EX
GOUVERNEMENT

Liberté
Elé

Fraternité







Report on the Environmental Impact of the Central Government Budget — September 2020

General Introduction

This report has been prepared in accordance with Article 179 of the 2020 Budget Act 2019-1479 of
28 December 2019, which stipulates that the government submit to Parliament, as an appendix to the
budget bill, a report on the environmental impact of the budget. It was prepared by the Sustainable
Development Agency (CGDD) of the Ministry for the Ecological and Inclusive Transition and the Budget
Directorate (DB), Tax Policy Directorate (DLF) and Directorate General of the Treasury (DGT), which
report to the Ministry for the Economy, Finance and the Recovery (MEFR).

This document replaces the ecological transition financing report (Financement de la transition
écologique: les instruments économiques, fiscaux et budgétaires au service de I’environnement
et du climat), which resulted from the merger of three budget documents produced pursuant to
Article 206 of the 2019 Budget Act 2018-1317 of 28 December 2018. As a consolidated document, it
provides an exhaustive overview of the resources dedicated to environmental policies.

Part | of this report presents the government’s first-ever environmental budgeting (or “green
budgeting”) exercise, in which the environmental impacts of the budget’s appropriations and tax
expenditures are tagged to evaluate how they measure up against France’s commitments. This
section presents the main results, both on the whole and mission by mission. The tagging is done using
a methodology developed jointly by the Inspectorate General of Finance and the General Council for
Ecology and Sustainable Development (presented in a report entitled Green Budgeting : proposition de
méthode pour une budgétisation environnementale, 25 September 2019).

Part Il summarises and updates some of the information presented last year in the ecological
transition financing report appended to the 2020 budget bill. Using a different methodology than
the environmental budgeting exercise detailed in Part I, this section provides a consolidated view of all
funding directed toward the ecological transition, both public and private.

Part Ill presents an overview of environmentally motivated public resources and tax measures,
using an expanded version of the internationally recognised definition adopted by Eurostat and the
OECD. This section also looks at the impacts of energy taxes on households and businesses, using
models developed by the CGDD.
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PART |
Green Budgeting at the Central Government Level

Introduction

Origins of Green Budgeting
Implementation of green budgeting follows a two-track process.

The process is part of the OECD initiative, the “Paris Collaborative on Green Budgeting,” launched
at the One Planet Summit with France’s support and participation in December 2017. France’s
contribution consists of using “green budgeting” to assess the alignment of the central government
budget with France’s international commitments, and the Paris Agreement in particular. Under the terms
of the Agreement, France made a commitment to reduce its greenhouse gas emissions by 40% by 2030
(compared to the 1990 level), with the aim of achieving carbon neutrality in 2050. France is one of the
first countries to accomplish this innovative task and, with the publication of this report, it is the first
country to conduct such a green tagging exercise of the central government budget.

This novel process is also a response to the demand for more transparent environmental
information expressed by Parliament, civil society and citizens. The great national debate revealed
major expectations for improving access to environmental information and enhancing its usability. This
determination was shared by Parliament, which insisted on the need for better accounting of the
environmental impact of the central government budget.

Objectives

The Joint Taskforce from the Inspectorate General of Finance and the General Council for the
Environment and Sustainable Development set up by the Government submitted its report on green
budgeting in September 2019. The Government then decided to apply the proposed green budget
tagging method to the central government budget, starting with the budget bill for 2021. This report lays
the groundwork by presenting the green tagging of the budget appropriations and tax expenditures in
the 2021 budget bill, revealing which expenditures are favourable, neutral or unfavourable for the
different environmental goals and what share of total central government expenditures they represent.
The third part of this report identifies environmental public resources.

This report marks a major step in improving the usability and transparency of environmental
information. This means it is also a further step towards greater transparency of fiscal information.
France has been a standout in this area since its Constitutional Bylaw on Budget Acts came into force.
Green budget tagging analyses the environmental impact of the central government budget and will
inform law-makers prior to the budget debate. It is destined to become a decision-making tool, in
keeping with the Government’s goal of greening the central government budget.
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A. Green Budgeting Methodology

1. Methodological Principles

For its first “green budget”, the Government applied the methodological fundamentals put
forward in the Joint Taskforce’s report (Green Budgeting: proposition de méthode pour une
budgétisation environnementale, 25 September 2019).

The classification method considers the multidimensional aspect of the environment by identifying the
impact of expenditures on six environmental objectives that were inspired by the European taxonomy

of activities.
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The appropriations, earmarked taxes and tax expenditures for each mission under the central
government budget were analysed and tagged using the classification for presenting appropriations
by action and sub-action, where appropriate.

A coloured tag is attributed for each of the environmental objectives in accordance with the
scoring system below.

Favourable expenditures: this category covers three types of expenditure:

- environmentally targeted expenditures or expenditures contributing directly to the
production of an environmental good or service (green activity);

- expenditures with no explicit environmental target, but with an indirect positive
impact;

- favourable but controversial expenditures with favourable short-term effects but a
potential technology lock-in risk in the long term.

Neutral expenditures: expenditures with no significant impact on the
environment; no information or insufficiently substantiated information to
determine a favourable or unfavourable effect on the environment.

Unfavourable expenditures: expenditures causing direct harm to the environment or
creating incentives for environmentally harmful behaviour.

Green budget tagging is a new means of assessing policies. It is helpful because it reveals the
complexity of such assessments, which depend on the goals. These goals may be more or less
explicit and sometimes contradictory. The findings also depend on the timeframe of the
assessment.

This means that tagging an expenditure as unfavourable is not enough to conclude that said
expenditure needs to be eliminated; it may be a response to the requirements of another policy
deemed to be a priority, such as public safety, balanced local development, equitable access to public
services, or the availability of basic necessities. The value of green budget tagging is that it highlights
such priorities, raises questions about the right policy tools and, if environmentally unfavourable
expenditures need to be maintained, it may lead to efforts to mitigate their impact.

At the same time, some expenditures may be tagged as mixed, with favourable and unfavourable
impacts on different objectives, when considered solely in terms of environmental policy goals. In
most cases, these are investment expenditures that have a favourable impact in the medium term with
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regard to climate goals, even though construction may harm the environment in the short term. This is
the case for major mass transport infrastructure projects, for example.

In order to classify each expenditure, a counterfactual scenario, meaning a theoretical situation
where the expenditure is not made, has been defined to distinguish actions that have
significantly different outcomes. Following in the footsteps of the Joint Taskforce, the interministerial
working group responsible for applying the methodology to expenditures identified in the budget bill
estimated the environmental impact of expenditures using existing budget documents and research
(such as research by the General Commission for Sustainable Development, inspectors’ reports and
social and economic assessments of infrastructure projects). In some cases, the lack of a scientific
consensus or available assessment data that are both comprehensive and up to date means that some
expenditures have been classified as neutral for the time being. This is the case for expenditures on
computerisation of public services, investment expenditure on the high-speed broadband plan or
expenditures funded out of the earmarked account for “Government Property Management”.

2. Scope of Green Budget Tagging

The scope of the budget appropriations and earmarked taxes is the same as the one used for
the Total Central Government Expenditure Target (ODETE) in order to be consistent with the figures
presented in the Budget Bill. These expenditures stand at €488.4bn in the 2021 Budget Bill in nominal
terms. This is a broader scope than that stipulated in Article 179 (6) of the 2020 Budget Act, which called
for assessment of the environmental impact of general budget expenditures. By applying the broader
scope, the Government goes above and beyond the legal requirements for the very first green budget
tagging exercise.

Box 1 — Spotlight on the Total Central Government Expenditures Target
(ODETE)

The Total Central Government Expenditures Target stands at €488.4bn in the
2021 Budget Bill. This total includes the expenditures governed by the
discretionary expenditures rule! (€290.1bn in the 2021 Budget Bill in nominal
terms) and the levies on revenue paid to the European Union and transfers
to local governments. The latter include levies on revenue paid to local
governments, earmarked accounts for local governments and the VAT revenue
appropriated to region governments. The target also covers expenditures
under the Invest for the Future Programme (PIA), along with expenditures on
debt service, debt reduction and pensions (Policy Programmes 741 and 742),
and other earmarked accounts. Expenditures for the “Emergency Health Crisis
Plan” mission established in 2020 are also covered by the target. As of 2021,
the scope of the target also includes the “Recovery Plan” mission.
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Some budget programmes, primarily special appropriation accounts for financial transactions (such as
loans), are excluded from the scope of Total Central Government Expenditures?, which means they are
not subject to green budget tagging. This means that central government equity holdings and
guarantees are not tagged.

In contrast to the analysis of the general budget missions by the Joint Taskforce, the analysis of Total
Central Government Expenditures leads to the tagging of new expenditures, including levies on
revenues paid to the European Union and to local governments, along with earmarked taxes, which
have been included under the discretionary expenditures rule. On the other hand, some of the
expenditures identified by the Joint Taskforce have not been considered in the same way. With
regard to central government agencies, only funds that pass through the central government
budget, meaning subsidies for public service obligations and earmarked taxes, have been tagged,
whereas the Joint Taskforce’s plan of work made it possible to tag some of the agencies’ final
expenditures.

All 475 tax expenditures have been tagged. These expenditures came to €85.9bn. Only tax
expenditures with non-neutral environmental impacts have “Mission Scorecards” (see below).
There were 107 such tax expenditures representing a total of €11.0bn. Such tax expenditures are
different from environmental public resources (see Part Ill), which comes from taxes where one or more
of the parameters (taxable goods and services, assessment procedures, taxable population) relate
specifically and directly to one or more of the six environmental objectives cited above (e.g. royalties for
use of government property or revenue from carbon quota auctions).

Furthermore, some of the tax arrangements that the Joint Taskforce counted as tax expenditures
do not really correspond to that category because they do not constitute deviations from
standard tax rules. Therefore, they are not included within the scope of “green budgeting”. The
Joint Taskforce recognised the tax differentials on energy products, such as the differential between
diesel oil and petrol taxes, which are not dependent on each other, or the exemption from the domestic
tax on energy products for aviation fuel (except for private aircraft). These tax differentials are not tax
expenditures, since different tax rates for different categories of products are consistent with standard
tax rules and it is impossible to determine the appropriate level at which they should be counted as tax
expenditures.

1 The excluded special appropriation accounts are: Contribution on property transfers to reduce central government
debt (Policy Programme 721); Central government equity holdings; Pensions (Policy Programme 743); Road traffic
and parking regulation (share appropriated to reduce central government debt); International monetary agreements;
Advances to various central government agencies or bodies managing public services; Advances to local
governments; Loans to foreign countries; Loans and advances to private individuals and organisations; Renewal of
hydroelectric concessions; Hedging central government financial risks; Central government debt and cash
management; Launch of certain aeronautical materiel and certain complex weapons and materiel; Commercial
activities on government property; Financial support for foreign trade; Central government and military supplies of
oil products and related goods and services; Industrial operations of central government aeronautics facilities;
Prison canteens and labour; Prison industry agency; Mint; Transactions with the International Monetary Fund;
Currency translation gains and losses.

10
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3. Methodological Conventions

The details about the methodological conventions adopted when classifying budget and tax
expenditures in the 2021 Budget Bill are as follows.

Some of these conventions were already put forward by the Joint Taskforce and have been adopted
here.

- Expenditures that have an impact on income only are considered neutral. This means that
social transfers to households, which account for a large share of the central government
budget, have been deemed neutral. On the other hand, tax arrangements aimed at influencing
households’ behaviour and changing their environmental footprint have been green tagged. An
example is the reduced VAT rate of 5.5% on energy efficiency improvements.

- General transfers to businesses with no environmental requirements have been
classified as neutral. This is the case for the Research Tax Credit, for example. This does not
mean that this tax expenditure does not ultimately finance some projects that have an impact
on the environment. On the other hand, tax arrangements aimed at influencing businesses’
behaviour and changing their environmental footprint have been green tagged (e.g. reduced
rates of domestic tax on petroleum products for certain business sectors).

- Payroll expenditure has also been classified as neutral. An exception is made for the payroll
expenditures of agencies and administrative authorities with explicit environmental objectives,
which are tagged as favourable for the objective in question. This primarily concerns some
payroll expenditures under Policy Programme 217 “Conduct and Oversight of Ecology, and
Sustainable Development and Mobility Policies”, under the responsibility of the Ministry for
Ecological Transition, along with some payroll expenditures under Policy Programme 206 “Food
Safety and Quality” and Policy Programme 161 “Civil Security”.

- Levies on revenues paid to the European Union and local governments, and
unconditional grants, were also classified as neutral in 2021. More accurate green budget
tagging calls for consideration of final expenditures and definition of conventions for calculating
the distribution and use of financial support from the central government budget. Methodological
work with a view to upcoming green budgeting exercises will start on the basis of the European
Commission’s future work to refine the application of climate coefficients and the analysis of the
expenditures of certain European funds, and then to monitor expenditures that are favourable
for air quality starting in 2022 (see Box 8, “Environmental Impact of the European Union
Budget”).

- A set percentage of budget and tax expenditures supporting construction of new housing
is tagged as unfavourable, as proposed by the Joint Taskforce. A “land take” share is defined
to account for the unfavourable impact of expenditures on new housing in terms of loss
of land to soil sealing, which is unfavourable for “Protection of Natural Areas”. This is a
preliminary assessment method that could be revised in future green budgets. The unfavourable
impact has been attenuated by recent changes to tax incentives for new housing construction,
which will focus more on multi-family dwellings in 2021 (“Pinel” scheme). An unfavourable green
tag is also attributed for the Climate Change Mitigation Objective to account for the emissions
from new construction, along with the emissions linked to land take itself, which releases carbon
trapped in the soil, and the emissions generated by the resulting travel, which are deemed to
be greater than the emissions prevented by energy efficiency improvements. However, the

11
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impact on climate change mitigation will also be attenuated by the greater environmental
efficiency of new buildings, especially after the new 2020 environmental regulation come into
force. On the other hand, the “non-land take” share, which means the remainder, is tagged
as neutral for all the other objectives.

The “land take” share for each incentive differs depending on the type of operation
financed (e.g. 35% for zero-interest loans, 20% for most tax expenditures to finance multi-family
dwellings), depending on the type of housing being financed (single-family, multi-family), and
based on the report by the General Commission for Sustainable Development and the Data and
Statistical Research Department (2017). The Joint Taskforce had already used this report,
which provides average land take shares for each type of building.

- In keeping with the methodological convention followed by the Joint Taskforce, expenditures
on support for the nuclear industry, including research expenditures, are tagged as
favourable for climate change mitigation, but unfavourable for waste management. On the other
hand, research targeting improved nuclear waste management or the dismantling of power
plants is tagged as favourable for waste management, especially the expenditures on “long-
term nuclear costs of Atomic Energy Commission facilities” and the subsidy paid to the
Radiation Protection and Nuclear Safety Institute, which is responsible for supervision of nuclear
materials and protection of nuclear facilities.

Further methodological conventions had to be developed to adapt the green budgeting exercise
to the actual presentation of the budget. Generally speaking, the principle of prudence governed this
preliminary green budgeting exercise. Expenditures were tagged as neutral when there were no
sufficiently accurate or explicit data on their favourable or unfavourable impact.

- The central government agencies subjected to green budget tagging are those funded
out of the central government budget via subsidies for public service obligations, transfers
and earmarked taxes. This scope corresponds to that of the green budget stipulated in
Article 179 of the 2020 Initial Budget Act and, more generally, to the scope of the data on the
agencies included in the reports appended to the Budget Bill. It is also based on technical
reasons, such as the timeline for adopting the agencies’ initial budgets, which are not available
when the Budget Bill is presented to Parliament, and the risk of double counting arising from
the consolidation of all of certain agencies’ funding and reciprocal payments between agencies.
This convention also means that the amounts presented are consistent with those presented in
the Budget Bill and in the Annual Performance Plans (PAPS).

- Ministries’ ordinary operating and investment expenditures (travel, equipment, IT, food,
social policies, etc.) have been tagged as neutral for the preliminary green budgeting
exercise because it is difficult to identify them in the presentation of budget
appropriations by purpose. The benchmark budget model does not make it possible for
operating expenditures that are not deemed to be environmentally neutral, such as expenditures
on fuel-oil, to be isolated in the dedicated policies or sub-policies. It should be noted that this
convention means that the fuel expenditures of Ministries for Defence and for the Interior, which
are the exceptions that can be identified in the budget model, have to be tagged as neutral for
the sake of uniformity. The outturn data from 2019 are presented in this report nonetheless and
they provide a good idea of the orders of magnitude (see Box 4 “Temporary Green Budget
Tagging of Ordinary Operating Expenditures as Neutral”), but they are not included in the
aggregate data.

12
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With regard to central government expenditures on property, it was possible to tag
expenditures on renovation of administrative buildings (Policy Programme 348), but the
information currently available cannot be used to determine the environmental impact of
expenditures funded by the support programmes of the ministries and the earmarked account
for “Government Property Management”. However, some of the groundwork was laid for future
green budgeting exercises to identify the actual sums that each ministry spends on improving
insulation or energy efficiency. A separate methodology was used for the energy efficiency
expenditures under the recovery plan. These expenditures were not tagged as neutral, given
their objective (see Spotlight on “Green Tagging the Recovery Plan”).

For lack of any consensus on the environmental impact of computerisation at this point,
expenditures on computerisation of services and processes, such as the roll-out of e-
documents, or the construction of new networks, including the “High-Speed Broadband
Plan”, have been tagged as neutral. In the future, research into the environmental impact of
computerisation will help refine this exercise and lead to a review of this convention if necessary.

Military and domestic security resources have been tagged as neutral. The methodology
for green budget tagging of these sovereign missions needs further development. The
counterfactual scenario cannot be no expenditures on these missions, and yet spending on
equipment and supplies is bound to have an unfavourable impact on the Climate Obijective.
Therefore, this topic will be developed further in a future green budgeting exercise.

An ad hoc treatment was adopted for the research mission. Green budget tagging of actions
and sub-actions did not seem very relevant for Policy Programmes 150 and 172. These primarily
concern subsidies for various research agencies that are usually divided up between different
research projects. This means that a single action may cover portions of subsidies to several
different research agencies. To make it easier to interpret the “Research” Mission Scorecard,
the model for presenting the action has been replaced by a model based on green budget
tagging of the public service subsidies attributed to each research agency.

The green budget tagging of reduced rates for electricity-intensive industries does not use the
same analysis as the Joint Taskforce. The reduced electricity prices for electricity-intensive
industries were tagged as neutral for the following reasons. First, by reducing electricity prices,
this tax expenditure enhances policy incentives for electrification of industrial processes,
thereby reducing the carbon footprint compared to processes relying on fossil fuels. Second, by
maintaining some tax on electricity consumption, it also provides an incentive for more efficient
energy use.

Furthermore, in the absence of such arrangements to reduce the cost of electricity, which is one
of the main factors of competitiveness in electricity-intensive industries, production might be
moved offshore to countries such as China, where electricity is less expensive but generally
produces more carbon emissions. This reasoning considers the indirect impact of the measure.
On the other hand, the risk of carbon leaks is not considered in the case of reduced rates on
fossil fuels for energy-intensive industries, since the purpose of the tax expenditure is
significantly broader than the sole issue of preventing production from moving offshore.

13



Report on the Environmental Impact of the Central Government Budget — September 2020

Ultimately, the green tagging methodology for the central government budget follows a set of
conventions. Some of these conventions are prudential or provisional pending further research.
The methodology also relies on the presentation of the central government budget by purpose,
which means that an action tagged as neutral may have contradictory environmental impacts.
These are some of the reasons for the large share of expenditures tagged as neutral.

The quality of green budget tagging is also bound to be enhanced by the input from Parliament
and other stakeholders, think-tanks, agencies and institutions specialised in environmental
issues.

Changes in the make-up of government expenditure itself could also lead to a review of the green
tagging of certain actions, as is the case for environmental requirements attached to certain
measures.

Therefore, the findings of this first “green budget” need to be considered in light of these
methodological caveats, and as one step in a process of constant improvement from year to
year.

14
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B. Summary of Green Tagging of the 2021 Central Government
Budget (Expenditures Covered by the Total Central
Government Expenditures Target (ODETE))

1. Aggregated Findings by Expenditure Category

The expenditures covered by the Total Central Government Expenditures Target (ODETE) set out in
the 2021 Budget Bill stand at €488.4bn. The expenditures in that total that have an environmental
impact came to nearly €41.8bn, or €52.8bn if we include tax expenditures, out of a total of €574.2bn
in tagged budget and tax expenditures.

The completely neutral budget appropriations came to €446.6bn, accounting for 91% of the expenditures
covered by the Total Central Government Expenditures Target.

The expenditures that have an environmental impact need to be broken down into three categories:

First, “green” expenditures, meaning expenditures that are favourable for the environment with
regard to at least one environmental objective, without being unfavourable to any of the others.
Such expenditures come to €38.1bn in the 2021 Budget Bill, compared to €29.6bn under the Initial
Budget Act for 2020, marking an increase of 29%. In addition to the appropriations made under the
Recovery Plan (see “Green Tagging the Recovery Plan” below), which should amount to €6.6bn in the
2021 Budget Bill, the budget appropriations that are favourable for the environment mainly concern:

- expenditures on the development of renewable energy sources (€6.9bn in the 2021 Budget Bill,
or €1.6bn more than in the 2020 Initial Budget Act);

- a share of Official Development Assistance (€1.9bn, stemming from the sharp increase in
appropriations for ODA in 2021, as well as the growing share of ODA appropriations funding
expenditures that are favourable for the environment;

- earmarked taxes for water agencies (€2.2bn);

- expenditures to support energy transition and, more particularly, the energy efficiency bonus
(€0.8bn, excluding expenditures under the “Recovery Plan” mission);

- the share of earmarked taxes for the Financing Agency for Transport Infrastructures directed to
the most environmentally friendly projects (€0.8bn), including rail and mass transport projects;

- the subsidy for public service obligations paid to the Environment and Energy Management
Agency (€0.6bn);

- grants for the purchase of green vehicles (€0.5bn);

- expenditures on sustainable agriculture (€0.4bn, excluding expenditures under the “Recovery
Plan” mission)

- expenditures on inland waterways (€0.4bn).

Tax expenditures accounted for €3.4bn in “green” expenditures. The largest of these expenditures
concern the reduced VAT rate of 5.5% for energy efficiency improvements (€1.2bn); tax breaks on
existing housing stock (€0.3bn); reduced rate of the domestic consumption tax on natural gas (€0.2bn)
and on electricity used for mass transport (€0.2bn).

The next category concerns €4.7bn in “mixed” expenditures, which are favourable for the
environment with regard to at least one of the objectives, but have negative effects for one or
more other objectives. This figure has not changed compared to the 2020 Initial Budget Act. This
category mainly concerns expenditures on transport infrastructure financed out of the general budget or
by agencies and cost-sharing contributions under Policy Programme 203 “Transport Infrastructures and
Services” and expenditures on nuclear research (€4.2bn). This includes earmarked taxes for major
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infrastructure projects, such as the Société du Grand Paris (€0.8bn in the 2021 Budget Bill) or the share
of tax revenue earmarked for the Financing Agency for Transport Infrastructures for major rail and
waterway projects, such as the Seine-Nord Europe Canal (totalling €0.5bn in the 2021 Budget Bill).
These projects cause land take and produce waste, but they are also favourable for the reduction of
greenhouse gas emissions in the medium term and promote means of transport that produce less
pollution. Investment expenditures for rail transport stand at €2.5bn.

This brings the 2021 expenditures that are favourable for at least one environmental objective
up to €42.8bn.

The last category concerns €10.0bn in 2021 expenditures with an unfavourable impact on at least
one of the environmental objectives with no favourable impact on any of the others, compared
to €11.1bn in the 2020 Initial Budget Act. This category mainly concerns tax expenditures (€7.2bn),
such as exemptions or reduced rates for domestic taxes on the consumption of motor fuels (€5.1bn) or
else tax breaks on new housing stock, which accounts for some land take (€0.5bn). In budget matters,
a distinction is made between expenditures to support energy production in areas that are not connected
to the national grid (€1.5bn) or investment expenditures for aviation financed out of the specific budget
for “Aviation Control and Operations” (€0.3bn).
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Summary of the “Green Budget Tagging” of the Central
Government Budget
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Box 2 — 2020 Initial Budget Act vs 2021 Budget Bill

Main Changes in Favourable, Mixed and Unfavourable Expenditures

When we apply the same method used for the 2021 Budget Bill, we find that the total
non-neutral expenditures in the 2020 Initial Budget Act stood at €45.2bn, including:

€29.6bn in “green” expenditures, completely favourable for the environment;

€4.7bn in “mixed” expenditures, which are favourable for one environmental
objective but unfavourable for another objective;

€11.0bn in expenditures that are unfavourable for one or more objectives,
without being favourable for any of the others.

Total non-neutral expenditures in the 2021 Budget Bill, which includes €22.0bn in
“Recovery Plan” expenditures, stand at €52.8bn, including:

€38.1bn in “green” expenditures, which are completely favourable for the
environment, representing an increase of 29% compared to the 2020 Initial
Budget Act. Most of the increase stems from the implementation of the
Recovery Plan (€6.6bn more favourable expenditures as part of the “Recovery
Plan” mission in the 2021 Budget Bill), more funds for Official Development
Assistance and larger appropriations for renewable energy sources.

€4.7bn in “mixed” expenditures, which are favourable for one environmental
objective and unfavourable for another objective. This figure is unchanged
compared to the 2020 Initial Budget Act.

