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|. OVERVIEW

The second energy efficiency action plan aims to assess the policies and measures
implemented by France in terms of energy savings. Directive 2006/32/EC of 5 April 2006 on
energy end-use efficiency and energy services (ESD) sets a 9% energy savings target to
2016 compared with average final energy consumption between 2001 and 2005. France has
also undertaken to comply with the terms of the ‘Energy/Climate’ Package adopted in
December 2008 under the French Presidency of the European Council, which provides in
particular for a 20% improvement in the European Union’s energy efficiency in 2020.

Achievement of the 2016 goal set by the ESD has been estimated as a result of producing
‘Energy Climate Air' prospective scenarios, a prospective study concerned with France’s
energy consumption and emissions of greenhouse gases and air pollutants to 2020 and
2030. Energy savings in 2016 reach 18 Mtoe (million tonnes oil equivalent), against an
indicative target of 12 Mtoe. More than 88% of the energy savings come from the residential-
service sector, thus reflecting implementation of the programme to manage energy demand
in the construction sector established by the Environment Round Table. It is followed by
transport (10%) and industry (outside the EU ETS - EU Emissions Trading Scheme; 1%).

With regard to achievement of the 2010 intermediate goal set by the ESD (intermediate
indicative target of 5 Mtoe of energy savings), it is assessed using the top-down methods
recommended by the European Commission. For the period 2007-2009 the volume of energy
savings enumerated within the meaning of the EST is assessed at 5.2 Mtoe, mainly in the
residential sector. The 2010 intermediate goal may therefore be considered achieved.

The main policies and measures implemented to achieve these various targets are detailed
on a sector-by-sector basis. Among them, demand management occupies a predominant
position, particularly through the Energy Efficiency Certificate (EEC) mechanism. This
measure alone generated 1.1 Mtoe of savings in 2010.

The construction sector accounts for 44% of France’s final energy consumption and, as such,
is @ major challenge for energy efficiency policies. The Environment Round Table has set
very ambitious targets:

- For new build, widespread development of low consumption buildings (BBC) by 2012 and
positive energy buildings to 2020;

- For existing building stock, a 38% reduction in primary energy consumption. The target is
to achieve primary energy average consumption of 150 kWhep/mz/year, compared with a
current average of 240 kWhep/mzlyear.

Introduction of the 2012 Thermal Regulation makes it possible to achieve the BBC standard for
new constructions. Sustainable Development Tax Credit and the zero-rated eco-loan are two
major measures supporting development of the stock.

The transport sector accounted for 32% of French final energy consumption in 2009. Measures
implemented in this sector mainly seek to support modal shift and greater efficiency of the modes
of transport used. The ecological ‘bonus-malus’ enabled France to have, in 2009, the new vehicle
fleet with the lowest carbon dioxide emissions in the European Union and, according to the latest
statistics, the operating fleet with the second-lowest emissions.

In industry France’s energy efficiency policy is based, in particular, on European

Directive 2003/87/EC establishing a market for emission permit trading within the European
Union, as well as on financial incentives, regulatory measures, support for standardisation
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processes and support for development of the most efficient technologies, in particular through
the Future Investments mechanism.

The State and territorial authorities also play a very important part in energy efficiency, not just
through managing their assets and their direct activities, but also when exercising their
responsibilities (for example, with regard to urban development, in the case of authorities). As
regards State services, an initial review of implementation of the ‘Exemplary State’ circular for
2009 shows initial concrete results, in particular in terms of energy audits and purchase of
energy-efficient vehicles. In the case of local authorities, they are encouraged to develop
territorial climate plans providing a genuine local climate and energy policy within their specific
areas of responsibility: more than 200 have now been developed or are being developed. The
Grenelle laws also strengthened the provisions allowing urban development master-plans to
manage space, resources and energy efficiently by developing levers for demand-side
management, the fight against urban sprawl and promotion of the sustainable city.

The agricultural sector is also implementing a significant number of measures to improve energy
efficiency, including, in particular, introduction of the Energy Performance Plan for agricultural
holdings 2009-2013 (energy savings and conversion to renewable energies).

Lastly, prevention of waste production may make it possible to reduce energy consumption
throughout sectors linked to production and marketing of goods, particularly industry and
transport. It also allows a reduction in energy consumption linked to waste treatment.

In horizontal terms, major importance is attached to raising general public awareness with regard
to energy savings. This awareness-raising involves two main types of action:

- Awareness-raising actions, such as the ADEME (Environment and Energy Management
Agency) public campaigns ‘réduisons vite nos déchets, ¢ca déborde’ (‘let's reduce waste
now, it's overflowing’) and ‘économies d’énergie faisons vite, ¢ca chauffe’ (‘energy
savings: let’s act now, the heat is on!’);

- Information actions to direct the behaviour of economic operators, for example via the
Energy Performance Diagnoses (DPEs) required in metropolitan France by both private
individuals and professionals since 1 November 2006 when any dwelling or building is
sold; or through the Energy Info Sites (EIE), which are a valuable source of information
and advice on energy efficiency for individuals and businesses.

In addition, a trial of environmental advertising on high-volume consumer products will start in
summer 2011.
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. FRANCE'S ENERGY EFFICIENCY STRATEGY

Article 14 of Directive 2006/32/EC of 5 April 2006 on energy end-use efficiency and energy
services (ESD) provides for an updated Energy Efficiency Action Plan to be submitted by
30 June 2011. This Directive sets an energy savings target of 9% to 2016. France has also
undertaken to comply with the terms of the Energy/Climate Package concluded in 2008, which
provides for a 20% improvement in the European Union’s energy efficiency in 2020.

The aim of this report is to set out the policies and measures implemented to achieve these
various targets. Particular detail will be provided regarding achievement of the volumes of energy
savings set under the ESD.

1. Ongoing improvement in energy efficiency...

France has one of the lowest final energy intensities’ in the European Union. Figure 1 shows
France’s position among the countries of the European Union in terms of final energy intensity in
2008.

[Key to Figure 1]

ktep/€05p = ktoe/€05p

consommation d'énergie finale rapportée au produit intérieur brut en 2008 = final energy
consumption in relation to gross domestic product in 2008

Greece, Spain, United Kingdom, Ireland, Germany, Italy, France, Norway, EU27, Denmark,
Netherlands, Austria, Croatia, Slovenia, Hungary, Poland, Romania, Slovakia, Czech Republic,
Belgium, Sweden, Bulgaria, Latvia, Malta, Luxembourg, Finland, Cyprus, Estonia, Lithuania,
Portugal

Figure 1. Classification of European Union countries by final energy intensity in 2008
(source: Odyssée, March 2010)

Figure 2 summarises the change in France’s final energy consumption between 1970 and 2009°
by sector. After two decades of growth, France’s final energy consumption (corrected for climatic
variations) was virtually unchanged between 2001 and 2008, at around 160 Mtoe a year, thus
reflecting the effectiveness of France’s public policies to improve energy efficiency. 2009 saw a
3% reduction, with final energy consumption falling to around 156 Mtoe. Data are not yet
available for 2010 but the reduction seen internationally in 2009 could simply relate to economic
circumstances. Use of 2010 data will assume a specific nature.

[Key to Figure 2]

En Mtep = In Mtoe

Transports = Transport; Résidentiel-Tertiaire = Residential-Service; Sidérurgie = Iron and steel;
Industrie, hors sidérurgie = Industry, other than iron and steel; Agriculture = Agriculture.

Figure 2. Change in France’s final energy consumption between 1970 and 2009, corrected
for climatic variations, by sector (source: SoeS, 2009 energy balance)

The financial and economic crisis played a significant part in the reduction in final energy
consumption seen in 2009, which had already begun in 2008. The fall in industrial activity had a
direct impact on energy consumption in this sector (-10%, and as much as -27% for the iron and

! Energy intensity is the ratio of energy consumption to gross domestic product (GDP).
% Provisional data for 2009.
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steel industry). Agricultural demand fell by 3%. Transport consumption again declined (-1.1%,
after -0.8% in 2008), due in particular to a fall in road freight transport activity. Consumption in the
residential-service sector also fell by 0.9% in 2009 after several years of stop-start increases.

The financial crisis, through its impact on the functioning of the economy and, in particular, the
underutilisation of production or transport units, temporarily slowed down the ongoing
improvement in France’s energy efficiency: after several years of significant reduction, France’s
energy intensity remained steady in 2008, and then fell by 0.4% in 2009.

2. ... prompted by an ambitious energy strategy

2.1 A long-term vision

The Environment Round Table (see inset below) reaffirmed the major objectives of French
energy policy enshrined in Programme Law No 2005-781 of 13 July 2005 establishing energy
policy guidelines, known as the POPE Law. These four objectives were taken up in Article L.100-
1 of the Energy Code established by Ordinance No 2011-504 of 9 May 2011:

- to ensure security of supply;

- to maintain competitive energy prices;

- to protect human health and the environment, in particular by combating climate change;
- to guarantee social and territorial cohesion by ensuring energy access for all.

These are long-term objectives, which set a course for energy policy action for the next 30 years.
To achieve them, four major areas have been defined:

- Managing energy demand;

- Diversifying the energy mix;

- Developing research and innovation in the energy sector;

- Providing means of transport and storage suitable for requirements.
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Description of the Environment Round Table

Preparation for the Environment Round Table® took place between July 2007 and
November 2007. It involved all stakeholders: State, territorial authorities, trade unions,
businesses and associations. Its aim was to debate environmental issues and define a roadmap
for sustainable ecology, development and planning. Organised around six working groups, one of
which dealt with combating climate change and managing energy demand, it resulted, at the end
of October 2007, in an action plan consisting of 20 concrete and quantifiable measures with the
broadest possible participant agreement.

Following this national consultation, 33 operational committees (COM-OP), bringing together all
stakeholders, were set up to refine the roadmap and define, for each theme identified as key, a
list of targets, as well as specific actions and recommendations to be implemented. In appropriate
cases, these operational committees indicated measures not approved by all stakeholders and
possible alternatives. They then drew up public overview reports to be used as a subsequent
basis for policy decisions.

The topics dealt with by the operational committees included, in particular, improving the
performance of buildings (COM-OP 1, 2 and 3), the Exemplary State (COM-OP 4) and improving
transport (COM-OP 5, 6, 7 and 8).

Implementation of the Round Table commitments is underway, in particular through:

- the Programme Law of 3 August 2009 implementing the Environment Round Table, known
as Grenelle 1, formalising the Round Table commitments from a legislative viewpoint;

- the Law of 12 July 2010 making a national environmental commitment, known as Grenelle 2,
implementing most of these commitments in operational terms;

- the various Finance Laws adopted since 2007, which have put in place the financing needed
for some Round Table measures;

- the Decrees implementing the Grenelle 1 and Grenelle 2 laws.

2.2 France’s energy efficiency commitments

As a framework for the actions to be carried out in the context of the national energy strategy, the
POPE Law sets ambitious performance targets and establishes a certain number of incentive
programmes for energy savings.

On the subject of energy efficiency, the POPE Law sets targets of reducing final energy intensity
by 2% a year by 2015 and by 2.5% a year between 2015 and 2030. However, the economic crisis
had a negative impact on results for the period 2006-2009". The very good results achieved in
2006 and 2007 (-4.5% in two years) were interrupted by the economic crisis, with the energy
intensity index remaining unchanged in 2008 and falling by 0.4% in 2009. The average annual
reduction in France’s energy intensity between 2006 and 2009 was therefore 1.2%. On the other
hand, the reduction in final energy consumption per inhabitant was significant in 2009, falling by
3.5%, i.e. an average reduction of 1.3% per year for the period 2005-2009.

% http://www.legrenelle-environnement.fr/

4 Crisis periods, when factories do not operate at full capacity, are not favourable to energy efficiency gains.
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In 2007 the Environment Round Table strengthened France’s energy policy, by setting very
ambitious targets in all sectors of the economy, and in particular for the following (see Chapter I
for detail of the policies and measures concerned):

- Demand-side management in the construction sector, through a programme of
technological advances in new build and radical energy renovation work in existing build.
For new build, low consumption buildings will already be widely found from 2012 and
positive energy buildings in 2020. For existing build, a 38% target reduction in
consumption by 2020 has been set.

- Accelerated growth in modes of transport other than road and air. A set of measures has
been introduced to encourage shift of traffic to the modes of transport emitting fewest
greenhouse gases and air pollutants and to improve the efficiency of the modes of
transport used.

Lastly, in order to meet the requirements of Directive 2006/32/EC (known as the ‘ESD’), France
has set an indicative target for final energy savings of around 12 Mtoe® in 2016. The intermediate
target for 2010, set in France’s first National Energy Efficiency Action Plan (NEEAP) in 2008, was
around 5 Mtoe.

3. Evaluation of energy savings

3.1 Estimated energy savings in 2016 and 2020

A prospective evaluation of the results of implemented or planned measures is required in order
to estimate whether the 2016 target will be achieved. France has chosen to evaluate the volume
of energy savings achieved in 2016 - in the context of the ESD, and in 2020 - in the context of the
Energy/Climate Package, by means of an ‘Energy, Climate, Air' prospective scenario exercise.
These same scenarios are used to establish changes in France’s greenhouse gas emissions to
2020 and 2030, in the context of the report on monitoring mechanisms®.

Methodology

The methodology used to establish the ‘Energy, Climate, Air' prospective scenarios is set out in
Annex 2, Chapter|l. The scenarios are based on refined modelling of energy demand and
contain, in this regard, elements of both bottom-up evaluation (modelling of the impact of
individual measures) and top-down evaluation (overall evaluation of energy savings by economic
sector).

Two scenarios are used to calculate the volume of energy savings in 2016 and in 2020:
- the ‘pre-Round Table’ (PG - pré-Grenelle) scenario, a trend scenario estimating the
change in France’s energy consumption without the targets and measures adopted by
the Environment Round Table,

® This figure equates to 9% of France’s average final energy consumption, after removing the air sector, international
maritime bunkers and final energy consumers that come under the EU ETS Directive. The uncertainty introduced by this
latter term means that the target of 12 Mtoe in 2016 raises the indicative target as set by the ESD.

® Under Article 3(2) of Decision No 280/2004/EC of the European Parliament and of the Council of 11 February 2004.
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- and the ‘with additional measures’ (AMS - avec mesures supplémentaires) scenario,
based on modelling the impact of all of the measures adopted in summer 2010 and the
sectoral targets enshrined in law after the Environment Round Table. This scenario
describes the change in the French energy system taking account of the targets and
measures actually adopted and their effects to date.

Energy savings at a particular date are estimated using the difference between final energy
consumption in the PG and AMS scenarios, not including installations that come under the
EU ETS Directive, fuels used for air transport and international maritime bunkers’. 2016
consumption is obtained by means of a linear interpolation between France’s actual 2009
consumption, as shown by the energy balance published by the Observation and Statistics
Service (SOeS), and consumption for each scenario in 2020.

In the absence of more specific data, the proportion of energy consumed by industrial sector
installations that come under the EU ETS Directive has been considered constant and taken as
the average percentage seen between 2001 and 2008°.

Limits

The PG scenario draws on data (indicators of energy efficiency, structure of consuming stock by
fuel, etc.), dating in some cases from 2008 or 2009, in particular in the transport sector. It
therefore already includes the impact of certain measures introduced following the Environment
Round Table on the energy efficiency of the sectors concerned. For example, the effect of the
automobile sector bonus-malus on the average consumption of new private vehicles between
2007 and 2009 is already taken into account in the PG scenario. The PG scenario therefore
reduces the trend in France’s energy consumption without the Environment Round Table.

Other than on this specific point, the scenarios are a prospective exercise and include the limits
inherent in any energy-demand modelling; the results largely depend on hypotheses used to
estimate the impact of the different measures on energy consumption.

Results

Figure 3 shows the historical change in France’s total final energy consumption between 1990
and 2009, followed by the prospective changes between 2009 and 2020 under the PG and AMS
scenarios.

[Key to Figure 3]

Conso énergie finale PNAEE (PG + AMS O) = Final energy consumption NEEAP (PG + AMS O)
Mtep = Mtoe

Historique = Historical change

" In accordance with Directive 2006/32/EC. As the Directive considers the installation of solar thermal panels a source of
energy saving, solar thermal energy consumption, initially counted in the scenarios as final energy consumption, has been
subtracted from total final energy consumption. This is not the case for locally produced electricity (solar, photovoltaic,
etc.), the vast majority of which is injected into the network in France, rather than being used for own consumption.

® |.e. 49.7%, with a standard deviation of less than 0.9%. The final energy consumption of installations that come under
the EU ETS Directive, not including the energy sector, is 18 Mtoe within the industrial sector and 1.1 Mtoe, i.e. less than
6%, outside the industrial sector. It has therefore been assumed that the consumption of installations that come under the
EU ETS Directive, not including the energy sector, was included in the industrial sector.
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Figure 3. Change in France’s final energy consumption between 1990 and 2020 under the
PG and AMS scenarios (sources - historical change: SOeS, Pégase database; PG and AMS
scenarios: Enerdata study, March 2011)

Implementation of France’s energy efficiency strategy makes it possible to reduce national final
energy consumption to 135 Mtoe in 2020, compared with 163 Mtoe in the pre-Round Table trend
scenario, i.e. a relative reduction of 17%°.

Table 1 sets out the detailed results obtained in terms of final energy savings in 2016 and 2020,
not including consumption in the sectors relating to EU ETS and air transport, international
bunkers and solar thermal energy, in line with the scope of Directive 2006/32/EC.

Table 1. Evaluation of energy savings in 2016 and 2020 based on France’s final energy
consumption under the PG and AMS scenarios, not including consumption in the sectors
relating to EU ETS and air transport, international bunkers and solar thermal energy

[Mtoe] 2009* | 2016 | 2020 | Energy savings Energy savings
achieved in 2016 | achieved in 2020
PG scenario 137.8 | 139.0 | 139.9
Residential-service | 68.7 | 72.7 | 75.0
sector

Transport | 48.3 | 44.1 | 42.0

Industry | 16.8 | 18.7 | 19.8

Others (agriculture, building | 4.1 3.5 3.2
and civil engineering works, etc.)

AMS scenario 137.8 1 121.0 | 1114 18.0 28.4
Residential-service | 68.7 | 56.8 | 50.0 15.9 24.9
sector
Transport | 48.3 | 42.3 | 38.8 1.9 3.2
Industry | 16.8 | 18,5 | 194 0.2 0.3
Others (agriculture, building | 4.1 3.5 3.2 0 0

and civil engineering works, etc.)

* Source: Energy balance for France, SOeS

Energy savings in 2016 reach 18 Mtoe, against an indicative target of 12 Mtoe. 15.9 Mtoe, i.e.
more than 88% of the energy savings, come from the residential-service sector, thus reflecting
implementation of the demand-side management programme in the construction sector,
established by the Environment Round Table. This is followed by transport (1.9 Mtoe - 10%) and
industry (not including EU ETS; 0.2 Mtoe - 1%).

