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Summary of Information - Carbon Leakage

In most cases departments determined that carbon leakage was not considered a risk or was likely to have little to no impact for their
policies and proposals and in some cases could minimise carbon leakage. A number of proposals are at the early stage of
development and as these progress the potential of carbon leakage will be further considered.

In deciding its proposals and policies, each Northern Ireland department must take into account the risk that implementation
of those proposals and policies will result in carbon leakage, and the desirability of eliminating or minimising that risk (S36(1)
(a&b))?

Energy Production & Supply — draft Climate Action Plan Reference: Chapter 6.2

The Northern Ireland Renewables Obligation (NIRO) support scheme
To the best of our knowledge the NIRO scheme does not lead to carbon leakage.

A new Renewable Electricity Support Scheme
At present the renewable electricity support scheme is not anticipated to impact carbon leakage risk. However, this will be kept under review as
scheme development progresses.

Transport — draft Climate Action Plan Reference: Chapter 6.3

Switch - Reducing vehicle emissions by switching fuels to zero and low emission alternatives

Shift — Reducing vehicle emissions by shifting modes of transport away from private car journeys to sustainable travel alternatives.
Reduce - Reducing vehicle emissions by reducing the need and length of journeys

Policy development in the transport sector which supports the introduction of alternative fuels and considers the impact of any associated carbon
leakage was being informed by the previous UK Government’s ‘Addressing Carbon Leakage to support Decarbonisation’? consultation. This
considered a range of potential policy measures to mitigate carbon leakage risk in the future and ensure UK industry has the optimal policy
environment to decarbonise. Potential policies included a carbon border adjustment mechanism (CBAM), mandatory product standards (MPS),
and other policy measures to help grow the market for low carbon products, as well as emissions reporting which could support the implementation
of potential mitigation policies.

" Climate Change Act (Northern Ireland) 2022, section 36.
2 Summary of responses and government response to the UK carbon leakage consultation.docx
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https://www.legislation.gov.uk/nia/2022/31/section/36/enacted
https://assets.publishing.service.gov.uk/media/657c7fbd95bf65000d7190cb/2023_Government_Response_-_Addressing_Carbon_Leakage_Risk.pdf

Business and Industrial Processes — draft Climate Action Plan Reference: Chapter 6.4

Business and industrial processes sector has a number of UK policies (listed below) and as the UK Government are policy owners, no information
exists at a devolved level regarding potential carbon leakage or mitigating actions in regard to these policies.

e The EU Eco Design Directive and Energy Labelling Framework Regulation

¢ Industrial Non-Road Mobile Machinery Decarbonisation

e Energy Performance of Buildings (Certificates and Inspections) Regulations (Northern Ireland) 2008 (as amended) / Energy
Performance of Buildings (Amendment) Regulations 2016

Industrial Energy Transformation Fund

Streamlined Energy and Carbon Reporting

Energy Savings Opportunity Scheme

Combined Heat and Power Quality Assurance Programme

UK Emissions Trading Scheme

The Fluorinated Greenhouse Gases (F-Gases) Regulations (2015) (UK-wide policy, but with separate Regulations for GB and NI), and
new EU Regulation on F-gases in 2024

The same provisions on F-gas emissions limitation are being applied throughout the EU Member States, to ensure that no one country carries an
excessive burden in the worldwide attempt to limit the effects of climate change. The provisions of the draft Northern Ireland F-gas Regulations
help to limit accidental leakages of F-gases from products and equipment, which have a far larger global warming potential than carbon dioxide
itself.

Countries around the world have signed up to the Montreal Protocol, as amended, on climate change, and so similar laws on the limitation of F-
gas emissions are being applied worldwide. Therefore, the provisions of the draft Northern Ireland F-gas Regulations are unlikely to cause the
transfer of the production of goods (including agriculture goods) and the provision of services to countries without comparable climate change
policies.

Gas Network Connections General Determinations 2023-2028 (GD23)

There is no anticipated risk of carbon leakage from this scheme. The aim of GD23 is to support the growth and expansion of the gas network in a
sustainable way. By expanding the gas network businesses will have access to a lower carbon fuel versus alternatives such as kerosene and
diesel. Longer-term it will also provide access for businesses to decarbonised fuels such as biomethane and hydrogen. By having access to the
gas network, the risk of carbon leakage is lowered as options for businesses located in Northern Ireland to lower their emissions and decarbonise
over the longer-term are increased.
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2012 and 2022 Uplifts to Part F (Conservation of Fuel and Power) of the Building Regulations in Northern Ireland

DoF has policy and legislation responsibility for building regulations in Northern Ireland.

