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	28 March 2001


Dear Sir, 

ENERGY EFFICIENCY STANDARDS: CHP PROJECTS FOR GAS HEATED RESIDENTIAL PREMISES

In October last year, Ofgem consulted over proposals to allow CHP schemes for residential premises with communal gas heating to count towards the Energy Efficiency Standards set for gas companies for 2000 – 2002 (SOP3).

We are grateful for the responses to this consultation which broadly supported Ofgem’s proposals. We have decided to proceed, essentially as proposed.  I attach for information a copy of the determination which will allow CHP projects to count towards companies’ SOP3 gas savings targets.

Some detailed points arose from the consultation which we have dealt with as follows:

(a) non-CHP measures for gas heated tower blocks etc.  Some respondents argued that any energy efficiency measures for non-Domestic Premises should be eligible.  Ofgem believes that this would be going significantly beyond the scope of the consultation and could alter the entire basis of SOP3.  However we have accepted that measures which are directly related to the installation of a CHP scheme, such as improved controls, can qualify, subject to EST advice on individual cases;

(b) new build.  The consultation was in terms of allowing CHP where there are existing premises with an existing communal heating system.  However CHP for new buildings is not necessarily ruled out.  In the case of new build projects, there may be difficulties in assessing the extent to which gas savings are going to be produced by the scheme.  This will be subject to EST advice on a case by case basis;

(c) replacement of existing CHP projects  Schemes involving the replacement of existing CHP systems with more efficient CHP systems are also not necessarily ruled out, but will be subject to EST advice on a case by case basis;

(d) CHP schemes not fuelled by gas.  We invited views on whether CHP schemes not fuelled by mains gas should qualify.  Ofgem expects that most CHP projects will be gas fuelled but the determination allows other types of CHP schemes to be considered:

· where there is an existing conventional communal gas heating system, the installation of a non-gas based CHP system can be considered, but the accreditation of energy savings should be based on the full cost of the project (including, for example, any renewable power plant);

· where there is not existing gas heating, savings only from gas fuelled CHP projects can count towards the SOP3 gas target (though electricity savings can be considered against the SOP3 electricity target);

· CHP projects for premises not on the mains gas network cannot count towards the SOP3 gas target (but electricity savings from such schemes can be considered against the SOP3 electricity targets).

Ofgem looks forward to receiving CHP project submissions in line with the new determination.

Yours sincerely

C A BARCLAY

Head of Energy Efficiency

STANDARD OF PERFORMANCE FOR THE PROMOTION OF THE EFFICIENT USE OF GAS

This is a determination made by the Gas and Electricity Markets Authority (‘the Authority’) in exercise of the powers conferred on it by section 33BB of the Gas Act 1986 (‘the Act’), and after the consultations required by that section, in respect of the standard of performance in connection with the promotion of the efficient use of gas by consumers to be achieved by each holder of a gas supply licence granted or treated as granted under section 7A of the Act (‘the Suppliers’).

Whereas:

(a) On 28 March 2000 the Director General of Gas Supply issued a determination (‘the 2000 determination’) pursuant to section 33BB of the Act specifying the standard of performance (‘the Standard’) to be achieved  by the Suppliers during the period from 1 April 2000 to 31 March 2002;

(b) On 20 December 2000, the functions of the Director General of Gas Supply were transferred to the Authority pursuant to section 3 of the Utilities Act 2000;

(c) The Authority has concluded that it would be appropriate to extend the categories of arrangement which may qualify for the Standard and has accordingly resolved to issue a further determination supplemental to and amending the 2000 determination.

Now therefore the Authority, in exercise of the powers above referred to, makes the following determination:

1. The Standard to be achieved by the Suppliers pursuant to the 2000 Determination shall be amended as follows:

(1) In Part I of the 2000 determination, paragraph 1(5) shall be amended to read:

(5) In order to qualify for the Standard in the case of a Project which comprises a CHP scheme, the Savings of Energy must be achieved as a result of the installation of the CHP scheme or measures directly related to the provision of such system.  In any other case, all Savings of Energy must be achieved by the efficient use of gas by Consumers and at least three quarters of the Savings of Energy must be savings of gas supplied to Consumers;

(2) In Part IV of the 2000 determination, the definition of ‘Project’ shall be amended to read:

‘Project’ means (subject to paragraph 8) either:

(i) an arrangement or series of arrangements described in a specification which complies with paragraph 2(4), intended to promote the efficient use of gas by Consumers (but not necessarily by all Consumers) and caused to be implemented after 1 April 2000 and before 31 March 2002, whereunder goods, services and financial incentives (or any of them) are provided to those Consumers; or

(ii) a scheme or schemes described in a specification which complies with paragraph 2(4), which provide a combined heat and power system or measures directly related to the provision of such system to premises which are used wholly or mainly for domestic purposes and caused to be implemented after the date of this determination and before 31 March 2002 (‘a CHP scheme’);

(3)
In Part IV of the 2000 determination, the definition of ‘Savings of Energy’ shall be amended to read:

(a) savings of gas supplied to Consumers;

(b) savings of other forms of energy consumed by Consumers; or

(c) savings of gas resulting from the installation of a CHP scheme.

2. This determination has effect on and from 23 March 2001;

3.
Save as expressly amended by this determination, the provisions of the 2000 determination remain in full force and effect.

Dated 

March 2001
Signed

………………………………………………

duly authorised  on behalf of the Authority

