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Introduction and key messages

The Committee first gave advice to the Welsh Government on the appropriate
levels for emissions reduction targets in 2017. These targets put Wales on the path
to an 80% reduction in greenhouse gas (GHG) emissions by 2050 compared to
1990 levels.

Since 2017, the context for Wales' long-term climate ambition has changed
dramatically:

e A Net Zero target for the whole of the UK has been legislated in Parliament -
increasing the 2050 target from an 80% reduction to a 100% reduction - on
the basis of the Committee’s recommendations inthe 2019 Net Zero
advice.

e The Welsh Government declared a climate emergency in 2019.

e In 2019, the Welsh Government committed to reduce ifs greenhouse
emissions by atleast 95% by 2050, with an ambition to set a Net Zero target,
in line with the Committee’s advice on Net Zero across the UK. These
targets have not yet been legislated.

e Walesisnow in a position to redlise its ambitions of setting a Net Zero target.
In the Advice Report published alongside this Progress Report, we
recommend that the Welsh Government should set a Net Zero targetfor
2050.

e The COVID-19 pandemic wil have lasting implications for tackling climate
change in Wales and internationally.

This Progress Report monitors progress fowards Wales’ existing fargets using the
latest available emissions data for Wales, with a focus on frends in emissions across
Wales’ First Carbon Budget period from 2016 to 2020.

The advice in this report is provided in this context. We assess whether Wales is
currently on track to meet its existing targets, but recognise that meeting them will
not be sufficient to match the long-term climate ambitions of either the Welsh
Government or the UK Govemment.

The global pandemic has changed the context in which all Welsh Government
policy — including climate policy — is delivered. It is not yet possible to foresee the
full effect of the COVID-19 crisis, but itis clear that it will have substantial social,
economic, and environmentalimpacts. It has also highlighted the kind of systemic
risks that climate change places on society.

The rest of this Chapteris set outin three sections
1. This Progress Report
2. Wales' existing greenhouse gas reduction targets

3. The new context for climate action in Wales

Chapter 1: Key messages ond context for this Progress Report 8



Our key messages from this Progress Report are:

¢ Emissions are falling in Wales. Emissions have fallen by 31% since 1990. Inthe
first two years of the Wales First Carbon Budget period, emissions fell by 20%,
almost entirely due to reductions in the power sector.

e Policy progress. The Welsh Government has made significant policy
improvements since 2017 anditis clear it is taking the climate challenge
seriously. This includes:

— Alow-carbon delivery plan for the First Carbbon Budget.

— A draft Transport Strategy that includes a clear focus on the provision
of accessible active fravel and public transport while supporting the
fransition to electric vehicles.

— Achieving the UK’s highest recycling rate, with food waste collection in
all parts of Wales, and setting very ambitious long-term targets to
further reduce waste and increase recycling.

- Support forlarge low-carbon electricity generation projects in Wales.

— The inclusion of ‘greenrecovery’ principles in the Welsh Govemment’s
response fo the pandemic.

e Gapsremain. Underlyingindicators and the lack of a cohesive, economy-
wide strategy for 2050 — at both UK and Welsh Government level - mean
that Wales is not currently on tfrack for the 80% target, let alone Net Zero.

Progress Report: Reducing emissionsin Wales



1. This Progress Report

This Progress Report is the Committee’s first report on Wales' progress towards
meeting its emission reduction targets, as requested under Article 45 of the
Environment (Wales) Act 2016.

The Advice Reportis written with reference to Net Zero as the appropriate target
for Wales. The policy advice given at the end of this Progress Report is with
reference to meeting the targets we have recommended for Wales to get on
frack for Net Zero in 2050, and s set outin more detail in the Advice Report.

Chapter 2 of this Progress Report reflects on performance in reducing emissions
since 1990, with a particular focus on the First Welsh Carbon Budget period (2016 -
2020), for which data are only available for the first three years (i.e. up to 2018).
We consider trends in emissions across the economy and in specific sectors, with
discussion of the key underlying drivers of changes in emissions. We analyse
whether Wales is on frack to meeting its existing legal targets beyond 2020.

Chapter 3 assesses climate policy developments in Wales since our advice onthe
First Carbon Budget was published in 2017, including the Prosperity for all: a low
carbon Wales! delivery plan and The Welsh Government's COVID-19
Reconstruction: Challenges and Priorities.?

Chapter 4 sets out a summary of the policy priorities that are needed to get Wales

on frack to Net Zero in 2050 and our recommended targets on that pathway.
These recommendations are expanded in more detail in the Advice Report.

Chapter 1: Key messages ond context for this Progress Report ] O



2. Wales’ existing greenhouse gasreduction targets

11

Under the 2008 Climate Change Act, Wales is required to conftribute to the UK Net
Zero targetin 2050 as well as the UK's carbon budgets. The Act assigns to Welsh
Ministers the duty to report on the Welsh Government’s objectives, actions and
future priorities regarding the impacts of climate change to the National Assembly
of Wales, and confers to them powers to seek the advice of the Climate Change
Committee to do so.

Specific greenhouse gas emissions reduction targets for Wales were first infroduced
through the Environment (Wales) Act 2016. The Act states that the 2050 targetis ‘at
least’ an 80% reductionin emissions from 1990 (baseline year) levels, and sets out
the requirement for interim targets.

These interim targets for 2020, 2030 and 2040 were infroduced info law through the
Climate Change (Interim Emissions Targets) (Wales) Regulations 2018 (Figure 1.1):

e Emissions must be atleast 27% lower than the 1990 baseline by 2020.
o Emissions must be atleast 45% lower than the 1990 baseline by 2030.
e Emissions must be at least 67% lower than the 1990 baseline by 2040.

Figure 1.1 Wales’ existing targets forreducing «
greenhouse gas emissions
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Source: Adapted from CCC (2017) Building a low-carbon economy in Wales.
Notes:The Second Carbon Budget isshown aslegislated. In our 2017 advice, we recommended that if Aberthaw
closedin 2020 the Second Carbon Budget should be tightened to 37%.
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The 2016 Environment Act also places an obligation on Welsh Ministers to set
carbon budgets for Welsh emissions covering five-year periods to 2050. So far,
Wales has legislated for the first two carbon budgets, which require emissions to be
23% below the baseline over the period 2016-2020 and 33% below the baseline for
2021-2026.
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3. The context for climate actionin Wales
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a) A Net Zero target for the UK and for Wales

In 2019, the Welsh Government declared a ‘climate emergency’, accepted the
Committee’s recommendation to a target of at least a 95% reduction in
greenhouse gas emissions by 2050, and stated its intention to “go further... to bring
forward a target for Wales to achieve Net Zero emissions no later than 2050

The UK Government has now adopted a Net Zero targetinto law and —in parallel
with this advice to the Welsh Government — the Committee has now
recommended the UK should adopt an ambitious 78% reduction target compared
to 1990 levels across the Sixth Carbon Budget period (2033 - 2037) on the pathway
to Net Zero emissions in 2050.

In the last year, we have already seen promising signs of increased ambitionin
Wales, notleast in the commitments to delivering a ‘greenrecovery’ from COVID-
19.3 Additionally, the UK's Net Zero objective hasbeen embraced by business,
local authorities and the wider public.

In the accompanying Advice Report, the Committee now recommends that the
Welsh Government should set an ambitious Net Zero target for 2050. This
recommendation reflects new evidence on the range of options and pathways for
the UK to reach Net Zero by 2050.

Achieving Net Zero means the majority of activities — driving, manufacturing,
heating, electricity generation — emitting as close to zero emissions as possible by
2050, with any remaining emissions requiring the equivalent amount of emissions to
be removed from the atmosphere.

The path to achieving Net Zero emissions by 2050 will require a much steeper
reduction in emissions over the intervening three decades than is currently
legislated in Wales' emissionsreduction targets. Our Advice Report explains what
the new goal and the emissions pathways described in the Sixth Carbon Budget
mean for Wales’ interim emissions reduction targets, and makes policy
recommendations that will set Wales on the path to Net Zero.

Achieving these long-term climate goals requires a strategic shift in policy. Setting
a Net Zero target in Welsh law, our publication of the next UK Climate Change Risk
Assessment Evidence Report, contributing to the UK'srole as host of the UN's COP26
summit and the 2021 meeting of the G7 countries provide clear milestones forthe
next steps in Wales’ efforts to reduce emissions and prepare for climate change.

b) The new context of COVID-19

It is not yet possible to foresee the full effect of the COVID-19 pandemic, but it will
have substantial social, economic, and environmental impacts. It has also
highlighted the importance of evidence-led planning for systemic risks, which also
applies to our preparations for climate change itself.

Increasing Wales’ ambition to Net Zero greenhouse gas emissions and working
towards a climate-resilient society remain the appropriate long-term goals.

Progress Report: Reducing emissionsin Wales



The broad set of changes requiredin the long term to deliver Net Zero is likely to be
roughly as expected before the COVID-19 crisis. However, the pandemic
fundamentally changes the context for tackling climate change in the nearer
term, not least the need to integrate Net Zero plans in the economic recovery.

The lockdown measures put in place as a response to the COVID-19 pandemic are
likely to have differentimpacts across the short term, medium term and long ferm.
Our 2020 UK Progress Report set out our analysis of the impacts of the COVID-19
lockdown and what is needed for a resilient recovery:

Short term. Dealing with the COVID-19 pandemic continues fo be the
priority. The lockdownimposed in response to the pandemic hasa number
of short-term effects that are likely to be largely temporary, but which may
have impacts that persist in the longer term.