As these policy measures predated the introduction of the Climate Change Act (Northern Ireland) 2022, limited consideration to potential carbon
leakage was given at the time. DoF has no evidence that uplifted building standards should lead to the transfer of the production of goods and
provision of services to countries without comparable climate change policies. This issue was not highlighted as a risk in any technical or public
consultations.

Further Building Regulations Uplifts in Northern Ireland

Building regulations requirements here are developed in light of developments in other regions, so are unlikely to lead to off-shoring of investment
decisions to other regions nearby. Further consideration may be given under phase 3 and 4 proposals, where necessary. DoF has no evidence
that uplifted building standards should lead to the transfer of the production of goods and provision of services to countries without comparable
climate change policies. This issue may be explored to see if it could be a potential risk in future technical or public consultations.

Biomethane

No anticipated impact on carbon leakage. Policy still in development but aims to grow a sustainable local market for biomethane. As the sector
grows and access to biomethane increases, local businesses can avail of a decarbonised fuel and remain competitive against businesses in other
jurisdictions. Risk of carbon leakage is decreased as aim of policy is to improve access to decarbonised fuels for businesses in Northern Ireland.

Invest Northern Ireland Energy and Resource Efficiency Programme for Northern Ireland Businesses

Policy supports local businesses to increase their energy and resource efficiency through a number of programmes. By increasing energy and
resource efficiency, energy costs for businesses are lowered. Risk of carbon leakage is decreased as the programme aims to help businesses
lower their energy usage and therefore emissions in Northern Ireland.

Invest Northern Ireland Industrial Decarbonisation for Northern Ireland project

Policy supports local businesses to increase their energy and resource efficiency, mainly by working together with other businesses in localised
clusters established by Invest NI. By completing energy audits and sharing their energy usage with Invest NI, businesses can take forward
proposals to reduce their energy and resource costs, thereby lowering their emissions. Risk of carbon leakage is lowered as policy applies to
Northern Ireland businesses and the overall aim is to lower emissions through productivity improvements.

Residential Buildings — draft Climate Action Plan Reference: Chapter 6.5

Residential Buildings cross-cutting policies:

e The Fluorinated Greenhouse Gases (F-Gases) Regulations (2015) (UK-wide policy, but with separate Regulations for GB and NI),
and new EU Regulation on F-gases in 2024
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Gas Network Connections General Determinations - Fuel Switching to Natural Gas
e 2012 and 2022 Uplifts to Part F (Conservation of Fuel and Power) of the Building Regulations in Northern Ireland
e Further Building Regulations Uplifts in Northern Ireland
e Biomethane

Please refer to the business and industrial processes sector for information.

Affordable Warmth Scheme

The Affordable Warmth Scheme was in existence pre the Climate Change Act (Northern Ireland) 2022 and therefore the risk of carbon leakage
was not considered at the time. However, there is no impact on carbon leakage as a result of the scheme, as it is primarily concerned with retrofitting
homes to create energy efficiency.

Northern Ireland Sustainable Energy Programme
As the Northern Ireland Sustainable Energy Programme (NISEP) scheme was in existence pre the Climate Change Act (Northern Ireland) 2022
carbon leakage was not considered at the time. However, there is no negative impact from NISEP in terms of carbon leakage.

Northern Ireland Housing Executive Stock Investment Programme - Including Thermal Improvements
As the stock investment programme was in existence pre the Climate Change Act (Northern Ireland) 2022 the risk of carbon leakage was not
considered at the time. However, there is no impact on carbon leakage as a result of the scheme.

Warm Healthy Homes Scheme

The new Warm Healthy Homes Scheme is currently under development and therefore the risk of carbon leakage may be considered within the
retrofit measures provided. The risk of carbon leakage will form part of the pre-consultation engagement with industry stakeholders to discuss the
mitigations available.

Scale and Launch Energy Efficiency Programmes
The new Energy Efficiency Programmes are currently under development and therefore the risk of carbon leakage may be considered within the
retrofit measures provided.

Clean Heat Market Mechanism
The scheme is UK Government led therefore not the responsibility of Northern Ireland government to consider.

Low Carbon Heat Support Programme
This Programme is currently under development and therefore the risk of carbon leakage may be considered within the measures provided.
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Public Buildings — draft Climate Action Plan Reference: Chapter 6.6

The Energy Management Strategy and Action Plan to 2030
The Department for the Economy are currently leading a strategic review of the Energy Management Strategy. Through this process emerging
policy areas such as carbon leakage and the potential impact of the Carbon Border Adjustment Mechanism will be considered.

