization of this goal. |
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Challenges in Energy Conservation
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More Effective Measures Must Be Adopted Immediately
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(1) Responsibilities for meeting energy conservation goals should be finalized

The 20% reduction target should be broken down among different areas and key energy
consuming enterprises.

Three factors should be considered:
1. Differences in regional development.

2. The use of new renewable energy should be excluded from energy consumption totals. In
order to encourage the exploitation and utilization of renewables, the renewable energy
utilized in 2006 should not be considered within the 20% reduction goal.

3. Administrative departments and industry associations should play a role in breaking down
the energy conservation goals among different sectors. 4
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(I) Make economic polices
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We need to:

* Make full use of the government in promoting energy conservation, and put greater
emphasis on economic means to promoting energy conservation work.

* Create polices and measures that are beneficial to energy conservation in such fields as
fiscal tax, and credit and price.

* Related ministries of the central government should publicize 1-2 important policies; this
is the first crucial step to promoting the energy conservation goal.

— E.g., the Ministry of Construction’s “Building Energy Conservation Management
Regulations”, “Transformation in Building Heating Charging System," the Ministry of
Communications’ “Transportation Energy Conservation Management Regulations”,
the Ministry of Finance’s “Preferential Tax Policies for Efficient Energy Conservation
Equipment” and “Fuel Tax".

* Departments and bureaus of all provinces and cities should create 1-2 important
implementation regulations in the near future, corresponding to the central 5
government’s
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(I Improve Energy Conservation Laws, Regulations, and
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(IV) Emphasize key links in energy conservation
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Positive results must be achieved in energy conservation and consumption
reduction in high energy consuming industries, the top 1000 enterprises, and

key products.

Close attention should be paid to energy conservation in emerging fields like the
buildings and transportation industries.

Government should play an exemplary role in energy conservation, and should
complete energy conservation transformation of government office buildings in
cities, provinces, and the central authorities by the end of 2007.

For key energy consuming enterprises and large public buildings (restaurants,
office buildings, etc.) that cannot comply with energy conservation goals at the
end of 2006, quota management should be introduced and implemented with the
extra energy purchased at higher prices

Al
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(V) Increase energy conservation input
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It is imperative to turn investment and assets towards energy conservation, renewable
energy and environmental protection.
levels of government should:

— set aside special funds and increase energy conservation input, and intensify
support for energy conservation technology development, the promotion of new
projects, and discount loans for energy conservation projects
set up special energy conservation funds for enterprises, allowing them to draw up
to a certain percentage of sales income which can be accounted for as costs, i.e.
special funds for special purposes
Financial institutions should also take effective measures to strengthen credit support
for energy conservation projects to meet the energy conservation’s demand for fungs.
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(V1) Enhance the promotion of energy conservation mechanisms
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Focus on promoting energy-saving mechanisms through the following:
— Information dissemination.
— The popularization and application of new energy conservation technologies, new experiences,
new processes, and new equipment.
— Promoting energy conservation performance contracting and the development of energy service
industry.
— Making widespread use of demand side management of electricity to guide users to economize
electricity consumption and conservation.
Building energy conservation service system should be intensified. To do so:
— Electric network companies and local energy conservation associations should set up
independent energy conservation service companies.

— Energy conservation companies should rely on market operations (electricity conservation is a
30 billion RMB market), with which the government can help by means of tax support when
companies are initially established. 9
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(VII) Accelerate structural adjustment and transform the growth pattern
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This is the fundamental approach of energy conservation.

We should:

— Intensively adjust industrial, product and technological structure,
and organizational structure.

— Encourage enterprises to use energy-saving equipment.

— Vigorously develop emerging industries with high added value,
lower energy consumption, and less pollution to transform and
upgrade traditional industries.

— Increase the proportion of the service sector.

— Accelerate the transformation of economic structure from high
energy consumption and inefficiency to the low consumption apd
high efficiency model.
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(V1) Establish an energy conservation performance
appraisal system
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We should strengthen energy conservation statistics and performance
assessment, evaluate energy conservation efforts, establish a strict
energy-saving appraisal system to evaluate the completion of each
energy conservation task, and improve rewards and punishments
principles.

All jurisdictions should set up authoritative supervisory centers,
authorized by the government to make use of governmental
regulatory functions to overcome insufficient manpower and
resources.

The central government should send supervisory staff to provinces,
municipalities, localities and, counties, to improve accountabiliti?
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(IX) Enhance organization and leadership of energy conservation
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We should establish and perfect a new energy conservation organizational system and
working system.

1. The central authorities should restore and expand the energy conservation
working conference to discuss energy-savings, environmentally friendly action
and land use, coordinating and leading different departments to meet the three
major binding targets.

2. Provinces and municipalities should set up energy-saving and environmentally-
friendly land use offices to coordinate the work of the various departments.

3. Asstrong energy conservation regulatory system and working mechanism should
be established, with specialized agencies responsible for energy conservation.

4. The Central Party School and the State Council Administrative College should
directly train the officials ranking first and second at the county-level, and the,
training round should be completed by 2007.




