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1. EDITORIAL

Dear Readers and Friends of GBG,

Green Budget Germany has increased its reach
and relevance considerably in the last year, espe-
cially since the Eighth Globa Conference on En-
vironmental Taxation in Munich, the biggest in-
ternational conference ever organised by GBG.
For more details, see the Special Edition of GBN
sent out before Christmas 2007. The majority of
the filmed conference-presentations is available
at: http://www.worldecotax.org/videos.php . At the
same time, the worldwide environmental discus-
sion has been widening in scope with e.g. the UN
ecological reports on the free market. As well,
new topics like certificate and emission trading
and the reduction of environmentally harmful sub-
sidies are ever more on the agenda. GBG is re-
sponding to the challenge by improving its Euro-
pean lobby work in the form of “Green Budget
Europe”, a new EU-wide platform on MBI for en-
vironmental policy. In September 2008, a launch-
ing conference in Brussels has been scheduled
with conference partners the European Environ-
mental Bureau (EEB). For more information,
watch this space!

In Germany, too, something is changing and re-
markable topics, such as ambitious environmental
aims and market-based instruments, are coming to
the fore. The Sociad Democratic Party and the
Green Party have been discussing a new ‘climate
bonus model for EFR, while the Conservative
Christian Democrats of Baden-Wirttemberg are
supporting the introduction of an air ticket tax. Fi-
nally, we have drawn up a very interesting pro-
gramme for our annual conference in Kassel from
May 30th to June 1st 2008.

Green Budget Germany is taking advantage of all
these windows of opportunity to further the cause
of Environmental Fiscal Reform, particularly by
widening our focus to include the European per-
spective.

As you know, new and inspirational projects al-
ways need an initial financial boost, and so does
Green Budget Europe. We thank for your contri-
butions: Account Holder: Forderverein Okolo-
gische Steuerreform, at GLS Gemeinschaftsbank,
IBAN: DE87430609678043713000, BIC/ SWIFT:
GENODEM1GLS.

Your GBG Editorial Staff
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Critical Issuesin Environmental Taxa-
tion: International and Comparative Per-
spectives
Stop press! Volume V of the Critical Issues se-
ries, documenting the GCET conference series, is
out now. This volume brings together papers from
the 7" GCET which took place in Ottawa, Can-
ada, in 2006 and includes articles from Anselm
Gorres, Ka Schlegelmilch and  Jacqueline

Cottrell.

Watch this space for the GBG edited volume cov-
ering the 2007 Munich GCET.

To order, go to: http://www.oup.co.uk/

News about our officel

Two positive events have resulted in some major
changes at Green Budget Germany: in January
2008, our Managing Director Andrea Sauer, our
long-standing and very professional Managing Di-
rector, went on maternity leave for one year. We
wish her all the best, in particular for the first
steps of her second child Luca (a son). On January
27th 2008 our Managing Director Christian Meyer
was elected as Member of the Lower Saxony Par-
liament for the Green Party. After more than 4
years of successful work for Green Budget Ger-
many, we wish him all the best for his new career.
He still continues to give us his valuable contribu-
tion as Green Budget Germany member and advi-
sor.

As a recent and newsworthy substitute, the newly
graduated Sebastian Schmidt was employed in
2007. He has proved himself to be an important
resource for GBG with his knowledge of the sci-
ence of public administration and management, e.
0. the field of emissions trading. He graduated in
Potsdam in administrative sciences and wrote his
degree thesis about the governance of the alloca
tion of emission rights in the first period of the
European emissions trading in Germany. His
knowledge of the emissions trading system fits
perfectly with our work, which deals with far
more than environmental taxation, covering all
market-based instruments for environmental pol-
icy.

Since April 2008, Green Budget Germany has
also employed its second new Managing Director
Damian Ludewig. A very well-known member of
the German NGO-Community, Damian is a mem-
ber of the DNR-Board, the umbrella organisation
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of German environmental NGOs, and also mem-
ber of the Climate Alliance Steering Committee.
He is an economics graduate and wrote his degree
thesis about the taxation of national resources.

2. EcoLoGIcAL TAX REFORM

New climate treaty will be 'more
ambitious' than Kyoto

[abc.net, April 1% 2008] The United Nations con-
cedes finding consensus between more than 160
nations meeting in Bangkok for climate change
talksis a daunting task.

The meeting in the Thai capital hopes to agree on
a battle plan to stop the world's temperatures from
rising, building on the so-called 'Bali Road Map/,
which called for a new treaty on global warming
by the end of 2009 - three years before the current
Kyoto protocol expires.

Bali was marred by ongoing friction between rich
and poor nations battling it out over who should
carry the greater responsibility for global warming
and who should make the bigger carbon emission
cuts.

The spokesperson for the United Nations Climate
Change Secretariat, John Hay, has told Radio
Audtralia's Asia Pacific program if talks proceed
as planned, a new treaty is expected to emerge
from Copenhagen talks in 2009.

"WEell have a treaty in place which is far more
ambitious than the existing Kyoto Protocol, which
will dramatically reduce productions in line with
what scienceistelling usis needed,” he said.
"That means a 50 per cent reduction in global
emissions, compared to 1990 levels."

Mr Hay says Bangkok is the first stage of the
process |eading up to negotiations, and the conten-
tious balance between emissions from rich and
poor countries is not expected to slow the talks at
this stage of the process.

"The mood is generally very positive," he said.
"There is a sense of urgency, there is a sense that
we have... less than two years to conclude this
work program, so we're actually quite positive that
well makeit."
http://www.abc.net.au/news/stories/2008/04/01/220498
7.htm
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New York Major Bloomberg accuses
candidates of
failing to address tough climate issues
and callsfor a carbon tax

[Nathanial Gronewold, special to E& ENews PM,
11" February 2008] New York City Mayor Mi-
chael Bloomberg (I) blasted presidential candi-
dates for not properly addressing climate change,
saying the front-runners are merely telling voters
what they want to hear rather than facing up to
hard truths.

In anticipation of nationwide legislation to control
heat-trapping greenhouse gases, Bloomberg said
he believed a tax on carbon dioxide emissions
would be more successful than a"less direct” sys-
tem of cap and trade.

Talking to reporters after delivering a speech at a
two-day series of talks and panel discussions on
climate change at U.N. headquarters, Bloomberg
expressed his dismay at how little the issue has
come up in the presidential campaign. His predic-
tion from a few months back that important envi-
ronmental issues would scarcely be mentioned in
the current election cycle has "proven right," he
said.

"It is one of the seminal issues of our time, and |
think al the candidates on both sides of the aisle
should be asked explicitly: Where do you stand
and what will you do?' Bloomberg said. "They
want to say 'l can give you something for nothing,
and you can have it quickly." And nobody wants to
talk about the risks or the costs of plan B if it
doesn't work."

Earlier in the day Bloomberg boasted of New
Y ork's leadership on the climate issue to an audi-
ence of government representatives, private busi-
nessmen and U.N. officials. Bloomberg high-
lighted four of hisrecent initiativesin his remarks:
New Y ork's move to convert the city's taxi fleet to
hybrid vehicles in five years, his controversia
congestion pricing plan, efforts to improve the
city's energy efficiency and reduce the carbon
emissions of city buildings, and an effort to plant
1 million new trees over the next 10 years.

Late last month Bloomberg's proposal to charge
$8 to vehicles entering below 60th Street in Man-
hattan during peak weekday traffic times won ap-
proval from a state commission. The plan still
faces stiff opposition among city and state law-
makers and has to win approval from Albany and
the City Council to be enacted. If congestion pric-
ing wins approval by March 31, New Y ork will be
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eligible to receive $354.5 million in federa funds
to improve mass transit.

"New York City can shrink our carbon footprint
30 percent from current levels by the year 2030,"
Bloomberg told the audience. "And recent au-
thoritative studies indicate that the U.S. could do
something very close to that, too -- and at nearly
Zero net cost, because so many of the energy effi-
ciency strategies involved actually save money in
the long run.”

Bloomberg added: "l believe the U.S. should en-
act atax on carbon emissions.” He asserted that a
cap-and-trade system for dealing with emissions
was "an approach that | believe would be less di-
rect and therefore less successful. But either alter-
native would be superior to our current inadequate
status quo. Instituting either would mark a major
and welcome commitment to addressing climate
change."

Bloomberg also blasted the energy bill recently
adopted by Washington lawmakers, saying that
the federal money to support corn ethanol in-
cluded in the bill amounts to a subsidy for 10 per-
cent of crop growers and would contribute to food
insecurity worldwide.

"I have thought and said repeatedly that the last
energy bill that the United States Congress passed
and the president signed would raise food costs in
this country and also around the world, and people
literally will starve to death in parts of the world,"
he said.
http://siliconinvestor.advfn.com/readmsg.aspx?msgid=
24303537

I nternational climate change conference
highlights
carbon tax as an alternative to carbon
trading

[Robert J Shapiro, Business Spectator, November
15" 2007] At the International Climate Change
conference, which begins today in Sydney, key-
note speaker Robert J Shapiro will argue that the
current global focus on carbon trading as a means
of tackling climate change is misguided. The arti-
cle below is an edited extract of his paper, in Cli-
mate Change: Getting it right, published by the
conference host, the Committee for Economic
Development of Australia.

A solid consensus has emerged among scientists
and most public officials around the world that
emissions of greenhouse gases from burning fossil
fuels, especially carbon dioxide (CO,), contribute
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significantly to climate changes which could have
very serious, adverse effects.

The two most prominent strategies for reducing
greenhouse gases are a global system of national
caps on the emissions and tradable permits, mod-
elled on the Kyoto Protocol, and global, harmo-
nised, net carbon-based taxes.

Recent economic analyses and evidence strongly
suggest that carbon taxes would be a more envi-
ronmentally effective and economically efficient
way to address climate change than a cap-and-
trade system, and provide stronger incentives to
develop adternative fuels and more energy-
efficient technologies.

Both of the two principal policy approaches nec-
essarily result in higher prices for fossil fuels, but
in different ways.

Carbon taxes raise the price of carbon-based en-
ergy directly, predictably and in a constant man-
ner, imposing the greatest costs on those firms and
economies that produce the most emissions. In so
doing, carbon taxes create direct incentives to re-
duce carbon-based energy use or substitute
cleaner forms of energy, until the cost of doing so
is greater than the tax.

A serious cap-and-trade program applies no direct
charge to emissions up to its cap, but the cap for
the system is set below its current or forecast
emissions.

The two approaches differ in several important
ways. The critical economic distinction is that
cap-and-trade directly controls the quantity of
emissions, while carbon taxes directly control
their price.

The result is that cap-and-trade can produce a des-
ignated quantity of emissions, but with much
greater potential volatility in energy and energy-
related prices, while carbon taxes will produce
more certain prices for energy and energy-
intensive goods, but greater uncertainty about the
quantity of total emissions.

These two trade-offs are not equivalent.

By regulating the quantity of emissions, a strict
cap-and-trade program will drive the price of
permits to whatever level is required to bring
emissions under its cap.

The price of permits and their underlying energy
source will rise sharply when emissions increase,
because, for example, an industry or country’s
growth accelerates or the winter weather is colder
than expected.

This price volatility is both evident and substantial
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in both the emission permits traded under the US
acid rain program, the major US example of cap-
and-trade, and in the first 22 months of CO, per-
mit trading under the European Emissions Trading
Scheme (ETS).

A carbon tax does not increase or accentuate the
volatility of energy prices because it raises the
unit-cost of energy by a constant amount (depend-
ing on its carbon content), regardless of how fast a
company, industry or nation’s emissions are
growing.

While the tax will reduce emissions by raising the
relative price of more carbon-intensive fuels (and
lowering the relative price of less carbon-intensive
alternatives), no one can predict the precise extent
of those effects for any particular level of carbon
tax, and consequently the tax may be set too low
to achieve a particular emissions goal in a given
year. However, this shortcoming is more easily
offset than the price volatility of cap-and-trade.
The environmental costs of greenhouse gases oc-
cur over along term, and in principal a govern-
ment can raise or lower the carbon tax rate year by
year to achieve the long-term emissions reduc-
tions it seeks.

While some proposals for cap-and-trade systems
include provisions to reduce price volatility by
auctioning or distributing additional permits when
permit prices increase sharply, these provisions
address the price volatility after it has already oc-
curred and taken atoll on investment.

A second important difference is that global car-
bon taxes have generally comparable effects from
country to country, while a global cap-and-trade
program usually does not.

A global cap-and-trade system creates a range of
effects and incentives across countries, depending
on the base from which it calculates the emissions
targets for each country. Once a cap-and-trade
agreement determines that a country’s emissions
should be reduced by a certain percentage relative
to its current emissions or to its emissions in a
previous base year, the country may be able to
meet its target without taking any steps if its
economy slows— or it could take serious measures
to reduce emissions and still fail to meet its target
because its economy is growing faster than nor-
mal.

The third important difference is that cap-and-
trade programs are more difficult to administer
and more vulnerable to evasion, corruption and
mani pulation than carbon taxes.
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The administration of a net carbon tax is straight-
forward: Each country would apply a tax rate to
every energy source, which, after counting the
country’s current energy taxes and subsidies,
would produce the globa net carbon tax rate.
Each country could also collect the receipts using
the same mechanisms it relies on for existing en-
ergy or business taxes. Under cap-and-trade, each
country first has to create a new system to distrib-
ute its national cap among its energy-related in-
dustries and their thousands of companies and
plantsin the form of permits; then it must set up a
monitoring system to track energy production at
every site before and after permits are traded.
Cheating also poses a more serious problem for
cap-and-trade than carbon taxes. While some
companies will try to evade their taxes, the gov-
ernment on the other side of the transaction has a
strong interest in discovering and stopping it. Un-
der cap-and-trade, if a company fraudulently un-
derstates its energy production and emissions so it
can sell permits for some of them, the buyer on
the other side of the transaction has no incentive
to uncover or reveal the fraud.

Asaresult, Yale economist William Nordhaus has
concluded that “cheating will probably be pan-
demic” under cap-and-trade.

Given these drawbacks, cap-and-trade’s principal
attraction appears to be political feasibility. Many
environmental activists assume that a global cap-
and-trade program is more achievable than global
carbon taxes, because much of the world agreed to
Kyoto and most people resist higher taxes.

People and companies in every country resist
higher taxes. Yet Sweden and Denmark have ap-
plied carbon taxes, or their equivaent, and are
now among the most emission-efficient econo-
mies in the world.

On balance, if the world community intends to
take serious steps to slow and ultimately reverse
climate change, the evidence strongly suggests
that a global carbon tax would be preferable to a
globa cap-and-trade system on economic, envi-
ronmental and even political grounds.
http://www.busi nessspectator.com.au/bs.nsf/Article/Th

e-great-carbon-debate-8X BY H?OpenDocument
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California proposes a global-warming fee
on businesses -
Bay area firmswould be charged based
on emissions

[Paul Rogers, Mercury News, September 2™
2007] In the first such program in California, and
perhaps the United States, Bay Area air pollution
regulators are proposing to charge an annual feeto
thousands of businesses based on the amount of
greenhouse gases they emit.

The fee - 4.2 cents per metric ton of carbon diox-
ide - would affect everything from oil refineries to
power plants, and landfills, factories and small
businesses like restaurants and bakeries.

The largest emitter of greenhouse gases in the Bay
Area, the Shell ail refinery in Martinez, would pay
$186,475 a year for its 4.4 million annual metric
tons of emissions. The largest emitter in Santa
Clara County, the Hanson Permanente Cement
Plant in Cupertino, would pay $44,507 a year for
its 1.05 million tons.

After years of voluntary measures, the fees, pro-
posed this week by the Bay Area Air Quality
Management District, set a precedent as the first
time that businesses and government agencies
would face financial consequences for contribut-
ing to global warming. If successful, the fees
could be copied al over the state and country,
perhaps ultimately at much higher prices.

"The climate is changing, and we think that eve-
rybody needs to help with the solution and pay
their fair share to reduce greenhouse gases,” said
Jack Broadbent, executive officer of the Bay Area
Air Quality Management District in San Fran-
Cisco.

"This is the next step in addressing the problem.
The public is demanding that we be part of the so-
lution."

The air district, a state agency, for the past 50
years has regulated smog in the nine counties
around San Francisco Bay - Santa Clara, Ala
meda, Contra Costa, Marin, San Francisco, San
Mateo and Napa, and portions of southwestern
Solano and southern Sonoma counties.

The air district's board will begin discussing the
rule as early as late February and could take a fi-
nal vote by May.

Almost certain to draw controversy and national
attention, the proposal is designed to raise $1.1
million a year, Broadbent said. It is not a "carbon
tax," but a cost recovery fee, he said, because the
money would not go into a general fund, but
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would be used instead to pay for the air district's
global-warming-reduction programs.

The proposal also is being closely watched around
the state, since it would represent the first time
that companies have been hit with fees based on
their greenhouse gas emissions. Nearly every pro-
gram in the United States to reduce greenhouse
emissions has been voluntary to date.
Environmentalists Friday called the proposa a
watershed event.

"There are costs associated with emitting carbon
dioxide, and the people who emit it should pay the
costs," said Carl Pope, national executive director
of the Sierra Club.

