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Ministry of the Environment in a cooperation with the inter-ministerial

working group on climate change issues. The Climate Protection Policy
of the Czech Republic was adopted by the Government resolution No. 207 of
22 March 2017.

The Climate Protection Policy of the Czech Republic was prepared by the

The Climate Protection Policy of the Czech Republic represents a strategy in the
field of climate protection up to 2030 as well as a plan which contributes towards
gradual transition to low emission economy up to 2050. It focuses on measures
to reduce greenhouse gas emissions and therefor it is a complementary to the
approved Strategy on Adaptation to Climate Change in the Czech Republic
(released 2015) which focuses on the adaptation to climate change. The
implementation of the Climate Protection Policy of the Czech Republic will be
evaluated by the end of 2021 and updated by the end of 2023.
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1. Introduction

Broad international cooperation is crucial among countries in order to effectively achieve global
climate targets, including the involvement of private entities, municipalities and individuals. For that
purpose, the United Nations Framework Convention on Climate Change (UNFCCC) was established in
1992, being the first to internationally set the objective of stabilizing greenhouse gas concentrations
in the atmosphere at a level that would prevent dangerous anthropogenic interference with the
climate system of the Earth. Even the subsequent binding emission reduction goals for developed
countries in the Kyoto Protocol did not reduce significantly the global production of greenhouse gas
emissions. In December 2015, a new international agreement was adopted in Paris, which involves
a wide range of countries and newly counts on efforts by developed as well as developing countries.
The main goal of the Paris Agreement is to hold the increase in the global average temperature well
below 2° C above pre-industrial levels and pursuing efforts to limit the temperature increase to 1.5°C
above pre-industrial levels. In addition to reducing greenhouse gas emissions (mitigation), the Paris
Agreement focuses on adapting to the negative climate change impacts (adaptation), financing
climate actions in developing countries, applying modern technologies and capacity building in
developing countries. The Czech Republic as a Member State of the European Union is fully involved
in the common European efforts and contributes to the objectives of reducing greenhouse gas
emissions set for 2020 and 2030. The Czech Republic’s approach to climate change can be divided
into a policy aimed at reducing emissions of greenhouse gases and into a policy of adaptation and
strengthening resilience to the adverse impacts of climate change’.

The Climate Protection Policy of the Czech Republic (the ,Policy”) specifies the objectives in the field of
climate protection up to 2030 with an outlook up to 2050 and represents a long-term strategy of a low-
emission development, which will lead to cost-effective achievement of the national targets. The Policy
defines policies and measures for the gradual reduction of greenhouse gas emissions in the specific
areas, i.e. especially in the energy sector, final energy consumption, industry, transport, agriculture
and forestry, waste management, science and research and voluntary instruments, with respect to the
economically exploitable potential. The Policy proposes efficient and effective measures, including
their contribution to reducing greenhouse gas emissions by 2030, and describes the pathways that
lead to the transition to a low-emission economy by 2050. The Policy does not replace the various
national sectoral policies and strategies, but it suitably complements and develops them.

" This area is addressed in the following strategic documents: Strategy on Adaptation to Climate Change in the Czech
Republic, the National Action Plan for Adaptation to Climate Change and the Drought Protection Concept
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2. Trends in greenhouse gas
emissions in the Czech Republic

Total aggregate greenhouse gas emissions in the Czech Republic have been declining in the long term,
and in 2014 they were (excluding sinks from the LULUCF? sector) lower by 36.7% compared to the
baseline year 1990, to which the national commitments under the Kyoto Protocol relate. In the same
period, greenhouse gas emissions of the EU-28 fell by more than 19%.

The most significant greenhouse gas in the emission inventory of the Czech Republic is carbon
dioxide which accounted for more than 82% of total greenhouse gas emissions in 2014. It is followed
by methane with almost 11% share and nitrous oxide with a share of almost 5%. Fluorinated gases
contribute to the total emissions with less than 2%. Between 1990 and 2014, carbon dioxide emissions
decreased by more than 35%, methane emissions by more than 27% and nitrous oxide by more than
43%, while the emissions of fluorinated gases increased 35 times in the same period.

