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Outline

« Background to case for distributed energy
* Policy framework & need to be more joined up
* Regulatory horizon
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| ost In transmission

e 7% = amount of energy lost in
transmission.

* 38% = maximum efficiency of
modern coal plant (i.e. 62% of
energy potentially lost to the
atmosphere or warms rivers).

* 50% = maximum efficiency of a
modern CCGT (i.e. 50% of energy
potential wasted).

* 46% of CO2 emissions come from
energy consumed in buildings.

e 47% of CO2 emissions come from
use of heat.
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Location, location, location

* Producing energy closer to point of use:
— makes more efficient use of fuel

— greater potential to use heat by product or design around
heat load

— embeds diversity of generation plant in the system, making
the system less prone to disruption/terrorist attack

» Other locational issues:
— grid connections
— locating wind turbines
— access for biofuel deliveries/ash removal
— solar (latitude and orientation/aspect)
— proximity to waste
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Policy Framework

* Generally supportive
e Not very joined up

* Climate change policy not necessarily compatible with energy
regulation
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EU and UK policy (1)

 The EU has agreed its Renewable Energy Directive:

— sets a target for the UK — 15% of energy consumption to be
from renewable sources

« Government consultation on a Renewable Energy Strategy:

— aims to achieve the objectives of the Directive, issued in
September 2008

— response to consultation due shortly, with an aim to
Implementing a Renewable Energy Strategy later in the year
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EU and UK policy (2)

« EU Directive on the promotion of cogeneration based on useful heat
demand in the internal energy market provides:

— principles for interaction between a CHP plant and the electricity
distribution network

— evaluation by Commission of CHP support mechanisms used in
MS

— Commission establish harmonised efficiency reference values

— MS determine national potential for high efficiency CHP and key
barriers

— MS evaluate possibility of reducing administrative barriers

* The Climate Change and Sustainable Energy Act 2006:

— imposes duties on Government including an obligation to promote
community energy and renewable heat projects

« Energy Saving Trust, “Power in Numbers — the benefits and potential of
distributed energy generation at the small community scale”.
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All joined up?

On site v near site
Zero carbon
Budget Report 2007

— “Zero carbon home is one that does not
consume fossil fuels for heat and power.
It is highly insulated and uses
renewable energy to power its needs
over a year through microgeneration. It
will draw from the grid when the
microgeneration is insufficient but could
sell excess generation back to the grid”.

DCLG “Consultation: Definition of zero
carbon homes and non-domestic buildings™:

— minimum level of energy efficiency.
— achieve minimum CO, reductions.
— choose from a range of (mainly offsite)
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Challenges to being joined up

Incompatibilities with energy regulation:

Distribution networks and the Internal Market in Electricity
Directive

* “Private wires” v “Citiworks” (Citiworks AG v Sachsisches
Staatsministerium fur Wirtschaft und Arbeit als
Landesregulierungsbehdrde(C-439/06)).

 Limits on exempt supply licensing

« Competition to benefit consumers v certainty of revenue for
scheme?
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Regulatory horizon

* Revision of the Electricity (Class Exemptions from the
Requirement for a Licence) Order 2001

« BERR/OFGEM proposal on small supplier licensing v. big six
Intransigence

« Renewables feed-in tariff
« Renewable heat incentive
e Carbon Reduction Commitment

* The Climate Change Act 2008 and The “Triple 20” EU Package
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Conclusion
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