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Achieving 15% of renewable energy across our energy system will have benefits
and impacts beyond simply tackling climate change and reducing the UK's
carbon emissions. In addition to these issues, some of the key areas covered by
this chapter include:

¢ The climate change benefits and environmental impacts;

¢ The impact on security of supply from the intermittent nature of wind
generation and fossil fuel imports;

¢ The business and employment opportunities in the UK;

¢ The cost of renewable energy and our estimates of the impact on prices,
including our approach to fuel poverty.

7.1

7.2

7.3

The Government intends to maximise the benefits and business opportunities
that will arise from delivering our renewable energy ambitions. At the same time
we need to manage the effects of intermittency and interactions with other
issues such as the security of our electricity supply, energy prices and the local
environment. As the Stern Review showed, the costs of inaction on climate
change far outweigh the costs of action.'®? This chapter updates the analysis of
these issues that we set out in the Renewable Energy Strategy consultation
document'®® and describes how we plan to respond to them.

The Climate Change Act 2008 set a legally-binding target of at least an 80%
reduction in greenhouse gas emissions by 2050 and a carbon budgeting system
which caps emissions over five-year periods.’® The first three carbon budgets,
covering 2008-2022, were announced in April 2009.'% By ensuring we have a
diverse range of viable low-carbon technologies, this Strategy will help us achieve
the carbon budgets, and will also help decarbonise our electricity supply so that
we can meet our 2050 emissions reduction target.

The EU Emissions Trading System (ETS) caps emissions from large industrial
sectors, including electricity generators. The increase in renewable electricity
generation will contribute to emissions reductions in the traded sector.

162 Stern, N (2007): ‘The Stern Review: Economics of Climate Change’, Cambridge University Press.
163 BERR (2008): ‘UK Renewable Energy Strategy: Consultation’.

164 Climate Change Act 2008.

165 http://www.decc.gov.uk/en/content/cms/what_we_do/lc_uk/carbon_budgets/carbon_budgets.aspx
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Renewable electricity should contribute savings of around 33 MtCO, a year in
2020."¢6

The EU ETS cap does not cover emissions from the transport sector and much of
the heat sector. Thus, this Strategy will provide additional carbon savings in these
sectors, which will contribute to meeting our carbon budgets. The ‘lead scenario’
(which includes 12% renewable heat and 10% renewable transport) would
provide carbon savings of around 17 MtCQO, in the non-traded sector in 2020.
Cumulatively we estimate that our action on renewables will lead to savings of
755 MtCO, by 2030 - of which 5635 MtCO, are accounted for under the Emissions
Trading System caps, and 220 MtCO, are additional CO, reductions. Within these
additional savings, the 73 MtCO, saved over the third carbon budget period (2018-
2022) will deliver about a sixth of the abatement needed to meet the third budget.

As well as considering the impact of renewables on climate change, we also need
to consider the impact of climate change on renewables. New infrastructure will
need to remain operational in the future. The effects of unavoidable climate
change such as higher temperatures, more intense storms, increased flood risk
and reduced water availability need to be factored into design, location and
operation at the start of a development. In June 2009, a consortium comprising
the Department for Environment, Food and Rural Affairs (Defra), the
Meteorological Office Hadley Centre, the UK Climate Impacts Programme (UK
CIP) and the Marine Climate Change Impacts Partnership (MCCIP) published the
latest set of UK projections of current and future climate change for the UK up to
2099. These will help those delivering renewable energy to assess their risks as
they plan for the future.

Under the Climate Change Act 2008, the Secretary of State has the power to
require reporting authorities (public bodies and statutory undertakers) to report on
the risks posed to their organisation by climate change and their proposals for
adapting to those risks. DEFRA is currently consulting on how this power and
associated statutory guidance should best be applied to reporting
authorities, particularly utilities companies, including those in the energy
sector.

Tackling climate change is essential for maintaining a healthy, resilient natural
environment. Biodiversity is likely to be particularly badly affected by climate
change, with potential extinction of many species. There would also be an
increase in the severity of both flooding and drought incidents in different areas of
the country and a possible transformation of the traditional, rural landscape of
Britain. Increasing use of renewable energy can help us avoid this.

166 Estimated contribution of around 130 MtCO, savings in the traded sector for the ETS budget period

2013-2020.
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As well as reducing the threat from climate change, renewable energy can bring
other environmental benefits. For example, energy from wind, waves, tides and
the sun produces negligible amounts of local pollutants. The sustainable
management of forests and woodland for energy can provide valuable habitats
and suitably located offshore wind farms can offer sanctuaries for marine species.

Renewable energy also has the potential for negative effects on the local
environment. For example, an increase in the burning of biomass could affect
local air quality, inappropriately located wind farms could affect landscapes, and
new tidal infrastructure could affect marine species and important habitats.
These impacts need to be addressed in line with the principles of sustainable
development, taking full account of the costs and benefits. Chapter 4 sets out
some of the measures we are taking to ensure this.

This Strategy will provide important benefits for energy security. Based on the
levels of renewables deployment in the lead scenario, we estimate that it will
reduce our use of fossil fuels by around 10% in 2020, and reduce gas imports by
around 20-30% against forecast use in 2020. This reduction, along with the more
diverse sources of fuel that it implies, should increase the security of our supply.

Biofuels are likely to provide most of the renewable energy for transport.
Increasing the proportion of biofuels in transport decreases the amount of
petroleum or crude oil that we need to import.'®” In the lead scenario of 10%
renewable energy for transport, which will be blended into the general fuel
supply, our consumption of oil could be reduced by 2.5 million tonnes of oil
equivalent (3% of our oil demand) in 2020. While there are also potential risks
associated with importing biofuels (such as crop failures or disruption in countries
that produce both biofuels and fossil fuels), overall biofuels could improve the
UK's security of supply through:

¢ Reducing the need to import oil from regions associated with geopolitical risks,
as biofuel imports are expected to come from countries with less geopolitical
risk;

¢ Reducing the impact of crude oil supply disruptions;

¢ Alleviating the impact on petrol and diesel retail price of spikes in the price of
crude oil or petroleum products.

167 However, the amount of reduction of petroleum product imports will be less than the amount of biofuels used
because of differences in energy contents.
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7.12 The decarbonisation of our electricity supply needed to meet our climate change
goals will lead to significant changes in our electricity system. Most of the
increase in renewable generation is likely to come from wind, which means that
supply will be intermittent and not perfectly predictable.'®® This presents potential
challenges.

7.13 Other forms of electricity generation will need to be flexible enough to operate
when renewable generation is low, for example due to slow wind speeds. Higher
peak prices are likely to be needed to remunerate those flexible generators that
only run for a limited number of hours during the year. And these investors will
need to be confident that prices will reach sufficiently high levels on a sufficient
number of occasions to allow them to recover their costs. Our analysis (outlined
below) suggests that if the market provides adequate price signals, market
participants will invest in sufficient provision of flexible back-up generation to
ensure secure supplies. Analysis led by Redpoint for our consultation'®® and for this
Strategy,’’® and an intermittency study undertaken by Poyry,’”" suggest that there
will be sufficient incentive for encouraging investment in flexible generation,
although the Poyry study suggests returns will tend to be at the lower end of
economic viability. Both studies assume that plants can earn a return on their
investment by operating flexibly, generating more at times of system tightness
and capturing the prevailing prices.

7.14 The Pdyry study assumed a higher level of wind capacity than the Redpoint study
projected (33 GW in 2020 rising to 43 GW in 2030 compared to 26.4 GW in 2020
in our lead scenario), and found that wholesale prices could peak around £1,300/
MWh for a few hours in 2020. By 2030 (in Poyry's high wind scenario), wholesale
prices could go even higher during the tightest supply periods. By comparison,
prices reached a high of around £5600/MWh last year. Such variability in wholesale
prices is important to ensure appropriate investment in back-up capacity and
potential demand-side measures. However, where prices are very volatile and the
peaks high, this can cause some uncertainty for investors, raise questions about
whether back-up plant is sufficiently flexible and have an impact on those
electricity consumers who buy directly from the wholesale market. However, this
volatility will not be seen in retail prices.

168 ‘Intermittency’ in this document can be read as covering both the unpredictability of wind output, which is an
issue for the amount of short term reserve, and the variability of output, which is an issue for overall capacity.

169 Redpoint et al (2008): ‘Implementation of EU 2020 Renewables Target in the UK Electricity Sector. Renewable
Support Schemes'’

170 Redpoint/Trilemma (2009): ‘Implementation of EU 2020 Renewables Target in the UK Electricity Sector:
RO Reform’

171 See Summary Report, Poyry (2009): ‘Impact of Intermittency: How wind variability could change the shape of
the British and Irish electricity markets’
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Demand and supply of electricity have to be kept in balance on a second-by-

second basis. Maintaining this balance in Great Britain is the responsibility of

National Grid. System balancing can be achieved in a number ways, including
ensuring the supply is sufficiently flexible, managing demand-side response,

interconnection and electricity storage.

Increased levels of renewables deployment could increase the challenges of
physically balancing the system. Further work is now needed to identify where
and when problems could arise and what needs to be done to address them.
Most respondents to the Renewable Energy Strategy consultation suggested that
whilst there were clearly implications for balancing (including the costs), there
was adequate time to identify and address problems using current industry
mechanisms. This was also the message from National Grid’s recent consultation
on operating the electricity system to 2020."72

If the levels of wind generation were too high, when taken together with ‘'must
run’ generation (such as nuclear plants that cannot be quickly turned on and off),
supply would exceed demand and generation would have to be curtailed. Both
the analysis by Poyry and earlier analysis by SKM suggest that curtailment is only
likely to be a significant issue for levels of wind generation of around 40 GW,
which is significantly higher than levels envisaged in this Strategy.

Analysis of the pathway to achieving our climate change goals by 2030 and 2050
(set out in the UK Low Carbon Transition Plan'”®) indicates that we will need a mix
of renewables, carbon capture and storage and nuclear generation. Some
respondents to the Renewable Energy Strategy consultation raised concerns
about whether supporting a high level of renewable generation could have
implications for investment in nuclear. Independent analysis for DECC'’4 based on
our latest fossil fuel assumptions suggests nuclear investment is economically
viable under different renewable electricity scenarios (i.e. 24%, 29% and 32%),
although the results are very sensitive to assumptions on relative nuclear capital
costs, fossil fuel prices and carbon prices. So the analysis indicates that there are
a number of factors that affect nuclear investment, including the amount of
renewable deployment, but the key determinants of how much new nuclear will
be built are more likely to be nuclear capital costs and future expectation of fossil
fuel and particularly carbon prices.

