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Interim Regulations on the Management of Carbon Emissions
Trading (Draft for Comment)
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Article 1 (Legislative Purposes) This Management Regulations are enacted with the aims of
regulating carbon emission trading, strengthening supervision and management of GHG
emissions, promoting the construction of ecological civilization, and facilitating sustainable
economic and social development.
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Article 2 (Scope of Application) The Management Regulations apply to the activities related to
carbon emissions trading and its supervision and management within the territory of the
People's Republic of China.
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Article 3 (Basic Principles) Carbon emissions trading is a combination of government guidance
and market regulation. It adheres to the principles of openness, fairness, and impartiality, and
ensures that GHG emissions control is compatible with the current stage of economic
development and other relevant policy objectives.
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Article 4 (Division of Duties) The competent authority of ecology and environment protection
under the State Council shall be responsible for the supervision and management of activities
related to carbon emissions trading in the country. The government establishes a coordination
mechanism for carbon emissions trading, and is responsible for investigating and coordinating
major issues related to carbon emissions trading. The competent authority of ecology and

environment protection under the governments of provinces, autonomous regions,
1



municipalities and cities confirmed by the State Council (hereinafter referred to as the local
competent authorities of ecology and environment protection) are responsible for the
supervision and management of activities related to carbon emissions trading within their
respective administrative regions.
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Article 5 (Coverage and Registration System) The competent authority of ecology and
environment protection under the State Council shall work with the relevant departments of the
State Council to set targets for GHG emission control according to national standards,
recommend the types of GHGs, the scope of industry and the key emission entities to be
included in the carbon emissions trading system. All recommendations shall be made public
after being approved by the State Council.
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The competent authority of ecology and environment protection under the State Council should
be responsible for the establishment, running, maintenance and coordination of the national
carbon emission registration system and the national carbon emission trading system.
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Article 6 (Key Emission Entities) The local competent authority of ecology and environment
protection shall set conditions based on the GHGs included in the carbon emissions trading
system, the industrial scope and the key emission entities and provide a list of key emission
entities for the approval of local authorities and the competent authority of ecology and
environment protection under the State Council.
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Once approved by the competent authority of ecology and environment protection under the
State Council, the list of key emission entities shall be made public.
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Article 7 (Allocation of Allowances) The competent authority of ecology and environment
protection under the State Council shall, work with relevant departments of the State Council
consider national GHG emission control targets, economic growth, industrial restructuring
among other factors, to set up and announce standards and measures to allocate carbon
emission allowance.
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Article 8 (Monitoring, Reporting, Verification) Key emission entities shall strengthen the
management of GHG emissions and exercise reasonable control over the emissions.
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Key emission entities shall, pursuant to the regulations of the competent authority of ecology
and environment protection under the State Council, monitor their GHG emissions and submit
the annual GHG emission report and the verification report provided by the verification agency
to the local competent authority of ecology and environment protection.
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The key emission entities may choose their own verification agencies from the list provided by
the competent authority of ecology and environment protection under the State Council.
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The verification agency shall comply with the technical regulations of the competent authority of
ecology and environment protection of the State Council and guarantee the authenticity and
accuracy of the verification report. Falsification and leaking of trade secrets of the key emission
entities are prohibited. The verification expenses shall be covered by the central government’s
budget plan and the key emission entities shall not be charged for verification
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Article 9 (Emissions and Emission Allowance Approval) the local competent authorities of
ecology and environment protection shall, within 30 days upon receipt of the GHG emission
report and verification report, start verifying key emission entities’ actual GHG emissions and
related data from the previous year. The local competent authorities of ecology and environment
protection shall, according to the published carbon emission allowance allocation methods and
standards, verify the carbon emission allowances to be allocated to key emission entities, and
report to the competent authority of ecology and environment protection of the State Council.
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Article 10 (Registration of Emission Allowances) Carbon emission allowances are the assets of
the owner. The ownership is registered and confirmed by the national carbon emission
registration system. The change of ownership shall be effective upon registration.

Annual GHG emissions and carbon emission allowances of key emission entities should be
registered in the national carbon emission registration system.

The local competent authorities of ecology and environment protection may pre-allocate some
carbon emission allowances to key emission entities according to the published carbon
emission allowance allocation measures and standards. The pre-allocated allowances should
be deducted accordingly from the key emission entities’ annual total allowances.
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Article 11 (Surrendering allowances) It is the obligation of key emission entities to surrender a
guantity of allowances equivalent to their GHG emissions from the previous year to the local
competent authorities of ecology and environment protection within the prescribed time. Spare
allowances of an emission entity may be sold or kept for future use, while entities that are about
to exceed their quotas will have to purchase extra allowances before December 31 of the year.

