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Your Trusted Partner for Success in China’s Green Market!

econet china is the only industry initiative for promoting Ger-
man Know-How for sustainability in China. Coordinated by
German Industry and Commerce Greater China (AHK/GIC), it
is dedicated to bridging German Green technology providers
with the Chinese markets by providing first-hand informa-
tion, networking and marketing opportunities.

econet china supports German SMEs in the sectors of build-
ing, energy and environment that are interested in entering
the market, strengthening companies’ positioning and ability
for exploring business opportunities in China.

With nearly 10 years of experience, econet china offers a
wide range of services that can benefit your business at dif-
ferent stages. From market intelligence to general marketing
coverage, from project leads to networking events. More tai-
lor-made activities are available to meet your specific needs
and connect you with your targeted industry stakeholders.

Learn more about econet china at www.econet-china.com or
contact the econet team at inquiry@econet-china.com
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China’s Perennial Air Pollution Problem - Light at the End of the Tunnel?

PEFEFSHEE — RiERka95EA?

Representing a major environmental challenge that
has led to increasing economic and social costs, China
has promised to take decisive action on the pressing
issue of air pollution. Ongoing efforts had produced
notable results before air quality took a turn for the
worse throughout late November and early Decem-
ber, with fine particle matter (PM) 2.5 levels hav-
ing reached as high as 1.400 and 900 in the cities of
Shenyang and Beijing, respectively, far exceeding the
recommended safety level of the World Health Or-
ganization (WHO) of 25 micrograms per cubic meter.
Guarding against rising pollution levels, on 7 Decem-
ber, Beijing’s municipal government issued its first-
ever red alert since the inception of the four-colored
air pollution alert system in October 2013. This means
that outdoor construction sites, schools and kinder-
gartens will be shut down, car usage will be notably
limited and factories will be instructed to slow down
or stop production altogether. A second red alert was
issued between 19 and 22 December.

Causes for Increased Air Pollution Levels

But what has led to this recent “airpocalypse” in North
China, especially around Beijing and surroundings? Be-
sides fumes from industrial production and dust from
construction sites, emissions from the ever-increasing
volume of traffic cause the air quality to deteriorate.

Furthermore, the concentrated burning of coal during
winter is a major cause for a worsening air quality. In
North China, 40 percent of energy consumed in ur-
ban buildings comes from coal-fired central heating.
Between 2005 and 2012 alone, average annual heat
consumption in Chinese households increased by 50
percent. This makes coal-fired central heating a key
contributor to an increase in air pollution levels in the
region. Another reason for the recent spike in PM2.5
levels is the weather. Humidity levels and air circulation
patterns play an essential role in increasing or decreas-
ing smog over urban areas. This is especially true for
Beijing, with large mountain ranges to the North and
West and many industrial areas to the East and South.
Relatively high humidity in usually dry November and
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Thick layers of smog blanketing China’s capital Beijing in early December
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December combined with absent North-West winds
have trapped the polluted air over vast areas of North
China and the capital Beijing in particular. Besides insti-
tuting counter-measures, such as closing down pollut-
ing factories or construction sites, only stronger winds
or rainfall can effectively lift the cover of smog over the
region. The rapid increase of air pollution in late No-
vember and early December was therefore a combina-
tion of weather and man-made factors.

China’s “War on Pollution”

In early 2014, Chinese Premier Li Kegiang declared a
“War on Pollution”. Almost one year earlier, China in-
stituted the Action Plan on Air Pollution Control and
Prevention (2013-2017), which provides a total of 261
billion EUR for investments into industrial and mobile
source pollution control and improving the energy
structure. The Action Plan represents China’s toughest
plan to combat air pollution so far and features ambi-
tious targets. The whole Beijing-Tianjin-Hebei region
for example needs to achieve a 25 percent reduction
in PM2.5 from 2012 levels by 2017, which would result
in 60 micrograms of PM2.5 per cubic meter in 2017
down from 89 micrograms in the year 2012.

Coal is one of China’s key targets in the war against
pollution, as the fossil fuel accounts for two thirds of
the country’s primary energy consumption, more than
one third higher than the world average. Actively tar-
geting coal as a major source of pollution, the action
plan calls for a negative coal consumption trend and
bans the construction of new coal-fired power plants
in the Beijing-Tianjin-Hebei, Yangtze and Pearl River
Delta regions along the eastern and southern coast of
the country. Additionally, China aims to
achieve a reduction of the proportion
of coal in the energy consumption mix
to 65 percent by 2017. Going one step
further, in early December 2015, the
central government also announced
that it will upgrade coal-fired power
plants to reduce discharged emissions
by 60 percent before 2020, effectively
saving around 100 million tons of coal
and 180 million tons of carbon diox-
ide annually. China’s measures to curb
coal consumption, in connection with
the country’s economic adjustment,
have already produced notable results.
Overall consumption of coal fell by 4.7
percent year-on-year between January
and October to 3.23 billion tons.
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Air pollution levels in Chinese provinces in the first quarter of 2015
20155 F—FEHESESREEY
Source / BIFFE: qz.com
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Coal is also on the Beijing municipal
government’s radar. The capital,
known for its bad air, plans to sub-
sidize residents of its rural districts
with 53 million EUR to replace over
1.8 million tons of low-quality with
high-quality coal. This is insofar rel-
evant as more than 22 percent of
coal samples from Beijing, 26 per-
cent from Tianjin and more than
every third sample from the prov-
ince Hebei, which encloses Beijing
on all sides, failed to meet national
standards for coal quality, making
the use of low-quality coal another
important source of air pollution
in the region. Further targeting the
CO,-laden fossil fuel, the municipal
government has ordered the clo-
sure of all major coal-fired power stations by the end
of next year. Beijing’s policy makers have also identi-
fied the rapidly rising traffic volume as a key source of
pollution. Planning to adopt the world’s strictest emis-
sions standards for vehicles beginning in late 2017,
standard light vehicles must cut their emission output
by 40 percent while heavy motor vehicles, such as
buses, need to reduce their emissions by half.

Improvements in Air Quality

Since its announcement in 2014, China’s war on pol-
lution has produced visible results. Data from Green-
peace East Asia shows that pollution levels in China
on average decreased by 16 percent year-on-year in
the first half of 2015. The average concentration of
PM2.5 in 74 major Chinese cities went from 72 mi-
crograms in 2013 to 54 micrograms per cubic meter
in the first ten months of 2015. The capital Beijing in
particular was able to reduce air pollution in a major
way, as average PM2.5 concentration fell by over 20
percent compared to 2014 levels. However, Beijing’s
average PM2.5 concentration of 78 micrograms is
still more than double the government target of 35
micrograms and three times the WHO standard. Fur-
thermore, over 80 percent of Chinese cities still fail
to meet national air quality standards. Nevertheless,
China’s year-on-year improvements have shown that
despite the recent “airpocalypse” that veiled Beijing
and the surrounding areas in a thick layer of smog,
the decrease of average PM2.5 levels — partly due to
favorable weather conditions — is definitely an impor-
tant step in the right direction.

Coal-fired power plants are a major source for air pollution in China
MR B EE S SR EERF
Source / BB asiatown.net
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To celebrate innovative German energy efficient tech-
nologies and services, German Industry & Commerce
Greater China Beijing on 30 October 2015, with the
support of the German Ministry for Economic Af-
fairs and Energy (BMWi), held a presentation of five
selected building projects in Beijing. More than 100
participants from German and Chinese ministries, en-
terprises and organizations of the building sector in
China as well as media representatives attended the
one-day event series, comprising of a factory visit, ex-
pert symposium and official award ceremony.

The Showcase was organized within the framework
of the Energy Efficiency Export Initiative of the BMWi,
which has supported, already since 2007, especially
German small and medium enterprises (SMEs) in es-
tablishing and expanding their business relations in
China and other countries.

During the morning session, participants were invited
to join an excursion to Boysen Exhaust Systems’ new-
ly-constructed factory and administration building in
Langfang in North China’s Hebei province — represent-
ing one of the five selected projects of the Showcase.
Michael May, General Manager of Boysen Exhaust
Systems in Shenyang as well as Dipl.-Ing. Gary Su and
Jochen Geschke of the cooperation partner Shanghai
CND Construction Consulting took the
guests on an exclusive tour, in order to
illustrate the applied energy-saving so-
lutions of the industrial plant. The over-
all complex consists of a production
and logistics area as well as a three-
storey office building. During the visit,
participants had the chance to experi-
ence the production facilities and Ger-
man building technologies first-hand.
The different systems installed in the
building, such as the lighting or cool-
ing systems, centrally converge and are
monitored and regulated by a custom-
ized building automation system, guar-
anteeing optimal energy usage and
production operations.
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Exclusive visit of the factory and administration building of Boysen Exhaust Systems in
Langfang, Hebei province
ST TIL G R FE SFRAFIRLT L) FIDLXEE
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In the afternoon, an expert symposium in Beijing, as
the second part of the Showcase, was opened and
hosted by Mike Hofmann, General Manager of Ger-
man Industry & Commerce Greater China Beijing. In a
subsequent welcoming speech, Gunnar Will from the
BMWi provided an overview of the Energy Efficiency
Export Initiative and highlighted the importance of ef-
ficient energy-saving technologies and products for
China. As a substantial percentage of total emissions
in China stems from the building sector, in particular
from heating and cooling, energy efficiency and inno-
vative building technologies are central elements for
reducing energy costs and curbing the overall output
of carbon emissions.