€10.0bn in expenditures that are unfavourable for the environment with
no favourable effects for any of the other objectives. This is down by 9%
compared to the 2020 Initial Budget Act and the change stems mainly from a
decrease in tax expenditures.
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Box 3 — Environmental Impact of Emergency Measures
in the Supplementary Budget Acts Passed in 2020

Three Supplementary Budget Acts were passed in 2020 to cope with the health crisis
and to mitigate the economic and social impact of the crisis. Even though the
appropriations made in the Supplementary Budget Acts were not green budget
tagged, with the exception of measures maintained in the 2021 Budget Bill,
some of these appropriations have an environmental component or an impact
on the environmental objectives. This is mainly the case for appropriations made
or increased under the third Supplementary Budget Act, since the measures in the
first two Acts focused on responding to the pandemic and maintaining employment
with the short-time working scheme and the solidarity fund for businesses. Green
budgeting methodology tags these expenditures as neutral.

The third Supplementary Budget Act implemented specific support plans for
civil aviation and the automotive industry. In addition to providing capital support,
both plans had an environmental component:

- The support plan for the civil aviation sector (with €630m financed out of
the earmarked account “Central Government Equity Holdings”) includes
environmental requirements. The leading players in the sector have signed
a social and ecological responsibility charter that commits the entire industry
to the shared goal of reducing its carbon footprint. This includes a
commitment to make an accurate assessment of the carbon footprint of
the industry as a whole and to endeavour to reduce it, by optimising
suppliers’ production processes all along the value chain, or else by investing
in “green” aircraft. In addition to the funding from the earmarked account, the
plan also has a component that supports research and development, which
should help mitigate the industry’s environmental impact. The central
government support plan for Air-France-KLM (€7bn) announced in April 2020
also includes environmental requirements. Air France has committed to a
50% reduction in CO2 emissions from its domestic flights by 2024 to be
achieved through rationalisation of its flights and efforts by industry players to
increase the use of alternative sustainable fuels.

- Thesupport plan for the automotive industry also has an environmental
component. This consists of a commitment from the industry, particularly
from automakers and parts makers to shift their product ranges to meet the
objectives set out in European Regulations on reducing CO2 emissions, with
a big push to bring hybrid and electric vehicles to the market.
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On the other hand, some of the central government measures to support local
investment expenditures, which account for nearly 60% of total general
government investment, ensure that more consideration is given to
environmental issues in the projects funded, particularly in the case of transport
and local development projects. The third Supplementary Budget Act
included €1bn in commitment authorisations for extraordinary investment
grants to municipalities. These appropriations will be directed in particular to
the renovation of public property and ecological transition.
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2. Aggregate Green Budget Tagging for Each Environmental Objective

€ millions Climate Climate Pollution Biodiversity

Mitigation Adaptation

Favourable expenditures ‘ 37,030 28,317 17,936 15,537 30,154 11,030
Neutral expenditures 527,534 543,615 552,837 553,478 536,565 558,214
Unfavourable expenditures. 9,644 2,276 3,436 5,193 7,488 4,965

Total Central Government Expenditures (ODETE) includes €37bn in expenditures favourable for the
Climate Change Mitigation Objective, which mainly concern expenditures on renewable energy
sources (€6.6bn) and appropriations for the Recovery Plan (€6.6bn). On the other hand, more than
€9.6bn in expenditures that are unfavourable for the fight against greenhouse gas emissions were found,
with solidarity expenditures on areas off the national grid (€1.5bn) and exemptions from domestic taxes
on the consumption of energy products in France’s overseas territories (€1.7bn) accounting for a large
share. This is the objective with the largest favourable and unfavourable expenditures.

Relatively small amounts of expenditures have been tagged as unfavourable for water resource
management. The unfavourable expenditures came to €3.4bn, including support for rail through SNCF
Réseau and subsidies for press distribution. In contrast expenditures that are favourable for this
objective stand at €17.9bn. The latter include €2.2bn in taxes earmarked for the water agencies.

The expenditures tagged as favourable for the Waste Management and Circular Economy Objective
stand at €15.5bn, including expenditures on renewable energy sources. The main expenditures that are
unfavourable for this environmental objective are expenditures on rail transport (€2.5bn).

The expenditures tagged as favourable for the Pollution Objective stand at €30.2bn, including support
for purchases of green vehicles (€0.5bn, excluding measures under the Recovery Plan). The main
expenditures that are unfavourable for this environmental objective are tax expenditures on exemptions
from the domestic tax on the consumption of energy products.

The expenditures tagged as favourable for Conserving Biodiversity and Protecting Natural Areas
stand at €11.0bn. These include support for more sustainable agriculture (€0.4bn, excluding measures
under the Recovery Plan). The main expenditures that are unfavourable for this environmental objective
are expenditures on transport infrastructures (€2.5bn in support for rail) and tax expenditures on new
housing stock (€0.8bn).
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Spotlight on Green Tagging the Recovery Plan

In addition to green tagging the appropriations in the 2021 Budget Bill for the “Recovery Plan”, the
environmental impact of the “France Relance” recovery plan was analysed using the green budgeting
methodology.

This green tagging exercise revealed that of the €100bn in expenditures announced, €32bn of the
expenditures under the plan have been tagged as favourable for at least one of the environmental
objectives.

The expenditures tagged as favourable for one or more of the environmental objectives include
€5.2bn that have an unfavourable impact for one or more other environmental objectives (“mixed”
expenditures). Most such expenditures concern appropriations for new transport infrastructures,
particularly rail.

Total “France Relance” Recovery Plan: €100bn

NB: the expenditures tagged in this exercise are those under the Recovery Plan as they are presented
in the Press Kit of 3 September 2020. They include all expenditures under the Plan, including those to
be made after 2021. Central government expenditures, which will be presented in the Budget Bill for
each year, account for only part of the expenditures under the Recovery Plan. The social security
administration and entities outside of the general government sector (Bpifrance and Caisse des Dépots
et Consignations) will also fund recovery measures. Therefore, these expenditures are not the same
as those under the “Recovery” mission in the 2021 Budget Bill, which are the subject of a separate
Mission Scorecard in accordance with the methodology and the counterfactual scenario.

m Favourable expenditures
m Mixed expenditures

= Neutral expenditures
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Breakdown of “Green” Expenditures under the Recovery Plan

(Expenditures that are favourable for at least one of the environmental objectives)

Cohesion

O\ €2.5bn
tiveness

m

Biodiversity
€1.25bn

Decarbonisatio

of industry
\€J\;12bn
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Expenditures with a favourable impact on the environment include expenditures on renovations
to improve the energy efficiency of buildings in particular. These expenditures also help to boost
the renovation industry. The Recovery Plan includes more than €7bn in expenditures on renovating
government buildings, along with appropriations outside of the Ecology Objective that are directed to
cultural institutions (particularly architecture schools) and healthcare institutions (hospitals, eldercare
facilities).

Under the Green Technology Objective, expenditures mainly fund development of a green hydrogen
industry (€2bn over the period), innovation to decarbonise the aeronautical and automotive industries
(€1.5bn) and investment in innovative industries serving key energy transition markets (€3.2bn), such
as recycling and reuse of recycled materials or biosourced products.

Under the Green Infrastructures and Mobility Objective, more than €8.5bn in expenditures has a
favourable impact on the environment. This sum includes subsidies for the purchase of green vehicles
as part of the Automobile Plan (€1.9bn), which finance the enhancement of the car-scrapping bonus
and the automobile bonus under the Recovery Plan, along with the installation of electric vehicle
charging stations. The Recovery Plan also includes financing for commuter transport actions (€1.2b),
including the implementation of the “Bike Plan” and investment in mass transport. These measures are
tagged as favourable for the Climate Change Mitigation and Pollution Objectives.

On the other hand, investment expenditures on new infrastructures are tagged as favourable for
one or more environmental objectives, while having an unfavourable impact for others. These
expenditures go to speeding up work on transport infrastructures, for example the rail line between
Lyons and Turin, and expenditures to support rail transport (rail freight; branch lines). For the purposes
of the methodology used, investment expenditures on new infrastructures are considered to be positive
for the Climate Objective because they reduce the carbon footprint of mobility and transport in the
medium term, but, in the short term, infrastructure construction work generates waste and has a negative
impact on biodiversity through encroachment on natural areas (this convention does not apply to
modernisation and security improvements of existing infrastructures). Expenditures on modernising the
national road network were tagged as neutral for the environment, in keeping with the methodology used
for projects involving renovation and safety improvements to existing roads, but not for projects to
expand the network. An analysis of the outturn data will help refine green budget tagging exercises in
future years.

Expenditures under the Biodiversity and Land Conservation Objective will fund urban densification
and renewal, including the repurposing and clean-up of old industrial sites and support for municipalities
restraining land take. They will also fund renovation of water supply and sanitation systems and support
for agricultural transition (planting hedges, local food projects, short distribution channels). These
measures are tagged as favourable for the Biodiversity Objective, but also have collateral benefits for
the Climate Change Mitigation and Adaptation Objectives.
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Green Tagging in Detail

Recovery Plan Measures

Renovation of government

buildings

Energy efficiency
improvements and major
renovations of low-rent

housing
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0.5
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0.65

0.3
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Accelerating agricultural

N 0.4 Favourable
transition
National plant protein strategy 0.1 Favourable
Livestock: modernisation,
food safety and animal 0 Favourable
welfare
Renewal and development of
. ) 0.25 Favourable
agricultural equipment
Helping forests adapt to
) 0.2 Favourable
climate change
Strengthening fishing and fish
o ) 0.05 Favourable
farming industries
Greening ports 0.2 Favourable
Resilience of electricity grids 0.05 Favourable
Facilitating green commuting
) 1.2 Favourable
(Bike Plan, mass transport)
Rail 4.7 Mixed
Speeding up construction of )
. 0.525 Mixed
transport infrastructures
Subsidies for green vehicle
purchases under the 1.9 Favourable
Automobile Plan
Greening government
] 0.165 Favourable
vehicles
Developing a green hydrogen
_ ) 2 Favourable
industry in France
Support for the nuclear
) 0.2 Favourable
industry
Support plans for the
aeronautical and automotive 15 Favourable
industries
Bpifrance’s new “Climate”
25 Favourable

products
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Key ecological transition

3.4 Favourable
markets
“Competitiveness” Objective
Security of critical supplies 0.05 Favourable
Support for industries, 0.18 Favourable
renovation of heritage sites
(amounts spent on energy
efficiency improvements of
buildings)
“Cohesion” Objective
Local volunteering schemes for ~ 0.008 Favourable
“green” undertakings
R&D Stimulus Strategy — 0.092 Favourable
National Research Agency
Renovation of buildings 1 Favourable
Support for local governments 1 Favourable
(Green Local Investment
Grants)
Local Government Bank 0.18 Favourable
Recovery Plan
Renovation of city-centre retail 0.15 Favourable
businesses
Support fund for new 0.05 Favourable
sustainable tourism projects
Modernisation of the national 0.35 Neutral

road network and strengthening
bridges
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C. Green Tagging of Government Expenditures by Mission (2021
Budget Bill)

1. Environmental Impact Summary by Mission

Methodological explanation about tax expenditures:

* The cost shown is not the total cost of the tax expenditure. A set percentage is applied to account for
the “land take” share of expenditures on new housing.

If the 2021 figure is not available because it has not been quantified, the cost shown is the most recent
known cost from 2019 or 2020.
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EXTERNAL AFFAIRS

Ministry for Europe and Foreign Affairs

Resources in 2021

Budget appropriations: €2.78bn
Earmarked taxes: €0.0bn
Tax expenditures: €0.0bn

Green Budget Tagging

Budget appropriations: :
Favourable: €0.02bn
Mixed: —
Unfavourable: —
Neutral: €2.76bn

The environmental impact of the “External Affairs” mission is mainly neutral. The only appropriations
tagged as favourable for all environmental objectives are those for foreign policy actions relating to
sustainable development and fighting climate change, along with international contributions towards
attaining environmental objectives (€19.3m in the 2021 Budget Bill).

Green Tagging in Detalil

P
c o
o =
S 3
Q.
Ig) % >
2 < G
e e 53
- EEEE 3
Budget appropriations 2021 BB G G 22 & @ Classification
105 International contributions towards attaining environmental €16.1m © © ® © © © Favourable
objectives
185 Sustainable Development Goals €32m @ @ © © @ © Favourable
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AGRICULTURE, FOOD, FORESTS AND RURAL AFFAIRS and
EARMARKED ACCOUNT FOR AGRICULTURAL AND RURAL
DEVELOPMENT

Ministry for Agriculture and Food

Resources in 2021

Budget appropriations: €2.85bn
Earmarked taxes: €0.41bn
Tax expenditures: €2.25bn

Green Tagging

‘ Budget appropriations and earmarked taxes:
Favourable: €1.33bn
Mixed: —
Unfavourable: —

Neutral: €1.93bn

% Tax expenditures:

Favourable: €0.29bn
Mixed: €0.14bn
Unfavourable: €1.42bn
Neutral: €0.39bn

Some 58% of the appropriations for the “agriculture, food, forests and rural affairs” mission have an
environmental impact. The appropriations, earmarked taxes and tax expenditures with a favourable
environmental impact (€1.63bn in the 2021 Budget Bill) are primarily for preserving the biodiversity of
crops and supporting the ecological transition of agriculture, including more environmentally friendly
production methods. This category mainly covers measures to promote sustainable forest management
(€0.3bn in the 2021 Budget Bill) and measures to promote balanced and sustainable land management
(€0.4bn in the 2021 Budget Bill). The latter action finances support for agricultural transition, such as
agri-environmental and climate measures to offset the added costs of environmentally friendly practices
and to support organic farming. Several tax expenditures, such as the exemption from property tax on
unbuilt land used for farming (€107m) and the tax credit for agricultural businesses using organic
production methods (€61m) also promote environmentally friendly actions and practices. However, in
absolute terms, tax expenditures relating to this mission are mainly tagged as unfavourable for the
environment because of the unfavourable impact of the reduced rate that farm operators pay for the
domestic tax on the consumption of energy products (€1.4bn in the 2021 Budget Bill).
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Green Tagging in Detalil
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Budget appropriations 2021 BB 0 G 22 & @ Classification
Balanced and sustainable local management €447.9m Favourable
Implementation of the policy on food health and safety €244.0m Favourable
Sustainable forest management and development of the €251.8m Favourable
wood industry
Animal health and protection €112.7m Favourable
Cross-cutting actions €81.1m Favourable
Plant health, quality and protection €35.9m Favourable
Disposal of animal carcasses and by-products €4.0m Favourable
Applied research and innovation €65.6m Favourable
Development and transfer €60.0m Favourable
Support mission €0.3m Favourable
Support mission €0.1m Favourable
Earmarked Taxes
Annual tax for the assessment and regulation of the release €15.0m Favourable
of plant protection products and additives
Annual tax on authorisations of veterinary medicines and €4.5m Favourable
authorisations of veterinary pharmaceutical institutions
Sales tax on plant protection products granted marketing €4.2m Favourable
authorisation
Tax on applications relating to veterinary medicines or €4.0m Favourable
veterinary pharmaceutical institutions
Veterinary inspection fee (financing for issuance of €2.0m Favourable
certificates and documents)
Tax Expenditures
Income tax reduction for investment and insurance €5m Favourable
premiums relating to wood and forests up until 31
December 2020
Tax reduction for membership fees paid to authorised € Favourable

industry associations dedicated to forest fire prevention
work in listed forests

31



Report on the Environmental Impact of the Central Government Budget — September 2020

Income tax credit for forestry work and compensation paid
for the execution of wood and forest management contracts
up until 31 December 2020.

Tax exemption for interest received on deposits on forest
insurance savings accounts opened on or before 31
December 2013

Tax credit for agricultural businesses using organic
production methods

One-off depreciation of 50% of sums paid to subscribe
shares in forestry savings companies

Partial exemption for woods and forests, shares in Forestry
Groupings, rural properties let under long-term leases and
shares in agricultural land groupings (GFA)

Partial exemption from transfer taxes for lands and forests,
sums deposited on forestry and insurance investment
accounts, shares in forestry groupings, rural properties let
under long-term leases, shares in agricultural land
groupings and the fraction of rural forest groupings shares
representing forestry assets and the agricultural assets.

Reduced 10% VAT rate applied to feed for animals that
produce food products for human consumption, fertilizers,
liming material and plant protection products suitable for
organic farming and to fertilizers or crop supplements made
from organic agricultural products.

Reduced 10% VAT rate on fuelwood deliveries

Reduced rate (refund) for non-road diesel oil, heavy fuel oil
and liquified petroleum gas used for farming and forestry

Reduced rate for natural gas used to dry vegetables and
aromatic plants, other than potatoes, mushrooms and
truffles, by undertakings consuming more than 800
watthours per euro of value added

Reduced rate (refund) for natural gas and methane used for
farming and forestry

Exemption from up to 20% the municipal and intermunicipal
share of property tax on farmland.

Exemption for land planted with trees

Full exemption for farmland located in Corsica

32

€6m

€0m

€61m

Unknown

€37m

€50m

€24m

€138m
€1,420m

€3m

€107m

€1m
€2m

Favourable

Favourable

Favourable

Favourable

Favourable

Favourable

Favourable

Mixed

Unfavourable

Unfavourable

Unfavourable

Favourable

Favourable

Favourable



Report on the Environmental Impact of the Central Government Budget — September 2020

OFFICIAL DEVELOPMENT ASSISTANCE

Ministry for Europe and Foreign Affairs, Ministry for the Economy, Finance and the Recovery

Resources in 2021

Budget appropriations: €4.89bn
Earmarked taxes: €0.74bn
Tax expenditures: €0.0bn

Green Tagging

Budget appropriations and earmarked taxes:

Favourable: €1.85bn
Mixed: —
Unfavourable: —
Neutral: €3.77bn

Expenditures tagged as favourable for the environment under the “Official Development Assistance”
mission (ODA, including taxes earmarked for the Solidarity Fund for Development) stand at €1.85bn.
The large increase compared to 2020 stems from both a “volume” effect, with a big jump in ODA in
2021, and a “composition” effect, with a larger share of appropriations for this mission funding
expenditures that are favourable for the environment. This change is consistent with the decision by the
Interministerial Committee on International Cooperation and Development in February 2018 to include
the climate as one of the five priorities for France’s assistance. For example, France doubled its
contribution to the Green Climate Fund to €1.5bn for the period from 2020 to 2022, including €390m in
2021, in order to meet the objectives set under the Paris Climate Agreement. Expenditures tagged as
favourable for the environment primarily include France’s contributions to multilateral environmental
funds (Green Climate Fund, Global Environment Fund, and the Tropical Forest Alliance). These
expenditures also include the share of contributions to general purpose funds that is devoted to climate
policies (International Development Association and European Development Fund), along with
appropriations to the French Development Agency (AFD) and Expertise France, in keeping with the
commitment to ensure that the AFD Group’s activities are 100% compatible with the Paris Climate
Agreement.
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Green Tagging in Detalil
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Budget appropriations 2021 BB O O 2 2 a4 o Classification
Bilateral cooperation — climate share €802.8m Favourable
French Development Agency (AFD) interest rebates €235.0m Favourable
Environment and climate change (EGF and other funds) €239.7m Favourable
International Development Association €145.1m Favourable
Community Cooperation — climate share €82.1m Favourable
African Development Fund €46.7m Favourable
French Facility for Global Environment €25.1m Favourable
Agriculture (IFAD) €12.3m Favourable
EXPERTISE FRANCE €11.2m Favourable
Compensation for the French Development Agency (AFD) €7.0m Favourable
French Development Agency (AFD) (Overseas France) €4.3m Favourable
Asian Development Fund €4.1m Favourable
Earmarked Taxes
0.2% tax on financial transactions — climate share €238.7m Favourable
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TERRITORIAL COHESION

Ministry for Regional Cohesion and Relations with Local Authorities, Ministry for the Ecological
Transition and the Prime Minister’s Office

Resources in 2021

Budget appropriations: €15.99bn
Earmarked taxes: €0.96bn
Tax expenditures: €14.63bn

Green Tagging

Budget appropriations and earmarked taxes:

Favourable: €1.32bn
Mixed: —
Unfavourable: €0.00bn
Neutral: €15.63bn

Tax expenditures:

Favourable: €1.61bn

Mixed: —

' Unfavourable: €1.14bn
Neutral: €11.87bn

The environmental impact of the vast majority of the “Territorial Cohesion” mission is neutral, because
of the scale of the budget appropriations funding housing benefits, emergency housing and urban
policies, which have been tagged as neutral. The appropriations tagged as favourable for the
environment stand at €1.3bn and include funding for land take reduction and remediation of polluted
land (government property management agencies’ actions financed by the special infrastructure tax)
and expenditures to reduce greenhouse gas emissions and energy consumption through heat loss
(appropriations for the National Housing Agency (ANAH) funded by a share of the proceeds from carbon
guota auctions).

The tax expenditures tagged as unfavourable for the environment stand at €1.1bn, and mainly concern
the land take caused by a share of new housing. A set percentage of housing support schemes, such
as the “Pinel” tax deduction and zero-interest loans (PTZ) has been applied to these tax expenditures
to represent the unfavourable impact of new housing construction on land take. The land take attributed
to new housing construction is also tagged as unfavourable for the Climate Change Mitigation Objective
to account for the emissions from new housing construction and emissions caused by the location of
the new housing, as well as the emissions stemming from the land take itself. The different types of
operations financed by tax expenditures (new construction/renovation, multi/single family) are each
assigned a different “land take” share (for example, the land take share for zero-interest loans (PTZ) is
35%, based on work by the Sustainable Development Agency (CGDD) and the Directorate for Housing,
Town Planning and Landscapes (DHUP). The remainder is tagged as neutral. The percentages applied
could be updated in future green budgeting exercises.

Another €1.6bn in tax expenditures have been tagged as favourable. These include tax reductions and
tax credits for renovation of existing housing stock, and work to improve energy efficiency and insulation
in particular.
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Green Tagging in Detalil
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Regulations, technical policies and construction quality €218.4m Favourable
Urban renewal and quality of life improvements €15.0m Favourable
Local activities under the National Chlordecone Action €3.0m Favourable
Plan
Coastline 21 Plan €4.4m Favourable
Water — Agriculture in Brittany €2.0m Favourable
Waterway clean-up in Pays de la Loire €0.7m Favourable
Support for first-time homebuyers — land take share €2.1m @ ® Unfavourable
Town planning and development €242.5m Favourable
Fire and rescue service in Wallis et Futuna €1.3m Favourable
Earmarked Taxes
Special infrastructure tax €349.6m Favourable
Proceeds of carbon quota auctions €420.0m Favourable
Tax on vacant housing €61.0m Favourable
Tax Expenditures
Income tax reduction for investment in furnished rental €25m o ® Unfavourable
housing by non-professional lessors — land take share*
Income tax reduction for investment in rental housing made €121m @ ® Unfavourable
between 1 January 2009 and 31 December 2012 and,
subject to conditions, until 31 March 2013 in areas with tight
housing markets (subject to rent caps): SCELLIER scheme
— land take share*
Enhanced income tax reduction for investment in rental €64m © ® Unfavourable
housing made between 1 January 2009 and 31 December
2012 and, subject to conditions, until 31 March 2013 in
areas with tight housing markets, with a specific deduction
for the rental income (subject to stricter rent caps and tenant
income requirements): SCELLIER INTERMEDIAIRE
scheme — land take share*
Income tax reductions for investment in intermediate rental €240m © ® Unfavourable
housing (DUFLOT and PINEL schemes) — land take share*
Income tax reductions for investment in renovated €15m Favourable

intermediate rental housing (DENORMANDIE scheme)
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Deduction from rental income for expenditures on repairs
and improvements — energy efficiency improvement share*

Deduction from rental income on new housing rented as a
primary residence: PERISSOL scheme — land take share*

Deduction from rental income on new housing rented as a
primary residence for investments made between 3 April
2003 and 31 December 2009: ROBIEN CLASSIQUE and
ROBIEN RECENTRE schemes — land take share*

Deduction from rental income on new housing rented as a
primary residence (subject to rent caps and tenant income
requirements as of 1 January 1999) for investments made
before 3 April 2003: BESSON NEUF scheme

Deduction from rental income on new housing rented as a
primary residence in Rural Renewal Zones: ROBIEN ZRR
scheme before 2009 and SCELLIER ZRR scheme after
2009 - land take share*

Specific deduction from rental income on new housing
rented as a primary residence (subject to rent caps and
tenant income requirements): BORLOO POPULAIRE
scheme — land take share*

Specific deduction on rental income on housing let under
the terms of a National Housing Agency agreement. Old
BORLOO ANCIEN scheme

Specific deduction on rental income on housing let under
the terms of a National Housing Agency agreement:
COSSE scheme

Extraordinary capital gains allowance of 70% or 85%,
subject to conditions, on the sale of vacant building lots or
buildings for demolition followed by housing construction in
Zones A and A bis, concluded between 1 January 2018 and
31 December 2022.