The dominant emission category is the sector of Fuel Combustion, which includes, in addition to the
energy industry, all combustion of fuels in transport, households and services. The share of this sector
in 2014 accounted for more than 82% of total greenhouse gas emissions and removals. The sector
of Industrial Processes and Product Use accounted in 2014 for more than 11% and the Agriculture
sector approximately for 6.5% of total greenhouse gas emissions and removals. The Waste sector had
more than 4% share in the total emissions and removals and the LULUCF sector removed nearly 4% of
greenhouse gas emissions by sinks.

Trends of emissions and sinks of greenhouse gases in the Czech Republic in the period
1990-2014 according to specific sectors
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2 LULUCF - Land Use, Land Use Change and Forestry
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The most significant emission reductions occurred in the Czech Republic in the period 1990-1994
particularly in connection with the national economy restructuring, the transition to a market based
economy and a significant fall in the heavy industry production. From 1998, emissions fluctuated
around the value of 140 million tonnes of CO,-eq. After 2008, there was a downward trend again,
related to the economic recession and economic slowdown.

Greenhouse gas emissions were reduced significantly due to decreasing of the fossil fuels burning in
the manufacturing and the energy sector where coal-fired power production started to be gradually
replaced with nuclear and renewable energy sources (RES). Despite the overall increase, greenhouse

gas emissions from transport have also been decreasing since 2008. Emissions from agriculture have
been reduced by about a half compared to the 1990 levels.

3. Objectives and priorities of
the Czech Republic in reducing
greenhouse gas emissions

The main objectives of the Climate Protection Policy of the Czech Republic

The main objective of the Policy is to determine an appropriate mix of cost-effective policies and
measures in key sectors that will lead to achieving the greenhouse gas reduction targets.

Primary emission reduction targets:

> to reduce national emissions by 2020 by at least 32 Mt CO,-eq in comparison with
2005;

> to reduce national emissions by 2030 by at least 44 Mt CO,-eq in comparison with
2005;

Long-term indicative emission reduction targets:

> to pursue the indicative level of 70 Mt CO,-eq of emissions in 2040;
> to pursue the indicative level of 39 Mt CO,-eq of emissions in 2050.

Due to the sufficient time needed to prepare and implement the different policies and measures, the
Policy and its setting must be conceived in the long term perspective, assuming that regular evaluation
and updates will be carried out every 5, and 7 years respectively. The time horizon setting of the Policy
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respects the three basic levels of needs and requirements in the area of climate protection, i.e. at the
national level and in the context of European and international politics.

National commitments reflect the EU commitments

The objectives of reducing greenhouse gas emissions for 2020 and 2030 are implemented
through the European legislation for greenhouse gas emissions covered by the EU ETS and
non-ETS sectors. The EU adopted the following emission reduction targets:

> to reduce greenhouse gas emissions by 20% by 2020 compared to 1990
> to reduce greenhouse gas emissions at least by 40% by 2030 compared to 1990

In the longer term, the EU plans to shift to low-emission economy:

> to reduce greenhouse gas emissions by at least 80-95% by 2050 compared to 1990

The greenhouse gas emission reduction goal for 2020 expects to reduce emissions in absolute terms
by approximately 32 Mt CO,-eg® compared to 146 Mt CO,-eq in 2005%. At the EU level, the target of
reducing greenhouse gas emissions by at least 40% compared to 1990 by 2030 is further divided to
reduce emissions by 43% in the EU ETS and by 30% in non-ETS sectors compared to 2005. However,
the distribution of the 30% target among the Member States, where the main criterion is the GDP
per capita, is still under negotiations and a draft of the legislation was submitted by the European

3 Mt CO,-eq - million tonnes of carbon dioxide emission equivalent
4 Excluding LULUCF
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Commission in mid-2016. If the specific target for the Czech Republic is set at 13% reduction compared
to 2005, the maximum level of total emissions produced should reach approximately 102.3 Mt CO,-eq
in 2030, which is almost 48% reduction compared to the 1990 baseline. In the first update of the Policy,
a revision of the emission reduction target by 2030 is expected following the adoption of the relevant
EU legislation.