Subsequently, Dr. Stefanie Schmitt from Germany
Trade and Invest (GTAI) informed the participants
about green building in China from a German per-
spective. Despite the many energy saving initiatives
launched in the Chinese building sector during the past
years, there still remain a number of challenges when
it comes to implementing solutions, offering market
opportunities for German green building technologies
and know-how, especially in the areas of energy ef-
ficient elements, vocational training as well as passive
house materials. As green building also needs to be
economically viable, further opportunities arise in the
context of raising China’s green building standards.

Following the keynote speeches, representatives of
the five selected buildings — exemplifying a broad
spectrum of innovative German energy efficiency
technologies — held presentations that offered unique
insights into each of the projects.

AXTF EXRMETFEITERTHE_BOE
ERFAR. BEIBRSIEEARLBEZEMike
Hofmannfe £ EHFHEN. EMERIRIEEY, f5E
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Mike Hofmann, General Manager of German Industry & Commerce Greater
China Bejfing, opened and hosted the expert symposium in Beijing
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The Showcase highlighted German solutions for enhancing building energy efficiency and informed about related market opportunities in China
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Stefan Schirmer and Yang Zhang from the German En-
ergy Agency (dena) informed the participants about
the “German-Chinese Efficiency House” in the North
Chinese city of Harbin. The residential building excels
for example in the area of heat recovery technology,
achieving a 75 percent recovery rate. The application
of energy efficient windows and doors in North Chi-
na’s cold climate was therefore paramount. Addition-
ally, intensive training on construction sites proved to
be essential, in order to transfer the necessary know-
how to the on-site construction workers.

Introducing the “Xingfubao Certified Passive House
Project” in Urumgi in West China, Bernd Franke from
ifeu — Institute for Energy and Environmental Re-
search Heidelberg and Bo Xiong of Dacheng Industrial
highlighted the integrated concept of the mixed-usage
building. Housing residential as well as office and busi-
ness units, the building represents the first in China’s
cold climate zone to be certified by the German Pas-
sive House Institute (PHI), achieving a more than 80
percent energy savings rate for heating, compared to
new buildings in Urumgi. After a coffee break, which
participants used for further discussion and network-
ing activities, Dr. Dirk A. Schwede from energydesign
Shanghai provided insights into the “German Enter-
prise Centre” located in the German-Chinese Ecopark
in Qingdao. The project, with a 45 percent energy sav-
ings rate compared to Chinese reference buildings,
combines sustainable, green technologies with Ger-
man architecture, achieving a windows coverage rate
of up to 40 percent.

Prof. Dr.-Ing. Mike De Saldanha and students from the
Darmstadt University of Applied Sciences focused in
their presentation on the cooperation aspect of the
“Sino-German Energy Conservation Demonstration
Center” in Shenyang. German and Chinese students
together designed the architectural concept of the
demonstration building that incorporates both, re-
gional Chinese building materials and German green
building know-how and products to make for a con-
necting atmosphere.

In a concluding presentation, Dipl.-Ing. Gary Su, on
behalf of Boysen Exhaust Systems, shared further in-
sights into the factory and administration building in
Langfang. Making industrial production more sustain-
able, the building achieves a 50 percent energy savings
rate. Intelligent systems, for instance for heat recov-
ery from industrial fumes and exhaust air or the inno-
vative sunlight management and lighting systems that
dynamically adapt to changing daylight conditions,
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Participants during subsequent discussions and networking
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LEISTUNGSSCHAL —

Deutsche Energieeffizienzlésungen

Gebiuden in Nordchina

All five selected buildings were officially awarded and presented to participating decision makers and stakeholders of the Chinese building sector

FEEFRELRIRFEEDIUE T 1T R TE LR

guarantee the sustainability of achieved energy effi-
ciency savings. Describing the five pioneering building
projects and involved German enterprises and institu-
tions in detail, German Industry & Commerce Greater
China Beijing published a bilingual German-Chinese
brochure in connection to the symposium.

During the event’s concluding session, an award cer-
emony marked the highlight of the Showcase. For the
successful application of innovative energy efficiency
solutions “Made in Germany” in North Chinese build-
ings, all five selected projects were officially awarded
by Gunnar Will of the BMWi, Georg Leube from the
German Embassy in Beijing and Mike Hofmann from
German Industry & Commerce Greater China Beijing.
In connection to the celebratory session, a dinner to-
gether with the participating stakeholders of the Chi-
nese building sector offered additional opportunities
for extended discussions and networking activities.

The Showcase successfully presented the achieve-
ments of the five pioneering building projects and
further strengthened the awareness level of German
products and solutions for building energy efficiency.
Moreover, it provided a useful platform for future co-
operation among German and Chinese stakeholders
in the field of green building in China.
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The Passive House for an Energy-Optimized Production Site in North China

A contribution by Ludwig Rongen, RoA Rongen Architects

AR R E M EE RN £ - 1A
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From 30 November to 12 December 2015, represen-
tatives from 196 countries were deliberating on the
topic of climate protection during this year’s United
Nations Climate Change Conference in Paris. Their
aim was to find sustainable solutions on how to re-
duce CO, emissions in the long term and mitigate the
risks and effects of environmental disasters caused
by a changing climate. In the run-up to Paris, at the
end of June 2015, China submitted its Intended Na-
tionally Determined Contribution (INDC). In it, China
has promised to peak emissions by 2030, lower emis-
sions per unit of GDP by 60 percent to 65 percent from
the 2005 level, increase the share on non-fossil fuels
in primary energy consumption to around 20 percent
and raise the forest stock volume by around 4.5 billion
cubic meters compared to the 2005 level.

Although China has been at the forefront of promot-
ing sustainable development in recent years, danger-
ously high air pollution levels throughout late Novem-
ber and early December caused Beijing’s municipal
government on 7 December to issue its first-ever red
alert, strongly recommending citizens not to leave
their apartments or at least to wear a protective mask
when going outside. As over one third of energy con-
sumed in urban buildings in China comes from coal-
fired heating, finding solutions to minimize building
energy demand becomes essential. In terms of green
building solutions, the passive house standard is the
globally-acknowledged, highest standard in energy
saving building construction. Incorporating locally
produced building components into the construction
process is key in establishing an ambitious while at
the same time affordable passive house standard for
buildings in China.

“Green Manufacturing” in Northeast China’s
Heilongjiang Province

Sayyas Windows Co., Ltd. in Harbin, the capital of
Northeast China’s Heilongjiang province, is China’s
biggest timber window manufacturer and produces
passive house windows certified by the German Pas-
sive House Institute. So far, the company has manu-
factured passive house windows covering more than
50.000 square meters for energy efficient buildings in
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Aerial perspective of the overall project
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China. To prove that the manufacturing of energy sav-
ing building products can also be accomplished in a
low-carbon environment, the new window manufac-
tory of Sayyas in Harbin — under construction since
September 2014 — was itself designed according to
the passive house standard. Upon completion, the
project will be the first passive house manufactory in
China and the largest one worldwide.

The challenge of creating this highly energy efficient
window manufactory in line with the passive house
standard was brought to Prof. Dipl.-Ing. Ludwig Ron-
gen and RoA Rongen Architects in 2012, a company
with many years of expertise in the field of passive
house construction in China. The size of the ambi-
tious passive house project is around 70.000 square
meters, including a passive house office building with
around 5.000 square meters. After completion of the
building phase, the overall production site will con-
sist of approximately 200.000 square meters in total.
During the early stages of the building process, RoA
Rongen Architects selected a curtain wall instead of
a composite thermal insulation system for the office
building and production hall, even though a compos-
ite thermal insulation system would have been able
to easier manage thermal bridges. In the case of the
curtain wall, the architects needed to handle thermal
bridging due to the necessary connections between it
and the bearing construction. Nevertheless, a curtain
wall made from metal combined with mineral wool
for thermal insulation presents a solid and recyclable
solution, taking into account the building’s lifecycle.

Besides its minimized energy consumption, the new
production site will feature a variety of sustainable
low-carbon solutions:

* All applied materials are recyclable

® Photovoltaic panels will supply the production site
with green electric power

® Only environmentally friendly timber windows are
used

* A heat recovery system uses waste heat to warm up
the buildings during winter

Overall, the new manufactory is an innovative, for-
ward-looking example of how to realize a sustainable
certified passive house production site while positive-
ly contributing towards a greener environment.
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Thermal insulation of the production hall
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,~The New Norma
Energy Policy?

A contribution by Cora Jungbluth, Bertelsmann Stiftung

— New Perspectives for China’s Environmental and

RS — PEMRRER BRI A?

SkENBEREEESMICora JungbluthIEB =

China’s development model has been characterized
by the primate of quantity for three decades. Putting
it sharply, the Chinese recipe for development was to
increase economic growth, no matter the price. From
the 1990s onwards, the country achieved high, par-
tially two-digit growth rates. In 2009, China replaced
Germany as the “export world champion” and in 2010
it displaced Japan from place two of the largest econo-
mies in the world. According to the World Bank, about
400 million Chinese have been lifted out of absolute
poverty since the end of the 1980s. This rapid eco-
nomic development, however, has also led to a con-
tinually increasing demand in energy and resources,
with devastating consequences for the environment
and the people. At slightly above 28 percent, China
had the highest share in the global CO, emissions in
absolute figures in 2013 and about a third of the water
reserves are considered highly polluted. In addition,
more than one third of the soil is affected by erosion
and desertification and some Chinese cities can even
be classified as uninhabitable due to the intense air
pollution.

