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Foreword

As an energy transition role-model, at the start of 2017, Germany officially launched the new
Renewable Energy Act (EEG 2017), aiming to gradually transition from the Feed-in-Tariff for
renewable energy to an auction—based system. This reform had undergone extensive discussions in
Germany: supporters believe that the EEG 3.0 will further reduce the cost of renewable power
and cut the subsidies for renewables; however, opponents claim that this reform will limit the

scale and rate of future renewable energy development

China' s energy transition is likely to face similar challenges. Should it continue to heavily
subsidize renewable energy or gradually shift to a market pricing system (such as auction)? In
the long run, the model of relying on subsidies to support the development of renewable energy
is probably unsustainable, but considering the efficiency of renewable energy development such
as curtailment of wind, solar and hydro power, China’ s possibility of turning to a
market—-based model in recent years is low. Under the existing Feed-in-Tariff system, policy
makers still have room to sustain the model by increasing renewable energy surcharge and/or

raising the residential electricity price

This annual report includes the analysis of Germany’ s energy transition. It reviews the
achievements and challenges faced by Germany in the past several years, followed by introducing
the development history and latest progress of renewable energy legislation in Germany, with a
particular focus on the political impact on the legislative process and results. Then we
discussed the reasons for the decoupling of carbon emissions from economic growth in the U.S.;
although natural gas is a major contributor to coal substitution, the U.S. must rely on the
development of renewable energy to achieve a sustainable decoupling. We also analyze the
correlation between the new energy policy of President Donald Trump after taking office and the
changes in the employment of coal miners. Finally, we research on two issues in China that
require additional attention: How does the carbon pricing system promote the energy transition
in transport sector? And whether green power certificate system could play a key role in

promoting the development of renewable energy.

This year marks the third consecutive year of us releasing the “REEI Energy Review.” We will
continue to write and publish this series of analysis reports in the future, hopefully to
provide independent and in—depth insights into energy and climate change policies in China and

more broadly the Asian region.

Lin Jiaqiao

Deputy Director,

Rock Environment and Energy Institute (REEI)
April 2018
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Electricity Bill Discount: an Effective Way to Stimulate Green Certificate Trading?
&/ Zhao Ang

Summary

The China Green Electricity Certification Scheme began in July 2017 has not raised significant
funding for renewable power projects due to lack of stimulation mechanism. Based on the
Willingness—to-Pay data from a survey on PM,  level in metro cars in Beijing and commuters’
awareness of air pollution and its solutions, the article suggests that the residential
electricity bill discount has the potential to effectively stimulate the urban residents to buy
the green certificates. If 5% of Beijing residents, with the Willingness—-to—Pay on renewable
electricity, purchase green certificates, the scheme could raise 11.5 million RMB a year in
Beijing. This estimation suggests that the residential bill discount could be an effective

solution to increase green certificate trading.
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Energy Transition in China's Transport Sector: The Role of Carbon Pricing
MAEF / Lin Jiagiao

Summary

Since the EU ETS was launched in 2005, carbon markets around the world have also been
established. By the end of 2017, 19 carbon pricing systems have been established globally,
covering 7 billion tons of GHG emissions, equivalent to 15% of total global emissions. China s
national carbon market was formally launched at the end of 2017. The eight key industries
including petrochemical, chemicals, building materials, iron and steel, non—ferrous metals,
papermaking, electricity, and aviation were included in the original plan; However the power

sector has been the only industry covered by the national market

The role of carbon pricing in the transport sector is still worth of exploring. Under the
scenario that China' s car ownership is rapidly rising, is carbon tax or low—carbon emission
standard more suitable for China? Controlling greenhouse gas emissions in the transportation
industry is a difficult task for global energy and climate change policy makers; due to the
mobility nature of the transport industry’ s emission sources and the need to coordinate a large
number of stakeholders, this has made the introduction of new policies more difficult. Fuel
tax, vehicle tax, or simply the carbon tax are all useful economic mechanisms, which have been
adopted in practice. Although these mechanisms have been discussed for many years in China,
policy makers still have concerns over exercising an extensive carbon pricing measure in the

transport sector.