The linear trajectory for the period 2030-2050 is proposed with regard to the intended maximum
emissions of the Czech Republic in 2050 corresponding to at least 80% emission reduction compared
to 1990 levels. This corresponds to the maximum indicative emission level at 39.1 Mt CO,-eq in absolute
terms.

The emission balance demonstrates that the Czech Republic succeeded in reducing greenhouse gas
emissions by more than 36.7% between the years 1990 and 2014. The current projections show that
the targets for 2020 or 2030 can be implemented in the Czech Republic on the basis of existing or
additional measures in the individual sectors. Any achievement of longer term indicative targets beyond
2030 is not possible without the adoption of new structural measures and a parallel use of all available
policies helping to utilize the economic potential of low-carbon technologies in various sectors.

lllustrative trajectory of reducing greenhouse gas emissions up to 2050
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4. Projections of greenhouse gas
emissions up to 2030

The emission projections up to 2030 envisage effective application and implementation of already
adopted policies and measures in all sectors. The projection in Fig. 2 is based on estimated fossil
fuels consumption, on a growing share of renewable energy sources, energy system modernization,
industry, transport and building stock in the 2030 perspective. In the energy sector, the projections
are in line with the so-called optimized scenario of the State Energy Policy (SEP), which was adopted
in May 2015 by the Czech government. The basic emission projections up to 2020 assume an annual
increase in GDP by 3.3%, and by 2.4% up to 2030, which respects the presumption of the optimized
SEC scenario about an average annual GDP growth between 2012 and 2040.

The scenario with the existing measures assumes that greenhouse gas emissions will be reduced
in 2020 by 39% and in 2030 by 47% compared to 1990. The scenario with the additional measures
assumes that greenhouse gas emissions will be reduced in 2020 by 42% and in 2030 by 49% compared
to 1990. The emission trajectory required to achieve the indicative target of reducing greenhouse gas
emissions by 80% by 2050 is close to the scenario with additional measures.

In the sectors covered by the EU ETS, emissions were reduced between 2005 and 2020 by 28% in the
scenario with the existing measures and by 29% in the scenario with additional measures. By 2030,
compared with 2005, emissions are reduced by 37% with the existing measures and by 38.5% with
additional measures.

In the non-ETS sectors, emissions are reduced between 2005 and 2020 by 8% in the scenario with
the existing measures and by 14.5% in the scenario with additional measures. By 2030, compared
with 2005, emissions are reduced by 19% with the existing measures and by 26% with additional
measures.

5. CO, Calculator and an outlook
until 2050

In order to gradually reduce the greenhouse gas emissions by at least 80% until 2050 compared to
1990 in accordance with the indicative target set in the Policy and in accordance with the “Roadmap
for moving to a competitive low carbon EU economy by 2050”, the period 2020-2030 and also the
subsequent years should be performed in the form of fundamental structural and technological
changes in all sectors of the national economy, including changes in the habits, behaviour and mind-
set of the society.

In the perspective until 2050 it is very difficult to propose concrete measures, therefore all scenarios of

possible development are mainly based on different combinations and choices of the currently known
technologies and their useable potential in the Czech Republic. The scenarios were compiled on the
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basis of a CO, calculator adjusted and calibrated for the specific national conditions of the Czech
Republic. It is an interactive tool that shows the impacts of various strategies and scenarios of CO,
emission reduction on the energy balance, costs, emissions and safety and diversity of sources.

With regard to the marginal conditions, eight different scenarios have been defined, that can be divided
into three categories:

Scenarios of energy sector development, regardless of climate change
(reference scenario A)

Scenarios not meeting the goal of achieving a minimum 80% emissions reduction between the
years 1990-2050 (scenarios marked B)

Category B includes 4 scenarios: 1) SEP extrapolation scenario, 2) nuclear scenario 3) green
scenario, and 4) an economic recession scenario.

