
Minutes of CCC Meeting, 30/10/2015 

Present were John Deben, Sam Fankhauser, Brian Hoskins, Paul Johnson, John Krebs, Jim Skea, 

Matthew Bell 

1. 5
th

 carbon budget, cost-effective path 

The Committee discussed economy-wide emissions paths that result from aggregation of the 

(central) cost-effective abatement scenarios estimated at sector level. The basis of the approach to 

constructing scenarios was: (i) to reflect baselines drawn from DECC projections and from stock 

models (for the road transport and residential sectors); (ii) to incorporate measures to reflect cost-

effective abatement, or required to keep open achievement of the 2050 target; (iii) to reflect 

iteration across sectors, in particular to allow for implications for the power sector of changes in 

electricity demand resulting from actions in other sectors. 

Updates to analyses since work for the 4
th

 carbon budget and 4
th

 carbon budget review reflect 

changes in the evidence base on abatement options, revisions to the inventory, changes to estimated 

global warming potential of the different gases, and updates of the DECC baseline. 

The estimated path suggested a similar pace of emission reduction from 2014 to 2030 as achieved 

from 1990 to 2014. Within this, the rate of reduction for the traded sector of the economy (covered 

by the EU ETS) was more rapid than the non-traded sectors. The Committee agreed that it would be 

important to explain clearly – as in previous advice - why this rapid reduction in the traded sectors 

(particularly power) was so important.  

There was discussion of uncertainties in the pathway, covering macro drivers, use of bioenergy, and 

“alternative”, “barriers” and “max” scenarios. An uncertainty range reflecting macro drivers was 

estimated within the DECC projections. This could also be informed by work commissioned from 

Cambridge Econometrics which covered those same drivers, and also considered potential for 

“structural breaks” where recent evidence suggested potential for divergence from previous trends. 

Uncertainty over deliverability of abatement was considered through different scenarios. A 

relatively small variation in industry emissions across the scenarios was observed, but it was noted 

that this variation was confined to only the non-traded sub-sectors within industry. It was also noted 

that the central scenario was potentially conservative in its use of bioenergy in 2030. More 

generally, however, the difficulty of achieving the central and “max” scenarios was noted; without 

effective policy actions it would be easy to imagine an outcome closer to the “barriers” scenario. 

Overall, the uncertainty and scenario analyses suggested that there would be some flexibility in 

meeting a budget based on the central scenario – there was potential for shortfalls in one area to be 

made up by greater achievement elsewhere. Nevertheless, a high level of policy ambition would 

have to be maintained, and actions taken to address barriers. 

Estimated costs of the central scenario were discussed. The Committee asked that the secretariat 

give further consideration to how to present these estimates most clearly, to give an immediate 

sense of scale (for example, that if the economy continued to grow at x% annually, then we would 

be as rich by [date] as we would otherwise have been in [date]).  



Overall, subject to further discussion and consideration of implications for other criteria, the 

Committee considered that a fifth budget recommendation reflecting a similar rate of emission 

reduction as had been achieved historically looked about the right conclusion, though achievement 

would require more difficult measures in some sectors. 

 

2. 5
th

 carbon budget, budget recommendation 

This session set out different ways in which the 5
th

 budget could be set, with the intention of making 

a decision on the level of the budget. 

For the non-traded sectors, the Committee discussed options for recommending the budget: (i) in 

line with the UK’s likely share of the EU target to reduce 2030 emissions; (ii) in line with the 

estimated cost-effective path towards the 2050 target; (iii) based on estimates for the cost-effective 

annual rate of reduction in emissions, from the legislated 4
th

 carbon budget as a starting point.  

In the Science and International (SI) report, published earlier in the month, the implication of 

setting the budget on the 1
st
 basis was around a 54% reduction in emissions in 2030 as against 1990. 

Corrections to an error made by DECC in projected LULUCF emissions meant that estimate was 

now around 52%. The Committee was not attracted to this option, which implied a budget which 

could be met without taking the actions necessary to put the UK on the long-term path to its 2050 

target, implied an increase in non-traded sector emissions as against the 4
th

 carbon budget, and was 

less ambitious at the EU level than the UK Government had suggested should be the aim. 

The Committee noted that estimates of annual cost-effective abatement had changed less (across 

analyses for the 4
th

 carbon budget, 4
th

 carbon budget review and 5
th

 budget)  than estimates of 

baseline (pre-abatement) emissions. The Committee agreed, however, that the 2
nd

 option – to base 

the recommendation on the cost-effective path – was appropriate. It retained a basis in our latest 

best-estimates and a move away from this to option 3 would be hard to explain and justify.  