The carbon emission reduction credits that meet the requirements of the competent authority of
ecology and environment protection under the State Council may also be surrendered as the
allowances in procedures stipulated in the preceding paragraphs, and shall be managed as
carbon emission allowances.
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Article 12 (Main Trading Entities) Key emission entities, organizations and individuals that meet
the requirements for voluntary participation in carbon emissions trading can participate.

The national carbon emissions registration system and the management agency, the verification
agency and their staff shall not engage in carbon emissions trading.
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Article 13 (Ways of Trading) Key emission entities and organizations and individuals that meet
the requirements for voluntary participation in carbon emissions trading may purchase carbon



emission allowances, and may also sell or mortgage their carbon emission allowances obtained
through legal means.

Carbon emissions trading can be conducted by centralized bidding or agreements.
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Article 14 (Trading Rules) Key emission entities, organizations and individuals that meet the
requirements for voluntary participation in carbon emissions trading shall conduct trading
pursuant to the rules of carbon emissions trading set by the competent authority of ecology and
environment protection under the State Council.
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Any acts that seek to manipulate carbon emissions trading through fraud, malicious collusion,
and dissemination of misinformation by any entities or individuals shall be prohibited.
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Article 15 (Information Disclosure) The competent authority of ecology and environment
protection under the State Council shall regularly disclose information on carbon emission
allowance trading, and the completion status of carbon emission allowances submitted by key
emission entities each year.
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Article 16 (Market Regulation) The competent authority of ecology and environment protection
under the State Council shall strengthen the risk management of carbon emissions trading, and
establish management systems such as price caps, precautionary mechanism, unusual
transactions handling, dealing with violations and breaches of contract and transaction disputes
surrendering.
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Based on the needs of regulating the economy and stabilizing the carbon emissions market,
both competent authority of ecology and environment protection under the State Council and
relevant the State Council departments agree that carbon emission allowances can be
auctioned to key emission entities, or the purchase of the carbon emission allowances from key
emission entities or other qualified and willing organizations and individuals can be organized.
The revenue generated from the distribution of carbon emission allowances and the cost of
purchasing carbon emission allowances will be factored in the budget plan of the central
government.
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Article 17 (Exit Terms) Where the key emission entities are terminated, or no longer meet the
thresholds of key emission entities due to separation or changes in GHG emissions, they will
not be managed as key emission entities and the competent authority of ecology and
environment protection under the State Council shall promptly verify and disclose the changes.
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Where an entity specified in the preceding paragraphs has carbon emission allowances surplus
or have not fulfilled the obligation to settle the transaction as, its rights and obligations shall be
handled pursuant to the relevant laws and regulations; however, the corresponding carbon

emission allowances obtained through pre-allocation procedures pursuant to Article 10 (2)
hereof shall be nullified in the registration system.
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Article 18 (Regulation and Management) The competent authority of ecology and environment
protection under the State Council and the local competent authorities of ecology and
environment protection shall perform the following duties; key emission entities, verification

agencies, other entities and individuals who voluntarily participate in carbon emissions trading,
shall not resist or obstruct:
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(1) On-site inspections to key emission entities, verification agencies, and other trading entities;
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(2) Checking and copying relevant documents and materials, inquiring and inspecting relevant
information systems, and monitoring facilities of key emission entities, verification agencies, and
other trading entities;
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(3) Requiring key emission entities, verification agencies, and other trading entities to explain
relevant issues;
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(4) Investigating and collecting evidence from other relevant entities and individuals.
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Article 19 (Liabilities of Key Emission Entities) The key emission entity that fails to monitor its
GHG emissions pursuant to the regulations of the competent authority of ecology and
environment protection under the State Council, or fails to submit GHG emission report and
verification report on time, or falsifies the said reports shall be deemed to have violated the
provisions hereof and be ordered to rectify the situation within a time limit specified by the local
competent authorities of ecology and environment protection. If the entity fails to make
corrections within the time limit, it shall be fined between 50,000 yuan and 200,000 yuan.
Meanwhile, a verification agency shall be designated to verify the corrections and the entity’s
GHG emissions and related data shall be determined in accordance with the verification results.
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The key emission entity that fails to submit the allowances equal to its emissions on time shall
be deemed to have violated the provisions hereof. The local competent authorities of ecology
and environment protection shall issue a warning and require the entity to fulfill its allowance
surrendering obligation with a specified time limit, and impose a fine of 2-5 times the value of
carbon emission allowance based on the average market price of the same year.
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Article 20 (Liabilities of Verification Agencies) A verification agency that violates the provisions
hereof by committing any of the following acts shall be ordered to make corrections within a time
limit specified by the local competent authorities of ecology and environment protection. At the
same time, its ill-gotten proceeds shall be confiscated and a fine of 20,000 yuan to 100,000
yuan be imposed. Verification agencies refusing to make correction or committing serious
offences shall be forbidden from engaging in verification:
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(1) Falsifying;