172 National Grid (2009): ‘Operating the Electricity Transmission Networks in 2020: Initial Consultation’
173 DECC (2009): ‘The UK Low Carbon Transition Plan’

174 Redpoint/Trilemma (2009): ‘Implementation of the EU 2020 Renewable Target in the UK Electricity Sector:
RO Reform’
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7.19 Our most recent analysis indicates that intermittency should be manageable in
the period up to 2020. However, it could potentially become a problem after 2020
due to closures of old gas and coal plants and should we further increase
deployment of renewable electricity. To address this, we are doing further work to
determine the scale and nature of the challenges of intermittent generation for
post-2020 levels of deployment, and we are considering ways of reducing the
impact, for example by encouraging demand-side response. We will shortly
publish a call for evidence on security of supply, which will seek views from
stakeholders on our assessment on intermittency. As levels of renewable
generation increase, we will work closely with the National Grid, Ofgem, industry
and academics to consider what further steps might be necessary to address any
issues arising from intermittency.

7.20 This Strategy will provide business opportunities and jobs, and potentially create
whole new industrial sectors, although businesses will also face higher energy
costs. Meeting our share of the renewable energy target will provide around
£100 billion'”® worth of investment opportunities and up to half a million jobs in
the UK renewables sector by 2020.

7.21 The Government aims to maximise the benefit to the UK from these
opportunities. We intend to make the most of our strengths as one of the world’s
largest manufacturing economies, as a world class centre of energy expertise and
as a leading location for inward investment. The range of policies set out in this
Strategy, including the new financial incentives, will provide a new generation of
highly-skilled jobs in renewable energy; enable diversification of businesses into
the renewable sector; and foster a research base that supports ground-breaking
research and the capacity to turn it into world-beating technologies.

7.22 The UK needs to compete effectively for investment in renewables as well as
other energy capacity in the next decade, both with other EU Member States,
and with the emerging market for renewable investment in the US, China and
India. This Strategy, with its clear commitment to achieving our ambitious
renewable energy targets and detailed proposals for overcoming relevant financial
and non-financial barriers, is a key first step in supporting the necessary investor
confidence in the UK as a renewables market. However, the Government also
needs to play a leadership role in developing the UK's renewable energy supply
chain and skills. We are therefore launching together with this Strategy the Office
for Renewable Energy Deployment (ORED). ORED will develop UK manufacturing
skills and jobs to meet identified bottlenecks across all deployable renewable

175 Estimated capital investment (undiscounted) required to 2020 under the lead scenario in the renewable heat
and electricity sectors.
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electricity technologies. This work will include building up the capacity of the
supply chain and will proactively support investment in manufacturing in the
sector, in collaboration with key partners, including the Department for Business,
Innovation and Skills (BIS), Regional Development Agencies, Devolved
Administrations and UK Trade and Investment (UKTI).

7.23 BIS and DECC are currently working on the Government’s plans to further support
companies’ efforts to decarbonise their operations and increase their resource
efficiency, to make the most of the growing markets for new low-carbon goods
and services, and to help companies adapt to the effects of climate change.

The Government recognises the need for a new strategic industrial activism to
maximise opportunities and minimise risks — to intervene where markets fail to
properly value long-term low-carbon investment, and to support the market where
they succeed. The UK Low Carbon Industrial Strategy has also been published
alongside this document (see Box 7.1)

The UK Low Carbon Industrial Strategy,’”® published alongside this Strategy, sets out
in more detail how the Government will deliver the targeted strategic support that
will make sure that the UK benefits economically and industrially from the move to
low carbon - ensuring that the jobs and growth that it will bring support our recovery
from the downturn and our long-term industrial future.

In Building Britain’s Future: New Industry, New Jobs,"” the Government set out

a framework for a new activism which will shape our approach to supporting the
low-carbon economy, by complementing the market and positioning the UK to take
full advantage of our competitive strengths. Following this approach, Budget 2009
and Investing in a Low Carbon Britain'® committed to a programme of targeted
investment in the low-carbon economy, to provide real help now for businesses
and households, creating and sustaining the jobs that will contribute to the UK’s
prosperity in the future.

The LCIS will build on this, identifying economic opportunities for the UK and
examining how we can shape the business environment to enable firms in the UK
seize these opportunities. The Strategy uses economic and other analysis to identify
Britain’s areas of potential strengths in the global low-carbon market and sets out
further detail of how the £250 million low-carbon element of the Strategic Investment
Fund announced at the Budget will be spent.

176 BIS and DECC (2009): ‘The UK Low Carbon Industrial Strategy’
177 BIS and DECC (2009): ‘Building Britain’s Future: New Industry, New Jobs’
178 DECC and BIS (2009): ‘Investing in a Low Carbon Britain’, Crown Copyright
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7.24 Although there will be some displacement as we restructure our economy, this
Strategy will create significant job opportunities. The Renewable Energy Strategy
consultation estimated that renewable energy could generate 160,000 jobs by
2020, both in the UK and abroad. Since the consultation, a report produced by
Innovas for the Department for Business, Innovation and Skills (BIS)'”® suggests
that the size of the renewable energy sector, and of the broader low-carbon and
environmental goods and services economy, has been substantially
underestimated.’® Based on Innovas projections and Labour Force Survey data,
we estimate that this Strategy, combined with a growing market for renewable
energy across Europe and globally, would increase UK employment in the
renewable energy sector by up to 500,000 people by 2020. These projections use
a broad definition of the sector™' and are subject to considerable uncertainty.

7.25 More recently still, the Employ RES report for the European Commission'? has
estimated the 2020 total EU-27 employment in renewable energy sectors will be
around 2.8 million. The estimates from different studies vary as a result of
different definitions, but also because of the degree of uncertainty in future
projections.

7.26 This Strategy will help bring down the costs of the technologies we will need to
meet our longer-term emissions reductions goals. However, higher levels of
renewable deployment will also lead to costs on the economy.

7.27 We have revised the estimate of the static additional costs to the UK economy of
delivering this Strategy to be around £4 billion a year in 2020 (at today’s prices),
based on fossil fuel prices equivalent to $80 bbl oil.'® This estimate has fallen by
about a fifth since we published the Renewable Energy Strategy consultation.
The costs would be further reduced if fossil fuel prices were higher, if demand is
lower than expected (for instance due to further energy saving measures), or
potentially if the flexibilities in the Renewable Energy Directive are used (see
Chapter 8).

179 Innovas (2009), ‘Low Carbon and Environmental Goods and Services: an industry analysis’

180 Their bottom-up methodology reveals more low-carbon and environmental activity than SIC coding, and other
previous estimates. However, it risks double counting companies who produce goods or services for more
than one environmental market. Innovas compare their numbers to validated and verified data sources to
mitigate this risk.

181 Including employment in the Innovas definition of the renewable energy sector, plus employment in biofuels
industries (also from Innovas data) and in renewable power generation (DECC estimate based on the Labour
Force Survey).

182 Franhofer Institute et al, for the European Commission (2009): ‘Employ RES — The impact of renewable
energy policy on economic growth and employment in the European Union’

183 £4 billion represents the resource cost of the renewable technologies, net of cost of conventional alternative
energy sources, and the cost of carbon in the ETS sectors.
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Macroeconomic modelling by HMRC suggests that the positive effects on the
economy by boosting investment in renewable energy and bringing large
multiplier effects into play, roughly balance the negative effects such as increased
energy prices, leading to increased business costs and lower consumption.

We estimate that overall this Strategy will be roughly neutral to slightly negative
in terms of GDP.

HMRC Macroeconomic modelling results, relative to baseline

2020 20303
ETS only -0.5% -0.1%
ETS & RES -0.5-0.6% -0.1-0.2%

Macroeconomic modelling for the European Commission'® suggests that
meeting the European Renewable Energy target of 20% will boost EU-27 GDP by
0.23-0.25% in 2020. This modelling found that the effect on the UK could be
positive or negative, depending on which model is used.

These small projected changes in GDP need to be seen in context of the much
larger potential costs of inaction on climate change. A high-carbon future would
mean more extreme weather such as droughts and floods, and exposure to
global factors that can cause spikes in energy prices. Action now will avoid higher
costs and impacts later. The Stern Review suggested that global action to tackle
climate change will avoid global costs equivalent to 5-20% of global GDP per year,
dwarfing the costs of coordinated international action.’® Government modelling
suggests that costs of action will vary between 1-3% of global GDP in 2050.
There is no low-cost, high-carbon option for the future.

Our package of measures presented in the UK Low Carbon Transition Plan, which
include not just the Renewable Energy Strategy but also energy efficiency
policies, will add, on average, an additional 6% to today’'s household energy bills
and 15% to today'’s industrial bills by 2020. The impacts on energy bills as a result
of the Renewable Energy Strategy will be lower than initial analysis suggested,

184 The GDP impacts relative to the baseline are much lower for all scenarios in 2030, because of an adjustment
effect with the new investment kicking in as the carbon market is assumed to become global. Therefore it is
better to look at the relative ordering in each year rather than comparing the size of the effects between years.

185 Fraunhofer Institute et al, for the European Commission (2009): ‘Employ RES — The impact of renewable
energy policy on economic growth and employment in the European Union’

186 Stern, N (2007): ‘The Stern Review: Economics of Climate Change’, Cambridge University Press
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and higher fossil fuel prices would reduce them further. The overall projected
costs of the Strategy in 2020 have fallen by around a fifth compared with
estimates at the time of the consultation. The lower estimates presented in
Tables 7.2, 7.3, 7.4 and 7.5 reflect in part reduced estimated levels of renewable
heat and revised modelling on projected technology costs and structure of the
forthcoming renewable heat incentive.

