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Policy Background 
 

Source :  Trends in Global CO2 Emissions 2012 Report. Jos G.J. Olivier, Greet Janssens-Maenhout, Jeroen A.H.W.Peters. PBL Netherlands 
Environmental Assessment Agency, The Hague Bilthoven, 2012. 

ÅGlobal emissions of carbon dioxide (CO2) 
increased by 3% in 2011, reaching an all-
time high of 34 billion tonnes in 2011. Ὴ

2011 CO2 340ֽ Ї 3% 

ÅThe top 5 emitters are China (share 29%), 
the United States (16%),the European 
Union (EU27) (11%), India (6%) and the 
Russian Federation (5%), followed by Japan 
(4%). Ҳ Ѓ29%Єɻ Ѓ6%Єɻ

Ѓ11%Єɻḍ Ѓ5%ЄЇ (4%) Ὴ
╦5ᵣ  

Å/ƘƛƴŀΩǎ ŀǾŜǊŀƎŜ ǇŜǊ ŎŀǇƛǘŀ ŎŀǊōƻƴ ŘƛƻȄƛŘŜ 
(CO2) emissions increased by 9% to 7.2 
tonnes CO2. 2011 ЇҲ ָ CO2

ҿ7.2t/a Ї ҏ 9%ɼ 



Å2009-11-26, Chinese government announced:  carbon dioxide emissions per 
unit GDP reduces 40-45% by 2020 comparing with that in 2005. 

2009- 11- 26, Ҳ Ї└2020 ᵣGDP CO2 2005 ᵤ40- 45%ɼ 

Å12th Five Year Plan proposed: energy consumption per unit GDP decreased by 
16%, carbon dioxide emissions per unit GDP decreased by 17%. 

Ņ ԑ֒ ↔ņ ₴Ї ᵣGDP ᵤ16%Ї ᵣGDP CO2 Ґ 17%ɼ 

ÅLocal government set up esmission reduction target , carbon dioxide emissions 
per unit GDP, Guangdong (18%), Shanghai (18%), Beijing (17%). 

Ӥ┼ ԋ⁯ Ѓ ᵣGDPCO2 ЄЇ ҡЃ18%ЄЇҏ
Ѓ18%ЄЇ ֪Ѓ17%Єɼ 
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Policy Background 

ÅChina will build chinese style emission trading scheme 
(ETS) by innovating market mechansim and learning from 
foreign ETS.   

ÅҲ ֢ ┼ Ї∕
┼Ї Ί Ҳ ֢ ᵩ ɼ 

In November 2011, NDRC proclaimed 
άCarrying out the Work of Carbon Emission 
Trading Pilotέ, and approved seven ETS pilot 
regions, including Beijing, Tianjin, Shanghai, 
Chongqing, Hubei, Guangdong and Shenzhen. 

2011 11 ЇNDRC Е ֪ɻ ɻ
ҏ ɻ ɻ ɻ ҡ
֢ ᵲɼ 



Policy Background 

NDRC ǇǊƻŎƭŀƛƳŜŘ άThe Interim Measurement for 
Administration of Voluntary Emission Trading of Greenhouse 
Gasesέ on June 21, 2012, which enhanced the China ETS pilot 
and enriched China ETS. 

2012 6 21 ЇNDRC Ņ ᵩ ⁯ ֢
⸗ ņ, Ⱶ ꜠ԋҲ ֢ ᵲЇ Ҳ
֢ Ⱶ ᾥɼ 

 

According to NDRC, the regional ETS pilot should start to run 
in 2013; and national ETS will be built and work till 2015 in 
China. 

NDRC Ї7үETS 2013
֢ Ї└2015 Ї Ҳ Ὴ ֢ ɼ 

 



Policy Background 
The pilot regions are important and topical areas in China. 

Ί ש ɼ 
VThe pilot regions respectively locate in north, mid, west and est China, and cover the area 
of 480,000 km2 and the population of ca. 199 m. ⅎ ԓҲ ҡɻҲɻ Їָ

1.99ֽЇ 48Ҍ ῎ Ї 
VThese pilot regions have different industrial structure and economic development level, 
produce ca. 30% of China GDP and release more than.20% of CO2 emission of China. 
Ί Ғ ֥ҟ Ї֥ Ҳ 30% GDP 20% CO2 ɼ 

Population 
(x104) 

GDP 
 (RMB, x108) 

GDP 
rate(%) 

EC 
(t sc, x104) 