In the SI report, we had estimated the traded sector budget on the basis of the UK’s expected share 

of the EUETS cap. This was higher than the estimated cost-effective path for emissions. The 

committee agreed that it would be appropriate for the UK to aim to reduce emissions on the cost-

effective path, even if that were not the basis of the budget number itself. 

The Committee discussed new information that had come to light, since the SI report, which might 

suggest a revision to the estimate of the UK share of the EUETS cap. Specifically, it is now 

apparent that some UK installations have closed. If these plants do not re-open, the UK share of the 

cap can be expected to reduce. Though uncertainty in estimating the scale of this will inevitably 

remain, the secretariat was working to further refine an estimate of the impact. The Committee 

agreed to return to this decision in a further discussion. 

It was also agreed that the 5
th

 carbon budget advice should include a reference that the Committee 

will provide a further letter, after the Paris Conference, to consider how the outcome affects its 

advice. 

  



 

3. 5
th

 carbon budget, carbon accounting and hot air 

The Committee reviewed the composition of the Net Carbon Account (the basis on which 

achievement of carbon budgets is assessed), and the issue of “hot air” in carbon budgets due to the 

difference between assumptions underpinning budget levels, and outturn. Across carbon budgets 2 

and 3, the outturn UK share looks likely to be less than anticipated when budgets were set. This 

creates “hot air” in that the non-traded sector budget (the overall legislated budget less the traded 

sector outturn) is then higher than anticipated, requiring less abatement. 

The Committee discussed the potential for similar over-estimation of the UK traded sector share in 

the 5
th

 budget period and options for advising the Government on this risk. It was agreed to 

recommend that the carbon accounting regulations should be amended to reflect the estimated 

traded sector share (at the time that the budget is set) rather than the outturn. This would have the 

effect of fixing the non-traded sector budget, providing clarity for the progress that is required, 

rather than seeing that vary depending on traded sector outturn. 

It was noted that there was a proposal (currently in the House of Lords) to amend the basis of the 5
th

 

and subsequent carbon budgets to a gross basis. For the purposes of the 5
th

 carbon budget advice, it 

was agreed that estimates of emissions on a gross basis should be included in the report, and to note 

that should the basis of carbon budget accounting be changed the Committee would have to return 

to reconsider its recommendation for the budget level. 

 

4. 5
th

 carbon budget, other criteria 

The Climate Change Act contains a list of criteria that must be taken into account in recommending 

the budget. Aspects of many of these were picked up in earlier discussion (climate science, 

European and international circumstances, technologies, economic circumstances) and in fuel 

poverty and security of energy supply considerations for the power sector scenarios report. There 

was an opportunity now to return to any of these, but the focus of the session was otherwise on 

competitiveness and fiscal circumstances. 

The Committee considered the circumstances surrounding the closure of the Redcar steel plant. It 

considered that global overcapacity had been the primary cause. It asked the secretariat to publish 

its assessment of the small impact of low-carbon policy on electricity costs, for much of which 

compensation arrangements are in place or planned.  

An update on changes to the competitiveness environment since the 4
th

 carbon budget review was 

provided. These included confirmation and extension of compensation arrangements (for costs 

relating to EUETS/Carbon Price Support; RO/FiTS; EMR/CfDs), capping of the Carbon Price 

Support to 2019-20; and continued free allocation of EUETS allowances (focused on highest at-risk 

sectors) in the 2020s. In advance of Paris, many countries and sub-national bodies have pledged 

emission reductions, 



The Committee concluded that, with the measures in place or planned, costs remained manageable 

to around 2020; beyond that continued monitoring would be required to assess the actions taken in 

other countries. 

In relation to fiscal circumstances, the Committee agreed that the most important point was that the 

net effect of the impacts identified was such as to suggest continuing scope for the Government to 

rebalance tax as required to maintain required revenues. 

 

5. 5
th

 carbon budget, international aviation and shipping  

The Committee is required to include recommendations in its advice as to the inclusion in carbon 

budgets of emissions from international aviation and shipping (which are currently not explicitly 

covered by budgets, but must be taken into account). 

The Committee confirmed its interpretation that the 2050 target should be interpreted as including 

the UK share of emissions from international aviation and shipping (IAS). IAS emissions contribute 

to climate change and so must be allowed for in considering emission reductions consistent with 

global 2°C pathways. The Government has legislated budgets consistent with this interpretation. 

The Committee agreed updated scenarios for aviation and shipping emissions to 2050. It agreed to 

recommend inclusion of international shipping emissions within the 5
th

 carbon budget, but 

continued exclusion for international aviation. It considered that there was no reason that the two 

should be treated together. A basis for inclusion of international shipping existed; inclusion of 

international aviation should be reviewed once EUETS coverage had been clarified and in the light 

of 2016 ICAO discussions. 

 

 