Under the fossil fuel price scenario consistent with $80/bbl oil (referred to here as
the central scenario), we estimate that, if taken in isolation, the measures
included in this Strategy would increase average domestic electricity bills by 15%
and domestic gas bills by 23% by 2020. For industry, we estimate the equivalent
figures would be an average of 15% for electricity and 30% for gas by 2020. Our
modelling suggests that an increase in biofuel blending to 10% by energy in the
transport sector may cause an increase in driving costs of 6% for petrol and 2%
for diesel vehicles by 2020. The assumed price of oil also has a significant impact
on the projected price impacts. If fossil fuel prices were sustained at $150/bbl oil
(consistent with our higher fossil fuel assumptions), and approximately the level
to which oil prices rose last year — the price impacts from this Strategy would fall
to an estimated increase of 2% on domestic electricity bills in 2020 and 16% on
domestic gas bills. For industry, we estimate bills will rise by an average of 2% for
electricity and 18% for gas in 2020. In the transport sector, the price impacts from
biofuel blending would fall to 4% for petrol and 1% for diesel vehicles by 2020.

Since most sources of renewable energy use relatively new technology, they are
currently more expensive than conventional sources. Therefore, the measures we
are taking to increase renewable energy will add to energy prices. Impacts of gas
prices could be lower if ongoing analysis on renewable Combined Heat and
Power reveals more cost effective opportunities than currently estimated.

Tables 7.2, 7.3, 7.4 and 7.5 show our latest estimates of the price impacts of

this Strategy. (These new estimates are based on our lead scenario of about 30%
renewable electricity, 12% renewable heat, and 10% renewable transport.)

Effects on annual domestic electricity (large and small-scale) bills
resulting from measures to achieve about 30% renewable electricity

Central Fossil Fuel prices Upper bound fossil
fuel prices
Average bill % Impact, Average bill % Impact
impact impact
2015 £12 2% £7 1%

2020 £77 15% £17 2%
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Impact on annual domestic gas bills resulting from measures to achieve

about 12% renewable heat

Central Fossil Fuel prices Upper bound fossil
fuel prices
Average bill % Impact. ~ Average bill % Impact
effects effects
2015 £34 5% £32 3%
202087 £172 23% £165 16%

Effects on annual non-domestic electricity (large and small-scale) bills

resulting from measures to achieve about 30% renewable electricity

Central Fossil Fuel prices Upper bound fossil

fuel prices

% impact % Impact

2015 2% 1%
2020 15% 2%

Impact on annual non-domestic gas bills resulting from measures to
achieve about 12% renewable heat'®?

Central Fossil Fuel prices Upper bound fossil

fuel prices

% Impact % Impact

2015 6% 4%
2020 30% 18%

7.34 \While we will continue to work to minimise the price effect of our policies, the

benefits of early action and making the transition to a low-carbon economy
significantly outweigh the costs.

187 The reason for the different price impacts in 2015 and 2020 is due to expected higher uptake of renewable

heat technologies later in the period to 2020, as the industry responds to the financial incentives.

188 There is a wide range of energy use by firms in this sector and the average bill impacts will depend on
individual firms’ energy use
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7.35 The costs of making the transition to a low-carbon future could be significantly
reduced through energy saving measures. \We already have a variety of
mechanisms for encouraging energy saving, but we intend to introduce new
measures to further reduce the costs of heating and powering homes. We will
publish the Heat and Energy Saving Strategy later this year, setting out a
range of measures to promote greater energy efficiency which can in turn
help reduce consumers’ energy bills. Energy saving will also help meet our
renewable energy targets, as the lower the overall level of energy consumption in
the UK, the lower the level — and hence cost — of renewable deployment we need
to meet our targets.

7.36 The Government will continue to ensure that the market delivers fair and
competitive energy markets. Ofgem plays a key role in delivering this agenda.
Following its probe into the energy supply markets, Ofgem has taken steps to
protect consumers from unfair pricing, to improve information on consumers’
bills so they can make more informed choices, and to deliver greater financial
transparency across the markets so that consumers have confidence that the
markets are competitive and fair. Ofgem now publishes a quarterly report on
movements in wholesale and retail prices, which will increase transparency.

7.37 It should also be noted that the projections of impacts on energy bills are based
on the costs of our renewable energy financial support schemes as currently
structured. We have already taken several measures to ensure these financial
incentives deliver value for money for consumers who are bearing the costs in
their energy bills. Recent changes to the Renewables Obligation (RO - banding
and headroom from April 2009) are improving the efficiency of the RO, and we
are incorporating the same best practice principles on effectiveness and efficiency
into the design of the forthcoming Renewable Heat Incentive and Feed-In Tariffs.
At the same time, we are working to improve further the efficiency of the RO by
consulting this summer on an RO revenue stabilisation scheme. This would aim
to ensure that generators under the RO are receiving an adequate return on their
investments, but that they do not receive excess profits, in particular when fossil
fuel prices are high (see Chapter 3).

7.38 Our new Feed-In Tariffs and Renewable Heat Incentive will provide further
opportunities for individuals and businesses to gain more control over their overall
fuel bills by generating some or all of their own energy needs through their own
small-scale renewables, such as solar panels, heat pumps, micro-wind and
biomass boilers. This can give them a higher degree of energy independence and
shield them against energy price rises. The new incentives will make it easier and
more affordable to take up these sorts of technologies.
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7.39 A key priority for the Government is protecting the vulnerable from increasing

prices. \We already have a range of policies to reduce the numbers of people in
fuel poverty, including Warm Front, which has helped nearly 2 million homes
since 2000 with energy efficiency and central heating improvements, and income
support measures such as Winter Fuel Payment and Cold Weather Payment.

We will consider how existing measures on fuel poverty might be further
improved and whether new policies might be introduced to help us make
further progress towards our goals.

7.40 The policies in this strategy have been designed to be consistent with delivery

7.41

through a dynamic market framework. Of course, competitive markets must
benefit consumers both now and in the future. Working with Ofgem, we wiill
continue to monitor and develop our delivery framework to ensure that it meets
these objectives.

Meeting our renewable ambitions will be very challenging, and involve significant
costs. There are also risks to be managed. But the rewards will more than
compensate for the risks. As the Stern Review shows, the costs and risks of
inaction are significant. This Renewable Energy Strategy is an integral part of the
Government's overall UK Low Carbon Transition Plan for delivering the clean,
secure and affordable energy of the future. We believe that the actions set out in
these strategies — and associated policies for nuclear, carbon capture and storage,
heat and energy saving — will deliver the decarbonised energy system we need to
tackle climate change; maximise our economic opportunities; spread the costs
fairly; and keep our energy supplies secure.
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Summary

This chapter sets out an action plan with key milestones to meet the 2020 target
and implement the Renewable Energy Directive - including our approach to
joint projects with other Member States. We will publish our national action
plan by July 2010, a formal report to the European Commission on how we wiill
meet both our interim and 2020 targets.

To ensure we meet the target and implement the Strategy, we will:

¢ Create the Office for Renewable Energy Deployment (ORED) to ramp up
delivery of the range of measures set out in this strategy;

¢ Create a formal governance structure to review progress and impacts and to
monitor delivery of the targets across the UK;

¢ Work closely with the Devolved Administrations, regional and local
government to develop our national action plan and ensure we meet our
2020 goals.

8.1 Many different bodies will need to take action to deliver our renewables target.
This chapter summarises who will do what by when.

The Renewable Energy Directive

8.2 The Renewable Energy Directive was published on 5 June 2009.'% The Directive
obliges Member States to:

¢ Meet the 2020 national renewable energy targets (15% for the UK);
¢ |Introduce measures to meet the indicative interim targets;

¢ Introduce mandatory requirements for biofuels and set a target for achieving
10% renewable energy in transport by 2020;

¢ Adopt a national action plan setting out adequate measures to achieve the 2020
targets;

e Submit to the Commission every two years a progress report towards meeting
the targets;

¢ |f an interim target is missed, submit an amended national action plan setting
out adequate and proportionate measures to rejoin the indicative trajectory set
by the interim targets within a reasonable timetable.

188 Directive 2009/28/EC of the European Parliament and of the Council of 23 April 2009 on the promotion of the
use of energy from renewable sources.
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By 31 December 2014, the Commission will review the following aspects of the
10% transport target: the cost-effectiveness of measures taken; the feasibility of
meeting it based on sustainable biofuels; the impact on food supply; the
commercial availability of electric vehicles; the evaluation of market conditions;
and the greenhouse gas emission standards that apply to biofuels; as well as the
implementation of the Renewable Energy Directive, particularly the role of joint
projects (trading). On the basis of this review, the Commission may present new
proposals. It will also produce a report on requirements for a sustainability
scheme for biomass by the end of 2009.

In 2018, the Commission will produce a road-map for renewable energy post-
2020, and in 2021 it will review the application of the Directive.

The Directive contains requirements in addition to the 2020 renewables targets,
for instance relating to:

e Administrative procedures, regulations and codes;
¢ |nformation and training;

e (Guarantees of origin of electricity, heating and cooling produced from
renewable energy;

e Access to and operation of the grids.

In most cases, these requirements are to be implemented by December 2010
and will need to be covered in the national action plans, which must be adopted
before July 2010.

Using joint projects

8.7

8.8

Because targets for Member States were based on their deployment to date and
ability to pay, rather than on their potential for renewable energy, the Renewable
Energy Directive includes so-called ‘flexibilities’ (joint projects), which aim to
ensure that the overall EU target of 20% renewables by 2020 is delivered in the
most efficient way.

The Directive allows four different flexibility mechanisms:

e Statistical transfer between Member States, under which one Member State
could buy a certain amount of renewable energy deployed in another Member
State. This amount would be deducted from the seller’'s share of renewable
energy and added to that of the purchaser.
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¢ Joint projects, under which all or part of a new renewable energy project in a
Member State would count towards another Member State's target (usually in
return for funding). The renewable energy could be used in the country of
generation, imported to the second Member State through an interconnector (a
link between the electricity systems of the two Member States) or used
elsewhere.

e Joint projects with third countries, under which a Member State could fund a
renewable electricity project in a non-EU country. This must be a new project
and only the electricity that is consumed in the EU, through a physical
interconnector, can count towards the target.

¢ Joint support schemes through which Member States may choose to join or
coordinate their financial support schemes for heat and/or electricity.