— The crisis is already having an impact onworkers and willinevitably

lead to increased unemployment. Investment has also slowed,
including in low-carbon industries globally, though emerging evidence
suggests low-carbon investments have performed better than high-
carbon investments over this period. Given this, there is consensus
around the need for economic stimulus, and a strong desire and
potential opportunity to restart the economy and create jobs by
building Net Zero and climate resilient infrastructure. Furthermore, low
oil prices and low interest rates are likely to persist for the immediate
future, providing a potential opportunity for UK and Welsh Government
actions fo stimulate investment away from high-carbonindustries.

The fransition fo Net Zero and building resilience to climate change
require a clear set of investments. Accelerating these investments can
be a key part of the macroeconomic response to COVID-19 at a time
when demand across the economy is supressed, with wider economic
benefits.

The 26th Conference of the Parties (COP26), the UN climate summit
that the UK was due to hostin Glasgow in 2020, is now delayed to
November 2021.

Medium term. Looking beyond the healthimpacts, COVID-19 and the
restrictions to manage its spread have affected livelihoods and reduced
economic oufput across the globe.

- Lasting impacts willinclude many lost lives and livelihoods, economic

impacts such as increased public and private debft (e.g. business
loans, mortgages) as well as social and cultural impacts related to
fravel and working behaviours. Intfernational relations are also shifting.

— The medium-term responses to the crisis from the Welsh and UK

governments will redraw the path of many aspects of decarbonisation
and climate resilience, especidlly if it emphasises climate-positive
behaviours, like remote working and active fravel, which have
emerged during the lockdown.

Long term, Wales must remain committed to stepping upits climate godls.
The actions needed to deliver them are largely as before, though ifrecent
behaviour changes persist, they could have a lasting impact on Wales’
emissions.
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c) The end of coal-fired power generation in Wales

March 2020 marked the end of coal-fired power generation in Wales, with
Aberthaw power plant in South Wales officially closing after a period of
substantially lower generationin both 2018 and 2019. Reduction in emissions from
Aberthaw alone drove a significant fallin overall Welsh emissions of around 11%
between 2016 and 2018.

In our 2017 advice Building a low-carbon economy in Wales, we highlighted the
significantimpact that output from Aberthaw could have on the level of Wales’
targets during the early 2020s. Its closure in 2020 — notwithstanding the climate
emergency and the Welsh Government’s subsequent commitments to set fighter
targets in line with the UK Net Zero goal — would have led the Committee to
recommend a fightening of Wales’ existing Second Carbon Budget target. This
recommendation was to ensure that meeting the Second Carbon Budget means
real progress across the economy and not solely a drop in emissions attributed to
the earlier closure of Aberthaw.

The closure of Aberthaw and the phase out of coal mining in Wales underlines the
importance of delivering a just fransition for the people and places that currently
depend on carbon-intensive economic activity. Well-designed policy to distribute
the costs and the benefits of the Net Zero transition fairly — at both UK and Welsh
Government level — and public engagement are required fo ensure that Wales'
Well-being Goals are met in the fransition to a zero-carbon economy.

d) COP26 and international developments

The UK (with co-host Italy) will host the 26th United Nations Framework Convention
on Climate Change (UNFCCC) Conference ofthe Parties (COP26) in Glasgow.

Originally scheduled for November 2020, COP26 was envisaged as a key moment
in efforts to raise global climate ambition with countries expected to resubmit their
Nationally Determined Contributions (NDCs) for emissions reductions to 2030, and
adaptationstrategies, before the end of this year.

When assessed prior to COVID-19in 2019, the global emissions expected in 2030
based on current global ambition were not consistent with pathways expected to
achieve the Paris Agreement's goal of limiting global waming to well-below 2°C
above preindustrial levels and pursuing efforts to keep it below 1.5°C. Global
pathways were instead expected to reach around 3°C above pre-industrial levels
by 2100.

COP26 has now been postponed by one year until November 2021 due to the
ongoing COVID1? pandemic. Since then global climate ambition has increased,
due to major economies such as China, Japan and South Korea having declared
Net Zero objectives for around the middle of the century. The incoming US
administrationis also expected to re-join the Paris Agreement.

The fime between now and COP26 represents a crucial period for global climate
efforts. The infrastructure constructed around the world over the next few years as
part of govemment responses to COVID-related economic impacts will be critical
to the chances of achieving the Paris Agreement long-term temperature goadl.
Aligning post-COVID investment programmes with the agreed global climate goals
of the Paris Agreement must be a core objective for global climate policy over the
next 18 months.
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As COP26 host andincoming G7 president, the UK has the opportunity to
demonstrate leadership on a global scale on both climate change mitigation and
adaptation. The UK also has animportant role in shaping efforts to alignresponses
with global climate objectives and can help catalyse the necessary efforts to
increase climate ambition around the world.

As a significant contributor to UK emissions — particulary the industry and
agriculture sectors, where policy action has been limited to date — Wales’
contribution is important to UK leadership on the global stage. The actions of the
Welsh Government in the next year can help to signal a united and uniform effort
to achieve Net Zero thatis supported by all parts of the UK. 4
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I Welsh Government (2019) Prosperity for All: A Low Carbon Wales,
2Welsh Government (2020) COVID-19 reconstruction: challenges and priorities.
3Welsh Government (2020) £6.5m Circular Economy Funding to Support a Green Recovery.

4CCC (2020) The Sixth Carbon Budget: The path to Net Zero.
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1. Progressreducing emissionsin Wales

On the basis of the latest published emissions inventory, Welsh emissions fell by 8%
in 2018 to 38.9 MtCO»e and were 31% below 1990 levels.”

Emissions fell by nearly 20% in the two years from 2016 to 2018. This means that
Wales is on tfrack to meet its 2020 target (a 27% reduction on 1990 levels) and the
First Carbon Budget (23% average reduction on 1990 levels across 2016-2020) on
the currentinventory basis, as long as emissions do not increase in 2019 and 2020.

Greenhouse gas emissions in Wales have fallen by 28% in the two decades since
1998, while the economy has grown by 40% in the same period (Figure 2.1).1

Figure 2.1 Emissions in Wales have fallen while the «
economy has grown
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Welsh Gross Domestic Product (GDP) = N elsh greenhouse gas emissions

Source: ONS (2019) Regional gross domestic product all NUTS level regions; NAEI (2020) Greenhouse Gas Inventories
for England, Scotland, Wales & Northern Ireland: 1990-2019; CCC analysis.

* This Progress Report is based on the latest published inventory. Future changes to the inventory wil have a material
impact on Wales' emissions pathways (Box 2.1) and are accounted for in our advice on targets.
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2. Changesinsectoral emissions over the 1t Carbon Budget
period andsince 1990

The fall in total emissions over the course of the First Carbon Budget period has not
been evenly distributed across all sectors (Table 2.1).

Emissions reductions have been dominated by the power sector, which has
caused 85% of the total reduction in emissions from 2016 to 2018. Emissions from the
manufacturing & construction (-9%) and fuel supply (-7%) sectors have also fallen,
while emissions in all other sectors fell by an average of just 1% (Figure 2.2).

In particular, the slowdown of Aberthaw power station from 2016 to 2018, on the
way to its eventual closure in 2020, has contributed to 55% of the total fall in
emissions over the budget period.

Table 2.1
Change in sectoral emissions in Wales ,
Emissions in Emissions in Emissions in Change in emissions Balance of
1990 2016 2018 2016 to 2018 devolved powers
(MiCO2e) (MiCO2e) (MiCO2e) (MiCO2e)

‘ Electricity supply . . . . Mostly reserved
L CLIDisTs i) G 16.1 10.8 9.8 10 Mostly reserved
consfruction
Surface fransport 5.6 5.9 5.8 -0.1 Partially devolved

‘ Agriculture & LULUCF 5.9 5.2 5.2 <0.1 Mostly devolved
Buildings 6.3 4.4 4.4 <0.1 Partially devolved
Fuel supply 6.1 3.4 3.2 -0.3 Mostly reserved

3.3 1.5 1.5 <0.1 Mostly devolved
1.1 0.8 0.7 -0.1 Mostly reserved
0.3 0.6 0.6 -0.1 Mostly devolved
0.3 0.1 0.2 <0.1 Mostly reserved
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Figure 2.2 Changesin sectoral emissionsin Wales
since 1990 and in the First Carbon Budget period

M1CO,e

Source:NAEI (2020) Greenhouse Gas Inventories for England, Scotfland, Wales & Northern Ireland: 1990-2019; CCC

analysis.