Pope noted that in April the U.S. Supreme Court
ruled that carbon dioxide is a pollutant that can be
regulated under the Clean Air Act just like other
chemicals that cause smog. That changes every-
thing, he said.

"That ruling is going to trigger a whole series of
regulatory responses like this," Pope said. "Thisis
the first one that has a fee associated with it. You
are going to see fees, and emissions standards, and
permits for coal-burning power plants turned
down. The country has now decided we are going
to clean up carbon dioxide like we clean up other
types of air pollution.”

Industry officials reacted warily to the plan.
Tupper Hull, a spokesman for the Western States
Petroleum Association in Sacramento, said hitting
oil refineries and power plants with fees could end
up hitting consumers in the pocketbook.

"This proposal will raise the cost of producing en-
ergy and fuel for California consumers, and at a
time when consumers have concerns about what
they are paying,” he said. "We can't say how much
that is, but it isa significant concern.”

Hull also said that if some of the other 30 air dis-
tricts in California - or cities or counties - begin
copying the idea, the state will have a confusing
patchwork of rules right at the time it is trying to
craft a statewide solution to globa warming under
alaw signed by Gov. Arnold Schwarzenegger two
years ago.

Under the proposal, al 10,000 "stationary
sources' of air pollution that the air district regu-
lates would be subject to the fee, including busi-
nesses and government agencies. They would pay
it annually as part of getting their overal air qual-
ity permit renewed. Small businesses would pay
perhaps $10 or less. Large businesses that burn
lots of fuel and use large amounts of energy
would see costs in the tens of thousands of dollars.
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The fee does not affect homeowners or motor ve-
hicles.

Of the 10 largest greenhouse gas emitters in the
Bay Areg, five are ail refineries in the Martinez-
Richmond area, and four are large power plantsin
the same area. Only one, the Hanson Permanente
Cement plant in Cupertino, isn't a power plant or
ail refinery. The district has computed rankings on
everything from landfills to the United Airlines
maintenance facility at San Francisco Interna
tional Airport, the 30th-largest Bay Area green-
house-gas emitter, with 114,427 metric tons of
greenhouse gases. It would have to pay $4,805
under the proposed rule.

Once a carbon fee is in place, critics worry, it
could easily increase. But that's the best way to
cut greenhouse gases, say some experts.

"I think this is tremendously gutsy,” said Dan
Kammen, a Harvard University-trained physicist
who is director of renewable energy programs at
the University of California-Berkeley.
"Emissionsin California are still going up. All the
nice paperwork is not going to make emissions go
down until we put a price on what we don't want -
which is greenhouse gas emissions.”

Europe set up a carbon-trading market after its
countries signed the Kyoto agreement. Under that
"cap and trade" system, companies are limited in
the amount of carbon dioxide they can emit. If
they emit less, they can sell credits to other com-
panies that exceed their limits. Currently, the
market cost is about $40 a ton, Kammen noted.
Cdlifornia is studying creating a similar carbon
market, and all three leading presidential candi-
dates - Sens. Hillary Clinton, Barack Obama and
John McCain - have said they support creating a
national mandatory cap-and-trade program.
Northeastern states also are setting up a similar
market for power plants.

"What the air district is doing is what every
economist knows is coming - but somebody has to
go first," he said.

A majority of climate scientists agree that the
Earth is warming because of the buildup in the
atmosphere of carbon dioxide from the burning of
fossil fuels, which trap heat. The 10 hottest years
since modern records began being kept in the
1880s al have occurred since 1990, according to
the National Climatic Data Center, a federal
agency in North Carolina.

More information:
http://www.mercurynews.com/valley/ci 8215767
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3. EMISSION TRADING

European Parliament votes (in second
hearing) on theaviation ETS

[Evert Hassink, Friends of the Earth, May 2008]
Next week the European Parliament will vote (in
second hearing) on the aviation ETS. Pressure
from the Council of Ministers and the airline in-
dustry to accept a "symbolic", ineffective ETS is
strong. Your help is needed to make the MEPs
support an effective ETS! Go to the website and
mail MEP's today! Forward this information to
friends and aviation campaigners in your country.
please see here;
http://www.foe.co.uk/campaigns/transport/press for_c

hange/eu/index.html . The e-mail action is available
in many languages. English, Slovenian, Swedish,
Spanish, Italian, Dutch, When your language is
not available your e-mail will be sent in English.

It is very important that as many people take part
in this action as possible. Time is running out be-
fore the upcoming vote. Thank you once again for
all your help!

Japan to consider emissionstrading

[carbonpositive.net, 3 ™ March 2008] Japan says
it will consider implementing an emissions trading
scheme from 2013 as it develops policy measures
to rein in ballooning greenhouse emissions.
The government confirmed on Friday a cap-and-
trade scheme would be part of the discussions on
developing a stronger response to climate change
when the current Kyoto Protocol commitment pe-
riod runs out in 2012.
This follows an apparent softening of the stance of
the powerful Ministry of Economy, Trade and In-
dustry (METI) last month against setting compul-
sory emissions caps on industry and trading emis-
sion rights.
The issue of carbon trading has been a thorny in
Japan for years with big business and METI up to
now united in opposition to such measures. Go-
vernment policy has instead relied on voluntary
measures but these have not been enough to cut
emissions and the country remains well above its
Kyoto target.
The government has long said it hadn’t ruled out
emissions trading but little progress has been ma-
de in light of strong business opposition. Even
now, further voluntary measures on behalf of in-
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dustry and households are also under considerati-
on with an official panel due to report on the ran-
ge of options recommendations by June.
The Tokyo Stock Exchange has said it is “eager to
act as the trading market for emission rights’ in
the country and is drafting a plan with government
officials, academics and financia houses.
The Japanese government is in the process of stri-
king agreements with eastern European countries
including Russia, Ukraine and Hungary for the
purchase of surplus emissions rights to help meet
its target.
Japan holds the rotating presidency of the G8 and
will host its leaders’ summit in July. With its own
Kyoto effort lagging the government under prime
minister Yasuo Fukuda has aready signalled it
wants to demonstrate international leadership on
climate change. There are reports in loca media
that the government will also soon announce a
contribution of amost $2 billion to a new fund to
promote clean technology transfer in developing
world.
http://www.carbonpositive.net/viewarticle.aspx?articlel
D=1008

Australia gears up for emissionstrading

[ carbonpositive.net, March 18™ 2008] Australia's
new Labor government has confirmed that emis-
sions trading will begin nationally in 2010, sti-
cking to a pledge made when in Opposition.
Climate change minister Senator Penny Wong an-
nounced a timetable for development of a manda-
tory emissions trading scheme (ETS) that will see
apolicy green paper on scheme design released in
July and draft legislation by the end of the year.
Business and community consultations are inclu-
ded in the timetable.

The policy paper will be influenced by the report
of economist Ross Garnaut, commissioned by the
Labor Party to investigate best approaches to re-
ducing greenhouse gas emissions and carbon pri-
cing including which sectors should be covered
and when.

It is aso likely to draw on the work of two
taskforces set up by State governments and the
former Howard federa government which re-
commended firm emissions caps be set ten years
out, most emissions permits be auctioned, vulne-
rable consumers be compensated and the competi-
tiveness impact on trade-exposed, energy-
intensive industries taken into account.
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Senator Wong described the scheme to put an e
conomy-wide price on carbon as "the most signi-
ficant economic and structural reform undertaken
in Australia since the trade liberalisation of the
1980s."

Heavy emitters will have to conduct detailed mea-
suring and monitoring of their greenhouse gas e
missions from July under a new monitoring sche-
me, already enacted, to underpin the ETS.

The government has set a long term target of re-
ducing emissions by 60 per cent below 1990 le-
vels by 2050 and will announce an interim 2020
target later this year following the final report of
the Garnaut Review. Prime minister Kevin Rudd’s
first act on coming to power last November was to
ratify the Kyoto Protocol.

See:
http://www.carbonpositive.net/viewarticle.aspx?articlel
D=1026

Australia: the National Emissions Trad-
ing Taskforce (NETT)

[emissionstrading.nsw.gov.au, 2008] State and
Territory Governments in Australia recognise the
importance of addressing climate change, and are
considering a range of effective policy responses
to ensure a flexible way of achieving greenhouse
gas abatement in the transition to a carbon
constrained future.

A key measure being investigated is a national
emissions trading scheme (NETS). A carefully
designed NETS could provide a mechanism for
the Austraian economy to transition more
smoothly to a carbon constrained future, and po-
tentially link Australia to international carbon
markets.

The European Union has recently established its
own emissions trading scheme, and other regions
and nations are actively considering emissions
trading approaches. Creating a market for green-
house gas emissions and emissions reductions has
the potential to provide flexible and low cost aba-
tement options while accelerating the adoption of
existing and new technologies.

Audtralian State and Territory Governments
established the National Emissions Trading
Taskforce to develop a multi-jurisdictional emis-
sions trading scheme for consideration by State
and Territory Governments.

This website provides an outline of the Taskfor-
ce's work program, key documents for download,
and details of the stakeholder consultation process

greenbudgetnews19 v8.doc 5/23/2008



GREENBUDGETNEWSNO. 19

that is essential to the success of the NETS initia-
tive.

If you would like to stay up to date with the
Taskforce's progress, please register your details
on our email list.

We look forward to your contribution to the de-
sign of a National Emissions Trading Scheme for
Austraia.

NETT's relationship with the Prime Minister's
Task Group on Emissions Trading

The Prime Minister has recently announced ajoint
Commonwealth-business Task Group to advise on
the nature and design of a workable global emis-
sions trading system in which Australia would be
able to participate. The Prime Ministerial Task
Group will also advise and report on additional
steps that might be taken, in Australia, consistent
with the goal of establishing such a system.

The Prime Minister's Task Group is entirely sepa-
rate to the National Emissions Trading Taskforce
(NETT). The NETT is not represented on the
Task Group or its Secretariat.

Given the differences in focus between the work
of the NETT and of the PM's Task Group, the
NETT will continue with its work on the deve-
lopment of a design for a possible national emis-
sions trading scheme, with a view to recommen-
ding a preferred scheme design in the second half
of 2007.

However, given the substantial prospects for in-
teraction between the two work streams, and to
avoid duplication of work effort, the NETT will
seek opportunities to engage with the Prime Mi-
nister's Task Group, and to share the results of the
NETT's stakeholder consultation process. We will
provide future updates on our progress on this
website.

See: http://www.emissionstrading.nsw.gov.au/

UK publishes 2006 resultsfor EU Emis-
sions Trading Scheme

[defra.gov.uk, 5™ February 2008] The EU Emis-
sions Trading Scheme worked smoothly in 20086,
but was adversely affected by a low carbon price
caused by overallocation of allowances in some
Member States, a report detailing the 2006 results,
published by Defratoday, has shown.

In 2006, there was 100% compliance from the
12,000 installations monitoring and reporting e
missions.

The report shows that the UK had a deficit of 33
million allowances in 2006, demonstrating that
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the UK had set aredlistic emissions cap for itsin-
dustries. The unusually high internationa price of
gas aso drove more coal-fired electricity genera-
tion, causing a further shortfall of allowances in
the UK.

The report also shows that across the EU there
was a significant oversupply of alowances in
2006, which led to the Phase | alowance price
dropping throughout 2006.

The issue of overallocation in some EU Member
States was a problem identified in Phase |, and the
European Commission took strong and welcome
action to ensure that there was real scarcity in the
market for Phase 11, which started this year. The
strong carbon price so far in Phase |1 is an encou-
raging indication that this problem has been resol-
ved.

The report draws together the results across the
UK industry sectors covered by the EU ETS and
looks at the key factors that affected the results
e.g. fud prices, energy prices and emission pro-
jections.

The report also indicates where industry were gi-
ven the opportunity to comment on how the
scheme has affected them and what abatement
opportunities they are taking up as a result of the
EU ETS.

The results of the first year were released in late
2006 and represented a key milestone for the EU
ETS.

Defra published a series of summary reports focu-
sing on the UK 2005 results across each sector. In
April 2007 the European Commission released
provisiona results for 2006, which summarised
the results for UK installations in the second year
of trading.

The report is available on the EU Emissions Tra-
ding Scheme pages on the Defra website.
http://www.defra.gov.uk/news/2008/080205a.htm

Europe's fledgling carbon market shrugs
off emissionsfigures

[Mariangela Lupo,GBG, April 2008] According
to the EU market for carbon, Europe’s big pollut-
ers emitted lower levels of carbon dioxide than
was actually permitted last year. The EU grants
major polluters such as power generators, cement
and steel makers allowances that permit them to
emit a considerable level of carbon dioxide each
year. If they exceed their targets, they have to buy
permits to make up the difference or pay financial
sanctions. Provisional figures show that the emis-
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sions of industries covered by the EU scheme
amount to around 1.88bn tonnes of carbon diox-
ide, against combined allowances of 1.91bn ton-
nes. Differences split the European countries:
while France and Germany don’t exceed their
permitted levels, countries such as the UK, Italy
and Spain go over their targets.

A slump in prices in 2006 due to the over-
alocation of permits seemed to undermine the ef-
fectiveness of the cap-and-trade system, known as
the emission trading scheme (ETS), in the process
of carbon dioxide levels reduction. In the new
second phase of the EU ETS, the European Com-
mission has introduced much more stringent limits
to cut the number of permits by around 9% be-
tween 2008 and 2012 and to increase the propor-
tion of permits companies will have to buy, rather
than be given free.

Henrik Hasselknippe, director of emissions trad-
ing analysis at Point Carbon, said: "Our anaysis
suggests that emissions are up about 1% from
2006. Now this is in line with our expectations
and it reflects both industrial production in 2007,
it also reflects the demand for electricity in
Europe.

"The number increases the confidence in our
emissions forecast for phase 2 where we currently
see the need for a higher carbon price than the
current price. We expect an average price of €30
per tonne for 5 yearsin phase 2".

Today the price of EU allowances (carbon per-
mits) is estimated to be around €23.4.

There is considerable potential for the EU ETS to
become the focal point for the development of a
global carbon market in the medium term.

European CO, emissions up in 2007

[euractiv.com, April 39 2008] Early analyses re-
veal adlight increase in EU industrial CO, emissi-
ons in 2007, casting doubts as to the bloc's ability
to honour its CO, reduction commitments on time.
However, analysts predict emissions will drop in
coming years as the Commission begins to tighten
the EU's carbon belt.

EU industrial installations publicised data on their
CO, emissions in 2007. The figures, which may
be subject to adjustment by national authorities,
indicate a 1.1% overall increase, according to an
initial analysis by the carbon market consultancy
Point Carbon.
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Member states like Germany saw a 2% rise in e
missions, and the UK emitted 85 million tonnes
more CO, than it was allocated.

The increase was "no surprise” to market watchers
like Cédric Bleuez of Carbon Market Data, a UK-
based carbon market research firm, since the EU's
carbon market collapsed early on in its first phase
(2005-2007) due to an over-allocation of emission
allowances which caused prices to crash.

On today's 'spot’ or immediate market, one tonne
of CO, is effectively free, with the price hovering
dightly above €0. But the market is set to be re-
launched in the coming months as the second pha-
se (2008-2012) of the EU Emissions Trading
Scheme (EU ETYS) begins.

In October 2007, the Commission cut emission al-
lowances for the second phase by 10% in order to
re-establish a viable price for CO,. Most anaysts
expect a CO;, price tag of around €23, though the
actual price will vary according to market forces
and the level of economic growth in the EU.

The EU has set itself a tight schedule to reduce
overall CO2 emissions by 20% by 2020, compa-
red with 1990 levels. For industrial emissions co-
vered under the EU ETS, this means a cap of 21%
less CO, emissions in 2020 compared with 2005
levels.

But the ‘carbon scarcity' needed to push the price
of CO, per tonne to a level that can spur large-
scale investments in low-carbon technologies is
not expected until the third phase of the EU ETS
(after 2013), casting doubts on the bloc's ability to
honour its CO, reduction commitments on time.

In addition, many of the EU's newer member sta-
tes argue the reduced emission allowances for
2008-2012 will hurt their fledgling industries (Eu-
rActiv 22/08/07).

And as the EU's carbon market becomes tighter,
the bloc's energy intensive industries insist they
need to be given free emissions allowances or be
protected from competition by firms operating in
countries with less environmental constraints.

The Commission has given its assurances that the
concerns of key sectors will be addressed, though
Brussdls has refrained from giving details.
http://www.euractiv.com/en/climate-change/european-
co2-emissions-2007/article-171327

Voluntary carbon standards compared

[ carbonpositive.net, March 19 ™ 2008] Amid on-
going criticism of the voluntary carbon market,
WWEF and the Stockholm Environment Institute
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have released the first detailed comparison of the
different emerging accreditation schemes for vo-
luntary offsets.

Carbon offsets are credits generated from projects
designed to reduce emissions of greenhouse gases
from human activities. They are in demand, and
ultimately funded, by organisations and individu-
als wanting neutralise the impact of their own e
mission producing activities. Offset credits are of -
ten packaged as tradable financial instruments cal-
led Verified Emission Reductions (VERS).
Controversy surrounding the credibility of offset
credits for emission reductions in the unregulated,
voluntary carbon market was a major motivation
for WWF in compiling the report. But it acknow-
ledges the substantial potential offsets have to
help in the globa push to rein in greenhouse gas
emissions, spreading emission reduction activity
wider and quicker than mandatory measures can,
allowing organisations to prepare for future man-
datory carbon schemes, driving innovation among
project developers in emission cutting activities
and supplying lower cost reductions.