Temporary exemption for capital gains from the sale of air
rights by private individuals to buyers building housing

“Zero-interest loan” and “enhanced zero-interest loan” tax
credits*

“Eco zero-interest loan” tax credit

Exemption for travel inside the national shipping area for
passenger and goods transport by air or sea to and from
Corsica

Reduced 10% rate for certain transactions concerning
social housing — land take share*

Reduced 5.5% rate for work to improve the energy
efficiency of housing units completed more than two years
ago

Reduced tax rate on E5 petrol (formerly SP98 and SP95)
sold in Corsica

37

€248m

€8m

€30m

€0m

€2m

€8m

€61m

€27m

NA

Unknown

€402m

€32m

€5m

€238m

€1,230m

€1m

Favourable

Unfavourable

Unfavourable

Unfavourable

Unfavourable

Unfavourable

Favourable

Favourable

Unfavourable

Favourable

Unfavourable

Favourable

Unfavourable

Unfavourable

Favourable

Unfavourable



Report on the Environmental Impact of the Central Government Budget — September 2020

ROAD TRAFFIC AND PARKING REGULATION

Ministry of the Interior, Ministry for Territorial Cohesion and Relations with Local Government,
Ministry for the Economy, Finance and the Recovery

Resources in 2021

Budget appropriations: €1.00bn
Earmarked taxes: €0.00bn
Tax expenditures: €0.00bn

Green Tagging

Budget appropriations:

Favourable: €0.83bn
Mixed: —
Unfavourable: —
Neutral: €0.17bn

The expenditures funded out of the earmarked account for “Road Traffic and Parking Regulation” on
modernising road traffic regulation devices, financed by Policy Programme 751 and standing at €187m
in 2021, are tagged as favourable for the Climate and Pollution Objectives. These expenditures help
enforce speed limits on the roads, which means they have a positive impact on greenhouse gas
emissions and air pollution. Payments to local governments for improvements to mass transport and
road traffic and safety that are funded out of the earmarked account for “Road Traffic and Parking
Regulation” stand at €643m in 2021 and have also been tagged as favourable.
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Green Tagging in Detalil

Budget appropriations 2021 BB

Contribution to local governments for the improvement of €643.3m
mass transport and road traffic and safety infrastructures

Regulation devices €186.9m
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CULTURE

Ministry of Culture

Resources in 2021
Budget appropriations: €3.02bn

Earmarked taxes: €0.01bn
Tax expenditures: €1.07bn

Green Tagging

' Budget appropriations and earmarked taxes:
1 Favourable: —
Mixed: —

Unfavourable: -
Neutral: €3.03bn

Tax expenditures:
Favourable: €0.03bn
Mixed: —
99 %
Unfavourable: —
Neutral: €1.04bn

The majority of expenditures relating to the “Culture” mission have a neutral environmental impact. The
only exceptions are the income tax reductions for expenditure on restoring buildings on Outstanding
Heritage Sites, or in old rundown neighbourhoods, or in the districts covered by the New National Urban
Renewal Programme (NPNRU). These tax expenditures are part of the new “Malraux” scheme, named
after Charles de Gaulle’s Minister of Culture, André Malraux, and they are tagged as favourable for the
Climate Change Mitigation Objective. They amount to €30m and contribute to the fight against
substandard housing, as well as improving the energy efficiency of renovated sites and buildings.
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Green Tagging in Detail
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Tax expenditures 2021 BB O O 2 2 4 o Classification
Income tax reductions for expenditure on restoring buildings €30m Favourable

on Outstanding Heritage Sites, or in old rundown
neighbourhoods, or in the districts covered by the New
National Urban Renewal Programme (NPNRU): New
“‘Malraux” scheme
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ECOLOGY AND SUSTAINABLE DEVELOPMENT AND MOBILITY?

Ministry for the Ecological Transition

Resources in 2021

Budget appropriations: €22.25bn
Earmarked taxes: €5.35bn
Tax expenditures: €4.20bn

Green Tagging

Budget appropriations and earmarked taxes:

Favourable: €16.92bn

Wy,
0\\‘\‘ \ W=

Neutral: €4.64bn

‘ . Tax expenditures:
Favourable: €1.24bn
Mixed: €0.29bn

Unfavourable: €2.65bn
Neutral: €0.03bn

The “Ecology and Sustainable Development and Mobility” mission covers most of the expenditures
relating to the environment and climate. The proposed appropriations for this mission (including the
relevant earmarked account and the specific budget) stand at €27.6bn in 2021.

Most of the expenditures under this mission are favourable for the ecological transition. They stand at
€18.2bn in the 2021 Budget Bill. They consist primarily of expenditures on renewable energy sources
(€6.9bn), earmarked taxes for water agencies (€2.2bn), expenditures to promote the ecological
transition, especially the energy efficiency bonus (€1.5bn), and the Ministry’s payroll and operating
expenditures related to ecological policies (€1.0bn). The car-scrapping bonus in particular has been
tagged as favourable for the Climate and Pollution Objectives, as is the case for the automobile bonus,
which is part of the same action. This tagging is warranted by the favourable environmental impact of
replacing older vehicles with greener new ones. The decision was made not to tag these expenditures
as favourable for the Climate Mitigation Objective and unfavourable for the Waste Objective, given the
possibility that the bonus will lift automobile sales and increase vehicle production.

This mission also concerns expenditures with mixed impacts on the environment, accounting for the
ambivalent effects of certain expenditures with regard to the different environmental objectives. Most of

2 Mission supplemented by the earmarked account for “Financing grants to local governments for rural electricity
service” and the specific budget for “Air Traffic Control and Operations”
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the mixed expenditures are those for new transport infrastructures, especially for rail transport (€3.8bn
in the 2021 Budget Bill). In the medium term, these expenditures reduce the carbon footprint of mobility
and transport, but their construction results in waste in the short term and land take that has a negative
impact on biodiversity. These expenditures in the 2021 Budget Bill include €2.5bn for rail, €0.8bn in
earmarked taxes for the Société du Grand Paris and €0.5bn for the share of expenditures on rail and
waterway projects in the budget of the French Agency for Transport Infrastructures Funding (AFITF).
Tax expenditures resulting from the reduced rate of the domestic tax on the consumption of energy
products applied to biofuels (€240m in 2021) were tagged as unfavourable for the Biodiversity Objective
and favourable for the Climate Obijective.

Some €4.9bn of the expenditures under this mission in the 2021 Budget Bill have an exclusively
unfavourable environmental impact. This concerns tax expenditures totalling €2.6bn in the 2021 Budget
Bill to boost the competitiveness of certain business sectors. The main environmentally unfavourable
tax expenditures relate to reduced rates of the domestic tax on the consumption of energy products for
goods vehicles (€1.3bn) and to tax breaks for energy-intensive production facilities (€0.7bn). Some
budget appropriations are also tagged as unfavourable for the environment. These include solidarity
expenditures for areas that are not connected to the national electricity grid (€1.5bn), since they finance
electricity generation with higher carbon emissions than average. Investment expenditures funded out
of the specific budget for “Air Traffic Control and Operations” are tagged as unfavourable for the Climate
Mitigation and Climate Adaptation Objectives, as well as the Pollution Objective, since they promote the
expansion of air transport, as do expenditures on air transport funded under Policy Programme 203
(€41m in payment appropriations). Expenditures on operations funded out of the specific budget are
deemed to cover operation of existing capacities and are consequently tagged as neutral.
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Green Tagging in Detalil
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Budget appropriations 2021 BB 0 0 22 & m Classification

Support for energy transition €1,495.8m Favourable
Grants for the purchase of green vehicles €507.0m Favourable
Environment and Energy Management Agency €551.6m Favourable
Steering, support, audit and assessment €617.6m Favourable
Payroll for personnel working on the “Landscape, Water €179.4m Favourable
and Biodiversity” Policy Programme
Inland waterways €248.3m Favourable
Payroll for personnel working on the “Risk Prevention” €166.5m Favourable
Policy Programme
Sustainable development research and consulting €191.1m Favourable
Environment and biodiversity management €218.3m Favourable
Meteorology €185.1m Favourable
Ports €99.9m Favourable
Technological and pollution risk prevention €63.5m Favourable
Nuclear safety and radiation protection supervision €56.9m Favourable
Payroll for personnel working on the “Energy, Climate €40.0m Favourable
and Post-Mining” Policy Programme
Payroll for personnel working on sustainable €34.0m Favourable
development and on the “Consulting, Geographical and
Meteorological Information” Policy Programme
Post-mining management and work on the safety, €39.8m Favourable
indemnification and expropriation of closed mines
Natural risk and flood prevention €35.9m Favourable
Fighting climate change and air pollution €57.0m Favourable
Combined transport €202.1m Favourable
Mass transport €314.6m Favourable
Energy Regulation Commission €16.6m Favourable
Energy policy €89.5m Favourable
Sustainable development governance, assessment, €15.4m Favourable
research and forecasting
Interministerial ocean action €13.2m Favourable
Sites, landscapes, advertising €6.6m Favourable
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National Public Debates Commission €2.7m Favourable
Airport Noise Nuisance and Air Pollution Supervisory €1.4m Favourable
Authority (ACNUSA)

Support €1.5m Favourable
National Industrial Environment and Risk Institute €29.8m Favourable
(INERIS)

Major Natural Risk Prevention Fund €205.0m Favourable
Rall €2,466.0m (N ) ® Mixed

Air transport €414m © © ® Unfavourable
Support for renewable electric energy sources in €5,684.5m Favourable

mainland France

Support for biomethane injection €543.8m Favourable
Support for energy transition in areas off the national grid €678.6m Favourable
(ZNI)

Solidarity mechanisms for areas off the national grid €1,4582m © © Unfavourable
Support for natural gas cogeneration and other thermal €677.6m Favourable

generation means

Support for load management €6.0m Favourable
Sundry expenses €72.4m Favourable
Strengthening networks €164.0m Favourable
Underground grid and facade integration €41.7m Favourable
Adverse weather €7.0m Favourable
Securing bare wires €98.0m Favourable
Local power plants in areas off the national grid €3.0m Favourable
Remote sites €1.0m Favourable
Energy demand management €0.5m Favourable
Energy transition €1.0m Favourable
Call for innovative projects €1.0m Favourable
Declaration of public utility (extra high voltage) €0.5m Favourable
Aviation operations and innovation €3353m o @ ( Unfavourable

Earmarked Taxes

Water rights royalty €2,197.6m Favourable
Water royalty €127.5m Favourable
Surcharge on the tax on nuclear power plants for €55.0m Favourable
research

Tax on airport noise nuisances €55.0m Favourable
Annual Vessel Registration and Navigation Duty (DAFN) €38.5m Favourable
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Flat tax on energy and transport network operators €75.0m ® Mixed
Special infrastructure tax €70.0m o Mixed
Annual tax on premises used for offices, trade, storage €591.0m (] Mixed

and parking in the lle-de-France region (TSB)

Regional surcharge of 15% on the tourist tax in the lle- €30.0m (] Mixed
de-France region

Tax on parking areas €16.0m o Mixed

Passport fee for large pleasure craft €4.0m Favourable
Vessel Registration and Navigation Duty (DAFN) €4.0m Favourable
French Agency for Transport Infrastructures Funding — €444 4m Favourable

Rail maintenance and rolling stock

French Agency for Transport Infrastructures Funding — €218.8m Favourable
mass transport running on right of way

French Agency for Transport Infrastructures Funding — €76.3m Favourable
waterway transport maintenance

French Agency for Transport Infrastructures Funding — €37.3m Favourable
ocean transport

French Agency for Transport Infrastructures Funding — €399.7m @ ® ® ® ® ® Unfavourable
road building
French Agency for Transport Infrastructures Funding — 452.2m { N ® Mixed

Rail new lines

French Agency for Transport Infrastructures Funding — €95.0m o ® Mixed
waterway transport new infrastructures

Tax Expenditures
Energy Transition Tax Credit €390m Favourable

Income tax reduction for expenditures on certain natural areas for the €0m Favourable
purpose of maintaining and protecting natural heritage sites

Tax credit for the purchase and installation of electric vehicle charging €0m Favourable
systems

Deduction for expenditures on improving unbuilt land € Favourable
Exemption of proceeds from the sale of solar electricity €1m Favourable
Extraordinary deduction for the purchase of vehicles of 3.5-tonnes or €32m Favourable

more running exclusively on natural gas, biomethane, ED95 or B100
fuel, or 1 A dual fuel.

Extraordinary 40% deduction for businesses investing in refrigeration Unknown Favourable
and climate control equipment that does not use hydrofluorocarbons

(HFC)

Extraordinary deduction for ships, boats and equipment that respond €5m Favourable

to ecological challenges

Exemption from capital gains on the sale of boats for inland waterway € Favourable
transport of goods

Tax reduction for providing a fleet of bicycles € Favourable

46



Report on the Environmental Impact of the Central Government Budget — September 2020

Exemption for gifts and legacies granted to environmental protection
and animal protection non-profits recognised as serving the public
interest

Exemption, subject to certain requirements, from taxes on property
transfers without valuable consideration, up to three quarters of the
tax amount, for legacies and donations concerning unbuilt land that
are not NATURA 2000 sites by nature, central areas of national parks,
nature reserves, listed sites or outstanding natural coastline areas

Reduced 5.5% VAT rate on the supply of energy from renewable
sources

Reduced 5.5% rate on waste sorting and collection services, collection
at recycling centres, and household waste sorting and recovery

Exemption for pure vegetable oils used as fuel for farming and
commercial fishing vessels

Exemption for energy products used as fuel for inland waterway
vessels, other than private pleasure craft

Exemption for various types of gas (coal gas, lean gas, water gas and
similar gases)

Exemption for aviation and marine fuels when they are used for
construction, development, tuning, testing or maintenance of aircraft
and vessels and their engines

Reduced rate for diesel oil for non-road uses other than farming

Reduced rate of the domestic consumption tax on liquified petroleum
gas (butane, propane) used as non-road fuel

Reduced rate (refund) for diesel oil used for stationary engines on
goods vehicles or special purpose vehicles (breakdown lorries, mobile
cranes, etc.)

Reduced rate for energy products used in energy-intensive facilities
and subject to the greenhouse gas emissions quotas of the Emissions
Trading Scheme

Reduced rate for energy products (excluding natural gas and coal)
used in energy-intensive facilities deemed to be exposed to a
significant risk of carbon leakage

Reduced rate for E10, petrol blend containing up to 10% ethanol

Reduced rate for ED95 fuel, diesel fuel containing between 90% and
95% ethanol

Reduced rate for B100, diesel fuel synthesised from fatty acids

Reduced rate for E85, petrol blend containing between 65% and 85%
ethanol

Reduced rate (refund) for fuel used by taxis

Reduced rate (refund) for diesel oil used by goods vehicles of 7.5
tonnes or more

Reduced rate (refund) for diesel oil used as fuel for public passenger
transport vehicles

Reduced rate (refund) for diesel oil used to groom ski slopes and
plough public roads
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Reduced rate for diesel oil used to transport passengers and goods
on the national rail network

Reduced rate for diesel oil used for stationary and earthmoving
equipment for certain types of extractive activities subject to strong
international competition

Reduced rate for diesel oil used for stationary and earthmoving
equipment for dock work in ocean ports and some inland ports subject
to international competition

Reduced rate for electricity consumed by rail and road mass transport
(trains, métros, trams, cable cars, rechargeable hybrid and electric
buses, trolley buses)

Reduced rate for electricity consumed by operators of public airports
where total electricity consumption for operational purposes is greater
than 222 watthours per euro of value added

Reduced rate for electricity supplied directly to docked fishing vessels,
government vessels and commercial vessels

Exemption for the use of biogas fuel

Reduced rate for natural gas and methane used in energy-intensive
facilities subject to the greenhouse gas emissions quotas of the
Emissions Trading Scheme

Reduced rate for natural gas and methane used in energy-intensive
facilities deemed to be exposed to a significant risk of carbon leakage

Exemption from the domestic tax on coal consumption for
undertakings recovering biomass where purchases of fuel and
electricity used for recovery processes represent 3% or more of their
turnover.

Reduced rate for coal used in energy-intensive facilities subject to the
greenhouse gas emissions quotas of the Emissions Trading Scheme

Reduced rate for coal used in energy-intensive facilities deemed to be
exposed to a significant risk of carbon leakage

Reduction of up to 40% of CO2 emissions counted towards the malus
for certain passenger vehicles where the energy source includes
super E85 ethanol

Reduction of emissions, or of the engine rating, counted towards the
malus, of up to 20 grams per kilometre or one horsepower per
dependent child for households with 3 or more dependent children

Deduction for the “airborne emissions” component of any contributions
or donations made to approved non-profits monitoring air quality

Reduced rate for the “waste” component for receiving waste with high
calorific value from high-performance sorting operations at energy
recovery facilities where the yield is greater than 0.7

Expenditures on work to prevent technological risks

Relief equal to one quarter of expenditures on energy efficiency
improvements from property tax on buildings for low-income housing
bodies

Exemption for wetlands

Exemption for NATURA 2000 sites
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Exemption for certain lots located in the centre of a national park in an €0.0m Favourable
overseas département.
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THE ECONOMY

Ministry for the Economy, Finance and the Recovery

Resources in 2021

Budget appropriations: €2.43bn
Earmarked taxes: €1.21bn
Tax expenditures: €17.23bn

Green Budget Tagging

Budget appropriations and earmarked taxes:

Favourable: —
Mixed: —
Unfavourable: —
Neutral: €3.64bn

Tax expenditures:

Favourable: —

Mixed: —
Unfavourable: €0.00bn
Neutral: €17.23bn

The environmental impact of the “Economy” mission is mostly neutral. This is true for assistance for
businesses that does not come with green requirements and for appropriations to finance high-speed
broadband, in line with the convention that digital policies are to be tagged as neutral. The only
expenditures that have an environmental impact are tax expenditures. Several tax expenditures have a
favourable environmental impact, including the extraordinary deduction for businesses that invest in
non-road equipment using alternative energy sources or businesses that replace their equipment that
burns non-road diesel oil with greener equipment that meets certain emission limits. These expenditures
are tagged as favourable for the Climate Change Mitigation and Pollution Objectives. On the other hand,
the extraordinary deduction for small and medium-sized retail businesses selling non-road diesel oil for
their investment in storage facilities and equipment for handling and distributing diesel oil is tagged as
unfavourable for the Climate Change Mitigation and Pollution Objectives because it tends to lower
energy prices and increase pressure on fossil fuel resources. In keeping with the convention cited above,
reduced rates on electricity consumed by electricity-intensive industries (€1.6bn in the 2021 Budget Bill)
are tagged as neutral for the environment, since they are incentives for the electrification of industrial
processes.
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Green Tagging in Detalil
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Tax expenditures 2021 BB S 0 =22 & @ Classification
Income tax reduction for work to renovate listed tourist € Favourable
accommodation
Extraordinary deduction for simulators used to teach Unknown Favourable
driving
Extraordinary deduction for investment by businesses Unknown Favourable
using equipment that burns non-road diesel oil for the
purchase of equipment that burns alternative fuels
Extraordinary deduction for small and medium-sized Unknown @ { Unfavourable
enterprises (SMEs) that are retail sellers of non-road diesel
oil for their investment in storage facilities and in equipment
for handling and distributing diesel olil
Reduced 19% rate on capital gains from the sale of €2m e ® Unfavourable

professional premises or building lots located in areas with
the tightest markets to certain companies, on the condition
that the buyer undertakes to transform the buildings into
housing or to build housing on the lots within four years
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GOVERNMENT FINANCIAL LIABILITIES

Ministry for the Economy, Finance and the Recovery

Resources in 2021

Budget appropriations: €39.25bn
Earmarked taxes: €0.0bn
Tax expenditures: €5.41bn

Green Budget Tagging

Budget appropriations:

Favourable: €0.06bn
Mixed: —
Unfavourable: —
Neutral: €39.18bn

Tax expenditures:

Favourable: €0.05bn
Mixed: —
Unfavourable: —
Neutral: €5.36bn

The environmental impact of the vast majority or expenditures on the “Government Financial Liabilities”
mission is neutral. The expenditures related to home-ownership savings accounts connected to Policy
Programme 145 “Savings” have been tagged as favourable for the Climate Change Mitigation Objective,
since the incentives on home-ownership savings accounts vary according to the energy efficiency of the
home. The 2021 Budget Bill includes €62.2m in appropriations for this action. The same budget policy
programme includes an exemption for interest paid on sustainable development savings accounts,
which has been estimated at €52m in 2021. This tax expenditure is also tagged as favourable for the
Climate Change Mitigation Objective since it helps channel savings towards financing innovative small
businesses and projects that are favourable for the environment and energy transition. Export guarantee
and support actions and support for industrial development have been tagged as neutral because of the
diverse range of activity sectors concerned, despite the efforts to “green” export guarantee and support
schemes, such as the elimination of guarantees for coal-based projects or fracking in the 2020 Initial
Budget Act.
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Green Tagging in Detalil
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Budget appropriations 2021 BB O ©

Home-ownership savings accounts €62.2m

Tax Expenditures

Exemption for interest payments on sustainable €52m
development savings accounts
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INVEST FOR THE FUTURE

Prime Minister’s Office

Resources in 2021
Budget appropriations: €3.98bn

Earmarked taxes: €0.00bn
Tax expenditures: €0.00bn

Green Budget Tagging

. Budget appropriations:
M Favourable: €0.23bn
Mixed: —
Unfavourable: —
Neutral: €3.75bn

The appropriations for the “Invest for the Future” mission include €227m for projects tagged as
favourable for the environment and energy transition under the third “Invest for the Future” Plan. This
mission includes funds for the “Technology Demonstrators” scheme run by the Environment and Energy
Management Agency (“Technology Demonstrators and Local Innovation Clusters” action). These funds
represent payment appropriations of €270m in the 2021 Budget Bill and have been tagged as favourable
for all of the environmental objectives. In 2021, they will be used to finance several calls for projects to
reduce, recycle and recover construction waste, to develop industrial solutions for textile eco-design and
recycling and to support the competitiveness of the methanisation industry. These funds will also go to
schemes to provide equity financing, like the “Eiffel Green Gas” fund aimed at promoting the
development of the renewable gas industry in France by providing equity or quasi-equity financing for
methanisation plants.

Elsewhere, the appropriations for innovation support contests run by the Environment and Energy
Management Agency have been tagged as favourable for all environmental objectives. These
appropriations stand at €6m in the 2021 Budget Bill. The fifth wave of the i-Nov contest focuses on
renewable energy sources, sustainable transport and mobility, eco-efficient industry and agriculture,
water and biodiversity. The sixth wave, which opened in July 2020 and closed in October 2020, focuses
on climate change adaptation and hydrogen. In a similar vein, the priority research programmes,
representing €11m, or 25% of the total amount of €45m in the 2021 Budget Bill, were tagged as
favourable for the environment since they finance calls for projects like “Growing and Protecting Crops
Differently” that aims to develop farming solutions to eliminate reliance on pesticides.
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In addition to the funds from the third Invest for the Future programme, new projects could be financed
by the fourth programme, which will be launched in 2021. This programme has a budget of €20bn for
five years and it will finance investment projects for decarbonised hydrogen, decarbonisation of the agri-
food industry and solutions to limit urban sprawl. The appropriations for the “Invest for the Future”
mission under the fourth programme cannot be tagged at this point, since the winning projects have not
been named yet and the budget model for Policy Programme 424 “Financing Strategic Investments”
and Policy Programme 425 “Structural Financing for Innovation Ecosystems” do not show the amounts

allocated to the different projects in the 2021 Budget Bill.

Green Tagging in Detalil

Budget appropriations

Technology Demonstrators and Local Innovation Clusters —
Environment and Energy Management Agency

Innovation contests — Environment and Energy
Management Agency

Priority research programmes
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MEDIA, BOOK PUBLISHING AND CULTURAL INDUSTRIES

Ministry of Culture

Resources in 2021

Budget appropriations: €0.61bn
Earmarked taxes: €0.05bn
Tax expenditures: €0.80bn

Green Budget Tagging

Budget appropriations and earmarked taxes:

Favourable: —
Mixed: —

Unfavourable: €0.12bn
Neutral: €0.54bn

Tax expenditures:

Favourable: —
Mixed: —
Unfavourable: —
Neutral: €0.80bn

The vast majority of appropriations for the “Media, Book Publishing and Cultural Industries” missions
have a neutral impact on the environment, with the exception of support for print media, which totals
€118m in the 2021 Budget Bill. This support includes funding for distribution (€39.4m), which
corresponds to support for home delivery of print media to subscribers and exemptions from employers’
social security contributions, along with support for modernisation. This support represents €55.5m,
mainly in the form of support for distribution of national newspapers and news magazines printed on
paper. The support also includes support for pluralism (€23.2m), which is mostly paid to publications on
the basis of their cover price, circulation, and average print runs, as well as the percentage of advertising
revenue in their total revenue.

Support for the press is mostly paid on the basis of the distribution of paper copies of publications. This
means that the support subsidises activities that generate CO; emissions, such as the transport of paper
publications and paper manufacturing. These activities also have a negative impact because they
generate water consumption, waste production and incineration and forest harvesting.