It should, however, be noted that actually achieving this ambitious target still depends on dealing
appropriately with several ‘points of caution’, and in particular:

- The real pace of renewal of existing building stock over the entire period. Achieving the
target of a 38% reduction in consumption by existing building stock to 2020 will require a
sustained pace of renewal over the entire period. The scenario used by the Round Table

® The Energy-Climate-Air prospective scenarios were presented in the National Reform Programme (PNR) 2011-2014,
sent to the European Commission by France in May 2011. They update the ‘Round Table’ and trend prospective
scenarios used in the key elements of the 2011 PNR sent in November 2010.
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working groups provided, firstly, for the most energy-consuming buildings to undergo major
renewal at a rate of 400 000 renovations per year between 2013 and 2020 and, secondly, for
intermediate renewal of 9 million dwellings;

- Maintaining powerful incentive mechanisms to sustain this pace of renovation over the
entire period, in an increasingly constrained budget environment: even if work to improve
the performance of dwellings is often identified as having low, or even negative abatement
costs, there are many other constraining factors (household credit access, inadequate
information, loss of amenity caused by the work) that hinder effective implementation of work
and require the use of incentive mechanisms for housing renovation. That is why the
Environment Round Table provided, in particular, for zero-rated eco-loans (éco-PTZ) and
renewal of Sustainable Development Tax Credit (see Residential Service section);

- Effective implementation of the programme of planned investment in transport
infrastructure: as regards those travelling, 800 kilometres of high-speed track (of the
2 000 km planned by 2020) have already been started to date and two project calls have
already been issued to develop public transport reserved routes. This pace must be
maintained to ensure a massive modal shift towards those modes of transport with the lowest
emissions;

- Strengthening the modal shift for freight: the Round Table set a very ambitious target of a
25% modal share for non-road and non-air freight by 2022 (compared with 14% at present).
Increased efforts will be needed for this to be achieved;

- The effective capacity of branches and sectors to adapt (innovation, technological
breakthroughs, etc.);

- Level of mobilisation of all actors and efficiency of the support mechanism (training,
behaviour change, etc.).

3.2 Evaluation of energy savings in 2010 towards achieving the
intermediate target (top-down analysis 2007-2009)

Methodology

Energy savings over the period 2007-2009 are calculated using the top-down methods
recommended by the Commission.

2010 data are not available within a timescale compatible with delivery of the report to the
Commission. Since 2008 and, in particular, 2009 were highly atypical years, it seems preferable
not to try to estimate energy consumption and activity levels for 2010 by extrapolating from the
previous years’ data. The intermediate target set under the ESD will therefore be calculated
solely for the period 2007-2009.

14/282



This calculation takes account of evaluation of the first NEEAP. In fact, this Plan had been drafted
in parallel with the Environment Round Table and drew on its main conclusions. These
conclusions have been gradually put into practice since 2008. The second NEEAP thus
supplements the previous report and reflects concrete implementation of the Environment Round
Table, the first effects of which are estimated by means of top-down evaluation for 2007-2009.

Results

Achievement of the 2010 target

France’s first NEEAP set a 2010 intermediate indicative target of 5 Mtoe of energy savings.

For the period 2007-2009 (2010 figures not available), the volume of energy savings identified
within the meaning of the ESD is evaluated at 5.159 Mtoe (see Excel table in Annex 2,
Chapter II). It may therefore be assumed that the 2010 intermediate target has been achieved.

Calculation of the indicators produced by the recommended methods for evaluating
achievement of the 2010 target (see details of calculations in the annexed Excel sheet). In
line with the Commission’s recommendations'®, only positive indicators, reflecting the
results of energy efficiency efforts, are taken into account.

- Households

Calculation option (a): calculation of preferred indicators (P1 to P5)

Indicator P1 (heating): P1 = 2.972 Mtoe

Indicator P2 (air-conditioning) cannot be calculated in the absence of data on energy consumed
for air-conditioning.

Indicator P3 (hot water): P3 = 0.013 Mtoe

Indicator P4 (electrical appliances) calculated for different types of electric appliance
(refrigerator, freezer, washing machine, dishwasher, television and tumble drier):

As an aggregate total, P4 = 0.041 Mtoe

Indicator P5 (lighting): P5 = 0.035 Mtoe

"% Reply from the NEEAP Helpdesk on 15 April 2011.
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Aggregate total: 3.061 Mtoe of savings using calculation option (a)

Calculation option (b): calculation of minimum indicators (M1 and M2)

Indicator M1 (household consumption other than electricity): M1 = 3.566 Mtoe

Indicator M2 (household electricity consumption). This indicator is negative: M2 = -0.481 Mtoe

Aggregate total: 3.566 Mtoe of savings using calculation option (b)

Calculation option (c): combination of preferred indicators and minimum indicators (M1
with P4 and P5)

Sum of indicators M1, P4 and P5, as suggested on p. 6 of the methods recommended by the
Commission.

Aggregate total: 3.641 Mtoe of savings using calculation option (c)

Conclusion regarding household energy savings:

It is proposed to use calculation option (a), which is more representative of reality.

Energy savings for the period 2007-2009 for the household sector: 3.061 Mtoe

- Service

Calculation option (a): calculation of preferred indicators (P6 and P7)

Indicator P6 (consumption other than electricity) on a branch basis:

P6 = 0.415 Mtoe

Indicator P7 (electricity consumption) on a branch-by-branch basis. This indicator is more
negative.

P7 = 0.423 Mtoe
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Aggregate total: 0.415 Mtoe of savings using calculation option (a)

Calculation option (b): calculation of minimum indicators (M3 and M4)

Indicator M3 (consumption other than electricity) for the service sector as a whole: M3 =
0.429 Mtoe

Indicator M4 (electricity consumption) for the service sector as a whole. This indicator is
negative: M4 = -0.438 Mtoe

Aggregate total: 0.429 Mtoe of savings using calculation option (b)

Conclusion regarding energy savings for the service sector:

It is proposed to use calculation option (c), which is more representative of reality. The energy
savings come from an improvement in the energy efficiency of consumption of energy other
than electricity.

Energy savings for the period 2007-2009 for the service sector: 0.415 Mtoe

- Transport

Calculation option (a): calculation of preferred or alternative indicators P8 (or Al), P9 (or
A2), P10, P11, P12, P13, M7.

Indicator P8 (energy consumption of light vehicles shown in passenger kilometres):

P8 = 0.167 Mtoe

Alternative indicator A1 (energy consumption of light vehicles): A1 = 0.116 Mtoe

The figures are roughly the same for P8 and A1. It is proposed to use indicator P8, which is
more representative.

Indicator P9 (energy consumption of heavy goods vehicles (HGVs) and utility vehicles shown in
tonne kilometres). This indicator is negative. P9 = -1.368 Mtoe
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Alternative indicator A2 (energy consumption of heavy goods vehicles and utility vehicles by
vehicle).

A2 = 1.763 Mtoe

The very wide difference between the preferred indicator and the alternative indicator shows a
lack of robustness in the proposed indicators in terms of account taken of the economic crisis.
In order to have the indicator best representing the trend seen since 2000, it is proposed to
calculate energy savings over the period 2007-2009 (indicator ‘P9bis’) by prolonging the trend
seen over the period 2000-2007.

P9a = 0.331 Mtoe

Indicator P10 (energy consumption of rail passenger transport). This indicator is negative.
P10 = -0.046 Mtoe

Indicator P11 (energy consumption of rail freight transport). This indicator is negative.
P11 =-0.170 Mtoe

Indicator P12 (share of public transport in passenger transport). P12 = 0.132 Mtoe

Indicator P13 (share of rail and river transport in freight transport). This indicator is negative.
P13 = -0.075 Mtoe

Indicator M7 (energy consumption of river transport). M7 = 0.000 Mtoe

Aggregate total: 0.630 Mtoe of savings using calculation option (a)

Calculation option (b): calculation of preferred or alternative indicators P8, P9bis, P12,
P13, M6, M7.

Indicators P8, P9bis, P12, P13 and M7 are already calculated under calculation option (a).

Indicator M6 (energy consumption of rail transport). This indicator is negative.

M6 = -0.068 Mtoe

Aggregate total: 0.630 Mtoe of savings using calculation option (b)

Calculation option (c): calculation of indicators M5, M6, M7, P12, P13.
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The indicators M6, M7, P12 and P13 are already calculated under the previous scenarios.

Indicator M5 (energy consumption of road vehicles): M5 = 2.574 Mtoe

Aggregate total: 2.706 Mtoe of savings using calculation option (c)

Conclusion in terms of energy savings for the transport sector:

It is proposed to use calculation option (a), which is more representative of reality.

Energy savings for the period 2007-2009 for the transport sector: 0.630 Mtoe

- Industry

Indicator P14 (energy consumption related to the production index) calculated for different
branches of activity (chemistry, non-ferrous metals, steel, non-metallic minerals, wood, paper,
foodstuffs, textiles, machinery, transport equipment, construction, others). The estimated share
of the EU ETS sector, sector by sector, is based on the views of experts.

As an aggregate total of energy savings, P14 = 1.053 Mtoe

Energy savings for the period 2007-2009 for the industrial sector: 1.053 Mtoe
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3.3 Evaluation of flagship measures

In order to have a decision-making tool and be in a position to evaluate the extent to which the
proposed policies will help achieve France's targets for reducing greenhouse gas emissions, the
Ministry of Environment, Sustainable Development, Transport and Housing (MEDDTL) has
developed a tool for quantifying reduction of greenhouse gas emissions to evaluate the impact of
the main policies and measures individually. This tool, known as SceGES' (scenario
development for greenhouse gas emissions), is also designed to encourage homogenisation and
methodological consistency of evaluations over time, giving the State a unique parameterisation
framework and supplying calculation outputs in the format requested by European and
international bodies.

This tool also makes it possible to obtain calculation output for final energy savings generated by
the evaluated measure. SceGES has been used to estimate the impact of flagship measures and
policies in terms of both final energy savings, within the framework of this action plan, and
reduction of greenhouse gas emissions, within the framework of the report on monitoring
mechanisms'*. Details of the bottom-up methodology used are provided in Annex 2, Chapter .

The following measures have been evaluated:

- Energy: regulation under the Ecodesign Directive on lamps (ban on incandescent light bulbs).

- Construction: 2012 Thermal Regulation, zero-rated eco-loan, sustainable development tax
credit.

- Transport: measures concerning the performance of new vehicles (bonus-malus, scrappage
premium, European regulations), HGV eco-tax.

- Agriculture: introduction of mobile test benches for tuning tractors™.

The results of each evaluation are presented at the end of the description of each measure, in
Chapter Il of the Plan, in the form of insets.

A specific bottom-up evaluation method has been used to estimate the impact of the Energy
Efficiency Certificate (EEC) mechanism in terms of final energy saving. Ex-post evaluation of final
energy savings generated by the actions implemented as at 31 December 2010 is based on
analysis of EECs issued in the context of the main standardised operations carried out. It is
supplemented by ex-ante evaluation of the second period of the mechanism (2011-2013) based
on the same principle. These two evaluations have been supplemented by ex-post evaluation of
renewal of the mechanism for a third and fourth period, each with the same target level as the
second period. The methodology and hypotheses used are detailed in Annex 2, Chapter IV. The
total volume of energy savings produced by the EEC mechanism is:

- 1.1 Mtoe in 2010, or around 22% of France's intermediate target,

- 2.6 Mtoe in 2016 (and in 2020), or around 22% of France's indicative target, for the first and
second periods,

- 5 Mtoe in 2016 and 8 Mtoe in 2020 if the mechanism is renewed according to the above-
mentioned hypotheses.

It should be emphasised that the flagship measures have been evaluated individually. France's
energy efficiency strategy is based on a set of measures targeting a single sector while
addressing the various obstacles (investment aid, consumer information and mobilisation,

" The SceGES tool was developed, under the aegis of the Directorate-General for Energy and Climate (DGEC) of
MEDDTL, by a group of specialist external consultants (Centre Energétique des Procédés - Armines, Energies Demain,
CITEPA, INRA and Solagro) in line with their respective areas of expertise.

"2 Under Article 3(2) of Decision No 280/2004/EC of the European Parliament and of the Council of 11 February 2004.

3 This measure was the subject of a direct bottom-up evaluation not using the SceGES tool, the methodology of which is
presented in the same chapter (Annex 2, Chapter Ill, paragraph 2.4).
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regulations, etc). The same energy-saving action™ may therefore have been generated by
several measures at the same time (zero-rated eco-loans, EECs, tax credits, Energy Info Sites,
etc.). As these overlaps are extremely difficult to evaluate, the evaluation of individual measures
presented in the plan must be considered separately. The impact of each programme of
measures, each targeting a sector of the economy, has been analysed using the ‘Energy-
Climate-Air’ prospective scenarios outlined earlier.

" For example, the replacement of central heating equipment by more efficient equipment.
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lll. POLICIES AND MEASURES IMPLEMENTED BY
FRANCE

1. Demand-side management

France’s demand-side management strategy is based on a set of sectoral policies outlined in the
following sections (see Residential-Service section, Transport section, etc.). In addition,
horizontal demand-side management measures are implemented, affecting all sectors and
including, in particular:

- Energy Efficiency Certificates (EECs), a major measure within French energy efficiency policy,
aimed at mobilising sources of energy savings, particularly in the sectors where they are most
widely used;

- support for development of energy performance contracts;

- support for the most energy-efficient products by means of regulatory and financial measures;

- future investments;

- research programmes.

Lastly, territorial mechanisms (planning tools, financial support put in place by local authorities),
outlined in the Exemplary State and Authorities section, supplement policy implemented at
national level.

1.1 Energy Efficiency Certificate mechanism

The Energy Efficiency Certificate (EEC) mechanism, created by Programme Law No 2005-781
of 13 July 2005 establishing energy policy guidelines (POPE law) is based on a three-yearly
obligation to make EEC energy savings ~ imposed by government authorities on energy suppliers
(the 'liable entities' (les ‘obligés’). The latter are thus encouraged to promote energy efficiency
among their clients (households, local authorities or professionals).

EECs are awarded, under certain conditions, by services of the Ministries responsible for energy,
to eligible actors (liable entities, but also other legal entities) that undertake energy-saving
operations or, in some cases, development of renewable energies, and may be traded. At the end
of a period, energy-selling liable entities must demonstrate, on pain of a discharge penalty of two
euro cents per missing kWh, that they have met their obligations by holding certificates for an
amount equal to these obligations.

The national energy savings target for the first period of the mechanism (from 1 July 2006 to
30 June 2009), was set at 54 TWhumae and divided between the liable entities™ in line with their
energy sales volumes and tax-inclusive prices. This target was exceeded, with almost
65 TWheumae Of certified energy savings as at 1 July 2009, more than 86% of which were made in
the residential sector.

' The unit of measurement of EECs is a kWh of final energy cumulated and actualised over the life of the product (cumac
kWh of final energy). One EEC equates to 1 kWhcymac.

'® For the first period, the liable entities were suppliers of electricity, gas, LPG and networked heat or cooling energy
(above a certain annual sales threshold in GWh) and sellers of domestic fuel (starting from the first litre of fuel oil sold).
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The administrative costs linked to operating the Energy Efficiency Certificate register are around
700 k€/year. A study conducted by ADEME, in partnership with CIRED (International Centre for
Environment and Development Research), shows the cost of the mechanism for the liable entities
during the first period as €210 million, or a unit cost of €0.39 cents per kilowatt hour.

A transitional period was introduced from 1 July 2009. No energy-saving target was set for that
period, during which those eligible (including certain liable entities) continued to carry out energy-
saving actions. In view of the positive results in the first period, Grenelle 2 renewed the EEC
mechanism for a second three-year period'” and extends energy-saving obligations to those
offering automobile fuels for consumption, where their annual sales exceed a certain threshold.
The range of entities eligible to request certificates has also been restricted to liable entities,
public territorial authorities, ANAH (National Housing Improvement Agency) and social landlords.
Lastly, contributing towards programmes to reduce the energy consumption of the least well-off
households or towards programmes offering information, training and innovation in support of
demand-side management, in particular aimed at developing vehicles with low carbon dioxide
emissions, may now lead to issue of EECs.

The obligation levels for the second period are 255 TWhymae for all sellers of electricity, gas,
domestic fuel, LPG and networked heat or cooling energy, and 90 TWh.,m, for those offering
automobile fuels for consumption. The new period started on 1 January 2011, and will last three
years.

As at 31 December 2010, the volume of certificates issued for final energy saved was
163.4 Tthumac.18 Analysis of the savings generated by the 65 main standardised operations,
which account for 95% of EECs issued as at 31 December 2010, produces the results shown in
Table 1.

Table 2. Annual energy savings generated by the EEC mechanism (source: MEDDTL)19

2010 2016 ‘ 2020
Energy savings generated by all EECs issued as at 31 December 2010 (ex-post evaluation)
Annual energy saving 1.10 Mtoe 1.05 Mtoe 1 Mtoe
Percentage of target 22% 9% -

Energy savings generated by all EECs issued as at 31 December 2010 (ex-post evaluation) and by the

second period of the mechanism (ex-ante evaluation)

Annual energy saving - 2.64 Mtoe 2.59 Mtoe

Percentage of target - 22% -

Energy savings generated by renewal of the mechanism until 2016 and 2020

Annual energy saving - 4.97 Mtoe 8.03 Mtoe

' Articles 14 to 17 of Programme Law No 2005-781 of 13 July 2005 establishing energy policy guidelines, amended by
Law No 2010-788 of 12 July 2010 making a national environmental commitment; Decree No 2010-1663 of
29 December 2010 relating to energy savings within the framework of the Energy Efficiency Certificate mechanism;
Decree No 2010-1664 of 29 December 2010 relating to Energy Efficiency Certificates.

'8 158.8 TWheumac in the context of standardised operations and 4.6 TWhcunac in the context of specific operations.

"% Evaluation method specified in Annex 2, Chapter IV. Regarding renewal of the mechanism after the second period,
each new three-year period is assumed to retain the same target level as the second period.
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Percentage of target - 41% -

1.2 Dissemination of energy performance contracts

An Energy Performance Contract (EPC) is a contractual agreement between a beneficiary and
a supplier (usually an energy services company) of an energy efficiency improvement measure.
Under an EPC the supplier guarantees the beneficiary a volume of energy savings that enables
its holder to obtain an annual savings budget that may be used to repay the financing put in place
for the work or actions.

With regard to the residential sector, Article 7 of Grenelle 2 introduces a requirement for private
co-ownerships to design an EPC (or an energy-saving work plan) following obligatory audit (see
Residential-Service section).

For the public sector, Article 5 of Grenelle 1 enabled public procurement law to be amended to
allow EPCs to be concluded, in particular in the form of an overall contract covering design,
implementation and operation or maintenance services, since energy efficiency improvements
are contractually guaranteed. In March 2010, MAPPP (Support Force for Public-Private
Partnerships)20 published a model contract adapting the EPC, in the context of renovation of
public buildings, to partnership contract procedures. Lastly, the Ministries responsible for energy
published a guide to EPCs relating to public works®' in July 2010, for public entities and
operators, in order to provide support and clarification for public actors wishing to use EPCs to
contribute to the energy-saving targets, and, in addition, the reduced greenhouse gas emission
targets, set by the Environment Round Table.

The Energy Efficiency Certificate mechanism also encourages the development of EPCs. Two
forms for standardised and specific operations, in the residential sector and in the services sector,
allow energy-saving actions carried out under an EPC to be subsidised.

Lastly, France wishes to develop EPCs in the industrial sector.

1.3 Development of smart grids

Development of electrical uses and production based on renewable energy sources places new
constraints on electricity systems. These trends, coupled with more expensive primary energy
sources and global awareness of climate challenges, call for better demand-side management
and greater efficiency of the entire electricity system. The challenges for consumers and citizens
are three-fold: to improve the quality and continuity of electricity supply, to guarantee security of
supply and to manage energy costs. The emergence of smart electricity grids will, in particular,
make it possible to meet these challenges and has been identified as a strategic ‘green branch’

% MAPPP is an expert body attached to the Ministry of the Economy that provides support to public entities, on request, in
implementing public-private partnerships. The model contract is available for download at:
http://www.ppp.bercy.gouv.fr/cpe clausier_type.pdf.

1 Available for download at http://www.developpement-durable.gouv.fr/Guide-du-contrat-de-performance.html
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for industry in France (see Industry section). Within the framework of the Research Demonstrator
Fund, and then Future Investments, two ADEME Calls for Expressions of Interest (CEls) enabled
several research projects to be launched concerning integration of renewable energies into the
grids, as well as various actions concerning electricity demand-side management. A new Call
was opened on 1 June 2011 in this field. This action has been allocated €250 million across all
CEls.