Under the terms of the Directive, by the end of 2009, Member States must
provide the Commission with an estimate of their potential for joint projects, and
of any excess in renewable energy or demand for renewable energy from other
Member States using any of the mechanisms outlined above. The national action
plans, which Member States must submit to the Commission before July 2010,
must estimate how much they may rely on joint projects. However, both of these
are however only estimates and not binding.

We consulted as part of the Renewable Energy Strategy consultation® on the
extent to which we should be open to using joint projects to meet the UK target.
Responses were mixed. Energy suppliers/network companies were strongly in
favour of using joint projects, but the majority of other categories of respondents
opposed it.

Our analysis suggests that, if there was a fully liberalised and perfectly efficient
cross-EU trading system, using joint projects to meet the last percentage point of
our target could potentially save up to 9-15% of total costs, or £400-600 million in
2020."° There would be a corresponding reduced impact on consumer bills.
However in reality it is very unlikely that there will be such an open and efficient
trading system, so in practice savings are likely to be considerably less.

Having taken account of responses to the consultation and the updated analysis
of the costs of meeting our target, our policy towards the flexibilities will be:

¢ We will set out to meet our 15% target domestically, and our lead
scenario (see Chapter 2) reflects this by not assuming a contribution from
trading towards meeting the target.’™’

189 BERR (2008): ‘UK Renewable Energy Strategy: Consultation’
190 Calculations based on Pdyry (2008): ‘Compliance costs for meeting the 20% renewable energy target in 2020’
191 With the limited exception of joint projects where the electricity is consumed in the UK (see below).



Chapter 8: 193
Implementation

e However, all plans are uncertain, so we will be open to using joint
projects, if needed to make up any shortfall in the final target, under the
conditions set out below.

¢ \We will also be open from the outset to joint projects in the specific case of
electricity projects where the energy is physically imported into and consumed
in the UK, and we are consulting this summer on changes to the
Renewables Obligation to allow such cases to benefit from RO support.’?

» Following the publication of this Strategy, we will give consideration to
what further legislative or other measures are needed to allow wider
forms of trading in the future if needed. This will include our strategy for
reaching agreements with other countries to count generation there towards
our target. Trading through support schemes where the electricity was not
consumed in the UK would be likely to require primary legislation.

8.13 We would, in future, be open to projects under the flexibility mechanisms under
the following principles:

e Only a limited proportion of the UK target should be traded.

¢ Any trading would be based on voluntary bilateral arrangements between the
UK and another country.

¢ Using the flexibility mechanisms would need to offer genuine cost savings to
the UK.

¢ \We would ensure that openness to flexibilities does not undermine the UK
financial support mechanisms.

e The flexibility options in the Directive should not result in the responsibility for
renewable energy policy being moved from national Governments to EU
institutions. Member States should retain control.

¢ \We would ensure that any investments outside the UK support sustainable
renewable energy.

Monitoring and reporting

8.14 The Renewable Energy Strategy will be dynamic, as renewables deployment
ramps up towards 2020, with regular reviews of progress based on the
requirements in the Directive as explained above. We will also update our
economic forecasts periodically.

8.15 Member States will need to report to the Commission every two years with the
first report due by December 2011. In the UK, we will indicate progress towards
the Directive target in a table published in the annual Digest of UK Energy

192 DECC (2009): ‘Consultation on Renewable Electricity Financial Incentives’
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Statistics publication. This will show renewables used for electricity generation,
heat and biofuels for transport, and will also show how the capped gross final
energy consumption denominator is derived, together with the headline
percentage figure. This data will be published in July each year, seven months
after the end of the period which it relates to. Data for electricity, as measured for
the Renewables Obligation, will continue to be published in the June edition of
Energy Trends.

Role of Devolved Administrations

8.16

8.17

8.18

This strategy is published by the UK Government. Our policies to meet the 2020
targets will be taken forward on an England, England and Wales, Great Britain or
UK-wide basis as appropriate and in accordance with each devolution
arrangement. The Devolved Administrations set their policies within their areas of
responsibility; some of these policies are also described in this Strategy.

We have engaged closely with the Devolved Administrations in developing this
Strategy, and will continue to work closely with them in implementing the policies
set out here — including in developing the UK national action plan, and in meeting
the 2020 target.

In addition, each of the Devolved Administrations is setting out its own plan to
increase renewable energy use. The UK Government and the Devolved
Administrations are working together to ensure that our plans are aligned.

Scotland

8.19

8.20

8.21

Scotland contains some of the most concentrated renewable energy resources in
the whole of Europe, and Scottish Ministers are committed to realising the huge
potential for renewable energy generation in Scotland. Ensuring that potential is
realised is at the heart of their economic and environmental plans. They aim to
establish Scotland as a global leader in the field.

Scottish Ministers are committed to working in partnership to deliver this
ambition. At a European level, Scotland is a key partner in the European working
group on a North Sea grid and has recently established the Scottish European
Green Energy Centre in Aberdeen to develop networks and partnerships across
Europe, and promote the development and deployment of green energy
technologies.

Scottish Ministers are also continuing to engage very closely with the UK
Government on the shape and scope of renewable energy legislation and the
financial incentives which they create. With Renewables Obligation banding now
in place, Scottish Ministers are working with UK colleagues on the further
changes to the RO required to align it with the demands of the EU 2020
renewable energy target, as well as on the emerging details of the Feed-In Tariffs
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for small-scale electricity and a Renewable Heat Incentive. Scottish Ministers
will be consulting on these matters during the coming months.

8.22 Within Scotland, the First Minister now chairs an Energy Advisory Board to
provide strategic level collaboration and communication on key issues facing the
sector. The Forum for Renewable Energy Development Scotland (FREDS) reports
to this Board and, through a membership of key individuals from industry,
academia, regulatory and enterprise agencies, specifically develops and tests
policy in the renewable energy field.

8.23 Key achievements and future goals amongst some of the key Renewables
sectors in Scotland include:

e Scottish Ministers have dramatically improved Scotland’s record on
determinations, many of them in onshore wind, consenting 22 major
renewables projects in the last two years — a substantial increase in pace.
They are committed to determining new applications within nine months
(where there is no public inquiry) and improving procedures even further.

¢ In Wave and Tidal Energy, Scottish Ministers launched the Saltire Prize in
December 2008, a £10 million worldwide innovation prize designed to
accelerate the commercial deployment of wave and tidal energy. So far it has
attracted over 100 registrations of interest from over 23 countries. Scotland will
also shortly increase support for wave and tidal energy through its Renewables
Obligation legislation; 5 Renewables Obligation Certificates (ROCs) per unit of
output for wave, 3 ROCs for tidal generation.

¢ |n offshore wind, Scottish Ministers are conducting a Strategic Environmental
Assessment (SEA) for Scottish territorial waters which will highlight the most
suitable areas for development, and which will be completed by early 2010.
Scotland is also working with the Crown Estate and UK Government to support
the SEA process for UK territorial waters.

¢ |n renewable heat, Scottish Ministers are aiming for a tenfold increase in heat
energy from renewables, such as biomass and ground source heat pumps —
increasing from 1% to 11% by 2020. A Renewable Heat Action Plan will be a
mandatory provision within the Scottish Climate Change Bill and Scottish
Ministers recently allocated £1.6 million to 26 projects as part of the first round
of the Scottish Biomass Heat scheme; the second round was launched on
20 May 2009.

e The Scottish Renewables Action Plan was launched in the summer of 2009. Its
overall aim will be to support and accelerate the implementation of renewable
energy in line with EU targets, and is proposed as a constantly-evolving
framework of action, undertaken collectively by the Scottish Government,
private sector and other public bodies.
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Northern Ireland

8.24 Northern Ireland also benefits from good natural resources for renewable energy.
It has the potential to make significant progress in increasing the amount of
energy from renewable sources in order to contribute to policy goals on security
of supply, reduction of greenhouse gases, as well as contributing to business
competitiveness, increasing competition in power generation and presenting
opportunities for enterprise activity.

8.25 Northern Ireland plans to issue for consultation an over-arching Strategic
Energy Framework, which will set out the scale of its ambition in new
targets on renewable electricity and for renewable heat and give further
details of the concrete plans to support these new targets. Specific action
plans on marine energy, bioenergy, smart metering and heat will follow as part of
a Northern Ireland Sustainable Energy Action Plan.

8.26 Among the key actions being taken forward to help Northern Ireland secure its
energy supply, realise economic and business opportunities from renewable
energy and reduce carbon emissions are:

¢ a Strategic Action Plan for offshore wind and marine-based renewables (tidal
stream and wave). This Action Plan is the subject of a current Strategic
Environmental Assessment which will be completed by early 2010. The Action
Plan will issue for consultation in autumn 2009 alongside the SEA's
Environmental Report;

¢ a cross-Departmental Bioenergy action plan which will provide an appropriate
framework for boosting the amount of bioenergy produced and consumed in
the region;

e co-operation with regulatory and industry partners to deliver new electricity grid
infrastructure to absorb renewable electricity generation from onshore and
offshore wind and tidal stream generation to meet Northern Ireland’s renewable
electricity targets to 2020 and beyond;

¢ developing a renewable heat strategy for Northern Ireland through action to
maximise the amount of renewable heat generated and used, including plans
to provide a form of support system for renewable heat;

¢ |eading joined-up government, communications and engagement on
sustainable energy issues, including publication of a Northern Ireland Energy
Efficiency Action Plan;

® ongoing co-operation with regional partners through the British Irish Council in
particular on areas of research potential such as the Biomara and Isles projects;
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e ongoing co-operation with the Republic of Ireland in particular on renewable
energy targets, metering and grid development.

e The region’s RDA, Invest NI, will continue to work closely with DECC and
ORED and will develop a strategy to maximise job and wealth creation
opportunities for the region through renewable energy.

Wales

8.27

8.28

8.29

8.30

In Wales, the Assembly Government’s approach to renewable energy is set
within the context of its duty (under the Government of Wales Act 2006) to make
a scheme setting out how Welsh Ministers propose to promote sustainable
development. The Assembly Government’s new scheme for sustainable
development, One Wales: One Planet,' sets out its vision of a sustainable
Wales. To achieve this, the Scheme recognises that \Wales will need to reduce its
use of carbon-based energy by 80-90%, resulting in a similar reduction in
greenhouse gas emissions. The Assembly Government has set an ambitious
target to reduce greenhouse gas emissions by 3% per year in areas of devolved
competence and has published a draft Climate Change Strategy setting out the
actions being taken to achieve this and to contribute to wider UK, EU and
international targets on emissions reduction.