A number of environmenta and other non-
government organisations have produced accredi-
tation standards in recent years to create bench-
marks in the industry to tackle the controversy and
help providers establish integrity of their projects.
The key content of the WWF report is a compari-
son table that puts seven standards side by side
against the benchmark of the Clean Development
Mechanism (CDM), the mandatory offsets scheme
run by the UN under the Kyoto Protocol. The se-
ven are the Gold Standard, the revamped Volunta-
ry Carbon Standard 2007, VER+, the Chicago
Climate Exchange's offset programme, the Volun-
tary Offset Standard, the Climate, Community and
Biodiversity Standards and Plan Vivo.

The table compares these accreditation standards
on the basis of market share and project focus as
well as the strength of their processes covering
additionality tests, independent verification of e
missions reductions and project approval. It also
shows indicative ranges of offsets prices for each
standard based on the typical prices charged by
offset providers developing projects to that stan-
dard.

WWF says there is no real leader emerging from
the pack with the seven standards having different
focuses appealing to different segments of the off-
sets market.
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What emerges from the comparison is the wide
variation in the prices of offsets across the market,
from €1 to €20. Disappointing is the report's lack
of any comparative information on the costs to
providers of meeting the various standards — a fac-
tor that varies widely between standards and is
one of the many potential factors affecting the fi-
nal price of offsets.

Also significant is the rating of the additionality
testing under each standard and the finding that all
except Chicago Climate Exchange impose as good
atest as the CDM test, or better in the case of the
Gold Standard. A test applied by WWF on the in-
tegrity of standards checks the separation of the
processes of project validation and final approval.
Under the CDM, third-party auditors scrutinise
project design in afirst approval stage and then it
goes before the CDM executive board for a se-
cond and final approval.

Only the Gold Standard and the CCX offer this
two-step process, which the WWF maintains is
important to counter potential conflicts of interest
among auditors.

Downloads

Report: A comparison of carbon offset standards
WWF/SEI-US

Table: : WWF/SEI Offsets Comparison Table [PDF
50K B]

See:
http://www.carbonpositive.net/viewarticle.aspx?articlel
D=1027

4. GREEN BUDGET REFORM
WORLDWIDE

Advertisement:

ENDSCUropeDAILY

ENDS Europe DAILY reports the news that matters
— accurately and with political independence.
Written by an editorial team in Brussels and Lon-
don, the service is published by the UK's leading
professional environmental publisher.
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| EA questionsrole of marketsin climate
change fight

[euractiv.com, 23 May 2008] With global energy
demand on the rise despite significant fossil fuel
price hikes, the EU should "not expect too much”
from carbon pricing and other market-based in-
struments in their green economy quest, says the
International Energy Agency (IEA).

Since 2004, European consumers have been pay-
ing a 'shadow carbon price' of approximately €85
per tonne of CO2 in the form of higher taxes on
vehicle fuels, for example, but the higher prices
have had little impact on consumer behaviour, Bi-
rol told a small audience during a lecture organ-
ised by the Lisbon Council, a think tank.

"We should not |eave everything to the market,"
he said.

The EU is currently reviewing its Emissions Trad-
ing Scheme (EU ETS) for the period after 2012,
when the bloc's flagship carbon market is set to be
re-launched with a tighter cap on EU-wide CO2
emissions. Brussels hopes the scheme will push
the carbon price, meaning the cost per tonne of
CO2 emitted, to alevel that will encourage indus-
triesto invest in clean technologies.

But carbon pricing alone will be insufficient to put
the EU on a cleaner development path, according
to Birol. Particularly in a context of economic
growth and greater individual spending power, in-
dividuals will not necessarily choose ‘greener’
habits but may simply agree to pay a higher price
for energy, he said.

This dynamic is particularly applicable to China,
Birol noted, where government fossil fuel subsi-
dies and steadily rising incomes have kept energy
demand and spending on the rise despite record
prices for crude oil, which reached an al-time
high of $135 per barrel this week.

The IEA economist offered several recommenda-
tions to EU policymakers, beginning with the
need for more energy efficiency measures, where
the EU needs to triple its efforts, he said. In addi-
tion to caling for more renewable energy use and
the construction of more nuclear power reactors,
Birol also emphasised the need for support from
EU governments in the development of carbon
capture and storage (CCS) technologies.

The technical and financial challenges currently
blocking the uptake of CCS can be overcome "if
governments take the issue serioudly," he said. Bi-
rol signalled that the IEA will press G8 leaders on

PAGE 12 oF 38

the issue of CCS development during their up-
coming summit on 7-8 July in Japan.
http://www.euractiv.com/en/climate-change/iea
questions-role-markets-climate-change-fight/article-
172617

Decentralisation for a post-carbon soci-
ety

[Professor Jacqueline McGlade, April 2 ™ 2008]
Last October, the European Environment Agency
published its assessment of state of the environ-
ment and outlooks under the auspices of the UN
Environment for Europe for the 53 countries stret-
ching from western Europe to the edge of Russia.
The results were stark: environmental pressures
were growing, 100 million people were il
without access to safe drinking water and de-
coupling in the east between economic growth
and environmental impacts was yet to happen.
Climate change is simply making conditions wor-
sein many regions.
Globally, the climate change debate is linked to
population growth and increasing energy demand
and consumption. Here oil isthe real problem be-
causeit isthe fuel for transport.
But energy analysts, such as Douglas Westwood,
point to three mitigating factors in its continued
supply: first the oil left in the ground is getting
increasingly difficult to extract, the offshore in-
dustry is supported by an ageing infrastructure
and energy contractors are overwhelmed, with or-
der booksfilled for at least the next three years.
Peak oil is happening because of these factors,
plus the economics of oil and the significant shift
in ownership and licensing from international to
national owned oil companies. Gas and its delive-
ry as liquid natural gas around the world is the o-
ther element in the mix, but the enormous envi-
ronmental challenges caused by flaring will need
to be addressed otherwise the gains made under
the Kyoto protocol will be undone. Offshore this
leaves renewable energy from tidal streams and
waves as a prime candidate for a post-carbon futu-
re.
But as you might have gathered, most of the cur-
rent discussions and policies are driven by the
needs of today’s economy rather than the envi-
ronmental realities of our situation.
Being pragmatic, many environmentalists, wis-
hing to see improvements or changes in policies
and practices, have hooked up their arguments to
the climate change and energy bandwagon, opting
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to use reductions in the use of ail, gas and coal as
their cause célébre to achieve a greener way of li-
fe.

Critics would say that this was forcing us into
doing the right deeds for the wrong reasons. But, |
believe that this would be wrong. Reliable scienti-
fic arguments exist for building a post-Kyoto
agreement on the basis of the environment and
ecosystem services rather than simply based on
meeting energy demands.

First of dl, it is important to understand what cli-
mate change mitigation delivers and what it does
not. If you were to stand on top of the Alps, you
would be looking down on half of the atmosphere
in terms of its mass; so what happens near the sur-
face of the earth is very important.

In its fourth assessment, the Intergovernmental
Panel on Climate Change concluded that the e
missions of greenhouse gases from anthropogenic
activities was the root cause of global warming.
Here in Denmark, Henrik Svensmark has conclu-
ded that it is the interplay of the Sun and cosmic
rays that affects the climate rather than human-
made carbon dioxide.

Bill Ruddiman working on air bubbles trapped in
the Greenland and Antarctic ice sheets concluded
that the volume of methane — a powerful green-
house gas — was mostly controlled by the Milan-
kovich cycles, which describe the changes in the
Earth’'s orbit and hence the intensity of the sun’s
rays.

Paul Crutzen and others named a new geological
period - the anthropocene — which began thou-
sands of years ago when humans took control of
methane and carbon dioxide production through
the widespread expansion of wet agriculture —
such as rice paddies, fish weirs, and Taro — and
through the burning of fossil fuels.

Potentially all these processes are involved in cli-
mate change, and so the delicate nature of the cli-
matic stability that we experience on the earth's
surface is vulnerable to cosmic, planetary and
human processes.

An example of how this vulnerability can affect us
is the planetary process linked to the El Nifio-La
Nifia cycle in the Pacific Ocean; a small risein the
sea surface temperature led in 1976 and again in
1998 to a series of worldwide phenomena, which
in thel997-98 event became immortalised as the
year the world caught fire.

It led to a number of permanent changes - burned
forests that will not recover on any meaningful
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human timescale, a rise in the surface waters of
the central western Pacific ocean temperature
from an average of 19°C to the present day where
it rarely goes below 25°C, shifts towards heat to-
lerant species living inside corals and a
northwards shift in the jet stream.

This type of phenomenon shows us how vulne-
rable we redly are to tipping points all around the
world, not just necessarily those linked to increa
sing temperatures and carbon dioxide levels. In-
deed ecosystem analysts can point to many e
xamples of where overharvesting of resources or
changed patterns in land use have triggered social
and economic changes leading to shifts towards a
more intensive use and reliance on carbon rather
than the other way around.

Getting to grips with both large and small scale
processes, is very difficult. Observations of what
is happening in the environment are generaly li-
mited, even in Europe, so we have increasingly
come to rely solely on models to help design our
course of action without proper reference to
ground-truthing. This week’s round of internatio-
na climate change talks in Bangkok is no excep-
tion.

But a post-carbon society, will need more than
models - it will need to build on a strong envi-
ronmental basis, having access to in situ informa-
tion and knowledge about how to adapt and how
the local environment will respond to climate
change, and how vulnerabilities might arise from
global geophysical and ecological processes.

This is particularly true for many aboriginal and
poorer communities; it is adaptation that now mat-
ters. Mitigation will not necessarily help in the
short term.

Last year, the European Environment Agency
produced a film about climate change adaptation
in Tasilag in east Greenland. The hunters in the
village have aready had to reduce the number of
days that they can spend out on the ice hunting
with their dogs and sleds for seals and polar bears,
shifting instead towards more fishing from boats;
even short journeys around the coast have become
more difficult as the sea-ice is less reliable. No
amount of mitigation today will alter the speed of
change for this and other settlements along the co-
ast over the coming decade.

The net result is that to keep their traditional
ways, the community in Tasiliag will need to
combine hunting with adventure tourism. Simply
put, their way of life, which was understandable
because of its long history within a stable set of
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ecosystem services and environmental conditions,
is changing very rapidly. To be successful in the
future, the community will need access to infor-
mation about what is happening in their own local
environment as well as innovative solutions for
clean technologies that can work on a small scale
and under extreme environmental conditions.

So back to the post-carbon society, where one
aim isto be climate neutral. Much is happening on
this front. UNEP has launched the Climate Neut-
ral Network to catalyse a transition to a low car-
bon world and four countries, four cities and five
corporations have become the pioneering founders
of this initiative to de-carbonize the global eco-
nomy. But the question remains as to whether to-
day’s model of governance and investment is real-
ly appropriate for a post-carbon society in which
using resources locally, more efficiently, consu-
ming less and co-operating and sharing resources
will be the norm.

Let me illustrate this last point with one more e-
xample from the energy sector.

Last week two related but very different events
took place. The first was when an 80 metre crane
barge from Norway, arrived to transport SeaGen,
the world’ s largest tidal generation system and the
first to be connected to a local electricity grid, to
Strangford Lough, Nothern Ireland a site with
specia conservation status. Once installed, it is
expected to generate sufficient, clean renewable
electricity for some 1,400 homes.

The UK has about half of all the European tidal
stream potential and between 10 and 15 percent
world wide. The Pentland Firth — the channel
between Orkney and the north Scottish mainland -
could be considered the Saudi Arabia of marine
energy; every second enough water to fill 1000
Olympic pools passes through at a speed of up to
12 knots.

The second event took place in a football stadium
in London between President Sarkozy and Prime
Minister Brown as part of the entente formidable
in which the two leaders agreed to proceed with a
programme of nuclear renaissance around the
world, starting with reinvestment in a new genera-
tion of power stations in the United Kingdom.
Whilst both represent a response to the demand
for non-fossil fuel energy, they differ fundamen-
tally in the scale and underlying model of owners-
hip and distribution. And this is the dilemma for
governments and society because choices will
need to be made for us to move towards a post-
carbon society.
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Ever since the first national grid was constructed
in Europe in the 1930s, governments have sought
to maximise centralisation: it has aways been
seen as easier to build a few large power plants
that rely on alarge number of smaller ones.
Renewable energy however comes in small pa-
ckages and is distributed for free: the diffuse na-
ture of the energy from the sun, winds, waves and
tides means that it is far better suited to a de-
centralised generating system. Decentralised e
nergy is more efficient, as it suffers fewer distri-
bution losses, is cheaper as the International A-
gency for Energy has pointed out and paradoxical-
ly more secure. It also represents the democratisa-
tion of energy.

The dilemma is that in many countries, renewable
energy and large power plants are mutually exclu-
sive because they both need government support
as well as the same national grid infrastructure to
distribute electricity. Carlo de Riva, of EDF put it
more firmly when he said “If you provide incenti-
ves for renewables. that will displace the incenti-
ves built into the carbon market. In effect, carbon
gets cheaper. And if carbon gets cheaper, you de-
press the returns for all other technologies like
nuclear power.” From an environmental perspec-
tive there is a dividend-more renewable energy
and less carbon accumul ated.

So if you did not think life was complicated e-
nough, the complexities of generating energy for
our ever expanding demands is enough to reduce
even the most hardened Keynesian to tears. As Sir
Nicholas Stern pointed out in his report large year
“Climate change represents a unique challenge for
economics: it is the greatest and widest-ranging
market failure ever seen”. | would add that the
market place of an environmentally sound post-
carbon society should not repeat the mistakes of
the past but should reflect local needs rather than
global greed.

See:
http://www.eea.europa.eu/pressroom/speeches/decentra
lisation-for-a-post-carbon-society

U.S. Moving Toward Ban on New Coal-
Fired Power Plants

[Lester R. Brown, Earth Policy Institute, Februa-
ry 14 ™ 2008] In a report compiled in early 2007,
the U.S. Department of Energy listed 151 coal-
fired power plants in the planning stages and tal-
ked about a resurgence in coal-fired electricity.
But during 2007, 59 proposed U.S. coal-fired po-
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wer plants were either refused licenses by state
governments or quietly abandoned. In addition to
the 59 plants that were dropped, close to 50 more
coa plants are being contested in the courts, and
the remaining plants will likely be challenged as
they reach the permitting stage.

What began as a few local ripples of resistance to
coal-fired power is quickly evolving into a natio-
nal tidal wave of grassroots opposition from envi-
ronmental, health, farm, and community organiza-
tions and a fast-growing number of state govern-
ments. The public at large is turning against coal.
In a September 2007 national poll by the Opinion
Research Corporation about which electricity
source people would prefer, only 3 percent chose
coal.

One of the first major coal industry setbacks came
in early 2007, when environmental groups con-
vinced Texas-based utility TXU to reduce the
number of planned coal-fired power plantsin Te-
xas from 11 to 3. And now even those 3 proposed
plants may be challenged. Meanwhile, the energy
focus within the Texas state government is shif-
ting to wind power. The state is planning 23,000
megawatts of new wind-generating capacity (e
qual to 23 coal-fired power plants).

In May, Florida's Public Service Commission re-
fused to license a huge $5.7-hillion, 1,960-
megawatt coal plant because the utility could not
prove that building the plant would be cheaper
than investing in conservation, efficiency, and re-
newable energy sources. This argument by
Earthjustice, a non-profit environmental legal
group, combined with widely expressed public
opposition to any more coal-fired power plantsin
Florida, led to the quiet withdrawal of four other
proposals for coal plants in the state. Republican
Governor Charlie Crist, who is keenly aware of
Florida's vulnerability to rising seas, is actively
opposing new coal plants and has announced that
the state plans to build the world’s largest solar-
thermal power plant.

The principal reason for opposing new coal plants
is the mounting concern about climate change.
Another emerging reason is soaring construction
costs. And then there are intensifying health con-
cerns about mercury emissions and the 23,600
U.S. deaths per year from power plant air polluti-
on. (See data)

Utilities have argued that carbon dioxide (CO,)
from coal plant smokestacks could be captured
and stored underground, thus helping keep hope
for the industry alive. But on January 30, 2008,
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the Bush administration announced that it was
pulling the plug on ajoint project with 13 utilities
and coal companies to build a demonstration coal-
fired power plant in Illinois with underground
carbon sequestration because of massive cost o-
verruns. The original cost of $950 million when
the project was announced in 2003 had climbed
beyond $1.5 billion by early 2008, with further ri-
ses in prospect. The cancellation effectively mo-
ves the date for any coa plants with carbon se-
guestration so far into the future that this techno-
logy has little immediate relevance.

Some utilities are being refused licenses for coal
plants because they have not examined alternative
methods of satisfying demand, such as increasing
the efficiency of electricity use. For example, in-
sulating buildings greatly reduces energy needs
for heating and cooling. Shifting to more-efficient
light bulbs would save enough el ectricity to close
80 U.S. coa power plants.