Consistent with support for smart grids and to combat electricity consumption spikes, at the end
of 2009 France initiated a general discussion on ways of managing electricity peak demand
through a working group bringing together all of the actors involved. The conclusions of this
working group contain 22 proposals. These measures concern, as a priority, electricity demand
management, particularly during periods of peak demand®. They also provide for the introduction
of a capacity obligation for electricity suppliers that should make it possible to balance demand
and supply at peak consumption times by making suppliers invest in production and/or
suppression capacities. This latter measure was introduced by Law No 2010-1488 of 7 December
2010 reorganising the electricity market, subsequently codified in the Energy Code. A 2012
decree will specify the procedures for implementing this capacity obligation, its aim being to
favour suppression of production whenever possible.

1.4 Support for efficient equipment

Regulatory measures concerning products

Regulatory measures targeting energy-consuming products are implemented at Community level.

- Ecodesign: Framework Directive 2005/32/EC, replaced by Framework Directive 2009/125/EC,
establishes a framework for the setting of ecodesign requirements for energy-using products or
energy-related products: generic measures (environmental requirements) or more specific
measures (minimum required energy efficiency). The measures may be determined by regulation
or by voluntary agreement. Measures adopted by regulation to date cover, for example, standby
and off modes for appliances, lighting of streets and service buildings, power supplies and
chargers, domestic lighting, electric motors, circulators, cooling appliances, etc. At national level,
as regards lamps, a national agreement between the French State and the Lighting Trade Union
(Syndicat de I'Eclairage) has been signed ahead of the timetable for withdrawing the least
efficient lamps from the French market.

Implementation of the regulation under the Ecodesign Directive banning incandescent lamps
enables annual final energy consumption to be reduced by 0.17 Mtoe in 2010, 0.76 Mtoe in 2016
and 0.75 Mtoe in 2020%

- Energy labelling (see Awareness-raising section): European Directive 92/75/EEC of
22 September 1992, replaced by Directive 2010/30/EC, establishes a regulatory framework
(criteria justifying the delegated acts, responsibilities of the actors involved and procedure to be
followed) for requiring labelling indicating information on consumption of energy and other

z Managing peak demand relies on measures that may cause a shift in consumption, but may also lead to genuine
energy savings.
2 Source: SceGES evaluation (see paragraph 1.3.1.3 and Annex 2, Chapter I11)
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resources on energy-related products, by means of delegated acts. The aim of the labelling is to
guide consumers towards those products that are most efficient in terms of energy and other
environmental aspects (water, etc); professionals (manufacturers, importers and distributors) are
also targeted.

Incentives for businesses

Since the 1990s some materials and equipment intended to save energy and produce energy
from renewable sources is eligible for accelerated depreciation over 12 months, starting from
their first use. The good is therefore depreciated more quickly than justified by economic wear
and tear, which makes it possible to obtain higher investment annuities than result from gradual
depreciation in the business’s annual balance-sheet and, consequently, to reduce company tax
for the first year of operation of the equipment. This measure expired on 1 January 2011.

Since 2011 materials and equipment eligible for accelerated or exceptional depreciation have
also been eligible for a 50% reduction in their overall rental value (Article 1518A of the
General Tax Code (CGl)), which has allowed them to reduce the amount of business tax (taxe
professionnelle) paid by the business. The reform of business tax in the course of 2010 removed
capital from the basis for taxes paid by businesses, which de facto made this measure redundant.

Lastly, support has been provided by the Future Investments programme through OSEO green
loans (see Industry section) for businesses to support investment in equipment that consumes
less energy or enables the environmental footprint of equipment and production processes to be
reduced (€250 million) and by the CEI under the Future Investments programme concerning
ecodesign aimed at promoting ecodesigned tools and generic products (€250 million).

Production of renewable energy for own consumption

The National Action Plan for Renewable Energiesz“, sent to the European Commission in August
2010, details France's policy in support of renewable energy development as well as the
development targets. Of all renewable energy branches considered, only solar thermal energy
and renewable energy from heat pumps (PAC) may be considered in France as being for own
consumption and therefore involved in improving energy efficiency within the meaning of Annex
IIl of Directive 2006/32/EC?.

For the collective housing, service, agriculture and industrial sectors, the main national financial
support mechanism for developing renewable heat is the Heat Fund, established by Article 19 of
Grenelle 1 with a multi-annual budget of €1.2 thousand million. Managed by ADEME, it uses
investment aid to support development of the use of biomass, geothermal energy, solar thermal
energy and recovered energy, as well as development of heat networks using these energies.
There are two methods of allocating aid: a call for ‘BCIAT®® biomass projects of more than

% Available on the MEDDTL website: http://www.developpement-durable.gouv.fr/Politique-de-developpement-

des.13554.html

> Support for photovoltaic energy is based on a high purchase tariff for electricity produced, which encourages resale of

all electricity produced. Some dispersed-site installations, producing renewable electricity (photovoltaic, wind) and not

connected to the network, exist and are growing in number, particularly in the Overseas Territories, but the energy
roduced is still on a small scale and has not been taken into account here.

® ‘Biomasse Chaleur Industrie Agriculture Tertiaire’ (biomass heat industry agriculture service)
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1 000 toel/year in the industry, agriculture and service sectors, and 'over the counter’ regional aid
for all other projects of a certain size, in addition to the aid provided by State-Region Project
Contracts (CPERSs) for smaller projects. More than 1 000 projects were assisted in 2009 and
2010, accounting for annual production of almost 512 ktoe of renewable energy.

Development of solar thermal energy

The Environment Round Table provides for very significant growth in the number of solar thermal
collectors installed between 2006 and 2020. The target of producing 817 ktoe of renewable heat
from individual solar thermal installations in 2020 translates into equipping almost 30% of
individual dwellings, or producing around 48 times more solar thermal energy in this sector than
in 2005. In the area of ‘collective' installations (collective housing, service), the anticipated growth
in shared solar energy equates to an 11-fold increase compared with production in 2005,
reaching 110 ktoe in 2020.

Support for solar thermal energy in the residential sector is integrated within overall renewable
energy development policy in the construction sector (see Residential-Service section). Particular
emphasis is placed, under the 2012 Thermal Regulation, on encouraging installation of individual
solar water heating in new private houses from 2013. In the public, service, agriculture and
industrial sectors, financial support for solar thermal energy is provided by the Heat Fund and by
State-Region Project Contracts (see Territorial Authorities section).

Renewable heat production from solar thermal energy continues to increase, with nearly 81 ktoe
in 2009, double the figure in 2005 (38 ktoe).

Lastly, a CEIl launched by ADEME in 2010 led to 31 applications, equating to more than €600
million in work concerning the new mechanisms in the thermal energy field.

Development of heat pumps

As in the case of solar thermal energy, the Environment Round Table provides for very significant
growth in renewable energy produced by heat pumps to 2020. The total target for renewable
energy produced by heat pumps (PAC) across all sectors is 1300 ktoe in 2012 and 1850 ktoe in
2020, compared with estimated production in 2009 of 705 ktoe. In the private residential sector,
this target is based on an assumed two million private dwellings equipped with geothermal or
aerothermal heat pumps.

In the residential sector, support for heat pump development is part of an overall policy to support
renewable energy development in construction (Sustainable Development Tax Credit (CIDD),
zero rated eco-loans, EECs). Support for geothermics increased in 2010 with the inclusion of
costs of installing underground heat exchangers in the assessment basis of Sustainable
Development Tax Credit for geothermal heat pumps. In the public, service, agriculture and
industrial sectors, financial support for geothermal heat pumps is provided by the Heat Fund and
by State-Region Project Contracts (see Territorial Authorities section).
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From 2001, and until operational introduction of the Heat Fund in mid-2009, aid granted to
'‘exemplary operations', or demonstration operations, and mainly limited to operations with
geothermal probes, were integrated into the ADEME aid mechanism. Creation of the Heat Fund,
introduced to facilitate mass roll-out of operations to produce renewable heat, allowed all pilot
geothermic operations to be integrated within the roll-out aid mechanism (geothermal energy from
deep aquifers, geothermal energy from shallow aquifers, geothermal energy from probe fields)
and, under the geothermics heading, even to expand the range of eligible solutions to include
heat recovery operations from waste water and/or seawater.

Structure of the geothermal branch

Development of geothermics was identified by the Environment Round Table as one of the
priority branches for green growth and action to combat climate change and is the subject of a
‘green branch’ initiative (see Industry section).

The National Geothermics Commission was launched in July 2010 to speed up the development
of geothermics in France, by proposing actions and recommendations to develop geothermics in
each of its forms. It started work on four priority challenges: administrative simplification, quality,
staff training and dissemination of information to each of the interested parties.

Lastly, the French Association of Geothermics Professionals, bringing together professionals in
the sector, was set up in June 2010 with the aim of promoting geothermal businesses,
technologies and production in France and in Europe.

Regulatory developments to encourage the growth of geothermics

Installations producing renewable energy using geothermal energy may be subjected to
authorisation or declaration procedures under a number of legislative acts, in particular the Mining
Code and the Environment Code.

Simplification of the legislative framework relating to minor operations is underway, through new
legislative and regulatory provisions to be adopted in 2011.

1.5 Round Table commitment agreements

Round Table commitment agreements are a form of specific commitment made by the

professional sectors within the framework of the Environment Round Table. They mobilise the

sector across a range of given thematic areas. The targets set in these agreements match the

Round Table commitments or even go beyond them. The type and content of actions specified in

an agreement depend on the specific features of the sector concerned. The following are a few

examples of agreements concluded since 2008:

- Agreement on withdrawal of incandescent bulbs from sale and promotion of low-energy bulbs
(December 2008),

- Agreement with the Loans and Consignments Fund (Caisse des Depdts et Consignations) to
encourage growth of eco-industries and renewable energies in France (March 2009),

- Agreement on the part of actors involved in design, implementation and maintenance of road
infrastructure, the road system and urban public space (March 2009),

- Agreement on the part of actors involved in engineering (February 2010), in the field of
renewal of existing building stock, ecodesign of cities and ‘sustainable travel services,’

- Agreement on reducing energy consumption linked to lighting in the service sector
(September 2010).
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1.6 Future Investments

On 14 December 2009 the President of the Republic launched ‘Future Investments’. The Future
Investments programme, allocated an overall budget of €35 thousand million, allows financing of
profitable assets and infrastructure for research and innovation of benefit to France’'s economic
growth.

Five ‘priority’ strategic axes have been identified (higher education and training, research,
industrial branches and SMEs, sustainable development, and SMEs) and will enable France to
increase its growth potential.

From the €35 thousand million in appropriations allocated to Future Investments by the Amending

Finance Law for 2010, particular provision is made for:

- €1 thousand million for the ‘Thematic institutes of excellence for decarbonised energies’
programme, managed by the National Research Agency (ANR),

- €1 thousand million for the ‘Nuclear energy of tomorrow’ programme, managed by the Atomic
Energy and Alternative Energies Commission (CEA) and the National Agency for
Management of Radio-active Waste (ANDRA),

- €2.8thousand million split between a number of programmes managed by ADEME,
concerning demonstrators and experimental platforms in the field of transport (€1 thousand
million), the circular economy (€250 million), renewable energies and green chemistry
(€1.35 thousand million) and smart energy networks (€250 million),

- Within the ‘Digital economy’ thematic area, €2.25 thousand million for the ‘Innovative digital
uses, services and content’ action, managed by the Loans and Consignments Fund (CDC),
which covers, in particular, the digital city and smart transport systems2 ,

- €1.5 thousand million for the ‘Urban development and housing’ thematic area, split between
€1 thousand million for the ‘City of tomorrow’ programme, managed by the Loans and
Consignments Fund (CDC) (see Exemplary State and Territorial Authorities section), and
€500 million for the ‘Thermal renewal of housing’ programme (‘Live Better’ - ‘Habiter Mieux’),
managed by the National Housing Improvement Agency (ANAH - see Residential-Service
section).

The main aim of the programmes28 being followed by the Government is to speed up the
development of decarbonised technologies (renewable energies, CO, capture and storage, green
chemistry, recycling) and different modes of future transport (road, rail, sea and air), firstly, to
meet the challenges of reducing greenhouse gas emissions and the coming exhaustion of natural
hydrocarbon resources, and, secondly, to strengthen the competitiveness of the associated
industrial branches. For all of the actions, greater involvement of businesses is sought.

1.7 Research and innovation

The 'Thematic institutes of excellence for decarbonised energies' programme within Future
Investments aims to establish world-ranking technology innovation campuses for renewable
energies, new energy technologies and energy efficiency. Allocated €1 thousand million, it will
support the establishment of between five and ten institutes in line with the rationale behind the
competitiveness hubs and the Environment Round Table priorities for energy research. The first

7 Two project calls were launched in this context in February 2011, available for download at: http://investissement-
avenir.gouvernement.fr/content/action-projets/les-programmes/num%C3%A9rique

® These programmes are presented in the sections covering the relevant sectors. The programmes are as follows:
‘Thematic institutes of excellence for decarbonised energies’, ‘Demonstrators and technological platforms for renewable
and decarbonised energies and green chemistry’, ‘Vehicle of the future’, ‘Research in the aeronautics field’, ‘Nuclear
energy of tomorrow’ and ‘Smart electricity grids (digital economy)’.
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project call was published on 19 November 2010 with a closing date of 18 February 2011. Two

projects have so far been selected:

- INDEED, Institut National pour le Développement des Ecotechnologies et des Energies
Décarbonées (National Institute for the Development of Eco-technologies and Decarbonised
Energies) in Lyon (Vallée de la Chimie-Solaize) [green chemistry];

- PIVERT, Picardie Innovations Végétales, Enseignements et Recherches Technologiques
(Picardy Plant Innovations, Training and Technological Research) in Venette (Compiégne)
[green chemistry].

In addition, six projects have been recommended by the chair of the selection committee for

further consideration:

- France Energies Marines, in Brest with test sites in Nantes, Bordeaux and La Réunion and in
the Provence-Alpes-Coéte d’Azur region [marine energies],

- France Energie Solaire - Institut Photovoltaique d’lle-de-France (France Solar Energy - lle de
France Photovoltaic Institute) in Saclay [PV solar energy],

- Greenstars, close to the Thau Basin [green chemistry],

- Institut Francais des Matériaux Agro-Sourcés (French Institute for Agro-Sourced Materials) in
Villeneuve-d’Ascq [green chemistry]

- INEF4, Institut National d’Excellence Facteur 4 en Réhabilitation et Construction Durables
(National Institute for Factor 4 Excellence in Sustainable Renovation and Construction) in
Bordeaux [building/construction],

- SuperGrid, in Villeurbanne [smart grids].

Launched in 2008 and allocated a budget of €325 million for the period 2008-2012, the Research
Demonstrator Fund for New Energy Technologies (NTE) was designed to finance research
demonstrators in the new energy technologies sectors: low greenhouse gas-emission transport,
renewable energies, positive energy buildings, smart electricity grids, energy storage, second-
generation biofuels, etc. Research demonstrators are a stage in the research-development-
industrial development of technologies that comes just before the industrial development stage
and may lead to applied research being re-initiated at the end of the demonstrator experiments, in
order to optimise technologies or remove certain economic or social obstacles. Implementation of
the Future Investments programmes, for which ADEME is an operator, made it possible to
expand the Research Demonstrator Fund in mid-2010. It currently accounts for 24 funded
projects, totalling €167 million in aid, in the form of subsidies under CEls relating to vehicles,

second-generation biofuels and CO, capture and storage.

Continuing the direction of the Research Demonstrator Fund, in 2010 ADEME was given
responsibility for managing three programmes under Future Investments. These programmes are
intended to support research demonstrator projects, large-scale pre-industrial testing and
technology platforms to develop innovative technologies and forms of organisation. The
intervention methods, in addition to the limited role played by subsidies, include new types of
financing such as repayable loans and capital holdings. Amending Finance Law for 2010
No 2010-237 of 9 March 2010 relating to the Future Investments programme provides for a
budget of €2.85 thousand million, assigned by the State to ADEME via three programmes:

- 'Development of the digital economy' programme: the 'Smart electricity grids (digital
economy)' action, assigned €250 million, seeks to support industrial research and testing of smart
grid technologies to manage electricity consumption and integrate renewable energies.

- ‘Vehicle of the future' programme (see Transport section).

- ‘Demonstrators and technology platforms for renewable and decarbonised energies and
green chemistry": this programme is based on innovation and deployment of green technologies
in the energy branch (renewable energies, positive energy buildings, energy storage, etc.) and
the chemistry branch, by taking over from the support fund for research demonstrators managed
by ADEME. This will make it possible to support innovative research demonstrator projects and
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technology platforms linking public and private actors. This programme is allocated €1.6 thousand
million, including €250 million for the circular economy action (sorting and use of waste, de-
pollution, product ecodesign).

Projects are selected by means of CEls drawn up on the basis of national strategic roadmaps
produced by experts representing the public and private actors concerned.

Thus, projects have been selected and approved in the thematic areas of smart electricity grids to
encourage integration of renewable energies, vehicles with low greenhouse gas emissions and
marine energies, after ADEME was instructed by the Commissariat-General for Investment, in
relation to more than €100 million in support and almost €350 million in work. In addition, ADEME
has launched, or will launch in 2011, more than 20 new CEls across all of these thematic areas,
in particular concerning daily travel of people and goods, positive energy buildings and blocks or
smart electricity grids.

In the field of new energy technologies and energy efficiency, targeted action by the National
Research Agency (ANR) has made it possible to commit almost €70 million a year since the
Agency was created. In 2009 the eight programmes29 targeted towards these thematic areas

financed 88 projects through project calls, with a total budget of almost €75 million. These eight
programmes implemented in 2010 have been reorganised in 2011 into five programmes, which
will be the subject of project calls:

- Efficient and decarbonised energy systems (SEED)

- Sustainable land transport

- Sustainable buildings and cities

- Sustainable production and environmental technologies programme (ECOTECH)

- Renewable production and electricity management (PROGELEC)

The 2010 Satellites Applications Plan is MEDDTL’s strategic and operational tool to improve
the achievement of its tasks through justified use of satellite applications. Within the ‘Sustainable
mobility’ element, the 'Evaluating the possibilities of satellite navigation systems for setting
charges for mobility and identifying prerequisites for their deployment’ action, also exploratory in
nature, comes under the 'Energy efficiency' thematic area.

» Bioenergies, Hydrogen and fuel cells, Vehicles for land transport, Energy efficiency and reduction of CO2 emissions in
industrial systems, Smart housing and photovoltaic solar energy, Innovative energy storage, Sustainable cities and, lastly,
Sustainable Production and environment technologies.
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2. Residential-service sector

2.1 State of play

The residential-service sector accounts for around 42% of France's final energy consumption. It is
the main sector in terms of final energy consumption, ahead of transport and industry. Due to the
significant fall in energy consumption by the industrial sector in 2008 and particularly 2009, its
share in France's final energy consumption rose in 2008 and 2009 to reach 44%, with final
energy consumption of 68.7 Mtoe.

The trend in final energy consumption in the residential-service sector between 1970 and 2009,
by energy type, is shown in Figure 4.

[Key to Figure 4]

En Mtep = In Mtoe

Electricité = Electricity

Gaz = Gas

Pétrole = Qil

Charbon = Coal

Energies renouvelables = Renewable energies

Figure 4. Final energy consumption in the residential and service sector, corrected for
climatic variations, in Mtoe, between 1970 and 2009 (source: SOeS energy balance 2009)

The energy mix in the residential-service sector has been greatly transformed since the 1970s.
Coal use has almost disappeared; use of petroleum products continues to decline®®. Natural gas
and electricity consumption has increased greatly.

