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CHINA'S PROGRESS TOWARD ITS CLIMATE PLEDGE

China has committed to reducing its carbon intensity 60 to 65 percent from 2005 levels by
2030, peaking its carbon emissions by 2030, increasing non-fossil-fuel energy to 20 percent

of its energy mix, and expanding forested land. China has made significant progress since

the Paris Climate Change Conference in December 2015. Coal consumption has remained
relatively flat since its peak in 2013, and China’s wind and solar energy deployment continue to
grow at the fastest pace in the world. A transition to cleaner energy will help China tackle its
air pollution challenges and put the country’s future growth on a low-carbon pathway.

OVERVIEW OF NATIONAL CIRCUMSTANCES

Since the 1980s, China has undergone rapid
industrialization and urbanization. China is the world’s
biggest emitter of greenhouse gases, and was responsible for
23 percent of the global total in 2012.! In addition, China is
the world’s largest consumer of coal, which accounts for 62
percent? of the country’s primary energy consumption and
is the main source of its carbon emissions and its serious air
pollution. The government is now tackling these challenges.

CHINA'S CLIMATE PLEDGE

In advance of the 2015 Paris Climate Change Conference,
countries submitted pledges to reduce GHG emissions after
2020. China’s climate pledge included four goals for 2030:

1. Peaking carbon dioxide emissions by around 2030 and
making best efforts to peak earlier.

2. Lowering carbon dioxide emissions per unit of gross
domestic product (GDP) by 60 to 65 percent from the
2005 level.

3. Increasing the share of non-fossil (renewable and
nuclear) energy sources in the energy mix to around
20 percent.

4. Increasing forest stock volume by around 4.5 billion
cubic meters from 2005 levels.?

China is implementing a variety of measures to meet these
goals, including a national carbon cap-and-trade program,
a green dispatch policy, and a cap on coal consumption as
part of its 13th Five-Year Plan for 2016 to 2020.%*

CHINA WILL PEAK ITS CARBON 0 OF 2003
EMISSIONS AND REDUCE ITS = LEVELS
CARBON INTENSITY BY 0 BY 2030.
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THE PARIS AGREEMENT

In late 2015, the 2Ist session of the Conference of the Parties (COP2I) to the 1992 United Nations Framework Convention on Climate Change
(UNFCCC) was held in Paris. The 196 nations that are part of the UNFCCC approved the Paris Agreement, which aims to limit global temperature
rise to 2 degrees Celsius, and to make best efforts to keep it to I.5 degrees. To that end, countries submitted intended nationally determined
contributions (INDCs) detailing the level to which they planned to cut emissions and their plans to reach that goal. The Paris Agreement
entered into force on November 4, 2016 —and the INDCs are now formally enshrined as part of the Agreement—and hereafter referred to as

nationally determined contributions (NDCs).

China’s 20 percent target for non-fossil energy could
reduce carbon intensity by 70 percent—or even more, if
China’s actual GDP growth is slower than the projected

7 to 7.5 percent, as a number of independent analysts

have suggested is likely.® This target could contribute to a
significant drop for global carbon emissions, given China
was responsible for 28.5 percent of global carbon emissions
in 20157

In addition to its domestic commitments, China will support
climate action in other countries. During his September
2015 visit to Washington, President Xi Jinping announced
action on two fronts: China will provide $3.1 billion

USD (CNY 20 billion) through its South-South Climate
Cooperation Fund to support climate change mitigation

and adaptation in developing countries. Second, it will
“strengthen green and low-carbon policies and regulations
with a view to strictly controlling public investment flowing
into projects with high pollution and carbon emissions

both domestically and internationally, and is planning on
“taking the driving seat in international cooperation to
respond to climate change.” Progress is being made on
reducing coal consumption domestically, but it remains to
be seen whether China’s support for coal plants and other

high-carbon projects abroad will follow suit.? In September
2016, at the G20 summit in Hangzhou, China and the United
States formally joined the Paris Agreement. As the world’s
two largest GHG emitters, this action set the stage for other
countries to follow suit. The positive momentum helped the
Paris Agreement officially enter into force on November 4,
2016, several years before experts had anticipated that it
would.

CLIMATE MITIGATION POLICY

China’s climate commitment is supported by its 13th Five-
Year Plan (2016 to 2020), which includes energy intensity
(energy consumption per unit of GDP) and carbon intensity
reduction targets of 15 percent and 18 percent, respectively,
for 2020, continuing China’s efforts to make its economy
more energy efficient and low-carbon.? China’s 13th Five-
Year Energy Development Plan lays out China’s first-ever
mandatory coal cap, which aims to bring the country’s

coal consumption down from 64 percent of total national
energy consumption in 2015 to 58 percent in 2020."° The
National Climate Change Plan for 2014 to 2020 also calls for
stabilizing carbon emissions from steel and cement—two
of its most pollution- and energy-intensive industries—at
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2015 levels by 2020." The climate pledge lists several other
policies as well, including emissions standards for the
energy, metallurgy, iron, steel, petrochemical, chemical,
transportation, and construction sectors, as well as other
heavy industries. China’s commitment under the Paris

Agreement targets a carbon dioxide emissions peak in 2030.