The Sierra Club, the national leader on this issue,
isworking with hundreds of local groups to mount
legal challenges in state after state. Other national
groups that are actively involved include the Rain-
forest Action Network, the Natural Resources De-
fense Council, and Environmental Defense. In-
formation on the grassroots momentum to oppose
coad plants is tracked on the Web site
http://cmnow.org/ .
States that are working to reduce carbon emissi-
ons are banding together to discourage other states
from building new coal plants simply because it
would cancel their own carbon reduction efforts.
In late 2006, for instance, the attorneys general of
California, Wisconsin, New York, and severa o-
ther northeastern states wrote to Kansas health of-
ficials urging them to deny permits for two new
coa power plants of 700 megawatts each. The
permits were subsequently denied, citing that car-
bon dioxide is an air pollutant and should be regu-
lated, as determined in an April 2007 Supreme
Court ruling. And in a letter on January 22, 2008,
a similar grouping of states urged South Caroli-
na’'s Department of Heath and Environmental
Control to refuse a permit for the proposed 600-
megawaitt Pee Dee coal plant.

Coal’ s future is also suffering as Wall Street turns
its back on the industry. In July 2007, Citigroup
downgraded coal company stocks across the board
and recommended that its clients switch to other
energy stocks. In January 2008, Merrill Lynch a-
so downgraded coal stocks. In early February
2008, investment banks Morgan Stanley, Citi, and
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J.P. Morgan Chase announced that any future len-
ding for coal-fired power would be contingent on
the utilities demonstrating that the plants would be
economically viable with the higher costs associa-
ted with future federal restrictions on carbon e-
missions. On February 13, Bank of America an-
nounced it would follow suit.

In August 2007, coa took a heavy politica hit
when U.S. Senate Magjority Leader Harry Reid of
Nevada, who had been opposing three coal-fired
power plants in his own state, announced that he
was how against building coal-fired power plants
anywhere in the world. Investment banks and po-
litical leaders are beginning to see what has been
obvious for some time to climate scientists, such
as NASA's James Hansen who says that it makes
no sense to build coal-fired power plants when we
will have to bulldoze them in afew years.

In early November 2007, Representative Henry
Waxman of California announced his intention to
“introduce legidation that establishes a moratori-
um on the approval of new coal-fired power plants
under the Clean Air Act until EPA finalizes regu-
lations to address the greenhouse gas emissions
from these sources.” If a national moratorium is
passed by Congress, it will mark the beginning of
the end for coal-fired power in the United States.

If the United States imposes a moratorium on such
construction, as Denmark and New Zealand have
already done, it would send a powerful signa to
the rest of the world, bolstering the effort to cut
carbon emissions. The next steps are to quickly
exploit the vast worldwide potential to raise ener-
gy efficiency and to massively develop renewable
sources of energy, such as wind, solar, and geo-
thermal, in order to phase out existing coal-fired
power plants.

The world is moving toward a political tipping
point on the climate issue. If it comes soon e-
nough, we may yet avoid catastrophic climate
change.

Lester R. Brown is President of the Earth Policy
Institute, data and additional resources at
www.earthpolicy.org

Eco-bonusin Ireland
[Mariangela Lupo,GBG, April 2008] The Irish
government is working on a scheme to reduce
greenhouse gas emissions which could represent
an important model for the other countries.

The project is promoted by the green energy and
environment ministers, who are governing in coa
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lition with the Fianna Fél party. However, al-
though the climate change bill —the so-called "cap
and share" legislation to reduce carbon emissions
— was a requirement of the coalition agreement
with the Green Party, we still have doubts about
the realization of this ambitious project.

Cap and share is an important step in carbon ra-
tioning and it is also a way of incrementing the
price of fossil fuels and recycling revenues to citi-
zens. Carbon permits are created to share carbon
trading revenue among all adult citizens and not to
regulate individual consumption. For instance, if a
large company such as Shell wantsto sell petrol, it
needs to buy more permits from Irish citizens,
who could receive more than £100 to balance the
rising prices at the pump. In this way, cap and
share utilises the price mechanism instead of in-
troducing a new currency in carbon to buy and
sell petrol. But at the same time, the petrol price
will continue to go up in consequence of the need
to reduce carbon emissions. It isin this process, or
rather in the final result, that “cap and share” will
show its benefits, because the extra revenue deriv-
ing from these higher prices will be recycled to
ordinary consumers instead of going to companies
or the government. The higher price will be per-
ceived positively by consumers, as a fair way to
establish a low-carbon lifestyle, which will in turn
garantee a new, balanced economy, where the
poor will not be adversely affected by environ-
mental fiscal reform, and where the rich will have
to pay for their higher emissions.

Cap and share will be adopted in different stages:
in the beginning, it will include only the road
transport sector. The next step will be those indus-
trial emissions covered by the European Union's
Emissions Trading Scheme (EU ETYS). It will refer
only to the cases where consumers buy fossil fuels
directly, such as domestic heating or transport.

If properly managed, “cap and trade” could be a
meaningful starting point for the regulation and
reduction of greenhouse gas emissions. It is also
an important signal of a rising consciousness in
the development of a coherent change in thinking
in terms of climate policy, especially in compari-
son to the UK government, which has aready in-
troduced a rather timid climate bill and is not pur-
suing more fundamental change seriously.
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France Warns Climate Change Triggers
Global Conflict

[DW staff, Deutsche Welle, 18 ™ April 2008] The
French president struck a gloomy note as the
MEM wound down in Paris on Friday, April 18,
telling the world's biggest carbon polluters that
global warming was becoming a driver of hunger,
unrest and conflict, and urging them to abandon
their defensive strategies in the face of develop-
ments he described as catastrophic.

"We must act,” Sarkozy told the delegates. "Bad
news continues to emerge. Scientific models and
empirical observations indicate that the events un-
folding now confirm the experts most gloomy
scenarios,” he stressed.

Sarkozy also called on emerging nations, such as
Chinaand India, to fight global warming.

"You cannot want to have the rights of great eco-
nomic powers that you are becoming and abstain
from your responsibilities,” he said. "Fairness de-
mands that al participate in the common effort,
even if the developed countries must accept more
stringent constraints than the developing count-
ries," he stressed.

Climate change as a trigger of conflict

The event which took place is this week was the
third in the MEM series first launched in Septem-
ber 2007. Its stated goal was to prepare for the
December 2009 Copenhagen conference and draft
a successor agreement to the Kyoto protocol,
which expiresin 2012.

"Climate change is already having a considerable
impact on security," Sarkozy said in his speech to
ministers from the 16 economies that together ac-
count for 80 percent of the planet's greenhouse-
gas emissions -- including Australia, Brazil, Bri-
tain, Canada, China, France, Germany, India, In-
donesia, Italy, Japan, South Korea, Mexico, Rus-
sia, South Africaand the US.

"Water scarcity and rivalry for farmland and fis-
hing resources were emerging as "major challen-
ges," he said, pointing to the African example. "In
Darfur, we see this explosive mixture from the
impact of climate change, which prompts immig-
ration by increasingly impoverished people, which
then has consequencesin war."

"If we keep going down this path, climate change
will encourage the immigration of people with
nothing towards areas where the population do
have something, and the Darfur crisis will be only
one crisis among dozens of others," he stressed.
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UN Secretary General Ban Ki-moon last June was
the first to suggest that the Darfur conflict arose
"at least in part" from climate change.

Reacting to food crisis

In his speech, Sarkozy also weighed into the deba-
te over food prices, saying the current food crisis
called not only for an immediate response but also
for an ambitious strategy to support agriculture,
and pledging to double France's emergency food
aid this year to 60 million euros ($100 million).
"We cannot remain indifferent to the unrest a-
mong those people who, in the developing count-
ries, can no longer satisfy their hunger," he said.
Soaring prices for basic grains such asrice, wheat,
soybean and corn, have provoked protests and rio-
ting in at least half a dozen developing countries
in past months, reports AFP.

Experts have pinpointed climate change as a fac-
tor here too, arguing that rising temperatures and
shifting rainfall patterns may be contributing to
water scarcity.

Biofuels, championed to help reduce carbon emis-
sions and ease dependence on fossil fuels, have
also started to become contentious. With pro-
grams such as those in the US and Brazil conver-
ting grains, sugar and soy beans into ethanol and
biodiesel, the boom in biofuels has become key to
the food crisis.

Bush-bashing

Tempers had flared at the meeting on Thursday
when criticism was leveled at US President
George W. Bush's new climate plan.

Bush said on Wednesday that he wanted US emis-
sions to peak by 2025, a measure dismissed as too
little too late by the EU and Germany, with Ger-
man Environment Minister Sigmar Gabriel desc-
ribing the plan as"Neanderthal ."

The White House on Thursday played down Ger-
many's criticism.

"You're always going to see lots of hot-blooded
reaction to anything said on climate, and so you
should just be prepared for that," said Tony Fratto,
a White House spokesman.

Fratto said climate change is such a contentious
issue that it was no surprise that Bush faced criti-
cism over his proposal.

"Slings and arrows would have been thrown no
matter what we said, and that's the nature of the
debate on climate change," Fratto said. "And you'-
re never going to make everyone happy onit."
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Sarkozy refrained on Friday from referring direct-
ly to the US feet-dragging, but his message was
Clear.

"We cannot afford the luxury that one of you re-
mains behind by the roadside because the whole
planet needs every one of you," he said. "I would
like to pass on a simple message to you: the situa-
tion isurgent.”

http://www.dw-
world.de/dw/article/0,2144,3276161,00.html

China: Car ownerslikely to be taxed for
emissions

[Li Xiaohua, China.org.cn, November 20 ™ 2007]
At the 2007 Forum on China Energy Sustainable
Development in Beijing last weekend, an official
from the State Environmental Protection Admini-
stration (SEPA) disclosed that it was quite likely
car owners in China would be taxed for their car
emissionsin the future.
According to Yang Chaofei, Director of the SEPA
Policy Department, authorities inside the Ministry
of Finance, the State Administration of Taxation
and SEPA are now conducting research on taxa-
tion for pollution and other emissions.

Yang explained that drivers would be taxed for
the pollutants emitting from their cars, for exam-
ple, carbon monoxide and sulfur dioxide. They
might have to pay the tax when purchasing petrol.
A separate pollution tax would target enterprises;
companies would pay for producing products that
discharge high levels of pollution.
According to Yang, the policies are now in the re-
search stage and are expected to go into effect
during the 2006-2010 period. The Ministry of Fi-
nance and the State Administration of Taxation
are both responsible for policy design and en-
forcement. The State Environmental Protection
Administration will provide technological sup-
port, such as setting up pollution and emission
standards, emission inspection stations, etc.

Many experts have advocated implementing an
environmental tax. In June the State Council pub-
lished a comprehensive work plan that advocates
saving energy and diminishing pollution and
states that Chinais also considering implementing
an environmental tax.
http://www.china.org.cn/english/environment/232500.h
tm#
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The greening of Wall Street -
Tackling the carbon crisis amid the credit
crisis
[Eyevine, The Economist print edition, March 13
'd 2008] When better to further the cause of finan-
cial greenery than St Patrick's Day? On March
17th the first carbon-linked derivatives contracts
will begin trading on the Green Exchange, a joint
venture between the New York Mercantile Ex-
change, Evolution Markets, a broker, Morgan
Stanley, Merrill Lynch and others. America area-
dy has a small emissions-trading market in the
Chicago Climate Exchange, run by one of the
founding fathers of financial derivatives, Richard
Sandor. Nevertheless, the NYMEX venture is
seen as Americas boldest step yet towards the

carbon-trading big league.

Thanks to its participation in the Kyoto protocol
on climate change, Europe dwarfs America in
carbon trading. The bulk of the €40 billion ($62
billion) of credits traded last year—up 80% on
2006—changed hands on European markets. But
with the science of climate change no longer wi-
dely disputed and all three remaining presidential
candidates in favour of bringing a similar cap-
and-trade system to America, Wall Street istaking
the environment a lot more seriously. The potenti-
a rewards are huge. New Energy Finance, a re-
search firm, thinks the American market for car-
bon emissions could reach $1 trillion by 2020 if
the front-runner among the several climate-change
bills wins approval in Congress. Add in derivati-
ves and it could be many times bigger, points out
Blythe Masters of JPMorgan Chase.

Though America pioneered a cap-and-trade sys
tem in two acid-rain gasses in the 1990s, Europe-
an financial ingtitutions are still some way ahead
on greenery. A recent report from Ceres, a coaliti-
on of investors and environmental groups, put
HSBC and ABN AMRO at the top of the pile. But
the Americans are catching up. Citigroup has
pledged $50 hillion to green initiatives over ten
years, including $31 billion for clean technolo-
gies. Bank of America (BofA) has made a $20 bil-
lion commitment. Alone among big banks, it has
also said it will put a price on carbon dioxide (of
between $20 and $40 per ton) when scrutinising
loan requests from industry. Citi, JPMorgan Chase
and Morgan Stanley recently unveiled a set of
“carbon principles’ that will tighten financing
terms for smoke-belching power plants.
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A number of Wall Street banks are also offering
green-tinged merger advice. Goldman points to its
role in last year's takeover of TXU by a private-
equity consortium. The buyers won plaudits for
crafting a deal that allowed the utility to scale
back its building programme for coal plants. Mark
Tercek, Goldman's green guru, argues that the key
for advisers faced with heavy polluters is “not to
disengage, but to make bad situations better.”
Banks also see plenty of consumer opportunities
in global warming. BofA, for instance, offers
green credit cards (where purchases earn carbon
offsets) and mortgages ($1,000 cashback for ener-
gy-efficient homes). It even offers $3,000 to
employees who buy a hybrid car. It sees great po-
tential in solar-panel leasing. Green mutual and
exchange-traded funds are booming, says Deut-
sche Bank's Mark Fulton. He has counted some
250.

Wealthy investors are piling in too. One bank says
it has fielded a dozen enquiries recently from in-
dividuals each looking to invest between $50m
and $100m. One attraction is that carbon is uncor-
related with other markets—though poor regulati-
on can knock prices for six, asit did in Europe in
2006. Hedge funds like it because it is an immatu-
re market, and thus offers arbitrage opportunities.
Peter Fusaro of Global Change Associates, a con-
sultancy, knows of 75 environmental hedge funds,
up from a couple three years ago.

Not everyone is convinced. Steve Milloy of the
Free Enterprise Action Fund, a mutual fund run
by climate-change sceptics, claims the banks en-
vironmental initiatives are “at best greenwashing,
and at worst value-destroying”. Its shareholder-
resolution targets include Citi and Lehman Brot-
hers (whose green initiatives are run by Theodore
Roosevelt's great-grandson). Jim Rogers, the boss
of Duke Energy, a big power company, says the
banks are being disingenuous: they may cut fun-
ding for a power-plant project, but they will not
tighten loan termsfor its parents.

The question now is whether the management
distractions and financial demands of the credit
crunch dull Wall Street's enthusiasm for greenery.
After all, something similar happened in the 1990-
91 crash, after years of pre-Kyoto excitement. Mi-
chael Klein, co-head of Citi's markets and banking
group, insists not: Citi continues to beef up in the
area, despite its own troubles. Others also seem
determined. Giddy oil prices, meanwhile, will on-
ly increase interest in aternative energy. Thereis
strong social pressure not to sink back into old
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habits. This time the revolution looks to be for re-
al.
http://www.economist.com/finance/displaystory.cfm?st
ory id=10855003

An American Way for a Zero Carbon
Future

[Roy Morrison roymorrison.net, 2008] If we're
concerned about global warming, endless wars for
oil, nuclear proliferation, and our economic future
then we need to face four very convenient truths.
Combining four very American enthusiasms: the
automobile, electricity, free renewable fuel, and
market opportunities, makes a zero carbon future
ours for the taking.

That's right. In this zero carbon future we can
drive with no gas and no pollution, turn on our
computers to connect us to a smart global grid,
and get checks in the mail every month for our
troubles.

The technologies are at hand or need just the
slightest push. New plug-in electric cars using li-
thium-ion batteries will be charged at night from a
renewable grid and help provide peak daytime
power while we're at work. This is doable. Just a
small percentage of our millions of cars can give
us much of the energy needed to balance and sta-
bilize arenewable energy grid system.

Copious wind resources on farm and ranch land
from the Dakotas to Texas will be combined with
solar eectric concentrators and PV panels from
the South West and local PV arrays covering our
roofs and parking lots. DC power lines, under-
ground if necessary, will facilitate moving the
power to where it’ s needed.

The system will be integrated and coordinated
through a smart electric grid using real time price
control to optimize energy use and energy genera-
tion. We'll buy power when it’s cheap, and sell it
back into the grid when it’'s expensive.

By using renewable energy hedges, like the one
negotiated between Southern New Hampshire U-
niversity and PPM Energy, every energy consu-
mer and car and PV panel owner will have a profi-
table stake in our common renewable energy futu-
re. We can use our energy purchases and invest-
ments in plug in vehicles and photovoltaics to fix
our net annual energy expenses for a generation,
and receive monthly income for buying our grid
tied cars and home PV systems.

