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I. General

The Energy Saving Trust is the main organisation working for the achievement of lower Carbon emissions in UK households.  We run a range of schemes for the government that will be affected by Ofgem’s decisions on embedded generation issues.  These are Community Energy, a programme supporting the extension of heat networks, run jointly with the Carbon Trust.  The Major PV Demonstration Programme Stage 3 operated for DTI, and the Innovative Carbon Reduction Programme, a programme encouraging local authorities to pursue new ways of delivering carbon reductions through energy efficiency, the use of CHP or renewables.  

We also have a strong interest in developing the market framework for micro CHP, which we believe is an exciting new energy efficiency technology that has the potential to change the way electricity is produced and consumed in the UK.

This response should not be seen as the opinion of any individual member of The Energy Saving Trust.  Please contact Andreas Biermann in The Energy Saving Trust Policy Development Team if you have any questions concerning this response

II. The issues

1. Connections and connection charging

1.1. Large-scale generation

We welcome the positive stance and the approach by Ofgem to the issue of connecting larger scale embedded generation to the networks.  We would welcome a statement by Ofgem ensuring that the treatment of connecting larger scale generation capacity will always be cost-reflective of its real impact on the distribution networks.  Should there be any doubt about what the real costs are in individual cases, we would hope that Ofgem follows a course of encouraging embedded generation, in line with the stated government policy, and the environmental benefits the development would bring.
1.2. Micro generation

We welcome the clear policy on connection set out by Ofgem for micro CHP.  We believe that the clear statements regarding the case for connection charging for micro CHP and the intention to have a one-visit only approach to connections will act as a very strong support for the technology.  We would ask that Ofgem makes a similar statement regarding the connection of photovoltaic panels in households. 

We have some concerns regarding the issue of metering, which we set out in more detail in the metering section below.  Regarding the skill set required for the connection of micro CHP in a home, we believe that the emergence of an installer force that will be able to undertake gas and electrical connections will require significant effort.  Adding another skill to the requirements, i.e. the exchange of a meter will further complicate the matter, and reduce the likelihood of creating a competent installer force quickly.  We recommend that Ofgem participates in the SBGI working group on micro CHP where installer skills issues are being discussed

2. Metering

We believe that Ofgem’s approach to the metering of micro generation is not in keeping with the principles of cost-minimisation and simplicity, and has the potential to damage the development of micro generation technologies in the UK, in particular micro CHP.  We suggest an alternative approach that would take account of export volume and benefits generated versus cost incurred, as outlined below.

Micro-generation needs to be broken down in three groups, and a solution that is appropriate or necessary for one, will not be appropriate for another one.  We would break it down as follows:

2.1 Small micro CHP and Solar Photovoltaic (PV) (<3kWe); (e.g. small Stirling engines, internal combustion engines)

2.2 Large micro CHP (>3kWe); (e.g. large Stirling engines, reciprocating engines, large PV)

2.1 Small Micro CHP and PV

Small micro CHP and PV has an electrical output that will be consumed in the home in the first instance with few exports, based on our current understanding of how these systems operate.  Export metering of small micro CHP is likely to impose a cost on the operator of the micro CHP that is higher than the value of the metered electricity over the life-time of the micro CHP.  The cost of even simple metering of these engines is likely to be greater than the value of the electricity exports at the moment.   A requirement for export or net metering  is therefore likely to be inappropriate in the short to medium term, although householders may prefer this option.  It is likely that the exports will need to be accounted for through a profile.

Example
: 

Benefits

Value of annual exports


£10

Lifetime




15 years

Lifetime export value
(simple)

£150

Cost

Cost of a simple two-way meter

£100

Cost of installation



£100

Total cost of metering



£200

Metering small micro CHP is imposing a cost on the operator of the micro CHP that exceeds the value of the metered electricity over the life-time of the micro CHP.  

We suggest a domestic load profile is developed, through large-scale field trials of a few hundred units.  The Energy Saving Trust has developed proposals for such field trials and has discussed these with government departments, and other stakeholders.  We recommend that Ofgem should support the development of a load profile in settlement for small micro CHP and PV based on the results on field trials to encourage the uptake of micro CHP in the short/medium term.  Further study of export metering, or net metering should be pursued to influence what, if any, metering is carried out in the longer term.  Such a study would also allow for changes in the cost of smart metering.
2.2 Large micro CHP (>3kWe); (e.g. large Stirling engines, reciprocating engines, large PV)

These units have a considerably higher volume of exports for the same heat output. This will make it appropriate to meter electricity exports from these units, although it is unlikely that ½-hourly metering will be cost-effective.  A solution could be to develop an export profile for settlement, and apply it to the total amount of exported electricity from an individual unit for settlement purposes.  

Metering the more significant exports of these units is warranted, but should be undertaken in a way that is reflective of cost and associated benefits of metering.

3. 28-day rule

The most viable route to market for micro CHP will be through energy services
.  It will be necessary for Ofgem to carefully analyse the impact the 28-day rule can have on the development of these types of supply offerings, by talking to developers and suppliers.
� Based on ‘Domestic CHP – what are the benefits’ report for the EST by EA Technology (2001), available from The Energy Saving Trust.


� Based on discussions with meter providers


� ESD (forthcoming) ‘The potential market for micro CHP in the UK’ (report soon to be published by EST)
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