Notes: LULUCF =land use, land-use change and forestry. No data are available for 1991-1994 and 1996-1997,
emissions areintempolated between 1990, 1995 and 1998.
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Electricity supply has been responsible for 85% of the total changes in emissions
since 2016. Emissions from the electricity supply sectorin Wales have halved (-53%)
in the last two years and have fallen by 33% since 1990 (Figure 2.3). The fall has
been driven by reductions in fossil-fired electricity generation supported by the
steady expansion of renewable capacity in Wales:

e In 2018, 30 TWh of electricity was generated in Wales. Wales was a net
exporter of electricity fo the rest of the GB network, consuming around
14 TWh. Around 25% of generation was from low-carbon sources (7.4 TWh),
up from 22% in 2017 and from 6% in 2010.2

o Total electricity generation in Wales fellby 11% from 2017 to 2018. Most of
this change was due to an 83% fall in generation from coal-fired power
generation, but gas-fired generation also fell by 3%.3

¢ The rate of installation of new renewable electricity capacity in Wales has
fallen every year since 2015. In 2018, 126 MW of new renewable electricity
capacity was installed, compared to more than 200 MW in 2015.

e InSouth Wales, there is currently a constraint on the fransmission electricity
network, potentially preventing large power stations from connecting to
either the transmission or distribution networks until reinforcement is
completed in 2026. It is unclearwhether the closure of Aberthaw Power
Station in 2020 will help mitigate this constraint and/or expedite the solution
to unlocking capacity sooner.4

Figure 2.3 Electricity supply emissionsin Wales «
(1990 - 2018)
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Source:NAEI (2020) Greenhouse GasInventories for England, Scotiand, Wales & Northern Ireland: 1990-2019; CCC
analysis.
Nofe: Emissions data are not published for 1991 to 1994, 1996 or 1997.
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Changes in emissions across all other sectors have been muchless rapid, although
emissions have fallen in most sectors since 2016:

Manufacturing & construction emissions fell by 9% from 2016 to 2018 to 9.8
MICO.e, and were 39% below 1990 levels. Emissions from iron and steel
production - centred on the industrial cluster in South Wales — dominate
emissions from this sector. Emissions from the iron and steel sector fell by 0.8
MICOqe (-17%) from 2016 to 2018. This coincided with a 12% fallin the total
amount of iron and steel producedin Wales in the same period, and does
not necessarily reflect underlying changes to decarbonise the sector.s

Surface transport is Wales’ third-largest source of emissions. Between 2016
and 2018, emissions from surface fransport fell by 2%, but emissions in 2018
were still 3% higher than the 1990 baseline. Surface transport emissions have
remained virtually flat since 1990, despite recentimprovements in vehicle
efficiency:

— The total distance driven by cars in Wales has increased by 13% since
2008 to 31.6 billion vehicle-km in2018.6

— Emissions from cars in Wales have fallen by 9% in the same period
despite this increase in the total distance driven, reflecting a real-world
efficiency improvement.”

Agriculture and land use, land use change and forestry (LULUCF). Net
emissions from agriculture and LULUCF in 2018 were 5.2 MtCO-2e in 2018,
unchanged from 2016 and only 13% down from 1990. Emissions have
increased by 13% in the last decade:

— Emissions from agriculture have fallen by 11% since 1990, but have
increased since 2016. Emissions from livestock account for 54% of
agricultural emissions, with manure and waste management (13%), soil
(24%) and machinery (10%) accounting for the remainder.

— Changes in how methane is accounted for, mainly through an
increase in the estimated global waming potential of methane, will
increase the estimate of Wales' agricultural emissions by 12%-36% (Box
2.1).

— Wales' land acts as a net carbon sink, mainly due to the role of forests
in absorbing carbon from the atmosphere. The size of the sink has
decreased marginally unchanged over the last 10 years from 0.6
MICO.e per year in 2008 to approximately 0.4 MtCOqe per yearin
2018. This reflects a lack of action in new free planting needed to
increase the size of the forestry sink. Wales hasreduced its tree
planting target from 5,000 hectares (ha) per year to 4,000 ha.In 2019,
80 hectares of frees were planted in Wales.8

— Emissions from peatlands are not currently fully accounted forin
Wales' greenhouse gas inventory, but that is set to change in the 20205
and will add around 0.5 MtCO»e of emissions to the inventory (Box 2.1).

Buildings. Direct emissions from buildings saw a steady decline in the first
part of the century, but emissions have increased since 2014. Residential
buildings make up the majority of emissions in the sector, with emissions
from non-residential buildings remaining relatively low but flat since 1990. In
2018, total emissions from buildings were 4.4 MtCOqe, 1% higher than 2016,
but 30% lower than 1990:
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— Renewable heat generation in 2018 was 2.2 TWh, equivalent to 13% of
Welsh domestic heat demand. Wales had 680 MW of renewable heat
capacity in total in 2019.9

— Heat from biomass made up half the renewable heat produced in
Walesin 2019, and most of this was produced by commercial and
industrial projects. There were fewer than 8,000 heat pumps in Wales in
2019, generating around 7% of heatin Wales.

— The majority of dwellings in 2018 had an EPC Drating (52%). Since
2008, the proportion of homes in Wales rated EPC C or better has
increased from 5% to 28%10 but the frend has been flat since 2013, with
less than a one percentage point change in the median EPC ratings
of existing homes and flatfs in Wales.!

- The extreme cold weather event the 'Beast from the East'in March
2018 resulted in colder weatherfor 2018 compared to the years 2017
and 2019 (Figure 2.4). This is likely to be a significant driver of the
increase in emissions seen between 2017 and 2018.

Fuel supply emissions— largely from petroleumrefining — fell by 7% between
2016 and 2018. At 3.2 MtCOqe, emissions were 48% below 1990 levels. Most
of the change in emissions from fuel supply was due to a 50% (-0.2 MtCOq¢)
fall in emissions from gas production from Rhyl gas field. 12

Waste sector emissions continued to decline and are now 55% below the
1990 baseline. Emissions from waste made up only 4% of total Welsh
emissions in 2018.

— Wales has set very ambitious waste separation, recycling and food
waste reduction goals which will result in further emission reductions in
the sector during the 2020s.

— Wales currently has a target of an 80% reductionin waste emissions by
2020, and 92% by 2030, compared to 1990 levels. Very significant
reductions during 2019 and 2020 would need to have been achieved
to meet the 2020 target, given the relatively flat waste emissions
frajectory between 2016 and 2018.

Shipping emissions in 2018 were 41% below baseline levels, and 15% down
from 2016. Emissions from the sector make up 2% of total Welsh emissions,
and they have been falling steadily since 2013.

Aviation is a small sector in Wales, confributing to less than 0.4% of total
Welsh emissions —in contrast to the UK, where aviation makes up 7% of total
UK emissions. Emissions in the sector were 0.2 MtCO2e in 2018, 38% below
1990 levels, although have been increasing recently with a 29% increase
from 2016 to 2018.

F-gases emissions have increased significantly since 1990, largely due to
increases the use of hydrofluorocaroon (HFC) refrigerants in refrigeration
and air conditioning equipment. Emissions have fallen in the last five years
due to EUregulations that banned the most harmful F-gases and set a cap
on the amount of F-gases that can be used.
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3. Outlook for emissions in Waleson 2019 and 2020

Data on Welsh emissions in 2020, required to estimate emissions over the full period
of the First Carbon Budget will not be published until June 2022.

In this section, we draw on other sources that can provide anindication of whatis
likely to have happened to emissions in Wales in 2019 and 2020:

o Temperatures in 2019 and 2020. There were fewer heating-degree-days® in
the winter (January to March and October to December) months of 2019 in
Wales than compared to the same period in 2018 (Figure 2.4), and the fotal
number of degree-days in 2019 were close to the long-run average.
Notably, the first three months of 2018 were much colder than usual due to
the cold weather events Storm Emma and Anticyclone Hartmut (the 'Beast
from the East'). Lower heating demands may therefore lead to lower
emissions from buildings in 2019 compared to 2018.

Figure 2.4 Heating degree days variation «
fromthe long-run average in Wales
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Source: Energy Management Register (2020) Degree day data. http://www.enmanreg.org/freedd/

Notes: Heating-degree-days (HDDs) are calculated relative to a 15.5°C baseline temperature. One HDDis the
number of degrees deviation from the base temperature of the actual temperature on a given day. This figure
compares HDD in wintermonths to the twenty-yearaverage for that month. Points above the horizontal axis
reflect colder than average temperatures and points below indicate higher than average temperatures.

" Heating-degree-days (HDDs) are calculated relative to a baseline temperature, typically 15.5°C, whichis the outside
temperature above which a building needs no heating. One HDD is the number of degrees Celsius deviation from
the base temperature of the actual temperature on a given day.
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e Verified emissions in the EU Emissions Trading System (EU ETS). While official
emissions data for 2019 willnot be published until 2021, we can draw on
verified emissions data fromthe EU ETS to track progress in Wales' power
stations and heavy industry. In 2019, emissions in the fraded sectorsin Wales
remained comparable to 2018 levels (Figure 2.5).

Figure 2.5 Verified emissions data for the EU ETS «
show similar emissionsin Wales in 2019 to 2018
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B Aberthaw Power Station

Source: EEA (2020) EU Emissions Trading System (ETS) data.
Notes:Based on all installations with code UK-W.

e Theimpacts of COVID-19 on emissions in 2020. Reduced energy demands
during the lockdown are expected to cause a record fall in global
emissions in 2020. These impacts are likely to be fransient, reversing as the
global economy reopens and with only a negligible impact on global
warming.

- The fullimpact on Welsh greenhouse gas emissions is also unclear at
this stage — and will depend on the rate at which the economy is able
to reopen safely. It is already clear, however, that the lockdown will
cause a substantial fall in emissions in 2020.

— In a mid-case estimate, daily CO, emissions for the whole of the UK
were around 30% lower than mean 2019 levels during the peak of the
lockdown in April and May 2020 (although reductions in UK aviation
travel are less significant for Wales than for the rest of the UK). The local
and national lockdowns that were introduced in Wales in the second
half of 2020 will supress emissions further, mainly through a drop inroad
and public transport usage.
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4. Meeting the first Welsh Carbon Budget

On the current inventory basis, average emissions for the period 2016 to 2018 were
23% below the 1990 baseline — already in line with the average reduction required
to meet the budget. Wales is therefore on frack to meet the First Carbon Budget
on the currentinventory basis, as long as emissions do notincrease in 2019 and
2020.