The country will be fighting the consequences of its
unsustainable development for more than the fore-
seeable future in its economic and social develop-
ment. This will also have a considerable effect on the
global economy due to the sheer dimensions of the
problem. China’s energy mix is one of the main causes
of these environmental problems. While renewable
energies and hydropower — in spite of rapid increases
in recent years — account for barely ten percent of the
primary energy consumption, coal is still the main en-
ergy source with a share of about two thirds. Many
Chinese households also use it as fuel. This drives up
China’s CO, emissions and fuels the omnipresent air
pollution. The global problem of climate change is
therefore closely linked to China’s energy policy, and
especially the question of how China wants to reduce
its dependency on coal and thus its emissions.
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China therefore was in
the spotlight during this
year’s climate confer-
ence (COP-21), held from
30 November to 12 De-
cember 2015 in Paris.
In its Intended National
Determined  Contribu-
tion (INDC), the country
intends to reduce its CO,
emissions by 60-65 per-
cent by 2030, as com-
pared to 2005. Until re-
cently, China mainly saw
the industrialized coun-
tries as being responsible
for climate change. Al-
though Chinese President
Xi Jinping in his opening
speech in Paris declared
that climate change could
only be fought through
international  coopera-
tion, he also emphasized the continued need to con-
sider different national circumstances when reducing
emissions. However, since China is now also massively
suffering from the consequences of environmen-
tal degradation and climate change, there is a good
chance that the government will actually put its INDC
into practice.

Formally and on paper, the connection between
the environmental and economic development has
played a role in China for quite some time: In 1972,
the country participated in the UN Conference on the
Human Environment (UNCHE) in Stockholm. It passed
its first environmental law as early as in 1979. In the
two following decades, however, economic growth
moved to the forefront. Only the 9th Five-Year Plan
(1996-2000) mentioned the subject “Protection of the
Environment” again briefly. Since the 10th Five-Year
Plan (2001-2005), it has been given an entire chapter,
reflecting its increasing political importance and rising
awareness on the highest decision-making level. The
implementation in practice, however, has been lag-
ging behind official declarations, since development
of the economy was not to be impaired. In many plac-
es, problems have grown worse instead of becoming
better in the last years, leading to increasing local en-
vironmental protests in the population, for example
from the urban middle class, increasingly putting pres-
sure on political decision-makers.

Coal briquettes commonly used for heating and cooking in China’s capital Befjing
IR IR BB S AR R
Source / EIS-5E: Cora Jungbluth
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The shrinking of China’s economic growth rates since
2012 reflects a more recent development that might
open up new perspectives for China in sustainably
tackling its environmental and resource problems,
as it directly leads to dropping energy and resource
consumption. At the same time, the country is in the
midst of a wide-ranging reform process, rebalanc-
ing its development model and moving away from
a purely quantity-based towards a “New Normal”,
quality-centered growth model. According to calcula-
tions from Bertelsmann Stiftung and Prognos AG, the
Chinese economy on average will grow by only 5.4
percent annually until 2035. The government may use
this situation to propel the project of a “green low-
carbon economy”, announced in the 12th Five-Year
Plan (2011-2015), substantially forward. The reform
program, passed in November 2013, already con-
siders the changed framework of China’s economic
development and suggests possible focus areas for
China’s future environmental and energy policy: The
“polluter-pays-principle” is to be applied more strong-
ly, the environmental administration is to be made
more independent and — particularly relevant in light
of more transparency and independence in adminis-
tration — government officials are to be held respon-
sible life-long for environmental damage.

Apart from this, energy consumption is to be made
more efficient and emissions of environmental haz-
ardous substances by companies and households are
to be reduced. The industry-political strategy “Made
in China 2025” announced in 2015 provides measures
for the development of a “highly efficient, clean, low-
carbon, recycling-based green production system” by
2025. One key factor for this will be the sustainable
adjustment of China’s energy mix. The draft of the
13th Five-Year Plan (2016-2020), to be passed in the
spring of 2016, even speaks of an “energy revolution”
in this context. Development of renewable energies
is to be accelerated and clean use of fossil fuels, such
as the intensified use of clean coal and the safe use
of nuclear power, are to be promoted. In the trans-
port sector, development of public transport and rail-
bound traffic as well as the use of bicycles — once the
preferred means of transport in Chinese cities — are
declared goals. Additionally, the Chinese government
continues to further promote electric mobility and
new energy vehicles (NEVs).

Most of these measures, however, are not new but
based on pre-existing plans and projects. According
to the Mid- and Long-Term Plan for the Development
of Renewable Energy (MLPDRE), passed as early as
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Composition of China’s primary energy consumption in 2014
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2007, the share of renew-
able energies (including
hydropower) was to reach
10 percent of the primary
energy consumption by
2010. With approximately
8.2 percent, the target was
not reached, since develop-
ment and use of renewable
energies turned out to be
more difficult (e.g. infeed
and transport) than expect-
ed. The Chinese govern-
ment nevertheless appears
to stick with its 15 percent
renewable energy target
for 2020. Another plan in-
tended to close small coal
mines with a mining vol-
ume below 90.000 tons per
annum between 2005 and
2008, to remove outdated
production capacities and
to reduce overall coal usage. At the end of the period,
1.057 mines had been closed, only amounting to 7.5
percent of all coal mines scheduled to be closed.

The environmental and energy policy situation in
China shows that the Chinese central government is
willing to implement painful measures to further en-
vironmental protection and adjust the country’s en-
ergy mix. However, apart from technical problems,
effective implementation is still difficult to achieve: At
dropping economic growth rates, a growing economy
still remains the top priority; resulting in the fact that
clean, efficient and economically viable energy con-
sumption may remain “nice-to-haves”.

The same is true for China’s contribution in fighting
global climate change. The country — not being alone
in this assessment — will continue to show increasing
international commitment as long as this does not
lead to any major national disadvantages. Due to the
urgency of problems and disasters related to climate
change occurring in China and all over the world, a
sustainable redesign of China’s environmental and en-
ergy policy should be a key priority for the country’s
top decision-makers.

The views set out in this article are those of the author
and do not reflect the official opinion of the Bertels-
mann Stiftung.

Air pollution in China’s largest city Shanghai, in the eastern Yangtze River Delta
HERA T LBHIZ S TR
Source / B E: Cora Jungbluth
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Phasing Out Nitrous Oxide Emissions in Nitric Acid Production
— International Action Group Initiated by Germany

A contribution by Silke Karcher, German Federal Ministry for the Environment, Nature Conservation, Building and Nuclear Safety
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On the sidelines of the COP21 Climate Conference in
Paris, Germany has launched a new initiative: The Ni-
tric Acid Climate Action Group. The vision is to phase
out of nitrous oxide (N,O) emissions from nitric acid
production by 2020. This article provides an outline of
the initiative.

Why targeting N,O from nitric acid production?

Nitric acid is used mostly as a raw product for nitrogen
fertilizer production. Manufacturing will therefore
continue as it is needed for food production. How-
ever, a by-product of nitric acid production is nitrous
oxide (N,O). N,O has a GHG-effect 264 times higher
than CO,. The bad news: In many cases the N,O is just
vented into the atmosphere. The good news: It can be
abated easily and at a low cost. However, a significant
part of nitric acid-producing installations worldwide
are not abating, especially in developing countries
and economies in transition. In nitric acid production
around 8.85 kg of N,O are created unintentionally for
every ton of nitric acid produced. This corresponds to
around 2.3 tons of CO, equivalents for each ton of ni-
tric acid. Abatement is achieved mainly through N,O-
destroying catalysts in the production process or in
the tail gas treatment. Abatement efficiency reaches
up to 97 percent, depending on the technology used.
Current average abatement rates are often somewhat
lower than that, with abatement costs estimated at
about 1 to 3 EUR per ton of CO, equivalent.

From carbon market projects to sector transformation

Over the last decade, the international carbon mar-
ket had incentivized abatement in many installations
via clean development mechanisms (CDM) and joint
implementation (JI) projects. About half of the ni-
tric acid production facilities in developing countries
were covered by CDM projects. Installing abatement
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technology is therefore
easily achieved, provided
the necessary will is there.
In total, about 100 CDM
projects were registered in
the nitric acid production
sector. In China alone, 44
CDM projects were regis-
tered, followed by eight in
India, five in South Africa
and four in Brazil. However,
with the carbon market
currently not offering prof-
itable prices, even installa-
tions that once mitigated
N,O are now stopping to do
so. Usually, the crucial deci-
sion is whether to invest in

WNitric acid’s mamn industrial use /s for the proauction of nitrogen fertijizers

replacing a used-up cata-
lyst or not. Also, for lack of
incentive, almost no new
abatement projects are getting started.