1st /2nd/3rd  
Ratio in GDP 

GHG (t eCO2, 
x108), 2007 

Beijign 1961.2 13777.9 +10.2 6945 0.9/24.0/75.1 1.17 

Tianjing 1293.8 9108.8 +17.4 6818 1.6/52.4/46.0 1.41 

Shanghai 2301.9 16872.4 +9.9 11201 0.7/42.1/57.2 2.32 

Huibei 5723.8 15806.1 +14.8 15138 13.4/48.7/37.9 2.34 

Chongqing 2884.6 7894.2 +17.1 7117 8.6/55.0/45.0 1.37 

Guangdong 10430.3 45472.8 +12.2 26800 5.0/50.0/45.0 4.99 

Shenzhen 1035.8 9510.9 +12.0 2200 0.1/47.5/52.4 - 

China 137053.7 397983 +10.3 325000 10.1/46.8/43.1 67.9 
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ETS Pilot Program Roadmap 
ETS  

Market mechanism 
┼ 

Policy 
 

  Kyoto Protocol 
ʃ֪ ӫʄ  

China: VER Interim Measurement 
Ҳ ЕVER ⸗  

Cihina: Notice ETS Pilot Program & Local  Policy 
Ҳ ЕETS ᵲ  

Carbon Finance 
 ЇҲ ⁯ Ї  

CDM 

VER ⁯  

Preparation  
Stage of ETS 
Regional Pilot 
‼  

ETS Regional 
Pilot ETS  

National ETS  
Ὴ ETS 

!ƭƭƻǿŀƴŎŜΣ //9wΣΧΧŦǳǘǳǊŜ ōǳǎƛƴŜǎǎ 



Pilot Progress 
 

Pilot Work ᵲῪ  
ÅLay down local legislation ┼  

ÅCap setting  

ÅScope and coverage  

ÅAllowance allocation ⅎ  

ÅMRV system MRV ┼  

ÅTrading scheme and Regulatory ֢ ┼  

ÅRegistry  ᵩ  

ÅOffset mechanism ị ┼ 

ÅCompliancy ┼ 

Beijign, Shanghai, 
Guangdong 

Tianjin, Shenzhen 

Hubei, Chongqing 

P
ro

gre
ss
 



Pilot ETS Summary and Comparison 
 

content BEIJING SHANGHAI GUANGDONG HUBEI TIANJIN CHONGQING SHENZHEN 

Cap setting 

 

Key factors for cap-setting for pilots: 
ǘƘŜ ǊŜƎƛƻƴŀƭ ŎŀǊōƻƴ ƛƴǘŜƴǎƛǘȅ ŀƴŘ ŜƴŜǊƎȅ ƛƴǘŜƴǎƛǘȅ ǘŀǊƎŜǘΣ D5t ƎǊƻǿǘƘ ǊŀǘŜΣ wŜƎƛƻƴŀƭ DID ƛƴǾŜƴǘƻǊȅ κ ƪŜȅ ǎŜŎǘƻǊǎΩ DID 
emission, Other economic factors, such as investment rate, industrial structure, energy structure, etc 
 

 

 

Threshold 

of coverage 

ᴑҙ

 

10,000 ton 

CO2e 

20,000 ton CO2 for 

industry , 

10,000 ton CO­2 for 

non-industry 

20,000 ton CO2 

(10,000 tce) 

Approx.120,

000 ton 

CO2e 

(60,000 tce) 

20,000 ton 

CO2 

20,000 ton CO2 

(10,000 tce) 

Industry: 20,000 

ton CO2  

Public building: 

2,000 ton CO2 

(20000 sqm  floor 

area 

With certain 

threshold on  

ton CO2/sqm ) 

Baseline 

year range 

‰   

2009-2011 2010-2011 2010-2012 2010-2011 2009 and 

onwards 

2008-2010 2009-2011 

Reporting 

requirement 

threshold  

ᴑҙ

 

Others 

voluntary for 

reporting 

emissions 

Mandatory 

reporting 

threshold: 10,000 

ton CO2  

Mandatory reporting 

threshold: 10,000 

ton CO2 (5000 tce) 

Mandatory 

reporting 

threshold: 

Approx. 