Until emissions data are publishedin 2021 and 2022, we do not have an accurate
estimate of what happened to emissions Wales in 2019 and 2020.

However, taking an assumption where emissionsin 2019 are held constant at 2018
levels — whichis supported by ETS data for 2019 (Figure 2.5) — and assuming a 5%
fall in emissions in 2020 due to the COVID-19 lockdown would mean the First
Carbon Budget is met on the existing inventory basis (Table 2.2).”

Table 2.2
Meeting the first Welsh carbon budget — ‘what-if' analysis

1990 baseline Average emissions Emissions in 2019 Emissions 2020 Average emissions
2016-2018 (held at 2018 levels) (5% fall from 2018 2016-2020
levels)
56.4 MtCO2e 43.4 MtCOoe 38.9 MtCO2e 36.9 MtCOoe 41.2 MtCO2e
(average 23% (31% reduction in (35% reduction in (average 27%
reduction) 2019) 2020) reduction)

There is no provision in Welsh climate legislation for how performance towards
carbon budgets is measured.

The targets that were recommended by the Committee in 2017 — and the new
targets recommended in the Advice Report — are set on the basis that they are
evaluated at the end of the budget period, when all emissions data are available.
The emissions statistics published in 2022 will be the first inventory that covers the
entire budget period from 2016 to 2020. We therefore assume that performance
towards meeting the First Carbon Budget is evaluated based on the emissions data
as published inthatinventory.

This raises the possibility that changes to the inventory before 2022 could affect
budget performance. On the basis of the assumptions in Table 2.3, the risk is very
low that the First Carbon Budget is not met due to changes in the methodology for
peatlands and/or global waming potentials (Box 2.1), regardless of UK
Government decisions on which precise methodology is used and when the
changes are implemented.

“This is a ‘what-if’ analysis, not a prediction of what actual emissionsin 2019 and 2020 were.
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Peatland emissions. Depending on the methodology selected, there is a range of
possible increases to total Welsh emissions that accounting for all peatland
emissions could cause. A UK decision on the methodology used is expected before
2022 and may affect the First Carbon Budget:

¢ ‘Higher' peatland. The high range of emissions from peatland could add
around 0.5 MtCO.e to the inventory, and it would also increase the 1990
baseline by 0.5 MtCO.e. This is the basis upon which targets in the Advice
Report are recommended.

o 'Lower peatland. The lower range of emissions from peatland could add
around 0.4 MtCO.e to the inventory, and it would also increase the 1990
baseline by 0.4 MICO.e.

Global Warming Potentials (GWPs). The values used for GWPs will be updated to be
in line with those used inthe IPCC 5t Assessment Report (ARS). There are currently
two methodologies for calculating GWPs presented in AR5, and a UK decision on
which one will be used in the inventory is expected by 2024 at the latest:

o ‘Higher’ GWPs. If the update to the GWPs includes the impact of climate-
carbon feedbacks, the estimate of the existing inventory would increase by
around 1.9 MtCO.¢e, while the 1990 baseline would increase by 3.4 MtCO-e.
This is almost entirely due to a 36% increase in the estimated global
warming impact of methane (CHg4) emissions. This is the basis upon which
targetsin the Advice Report are recommended.

e ‘Lower’ GWPs. If GWPs do notinclude climate-carbon feedbacks, the Welsh
inventory would increase in size but by a smaller amount (+0.5 MtCO-¢e in
2018). Methane emissions would be 12% more warming than the current
estimate, while N2O emissions would be around 11% lower.

Box 2.1

Sources of uncertainty in the Welsh emissions inventory

Methodology changes to the emissions inventory are designed fo increase the
tfransparency, accuracy, consistency, comparability, and completeness of emissions
estimates. There are three primary sources of uncertainty in the inventory:

* Uncertainty in the current GHG inventory. This comprises the statistical uncertainty in
emission factors and activity data used in estimating emissions. Itis internal to the
inventory, is well quantified and it is possible to formally assess the probability of
errors through methods set out in IPCC guidelines. For the 2014 inventory, the
uncertainty was estimated as +3% with 95% confidence for the UK as a whole and
also for in Wales.!3 The uncertainty is concentrated in sectors involving complex
biological processes or diffuse sources such as waste, agriculture and land use,
land-use change and forestry (LULUCF).

* Uncertainty in Global Warming Potentials (GWPs) assigned to GHGs. GWPs are used
to convert emissions from different gases into a single comparable metric (tonnes of
CO2- equivalent, or 1CO2¢). As agreed intermationally, the inventory uses the GWP
evaluated over a 100-year time frame (GWP100). There have been multiple
changes to the GWP estimates used for CH,, N2O and F-gases since the inception
of the inventory. Future changes to GWPs will significantly affect emissions as
measured in MtCO2e.

* Scope of the inventory, including peatiands. Some sources of emissions and
activities (e.g. most peatland emissions) are not currently included in the inventory
butwill be included in the future, thus adding to overall GHG estimates.

Ourrecommendations in the Advice Report on the Net Zero GHG target in 2050, third
carbon budget and interim targets in 2030 and 2040, take these methodological
changes into account.
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Table 2.3
Possible impact of methodology changes on meeting the First Carbon Budget

GWPs

Currentinventory AR5 without CC AR5 with CC feedbacks
feedbacks (new targets recommended
on this basis)

28% reduction

Peatland | Currentinventory 27% reduction 27% reduction

‘Low’ estimate 27% reduction 27% reduction 28% reduction

‘High’ estimate (new targets 27% reduction 27% reduction 28% reduction
recommended on this basis)

Notes: The percentages quoted in this table assume that emissions in 2019 are held constant to 2018 levels, and fall by a nominal 5% in 2020. Final
emissions data for 2020 willnot be published until summer 2022.
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5. Progress towards targets beyond 2020

Table 2.4
Impact of Aberthaw closure on the previously-recommended level of the second Carbon Budget

2020 target

Level of Carbon Budget 2

a) Impact of Aberthaw closure on targets before 2025

In our 2017 advice on Building a Low-Carbon Economy in Wales, we highlighted
the importance of the Aberthaw coal-fired power station for the level of Wales'
targets in the 2020s.14

The levels of the 2020 target and the first two carbon budgets allowed for
continued - though declining — generation from Aberthaw. We recommended
thatif emissions from this station ceased prior o 2025, those targets should be
tightened in order to maintain the ambition embodied in the recommended 2020
target and carbon budgets across the rest of the Welsh economy.

Aberthaw closedin March 2020 and emissions had already reduced to very low
levels from 2018 (Figure 2.5).

The legislated target for the Second Carbon Budget is for an average emissions
reduction of 33% compared to 1990 levels. However, the Second Carbon Budget
was set while the dafe of the closure of Aberthaw was still uncertain; achieving this
level of overall reductions without any emissions from Aberthaw would not
representreal progressin other sectors.

Even before the new context of Net Zero istaken into consideration, the
Committee would have recommended that the budget be tfightened to a 37%
reduction over the budget period to reflect the early closure of Aberthaw on the
basis of our 2017 advice (Table 2.4). Our recommendations onthe Second Carbon
Budget are set outin the Advice Report that accompanies this Progress Report.

Legislated target - assuming Equivalent target adjusted for
Aberthaw closure in 2025 Aberthaw closure in 2020

27% reduction on 1990 levels 32% reduction on 1990 levels

Average 33% reduction on 1990 levels | Average 37% reduction on 1990 levels

(average reduction from 1990) over budget period over budget period

Source: CCC (2017) Building a low-carbon economyin Wales.

31

b) Underlying progress on the path to an 80% reduction target

More than half (55%) of the fallin emissions in Wales since 2016 has been due to
the closure of Aberthaw. Excluding reductions from coadl-fired power generation,
emissions have fallen by 4% since the start of the First Caroon Budget period. The
phase-out of coal-fired power generationis an important step for Wales, but
progress must now be extended o other sectors of the economy.

The Committee has not defined a set of underlying indicators specific to Wales to
determine whether progress is on track for an 80% reduction.
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Table 2.5

Sector

Surface fransport

Indusiry

Buildings

Agriculture

Land use &
forestry

Waste

F-gases

However, at UK-level, itis clear that the majority of key indicators are not yet for
even an 80% reduction (Table 2.5). Many of these indicators are in sectors where
key policy levers are mostly reserved, and progress is contingent on UK
Government action.

Once new targets have been legislated in Wales, we willdevelop a new set of
indicators to track progress in Wales on the pathway to Net Zero, and report on
progress fowards those indicators in future.

Meeting even an 80% reduction target requires long-term policies to make
structural changes that drive emissions reductions across the Welsh economy.
Those underlying changes and policies are not yetin place. At UK level, our most
recent Progress Report found that only two of 32 policy milestones were on track.
One of these was due o Welsh Govemment actions in waste policy.