BRI EET W EFEL T

The cumulated mitigation potential until 2020 is es-
timated at well above 200 million tons of carbon di-
oxide equivalents (CO,e). That corresponds to more
than eight times the annual emissions of the Nether-
lands. This potential can be addressed nationally by
emission standards, by including the installations in
a national Emission Trading Scheme (ETS) directly or
as an offset, or via other economic incentives. In the
European Union N,O from nitric acid production is in-
cluded in emissions trading. Before, it was regulated
via emission standards. Since 1990 overall emissions
were reduced by around 95% in Europe. China is cur-
rently addressing a similar problem through economic
incentives: the destruction of HFC-23, fluoroform, an
unwanted by-product of producing HFC-22. Accord-
ing to China’s INDC, the country will “achieve effective
control of emissions of HFC-23 by 2020.” Initially, HFC-
23 abatement had also been incentivized by the CDM.
The strategic idea of the Nitric Acid Climate Action
Group is to build on the mitigation the carbon mar-
ket had induced in the sector and combine supporting
and incentivizing pre-2020 mitigation efforts with the
transformative intent to achieve self-regulation by im-
plementing countries as early as possible. To this end,
the group is offering consultation and, where deemed
necessary, also help in financing abatement until
2020. By 2020, strategies for sustainable abatement
can be developed and post-2020, these potentials are
expected to be part of the core of each country’s own
contribution.

Source / BB Amazone GmbH & Co. KG / Wikimedia
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Discontinued before

Termination of mitigation activity before,

Aim for renewed Continue outside

Project Type o . . .
end of crediting period  upon or shortly after end of crediting period of CDM
crediting period
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Nitric acid identified as the project type most vulnerable of stopping GHG abatement
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How does the Acid Climate Action Group address the
issue?

The Nitric Acid Climate Action Group offers informa-
tion on global, regional and national abatement po-
tentials, available technology and estimated costs
as well as successful political instruments to ensure
abatement. The group provides financial support for
the development and implementation of abatement
strategies and helps with financial analysis, including
due diligence support. The idea is to work together
with governments who are willing to commit to intro-
duce or maintain lasting N,O abatement in the nitric
acid producing sector. Those countries are invited to
join the group. The German Ministry for the Environ-
ment offers to enter into dialogue with any country as
well as business organizations and companies consid-
ering making this commitment. Generally the group
initiated by Germany is offering consultation on tech-
nical and regulatory issues concerning N,O abatement
in nitric acid production. Where deemed necessary
grants for financing country specific expertise are pos-
sible.
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Depending on specific circumstances, such as for ex-
ample the economic strength of an interested part-
ner, the action group can offer help in financing abate-
ment for an intermediate period. Prerequisite for any
financing of abatement is the commitment to ensure
lasting abatement.

Financing of abatement will be result-based, meaning
that payments are disbursed ex-post upon successful
monitoring and third-party verification of the abate-
ment. Buying CERs generated by the abatement is
generally seen to be the most straightforward way in
achieving this goal. Since methodologies are available
and registration of projects can be quick this applies
not only to existing CDM projects but also to installa-
tions which are only starting abatement.

Who can participate?

All countries and institutions who want to support the
aim of the Action Group are invited to sign the dec-
laration “Transforming a sector — N,O abatement in
nitric acid production”, available on the group’s web-
site. Countries willing to contribute financially or to
introduce and maintain N,O abatement are invited to
join the group.

Currently the German Ministry for the Environment
is in conversation with potential participants. This in-
cludes several countries considering joining as donors,
several countries considering joining as implementing
countries as well as several companies interested in
supporting the initiative. The group explicitly invites
countries already addressing the issue through na-
tional strategy, or intending to do so, to join.

The full potential

If N,O from nitric acid production can be phased out
by 2020 that could lower the mitigation gap (i.e. the
amount of GHG emitted too much for staying on a
2° compatible pathway) by 70-80 million tons of CO,
equivalents, or the current total emissions of Portugal.

The total potential 2016-2020 is 300-400 million tons
of CO, equivalents, the potential to be realized as part
of each countries climate strategy from 2021-2030
amounts to 600-800 million tons. The initiative has
set out to help making sure that as much as possible
of these GHG emissions will not occur.

Further information is available at
www.nitricacidaction.org
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Politics

Paris COP21 — A Historical Step against Global Warming

A contribution by Thomas Forth, German Federal Ministry for the Environment, Nature Conservation, Building and Nuclear Safety

F2BEREESEZMHMARSE — WnEXRTENHEEL X

REREBRIIME, BRI, iR £588YThomas ForthfI=EIx =

“The Paris Agreement is a victory for people, for the
common good, and for multilateralism. It is a health in-
surance policy for the planet. It is the most significant
action in years to upload our Charter mandate to save
succeeding generations.” UN Secretary General Ban Ki-
moon and others spoke on the Paris Agreement with
numerous superlatives. German Chancellor Angela
Merkel called it just the historical turning point in fight-
ing global warming. The reason why international cli-
mate negotiation reaches such a positive outcome is
two-fold. At the one hand, one could feel a prevailing
mood of parties to take this step now, however nearly
until the end the afterwards achieved consensus was
challenged. At the other hand, the brilliant French di-
plomacy managed to involve all parties in an active and
productive role, even if they have brought forward po-
sitions far outside the mainstream thinking.

195 nations agreed
to the Paris Agree-
ment. At the end,
it was a victory for
multilateralism and
much more than
expected in recent
months.  Indeed,
the new climate
agreement  over-
comes the limita-
tions of the Kyoto
Protocol and pro-
vides a framework
for the upcoming
decades. Especial-
ly the bifurcated
limits of the Kyoto
Protocol that di-
vided the world
into two camps —

Lo~

(BRNE) EARNMF, MEENE, WEH0
F MA9HER), X E— XU ERAYE RIRIEBUR . X2
ZERIEREBIFIVEARERNENRERETH. "
BREERBREEXIHERSNSARK (B2
) FRiE, BES BN REERZ AR ERE
BRRI LT AR, EFRSURBFIA R FE— P RRIREE
RENENRRE. —EAMNTLURE—FMIEER
BITHNERRBE  RERRBIEMNITREEZH
k. B— A ERBIEEEDTTIKEESTTHNEMR
BEgirtmes, BMERMNRELHNMZEIRER

EmBE,

1S5TMEREET (BEDE) . REXR—1S8
EXBIEF, AMEERELLE LA BRI E
Z, BX L, FRISIEMNER Y (FERNES) /Y
BRI, FFARKILTFRMETIER. HHZERT

The Paris Agreement represents a historical step against global warming
(BRIE ) EXRLIRTERID L1
Source / EFE: un.org / Mark Garten

developed and de-
veloping countries

Page 20/ 5520 December 2015 1285¥)




Leaders and representatives from 195 countries debated and agreed on a binding agreement in Paris
BEITETIEE (BFRRIVE) H9195E1FSA FIEFE
Source / EIF-FE: UNFCCC BESEITIRZHAEZLE)

—have been resolved. On the basis of the Paris Agree-
ment, all parties contribute to fight global warming.
Nevertheless, the real differentiation between parties
is well reflected in the light of national circumstances.

Important Orientation given with the Preamble

The preamble lays the fundament for the agreement
and serves as a valuable source of orientation for fu-
ture climate action, which we should keep in mind
while undertaking concrete activities. Clear progress
has been achieved regarding the global objective to
reach an emission pathway consistent with keeping
the increase in the global average temperature to well
below 2 °C above preindustrial levels and pursuing ef-
forts to limit the temperature increase to 1.5 °C above
preindustrial levels.

Furthermore, climate change is acknowledged con-
sistently as a common concern for all of humankind.
That means that parties — when taking action to ad-
dress climate change — should respect, promote and
consider their respective obligations on human rights,
the right to health, the rights of indigenous peoples,
local communities, migrants, children, persons with
disabilities and people in vulnerable situations and the
right to development, as well as gender equality, em-
powerment of women and intergenerational equity.
This enumeration lists the key interests and potential

(REWER) —oA—REMRMY , BEHF SR
EERMKRTERENES. S EEBE (B2
TE) REM EAX e REEMLEHTRE. Amfttilz
BRIEEXBAIEMAINEE.

AENEESHEER

RIS AMEE N TEHM , BIERRRSRTHIES
RBMERIRIR , BAIMZERI TR TR BT ZIZE
iC. AR EKBIRDEEISHREERE , Bin2H
MERARFEXHYRE TR FEFEE2E
VAR, F S ERRGIEL SELIA,

HIMIRZ AR NN IR E ARHEBEXRIERIEE. X
BRESRBUTHN G SIRZMRT, NHEE. (i
MEREISMEHANRER. BHK, BE. JLE.
TIREFHAN, RN KB, ENZEEE
MEBSEAFIARRTFAL. RIS FIE TR ARRIESIR T
sNPRIEEF TAEERRE. BNET AT 54
KBNS (BRINE) EENH. FLaSaE
TR AMER SRR 2284,

EREEREELERHECHRE

NEMISMMERBERMNMA/LFEE T2 HA
FTERIHEE | AMTEZLTISMNE TS, BXR
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concerns which have to be reflected in climate action.
Otherwise, sustainable development and conformity
with cooperative mechanisms of the Paris Agreement
will not be obtained. The preamble thus contains a
long-term perspective and sound architecture for in-
ternational cooperation.