Given the predominance of support for distribution and modernisation, all of the expenditure on support
for print media has been tagged as unfavourable for the environment. This tagging could change in the
future with regard to recent regulatory changes in the industry. The Act of 10 February 2020 on fighting
waste and promoting the circular economy bans the use of plastic wrappers for shipping printed
publications starting in 2022 and bans the use of mineral oils in ink starting in 2025. The financial support
provided by the Government under the plan to support the press (€140m in 2021 and 2022 for the
“Recovery” mission, including €47m for ecological transition of the industry and €45m in additional
support for modernisation of the industry.
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Support for print media €118.1m @ ® ® ® ® Unfavourable
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OVERSEAS FRANCE

Ministry for Overseas France

Resources in 2021

Budget appropriations: €2.38bn
Earmarked taxes: €0.00bn
Tax expenditures: €5.60bn

Green Budget Tagging

Budget appropriations and earmarked taxes:

Favourable: €0.00bn
Mixed: —
Unfavourable: €0.08bn
Neutral: €2.31bn

Tax expenditures:

Favourable: €0.01bn
Mixed: —
Unfavourable: €1.95bn
Neutral: €3.64bn

The main environmentally unfavourable expenditures for the France Overseas mission are tax
expenditures. This is particularly the case for the exemption from the domestic tax on the consumption
of fuels in Overseas France. This tax expenditure is estimated at €1.7bn in 2021, even though there are
local taxes on fuel, such as the special consumption tax. Certain products, commodities and petroleum
products are also exempted from taxes in Guadeloupe, Martinique and Réunion, representing tax
expenditures of €189m. Some of the budget appropriations for the Overseas France mission have also
been tagged as unfavourable for the environment. This is the case for expenditures on housing and on
territorial continuity. However, in keeping with the methodological convention applied for new housing,
only €35m of expenditures on housing have been tagged as unfavourable in terms of “land take”,
compared to €142m tagged as neutral. The two appropriations (€3m) for the agencies managing the
State-owned shoreline zone in Martinique and Guadeloupe have both been tagged as favourable
because of their policies to protect the coast.
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Green Tagging in Detalil

Budget appropriations

Housing — land take share*

Territorial continuity

Earmarked Taxes

Special infrastructure taxes (State-owned shoreline zone
in Martinique)

Special infrastructure taxes (State-owned shoreline zone
in Guadeloupe)

Tax Expenditures

Tax reduction for investment in social housing in Overseas
France — land take share*

Income tax reduction for investment in overseas rental
housing before 31 December 2012 or, subject to
requirements, before 31 March 2013: SCELLIER OUTRE-
MER scheme — land take share*

Income tax reduction for investment in intermediate
overseas rental housing before 31 December 2012 or,
subject to requirements, before 31 March 2013: SCELLIER
INTERMEDIAIRE OUTRE-MER scheme - land take
share*

Tax exemption on certain products, commodities and
petroleum products in Guadeloupe, Martinique and
Réunion

Tax exemption on deliveries of goods to cruise passengers
in certain municipalities in Guadeloupe and Martinique

Reduced rate of 2.10% applied to certain transactions
relating to overseas social housing that are eligible for
loans for social rental housing or for the corporate income
tax credit for investment in new housing overseas — land
take share*

Exclusion of localities covered by Article 73 of the
Constitution from the application of the domestic tax on the
consumption of energy products

Partial tax exemption for farmland located in the overseas
départements
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Water

Waste
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® Unfavourable

® Unfavourable

® Unfavourable

(] Unfavourable

(] Unfavourable

® Unfavourable

® Unfavourable

Favourable



Report on the Environmental Impact of the Central Government Budget — September 2020

RESEARCH AND HIGHER EDUCATION

Ministry of Higher Education, Research and Innovation, Ministry for the Economy, Finance and
the Recovery, Ministry for the Ecological Transition, Ministry for Agriculture and Food, Ministry
for the Armed Forces and Ministry of Culture

Resources in 2021

Budget appropriations: €28.26bn
Earmarked taxes: €0.21bn
Tax expenditures: €7.10bn

Green Budget Tagging

Budget appropriations and earmarked taxes:

Favourable: €4.81bn
Mixed: €0.45bn
Unfavourable: €0.43bn
Neutral: €22.78bn

Tax expenditures:
Favourable: —
Mixed: —
Unfavourable: —
Neutral: €7.10bn

Expenditures with a favourable impact on the environment under the “Research and Higher Education”
mission represent payment appropriations of €3.4bn in the 2021 Budget Bill, including €2bn for Policy
Programme 172 “Multidisciplinary Scientific and Technological Research”, €0.3bn for Policy Programme
193 “Space Research” and €1.1bn for Policy Programme 150 “Higher Education and University
Research”.

These appropriations finance diverse research projects by central government research agencies and
universities. A set percentage is applied to the subsidies for public service obligations paid to research
agencies. This percentage is calculated on the basis of the agencies’ estimates of the purpose of their
research expenditures. Examples of their “green” expenditures include research by the National
Research Agency on environments and biodiversity, ecosystem dynamics, bioeconomics and aquatic
flora and fauna; research by the French Oceanographic Institute on aguaculture, ocean-atmosphere
interactions, marine environments and renewable marine energy sources, along with research and
projects by the National Centre for Space Studies and the European Space Agency relating to
observation of the earth and space. The only expenditures by universities under Policy Programme 150
that have been tagged as favourable are subsidies for public service obligations that finance the two
topical alliances that unite university research on energy (ANCRE) and environmental research
(ALLENVI). The other appropriations under Policy Programme 150 are tagged as neutral, in keeping
with the convention of tagging payroll expenditures as neutral.
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Expenditures under this mission related to launch vehicle programmes have been tagged as
unfavourable for the environment. Expenditures to support the nuclear activities of the French Atomic
Energy Agency are tagged as favourable for the Climate Objectives and unfavourable for the Waste
Management Objective. The long-term nuclear facility decommissioning expenses of the French Atomic
Energy Agency are tagged as favourable for the Waste Management Objective.

Green Tagging in Detalil

~ T
c O
o =
S %
(R
Zg % >
s < ?
ge &9
. EEEE =3
Budget appropriations 2021 BB 0 G 22 & m Classification
Support for the French Atomic Energy Agency’s nuclear €450.9m ® Mixed
activities
ANCRE (research on clean energy sources; €854.6m Favourable
sustainable mobility and urban systems)
National Research Institute for Agriculture, Food and €777.0m Favourable
the Environment (sustainable agricultural and food
systems)
Long-term nuclear expenses for the French Atomic €740.0m Favourable
Energy Agency’s facilities
National Centre for Space Studies (observation of the €240.7m Favourable
earth)
National Centre for Space Studies (launch vehicles) €429.7m oo Unfavourable
National Research Agency (health and development) €286.0m Favourable
National Centre for Scientific Research (scientific and €252.9m Favourable
technological research on the environment)
ALLENVI (coordination of research on the ecological €243.4m Favourable
transition)
Institute for Radiation Protection and Nuclear Safety €171.1m Favourable
(IRSN)
Institute for Development Research (research focussing €145.6m Favourable
on the Sustainable Development Goals)
National Research Agency (calls for projects on €127.0m Favourable
biodiversity, ecosystems, bioeconomy, etc.)
Support for new energy technology (IFPEN) €122.7m Favourable
Upstream research €96.8m Favourable
IFREMER Oceanographic Institute (sustainable €91.4m Favourable

development of fisheries and aquaculture —
oceanographic, meteorological and climate forecasts —
energy sources)

61




Report on the Environmental Impact of the Central Government Budget — September 2020

National Research Agency (industrial and infrastructure €92.5m Favourable
innovation)

CIRAD (sustainable agriculture research) €90.4m Favourable
Gustave Eiffel University €87.2m Favourable
IFREMER Oceanographic Institute (impact of climate €86.9m Favourable
change on oceans and biodiversity)

EUMETSAT (satellites for meteorology and detecting €69.0m Favourable
climate change)

Support for new energy technology (Atomic Energy €51.0m Favourable
Agency)

Research, development and technology transfer €39.0m Favourable
Institute for Development Research (training, scientific €28.2m Favourable

assessments, innovation)

Scientific and Technical Centre for Construction €16.2m Favourable
(CSTB)

French Polar Institute (research on polar and subpolar €14.4m Favourable
regions)

Equipment manufacturers €14.5m Favourable
National Industrial Environment and Risk Institute €6.4m Favourable
(INERIS)

National Agency for Food, Environmental and €1.6m Favourable

Occupational Safety (ANSES)

National Institute for Demographic Studies (research on €1.0m Favourable
housing, the environment and the demographic impact
of global warming)

Institute of Advanced Studies for Science and €0.1m Favourable
Technology (training for environmental issues and
sustainable innovation)

Earmarked Taxes

Special infrastructure taxes €61.3m Favourable
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HEALTH

Ministry for Solidarity and Health

Resources in 2021

Budget appropriations: €1.33bn
Earmarked taxes: €0.01bn
Tax expenditures: €1.07bn

Green Budget Tagging

Budget appropriations and earmarked taxes:

Favourable: €0.03bn
Mixed: —
Unfavourable: —
Neutral: €1.31bn

Tax expenditures:

Favourable: —
Mixed: —
Unfavourable: —
Neutral: €1.07bn

The vast majority of the expenditures under the “Health” mission are neutral for the environment,
however the expenditures on prevention of environmental and food-related risks under Policy
Programme 204 “Prevention, Health Safety and Healthcare” have been tagged as favourable
for all of the environmental objectives except “Climate Change Mitigation”. The amount financing
health and environment actions stands at €26.2m. These funds finance actions implemented
under the interministerial asbestos action plan or the national strategy against endocrine
disruptors, as well as research into environmental exposures (€0.9m), particularly exposure to
pesticides. Appropriations of €0.5m finance policies to preserve the quality of water for home
use or public use.
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Prevention of environmental and food-related risks €26.2m Favourable
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SAFETY

Ministry of the Interior

Resources in 2021

Budget appropriations: €13.90bn
Earmarked taxes: €0.00bn
Tax expenditures: €0.08bn

Green Budget Tagging

Budget appropriations:

Favourable: €0.32bn
Mixed: —
Unfavourable: —
Neutral: €13.53bn

Tax expenditures:

Favourable: —
Mixed: —
Unfavourable: —
Neutral: €0.08bn

The “Safety” mission expenditures that have a favourable impact for all environmental objectives include
funds for crisis prevention and management (Action 11), representing commitment appropriations of
€32m and payment appropriations of €33m in the 2021 Budget Bill. These appropriations are used to
finance the identification of potential risks and threats, whether emerging or confirmed (nuclear,
radiological, biological and chemical threats in particular) and anticipation of crises, particularly natural
disasters. They also finance monitoring of civil security events and the mobilisation of appropriate
operational resources in response to crises. Furthermore, they finance national solidarity, which includes
back-up resources (deployed for major disasters) and emergency appropriations tapped to help disaster
victims. These appropriations also finance operational prevention and civil defence, particularly in
support of forest fire prevention services. Furthermore, expenditures on preparations and specialised
intervention of national resources (Action 12), which represent commitment appropriations of €188m
and payment appropriations of €292m in the 2021 Budget Bill, have been tagged as favourable for all
of the environmental objectives. These appropriations cover expenditures on maintenance and
deployment of national resources committed by the central government on a day-to-day basis or during
major disasters, whether natural or technological, to provide aid and protection to the population.
Examples include the deployment of personnel to fight forest fires.

65




Report on the Environmental Impact of the Central Government Budget — September 2020

Green Tagging in Detalil
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Preparations and specialised interventions using national €292.2m Favourable
resources
Crisis prevention and management €32.6m Favourable
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GOVERNMENT TRANSFORMATION AND THE CIVIL SERVICE

Ministry for Government Transformation and the Civil Service, Ministry for the Economy, Finance and the
Recovery

Resources in 2021

Budget appropriations: €0.71bn
Earmarked taxes: €0.00bn
Tax expenditures: €0.00bn

Green Budget Tagging

Budget appropriations:

Favourable: €0.28bn
Mixed: —
Unfavourable: —
Neutral: €0.44bn

Most of the appropriations for the “Government Transformation and Civil Service” mission have a neutral
impact on the environment, with the exception of expenditures under Policy Programme 348
“Renovation of Administrative Buildings and Other Government Properties with Multiple Occupants”. In
keeping with the objectives of the policy on central government properties, this policy programme aims
to help administrations acquire properties that are better suited to their missions, optimised, less costly
and more energy efficient. Other actions focus on densifying, optimising and sharing properties, which
may also produce energy savings. This policy programme contributes to the success of the “Energy
Transition” section of the Great Investment Plan.

As part of the major plan to renovate administrative buildings, launched in 2017 with €1bn, some €250m
in commitment appropriations were passed and €30bn in payment appropriations were consumed
between 2018 and 2020. The 2021 Budget Bill contains €277m in payment appropriations. These
appropriations will finance major renovations and restructuring to improve insulation, renew equipment
to reduce utilities consumption and to install renewable energy sources, such as solar panels.
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Green Tagging in Detalil

Budget appropriations 2021 BB
Major renovations and maintenance by owner €105.8m
Design €50.3m
Acquisitions, construction €121.4m

68

Climate (Mitigation)

Climate (Adaptation)

Water

Waste

Pollution

Biodiversity

Classification

Favourable
Favourable

Favourable



Report on the Environmental Impact of the Central Government Budget — September 2020

LABOUR AND EMPLOYMENT

Ministry of Labour

Resources in 2021

Budget appropriations: €13.22bn
Earmarked taxes: €9.48bn
Tax expenditures: €8.72bn

Green Budget Tagging

Budget appropriations and earmarked taxes:

Favourable: —
Mixed: —
Unfavourable: —
Neutral: €22.69bn

Tax expenditures:

Favourable: €0.16bn
Mixed: —
Unfavourable: —
Neutral: €8.57bn

Most of the expenditures under the “Labour and Employment” mission have a neutral impact on the
environment. The only exception is the partial tax exemption for the share of transport fares that
employers, local governments and job centres pay for commuters (€155m in the 2021 Budget Bill),
which was tagged as favourable for the Climate and Pollution Objectives. This tax expenditure covers a
share of the cost of transport passes purchased by employees. This provides an incentive to use mass
transport, which has a smaller environmental impact than individual means of transport. The tax
expenditure also calls for some or all of employees’ costs for fuel and for charging electric vehicles,
rechargeable hybrids or hydrogen to be covered, making it an incentive for the use of cleaner individual
vehicles.
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Partial exemption for share of transport fares that €155m
employers, local governments or job centres pay for
commuters
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RECOVERY PLAN

Ministry for the Economy, Finance and the Recovery

Resources in 2021

Budget appropriations: €21.99bn
Earmarked taxes: €0.00bn
Tax expenditures: €0.00bn

Green Budget Tagging

Budget appropriations:

Favourable: €6.59bn
Mixed: —
Unfavourable: —
Neutral: €15.41bn

The first part of this report presents an overall assessment of the €100bn Recovery Plan. The figures
presented here concern the part of the Recovery Plan that is financed by budget appropriations in 2021.
The payment appropriations of €22bn in the 2021 Budget Bill for the “Recovery” mission include €6.6bn
in expenditures with a favourable impact on the environment. These appropriations cover all of the
actions under the “Ecology” Objective of the Recovery Plan and posted under the “Ecology” Policy
Programme. More specifically, this includes expenditures of €3.1bn for “Energy Efficiency
Improvements”, which are tagged as favourable for the Climate Objectives since they help reduce the
energy consumption of the renovated buildings, as well as appropriations to support biodiversity, which
are tagged as favourable for all of the objectives (actions on urban densification and renewal, risk
prevention and modernisation of sewage treatment plants). Expenditures on “Energy and Green
Technology” actions are all tagged as favourable for the environment. These expenditures mainly
finance measures to support research and modernisation in the aeronautics and automotive industries
(€0.9bn), “Decarbonising Industry” (€0.3bn), “Circular Economy and Short Distribution Channels”
€0.8bn), “Agricultural Transition” (€0.4bn) and “Oceans” (€0.04bn).

Appropriations for “Green Infrastructures and Mobility” (€1.3bn) are tagged as favourable for the Climate
and Pollution Objectives. They mainly finance measures to support the purchase of green vehicles
(€0.7bn). The also finance measures favouring rail transport (support for goods transport and investment
in rolling stock) and faster infrastructure development (€0.4bn). In contrast to the green budget tagging
of the €100bn Recovery Plan (see Box “Green Tagging the Recovery Plan”) no set percentage has been
applied when green budget tagging the Plan, given the minimal amount of “mixed” expenditures, which
is the Lyons-Turin tunnel in this case.
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All of the other actions under the other two budget policy programmes concerned by the Plan
(“Cohesion” and “Competitiveness”) are deemed to have a mostly neutral impact overall. Some minor
expenditures for different actions under the 2021 Budget Bill are not subject to a set percentage when
they are deemed to have a favourable impact on the environment under the €100bn Recovery Plan (see
Spotlight on Green Budget Tagging the Recovery Plan above). Examples include expenditures on
renovating buildings financed under the “Culture” action and expenditures on onshoring to secure critical
supplies, as was the case for chemical recycling of plastic.

Tagging of some actions may be adjusted in the 2021 Budget Outturn, based on the projects that actually
received financing.

Green Tagging in Detalil
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Energy efficiency improvements €3,125.3m Favourable
Biodiversity and land conservation €426.5m Favourable
Decarbonisation of industry €281.0m Favourable
Circular economy and short distribution channels €84.0m Favourable
Agricultural transition €390.0m Favourable
Oceans €44.8m Favourable
Infrastructures and green mobility €1,323.7m Favourable
Green energy and technology €910.7m Favourable
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Box 4 — Temporary Green Budget Tagging of Ordinary Operating Expenditures as
Neutral

Ministries’ ordinary operating expenditures, such as travel and heating, have been tagged as neutral for
the first green budgeting exercise because they are difficult to identify under the budget classification in
use. Operating expenditures that are not assumed to be environmentally neutral, such as expenditures
on motor fuel or fuel oil, cannot be isolated under the dedicated actions or sub-actions of the benchmark
budget model.

However, the outturn data can be used to tag expenditures and provide preliminary orders of magnitude.
The most recent consolidated data available are those for the 2019 fiscal year. The data provided by
the Public Finances Directorate General and the Public Procurement Directorate, following the
methodology used by the Joint Taskforce, show that €0.5bn of €2.6bn in cross-cutting expenditures
have a favourable environmental impact. This mainly concerns expenditures on electricity certified as
generated from renewable resources (€0.3bn) and expenditures on mass transport of employees by rail
or sea (€0.2bn). In contrast, €1.5bn in operating expenditures paid in 2019 have an unfavourable
environmental impact. These mainly concern expenditures on motor fuel (€1.1bn), gas and fuel oil
(€0.2bn), water (€0.1bn) and road and air transport of employees (€0.03bn). These two modes of
transport produce the most emissions and are classified as unfavourable.

However, the groundwork can be laid for collecting more precise information from budget documents
for future green budgeting exercises, particularly with regard to expenditures on motor fuel.

2. Summary of Missions with a Neutral Impact on the Environment

The central government budget includes 17 missions that do not have a separate “Mission
Scorecard” since the environmental impact of the relevant expenditures is completely neutral, for the
purposes of the methodology set out above. The missions with a neutral impact on the environment
are:

— The central government’s general and local administration;
— Veterans affairs, memory and links to the nation;

— Advice and supervision of central government;

— Undistributed appropriations;

— Defence;
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Government policy management;
Education;

Government property management;

Box 5 — Expenditures Under the Earmarked Account for “Government Property
Management”

Expenditures funded out of the earmarked account for “Government Property Management”
have been tagged as neutral in the first green budgeting exercise pending further work to ensure
the accuracy and relevance of a set percentage to represent the share of expenditures with a
favourable impact on the environment. This methodological research could be conducted for
green budgeting exercises in the future.

Nonetheless, the earmarked account already finances a large number of actions to modernise
the central government’s property management policy. Two priorities have been identified for
this action: first, rationalising property holdings and, secondly, an effective and efficient property
management approach and leading by example. Several objectives have been set for this
purpose:

- Development of preventive maintenance and upkeep of buildings, which will produce savings
in the long term, including energy savings;

- Financing for major construction and renovation work that mainstreams energy efficiency;
- Financing for operations that improve energy consumption management.

Expenditures on major construction and renovation work improve insulation and promote the
use of more energy efficient equipment. The Insight project in Bordeaux is a prime example of
major projects to improve the energy efficiency of buildings. The project calls for central
government services to be rehoused in a new building that meets the three criteria for the
government property management policy in terms of energy, property, economy and financing.
The Insight building uses less energy (40kWh.fe/m? and 70kWh.pe/m?) and has received the
highest environmental certifications “BREEAM very good”and “HQE Exploitation Tres bon”. The
commissioning plan started during the design phase and includes an assessment one year after
completion and consumption monitoring for three years. This building project achieves a 77%
reduction in final energy consumption and produces savings of €57,000/year on energy bills.

The earmarked account for “Government Property Management” also finances expenditures of
€20m in 2020 and 2021 for a programme of property improvements to produce immediate
energy savings (TIGRE), overseen by the Government Property Directorate, in conjunction with
the Ministry for the Ecological Transition and the Public Procurement Directorate. These
improvements feature distinctive procedures and/or prospects for rapid return on investment:
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- a financial contribution to the central government’s participation in the CUBE 2020 competition,
which is a national competition for actions aimed at occupants to promote energy savings. This
support goes to 34 applications in 2020, representing 56 buildings and 220,000m? of floor area;

- financing for testing and rollout of innovative solutions from a call for expressions of interest
made to the private sector;

- financing for work on projects selected after a call for projects aimed at central government
entities. The first call for projects in March 2020 resulted in the examination of more than 1,000
projects. A first series of 540 projects were selected in July 2020 with financing of €15m. The
projects represented primary energy savings of 60GWh and a return on investment in 6.9 years
at most.

- making central government buildings available for energy efficiency innovation programmes.
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Immigration, asylum and integration;

Justice;

Pensions (Policy Programmes 741 and 742);
Emergency Plan for the Health Crisis;

Public authorities;

Social security and retirement schemes;

Relations with local governments;

Box 7 — Relations with Local Governments

The “Relations with Local Governments” mission accounts for €3.9bn in payment
appropriations in the 2021 Budget Bill. The methodology and model used for this first
green budgeting exercise means that the appropriations for this mission have been
tagged as neutral for the environment. However, a portion of these appropriations does
finance green expenditures. Further methodological work could use these data to
assess the environmental impact of transfers to local governments.

Some of the central government support for local investment is used to finance green
investment. This use of appropriations is an integral part of the “Relations with Local
Governments” mission assessed using the Efficiency Indicator 1.2 of the Annual
Efficiency Plan, which measures the percentage of projects supported by the
Infrastructure Grant to Rural Areas (DETR) and the local investment grant (DSIL). This
percentage stood at 25% in 2019.

Each year, €200m from the commitment appropriations for the local investment grant
are earmarked for priorities under the “Accelerating the Ecological Transition” objective
of the Great Investment Plan, which are initiatives to reduce the energy consumption
of government buildings and to support the development of innovative transport
solutions to meet local needs. In 2019, the percentage of local investment grant
appropriations that were part of the Great Investment Plan stood at 36.6%, which is
higher than the initial target of 35%. This meant that €208m was devoted to projects
concerning these two objectives, which is 104% of the target announced in the 2019
Annual Performance Plan.
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The appropriations for the Infrastructure Grant to Rural Areas are also used to finance
projects that are favourable for the environment and decided at the local level.

Furthermore, as part of the Recovery Plan, the third Supplementary Budget Act
included €1bn in commitment authorisations for extraordinary investment grants to
municipalities. These appropriations are earmarked for the resilience of local health
systems, renovation of government properties and the ecological transition. The 2021
Budget Bill includes payment appropriations of €100m for this “extraordinary” Local
Investment Grant. A separate Mission Scorecard has not been created for the
“Relations with Local Governments”, since the expenditures are directly related to the
implementation of the Recovery Plan and the other expenditures have a neutral impact
on the environment.

— Solidarity, inclusion and equal opportunities;
— Sports, youth and non-profits.

In addition to these missions there are the levies on revenue paid to the European Union and local
governments. These expenditures have been tagged as neutral for this first green budgeting
exercise.

Box 8 — Environmental Impact of the European Union Budget

The levies on revenue paid to the European Union are tagged as neutral for this first
green budgeting exercise. They will be tagged in future exercises and this tagging
could be based on the reporting data and the first green budget tagging exercise by
the European Commission.

The budget of the European Union finances environmentally favourable expenditures
in many areas, such as agriculture, research, transportation, etc. France contributes
to this budget by paying its national contribution, which are the EU levies on revenue.

Monitoring of the environmental impact at the European level focuses on the climate.
The European Union committed itself to a target of devoting at least 20% of its 2014-
2020 budget to fighting climate change.
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Box 8 — Environmental Impact of the European Union Budget
(continued)

In June 2020, the European Commission deemed that the target should be close to
being met, with expenditures favourable to the climate standing at €211bn, or 19.8%
of the EU budget, between 2014 and 2020. Eligible expenditures have exceeded the
20% target since 2016, but they fell short in 2014 and 2015 because of delays incurred
at the start in the Common Agricultural Policy (CAP) and the Cohesion Policy, which
are the main contributors to the Climate objective.

The target has been raised to 30% of the European budget devoted to climate policies
for the period from 2021 to 2027.

The European Commission’s method for recognition of expenditures in favour of the
climate since 2014 has been based on the OECD’s “Rio Markers”. This scoring system
attributes coefficients of 100% to financing that makes a principal contribution to
climate objectives; 40% to financing that makes a significant contribution and 0% to
financing that makes no contribution or a negligible contribution. The European
Commission mainly looks at expenditure plans, rather than ex-post expenditures and
does not consider the negative climate impact that certain expenditures may cause.

The European Commission also uses this methodology to monitor expenditures
favouring biodiversity, which accounted for €85bn, or 8%, of the European Union
budget between 2014 and 2020. However, expenditures favouring the climate and
biodiversity are not cumulative. The European Commission counts certain
expenditures as favourable for both the climate and biodiversity.

The European Commission will continue to apply its methodology based on the Rio
Markers in the period from 2021 to 2027, but seek to refine it through better application
of the climate coefficients and closer scrutiny of expenditures of certain European
Funds. In addition, it will start tracking expenditures favouring air quality starting in
2022. Green budget tagging at the national level of the levies on revenue paid to the
European Union could be inspired by the methodological research and progress
achieved by the European Commission.

Each year, the Commission reports on its monitoring of environmental expenditures in
its Annual Management and Performance Report for the EU Budget and in its Draft
General Budget.
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Box 9 — France’s Green Bond

The green bond market was created in 2007 at the initiative of supranational issuers, such
as the European Investment Bank and the World Bank. The outstanding amount of green
bonds stood at $250bn in 2018, compared to $81bn in 2016 (source: Climate Bonds
Initiative). In the first half of 2020, social bond issuance was on the rise, driven by the COVID
pandemic, whereas green bond issuance dipped. However, it should rebound in a few months
in view of the urgency and stakes involved in the ecological transition and energy transition.

