Energy Review – BWEA Informal Summary of Key Points

There should be a 200 page document available from 3:30pm at http://www.dti.gov.uk/energy/review/index.html 
Renewables Obligation (RO) and Targets
The Government’s plan is to create a strengthened RO package with long term certainty thereby stabilizing investment with no wild market swings.  Change is inevitable but Government do not want to threaten onshore delivery.  They want to maximize onshore delivery to 2010 and realize it is the key to meeting their 2010 target.  While maintaining onshore delivery into the next decade, Government want to ensure offshore wind is in a position to be deployed on a large scale from 2010 onwards.

The Green Paper key points:

· Government will extend the RO to 20% (when justified by growth in renewable generation) with a headroom post 2015
· Headroom will be at least 1% and will apply from 2015/16

· Headroom is confirmed in the paper but Government will be consulting on how it will be implemented and what the % should be
· Government will not go back on their 15.4% RO to 2015

· RPI link to RO will be removed in 2015/16, therefore RO becoming cost neutral to consumers going out to 2020 and significantly lowering political risk of RO

· This is more consistent with current 2015 promise to market

· Will consult to amend RO to deal with cliff edge

· Beyond 2020 and for the remaining lifetime of the RO, prices would tail off to 2027.  This is designed to take bankers risk off the table

· 20% remains a Govt ‘aspiration’ and not a firm target
· Strong commitment to carbon pricing in the UK through improving operation of the EU Emissions Trading Scheme
· There is a presentation of technology costs in the Annex which suggests onshore capex at £800k+ rather than BWEA’s evidence of £900k - £1million
· Offshore costs are suggested to be £1.5million.
A consultation on whether to band the RO is proposed for early September – this is a chance for industry to input.

· Government want a quick consultation on the principle of banding so as not to lead to a hiatus in development

· Banding would require primary legislation

· Government has made some assumptions but there are no figures as yet – they want a proactive dialogue with industry re costs and banding levels

· Banding may be a creation of something close to a feed in tariff
· ROC would be narrowly banded but there would still be some market risk

· Banding down likely for landfill gas and potentially for onshore wind

· Government know capex and regulatory costs have increased and want to sit down with industry, bankers etc – they have not assumed how bands would be set or how banding will work

· Government will be consulting industry on adjustment to the RO that helps offshore and emerging technologies deliver post 2010
· If the RO is banded, this would not take place until 2009/10 – probably 2010.  Govt will flag changes and give plenty of notice to investors and industry

· All projects operational before the 2009/10 banding deadline will be grandfathered and receive pre-banding ROC price for the lifetime of the project – this is designed to spur on onshore development from present – 2010

· Government may propose different banding levels for community schemes, small wind clusters, industry led schemes (e.g. Nissan, Pirelli) as they clearly want to encourage these types of projects

· Under a banding scenario, emerging technologies such as wave and tidal stream energy will be banded up

· Government want to incentivise offshore to build early, therefore while offshore will only be valued at 1 ROC until 2009/2010, any projects deployed early will automatically receive the higher banded ROC value from 2009/10 onwards

· Consultation early in 2007 to agree detail.

New Environmental Transformational Fund (See DEFRA Website)

· If there are allowances in the Emissions Trading Scheme (ETS) in the future, some additional resource will be provided and used to support renewables

· No information or figures are available on the ETFund or how it will be channeled into renewables

Grid

There is a detailed Annex on connection issues for renewable energy which:
· Proposes revisiting transmission standards and transmission Users System Charging

· Identifies intermittent renewables as the driving force behind the need for reinforced transmission infrastructure

· Proposes putting in place lower charges for intermittent renewables

· Proposes access reform and future arrangements for connecting.
Planning

Planning for energy infrastructure proposals are partly driven by nuclear but also gas and large scale wind farms.  There are a series of short, medium and long term measures proposed.  The focus is on decision times at local and national level and includes the following:
· Government publication of a ‘statement of need’ for renewables

· A new PPS on Climate Change to ensure renewables are firmly embedded into national planning policy

· Repetition and strengthening of PPS22 messages, especially re building integrated renewables (e.g. Merton policy and 10% onsite renewables)

· Generic guidance on Section 36 including information for developers on how to link up projects for grid infrastructure
· Acceptance that big projects and infrastructure go hand in hand and therefore a renewed focus on consenting for existing power lines

· Spring 2007 – new inquiry rules put in place to appoint high powered inspectors which could determine nuclear and large scale onshore developments
· The Scottish Executive and DTI should be aiming for 2 year S36 decision times. It is uncertain whether they will introduce targets for decision making or whether officials have been given directions or resources. There is nothing mandatory as Scotland has devolved powers
· The Barker Review on Planning and the Eddington Review on Planning and Transport both report in December 2006.  These reviews and the ER will bring about significant reform of the planning system, with the aim of improving the balance between local concerns and local planning authority intervention with the national energy need.

My main concern on the planning reforms is the time taken for them to be implemented.  Decisions must be made by December 2007 in order for projects to be built and contribute to the Government’s 2010 target.
