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Using Financial and Market-based Mechanisms to improve Building Energy
Eftficiency in China (REEEP project)

Mapping the implementation of appropriate Financial
and Market-based Mechanisms for BEE in China
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Assessment of the suitability of different MBls and FMs for China —
— AHP assessment

Assessment of the suitability of different MBls and FMs for China —
— qualitative interview

Roadmap to implement the financial and market-based
mechanisms for BEE in China



AHP assessment

Ssuitabllity of different MBls and
FMs for China




MBIs and FMs for BEE
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CDM

Internal trading system (White
Certificates)

Appliance labeling

Building energy efficiency
certification

Building energy price mechanism
(including energy taxation)

Financial subsidy or preferential
tax.

Building energy standards and
codes
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Appliance labeling

Q

It is a system of categorizing the energy efficiency of different appliances
and office equipments. Energy labeling of appliances helps consumers
to make a more informed choice when buying an appliance by allowing
them to easily compare the energy consumption of different models.
Energy consumption is rated from 1-5 with 1 being the most efficient.

China has issued three groups of appliances to implement the EE
labeling, including air conditioner, refrigerator, washing machine, gas-
fired water heater, etc.
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Building energy standards and codes
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o Obligatory minimum EE standard is a threshold to enter into market and
a basis for the implementation of energy saving incentive policies.
Stricter standards and enforcement would lead to improvements in
building energy consumption of new buildings.

o China has issues a serials of obligatory BEE standards but the ability of
implementing and supervising them are weak. There are still many
projects unable to reach the standards. This policy need to be enhanced.
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Financial subsidy or preferential tax

o Subsidies are commonly used for green building energy efficiency
modification, heating system reformation, renewable energy use, and etc.

o Another from of subsidy is a deduction in taxes for energy efficient
behaviour. In UK, the Enhanced Capital Allowances allow a business to
write off the whole of the capital cost of their investment in certain energy
saving technologies against their taxable profits of the period during
which they make the investment.
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Building energy price mechanism (including energy taxation)

o The key point for China currently is to reform the price mechanism of building
energy use, especially that for district heating and cooling should change from
area-based to quantity-based.

o The market-based energy price mechanism should be established, such as “stair-
type electricity price”, “season-based gas price” , etc to arise the consumers’
initiatives to save energy and improve the BEE.

o A tax on energy use in buildings could be introduced — with the dual aim of
increasing revenue for the state and decreasing energy consumption.
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Suitability of different instruments to the Chinese context M
-- AHP assessment
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AHP: Analytical Hierarchy Process

Assessment purpose: compare 7 different policy options against defined
criteria in order to rank different policy options in promoting BEE

Assessment method: all potential policy options were given pairwise
comparison. 9 levels of rating between each pair of two options are given.

Valuators: Government officials, researchers, entrepreneurs, etc. Totally 12
surveys are collected
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Suitability of different instruments to the Chinese context T
-- AHP assessment
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Assessment criterion:

1. Effectiveness/ impact of policy in improving building energy efficiency
2. Capital investment required to introduce/ modify policy

3. Acceptability to stakeholders e.g. building users, construction companies
2. Level of political effort to introduce/ modify policy (non-financial)

5. - Ongoing implementation costs and effort for policy once introduced

10
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Suitability of different instruments to the Chinese context

- AHP assessment
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Rating for comparison between each pair of two options

Rating

Key

Equal importance

Small importance of one over the other

Moderate importance of one over the other

Strong importance

Very strong importance
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Intermediate values between the two adjacent judgements

11
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Objective: “To decide which policy option is
most appropriate for improving building energy
efficiency in China”

Criterion 1: Effectiveness/
impact of policy in
improving building energy
efficiency

Criterion 2: Capital
investment required to
introduce/ modify policy

Criterion 3: Acceptability to
stakeholders e.g. building
users, construction
companies

Criterion 4: Level of
political effort to introduce/
modify policy (non-
financial)

Option 1: CDM

Criterion 5: Ongoing
implementation costs and
effort for policy once

Option 2: Internal
trading system

Option 3:
Appliance
labelling

Option 4: Building
energy efficiency
certification

Option 5: Energy
price mechanism
(including energy
taxation)

Option 6:
Financial subsidy
or preferential tax

Option 7: Building
energy standards
& codes
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Suitability of different instruments to the Chinese context

- AHP assessment
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BEE standard, energy price mechanism and tax and subsidy options
should be given more consideration and importance in the near
future in promoting building energy efficiency. In the meantime,
labelling or certification (including building EE labelling and
appliance labelling) is also a good mechanism and should be
enhanced. CDM and white certificate are new options for improving
BEE in China, and still in the demonstration phase, the
uncertainties of the additional costs or potential barriers when
implementing them will preclude the stakeholders to give more
dependence on them.
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Qualitative interview