16,000 ton 

CO­2 (8000 

tce) 

Others 

voluntary for 

reporting 

emissions 

Others voluntary for 

reporting emissions  

Others voluntary 

for reporting 

emissions  



Pilot ETS Summary and Comparison 
 

content BEIJING SHANGHAI GUANGDONG HUBEI TIANJIN CHONGQING SHENZHEN 

Sector 

covered  

 

֟ҙ 

Iron & steel, 

cement, 

petrochemical

 , heating, 

power, facility 

and public 

buidling 

sectors   

Industry sectors: 

Iron & steel, 

petrochemical , 

non-ferrous, 

power, building 

construction, 

textile, paper & 

pulps, etc; 

Service sectors: 

airport, ports, 

airlines, railways, 

hotels, commercial 

and retails, and 

finance 

Power, cement, iron 

& steel, 

petrochemical, 

ceramics,  textile, 

non-ferrous, pulps & 

paper 

Iron & steel, 

petrochemi

cal, cement, 

power, 

paper 

Iron & steel, 

chemical, 

power, 

heating, 

petrochemic

al, oil & gas 

drilling, and 

residential 

buildings  

Electrolytic 

Aluminium , iron 

alloy, calcium 

carbide, sodium, 

cement, and iron & 

steel 

8 to 9 sectors and 

26 sub-sectors 

(manufacturing 

industries) 

Public and 

commercial 

buildings 

No. 

Enterprises 

covered 

ᴑҙ

 

420 -600 197 827 for trading 

1851 for reporting  

150 100 - 120 n.a 800  

 

Percentage 

of the total 

emission in 

the region  

ᴑҙ  

42% 45% 42% 35-36% 60% n.a 40-54% 



Pilot ETS Summary and Comparison 
 

content BEIJING SHANGHAI GUANGDONG HUBEI TIANJIN CHONGQING SHENZHEN 

Tradable 

Units 

֜  

¶ All pilots will trading CO2 (only one GHG type) 

¶ Emission Allowance,  Reduction Credits: Offsets-China Certified Emission Reduction (CCER) , including forestry carbon offset 

Allowance 

Allocation 

№  

Annual 

allocation  

One-time 

allocation 

Benchmarking 

approach applied 

in certain sectors 

One-time allocation  Annual 

allocation 

Annual 

allocation  

One-time allocation Free allowance + 

Auction 

ÅAll pilots chose free allowance for start, and would  explore the auction methodology for allowance allocation;  
ÅPilots competent authority holds certain allowance for price containment 
ÅKey factors for considering the allocation 

Historical emission (grandfathering)̆Per output emission level (benchmarking)̆Early action on energy efficiency  
Shut-down the outdated installation̆Future emission growth rate  
 

Banking(Ye

s/No) 

 

Yes  Yes Yes  Yes Yes Yes Yes 

Borrowing 

(Yes/No) 

Ṣ 

No No No No No No No 



Pilot ETS Summary and Comparison 
 

content BEIJING SHANGHAI GUANGDONG HUBEI TIANJIN CHONGQING SHENZHEN 

MRV 

MRV└  

ÅEach pilot develops the MRV guidance by referring EC guidance, ISO 14064-1, GHG Protocol, IPCC inventory, China provincial 
GHG inventory guidance, and Chinese energy consumption calculation and verification guidance 
ÅAll chose to include both direct and indirect emissions 
ÅAll allow the carbon reduction project as offsets, following China Certified Emission Reduction (CCER) validation and 
verification guidance  
ÅThird-party entities conduct the validation and verification 
 

Registry  

 

ᵣ  

ÅDevelop the electronic system for registry system for tracking allowance holding, transfer, cancel;  
ÅAll pilots registry system options would be very similar in terms of the function, and all learn from the EU ETS 
ÅNeed software and hardware IT system maintenance and backup system safety  
ÅAll pay attention to the IT system interface and potential linking to the national level registry  
 

Non-

compliance 

and penalty 

 

  

Yes, but not 

specified in 

the 

implementatio

n plan 

Yes, but not 

specified in the 

implementation 

plan 

Yes, but not 

specified in the 

implementation plan 

3 times of 
the carbon 
price as the 
fines;  
The next 
year 
allowance 
would be 
deducted 
for 2 times 
of the 
excess 
emissions  

Yes, but not 

specified in 

the 

implementati

on plan 

Yes, but not 

specified in the 

implementation plan 

3 times of the 

carbon price as 

the fines for 

excess emissions 

; 



Pilot ETS Summary and Comparison 
 

content BEIJING SHANGHAI GUANGDONG HUBEI TIANJIN CHONGQING SHENZHEN 

Market 

regulatory 

 

ÅAll pilots have laid out the oversight targets include enterprises, third party verifiers, traders, trading platform, trading 
activity, with the principle of transparency, equality, justice , and efficient  

-Trading platform oversight ς develop the transaction rule 
-Plan to develop the carbon price monitoring   
-Third-party entities regulation  
-Non-compliance penalty  

ÅAll pilots form a ETS pilot leadership group, and plan to develop the ETS management office 
 

Other 

characteris

tics (e.g. 

linking, 

financial 

services, 

products 

innovation, 

etc)  