However, since 2014, China’s carbon dioxide emissions
have fallen or have remained stable three years in a row."?
If China continues its efforts to decarbonize its economy,
it will be able to achieve its carbon dioxide emissions peak
goal well in advance of its 2030 target.

Renewable Energy Growth in China

China’s wind and solar energy markets are now the largest
in the world, and they are likely to maintain this lead given
current growth rates. The 13th Five-Year Plan for Energy
Development, released in January 2017, set an ambitious
target for wind power, aiming to reach 200 gigawatts (GW)
by 2020, up from 129 GW in 2015.5 It also planned for solar
capacity to reach 100 GW by 2020, up from nearly 43 GW
in 2015."* In a move of ambitious leadership, after realizing
it could surpass these targets, China revised its wind and
solar energy targets to 260 GW and 210 GW by 2020,
respectively.'

Over the past few years, China has consistently led the
world in renewable energy production and clean energy
investment, though a sizable portion of its non-fossil-
fuel energy comes from large hydropower, which has
environmental drawbacks. In 2016, China invested $88
billion USD in renewable resources, compared with the
United States’ $44.1 billion USD.'® The resulting increase
in generation from wind and solar resources was more
than enough to cover the growth in electricity consumption
in 2015." In the beginning of 2017, China announced its
intention to invest $360 billion USD in renewable energy
by 2020."

Coal Consumption Caps

Coal is China’s largest source of carbon emissions—
accounting for about 71 percent of the nation’s total—and
peaking coal consumption early is key."” In addition to the
mandatory national coal cap in its 13th Five-Year Energy
Development Plan, China is also implementing provincial
and local targets and plans for coal. This allows China to
continue reducing coal consumption rates, a trend which
started in 2014 and has continued through 2016.?° Capping
coal consumption could help ensure that China’s carbon
emissions peak much earlier than its 2030 target year.

In 2015, the National Center for Climate Change Strategy
and International Cooperation (NCSC), one of China’s
premier think tanks, released two studies as part of the
China Coal Cap Project coordinated by NRDC. These
studies showed that China’s carbon emissions could peak
by 2025 if coal consumption is no more than 4 billion tons
by 2020 and 3.5 billion tons by 2030.2! This earlier peak
would significantly improve air and water quality since
coal consumption accounts for 50 to 60 percent of China’s

fine particulate matter (PM 2.5) pollution and coal mining
consumed 67 billion cubic meters of water in 2010, 11
percent of national water use.?

In addition, a 2015 study from the London School of
Economics examined China’s shifts from heavy industry to
a services and consumer economy and from coal to cleaner
energy and found that emissions could peak by 2025 or
sooner.?® The overall emissions reduction could be even
more dramatic if China’s GDP growth slows as part of the
“new economic normal.” In this scenario, China’s leaders
will seek slower but more stable and sustainable GDP
growth using low-carbon energy sources.

Regional coal consumption caps: Mandatory coal
consumption caps have already been adopted in many of
China’s top coal-consuming provinces. Beijing, Tianjin,
Hebei, Shandong, Henan and the Pearl River Delta are to
reduce their coal consumption by about 10 percent by 2020,
compared to 2015; while Shanghai, Zhejiang, Jiangsu, and
Anhui are to reduce their coal consumption by about 5
percent. Given the significant coal consumption in these
regions, this will result in a reduction in coal consumption
of about 140 million tons by 2020 if the regions all fulfill
their targets.

Peaking coal consumption in China’s power sector:
China’s power sector is undergoing a historic shift from
relying primarily on coal power to integrating a growing
share of wind, solar, and other low-carbon generation
sources. The share of coal power in China’s total electricity
generation fell from 67.2 percent in 2015 to 65.2 percent

in 2016. Faced with significant overcapacity of coal power,
China moved to halt the construction of over 150 GW of
coal power plants in the first half of 2017.%* Still, China’s
coal power capacity is slated to rise from around 900 GW
in 2015 to 1100 GW in 2020, as outlined in China’s 13th Five
Year Plan for Energy Development. Limiting the expansion
of China’s already bloated coal power capacity could reduce
the risk of stranded assets, which have been estimated at
almost $1 trillion USD,* and bring significant environmental
and health benefits.