This paper is to make a brief review of the energy consumption and carbon emissions of China’s
transport sector. Then it discuss as the carbon emissions trading and carbon tax implemented in

California and Sweden respectively, as a reference for China.
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American Decoupling of Economic Growth and Carbon Emission: from Temporary
to Sustainable

&/ Zhao Ang

Summary

Since 2000, U.S. economic growth and carbon emission has been decoupling. While GDP continues
to grow, total carbon emission declines. The achievement is largely attributed to the decrease
of coal consumption and the booming of shale gas industry in 2008-2016. The trend will not
sustain, as there is limited potential to decouple economic growth and carbon emission in the
long term if renewable energy does not become the backbone of energy system. To pursue a
lasting decoupling, the temporary shift, replacing coal with natural gas, has to be substituted

with the sustainable one, replacing fossil fuel with renewables
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Figure 1. Global decoupling: Change in real GDP and Co, emosions since 2000

160

150

140

130

120

110 /
——

00
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

== World CO, Emisions == World GDP

H, AT TE 256 E R R R T 5 B G B R
(152 25 R

B 2: 2000 G LIRSS E AR HERCR 52 Fr GDP AR 4k 55 R

Figure 2. U.S. decoupling:Change in real GDP and Co, emosions since 2000
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H¥EKIF: Growth, carbon, and Trump: State Progress and drift on economic growth and emissions decoupling. Devashree Saha and Mark Muro.
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RIS S GtRe R ERRE T ARIIRES?

Can the Trump Administration Protect Jobs of Coal Miners?

Summary

X E / Zhao Ang

Under the Trump Administration, the U.S. EPA issued a new agenda, Back—-to—-Basics, which

highlights the agency’ s role in supporting energy security and economic development while
fulfilling its essential position in protecting environment. The restriction of coal mining
activities under the Obama Administration was lifted after Mr. Trump took office. Protecting
employment in the coal-mining sector has been emphasized in the new administration. However
there are many factors influencing the job market of prospect in the coal mining sector, such
as the industrial development outlook, investment decision making of individual companies, and
structure changes of the energy mix. This article argues that the regulation shift under the
new administration may influence the coal mining job market in the short term but it is too

early to predict the impact of the policy change in the long term.
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Germany's Mixed Story on Energy Transition in 2016
MAEF. F 5% / Lin Jiaqiao, Wang Yurui

Summary

Germany is considered to be a pioneer in energy transition. But the recent development of the
German energy transition is a mixed story. On one hand, the proportion of coal power generation
is further reduced, in contrast to the increase of natural gas and renewable energy power,
leading to the decline of greenhouse gas (GHG) emissions for three consecutive years since
2014. On the other hand, due to the insufficient emissions reduction from the industry, heating
and transport sectors, Germany’ s total GHG emissions increased in 2016, and this brought
concerns of German post—-2020 climate change commitment. The challenges include uncertain
declining rate of fossil fuel consumption, unstable renewable power output, policy restrictions

on renewables grouth, weak energy efficiency enhancement and so on.

The above—mentioned challenges faced by Germany may have implications for China in the future
To achieve a more active climate goal, German policy makers should formulate strategies and

implementation plans in the heating and transport sectors earlier.
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Germany's Energy Transition Facing the Test of the Federal Election

MAEFT / Lin Jiaqiao

Summary

Germany’ s energy transition faced the test of federal elections in 2017. The election would
directly affected the future direction of Germany’ s energy policy. Germany’ s major political

parties had different attitudes towards energy transition.

In fact, Germany’ s natural resource endowments are not among the top in the world. In addition
to rich coal resources, oil and natural gas supply is almost entirely dependent on imports. In
the early 1990s, Germany made it clear at the national level that the transition from a
fossil-dominated energy system to a renewable energy—based energy system would allow it to
expand renewable energy generation and increase its energy independent. This led to the energy
transition in the power sector, which is called ‘Energiewende’ in Germany. The cornerstone of
ensuring the implementation of energy transition in Germany is the ‘Renewable Energy Act’
(referred to as EEG for short). In order to sustain the development of renewable energy in more
cost effective way, in 2014 Germany decided to gradually phase out the feed-in—tariff, and

foused on a more competitive auction system through EEG 2. 0.

This paper is to review Germany s energy transition policy decision-making in the context of

the German general election.
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