Assessment of key UK-level indicators from the 2020 UK Progress Report

Measure 2019 indicator Actual | Unit Met?
. -3.7% NEDC | % change from previous

N -3.9 N

ew car CO2 emissions 3.9% 0% WLTP | year o
New van CO2

L 149.2 165.9 | gCO2/km No

emissions
Electri

e§ e .cor 5.3% 3.2% (UK) | Share of new car sales No
registrations
Biofuel uptake 7.3 4.0 | % of UK fuel sales by energy No
V§h|c|e distance 560.2 530.6 | Bilion-kms Yes
driven

New indicators for the industry sector will be infroduced for the UK next year

Lofts insulated 545,000 27,000 | Installations per year No
Cavity walls insulated 200,000 41,000 | Installations per year No
Solid walls Insulated 90,000 11,000 | Installations per year No
Heat pumps installed >30,000 26,000 | Installations per year No
Low-carbon heat 7.0 7.0 | % of heat demand Yes
Grid emissions intensity 314 221 | gCO2/kWh Yes
Total |

otalrenewable 93 103 | TWh Yes
generation
Non-CO2 emissions 36.9 39.7 | MICO2e No
Soil emissions 10.2 11.4 | MICO2e No
Enteric emissions 20.2 21.2 [ MtCO2e No
Nitrous oxide emissions 13.2 14.3 | MtCO2e No
Methane emissions 23.7 25.4 [ MtCO2e No
Afforestation 15,000 13,460 | Hectares peryear No
Landfill emissions -77 -61 | % change vs2007 levels No
Bi | t

lodegradable waste -65 -56 | % change vs2007 levels No
fo landfill
Emissions -23 -11 | % change vs2007 levels No

Source: Adapted from CCC (2020) Progress Report to Parliament
Notes: Allindicators are UK-level.
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Introduction and key messages

In this chapter, we outline policy developments since the beginning of the First
Carbon Budget. Policy progress is discussed sector-by-sector, withreference to the
priority policy actions first recommendedin our 2017 advice to the Welsh
Government.

When the Committee recommended a 95% reduction target for Wales, we
emphasised that "clear, stable and well-designed policies o reduce emissions
further" must be infroduced across the economy without delay.

The Welsh Government has taken the first steps on developing new policies, but
there is much more to do. Net Zero will be a very stretching target for Wales, but
one that will pushit to achieve its ambition and will allow it to align with the UK-

wide target.

1. Recommendations from 2017 to meet the 80% target

In our 2017 advice fo the Welsh Government, the Committee set out a series of
policy recommendations that would align Welsh climate policy with the goal of
achieving a 80% reductionin Welsh emissions by 2050. The Welsh Government has
since made good progress in some areas (Table 3.1) and has sent clear signals that
itis taking its climate commitments seriously. However, a long-term policy plan is
notyetin place in Wales even for an 80% target.

The adoption of a Net Zero target will require an even more integrated approach
that puts climate mitigation and adaptation af the heart of Welsh Govemment

policy.
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Table 3.1

| Area

Buildings standards

Retrofit energy
efficiency and
low-carbon heat

Demand-side
transport policy

Agriculture

Foresiry

Electricity
generation

Procurement

Planning

37

Summary of recommendation

Policy recommendations for an 80% target from the 2017 CCC advice

New actions to date

Progress made?

Ensure new buildings have a high Welsh Government consultation Policy in
standard of energy efficiency and are on Building regulations Part Lin development
designed for low-carbon heating 2020.

systems.

Funding and 'soft’ support for building No major new policies No

energy efficiency and low-carbon announced.

heat.

Produce a heat decarbonisation No strategy produced. No

strateqy for Wales.

Use of waste heat from industry. The
Welsh Government has a key
convening role to bring community
and industry stakeholders fogether to
find mutually beneficial solutions.

£16 million of funding for district
heating through UK Government
Heat Networks Investment Project
with additional Welsh Government
loan support for Cardiff Bay
scheme.

Yes — but more
action is needed
to get on track

Investments in public fransport and
active travel.

ActiveTravel Fund infroduced.
Additionalsupport for bus services
during COVID-19 pandemic.

Yes — but more
action is needed
to get on track

Supporting uptake of ultra-low-emission
vehicles.

Additionalfinancial support for
electric vehicle infrastructure.

Yes — but more
action will be
needed to get on
tfrack

Implement policies to reduce emissions Post-CAP framework is cumrently Policy in

that move beyond the current being developed, with a focus on | development
voluntary approach and replace the the provision of ‘public money for

Common Agricultural Policy with a public goods.’

framework that links support to

measures aimed at emissions reduction

and removals.

Simplify and streamline the process for Welsh Government has reduced No

supporting free plantingin order to
meet ambitious targets.

its planfing targets and fewer than
250 hectares were planted in
2018.

Support renewable electricity
generation in Wales.

Infroduced renewable energy
targets in 2017. Planning Policy
Wales supports renewable energy

Yes — but progress
is most
dependent on UK

projects. Welsh Government has Government
consistently supported major low- action
carbon generation projects in
Wales including tidaland nuclear.
Use procurement rules to help drive Developed a decarbonisation Policy in
emissions reductions in a number of dashboard to measure emissions development

areas (e.g. uptake of ultra-low-emission
vehicles, low-carbon products).

across the Welsh public sector
and identify high priority areas for
intervention. Work is ongoing on a
‘Decarbonisation through
Procurement’ toolkit which will
comprise guidance, training and
tools for public sector bodies to
utilise.

Planning policy should be aligned to
emissions reduction in Wales, for
example through encouraging walking,
cycling and use of public tfransport,
and ensuring readiness for or
installation of electric vehicle charging
pointsin new developments.

Planning Policy Wales in 2018
included policies for active travel,
ultra-low emission vehicles,
renewable energy developments
including low-carbon heat, and
restricting fossil fuel extraction and
use.

Yes, new policy in
place

Progress Report: Reducing emissionsin Wales




2. Economy-wide policy

a) Wales’ low-carbon delivery plan

In 2019, the Welsh Government published Prosperity for All: A Low Carbon Wales, ifs
plan for delivering the changes needed for the Welsh economy to transition fo an
80% reduction of emissions by 2050.!

The plan set out the vision, context, methodological approach and sectoral
landscapes, and suggested the mostimportant policy steps to be takenin the next
years.

The delivery plan used the Committee’s analysis from our 2017 advice to present a
frajectory to 2050. The Plan provided a breakdown of economic sector pathways
and how the Welsh Government would achieve emissions reductions in each one,
using the analysis provided by the Committee in our 2017 Advice Report.

It also emphasised the importance of leadership and integrationin implementing
climate policy, and brought together key strategic policies across the economy,
either planned or already in existence, to see how they would feed into emissions
reductions and examine areas of co-benéefits. The Plan also committed to the
development of a monitoring and reporting system to track progress, and
integrated decarbonisationinto Wales' Prosperity for All strategy.

The next Low Carbon Plan is due to be published in 2021, andif the Welsh
Government adopfts a Net Zero target, it will need to reflect that through more
ambitious plans, greater integration and synergies between policies, and progress
in implementing planned policy and delivering results. It should also provide
guidance on and precede a developed monitoring system.

b) Engaging the public and embedding climate action into all
Welsh Government decisions

Getting to Net Zero will not only require targets and sector-specific policies from
the UK and Welsh Government. Reducing emissions and adapting fo a changing
climate should be a consideration of every relevant policy decision from the Welsh
Government.

The Well-Being of Future Generations Act is animportant policy instrument in Wales
that can help to embed climate objectives (Box 3.1):

o We setoutinthe Advice Report how a just fransition to Net Zero and
adapting to climate change is consistent with Wales' well-being godls.

e The Future Generations Commissioner for Wales has animportant advisory
role to play in Wales. In June 2019 the Commissioner published a White
Paper which identified ten areas for investment where action needsto be
prioritised and scaled up to meet the “climate emergency” challenge.?2
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Box 3.1

Wales' Future Generations Act

The Well-Being of Future Generations (Wales) Act2015 putsin place seven well-being
goals, which should guide public sector bodies in their decision making (Figure B3.1). They
are not to be taken individually but as a holistic set of goals that all public sector bodies
should work towards achieving.

A globally
responsible
Wales

A prosperous
Wales

A Wales of
vibrant culture
and thriving
Welsh
Language

A Wales of
cohesive
communities

A more equal
Wales

Source: Future Generations Commissioner for Wales

Public engagement will be instrumentalin giving Welsh citizens a sense of
ownership of and participation in designing climate policy that benefits everyone.
Working with the private sector to offer certainty and mobilise private investment
can also be decisive across crucial areas, from developing renewable capacity to
fransitioning to electric vehicles:

¢ Wider engagement around the need for climate action will be essential in
reaching Wales' climate objective, including public information about how
to reduce emissions and involvement in decisions on how best to achieve a
fransition.

- The UK’s Climate Assembly that was convened by the UK Parliament
has been a welcome step towards understanding public atfitudes to
achieving Net Zero (Box 3.2).

— The Welsh Government has not summoned a Climate Assembly, but it
can apply the lessonslearned from the UK Climate Assembly. Any
programme to engage with citizens and understand the
considerations in Wales that are distinct and different from the rest of
the UK would be welcomed by the Committee.

e Planning for a just transifion. Investing in green jobs, safeguarding
livelihoods, and ensuring the costs and benefits of decarbonisation are
distributed fairly are crucial aspects of the fransition to Net Zero.
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— Areas of particular concern in Wales are the decarbonisation of heavy
industry and reducing emissions from agriculture. The Welsh
Government’'scommitment to a Climate Just advisory group is an
important first step, while the HM Treasury Net Zero review will have
importantimplications for people in Wales.