We don't need to subsidize nukes and watch more
countries build bombs while we pile up the waste.
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We don’'t need to subsidize corn ethanol and turn
food for a hungry world into fuel that raises food
prices for the poor and does little to reduce net
carbon. We don't need to lop off the top of our
mountains and subsidize “clean coal”, or try to
capture and inject carbon dioxide into the ground
in the hopes it will stay there for five-hundred
years. We don’t have to send our kids and loved
ones to fight wars for oil when we have more than
enough energy from the sun and wind.

And yes there’'s more. Combined heat and power
that turns every heating system into a micro-
generator, and district heating from existing urban
power plants should play a part. Compressed air,
capacitors, and flywheels can help balance the re-
newable grid. We need to adopt high efficiency
standards and zero pollution industrial ecological
practices using “waste” from one process as input
for another. We can use duck weed and water hy-
acinths fed by our sewage plants and agricultural
runoff to produce enormous amounts of biomass
for bio-fuels.

We can make the whole thing work rather pain-
lessly by phasing out income taxes, abolishing the
IRS, and phasing in ecological consumption taxes
on al goods and services. If something pollutes
more, it will cost more. If something pollutes les,
it will cost less. The market price, not just regula-
tion will tell us what to do.

Wake up America. Let's use our cars, electricity,
free renewable fuel, and the market to build a zero
carbon, sustainable, and peaceful future.

Roy Morison is Director of the Office for Sustai-
nability at Southern New Hampshire University.
His latest book is Markets, Democracy & Survival
available online at www.RMAenergy.net. He can be
contacted at sustainability @snhu.edu.
WWW.roymorrison.net

B.C.'s carbon tax shift issmart public
policy

[Clive Mather, Nancy Olewiler and Stewart Elgie,
Globe and Mail, November 29 ™ 2007] B.C. Fi-
nance Minister Carole Taylor's idea of introducing
a carbon tax, matched by cuts in other taxes, is a
smart one: good for the climate and good for the
economy. It is probably the single most effective
step B.C. could take toward achieving the major
cuts in greenhouse-gas emissions that Premier
Gordon Campbell has promised.

Although many experts agree that a carbon tax of
some sort would be a vital weapon in combatting
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climate change, Canadian politicians have been
reluctant to go that route, for fear of being seen to
raise taxes. B.C. is wisdly steering clear of this
conundrum by proposing a "tax shift," one that
would offset the carbon tax revenues with tax cuts
and incentivesin other areas.

Economists have understood for nearly a century
that a fundamental flaw in our market economy is
its failure to fully account for impact on the envi-
ronment. Indeed, in most of Canada, carbon is re-
leased into the atmosphere without any charge
(and with few regulatory restrictions). That's
despite the fact that global warming will impose
massive Costs on society - asis aready being wit-
nessed in B.C.'s devastated pine forests, Ontario's
lowering Great Lakes, and the Arctic's melting
permafrost.

An elegant solution proposed by economists has
been to intervene in what they call this "market
failure" by charging the emitters a fee or atax re-
flecting the cost of their emissions. In the case of
carbon, applying atax is simply the most efficient
way of kick-starting reductions in greenhouse-gas
emissions.

Would such a tax shift raise overall costs for in-
dustry and consumers? Likely not on the whole.
Certainly, prices will move; carbon-intensive
goods and services will become more expensive,
while other goods and services will become rela-
tively cheaper. And that is a good thing: Compa-
nies that lower their emissions will become more
competitive, and consumers will have an incentive
to buy green products.

Tax shifting can achieve thiswin-win becauseitis
revenue neutral; it raises taxes on harmful emissi-
ons (which we want less of) and lowers taxes on
things such as income, employment or investment
(which we want more of). Some of the revenues
from a carbon tax, for example, could be used to
reduce income taxes, and some could go into a
green technology fund that would leverage in-
dustry investments in new clean technologies.
Such an approach would spur innovation to find
low-cost ways of lowering greenhouse-gas emis-
sions.

So a carbon tax shift stands a real chance to link
the health of the environment with the health of
the economy, and to bolster both. And that's e-
xactly what's begun to happen in countries that
have set a price on carbon. The canonical example
is Germany. In 1999, it began to phase in higher
taxes on electricity, gasoline, fuel oil and natura
gas. The government used the new tax revenues to
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finance reductions in social security contributions
from both employers and employees. The reforms
included special protections for vulnerable indust-
ries and low-income individuals to ensure they
weren't disproportionately affected (an important
lesson for B.C. to follow). The result: 250,000
new jobs and a reduction of 20 million tonnes of
carbon dioxide emissions in 2003 aone (accor-
ding to Germany’s Environment Department) -
and a significant step toward the much deeper cuts
needed to prevent dangerous climate change.
Germany isjust one of several European countries
that have successfully experimented with green
taxes in the past decade. A recently-completed
economic analysis funded by the EU (called
COMETR) found that these policies, in addition
to greatly reducing pollution, also have a net posi-
tive effect on GDP.

In Canada, a growing chorus of voicesis now cal-
ling on our politicians to follow suit. A recent
GlobeScan poll found that four out of five Cana-
dians favour raising taxes on energy sources that
cause climate change if other taxes are reduced by
the same amount. And last month, 70 professors
of economics and business in B.C. wrote to Ms.
Taylor urging her to include a revenue-neutral
carbon tax in her next budget. Blue-chip econo-
mists, think tanks, businesses and environmenta-
lists are urging governments to put a price on car-
bon emissions.

There is no simple answer to climate change. To
stabilize and then reduce carbon in the atmosphere
will require change on an international scale. Bu-
sinesses and consumers will need to pay more at-
tention to managing their carbon emissions. But,
as a first step, sound fiscal policy will provide a
vital incentive and increase awareness. A cleverly
designed carbon tax - one that is phased in over
time, recycles the revenue, and protects vulnerable
members of society - will prove that government
can serve the environment and the economy at the
same time. It lays the foundation for truly sustai-
nable prosperity.

No wonder B.C. is looking at a carbon tax shift -
it's smart public policy. The big question is
whether B.C.'s political |eaders have the courage
to implement it.

Clive Mather retired as president and CEO of
Shell Canada in June. Nancy Olewiler is a profes-
sor of economics and director of the public policy
program at Simon Fraser University. Stewart El-
gie is a professor of environmental law at the U-
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niversity of Ottawa. All are members of the
Sustainable Prosperity Initiative.
http://www.uof aweb.ual berta.ca/govrel/news.cfm?story
=69848

British Columbia: Carbon tax guinea pig

[carbonpositive.net, February 28" 2008] The Ca-
nadian province of British Columbia (BC) will
introduce North America's first carbon tax under
measures announced in its government’s Budget
handed down last week by Finance Minister Caro-
le Taylor. While emissions trading schemes have
emerged as the preferred solution among market
mechanisms to cut greenhouse gas emissions, the
BC plan will be one of the first mgjor tests of the
aternative.

A tax will begin on July 1 at $C10 ($US10.20,
€6.75) per tonne of carbon emissions and be ap-
plied to al fossil fuels; petrol, diesel, gas, coal and
other home heating fuels. The tax would add 2.4
cents a litre to the cost of petrol initialy, rising to
7.2 cents alitre as the tax rate rises to $30 a tonne
by 2012. For average vehicle usage, the govern-
ment estimates the tax will see motorists paying
an extra $20 ayear if driving to a Toyota Prius, to
$70 ayear for a pick-up truck.

Taylor said the tax measure was to designed to
help protect the environment in a way that doesn’t
undermine the economy. Her plan is revenue neut-
ral — all the proceeds from the tax will be returned
to consumers and businesses by way of income
tax cuts and credits. These include a one-off $100
payment for each BC resident on the eve of the
tax’ s introduction.

In theory, thisis a case of imposing a tax to bring
about what’s seen as a favourable reallocation of
resources — in this case, away from fossil-fuel-
based energy, and products that use it, towards
clean energy and low-carbon outputs. Whether it
turns out to be enough to change behaviour and
drive spending and investment towards clean e-
nergy and technology will be considered in a re-
view after five years.

Fossil fuel producers will pass on the tax to con-
sumers in BC, who will be compensated via other
tax avenues. While this makes sense politically,
compensation reduces the incentive for consumers
to change their behaviour. A University of Victo-
ria climatologist Andrew Weaver says the rea va-
lue in tax will be the signd it sends to the market
that carbon has a price. “And that, in itself, is e-
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nough to do a paradigm shift as to how we do
stuff,” he said.

While a carbon tax puts a firm price on carbon
emissions and allows emitters to choose how
much to lower emissions and avoid the tax, the
more popular approach emerging worldwide is for
emissions trading schemes to be used to cut emis-
sions. Such schemes, such as the EU ETS and
carbon market mechanisms of the Kyoto Protocaol,
set the desired level of emissions reduction and let
the price of carbon vary as emitters go about fin-
ding the cheapest ways to meet their reduction
targets.

Official estimates suggest the BC tax can contri-
bute 5 percentage points of a targeted 33 per cent
reduction in greenhouse gas emissions by 2020.
Vancouver Sun 19/2/08, CSMonitor.com 27/2/08,
The Times Colonist

See:
http://www.carbonpositive.net/viewarticle.aspx?articlel
D=1006

Canada demands carbon capture by 2012

[carbonpositive.net, March 12 ™ 2008] The Cana-
dian government has announced new measures to
rein in greenhouse gas emissions, including man-
datory carbon capture standards on future oil
sands operations and coal-fired power plants, and
an emissions trading scheme with a role for off-
sets.

Canada is just beginning to tap into vast oil reser-
ves mixed with sand and soil in Alberta that have
been deemed uneconomic to recover until recent-
ly. Environment minister John Baird says that any
oil sands mining operations that start up in 2012
or afterward will have to capture carbon emissions
and bury them.

The Canadian Association of Petroleum Producers
says the plan will restrict investment in the gro-
wing industry and has called for the rules to be de-
layed beyond 2012. Environmental group Clima-
teforChange says 2012 is too late because most of
the big oil companies will be up and running by
then.

The new rules also apply to new coa-fired power
stations, Baird said. “We've effectively ended the
era of dirty coal plants in terms of new producti-
on, and we think this will be an integral part of
getting to our absolute 20-per-cent reduction,"
Baird told CTV Canada

Carbon capture and storage (CCS) technology has
not yet be proven to be viable on a large scale re-
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quired for use in power stations and mining opera-
tions and there are doubts that working infrastruc-
ture could be built in to either mining operations
or power plants as soon as 2012.

The emissions trading scheme would be based on
targets to reduce greenhouse emissions intensity in
17 industrial and agricultural sectors of the eco-
nomy, Baird said. Targets would start at 8 per cent
over the next three years, and then 2 per cent re-
ductions every year thereafter. A carbon offsets re-
gime would be part of the scheme to help reduce
coststo industry.

Environmental groups have again been critical,
saying that setting only intensity targets rather
than targeting reductions in the absolute level of
emissions will not deliver real cuts to greenhouse
gases of the magnitude needed to ward off dange-
rous climate change.

The conservative Harper government has previ-
ously announced a climate change strategy which
rejects the country’ s Kyoto Protocol commitments
as too hard to achieve and instead sets goals that
would effectively reduce emissions by 20 per cent
below 2006 levels by 2020. By 2006, however,
Canada’'s emissions were aready 30 per cent or
more above 1990 levels, the common internatio-
nal base year for targets, meaning the new target
would leave the country above 1990 levels by
2020.

CTV 10/3/08, Reuters, Bloomberg 11/3/08

See:
http://www.carbonpositive.net/viewarticle.aspx?articlel
D=1022

CCs
http://www.carbonpositive.net/viewarticle.aspx?articlel
D=44#CCS

Emissions trading scheme:
http://www.carbonpositive.net/viewarticle.aspx?articlel
D=42

Carbon offsets:
http://www.carbonpositive.net/viewarticle.aspx?articlel
D=34

Commission mulls U-turn on Spanish
road project
[ENDS Europe DAILY 2516, April 4" 2008] The
European commission is to undertake an "urgent
analysis' of its decision last year to freeze infrin-
gement proceedings against Spain in return for a
commitment from the Madrid regiona govern-
ment to carry out a retrospective environmental
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impact assessment (EIA) on a partially-completed
road-widening scheme (EED 21/02/08).

The commission's decision move follows the regi-
onal government’'s decision to appeal against a
verdict from the Madrid high court in February
declaring the M-501 road project illegal and orde-
ring the restoration of protected habitats.

The Commission says the Madrid region's appeal
and on-going road-widening work is "incon-
sistent” with its earlier implicit admission, when it
agreed to the EIA, that it had infringed EU law.
Environment spokeswoman Barbara Helfferich
told ENDS the commission would "look at all a
vailable options' and "decide whether our actions
have been enough or detrimental”. These options
include reviving infringement proceedings against
Spain and "taking interim measures, meaning in-
junctions,” she said, citing an earlier precedent in-
volving Poland (EED 30/07/07).

Spanish Green MEP David Hammerstein welco-
med the commission move. The project is a "test
case of infrastructure activity that goes against
European law," he said. But the commission's ear-
lier deal on the retrospective EIA was "obscene"
and "an acceptance of faits accomplis," he
complained.

The Commission has "had to rectify [the situation]
because of enormous public pressure and after
being corrected by a Spanish court™ Spanish NGO
Ecologistas en Accion said. The Madrid govern-
ment had made the commission its "accomplice"
by using the EU executive's decision to freeze
infringement proceedings as the central plank of
its appeal against the high court verdict.
Follow-up: European commission:
http://ec.europa.eu/index_en.htm tel: +32 2 299
1111,

See aso Spanish Green party:
http://www.verdes.es/web/QuienesSomos.htm
Ecologistas en Accion:
http://www.ecol ogistasenaccion.org/

http://www.endseuropedaily.com/articles/index.cfm?ac
tion=issue& no=2516

UK and France pledge climate coopera-
tion
[ENDS Europe DAILY 2511, March 28" 2008]
France and Britain expressed joint determination
to combat climate change on Thursday, at the end
of atwo-day state visit to the UK by French presi-
dent Nicolas Sarkozy. The two countries promised
to work for a strong post-2012 international
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agreement on global warming and effective EU
action to reduce greenhouse gas emissions.

Mr Sarkozy and UK premier Gordon Brown said
they would make "every possible effort" to secure
agreement before the end of the year on the pa
ckage of laws on climate change and renewable
energy tabled by the European commission in Ja-
nuary. France will play an important role in these
talks as it takes over the rotating EU presidency
from Sloveniain the second half of thisyear.

The two countries called for "urgent analysis' of
the risk of "carbon leakage" in the form of in-
dustry leaving Europe should the EU end up cut-
ting emissions alone (EED 14/03/08). They urged
the commission to make specific proposals for
building between ten and twelve carbon capture
and storage (CCS) demonstration plants at power
stations by 2015.

Their communiqué pledges closer cooperation
between British and French nuclear power regula-
tors aimed at speeding up the construction of new
nuclear capacity. This cooperation "could be ex-
tended to other interested European partners,” the
statement continued.

The two leaders aso reflected on their current
campaign for sales tax cuts on green goods. Both
countries said they would urge the commission to
include the proposalsin legislative proposals to be
examined during the French presidency (EED
13/03/08).
http://www.endseuropedaily.com/articles/index.cfm?ac
tion=article& ref=25114& link=feed

India plans non-targets climate action

[ carbonpositive.net, March 11 th 2008] India has
foreshadowed new measures to tackle climate
change - with no commitment to halt the growth
in rising greenhouse gas emissions.

In India, Prime Minister Manmohan Singh said
his government would release a climate change
action plan in mid 2008 that would focus on spur-
ring clean technology investment, energy efficien-
cy measures and mitigating the impacts of climate
change.

Singh reiterated India’'s stance on the subject of
internationally-agreed binding targets saying the
country would only commit to capping per-capita
emissions at no greater than the average of the in-
dustrialised world.

Such a policy gives India enormous scope for al-
lowing emissions to grow along with the rapidly
expanding economy — its emissions are only a
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round one tonne of CO, equivalent per person on
average compared to 19-20 tonnes for each person
in the biggest per-capita emitting nations, the Uni-
ted States and Austraia.

Singh enunciated a principle of “climate justice”
saying the high per-capita emitters must not be a-
lowed to maintain high emissions and that India
would not commit to cutting overall emissions
while lifting its people out of poverty.

A number of industrialised nations outside Europe
don't want to commit to new targets to cut emis-
sions in absolute terms until leading developing
world emitters India and China agree to do the
same.

Reuters 8/2/08

See:
http://www.carbonpositive.net/viewarticle.aspx?articlel
D=989

South Korea plans to cap emissions

[ carbonpositive.net, March 25 th 2008] South Ko-
rea would become the first nation not already
obligated by the Kyoto Protocol to commit to cap-
ping greenhouse gas emissions under a plan put
forward by the environment ministry of the
country’ s incoming government.

The new government of President Lee Myung-bak
won office last month and has also signaled an in-
terest in a reforestation initiative in North Korea
in return for carbon offset credits to lessen the bur-
den of emission reduction in the South.