France has contributed to the growth of the green bond market. Its initial issue of a sovereign
green bond with a maturity of 22 years, the 1.75% Green OAT, raised €7bn. This made
France the first country to issue such a large green bond. Since then, other euro area
countries have followed suit, including Belgium, Ireland, the Netherlands and, in September
2020, Germany. France’s green bond is tapped regularly and its outstanding amount stood
at €27.4bn at the end of September 2020.

Each year, green bond issuance is matched to a set of expenditures selected by an
interministerial working group in accordance with the criteria set out in the green bond
framework document. These expenditures are favourable for the environment and constitute
a sub-set of the expenditures identified during the green budgeting exercise. They also meet
some requirements that are specific to the green bond market. This means that payroll
expenditures are excluded, along with expenditures that could result in double counting,
which are typically subsidies paid to agencies that may issue their own green bonds.

France’s green bond provides sustainable finance with a risk-free liquid asset that enables
green investors to diversify their portfolios. It also exemplifies a transparent approach that
could provide an incentive for corporations and other French public sector agencies to follow
market best practices as well. France has made a special commitment to investors, to civil
society and, more generally, to its citizens:

- to publish an annual report on the allocation of the funds raised and the overall performance
of the eligible green expenditures;

- to ensure more particular scrutiny of the environmental impact of the eligible green
expenditures.

France created the Green OAT Evaluation Council for this purpose. The nine-member
Council is made up of independent international experts and chaired by Manuel Pulgar-Vidal,
former Minister for the Environment in Peru and WWF Global Climate and Energy Practice
Leader. The Council defines the terms of reference for the evaluations and issues an opinion
on the relevance of their findings. The Council has supervised the publication of the reports
on the Energy Transition Tax Credit (2018) and on the French Inland Waterways Commission
(2019). A third report on the National Forestry Commission is slated for publication before the
end of 2020.
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Part II:
The range of financial supports for
the ecological transition

A. Evaluation of public and private financial resources for
climate actions

The public and private financial resources allocated to climate actions, and how they compare to the
estimated financial requirements, can be analysed in detail with reference to the common foresight
scenario® that informs the National Low-carbon Strategy (SNBC) and Multiannual Energy Plan (PPE),
both adopted in April 2020.

These analyses help place central government budget expenditures in a wider budgetary context that
takes account of local and regional authorities, infrastructure operators, social landlords, businesses
and households.

The analyses provide an early indication of whether central government and government-funded
institutions have sufficient financial resources to meet energy and climate targets set down by the Act
referred to in Article L.100-1 A of the French Energy Code, although it is also important to note that this
Act does not determine the choice of public policy instruments in each area that affect how budgetary
resources are apportioned between the various entities, in particular central government.

The Landscape of Climate Finance report, published by think-tank 14CE?, is a research programme that
identifies items of climate investment expenditures in France, analyses how these expenditures are
financed, and gauges whether their levels are enough to meet national targets®. While the study takes
a broader perspective by looking at all public- and private-sector economic agents, it addresses a
narrower range of expenditure items than is the case for the central government expenditure
programmes discussed above which, in some cases, include operating expenditures and staff costs.
The “Landscape” only looks at investment in equipment (capital investment) and certain durable goods
(e.g. new vehicles).

The study is currently being updated to include figures and analysis for 2019, and the 2020 Landscape
of Climate Finance report is due to be published by the end of the year. For this reason, the 2019
Landscape study, which uses 2018 figures and offers an initial outlook for 2019 for the main sectors of
the transition, forms the basis of the analysis below.

3 https://www.ecologie.gouv.fr/scenarios-prospectifs-energie-climat-air

4 Institute for Climate Economics.

5 https://www.i4ce.org/go_project/panorama-financements-climat-domestiques/panorama-financements-climat-
france

80



Report on the Environmental Impact of the Central Government Budget — September 2020

1. Financial resources allocated to climate transition

According to the Landscape of Climate Finance report, €45.7bn of capital investment was allocated to
the climate transition in France in 2018. Investment in this area has increased every year since 2014,
with a sharper rise (14%) between 2016 and 2018. This trend can be explained by the high cost of
energy and COg, low interest rates and a favourable regulatory environment, following the enactment of
the Energy Transition and Green Growth Act (LTECV) in 2015, underpinned by subsequent long-term
policy objectives in the second National Low-carbon Strategy (SNBC2), the second Multiannual Energy
plan (PPE2), the Climate Action Plan (Plan climat), and in laws recently introduced such as the Climate
and Energy Act and the Mobility Reform Act.

The breakdown of investment expenditures by project holder is as follows:

(€ bn) 2017 2018
Central government 0.1 0.3
Local and regional authorities 3.9 4.3
Infrastructure operators 8.3 8.8
Social landlords 1.7 1.6
Businesses 13.6 13.6
Households 16.0 17.0
Total 43.7 45.7

The difference between the level of central government investment as narrowly defined (less than €1bn)
and that of the budget expenditure items identified above (€7.9bn in total) can be explained by the
central government's more active role in co-financing projects delivered by local and regional authorities,
households and businesses. Central government also subsidises and/or underwrites some investment
from third parties; for example, under Policy Programme 764, €5.4bn is allocated to support renewable
energy projects and load management initiatives, as well as directly finance or subsidise the
procurement of clean vehicles.

To finance this investment, €8.7bn comes from public authorities (e.g. central government, local and
regional authorities, public-sector agencies and EU funds), €3.1bn from public financial institutions (e.g.
Caisse des Dépots, BPI France or the European Investment Bank), €20.9bn from commercial banks
and capital markets, and €14.1bn from households and businesses. Funds are allocated to project
holders using a range of instruments (e.g. direct payments, subsidies, concessional loans, commercial
loans and bonded debt).

Households invest overwhelmingly in buildings (including construction and renovation) and, to a lesser
extent, in transport (e.g. private vehicle purchases). Businesses invest primarily in centralised energy
production and networks. Public project holders direct most of their investment to transport in order to
build and maintain infrastructure. The breakdown of climate investment by economic sector is as follows:
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Climate-related investment by sector (€bn)

19,7 207
12,6 13,8
9,4 9,5
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Buildings Transport Industry Agriculture Energy Total
production and
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Source : I14CE figures

Buildings (construction) was the single largest category, receiving €20.7bn of investment in
2018. The majority (76%) was allocated to renovation of residential and office buildings; the
remainder went towards energy efficiency in construction. Investment in the energy efficiency
of new builds is expected to stall in 2019. While the number of office-building planning
permissions (i.e. number of approvals) is set to increase, this will be offset by a fall in residential
building planning permissions. Expenditures on energy renovation projects in 2019 is also
expected to be similar to levels seen in 2018, although the energy performance for works
undertaken is unknown.

In transport, low-carbon investment projects totalled €13.8bn in 2018. Most of this investment
(80%) was directed to infrastructure development projects; low-carbon vehicles and non-
motorised mobility accounted for the remainder. In 2019, infrastructure operators (e.g. SNCF
Réseau, RATP, Société du Grand Paris) and local and regional authorities have increased
investment in mass transport infrastructure, in particular the Grand Paris Express and the
existing rail network. Sales of low-emission vehicles have markedly increased, both for
passenger cars and heavy goods vehicles.

Industry received €1.2bn of investment in 2018, 11% less than in 2016. This is due to
fluctuations in expenditures on energy efficiency projects, which accounted for 63% of total
investment in the sector.

The agricultural sector received €0.5bn of investment in 2018, 11% more than in 2016. Almost
half (46%) of all investment was allocated to forestry, with the remainder going to construction
of wooden farm buildings, renewable energy sources and solar energy in agriculture, and
energy efficiency.
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— Investment in energy production saw a slight increase (7% over the past three years). 53% of
investment in this area went to nuclear energy projects, 44% to renewable energy production,
and just under 3% to networks. In 2019, renewable grid generation capacity fell slightly, while
biomethane injection capacity increased by almost 80%. The increase in the Heat Fund (Fonds
chaleur) budget for 2019 is expected to boost investment in renewable heating capacity and
district heating. With respect to nuclear energy, EDF has significantly increased investment in
the major overhaul (grand carénage) of its existing generation capacity, while maintaining
investment of €0.8bn in the EPR project at Flamanville.

2. Adequacy in view of financing requirements

Difference
1st carbon between 2015-
Investment udaot 2nd carbon budget, 3rd carbon budget, 2018 budget
requirement get 2019-2023 2024-2028 and 3rd carbon
(€bn per year) 2015-2018 budget
pery (observed) . g
requirement
%
Low High Low High (%)
Buildings 17.2 19.3 214 22.9 255 34%
Transport 111 204 20.5 33.6 34.6 201%
Energy (excl. 0
nuclear) 3.6 7.9 8.9 8.4 135 133%
Total 31.9 47.6 50.8 64.9 73.5 103%

The table above gives required investment ranges for the next two carbon budgets, with investment
levels inferred using the baseline "with additional measures" scenario used in the 2020 National Low-
carbon Strategy. These values are primarily based on scenarios and projections used in national
strategies and planning. Whilst the figures have been adapted to the Landscape's own methodology,
they are broadly consistent with those used in national strategies and planning.

Itis important to note that investment requirement estimates were only produced for sectors that provide
scenarios that 14CE can quantify as trend values for investment; for this reason, agriculture, industry
and nuclear energy were not included. The above estimates should not therefore be compared with total
investment observed for 2015-2018 in the first carbon budget (approx. €42bn per year), but with the
average annual total of €31.9bn for all sectors included in calculation.

This means that, in addition to the annual average of €31.9bn for 2015-2018, another €15-18bn per year
would be required to achieve the objectives under the second carbon budget and another €33-42bn per
year to meet the third carbon budget — double the current level for the sectors in question.

The largest increases will be required in transport and energy, which call for increases of 201% and
133% respectively between the first and third carbon budgets. In the transport sector, almost all of the
increase (approx. €20bn) will be linked to the gradual replacement of expenditures on motor-powered
vehicles with expenditures on electric vehicles (approx. €4bn only in terms of extra cost). In energy
production, the additional requirement of approximately €7bn should be mostly (approx. €6bn)
accounted for by expected investment in onshore and offshore wind energy projects and solar energy
generation.
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3. Measures to promote renewable energy sources

Financial support for the development of renewable energy capacity is one of the mechanisms identified
in the analysis above. The government has four main support measures at its disposal:

"On-tap" financial support packages, available for all eligible installations. These support
packages are only allocated in support of small-scale renewable energy generation projects;

— Tenders: Under Article L.311-10 of the French Energy Code, the Minister for Energy can launch
competitive tender processes in pursuit of targets set in the Multiannual Energy Plan (PPE).
Winning bidders may receive support in the form of a feed-in tariff or top-up payments;

— Financial support measures may be implemented through an obligatory purchase agreement
(Art. L.314-1 of the Energy Code) or a top-up payment agreement (Art. L.314-18 of the Energy
Code). Under this arrangement, renewable energy producers are paid a bonus in addition to
the market price they receive for electricity produced;

— The Heat Fund, administered by the French Environment and Energy Management Agency
(ADEME) since 2009, which funds projects in multi-family dwellings, the service sector,
agriculture and industry, initiatives to increase the use of biomass (e.g. forestry, agriculture,
biogas), geothermal energy (directly or through pumps), solar thermal energy, energy recovery,
and the development of district heating that uses energy from these sources. Over the period
2009-2019, ADEME provided €2.44bn in support to 5,355 operations, generating €7.95bn of
investment and 2.7 million toe (approx. 31.3 TWh per year) in energy production.
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2020.This proportion was 17.2%in 2019. Hydro and wind energy production figures are standardised by smoothing over fifteen and five years
respectively.

Source: SDES figures

Renewable energy sources as a proportion of gross final

energy consumption by source; observed and 2020 target
Source: Datalab, Renewable energy — Key figures, 2020, SDES

Renewable energy sources accounted for 17.2% of gross final energy consumption in 2019, eight
percentage points higher than in 2005. Taken together, renewables were France's fourth-largest energy
source in 2019 after nuclear (40%), oil (28.8%) and gas (15.7%)¢.

Gross final renewable energy consumption in 2019 stood at 26.5 Mtoe, in the following forms:
— 13.6 Mtoe (51%) as heating, an increase of 3.1% on 2018, largely due to the growth in heat
pumps, but also heat generated from solid biomass and renewable household waste;

— 9.7 Mtoe (37%) as electricity, an increase of 4.1% on 2018, driven primarily by growth in onshore
wind and solar energy generation;

— 3.2 Mtoe (12%) as fuels, an increase of 1.8% on 2018, driven by increased use of bioethanol
(biodiesel use fell slightly over the same period).

6 Renewable energy — Key figures, 2020, SDES.
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Quarterly key indicators, collected by the Ministry for the Ecological Transition's statistics unit, closely
track movements in installed generation capacity for solar, wind, biogas injection (for electricity
generation) and biomethane injection (for gas networks).

4. Changes in the public-service energy obligations
Scope

Public-service energy obligations are defined in Articles L.121-7, L.121-8, L.121-8-1 and L.121-36 of the
Energy Code and are derived in part from the renewable energy support measures outlined in the
previous section.

Successive budgets, beginning with the Supplementary Budget Act for 2015 (Act of 29 December 2015),
instituted major reforms to how public-service energy obligations are funded.

The CSPE, a contribution paid by consumers on their electricity bills as a means of financing public-
service electricity obligations, is no longer linked to financing for renewable energy in the electricity
sector. Reforms have been made to the contribution's legal and regulatory framework. Its successor,
the domestic consumption tax on electricity for end-users, now directly finances the general budget.
Since the reforms to energy service obligations in 2016, the tax has remained fixed at €22.50/MWh.
Likewise, the domestic consumption tax on natural gas for end-users is no longer linked to public-service
gas obligations, and its proceeds now also go straight into the general budget. The contribution to the
special gas solidarity tariff has been abolished.

All public-service energy obligations are now financed out of the central government budget. As a result
of this reform, changes in the cost of supporting renewable energy development now impact on the
central government budget, and not on the electricity bills of the end-user as before. It is important to
note that increases in wholesale electricity prices are reflected in higher consumer electricity bills and in
reductions in the cost of measures to support renewable energy, paid by the taxpayer (and vice-versa,
where wholesale electricity prices fall). The same applies to gas. In economic terms, measures to
support renewable energy act as a stabiliser on payments to renewable energy producers.

In particular:

— 2016-2020: Measures to support the development of renewable energy for electricity,
biomethane injection and load management were paid for by central government out of the
earmarked "Energy Transition" account (CAS TE), funded by taxes on energy products with the
highest greenhouse gas emissions, namely the domestic tax on consumption of energy
products (TICPE), levied on fossil fuels including petrol and diesel; and the domestic tax on
consumption of coal (TICC). Public-service energy obligations linked to tariff equalisation with
areas off the national grid, a range of social measures, and public supports for natural gas
cogeneration, were funded directly out of the central government general budget (Policy
Programme 345: "Public-service energy").

— 2021 onwards: Under Article 89 of the Budget Act for 2020, the earmarked energy transition
account will be abolished as of 1 January 2021. Expenditure commitments under this earmarked
account, funded by a portion of TICPE and TICC, will now be funded out of the central
government general budget. Under the new arrangement, all costings for public-service energy
obligations by the Energy Regulatory Commission (CRE) are included under a single
programme item, "Public-service energy" (Policy Programme 345).
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Public-service obligations are costed annually by the Energy Regulatory Commission (CRE) for the
following year to 15 July. Public-service energy contributions for 2021 have been costed at €9,135.4m,
12% higher than for 2019 (€8,151.1m).”® Key factors in this increase of almost €1bn include:

— ongoing expansion of renewable electricity generation capacity in metropolitan France (9.2 TWh
of expected additional capacity, an increase of 17%) resulting in an increase in charges of
€900m on 2019; this increase is moderated by a concurrent rise in the average expected market
price. The increase due to renewable energy for electricity in metropolitan France is €517.2m;

— the increasing number of biomethane injection facilities and increasing volume of gas injection,
leading to a five-fold increase (€436.1m) in charges linked to biomethane purchases;

— the €73.2m increase in charges in areas off the national grid (ZNIs), driven primarily by the
numbers of new renewable facilities in these areas.

The public-service electricity obligations management committee (CGCSPE)?, established under the
Energy Transition Act of 17 August 2015, informs citizens and Members of Parliament of the multi-year
commitments undertaken in relation to contributions. Its first annual report was published in June 2019%°
and its second report in August 2020, In its most recent report, the committee estimated the total cost
of central government undertakings between the early 2000s and late 2019 in support of renewable
energy sources in electricity generation and gas cogeneration in metropolitan France and financed by
public-service energy contributions, to be between €140-154bn (excluding biomethane injection). Of this
amount, €102-116bn is yet to be paid in future years on a timescale which, in view of the dates of the
undertakings and the duration of contracts, extends out to 2046 under the adopted market price
scenario; this is consistent with the figures used in the Multiannual Energy Plan. The amount already
paid — approximately €38bn — accounts for roughly one quarter of the total cost of these commitments.
The cost of commitments under biomethane injection support contracts is approximately €8bn, which,
at present, is less than 6% of all supports for renewable energy sources in electricity generation and
natural gas cogeneration. Moreover, the committee reviewed the public-service energy contributions
component in the impact study for the multiannual energy plan for metropolitan France and is also
expected to report on the proposed multiannual energy plans for areas off the national grid.

7 And 15% higher than expected charges for 2020 (€7,929.9m)

8 https://www.cre.fr/Documents/Deliberations/Decision/evaluation-cspe-2021

9 https://www.ecologique-solidaire.gouv.fr/comite-gestion-des-charges-service-public-lelectricite

10 https://www.ecologie.gouv.fr/sites/default/files/Rapport%20annuel%20du%20CGCSPE. pdf

1 https://www.ecologie.gouv.fr/sites/default/files/Rapport%20annuel%20du%20CGCSPE%20n%C2%B02.pdf
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Evaluation

For expenditures by payment appropriation for the earmarked "Energy Transition" account and for Policy
Programme 345, "Public-service energy" (SPE), reference is made to the CGCSPE report discussed

below.

5. Overview of energy demand management initiatives

The main energy demand management initiatives are:

The Energy Saving Certificates (CEE) scheme, under which energy providers make a binding
commitment to public authorities to achieve energy savings; energy providers are encouraged
to actively promote energy efficiency among their customers and other energy users (e.g.
households, local authorities and businesses). On 1 January 2018, the scheme entered its
fourth cycle. Initially scheduled to run from 2018 to 2020, this period was extended by one year
to the end of 2021, maintaining the same annual energy saving commitment (533 TWhc). This
offered participants greater flexibility towards fulfilling their obligation while keeping to targets
defined at the outset. In the fourth cycle (2018-2021), €16bn will be put towards CEE initiatives
over four years, which will enable consumers to save more than €150bn on their energy bills
(€10bn, or 92 TWh, each year for 15 years). Half of the CEE volumes will directly benefit
households in fuel poverty. These expenditures are extra-budgetary and thus not accounted for
in this report;

Heating regulations applicable to new buildings in metropolitan France (RT 2012, which sets
down a standard consumption level for new buildings of 50 kWh per sq. m per year, will be
replaced in 2021 by RE 2020 with more stringent but as yet undefined requirements), for new
buildings in overseas territories (applicable heating, noise and ventilation regulations — RT
DOM) and, for existing buildings in metropolitan France (requirements applicable to building
retrofitting, complete or phased, see Order of 3 May 2007 amended by the Order of 22 March
2017 regarding the heating properties and energy performance of the existing building stock
and Decree 2017-919 of 9 May 2017 for “embedded” works that requires insulation works to be
carried out alongside major works on the building);

Energy saving requirements for office buildings in 2030, 2040 and 2050 (Decree 2019-771 and
Order of 10 April 2020 regarding obligations to achieve reductions in final energy consumption
in office buildings);

The energy transition tax credit (CITE) for energy efficiency improvements to the private housing
stock (e.g. insulation, heating and hot water production, ventilation, installation of electric vehicle
charging stations, etc.). As of 1 January 2020, the CITE is being phased out and replaced by
Ma Prime Rénov', a bonus paid to carry out retrofitting works. In the transition, CITE will be
continued on a fixed-rate basis for middle-income households (fifth to eighth income deciles),
in order to take account of household resources, energy savings and heating production from
renewable sources. Meanwhile, low and very low-income households (first to fourth income
deciles) will receive Ma Prime Rénov' in an amount greater than or equal to CITE for the same
category of works. In 2021, middle and high-income households will also switch over from CITE
to Ma Prime Rénov’;

The eco zero-interest loan (éco-PTZ) available to individual owner-occupants and landlords to
finance retrofitting works (comprehensive or single-action — see section on taxation), the
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eligibility requirements for which were relaxed in 2019 with the removal of the work volume
condition;

National Housing Agency (ANAH) supports, including Habiter Mieux (Live Better), an initiative
to combat fuel poverty introduced in late 2010, in which households in fuel poverty receive
financial support and social, technical and financial assistance to complete energy retrofitting
works. Under the programme, 422,000 homes had been retrofitted by the end of 2019, including
117,000 homes in 2019 alone. The programme is aimed at low and very-low-income owner-
occupants, owner-landlords who enter into an agreement with the ANAH to regulate rental
conditions, and co-ownership organisations in a precarious position or facing difficulties;

Reduced-rate VAT (5.5%) for works to improve the energy performance of dwellings completed
more than two years earlier (see taxation section);

The reward/penalty scheme (bonus/malus) for vehicle purchases, to reward those who
purchase new vehicles with the lowest CO. emissions and penalise those who purchase models
with the highest emissions, in addition to the car-scrapping bonus, an extra payment where the
purchase or leasing agreement involves withdrawing an older vehicle with high emissions from
use for the purpose of scrapping. Since 1 January 2018, the car-scrapping scheme has been
used to upgrade 700,000 vehicles, and the aim is to issue one million bonus payments over the
five-year presidential term. The scrappage scheme had more than 50,000 recipients in 2019,
and electric vehicle sales are estimated to reach 100,000 in 2020;

The EU Emissions Trading Scheme for the industry and energy production sectors (see box
below).

Emissions Trading Scheme (ETS)

The ETS (EU Directive 2003/87/EC amended by Directive 2018/410) applies to more than
11,000 facilities and airlines across Europe. In France, 23% of greenhouse gas (GHG)
emissions and 84% of industry emissions are covered by the scheme. Since 2012, it has
covered the industrial sectors (electricity generation and sectors such as cement, steel,
chemicals and refining) and the aviation sector.

The GHG emissions trading scheme began on 1 January 2005 and will be implemented in four
phases. The guiding principles remain the same across all phases; companies are required to
measure their emissions and return allowances equal to their confirmed volume of emissions.
Some allowances are subject to free allocation, while others are sold at auction. Allowances are
tradable and prices are determined by supply and demand.

In the context of higher targets for Phase 1V (2021-2030) under the revised directive, the Market
Stability Reserve, established in 2017, has facilitated an increase in the price of allowances from
€5 in September 2018 to €25 in September 2019. Since then, the price has mostly fluctuated
within the €25-30 range, despite a sharp but temporary fall in Spring 2020 during the Covid-19
crisis. The proceeds of allowances sold at auction are allocated to ANAH up to a limit of €420m.

To ensure that domestic consumption tax (TIC) is not charged on top of ETS commitments,
some companies receive relief on TIC payments (on the full rate, or on the carbon component
only; see taxation section).

89




Report on the Environmental Impact of the Central Government Budget — September 2020

All of these arrangements may be reviewed in impact studies and in ex-ante, in itinere or ex-post
analyses on their specific impact on the energy consumption patterns of the target group. In terms of
final energy consumption and final energy intensity, the overall position is as follows:

In 2019, final energy consumption was 141.9 Mtoe (figures adjusted for climate variability), slightly lower
than in 2018 (-0.7%)*2. Consumption was concentrated primarily within transport (45 Mtoe), residential
housing (41 Mtoe), industry (27 Mtoe), the service sector (24 Mtoe) and agriculture (4 Mtoe). Primary
energy consumption in 2019 was 249 Mtoe (adjusted for climate variability), continuing a downward
trend from the 2005 peak of 271 Mtoe.

Between 2018 and 2019, the downturn was sharpest in the service and industry sectors (-1.6%
and -1.5% respectively). However, when viewed over a longer period, only the industrial sector has
sharply reduced its final energy consumption (by more than 15%) since 2000. Other sectors have seen
small reductions (e.g. housing, agriculture-fisheries) or small increases (e.g. service sector, transport)
in final energy consumption between 2000 and 2019.

Final energy intensity (i.e. the ratio of final energy consumption to GDP) has fallen continuously since
the mid-1990s; in the last ten years, it has fallen by 1.5% per year on average (after adjusting for climate
variability). It fell again in 2019 (-2.2%) across all sectors with the exception of agriculture. Final energy
intensity is among the lowest in the European Union, down approximately 30% over the period 1990-
2019: an indication that energy consumption is decoupling from economic growth. However, the role of
energy consumption in imports and exports (as addressed in carbon footprint analyses!3) merits
inclusion in more detailed analysis.

12 SDES source data: Energy — Key figures, 2020
13 SDES: Climate — Key figures: France, Europe and World, 2020
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6. Trends in the environmental impact of energy consumption

The CO:2 emission levels in this section are derived from burning fossil fuels. These account for more
than 93% of total CO- emissions and approximately 69% of greenhouse gas emissions in France.