— Lessons can be learned from Scotland’s Just Transition Commission,
which identified the key elements of an effective just fransition strategy
for Scotfland, including developing transition plans across the
economy, widespread public engagement, fair sharing of costs and
support for the vulnerable, starting fromtoday.3

o Greenfinance. The UK Government published its Green Finance Strategy in
2019, as aresponse to the Green Finance Taskforce. The delivery of the
Strategy will be carried out by the Green Finance Institute, which will bring
together the public and private sector. The UK Government has made
several recent announcements, including the intention to make Task Force
on Climate-related Financial Disclosure aligned disclosures mandatory
before 2025 as well as the infroduction of a sovereign green bond. The
Welsh Government has a role to play insupporting Welsh businesses to
secure finance from UK-wide initiatives, including the new UK Infrastructure
Bank.

¢ Planning policy. In December 2018, Wales refreshed its National planning
policy by revising Planning Policy Wales (PPW),4 the guidance for making
planning decisions, and preparing to launch Future Wales: The National
Development Framework, which will set the direction for development until
2040. PPW and Future Wales will take a ‘placemaking’s (community-
centric) approach, with sustainability as a central consideration. This policy
update is also meant to integrate the co-benefits of decarbonisation in
planning decisions. A number of mitigation policies will be impacted by
PPW and Future Wales, including active fravel, extraction of fossil fuels,
charging points for electric vehicles, and promoting renewable energy
developments.

e Low-carbon infrastructure. In 2018, Wales established the National
Infrastructure Commission for Wales to focus on the economic and
environmental infrastructure needs of Wales, with an evaluation approach
based on the Future Generations Act. The Commission has already
published an annual report taking stock of Wales' infrastructure and setting
outits focus on decarbonisation, resilience and connectivity, with a major
report expected by the end of 2020. The Wales Infrastructure Investment
Plan is framed around a low-carbon approachin the decision making on
economic, social, environmental and social infrastructure.

e Local government. The 22 Local Authorities in Wales have a duty under the
Future Wellbeing of Generations Act 2015 to place sustainable
development at the heart of their work. In 2016 The Welsh Govemment set
out a framework for the decade highlighting the steps that could be taken
to do this, such as Public Service Boards including annual reporting by local
authorities and partnerships. The maijority of these Local Authorities have
now also declared climate emergencies and are looking to deliver
ambitious climate actionin their local arecs. Separately, the Welsh
Government is developing four regional energy strategies, including an
energy vision, energy modelling and an economic assessment identifying
regionally relevant opportunities.
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Box 3.2

Lessons from Climate Assembly UK

In June 2019, six Select Committees of the House of Commons commissioned a citizens'
assembly on climate change. The mission of the assembly was to provide a better
understanding of “public preferences on how the UK should tackle climate change
because of the impact these decisions willhave on people’s lives.”

Participants convened over six weekends in the period January to May 2020. In September
2020, the assembly published its full report, The path to net zero, identified seven recuning
themes that the assembly, should constitute principles of the climate policy decision-
making process:

* Education and information on climate change available to everyone.

* Fairness of the solutions, as they affect people working and living in a wide spectrum of
conditions.

* Freedom of choice wherever and as much as possible, when it comes to solutions.

* Co-benefits to help address fangential issues that can benefit from the action to tackle
climate change, such as the improvement of health and the reduction of pollution.

* Nature, which needs to be restored and accessible to everyone.

¢ Strong and clear leadership from government to forge cross-party consensus and allow
for certainty and long-term planning in climate policy.

* Ajoined-up approach across society which willincentivise everyone to play their part, a
necessary condition for effective change.

Source: Climate Assembly UK (2020) The path to net zero: Climate Assembly UK fullreport

c) Policies for a ‘green recovery’

Measures to reduce greenhouse gas emissions and adapt to climate change can
support the recovery from COVID-19. Planning must be reset across the whole of
Government:

e Inthe short term, with the economy operating well below capacity, action
by Government must protect workers and businesses, restore confidence,
stimulate spending andrebuild a greener economy, particularly for the
most affected regions and sectors. These objectives can be strongly
complementary to Wales’ climate goals and must avoid locking info
carbon-intensive activities in the long term.

e Forthelonger term, Wales must invest in key assets to build capacity and
enable productive activity in the future. This means investing in climate-
resilient low-carbon infrastructure, job creationin low-carbon and climate-
resilient industries, and training and reskilling of the workforce. It also
requires investments in building knowledge, and natural, social and
institutional capital. Public money should not support industries or
infrastructure in a way that is not consistent with a future Net Zero economy
or thatincrease exposure to climate risks.
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In April 2020, we wrofte to the Prime Minister and the First Minister of Wales advising
on why climate change measures should play anintegralrole in the recovery from
the pandemic, and setfting out six principles for a resilient recovery:é

1.
2
3.
4
5

6.

Use climate investments to support the economic recovery andjolbs.
Lead a shift towards positive long-term behaviours.

Tackle the wider ‘resilience deficit’ on climate change.

Embed fairness as a core principle.

Ensure the recovery does not ‘lock-in" greenhouse gas emissions or
increased climate risk.

Strengthen incentives to reduce emissions when considering fiscal changes.

The Committee’s Costs and Benefits Advisory Group on Net Zero, which
reconvened forthe UK Progress Report, endorsed those six principles and
concluded that "the economic recovery from COVID-19 gives the UK a chance to
grow back ina way that is fit for the low-carbon future to which it aspires, and that
can benefit from the industrial and economic developments that this future offers."

In Chapter 5 of our 2020 UK Progress Report, we set out further evidence
demonstrating that a range of low-carbon and climate adaptation 'green stimulus
measures fulfil both the short-term and long-term requirements of policies to
support an economic recovery. We highlighted the clear economic, social, and
environmental benefits from immediate expansion of the following measures:

Investments in low-carbon and climate-resilient infrastructure.

Support forreskiling, retraining and research for a Net Zero, climate-resilient
economy.

Upgrades to our homes and other buildings ensuring they are fit forthe
future.

Action to make it easy for people to walkk, cycle, and work remotely.

Tree planting, peatlandrestoration, green spaces and other green
infrastructure.

The Welsh Government is already taking steps towards integrating these principles
inits policy plans:

The Counsel General has convened several roundtables and an advisory
group to advise Ministers on the priority areas for a post-pandemic
recovery. The group provides independent expert advice on how services
such as the NHS, schools and transport can operate in a post-COVID world,
and includes two members of the Climate Change Committee.

The Committee welcomes the focus on decarbonisation within the Welsh
Government'slist of policy priorities published In October2020. The
Challenges and Pricrities report takes intfo account the unequdl
distributionalimpacts of the pandemic, and sets out the Welsh
Government’'sshort- and long-term priorities to address them.” It links the
post-COVID-19 reconstruction to the Well-being of Future Generations Act,
particularly on the provisions on prosperity, equality, and a greener Wales.
The biggest priorities identified by the Welsh Government include:
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— Economic. This includes the reduction of unemployment caused by
the response to the pandemic, increasinginvestment in fown cenftres
to build resilient communities, and supporting businesses long-term to
decarbonise and offer fair work.

— Environmental. Using the pandemic recovery to integrate
decarbonisation in the economy and ensure low-emissions post-
recovery, increasing the availability of and access to low-carbon
housing, reforming transport to be more responsive to demand, and
strengthening the resilience and adaptation of communities to climate
change.

— Social. Making sure that younger generations are not unfairly and
disproportionately affected due to a loss in education and economic
opportunities, supporting the NHS to make up for lost treatment due to
coronavirus, and restructuring further and higher education to
emphasise vocational and flexible learning opportunities.
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3. Electricity supply

The electricity supply sector has driven the majority of decarbonisation in Wales in
the last five years. A significant amount of the UK’s fossil fuel generation capacity is
located in Wales, and the Welsh Government has limited policy leversit can apply
to the sector without support from the UK Government.

The Welsh Government has taken some steps to support the move away from
fossil-fuelled generation and towards low-carbon sources:

¢ Planning and consenting. The Welsh Government’'s pemitting powers were
expanded though Planning Policy Wales (PPW) in 2019, giving the Welsh
Government increased decision-making powers for infrastructure planning,
including power stations. The Welsh Government intends to use PPW and
the National Development Framework to implement a combination of
policies to limit fossil fuel generation and incentivise low-carbon generation
and innovationin the power sector.

e The closure of Aberthaw in March 2020 was animportant milestone for
Wales. In 2019, the Welsh Government stated that it intends to develop a
policy to reduce the combustion of fossil fuels for power, but this isyet fo be
published. The transition away from fossil-fired power in Wales will require
policies to deliver a just fransition, including creation of new jobs in low-
carbon industries.

o Targets forrenewable generation. The Welsh Government has set a target
forrenewable electricity to meet 70% of electricity consumption by 2030,
but the rate of building up renewables generation capacity has slowed
since 2015, with only 126 MW of capacity installed in 2018 compared to
more than 900 MW in 2015. Around half (51%) of gross Welsh electricity
consumptionwas met by renewables in 2019.

e Emissions trading. Wales has seven major power stations covered by the EU
Emissions Trading System. Beyond 2020, Wales will be reliant on the UK-level
policy thatreplaces the EU ETS. The Welsh Government has jointly consulted
on a UK-wide Emissions Trading Scheme with the rest of the UK.

o Support for low-carbon generation projects in Wales including nuclear and
marine energy.