INDC promises higher Ambition

With now 188 INDC — covering almost the world’s total
emission output — the question of ambition has been
discussed intensely. Analyses of the INDC have shown
that although the direction is right, the level of emis-
sion reductions is still significantly lower than needed.
The temperature increase is more likely to reach 3 °C
than 2 °Cor 1.5 °C. To put it bluntly, the gap to step on
the required pathway has to be reduced as soon as
political consensus can be attained. The momentum
from Paris may further the progression in national
contributions over time. The Paris Agreement under-
lines with serious concern the urgent need to address
the significant gap between the aggregate effects of
parties’ mitigation pledges in terms of global annual
emissions of greenhouse gases (GHG) by 2020.

Act Pre-2020

The agreement also stresses the urgency of acceler-
ating the implementation of the convention and the
Kyoto Protocol in order to enhance pre-2020 ambi-
tion. Pivotal progress in decisions for the second com-
mitment period has been achieved at the Paris Con-
ference, too. The expectation on enhanced pre-2020
ambition stems from the fact that there is a chance to
lay a solid foundation for enhanced post-2020 ambi-
tion. This means that climate mitigation should focus
on effective long-term and transformative mitigation.
Having said this, it must be stressed that not harvest-
ing low-hanging fruit is a pre-condition to mobilize
resources for more cost-effective and strategic mea-
sures. If there is a common understanding the agree-
ment speaks about, climate change mitigation action
may be managed on a basis of economic rationality,
allowing for “long-term effectiveness, meaning em-
phasizing the enduring benefits of ambitious and early
action, including major reductions in the cost of future
mitigation and adaptation efforts.”

Pre-2020 ambition also means to see the world as it is.
There are still a large number of countries — not only
the least developed countries (LDCs) — where the basic
needs of the population cannot be entirely met. One
of the universal challenges is access to sustainable en-
ergy. This is especially true for Africa but can be solved

BERBIDITESR, BRTRETH, ERHEIKFE
MARZRTAE. AT RINREEFSEKIAS
B MARZENRERI2EEL.E., BRI, —8
BUA LAREER , Bl RN AR EE. BEREY
BAAREH—TERKERTMAAE. (ERHE)
SRV, B R EERELISTRER2020F£KEE
SR (GHG) FiRAFSEZ AN EZEZ R,

2020RIRY47EN

(BRMDE) BRI T INRLFELLIM (FEWE
) FEEM, LUERZI2020F 2 FIHED. EER
R EBIAR T R FB A EERRXEHIZRE.
XHIRREI2020F ZRIE ORISR T XE—1F
L, BB AER2020F 2 [FRIE 0T TR STEALRY
Nz, XEW®RE  SRBEHNERT B A RS
MK, REXDIGEE , BB AENRIEERE
BREMENBERRSRINTREGERER MR
AR, AR (BRINE) RH T— N 0RANE , B
MBHESMRR W THEERF SRR L
17, FRE "KPERY  tH R EESASIT
BEITaIROIF S ar , B ERE LA EIRHRF AR TAF
IR, "

2020FZRINEOBEREEEIHRAIBR. 524
BAENERTHETEREARNERTE XN
FETRERNERF. — B &REIXER
FEEEER. XMERAEIEMICAEE  X—EATE
I INSER BAERETRAYA RRARIR, IR T—EHXAIE
KB, (BERINE) EHE T RIXERMNEFHFE
€. BATREHERNEEEY. XFEUTRRI
A975 0. LARESEINGR & FRPE 22020 F A1 Ta1 9 E
IR ST,

Chinese President Xi Jinping during his speech at the Paris COP21
Climate Conference

T FEEEEERSESIEE XS L5

Source / ES-FE: scio.gov.cn
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through the enhanced deployment of renewable en-
ergies. Besides certain regional specifics, the agree-
ment recognizes an overall necessity of enhancing the
provision of finance, technology and capacity-building
support by developed countries. This support needs
to be provided in a predictable manner with the goal
of enabling increased pre-2020 action by developing
countries.

The backbone of the Paris Agreement is the magni-
tude of commitments, contributions and engagement
of all parties involved. Furthermore, awareness has
grown that there are important stakeholders — of-
ten with their own capacities — acting against climate
change and climate resilience. On this grounds, it is
an important step forward that the agreement calls
for stronger and more ambitious climate action, per-
formed not only by all involved parties, but also by
non-party stakeholders, including the civil society, the
private sector, financial institutions, cities and other
sub-national authorities, local communities and in-
digenous peoples. Almost 700 major cities, regions,
companies and investors from around the globe have
promised to quickly and effectively help implement
the Paris Agreement and accelerate the transforma-
tive changes needed to meet the climate change chal-
lenge. Especially the civil society will be playing a pow-
erful role in tackling the challenge posed by a warming
planet.

Cooperative Character of the Paris Agreement

With utmost urgency, the new agreement not only
asks for increasingly higher domestic ambitions over
time, but also builds on the spirit of cooperation. En-
gagement of all parties in this sphere is more than de-
sirable. A considerable number of INDC have differen-
tiated between the domestic level of ambition, which
they can achieve alone, and an additional area, where
international cooperation and support is stated as a
precondition. Even if most descriptions of the sphere
of international cooperation are looking vague, they
contain the basis for further elaboration. Through
a “drill-down exercise”, aiming to shape general de-
scriptions of climate mitigation actions down to a cer-
tain degree of concreteness, the need for cooperation
could be rational and convincing. Even if international
support and cooperation is needed, host countries
should reflect on their role in cooperative climate mit-
igation action and where it is appropriate and feasible
to pursue a development strategy of self-regulation.
This is to avoid windfall gains, a re-defined addition in
a political sense.

(BEZihE) FERS SR RE. WHFELIRY
BE. ME , EERRENEIRERT, tIEIFEE
FSEEIRF R SMR R A SIRIKERITH.
LR E, (BRHDE) HEHEESIRTHAR
DIBHTEEZNSE , BERTITHNANEESS
B, WEELARIRANEEXE , RAHLS FAEH
). SR, B R REEANGE, B5HERME
ERIR. L7000 NEEH M. X, QAEMREEKS
AR B EBLRIE , RIEBMAVEEENSLE (B2
TE) , IIRM S SIRBUH T RAER., FFI2R
B SR IR ARIER | NS SR ITRE AR Ak
fik.

(BEIDE) HEIESE

HFRARNMEERZELUEHIEE IO
NERITE  FOBEESIFRIEH L, EiX—0
EHFFIEHASNSSHEEZRIE. AENERBE
XS A TEEBEIHWEGHROEE , FAE
PREVEFZFFEIE T RIER. BMERE RS FIRRIR
REXKEMINES , eNHEH - FEREUNE
A, BEI—M "BA 5, EEREBRSIRRNT
H—IRIEREBAREIENEE , XESEBALAED
EUMERRRKRA. EFSEREMRSFNE, KB
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TEBEIIMNE  —MEBIEE XY LEHTE XAIER
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After long negotiations, a binding Paris Agreement was final reached on 12

December 2015
LI RTITRIEH, REEF2015F12512HEHE TELIFIEL) ( BRIHE)
Source / B FE: UNFCCC S EISIZSHAEEELL)
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Crucial Role of Markets

The flexible mechanisms of the Kyoto Protocol, Clean
Development Mechanism (CDM) and Joint Implemen-
tation (JI) played a crucial role for the development
of a global carbon market. Incentivized by the EU’s
Emission Trading Scheme (ETS) and public purchase
programs by a few industrialized countries, mitiga-
tion contribution of the developed countries reached
more than 1.5 Gigatons (Gt) of CO,e emission reduc-
tions. However, the flexible mechanisms have been
suffering from a strange drift. Notwithstanding that
they provided cost-efficient emission reduction at
scale, demand declined dramatically for economic
and political reasons. In particular the economic cri-
ses of 2008/9, the failure of the climate conference
in Copenhagen in 2009 and the economic distortions
resulting from windfall gains of some project types
influenced demand and supply heavily and lead to
disturbingly low prices for emission certificates far
below abatement costs. For years, the perception of
the need for such market mechanisms in most indus-
trialized countries has been mostly negative. Against
this backdrop, only a few parties still performed their
purchase programs and supported market initiatives
such as the Partnership for Market Readiness (PMR)
performed by the World Bank, keeping the vision of a
global carbon market alive.

Recently, however, signals for a stronger role of car-
bon markets came up. As follows are a few examples
of innovative ones, which will play a decisive role in
the Paris follow-up process on carbon market guid-
ance, modalities, rules and procedures: the Carbon
Pricing Leadership Coalition (CPLC),
the G7 carbon market platform, the
Pilot Auctioning Facility (PAF), the
Transformative Carbon Asset Facil-
ity (TCAF) und the Nitric Acid Climate
Action Group (NACAG). On NACAG,
the newest initiative you will find a
description in this Econet Monitor is-
sue on page 16.

The “Paris Mechanisms”

In the run up to Paris, carbon mar-
kets got more attractive again. How-
ever, no one could anticipate the
all-embracing final decision, which
has been in a critical stage until find-
ing a balanced wording at the end
of climate negotiations on Saturday
morning. Now, stating this with some

TIEEXENIER. SEIEHIRRSZHRRNDEE
EERAHRWINB ARG, AXERN SRR
HEESF15ZMHE, A, RIFHNFIEB T2
M E., RECIISRTRALFHAMERTEE, 8
BRHEFEFNBUERRSEKEZKIETE. THRE
2008ZFJ2009FHE 7, 2009FFAMBSIEA
SHIRW AR — LI B RIMN R S BRI E ST ™

FINTHE , HESB TRIZDENISRERE, =
/DT RN

HERRIXERS TR ASEIEEER.