Unless stated otherwise, the analysis below uses data provided by the CITEPA (Interprofessional
Technical Centre for Atmospheric Pollution Studies) in the "Climate Plan" section of the SECTEN
report!* The analysis covers metropolitan France, overseas départements and Saint Martin (Kyoto
terms of reference).

Initial estimates of CO2 emissions from energy combustion for 2019 point to a 1% fall in emissions on
2018. These volumes are 19.6% lower than in 1990.

Sectoral analysis:

Transport: the transport sector is the leading source of emissions, with almost 43% of direct
emissions from energy combustion. Emissions in 2019 have held steady since 2018 (-0.1%),
but are 7.5% higher than 1990 levels.

Residential and office buildings: this sector accounted for 22.4% of emissions from energy
combustion in 2019, down 2.6% on 2018. This reduction, also observed between 2017 and
2018, was in part due to the milder winter, and may also be explained by improvements in the
energy performance of appliances and the retrofitting of buildings.

Industry: this sector accounted for more than 16.3% of emissions from energy combustion.
While volumes have been relatively stable since 2016 (-1.9%), they have fallen 36.3% since
1990.

Energy sector: emissions in this sector fell slightly (-0.8%) between 2018 and 2019. The
reduction was restrained by short-term factors, including the limited availability of nuclear and
hydroelectric generation capacity, placing increased demand on natural gas and fuel oil plant
capacity. The increase in wind power generation, together with the relatively mild winter and
modest economic growth, have offset the increased use of fossil fuels.

Agriculture: emissions (from energy combustion) continued their downward trend (-1%) and
now account for 3.8% of emissions from energy combustion.

14 https://www.citepa.org/fr/activites/inventaires-des-emissions/secten
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CO. emissions from energy combustion (MtCOZ2)

Sector as a
Change Change proportion
1990 2010 2015 2016 2017 2018 2019 1990-2019 2018-2019 of the total
(%) (%) in 2019
(%)
Transport 122.2 134.1 | 132.8 | 133.3 | 133.9 131.4 131.3 7.5% -0.1% 43.0%
Residentialand | g0 o | 41 | 742 | 744 | 744 | 702 | 684 -19.9% -2.6% 22.4%
office buildings
Industry
excluding 78.1 58.1 51.1 50.3 50.0 50.7 49.7 -36.3% -1.9% 16.3%
energy sector
Agriculture 11.6 11.9 12.0 11.6 11.3 11.4 115 -0.8% 1.0% 3.8%
Energy sector 61.8 55.2 45.0 48.2 52.6 44.6 44.2 -28.5% -0.8% 14.5%
of which
electricity 40.6 34.0 21.1 24.6 28.9 20.9 20.6 -49.3% -1.5% 6.7%
generation
Total 359.2 3535 | 315.1 | 317.8 | 322.2 308.3 305.3 -15.01% -1.0% 100%
Source: DGEC calculations based on CITEPA 2019, SECTEN survey, Kyoto terms of reference and UNFCCC survey,
Kyoto terms of reference, 2019 data: estimates as of 31/07/2020

CO2 emissions from combustion (MtCO2)
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B. Evaluation of public and private financial resources for
transition (excluding climate)

Methodological note

Financial resources committed by economic agents in the public and private sectors
to protect and sustain the environment and natural resources can be inferred from
environment-related expenditure. This expenditure is calculated using national and
European accounting methods (see box): items of public funding (from central
government, public agencies and/or local authorities) included in this expenditure are
not therefore identical to those described in Part | of this report. It also does not include
climate expenditure, which is set out in the previous section using the I14CE
methodology. The most recent available figures are for 2017.

In 2017, public and private financing for the environment totalled €68.3bn, of which €48.3bn was
expenditures on environmental protection (Classification of Environmental Protection Activities — CEPA)
and €20.0bn was allocated to natural resource management (Classification of Resource Management
Activities — CReMA). Between 2000 and 2012, environmental expenditures on water and waste
increased, which was linked to upgrades to water treatment facilities under the EU Water Framework
Directive (WFD), improvements to separated waste collection, and increased investment in household
waste treatment facilities (UTOMSs). Between 2012 and 2016, expenditures fell slightly in response to
the decline in investment in wastewater management and the lower price of secondary raw materials
(SRMs). 2017 saw a minor rebound in ordinary and capital expenditures.

Environment-related expenditures can be broken down into capital expenditures (€14.1bn), which
accounts for 21% of total expenditures, and ordinary expenditures (€54.1bn), 79% of total expenditures.

Ordinary expenditures include final household and public-sector consumption of environmental goods
and services, and intermediate business consumption. In some areas, capital investments can have a
knock-on effect on ordinary expenditures, with at least some degree of lag. For example, where a local
authority or a company with a public-service remit invests in a wastewater treatment plant, the capital
investment can place upward pressure on water service charges, thereby increasing household ordinary
expenditures.

Businesses are the main source of finance for environmental expenditures (almost 48%, or €32.7bn)
ahead of households (27%, or €18.3bn) and the public sector — central government, local authorities,
public agencies — (24%, or €16.6bn). The EU's financial contribution remains marginal (under 1%, or
€0.6bn) and mostly takes the form of subsidies under the European Agricultural Fund for Rural
Development (EAFRD).

93



Report on the Environmental Impact of the Central Government Budget — September 2020

Breakdown of environment-related expenditure, 2017
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The main expenditure items relate to water, divided between clean water supply and wastewater
management; and waste, allocated to the public waste management system, special treatment actions
by businesses, and street cleaning.

7. Trends in total environment-related expenditures

Environmental spending has narrowly outpaced gross domestic product (GDP). Between 2000 and
2017, expenditures increased by 2.8% per year on average in real terms, compared with average annual
GDP growth of 2.6%. The annual inflation rate averaged 1.4% over the same period.

The largest increases in expenditure occurred between 2000 and 2010 (4.1% per year on average);
waste and water accounted for most of this increase. Since 2010, growth in expenditures slowed to
1.5% per year, with a slight downturn between 2012 and 2016 as fewer upgrade works to water facilities
were carried out. In 2017, there were signs that the trend was starting to reverse.
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Total environment-related expenditure and GDP, 2000-2017
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The main source of finance for environmental expenditures was business (€32.7bn, or 48%), followed
by households (€18.3bn, or 27%) and the public sector (€16.7bn, or 24%). Their respective proportions
have largely held steady over this period. The increase in overall expenditures was driven primarily by
increases in expenditures on waste management and, to a lesser extent, clean water supply and
wastewater management.

Environment-related expenditure by financing source, 2000-2017
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Environment-related expenditure by activity area, 2000-2017
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Environmental expenditures consist of capital expenditures (€14.1bn), which accounts for 21% of total
expenditures, and ordinary expenditures (€54.1bn), 79% of total expenditures.

In the three environmental sectors that account for the majority of expenditures (i.e. wastewater, clean
water, waste), the public sector (local authorities in particular) were the largest contributors in terms of
capital investment. Businesses and households were the largest contributors to ordinary expenditures.

8. Trends in environment-related capital expenditures
Capital expenditures (or investment) is made up of expenditures allocated to land purchases, specific

construction projects, retrofitting or major equipment purchases, in order to produce more
environmentally friendly goods and services.
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Environment-related capital expenditure by financing source, 2010-
2017
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Environment-related capital expenditure by activity area, 2010-2017
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In 2017, €14.1bn of investment was allocated to environment-related initiatives. The central government
sector!® was the largest financial contributors, in particular local and regional authorities, which provided
52% of total capital expenditures. Investment was channelled primarily to wastewater, clean water and
waste projects, which are more capital intensive. The slowdown in wastewater management
expenditures from 2012 onwards was in part due to the completion of upgrades to urban water treatment
plants. Relatively high levels of investment in waste infrastructure over a prolonged period have
facilitated the development of composting and sorting facilities, as well as acquisition of new equipment
to improve waste recovery rates!®, Sharp increases in expenditures on biodiversity and landscape
conservation projects (29% growth between 2010 and 2017) are linked to projects undertaken by water
boards to restore aquatic environments, under targets set in their tenth action programme (2013-2018).
Water boards assist local authorities and businesses with their ecological, hydrological and sedimentary
sustainability projects, for example by acquiring or restoring wetlands, bogs and watercourses.

Investment by businesses is concentrated on waste and wastewater management. Business
expenditures on wastewater management has outstripped that of households since 2006, largely due

15 This includes central government and other central government bodies on the one hand (APUC), and local
government (APUL) on the other.
16 Ademe (2017), ‘Waste — Key figures’'.
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to investment by companies with a public-service remit in collective wastewater treatment and
investment by companies in their own water treatment facilities.

Households also contribute to capital investment, albeit to a lesser extent. Investment mostly takes the
form of purchases of insulating windows and soundproofing in new and existing housing stock. Only the
acoustic improvement component is included within environmental expenditures, as a noise reduction
item. Investment in soundproofing and acoustic improvement projects for dwellings was €0.6bn in 2017.

9. Trends in environment-related ordinary expenditures
Ordinary expenditure measures spending by economic agents on market and non-market goods and

services and may include water bills, operating costs of public and private establishments (including
staff costs), equipment repair and maintenance costs, among others.

Environment-related current expenditure by financing source, 2010-2017
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Environment-related current expenditure by activity area, 2010-2017
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At €54.1bn, ordinary expenditure accounts for most environment-related expenditure. Businesses are
the largest contributor to this expenditure, which largely consists of water charges (water supply and
wastewater treatment) and waste management charges (collection and processing). Whilst some
companies have their own internal waste management systems, most use specialist waste collection
and processing companies.

Businesses also contribute financially to the waste recovery sector. Expenditure on purchases of
secondary raw materials (SRMs), after collection and sorting, increased in 2017. This expenditure is
heavily dependent on volumes, which have been increasing as recycling capacity has expanded, along
with the price, of SRMs. Furthermore, the primary and secondary raw material markets are also closely
correlated (alignment of market prices). The fall in the price of primary raw materials between 2012 and
2017 placed downward pressure on the price of SRMs.

Households are another financial contributor to environment-related ordinary expenditure, through
payment of water charges and the refuse collection tax/levy (TEOM/REOM) used to finance waste
collection and processing. These expenditure items have grown consistently since 2000, in order to
finance investment by local and regional authorities (directly managed) or companies (under public-
service remits) to introduce separated waste collection.

Public sector contributions to ordinary expenditure are principally used to cover general administration
costs (e.g. staffing costs, training, management and decision-making supports, etc.) and a variety of
subsidies towards projects such as biodiversity protection. This expenditure has remained stable over
the period.
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Methodological note

Environment-related expenditure accounts are prepared in accordance with the EU
framework. SERIEE! provides Member States with a common framework for
collecting, processing and presenting information. The framework is subject to
Regulation (EU) 538/2014 of the European Parliament and of the Council of 16 April
2014. These accounts cover specific activities and actions and are presented under
the Classification of Environmental Protection Activities (CEPA), or based on agents'
contributions to natural resource management activities (Classification of Ressource
Management Activities (CReMA)). The framework for this accounting practice is
defined at EU level and is therefore different from that generally discussed in
documents used to inform budget bills.

The areas of environmental expenditure are:

- Protection of ambient air and climate (CEPA 1);

- Wastewater management (CEPA 2);

- Waste management (CEPA 3);

- Protection and remediation of the soil, groundwater and surface water (CEPA 4);
- Noise and vibration abatement (CEPA 5);

- Protection of biodiversity and landscapes (CEPA 6);
- Protection against radiation (CEPA 7);

- Research and development (CEPA 8);

- General administration (CEPA 9);

- Management of water (CReMA 10);

- Recovery and recycling (CReMA 14).

A disaggregated list of activities included under each item is available on the Eurostat
website. These encompass a range of actions such as installation of air monitoring
systems, construction of water treatment facilities, soil and water remediation,
development of crossings for animals, or research and development projects
concerning pollution prevention.

Figures used to calculate public sector expenditure are mainly provided by the Public
Finance Directorate-General (DGFiP), although other sources are also used (e.g.
surveys, budget documents, etc.). The number of data sources, and the longer
reporting time frames for some of these sources, explain why data is updated with a
lag of two years. A Eurostat report, due for publication at the end of 2020, will use
2018 data. This time frame is set at EU level and is the same for all Member States.

Changes to the methodology and terms of reference, with a view to improving
comparability of data between Member States, are currently being discussed at EU
level. Proposed changes could involve the inclusion of electric vehicles (CEPA 1),
recovery activity (CReMA 14), sustainable water management (CReMA 10) and the
inclusion of renewable energy production under environmental expenditure.

102



Report on the Environmental Impact of the Central Government Budget — September 2020

Part Ill: Environmentally related taxation

C. Taxation as an ecological and energy strategy tool

The definition of a public environmental strategy leverages and balances a set of legal and economic
resources to pursue one of the many related goals variously stated, including under Title | of Book | of
the French Environmental Code and the introductory title of Book | of the French Energy Code, and
actionable by multiannual policy acts such as the multiannual energy plan referred to in Article L. 141-3
of the same code.

All types of taxes, as mentioned in Article 34 of the French Constitution, are among the instruments that
can be combined with others to contribute to these environmental strategies. Under Article 13 of the
1789 Declaration of the Rights of Man and the Citizen (DRMC), tax is a common contribution levied to
finance public spending, including for the ecological transition (see Part IlI). Over and above this
fundamental tax yield purpose, and sometimes in spite of it, tax can also contribute to environmental
strategies by means of a variety of processes, each with their own legal constraints.

- First of all, tax breaks can be granted in the public interest, including for the abovementioned
purpose of ecological transition, provided that the criteria chosen are objective and rational from the
point of view of the goals pursued and that the tax break is not disproportionate to the expected
incentivizing effect.l” Sub-section A in Part | of this report on green tagging public expenditures
extensively analyses the environmental impact of these breaks, which can concern all nature of
taxes.

- Any tax, due merely to the fact that it deprives an economic player of a sum of money, is liable to
alter that player’s behaviour and consequently the impact of the player’s activity on the environment.
This is more particularly the case when the ways of calculating the tax are based explicitly on
elements that are directly and specifically associated with the environment — such as atax on
the volume of petroleum products — rather than on an income. Such calculation methods may appear
to be at variance with the very letter of Article 13 of the DRMC, which states that tax must be shared
among all the citizens according to their ability and not any other criterion. Nevertheless, the French
Constitutional Council accepts that, where a contributory ability has been identified to justify the
establishment of a tax, such as holding an asset, there is considerable leeway to determine the tax
calculation method. It may therefore, as long as it does not make the sum levied punitive, have no
direct connection with the taxpayer’s contributory capacity and may, subject to the abovementioned
criteria of objectiveness and rationality, target an environmental purpose in addition to the prime
objective of yield.

Example: Tax on company cars is levied on the ownership or use of a vehicle by a company. The
introduction of an increase on this tax, based on the year the vehicle was first registered and its
engine specification, although intended primarily to increase the yield, was ruled acceptable, even
though it is not related to the value of the vehicle or the earnings of its owner or user, on the grounds
that it was intended, “in addition [to] incentivize companies to renew their fleet of vehicles with
vehicles emitting fewer atmospheric pollutants.™® Alternatively, nothing would prevent, from this

17 See, for example, Conformity Decision No. 07-555 DC of 16 August 2007 (preamble points 3 and 20).
18 Conformity Decision No. 13-685 DC of 29 December 2013 (preamble point 51).

103



Report on the Environmental Impact of the Central Government Budget — September 2020

point of view, the calculation method from being based on the costs for the company represented
by the taxable matter, which is a way of applying the polluter pays principle provided for in Article L.
110-1 of the French Environmental Code (“Pigovian” taxes).

- Thirdly, it is possible to use “purely behavioural” taxes intended, independently of any consideration
concerning the taxpayer’s contributory capacity, to “incentivi[ze] taxpayers to adopt conduct which
complies with objectives of general interest.”1® Constitutionally speaking, the use of this option,
which departs entirely from the principles enshrined in Article 13 of the DRMC, is particularly strictly
controlled in the form of two particular requirements. The first is that the legislator clearly and
precisely explains the tax’s objectives — which derive not so much from the legal measure itself as
from contextual elements such as the motives expressed (preambles, summaries and oral debates)
— and the adoption process.2® The second is the requirement for virtually systematic consistency
between each of the tax’s parameters and the objectives explained, over and above the consistency
normally required for yield taxes.?!

Example: The incentivizing tax on biofuel blending is levied on fuels released onto the market at a
rate equal to the difference between a renewable energy blending objective and the percentage of
renewable energy actually in the blend.

The purpose of this report is therefore to objectively present the tools, especially the taxation
instruments, available to the government and their specific constraints to inform the development and
implementation of government-defined strategies. In this regard, this Part Il presents, as provided for
in point ¢ of paragraph 6 of | of abovementioned Article 179:

- In sub-section B, a list of the taxes directly and specifically related to the environment as well as
other similar legal revenue-generating tools (fees, fines and auction devices), with details on the
main data in their regard, especially in terms of revenue;

- In sub-section C, an analysis of the impacts of these tools on economic players.

Although these elements present a useful summary for consistent decision-making, they in no way
enable the identification of guidelines for action. Only a case-by-case analysis can decide on the
relevance and effectiveness of a given tax tool in terms of the environmental objectives, since this will
depend not only on the tool’s intrinsic characteristics, but also on the other means already or able to be
deployed, which may complement, compete with, conflict with or be independent of these tools.

19 See, for example, Conformity Decision No. 2013-666 DC of 11 April 2013.

20 See, for example, Conformity Decision No. 11-644 DC of 28 December 2011, whereby the Constitutional Council
concluded that the tax on sugary drinks was not a behavioural tax due exclusively to the decision to simultaneously
adopt another tax on drinks containing sweeteners.

21 Such is the case, for example, when a bonus-malus on electricity intended to control grid power generation and
distribution costs applies solely to domestic consumption, excluding business consumption (see above-mentioned
Conformity Decision No. 2013-666 DC).
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D. Environmental public resources

10.Introduction

As mentioned in sub-section A above, the list of environmental public resources forms a tool that can
be used, among other possible instruments, to define and implement a strategy targeting an ecological
transition goal. To this end, this list is based on a different definition of environmental public resources
to those used for European statistical purposes (see box on Regulation 691/2001 at the end of this
introduction) in that it adopts a broader definition of the link with the environment and a more neutral
definition of the environmental concern associated with each tax.

Environmental public resources consist of levies charged by the public authorities whereby one
or more of the parameters (calculation methods, taxpayer coverage, and products or services
concerned??) specifically relates to one or more elements directly associated with one of the
following areas, selected in keeping with the associated manifest environmental concern:
energy, transport, natural resources (including soil), products discharged into the environment,
and impact of human constructions on the soils.

Consequently, environmental public revenue sums are not comparable with expenditure tagged as
“favourable” in the central government budget. Responding to environmental concerns with a tax says
nothing about the use to which that tax will be put, pursuant to the general budget rule. This also holds
true for consumption duty on tobacco and alcohol, and housing-related revenues. Moreover, the
“‘environmental” nature of a levy does not rule out the pursuit of other objectives or concerns (e.g.
national highway maintenance funded by the domestic consumption tax on energy products). Neither
does it say anything about the actual impact of what are called environmentally related taxes on the
environment itself (see below), since these levies can sometimes have a tenuous link with the
environment (e.g. the energy distribution contribution, which finances the National Pension Fund for the
Electricity and Gas Industries). Lastly, expenditures tagged as “favourable” cover exclusively spending
incorporated into the central government budget, whereas environmental revenues take in levies
allocated to other sub-sectors, in particular local government. The two scopes are therefore quite
different.

22 Special arrangements derogating from a given tax, including those referred to as tax expenditures, are not taken
into account to classify it.
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Example: A general consumption tax for an amount in proportion to the price of the goods sold,
such as VAT, is not an environmental resource. Neither is a specific tax on earnings from digital
services an environmental resource. However, the following are environmental resources:

- Atax based on airline turnover, since it is directly related to the transport sector;

- A general consumption tax calculated on the basis of the environmental performance
of the product or service consumed.

Environmental public resources include levies classified in legal terms as all types of taxes (hereafter
“environmentally related taxation”). They also include levies that go by another name, such as certain
public property user fees. However, they do not include fees for services provided such as the use of
infrastructures, which may constitute public resources when the infrastructure is not operated as a
concession?® and where, economically and legally, they take the form of an actual price rather than a
levy per se;?* the same holds true for regulated rates imposed by the government such as the public
electricity grid use tariff (TURPE).

Example: Taxes on the consumption of energy products, the malus on the first registration in
France of a passenger vehicle based on its level of carbon emissions, and the proceeds from
the auctioning of emission allowances are all environmental resources.

These resources may consist of instruments designed to serve an ecological policy (see sub-section A
above). They may also be instruments that pursue another policy without any environmental objective,
but which proves to be related to the areas identified as presenting a manifest environmental concern.

Example: A tax on the registration of vehicles in proportion to the engine rating for administrative
purposes and a fixed charge for issuing a vehicle registration certificate are environmental
resources.

Consequently, the term of environmental resource gives no indication of the actual impact on the
environment of the levy on which it is based. This impact may be neutral, positive, negative or even
ambivalent.25 A thorough assessment of the impact of a levy would call for an in-depth study of all levy-
induced treatment differences, including each of its tax expenditures and all the elements not within the
scope of the tax that are therefore advantaged. Moreover, a tax can have an impact on the environment
even if none of its parameters has a direct or indirect connection with the environment.

23 For example, non-concession motorway tollgates.

24 The sum of fees for services provided cannot factor in costs associated with impacts not directly related to the
service provided the user, which rules out the costs of impacts on the environment, save rare exceptions.

25 A tax with positive impacts on the climate may have negative impacts in terms of polluting emissions.
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Example: The main general government taxes (value-added tax, customs duties, corporation
tax and income tax) have an impact on the environment when they have an effect on the
economy and some of their terms can be changed to encourage certain behaviour.26 However,
a fixed €72 charge for issuing a car registration certificate will probably have a negligible impact,
but will constitute an environmental resource. Similarly, taxes on goods and services that can
be considered as to be encouraged and which are therefore likely to be counterproductive when
it comes to incentives, such as a tax on rail companies or taxes on renewable energy means of
electricity generation, will also constitute environmental resources.

The levy’s yield has nothing to do with the appraisal of environmental impact.

Example: the incentivizing tax on biofuel blending has a zero yield when all operators meet the
renewable energy blending percentage set by the tax.

Environmental public resources may or may not be intended for environmental purposes, subject to
certain provisos.?” Conversely, public expenditure on the environment may or may not come from
environmental resources.

Example: The civil aviation duty, which funds airport security, is an environmental resource.
Conversely, the surcharge on property tax and residence tax, called the tax for the management
of aquatic environments and flood prevention (GEMAPI), is not an environmental resource since
its coverage and calculation methods are not specifically related to the environment, even
though its proceeds are allocated to managing aquatic environments and flood prevention. More
generally, a large part of the state’s environmental expenditure is funded by the general budget.
These elements are presented in Part || and not in this Part Il1.

As seen below, environmental public resources will total an estimated €64.85bn in 2021. They cover
environmentally related taxes, with estimated revenues of €60.78bn in 2021 (including €33.1bn from the
domestic consumption tax on energy products (TICPE), €8bn from the domestic consumption tax on
electricity for end-users (TICFE) and €2.4bn from the domestic consumption tax on natural gas
(TICGN)). Added to this are €4.1bn in other environmental public resources, which cover revenues from
speeding fines (estimated at €2bn in 2021), the auctioning of emission allowances (€0.7bn), and
extended producer responsibility (EPR) sector eco-contributions (€1.4bn).

26 Reduced rate or adjustment of the tax base for certain environmentally friendly products or activities.

27 A tax on the national consumption of a product cannot be specifically allocated to the national production of
similar environmentally friendly products, since it would risk constituting a tax equivalent to a customs duty or
discriminatory taxation prohibited by European law.
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EU regulation 691/2011 of the European Parliament and the Council of the European
Union of 6 July 2011 on European environmental economic accounts defines an
environmentally related tax as a tax:

- whose tax base is a physical unit (or a proxy of a physical unit) of something
that has a proven, specific negative impact on the environment, and,

- which is identified in ESA 95 as a tax.

The OECD defines environmentally related taxes as all taxes, fees and charges that
have a tax base targeted to a pollutant or, more generally, a product or service that
causes environmental damage or depletes natural resources.

The definition of environmental public resources takes the same approach and is
based on these two definitions. However, it is more specific since it incorporates
national legal considerations:

- Aclear distinction between all types of taxes and other levies;

- The expression “tax base” denotes, under national law, the amount by which
a tariff or rate is multiplied and reflects the taxpayer’s contributory capacity. It
is differentiated from the other parameters used in the tax calculation or those
relating to its scope. Taxation whose tariff or rate varies depending on
environmental parameters and taxation that only applies to taxpayers who
exceed certain thresholds defined by environmental parameters are intended
to raise environmental public resources, even if their tax base has no direct
or indirect connection with the environment.

- The list of areas concerned (energy, transport, natural resources (including
land) and pollution) is detailed by categories used by France to meet its
obligations under the abovementioned regulation. Additions could be made
to this list if other areas of concern are identified.