In 2009 energy consumption in the residential and service sectors, corrected for climatic
variations, fell by 0.9%, after a rise of 2.2% in 2008 and a sustained increase of around 0.7% a
year between 2002 and 2008. 2009 consumption thus returned to its 2005 level, while the
number of dwellings continued to increase, even though the rate of increase slowed due to the
economic crisis (+1.2% in 2009). The following variations were seen in relation to each energy
source:

- Natural gas consumption declined significantly, at -3.2%, after -0.8% in 2008. In 2009 it
returned to its 2002 level. The period of natural gas expansion (+1% a year between 2002
and 2007), which made it the preferred energy for new build, seems to be over. Part of the
fall in consumption also appears to relate to service activities, which have not been spared by
the crisis;

- Domestic fuel almost disappeared from new build as regards individual private housing. The
continued decline in consumption involves gradual abandonment of the use of domestic fuel
in the housing stock, with virtually no new installations;

- Electricity consumption rose by +1.7% (after +3.6% in 2008), mainly due to dynamic growth
in specific uses of electricity, particularly those linked to electronics and information
technology, and to electrical heating now being used in new dwellings, possibly linked to
renewable energies. Growth in electricity consumption for the period 2000-2009 remained
very high, at +2.7% a year. The increase seen in 2009 was therefore particularly low;

- Renewable energies grew by 4%, a steady figure. This growth was mainly due to the success
of heat pumps and progress in new wood-burning methods, particularly in collective housing.

%0 Except for 2008, when the significant increase in oil prices between 2007 and mid-2008 led consumers to exhaust their
stocks, which they replenished in autumn 2008 when prices fell.
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2.2 Policies and measures

It is essential to improve the energy performance of buildings in order to achieve the targets set
for energy efficiency, reduction of greenhouse gases and development of renewable energies.
France has thus set very ambitious targets within the framework of the Environment Round
Table:

- For new build, widespread use of low consumption buildings (BBC) by 2012 and positive
energy buildings to 2020;

- For existing build, a 38% reduction in primary energy consumption. The aim is to achieve
average primary energy consumption of 150 kWhep/mz/year, compared with a current
average of 240 kWh,,/m~/year.

While the potential for reducing consumption and emissions is high, this mainly involves diffuse
sources that are therefore more difficult to mobilise. As a result, in order to achieve these targets,
France is mobilising a range of diversified instruments: regulations, financial incentives, training,
information and awareness-raising.

2.2.1 Improving the energy performance of buildings

Given the lifespan of buildings, improving their energy performance must be based on both use of
best available technologies in new build and renewal of existing build.

Strengthened regulations for new buildings

Currently, all constructions with a building permit lodged after 1 September 2006 must comply
with the 3%005 Thermal Regulation (RT2005). This Regulation imposes constraints at a number
of levels™:

- overall primary energy consumption of the building: for heating, domestic hot water, cooling,
auxiliary and lighting equipment, it must be below the reference consumption applicable to
that building;

- minimum performance of certain components (insulation, ventilation, heating system, etc.);

- summer comfort.

In addition, this Regulation is accompanied by an option, for contracting authorities that wish to
construct more efficient new buildings than required by the Thermal Regulation to obtain an
energy label. To this end, a label* covering five levels has been created, ranging from the HPE
(high energy performance) classification, i.e. maximum consumption 10% lower than set by the
Regulation, to the BBC (low consumption building) classification, which establishes a maximum
primary energy consumption threshold of 50 kWhep/mzlyear. Achieving the BBC level makes it
possible to claim various forms of financial support:

* Decree No 2006-592 of 24 May 2006 on the thermal properties and energy performance of structures and Order of
24 May 2006 on the thermal properties of new buildings and new parts of buildings specify, in relation to eight broad
climatic zones, the performance levels which new buildings must meet.

* Order of 3 May 2007 on the content and terms for award of the ‘high energy performance’ label.
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- Territorial authorities may approve an exemption from property tax on existing buildings
(TFPB) of 50% or 100% for new dwellings completed after 1 January 2009 and holding the
BBC label;

- From 1 December 2009 the zero-rated loan (PTZ), designed for first-time buyers with limited
resources, was increased when the dwelling being built or acquired new, financed by the
loan, had the BBC label®®. The increase amounts to €15 000 for households of between one
and three persons and €20 000 for households of four persons or more. Similarly, from
1 January 2009 the tax credit for loan interest (so-called TEPA tax credit) was increased for
dwellings with the BBC label: the period of the tax credit was increased from five to seven
years and the rate maintained at 40% for the entire period. From 1 January 201 1% the PTZ
and TEPA tax credit provisions are replaced by a new provision known as PTZ+. The amount
of PTZ+ varies according to the location of the dwelling and whether it is new or old, but also
according to the dwelling’s energy performance: only new dwellings with the BBC label and
old dwellings in DPE (Energy Performance Diagnosis) class A to D are eligible for the
maximum loan percentage. In addition, a further reduction is applied to class G dwellings,
compared with that already applied to class E or F dwellings*°.

- From 1 January 2011 aid for investment in rental property (‘Scellier’ provision) also depends
on a dwelling’s energy performance: the applicable tax rate reduction is less for dwellings
without the BBC label: whereas it was initially set as 25% in 2009 and 2010 and 20% in 2011
and 2012 for all dwellings, it falls to 13% in 2011 and then 9% in 2012 for non-BBC dwellings,
while being maintained at 22% in 2011 and then 18% in 2012 for BBC dwellings. In addition,
for dwellings for which the building permit application was lodged on or after 1 January 2010,
private individuals must demonstrate compliance with the Thermal Regulation in force in
order to benefit from the tax reduction.

Lastly, since 1 January 2008 new buildings with a net floor area of more than 1000 m? must
undergo a feasibility study of the various energy supply solutions, and in particular the use
of renewable energies and the most efficient systems.

A new thermal regulation, the 2012 Thermal Regulation (RT)*® strengthens requirements
concerning the thermal performance of new buildings: all new buildings with a building permit
lodged after 1 January 2013 must have primary energy consumption below a threshold of
50 kWhep/mZ/year. This requirement must be applied early, from 28 October 2011, in the case of
public and service buildings and dwellings built in an ANRU¥ zone. The 50 kWhep/mZ/year
requirement concerns consumption of heating, cooling, lighting, domestic hot water produced and
auxiliary equipment (pumps and fans). This threshold will also vary according to geographical
location, altitude, nature of use of the building, average surface area of the dwellings and
greenhouse gas emissions. On this last point, only buildings using wood energy and heat
networks with the lowest CO, emissions will benefit from a variation in the primary energy

% See Finance Law for 2009 and Decree No 2009-1296 and 1297 of 27 October 2009.

% See Finance Law for 2011.

* Thus, for example, in Zone A (or the most populated areas in the country: Paris Conurbation, French Genevois and
Cote d’Azur), first-time buyers are eligible for a PTZ+ equal to 40% of their transaction amount (below a ceiling) if they
acquire or have built a BBC dwelling, 27% if this new dwelling does not have a BBC label, 25% if they acquire an old
dwelling in energy class A to D, 15% if it is in class E or F, or 5% if the dwelling is in class G.

% See Decree No 2010-1269 of 26 October 2010 on the thermal properties and energy performance of structures and the
Order of 26 October 2010 on the thermal properties and energy performance requirements of new buildings and new
Earts of buildings.

" Dwellings built in zones reserved for access to property by low-income households and eligible for a VAT rate of 5.5%,
instead of 19.6% (ANRU: National Urban Renewal Agency).
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consumption threshold, limited to a 30% maximum. The consumption requirement will also be
raised by 7.5 kWhep/mz/year for collective housing, on a temporary basis until 1 January 2015.

In addition, in order to ensure better implementation of this new Thermal Regulation, Grenelle 2
(Article 1) states that:

- at the time the building permit is lodged, a document is issued by the contracting authority
confirming that the Thermal Regulation has been taken into account and the energy supply
feasibility study carried out;

- on acceptance of the work, a document confirming that the Thermal Regulation has been
taken into account by the project manager is provided by the contracting authority to the
service responsible for the building permit.

Implementation of the 2012 Thermal Regulation will allow annual final energy consumption to be
reduced by 0.41 Mtoe in 2016 and 1.15 Mtoe in 2020%; this assessment only concerns the
residential sector and does not take account of gains in the service sector.

In the Overseas Departments (DOM) all new dwellings for which building permit applications or
preliminary declarations were lodged on or after 1 May 2010 must conform to the applicable
Thermal, Acoustics and Ventilation Regulations (RTAA DOM), a set of three new regulations
specific to heating, acoustics and ventilation. The design of these dwellings must, among other
things, make it possible to limit energy consumption by favouring bioclimatic design and
restricting use of air conditioning, particularly through solar protection devices and use of natural
ventilation. In addition, these dwellings must be equipped with a system for producing domestic
hot water by means of solar energy to meet a minimum of 50% of needs®. In Guyana provision of
domestic hot water is not obligatory. However, if the contracting authority decides to install hot
water, it must be produced from solar energy.

Improving the energy performance of existing buildings

For existing buildings the Round Table set a very ambitious target of reducing consumption by
38% by 2020. In order to achieve this target, a massive programme of major renovation must be
implemented and the target is to achieve 400 000 renovations a year over the period 2013-2020.

Most of the measures implemented are incentive measures to reduce the cost of work in relation
to both the residential sector (for private individuals and social landlords) and the service sector.
They are based, in particular, on a national programme to support thermal renovation, the ‘Live
Better’ programme, managed by ANAH and allocated €500 million from Future Investments
(see Energy section), which will be supplemented by ANAH financing estimated at €850 million.
This set of measures was significantly strengthened within the framework of the Environment
Round Table. Regulatory measures will supplement this mechanism.

% Source: SceGES evaluation (see paragraph 1.3.1.3 and Annex 2, Chapter Ill).

¥ See Decree No 2009-424 of 17 April 2009 concerning specific measures relating to the heat, energy, acoustic and
ventilation properties of residential buildings in the Guadeloupe, Guyana, Martinique and La Réunion Departments and
the Order of 17 April 2009 specifying the minimum thermal properties of new residential buildings in the Guadeloupe,
Martinique, Guyana and La Réunion Departments.
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Regulatory measures

The Thermal Regulation (RT) for existing buildings aims to ensure significant improvement in
the energy performance of an existing building when a contracting authority undertakes work with
potential for such an improvement. The applicable measures, the global Thermal Regulation and
the element-by-element Thermal Regulation, differ according to the scale of the work undertaken.

For major renovation®® of buildings more than 1000 m?, the global Thermal Regulation** sets a
global energy performance target for renovated buildings, other than those built before 1948.

For major renovation of buildings less than 1000 m?, or buildings more than 1000 m? undergoing
minor renovation, the element-by-element Thermal Regulation*” sets a minimum performance
level for elements replaced or installed: this concerns, in particular, insulation, heating, hot-water
production, cooling and ventilation equipment.

A ‘high energy performance - renovation’ label*® has also been created. It includes two levels for
residential buildings: a ‘high energy performance - renovation, HPE 2009 label for buildings
achieving primary energy consumption below 150 kWhep/mzlyear and a ‘low energy consumption
building - renovation, BBC 2009’ label for buildings achieving primary energy consumption below
80 kWhep/mZ/year. This label also includes a level for buildings used for non-residential purposes.

Lastly, since 1 January 2008* all buildings more than 1000 m? that undergo major renovation
must, like new buildings, undergo an energy supply feasibility study, in order to encourage
contracting authorities to use a renewable energy source or highly efficient system.

Under Grenelle 1 the State undertook to subject all of its buildings, as well as those of its public
establishments, to an energy audit by the end of 2010 (see Exemplary State section). The aim is
to begin renovation of these buildings by 2012, using the diagnosis produced. This renovation
should achieve a reduction of at least 40% in energy consumption and 50% in greenhouse gas
emissions by State building stock within eight years. In 2009, under the Relaunch Plan,
€200 million were devoted to energy renewal of State buildings, split into €50 million for energy
audits and €150 million for works.

In addition, Grenelle 2 (Article 3) introduced a requirement to carry out works to improve
energy performance for existing buildings used for service purposes or in which a public service
activity is performed between now and 2020. The provisions implementing this measure,
specifying how it will operate, will be published during 2011.

Maintenance of boilers and air conditioning

“* Renovation that costs more than 25% of the value of the building, as specified by regulation, excluding land.

“1 See the Order of 13 June 2008 on the energy performance of existing buildings with a surface area of more than
1000m?, when they undergo major renovation.

2 See the Order of 3 May 2007 on the thermal properties and energy performance of existing buildings.

3 See the Order of 29 September 2009 creating a ‘high energy performance - renovation’ label for certain existing
buildings and the Order of 29 September 2009 on the content and terms of award of the ‘high energy performance -
renovation’ label.

* See Article L 111-9 of the Construction and Housing Code, introduced by the Law of 13 July 2005.
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Pursuant to Directive 2002/91/EC on the energy performance of buildings, France has
implemented a requirement for annual boiler maintenance® (see Annex 4). It concerns all
boilers (gas, domestic fuel, biomass and multifuel) of an effective rated output of between 4 and
400 kW. Maintenance must be carried out every year and a maintenance certificate must be
given to the client no later than 15 days after the visit and kept for 2 years by the client to produce
in the event of a check. The certificate informs the client about the state of his or her boiler and
central heating system. Maintenance must be carried out by a qualified professional.

In addition, in order to explain the new regulations to the general public, a guide aimed at private
individuals, jointly produced by MEDDTL and ADEME, was published in December 2009,
Professionals in this sector have also combined to draw up a datasheet guide aimed at
professionals in order to ensure proper application of the regulations‘”.

Lastly, boilers and water heaters will soon be the subject of a regulation under the Ecodesign
Directive (see Energy section).

Boilers of an effective rated output of between 400 kW and 20 MW are subject to minimum
energy performances®. The operator is also required to install equipment:

- to control and measure performance,

- and to assess combustion quality.

In addition, they undergo a mandatory check, at least once every two years, to ensure that they
meet minimum regulatory performance standards and that operators are undertaking the control
and adjustment measures required of them.

Directive 2002/91/EEC also stated that Member States should establish a periodic inspection of
air-conditioning systems of an effective rated output of more than 12 kW. In France this
requirement was transposed within the framework of a decree dated 31 March 2010%. 1t
specifies the main inspection stages: inspection of documentation, evaluation of system
performance, evaluation of system dimensions in relation to building cooling requirements,
provision of necessary recommendations on proper use of the system in place, possible
improvements to the installation, possible benefit from its replacement and other potential
solutions. Inspections will take place every five years. They cover 300 000 installations in France
(10% of installed stock).

Support measures

The aim of Energy Efficiency Certificates (EECs) (see Energy section) is to mobilise energy
efficiency sources, notably in the sectors where they are most widely used, such as construction.
As at 31 December 2010, almost 85% of EECs issued came from operations carried out in the

45 See Decree No 2009-649 of 9 June 2009 on annual maintenance of boilers of an effective rated output of between 4
and 400 kilowatts, Article L 111-9 of the Construction and Housing Code, introduced by the Law of 13 July 2005, and the
Order of 15 September 2009 on annual maintenance of boilers of an effective rated output of between 4 and
400 kilowatts.

“6 Available for download from the ADEME and MEDDTL sites: www.ademe.fr or www.developpement-durable.gouv.fr.

7 Available at http://www.energies-avenir.fr/.

“® Articles R. 224-20 to R. 224-30 of the Environment Code.

49 See Decree No 2010-349 of 31 March 2010 on inspection of air-conditioning systems and reversible heat pumps,
supplemented by two orders: the Order of 16 April 2010 on periodic inspection of air-conditioning systems and reversible
heat pumps with a cooling power of more than 12 kilowatts, and the Order of 16 April 2010 specifying criteria for
certification of the competences of natural persons undertaking periodic inspection of air-conditioning systems and
reversible heat pumps with a nominal cooling power of more than 12 kilowatts and criteria for accrediting certifying bodies.
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construction sector. Other mechanisms are specific to the various sectors: private residential,
social housing and service.

The service sector has benefited from the accelerated depreciation that applies to some materials
and equipment designed to save energy and produce energy from renewable sources (see
Energy section).

In the private residential sector, numerous incentives for private individuals have been
implemented to encourage improved energy performance of dwellings:

- Sustainable Development Tax Credit (CIDD): since 2005, and the Programme Law
establishing energy policy guidelines, private individuals have been eligible for a tax credit to
purchase the most efficient materials or equipment in the area of energy saving (for existing
build only) or of production of energy from renewable sources (for new and existing build).
Following the Environment Round Table, the draft Finance Law for 2009 renewed this
mechanism until the end of 2012 and extended it to social landlords. Since it was introduced,
the list of equipment eligible for Sustainable Development Tax Credit and the rates applied
have been regularly revised in order to speed up the pace of 'minor' thermal renovations and
encourage use of the most efficient technologiesso. This mechanism benefited more than
1.5 million households in 2009 at an estimated tax cost of €2.6 thousand million.

Implementation of Sustainable Development Tax Credit enables annual final energy consumption
to be reduced by 0.32 Mtoe in 2009, 0.57 Mtoe sl? 2010, 1.28 Mtoe in 2016 and 1.43 Mtoe in
2020°".

- Zero-rated eco-loan (eco-PTZ)*’: available since 1 April 2009, it is designed for owner-
occupiers or landlords to finance major renovation work. It includes three options:
1. Implementation of a 'mix of works";
2. Achievement of a minimum ‘overall energy performance’ level for the dwelling;
3. Renewal of a ‘non-public sanitation’ system using a non-energy-consuming mechanism.

This loan finances up to €30 000 of work to improve the energy efficiency of a dwelling over a
period of 10 years (which may be extended to 15 years by the bank, without, however, being
eligible for tax credit relating to non-charged interest between years 10 and 15).

Until 31 December 2010 it was possible to aggregate zero-rated eco-loans and Sustainable
Development Tax Credit subject to availability of resources.

A flagship measure for the 'Construction’ strand of the Environment Round Table, zero-rated eco-
loans were intended to contribute to the renovation of 200 000 dwellings over the period 2009-
2010, and 400 000 dwellings a year from 2013. As at 31 December 2010, there have been an
estimated 150 000 eco-loans issued since it began, for work with an average cost of €19 200.
The cost of the measure to the State is estimated at €75 million for 2009-2011.

% See successive updates of Article 18bis of Annex IV to the General Tax Code.

*" Source: SceGES evaluation (see paragraph 1.3.1.3 and Annex 2, Chapter IlI).

%2 See Article 99 of the Finance Law for 2009 and the implementing Decrees of 30 March 2009 on repayable interest-free
loans to finance renovation work aimed at improving the energy performance of old buildings.
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Implementation of zero-rated eco-loans enables annual final energy consumption to be reduced
by 0.06 Mtoe in 2010 and 0.81 Mtoe in 2016 and 2020°°.

- Exemption from property tax on existing buildings: the Amending Finance Law for 2006
gave local authorities the possibility of granting exemption from property tax on existing
buildings for five years, at an exemption rate of 50% or 100%, for structures completed by 1
January 1989 in which significant work eligible for Sustainable Development Tax Credit had
been undertaken. This possibility has since been extended to all structures completed by 31
December 2008. Construction of new dwellings completed since 1 January 2009 may also
benefit if they hold the BBC label.

- Lower VAT rate for renovation work>: work completed more than two years ago to
improve, convert, upgrade and maintain dwellings (other than certain major equipment) is
eligible for a lower VAT rate (5.5% instead of 19.6%). Although this measure is not specific to
energy-saving work, it allows, in particular, support for energy renovation of dwellings.

- Sustainable Development Account (LDD): since 1 January 2007 the Industrial
Development Account (CODEVI) has been replaced by the Sustainable Development
Account (LDD), which has an increased deposit ceiling of €6 000 and expanded uses. It was
previously restricted to financing SMEs but now grants low-cost loans to finance energy-
saving work in dwellings built more than two years ago. The work that qualifies for financing
is that eligible for Sustainable Development Tax Credit.