Success in this sector is contingent on the UK Government action to capitalise on
progress made inthe last decade. The UK and Welsh Governments must work
together closely to achieve the full decarbonisation of the sectorinline with UK
and Welsh emissions targets, and providing the platform for decarbonisation of
other sectors through electrification.
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4. Manufacturing, construction and fuel supply

In the 2020 Wales Advice Report, and in our advice on the Sixth Carbon Budget,
the Committee has elected to break down the ‘Industry’ sectorinto
‘Manufacturing & Construction’ and ‘Fuel Supply’ to provide a clearer distinction
of the activities taking place and the rate at which different industrial activities will
decarbonise.

Manufacturing, construction and fossil fuel supply all make up a considerable
share of Welsh emissions, and are concentrated in the South Wales cluster.

The Welsh Government has limited powers on industrial policy, but has made some
progress:

o The South Wales Industry Cluster has been established with grant funding
from UK Research and Innovation (UKRI) and the support of the Welsh
Government. The project brings fogether different sectors in South Wales,
including oilrefining, paper, nickel, insulation, chemicals, LNG import, coin
production, general manufacturing, steel and cement. The group aims to
identify the best options for decarbonisation in South Wales and identify
shared infrastructure needs, including hydrogen, large-scale carbon
capture, use and storage (CCUS) and CO; fransportation, as well as onsite
opportunities specific to each industry.

e Wales’ planning policy is designed to help Wales reduce carbon emissions
from fuel supply and in manufacturing through restricting extraction and
use of fossil fuels by placing them at the bottom of the ‘energy hierarchy’.

o New powers were devolved for the licencing of onshore oil and gas
extraction in the Wales Act 2017. Welsh Government policy for petroleum
extraction is to not undertake any new petroleum licensing in Wales or
support fracking.

o Draft coal policy. The Welsh Government has consulted on a draft coal
policy which would end new licences or extensions for coal extraction, and
not permit new coal mines to open for power production. Coal production
in Wales dropped significantly from 2.4 Mtin2016 to 1.1 Mtin 2018.

Despite Welsh Government progress in areas where powers are devolved, a
coherent long-term strategy for industrial decarbonisation is needed across the UK
to drive change in manufacturing at the required scale and pace alongside a
strengthening of UK competitiveness.
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5. Surface transport

Most demand-side transport levers are devolved in Wales. Despite multiple policy
strategies in the last decade - particularly around active travel — very little progress
has been made to date in reducing fransport emissions in Wales.

The pandemic has increased attention on the transport sector and the need to
make low-carbon modes of fransport the default option for journeys in Wales. The
Committee welcomes the recent publication of Wales’ draft transport strategy
which places a central focus on decreasing emissions from fransport:

Wales Transport Strategy: Liwybr Newydd - New Path.8 In November 2020,
the Welsh Government launched a consultation on a draft fransport
strategy for the next twenty years. The strategy sets out a range of new
ambitions to reshape tfransport in Wales, including a new sustainable
fransport hierarchy that should help shape investments towards greener
fravel options. It identifies a set of ‘five-year priorities’ to tackle the most
urgentissues in Wales:

— Planning for better connectivity. Planning ahead for better physical
and digital connectivity, more local services, more home andremote
working and more active fravel.

— Public transport services. Maintaining and increasing financial support
for public fransport andimproving services.

— Safe, accessible, well-maintained transport infrastructure including the
provision of infrastructure to support active travel and electric vehicle
charging.

— Making sustainable transport more atiractive and affordable. Support
forincentive schemes that encourage walking, cycling and public
fransport, public engagement and the provision of better information.

— Support innovations that deliver more sustainable choices. Support for
digital, technological and operational innovations that help more
people and businesses adopt more sustainable fransport choices.

Active travel. The Welsh Govemment infroduced the Active Travel (Wales)
Act 2013, the first of the UK nations to do so. Along with the school-targeting
programme Active Joumeys, the Act aims at promoting behaviour change
to increase levels of cycling and walking. The Act placed a legal
requirement on local authorities to continuously improve walking and
cycling routes and to remove any barriers to their use. However, the Act
has been criticised for failing to increase cycling and walking as modes of
fransport, attributed to a lack of leadership and insufficient funding.? The
last annual report monitoring the implementation of the Act was published
in2017.

Low emissions vehicles. Wales has set a target of a zero-emissions taxi, bus
and private hire fleet by 2028. The Welsh Govemment will need to work
closely with the UK Government to implement the Road to Zero strategy
and ensure the fransition to electric vehicles by the early 2030s works for all
road users in Wales.
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Public transport. In 2019, the Welsh Government introduced the Public
Transport (Wales) Bill. Wales has pledged widespread improvements of its
local and regional fransport systems, including a reform of its bus network,
and the Bill is meant to provide local authorities with the planning tools fo
deliver these plans. Through the Local Transport Fund, the Welsh
Government has awarded £60 million to local public fransport infrastructure
schemes between 2017 and 2020.

Railway network improvement. In 2018, the UK Government announced a
£2 billion investment in Network Rail Wales and Borders, in addition to the
Welsh Government's £5 bilion investment programme to modemise and
increase the use of the railway network, androll out new services. The
investment was to be delivered through Transport for Wales. Following a
drop in passenger numbers due to COVID-19, the Welsh Govemment has
nationalised its rail network —it is unclear how this will impact services and
plans for future investment in rail.
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6. Residential and non-residential buildings

Heat policy — excluding policies involving the gas grid and the existing GB-wide
Renewable Heat Incentive scheme — was devolved fo the Welsh Government as
part of the Wales Act 2017, while policies o promote energy efficiency in Welsh
homes and non-residential buildings are devolved.

This, combined with the expansion of the Welsh Government’s permitting powers
through Planning Policy Wales, will play an important role in the future of heat
policy in Wales.

o The Renewable Heat Incentive (RHI). Wales has participated in the GB-wide
RHI scheme since it opened in 2011 fornon-domestic buildings and 2014 for
homes. The policy has not successfully delivered an increase in the number
of heat pumps soldin Wales that is consistent with achieving Net Zero —with
fewer than 10,000 heat pumps installed in total in Wales. The RHI scheme
will close fornew domestic installations in 2022 and the Welsh Government
will choose whether they continue to participate in a shared scheme with
England.

e Future supportfor low-carbon heat. The UK Government consultation on
low-carbon heat covered support for households and businesses in Wales.
The Welsh Government has stated their preference that the design of the
proposed Clean Heat Grant scheme can be used in Wales in conjunction
with existing Welsh Government programmes. 10

e Warm Homes Programme. Wales has continued to support households in
fuel poverty forenergy efficiency retrofits through the programme, whichis
demand-led.

e Energy performance of homes. The UK Government has recently
announced a consultation to bring forward the target date, from 2030 to
2028, for privately rented homes to achieve EPC Band C across England
and Wales. The consultation will close in December 2020, with plans for
regulations to amend the private rented sector regulations to followin the
autumn of 2021.

¢ New-build standards. The Welsh Government has consulted on Building
Regulations Part L to raise energy efficiency standards for new-build homes.

¢ Rented commercial and public buildings. Existing regulations require all
privately rented properties in England and Wales to be atleast EPC E by
April 2023. In October 2019 the UK Government published proposals for all
non-residential private-rented buildings in England and Wales to meet EPC
B by April 2030 where cost-effective, based on meeting a seven-year
payback test.

¢ The Heat Networks Innovation Programme (HNIP). The £320m programme is
designed to increase heat network capacity across England and Wales.
Two schemes in Wales have received funding, and the Welsh Government
has provided additional loan funding to one HNIP project in Cardiff Bay.

e Behavioural change is also part of the approach ofreducing energy
demand for heating: the Welsh Government willinclude low-carbon heat
considerations in administering the Help to Buy scheme and the Smart
Flexible and Digitalised System.
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Despite policy progress inseveral areas, there is no coherent, long-term strategy for
heat and energy efficiency in Wales’ homes and other buildings. Much of this will
be contingent on decisions in the forthcoming UK Heat and Buildings Strategy,
particularly the future of the gas gridin Wales.
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/. Agriculture andland use, land-use change and forestry

In the past decade, policy to reduce emissions from agriculture in Wales has been
dominated by a voluntary approach, focused on supplying advice and
information. The sector has relied upon money provided under agri-environmental
schemes covered under the EU's Common Agricultural Policy for funding many
activifies, including afforestation.

Agriculture emissions have not fallen under the voluntary approach, while tree-
planting rates have remained low. Wales' departure from the Common
Agricultural Policy represents an opportunity to infroduce a new rural support
scheme thatis consistent with its climate goals.

A priority in Wales must be for an investable and long-term policy that works for
land managers, incentivises free planting, and ensures the social and cultural
benefits of farming are maintained.

Since 2016 the Welsh Government has taken the following steps towards a post-EU
policy framework for agriculture:

o Developing arural support scheme to replace the Common Agriculture
Policy. The Welsh Government plans to infroduce a Wales (Agriculture) Bill
this Assembly term. Certain aspects of the UK Agriculture Bill —such as Direct
Payments rules — apply to Wales, but this is intended to be a temporary
measure. !

o Sustainable Farming Scheme. In 2019, the Welsh Govemmentrana
consultation on developing a scheme to offer support and reward farmers
that operate sustainable farming systems and deliver wider environmentall
and social benefits, per the Future Generations Act. The scheme would be
linked to delivering Sustainable Land Management outcomes, which the
Welsh Government is pursuing as an objective.