(2) Charging fees for verification;
(3) Leaking confidential business information of key emission entities;
(4) Participating in carbon emissions trading;

(5) Violating related technical regulations.
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Article 21 (Liabilities of trading entities) Any key emission entity, verification agency, or
organization or individual participating in carbon emissions trading shall be deemed to have
violated the provisions hereof by act of manipulating the trading through fraud, malicious
collusion, and disseminating misinformation, or other violations of the carbon emissions trading
rules, and shall be ordered to make corrections within a time limit and have their ill-gotten
proceeds confiscated by the local competent authorities of ecology and environment protection;
if the violator refuses to rectify the situation, it shall be subject to a fine of 5 to 10 times its ill-
gotten proceeds; If any entity or individual that voluntarily participates in the trading commit the
above acts and the act is deemed as a gross violation of the rules and regulations, the
competent authority of ecology and environment protection under the State Council shall nullify
its carbon emission allowances and deny it access to carbon emissions market for 3 years.
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Article 22 (Liabilities for Resisting Supervision and Inspection) Any key emission entity,
verification agency, or organization or individual who voluntarily participates in carbon emissions
trading shall be deemed to have violated the provisions hereof if it resists or obstructs
supervision and inspection. The local competent authorities of ecology and environment
protection shall order it to make corrections within a specified time limit and issue a warning; if it
fails to make corrections within the time limit, a fine of 20,000 yuan to 100,000 yuan, or 1,000
yuan to 5,000 yuan in the case of individual offenders, shall be imposed.
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Article 23 (Credit Penalty and Other Measures) The competent authority of ecology and
environment protection under the State Council and the competent authority of ecology and
environment protection shall document the participating key emission entities, verification
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agencies, and organizations and individuals that have violated the Regulations, and bring them
under the credit management system pursuant to the law.
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Article 24 (Conjunction Clause) Where any key emission entity, verification agency, or
organization or individual voluntarily participating in carbon emissions trading violate the
provisions hereof and cause losses to others, the violator(s) shall bear civil liability and even
criminal liability if appropriate.
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Where any key emission entity, verification agency, or organization or individual voluntarily
participating in carbon emissions trading believe that its legitimate rights and interest are
infringed upon by the competent authority of ecology and environment protection under the

State Council and the local competent authorities of ecology and environment protection, it may
appeal for administrative reconsideration or institute administrative litigation.

FTAK (EERIRME) BSRES H\ BEER]. ATARBFESHEETERILHAL
EARBRAZHIME, BEARN. BT, WA, XTE?;:J\J\E’JEEJ\J\%H%E&
FIEARACEE %kéﬂ\'E?;U\J\E’JEE.‘U\JJFDH@E?QTEAW\#]EHB&EE’] CRESERI

.

Article 25 (Liability of the competent departments) Where the competent authority of ecology
and environment protection under the State Council, the local competent authority of ecology
and environment protection administration, and its staff members violate the provisions hereof
by act of abusing power, negligence, etc., the supervisors and the people who directly
committee the acts shall be punished and even bear criminal liabilities if appropriate.
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Article 26 (Explanation of Terms) The meanings of the following terms hereof are:
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(1) Carbon emission right refers to the right of obtained by entities and individuals through legal
means to emit GHGs into the air.
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(2) Allowance refers to the tradable allowances obtained by entities and individuals involved in
carbon emissions trading through the legal means and used for offsetting GHG emissions from
key emission entities. Each allowance represents of 1 tonne of greenhouse gas emissions.
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(3) Surrendering refers to the process for participants to compensate for their emissions from
the previous year.
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(4) GHGs refer to natural and artificial gaseous components that absorbs and emits radiant
energy within the thermal infrared range, including carbon dioxide (CO2), methane (CH4),

nitrous oxide (N20), hydrofluorocarbons (HFCs), Perfluorocarbons (PFCs), sulfur hexafluoride
(SF6) and nitrogen trifluoride (NF3).
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(5) Carbon emission reduction allowances refer to the allowances granted for emission
reductions generated by activities outside the coverage of carbon emission trading. After being
approved by the competent environmental protection department of the State Council, they can
be used to offset GHG emissions from key emission entities.
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Article 27 (Effective Date) The Management Regulations shall be effective on
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