- Under the Future Investments programme, a €500 million support programme for thermal
renovation of buildings for owner-occupiers with modest incomes, called ‘Live Better’ has
been implemented (see paragraph on combating energy insecurity).

In addition, various mechanisms have been introduced to remove some of the obstacles to
renovation of dwellings or use of good practice:

- The decision-making rules concerning work, which can be very constraining on co-
ownerships: Grenelle 2 (Article 7) provides for amendment of the co-ownership rules to
introduce:

1. A majority vote of co-owners on performance of works of collective benefit in private
areas at the expense of the co-owner concerned.

2. A majority vote of co-owners on installation of thermal energy meters or heating cost
distributors.

3. Mandatory inclusion of the issue of an energy-saving workplan or an energy performance
contract on the agenda of the co-owners’ general meeting that follows the drawing-up
(see below) of an Energy Performance Diagnosis - or, in appropriate cases, an energy
audit - in any building with communal heating or cooling equipment.

- The lack of individualised breakdown of heating costs: since 1974, any communally-heated
building must be equipped with devices allowing individualised breakdown of heating costs.
These texts are currently being revised to take more account of technical issues that make it

% Source: SceGES evaluation (see paragraph 1.3.1.3 and Annex 2, Chapter Il1).
% See Article 279-0bis of the General Tax Code.
% See Law No 74-908 of 29 October 1974 (Article 4).
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impossible to install measurement devices and cases where the measure is not economically
viable, so that its implementation can then be strengthened.

- The asymmetry between owners/landlords, who pay the cost of work, and tenants, who
benefit from the resulting energy savings: in order to encourage a ‘win-win’ relationship,
Mobilising Law No 2009-323 on Housing and Combating Exclusion, adopted on
25 March 2009, provides for a financial contribution to be made by the tenant after energy-
saving work is carried out by the owner. Thus, owners will be able to require tenants to
contribute half of the amount of service charges saved. This contribution will take the form of
a new entry on the rent receipt, lasting for 15 years. This contribution will, however, only be
possible if landlords carry out a mix of efficiency work involving at least two actions or
enabling a minimum performance level® to be reached and have made efforts to consult with
their tenant.

In relation to social housing stock, a target has been set to renovate the 800 000 most energy-
hungry social dwellings by 2020. Achievement of this target relies on the following measures:

- Since 2005 HLM (low-cost housing) agencies or SEMs (mixed investment companies) that
carry out energy-saving work in accordance with the Thermal Regulation in force are eligible
for tax relief on property tax on existing buildings (TFPB) equal to a quarter of
expenditure committed during the year preceding the year in which the tax is |mposed . This
tax relief is attributable to the TFPB due for the building in which this work took place but also
for all other bU|Id|ngs belonging to the same social landlord, where they all come under the
same tax centre®

- Introduced after the Environment Round Table, social housing eco-loans are fixed-interest
loans, discounted by 1.9% over 15 years or 2.35% over 20 years. They are available to HLM
agencies, SEMs or communes owning or managing social housing in the context of thermal
renovation of ‘energy-hungry’ housing: the loans finance energy-saving work enabling a
dwelling to reduce its primary energy consumption from more than 230 kaep/m /year to less
than 150 kaep/m /year. Dwellings completed before 1 January 1948 come under alternative
arrangements. They may benefit from the loans where they come under ‘energy’ class E, F or
G of the Energy Performance Diagnosis and a combination of actions is introduced to
improve energy performance in terms of the properties defined in a list of works. Dwellings in
‘energy’ class D have also been eligible, in some circumstances, since September 2010, up
to a limit of 20 000 dwellings.

At the end of February 2011 more than 75 000 social housing eco-loans (eco PLS) had been
issued, enabling annual final energy savings of 0.07 Mtoe®

- As negotiated at the time of the French Presidency of the EU Council, since 10 June 2009
investment in energy efficiency and renewable energies in the housing sector has
been eligible under the European Regional Development Fund (ERDF). The amount that

% See Law No 2009-323 and Decrees 2009-1438 and 2009-1439 of 23 November 2009.

% See POPE Law.

% See Law 2009-323 of 25 March 2009.

% A social housing eco-loan is issued for a dwelling. Taking the average surface area of a dwelling as 70 m?, the energy
saving depends on the initial energy class (D, E, F or G) and is calculated using the Th-C-E ex method, which gives total
energy savings of 804 GWh of final energy a year, or 69 ktoe/year (source: MEDDTL/DGALN/DHUP).
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may be mobilised for energy renovation work is 4% of the national ERDF budget, which
equates to around €230 million for metropolitan France and €90 million for the Overseas
Departments for the period 2009-2013, with no annual expenditure ceiling. A circular was
published on 22 June 2009 to provide regional managing authorities with recommendations
on use of these funds: these recommendations are mainly intended to ensure consistency
with current financial mechanisms to support energy-saving work. Thus, it was recommended
that the terms of award of this subsidy be modelled on those granting eligibility for social
housing eco-loans. In the Overseas Departments it is recommended that measures designed
to improve summer comfort or use renewable energies may be financed by the ERDF,
provided that they are innovative or entail significant cost that justifies the need for sources of
supplementary financing. Aid must focus on structural operations covering a significant
number of dwellings and aimed at exemplary energy performance, in order to give visibility to
the involvement of European appropriations in these measures.

Lastly, France intends to strengthen action to combat energy insecurity using specific actions.

The National Housing Improvement Agency (ANAH) helps owner-occupiers, subject to an income
ceiling, and social landlords to carry out housing improvement work. The Relaunch Plan made it
possible, in 2009, to go beyond conventional subsidy of improvement work by making available
eco-subsidies for low-income owner-occupiers (38 893 beneficiaries in 2009) and eco-
premiums (of €1 000 for very low-income owner-occupiers and €2 000 for social landlords). In
order to receive this eco-premium owner-occupiers had to occupy a dwelling with a pre-work F or
G label and make energy gains of at least 30%, and social landlords had to make an
improvement of at least two classes and achieve a C or D label. During 2010 establishment of the
thermal renovation support fund (see below) and reform of the ANAH support arrangements
replaced the eco-premium mechanism from 1 January 2011.

During the last few years, social funds to support energy management work have been put in
place in a number of Departmentseo. Amending Finance Law for 2010 No 2010-237 rolls out this
mechanism by establishing a national programme to support thermal renovation of housing. The
‘Live Better’ programme, managed by ANAH, has been given €500 million from Future
Investments (see Energy section), which will be supplemented by ANAH financing estimated at
€850 million. It allocates aid additional to that provided by ANAH to low-income owner-occupiers
(aid of between €1 100 and €1 600) carrying out work that enables an energy gain of at least
25%. It also provides for specific support, with a subsidy of between €300 in a programmed
sector and €430 spread across sectors to support owners’ contracting role. The ‘Live Better
programme should allow 300 000 renovations between 2010 and 2017.

Lastly, Grenelle 2 (Article 11) introduced a legal definition of energy insecurity. An energy
insecurity observatory was established in March 2011 to undertake better measurement of
energy insecurity phenomena and ensure monitoring of public and private financial support for
households in insecure circumstances, as well as monitoring of actions and initiatives at local or
national level to measure impact and share experience.

Grenelle 2 also makes provision, under the Energy Efficiency Certificate (EEC) mechanism, for
strengthening actions to help combat energy insecurity. Thus, in the second period of the EEC
mechanism (see Energy section), energy suppliers subject to energy-saving requirements will

% Aisne, Ariege, Drome, Haute Garonne, Gers, Gironde, Hérault, Jura, Loire, Lot, Oise and Deux Sévres.
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have to meet part of their obligations by reducing the energy consumption of the least well-off
households.

2.2.2 Information, awareness-raising, training

Information measures

Within the framework of the Directive on the energy performance of buildings, an Energy
Performance Diagnosis (DPE) was made mandatory for all dwellings offered for rent or sale
(see Awareness-raising section). In addition, Grenelle 2 provides for an Energy Performance
Diagnosis to be carried out by 1 January 2017, without anticipation of sale or rental, in the case of
buildings equipped with a communal heating or cooling facility. Co-owned dwellings consisting of
more than 50 lots and equipped with a communal heating or cooling facility must undergo an
energy audit, the regulatory procedures for which are being defined.

Concerning building and decorating equipment and products, Grenelle 1 provides for a
framework for communications of an environmental nature. Methods for calculating
environmental impact will be defined, with particular regard to energy consumption and
greenhouse gas emissions.

Energy Info Sites (see Awareness-raising section) are particularly intended to provide advice to
private individuals on energy renovation of dwellings.

Awareness-raising measures and training of professionals

Procedures for recognising the competences of building professionals (designations,
qualifications or certification) are aimed at encouraging professionals to develop their
competences or have them recognised and encouraging clients to have preferential recourse to
qualified businesses. As regards the area of energy savings and renewable energy production, a
number of mechanisms have been put in place at the initiative of professionals and/or public
authorities:

- The QualitEnR association issues designations (QualiPAC, QualiBois, Qualisol, QualiPV,
etc.) to installers of renewable energy equipment.

- The Qualiforage label is a quality commitment initiative for drillers using vertical geothermal
pumps, initiated by ADEME, the Geological and Mining Research Bureau (BRGM) and the
EDF company.

- The QUALIBAT® body has introduced new certificates in ‘Renewable energies’ and ‘Energy
renovation’, as well as the mention of ‘Energy efficiency’, which is now added to qualifications
relating to the shell and to the technical equipment.

- The ECO Artisan label, developed by the Confederation of Craft and Small Businesses in the
Construction Field (CAPEB) and awarded by QUALIBAT, identifies craftspeople specialising
in overall energy renovation of buildings.

- Lastly, the ‘Energy performance pros’ label, developed by the French Building Federation
(FFB) identifies businesses with either a professional qualification from QUALIBAT or
Qualifelec with the mention of ‘energy saving’ or a QUALIBAT or Certibat certificate of overall
energy renovation provision.

o Body governed by private law, established in 1949 at the initiative of the Minister for Construction and professional
organisations of entrepreneurs, architects and contracting authorities. It delivers qualifications and professional
certificates.
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In addition, the Energy Efficiency Certificate mechanism (see Energy section) provides for
certificates to be issued when undertaking the following:

- firstly, actions to train construction sector professionals in energy saving: thus, the
‘FEEBAT’ (energy-saving training for businesses and craftspeople in the construction
sector) training mechanism has operated since the start of 2008 and has provided
training for 29 000 placement trainees as at the end of 2010;

- secondly, technical documentation work. This work aims to develop technical documents
to support businesses and craftspeople in the construction sector with regard to the
renovation, maintenance and construction of buildings in accordance with the
Environment Round Table energy targets (low consumption and/or positive energy new
buildings, major energy renovation of existing buildings, ‘Good practice, Grenelle Building
2012).

Lastly, the Housing Improvement Club, in partnership with ADEME, has implemented a training
mechanism dedicated to the basics of building renovation crafts: it involves an online learning
management system for construction professionalsez.

ADEME also supports a number of programmes aimed at developing resource centres for

training construction professionals:

- the PRAXIBAT programme under which ADEME helps regional councils to invest in practical
work platforms in order to allocate equipment to training centres to implement solar thermal,
photovoltaic, wood-burning and heat pump energy, as well as regarding lighting, ventilation
and energy performance of opaque walls.

- The BEEP (built environment - professional space) network: since 2006 this network has
sought to pool knowledge and know-how and facilitate access to relevant and validated
information and concrete examples. It brings together regional and national research centres,
such as the Effinergie association, ResoBAT or the HQE (high environmental quality)
association.

2.2.3 Research and demonstration

Following the first research and testing programme concerning energy in buildings
(PREBAT - see inset), PREBAT2 was launched in 2010 to cover the period 2010-2015. It is a
national mechanism to coordinate and be responsible for public research concerning energy in
buildings, which involves actions by the Ministries responsible for sustainable development,
energy, construction, research and industry and their agencies, ADEME, ANR, ANAH, OSEO and
ANRU. PREBAT2 serves two objectives, emerging directly from the exceptional energy
performance levels expected in the construction sector by the Environment Round Table: renewal
of stock at the best energy-performance level and a blueprint for the new buildings of tomorrow.

62 www.energiebat.fr
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PREBAT1 (2005-2009)

The goals of PREBAT1 were to develop research, technology transfer and testing around a
number of strategic axes: sustainable modernisation of existing buildings, a blueprint for the new
buildings of tomorrow and positive energy buildings. Making these three main PREBAT objectives
a reality called for efforts in three complementary fields of action: acquisition and dissemination of
knowledge (studies, training of professionals, dissemination of knowledge, etc.), technological
research and testing.

Public financing of more than €100 million was mobilised for the period 2005-2010 under
PREBAT1. A significant proportion of the research work concerned technological bricks.
PREBAT1 also made it possible to carry out two sets of genuinely large-scale experiments, the
exemplary operations programme, run by ADEME, and the research, action research and testing
projects run by PUCA (urban development, construction and architecture plan).

A few emblematic PREBAT1 actions

- An international comparison was undertaken in 2005-2007 to analyse foreign good practice
(in terms of both research and operational implementation) concerning new and renovated
high energy performance buildings;

- The ADEME system of aid for exemplary operations in the construction sector devoted most
of its appropriations (€9 million/year) to assisting the creation of a number of very high energy
performance new and renovated exemplary buildings, in order to demonstrate their feasibility.
It enabled more than 1 100 exemplary buildings to be created, these being selected following
regional project calls;

- Launched by PUCA, the REHA testing programme promotes innovative technology and
architecture enabling sustainable reclassification of collective housing buildings in the public
and private sectors. The first results under the ‘REHA’ label will be seen in 2011.

The Construction-Energy Foundation was established in 2005 by four major actors in the
construction and energy sector - Arcelor-Mittal, EDF, GDF-Suez and Lafarge. Alongside State-
supported research programmes, notably PREBAT, this Foundation aims to provide financial
support, over at least five years, for research operations, and also to finance evaluation of
supported work and its exploitation. When it was set up, it was allocated a budget of €8 million,
with half coming from the State.

In addition, low environmental impact construction was identified by the Environment Round
Table as one of the priority branches for green growth and action to combat climate change, and
was the subject of a ‘green branch’ initiative (see Energy section).
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Lastly, within the framework of demonstrators under the Future Investments programme, a Call
for Expressions of Interest was launched in 2010 in relation to positive energy buildings and
blocks - in the case of renovations - with initial operations to be selected in summer 2011. This
Call is part of a €1 350 million programme, placed under ADEME management, to finance
demonstrators in relation to renewable energies and green chemistry (see Energy section).

45/282



3. Transport sector

3.1 State of play

Transport accounts for 31.9% of final energy consumption in France, with 49.8 Mtoe consumed in
2009. This consumption again fell in 2009 (-1.1% after 0.08% in 2008). Private vehicle use
increased slightly but HGV traffic declined substantially.

[Key to Figure 5]

En Mtep = In Mtoe

Energies renouvelables = Renewable energies
Pétrole = Oil

Electricité = Electricity

Figure 5. Change in final energy consumption for transport between 1970 and 2009, in
Mtoe (source: SoeS, 2009 energy balance)

In addition, the graph below shows the share of final energy consumption represented by each
mode of transport. In 2008 road transport represented 82.8% of this consumption.

[Key to Figure 6]

Mtep = Mtoe

Fluvial = River

Aérien = Air

Ferroviaire = Rail

Route = Road

Uniquement les véhicules frangaises = French vehicles only

Figure 6. Final energy consumption by mode of transport between 1970 and 2008, in Mtoe
(source: ADEME, energy and climate, key figures, 2009 edition)

3.2 Policies and measures

The Environment Round Table approved the accelerated development of modes of transport
other than road and air. Thus, the Programme Law implementing the Environment Round Table
(Grenelle 1) set an ambitious target of reducing transport greenhouse gas emissions to their
1990 level by 2020 (Article 10). It should be emphasised that, while the target set by France for
the transport sector concerns greenhouse gas emissions, its achievement will be made possible,
in particular, through reductions in energy consumption.

The policies implemented to achieve this target are based around two axes:

- support for modes of transport with the lowest emissions (modal shift);

- improvement of the efficiency of modes of transport used.

3.2.1 Encouraging modes of transport with the lowest emissions

Grenelle 1 provides for a National Transport Infrastructure Scheme (SNIT) to be determined.

This tool will make it possible to implement the Round Table transport infrastructure guidelines. It
establishes State guidelines on maintaining, modernising and developing the networks under its
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responsibility, as well as aid for territorial authorities in developing their own networks. The
Scheme is currently at the development stage. A preliminary draft is under public and institutional
consultation in the first half of 2011 and the Scheme should be published in autumn 2011. The
preliminary draft currently under consultation proposes, in particular:

a strategy that favours modes of transport other than road and air within an integrated and
multi-modal framework in which all modes still have their place and their part to play. It
involves, in particular, constructing an efficient transport system that helps meet the State’s
international, European and national commitments on the environment and the aims of
economic growth and social progress;

60 actions that will guide infrastructure management policies in terms of the operation,
maintenance and updating of networks.

Concerning transport of goods

Grenelle 1 (Article 11) established a target of 25% non-road and non-air modal share by 2022
(compared with 14% currently).

The national commitment concerning rail freight was launched in September 2009. It seeks to
revitalise rail freight and comprises the following eight axes:

To create a freight-oriented network (ROF), i.e. for priority freight use. This involves
transforming the existing network around the main structural axes for transport of goods to
modernise its operation and improve its efficiency. To this end, State investment will focus on
certain priority axes with significant traffic, where freight will benefit from efficient and stable
train paths, taking particular account of the interests of shippers.

To create a network of regularly scheduled rolling motorways. The aim is to enable more
than 500 000 lorries a year to be transferred to rail by 2020, i.e. a doubling of traffic between
2009 and 2020. The Perpignan-Bettembourg (Luxembourg) lines and the Alpine rolling
motorway are already in service today. They will be expanded to offer several return journeys
a day. An Atlantic rolling motorway will also be brought into service and a fourth is being
studied to connect the Rhone and Atlantic routes.

To support development of combined transport. Support granted to offset the additional
trans-shipment costs linked to this mode of transport was increased by 50% in 2010. An
experiment has already been conducted to allow trains 850 metres in length to travel on the
Paris-Marseille axis and studies are underway to investigate the possibility of making trains
even longer.

To develop local rail operators (OFP): the legal rules have been adapted to facilitate the
establishment of local rail operators. These operators, in fact, seem the most appropriate
solution to offer local transport services in territories with low traffic density and in ports. They
are designed to transport sets of wagons or already assembled trains to or from an exchange
point with a long-distance rail operator. Four local rail operators have already been
established since 2009.

To develop high-speed rail freight between airports using high-speed track outside peak
hours to transport goods. France has thus supported the CAREX (cargo rail express)
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European project, aimed at introducing a very high-speed European rail freight service
between the main European airport cities.

- To eradicate bottlenecks (particularly concerning the Lyon conurbation and between Nimes
and Montpellier), the major congestion points of the national rail network.

- To improve rail service provision for the major French ports. The aim is to double the
market share of rail freight for routes to and from the ports.

- To modernise train path management (improvement in journey time and in freight trains’
adherence to timetables) and treat freight as a priority.

The national commitment to rail freight equates to specific overall public investment of more than
€7 thousand million by 2020.

In order to take regular stock of progress in relation to the measures being undertaken, a
committee to monitor the national rail freight commitment was set up in January 2010. It brings
together all of the stakeholders and, in particular, the State, the French Rail Network (RFF), rail
transport businesses, trade unions and NGOs.