Ssuitabllity of different MBls and
FMs for China




Qualitative Interview — Objectives
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To identify gaps in policies and activities and barriers to improve
building energy efficiency in China

PUNAT SCBUR AN St 2 Ta) () 22 BE L AR o [ 3 300 A 28 30 ) B

To gather opinions on the best ways to improve building energy
efficiency in China and which mechanisms might be most appropriate
to achieve this

Pl B SR e ROR e S AL

To gather opinions about the priority areas for activity in this area
U R A e i DI o e Ak
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Qualitative Interview — Methodology

A broad range of individuals — fifteen individuals from various sectors
such as academia, NGO, government, industry, commercial, and
other

LI E S - kAN AFBUNALR . BUNEET ] Tk AT HAD
WIS SR T 5K

Three effective ways — face to face interview, interview over phone,
workshop
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Qualitative Interview — Stakeholder Response

Barriers to Improve BEE in China
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+ High Cost, Low Return
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= Limitations in Access to Financing
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« Lack of Proper Incentives
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= Incomplete Standards and Insufficient Surveillance
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Qualitative Interview — Stakeholder Response ~-=%.

Financial and Market Mechanisms to Improve BEE in China
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= Heating pricing reform
- PEGEN R

= Building energy standards/codes
- JRIRE PR UEAE

- Building energy efficiency labelling/rating
- EFRERN P AR IR

- Financial subsidies and preferential tax

- BN RO BB

-~ CDM and P-CDM
- BT R ENLHIRI XIS v R AL
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Qualitative Interview — Stakeholder Response

Priorities for Building Energy Efficiency in China
I FERC LI K SE

+ Type of Buildings — New buildings and public buildings
- WRSSEEAR — et rh B IR RE RO, NS R R A A SL 3R

= Type of Measures — consumption based metering system and customer
education

- WRERRE I — 255 L QUSRI TIPS SR AR R L ISR A B
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Qualitative Interview - Conclusion

22

Building codes and standards were identified to serve as a foundation for other policy
options upon which other policy options can be built,

SRS RERARMERT RN HABH LRI B, W =2k 2D 58 3%

Building energy efficiency labeling/rating was suggested to be a cost-effective and
highly visible mechanism.

SEIFRERA VAR U D A2 AR H AT 28 HL s 2 DR B

Energy pricing and subsidies were seen as needing a high priority. In particular,
heating price reform was felt to be an area for significant focus.

REEE MM AR 25 T e Lo A g . JUELR, R 0] STE Bt e e

CDM and White Certificates were given less importance as these were felt to be new
options so face many uncertainties

VEG— 4B BB AL BIALE, Ve A AL Bt ub+, s iR 2 AN e P =,
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Priority should be given to new buildings and public buildings, and customer education
should also be given a high priority.
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Roadmap to implement the
financial and market-based
mechanisms for BEE in China
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Step 1: Short term actions T HAAT 3] FI—"

Strengthen the implementation of energy conservation standards on
newly-installed buildings and newly-added energy use equipments

o AT A SRR G 8 025 19 REARTEE AT ) )%

Strengthen and complete the capacity of intermediary agencies
Involved in building energy conservation

PR A SEF= AT REMR S R P e

Enhancing the long-term market-based financing mechanisms to
promote BEE

A 50 ST AE S B T T 1 ST A8 DSOS I ARl gt AL
Complete energy price reforms

HES) BV % 0T

Establish a system for building energy data collection
AT REAE AR
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Step 2: Long term actions KHH4 T3] FI—"

Change the method of building energy efficiency improvement from
“stressing the measures” to “stressing the energy efficiency index”,
and providing a good macro-policy environment for the
implementation of market-based incentive mechanisms on building
energy efficiency.

HES LT A8 B R e IS 4 0 INREREFabR", O SERtZE T T IRy
AR REHESI LA P i R 2 ) 2 WL A 852

Communicate building energy consumption to building users and
occupiers

AR IR ] B R SR R AE ] T XS SR AL 1 T A

Strengthen and complete the long-effect incentive mechanisms for
building energy conservation

NG AN 5E 35 ST AE 22 BT R L
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Step 3: Use of CDM T Vi A RER L FI-"

CDM could have a role in developing building energy efficiency
projects in China. For example, it could help to overcome split
Incentives whereby those who invest in the energy efficiency project
are often not those who benefit from low running costs once the
measure is installed.

CDMH] LAYEES T RE T T A EEAE M . LLanid, "eREW belRa & i
P BB LIRS 1 BE VAR ) P Jir

Development of new methodologies and projects using a deemed
savings approach

TFRNAT T RETT A" W Ji 5 FICDMITH

Development of new methodologies and projects using an energy
efficiency index approach

TR BT TR B F 7 iR 2 A CDMIH
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Thank You for your attention!

Liugiang@eri.org.cn
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