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SUMMARY

A far wider reform of the electricity industry, within the context of a review of the overall energy
needs and sources of the UK, is required than is proposed in this Consultation. This Consultation
seems to focus on re-assuring the electricity industry, with the promise of yet more subsidies. The
Government needs to re-focus its energy policy on delivering for the consumers, which will also
improve the economy.

The John Muir Trust believes the Government's over-emphasis on renewable generation in their
energy policy in recent years - rather than using the subsidy money which is taken from electricity
consumers primarily to improve energy conservation - must be addressed immediately. Energy
conservation is about three times as cost-effective as electricity generation.

The current market-led system of electricity supply, and the options proposed in the Consultation,
have not adequately protected Security of Supply and will also excessively increase consumer bills.
This will, in turn, impact on the economic performance of the UK. Tt is good to see DECC now
recognising the security issue.

Data which has recently been coliated from the NETA website demonstrates that wind production
has been much less effective in the last two year than was predicted. The degree of difference
between predicted and actual wind production; the extensive spread of low wind problems across
the UK when certain conditions occur and the evidence of major swings from high to low
production in very short time periods all combine to mean a requirement of very significant back-
up plant. It also brings into question a lot of the assumptions about what a high wind power
percentage in the electricity portfolio can deliver

WHY JOHN MUIR TRUST IS RESPONDING TO THIS CONSULTATION

1. Whilst this Consultation is specifically about the reform of the electricity market, the Department
of Energy and Climate Change must consider the place of such reform within the UK
Government’s responsibility to deliver a holistic and integrated sustainable energy strategy. The
John Muir Trust believes that such a sustainable UK National Energy Strategy should be
priorttised, for economic, social and environmental reasons, over piecemeal reform such as is
suggested in this consultation. o

2. Working with people and communities to conserve, campaign and inspire, the John Muir Trust is
a UK membership organisation that seeks to ensure that wild land is protected and that wild
places are valued by and for everyone. Wild land is one of the UK’s finest assets — where our
most spectacular scenery and abundant wildlife are found. Wild land also provides society with
essential ecosystem services, such as clean water and retaining carbon deposits within peat,




thereby contributing to a reduction in carbon emissions. Wild land is a finite resource and
needs to be fully considered in sustainable development decision-making.

The John Muir Trust has accumulated considerable knowledge, with input from expert advisors,
regarding strategic energy issues, thus enabling the Trust to analyse whether strategic energy
policy decisions fulfill sustainability criteria. This focus on energy policy is essential for the
Trust’s aims because wind generation and transmission infrastructure are impinging very
significantly on the wild land resource. The Trust does not have figures for the whole of the UK
but according to Scottish Natural Heritage, the “area of Scotland without visual influence of built
development” (one of SNH’s key indicators of the state of the Scottish environment) fell from 31
per cent in January 2008 to 28 per cent in December 2009. This drop represents an area around
14 times the size of Glasgow and followed a decline from 41 per cent to 31 per cent between
2002 and 2008. Roseanna Cunningham MSP, Minister for Environment in the Scottish
Government confirmed that “This is in the main caused by wind turbine development and its
associated visual influence which is greater than development at ground level.” Wales has also
been affected very significantly, as well as some regions of England.

ELECTRICITY WITHIN THE WIDER ENERGY CONTEXT

4, The UK Government’s ¢nergy policies, particularly the Renewable Obligations mechanism,

6.

are the key drivers for these huge impacts from the expansion of industrial scale wind
developments and electricity transmission. Against this backdrop, any further encroachment
on highly-valued natural or cultural landscapes must be fully justified - in economic, social and
environmental (both global and local) terms. Sustainable development does not mean weighing
a perceived economic and/or social gain against environmental concerns. It means that a
development is only sustainable if it can achieve a satisfactory outcome for each of the criteria.

However, it is not just the environmental impacts which are of concern. The current electricity
market and subsidy mechanisms for renewable energy will increase prices very significantly for
all UK electricity consumers. As far back as 2007, Ofgem reminded the government that the
Renewable Obligations mechanism was a very expensive way to “buy” (reduce) carbon
emissions.