Beyond the national rail freight commitment, other measures aim to encourage a modal shift from
road transport of goods to other more economical modes with lower emissions:

- Development of sea motorways: these are a transport option constructed around a viable,
regular and frequent maritime link. The State supports the development of sea motorway
routes on the Atlantic and Mediterranean sides of France so as, in particular, to offer
alternatives to crossing the Pyrenees and the Alps. The aim is to enable a modal shift of
between 5% and 10% of the traffic concerned. A sea motorway started operating in
September 2010. It links the ports of Nantes and Gijon (Spain).

- Reform of the ports was initiated through the Port Reform Law of 4 July 2008, with the aim
of improving their competitiveness, capacity and multi-modal provision of service. In this
context, the new bodies governing the main seaports have been put in place and these ports
have adopted their strategic projects, which provide for increasing overall investment, of
around €2.5 thousand million for the period 2009-2013. The State is supporting these efforts
with a budget of €174 thousand million, which doubles, for the period 2009-2013, the
appropriations under the State-Region Project Contracts. In 2009 almost €50 thousand
million in appropriations were added under the economy relaunch plan. These strategic
projects will enable the ports to develop new infrastructure to improve their hinterland service
provision and also contribute to the emergence of new services, such as local rail operators
(OFP). Thus, the first French local rail operator is port-based. It is located at La Rochelle.

- The State will continue its efforts to modernise the river network known as the Magistral,
within the framework of the targets and performance contract 2010-2013 with French Inland
Waterways (VNF). This investment programme is part of the follow-up to the 2009 annual
performance contract concluded on 2 March 2009.
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- The financing protocol between French Inland Waterways (VNF), the State and the regions
concerned to create the Seine Nord Europe canal was concluded on 11 March 2009. The
Seine Nord Europe canal project consists in creating a new waterway, 106 kilometres in
length, linking the Oise and the Dunkerque-Escaut Canal. The total cost of this project is
estimated at €4.2 thousand million. This project will, in 2020, allow a modal shift of 500 000
HGVs to river transport across all of the basins concerned®.

In accordance with the Finance Law for 2009, Article 11 of Grenelle 1 puts in place a kilometric
eco-tax to be levied on HGVs. It makes it possible to take account of the cost of using the
unassigned national road network of metropolitan France and the routes belonging to territorial
authorities liable to see a shift of traffic. The purpose of this eco-tax will be to finance transport
infrastructure projects: the proceeds of taxation from the national road network will be allocated to
the French Transport Infrastructure Financing Agency (AFITF). The State will retrospectively
assign territorial authorities tax proceeds equating to the amounts collected for use of the road
network in their ownership. This tax may also be varied upwards for some sections in an effort to
produce a balanced shift of traffic to uncongested axes. Over a full year, it should generate
revenue of around €800 million to €880 million for the AFITF.

Implementation of this eco-tax enables annual final energy savings of 0.165 Mtoe in 2016 and
0.168 Mtoe in 2020%",

In the context of developing green branches (see Industry section), the ‘logistics and flow
management’ branch aims to draw up and implement an action programme to support
environment-friendly industries with strong growth potential in the logistics branch.

Concerning passenger transport

Article 12 of Grenelle 1 provides for the construction, by 2020, of 2000 km of high-speed rail
track. The State will provide financing of €16 000 thousand million for this purpose. In particular,
the following lines will be built: the South-Europe-Atlantic line, the Brittany-Pays de Loire line, the
Mediterranean arc and service provision for eastern France with the completion of the Paris-
Strasbourg line and the three branches of the Rhine-Rhone line, etc. An additional programme of
2 500 km will also be determined.

For the first time, an overall rail carbon assessment has been produced for the Rhine-Rhone
high-speed line (see inset).

RFF, SNCF (French national rail operator) and ADEME have launched a Carbon
Assessment for the eastern branch of the Rhine-Rhone high-speed line

For the first time, the greenhouse gas emissions resulting from the stages of design and
completion of the new infrastructure, but also including the two new stations, 30 additional high-
speed trains (TGV) and maintenance facilities, were analysed using emission factors proposed by

% Source: http://www.seine-nord-europe.com. To 2050 the shift may reach between 1.2 and 2 million HGVs a year,
according to the scenarios for anticipated traffic.
% Source: SceGES evaluation (see Annex 2, Chapter 3).
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ADEME (or specifically developed with its assistance). These results were then supplemented by
estimates of greenhouse gas emissions over the first 30 years of commercial operation of the
new line after its opening, scheduled for December 2011.

These initial analyses indicate that 1.9 thousand million tonnes CO, equivalent (teqCO,) will be

discharged during the first 30-year operating cycle, including 53% from traction energy and 42%
from the initial construction work. By then deducting the greenhouse gas emissions saved during
this same period - as a result of shifts from road and air to the new rail option - the study shows
that the project’s carbon footprint becomes zero from its twelfth year of operation. Thus, operation
of the high-speed line makes the project as a whole ‘carbon-positive’ from 2024 with a ‘carbon
benefit’ that increases each year. It should be noted that, before that date, from 2012 almost
1.5 million new passengers will use the train every year to go to the territories served and thus
support their economic growth.

Article 13 of Grenelle 1 provides for a programme to expand Reserved Public Transport
Routes (TCSP) to take them 1 800 kilometres outside lle-de-France (compared with 329 km
in 2008). An initial project call was launched under the Sustainable Cities programme. It was
aimed at local authorities with work starting before the end of 2011. The State committed €810
million to co-finance 52 projects run by 37 authorities, covering more than 400 kilometres of new
routes in total. Encouraged by this initial success, the Government launched a second project call
on 4 May 2010 for work to be initiated between 2011 and 2013: the results of this project call
were published on 9 February 2011 and 78 projects were selected, accounting for 622 km of
routes in 54 conurbations. As regards lle-de-France, an agreement between the State and the
Region was concluded in January 2011. It provides for an investment programme of
€32.4 thousand million between now and 2025 to modernise the existing network and create an
automatic metro link. In addition, in January 2011 MEDDTL announced mobilisation of more than
€1 thousand million between 2011 and 2013 to undertake urgent actions aimed at modernising
public transport in lle-de-France. The State will support public transport development with €1.084
thousand million invested in modernising the existing network, creating an automatic metro link
and new tram, tram-train and bus routes with a high service value.

In addition, since 1 January 2009 businesses have had to take over half of the cost of public
transport season tickets. This measure, introduced in the 1980s, was previously restricted to lle-
de-France.

Introduction of priority air action zones (ZAPA)

In order to reduce the harmful effects of air pollution on health and meet regulatory air quality
standards, Grenelle 2 (Article 182) makes available to ‘municipalities or groups of municipalities
with more than 100 000 inhabitants’ a new air quality improvement tool, the ‘priority air action
zone’ (ZAPA). This is one of the flagship measures of the particulates plan introduced by the
Programme Law implementing the Environment Round Table of 3 August 2009 and launched on
28 July 2010.
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The principle behind priority air action zones is a ban on the highest-polluting vehicles from
entering the zone and development of a broader dynamic to reduce air emissions, particularly of
particulates and nitrogen oxides (NOx).

Priority air action zones may be introduced, on a three-year trial basis, at the initiative of
municipalities or groups of municipalities with more than 100 000 inhabitants, particularly in zones
considered pollution blackspots and where the regulatory limit values for air quality are not met -
or might not be met in future.

A number of local authorities have already decided to initiate feasibility studies for a priority air
action zone trial to evaluate the appropriateness of such a measure for their territory and to
determine the methods of implementation best suited to the local context. In particular, this
concerns the city of Paris, the community of Plaine Commune, Clermont conurbation, Grenoble-
Alpes-métropole, Grand-Lyon, Pays d’Aix, Nice-Alpes Céte d’Azur and the Communauté Urbaine
de Bordeaux. These authorities are supported in their initiative by the State, under an ADEME
project call of 1 July 2010: ‘feasibility study for priority air action zones’.

3.2.2 Improving the efficiency of modes of transport used

Concerning road transport

Improving the performance of new vehicles

The Environment Round Table set a target of reducing average emissions by France’s total
vehicle fleet from 176 g of C0,/km to 120 g by 2020.

Thus, numerous measures have been put in place at national and Community level to encourage
purchase of the most efficient new vehicles in terms of energy consumption and greenhouse gas
emissions:

- The CO; label for private vehicles for sale was made obligatory for new vehicles by decree,
starting from 10 May 2006. Its aim is to increase awareness among vehicle buyers but it also
allows the implementation of tax measures linked to CO, emissions (see below) (see
Awareness-raising section).

- Since 2006 the amount of annual tax on company vehicles has been established in line
with the vehicle’s greenhouse gas emissions, rather than its engine rating for tax purposes as
previously. Companies are liable for this tax in relation to the vehicles that they use in France,
whatever their State of registration, or that they own and are registered in France, where
these vehicles are registered in the private vehicle category. The applicable rate goes from
€2 per gCO, per kilometre for vehicles emitting less than 100 gCO,/km to €19 per gCO, per

kilometre for vehicles emitting more than 250 gCO,/km.
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- The ‘ecological bonus malus’; this mechanism, based on the CO, emissions per km of new
vehicles, rewards purchase of vehicles with the lowest CO, emissions and penalises
acquisition of vehicles with the highest emissions (see inset for detail of its implementing
procedures and the resulting changes). The mechanism has been highly successful and
enabled average emissions of new vehicles registered in France to fall from 149 g of CO,/km
in 2007 to 140 g of CO,/km in 2008 and 133 g of CO./km in 2009, while the historically-based
decline, before introduction of the bonus-malus, was around 1.5 g of CO,/km/year. In 2010
the average level of emissions of registered new vehicles again fell to around 130 g of
CO,/km. Thus, the average emissions of new vehicles sold in France in 2009 was the lowest
in Europe.

[Key to Figure 7]
Création du bonus-malus = Creation of bonus-malus

Figure 7. Change in CO, emissions in gCO,/km of new vehicles between 2001 and 2009
(source: MEDDTL)

The vehicle bonus-malus: description of a mechanism and the changes made to it

The vehicle bonus-malus comprises three strands:

- The first strand, established by Decree No 2007/1873, consists in allocating a premium or
‘bonus’ for any purchase or rental of a new vehicle with low CO, emissions. Assistance
towards the purchase of a new vehicle running on LPG, natural gas (NGV) or combining
electrical energy and a petrol or diesel engine, with low CO, emissions, is also proposed.

- The second strand, also established by Decree No 2007-1873, consists in adding to the
bonus a ‘superbonus’ of €300 if purchase of the vehicle itself is accompanied by scrapping
(mise au rebut) of a vehicle more than 15years old. This measure has not been
implemented, since another scrappage premium, the ‘prime a la casse’ (see below) was
more advantageous in 2009 and 2010.

- Lastly, the third strand (Articles 1011bis and 1011ter of the General Tax Code) provides for
an additional tax, a ‘malus’, applicable to the most polluting vehicles. An exemption has been
introduced for vehicles designed for large families, as well as disabled persons; a specific
discount has also been introduced for vehicles designed to operate on super ethanol E85. An
annual tax has also been introduced (Article 1011ter of the General Tax Code) for vehicles
with high CO, emissions (more than 245 gCO,/km in 2010).

To supplement this mechanism, under the Relaunch Plan, a scrappage premium has been
introduced under the terms set out in Article 12 of Decree No 2009-66 of 19 January 2009, when
acquisition or rental of a new vehicle emitting less than 155 gCO,km for the year 2010 is
accompanied by the destruction of a vehicle more than 10 years old. This measure was initially
due to finish at the end of 2009 but was extended into 2010 to avoid too sharp a fall in the
automobile market.
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The bonus-malus was intended to be a neutral mechanism in terms of public finances. Due to the
success of vehicles with low carbon dioxide emissions, the mechanism showed a deficit of
around €500 million in 2009. Further changes to the legislation governing the bonus-malus have
therefore been made to reduce this deficit, while strengthening the incentive to purchase
increasingly clean cars.

At the end of 2009, the mechanism was adapted to market changes in order to follow
technological developments and come closer to the aim of balance with regard to public finances:
the thresholds for awarding the bonuses were lowered by 5 gCO,/km and the bonus amounts
reduced.

Despite these adaptations, the mechanism again showed a deficit for 2010 (around €490 million).
For that reason, major changes to the mechanism have been made for 2011:

- Withdrawal of the €2 000 specific premium for vehicles running on LPG/NGV. These vehicles
will be incorporated into the normal bonus scale. On the other hand, the other tax benefits
linked to use of these vehicles (lower registration costs, fuel tax exemption, etc.) have not
been changed;

- Lowering of the threshold for hybrid electric vehicles to receive financial support of €2 000
from 135 g to 110 gCO,/km;

- Lowering of the amounts of financial support from €1 000 to €800 and from €500 to €400, as
well as withdrawal of the €100 bonus.

For 2012 a further change to the grid setting the thresholds and amounts of the malus has been
adopted and incorporates:

- Lowering of the threshold for a malus of €2 600 by 10 gCO,/km (> 231 gCO,/km);

- Creation of two further intermediate tranches of malus of €1 100 (181-190 gCO,/km) and

€500 (151-155 gCO,/km);
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- Lowering of the threshold for a malus of €200 by 10 gCO,/km (141-150 gCO,/km).

From 2012 a bonus of €3 500 will be granted to vehicles in the 50-60 gCO,/km tranche, the

€5 000 bonus being reserved for vehicles with emissions of 50 gCO,/km or less. Also from 2012

the €400 bonus for the 90-110 gCO,/km tranche is reduced to €300 and now applies only to

vehicles in the 90-105 gCO,/km tranche, and the €800 bonus for the 60-90 gCO,/km tranche is

reduced to €600.

Implementation of the measures concerning new vehicle performance enable an annual final
energy saving of 0.1 Mtoe in 2010, 1.1 Mtoe in 2016 and 2.2 Mtoe in 2020%

At European level, Regulation 443/2009 limits CO, emissions of passenger cars and requires

manufacturers to make a phased reduction in CO, emissions of new vehicles to 130 gCO,/km

between now and 2015 (65% of the fleet in 2012, 74% in 2013, 80% in 2014 and 100% in 2015).
This Regulation also establishes a mechanism of penalties in the event of emission limits being
exceeded. In order to send a signal to the industry for subsequent production cycles, it also sets a

% Source: SceGES evaluation (see paragraph 1.3.1.3 and Annex 2, Chapter llI).
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new long-term target of 95 gCO,/km in 2020. The Commission will, from 2013, consider the
modalities for reaching that target. Additional measures also accompany this Regulation in order
to achieve a supplementary reduction of 10 gCO,/km: presence of a dashboard tyre deflation

indicator, energy labelling of tyres, limitation of tyre resistance to wear, etc.®.

In addition, with regard to light utility vehicles, a new Regulation on the average emissions of
these vehicles is to be published in the first half of 2011; phased implementation is scheduled
between 2014 and 2017, to reduce the average emission value of these vehicles to

175 gCO,/km. An objective value of 147 gCO,/km has been set for 2020.

Reducing emissions of road vehicles

Directive 2009/33/EC requires account to be taken, when purchasing new vehicles bought in the

context of public procurement and delegated public passenger transport services by road and rail,

of the lifetime energy and environmental impacts of these vehicles. To this end, the Directive

proposes two possible methods:

- setting technical specifications for the environmental and energy impacts of the vehicle;

- including these impacts in the purchasing decision, either as award criteria or by their
monetisation.

In the context of transposing this Directive into French law®, the solution adopted in domestic law
has been to transpose all of the options contained in the Directive and leave the choice to
purchasers.

Directive 2009/30/EC, regarding the specification of petrol, diesel and gas-oil and introducing a
mechanism to monitor and reduce greenhouse gas emissions, provides for lifecycle greenhouse
gas emissions per unit of energy from fuel and energy to be reduced by up to 10% by
31 December 2020. This reduction consists of a target of 6% - obtained through the use of
biofuels, alternative fuels and reductions in flaring and venting at production sites - as well as two
additional indicative targets of 2%, respectively obtained through, firstly, use of environmentally
friendly carbon capture and storage technologies and use of electric vehicles and, secondly,
through purchase of credits under the Clean Development Mechanism of the Kyoto Protocol.

Concerning air transport

% Discussions have also been initiated to adopt measures, concerning the measurement of emission linked to air-
conditioning or the presence of a gear shift indicator.

¥ See Law 2011-12 of 5 January 2011 concerning various provisions adapting legislation to European Union law
Article 12).

E(’B Compared with the Community average for lifecycle greenhouse gas emissions per unit of energy from fossil fuels in
2010.
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Construction of the Single European Sky, initiated through the European regulations of 2004,
has made it possible to launch an ambitious programme to restructure air navigation services and
improve air traffic management in Europe. The SESAR programme, the technological pillar of
the Single European Sky, aims to develop, for the next 30 years, a safe and efficient new-
generation air traffic management system that responds to the challenges of sustainable

development. The target is to reduce CO, emissions by between 6% and 12% through fuel

savings, resulting, in particular, from a reduction in distances covered and waiting and taxi-ing
times.

In addition, at national level the introduction of continuous descent procedures for Paris-Orly and
Paris Charles-de-Gaulle Airports is being studied with the aim of reducing noise pollution and
greenhouse gas emissions: an initial study, carried out into Orly Airport in 2008, proved
conclusive and therefore led to implementation at Orly in October 2010. An equivalent study got
underway at the start of 2010 for the Paris Charles-de-Gaulle platform.

The Clean Sky initiative was launched at the end of 2007 at Community level. It concerns
research in the aeronautics field and brings together a significant number of European actors
(notably, Airbus, Thalés, Eurocopter, Safran, Dassault and Rolls Royce). Its aim is to bring to
more rapid fruition the breakthrough technologies needed to reduce significantly the
environmental impact of aviation, consistent with the aim of the Advisory Council for Aeronautical

Research in Europe (ACARE), which advocates a 50% reduction in the CO, emissions of aircraft

by 2020, compared with those of 2000. This initiative is scheduled to last seven years (2008-
2014) with total financing of €1.6 thousand million, of which 50% is contributed by the European
Commission and 50% by industry operators. Six calls have been launched since mid-2009,
equating to more than €90 million in support for various research activities. A seventh call is
currently underway.

The ‘Research in the aeronautical field’ programme under Future Investments (see Energy
section) is focused on the challenges for aeronautical industry research, identified with all of the
actors in the air sector, involved in making this mode of transport more environment-friendly (fuel
savings, reduced noise pollution, etc.). It has been allocated €1.5 thousand million, comprising
one-third in subsidies and two-thirds in repayable loans.

Concerning river and maritime transport

In the field of maritime transport, the main actions concern:

- support for use of new fuels;

- support for the work of the International Maritime Organization (IMO) to limit and control
ships’ emissions, as well as development of emission control zones. In the context of the
discussions underway at the IMO regarding introduction of a market instrument to reduce
greenhouse gas emissions, France supports implementation of a permit trading system
without free allocations. It has launched a study into the economic consequences of
implementing such a mechanism.
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3.2.3 Raising awareness and communicating

Aimed at the general public

The following main measures have been put in place to encourage behavioural changes on the
part of actors:

- A CO; label for private vehicles (see Awareness-raising section);

- A Mobility Week, organised every year in September. Since 2009 it has been merged with
Road Safety Week and is now called ‘Mobility and Road Safety Week'. This Week, which
acts as a framework for organising several hundred actions throughout France, aims to
generate behavioural changes in relation to travel. In 2010 it particularly highlighted the
‘travelling well together’ (‘bien circuler ensemble’) principle;

- Car-sharing is encouraged, particularly in the context of urban travel schemes (see below)
and the State will provide the legal certainty needed for this form of travel. A working group
on ways of encouraging car-sharing has been set up at national level and studies in this area
are underway;

- Ac‘car club’ (‘autopartage’)® label is currently being defined at national level and will be the

subject of a decree stating the terms of its award and use. Town hall authorities may reserve
parking spaces for vehicles with this label;

- Active transport and non-motorised forms of mobility are encouraged through various

measures:

1. Account taken of complementarity between cycling and public transport under project
calls regarding development of public transport (see above);

2. The opportunity for communities in municipalities, conurbations or cities to create self-
service cycle services.

3. A requirement for those constructing buildings for residential or service use, equipped
with parking spaces, to make provision for secure cycle parking.