- ltincludes taxes on mineral and fossil resource extraction and taxes on land
use and changes in use, which Eurostat recommends excluding for reasons
of international comparison, but which can be relevant nationally.
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2. List of environmental public resources

List of environmentally related taxes

contribution

Electricity and Gas
Industries

public electricity
and gas service

2021
Name Estimate Beneficiary Legal basis (Act/Code; Article)
(M€)
Multiple (general
budget/regions-
départements/
Domestic consumption tax on French Agency for
P 33,089 Transport Customs Code 265
energy products (TICPE)
Infrastructures
Funding (AFITF)
and lle de France
Mobilités
Domestic consumption tax on 266
natural gas (TICGN) 2,366 ) Customs Code quinquies
Domestic consumption tax on 266
coal, lignite and coke (TICC) ! ) Customs Code quinquies B
Spema_l consumption tax on 557 - Customs Code 266 quater
fuels in Overseas France
Incentivizing tax on biofuel 266
blending (TIRIB) 1 - Customs Code | indecies
Payment for services .
rendered to the Professional Professional
. R 384 Committee for Energy Code L. 642-6
Committee for Strategic Oil L
Strategic Oil Stocks
Stocks
Domestic consumption tax on 266
electricity for end-users 7,717 - Customs Code Linauies C
(TICFE) quing
Municipal consumption tax on .
electricity for end-users 912 %b?(r)ncn;grrﬁrlnslﬂggf Locagggtehonty L. 2333-2
(TCCFE)
Département tax on electricity . Local Authority i
for end users (TDCFE) 664 Départements Code L. 3333-2
I . FACE — Local
Contrlbutlt_)n_ payab!e b_y public Government Aid Local Authority | L. 2224-31 - |
electricity distribution 377 .
corporations (funding FACE) Fund f_o_r Rl.”al Code bis
Electrification
National Pension Act 2004-803 of 9
Energy distribution 1538 Fund for the August 2004 on the 18

* This encompasses communes and intercommunal bodies
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and electricity and
gas corporations

Act 99-1172 of 30
December 1999,

Tax on nuclear power plants 568 - Budget Act for 43 -llto IV
2000
Surcharae on the tax on ANDRA - National | Act 99-1172 of 30
nuclear gower lants for 64 Agency for December 1999, 43 -V
rpesearc% Radioactive Waste Budget Act for
Management 2000
Surcharge on the tax on Communal sector, Act 99-1172 of 30
. December 1999,
nuclear power plants for 57 public interest 43 -V
Budget Act for
support groups 2000
Surcharge on the tax on Act 99-1172 of 30
December 1999,
nuclear power plants for 3 Communal sector Budget Act f 43 - VI
disposal udget Act for
2000
Act 2010-1658 of
Annual contribution for the IRSN - French 29 December
X L Institute for 2010,
French Institute for Radiation 61 - . I 96
Protection and Nuclear Safety Radiation Protection | Supplementary
and Nuclear Safety Budget Act for
2010
Act 2013-1279 of
. o ANDRA - National 29 December
Special contribution for
i . Agency for 2013,
radioactive waste 149 . . 58
manadement Radioactive Waste Supplementary
9 Management Budget Act for
2013
National
Compensation Fund
for Offshore Wind
Tax on offshore wind turbines n/a Fa”‘."' _Ene_r_gy General Tax Code 1519 B
(Municipalities,
National Committee
for Fisheries and
Maritime Activities)
Flat-rate tax on pylons 295 Communal sector | General Tax Code 1519 A
Flat-rate tax on wind tqrblnes 108 Communal sector | General Tax Code 1519 D
and underwater turbines
Flat-rate tax on nuclear and
conventional thermal 247 Communal sector | General Tax Code 1519 E
electricity generation
Flat-rate tax on solar and
hydraulic electricity 118 Communal sector | General Tax Code 1519 F
generation
Flat-rate tax on power 197 Communal sector | General Tax Code 1519 G
transformers
Flat-rate tax on natural gas n/a Communal sector | General Tax Code 1519 HA

networks and oil pipelines
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Flat-rate tax geothermal

. . n/a Communal sector | General Tax Code 1519 HB
electricity generation
Municipal mining tax 8 Communal sector | General Tax Code 1519
Département mining tax 11 Départements General Tax Code 1587
Oil exploration tax € Départements General Tax Code 1590
Fixed charge for issuing a Regions/ANTS -
. rge ng 40 National Secure General Tax Code 1012
vehicle registration certificate :
Credentials Agency
Regional vehtg:)l(e registration 2,299 Regions General Tax Code 1012 bis
Malus on the first registration
ofa passenger vehicle based n/a - General Tax Code 1012 ter
on its level of carbon
emissions
National Family
Tax on company cars 768 Allowance Fund General Tax Code 1010
(CNAF)
Stamp duty on issuing a ANTS - National
driving licence in the event of 10 Secure Credentials | General Tax Code 1628 ter
loss, theft or deterioration Agency
AFT — Association
Surcharge on issuing for the Development
registration certificates for 63 of Vocational General Tax Code | 1012 quater
commercial vehicles Training in
Transport
Axle tax on.commermal 0 i Customs Code 284 bis
vehicles
Axle tax on vehicles
reg_lstered_ln a fore_lgn Stat_e 0 i Customs Code 284 sexies
taxing vehicles registered in bis
France
AFITF - French
Agency for
Tax payibleer:é rnswotorway 618 Transport General Tax Code | 302 bis ZB
P Infrastructures
Funding
Tax for roadworks inspections .
payable by motorway 9 - General Tax Code 302 kglss Z8B
operators
Urban tollgate tests 0 Authorities General Tax Code 1609 quater
concerned A
State, Corsica;
French vessel registration and Plr:ortee ré%gfzasefé Art. 222 to
navigation duty (DAFN) and 45 gency Customs Code 226 and 238
(CELRL), and sea
passport duty to 240

search and rescue
bodies
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Fixed duty for issuing a

) 0 - General Tax Code 963 - IV
pleasure boat licence
Examination fee to obtain the
coastal, inland, open sea and 0 - General Tax Code 963 -V
large pleasure boat options
. Large aerodrome 1609
Airport tax 700 operators General Tax Code quatervicies
. Aerodrome 160.9.
Airport tax surcharge 0 General Tax Code | quatervicies -
operators :
IV bis
Special air traffic
control and civil
Civil aviation duty 367 aviation operation | General Tax Code 302 bis K
budget and general
budget
FSD — Solidarity
Fund for
Development
managed by the
French Agency for
Air ticket levy 300 Development General Tax Code | 302 bis K - VI
(AFD)/AFITF
(French Agency for
Transport
Infrastructures
Funding)
CDG—Expr_ess_ special - CDG-Express General Tax Code | 1609 tervicies
contribution operator
Tax on noise pollution caused 1609
by aircraft (TNSA) 38 Airports General Tax Code quate;\vmes
Earmarked account
Local solidarity tax on rail 16 for national General Tax Code | 302 bis ZC
transport regulated passenger
transport services
Earmarked account
Tax on railway earnings 226 for national General Tax Code | 235 ter ZE
(TREF) regulated passenger
transport services
Flat-rate t"’!X on roI_I|ng stock 0 Département General Tax Code 1599 quater
on the national rail network A
Flat-rate tax on rolling stock 1599 quater
on the Paris area metro 75 Département General Tax Code A (t:l)is
network
Municipal tax on ski lifts 40 Communal sector Locagggtgorlty L. 2333-49
Département tax on ski lifts 19 Départements Localc,glét:orlty L. 33334
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Tax on sea passengers
boarding for protected natural
areas

Public bodies
managing the
protected natural
space concerned,
French Coastal
Protection Agency
(CELRL)

Customs Code

285 quater

Département duty on crossing
permanent structures
connecting the mainland to
islands

45

Départements

Environmental
Code

L. 321-11

Tax payable by public air and
sea transport companies on
passengers boarding or
disembarking in Corsica

39

Corsican authority

General Tax Code

1599 vicies

Tax payable by public air and
sea transport companies on
passengers boarding or
disembarking in Guadeloupe,
Martinique, French Guiana,

Mayotte and Réunion

Overseas
authorities

Customs Code

285 ter

Pollution tax (TGAP)

926

Customs Code

266 sexies -
I-1and 2

Tax on waste received by a
storage facility or household
waste incinerator

18

Municipalities

Local Authority
Code

L. 2333-92

Incentivizing refuse collection
tax

n/a

Communal sector

General Tax Code

1522 bis

Tax for non-connection to the
main sewer

Municipalities

Public Health Code

L. 1331-8

Tax for obstacles on
watercourses, tax for storing
water during water shortages,
tax for the protection of the
aquatic environment, charge
for diffuse pollution (except
French National Agency for
Water and Aquatic
Environments (ONEMA)
fraction), charges for water
pollution and charge for the
modernization of the
collection networks

2,123

Water boards

Environmental
Code

L. 213-10-2
and L.213-
14-2

French Guiana gold
surcharge

Region of French
Guiana

General Tax Code

1599
quinquies B

Flat-rate tax on precious

metals, jewellery, works of

art, collectors' items and
antiques

97

General Tax Code

150 - VI
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Water
Hunting permit authentication boards/Departement General Tax Code | 1635 bis N
duty federations of
hunters
Hunting permit examination OFB — French Environmental
gp 1 Office for L. 423-6
enrolment duty Biodi : Code
iodiversity
Hunting fees 52 Water boards Environmental L. 423-19
Code
Health inspection fee on the
f|rst_ purchase or reception of € - General Tax Code | 302 bis WA
fishery and aquaculture
products
Health inspection fee on
processing fishery and € - General Tax Code | 302 bis WB
aquaculture products
Local tax on _outdoor 201 Communal sector Local Authority L 2333-6
advertising Code
Annual tax on parking space . o
collected on behalf of the lle- 10 IDF Region /Soqlete General Tax Code 1599 quater
: du Grand Paris C
de-France Region
Special Paris area annual 3 IIe—de—F_rance General Tax Code 1599 quater
surcharge on parking space Region D
Municipalities/
Public
establishments for
: intermunicipal Town Planning L331-2->L
Construction tax 1,778 co-operation Code 331-4
(EPCIs) -
Départements - IDF
Region
Rescue archaeology fee 147 - Heritage Code L. 524-2
Municipalities or
EPCIs (Public
Tax on the sale of land that establishments for
has become suitable for n/a intermunicipal General Tax Code 1529
building co-operation with
tax-raising powers)
— municipal share
French Services
Tax on the sale of bare land and Payments
that has become suitable for 23 Agency (ASP) — | General Tax Code | 1605 nonies
building funding young
farmers setting up
Property tax surcharge on 78 Communal sector | General Tax Code 15191
undeveloped land
Tax on vacan_t residential 94 ANAI-_| — National General Tax Code 239
premises Housing Agency
Tax on commercial wasteland 13 Communal sector | General Tax Code 1530

114




Report on the Environmental Impact of the Central Government Budget — September 2020

TOT

115



Report on the Environmental Impact of the Central Government Budget — September 2020

Examples of other environmental public resources (non-exhaustive)

Annual charge on liquid S ) - ial
and gaseous hydrocarbon tate (mc_. mining socia -
X security fund) or Mining Code L.132-16
deposits (on land or at sea State/Region (at sea)
up to the continental shelf) 9
Proportional charge on L.523-1
hydraulic installations Départements/Municipalities Energy Code and
operated as concessions L.523-2
Revenues from the National Housing Agenc Act 2012-1509 of 29
auctioning of emission 708 (ANAH)/Genera% bL?d ety December 2012, Art. 43
allowances 9 Budget Act for 2013
L130-1
Speeding fines 1,960 General Budget Highway Code to L130-
9-2
Articles
L.2333-
76 to
. C . L.2333-
Refuse collection levy Municipalities/EPCls Local Authority Code 80 of the
Local
Authority
Code
Annual charge on deposits
other than liquid and
gaseous hydrocarbons (at French Office for - i
sea (continental shelf or Biodiversity (OFB) Mining Code L.132-15
EEZ))/ex. “aggregates”
charge
Extended producer
responsibility (EPR) sector | 1,400
eco-contributions
TOTAL 4,068
TOTAL environmental

: 64,852
public resources
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E. Impacts of environmentally related taxation on economic
players

This section addresses the economic impacts of the main environmentally related taxes by player. It
looks first of all into the effects of energy taxation on households and presents some transition support
measures for households (energy voucher, car-scrapping bonus and tax credit for the energy transition,
now called Ma Prime Renov). It then presents some details on the energy taxation paid by businesses,
where this information is available.

Taxes on energy consumption are the main environmentally related taxes in terms of their amount.
Taxes on motor and other fuels represent a total of nearly €36bn, including €8.2bn for the carbon
component charged since 2014. In 2019, 65% of these taxes were paid by households with 35% billed
to businesses and administrations. The ratios for the carbon component charged since 2014 were 68%
and 32% respectively (70% and 30% for the domestic tax on the consumption of energy products
(TICPE). The main tax on electricity, in the form of the domestic consumption tax on electricity for end-
users (TICFE), accounts for a total of nearly €8bn. In 2019, 47% of this tax was paid by households and
54% by businesses and administrations.28

12.Effects of energy taxation on households in 2019

1.1 Energy taxation paid by households in 2019

Households pay specific taxes on their home energy consumption and their motor fuel consumption.
Home energy refers to the energies used by households in their housing, mainly for heating, but also
for domestic hot water, cooking and household appliances. These home energies cover mainly network
gas, electricity, fuel-oil, wood and district heating. Motor fuels are essentially diesel and petrol consumed
by households’ light vehicles.

The energy taxation paid by households in 2019 and analysed in this section therefore covers:

— Domestic consumption taxes on energies (TIC): the domestic consumption tax on energy
products (TICPE) on motor fuels and fuel-oil, and the domestic consumption tax on natural
gas (TICGN) on network gas.?®° Domestic consumption taxes are broken down into:

— The carbon component charged since 2014 (CC3%), whose cumulative unit amount
was priced at €44.6/tonne of COzin 2019;

— The proportion of the tariff corresponding to that applied in 2014 and increases since
that date, excluding the carbon component (TIC excluding CC).

28 Source: Directorate General of Customs and Excise (DGDDI) data processed by the French Sustainable
Development Agency (CGDD)

29 The domestic consumption tax on coal, lignite and coke (TICC) is not included here as the amounts concerned
are negligible compared with the TICPE (energy products) and the TICGN (natural gas).

30 For the sake of readability, this sub-section C (households and business) uses the abbreviation CC to designate
the mechanism introduced in the 2014 Initial Budget Act to raise the rate of the domestic consumption taxes in line
with the taxed products’ average carbon emissions.
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— Other domestic consumption taxes on energy products or on electricity, here mainly the
domestic consumption tax on electricity for end-users (TICFE) and local consumption taxes on
electricity for end-users (TLCFE)

It also comprises the incentivizing tax on biofuel blending (TIRIB),3! which is not, at this stage, included
in the analysis.

Energy taxation for all households in 2019

In 2019, the average annual household energy taxation bill stood at €915 (ex. VAT):32 €735 in domestic
consumption tax on energy products (including €180 for CC) and €180 in taxation on electricity.

This energy taxation represented 30.0% of the annual household energy bill, or the equivalent of 2.2%
of total annual household income (see the methodological box).

Table 1: Average energy taxation paid by households in 2019

Totals in € % of total income
Home energy Motor fuels Total
Total energy taxation (ex VAT) 245 670 915 2.2%
TIC 65 670 735 1.7%
Carbon component (CC) 60 120 180 0.4%
TIC ex CC 10 545 555 1.3%
Non-fossil taxation 180 0 180 0.4%
Total VAT 225 260 485 1.1%
VAT on energy-specific taxes 15 135 150 0.4%
VAT on the ex-tax bill 210 125 335 0.8%

Interpretation: In 2019, households paid an average of €975 in total energy taxation, including €245 on
home energy and €670 on motor fuels.

Households pay an annual average of €670 in energy taxation on motor fuels and €245 on home energy.
The carbon component charged since 2014 represents an average of €120 for motor fuels and €60 for
home energy.

Therefore, two-thirds of the total energy taxation paid by households is motor fuel taxation and one-third
is home energy taxation. The carbon component charged since 2014 amounts to the same proportions
for these two items.33

31 The incentivizing tax on biofuel blending, resulting from the reform of the motor fuel pollution tax (TGAP) in 2019,
which is a domestic consumption tax on energy products surcharge, is not included in the figures presented. Its
fiscal yield is negligible (less than €900,000 in revenues in 2018) compared with the domestic consumption tax on
energy products. However, its impact on motor fuel prices and the inclusion of renewable energy in motor fuel
blends is considerable.

32 Aside from where otherwise stated, all amounts are given excluding VAT, which is applied to the “ex tax” part of
the bill and therefore, where this has been passed on, to the energy taxes, but is not itself an environmentally related
tax.

33 Higher taxation on motor fuels than on home energy can be justified economically, since there are more
externalities involved in the case of road traffic than in the case of heating: in addition to carbon emissions and air
pollution, road traffic is a source of congestion, noise, accidents, and wear and tear on infrastructures.
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Behind these averages lie considerable disparities by household characteristics: the sums of taxation
paid vary with income and household area of residence, for example.

Energy taxation by household income in 2019

In 2019, the 20% lowest-income households (households in the first quintile of total income per
consumer unit, see the methodological box) paid an average of €700 in energy taxation, whereas the
20% highest-income households (households in the last quintile) paid €1,120. However, as a percentage
of their income (ratio of energy taxation to income), households in the first quintile paid 4.5% of their
total annual income on energy taxation as opposed to 1.3% on average for households in the last
quintile.

The wealthier the households, the greater the number of vehicles and the more spacious their homes,
so the higher their energy bills in monetary terms and also in the amounts of energy taxation they pay.
However, when compared with their income, the share of the household budget is higher for the lowest-
income households in terms of both energy taxation and the bill itself, even after taking into account the
fact that the majority of them are energy voucher beneficiaries.
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Figure 1: Energy taxation amounts paid by households in 2019, by household income
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1st quintile 2nd quintile 3rd quintile 4th quintile 5th quintile

Quintile of total income per household consumer unit (CU)

Note: Households are ranked by their total income per consumer unit (CU). The quintiles divide them
into five groups of equal population nhumbers: the first quintile corresponds to the 20% lowest-income
households while the fifth and last quintile corresponds to the 20% highest-income households.

Interpretation: Households in the first quintile of total income per CU paid an annual average of €700 in
energy taxation in 2019, including €740 for the carbon component charged since 2014, €415 for the
residual fraction of the domestic consumption taxes on energies (TIC) and €745 in taxation on electricity.
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Figure 2: Household ratio of energy taxation to income in 2019, by household income
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Interpretation: Total energy taxation represented on average 4.5% of the total income of the 20%
lowest-income households in terms of total income per CU (first quintile) in 2019.

Table 2: Sums of TIC (excluding electricity) paid by households in 2019, by household income
(in €)

Quintiles of total income TIC including carbon component (ex. VAT)

per consumer unit Home energy Motor fuels Total
Q1 55 500 555

Q2 60 575 640

Q3 65 685 750

Q4 65 770 838

Q5 90 830 920

Average 70 670 740

Interpretation: The 20% lowest-income households in terms of total income per CU (first quintile) paid
on average €555 in domestic consumption taxes on energies (TIC), including the carbon component
charged from 2014 to 2019, with €55 of this sum for home energy and €500 for motor fuels.
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Energy taxation by household area of residence in 2019

In 2019, households living in a rural municipality®* paid an annual average of €1,160 in energy taxation.
At the opposite end of the spectrum, households living in the urban unit of Paris paid less energy taxation
on average over the year (€665). The average ratio of energy taxation to income, defined by energy
taxation expenditure as a percentage of total household income, stood at 2.8% for households living in
a rural municipality as opposed to 1.3% for households in the urban unit of Paris.

The more rural an area of residence, the greater the distances travelled and the larger the surface areas
to be heated on average. Energy taxation expenditure and the corresponding ratios of energy taxation
to income decrease on average with urban unit size. Nevertheless, behind these findings lie wide
disparities between households in a given urban unit: energy bills and the sums of energy taxation paid
by certain households can be as high on the outskirts of urban units as in rural areas.3®

Figure 3: Energy taxation amounts paid by households in 2019, by area of residence
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Interpretation: Households in rural municipalities paid an annual average of €7,760 in energy taxation
in 2019, including €220 for the carbon component, €735 in TIC excluding the carbon component, and
€210 in taxation on electricity.

34 Area of residence is studied here in terms of the notion of urban unit size. The urban unit notion is based on the
continuity of built-up land mass: an urban unit is a municipality or group of municipalities in a continuously built-up
area (no break of more than 200 metres between two constructions) with at least 2,000 inhabitants. The urban unit
of Paris corresponds to what is commonly called the Greater Paris Area, which is much larger than the city of Paris
itself, counting 412 municipalities and nearly 10 million inhabitants.

35 For more detailed analyses of these disparities, see “Environmental taxation in the face of the climate
emergency”, Conseil des Prélevements Obligatoires (Council of Mandatory Contributions), September 2019, and
focus report No.5 “Les effets économiques de la fiscalité environnementale sur les ménages and les entreprises”.
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Figure 4: Household ratio of energy taxation to income in 2019, by area of residence
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Interpretation: Total energy taxation represented on average 2.8% of the total income of households
living in rural municipalities in 2019.

The average amounts of domestic consumption taxes on energies (including the carbon component
charged since 2014) paid by households in rural areas on motor fuels totalled €880 as opposed to €455
for households in the urban unit of Paris. Average amounts of domestic consumption taxes on energies
(TIC) paid by households on home energy stood at €65 to €75 in all areas.

Households in rural areas pay on average more TIC on motor fuels than households in urban areas due
to the greater distances travelled in a motor vehicle. However, home energy taxation accounts for little
in the differences in average amounts of TIC paid on the consumption of home energy products (fuel-
oil and network gas) between different sizes of urban unit: households living in rural municipalities may
well be consumers of fuel-oil more often than others (23.4% use this energy to heat their home compared
with 11.0% on average), but households living in urban units are connected to network gas much more
often (e.g. 52.6% of households in urban units of 20,000 to 200,000 inhabitants have gas heating as
opposed to 7.6% of households living in rural municipalities).
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Table 3: Average amounts of TIC on energies (ex. electricity) paid by households in 2019, by
area of residence (€)

Size of urban unit TIC including carbon component (ex VAT)

Home energy Motor fuels Total
Rural municipality 70 880 955
Urban unit of less than 20,000 inhabitants 65 740 805
Urban unit of 20,000 to 200,000 inhabitants 75 630 700
Urban unit of 200,000 to 1,999,999 inhabitants 65 605 665
Urban unit of Paris 65 455 520
Average 65 670 735

Interpretation: Households in rural municipalities paid on average €955 in TIC including the carbon
component charged from 2014 to 2019 (ex VAT), comprising €70 for home energy and €880 for motor
fuels.
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Methodology for the estimates presented

The findings were estimated by the French Sustainable Development Agency
(CGDD) using the Prometheus microsimulation model, which draws on data from the
French National Institute of Statistics and Economic Studies (National Housing
Survey, Population Census, National Accounts, and Taxable and Social Income
Survey), from the Ministry for the Ecological and Inclusive Transition (National
Transport and Travel Survey, Housing Account, Transport Accounts, Energy Balance
Sheet, database on energy prices produced by the Directorate General for Energy
and the Climate (DGEC) and the Statistical Data and Studies Department (SDES),
and six-monthly survey on the transparency of gas and electricity prices in Europe),
and from the Centre for Economic Studies and Research on Energy (CEREN).

The coverage is private households living in mainland France. Home energy
expenditure covers that spent on the household’s main residence, while motor fuel
expenditure covers households and unincorporated entrepreneurs.

The energy prices (for the calculation of the bill and VAT) are the average prices
observed for 2019. Taxation corresponds to that in force in 2019. The amounts of
taxes paid by households were estimated by applying the rates or tariffs in effect to
the energy consumption. The carbon component charged since 2014 was estimated
in the same way, based on the carbon content of the energies and the carbon
component rate in €/tCO-.

The energy consumption estimated corresponds (latest available figures) to home
energy consumption and the 2018 housing and heating stock, mobility, and unit
consumption of vehicles and the 2018 stock of vehicles in use. Home energy
consumption is weather-adjusted for “normal” weather.

Estimated incomes concern 2019. When the findings are studied by household
income, the income taken into account includes all the earnings and benefits received
by households (total income) before redistribution by tax and social security
contributions (not available in the data used). Households that declared negative
incomes and student households are excluded from the analyses by income
(Prometheus cannot assess students’ levels of income since transfers of resources
from the family, for example, are unknown).

The use of these more recent data could explain the slight differences in findings
compared with those presented last year in the background budget document on
‘Financing the Energy Transition”, which were based on older data (2017
consumption and 2018 incomes).
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1.2 The energy voucher in 2019

The energy voucher is a benefit introduced to help pay energy expenditure. It targets low-income
households. The voucher was rolled out nationwide in 2018 to replace subsidised energy rates in order
to reduce non-take-up.

Eligibility is based on the tax return,3¢ with the voucher sent automatically to beneficiaries’ homes
between late March and early April of each year. The energy voucher is not a banker’'s cheque. It can
only be used to pay for energy expenditure related to housing or energy retrofitting works. Beneficiaries
can therefore use their energy voucher to pay for any housing-related expenditure: electricity or natural
gas hill, delivery of fuelwood or fuel-oil, and rent in the case of tenants in rent-capped private-sector
rental housing paid in part by housing benefit.

The amount of each energy voucher depends on the household’s base taxable income (BTI) and
composition, defined in terms of consumer units (CU). The energy voucher scales changed from 2018
to 2019: €50 increase in sums and extension of the measure to households with a base taxable income
per consumer unit (BTI/CU) of less than €10,700. Energy voucher amounts range from €48 to €277
(Table 4).

Table 4: Energy voucher amounts in 2019 by base taxable income (BTI) and number of consumer
units (CU)

Number of BTI/CU < €5,600=BTI/CU<  €6,700=BTI/CU < €7,700 = BTI/CU <
CUs €5,600 €6,700 €7,700 €10,700
1CU €194 €146 €98 €48

1<CU<2 €240 €176 €113 €63

2CUor + €277 €202 €126 €76

In 2019, 5.7 million households benefited from the energy voucher measure, for an equivalent of €839
million. The average value of vouchers issued was €148.