¢ Improving the efficiency of livestock production. The Welsh Government
has a number of programmes in place that aim at optimising livestock
production without increasing animal numbers or intensifying farming. The
focus is on sustainable food production, and programmes cover a wide
range, from genetic research (Red Meat Development Programme) to
business support for farming optimisation (Farming Connect Programme).

o Betfter management of crops and nutrients can reduce emissions with the
co-benefit of improving water and air quality. Funding for soil management
is covered by a number of multi-purpose (Farming Connect, Farm Business
Grant, Sustainable Production Grant) and specidlised programmes (Nitrate
Vulnerable Zones).

e Reducing emissions through increasing energy efficiency in farms and farm
fuel. Support and funding are provided as part of wider improvement
programmes (Farming Connect, Farm Business Grant, Zero Waste strategy,
Sustainable Production Grant).

As a carbon sink, LULUCF in Wales has been providing a net reduction of emissions,
but the sector includes both sinks and sources of emissions. Forestry is a key area of
focus, and afforestation has proven particularly challenging for Wales over recent

years.
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Soil and peatland management also provide an important contribution that is
likely to become more visible after methodological changes to the emissions
inventory are infroduced.

o Tree-planting strategy. Wales has reduced its free-planting farget from
5,000 hectares per year to ‘2,000 hectares a year, rising to 4,000 as rapidly
as possible’. A new strategy has not yet been infroduced, but the Welsh
Government has stated it must overcome barriers to planting, bothreal
and perceived. This increase in free planting must take place while
ensuring that biodiversity is maintained and enhanced.

o Peatland restoration. Restoration of peatlands can conftribute to
greenhouse gas reductions in Wales. Wales only contains around 3% of alll
UK peatland areq, so the potential for emissions savings is relatively small
compared to other parts of the UK. There are clear co-benefits for peatland
restoratfion in addition to the greenhouse gas benefits. The Welsh
Government has a policy to bring semi-natural peatlandsinto sustainable
management, but the majority of Wales' peatland emissions are
associated with peatlands under grassland and arable land use and
therefore not covered by this policy.
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8. Aviation andshipping

Under the Climate Change (International Aviation and International Shipping)
(Wales) Regulations 2018, international aviation and shipping emissions are now
subject to the overall targets set out in the 2016 Environment (Wales) Act.

Although aviation and shipping are not large sources of emissions in Wales, the
sectors are generally harder-to-treat, and they are characterised by a lack of
specific targets and policies to achieve them.

Jet Zero and greener maritime. At a UK level, shipping and aviation were
included in the Ten Point Plan presented by the Prime Minister in November
2020. Through the Plan, the UK Govemment pledged to support research
projects for zero-emission planes and ships, including a £15 million
competition forsustainable aviation fuel, and £20 million for a Clean
Maritime Demonstration Programme.

Cardiff airport. The Welsh Government acquired Cardiff airport in 2013,
following a decline in customer numbers. The acquisition added important
infrastructure to the Welsh Government portfolio and made the airport
subject to the 2016 Environment Act emissions targets. Emissions from
energy use in the airport terminal and ground operations have fallen by
53% since 2015, but other than air fraffic improvements, there are no
specific policies targeting airline jet fuel emissions. 2 However, the emissions
reduction at the airport does not cover emissions from the airlines using if,
leaving animportant policy gap.

The Welsh National Marine Plan was subject to formal consultation andis
expected to set out Welsh Ministers’ approach to the sustainable
development of Wales' seas. As the Plan incorporates considerations for
the management of marine natural resources and environmental
protection, it will affect shipping and port infrastructure decisions.
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9. Waste

53

Wales is leading the UK onwaste policy, with substantial reductions in emissions to
date, and policies in place that will continue to reduce them.

In December 2019, the Welsh Government consulted on a new circulareconomy
strategy '‘Beyond Recycling’ .13 This contains a number of ambitious near-term and
longer-term targets:

e A ‘zero waste’ goal for 2050, aiming to phase out residual waste to landfill
and incineration (an effective 100% recycling rate from all sectors).

e Development of minimum preparation for re-use targets for local
authorities, and prioritisation of re-used and remanufactured contentinthe
goods that the public sector procures.

e A 50%reductionin foodwaste by 2025, against a 2006-07 baseline, and
looking to go further after 2025.

o 70%recycling of allwaste by 2025, as well as statutory local authority
recycling targets at the same level. A £6.5 million fundis available for local
authorities and public bodies to increase theirrecycling rates. Improved
waste collections for Welsh businesses are also being implemented, 14 with
bans on the landfilling orincineration of specified separately collected
recyclable materials.

Wales’ current ‘Towards Zero Waste' strategy from 2010 has similar recycling
targets, along with targets for<10% of municipal waste to be landfilled by 2020,
and <5% by 2025.15 These existing targets may be built on or superseded by other
metrics when Wales' final circular economy strategy is published. Wales' Landfill
Allowance Scheme, which focused on reducing landfill of biodegradable
municipal waste, also ended in March 2020. New policy may be required to further
reduce biodegradable waste sent to landfil.

However, overall, Wales' waste policy and long-term targets are ambitious and —if
delivered successfully — would put Wales on track to substantially reduce emissions
from this sector.
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10. F-gases

EU regulations on the use of F-gases will no longer apply from 1 January 2021, but
most of their requirements will be fransfered intfo UK law through the Ozone-
Depleting Substances and Fluorinated Greenhouse Gases (Amendment etc.) (EU
Exit) Regulations, a GB-wide instrument.

The Regulations will follow the EU schedule to ban the most harmful F-gases and
phase out the use of HFCs by 79% by 2030 (with 2009 or 2012 as the baseline year).

The implementation of the Regulations in Wales will be carried out either by the

Environment Agency, if it receives the direction of the Welsh Government, or by
Natural Resources Wales, the principal Welsh environmental regulator.
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1. Policy priorities for Net Zero

The Committee is required to provide advice on policies to meet the existing
legislated climate targets as part of this Progress Report. In this Chapter, we
summarise the key policy recommmendations from our Advice Report for Wales to
get on frack for Net Zero. Any policies that are appropriate for Net Zero are — by
definition —capable of delivering an 80% reduction in emissions in Wales by 2050.

The next year will be crucial for policy in Wales. In our Advice Report, we have
recommended that Wales set a Net Zero target for 2050. This, along with COP26
hosted in November 2021 by the UK, provides a window to address policy deficits
and establish a credible position of international leadership. Key elements of an
ambitious Net Zero policy package should be putin place inthe coming year.

A greenrecovery from the impact of COVID-1? will be central to this effort. As
Wales takes steps to recover from the most immediate impacts of the pandemic,
we can now also begin to assess the extent to which our advice on a resilient
recovery has been takeninto account.

UK Government policy will also play a crucialrole in driving decarbonisation in
Wales. Our most recent assessment of UK policy actions is set outin our 2020
Progress Report to Parliament.

Our full advice on policies for a Net Zero Wales is set out inthe Advice Report. The
following sections summarise the Committee's recommendations for Wales:

1. Legislate ambitious targets for a whole-economy transifion to Net Zero by
2050. The shift from a target of 80% reduction to Net Zero will require
significant effort from all sectors of the Welsh economy. Legislating a set of
ambitious long-term targets for Wales is the first step, providing a clear
signal to Welsh people and businesses. Policies must then be implemented
to target all sectors of the economy.

2. Thefullrange of devolved andreserved policy levers mustbe used
together. Delivering the transition in Wales will require effective
collaboration between the Welsh and UK governments, and a strong policy
framework that works across alllevels of government. The UK cannot
achieve Net Zero in 2050 without strong policy from Wales across key areas
—including planning, agriculture, land use, housing regulations, and local
government —and the Welsh Government cannot meet its target without
the right policy and financial commitments from Westminster.

3. Net Zero and adapftation are the responsibility of all ministers, directorates
and public bodies. Historically, climate action has been led by the parts of
government which deal with energy and the environment. Increasingly,
action onreducing emissions to Net Zero and ensuring policies are resilient
to climate change will need to be led by all directorates and driven from
the centre of government.

4. Support aresilient recovery from COVID-19. There is evidence that a range
of low-carbon and climate adaptation 'green stimulus' measures fulfil both
the short-term and long-term requirements of policies to support an
economic recovery from COVID-19, while also building resilience to climate
change and driving the transition to Net Zero.
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Deliver a just fransition for Future Generations. Climate policies that fail to
consider the need for a just fransition and the fair distribution of costs in their
formulation, announcement and delivery, risk being derailed due to public
concern over regressive impacts (either real or perceived).

An integrated and ambitious planis required to ensure co-ordinated progress
across all areas, and by all parties, to set up Wales forthe next decade of delivery
of climate ambition. The strategic priorities for the Welsh Government are:

A coherent long-term strategy for the future of low-carbon heat and energy
efficiency in Wales’ homes and other buildings. This will be highly
contingent on UK Government decisions such as the future of the gas grid
and energy taxation and pricing.

A new rural support scheme that will drive deep emissions reductions in the
agriculture sector while supporting forestry.

A final Transport Strategy for Wales that makes it easy to walk, cycle and
use public tfransport and ensuring that the fransition to electric vehicles
works for all Welshroad users.

Lead a strong cross-government response to the most urgent national risks
set out in the third UK Climate Change Risk Assessment.

Accelerate investments in low-carbon and climate adaptation
infrastructure where possible, to stimulate Wales’ economy, build long-term
productive capacity andimprove climate resilience.

Engage with people and businesses in Wales — building on the insights the
Future Generations Commission and Climate Assembly UK —to develop skills
for the Net Zero transition, help people understand what the transition
means for their lives, and make it easy to make low-carbon choices.
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