EXMERT, RE—/IE0HLFBERTHEY
T, A2 FhigEssE , AR BTRIHZENK
#INE (PMR) , ZINE EERF 2 KRB ERAY

BEERE, BRSWN EXHIMKHIZMNIZIERE
XEBENES. TEAR/LAGIFNIE  XEmMBE
SEBRSWUEXNKEMHES. H. MUFERF
FEEIREMER  REM WSELE (CPLC) . G7ik
minFE. WRHSET A (PAF) . TEMRITES

(TCAF) LARBEERSI%1TENZE (NACAG) . BX &R
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French Foreign Minister and chair of the COP21 Paris Climate Conference Laurent Fabius
during negotiations in Paris
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emphasis, the Paris Agreement
provides a complete basis for
future carbon markets. Ar-

ticle 6 of the Paris Agreement EE(C:‘}
speaks not of markets, but of "‘34_,‘__ ’d

international transfer of miti-
gation outcomes (ITMO). The
whole article is not limited to
the ITMO concept or mitiga-
tion, though. Article 6.1, for ex-
ample, also refers to coopera-
tion on adaptation. The limiting
factor comes in the form of the
voluntary cooperation in the
implementation of national de-
termined contributions (NDC).
Nevertheless, Article 6.1 does
not open up the mechanisms
under this Article to flexibility
and cost-efficiency of domestic
targets. This has been the func-
tion of the flexible mechanisms of the Kyoto Protocol.
Under the Paris Agreement, cooperation has to lead to
higher ambition.

The article builds the fundament for different types of
cooperation, namely market-related and non-market-
related cooperation. Overall, three main areas of vol-
untary cooperation are identified. On markets, there
exist “cooperative approaches” in Articles 6.2 and
6.3 as well as a sustainable development mechanism
(SDM) in Articles 6.4., 6.5 and 6.6. The third one is the
so-called non-market approach in Articles 6.8 and 6.9.

Further preparing for the market mechanisms, the
cooperative approaches need a decision on guidance,
whereas the SDM needs clearly defined rules, modali-
ties and procedures that have to be developed. These
mechanisms are closely related to markets and allow
for the international transfer of mitigation outcomes.
The breakdown of market-related mechanisms into
two very different mechanisms derives from the dif-
ferent interests of parties on conducting international
cooperation in their preferred way. Based on guid-
ance and robust accounting rules, the cooperative
approaches will be less regulated than the SDM. The
cooperative approaches allow parties to cooperate
on bi- and multilateral arrangements without UNFCCC
oversight. Therefore, in Article 6.2, transparency has
been set as an additional requirement for this type of
cooperation. In principal, more complex climate ac-
tivities could be envisaged, including a sector or sub-
sector dimension. The NACAG concept of combining

Mations Unies

Conférence sur les Changements Climatiques 2015 -
el
4-
Parid - Le Boprpet | =

The COP21 Climate Change Conference in Paris offered a final chance to effectively combat climate
change
BRE21EESESIEZTH AR BRI IR T RIGHIHIS
Source / EIK-¥;E: sohu.com
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long-term mitigation solutions with initial transfers of
mitigation outcomes could be a pattern for future ac-
tion under Article 6.2.

The SDM — being the other major mechanism — will
be the UNFCCC-governed mechanisms, substituting
the Kyoto mechanisms when the Paris Agreement will
enter into force. In this vein, binding rules and interna-
tional oversight might become comparable to that of
the CDM. However, the SDM, as it is has been clearly
defined in the agreement, will go much further than
the CDM. When mitigation activities are performed
under the SDM with intent to transfer the mitigation
outcomes internationally, they have to be additional
mitigation efforts supplementing the host country’s
national determined contribution (NDC). This will
results in an increased ambition of the host country.
Whether this additional mitigation effort leads to a
global rise of ambition depends on the buyer coun-
try using the received mitigation outcome for own
compliance under the Paris Agreement or not. The
reasons for doing so might differ. Possible reasons in-
clude mitigation activities counted against climate fi-
nance targets or voluntary targets. One example is the
compensation of GHG emissions caused by business
travels of the German Government.

Opposite to cooperative approaches and the SDM,
non-market approaches do not allow for the ITMO.
But what this regulation effectively excludes or not ex-
cludes has to be analyzed. Evidently, in the ITMO con-
cept, the transfer for compliance and trading purposes
is against this option. However, technical features of
the market mechanisms, such as monitoring, report-
ing and verification (MRV), and the accounting func-
tion could be helpful. Good governance, best practice
and, last but not at least, the assessment of climate
activities depend on transparent and appropriate in-
formation. These are questions asked by Article 6.8.
Further examination on what is meant by integrated,
holistic and balanced non-market approaches is nec-
essary. For a long time, one could notice a lack of un-
derstanding between representatives of market and
non-market approaches. This should change in future,
when NDCs are the cross-point for various policies,
aiming to incorporate international support via car-
bon markets or climate finance. Taking all aspects of
Article 6 into account, the inherent opportunities may
become a good substitute for the flexible mechanisms
of Kyoto Protocol. All parties are now challenged to
keep the momentum from Paris in the upcoming ne-
gotiation rounds alive and ease the preparatory work
on Article 6 of the Paris Agreement.
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CO, emissions are a leading cause for a warming planet
ZEBA R E RS IR E L E R
Source / BB pixelio.de / Petra Schmidt
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Networking Meeting — Efficient Regulation Mechanisms for a Dynamic

Chinese Carbon Market

Rimthids — X FREEHIZHDRIE AT

Starting in mid-2013, the Chinese government has
begun implementing its plans for an emissions trad-
ing system (ETS) by launching Shenzen as the first pi-
lot project, with a total of seven pilot schemes today.
China and other countries establishing an ETS need
to avoid the build-up of a substantial surplus of emis-
sions allowances, leading to low carbon prices and
thus a weaker incentive to reduce emissions.

As a result, suitable design features for the trading
systems as well as regulation measures need to be ap-
plied. In this context, German Industry & Commerce
Greater China Beijing, on behalf of the German Feder-
al Ministry for the Environment, on 6 November 2015
organized a Networking Meeting on the topic of ef-
ficient regulation mechanisms for a dynamic Chinese
carbon market. At the meeting, experts informed the
over 30 participants about experiences of the emis-
sions trading pilots this year in China as well as poten-
tial regulation instruments, such as a carbon tax, and
their effects on emissions trading.

At the beginning of the meeting, Chen Zhibin from
SinoCarbon Innovation & Investment informed the
participants about this year’s experience of the sev-
en pilots, with an emphasis on their unique develop-
ment and China’s plans to establish a national ETS by
2017. Due to lack of information on how to decide
the best way for implementing low-carbon policies, a
top-down command policy does not present an effec-
tive long-term solution. According to Chen, a market-
based ETS, on the other hand, provides a more suit-
able means to put the right price on carbon through
market mechanisms.

The seven ETS pilots have shown to develop quite het-
erogeneous. Whereas Beijing and Shenzen include a
large number of small emitters from diverse sectors,
Hubei is characterized primarily by large industrial
emitters, making up roughly half the trading volume of
the Chinese carbon market. Shanghai is unique in that
China’s largest city has two standards for including en-
terprises: one designed for industrial enterprises, such
as electricity and steel in addition to a non-industrial
standard, including, for instance, shopping malls and
commercial office buildings.
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RZNRERN , FTRENER TR, LAREN)
XA R ZHIR.

Participants were informed about this year’s experiences of the
Chinese emissions trading pilots
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The allocation of emission allowances can be done
either through “grandfathering”, where allocation is
based on historical emissions of enterprises — mean-
ing the enterprises that emit most could receive
more allowances — or through benchmarking, where
the government and industry experts sets a specific
benchmark for emission output for industry-specific
enterprises, for instance based on tons of carbon di-
oxide per product unit. Benchmarking thus offers the
potential for a fairer system as it provides a consis-
tent allocation methodology for both new and exist-
ing market participants and rewards early action as
well as upgrades in technology. Nevertheless, due to
insufficient availability of data, grandfathering is still
the more widely used method for allocation across
technologically divergent industries in China.

Besides a fair and efficient allocation method, com-
pliance is central. After 2013 still left room for im-
provement, 2014 saw an across-the-board rise on
compliance rates. The Beijing Municipal Commission
of Development and Reform (BDRC), for example, has
its own executive team that can impose and enforce
fines for companies not reporting their emissions.

Besides the significance of an accurate and fair alloca-
tion method for allowances and the key role of local
DRCs to implement a long-term system for monitor-
ing, reporting and verification (MRV), experiences
have shown that it is essential to maintain communi-
cation and keep the industry informed about develop-
ments regarding emissions trading and the accompa-
nying MRV-system, to focus on a manageable number
of emitters and to regularly revise market rules to
adapt them to market realities, according to Chen.