The average rate of use of each 2019 energy voucher stood at 79% nationwide in June 2020, for a total
of 4.5 million 2019 energy vouchers used. This figure is still provisional given the extension of the validity
of the energy voucher through to 23 September 2020 in view of the Covid-19 health crisis.

In terms of use, the energy voucher is used for the most part for gas and electricity expenditure (93%,
or 4.2 million vouchers). The other areas of expenditure are more marginal: 4% for domestic fuel-oil, 1%
for wood, 1% for rent on rent-capped private-sector rental housing paid in part by housing benefit, 1%
for domestic LPG and 0.03% of vouchers used directly for energy retrofitting works.

36 Based on the income tax return for year Y-2, even in the case of low or zero income. Eligibility is also conditioned
by living in housing liable for residence tax, even if the beneficiary is exempt.
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Virtually all the households in the first two deciles of BTI per CU are eligible for the measure. The highest
amounts are for the lowest-income households. Amounts for households in the first decile range from
€98 to €277, with an average sum of €220 per household (Figure 6). Households in the second decile
receive lower voucher amounts, ranging from €48 to €126 for an average value of €63.

Figure 5: Average amounts received by eligible households

Average energy voucher amounts per eligible
household (sums issued)

€ per tax
household

250 220
200

150

100 63

50

0

ler décile 2eme décile
Decile of BTI per CU

1st decile 2nd decile

Source: French Services and Payments Agency data, DGEC calculations; coverage: tax households
liable for residence tax.

The rates of use for each energy voucher amount range from 72% (for the lowest sum of €48) to 87%
(for the €202 voucher). They therefore increase with the amount of the energy voucher. The rates of
use for the voucher decrease with income decile (Figure 7). This rate stands at 84% for the first decile
and ten percentage points less for the second decile.
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Figure 6: Energy voucher rates of use

Energy voucher rates of use

100%
84%

80% 74%
60%
40%
20%
0%

ler décile 2éme décile
Decile of BTl per CU

1st decile 2nd decile

Source: French Services and Payments Agency data, DGEC calculations; coverage: tax households
liable for residence tax.

Note: Provisional rates of use for the 2019 energy voucher in June 2020.

1.3 Car-scrapping bonus (PAC)

The car-scrapping bonus is an incentive measure for households and businesses to replace their old
polluting vehicles with recent vehicles that consume less fuel, pollute less and emit less CO2. This
measure therefore generates environmental gains: reduction in local pollutants such as fine particles
and nitrogen oxides (NOx) and reduction in carbon emissions.

This measure was initially introduced in 2015 to round out the bonus-malus system. The car-scrapping
bonus has since seen many adjustments to increase the social nature of the measure, including
additional bonuses introduced for the lowest income households and changes to the conditions
governing the eligibility of vehicle purchase. Use of the measure posted sharp growth in 2018 and 2019.

The car-scrapping bonus balance for 2019 is set out in Table 5: number of bonuses granted in 2019,
amount corresponding to the payment of these bonuses, total investment by beneficiaries (total vehicle
purchase costs) and the remainder paid (purchase costs net of bonuses granted).
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Table 5: Car-scrapping bonus balance for passenger vehicles

Balance for France in 2019
Number of bonuses granted 340,800
Bonus payment total (A) €770 M
Vehicle purchase cost (B) €4,269 M
Remainder paid (C=B-A) €3,499 M

Source: French Services and Payments Agency data, French Sustainable Development Agency
(CGDD) calculations.

The vast majority (82%) of car-scrapping bonus beneficiaries were non-taxable households (see
Table 6). For bonuses granted as of 1 August 2019, the data separates out the percentages of non-
taxable households that qualified for the measure because they were in the first two income deciles,
those whose home-work distance is over 30 km, and those whose annual travel-to-work distance is over
12,000 km. Businesses represented just 3% of beneficiaries.

Table 6: Car-scrapping bonus beneficiary characteristics

Bonus beneficiary characteristics in 2019

Taxable households 15.1%
Non-taxable households 82.1%
Including: households in the first two
\nelueing: nou ' ' 12.9%
income deciles
Including: “bi i " h hol ith
ncluding: “big driver 30" households (wit 5 70

a home-work distance over 30 km)

Including: “big driver 12,000” households
(with an annual travel-to-work distance | 2.6%
over 12,000 km)

Businesses 2.8%

Source: French Services and Payments Agency data, French Sustainable Development Agency
(CGDD) calculations.

Households granted the car-scrapping bonus buy mainly (68%) second-hand vehicles (Table 7), which
are less expensive on average (by €5,000) than the new vehicles bought using this measure. Some 2%
of beneficiaries buy electric vehicles.
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Table 7: Characteristics of vehicles purchased using the car-scrapping bonus

Characteristics of vehicles purchased in 2019
Purchased vehicle’s energy type Diesel: 49.9%
Petrol: 48.0%
Electric: 1.8%
PHEV: 0.1%
Other: 0.1%
Type of vehicle Second-hand: 68.2%
New: 31.8%
Average purchase price 12,530 euros
Average second-hand cars 10,990 euros
Average new cars 15,790 euros

Source: French Services and Payments Agency data, French Sustainable Development Agency
(CGDD) calculations.

The majority of car-scrapping bonus beneficiaries (84%) scrap diesel vehicles (Table 8).

Table 8: Characteristics of vehicles scrapped under the car-scrapping bonus scheme

Characteristics of vehicles scrapped in 2019

Scrapped vehicle’s energy type Diesel: 83.8%
Petrol: 16.1%
Others: 0.1%

Scrapped vehicle’s average age 20 years

Source: French Services and Payments Agency data, French Sustainable Development Agency
(CGDD) calculations.
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Methodology for the estimates presented

These indicators were estimated using data provided by the French Services and
Payments Agency (ASP). The data concern the bonuses granted under the car-
scrapping bonus scheme in 2019. Bonus amounts are set by the scale in effect at the
time of purchase (rather than when the bonus is paid), which may consequently be
one of the following scales: the car-scrapping scale in force in 2018, the scale in force
from 1 January 2019 to 31 July 2019, or the scale in force from 1 August 2019 to
31 December 2019.

1.4 The energy transition tax credit (CITE) in 2018

The energy transition tax credit (CITE) is designed for households — whether homeowners, tenants or
rent-free occupants — to deduct from their income tax part of their expenditure on work to improve the
energy performance of their main residence. Expenditure has to respect certain criteria, particularly in
terms of energy efficiency, and a variable cap applies to eligible spending based on household
composition.

A total of 930,000 households declared in their income tax returns having conducted energy retrofitting
work in 2018 to benefit from the tax credit. This number is much lower than in previous years
(1,419,100 households in 2017), due mainly to restrictions placed on the list of eligible work (fuel-olil
boilers, windows, doors and rolling shutters, front doors, and thermal shutters).

The total cost of retrofits paid by these households was €5.161bn, also much lower than in 2017
(€7.710bn). Average retrofit expenditure per household was €5,548. Based on the classification of
renovation jobs proposed in the income tax return, these households conducted 1.161 million jobs for
an average of 1.25 jobs per household over the year: 82% of households conducted just one job, 13%
conducted two and just under 5% conducted three or more. Average expenditure per job was €4,444
(Table 9).

The group of renovation jobs most frequently declared was thermal insulation, representing 59% of the
total number of jobs and 60% of the total cost of work. The following two groups — energy generation
equipment using a renewable source of energy and energy savings — post similar job numbers,
representing 20% and 19% respectively of the total number of jobs.
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Table 9: Breakdown of the number of jobs, expenditure on work and average cost per job, by
type of work

Breakd f A
Number of = Breakdown of | Expenditure rea °.W“ © vera'ge
Type of work obs jobs (%) on work (€M) expenditure expenditure
0
: J on work (%) per job (€)
Energy savings 220,727 19.0 841.6 16.3 3,813
Th I
_herma 680,104 58.6 3,075.0 59.6 4,521
insulation
Energ}/ 236,937 20.4 1,221.3 23.7 5,154
generation
Work eligible
for CITE in
French 2,712 0.2 4.7 0.9 1,729
overseas
territories
Other 20,852 18 188 0.4 902
expenditure
Total 1,161,332 100.0 5,161.4 100.0 4,444

Source: Public Finances Directorate General — 2018 POTE database — French Sustainable Development
Agency - Statistical Data and Studies Department (CGDD-SDES) calculations; Coverage: France

The main beneficiaries of the energy transition tax credit in 2018 were the wealthiest households, as
they were in previous years. Two-thirds of the expenditure on energy retrofitting works declared by
households in consideration of the energy transition tax credit was declared by the two highest quintiles
of base taxable income per consumer unit, i.e. as per this definition, the 40% wealthiest households.
The tendency to conduct and declare energy retrofitting works increases markedly with income: the first
income quintile of households declared 5.1% of the work, and the second 11.9%, while the fourth and
fifth quintiles respectively declared 27.5% and 36.5% of the work. The last quintile represents 37.4% of
households that declared work and 39.6% of the expenditure on work (Table 10). This distribution varies
little by type of renovation work.

The environmental impacts of the energy transition tax credit are analysed in detail in the impact study
conducted by the French Sustainable Development Agency for the Green OAT Evaluation Council.%”
The energy transition tax credit used to fund work conducted in 2015 and 2016 reduced energy
consumption and carbon emissions respectively by approximately 0.9 TWh and 0.12 MtCO: per year in
2015 and 2016. This represents 0.3% of the energy consumed for heating and 0.3% of the CO2 emitted
by the housing sector in 2015 and 2016. These effects last for years with, for example, 2.9 MtCO: of
carbon emissions and 43 TWh of energy consumption reductions over the 2015-2050 period. The
cumulative quantities of CO2 not emitted over the 2015-2050 period due to the additional investments
made in 2015 correspond to 7% of the COz emitted by the housing sector in 2015.

37 Impact study on the energy transition tax credit, French Sustainable Development Agency (CGDD), November
2018 (https://www.aft.gouv.fr/files/medias-
aft/3_Dette/3.2_OATMLT/3.2.2_OATVerte/FR_rapport%20d'impact%20CITE.pdf).
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Table 10: Distribution of the number of households, number of jobs and expenditure on work by
quintile of household income per consumer unit

Quintile of base Distribution Expenditure Distribution
taxable income | Number of of Number Distribution c?n work of
per consumer |households households | of jobs of jobs (%) (€M) expenditure
unit (%) on work (%)
1t quintile 44,085 4.7 58,656 5.1 250.3 4.8
2nd quintile 105,446 11.3 138,027 11.9 589.7 11.4
31 quintile 174,357 18.7 220,474 19.0 921.7 17.9
4th quintile 258,840 27.8 319,878 27.5 1,355.8 26.3
5t quintile 347,584 37.4 424,307 36.5 2,043.9 39.6
Total 930,312 100.0 1,161,332 100.0 5,161.4 100.0

Source: Public Finances Directorate General-2018 POTE database - French Sustainable Development
Agency - Statistical Data and Studies Department (CGDD-SDES) calculations; Coverage: France

Interpretation: Among the 20% lowest income households (1%t quintile), 44,085 benefited from the
energy transition tax credit, representing 4.7% of all beneficiary households. Their expenditure on
energy-smart work totalled €250.3 million, accounting for 4.8% of all expenditure by CITE beneficiary
households.
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1.5 Non-energy taxation paid by households

Aside from energy, the main environmentally related taxes concern waste and water. Households paid
an average of €155 for the collection and treatment of their refuse in 2019 in the form of the refuse
collection tax (TEOM) and the refuse collection levy (REOM).

Among the levies collected by the water boards, households pay a levy for domestic pollution, a levy for
the modernisation of the collection networks and a charge based on volumes of water withdrawn for the
supply of drinking water and wastewater treatment. The charges paid by households hence account for
approximately 70% of water board levies, or nearly €1.6bn, for an average sum of approximately €55
per household in 2019.

13.The effects of environmentally related taxation on businesses in 2019

Instruments whose tax base is the consumption of energy products (motor and
other fuels)

Business and administrations pay specific taxes on their consumption of energy products for use as
motor and other fuels.3® These taxes are the same as for households, i.e.:

— The domestic consumption tax on energy products (TICPE) other than natural gas and coal;

— The incentivizing tax on biofuel blending (TIRIB) charged on motor fuels in the diesel and
petrol categories;

— The domestic consumption tax on natural gas (TICGN);
— The domestic consumption tax on coals (TICC).

As with the case of households, these domestic consumption taxes (TIC) have been raised by the
carbon component charged since 2014 (at an average cumulative rate of €44.6/tCO:zin 2019).

However, unlike households, the pricing of carbon emissions from energy products used by businesses
presents two particularities:

— Reduced rates, exemptions and refunds for the domestic consumption taxes (TIC). These
concern mainly aviation, sea transport, road, rail and waterway transport of passengers and
goods, agriculture, heavy energy-using installations, the use of non-road diesel (for agriculture
in particular), and certain uses of gas and coal. They are included in the table of tax expenditures
or in the tax calculation methods, when they are compulsory exemptions pursuant to European
law, in the annex to the budget bill (Ways and Means T2). Note here that the tax expenditures
do not exhaustively reflect tax scale adjustment options. For example, differences in taxation
between the most highly taxed product (petrol) and the other products (diesel, electricity, LPG,
natural gas and kerosene) are not within the scope of the tax expenditures, but form leverage
on which it is legally possible to act to give the tax greater environmental consistency.

38 The other uses of energy products, namely in the metallurgy sectors, for the needs of chemical reduction
processes and production of non-metallic mineral products, are not within the scope of these taxes. Likewise,
energy products used for the production of energy products and energies are not taxed to prevent any multiple
taxation along the value chain.
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— The existence of the EU emissions trading scheme (ETS) designed to limit carbon emissions at
European level. The sectors concerned are: power and heat generation, oil refineries, steel,
iron, cement and lime, glass, ceramics, pulp, aviation, ferrous and non-ferrous metals, primary
and secondary aluminium, and certain chemical industries.3® Emission allowances are allocated
by auctions or are free of charge. Free allocations concern aviation and industry, which have
received free allocations equal to 50% and 90% of their needs respectively in recent years.

Effective carbon rates as defined by the OECD

There are two types of incentivizing economic instruments that have the quantity of energy products
consumed as their tax base: three of the domestic consumption taxes on energies (TIC)*° and the ETS
allowances. These instruments, which put a price on carbon emissions per tonne of CO2 emitted by
these energy products, together form the effective carbon rate as defined by the OECD.#! This effective
carbon rate is designed to combat climate externalities, but also other environmental externalities such
as air and noise pollution and non-environmental externalities such as road accidents and wear and tear
on infrastructures.

In this methodological framework defined by the OECD, one tonne of CO2 emitted by businesses and
administrations is priced on average at €70.4 per tonne of CO2, including €47.9 for the non-carbon
component share of domestic consumption taxes on energies (TIC), €13.1 for the TIC carbon
component and €9.4 for the ETS carbon price. These rates are presented by sector in Table 11. The
most highly priced sector is transport, in keeping with the number of environmental and non-
environmental externalities involved. The table also presents sector details by category of taxation (“full”
when the normal TIC price is applied, “reduced” when a rate below the normal price is applied, and
“‘exempt” when the rate is zero) and by whether emissions are covered by the EU ETS. Lastly, the table
shows the percentage of carbon emissions concerned. More detailed results by sector and tax
arrangement are available in the French Sustainable Development Agency (CGDD) report published in
July 2020.42

39 Nitric, adipic and glyoxylic acids, ammonia, soda ash, hydrogen and petrochemical products.

40 TICPE, TICC and TICGN.

41 The incentivizing tax on biofuel blending (TIRIB), which is a surcharge on the domestic consumption tax on energy
products (TICPE) , but which is not intended to generate revenues (less than €900,000 in revenues in 2018), is not
taken into account. By definition, neither does this effective carbon rate include taxes that are unrelated to the
guantity of products consumed (e.g. carbon malus, company car tax, etc.).

42 Dequiedt, B., « La tarification des émissions de CO2 en France », Théma Analyse, Commissariat Général au
Développement Durable, July 2020.
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Table 11: Effective carbon rate for businesses and administrations in 2019

Effective carbon rate
Total
:mhuag;g:n Non-CC e ec cfr:n (TIC and
< TIC - ETS (?arbon
price)
Sectors Taxation ETS % euros/tCO; euros/tCO;
coverage
Transport 36.5 123.8 18.1 1.6 143.5
Exempt Non-ETS 10.4 0.0 0.0 0.0 0.0
ETS 2.3 0.0 0.0 25.0 25.0
Full Non-ETS 12.6 199.8 44.6 0.0 244.4
Reduced Non-ETS 11.2 178.8 8.9 0.0 187.7
Energy 27.7 0.4 0.0 21.0 21.5
Exempt Non-ETS 4.4 0.0 0.0 0.0 0.0
ETS 21.6 0.0 0.0 25.0 25.0
Reduced ETS 1.6 7.4 0.0 25.0 32.4
Industry 17.4 6.6 5.4 17.3 29.3
Exempt Non-ETS 1.4 0.0 0.0 0.0 0.0
ETS 3.1 0.0 0.0 25.0 25.0
Full Non-ETS 0.3 135 44.6 0.0 58.1
ETS 0.1 10.0 44.6 25.0 79.6
Reduced Non-ETS 3.6 12.0 21.3 0.0 33.3
ETS 8.9 7.4 0.0 25.0 325
Services 12.8 5.1 43.2 0.0 48.3
Full Non-ETS 12.0 5.4 44.6 0.0 50.0
Reduced Non-ETS 0.8 0.0 21.9 0.0 21.9
Agriculture 5.6 14.4 0.0 0.0 14.5
Full Non-ETS 0.0 0.4 44.6 0.0 45.0
Reduced Non-ETS 5.6 14.4 0.0 0.0 14.4
Total 100.0 47.9 13.1 9.4 70.4

Note: The TIC rates given in the table are net of refunds. The transport sector covers consumption
associated with transport use by businesses and administrations. International aviation and marine
bunker consumption is included in this category.

Interpretation: Transport sector energy consumption subject to the full TIC rate, but not covered by the
ETS, is priced at €244.4 per tonne of CO2. This price is made up of €199.8 for the share of the rate
excluding the carbon component charged since 2014, €44.6 for the carbon component and €0 for the
ETS carbon price. The associated carbon emissions represent 12.6% of total emissions by businesses
and administrations.

Source: ELFE Model/French Sustainable Development Agency (CGDD), August 2019.
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Domestic consumption taxes on energies (TICPE, TICGN and TICC, excluding
TIRIB) paid by industry

The economic weight of the amounts of domestic consumption taxes on energies paid by industry in
2019 (excluding the incentivizing tax on biofuel blending) can only be evaluated for certain industrial
sectors for reasons of data availability. The ratios of domestic consumption taxes on energies (TICPE,
TICGN and TICC) paid by businesses, net of refunds, as a percentage of turnover and value-added*?
are presented in Table 12. These ratios depend on both the share of energy consumption in value-
added and the rates applied, which themselves depend on ETS coverage. Certain sectors are covered
in part by domestic consumption taxes on energies (TIC) and in part by the ETS.

For the sectors considered, these ratios of domestic consumption taxes on energies (TICPE, TICGN
and TICC) to turnover range from 0.01% (for the sectors “other manufacturing industries; repair and
installation of machinery and equipment”, “manufacture of transport equipment” and “manufacture of
computer, electronic and optical products”) to 0.17% (“wood manufacture and paper and printing
industries” sector). The ratios of domestic consumption taxes on energies (TICPE, TICGN and TICC) to
value-added range from 0.02% (“manufacture of computer, electronic and optical products” sector) to
0.69% (“wood manufacture and paper and printing industries” sector).

Table 12: Percentage of domestic consumption taxes on energies (TICPE, TICGN and TICC) in
turnover and value-added for different industrial sectors in 2019

Industrial sectors TIC/Turnover TIC/Value-added
Manufacture of food products, beverages and tobacco products 0.07% 0.34%
Manufacture of textiles, apparel industries, and leather and

footwear industry 0.03% 0.10%
Wood manufacture and paper and printing industries 0.17% 0.69%
Chemical industry 0.13% 0.52%
Pharmaceutical industry 0.03% 0.08%
Manufacture of rubber and plastic products and other non-metallic

mineral products 0.03% 0.11%
Metallurgy and manufacture of metal products except machinery

and equipment 0.09% 0.34%
Manufacture of computer, electronic and optical products 0.01% 0.02%
Manufacture of electrical equipment 0.02% 0.06%
Manufacture of machinery and equipment not elsewhere classified 0.02% 0.07%
Manufacture of transport equipment 0.01% 0.08%
Other manufacturing industries; repair and installation of

machinery and equipment 0.01% 0.04%

43 Based on the 2019 tax arrangements, 2017 energy consumption and the Annual Survey on Industrial Energy
Consumption (EACEI). The rates estimated are based essentially on the French Customs Code. The value-added
and turnover figures are 2017 statistics taken from the Elaboration of Annual Statistics of Companies (ESANE)
database.
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Interpretation: For the manufacture of food products, beverages and tobacco products sector, domestic
consumption taxes on energies (TIC) paid, net of refunds, represented 0.34% of value-added. For the
same sector, TIC paid, net of refunds, represented 0.07% of turnover.

Sources: EACEI, ESANE, Outlines of Profiled Enterprises (CEP) and French Customs Code.

Electricity taxation

Businesses and administrations also pay specific taxes on their electricity consumption. These taxes
are the same as for households, with the main one being the domestic consumption tax on electricity
for end-users (TICFE).

Unlike households, however, business have access to exemptions and reduced rates. Table 13 presents
the breakdown of electricity consumption per rate applied. The full TICFE rate of €22.5/MWh is paid on
57.52% of the electricity consumed by businesses and administrations in France. The rest of the
consumption tax base is divided among electricity taxation exemption arrangements, which together
account for 14.13% of consumption, and reduced rates accounting for 28.34% of consumption.
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Table 13: Electricity taxation for businesses and administrations in 2019

Breakdown of the
consumption tax TICFE rate
base

Tax arrangements % euros/MWh
Full rate 57.52 225
Exemption for metallurgy processes, chemical reduction
and electrolysis 8.68 0
Exemption for the manufacture of non-metallic minerals 2.32 0
Businesses where electricity represents over 50% of the
cost of a product 0.13 0
Exemption for production of energy products 1.57 0
Exemption for production of electricity 1.43 0
Consumption >3kWh/€ of V-A 3.94 2
Consumption from 1.5 to 3kWh/€ of V-A 3.81 5
Consumption < 1.5kWh/€ of V-A 11.30 7.5
Consumption >3kWh/€ of V-A (carbon leakage) 2.00 1
Consumption from 1.5 to 3kWh/€ of V-A (carbon leakage) 1.27 2.5
Consumption < 1.5kWh/€ of V-A (carbon leakage) 0.72 5.5
Highly energy-intensive installations 1.41 0.5
Transport of people and goods by train, underground rail,
tram, cable and trolley bus 3.58 0.5
Datacentres 0.30 12
Airports 0.01 7.5
Total 100.00 14.2

Interpretation: Highly energy-intensive installations represent 1.41% of the electricity consumed by
businesses and administrations in France. Their consumption is associated with a TICFE rate of
€0.5/MWh.

Sources: Directorate General of Customs and Excise (DGDDI) data processed by the French
Sustainable Development Agency (CGDD).
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Domestic consumption tax on electricity for end-users (TICFE) paid in industry

The ratios of domestic consumption tax on electricity for end-users (TICFE) paid by businesses, net of
refunds, as a percentage of turnover and value-added are presented in Table 14. These ratios depend
on electricity consumption and the tax rates applied.

For the sectors considered, these ratios of TICFE to turnover range from 0.04% for the “manufacture of
transport equipment” sector to 0.19% for the “wood manufacture and paper and printing industries”
sector. The ratios of TICFE to value-added range from 0.15% (“other manufacturing industries; repair
and installation of machinery and equipment” sector) to 0.77% (“wood manufacture and paper and
printing industries” sector).

Table 14: Percentage of domestic consumption tax on electricity for end-users (TICFE) in
turnover and value-added for different industrial sectors in 2019

Industrial sectors TICFE/Turnover TICFE/Value-added
Manufacture of food products, beverages and tobacco
P g 0.12% 0.61%
products
Manufacture of textiles, apparel industries, and leather
. PP 0.06% 0.20%
and footwear industry
Wood manufacture and paper and printing industries 0.19% 0.77%
Chemical industry 0.13% 0.50%
Pharmaceutical industry 0.13% 0.38%
Manufacture of rubber and plastic products and other
re ol prastic p 0.12% 0.41%
non-metallic mineral products
Metallurgy and manufacture of metal products except
ey . P P 0.09% 0.34%
machinery and equipment
Manufacture of computer, electronic and optical
P P 0.07% 0.20%
products
Manufacture of electrical equipment 0.08% 0.29%
Manufacture of machinery and equipment not
g y qauip 0.07% 0.26%
elsewhere classified
Manufacture of transport equipment 0.04% 0.25%
Other manufacturing industries; repair and installation
. g . P 0.05% 0.15%
of machinery and equipment

140



Report on the Environmental Impact of the Central Government Budget — September 2020

Interpretation: For the manufacture of food products, beverages and tobacco products sector, TICFE
paid, net of refunds, represented 0.61% of value-added. For the same sector, TICFE paid, net of refunds,
represented 0.12% of turnover.

Sources: EACEI, ESANE, Outlines of Profiled Enterprises (CEP) and French Customs Code.
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