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Minutes of CCC Meeting, 16/11/12 
 
Present were John Deben, Sam Fankhauser, Bob May, Jim Skea, Paul Johnson, 
David Kennedy 
 

1. Update on competitiveness report 
 
The Committee is preparing a report on competitiveness impacts of meeting carbon 
budgets as part of the review of the fourth carbon budget.  
 
These impacts relate to a small number of energy intensive companies who face 
potential cost increases relative to competitors in countries where there is lower 
ambition to reduce carbon emissions. 
 
Beyond initial cost increases, UK industries would be well placed to compete in an 
increasingly carbon constrained world, relative to industries located in countries 
which have continued on an increasingly expensive business as usual path. 
 
The focus of the presentation was a consultancy study that has been commissioned 
by the Committee and which will:  
 

 Identify those industries that are particularly vulnerable to cost impacts 
related to meeting carbon budgets;  

 Model the impact of costs increases;  

 Undertake detailed industry specific analysis to assess the extent to which 
cost increases can be passed through to prices, and / or whether potential 
exists to offset cost impacts through energy efficiency improvements;  

 Review support mechanisms for energy intensive companies in place in other 
countries, and provide a high level view on support that might be required in 
the UK. 

 
The Committee also discussed potential impacts of electricity price increases on 
competitiveness and agriculture. It was agreed that further work is require to 
establish particular niches where this may be an issue (e.g. horticulture) and to 
assess potential for offsetting these impacts. 
 
The Committee also considered a high level assessment of electricity price impacts 
on water prices, and noted that energy costs account for around 10% of operating 
costs in the water industry. 
 

2. Advice on possible climate change legislation in Wales 
 
The Welsh Government currently has non-statutory emissions reduction targets 
supported by climate change strategy and implementing policies. The Committee will 
publish a report assessing progress against these targets in January 2013. 
 
The Committee has been requested by the Welsh Government to consider whether 
there would be benefit in introducing a statutory approach, for example, as is 
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currently in place in the UK and Scotland and as is being considered in Northern 
Ireland. 
 
The Committee considered a range of options for statutory approach: 
 

 Whether targets should relate to the economy as a whole, or to those sectors 
of the economy over which the Welsh Government has control (e.g. the non-
traded sectors). 

 Whether these should be annual or in the form of five year carbon budgets; in 
the case of the former, what flexibility mechanisms could be used to address 
macroeconomic uncertainty and changes in weather. 

 Whether legislation might include a duty on local authorities / public bodies / 
industry to carry out functions in a way so as to reduce emissions. 

 Whether legislation might include a requirement to put in place policies to 
achieve emissions targets, and might enable new policies (e.g. as regards 
minimum standards for energy efficiency in buildings). 

 What the appropriate set of supporting institutional arrangements would be, 
and whether there should be clarification / rationalisation of the current 
approach under which the Welsh Government is advised both by the 
Committee and by its own Climate Change Commission. 

 
The Committee will publish the advice on a possible statutory framework alongside 
its progress report in January 2013. 
 

3. Energy affordability report 
 
The Committee published an analysis of low-carbon impacts on residential energy 
bills in December 2011. This concluded that recent and significant increases in 
energy bills have been largely due to increases in the wholesale price of gas rather 
than support for investment in low-carbon technologies. Going forward, the 
Committee’s analysis suggested that support for low-carbon technologies will result 
in a £100 increase in the typical dual fuel household bill in 2020 relative to 2010; and 
that there is scope to offset this through energy efficiency improvement, although 
stronger incentives will be required to unlock this potential. 
 
The Committee’s second report on affordability, to be published in December 2012, 
will cover: 
 

 An assessment of residential bill impacts based on the latest (2011) data. 

 An update on projected residential impacts using new data on support for 
low-carbon technologies under the Renewables Obligation, bands for which 
were finalised in summer 2012. 

 Impacts of low-carbon policies on the commercial and industrial sectors to 
date, and projected to 2020; and opportunities to offset these impacts through 
energy efficiency improvement. 

 An assessment of the benefits from investment in low-carbon technologies, in 
the form of higher prices avoided in an increasingly carbon and / or resource 
constrained world. 
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Specific points discussed and agreed by the Committee 
 

 The report should highlight the degree of uncertainty around future fossil fuel 
prices, carbon prices and low-carbon technology costs, particularly going 
beyond 2020. 

 It should include examples of efficient appliances. 

 There should be clear differentiation between electricity price impacts due to 
support for low-carbon technologies, and energy efficiency opportunities to 
offset these impacts. 

 If possible, the analysis should consider different types of dual fuel 
household. 

 It should differentiate between electrically heated households using Economy 
7 versus standard tariffs. 

 It should note that pre-payment customers are charged a significant premium, 
and that this exacerbates fuel poverty; this provides a further rationale for 
rollout of smart meters, and raises a question over whether those customers 
currently using pre-payment meters can be prioritised for smart meters. 

 There is a particular concern about the use of electric heating in Scotland, 
and fuel poverty generally in the Devolved Administrations. 

 The appropriate metric for assessing bill impacts in the commercial sector 
should be further considered e.g. it might be total costs rather than Gross 
Value Added (GVA).  

 The Committee’s estimates of energy efficiency potential in the commercial 
sector should be regarded as conservative, with scope for significantly higher 
savings. 

 Energy intensive industries with high electricity consumption and without 
autogeneration are of particular concern. 

 
The Committee will produce its second report on energy affordability in December 
2012. 
 

4. Bioenergy sustainability standards 
 
The Committee discussed the Government’s consultation on sustainability standards 
for biomass. These are designed to address the risk that unsustainable sources of 
biomass might be used to meet renewable energy targets and carbon budgets. For 
example, where biomass results in deforestation, this would have an emissions 
impact equivalent to burning coal. In contrast, emissions reductions may ensue 
where biomass is sourced from sustainably managed forests. 
 
The Committee agreed to respond to the Government’s consultation on sustainability 
standards for biomass, noting that the proposed standards fall short of what the 
Committee recommended, and could result in very limited emissions reductions / 
increased emissions. 
 