Scenarios meeting the goal of achieving a minimum 80% emissions reduction between the
years 1990-2050 (scenarios marked C)

Category C includes 3 scenarios: 1) The import of electricity and biomass, 2) the development
of CCS technology, and 3) development of RES, nuclear energy and energy savings.

The above mentioned scenarios are intended to be illustrative and are primarily in order to show that the
2050 target cannot be achieved without the combination of many different measures, especially in the
energy production and consumption.
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0. Policies and measures

6.1 Industry

Industrial processes are the third largest source of greenhouse gas emissions and account roughly for
7% of the total EU emissions. In the Czech Republic, it is the second most important emission sector
with 11% share in the total emissions. According to the “Roadmap for moving to a competitive low
carbon economy in 2050”, emissions in this sector should gradually fall by up to 80%. The volume of
emissions produced in this sector largely depends on the production volume (higher production leads
to higher emissions).

A key policy which significantly reduces the production of greenhouse gas emissions from industry
is the EU ETS and Directive of the European Parliament and the Council 2010/75/EU on industrial
emissions (IED). At the national level, the emissions reduction is addressed by the State Environmental
Policy of the Czech Republic 2012-2020, and amendment to Act No 406/2000 Coll., on energy
management, which extends the obligation to prepare energy audits or to implement a system of
energy management according to ISO 50001 for entrepreneurs.

6.2 The energy sector

Generation, transmission and distribution of electricity in the Czech Republic (in addition to heat
generation and distribution) is the largest producer of greenhouse gas emissions. The combined
production of electricity and heat is widespread in the Czech Republic; in the large and medium sized
combustion plants, the proportion of cogeneration is less than 70% of the total gross heat production.
According to the Roadmap for moving to a competitive low carbon EU economy, emissions in this
sector should gradually fall nearly to zero in 2050.

An important tool which contributes to the reduction of greenhouse gas emissions is the EU ETS
under which manufacturers must surrender emission allowances corresponding to the equivalent of
emissions produced. At the state level, emissions reduction is addressed by the SEP which reflects the
state objectives in the energy economy in line with the needs of economic and social development,
including the climate and environment protection. SEP also takes into account the European policies
and legislation adopted by the European Parliament and the Council.
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6.3 Final energy consumption

In the Czech Republic, there is a great potential for reducing energy intensity in buildings for housing
as well as for state administration and local governments, for implementation of energy management
ISO 50001 at the regional level and the implementation of energy management at the municipal level.
Directive of the European Parliament and of the Council 2010/31/EU on the energy performance of
buildings has an impact on the construction, renovation and use of buildings. By 2030, implementation
of the Directive should lead to emissions reduction per unit of the floor area of a building by 25 to 40%
compared to 2010.

At the state level, the attainment of the objectives in energy efficiency is addressed by the National
Action Plan for Energy Efficiency (NAP EE), which defines the planned measures aimed at increasing
energy efficiency and the expected or achieved energy savings, including savings in the supply,
transmission or transport and energy distribution as well as in the final energy use.
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6.4 Transport

The share of transport in total carbon dioxide emissions in the Czech Republic has gradually grown
since 1990. This trend is mainly related to growth in the volumes of private motor vehicle transport and
road freight transport. The number of passenger cars registered between 1990 and 2014 doubled.

At the national level, emissions reduction is addressed by the Transport Policy of the Czech Republic
(for the period 2014-2020, with a perspective until 2050) and the Action Plan for Clean Mobility. These
strategies envisage a gradual increase in the share of alternative propulsion and fuels in road transport
and further electrification of railways, a gradual shift of freight transportation from road to rail or water
transport.