Lastly, an evaluation will be carried out regarding the requirement to provide cyclist and
pedestrian routes when carrying out improvements to urban routes.

- Establishment of the French Agency for Multi-modal Ticketing Information (AFIMB): in
addition to the efforts already made by territorial authorities to improve public transport
information available, establishment of this Agency is aimed towards coherent
development of all such information systems at national level.

% A car club equates to sharing a fleet of motorised land transport vehicles to the benefit of subscribing users.
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In addition, measures to encourage eco-driving have been implemented: professional road
drivers are now trained in eco-driving as part of their initial training and continuing training every
five years. In the case of private drivers, the questions bank has been supplemented for the
theory element of the driving test to take account of eco-driving. School road safety certificate
programmes organised at lower secondary-school level have been supplemented to include this
issue.

Lastly, in the context of renewing the Energy Efficiency Certificate (CEE) mechanism for the
period 2011-2013 (see Energy section), Grenelle 2 (Article 78) extends this mechanism to those
releasing automobile fuel for consumption, if their annual sales exceed a particular threshold. The
energy-saving requirement for these professionals, for the three-year period, is 90 TWh of
cumulated and actualised final energy. This move will stimulate the development of energy-
saving operations in the transport field, such as, for example, modal shift, car sharing or training
in eco-driving.

Aimed at territorial authorities and businesses

ADEME has developed various evaluation tools to help territorial authorities undertake a
diagnosis of their fleet and direct their purchases towards clean vehicles: for private vehicles, a
guide to the consumption and emissions of these vehicles has been posted on the ADEME site’”;
for HGVs, ADEME makes decision-making tools available, particularly with regard to segregated
bus lanes, service vehicles, urban buses and household refuse collection vehicles.

ADEME has also developed an online tool to integrate the energy consumption and greenhouse
gas emissions ‘well to wheel’ of different modes of transport and for different types of engine.

Aimed at transport professionals

Article 11 of Grenelle 1 provides for the introduction of mandatory display of greenhouse gas
emissions of services transporting goods or passengers. In order to determine a common
methodology for evaluation of the greenhouse gas emissions of transport services, the Energy,
Environment and Transport Observatory (OEET) has been set up. It brings together
representatives of the State, trade unions, transport operators and shippers, local authorities and
NGOs.

In addition, various voluntary initiatives are currently underway:

- 'COqy: transport carriers make a commitment’ (‘CO_: les transporteurs s’engagent’): this

initiative was launched in December 2008 and offers a methodological framework to
businesses transporting goods by road that wish to commit themselves, for a three-year
period, on the basis of a plan of specific and individualised actions, to achieving an overall

® Guide to conventional consumption and CO2 emissions of new private vehicles put on sale in France, pursuant to
Directive No 1999/94/EC (www.ademe.fr/carlabelling).
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target for reducing their fuel consumption and greenhouse gas emissions. The actions are
based around four axes: vehicle, fuel, driver and flow management. At the end of 2010
223 businesses had signed up to this initiative (compared with 66 at the end of 2009),
equating to more than 44 000 vehicles (against a target of 50 000 vehicles at the end of
2012). The target reductions agreed by that date equate to a reduction of around 8% in

consumption and emissions for an equal volume of activity, or around 260 kteqCO.,.

The National Passenger Transport Federation (FNTV) signed a charter on
14 October 2009 to develop road safety and sustainable development actions. The aim of
this charter is to organise a working relationship between the various partners (FNTV, State,
ADEME, etc.) to promote environmental and road safety objectives. To this end, it is planned,

in particular, to extend the ‘CO,: transport carriers make a commitment’ initiative to road

passenger transport.

In the aviation sector, an agreement was signed in January 2008 under which all actors
in the French air transport sector have undertaken to carry out specific actions to combat
noise pollution, preserve air quality and combat climate change. The commitments include, in
particular, the following actions:

- Air France has undertaken regularly to replace a significant part of its fleet by aircraft with

lower CO, emissions;

- The airline companies have undertaken to make a CO, calculator available to users;

- Aéroports de Paris has undertaken to set up a car-sharing site between its platforms, to
acquire a significant number of electrical vehicles to replace the vehicle fleet at airports,
etc.

3.2.4 Studies and governance

The Urban Travel Schemes (PDU) introduced by the Framework Law on Internal Transport of
30 December 1982 set out the principles for organising transport of persons and goods and traffic
flow and parking in urban transport areas. Since the Law of 30 December 1996 on air and rational
energy use, it has been mandatory to draw up an Urban Travel Scheme for urban transport areas
included, in whole or in part, in conurbations of more than 100 000 inhabitants.

Under the Schemes, State support for travel schemes of businesses, administrations, schools or
activity zones has been reaffirmed, in the context of Article 13 of Grenelle 1. Grenelle 2
(Article 63) also states that Urban Travel Schemes, when being drawn up or revised, must now
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include an evaluation of anticipated avoidance of CO, emissions resulting from implementation of

the scheme. The requirement extends to all greenhouse gases from 2015.

Lastly, voluntary initiatives to draw up Business-level Travel Schemes (PDE), introduced by
the Law on solidarity and urban renewal of 13 December 2000 are encouraged, with conurbations
of more than 100 000 inhabitants being required, in particular, to put mobility advice structures in
place, aimed at all those managing places of activity. In June 2009 ADEME registered
1 170 Business-level Travel Schemes, five times more than in 2005, covering more than a million
employees. Travel schemes may also be undertaken by educational establishments. The
evaluation carried out by ADEME in 2008-2009 listed 1 470 initiatives, 61% of these involving the
introduction of walking buses and 16% a broader initiative, comprising a number of measures.

The Rail Activity Regulatory Authority (ARAF) was established by Law No 2009-1503 of
8 December 2009 on organising and regulating rail transport. An independent regulator, it will be
the guarantor of proper application of Community rules by the actors involved and an appeal body
in the event of discriminatory practices. It will enable rail transport to become more fluid and
efficient, and therefore more attractive to businesses.

The French Transport Infrastructure Financing Agency (AFITF) was established in
November 2004 to make the State’s contribution to financing of transport infrastructure projects.
With the introduction of the eco-tax on HGVs, AFITF will have a new source of financing (around
€800-880 million from 2012-2013). In order to encourage modal shift, the share of AFITF
expenditure devoted to alternatives to road transport continues to grow.

3.2.5 Research

In the area of land transport, a number of study, development or research programmes are
underway. They involve the scientific and industrial communities in issues relating to the energy
efficiency of the transport chain, resource savings and understanding of mobility.

PREDIT (National Land Transport Research, Testing And Innovation Programme) supports the
majority of operational research in the land transport field, in terms of both understanding mobility
practices in relation to persons and goods and developments regarding vehicles (transmission
system, alternative fuel, hybridisation) and understanding the impact of transport on the
environment. PREDIT 4, covering the period 2008-2012, will have a budget of €400 million.

Individual initiatives are currently being supported to encourage technological solutions specific to
long-distance freight transport (INNOFRET), in order to reduce the carbon footprint of this activity,
which is highly dependent on fossil fuels.

Lastly, a number of projects are supported under the Inter-Ministerial Single Fund (FUI) and the
Civil and Urban Engineering Network (RGCU) to encourage construction processes that are more
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efficient in terms of energy and noble materials, and to increase the sustainability of works
undertaken.

In aviation, particular support is provided to manufacturers in the context of research projects. A
significant number of these projects aim to reduce fuel consumption (by simplifying structures,
improving engines, using composite materials, etc.). They have been assigned a budget of
almost €120 million for 2010.

Furthermore, launch of the Council for Civil Aeronautical Research (CORAC), on 18 June 2009,
made it possible to develop a technological roadmap, thus uniting national research efforts. The
Council, chaired by the Secretary of State for Transport, brings together all French air transport
actors: companies, airports, aeronautics industry, research bodies and Ministries concerned. It
works to coordinate aeronautic research activities in France.

In addition, France supports research efforts relating to aviation biofuels. In fact, these biofuels,
long considered difficult to design for the air transport sector (due, in particular, to the specific
freezing-point requirements of aviation fuel), are the subject of developments that have already
allowed certification of a mixture consisting of up to 50% biofuel, using the Fischer-Tropsch
procedure (thermochemical pathway), supplemented by kerosene’". This opens up new
certification possibilities in the short term. As set out earlier, the Future Investments
programme also contributes €1 500 million in financing for research in the aeronautics field, in
particular to develop aircraft of the future.

Under the ADEME Demonstrator Fund (see Energy section), two CEls were launched in 2008
and 2009 on the theme of ‘road vehicles with low greenhouse gas emissions’. Twenty-two
projects were approved and are now underway, equating to financing of €75.2 million under the
Demonstrator Fund. This Fund has also been extended via Future Investments (see Energy
section), notably through the ‘Vehicle of the future’ programme, which seeks to test and
promote, for mobility needs, technologies and forms of organisation that are less energy-
consuming and have lower greenhouse gas emissions. Budgets of €750 million for automobile
manufacturing, €150 million for rail manufacturing and €100 million for shipbuilding will be
mobilised, involving one-third in the form of subsidies, one-third as repayable loans and one-third
as industrial development loans or capital injections. A number of CEls are envisaged in this
context and will be launched in 2011 for most of the programmes covered.

" Standard D7566- (Standard specification for aviation turbine fuel containing synthesized hydrocarbons) was adopted by
the ASTM (American Society for Testing and Materials) on 1 September 2009.
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4. Industrial sector

4.1 State of play

The change in final energy consumption on the part of the industrial sector’” between 1970 and
2009, by type of energy, is shown in Figure 8. Since 2000 the reduction in final energy
consumption on the part of the industrial sector has been increasing, averaging -0.7% a year
between 2000 and 2006, then accelerating to -1.5% in 2007 and -1.9% in 2008. In 2009
industry’s energy consumption decreased very sharply by 9.7% to 33.4 Mtoe”. This decrease is
closely linked to the fall in industrial production in 2009, amounting to -10.9%, which was the
result of a worsening of the economic situation in almost all sectors.

[Key to Figure 8]

En Mtep = In Mtoe

Electricité = Electricity

Gaz = Gas

Pétrole = Qil

Charbon = Coal

Energies renouvelables = Renewable energies

Figure 8. Final energy consumption in industry, corrected for climatic variations, in Mtoe,
between 1970 and 2009 (source: SoeS, 2009 energy balance)

In terms of market share, industry continues primarily to use gas and electricity (34% and 30%,
respectively), rather than oil and coal (14% each). Renewable energies account for 7% of
industry’s final energy consumption, a doubling in 10 years.

Over the long term, the decoupling of energy consumption and industrial activity, noticeable since
2003 (see Figure 9), bears witness to energy efficiency gains. These gains may be explained by
structural effects and by increasing awareness of sustainable development, but also by a search
for competitiveness that motivates industry, against a background of expensive energy and limits
on greenhouse gas emissions, to increase its energy-saving efforts and replace oil, and above all
coal, by gas, electricity or renewable energies when techniques allow. However, in the short term
the economic crisis has slowed down new investment and led, in 2009, to factories operating at
non-optimal capacities in terms of energy management, leading to an increase in energy intensity
in the industrial sector.

[Key to Figure 9]

Indice = Index

Mtep = Mtoe

Indice de Production Industrielle (indice base 100 en 2005) = Industrial Production Index (base
index 100 in 2005)

Intensité énergétique de I'industrie (indice base 100 en 2005) = Industrial energy intensity (base
index 100 in 1990)

Consommation finale énergétique de l'industrie (Mtep) = Industrial final energy consumption
(Mtoe)

Figure 9. Final energy consumption in industry, corrected for climatic variations, in Mtoe,
between 1970 and 2009 (source: SoeS)

" The industrial sector, within the meaning of the energy balance, includes the agri-food, iron and steel and construction
industries, but not that which relates to energy processing (power plants, refineries, distribution losses, etc.).
7 Provisional data.
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4.2 Policies and measures

France’s policy in terms of energy efficiency and reduction of greenhouse gas emissions in the

industrial sector is based around five axes:

- European Directive 2003/87/EC establishing a market for trading in emissions permits within
the European Union,

- financial incentives,

- regulatory measures,

- support for standardisation processes,

- support for development of the most efficient technologies, particularly through the Future
Investments mechanism.

4.2.1 European Directive 2003/87/EC™

European Directive 2003/87/EC establishing a market for trading in emissions permits within
the European Union (EU ETS Directive) introduced, from 1 January 2005, a cap and trade
system for greenhouse gas emissions from the European Union’s main industrial and energy
activities. In 2010 964 installations in France, operated by 570 businesses in both the energy
sector and the industrial sector, came under this Directive.

After a test period from 2005 to 2007, the system became fully operational in 2008, for an initial
period of five years until 2012. During the test period, then the initial period, each Member State
drew up a National Allocation Plan (NAP) for allowances, followed by an allocation of these
allowances to businesses. In France the allowances (including those initially placed in the New

Entrant Reserve) totalled 156.51 MtCO, a year’® for the period 2005-2007 and 133.4 MtCO, a

year for the period 2008-2012. The New Entrant Reserve of free allowances proved inadequate
to subsidise the needs of new installations and expansions of installations and will be
supplemented by market acquisition of allowances. This initiative will have no impact on the
emissions cap for sectors subject to allowances or the European Union’s global emissions cap.

Every business is required to deliver an annual amount of allowances equivalent to its verified
emissions and businesses subject to the Directive may then trade these allowances on the
market for emissions permit trading. In order to meet this obligation, they may also use credits
issued under the clean development mechanisms established by the Kyoto Protocol. In France,
during the period 2008-2012 businesses are authorised to use these project credits for up to
13.5% of their allocations for the period.

™ Although, outside the framework of Directive 2006/32/EC, the market for emissions permit trading is an instrument that,
by combating greenhouse gas emissions, has a major impact on energy efficiency in the industrial sector. It is on that
basis that this measure is integrated into France’s national energy efficiency plan, which thus covers all of the country’s
final energy consumption. In addition, the other measures aimed at the industrial sector do not differentiate in terms of
whether sectors come under the EU ETS Directive.

® Amounts envisaged under the NAPs for allowances validated by the Commission.
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In France, emissions by sectors that come under the EU ETS Directive amounted to

131.3 MtCO, in 2005, 127 MtCO, in 2006, 126.6 MtCO, in 2007, 124.1 MtCO, in 2008 and

111.1 MtCO, in 2009°C.

The revised EU ETS Directive was adopted by the European Parliament and by the Council in

December 2008 as part of adoption of the Energy-Climate Package. This made it possible to:

- expand its scope. The system will integrate air transport activities from 2012. For the period
2013-2020 the system will be expanded to cover new greenhouse gases and new industrial
sectors. It will cover 1174 installations;

- harmonise the methods of allocating allowances to industrial operators with the use of
benchmarks for installations overall;

- provide for a mechanism to combat the risk of carbon leakage.

The revised Directive also allows a phased roll-out of auctioning of allowances instead of their
free-of-charge allocation.

The EU ETS Directive will make it possible to strengthen targets for reducing greenhouse gas
emissions in order to reach the goal set by the March 2007 European Council of a 20% reduction
in EU overall emissions in 2020 compared with 1990 levels: emissions by the sectors that come
under the EU ETS Directive will thus be reduced by 21% between 2005 and 2020.

4.2.2 Incentive mechanisms

Horizontal incentives set out in the Energy section concern the industrial sector:

- The industrial sector’s share of the total number of Energy Efficiency Certificates issued
between 2006 and 2010 is around 9.2%, covering an annual volume of energy savings of
around 5.6 TWh;

- Among the financial incentives, accelerated depreciation and reduced business tax for
equipment enabling energy saving or renewable energy production, set out in the Energy
section, were opened up to industry;

- The ADEME ‘Aid for decision-making’ mechanism subsidises, in particular, energy
diagnoses in the industrial sector, as well as the introduction of energy management
systems;

"® Source: CITL (Community Independent Transaction Log).
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- The ADEME ‘Rational energy use’ aid system supports investment made in businesses to
acquire equipment, make energy savings or modify processes or equipment already in place.
The operations supported are demonstration or exemplary operations. The 2010 budget is
around €475 000;

- Specifically intended for the industrial sector and introduced under Future Investments, the
‘Green loans’ mechanism, put in place in July 2010 with a budget of €500 million, makes
SMEs and industrial mid-caps eligible for loans at subsidised rates (total budget of
€300 million) and loan guarantees (SMEs only - total budget of €200 million) for investment to
increase the competitiveness and energy and environmental performance of their process or
products. This mechanism is managed by OSEO, a public undertaking, the role of which is to
finance and support innovation and growth among businesses.

4.2.3 Regulatory measures

The minimum performance levels put in place by the boiler regulations (see Residential-Service
section) also apply to the industrial sector.

Important changes to the regulatory framework for energy consumption in the industrial sector
have been underway since 2008. Directive 2008/1/EC of 15 January 2008 concerning integrated
pollution prevention and control requires assurance that energy is used efficiently in installations
in respect of certain industrial activities (energy industries, production and processing of metals,
mineral industry, chemical industry and waste management). This requirement is reinforced by
Directive 2010/75/EC on industrial emissions (IED), which will apply in 2012 and makes the
conclusions of the BREF (Best Available Technologies - BAT) mandatory, in particular, the BREF
on energy efficiency and the energy conclusions of sectoral BREFs. At national level, Article 82 of
Grenelle 2 added rational energy use to the interests protected by legislation on classified
installations (ICPE).

With a view to implementing Article 82 of Grenelle 2 and preparing for application of the IED, a
working group within the French administration discussed the introduction of a joint mechanism
for installations coming under the IED with regard to rational energy use.

Grenelle 2 introduces a requirement for legal persons governed by private law with more than
500 employees (250 employees in the Overseas Regions and Departments) to draw up, by the
end of 2012, an assessment of their greenhouse gas emissions’’, to be made public and
updated every three years. It is to be accompanied by a summary of planned actions to reduce
their greenhouse gas emissions (see Awareness-raising section).

More generally, since Law No 2001-420 on new economic regulations, legislation has provided a
framework for publication of social and environmental information by businesses. Information
relating to climate challenges covers greenhouse gas emissions, efficiency of use of energy
resources and renewable energy use (Article R225-105 of the Commercial Code). Grenelle 2
strengthens businesses’ obligations with regard to social, environmental and societal
responsibility and extends this obligation to new businesses, according to the thresholds to be
established by decree. The challenge is to enable investors (particularly so-called ‘socially

" And therefore, in particular, their energy consumption.
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responsible investment’ funds) and the various stakeholders to challenge businesses on their

policy regarding societal responsibility:

- Article 224 of Grenelle 2 provides for an obligation on the part of managers of funds (UCITS)
to indicate, in subscriber documents, how they take account of environmental, social and
governance criteria in their investment policy;

- Article 225 of the same Law states that the obligation to make group information available
must include subsidiaries and controlled companies. The information communicated must
allow comparisons and be consistent with the key international benchmarks. In addition, the
information will be verified by an independent third-party body.

4.2.4 Support for standardisation

France actively supports standardisation in the area of energy efficiency, particularly aimed at
the industrial sector. Various tools are available to industries wishing to improve their energy
efficiency:

- Energy diagnosis, based on normative document AFNOR BP X30-120. It provides industrial
operators with a snapshot of the energy situation of their business and the energy-saving
solutions specific to their site, in three stages: performance of a global energy review of the
business, in-depth analysis of the main potential sources of savings identified and prioritised
specification of actions to be undertaken, with their economic analysis.