Although South Korea is not obligated to cut e-
missions, the environment ministry has tabled a
plan to cap emissions at current levels over the
first Kyoto period. It is the world's 10th largest
emitter of greenhouse gases at 591 million tonnes
of CO2e per year. It is classified as a developing
country under Kyoto - among the Annex 1/B
countries that face no emissions target for the first
commitment period of the treaty up to 2012.

“We want to join international efforts to cut emis-
sions, following the international agreement in
Bali last December,” Park Chun-kyu, an official at
the environment ministry’s department of climate
change told Associated Press.

The self-imposed target would, however, be less
stringent than the Kyoto targets of developed
countries which seek an average 5 per cent cut be-
low 1990 levels. South Korea' s emissions are cur-
rently 90 per cent above 1990 levels after rapid
industrialisation over the last two decades. Local
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green groups criticised the proposal for not going
far enough.

The main motivation in the ministry may be to
prepare for future targets - the country is likely to
be added to the developed country grouping in
any future global agreement to extend Kyoto bey-
ond 2012.

Other big developing world emitters led by China
and India have so far rejected taking on emission
caps.

The ministry proposes to freeze emissions via e-
nergy efficiency measures aimed a non-
manufacturing sectors including households,
commercia buildings, transport and government
departments. The plans for transport could effect
the automotive industry, however, with tighter au-
to emissions standards under consideration. The
previous government was reported to be conside-
ring an emissions trading scheme on industry.

L ee has directed his Cabinet to look into reforesta-
tion over the border where heavy land clearing in
face of economic hardship has seen significant
land degradation. Lee says cooperation on refo-
restation would produce a number of benefits inc-
luding repairing the land, cutting land-use emissi-
ons, preparing for national unification and lowe-
ring the cost of emissions reduction in the South.
Financial Times, Internationa Herald Tribune
21/3/08

%e.

http://www.carbonpositive.net/viewarticle.aspx?articlel
D=1030

5. GREEN BUDGET REFORM ON
EU-LEVEL

Consultation period of EU-budget review
extended until June 2008

[Damian Ludewig, GBG, May 2008] In May 2006
The European Parliament, the Council and the
Commission agreed that the Commission should
undertake a fundamental review of the EU budget.
In a world of the rapid change Europe-wide re-
flection is needed on how to meet the challenges
of the next decade and beyond and how the EU
budget needs to be adapted to new redlities. A
budget of the future cannot be designed on the ba-
sisthat it once served the policy priorities of 1988,
nor even that it has been fully modernized to re-
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flect the priorities of today. It has to become a
precise and efficient instrument of the implemen-
tation of commonly agreed political priorities.

The budget review is a unique, once-in-a
generation, opportunity to undertake a compre-
hensive assessment of how the EU budget can
serve the Union's policy priorities. The Commis-
sion says that it comes to this review with no pre-
conception what so ever.

All interested parties at local, regional, nationa as
well as European level are invited to participate in
the debates, contribute their opinions and submit
proposals. Up until now, 227 contributions came
in from al over the EU and even from beyond the
Union. While most EU governments and various
organisations have responded, some have not yet
positioned themselves.

Given the interest the consultation has triggered
across Europe, the consultation period has been
extended by two months to enable all interested
parties to submit a contribution in due time. The
new closing date is now 15 June 2008.

The submissions should be sent to budget-
review@ec.europa.eu by 15 June 2008 at the latest,
accompanied by a summary if necessary. They
will be published on the specia "budget review"
website
http://ec.europa.eu/budget/reform/index_en.htm unless
the senders concerned have explicitly objected to
it.

The key messages and trends conveyed in the
contributions will be presented at a large scae
conference to be organized after the end of the
consultation period in 2008.

More information
http://ec.europa.eu/budget/reform/issues/issues en.htm
Submit your contribution
http://ec.europa.eu/budget/ref orm/issues/submit_en.ht
m

Read other contributions
http://ec.europa.eu/budget/reform/issues/read_en.htm

Stricter rulesurged for EU renewables
law

[ENDS Europe DAILY 2513, April 1% 2008]
MEPs made clear that they will demand stricter
enforcement in the draft EU renewable energies
directive at a European wind energy conferencein
Brussels this week.

Shadow rapporteur MEP Britta Thomsen from the
Socialist group advocated binding interim targets
for increasing the share of renewablesin EU ener-
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gy consumption to 20 per cent by 2020. Currently,
only the 2020 target itself is binding (EED
23/01/08).

EU governments may object. A UK officia called
for the "indicative trgjectory” to remain just that,
while a German colleague emphasised the binding
target for 2020 as "the most important thing".

Ms Thomsen called for the European commission
to have the power to reject parts of member states
national action plans if they are inadequate. There
are doubts this can be done according to the cur-
rent proposa (EED 31/01/08).

Rapporteur MEP Claude Turmes from the Greens
told delegates he is working with lawyers to devi-
se "more immediate” tougher penalties for mem-
ber states than the EU's long-winded and toothless
infringements process.

European commission representative Hans Van
Steen called enforcement provisions in the current
proposal "sufficient" and said member states
would be in breach of the law if they did not set
up credible policies to meet the 2020 goal.

Better guidelines and enforcement of national ac-
tion plans are vital, said Mr Turmes, because of
the debacle over energy end-use efficiency and
services plans (EED 23/01/08).

Eurelectric secretary general Hans ten Berge told
delegates extra penalties were unnecessary becau-
se a high carbon price would be the main driver of
renewables. Eurelectric supports full auctioning of
EU carbon alowances from 2013 for the power
sector, he said, surprising many present.

Mr ten Berge opposed priority grid access for re-
newables. "l agree we shouldn't choose technolo-
gies when markets work," responded Christian
Kjaer from the European wind industry group (E-
wea), "but priority access needed in the absence of
full unbundling." (EED 19/09/07). The commission
agreed.

Proposals for trading renewable guarantees of ori-
gin (GOs) met with considerable scepticism. A
Polish official said company-level trading would
destroy the country's national renewables support
scheme. He asked how the commission would en-
force the directive if countries had planned to buy
GOs but there were too few on the market.

EU energy commissioner Andris Piebalgs told the
conference the commission will issue an action
plan for offshore wind — addressing grid connecti-
on, planning permission and how to bring down
costs — by the end of 2008.

greenbudgetnews19 v8.doc 5/23/2008



GREENBUDGETNEWSNO. 19

* Meanwhile, Ewea released new wind energy
scenarios to 2030. Thirty per cent of new EU e
nergy capacity installed in 2000-7 was wind, it
said, though globally the US, China and India are
now the biggest drivers. The global wind market
grew by 145 per cent in 2005-7, it added.

See:
http://www.endseuropedaily.com/articles/index.cfm

New EU green aid guidelines enter force

[ENDS Europe DAILY 2514, April 2™ 2008]
New rules determining how EU governments are
allowed to subsidise environmental improvements
by companies entered force on Tuesday with the
publication of revised state aid guidelines in the
bloc's official journa. The guidelines were unvei-
led by competition commissioner Neelie Kroes in
January alongside commission proposals for new
EU climate and energy legidation (EED
23/01/08). *Meanwhile, on Wednesday, the com-
mission cleared a Bulgarian government pro-
gramme to finance the environmental clean-up of
former coal mines. See EU state aid for environ-
ment guidelines and commission Bulgaria state
ad decision:
http://europa.eu/rapid/pressRel easesAction.do?referenc
e=1P/08/498

See:
http://www.endseuropedaily.com/articles/index.cfm

EU to consider VAT cuts on green goods

[euractiv.com, March 17 " 2008] Heads of state
and government from the EU’s 27 member states
agreed to consider a Franco-British proposa to
cut value-added tax (VAT) on certain environ-
mentally-friendly goods, such as energy efficient
light bulbs and insulation materials.

The plan to change the EU’ s tax rules — first pus-
hed for by UK Prime Minister Gordon Brown and
French President Nicolas Sarkozy in July 2007 —
initially looked doomed to failure, due to alack of
support from other nations.

Y et, the final conclusions from the Spring Summit
meeting, released on 14 March, invite the Com-
mission to "examine areas where economic in-
struments, including VAT rates, can have arole to
play to increase the use of energy-efficient goods
and energy-saving materials' - a feat appararently
achieved thanks to Brown's intense lobbying of
other EU leaders.

According to him, products that could benefit
from a reduced VAT rate of 5%, rather than the
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current minimum of 15%, include cars with redu-
ced CO, emission, insulation materials, efficient
light bulbs and energy-efficient domestic applian-
ces.

The move came as |leaders restated their commit-
ment to cutting greenhouse emissions and comba-
ting global warming (EurActiv 17/03/08).

However, the real test will come once the Com-
mission — generally in favour of a greater harmo-
nisation of VAT rates and the use of taxes as a
tool for "greening" the EU economy — presents its
new VAT plansin the summer.

They will require the unanimous backing of all 27
EU member states. Yet, any change in VAT rates
across the EU remains a very sensitive issue, with
many countries fearing the move could make
them lose out on vast revenues generated by their
VAT.

Another issue will be that of selecting which pro-
ducts are to be included in the list, with some say-
ing a static list will not work, as technology evol-
ves so fast that what is energy-efficient today
won't be tomorrow.

Positions:

"I think people have been persuaded by the argu-
ment that we should look at this very carefully,”
said UK Prime Minister Gordon Brown, after the
meeting, insisting the statement made by leaders
on VAT was a sign of "substantial progress’ on
the issue.

"VAT is a uniquely European tax. Europe has
now got an energy policy to cut carbon emissions
[...] If - whether it be lightbulbs, or fridges or
household goods generally, or whether it be the
insulation materials that make for more energy ef-
ficient homes - if we can cut the rates of VAT,
then | believe that will be a good thing for Euro-
pe" he said.

"Over the next few months | think other countries
will join the debate that France and Britain have
aready started," he added.

French President Nicolas Sarkozy said he was
"very satisfied" that green VAT was mentioned in
the summit conclusions, although he conceded
that the debate was far from over and that a num-
ber of countries remained opposed.

"We have not taken the decision - not yet - but the
Council is asking the Commission to reflect and
make proposals on the matter. You know that
[discussions on] reduced VAT are a hell of afight,
so we are not there yet. But | can see more density
in the Council’s communications. When you re-
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call the rigidity of debates on the issue of VAT,
thisis an event.

While green NGOs are generally favourable to
such VAT reductions to support the purchase of
energy-efficient products, industry is divided on
the question. According to t he European Rene-
wable Energy Council (EREC), the current VAT
rules create a "perverse incentive in favour of e-
nergy consumption, which conflicts with the goals
of the EU in terms of energy and environmental
policy". But, the European association of house-
hold appliance manufacturers (CECED) cautioned
against any reduction of VAT rates to promote the
uptake of energy-efficient goods. It said this
would "lower the value of the product in the eyes
of the consumer [...] contrary to the signa we
should be sending out, which is that energy effi-
ciency hasavalue".

Next steps

Summer 2008: Commission due to bring forward
new legislative proposals on harmonising EU
VAT rates.

More information:

http://www.euractiv.com/en/sustainability/eu-consider-
vat-cuts-green-goods/article-171000

Merkel urges EU leadersto act on 'car-
bon leakage

[euractiv.com, March 13" 2008] German Chan-
cellor Angela Merkel will press EU leaders mee-
ting in Brussels today and tomorrow to back ur-
gent measures to prevent heavy industries such as
cement and steel from fleeing the continent, as the
bloc debates tighter limits on CO, emissions after
2012.

"The European Council recognises that carbon
leakage in energy-intensive sectors exposed to in-
ternational competition needs to be addressed ur-
gently," according to draft wording that Germany
is pushing to be inserted into the summit conclu-
sions.

In Germany's view, the matter must be addressed
"urgently”, before a potential international agree-
ment is struck to replace the Kyoto Protocol.
"Until an international agreement is concluded,
auctioning of greenhouse gas allowances should
not apply to sectors with a significant risk of car-
bon leakage," according to the text pushed for by
German diplomats. "In such sectors, increased e-
lectricity prices due to emissions trading need to
be taken into account.”
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Energy-intensive industries such as glass, cement
and steel have stepped up warnings about the po-
tential for ‘carbon leakage', meaning the relocation
of energy intensive factories and jobs beyond the
EU's borders (EurActiv 27/11/07).

But until now, the Commission has only given
them partial assurances, saying they may be given
free emission alowances in the post-2012 phase
of the EU emissions trading scheme. "It is not in
the interest of the European Union that in the futu-
re production moves to countries with less strict
emissions limits," the EU executive said in a
communication in support of the metals sector,
presented on 25 February.

However, at the same time, it has also resisted
calls for immediate measures, saying the priority
should be to conclude an internationa climate
change agreement that would potentially resolve
the 'carbon leakage' issue.

"The emphasis is of course on the conclusion of
an international agreement, which could sort out
most of the problems that we are encountering on
carbon leakage," said Jos Delbeke, Deputy Direc-
tor General at the Commission's environment di-
rectorate.

Speaking to EurActiv in a recent interview, Del-
beke sought to clarify the Commission's approach.
"The Commission has said that it would define the
sectors in which carbon leakage would continue to
exist after the concluson of an international
agreement, and that, in a second step, it would
make proposals - at the latest by 2011."

Positions:

Speaking ahead of the Brussels European Council,
a senior British official told journalists it is the
"level of ambition" of the EU's climate policy
which is at stake at the summit.

He defended the Commission's focus on conclu-
ding an international climate agreement before
making any decision. "We shouldn't be legislating
now for failure," he said, in reference to German
pressure to act sooner on ‘carbon leakage'.
Slovenia, which currently holds the rotating EU
Presidency, appears to agree. "l think one should
be very cautious and not invest too much hope in
any form of protectionism,” said Ziga Turk, the
Slovene minister for growth in a recent interview
with EurActiv. "In the short term, of course it may
seem nice to protect something in order to survi-
ve. But, in the long run, you are hurting your eco-
nomy if you are not exposing it to the harshest en-
vironment possible.”
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Earlier in January, European public employers as-
sociation CEEP warned about the potentially pain-
ful costs of climate action. "Any European energy
and climate policy must be seen in the context of a
globa economy. Our industries, services and pro-
ducts must remain globally competitive. Making
cleaner industry an asset in a global economy is a
challenge. But a lopsided European approach lea-
ding in the end to a shrinking economy and to less
employment hasto be rejected.”

Philippe Lamberts, spokesperson for the European
Green Party, criticised the German push in sup-
port of energy-intensive industries: "The attempt
by [...] Germany and Austria to obtain exempti-
ons for large industry is another worrying e-
xample of an attempt to further weaken the EU's
climate strategy and must be resisted. EU leaders
must stand firm against those who want the EU to
shirk its responsibility to take aleading role in the
fight against climate change.”

Claude Turmes, a Green member of the European
Parliament, goes further in criticising the motives
of the energy-intensive industries, saying they are
trying to get a "free lunch" by creating excessive
"hype" about the threat of delocalisation.
"According to the energy intensive industry lobby,
EU industry is heavily exposed to global competi-
tion. But exposure to non-EU competition is not
even 2% for the EU's lime and cement industry,
and around 5% for EU refineries. For the steel
sector, competition does not reach 20%," says
Turmes in a paper on carbon leakage circulated
ahead of the summit.

According to Turmes, "the real agenda of compa-
nies like Mittal/Arcelor and Lafarge is to get
completely off the hook from EU climate change
efforts'. He says the way is to follow the example
of Denmark and Sweden, which both faced simi-
lar problems in the nineties when they introduced
CO, taxes for their industries.

"Denmark and Sweden established the principle of
earmarking of the revenues from these energy ta
xes. This was the right way to go: the industry ac-
tors had to integrate fully into their investment de-
cisions the price of pollution, but received state
aid for investments under certain strict environ-
mental criteria.”

Turmes believes a similar system can be replica
ted in the EU by supporting Commission propo-
sals to auction 100% of the pollution credits
distributed under the emissions trading scheme.

PAGE 28 OF 38

"All or at least parts of these revenues should be
earmarked to be re-invested in upgrading the e
nergy performance of existing and new industrial
installations. In order to prevent distortions in the
EU's internal market, the approval of this state aid
will be done by the EU's competition authorities
(DG Competition)."

Meanwhile, in a joint statement, the European
Environment Bureau (EEB), the European Trade
Union Confederation (ETUC) and the Socia
Patform have urged EU leaders to up the bloc's
emissions reduction targets to 25%-40% and put
in place border tax adjustments in order to "pro-
tect EU-based industry from unfair competition.”
Next steps:

*13-14 March 2008: Spring Summit

*Nov.-Dec. 2008: Poznan, Poland climate confe-
rence (COP 14) mid-way point of international
climate negotiations

eDec. 2009: Copenhagen climate conference
(COP 15) - projected completion of UN climate
negotiations on post 2012 framework

«2010: Inlight of outcome of global climate talks,
Commission to determine which energy-intensive
industries are at risk of carbon leakage

«2011: Based on this analysis, the Commission
may then table measures to prevent carbon leaka-
ge.

