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ENERGY POLICY REVIEW
Recommendation

The Board is invited to NOTE this report and ENDORSE the points at Annex 2 as the key elements for subsequent development in SEEDA’s response to the Government’s Energy Review

Background

1
The Board has recognised the importance of energy in underpinning the region’s economy and has discussed evolving national and regional energy policy and its implications for the South East on several occasions, as part of developing energy policy for SEEDA.  The Board agreed broad principles for energy policy at its September 2004 meeting, and these have subsequently been applied by the executive.  In its role as national lead on energy, SEEDA has led two meetings of the High level Energy Group bringing together senior representatives of RDAs and relevant Government Departments.  While SEEDA’s policies are under further development in the current RES process, the Government has announced a Review of Energy Policy,  beginning with the launch of a consultation document on 23rd January, and reporting in Summer 2006. The present report is intended to inform the Board of the Review  process and terms of reference, and to highlight key issues for the South East.
2
The current basis for the Government’s Energy Policy is set out in the Energy White 
Paper (EWP), published in 2003 and since augmented by a range of more detailed 
policy statements and programmes, eg, for Carbon Abatement, Microgeneration, Low-
Carbon Buildings. 
3 
The Energy Review, while always planned as part of the Government’s programme, 
has been brought forward for a number of reasons, including the following:

(i)
UK gas output has declined faster than expected, and we have become a net 

importer sooner than envisaged;


(ii) 
Electricity and gas prices have risen markedly, increasing business costs (both 

in the UK and globally) significantly;

(iii) 
Global demand for energy has increased on a massive scale – China is already 

the world’s second largest consumer of energy, and its demand is increasing at 

some 15% per annum;

(iv) 
growing concerns, especially from UK business, over security of energy 


supplies, particularly in response to high gas prices this winter, and shortages

due to delays in expansion of the gas infrastructure; the Russia/Ukraine gas 

pipeline dispute was also perceived to emphasise the UK’s vulnerability, given 

the heavy reliance on imported gas at the heart of EWP policy for 2020;

(v)  
recognition that investment decisions which will shape much of the UK’s 


energy mix over the next 20 or 30 years will need to be taken in the next 5-10 

years, and that the Government needs to give the market the clarity necessary to 

ensure that those decisions reflect the overarching goals for reducing carbon 

emissions and achieving ‘reasonable’energy security.

Energy Review: Terms of Reference
4 
The Review will assess progress against the four goals set by the EWP 2003:
(i) to put the UK on a path to cut its carbon dioxide emissions by some 60% by 2050, with real progress by 2020;
(ii) to maintain the reliability of energy supplies (security of supply);

(iii) to promote competitive markets in the UK and beyond, helping to raise the rate of sustainable economic growth and to improve our productivity; and

(iv) to ensure that every home is adequately and affordably heated.

The Review will consider all options, including the role of current generating technologies (eg renewables, coal, gas and nuclear power) and new and emerging technologies (eg carbon capture and storage). The Review will also consider transport and the role of energy efficiency.
5 
The key questions identified by Government include: 
(i) how can we speed up progress in reducing carbon emissions, particularly through the way we generate electricity?

(ii) How can we develop more effective tools for securing energy efficiency?

(iii) How can we ensure we achieve reasonable reliability and security of energy supplies?


(iv) How can we achieve (i)-(iii) in a way which is affordable, and which does not damage our competitiveness, public finances and prosperity?

The Energy Minister has made it clear that the Review is not about finding a single 
solution to these challenges. Renewables, Energy Efficiency and carbon abatement are 
an important part of the mix. 
6   
The contribution from nuclear power, currently delivering 19% of our electricity 
nationally, is set to drop sharply, as the older Magnox stations are decommissioned; 
this is prompting Government to pose further questions:

(i) What would be the implications, for our carbon reduction targets, of a fall in  the nuclear share of the mix?;
(ii) What do the economics of nuclear power look like, given the sharp rises in oil and gas prices?

(iii) Can we develop a coherent and effective strategy for dealing with nuclear waste?
(iv) How safe is nuclear power?

