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Energy saving renovation and energy efficiency improvement are fundamental to
realizing technological energy savings.

o PRMENMRESHEYREFECSTEHNIRATRIENAR
Underinvestment in energy saving innovation and energy efficiency improvement
has constrained energy saving efforts.
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The 11t Five-Year Plan includes a large amount of investment in technological
innovation and efficiency improvement for energy savings.
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Establishing investment increases in energy saving innovation and energy efficiency.

& MMABRF A I EERYIRZ HNIE Increasing public investment for energy savings
& LITHFHHREMFICBIZR Using Taxation policies to support energy saving
& IMXE&RSIFHE Increasing financial support for energy savings

& BUBEIERLMWFIE Establishing energy conservation information
\_ disclosing system
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China’s 2010 goal: reduce specific GDP energy consumption by 20% while
maintain rapid economic growth.

Means: include speeding energy saving renovation, eliminating outdated
equipment, technology, and techniques, and improving the levels of energy
savings technologies.

Total investment requirement: estimated at 420 billion RMB. Need to
increase policy support, widen financing channels to facilitate energy
saving investment from the whole society.
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Energy saving innovation and energy efficiency improvement are
fundamental to realizing technological energy savings
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1980-2000: average annual GDP growth 9.7%, while energy
consumption growth 4.6% for an elasticity of 0.47; meeting the
objective of quadrupling GDP by only doubling energy consumption.

Such success largely due to the formulation and implementation of
economic incentive policies for energy conservation by the government
in 1980s to the mid-1990s.
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Energy saving innovation and energy efficiency improvement are
fundamental to realizing technological energy savings
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Between 1982-1995, central government investment in the energy-saving
infrastructure construction and energy-saving technological renovation
was 34.32 billion RMB; investment from local government and
enterprises 56.03 billion RMB for a total investment of 90.35 billion
RMB; forming an energy-saving capacity of ~118.2million tce. See the
following table.

T EReneryy saving 4265 1872 2393 4140
infrastructure construction
ak
TRt technology 47 156 01 7680
renovation
Bittotal 903.5 343.2 560.3 11820
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Underinvestment in energy saving renovation and energy efficiency
improvement has constrained energy saving efforts
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With the establishment of a market-based system, energy investment is
developing through a diverse set of investment entities, forms, and financial
sources and the level of investment grown quickly.

In 1998, special government funds for energy-saving infrastructure
construction and technological improvement were cancelled. Though total
investment in energy sector increased dramatically the share of energy
saving in total investment decreased significantly.
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Underinvestment in energy saving innovation and energy efficiency
improvement has constrained energy saving efforts
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Share of energy saving in total energy investment decreased from a high of
13% in 1983 to a low of 4% in 2003;

Investment in energy saving R&D only accounted for 2% of the total
industrial R&D. the latter accounted for 53.58% of China’s total R & D
investment.

This greatly restricted the development of energy saving technology, and
resulted in energy consumption per unit GDP increasing throughout the
10t Five-Year period.
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The 11" Five-Year Plan includes a large amount of investment in
technological innovation and efficiency improvement
for energy savings
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In 2005, the unit GDP energy consumption was 1.22 tce
per 10 thousand RMB (at 2005 prices); according to the
11t Five-Year Plan, energy consumption per unit GDP
should be 0.98 tce per RMB by 2010. The energy-saving
potential is 628 million tce.
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The 11t Five-Year Plan includes a large amount of investment in
technological innovation and efficiency improvement for energy savings
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Such potentials can be attained through three main ways:
structure adjustment, technological advancement, and energy
saving management. Past experiences and recent research
results showed technological advancement contributed 1/3 to the
total savings, or 210 million tce. At about 2000 RMB of
investment per 1 tce energy saving, total investment required is
420 billion RMB during the 11 Five-Year period, or 84 billion
per year.
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The 11% Five-Year Plan includes a large amount of investment in
technological innovation and efficiency improvement for energy savings
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NDRC issued “Guidelines for implementing ten key energy
savings programs in the 11t Five-Year Plan.” 540 million RMB
have been allocated to 98 key energy saving projects, which
could leverage an additional estimated 6 billion RMB of
investment in energy efficiency. However, this is only 7% of the
total needed investment; realizing total investment is very
\challenging.
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Increasing investment in energy saving innovation and energy efficiency
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A sustainable energy strategy cannot ignore energy saving renovation and
efficiency improvement; However, energy saving investment heavily
impacted by market failure even in well developed market economies.
Energy saving in China will for a long time face significant investment,
technological, and information barriers. As a result, China needs policies to
influence and guide energy-saving efforts, especially powerful market-based
policies to expand the scale of energy saving investment.
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Increasing investment in energy saving innovation
and energy efficiency
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There are two ways to increase the energy saving investment:

1. Include energy saving projects in the national budget, including a
special fund for energy saving, and establish matching funds by local
governments. The main expenditure would be for R&D, engineering
demonstrations, commercialization of energy savings technologies,
service system construction;

2. A special energy saving fund, to spread mature energy saving
technologies and strengthen the “ten key energy saving programs."




( B — )

Increasing investment in energy saving innovation and energy efficiency
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Taxation policies must support energy saving:

1. Increase R & D budgets for energy saving equipment and product technologies;
150% of R&D costs should be excluded from the total sum subject to income tax.

2. Enterprises that purchase energy saving equipment and products - 30% of these
costs should be deducted from the income tax.

3. Enterprises that produce energy saving products - the income tax should be halved.

4. The depreciation years for energy saving products or for obtaining energy-saving
methods should be shortened.

5.  Fifth, all enterprises that import advanced equipment and products that cannot be
produced by domestic technologies should be exempt from duties and import
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Increasing investment in energy saving innovation and energy efficiency

3SIMAERMIFNE. BRFALRITRIE L BB GERITIL A TER
G, ETREEWHFEERERBHM, MAMTEINENER (2
BB XFNE; BATERFEERNG, RoOXEMBLRE
A, 3I8@LRITTATEMB SRR RoMAELVERHKESFRIT
%ﬂﬁ%ﬂﬂﬁgtﬁiﬂ’a?tbﬁﬂ, BREETREZIRMB ZITRESE
A {555 .

To increase financial support: the national development bank should

adjust the loan structure to give preferences to and increase the
volume for energy saving;

build mechanisms to guarantee energy saving investment and use
reduced interest loans to guide commercial banks to expand energy
saving loans;

give preferences to energy saving projects in approving process for
\issuance of construction bonds and enterprises’ shares.
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Increasing investment in energy saving innovation
and energy efficiency
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establish energy saving information dissemination system
includes:

Policy trends;
Energy saving investment guidance; and

Advanced energy saving technologies, techniques, and
products.