See:  http://www.euractiv.com/en/trade/merkel-urges-
eu-leaders-act-carbon-leakage/article-170944

European Commission weighing up
options on CO, border tax

[euractiv.com, Nikki Tait, February 27 ™ 2008]
Thereis il alot of technical work to be done be-
fore the Commission makes a proposal on a pos-
sible "adjustment mechanism” to compensate EU
industries which find themselves at a competitive
disadvantage over countries with less stringent
CO, regulations, according to Jos Delbeke (inter-
viewed below), a top officia at the Commission's
Environment Directorate.

In its recent proposa to revise the EU emissions
trading scheme, the Commission seems to leave
the door open to so-called sectoral approaches
whereby heavy industries like steel or cement
would forge global deals to reduce CO, emissions.
So how does Delbeke actually see this happening?
“We see the sectoral approaches within the con-
text of the EU-ETS, so it is not one or the other, it
is the two combined, | think thisis the first impor-
tant point.
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The second is that in the sectoral approaches, we
see business as the main driver. So if business
starts talking around the globe to their colleagues
in the same

Q: Could CDMs be the starting point for a truly
global emissions trading scheme?

“If well designed, yes, but better designing still
needs to be done. So far, it's a credit-generating
machine, it has to be geared up as a first stepping
stone towards a trading mechanism.”

Q: The Commission has said it will propose a
'‘compensation mechanism' to prevent ‘carbon
leakage' whereby EU industries covered by the
EU-ETS move to other parts of the world, like
China or India, where there are no constraints on
CO, emissions. However, the US and the UK have
warned that this could open trade problems. What
isyour view on this?

“The Commission has actually not made propos-
alson this. The Commission has said that it would
define the sectors in which carbon |eakage would
continue to exist after the conclusion of an inter-
national agreement, and that, in a second step, it
would make proposals - at the latest by 2011.

That proposal could basically be an internal solu-
tion or an external solution. Aninternal solutionis
that we could continue with free allocation - we
could differentiate the alowances sector, ex-
change ideas, exchange technologies or cooperate
on strategic issues - that's fine with us, but the
emphasisis on businesses to act.

At a later stage, once these businesses come for-
ward with more refined ideas and evidence - be-
cause frankly we have not that much evidence
about the production of steel or aluminium or
chemical-based products in China or India — once
we have that evidence then we can realy tak
business and that evidence lies in the private sec-
tor. So if the private sector is organising itself in
the first stretch, that's great - then we can open up
the discussion and see what public authorities can
do with that material.”

Q: Do you expect a sectoral component in the
forthcoming international agreement on climate
change to replace the Kyoto Protocol after 20127

“l would see a sectoral component, as you are
rightly putting it, but not as an alternative. | think
we should be realistic that the UN set up is among
sovereign states. And | would not think that coun-
tries like China, India, Brazil or South Africa are
going to surrender their authority to act to [busi-
nesses in] those sectors and at the same time
withhold from any decision-making processes at
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the UN level. So it is a component, but it is not
taking over.”

Q: How does the Commission see international
trading of emissions reduction certificates (so-
called CDM) developing after 2012 within the
context of the EU emissions trading scheme?
“First, we create a very stable perspective for the
use of CDM for the period until 2020, even in the
absence of an international agreement, that's one.
Two, we offer banking of credits from CDM be-
tween the current period and the next period. That
is not foreseen in the current directive. And three,
we want to have a good discussion on CDM at in-
ternational level.

We see that some major players like the United
States and Canada are hesitant about CDM and it
cannot be the EU on its own that is giving life to
the CDM.

So what can be improved for the CDM? - A de-
bate on baselines, administration, bureaucracy,
continuity and on stable decision-making proc-
esses. And we are very much open to having that
discussion.” given for free to a certain number of
companies - or we could go for an external solu-
tion, which is the one that French President
Sarkozy mentioned when he was on a visit to
China.

Now, on the external solution, there are a number
of important elements that need to be sorted out:
WTO compatibility, retaliation, but also the tech-
nical nitty-gritty.

The new investments being made in the emerging
economies in state of the art technology are actu-
ally being made by our companies. So before we
move into compensation at the border, we'd better
compare the energy and carbon efficiency of the
investments in which we think we have a competi-
tive disadvantage.

| think a lot of technical work needs to be done
there, that's why the Commission is giving itself a
bit of time to do the work. Not that we are going
to let it linger on but there is alittle bit of home-
work to be done.

But the emphasisis of course on the conclusion of
an international agreement, which could sort out
most of the problems that we are encountering on
carbon leakage.

Regarding the possible continuation of free alloca-
tions. This system has been highly criticised al-
ready during the first phase of the EU-ETS so ob-
viously it cannot be taken as a credible option by
the Commission...
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Well, we haven't yet gone through the whole issue
that industry is bringing to the table of setting
technical standards - or benchmarks - against
which allocation is going to be done. Benchmarks
are defining a kind of "anchor-point" technology
that would be recommended: beyond the use of
that technology, you would get a reward and if
you are not going for that state-of-the-art technol-
ogy you would get less.

| think we have not yet gone through the entire
exercise on this. We are opening a discussion with
industry on this issue and we are going to have a
stakeholder consultation with industry, with the
member states, with stakeholders and NGOs.”

Q: So benchmarking among some industrial sec-
tors would be the basis for this potential compen-
sation mechanism?

“Yes, with one caveat: there seems to be a wide
variety of definitions of what bechnmarking actu-
aly means. | would cautiously say it is technical
standards for installations, for products, etc.”

See: http://www.euractiv.com/en/climate-
change/commi ssion-weighing-options-co2-border-
tax/article-170587

See: http://www.foes.de/fen/GBN17-5Art12.html

EU agreestight schedule for climate and
energy deal

[euractiv.com, March 17" 2008] Europe's leaders
have pledged to find agreement on controversial
CO, reduction and renewable energy laws before
the end of the year, in a bid to maintain a strong
position in international climate change negotia-
tions. Energy intensive industries were given as-
surances that the measures would safeguard their
competitiveness.

“Comprehensive deliberations’ between Council
and Parliament on the Commission’s proposals
should produce a deal “before the end of 2008 and
consequently alow for their adoption within the
current legislative term, at the latest early in
2009", according to conclusions agreed during the
Spring European Council in Brussels on 14
March.

With a major international meeting on climate
change scheduled for Copenhagen in December
2009, the EU is under pressure to agree internally
on how to deal with the threat of climate change
before pushing other states to agree a post-2012
global climate deal to replace the Kyoto Protocol.
But member states still need to iron out a number
of differences before they can present a united
front in Copenhagen.
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While the Commission's proposals have been gen-
erally welcomed by national capitals (EurActiv
29/02/08 and 04/03/08), differences remain over
how CO, reduction and renewable energy efforts
are to be divided between EU countries.

And Europe's energy-intensive industries have put
pressure on key member states, notably Germany,
to get insurances from Brussels that their global
competitiveness will not be undermined by the
EU'stightening 'carbon belt'.

The argument put forward is that sectors like
steel, cement and aliminium will be forced to take
their operations outside of Europe if other states
do not adhere to binding greenhouse gas (GHG)
reduction measures. This would result in major
job losses and so-called 'carbon leakage', meaning
an increase in GHG emissions outside of the EU's
borders.

German chancellor Angela Merkel made indus-
try's case during the summit on 13 March, and
pushed for the inclusion of specific language in
the Council's conclusions: "The European Council
recognises that carbon leakage in energy-intensive
sectors exposed to international competition needs
to be addressed urgently" (EurActv 13/03/08).
The conclusions do address the apparent urgency
of the matter. But the text also notes that "an in-
ternational agreement remains the best way of ad-
dressing this issue”, a reflection of the Commis-
sion's position.

Commission President José Manuel Barroso on 14
March pledged that "clear assurances' will be
made to energy-intensive in the post-2012 period
of the Emissions Trading Scheme (EU ETS).

But Brussels remains optimistic a global deal can
be reached, and will not elaborate until 2010 any
details about what kind of protective measures
would be applied in case international negotia-
tionsfail.

Positions:

ETUC, the European Trade Union Confederation,
called the summit a major step forward, but ar-
gued that "social and employment considerations
must be taken into account". To protect EU jobs,
ETUC favours a border 'adjustment mechanism'
such as a tax on importers operating in countries
with less stringent climate regimes.

The summit received poor marks from environ-
mentalists. The Greens in the Parliament said the
"Spring Council has proved that economic inter-
ests still rank higher than environmental protec-
tion".
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"The half-successful attempts to grant exemptions
to energy intensive industries before it is known if
there will be an ambitious international post-
Kyoto agreement, is a fatal signal. With this atti-
tude EU leaders demonstrated their scepticism for
the chances of a successful outcome of the next
round of international UN climate talks", accord-
ing the Greens Vice-Presidents Rebecca Harms
and Claude Turmes.

Greenpeace called it a "non-summit”, and "a car-
bon copy of last year's deal, supplemented by
some misplaced protectionist language to appease
heavy industry,” said Mahi Sideridou, the groups
climate and energy policy director.

Stephan Singer, Head of European Climate and
Energy Unit a8 WWF, said “European leaders
continue to focus on the dinosaurs in the energy
intensive industry rather than on the potentia for
innovation, jobs and export opportunities that
measures to reverse climate change could create".
Development NGO Oxfam said EU leaders should
“cut their carbon emissions by at least 30% and
stand up to the industry lobby that is already at-
tempting to water down the EU’s target. Only
then will we truly begin to tackle climate change
and safeguard a future for the world's poorest
people”.

Next steps:

*13-14 March: Spring European Council;

*End 2008: political agreement on package fore-
seen under French EU Presidency;

*Mid 2009: European Parliament elections and
expiry of current Commission term;

*End 2009: major climate change meeting in Co-
penhagen.

See:  http://www.euractiv.com/en/climate-change/eu-
agrees-tight-schedul e-climate-energy-deal/article-
170999

EEB welcomes Environment Commit-
tee’s evaluation of European environ-
mental policy

[European Environmental Bureau, Press Release,
February 26 ™ 2008] The European Environ-
mental Bureau (EEB), Europe’s largest federation
of environmental citizens organisations, wel-
comed today's adoption of the “Report on the
Mid-Term Review of the 6™ Community and En-
vironment Action Programme” by the Environ-
ment Committee of the European Parliament. The
report covers the progress made on EU environ-
mental policies since 2002 and describes what
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steps are necessary to further the EU’s environ-
mental goals. Adoption of the report passed by a
large majority, with only one vote against.

The EEB welcomes the report, which evauates
implementation of the 6™ Community and Envi-
ronment Action Programme (6™ EAP) thus far
mainly by assessing the mid-term review on the
6" EAP, which was published by the European
Commission in 2007. The Environment Commit-
tee's report gives an honest picture of progress
and risks and provides clear direction for the com-
ing years.

John Hontelez, Secretary General of the EEB,
says, “The Environment Committee rightly warns
that under status quo conditions, the EU will
achieve neither its goal of halting biodiversity loss
by 2010 nor its objective of reducing natural re-
source use and waste, in addition to its health pro-
tection abjectives being compromised with the
adoption of REACH legislation on chemicals.”
The Committee expressed its belief that “wider
use of market based instruments, taking the envi-
ronmental impact of all production and distribu-
tion processes and consumption patterns into con-
sideration, is needed.”

John Hontelez responded, “The Committee rightly
points to the possibility of taking EU action on
environmental tax reform by combining the ‘open
methods of coordination’ and ‘enhanced coopera-
tion,” two tools to overcome the Treaty require-
ment of unanimity for tax-related decisions. Such
astrategy is necessary to make sure prices start re-
flecting environmental costs while reducing the
cost of labour.”

The EEB also strongly welcomes the call to EU
budget authorities to ensure the Commission will
have al the necessary financia and human re-
sources to ensure the “most efficient monitoring
of implementation and enforcement of existing
legidation.”

John Hontelez commented, “Indeed, DG Envi-
ronment does not have sufficient means to enforce
the EU environmental acquis as it should. This
situation should change, not at the expense of
other tasks, but as aresult of increased resources.”

For further information please contact:
John Hontelez, EEB  Secretary Genera,
mailto:hontelez@eeb.org, Tel +32 (0) 486 512 127

EEB: www.eeb.org
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Contrasting reactions to
European climate plans

[Mariangela Lupo,GBG, April 2008] Palitical
leaders have greeted the European Commission
proposal for new EU climate and energy policies
enthusiastically. The Slovenian presidency has
promised to enforce the EU proposal by early
2009 and to drive other countries towards finalis-
ing a global agreement to limit goba emissions,
as well as emphsaising the importance of funding
new technologies. British environment minister
Hilary Benn considered the package a comprehen-
sive and effective agreement to tackle climate
change, while the German minister Sigmar
Gabriel defined the commission's proposals as a
"brave step”, while at the same time suggesting
"discussions on the detail".

Among the positive chorus, there were also some
concerns raised over the biofuels target. Hannes
Swoboda of the Socialist group and Caroline Lu-
cas, a Green MEP, pointed to scepticism among
MEPs on the target to promote biofuels, underlin-
ing the deficiency of the proposed sustainability
criteria and the difficulty of enforcing them. In the
same way, Anne Laperrouze of the liberal group
Alde stressed the demand for the European indus-
tries to reduce their carbon footprint and the con-
cern of not wishing to penalise them in the global
market place.

Different points of view were also raised by Euro-
pean industry groups, who have met the European
Commission's climate and energy plans with con-
trasting receptions. Some expressed concerns re-
garding their impact on competitiveness, while
renewable energy groups were jubilant.

According to the association BusinessEurope and
other business organisations, including the British
CBI, it is necessary that companies are informed
by 2010 about whether or not they will get receive
carbon market allowances. They also contended
that the plans would raise electricity prices "sig-
nificantly" and that there are tight restrictions on
buying foreign carbon credits.

The steel sector body Eurofer also opposed the
EU proposal, considering the included shortcom-
ings unacceptable. The European electricity body
Eurelectric encouraged policymakers to ensure
that final versions of the law guarantee the maxi-
mum use of market-compatible mechanisms, es-
pecially for incentivising renewable energy
Sources.
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Meanwhile, renewable energy spoke up for the
EU proposal. Christian Kjaer of the wind power
group Ewea considered the proposal a way of
achieving market stability and increasing investor
confidence. In the same vein, the solar thermal
body Estif endorsed with interest the integration
of renewable heating and cooling into EU legisla
tion.

Other industries expressed different concerns: the
paper association Cepi, for example, criticised the
new EU guidelines on state aid for environmental
investments, while the farming group Copa
Cogeca said that the renewables targets would
"open up a number of generally positive perspec-
tives for agriculture and forestry which harbour
production potential that has until now remained
untapped"”.

The green community welcomed with the EU’s
climate and energy proposal with scepticism.
Stephan Singer of the WWF complained of the
weakness of the proposal in the face of a problem
which could lead to Arctic melting and displace-
ment of millions of people in developing coun-
tries, and suggested more “determined and dras-
tic” improvements.

Greenpeace considered the Commission’'s stan-
dards inadequate to guarantee sustainability —
criticising the EU for its mistaken approach to
biofuels and denouncing the application of carbon
capture and storage, which they alleged was little
more than an excuse to continue building coal-
fired power plants.

All environmentalists have also warned the Com-
mission for basing its package on a cut in green-
house gas emissions of 20% by 2020, rather than a
30% cut, and said that this general pessimism re-
garding international climate talks could under-
mine the Bali consensus that developed countries
must cut emissions by 25-40% by 2020 to avoid
dangerous climate change.

MEPs confirm opposition to EU car CO,
deadline

[Mariangela Lupo,GBG, April 2008] The Euro-
pean Parliament has confirmed its opposition to-
wards the 2012 EU car CO, deadline to reduce the
amount of carbon dioxide (CO,) produced by cars
in Europe. The European Commission had sug-
gested that average CO, emissions from cars must
be limited to 130g/km by 2012, but MEPs restated
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their preference for 125g/km by 2015, reflecting
concern for the future of the EU car industry.

EU-US'green’ trade plan comes under
fireat Bali

[euractiv.com, 10™ December 2007] A joint EU
and US proposal to remove all tariffson ase-
lect list of 43 goods deemed to be environ-
mentally friendly, such as solar panels and
wind turbines, were criticised at Bali over the
weekend by developing countries who say the
plans are incompl ete and biased to-

wards developed countries.

Background:

On 30 November, the EU and the US announced
what they termed "a ground-breaking proposal”
for a WTO-wide deal on the full elimination of
tariffs on 43 products identified by the World
Bank as environmentally friendly. The deal would
come under the current "Doha' negotiations on
trade liberalisation.

The notion of a special tariff regime for 'green’
goods is part of a wider discussion on the use of
taxation and customs policy to facilitate the transi-
tion towards a low-carbon economy by simultane-
ously promoting green goods while protecting
more traditional energy intensive industries (see
EurActiv 07/12/07).

Within the EU, there have been calls both
for higher duties on industrial goods from countries
with less stringent environmental regulations
and tax breaks on environmentally friendly goods
and servicesin the EU.

North-South divide?

Celso Luiz Nunez Amorim, Brazil's minister of
foreign relations, questioned the EU-US proposal,
saying the list of 43 goods is 'incomplete’ and that
the plan is not an effective measure against cli-
mate change.

Brazil is concerned that the list of goodsdoes
not include biofuels, in particular ethanol made
from sugar cane, a key export for Brazil.