The Government is also emphasising that whatever decisions are taken on nuclear power, it cannot be the only answer to our energy needs or our need to reduce carbon emissions. On the latter, electricity generation  accounts for only 30% of the UK’s total carbon emissions, with the domestic and transport sectors accounting for most of the remainder.
7   
Copies of the Government’s Energy Review Consultation Document, to be published 
on 23rd January, will be made available at the meeting. A draft SEEDA response to the 
Consultation will be brought to the Board’s March meeting for approval.

Graham Tubb

Head of Sustainable Development

01483 500709

Annex 1: Terms of Reference & Stakeholder Seminars

1
The Government will review the UK’s progress against the medium and long-term 
Energy White Paper goals and the options for further steps to achieve them. The aim 
will be to bring forward proposals on energy policy in 2006.

1 The Review will be informed by analysis and options drawn up by a Review Team, led by Energy Minister Malcolm Wicks. A team of officials drawn from key relevant departments and the Prime Minister’s Strategy Unit will be led by Paul McIntyre, Head of DTI’s Energy Strategy Unit. 

2 The Energy Minister plans to undertake extensive public and stakeholder consultation, including a series of regional stakeholder seminars. These will address the full range of energy issues, while devoting some time towards a specific theme for each region, as follows:


London
Delivering Investment


North West
Nuclear regulation


Midlands
Energy Efficiency


North East
Carbon Capture & Storage


South East
Security of Supply


South West
Carbon Pricing


Wales

Renewable Energy


Scotland
tbc


These seminars are being organised through Government Regional Offices; the South 
East seminar is scheduled for 16th February, time and venue to be confirmed; SEEDA 
will receive invitations from DTI shortly.
Annex 2:    Issues for the South East - which should be reflected in SEEDA’s response to 
       the Energy Review, and will be a key input to completing the review of the
Regional Economic Strategy
1 Security of Supply is an issue of major concern, particularly for the region’s businesses. In addressing this priority issue, which cannot be separated from the need to avoid the prospective ‘energy gap’, all options, including a new nuclear programme, must be considered.

2 Decommissioning of Dungeness A (2006) will result in a loss of nuclear-based generating capacity (550MW) and have a local economic impact. Dungeness B (1100MW, originally scheduled for decommissioning in 2008) has been given a 10-year extension. What are the prospects for siting new nuclear capacity at Dungeness, if a new national nuclear programme is initiated?
3 There is considerable regional capacity for renewables and the region has already adopted targets for installed renewables capacity (eg 1750MW by 2026). The pace of delivery of renewables capacity is however fairly slow, and its potential contribution, both towards meeting demand and enhancing security of supply is not being realised fast enough. This also has implications for market development and opportunities for South East companies in the energy sector. More Government support is needed to develop markets and facilitate widespread rollout of renewables, energy efficiency initiatives and low-carbon technology, since much of the technology is already proven. Current and prospective Government support is however still largely pitched towards small-scale demonstration projects, which will not provide the market boost needed.
4 The development of local generating capacity, from a variety of sources, will contribute to robustness of supply at local level. To facilitate this, the transmission system needs to be able to accept a much higher number of connections.
5 Some wind generation capacity has recently been commissioned (eg.,onshore – 2MW turbine at Green Park, Wokingham; offshore - 30 x 3MW turbines at Kentish Flats) and further capacity is planned (eg onshore – a small [SEEDA- supported] community-owned 5 x 1.3MW turbine cluster at Westmill, Oxfordshire; offshore - new 270-turbine London Array wind farm, expected to deliver 1GW by 2012, with electricity to feed into the grid in North Kent and prospective economic benefit to the area for the 6-year construction phase). There is considerable potential for greater and faster development, particularly offshore.
6 The Report of Sir Ben Gill’s Biomass Task Force proposes a range of initiatives to encourage energy from biomass. SEEDA has been working with producers to develop supply and to stimulate demand, but there are still gaps in the biomass supply chain which need intervention and support to achieve take-off.