The Assembly Government has just completed a consultation on the National
Energy Efficiency and Saving Plan, which sets out proposals to encourage
microgeneration and community-scale energy generation, alongside energy
efficiency measures particularly in harder-to-treat domestic properties and in
non-domestic buildings.

Following on from the publication in 2007 of the Micro-generation Action Plan for
Wales,'®* in 2008 the Renewable Energy Route Map for \Wales'®® gave the Welsh
Assembly Government's then best estimate of the practicable renewable heat
and electricity generation outputs which could be achieved by 2025. In particular
the Assembly Government believes that with Wales' coastline, geography and
climate, it is quite feasible within 20 years for Wales to produce more electricity
from renewables than it consumes as a nation.

The Assembly Government considered in 2008 that Wales should be able to
produce at least 33 TWh per year of electricity from renewable technologies by
2025 — with about a half of this from marine, a third from wind and the rest mainly
from sustainable biomass (including waste), hydropower and microgeneration.
Developments since the publication of the Route Map, especially in respect of

193 http://wales.gov.uk/topics/sustainabledevelopment/publications/onewalesoneplanet

194 http://wales.gov.uk/about/departments/dein/publications/microgenplan

195 http://wales.gov.uk/consultations/closedconsultations/environment/renewenergymap
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offshore wind, mean that \Wales can aspire to a figure of greater than 33 TWh
per year.

8.31 In pursuit of these aspirations, the past two years has seen:

¢ The launch and delivery of the 2007-2013 European Structural Funds
programmes in Wales, which have a total investment value of £3.9 billion to
promote jobs and sustainable growth in Wales by supporting business, people,
communities and the environment.

¢ Projects have already been approved under these programmes to support the
development of a sustainable wood fuel industry throughout the region and a
number of projects are being developed in the areas of community-scale
renewable energy, marine and energy efficiency.

¢ The European Parliament has adopted an amendment to the Structural Fund
Regulations, allowing expenditure on energy efficiency improvements and the
use of renewable energy in existing housing.

¢ The start of the joint DECC/Defra/M\WWAG/SW England Severn tidal power
feasibility and innovation studies initiatives (see Chapter 5 of this document).

¢ The Assembly Government launched the all-Wales Low Carbon Research
Institute to enhance and brigade the considerable Wales R&D academic
expertise in partnership with industry.'%

® Progress has been made with Wales’ major biomass and offshore wind
projects and the leasing of land managed by Forestry Commission \Wales (FCW)
on behalf of the Welsh Assembly Government, selected through the innovative
Assembly Government Planning guidance’ for major onshore wind farm
developments in strategic search areas. Under the auspices of the UK
Electricity Networks Strategy Group,'®® detailed plans are being identified for
major grid enhancements in \Wales to enable low carbon energy developments.

¢ The publication of the Wales Future Directions waste management strategy.'®®
e The launch of the Wales Bio-energy Action Plan.?%

® As precursor to a full strategic environmental assessment?' the completion of
the first phase of the marine energy environmental data capture exercise in
Welsh waters.

196 http://www.cardiff.ac.uk/archi/lcri.php

197 http://wales.gov.uk/topics/planning/policy/tans/tan8

198 http://www.ensg.gov.uk

199 http://wales.gov.uk/consultations/environmentandcountryside/wastestrategy

200 http://wales.gov.uk/consultations/closedconsultations/environment/bioenergyactionplan
201 http://www.decc.gov.uk/en/content/cms/news/pn052/pn052.aspx



Chapter 8: 199
Implementation

¢ |n addition, the Assembly Government will publish on 16 July 2009 a strategic
Ministerial Statement on marine energy, outlining the enormous resources for
marine energy in \Wales and the initial actions required to accelerate their
exploitation in an environmentally acceptable way.

8.32 A comprehensive energy strategy for Wales will be produced later in 2009,
within strong sustainable development and climate change policy strategic
frameworks.

Role of Regions

8.33 The nine English Regional Development Agencies (RDAs) have an important role
to play in taking forward the implementation of Regional Strategies in their
regions. The RDAs are well placed to contribute to renewable energy priorities by:

¢ Providing regional leadership in preparing and delivering single integrated
regional strategies (see Chapter 4);

¢ Maximising business opportunities through support for the energy and
environment technologies sector, skills and supply chain development, inward
investment and critical energy infrastructure (see Chapter 4 and Chapter 7);

e Supporting low-carbon innovation through research and demonstration for new
and emerging technologies (see Chapter 5);

e Supporting businesses through Business Link and related services; and

¢ Developing the market for renewable technologies through sustainable
investment and procurement activities.

Role of Local Authorities

8.34 Local Authorities have a key role to play in ensuring the UK meets its targets for
renewable energy. Local government plays various roles — as consumers of
energy, planners, economic regenerators, housing providers, community leaders
and convenors of local partnerships. Each role provides a platform for promoting
renewable energy supply:

¢ | ocal Authorities can have a substantial and positive influence on delivering
renewable energy and securing greater energy efficiency, including through
their responsibilities for planning, transport and waste management. For
example, through their forward planning and management of proposals for new
development they are key to getting the infrastructure in place to supply and
deliver renewable energy; in planning the right development for the right
location they can encourage less travel; and through their transport planning
they can help secure more sustainable transport options.
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Through the ownership and management of public land and property, local
councils can act as beacons of excellence through their use of renewable
energy;

¢ | ocal Authority Leaders’ Boards will work in partnership with regional
development agencies to prepare revisions to Regional Strategies (see
Chapter 4);

e As major energy consumers, local councils and their local public sector partners
can influence the supply chain, for instance by entering into long-term supply
contracts;

¢ As the providers of grants and through their investment in local economic
regeneration, local councils can facilitate access to finance for renewable
energy companies;

¢ As community leaders, local councils can work with communities to build
understanding and acceptance of renewable energy and help galvanise
communities to use energy more efficiently.

Governance

8.35 We will oversee delivery of the target and progress towards 2020 through a

high-level delivery board, which will include representatives of Devolved
Administrations and major stakeholder groups. This delivery board will be chaired
by senior officials from the Department of Energy and Climate Change (DECC)
and supported by an official-level project board, which will report directly to DECC
Ministers. Below this over-arching delivery board, there will be a range of
governance arrangements for specific aspects of the strategy.

Renewables deployment

8.36 The Office for Renewable Energy Deployment (ORED), which will be part of

DECC, will have the objective of significantly ramping up the deployment of
established renewable energy technologies to meet the UK target by addressing
delivery issues such as planning and the supply chain (see Chapter 4). The Office
will report to Ministers on progress towards meeting the UK'’s target. ORED will
be advised on deployment issues by the Renewables Advisory Board (RAB)
which provides impartial and authoritative advice to the Secretary of State for
DECC (see Box 8.1).

8.37 To ensure that key stakeholders are involved there will also be specific

governance arrangements supported or overseen by ORED including:

¢ A Renewables Deployment Task Force, which will be responsible for
overseeing the regional and local planning aspects of the Strategy;
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e An Environmental Issues Project Board, including the Statutory Advisors, which
will enable more effective management of the environmental issues related to
the deployment of renewable energy;

e Ofwid, the Offshore Wind Delivery Board, co-chaired with The Crown Estate,
which will oversee work to enable the step change required in offshore wind
deployment;

¢ The Aviation Management Board through which key aviation interests will work
to mitigate the impacts of wind on aviation.

Financial incentives

8.38 The Renewables Financial Incentives Programme Board will oversee work on
financial incentives.

Electricity grid

8.39 The Electricity Networks Strategy Group (ENSGQ) is a high-level forum, chaired
jointly by DECC and Ofgem, with the broad aim of identifying and co-ordinating
work to address strategic issues that affect the transition of electricity networks
to a low-carbon future. Separately, a DECC/Ofgem Project Board oversees the
establishment and implementation of the offshore transmission regime.

Severn tidal power

8.40 A study of the feasibility of exploiting tidal power in the Severn estuary is being
carried out by a cross-Government team led by DECC and including
representatives of the Welsh Assembly Government and the South West
Regional Development Agency. This board feeds into an ad hoc Ministerial Group
chaired by the Secretary of State for DECC. A Technical and Engineering Expert
Panel has been appointed to peer review the technical outputs of the feasibility
study and provide independent engineering advice; a Strategic Environmental
Assessment Steering Group guides and comments on the process of the SEA.

Renewable transport

8.41 The Department for Transport is setting up a project board for implementing the
renewable transport target in the Renewable Energy Directive and the provisions
of the Fuel Quality Directive.

Waste policy

8.42 The Waste Programme Board will oversee implementation of the Strategy’s
provisions for generating energy from waste. It aims to drive delivery of the
Waste Strategy for England 2007 by providing support, advice and direction to
government and delivery organisations on the sustainable management of waste.
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Box 8.1: Renewables Advisory Board

The Renewables Advisory Board (RAB) was set up in 2002 to provide advice to

the Government on a wide range of renewable energy issues. The board is an
independent, non-departmental public body sponsored by DECC, which brings
together Government Departments, the renewables industry, academia and the
unions. The board is chaired by the Secretary of State, DECC, and is composed of 12
official-level members and 18 appointed members, selected from all sectors of the
renewables industry.

RAB provides the Secretary of State with independent, impartial and authoritative
advice and specific recommendations on policies, programmes and measures, to
improve Government understanding of the obstacles and opportunities for renewable
technologies in the UK.

Each year, the Board reviews future policy issues and devises the tasks that it will
undertake over the next 12 months. For 2009, RAB is concentrating on providing the
Secretary of State with advice on delivery of the UK’s 2020 target.

Better Regulation

8.43 We wiill take forward the proposals and further work set out in the Renewable
Energy Strategy in accordance with the principles of better regulation. In keeping
with the Government'’s agenda for improving regulation, we will use the economic
principles for selecting and designing renewables policies to reduce the emissions
of carbon dioxide and other greenhouse gases that are set out in our publication,
Making the right choices for our future: An economic framework for designing
policies to reduce carbon emissions.?*?

