Climate Change Committee
10 South Colonnade,
Canary Wharf, London
E14 4PU
theccc.org.uk
Rt Hon Heidi Alexander MP
Secretary of State
Department for Transport
Great Minster House
33 Horseferry Road
SWI1P 4DR

29 September 2025
Dear Secretary of State,

I am writing in response to your letter dated 15 September to request advice from the Committee
pursuant to Section 48(1) of the Climate Change Act 2008 (CCA) on behalf of Ministers of the UK
Government, Scottish Government, Welsh Government, and Department for Infrastructure for
Northern Ireland. This is in relation to regulations to amend the Vehicle Emissions Trading Schemes
(VETS) Order 2023 (the VETS Order).”

The Committee previously assessed the impact of policy changes announced in April. The
Committee expressed strong support for the decision to reinstate the 2030 phaseout for petrol and
diesel cars. It also assessed the amendments to the VETS Order to be pragmatic and the
associated emissions impact to likely be modest. However, the Committee highlighted the risk that
manufacturers could increase their plug-in hybrid electric vehicle (PHEV) sales beyond 2024 levels
at the expense of some fully electric vehicle (BEV) sales.

I understand that this further request for advice pertains to a Statutory Instrument to implement
those amendments, as well as three further amendments set out below. We offer further advice on
the three new amendments, below. The Committee’s historical advice regarding the previously
considered amendments still holds.

Amendments previously considered by the Committee in letter dated 28 May 2025

1. Extend borrowing to 2024 to 2029 (instead of 2024 to 2026) with new borrowing caps for
2027 to 2029 and a new borrowing repayment deadline of 2030 (instead of 2027).

2. Extend CO2to ZEV conversion to 2024 to 2029 (instead of 2024 to 2026) with new conversion
caps for 2027 to 2029 and increased conversion caps for 2025 and 2026.

3. Allow bidirectional frading and conversion between the car and van schemes of the ZEV
mandate only, subject to new exchange rates of 1:2 for van to car, and 1:0.4 for car to van.

‘The VETS Order established four trading schemes to implement both a zero-emission vehicle (ZEV) mandate and a carbon
dioxide (CO2) limit for all new cars and vans registered in Great Britain from 2024.
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4. Allow manufacturers to report modified CO2 emission values for plug-in hybrids that are
approximated to 2021/Euro 6d values in the event that a different test procedure has been
used.

5. Reduce the ZEV compliance payment levels to £12,000 per car (instead of £15,000) and o
£15,000 per van (instead of £18,000).

Additional amendments considered now

The Committee assesses the following amendments to be minor changes with de minimis carbon
impacts.

6. Amend the borrowing cap for 2025 only, from 50% of the ZEV target to 70%, for both cars
and vans.

7. Broaden the eligibility criterion for ZEV to CO2 conversions to permit allowances from the
current year and banked allowances from previous years to be considered.

8. Correct an error in a formula that determines the monitoring CO2 emissions for multi-stage
vans that are completed based on an incomplete first stage vehicle.

I note your Department has provided an updated Carbon Impact Assessment of the full package
of proposed amendments. We continue to assess the emissions impact of the amendments
according to your Department’s analysis to be modest when considered in the context of the total
emissions reduction you expect to be delivered by the VETS Order (420 MtCO2e between 2024 and
2050). Furthermore, the Committee’s view is that BEVs are increasingly outcompeting internal
combustion engines on performance, reliability and cost of ownership.

However, | must reiterate our concern regarding the enhanced flexibility fo convert non-ZEV CO»2
savings into zero-emission vehicle credits. This change could incentivise manufacturers to sell more
hybrids and PHEVs at the expense of BEV sales with consequences for emissions. There is also a
particular risk of increased PHEV sales because of the decision to allow manufacturers to contfinue
to use an outdated Utility Factor for PHEVs in compliance with the VETS Order until 2030. As your
consultation acknowledged, PHEV emissions ratings based on the previous Utility Factor have been
found to under-estimate real-world emissions by between 160% to 500%." The ‘Low ZEV' scenario in
your Carbon Impact Assessment considers the prospect that higher PHEV sales displace a
proportion of BEV sales. This estimates the annual average emissions impact of the updated
regulations for cars to be between 85% to 96% higher across the Carbon Budget periods
(compared to your central estimate).

As road transport is the sector with the highest emissions, the Department has a responsibility to
ensure the VETS Order confinues to provide the necessary incentives, clarity, and certainty to the
industry and consumers, in order to meet both the UK's NDC for 2030 and the UK's carbon budgets.
The policy has been highly effective at supporting the market share of BEVs o increase from 16.5%

* Department for Transport (2024) Phasing out the sale of new petrol and diesel cars from 2030 and Support for the Zero
Emission Transition. https://assets.publishing.service.gov.uk/media/679382182de28ea2d392f37f/phasing-out-the-sale-of-new-
petrol-and-diesel-cars-from-2030-and-support-for-the-zero-emission-transition.pdf.

d Climate
Change
Committee


https://assets.publishing.service.gov.uk/media/679382182de28ea2d392f37f/phasing-out-the-sale-of-new-petrol-and-diesel-cars-from-2030-and-support-for-the-zero-emission-transition.pdf
https://assets.publishing.service.gov.uk/media/679382182de28ea2d392f37f/phasing-out-the-sale-of-new-petrol-and-diesel-cars-from-2030-and-support-for-the-zero-emission-transition.pdf

of new car sales in 2023 to 21.9% in the year-to-date 2025. The Committee also welcomes the
infroduction of the Electric Car Grant along with wider policies which support BEV uptake. Market
condifions are currently positive for the growth of BEVs, and costs to consumers are still falling.
Nevertheless, the Department must monitor the market closely following the infroduction of these
amendments, and take action if it leads to market distortions in favour of PHEVs and hybrids. We will
audit indicators in the annual progress report and offer further advice if necessary.

| would appreciate the opportunity to meet with you to discuss the Committee’s advice, now that |
have taken on the role of Chair. My office will be in fouch to suggest a meeting.

Yours sincerely,

Nigel Topping CMG
Chair, Climate Change Committee
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