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‘MEETING THE ENERGY CHALLENGE’ 2007 ENERGY WHITE PAPER

	For Information/Discussion

The Government’s 2007 Energy White Paper was released in May.   




Background

1. In the wake of the 2006 Energy Review, the Government’s Energy White Paper Meeting the Energy Challenge lays down the UK’s domestic and international goals for energy policy.  Building on the content of the 2003 White Paper, the new document makes firmer commitments on climate change and energy security, as well as suggestions to improve the planning system to facilitate necessary changes.  The key elements of the strategy are:

· Establishing an international framework to tackle climate change;

· Providing legally binding carbon targets for the UK economy;

· Achieving fully transparent international markets;

· Encouraging energy savings through better incentives and information;

· Providing more support for low carbon technologies; and

· Ensuring the right conditions for investment. 

2.
The following sections constitute the main strands of the White Paper as detailed in the Executive Summary.

Saving Energy

3.
The starting point for the White Paper is saving energy.  The Government are broadly supportive of the EU’s proposals to save 20% of EU energy consumption through improved energy efficiency by 2020.  This will be achieved in business through Climate Change Agreements, the EU ETS and the introduction of a mandatory cap and trade scheme, the Carbon Reduction Commitment.  In households, the Government has reaffirmed its commitment to make all new homes zero carbon as soon as practically possible.  On top of this is the vision to see all housing stock achieve their energy efficiency potential.  By the end of the next decade all householders will have been offered help to adopt energy efficiency measures.  The Government has also pledged to introduce Energy Performance Certificates as an incentive for householders to improve their home’s efficiency
Clean Energy Supplies

4.
While saving energy is the primary goal, energy demand will continue to grow as the economy prospers.  There is a need to meet this demand through cleaner supplies of heat, electricity and transport fuels. 

5.
The Government has recognised the importance of decentralised or, distributed generation.  This will be in the form of microgeneration, district heating schemes, CHP or biomass fuelled heating.  Other steps being taken include implementation of the Microgeneration Strategy and measures to encourage deployment of CHP locally. 

6.
As older large-scale generation plants close, companies will need to make significant investments in cleaner technologies to comply with the Large Combustion Plants Directive (LCPD) 

7.
Renewables will be key to future energy policy.  The Government has targets to see renewables grow as a proportion of our electricity supplies to 10% by 2010.  The Renewables Obligation is the main mechanism for achieving this, and the White Paper confirms the intention to strengthen this mechanism, increasing the obligation up to 20%.

8.
Fossil fuels will still be a key component of a diverse electricity generation mix, regardless of the contribution made by renewables.  In recognition of this, the 2007 Budget announced the launch a competition to demonstrate commercial scale CCS on power generation in the UK.  The competition will launch in November 2007 with the aim of having a working demonstration up and running early in the next decade.

Security of Supply

9.
The UK faces two major supply security issues: our increasing reliance on imported oil and gas; and our requirement for substantial private sector investment over the next two decades.  There is also a need to manage the potential risks associated with higher imports of fossil fuels.  

10.
The White Paper addresses the risks to security of electricity supply and the need for substantial new investment in power stations and infrastructure in the following ways:

· Encouraging the development of low carbon generation capacity and stimulating investment.

· Preparing new guidance to assist those considering investment in electricity generation.

· Ofgem’s transmission price control on distributed networks to allow new investment in ageing infrastructure. 

Fuel Poverty 

11.
The strategy contained within the 2007 White Paper is designed primarily to benefit all UK consumers, but there is a need to consider the social implications of the policy as well.  The goal remains to ensure that every home is adequately and affordably heated.  A range of policies has been put in place to help achieve this, including the Warm Front programme and the Winter Fuel Payment.  The White Paper commits to target existing assistance better, to make sure those who are entitled to it receive it.  The next steps will be set out in the UK Fuel Poverty Strategy Fifth Annual Progress Report due in summer 2007.

Delivery

12.
Some of the measures contained in the White Paper do not require legislation and can be taken forward over coming months.  Others will require further consultation and legislative changes.  Where this is the case, there will be close coordination with the development of the Climate Change Bill.

13.
The policies will be further developed in light of the implementation of the EU’s Strategic Energy Policy, Phase II of the EU ETS and the implementation of the EU greenhouse gas and renewable energy targets.

14.
In late 2007 there will be a review of major climate change instruments to ensure there are no unnecessary duplications, inconsistencies or conflicts between existing regulatory regimes  


Implications for the Region

15.
Local authorities have a key role to play in helping meet Government energy policy goals both in their own functioning and in the reduction of carbon emissions in their communities.  The Carbon Reduction Commitment (CRC), originally put out to consultation as the Energy Performance Commitment, is a mandatory cap and trade emissions trading scheme for all UK organisations with annual electricity use in excess of 6,000MWh.  The scheme will cover most LAs in our region, and will help the public sector deliver its carbon reduction targets.  

16.
The consultation on CRC returned views that were largely supportive of a mandatory rather than voluntary scheme.  The Government will seek enabling powers under the draft Climate Change Bill to introduce these new arrangements. 

17.
Through its commitment to renewable energy, the White Paper gives additional support to the development of a biomass and biofuels sector within the region.  By strengthening the Renewables Obligation, the Government aims to stimulate research and investment in established and developing renewable energy, thus increasing the percentage contribution made by renewables to the grid. 

18.
The Government has recognised that planning is one of the major constraining factors in the deployment of renewables.  The sensitive environments of the Yorkshire and Humber Region are particularly vulnerable to this kind of pressure.  In December 2006 a Planning Policy Statement on Climate Change was put out to consultation with the aim of highlighting to planners the national need for renewable technologies.  Recognising the particular difficulties faced by renewables in securing planning consent, the Government will:

· Underline that applicants will no longer have to demonstrate either the overall need for renewable energy or for their particular proposal to be sited in a particular location;

· Encourage planners to create attractive environments for innovation; and

· Give clear steer to planning professionals and local authority decision makers.

19.
Working closely with Government Office and the Regional Assembly, Yorkshire Forward will play a key role in taking forward the implementation of this White Paper at the regional level.  Already, RDAs contribute to energy goals through the implementation of their respective regional economic strategies.  This is demonstrated by:

· Maximising UK business opportunities that arise through sector and supply chain support

· Supporting the development of essential energy infrastructure and skills

· Supporting low carbon innovation through research and demonstration

20.
The EWP commits RDAs to:

· Set carbon reduction targets in their corporate plans and publish an estimate of the carbon they expect to save from their policies and programmes by 2010 and 2020

· Set out, by December 2007, which energy technologies they intend to prioritise and support over the next ten years

· Ensure that all regeneration projects (from December 2007) and other developments for which RDAs provide funding or land meet carbon emissions standards significantly in advance of those required by Building Regulations alone (e.g. at least 10 BRE Environmental Assessment Method (BREEAM) carbon credits).  This includes commercial developments not covered in the code for sustainable homes

Andy Horrocks, Policy Manager Strategy Integration and Sustainable Development

12 June 2007
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