Action Plan for Delivery

8.44 Annex 2 summarises our action plan for delivering the Renewable Energy
Strategy.

8.45 Many of the policies set out in this strategy are subject to Parliament and to State
Aid rules.

202 DECC and Defra (2009): ‘Making the right choices for our future: An economic framework for designing
policies to reduce carbon emissions’
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2009

End-2009

Member States publish a forecast document, setting out
estimates of their level of potential for joint projects, and any
excess in renewable energy or demand for renewable energy
from other Member States

31 December
2009

Commission report on sustainability of biomass used for heat
and electricity, with proposals for legislation if required

2010

1 April 2010 New Feed-In Tariffs scheme and reformed Renewables
Obligation in place

30 June 2010 Member States publish their national action plans, setting out
how they will meet their targets

June 2010 New offshore transmission regime goes live

2010 New long-term transmission access rules introduced

2010 Infrastructure Planning Commission set up and National Policy
Statements finalised

5 December Deadline for transposition of the Directive

2010

31 December
2010

Commission report reviewing the impact of indirect land use
change on greenhouse gas emissions from biofuels

2011

1 April 2011

New Renewable Heat Incentive scheme in place

31 December
2011

Member States submit their first report on progress under the
Directive

2012

2012 Commission produces first reports on progress under the
Directive and on the calculation of greenhouse gas impact and
on measures taken to respect the sustainability criteria

End-2012 End of first period of the indicative trajectory (4% in 2011-12)
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2013

31 December
2013

Member States submit second report on progress

2014

2014 Commission produces second reports on progress under the
Directive and on the calculation of greenhouse gas impact and
on measures taken to respect the sustainability criteria

End-2014 End of second period of the indicative trajectory (5.4% in

2013-14)

31 December
2014

Deadline for Commission to review the 10% transport target and
the wider operation of the Directive

2015

31 December
2015

Member States submit third report on progress

2016

2016 Commission produces third reports on progress under the
Directive and on the calculation of greenhouse gas impact and
on measures taken to respect the sustainability criteria

End-2016 End of third period of the indicative trajectory (7.5% in 2015-16)

2017

31 December
2017

Member States submit fourth report on progress

2018

2018 Commission produces fourth reports on progress under the
Directive and on the calculation of greenhouse gas impact and
on measures taken to respect the sustainability criteria

2018 Commission presents a renewable energy roadmap for the
post-2020 period

End-2018 End of fourth period of the indicative trajectory (10.2% in
2017-18)

2019

31 December
2019

Member States submit fifth report on progress
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2020

2020 15% of UK energy to come from renewable sources

2020 Commission produces fifth reports on progress under the
Directive and on the calculation of greenhouse gas impact and
on measures taken to respect the sustainability criteria

2021

2021 Commission produces report reviewing the application of the

Directive

31 December
2021

Member States submit final report on progress
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The majority of respondents agree with the assessments and proposals set out in the
consultation on most issues, in particular regarding carbon dioxide emissions and
security of supply, but also on environmental and energy market issues. When asked
at an overall level, there were more than four times as many expressing agreement
with the general approach as disagreement, albeit that for most that support was
conditional. The most frequently mentioned proviso was to stress the urgency with
which change is required.

A consistent point of consensus was that the Government could be doing more on all
of the issues raised (investment in training and research and development and offering
financial incentives were recurring themes to many of the issues). Engendering
community support and tackling air quality were the only two issues where many
respondents thought non-governmental parties had much of a role to play alongside
the Government. Some areas of action for Government prompted by the

consultation are:

e Offering greater business certainty when designing policies to meet the 2020
renewable energy target (as a priority over the need for flexibility);

¢ Tackling the energy efficiency of buildings (through new building regulation and
through incentivising retrofit, especially insulation, through financial incentives and
feed-in tariff schemes), appliance efficiency and raising public awareness and buy-in;

¢ Protecting the security of the UK's electricity supply by focussing on smart metering
and improved storage capacity and avoiding too heavy a reliance on wind energy;

¢ Reducing the constraints on renewable development arising from grid issues,
predominantly addressing improving access to the grid and expansion of the
network;

203 Full report available at http://decc.gov.uk/en/content/cms/consultations/cons_res/cons_res.aspx
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e Addressing supply chain issues by pre-empting any future skills gap with investment
in training;

¢ Providing further support for small-scale renewable electricity, a large proportion
advocating feed-in tariffs as the most appropriate mechanism; overall agreement
with the Government's current position that it should not introduce statutory targets
for microgeneration at this stage in its development;

e Doing more to meet the potential of renewable heat. Whilst there is no consensus
on what that action should be, some spoke of the role that Local Authorities could
play in this regard and some of regulation to ensure that Combined Heat and Power
Is adequately incorporated into new builds;

e Addressing biomass sustainability concerns with proper land evaluation and by
ensuring bioenergy crop production does not encroach on land for food crops; whilst
overall projections for the biomass market tend to be positive, they are less so when
regarding the future for biomass imports;

¢ Taking further regulatory measures on waste sorting to discourage the landfill of
biomass waste;

e Simplifying and clarifying the planning system and making it operate more swiftly in
order to facilitate renewable deployment;

¢ Improving the recharging infrastructure for electric/hybrid vehicles.

There is very strong support for retaining the Renewables Obligation as the prime
support mechanism for centralised renewable electricity, although one in seven
suggest changes be made to the RO in light of the EU targets, such as extending the
end date to 2038 or longer, introducing a standard length of time under which projects
get RO support for 20 years or more, and supporting headroom and grandfathering.

Asked about incentivising renewable and low-carbon transport in a sustainable and
cost-effective way, respondents’ focus revolved around biofuels, electric/hybrid
vehicles and, to a lesser extent, public transport. Whilst most can see the potential for
impact from encouraging uptake of electric/hybrid transport, most do not predict an
impact prior to 2020.

Relatively few issues were met with majority disagreement:

¢ Most respondents do not support the deployment of any of the UK's renewable
energy targets in other countries;

¢ A slim majority of respondents disagree with the Government’'s assessments of the
potential of different renewable electricity technologies, there being a body of opinion
that marine energy, solar energy and hydrogen storage have been underemphasised
at the expense of wind energy;

e A very small majority do not see a Renewable Heat Obligation as workable (whereas
a Renewable Heat Incentive is seen as viable);
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¢ \Whilst more respondents acknowledge the potential of the off gas grid market than
reject this idea, a very slim majority do not wish to see off grid prioritisation, mostly
because they see this as too narrow a focus and wish to see renewable heat
encouraged both on and off grid;

e The analysis of energy prices was disputed, with some querying the cost
assumptions in the proposal; the analysis of fuel poverty and the economy divided
the response between those agreeing and those disagreeing;

¢ \ery few addressed the issue of putting in safeguards to limit the potential cost of
feed-in tariffs for small-scale electricity generation. Of those who did, the majority did
not support safeguards, and there was opposition to limitations on either the overall
number of new installations in a given period or on newly installed capacity in a given
period. Respondents did support prioritisation being given to those in fuel poverty.



WHO
DECC

DECC

DECC

OGC

DFT

DECC
DECC

DECC
DECC
DECC

WHAT

Announce further details on £4 billion of
lending from European Investment Bank

Consult on changes to the Renewables
Obligation (RO) and the design of the Feed-In
Tariffs (FITs)

Consult on the design of the Renewable Heat
Incentive (RHI)

Pursue setting up Power Purchase Agreements
directly between public bodies and generators
for a percentage of the electricity volumes
consumed by the public sector

Consult on draft legislation to amend or
replace the existing Renewable Transport Fuel
Obligation, with legislation expected to take
effect in December 2010

FITs up and running

Changes to RO in force (except any revenue
stabilisation mechanism)

RHI up and running
First planned review of RO bands completed

Earliest effective date for any mandatory RO
revenue stabilisation scheme

WHEN
July 2009

Summer
2009

Late 2009

Late 2009

Early 2010

April 2010
April 2010

April 2011
April 2013
April 2013
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SEE PAGE
53

55-59;
63-64

63

58-59

60-61

65
54-57

65
55
58
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WHO WHAT WHEN SEE PAGE
DECC/MOD and Deliver the Aviation Action Plan Ongoing |89
industry

CLG Consult on extending the use of permitted 2009 77

development rights for small-scale
renewables to business and public services

DECC Set up an Expert Support Network for Summer |85
planners on renewable energy 2009

DECC and CLG Introduce hands-on support to Local 2009 85
Authorities on renewables planning issues

DECC Consult on the new National Policy Autumn 75
Statements for energy planning 2009

CLG Establish a demonstration project to 2009 77

encourage the wider use of Planning
Performance Agreements to improve the
planning process for renewables

CLG Review Planning Policy Statements (PPSs) on Late 2009 76
Climate Change and Renewable Energy and
consult on a combined climate change PPS

DECC Provide support and guidance, including a Late 2009 |79
consultation, to English Regions and Local
Authorities on how to assess renewable
energy potential

DECC and Agree approach to assess renewable energy | Late 2009 |79
Devolved potential in the Devolved Administrations

Administrations

DECC Set up a new Ministerial Renewables Late 2009 |36

Deployment Taskforce to bring coordination
and leadership to regional and local delivery
of the targets in England

The Crown Award Zone Development Agreements to Late 2009 |83
Estate developers under Round 3

DECC Publish new National Policy Statements 2010 75
Defra Introduce the Marine Management April 2010 |83

Organisation

CLG Introduce Infrastructure Planning Commission 2010 73



WHO
CLG

WHO
DECC

DECC and EU
Skills

DECC and the
Wind Industry

DECC and EU
Skills

DECC and BIS

WHAT

Introduce new regulations on extending
the use of permitted development rights
for small-scale renewables to business and

public services

WHAT

Set up the Office for Renewable Energy
Deployment (ORED) with a clear remit to
address barriers to deployment and stimulate

investment

Develop the National Skills Academy for

Power

Develop a skills and training strategy for wind
energy and marine renewables

Undertake comprehensive review of skills for
renewables and develop a Renewable Skills

Strategy

Provide £120 million to support a step change
in the development of offshore wind in the