The John Muir Trust believes that monies taken from consumers for subsidies, i.e. the renewable
obligation costs at present, should pass through the government’s books, as tax. This would
bring transparency to a system which is currently opaque and would allow the costs and benefits
of various systems to be compared — for value for public money. In reality, this would
demonstrate that any money taken from consumers to achieve reduced greenhouse gas emissions
whilst contributing to energy needs should be dedicated much, much more to energy
conservation measures. Measures such as roof and wall insulation are about three times as
effective as generating electricity — whether, for instance, such generation be from wind, nuclear
or coal.



Energy hierarchy model

7. UK governments, local authorities and others should be using an “energy hierarchy” model, see
below, whereby every decision, in whatever department, is considered against the model to see
which option is the most sustainable in order to rationalise the policy approach. The energy
hierarchy sets out different options for delivering carbon reduction, with those at the top
having least risk of adverse social and environmental impact. All elements of the hierarchy
must be pursued but capacity should be taken up in the top ¢lements to prevent environmental
conflicts when setting targets for those elements lower down the hierarchy.

Table 1

Encrgy Measure

'wlui.

boilers, rooftop turbmes, heatpumps, pv, solar- thermal etc
Heat

Electricity .
Macro-renewables, Commumtyfscale \

8. 'Comparative costs, which are indicative only, using Energy Saving Trust statistics for
conservation measures, are of the order below:

Cavity Wall Insulation £8.64/MWh
Loft Insulation 0-270mm £7.07/MWh
Loft Insulation 50-270mm £25.92/MWh
Draught Proofing £15.55/MWh

compared with the costs for new power stations, using government source statistics,

Nuclear £38/MWh
Coal (including carbon cost) £44/MWh
Gas (including carbon cost) £44/MWh
Onshore wind £55/MWh
Offshore wind £84/MWh



9. This comparison of costs was done in 2008 so costs will have increased but this still gives some
indication of the potential of energy conservation if it were funded at the same level as renewable
generation is.

10. A key problem, when considering the relative costs of any kind of energy provision and what we

~ might call “climate change” costs , is the fact that most additional costs associated with
renewable energy production and increased transmission costs are met by the electricity
consumer ultimately, whilst provision to encourage energy conservation measures generally
comes from taxation. In essence, the government pays out to increase energy conservation
measures, through grants, whilst the consumer pays directly for the Renewable Obligation
Certificate Scheme (ROCs) and for increased transmission costs through electricity charging.
However, the Green Deal approach is a development which is welcomed by the Trust and
which will go some way towards addressing this problem.

11. Moreover, conservation and generation policies often involve different U.K governments and it
is easy to see why, so far, there seems to be little move to look at what the returns are, in each
case, for the various “subsidised” initiatives - far less any attempt to rationalise the overall
approach to gain the most per pound spent. This contrasts considerably with government
recognition in other areas of spending that best value must be obtained for the public pound.

12. Policy consideration should include gains in both greenhouse gas (GHG) reductions and
energy equivalency — whether that energy comes from production or energy saving
measures. In terms of real problems and real solutions, it should not matter whether that pound
is from the consumer directly or from the government, from taxes. But unfortunately, in political
acceptability, it has been very significant and resulted in massive over-emphasis on electricity
production, especially wind power production.

13. The UK energy policy needs to deliver the following aims:

* A secure, adequate and affordable energy supply
¢ The required reduction in greenhouse gas emissions
s TProtection of our local and global environment

14. Such a strategy should be developed alongside devolved governments’ energy strategies to
ensure that there is vertical and horizontal “join-up” across governments and departments - rather
than policies developed in “silos”. Reform of the electricity market needs to take the above
principles into account.

15. There is excessive focus on “renewables” targets as if they are an end in themselves and this is
reflected in the narrow approach of the Consultation. The renewable energy targets are
secondary in importance to the greenhouse gas emissions reduction targets and the need
for an adequate, affordable energy supply. If renewable energy production is developed in
such a way that it is not delivering these primary aims of a secure, affordable energy supply
which is sustainable and contributing to GHG emissions reductions, then government policies
need to be revisited. It must be remembered that an adequate energy supply is much easier to
gain if energy consumption is reduced and that consumption reduction measures, such as roof



and wall insulation, are about three times as efficient as electricity generation, whether that be
onshore wind, nuclear or thermal.

16. Unfortunately, subsidies have been primarily focused on generation, rather than energy
conservation. It is essential that the UK government redress this focus, Millions of lives could
be improved by a reduction in their need for energy — by both energy conservation measures and
by reducing the need to usc fuel to travel to work. Policy areas such as planning and transport
must work with DECC to achieve these aims. For instance, to reduce essential travel requires the
construction of genuinely sustainable communities with work within their community - rather
than dormitory suburbs and villages which have few essential facilities or work opportunities.