- Development of energy management systems: standard NF EN 16001 has been designed
specifically to respond to the need to optimise businesses’ energy costs. It aims to assist
bodies in establishing the systems and processes needed to improve their energy efficiency
and may be used independently of ISO 14001 (environmental management). A draft version
of ISO 50001 is currently being finalised.

4.2.5 Support for development of the most efficient technologies

The green branch initiative

France has committed itself to organising the industrial branches of the future, to enable it to

propose technologies and services that allow transition to a green economy, these being

essential to achieving France’s targets for renewable energy production and reduction of energy
consumption and greenhouse gas emissions.

In line with implementation of the Environment Round Table commitments, the green branch

initiative must meet three major challenges:

- to support the emergence of new occupations or activities, as well as national market or
export champions;

- to underpin the occupational changes that will be required in some sectors;

- to adapt existing mechanisms or create new ones, as appropriate, to guide the workforce
towards developing sectors and provide them with qualifications. Around 20 strategic
branches of the green economy, in terms of growth and employment potential, were identified
in December 2009 (see Table 3).
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Table 3. Strategic ‘green branches’ of the green economy in terms of growth and

employment potential

Reducing greenhouse gas emissions in
the energy field

Smart grids

CO; capture and storage (CSC) and use

Renewable energies: marine energies, geothermics, wind power,
solar energies, biomass energy, biofuels

Low environmental impact building

Reducing energy needs to combat
climate change

Clean vehicles

Green logistics and flow management

Energy storage and battery - hydrogen and fuel cell

Waste recycling and recovery activities

Reducing consumption of natural
resources and raw materials

Green chemistry - plant-derived chemistry

Metrology - Instrumentation of environments

Optimisation of industrial procedures

Water - ecological engineering

Biomass materials

For each of the branches identified, consultation with the actors involved took place in 2010. This
work identified priority actions. In 2011, action plans will be finalised on this basis, aimed at
developing and structuring these strategic branches of the green economy as part of an
ambitious industrial policy. A number of proposals have been made in this context, seeking, in

particular, to:
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organise public action (financial support, etc.) and remove regulatory constraints;

support the organisation of these new branches, notably by encouraging actors to group
together;

enable dissemination of environmental technologies and resulting productivity gains.

With specific regard to the industrial sector, work on ‘Optimisation of industrial procedures’
covers products and services that improve the environmental and energy performance of
industrial procedures. The actions to be implemented to develop the branch, in terms of both
supply and demand, will directly assist in achieving France’s energy efficiency objectives.

Support for innovation

Numerous project calls on the theme of energy efficiency in the industrial sector, on an annual
basis, have already been implemented:

The ANR EESI (Energy Efficiency of Industrial Systems) programme seeks to improve

industrial energy efficiency and reduce CO, emissions. The research projects approved

concern, in particular, development of innovative energy production/conversion methods, with

CO; capture, as well as development of high-impact new energy transfer/transport materials

and components and, lastly, extensive energy integration of industrial systems.

The ADEME R&D call for projects ‘Improving the energy performance of industrial
processes and utilities’ (APEPI) aims to advance any R&D project improving the energy
performance and reducing the greenhouse gas emissions of industrial procedures and
utilities, prior to the industrial-scale demonstration stage. In its initial 2010-2011 version this
project call has a budget of €500 thousand. Depending on the results, ADEME will study the
possibility of confirming and strengthening this initiative over a number of years.

The Call for Expressions of Interest by ADEME/TOTAL concerning energy efficiency in
industry is a programme to support the development of horizontal energy-saving
utilities and processes to strengthen the R&D effort in relation to this sector, which currently
receives little support, and to encourage the emergence of reliability-assured
technologies in SMEs aimed at the European and world markets. Projects linking large
businesses are also eligible. The programme consists, in particular, of support for
demonstration of new technologies enabling improvement in the energy efficiency of
horizontal technologies, downstream from the stage covered by APEPI. This CEl has a
budget of €100 million over five years (2009-2013).

Lastly, the ECOINDUSTRIES programme (ADEME/OSEO/DGCIS) and its equivalent for
upstream research, ECOTECH (ANR), aim to speed up introduction of sustainable
development concepts into industrial production and innovation in environmental
technologies, by supporting the setting-up of demonstration projects concerning
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ecotechnologies or innovative services; funds of €26 million were allocated in 2010. One of
the five thematic axes specifically concerns preventive technologies and substitution
processes in particular, making it possible to move towards sustainable industrial production.
These two programmes end, in their current version, in 2011. Other formats for these
initiatives may be determined for the coming years.

Under the Future Investments programme (see Energy section), a CEIl will be launched in
May 2011 in the field of smart electricity grids (programme allocated €250 million), seeking, in
particular, to optimise management of industrial networks; in addition, in the field of green
chemistry a CEIl was launched in 2011 on the theme of plant-derived chemistry.
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5. Exemplary State and territorial authorities

The State and the territorial authorities play a primary role in managing greenhouse gas
emissions and energy efficiency, not just through managing their assets and direct activities but
also in the context of their responsibilities (regarding urban development, for example, in the case
of territorial authorities).

Directive 2006/32/EC on energy end-use efficiency and energy services gives particular weight to
energy savings in the public sector (Article 5).

In fact, the exemplary nature of the State and the wider public sector in relation to energy
efficiency has the capacity to generate longer-term operational energy savings, as well as support
for developing energy services.

The Exemplary State strategy is mainly based on the Prime Minister's Circular of
3 December 2008. The way this dynamic transfers to local authorities is indicated. A detailed
description of each of the measures set out is annexed.

5.1 The objectives of the Exemplary State policy in France

It is right that the State should be exemplary and ensure that the services under its responsibility
(administrations, devolved services, public establishments) apply the principles of eco-
responsibility and social responsibility. It may achieve this by acting to guarantee responsible
behaviour on the part of its officials but it may also act through public procurement. The latter is
indeed a particularly significant lever to help guide and advance more sustainable modes of
consumption and production: Public purchasing represents around 10% of GDP and helps to
provide market actors with opportunities, due, in particular, to the volume of orders and the
direction given by public policies.

In France, the first measures to integrate sustainable development criteria into public
procurement were implemented as far back as 2004. A national action plan for sustainable public
purchasing was adopted in March 2007 as part of the first national sustainable development
strategy (see below). Since 2008 an ‘Exemplary State’ circular’ has set State targets in
relation to its eco-exemplary role.

Article 48 of Grenelle 1 enshrines the ‘Exemplary State’ concept and translates it into a series of
actions, in the form of targets to be implemented by administrations and the services under their
responsibility. Since then, a number of circulars have been published and have specified the
roadmap to be used by administrations, in particular by setting indicators and mandatory targets
for 2009” and 2010%.

By way of example, the following indicators have been adopted:

® Prime Minister's Circular of 3 December 2008 on the exemplary nature of the State with regard to sustainable
development in the operation of its services and its public establishments. This Circular draws on and supplements the
Circular of 28 September 2005 on the exemplary role of the State in relation to energy savings.

™ Circular 451/SG of 11 March 2010.

& Circular 5495/SG of 30 September 2010.
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Energy audits of the property assets of administrations’ central services: 40% of assets in
2009 and 100% in 2010;

Purchase of expert tools allowing consumption of fluids (water, gas, electricity and heating) to
be monitored;

Measurement of energy costs in 2009 and a 10% reduction in these costs in 2010;

Purchase of at least 80% of vehicles in 2009 and 85% in 2010 that meet the emissions

threshold for the ecological bonus (respectively, 130 gCO,/km emitted in 2009 and then

125 gCO,/km in 2010);

Measurement of the quantity of paper purchased in 2009 and a target reduction of 20% in
2010;

Measurement of printer and photocopier stocks at the end of 2010, before setting targets for
reducing stocks in the coming years;

Review of communication actions aimed at raising awareness of sustainable development
among Ministry officials (2010 indicator).

A financial incentive mechanism has been linked to achievement of these targets: an amount
equal to around 1% of the appropriations allocated to each Ministry for its everyday purchases is
frozen each year, i.e. €100 million in 2009 for the Ministries overall. This amount is then
redistributed on the basis of the results achieved by each Ministry. The indicators and anticipated
performance levels will then be reviewed each year.

Initial assessment of implementation of the Exemplary State circular for 2009

An initial assessment®' was drawn up at the end of 2010. The main results included the following:

All Ministries have submitted an Exemplary Administration Plan, forming the core of future
eco-exemplar actions;

Energy audits: at the end of 2009, 12 Ministries out of 13 had met the objective of launching
energy audits for 40% of buildings; five of them even stated that they had undertaken audits
covering 100% of their occupied property as early as 2009;

All Ministries have acquired an expert fluid-monitoring tool; four Ministries have already
started to use this tool in their buildings;

8 This assessment is available on the website of the Ministry of Sustainable Development at the following address:
http://www.developpement-durable.gouv.fr/spip.php?page=article&id article=18737
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- 2793 vehicles purchased with emissions below 130 grammes of CO, per kilometre (88.6% of

vehicles purchased);

- Data on purchases of paper and printers and energy costs have been collected, constituting
a baseline that will be used to evaluate subsequent progress.

In addition to the flagship instrument provided by the Exemplary State circular and its various
manifestations, other measures have been taken to strengthen State low-carbon management.

Thus, since 2003, under the first National Sustainable Development Strategy (SNDD) 2003-2008,
ADEME has been given the role of resource centre. This role consists in making appropriate
tools, reproducible examples and diverse information concerning eco-responsibility available to
State services and its public establishments and territorial authorities.

ADEME thus designed a guide for eco-responsible administrations®*; national meetings of eco-
responsible administrations and territorial authorities are organised; a Sustainable Development
Club was created for public establishments and undertakings. The first National Sustainable
Development Strategy enabled sustainable development to be integrated into public policies, in
particular through the public purchasing plan (vehicle renewal policy, purchasing guides, etc.)83.

A new National Sustainable Development Strategy 2010-2013 was adopted on 27 July 2010%. It
is based around nine strategic challenges in achieving a green and equitable economy. These
nine challenges include ‘sustainable consumption and production’, and also ‘governance’ and
‘climate change and energy’.

In each Ministry a senior sustainable development officer is responsible for ‘preparing the
contribution of his or her Ministry to the national sustainable development strategy, coordinating
the development of corresponding action plans and monitoring their implementation’ss.

Purchasing guides® have also been drawn up. These guides, primarily aimed at public
purchasers, make recommendations in such varied areas as purchase of office supplies,
maintenance of premises and purchase of workwear. In particular, thematic guides are offered,
specifically aimed at taking account of sustainable development issues in the context of public
purchasing.

8 \www.administrations-ecoresponsables.ademe.fr

8 See assessment, available at the following address: http://www.developpement-durable.gouv.fr/Strategie-nationale-
de.5946.html

8 More details are available at http://www.developpement-durable.gouv.fr’'SNDD-2010-2013-vers-une-economie.html

% Decree No 2003-145 of 21 February 2003 establishing an inter-Ministerial committee for sustainable development

# http://www.economie.gouv.fr/directions_services/daj/marches _publics/oeap/gem/table.html
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The amendments made to the Public Procurement Code in 2004 and 2006 allow public
purchasers to integrate social and environmental criteria into their orders at key stages of the
process.

In addition, in the case of captive fleets, the Public Procurement Code is soon to include a cost of
€30-€40 per tonne of CO,¥ to take account of the lifetime energy and environmental impact of

vehicles purchased; the cost of emission of other pollutants, such as NO,, is also to be included.

Additional clarifications concerning application of the requirements of the ESD
(Directive 2006/32/EC on energy end-use efficiency and energy services) in relation to the
exemplary nature of the State are annexed.

5.2 Strengthening the territorial nature of climate and energy policies

Territorial authorities have been encouraged, since the 2004 National Climate Plan, to develop
territorial climate plans, translating genuine local climate and energy policy to their own areas
of responsibilityss. More than 200 Territorial Climate-Energy Plans (PCET) have now been
developed or are being developed, whether at region, department or major conurbation level.
These plans primarily seek to combat climate change through urban development and planning,
improved energy efficiency of transport and buildings and development of renewable energies.

Grenelle 1 and 2 generalised this initiative and made it mandatory for local authorities with more
than 5000 inhabitants to have an approved Territorial Climate-Energy Plan by
31 December 2012. This Plan is based on production, also mandatory, of an assessment of
greenhouse gas emissions linked to the authority’s assets and exercise of its responsibilities
(see Industry section).

Grenelle 2 (Article 68) also strengthened connection and cohesion between actions at each
territorial level by establishing a new regional strategic reference framework: the Regional
Climate, Air and Energy Schemes (SRCAE) that the regions and the State must produce in
summer 2011. These Schemes, jointly developed by regional prefects and regional council
presidents, set regional and strategic guidelines for reducing greenhouse gas emissions,
combating air pollution, improving air quality, demand-side management, developing renewable
technologies and adapting to climate change. Drawn up in consultation with all local actors, they
specify the contribution to be made by each region and its territories towards achieving France’s
national and international targets, particularly for reducing greenhouse gas emissions and
developing renewable energy branches (wind, photovoltaic, solar thermal, geothermal, hydraulic
and biomass). Territorial Climate-Energy Plans approved between now and 31 December 2012
must be compatible with Regional Climate, Air and Energy Scheme guidelines and targets.

8 Pursuant to European Directive 2009/33/EC on the promotion of clean and energy-efficient road transport vehicles.

® More details regarding Regional Climate, Air and Energy Schemes and Territorial Climate-Energy Plans are available
from the following sites: http://www.developpement-durable.gouv.fr/IMG/pdf/Collectivites territoriales.pdf and
http://www.pcet-ademe.fr/
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The Grenelle laws also strengthened the provisions allowing urban development master-plans
to manage space, resources and energy efficiently by developing levers for demand-side
management, the fight against urban sprawl and promotion of the sustainable city:

- Territorial Cohesion Schemes (SCOT) and Local Urban Development Plans (PLU) must now
take account of Territorial Climate-Energy Plans;

- Territorial Cohesion Schemes and Local Urban Development Plans may specify sectors in
which the opening-up of new areas to urbanisation is subject to a requirement for structures
to meet tougher energy and environmental targets;

- Territorial Cohesion Schemes and Local Urban Development Plans must contain a
retrospective analysis of space consumed and targets for limiting this consumption;

- Territorial Cohesion Schemes and Local Urban Development Plans may set a minimum
building density close to existing or planned public transport and link opening-up to
urbanisation to public transport services;

- Grenelle 2 allows territorial authorities to authorise building outline and density rules to be
exceeded by up to 30% in the case of structures that meet high energy performance criteria
or are supplied by efficient equipment producing renewable energy. They may even be
exceeded by up to 50% in the case of structures that include social housing;

- In addition, notwithstanding any urban development provision to the contrary, building permits
cannot oppose the installation of systems producing renewable energy, other than in
protected sectors and areas designated by the authority. Article R112-2 states that additional
gross floor areas necessary to develop an existing structure in order to improve its thermal or
acoustic insulation are not included in the developed gross surface area of this structure.

Article 8 of Grenelle 1 also states (Article L. 128-4 of the Urban Development Code) that ‘Any
urban planning action or operation, as defined in Article L. 300-1, that is the subject of an impact
study must be the subject of a feasibility study regarding the potential for developing the zone in
terms of renewable energies, and, in particular, the possibility of creating a heating or cooling
system using renewable and recoverable energies, or of linking to an existing one.” This provision
concerns, in particular, Integrated Planning Zones (ZAC).

In order to fight urban sprawl, Amending Finance Law No 2010-1658 of 29 December 2010
introduced a new ‘under-density payment’ section within the Urban Development Code. This
section allows territorial authorities that so wish to set a minimum density threshold below which a
payment is due from those seeking building authorisation. Authorities determine this threshold by
geographical sector and attach an indicative map of this zoning to the Local Urban Development
Plan and, where appropriate, the Land Use Plan. The threshold is set for three years.

The Finance Law also simplified the tax system for urban development. A new ‘planning tax’
(Article L. 331-1 et seq. of the Urban Development Code) now brings together all of the existing
taxes other than the offices fee (redevance bureaux) in lle-de-France and the preventive
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archaeology fee (redevance d’archéologie préventive). Its aim, in that case also, is to promote
efficient use of land and contribute to fighting urban sprawl.

State-Region Project Contracts are a preferred tool to support territorial authorities in
implementing their climate and energy policies: in the context of contracts between the State and
regions (project contracts for the period 2007-2013), the State has made its priority support for
regional climate-energy plans and, through ADEME, is providing €76 million a year to finance
territorial energy actions (energy-saving actions and actions to develop renewable energies). This
support is extended, through the territorial strand of the State-Region Project Contract, by means
of support from the regions for infra-regional climate plans. Regions’ commitment to energy
efficiency notably involves the introduction of local policies to organise, raise awareness of and
support actions to save energy and produce renewable energies, in partnership with the State. In
this context, ADEME, through Territorial Target Contracts (COT), funds territories that wish to
acquire in-house engineering expertise to run Territorial Climate-Energy Plans.

ADEME also offers a training mechanism for territorial authorities, as well as various tools,
including a guide to ‘Constructing and implementing a Territorial Climate-Energy Plan’ and an
online resource centre with a Territorial Climate-Energy Plan observatory. It has also introduced
Cit'ergie labelling aimed at authorities, which, for four years, rewards the quality management
process under the authority’s energy and/or climate policy.

The State and ADEME will also provide a free method of producing an assessment of
greenhouse gas emissions for territorial authorities.

Territorial authorities also have the possibility of profiting from their actions under the Energy
Efficiency Certificate mechanism, introduced by the Programme and Guidance Law on energy
policy of 13 July 2005. This mechanism allows public territorial authorities that undertake energy-
saving actions within their areas of responsibility to receive EECs, which they may resell, thus
financing part of their actions. They are also eligible for the rates for buying electricity produced
from renewable sources (for more details on these two measures, see the Energy section).

Lastly, a number of project calls are aimed at encouraging development of the Sustainable City,
seeking to implement Article 8 of Grenelle 1, which encourages making use of exemplary
operations concerned with ‘sustainable development of territories’ and conurbations by
encouraging the establishment of ‘global programmes for energy, architectural and social
innovations consistent with existing building stock’:

- The aims of the Ecological Neighbourhoods (EcoQuartiers) project call are to ensure
national and international recognition for territorial authorities that have undertaken
exemplary initiatives, to draw attention to the best of them by awarding a specific distinction,
to promote a new way of building and planning, in line with sustainable development
principles, to support existing and future initiatives by creating a ‘working Ecological
Neighbourhood Operating Club’, organised by the Ministry of Sustainable Development. In
2011 a second Ecological Neighbourhood project call was launched by the State on
19 January, with even greater ambitions in terms of project quality. This project call is the
prelude to creating an Ecological Neighbourhood label.
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- The EcoCities (EcoCités) initiative is aimed at major conurbations (more than
100 000 inhabitants) and those growing rapidly (around 50 000 additional inhabitants
between now and 2020), structured in an inter-municipal way (project undertaken in the area
of influence of a public inter-municipal cooperation establishment that is responsible, or is
taking on responsibility, for urban development master-plans) that have a significant project
concerned with sustainable planning and housing. The EcoCities initiative seeks to identify
exemplary strategies for overall urban development (in terms of design, consultation and
implementation). A second EcoCities project call is being developed, scheduled for launch in
spring. Under Future Investments (see Energy section), the Loans and Consignments Fund
manages €1 thousand million devoted to the City of Tomorrow, for which a project call is
underway among the 13 existing EcoCities. A second strand is planned at the end of the year
for future holders of EcoCity status;

- The initiative concerning Reserved Public Transport Routes (TCSP), which aims to support
territorial authorities in developing infrastructures for reserved public transport routes, has led
to the launch of a project call. This project call is directed towards authorities organising
provincial transport that are planning a metro, tram or bus system with a high service value
on which work will begin by 2011 (see Transport section).

160 applica