Building an Efficient, Low-Carbon Enerqgy System

China’s 12th Five-Year Plan set a binding energy efficiency
target to cut energy intensity by 16 percent from 2011 to
2015. China surpassed that goal and reduced its energy
intensity by 18.2 percent. These efforts will continue in
the 13th Five-Year Plan with a 15 percent energy intensity
reduction target for 2020. To this end, China is continuing
to push for mandatory energy efficiency measures for the
top 15,000 energy-consuming companies. China is also
implementing its Action Plan of Industries Addressing
Climate Change (2012 to 2020) and will set carbon
emissions targets and action plans for key industries. For
instance, China has committed to reducing the production
and consumption of potent GHGs like hydrofluorocarbon-22
(HFC-22) by 35 percent from 2010 levels by 2020, and by
67.5 percent by 2025. The nation also pledged to control
emissions of HFC-23 by 2020.
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In addition, Chinese companies are taking the lead on
developing air-conditioning equipment that does not rely on
HFCs.

Controlling Emissions from the Transportation

and Building Sectors

China is taking measures to make its buildings more energy
efficient by adopting increasingly stringent standards for
new construction and energy efficiency retrofits for existing
buildings. To accommodate its rapid urbanization, China is
adding billions of square feet of floor space in new buildings
every year. By 2020, China plans to increase the share of
green buildings in new construction to 50 percent.

Also, in step with urbanization, emissions from the
transportation sector have grown rapidly. In response,
China plans to increase the share of public transportation in
large and medium cities to 30 percent by 2020.%¢ In addition,
China aims to have 5 million “New Energy Vehicles”
(battery electric, plug-in hybrid, fuel-cell vehicles) on the
road by 2020. China is also in the process of rolling out a
credit mandate that would require manufacturers to meet

a New Energy Vehicle production quota, in tandem with a
credit mandate for fuel economy, and China’s Ministry of
Information and Industry Technology has announced it is
working on a phase out plan for the sale of petrol vehicles.
Meanwhile, China is strengthening its vehicle emission
standards to be as strict or stricter than existing standards
in the United States and the European Union.”

Promoting Carbon Emissions Trading Markets

In 2013, China established pilot carbon emissions trading
programs, and a national carbon emissions trading program
is expected as part of the 13th Five-Year Plan.?® Emissions
trading programs have been piloted in the cities of Beijing,
Tianjin, Shanghai, Shenzhen, Chongqing, Qingdao, and
Guangdong as well as the province of Hubei. China will
establish a nationwide carbon cap-and-trade program in
late 2017 or early 2018, setting a price on carbon in major
industrial sectors like power, aluminum, and cement.? In
2014, the National Development and Reform Commission
published the Interim Measures for Carbon Emissions
Trading, providing basic rules for the program.®

Enforcement

In 2014, the Chinese government declared a war on
pollution and identified environmental quality as one

of its top five agenda items. Policies to address climate
change are intertwined with this because sources of air
pollution such as coal plants are also the major sources
of carbon emissions. The government is using political
pressure, tighter standards, and accountability to meet its
environmental goals. Air pollution has become a defining
issue, as evidenced by the Chinese State Council’s new air
pollution measures, including:

B A policy of rating the performance (and thus determining
the career prospects) of every mayor, provincial
governor, and state-owned enterprise head on how well
they meet their allocated environmental, energy, and
climate targets.

® The amended Environmental Protection Law, which
went into effect January 1, 2015, and the Air Pollution
Prevention and Control Law, enacted on January 1, 2016,
allowing enforcement officials to assess much higher fines
on polluters.?*?

® The January 2014 environmental transparency regulation
that requires China’s top 15,000 polluters across the
power and heavy-industry sectors to report their air
and water emissions in real time to environmental
authorities, who then publicly release the data.*

In 2017, China has intensified its pollution crackdown,
collecting over $123.2 million USD in fines from over
18,000 polluting companies, with over 12,000 officials being
disciplined for sub-standard environmental performance.**

THE ROAD AHEAD

China is already taking strong action to peak its carbon
emissions. In fact, the nation could peak its coal
consumption—and its carbon emissions—even earlier

and at a lower level than thought by experts only a few
years ago.* China is now a global leader when it comes

to international action on climate change. China should
work with other key global players, such as the G20,

and with Chinese-led institutions, like the new Asian
Infrastructure Investment Bank (AIIB), to promote clean
energy in developing countries. This will position China as
aleader in advancing a strong international climate agenda.
China’s 2030 commitment should also encourage developed
countries to raise their ambitions to be in line with the Paris
Agreement’s goal to keep global temperature rise below 2
degrees Celsius above preindustrial levels, while making
best efforts to limit it to 1.5 degrees.
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