6.5 Agriculture and forestry

Agriculture contributed about 6% in 2014 to the total greenhouse gas emissions in the Czech Republic.
At the same time, however, CO: sinks resulting from land use, land use change and forestry reduce
total greenhouse gas emissions annually by about 4%. This kind of CO: storage is still far from reaching
its potential, even though the volume of carbon stored in soil and wood products is substantial.
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At the state level, emissions reduction is addressed by the Action Plan for Biomass in the Czech Republic
for the period 2012-2020, which envisages the possibility to achieve by 2020 annual production of
energy from agricultural land and by-products of agricultural production and from processing of
agricultural products ranging from 133.9 to 186.8 petajoules (PJ). Carbon fixation in the soil helps
to meet the mandatory standards of Good Agricultural and Environmental Conditions (GAEC) and to
observe Statutory Management Requirements (SMRs). Another tool is the local support for afforestation
of agricultural land provided by the Rural Development Program.

6.6 Waste

Greenhouse gas emissions from waste sector increased by 25% in the Czech Republic between
1990- 2012. This negative trend was mainly caused by the growth of emissions from landfills. The
main pillar of the EU waste policy is the waste hierarchy, which is defined in the European Parliament
and Council Directive 2008/98/EC on waste.

In the Czech Republic, emissions reduction is addressed by the Waste Management Plan of the Czech
Republic for the period 2015-2024 (WMP CR), which also delivers and further elaborates the State
Environmental Policy 2012-2020. WMP CR also includes a requirement to establish in legislation a ban
on landfill of mixed municipal waste, recyclable and reusable waste, starting in 2024.
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/. Financing climate protection
measures in developing countries

The Czech Republic has kept records of climate expenditure for national and international purposes
since 2010. The funds are allocated mostly through bilateral and multilateral foreign development
cooperation of the Czech Republic (FDC), where the total annual amount for the reporting period
increased by more than CZK 97 mil. An overview of funds spent on foreign development cooperation
is provided in Table 1.

Climate finance provided in the period 2010-2015 in CZK

Bilateral cooperation Multilateral cooperation Total

‘ 74 450 000 ‘ 1250 000 75700 000

100 810 000 25 000 000 125 810 000

‘ 101 691 000 ‘ 17 000 000 118 691 000

VIGK 98 937 000 32101 000 131038 000

2014 ‘ 111 418 000 ‘ 59 522 000 170 940 000

113 400 000 59 522 000 172 922 000

* Estimate of funds expended

Source: MoE

As part of multilateral FDC, the climate funds include contributions to the Global Environment Fund
(GEF), and since 2013 also the contributions to the Green Climate Fund (GCF), to which the Czech
Republic has committed to contribute CZK 110 mil. in the period 2014-2018. In late 2014, the Czech
Republic has also concluded a cooperation agreement with the Federal Republic of Germany under
the Climate Finance Readiness programme (the Programme), which is implemented by the German
Agency for International Cooperation GIZ (Gesellschaft fir Internationale Zusammenarbeit). Czech
Republic’s contribution to this Program for the period 2015-2018 is CZK 40 mil. The goal of the
Programme is to create in selected developing countries appropriate conditions for the identification
and implementation of projects so that those countries are prepared to effectively spend GCF funding
for specific projects and programmes in the areas of mitigation, adaptation and capacity building.
Czech experts contribute to the implementation of the Programme in four selected countries - Vietnam,
Peru, Tajikistan and Georgia.

Under the bilateral FDC, the Czech Development Agency finances projects in the following developing
countries: Armenia, Afghanistan, Bosnia and Herzegovina, Ethiopia, Kazakhstan, Kosovo, Mongolia,
Moldova, Georgia, Vietnam, Cambodia and Yemen. Approximately 70% of the funds were aimed at
adaptation projects which are implemented in the sectors of water management, agriculture and
forestry. The remaining part is used to finance mitigation projects, especially in the areas of energy
efficiency improvements and renewable energy source installations.
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7.1 Increasing climate finance

The amount of climate finance in 2014 reached CZK 170.9 mil., representing approximately 0.004%
of the national GDP. For comparison, other developed countries in 2012° spent for this purpose an
average of 0.042% of GDP, which is approximately 10 times more than the Czech Republic. Achieving
the level of the global average is a long-term objective of the Czech Republic for the period up to 2030.
In quantitative terms, this objective corresponds to CZK 1.789 billion. The Czech Republic should
achieve that amount in 2030, the indicative targets for 2020 and 2025 are CZK 634 mil., and CZK
1.211 billion respectively. The year-on-year increase of finance in the period 2017-2030 corresponds
to CZK 115.4 mil.

