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Review of the UK Climate Change Programme

The UK Business Council for Sustainable Energy is pleased to contribute to
the Review of the UK Climate Change Programme.

The UK Business Council for Sustainable Energy was set up in January 2002.
It provides a framework for high-level policy engagement across the energy
sector on climate change, and the transition to the wider use of sustainable
energy. It is one of a growing group of similar Councils, including in the US
and Australia.

The UK Council brings together major energy businesses focused on the
delivery of sustainable energy technologies and services, including renewable
energy, energy efficiency and energy efficient technologies such as CHP. The
Council is working to build a broad consensus on many of the issues
surrounding the development of sustainable energy in the UK. Business
supporters of the Council include RWE npower, E.ON UK, Scottish Power,
Scottish and Southern Energy, United Utilities, EDF Energy, Centrica, Shell
UK, BP and National Grid Transco.

| attach a main Submission and a detailed response to the DEFRA
questionnaire. In so doing, the Council wishes to highlight the following

points:

* In response to the Government's legislative framework, Business and
investors have a strong appetite to invest and to innovate to tackle climate
change and to deliver a more sustainable energy future.

« Long-term clarity and stable policy frameworks which align with
investment time-frames are essential to enable business to plan and to
deliver the level of investment needed to tackle climate change.
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« Development of suitable market mechanisms, such as the EU ETS, is an
appropriate long-term approach to incentivising emission reductions.

* The EU ETS is an important plank of the EU and UK's carbon reduction
policies and the Council is keen to see it succeed. However, initial flaws in
the EU ETS design and in the arrangements for delivering National
Allocation Plans, could needlessly put the long-term success of the EU
ETS at risk. These issues need resolving in the near-term, and also with
respect to Phase |l.

« Recognition is needed that take-up of new measures and technologies,
particularly on the energy-efficiency and demand-side, or at a household
level, may not necessarily be stimulated by carbon markets alone. A clear
policy framework needs to be developed at this stage, and new incentives
need devising, to stimulate investment in these areas. Future
arrangements for existing mechanisms (eg CCL/CCA and UK ETS) need
to align with any new incentives.

« A better understanding is needed as to the nature and extent of
Government involvement in early-stage adoption of sustainable energy
policies and greater clarity as to public, private and business roles as
these markets develop. Greater clarity will also help to make the most
efficient use of public funds and to maximise private sector investment.
Clarity on eventual exit-strategies for government interventions and
incentives is also needed to ensure successful transition to long-term
commercial sustainability. The Council is keen to engage in a constructive
dialogue with Government on the further development of effective public-
private partnerships for sustainable energy, and how best to achieve the
long-term transition to sustainable energy markets.

¢ |t is increasingly clear that by 2010 there could be a short-fall of 5% or
more in meeting the Government's national CO; emission reduction goal
of 20 % against 1990 levels. In taking steps to redress this position, it will
be important to avoid inconsistent or short-term initiatives at the expense
of policies which are sustainable for the long-term. Moreover, the UK and
in particular the electricity sector, should not be expected to bear a
disproportionate share of the overall burden in terms of emission
reductions. Other sectors will need to become engaged.

« Across the Climate Change Programme, a more systematic approach to
monitoring progress against national targets is needed (eg emissions
reductions, ROCs, CHP, EEC) to ensure that delivery remains broadly on
track over time, and, to allow practical lessons to be fed constructively

back into policy-making.
« Across government departments and across environmental and utility

regulation, there remains insufficient joined-up policy formulation, action
and delivery on energy policy and on climate change, notwithstanding

many good intentions.
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