Following as the second speaker, Dr. Jiang Kejun from
the Energy Research Institute of the National Devel-
opment and Reform Commission (NDRC) provided an
overview on China’s low-carbon development and car-
bon pricing. With the aim to peak emissions by 2030,
if not earlier, 2014 marked the high point for coal con-
sumption so far and, consequently, coal-fired power
production in China. Although investments into coal
still remain at high levels, the government continues
to replace coal-fired power plants with cleaner, low-
carbon alternatives to reduce not only emissions but
also the endemic air pollution in the country’s urban
centers.

The coal industry thus stands before a crossroads:
if the operators of coal-fired power plants want to
maintain current output levels, buying emission certif-

o Bl Shosod B :

Chen Zhibin from SinoCarbon Innovation & Investment shared his
insights on the development and future perspectives of China’s ETS
pilot projects
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icates becomes unavoidable; otherwise a reduction in
output becomes necessary. The price of coal is thus a
decisive factor for a low-carbon path of development,
with high coal prices translating to lower profit mar-
gins and more closed-down plants. In this vein, anal-
yses have shown that the potential negative effects
of an energy or carbon tax on GDP are economically
feasible compared to the potential positive impacts of
reducing energy demand in China.

Whereas an energy tax, while reducing GDP by 0.4
percent annually, could decrease energy consumption
by over 16 percent until 2030, a carbon tax could po-
tentially reduce consumption even further, by up to
23 percent in the same timeframe with almost simi-
lar effects on GDP. According to Dr. Jiang, especially
a carbon tax could thus be a useful instrument in the
government’s toolbox for putting the right price on
carbon and to lead China into a more sustainable, low-
carbon future.

With only negligible effects on GDP, a move towards
more clean and renewable energy options would also
help to promote investments as well as research and
development into new, more efficient technologies.
With rapidly rising investments into new and renew-
able energies and an overachievement of past and
present policy targets, abolishing future target re-
quirements in this field altogether might be the most
reasonable solution to encourage further investment.

In the following discussion, participants drew an over-
all positive picture of recent developments in China’s
pilot projects. Of particular interests were the struc-
ture of a national ETS and the role the already estab-
lished pilot projects could play in such a system. It was
highlighted that there has not yet been a final decision
by the central agency responsible, the NDRC, of how
to effectively administer the seven pilots when the na-
tional ETS will be established by 2017. The implemen-
tation of a carbon tax was another central question
during the meeting.

Both speakers agreed that a strong carbon policy is
needed as a prerequisite for the tax to work effec-
tively. Additionally, there was broad consensus that in
order for an ETS or carbon tax to work as intended,
allowances should not be free as this — depending on
the scale — could significantly distort the underlying
market mechanisms and hinder the progression of a
national carbon market. Looking at the future devel-
opment of the Chinese carbon market, the national
ETS and its structure remains a key area of interest.

Dr. Jiang Kejun from the Energy Research Institute of NDRC informed
the participants about the latest low carbon developments in China
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Subsequent networking, where participants used the opportunity to
discuss the future development of China’s carbon market
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China in 2015 — Between a Rock and a Hard Place

A contribution by Doris Fischer, University of Wiirzburg

2015FRIFE — HEFME

SREHEREEAS Doris Fischerf9Zig =

Good news about China was hard to come by in 2015.
While the news may have exaggerated the situation
up- or downwards for headline purposes, at least
three issues have been troubling the country through-
out this year. These three issues are interrelated and
will influence the perspectives for environment poli-
cies and economics in the coming years.

The first issue is the substantial slowing of China’s in-
dustrial growth, increasingly troubling investors. The
Chinese economy has experienced lower growth rates
for some years now. However, until 2014, these lower
growth rates, unusual as they were, did not trigger too
much of concern neither within nor outside China. Ar-
guably, investors and observers had stayed relatively
calm because the earlier double digit growth rates had
been too high to be healthy for both the economy and
the enterprises. In addition, the earlier high growth
rates had partly been triggered by the government’s
stimulus package of 2009 and thus had to a large de-
gree relied on state-backed investment. Therefore,
since 2012, discussions had proliferated that this in-
vestment spree actually did more harm than help.
The decrease in growth rates since 2012 could thus
for a while be interpreted as a healthy correction of
earlier problems. At the same time, it was expected
that the new Party leadership would initiate substan-
tial reforms in the wake of
the 3rd Plenary Session in
November 2013, which had
published a reform agenda
for the years until 2020.
Business leaders as well as
economists, though not
necessarily happy with the
situation in 2014, granted
the government some time
to translate this agenda into
policy measures. In 2015,
the situation has changed
as the growth decline has
become more severe. Over
the year, published accounts
of excessive production ca-
pacities in the heavy indus-
try have been accompanied
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China’s slowing industrial growth has been causing concern among investors
HPESEE TS R E S [ &t
Source / BFFE: globalconversation.org
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by — less published, but much debated — stories of
many export-oriented private enterprises struggling
with sales declines and idle production capacities. In
parallel, foreign-invested companies increasingly saw
their annual sales and profit targets endangered by
the economic decline. While the situation may have
been less troubling in the service sector, as is regularly
stressed by Chinese state media, the overall impact on
the 2015 business climate has been negative.

The second issue comes as an internal struggle about
economic policies, which hampers policy direction
and implementation. Political struggles about eco-
nomic policies in times of crisis would be expected for
any country. For China, however, we often presume
that the Party and government leadership acts in con-
sensus and follows one common strategy. This expec-
tation has been proven to be repeatedly wrong in the
past; and the year 2015 will likely be remembered as
a year in which such struggles within the leadership
became more visible. One indicator for these strug-
gles has been the contradictory policies with regard to
financial market liberalization. On the one hand, the
government supported stock market reforms since
the end of 2014. On the other hand, the government
did not enlighten private investors that stock market
liberalization comes with additional investment risks.
Instead, it first supported fast expansion of the mar-
ket, only to intervene even more severely in market
developments after the crash of the stock markets in
the summer of 2015. Whether the perceived incon-
sistencies in financial market policies reflect conflicts
about economic policies or rather a learning process
on the side of the new leadership is difficult to as-
sess. In any case, the financial market development
over the summer was not helpful in creating trust in
the government’s capacity to steer reforms in critical
times. Another indicator is the debate regarding the
need for another stimulus push by the government.
Openly, the current leadership states that large gov-
ernment investment to (re-)stimulate is not intend-
ed. At the same time, however, the new Silk Road
program, the plans for expansion of the high-speed
railway system, investments in further urbanization —
to name just a few indicators — hint to the fact that
government investment programs are indeed used to
combat the economic slowdown. A further indicator
of the struggles are repeated exhortations of the Par-
ty leadership to Party members to support the reform
agenda, the anti-corruption campaign and — more
generally — Party discipline. These exhortations hint to
a considerable level of resistance to the new policies.
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China’s government intervened severely in market developments
during the 2015 stock market crisis
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The third issue is the incremental erosion of confi-
dence, adding to a rather pessimistic perception of
the overall situation. The erosion of confidence — or
trust —is related to a number of issues. Among these,
the recurrent discussion about the reliability of China’s
economic data may be the one most acknowledged
in the media. However, the issue goes far beyond the
question whether GDP quarterly data is accurate.
Throughout 2015, this presumably dead discussion
saw a revival because the rather stable GDP data did
neither mirror the economic situation as reflected in
enterprise order books nor the mood of entrepre-
neurs or the stock market crash in the summer. In ad-
dition, reports that some provinces in the North East
have cooked their books over many years contribute
to concerns about reliability of statistical data in gen-
eral. Beyond the question of statistic data quality and
reliability, however, the increase of propaganda and
censorship — of traditional and social media — as well
as the pressure put upon lawyers, NGOs, etc. do not
help in creating trust. Such control and pressure signal
distrust from the government in its constituencies and
results in mistrust on the part of the latter as well as
foreign investors and observers. Last but not least, the
anti-corruption campaign, which has been shaking the
country since 2012, also erodes trust and initiative.
This should by no means imply that the government
should turn a blind eye to corruption issues. Still, the
broad definition of corruption used in China, the im-
portance of corruption (in the past) as compensation
for the (arguably) low pay of officials, and the fact that
corruption is first of all prosecuted via Party organs
rather than judicial institutions together result in a
low level of policy initiative at local levels. Local cadres
can well argue that it
is not worth showing
initiative for new poli-
cies if they are thrown
back to their normal
salaries, and cannot
only not profit from
initiative, but instead
even risk to be prose-
cuted if they stick out.

At a first glance,
these issues may not
seem to be related
to environmental
protection, green
development or re-
lated business. At a
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China has been underreporting coal consumption by up to 17 percent
HEIREIAT7 IS
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second glance, though, they do.
The new Party and government
leadership has stressed its inten-
tion to increase the use of market
forces in the economy. This idea
also reverberated in the reform
agenda of 2013 with regard to en-
vironmental policies and has since
been reflected in the expanded
experiments with local emission
trading systems, new policies for
“green finance” and other initia-
tives. However, the more China’s
economy struggles, the less likely
it is that the market will create
enough incentives for an “ecologi-
cal turn” and economic recovery in
the short run. On the contrary, the government — es-
pecially at the local level — may be more inclined to
return to industrial policies similar to those applied
throughout the global financial crisis and supported
by the 2009 stimulus program. While these policies
did not only support traditional strategic “brown”
sectors but also led to huge investments in “green”
industries, they did not necessarily contribute to the
efficient use of sustainable technologies and better
environmental protection. Similar, the unclear picture
with regard to economic policies — presented during
the summer of 2015 — raises questions for investors
interested in green projects. Insecurity with regard to
policies and low transparency are bad advisors for in-
vestment in general, but especially so for long-term
oriented investment in environment protection or
green technologies. Against this background, the lack
of trust in publicly available environmental data is just
an additional problem discouraging investors.