Public Buildings cross-cutting policies:
e 2012 and 2022 Uplifts to Part F (Conservation of Fuel and Power) of the Building Regulations in Northern Ireland
e The EU Ecodesign Directive and the Energy Labelling Framework Regulation
e Streamlined Energy and Carbon Reporting

Please refer to business and industrial processes sector for further information.

Waste Management — draft Climate Action Plan Reference: Chapter 6.7

Separate Collection of Food Waste from Households - The Food Waste Regulations (Northern Ireland) 2015

The chances of carbon leakage regarding this policy are negligible. This is due to the fact that this policy provides for a comprehensive food waste
collection service to Northern Ireland citizens and food businesses that produce less than 5kgs of food waste per week. All this waste, including
garden waste, is managed through several processes within Northern Ireland that include anaerobic digestion and in-vessel-composting.

Carbon leakage will be minimised further by the household and commercial and industrial sector recycling proposals which, if implemented, will
drive more food and garden waste into these processes, adding to the Northern Ireland economy.

Diverting Biodegradable Waste from Landfill
Improvements made placing a restriction of biodegradable waste to landfill will negate the need for the transfer of the provision of services abroad
and will reduce the risk of carbon leakage.

Achieve a 65% municipal waste recycling rate whilst reducing waste to landfill to no more than 10% by 2035 and

Introduction of mandatory recycling for the Commercial and Industrial sector & Increasing Household Recycling

With improvements made to household and business waste collections, and with the potential introduction of the Common Collections Guidance
proposal, the need for the transfer of the provision of services abroad will reduce the risk of carbon leakage.
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Agriculture — draft Climate Action Plan Reference: Chapter 6.8

Sustainable Agriculture Programme

The policies and proposals included for agriculture in the draft Climate Action Plan focus on the development of a productive, environmentally
sustainable and resilient agricultural industry in Northern Ireland. Polices are targeted at farm level to improve on farm efficiency and reduce on
farm emissions. The implementation of Sustainable Agriculture Programme policies and proposals for the agriculture sector in the draft Climate
Action Plan are not expected to have an impact on carbon leakage. Exploiting the use of methane supressing feed products to reduce cattle enteric
methane as opposed to reducing cattle numbers will prevent carbon leakage.

As new policies and proposals are implemented, they will be kept under review for unintended consequences, including any risk of carbon leakage.

Land Use, Land-Use Change and Forestry — draft Climate Action Plan Reference: Chapter 6.9

Deliver the Forests for Our Future programme to create 9,000ha of new woodland by 2030

Currently, forests and woodlands in Northern Ireland are sequestering half a million tonnes of CO, each year and new afforestation and peatlands
restoration have been identified as forestry policy areas that offer the greatest scope for emissions mitigation.

Supplying timber from forests to the wood processing industry, offers the opportunity for increased carbon storage in wood products produced from
sustainably managed forests. Harvested wood products provide significant climate change mitigation by storing carbon and carbon substitution
benefits associated with the use of wood instead of more fossil energy-intensive materials such as concrete and steel. Manufacturing harvested
wood products from locally grown forests for sale and use in an all-Ireland and Great Britain market displaces importation of timber goods from
other countries. However, carbon leakage will need further consideration as the programme is delivered.

Deliver the Northern Ireland Peatland Strategy

Peatland restoration has the potential to significantly reduce carbon emissions and increase carbon storage. As livestock is removed from restored
peatlands, it is unlikely that this will have a significant carbon leakage as the stocking density on peatlands is relatively low. However, carbon
leakage will need further consideration as the strategy is delivered.

Deliver the Farming with Nature Package

The initial focus for the Farming with Nature Package will be on actions to reverse the declining trends in biodiversity on farmland by creating and
restoring habitats that are important for species diversity. The package will support the restoration of existing farm hedges, planting new hedges
and trees. Such actions will improve carbon sequestration on farms thereby reducing carbon leakage.

Soil Nutrient Health Scheme
Having a baseline dataset for each farm business on soil health and an estimate of on farm carbon storage should assist in minimising carbon
leakage.

Page 7 of 9




Develop a future land use policy for Northern Ireland and Consider the feasibility of policy development for bioenergy crops, engineered

removals and carbon capture
Proposal is in the very early stages of development, as the proposal is developed, carbon leakage will need further consideration.

Fisheries — draft Climate Action Plan Reference: Chapter 6.10

The policies and proposal below focus on preparing the Northern Ireland fisheries sector for decarbonisation and at this time carbon leakage is not

considered a risk.
¢ UK Joint Fisheries Statement
¢ Invest in research and development to decarbonise the fishing fleet and minimise adverse effects of fishing on climate change

e Prepare for roll-out of electrification and low or zero emission fuels across the fishing fleet and reduce emissions along the
fisheries supply chain.
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