ῒז  

Explore the 

carbon 

finance 

derivative 

products  

Consider to 

involve financial 

institutions, and 

explore various 

carbon finance 

products 

Consideration of 

linking Hubei pilots 

after 2014 

Considerati

on of 

linking 

Guangdon

g pilots 

after 2014 

Engaging Hong 

Kong entities for 

Shenzhen ETS 

Expected 

Pilot 

Starting 

ꜚ

 

Early to Mid - 

2013 

Early to Mid - 2013 Sep, 2013 Aug, 2013 Mid-2013 Sep, 2013 Mid-2013 



Pilot ETS Summary and Comparison 
 

Summary  
ÅCap setting  

Åthe regional carbon intensity and energy intensity target, GDP growth rate, Regional GHG 
ƛƴǾŜƴǘƻǊȅ κ ƪŜȅ ǎŜŎǘƻǊǎΩ DID ŜƳƛǎǎƛƻƴΣ hǘƘŜǊ ŜŎƻƴƻƳƛŎ ŦŀŎǘƻǊǎΣ ǎǳŎƘ ŀǎ ƛƴǾŜǎǘƳŜƴǘ ǊŀǘŜΣ 
industrial structure, energy structure, etc. ԋ ɻ ᵩ ɻ

ɻ֥ҟ ɼ 

ÅCovered sector ֥ ҟ  
Åkey emission sectors, > 40% annual emisssion.  
ῗ ᴗҟЇ ҿ  ҏװ40%

ÅAllowance allocation ⅎ  
Åannual/one-time allocation ⅎ Ї ҅ ⅎ  
Å methodology: grandfathering, or benchmark Ї ‼  
ÅAll pilots chose free allowance for start, and acution would  explore the;  

ᾭ  
ÅPilots competent authority holds certain allowance for price containment ᴍ ┼ 
ÅKey factors for considering the allocation ⅎ ῗ  

-Historical emission (grandfathering)̆Per output emission level (benchmarking)  

 ⅎ Е Ї ҟ ‼  
-Early action on energy efficiency  
-Shut-down the outdated installation̆ Future emission growth rate , new entrance 
₴ ᴗҟɻ ꜘῇ  



Pilot ETS Summary and Comparison 
 

Summary  
ÅMRV  MRV┼ Е 

ÅEach pilot develops the MRV guidance by referring EC guidance, ISO 14064-1, GHG Protocol, 
IPCC inventory, China provincial GHG inventory guidance, and Chinese energy consumption 
calculation and verification guidance  
 ‼ɻ Ὺ ‼ ԋMRVφ ɼ 
ÅAll chose to include both direct and indirect emissions  
ÅAll allow the carbon reduction project as offsets, following China Certified Emission 
Reduction (CCER) validation and verification guidance  
ÅThird-party entities conduct the validation and verification Ҏ ┼  

ÅRegistry  Е 
ÅDevelop the electronic system for registry system for tracking allowance holding, transfer, 
cancel; Ї ɻ  
ÅAll pilots registry system options would be very similar in terms of the function, and all learn 
from the EU ETS ғ ᵒ 
ÅNeed software and hardware IT system maintenance and backup system safety  
 ԋ ᴌɻ ᴌ  

 
 
 



Challenges & Solutions 

”⸗  



       Existing Problems 
             

ÅIdea problems: balance in low carbon development and  economy growth 

Е ᵤ ғ Ӑ  
VEnergy consumption and  the limitation of emission ғ ┼ 
VDifference in regional economy development  
 

ÅLegislation problems:  legislation delay  
VFundamental  law  
V Local  law  
V long period (3-5 years)  

Challenges  
ÅIdeal  
ÅInstitution ┼  
ÅTechnology  

Core  
 Incentive Mechanism 

יִ ┼ 



       Existing Problems 
             

ÅAbsence of data and standard 

  Ӕ ‼ 
Å Abance of availlable methodlogy of Allowance allocation   

  Ӕ  
Å Registry (standard) system 

  ҅ ‼  
Å Link of regional ETS pilot 

  ETS   
Å State-owned enterprises involved in ETS 

  ᴗҟ/ ᴗ ғETS 



Possible Solution 
”  

Possible solutions ”  
ïETS Legislation 

 ETS  

ïEncourage participation in ETS  
יִ  ꜘETS  

ïFocus on the key industry and enterprise  
װ  ֥ҟ ᴗҟҿ   

ïDatabase & Methodology 
  

ïUnified MRV system  
 ҅ MRVφ  

ïCarbon financial derivates 
 ETSҲ ῇ ֥  
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