It is possible, of course, to read the current situation
more positively. In this reading, the economic prob-
lems of this year were anticipated by the new Chinese
leadership, who already propagated the concept of
the “new normal” situation of China’s economy in
late 2014, a situation which is associated with lower
growth rates and better “quality” of growth. Arguing
from this point of view, the problems of 2015 are mere
ripples on the water and stricter governmental con-
trols would only mirror the perceived need for stron-
ger supervision during a transition period towards a
more market- and sustainability-oriented system; a
system in which market mechanisms contribute to
more sustainable use of resources and patterns of
consumption. The Chinese dream, so to speak.

China increasingly pursues a green development path to further economic growth
FEINITEE R IR B X B B — 1IN EE ISR
Source / BIEFE: jjl.cn
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i, hE-2016568150 - 6817H

aquatechtrade.com

hR 28152 E8

2015%FE - 1287

HHRRR -

ERTERASERSERATIES AT
JtE =& 100004

NERIEZIA

Bernhard Felizeter ({&F1i%) (ILEINEIRS BB M8/ E£5R)
SEREBAR . I8, ]RK, EEF , 85E

ERRERS « IR{EMER-FEE , Cora Jungbluth , Silke Karcher ,
Thomas Forth , Doris Fischer

B8EER

Econet MonitorAEEBRFARFNIERER  HREAN. HEEES
DAMEAREFENFES LT LSRR | (BARZE, 8RS
HEEERR , eI ERERB T , BIREmERRA R
A1,

SE DY
www.china.ahk.de

Econet MonitorAE2EERItERRATRLAEN "Kizme"
H—E0  2FERITNE. ZNEREEBRE. BARF.
IR ST S EREAE].

FPEMEEDRIRYER (XA, EfY. BRR ) BZEURF. EF
HHMATERRES HIREPEEE. HRERSERAF
WERESRE. (FENESSBRIRMAIESEE.

A EERSETESZEEconet MonitorENRI4ERATIRESAHE
MEUPMINETE EEARATN) || FAESRBEERRSRERN
BaRENEESVEZIERAEE (GS CERs ) HTHNE.
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econet monitor

The content of the Econet Monitor is based on sources including:

Econet Monitor XA ESE5IBT TFIMuG (K552 ):

Green Technologies & Energy F&B1HE R LR

ESCO Committee of China Energy Conservation Association
FEGRINESTRIRSFIERS
emca.cn

Alternative Energy Z{XEERM
alternative-energy-news.info

China Energy Web HhEAEEMN
china5e.com

China Greentech Initiative RE&ZRERHY
china-greentech.com

China Renewable Energy Society (CRES) RERJBLEALEFES
cres.org.cn

China Renewable Energy Centre ElZRETBLRLEH
cnrec.org.cn

German Energy Agency EZERLEE
dena.de

German Federal Ministry for Economic Affairs and Energy
(BMWi) fEEIB IR 5N AL RER
bmwi.de

Energy Efficiency Export Initiative RS CEIX
efficiency-from-germany.info

Renewable Energies Export Initiative HB[1+%IM
export-erneuerbare.de

Europe-China Clean Energy Centre HRREiSREIRFCr
ec2.org.cn/en

RETech [EIIEAR

retech-germany.net

Renewable Energy World A B&AE R RIS B NS
renewableenergyworld.com

Renewables International EfRE] BAREE
renewablesinternational.net

Environment IfiE

German Federal Ministry for the Environment, Nature Conser-
vation, Building and Nuclear Safety (BMUB)

EEBITINE . BRAFRP. BRRMNERZSER

bmub.bund.de

Federal Agency for Nature Conservation BX¥fBAIRIFE
bfn.de

Sustainable China AT#E A RRITE

nachhaltiges-china.de

Federal Environmental Agency EEEXFFIEF
umweltbundesamt.de

The Guardian PR
guardian.co.uk/environment

Climate Protection & CDM S{R{FIPSE IS EEVF

CDM in ChinadFEi& &R EHI
cdm.ccchina.gov.cn

China Climate Change Info-Net FEISIEZ{LEEM
en.ccchina.gov.cn

Chinese Renewable Energy Industries Association (CREIA)
HEBLERRTU NS

creia.net

Climate Focus S{RES £
climatefocus.com

Climate Works Foundation SIET{EES S
climateworks.org

CO2 Trade —E LIRS
co2-handel.de

German Emissions Trading Authority
EERESKERERZL
dehst.de

United Nations — CDM BA&E-B & & BHH
cdm.unfccc.int

JIKO BMUB ZEBFBIAEED BES B
jiko-bmub.de

KfW Carbon Fund ZEEIEXERIBITHRES
kfw.de/carbonfund

Studies & Publications TAFSIR S5 kR4

Asian Development Bank T FF&RTT
adb.org/publications

Economist Intelligence Unit 255 A& E
eiu.com

International Energy Agency EFRAEEN
iea.org/publications

World Bank - East Asia & Pacific tHRR1T-ZR I R KFiEHX
blogs.worldbank.org/eastasiapacific

Economy, Finance & Law &%, RS

Germany Trade & Invest EEEIINER SIS EE
gtai.de

Caijing 12/
english.caijing.com.cn

Caixin WA #
English.caixin.com.cn

Eco-Business 457555
eco-business.com

Environmental Finance I/ 1S £
environmental-finance.com
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econet china team

lu\l:l:l EILI\

Q\

~EHIBA

team beijing: / JtTTEIBA :

J

Mr. Bernhard Felizeter / &% Jc4
Head of Department / 2B &k
Environmental Services / SRR SS &0
+86-10-6539-6650
felizeter.bernhard@bj.china.ahk.de

Ms.Yue Yu/ &Kk Tt

Project Manager / TIH&Z I8
Environmental Services / IR EIRSEB
+86-10-6539-6653
yu.yue@bj.china.ahk.de

Mr. Fabian Baumert / B 2813 4
Trainee / L34

Environmental Services / SR EIRSSER
+86-10-6539-6652
baumert.fabian@bj.china.ahk.de

team shanghai: / _58HBA :

Ms. Verena Simon / A &+

Head of Department / &f| /&

Building, Energy & Environment, econet china
#N, BERSINEES, BPESHEYEE
+86-21-5081-2266-1698
simon.verena@sh.china.ahk.de

Ms. Wei Lu / ffREY 22t
Strategic Marketing Manager / i{BEFI 74218
Building, Energy & Environment, econet china

R, BERSMREE, BhESHSTE

e +86-21-5081-2266-1690

lu.wei@sh.china.ahk.de

Ms. Yiwen Chen / BRIZE &2+

Project Assistant / I E BhIE

Building, Energy & Environment, econet china
EIN. BERSIIER, EhESHSTEE
+86-21-5081-2266-1828
chen.yiwen@sh.china.ahk.de

DEinternational Beijing

German Industry & Commerce Greater China | Beijing
Unit 0830 Landmark Tower Il | 8 Dongsanhuan North Road

Chaoyang District | 100004 Beijing | PR China
EEIRRSXPEX | b=
FEICRHEHEXR=RIEE 8 5§

SIAKE 2 FE 0830 =

HR4%w 100004

Tel +86-10-6539-6633

Fax +86-10-6539-6689

E-Mail: info@bj.china.ahk.de

www.china.

ahk.de

ﬁ

The German Chamber Network

Ms. Mengdi Wang / £28 &7+
Project Manager / TIH& I8
Environmental Services / TR AR 5536
+86-10-6539-6653
wang.mengdi@bj.china.ahk.de

Ms. Qize Peng / &#8i% 7wt

Assistant Project Manager / BiIRIRE &1
Environmental Services / TRZARSS &R
+86-10-6539-6651
peng.qize@bj.china.ahk.de

Ms. Xiao Leng/ Bkt

Manager / 28

Building, Energy & Environment, econet china
EIN, BRSNS, ERESESES

+86 21 5081-2266-1817

leng.xiao@sh.china.ahk.de

Ms. Ping Tian / FH5 &+

Project Manager / TIEH& 18

Building, Energy & Environment, econet china
. BERSINEER, EhESHSTEE
+86-21-5081-2266-1695
tian.ping@sh.china.ahk.de

Mr. Philipp Juli / FEFE Sc4

Trainee / SE34E

Building, Energy & Environment, econet china
BN, BERSIRER, EPESHSES
+86-21-6875-8536-1697
juli.philipp@sh.china.ahk.de

DEinternational Shanghai

German Industry & Commerce Greater China | Shanghai
25/F China Fortune Tower | 1568 Century Avenue

Shanghai 200122 | PR China
BEEIBRSAPLEKX | b
hE SRR TEAE 1568 5
REARE 25 1%

% 200122

Tel +86-21-6875-8536

Fax +86-21-6875-8573

E-Mail: info@sh.china.ahk.de
www.china.ahk.de

INTERNATIONAL