UK
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WHEN
April 2010

WHEN
July 2009

Early 2010

Early 2010

April 2010

By 2011

SEE PAGE
76

SEE PAGE
70
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WHO

Ofgem

DECC

DECC

DECC and
Ofgem

DECC

DECC & BIS

DECC

WHO

Defra

DfT

DECC in
partnership with
Ofgem, National
Grid and Gas
Distribution
Network
Owners

Committee on
Climate Change

WHAT

Launch a new enhanced investment
incentives regime for network operators

Consult on a National Policy Statement on
networks infrastructure

Publish Smart Grid Vision

Fully implement a new offshore transmission
regulatory regime to connect offshore wind in
the most cost effective and efficient manner

Implement reforms to the transmission
access regime for onshore

Provide a further £6 million to supplement the
work already underway on the development
of a smart grid

Publish new Smart Grid Policy Route Map

WHAT

Publish a toolkit for Local Authorities to help
them make public announcements on waste
policy and communicate more effectively

Develop and publish a comprehensive
cross-Government biofuels research and
development strategy

Publish guidance to the GB gas regulatory
regime for potential investors in biomethane
injection

Report on the scope to use biofuels in
aviation

WHEN

2009-2010

Late 2009

Late 2009

June 2010

June 2010

2010

2010

WHEN
July 2009

Summer
2009

Summer
2009

Late 2009

SEE PAGE
100

100

102
101

97-98

102

102

SEE PAGE
123

117

126

127



WHO

DECC with input

from Defra

DECC

Forestry
Commission
and Forestry
Research

The
Environment
Agency, the
Waste and
Resources
Action
Programme
(WRAP) and
Industry

European
Commission

DECC, Defra and

the National

Non-food Crops

Centre

Defra (UK
Government)

DfT, DECC and

partners

Defra

WHAT

Consult on whether to limit the Renewable
Heat Incentive only to operators of biomass
boilers under 20 MW size which meet
emissions standards

Consult on a sustainability reporting
requirement for the Renewable Heat Incentive
and Feed-in-tariffs in Great Britain. These
consultations and the consultation on
changes to the RO will include our approach
to reporting on by-products and wastes

Publish an implementation plan for the
Woodfuel Strategy

Develop a standard for digestate from
anaerobic digestion and a Quality Protocol

Publish a report on the sustainability of
biomass for heat and power, with proposals
if appropriate

Develop a web-based portal to act as a first
point of contact for advice on anaerobic
digestion

Consult on the scope for banning certain
materials or kinds of waste from landfill

Consult on options for meeting the transport
target

Provide up to £10 million additional funding
for new composting and anaerobic digestion
facilities
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WHEN
2009

2009

2009

Autumn
2009

Late 2009

Late 2009

December
2009

Early 2010

March
2010

SEE PAGE
121-122

113

107

110

112

110

109

123
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WHO

Defra and
Industry

Defra

HETAS,
Woodfuel

industry and
DECC

CLG

DECC

DECC

European
Commission

DfT and partners

The Health and
Safety Executive
in partnership

with DECC

DECC

DECC and

Defra, alongside

industry and
other key
stakeholders

WHAT

Report on progress on designing equipment
and methodologies to enable the biomass
content of solid recovered fuel to be
determined cost-effectively

Implement a solid recovered fuel grant
scheme (subject to state aids clearance)

Run a pilot for fuel quality criteria with the
wood-fuel supply industry

Publish revised guidance to part J of the
building regulations covering biomass

Increase planting grants under the Energy
Crops Scheme, to 50% of establishment costs

Consult on exempting biomethane producers
from the need to hold a Gas Transporters’
Licence

Report on and, if appropriate, develop a
methodology for accounting for Indirect Land
Use Change

Conclude research into the indirect effects of
biofuels and use this work to influence the
European Commission’s report into Indirect
Land Use Change

Consider whether certain statutory
requirements for the quality of gas in the
grid might be adjusted, in order to help
biomethane injection, without compromising
safety

Provide funding for a £1.5 million three-year
research project to examine the feasibility of
Short Rotation Forestry as a viable renewable
energy source within England

Work with industry and other key
stakeholders to introduce emission standards
for biomass heating boilers under 20MW
size which are not currently covered by other
legislation

WHEN
April 2010

April 2010

2010

2010

2010

2010

December
2010

2010

2010

2011

2011

SEE PAGE
124

124

118

122-123

107

126

117

117

126

107

121



WHO

DECC, Defra and

WRAP

WHO
TSB

Carbon Trust

DECC, SWRDA,
WAG

DECC, SWRDA,

WAG

Carbon Trust

DECC

DECC

DECC and BIS

DECC and TSB

DECC and BIS

DECC and
partners

WHAT

Provide around £10 million for the Anaerobic
Digestion Demonstration Programme

WHAT

Provide £140 million of coordinated support

for research, development and demonstration

in low carbon vehicles

Fund up to £6 million in the Carbon Trust's
Advanced Bioenergy Directed Research
Accelerator

Announce and begin development of
proposals for new innovative Severn tidal
technologies

Announce shortlist of potential Severn tidal
power projects

Provide support from the Offshore Wind
Accelerator to reduce costs and address

foundations, wake effects, electricals and
access/egress by boat

Form a more collaborative working
arrangement between low carbon funding
bodies to help accelerate technology
development

Extend the Marine Renewables Deployment
Fund into the next spending period

Double support for the proposed Wave Hub
project in Cornwall, providing £9.5 million

Launch the Energy Knowledge Transfer
Network to promote collaboration and
knowledge sharing between developers

Provide up to £10 million to support the
South West's potential for wave and tidal
innovation

Provide an additional £8 million to expand
the in-sea stage resting facilities at EMEC in
Orkney

WHEN
2011

WHEN

Ongoing

Ongoing

July 2009

July 2009

Summer
2009

Summer
2009

Summer
2009

Autumn
2009

Autumn
2009

Autumn
2009

Autumn
2009
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SEE PAGE
110

SEE PAGE
140

148

134

134

144

140

143

143

140

143

143
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WHO

NaREC and
partners

DECC

DECC and
partners

DECC

DECC, SWRDA,

WAG

DECC

DfT

WHO

DECC and
Carbon Trust

DECC

DECC

DECC

WHAT

Invest up to £10 million in NaREC in the
North East to build on and utilise existing
infrastructure for marine developers

Launch a £22 million Marine Proving Fund to
provide resting and demonstration of devices

Develop a shared vision of the potential
technology and infrastructure requirements to
support a 2050 low-carbon society

Develop an Action Plan for considering the
framework of support for the deployment of
wave and tidal stream technologies

Consult on conclusions on Severn Tidal
Power Feasibility Study. Decide whether to
support a Severn tidal power scheme

Provide up to £6 million to explore the
potential for deep geothermal power in

the UK

Provide £250 million to create a scheme so
motorists will receive help worth between
£2,000 to £5,000 to buy electric and plug-in
hybrid cars. £20 million of this is to develop a
charging infrastructure framework

WHAT

Help public sector bodies identify the most
cost-effective renewable energy solutions

Monitor public awareness of, and attitudes
to, renewable energy through the ongoing
Renewable Energy Awareness and Attitudes

Research

Publish a toolkit to help renewable energy
developers provide benefits to the local
community

Provide £1 million a year increased
funding to Energy Saving Trust to improve
microgeneration advice and information

WHEN

Autumn
2009

Autumn
2009

Late 2009

Late 2009

2010

2010

2011

WHEN

Ongoing

Ongoing

July 2009

July 2009

SEE PAGE
143

143

139

143

134

145

146

SEE PAGE
170

171

154

157
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WHO WHAT WHEN SEE PAGE

DECC Fund new projects for community carbon July 2009 |164
savings under the Big Green Challenge

CLG Publish a summary of consultation responses | 2009 161
on the definition of zero carbon homes in the
summer, to be followed by a policy statement

Defra Provide £6.1 million to eight projects to 2009 165
support Greener Living

CLG Publish a further consultation on zero carbon 2009 161
non-domestic buildings

CLG Consult on amendments to the Building 2009 161
Regulations to reduce carbon emissions from

new homes (changes will come into force in
2010)

DECC Provide new funding to develop an online Late 2009 | 158
‘How to’ guide for community energy

DECC and CLG | Publish a Heat and Energy Saving Strategy, Late 2009 |167
including views on the appropriate delivery
model for low-carbon energy in households

DECC Encourage all public sector bodies to Late 2010 | 169
review their potential for on-site renewable
generation

DECC Provide up to £10 million for ‘Green villages, 2010 165

towns and cities’ to develop community-wide
plans in pilot locations

WHO WHAT WHEN SEE PAGE

DECC Issue Call for Evidence on measures to Late 2009 |[179
increase electricity security of supply,
including demand-side response
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WHO WHAT WHEN SEE PAGE

DECC Consult on changes to the Renewables Summer |193
Obligation to enable joint projects (trading), 2009
for electricity projects where the energy is
consumed in the UK

DECC Establish a project board to ensure delivery of | Summer 200
the target, which will report directly to DECC 2009
Ministers

DECC Publish a forecast document, setting out Late 2009 192

our estimated level of potential for joint
renewable energy projects

DECC Publish the UK national action plan, setting July 2010 190
out for the European Commission how we
will meet our 2020 target

All Government Ensure transposition of the Renewable December |203
Departments, Energy Directive 2010

led by DECC

DECC Publish the first national report to Late 2011 | 203

Commission on progress



AD
AONB
bbl
BEAT
BERR
BIS
BRE
BWEA
CAA
CCC
CCS
CEN
CERT

CHP
CLG
CO2
COSLA
CRC
DAs
DECC
Defra
DT
DNO
EIB
EMEC
ENs
ENSG

EST
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Anaerobic Digestion

Area of Outstanding Natural Beauty

Barrels of oil

Biomass Environmental Assessment Tool
Department for Business Enterprise and Regulatory Reform
Department for Business, Innovation and Skills
Building Research Establishment

British Wind Energy Association

Civil Aviation Authority

Committee for Climate Change

Carbon Capture and Storage

European Committee for Standardisation

Carbon Emissions Reductions Target — obligation on energy suppliers
to deliver energy saving measures