17. It is critical that the government looks beyond “renewable opportunities” to the whole energy
balance and also looks at how planning regulation is, or is not, contributing to the primary aims
outlined above. It is quite common to see Strategic Environmental Assessments — for instance,
for local development plans — which clearly state that there are likely to be significant negative
effects, for instance, due to road development and housing developments remote from work
opportunities, but for that SEA to be ignored as the plan development progresses.

Transport and housing developments are very significant factors in energy use.

CURRENT MARKET ARRANGEMENTS

QL. Do you agree with the Government’s assessment of the ability of the current market to
support the investment in low-carbon generation needed to meet environmental targets?

18. No. The economics of this will be a significant burden upon those who are paying for it.
However, this question is misleading in that it is not the market which is supporting the
investment — it is consumers through the ROCs and transmission cost recovery mechanisms.

19. The John Muir Trust believes that this consultation paper has some significant omissions with
regard to the consumer interest. There is very little reference to the actual costs to consumers,
but rather references to the suggested reforms leading to “consumer bills that are lower than
continuing with existing policies”. This is hardly a re-assuring approach — comparing two
slightly different scenarios when it is quite possible that neither of them is adequate.

Q2. Do you agree with the Government’s assessment of the future risks to the UK’s security
of electricity supplies?

20. The Trust welcomes the recognition that Security of Supply is at risk. The Trust does not
believe that this consultation adequately addresses the issue.

21. Data which has recently been collated from the NETA website demonstrates that wind
production has been much less effective in the last two year than was predicted. The degree
of difference between predicted and actual wind production; the extensive spread of low wind
problems across the UK when certain conditions occur and the evidence of major swings from
high to low production in very short time periods all combine to mean a requirement of very



significant back-up plant. It also brings into question a lot of the assumptions about what a high
renewable percentage in the electricity portfolio can deliver.
See attached draft summary of 2009-2010 data.
BRI .

Transmission Issues

22. There has been considerable discussion about reducing transmission charges for generators
remote from the bulk of the consumers to “go where the wind blows”. In fact, this makes no more
sense than subsidising lamb producers in Shetland by paying for their produce to be flown to London
to go “where the grass is”. Transport costs, whether of produce or electricity, fall on someone. In the
case of electricity, it falls on the consumer one way or another. So the Trust disagrees with the
premise put forward by the Scottish government that “postage stamp charging” or a similar mechanism
should be introduced.

23. The actual costs of transmission are not carried fully, even under the present system, by the
electricity generators but are primarily a cost put directly onto UK electricity consumers. Bringing in
a flat rate transmission costing system would be a further indirect tax on consumers (alongside the
Renewables Obligation mechanism) which would go to subsidise private electricity companies who
would have a further incentive to locate their wind development where land is cheap, including
unspoiled, peat-rich wild land (which is currently locking up carbon deposits), rather than locate
industrial-scale generation near to where it is required, i.e. the centres of population.

24. Ttis frequently argued that locating in remote places such as the Western Isles, and then
subsidising the transmission, is justified because “that is where the wind resource is”. However,
looking at the detail of an individual case can demonstrate that this is often not the case. In fact,
Professor Andrew Bain gave detailed economic evidence to the Muaitheabhal (in the Western
Isles) Public Local Inquiry, demonstrating that the relevant proportion of the cost of the
required subsea transmission cable to the mainland was NOT offset by the expected higher
production (i.e. “load factor”). This was estimated using the load factor estimates commonly given
by the industry then. The recent evidence (see below) suggests that those figures were probably high
and so the analysis is likely to have been optimistic regarding wind output. It is only because of the
disconnected way in which costs and benefits are assessed by different governments or
departments, or not assessed fully at all if they fall on consumers, that the additional costs are
not clear. So the UK government is responsible for approving increased spending on transmission
through the regulator, Ofgem, but they do not need to find that money from their tax revenue, as the
money is taken off electricity bills. Meanwhile, the Scottish Government is the planning autherity in
such a case in Scotland and wishes to approve such proposals to achieve renewable targets, and
provide jobs - but the Scottish government does not have to find any of the money for the development
or the transmission. Similar anomalies occur in the other UK countries.
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