0&1

8. Estimated costs of the EU ETS
and revenues from the emission
allowances auctions

The Ministry of the Environment has prepared an outlook in the EU ETS. After 2020, a higher value of the
linear reduction factor will be applied by which the cap on the emissions within the EU ETS decreases
(along with the amount of annually generated EUAs). The preliminary calculations show that between
2015 and 2020 the revenues of the Czech Republic from the emission allowances auctions could reach
about CZK 33 billion and in the years 2021-2030, either about CZK 82 or about 148 billion, depending
on whether the Czech Republic will continue in the free allocation of allowances (i.e. derogation) for the
electricity sector.

Based on estimated emissions production and allowance prices influenced by Market Stability Reserve
(MSR), itis possible to predict the costs incurred by the business sector of the Czech Republic associated
with the purchase of emission allowances (estimated emissions of the Czech Republic in the sectors
covered by the EU ETS up to 2030 were taken from the Commission publication ,EU Energy, transport
and GHG emissions - Trends to 2050”). In the years 2015-2020 they should amount to about CZK
37 billion, in the years 2021-2030 to about CZK 169 or about 103 billion, depending on whether the
Czech Republic will continue to allocate free allowances to electricity generators.

52012 was chosen as a reference year because information on climate finance provided by developed countries is publicly
available for that year on aggregate and individual basis.
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9. Reporting obligations of the
Czech Republic

The Czech Republic, as a party to the UN Framework Convention on Climate Change and the Kyoto
Protocol, is bound by a uniform, transparent, consistent and controllable manner of national greenhouse
gases inventory for emissions and removals. For this reason, the National Inventory System (NIS) has
been built, which must be managed in accordance with the rules adopted by the UNFCCC and/or the
Kyoto Protocol.

Moreover, EU Member States are bound by the obligations arising from the European Parliament
and Council Regulation No 525/2013 of 21 May 2013 and the related implementing EU legislation.
Since 2015, rules and regulations require Member States to submit broader reporting or completely
new reporting obligations compared to the original requirements that regulated the greenhouse gas
emissions monitoring.

The new requirements include providing annual reports on the inventory of emissions and removals of
greenhouse gases, the preparation and reporting of emission projections (every two years), Biennial
Reports and National Communications (i.e. detailed reports, submitted every two or four years,
containing all key information as regards national conditions, policies and measures related to climate
policy in all sectors of the economy).

Responsibility for the functioning of the NIS is borne by the Ministry of the Environment (MoE), which
has conferred on the Czech Hydrometeorological Institute (CHMI) the responsibility for coordinating
the preparation of the greenhouse gases inventory for emissions and removals. ..

Other obligations arising from the UNFCCC rules or EU regulations are the preparation of the National
Low Emission Strategy and the establishment of a national system for policies, measures and projections.
The new platform for policies and measures should contribute, among other things, to improving
cooperation, information and coordination in the implementation of specific measures and policies at
the level of the various ministries, which need to be reported under the reporting obligations.

The national system for policies, measures and projections, set up in accordance with the requirements
of Regulation 525/2013 as of 9 July 2015, establishes the coordinating role of the MoE and CHMI, the role
of sectoral NIS experts and involvement of the Interministerial Working Group for Climate Protection.
This system must be, however, further developed and deepened in order to meet the demanding
requirements regarding consistency and completeness of the reported data and information.
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10. Updates and evaluation of the
Climate Protection Policy of the
Czech Republic

Based on a government resolution of March 2017, the first evaluation of the Policy must be drawn
up by 31 December 2021. The resolution also imposes an obligation to update it no later than on
31 December 2023.
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