Combined Heat and Power

Department for Communities and Local Government
Carbon dioxide

Convention of Scottish Local Authorities

Carbon Reduction Commitment

Devolved Administrations

Department of Energy and Climate Change
Department for Environment, Food and Rural Affairs
Department for Transport

Distribution Network Operator

European Investment Bank

European Marine Energy Centre

European Standards

Electricity Networks Strategy Group — group chaired by DECC and
Ofgem looking at electricity network investment

Energy Saving Trust
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ETI
EU-27
EU ETS
FC

FCS
FCW
FEC
FITs

FREDS
G8

GB Queue
GDP
g/GJ
GHG
GMWDA
GOs

GW
GWh
HES
HETAS

HMRC
IFI

Invest NI
IPC

Km
kw
LCBP

LDO

LCIS

Energy Technologies Institute
The 27 EU Member States

EU Emissions Trading System
Forestry Commission

Forestry Commission Scotland
Forestry Commission Wales
Final Energy Consumption

Feed-In Tariffs — forthcoming GB financial incentive for renewable
electricity up to 5 MW

Forum for Renewable Energy Development Scotland

Group of eight major industrialised nations

The Great Britain Queue (for access to the electricity network)
Gross Domestic Product

Grammes per gigajoules

Greenhouse gas

Greater Manchester Waste Disposal Authority

Government Offices for the English regions

Gigawatts

Gigawatt hours

Heat and Energy Saving Strategy (to be published later this year)

Heating Equipment, Testing and Approval Scheme - a Body recognised
by Government to approve solid fuel heating appliances, fuels and
services

HM Revenue & Customs

Innovation Funding Incentive — Ofgem incentive mechanism to
encourage Distribution Network Operators to apply technical
iInnovation

Northern Ireland’s economic development agency

Infrastructure Planning Commission (to be introduced in 2010 following
the Planning Act 2008)

Kilometres
Kilowatts

Low Carbon Buildings Programme — provides grants for installing
microgeneration

Local Development Order — will allow local planning authorities to allow
new development without the need for individual planning applications

Low Carbon Industrial Strategy, published alongside this document
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MCA Maritime & Coastguard Agency

MCCIP Marine Climate Change Impacts Partnership

MCS Microgeneration Certification Scheme — independent scheme that
certifies microgeneration products and installers

MMO Marine Management organisation

MoD Ministry of Defence

MoU Memorandum of Understanding

MRDF Marine Renewables Deployment Fund — provides funding for marine
energy demonstration and research

MtCO, Million tonnes of carbon dioxide

Mw Megawatts

MWh Megawatt hours

MWth Megawatt thermal (unit to measure heat)

NaREC New and Renewable Energy Centre, based in the North East of
England

NDPB Non-Departmental Public Body

NERL National Air Traffic Services En Route Ltd

NESTA National Endowment for Science, Technology and the Arts

NGET National Grid Electricity Transmission, the GB system operator for the
electricity network

NGOs Non-governmental organisations

NNFCC National Non-Food Crops Centre

NOx Nitrogen oxide

NPS National Policy Statement — a suite of documents required under the

Planning Act 2008, which will help ensure decisions on energy
infrastructure are consistent

Ofgem Office of Gas and Electricity Markets (UK energy regulator)

Ofwid Offshore Wind Delivery Board

ORED Office for Renewable Energy Deployment — set up by DECC alongside
the publication of this Strategy

PAS Planning Advisory Service — service funded by CLG to help planning
deliver local priorities and outcomes

PDR Permitted Development Right

PFI Private Finance Initiative

PfR Partnerships for Renewables — set up by Carbon Trust Enterprises to

work with public sector bodies to develop and manage renewable
energy projects
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p/kWh
PM
PPA

PPA

PPS

RAB

R&D
RDAs
RES
RES
REZ

RFA
RHI

RO

ROCs

RPI-x@20

RS

RSPB
RSS
RTFO

SAP

SEA

Per kilowatt hour
Particulate Matter (emissions measurement)

Power Purchase Agreement — contract between an electricity
generator and a site owner

Planning Performance Agreement — enables Local Authorities to agree
with the developer a timescale and plan for reviewing the application

Planning Policy Statement — prepared by Government to explain
statutory provisions and provide guidance on planning policy

Renewables Advisory Board — advises the Secretary of State, DECC,
on renewable energy issues

Research & Development
Regional Development Agencies
Renewable Energy Strategy
Regional Economic Strategy

Renewable Energy Zone — area of sea which may be exploited for
energy production

Renewable Fuels Agency — administers the RTFO for the Government

Renewable Heat Incentive — forthcoming GB financial incentive for
renewable heat

Renewables Obligation — UK financial incentive for large-scale
renewable electricity

Renewables Obligation Certificates — certificates issued to renewable
electricity generators under the RO

Ofgem project to review the workings of the current approach to
regulating Great Britain's energy networks

Regional Strategies — strategies for the English regions covering both
economic and spatial planning, to be introduced under the the Local
Democracy, Economic Development and Construction Bill, subject to
Royal Assent

Royal Society for the Protection of Birds
Regional Spatial Strategy

Renewable Transport Fuel Obligation — a requirement for fossil fuel
suppliers to use renewable fuels e.g. biofuels in the UK

Standard Assessment Procedure — for the energy assessment of
dwellings

Strategic Environmental Assessment, under Directive 2001/42/EC ‘on
the assessment of the effects of certain plans and programmes on the
environment’



SET

SMEs
SRC
SRF
SRF
SSCs

TAR

TCPA
TGL
TO

TWh
TWh/y
UKAS
UK CIP
UKERC
UKTI
UN
WAG
WFD
WID
WRAP
ZDA
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Strategic Energy Technology plan — the EU’s high-level vision for
energy technology development

Small and Medium Sized Enterprises

Short Rotation Coppice — a form of woody biomass
Short Rotation Forestry — a form of woody biomass
Solid Recovered Fuel — waste recycled for energy

Sector Skills Councils — 25 UK employer-driven organisations designed
to build a skills system that is driven by employer demand

Transmission Access Review — joint BERR-Ofgem review of the
framework for connecting renewable generation to the grid, published
June 2008

Town and Country Planning Act 1990
Tidal Generation Ltd — supplier of tidal turbines

Transmission Owners — National Grid, Scottish Power Transmission Ltd
(SPT) and Scottish Hydro Electric Transmission Ltd (SHETL)

Terawatt hours

Terawatt hours per year

United Kingdom Accreditation Service
UK Climate Impacts Programme

UK Energy Research Centre

UK Trade & Investment

United Nations

Welsh Assembly Government
Waste Framework Directive

Waste Incineration Directive

Waste Resources Action Programme

Zone Development Agreement — awarded by The Crown Estate to
developers under Round 3
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Our lead scenario to meet the 2020 renewable energy target of 15% of our energy to
come from renewable sources is described in Chapter 2. In assessing the relative
strengths and weaknesses of various scenarios to meet the target, we needed to
balance several important factors, shown in Box 1, as well as consider the analysis of
what is achievable in each sector.

The large-scale electricity sector is the most advanced in terms of its current
deployment of renewable technologies, therefore the barriers to further deployment
are relatively well known. But a higher contribution from intermittent wind generation
might present greater risks to security of supply from their deployment, and can cause
high and volatile peak prices. Moreover, carbon savings in this sector will not contribute
to UK carbon budgets as they are capped in the ETS.

In the heat sector, our current analysis indicates that renewables could contribute
between 8.5% and 12% of heat demand. A 12% effort level could however require
stretching growth rates.?% Recognising on-going work on the potential contribution
from renewable Combined Heat and Power, as well as the fact that heat is one of the
most cost-effective sectors the higher bound of this range was chosen.

In our lead scenario, 10% of transport energy comes from renewable sources.
This reflects the 10% ‘sub-target’ for transport as set out in the Renewable Energy
Directive. Because of the existing uncertainty surrounding biofuel sustainability, we
have not assumed a greater contribution from transport at this stage.?%®

We wanted to encourage the deployment of small-scale renewable electricity
technologies so that communities and individuals could make an active contribution to
the renewables target and to our longer-term carbon goals. The scenario recognises
that these are relatively expensive options compared to other renewable technologies,

204 NERA/AEA (2009): ‘The UK supply curve for Renewable Heat’

205 The feasibility of reaching the 10% transport sub-target whilst ensuring sustainability will be subject to review
by the European Commission by the end of 2014
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and that deployment is from a very low base so the scope for this sector to contribute
is naturally limited.

The lead scenario does not assume a role for trading (meeting part of the target
through supporting deployment abroad, as is permitted under the Renewable Energy
Directive). Chapter 8 sets out our policy on trading in more detail.

1. Cost and consumer prices: Our analysis estimated the overall resource and subsidy
costs as well as the impact on consumer bills.?%¢

2. Security of supply: We have considered the impact on the electricity grid of
intermittent renewable technologies such as wind, the requirement for fossil fuel
back-up, and the impact on investment signals. We have also considered the impact
on other forms of electricity generation such as clean coal (CCS) and nuclear to ensure
diversity of supply.

3. Carbon savings: Additional carbon savings arising from the Renewable Energy
Strategy will come primarily from the heat and transport sectors, as the large-scale
electricity sector already trades in the carbon market and is capped under the EU
Emissions Trading Scheme.

4. Risks of deployment: We considered the risks to achieving different deployment
rates across sectors, the barriers that need to be overcome, and supply chains that
need to be built up. Some sectors are starting from a very low base and face relatively
untested risk to future rollout

5. Future proofing: We wanted to ensure that, as far as possible, the lead scenario is
in line with the energy mix, and necessary level of community engagement needed to
meet our longer-term low-carbon goals.

6. Sustainability impacts: We considered the environmental concerns surrounding
certain biofuels which constrain the ability of transport to deliver their share of the
target. Sustainability is also a consideration for the availability of solid biomass for
heat and power.

7. Investor confidence: We aim to ensure that the signals that the scenarios give to
investors are credible, transparent and enable them to plan for the longer term.

206 Redpoint/Trilemma (2009): ‘Implementation of the EU 2020 Renewables Target in the UK Electricity Sector:
RO Reform’, NERA / AEA (2009): ‘'The UK supply curve for Renewable Heat' and Element/Pdyry (2009):
‘Design of a Feed-In Tariff for sub-5 MW electricity in GB’
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