Amorim also said the plan was a distraction and
guestioned whether it isin line with free trade
principles. "What are we[in Bali] for? Are we
here to make three things mutually supportive -
development, trade and climate change - or are
we here to discuss protectionist ways to slow
down the process?', he said.

Pakistan also questioned the proposals, saying
their real intention was to give an advantage to
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technology exporters in rich countries. "This is
obviously against us, because we have not the ca-
pacity to produce goods inan environmentaly
friendly way," said Ali Baz, Pakistan's Ambassa-
dor to Indonesia.

The trade-climate change link

But Pascal Lamy, head of the World Trade Or-
ganisation (WTO), said that some developing
countries were leaders in green technologies and
could benefit from the plans, adding that a special
tariff reduction scheme could be made more equi-
table by being included in a wider global climate
change regime.

"The relationship between international trade and
indeed the WTO and climate change would be
best defined by a consensual, international agree-
ment on climate change that successfully em-
braces all major polluters,” he said.

It isunclear if specia tariffs on green goods could
be agreed as part of a wider deal involving rich
country technology transfersto poor countries as
an dternative to a legally-binding international
agreement to reduce CO, emissions (see EurAc-
tiv 06/12/07).
http://www.euractiv.com/en/trade/eu-us-green-trade-
plan-comes-fire-bali/article-168985

EU ministers urge action on sustainable
transport

[ENDS Europe DAILY 2440, 30" November
2007] The EU should make greater use of eco-
nomic instruments to encourage the development
of more sustainable modes of transport, EU trans-
port ministers said on Thursday. Such instru-
ments are needed to provide "the appropriate in-
centives and disincentives' for greening the trans-
port sector, they agreed.

The call followed a ministerial debate on a pro-
gress report by the European commission on the
EU's renewed sustainable development strategy.
The commission concluded progress on reducing
the sector's environmental impacts has so far been
"very limited" (EED 24/10/07
http://www.endseuropedaily.com/24152).

Earlier this month, finance ministers failed to
reach agreement on legislative proposals to base
car taxation increasingly on vehicles carbon diox-
ide emissions (EED 14/11/07
http://www.endseuropedaily.com/24283). In October,
the commission launched a package of measures
designed to reduce the environmental impact of
freight transport (EED 18/10/07
http://www.endseuropedaily.com/24113).
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In written contributions submitted prior to the de-
bate, several member states stressed the impor-
tance of planned legidation to limit CO, emis-
sons from new cas (EED 24/10/07
http://www.endseuropedaily.com/24151).

The Netherlands stressed the EU should set emis-
sion standards for cars that are "more ambitious
than those currently under discussion”. Poland ar-
gued EU efforts to promote sustainable transport
must not excessively limit "the possibility of fur-
ther dynamic development of 'non-EU 15' econo-
mies'.

See: European  council of ministers
http://www.consilium.europa.eu,
plus council minutes
http://www.consilium.europa.eu/ueDocs/cms _Data/doc
S/pressData/en/trans/97330.pdf (p24-25)
and member states written contributions
http://register.consilium.europa.eu/serviet/driver?page=
Re-
sult& #38;lang=EN& #38;typ=Advanced& #38;cmsid=6
39&#38;ff COTE DOCUMENT=14583%2F07& #38;
ff COTE DOSSIER INST=&#38;ff TITRE=& #38;ff
FT TEXT=&#38;ff SOUS COTE MATIERE=&#3
8:dd DATE DOCUMENT=&#38;:dd DATE REUNI
ON=&#38:dd FT DATE=&#38;fc=REGAISEN& #38
:Srm=25& #38;md.

“Green” transport projectsto receive
fresh EU cash

[euractiv.com, 22 " November 2007] Railways
and inland waterways will receive the lion's share
of EU funding for trans-European transport net-
work (TEN-T) projects for the period 2007 to
2013, the Commission has announced.
Background:

The construction of a trans-European transport
network (TEN-T), where national networks for all
modes of transport are accessible, interconnected
and interoperable, is fundamental to securing a
single market with free movement of passengers
and goods, as well as for reinforcing economic
ties and social cohesion and promoting
competitiveness and sustainable development in
the European Union.

After lengthy negotiations, member states
downgraded the Commission's proposals to spend
as much as €20 hillion to the development of the
trans-European transport network, and a total of
€8.013 hillion was finally alocated to under the
multi-annual financial framework 2007-2013 — of
which €5.1 billion for 30 priority projects,
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deemed essential  for completing cross-border
connections among the EU's 27 member states.
The Commission published afirst cal for
proposals for these projects in May 2007, in the
hope that the 30 priority axes could be completed
by 2020.

The EU is only entitled to contribute to projects at
maximum rates of 10 to 30% - depending on the
type of project (see LinksDossier on TEN-TS).
The rest of the money must come from national or
private budgets.

The EU's limited funds available for financing
transport infrastructure across Europe, for the pe-
riod 2007-2013, will be concentrated on projects
related to “"critical cross-border sections’ and on
"the most environmentally-friendly transport
modes — inland waterways and rail", the EU's
Transport Commissioner Jacques Barrot told
members of Parliament on 21 November.

The Commission received 221 project proposals
from member states, with support requests total-
ing over €11.5 billion. However, with a Commu-
nity budget limited at just €5.1 billion, the Com-
missioner explained that he preferred to concen-
trate these funds on a limited amount of important
projects, rather than spreading them out among all
of them. He said this would help create a "lever-
age" effect and accelerate the redlisation of pro-
jects important for removing remaining transport
bottlenecks and for the effective functioning of
the single market.

Underlining the EU's commitment to sustainable
development, Barrot pointed out that inland wa-
terways would receive "maximum possible fund-
ing", receiving as much as 11.5% of the tota
budget. Railways will get 74.2% of total funds,
while roads receive just 2.7%.

The Commission is also proposing to allocate
funds to two "traffic management” projects aimed
at optimising existing infrastructure:

- €350 million to the SESAR project, which aims
to create a 'single European sky' that will help deal
with the increasing number of flights that arriving
and departing from European airports, while also
helping to contribute to fuel savings and cutting
CO, emissions.

- €100 million for intelligent road transport sys-
tems,to help optimise infrastructure capacity,
promote intermodality and improve the safety of
road networks.
http://www.euractiv.com/en/transport/green-transport-
projects-receive-fresh-eu-cash/article-168617
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EU handbook aimsto internalise
transport costs

[Mariangela Lupo,GBG, April 2008] The Euro-
pean commission has prepared a handbook on
strategies for internalising the external environ-
mental and social costs for all modes of transport
and a proposal to revise the Directive on the
charging of vehicles, the EU’s so-called “Eurovi-
gnette”’. The handbook also includes existing stud-
ies and can be a point of reference to assess the
external costs of transport and to serve as a basis
for the internalisation of external costs in the
transport sector.

Britain could be forced to quintupleits
renewabl e resources

[Mariangela Lupo,GBG, April 2008] During the
session to set compulsory targets on greenhouse
gas emissions, the European Commission has
stated its plans for the third phase of the EU's
emissions trading scheme (ETS), which will force
power generators, refiners and eventualy other
industries such as steel, cement and paper to bid
for permits to emit carbon dioxide. In this way,
Britain could be forced to increase fivefold its re-
newable sources from 3% to 15% by 2020. Ac-
cording to the new EU ETS, emission permits
from 2013 will be put up for auction so that two-
thirds of permits for some 11,000 plants covered
by the scheme should be subject to bidding. In this
way, industries will have to cut their emissions to
21% below 2005 levels. British government is di-
recting the auctioning of permits towards the elec-
tricity generating industry.

In order to ensure a long-term price for carbon, it
IS necessary to strengthen the ETS by curbing
permitted emission levels. According to the Euro-
pean paper industry lobby (CEPI), it will lead to
the doubling of the carbon price from its current
levels of €20/tonne to €40. As a consequence,
much more investment will be attracted to zero or
low-carbon power generation such as on- and off-
shore wind farms, solar, wave and tidal power, as
well as new technologies such as carbon capture
and storage.

Jake Ulrich, managing director of Centrica En-
ergy, also endorses the policy of a high price on
carbon emissions to create a scarcity value for
permits: "only then will there be an incentive to
really go out and invest more in cleaner but more
expensive generation plants, such as clean coal
with carbon capture, offshore wind and nuclear.
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We need to see carbon prices rise sharply from
their current €22 for such investments to become
economic.”

Countries such as Sweden and Britain are already
expressing disagreement with the Commission’s
planned scheme for increasing the use of renew-
ables from 8.5% to 20% by 2020. The draft direc-
tive would allow under-performing countries to
"buy" towards their targets from others. A mean-
ingful possibility to help the UK government
could be the building of a hydro-electric barrage
across the River Severn, which could generate 5%
of UK electricity demand.

6. EVENTS

“Der Markt im Klimaschutz’, 30th May -
1st June 2008, Evangelische Akademie
Hofgeismar
On our Annual GBG-Conference, which we or-
ganise in cooperation with the BUND and the
Evangelische Akademie Hofgeismar we will dis-
cuss the current post-Kyoto prospects. There will
be experts from science and politics to evaluate
different instruments and strategies for the Federal
German Government and the European Union to
achieve their climate targets. On Sunday 1% of

June, we will hold our GBG general mesting.
Conference Program:

http://www.foes.de/de/downl oads/V eranstal tungen200
8/2008.05.05.Programm_aktuell.pdf

, Grine Marktwirtschaft. Die grofe
Transformation “
4th June 2008, 19.30, Panel Discussion,
Gallery of the Heinrich-Bdll- Founda-
tion, Berlin

With: Matthias Machnig (State Secretary in the
Federa Ministry for the Environment, Nature
Conservation and Nuclear Safety), Reinhard
Bitikofer (President of the Confederation 90/The
Greens), Ralf Flucks (Executive Board Heinrich-
Bdll-Foundation)
Details:
http://www.boell.de/calendar/viewevt.aspx?evtid=3737
& crtpage=4
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16th ANNUAL CONFERENCE of the
EUROPEAN ASSOCIATION OF
ENVIRONMENTAL AND RESOURCE
ECONOMISTS (EAERE)
Gothenburg, Sweden, 25th- 28th June

2008
The organizers of EAERE are very pleased to in-
vite you to Gothenburg, Sweden, to participate in
the 16th annual conference. The conference will
be held at the School of Business, Economics and
Law, Goteborg University, situated right in the
centre of Gothenburg. The city of Gothenburg is
the second largest city in Sweden, still it is small
and cosy. The conference is a general conference
and all topics are welcome. We will however have
a special focus on environmental issues in devel-
oping countries as well as on climate. Thiswill be
reflected in some of the plenaries and sessions.
We are very keen to ensure the academic quality
of all sessions, to deepen and broaden our views.
One of the ways in which we are striving to do
this is through inviting not only members but spe-
cialy targeting also other communities of re-
searchers. This includes both good genera
economists, particularly public economists and
behavioural economists as well as others who are
close to our field, such as climate, fishery, agricul-
tural and ecological economists. We are also mak-
ing a specia attempt to reach economists in the
USA in Eastern Europe as well as in developing
countries.
Co-chairsfor the EAERE Conference
Thomas Sterner, Professor of Environmental Eco-
nomics, Goteborg University, Sweden
Frank Convery, Heritage Trust Professor of Envi-
ronmental Policy, University College Dublin, Ire-
land
Further information; http://www.eaere2008.org.

Launching Conference for Green Budget
Europe, September 25th 2008 in Brussels

Encouraged both by our experiences as a special-
ised NGO, which has supported EFR since 1994,
and the resonance and recognition we received at
the Global Conference on Environmental Taxa
tion we organised in Munich in October 2007, we
feel that the time is ripe for the formation of a
similar platform to Green Budget Germany at the
European level.
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The conference will serve to launch the Green
Budget Europe platform on Market Based Instru-
ments (MBI s) officially in Brussels.

The conference will be back-to-back with the
EEB Annua Conference, and it is hoped that par-
ticipants and speakers attend both conference
days. The EEB is an important partner in the GBE
platform and we are most grateful for its support
in organising this launching event. More informa-
tion will be available on our website very soon.

The Ninth Global Conference on Envi-
ronmental Taxation

Singapore, 6th- 8th November 2008
The 9" Global Conference on Environmental
Taxation will be hosted by the Asia-Pacific Centre
for Environmental Law (APCEL), Faculty of
Law, National University of Singapore (NUS).
Other partners include the Centre on Asia and
Globalisation at the Lee Kuan Yew School of
Public Policy, NUS; the Association of Chartered
and Certified Accountants in Singapore (ACCA),
the IUCN Academy of Environmental Law, and
the Internationa Tax and Investment Centre
(ITIC) in Washing ton DC, USA.

The conference will focus on the specia problems
of the urban environment and the challenges
which confront cities and megacities. Issues to be
examined include energy generation and con-
sumption, transportation, pollution, population
growth, housing, urban development and public
health. The role and efficacy of fiscal policies and
market-based instruments will be evaluated, par-
ticularly from the perspectives of developed and
developing countries. The conference aims to cre-
ate a venue for discussions and the sharing of ex-
periences on the use of fiscal instruments to guide
policy makers toward ensuring the sustainability
of urban environments in the wake of rapid indus-
trialization, depleting natural resources, continued
population growth, and climate change.

More information is  available here

http://law.nus.edu.sg/apcel /conference/geet/cal lforpape
rs.html
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7. LINKS AND PUBLICATIONS

Critical Issuesin Environmental Taxa-
tion: International and Comparative Per-
spectives (Vol V), Chalifour et al (eds.),
Oxford University Press 2008

This publication is linked to the Globa Confer-
ence on Environmental Taxation, organised by
GBG in 2007, and brings together the best papers
presented at the conference, peer-reviewed and
edited by the GCET steering committee and the
organiser of the respective conference. Volume V
brings together papers from the 7" GCET which
took place in Ottawa, Canada, in 2006.

To order, see: http://www.oup.co.uk/

A German Perspective on the U.S. Car-
bon Tax debate

Our vice president Kai Schlegelmilch wrote an ar-
ticle with the title “A German Perspective on the
U.S. Carbon Tax debate”.

For further information see: Plan B OSN 43

Ka Schlegelmilch 2007: Tax Analysts, Volume
117, Number 7, November 12, 2007, S.713-7.

I nnovation, Technology and Employment
— Impacts of EFR and MBI's

Written by Jacqueline Cottrell, Anselm Gorres
and Kai Schlegelmilch, this article summarises the
highlights of the 2007 GCET conference in Mu-
nich.

The article can be found in Environmental Policy
and Law, Vol 38, No.1-2, February 2008, pp.65-
70.
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Environmental harmful Subsidies- A
Threat to Biodiversity
Executive Summary

Written by  Christian  Meyer,  Sebastian
Schmidt,Bettina Meyer, Kai Schlegelmilch, Jac-
gueline Cottrell, Martin Schlereth this article
gives a summary of the study, presented in March
2008.

See the article under
http://www.foes.de/en/downl oads/Events/bodiversitysu

mmaryen.pdf
You can find the full study in german under
http://www.foes.de/de/downl oads/studien/subventionss

tudie.pdf

8. READERS' GUIDE

Readers Guide:

To read our newdletter, follow the instructions be-
low:

e First, you should make certain that you al-
ways have sufficient free memory in your
e-mail account. If not, you won't receive
the mailing. Our Newsletters will have up
to 450 Kilobytes per copy.

e Do not try to print the HTML-Version in
your mail account, because it won't work!
For a printable version click on the link at
the top
(http://www.foes.de/en/downloads/ GBN 18. pdf).
Then you can download a printable PDF
version of the newsletter.

e You can read all our newsletters in our ar-
chive on this
page: http://www.foes.de/en/lGBN.php
In the newsletter archive you can access in-
dividual topics by clicking on them in the
directory. Y ou don't have to view the whole
document.

We hope you enjoy reading your copy of Green-
BudgetNews!
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Best wishesfrom the editor !

Green Budget Germany's Team of Editors

Y ou can contact the Green Budget News editors at the following addresses:

Forderverein Okologische Steuerreform
Green Budget Germany

Landsbergerstr. 191 — D — 80687 Miinchen
Tel.: +49 89 520 113- 13 Fax: - 14
foes@foes.de

www.foes.de

European Environmental Bureau
Boulevard de Waterloo 34,
B-1000 Brussels

Tel: +32 2 2891090

Fax: +32 2 2891099
secretariat@eeb.org

Levego Munkacsoport www.eeb.org

Clean Air Action Group

H-1465 Budapest, Pf. 1676, Hungary . .
Phone: +36-1 4110509/-10 The Ecological Council

. ) Blegdamsvej 4B
I':l/)é BSCSI;LVZeG%Or]].EO DK - 2200 Copenhagen N
9 90- Phone: +45 33 15 09 77
www.levego.hu

Fax: +4533150971

OGUT - Osterreichische Gesellschaft ge— info@ecocouncil.dk
fur Umwelt und Technik /f’/: e www.ecocouncil.dk
Austrian Society for Environment and Technology. __. .—% =

HollandstralRe 10/46

A —1020 Vienna

Tel.: +43 1 31563 93 - 13 Fax: - 22

office@oeaut.at www.oeaut.at




