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Executive Summary

Based on the information collected through case studies, this report adjusts and
optimizes the timetable for phasing out China's internal combustion engine vehicles
(ICEVs) proposed in 2018, The report focuses on the specific schedules, pelicy and
action recommendations, as well as the environmental benefits resulting from ICEVs
phase-out at different levels and within different vehicle categories.

In previous assessments, cities and provinces in China have been categorized
into levels I-1V, using 10 indicators including local economic conditions, car ownership
and saturation, accessibility of ICEVs, NEV promotion, NEV industry development,
infrastructure for NEV, air pollution control, NEV market openness, and policy
executive ability. Based on the case analysis in this study, some cities and provinces
are highlighted either for their urgent need to expedite the electrification of road
transport as a key air pollution prevention policy or for their outstanding achievements
in NEV prometion. These cities and provinces include Guiyang, Xiamen, Fuzhou,
Nanchang, Ningbo, Suzhou, VWuhan, Liuzhou, Guizhou Province and Shaanxi
Province. To better illustrate the market trends and pelicy implications, these regions
have been advanced one level. For example, Guiyang is in Level lll in the timetable
proposed in 2019. However, in this study it is among the regions in Level Il
Meanwhile, the segmentation of ICEVs under commercial vehicles has been refined

due to unbalanced NEV promotion to date.

After applying the above adjustments, the timetable for phasing out China's ICEVs
has been updated as illustrated in the table below. The trajectory during the
2020-2030 period is close to the existing national goals set in the New Energy Vehicle
Industry Planning (2021-2035) (exposure draft), while the trajectory beyond 2030 is

based on the projections of NEV market development.
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Table: Adjusted timetable for phasing out China's ICEVs by 2050

In which year there will be no ICEVs in the new car market for regions in

each level

2020 2025 2030 2035 2040 2045 2050
PV1-a (| ] v
PV1-b . ] v
PV2 | Il 1] v
CV1-a I, i v
CV1i-b ol ] v
CV1-c | 1l ] v
Ccv1i-d (I | 1] v
CV2-a | Il ] v
Cv2-b (|| ] v
CV2-c L 1 v
cv3 | Il 1l v

Mote: 1. The time nodes in this table indicate that there will be no ICEVs in the new car market in that
year,

2. There were no sub-ciasses under CV1 and CW2 in the timetable proposad in 2018,

2. P¥1-a is taxi, renial cars and e-hailing vehicles, PV1-b is official cars, PV2 is private cars, CV¥1-a is city
buses, CV1-b is commuter vehicles, CV1-c is light logistics vehicles and mail cars, CV1-d is sanitation
vehicles and field trucks, CV2-a is intercity buses, CV2-b is intercity logistics vehicles, CV2-¢ is special
vehicles, CV3 is medium and heavy duty trucks.

According to the adjusted timetable, there will be no ICEVs in the new car market
in public transport system (CV1-a, b, ¢, d) for Level | and Level Il regions by 2025. For
these vehicle categories, a specific phase-out schedule set year by year is suggested
during China's Fourteenth Five-Year Plan (FYP). Nationwide, by 2050, the ICEV
market share of new car sales will drop to zero. Under the scenario of ICEVs
phase-out, oil consumption for the four levels will peak in 2020, 2022, 2023, and 2023,
respectively. Lifecycle GHG emissions, including emissions from electricity generation,
will peak no later than 2025. Reductions of tailpipe pollutants, such as volatile organic
compounds (VOCs), nitric oxide (NOy), and carbon monoxide (CO), etc. are
estimated to exceed 100 million tons.

Despite the rapid development of NEVs in China over the past years, NEVs are
still not yet in a position to replace ICEVs in terms of price advantage or competitive

driving performance. Based on our findings, policy recommendations have been
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made to address transition challenges.

First, cities in Level | and Level |l should continue to play an exemplary role in
phasing out ICEVs, while the regions in Level [ll and Level IV should promote NEVs
on a step by step basis, with a full consideration of local economic conditions and
promotion challenges.

Second, for those regions with advantages in NEV promotion, or where there is a
strong demand for expediting the electrification of local vehicle industry, it is
suggested to accelerate the ICEV phase-out schedule and devise safeguard
mechanisms. For example, a special working panel can be set up to supervise the
phase-out process.

Third, it is important and essential to evaluate the effects of the phase-out
schedule on ICEV industry supply chains and establish response measures in
advance with regard to recombination and mergers and acquisitions, financial support,
employment and bankruptcy protection.

Last, both the central and local governments should establish supporting
measures to promote NEV development for the long term adapted into macro policy
design, infrastructure construction, the encouragement of NEV industry growth and

products, vehicle usage, and after-sale service.

Although the proposed timetable and schedules for ICEVs phase-out may be used as
guidelines for local policymakers, it is strongly suggested that local governments
make more specific and detailed plans for the phase-out process and that they select
appropriate substitutions for ICEVs at different stages after careful consideration of
the unique local sociceconomic conditions. There are attractive environmental
benefits that result from rapid NEV promotion and subsequent ICEVs retirement.
However, ICEVs cannot exit the market over night. The promeotion of NEVs should be
done gradually and implemented on the basis of local economic conditions and social

acceptability.
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II
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