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What Is microgeneration?

Microgeneration is one of a number of types of dist ributed or
decentralised energy. As the name implies, itisth e smallest
kind of energy generating product.

Microgeneration installations produce sustainable h eat
Biomass

Heating and/or power, in, on, or alongside buildings.

Microgeneration power products typically have a cap acity
output of a few kW. Heat technologies typically up to a few
dozen.

Some microgeneration technologies, like solar therm al, are
well-established. Others, like micro-wind are curre ntly
moving into the market place. Yet others, like fuel cell
microCHP, are promising technologies for the future

Micro
Hydro

The pattern of microgeneration take-up acrossthe E U is
determined by climate, the existing building stock, consumer
attitudes and government policy. For example, solar thermal
in Greece, PV in Germany and air source heat pumps in
Sweden.
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Socletal Benefits of Microgeneration

Combating Energy Consumer

climate change Independence engagement

Reduces Increases Encourages

greenhouse diversity of fuel energy

gas emissions sources and efficiency and
resistance to engagement
outages and In the green
prices spikes agenda
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Policymaker benefits

Renewable Behavioural Domestic

Targets Response Manufacturing

Lower : : Boost for Heating

Energy Bills QUICk Wins Industry

Security of Carbon Low-Carbon
— | Supply Reduction Gas Heating
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Individual benefits of microgeneration

Combating Financial More

climate change Rewards Choice
Feel-good Government Large portfolio of
factor associated rewards; less burden products to suit
with doing the on household every building,
right thing; budgets; energy budget, climate
stress-free efficiency and usage
behavioural Implementation pattern

change
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What is Micropower Europe?

Micropower Europe has been
set up to raise the profile of
the microgeneration sector in
the European Union and to
campaign for changes to the
European legislative and
regulatory framework to
support the growth of this
important industry

Membership is open to all
companies and other
organisations with an interest
in the development of
micropower
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The vision: Why the EU needs a

unified microgeneration sector

Protect and promote a unified sector for customer-f acing sustainable
energy technologies because:

International companies increasingly offer multi-pr oduct solutions
across different countries

Large scale manufacturing across EU borders is gett ing underway.

Microgeneration is an extension to energy efficiency , a sector that
will hit diminishing returns in the coming decade
Industry matters migrate from national to EU level (e.g. standards)

Carbon and renewables agenda Europanisation

Renewable Energy Directive
Carbon reduction commitment
— Extension of EU Emissions Trading Scheme
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Microgeneration is on the march
- but Is everyone going their own way?

ICRO

Micropower Europe



An EU Microgeneration Strategy
would bring it all together

ICRO
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Renewable Energy Directive

Significant boost to microgeneration is needed from Member
States as they submit action plans in March 2010. Advantages
for policy design:

1. Behavioural benefits — reach consumers
2. Quick wins (e.g. through planning policy, Barcelona principle)
3. Opportunities for EU heating industry

Common accreditation procedures for installers of some
renewable microgeneration technologies. Reciprocity is written
in but procedures must:

1. be suitable for all countries, climates, housing stocks, installer bases
2. avoid depriving the consumer of the ability of making the right choice
3. avoid depriving governments of the ability of making the right chose

EU Policymakers have a range of tools at their disposal to
promote renewable microgeneration products
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Carbon Reduction Commitment

Binding target to slash the EU's greenhouse gas emissions
by 20% in 2020 compared with 1990 levels
Target will rise to 30% if international agreement can be
secured

Binding target for each Member State to reduce carbon emissions

by 2020 for sectors not covered by Emissions Trading Scheme
Range from a 20% cut to a 20% rise compared to 2005
Group of 7 emerging European countries proposing that
national targets should relate to 1990 levels

Buildings will account for a large share of the emissions not
covered by the revised ETS and so will need to provide large
proportion of the required carbon reduction.



Sustainable buildings

EU will:

Expand the scope of the Energy
Performance of Buildings Directive

Define a framework, assessment method
and benchmarks for assessing the
sustainability performance of buildings

Screening of national building regulations
to identify domains in which to integrate a
performance based approach,

Expand the scope of Eurocodes in order to
Integrate other sustainability aspects in
construction design, such as energy and
environmental aspects.



EU VAT Directive

VAT rates are currently governed by the recast VAT
Directive 2006.

The list of goods and services that might be eligible for
reduced rates of VAT was set out in 1992.

Since then, case law has led to inconsistency between
those products to which Member States may offer
reduced rates and those that are not eligible.

“Clause IV’ exemptions expire in 2010, leaving only social
policy as eligible category.



Key benefits of reduced rate VAT
for micropower

Send
clear signal
to the market

Target the final consumer

Reflect the environmental cost of purchases

Source: UK Government Impact Assessment into Reduced
Rate VAT for Air Source Heat Pumps and micro-CHP

And also...

Avoids negative unintended consequences by
accidently incentivising fossil fuel use!



Reduced rate categories

Member States can apply reduced rates (at
least 5%) to up to two categories from this list:

Food and drinks
Supply of water

Pharmaceutical, sanitary and contractive products
Medical equipment

Passenger transport

Books, newspapers and magazines

Admission to cultural and sporting events and facilities
Provision, construction, renovation and alteration of

housing, as part of a social policy

Hotel accommodation and camping spaces
Social organisations

Undertakers’ services

Medical and dental care

Waste treatment




| abour-Iintensive services

Member States can also apply reduced rates
to up to two “labour intensive” services
(Annex IV categories), including:

Minor repairs to bicycles, shoes and clothes
Renovation and repairing of private dwellings
Cleaning

Domestic care

Hairdressing




Member States with reduced rates

Although microgeneration does not

fall explicitly into any of those
categories, the Courts have defined

house renovations as including
installing energy saving systems

Many Member States have reduced
rates for housing policy or for

labour-intensive house renovation

This doesn’t mean that all of them

apply reduced rates to
microgeneration systems but they

could introduce them if their
governments decided to



Future developments

The European Commission plans to publish VAT proposals concerning “energy
savings and energy efficient materials and appliances” in mid-October.

Following a formal European Commission consultation on VAT across all
products from the start of 2008, TAXUD D1 asked for a hard evidence base to
justify VAT reductions for “energy savings and energy efficient materials and
appliances.”

The governments of France and the UK have previously committed to
preserving reduced rates for energy efficiency and sustainable energy.
However, rising consumer fuel bills and tight national budgets are likely to lead
to an increasing focus on short term relief and status quo would lead to
microgeneration being categorised as a “social policy.”

If approved by all 27 member states, a new directive will come into force on 1
January 2011. Clause IV will expire regardless.



Micropower Europe VAT Campaign

Absolute clarity that reduced rates can apply to
energy efficiency and microgeneration

(by explicit recognition in the Directive)

Mandatory requirement to reduce VAT on energy
efficiency and microgeneration wherever reduced
rates are applied to fossil fuels and electricity



Microgeneration: an emerging European
iIndustry for emerging European countries

[ |
Emerging European countries urgently need to develop an
enhanced common approach to reduce their energy use and
look for new means to reduce the energy dependence.

Microgeneration is a “quick win” for renewables and gas as part
of overarching strategy.

It quickly boosts a country’s renewable energy share and slashes
carbon emissions, thereby improving energy security

It reduces energy consumption and improves energy efficiency,
thereby boosting energy security

It can protect consumers against energy price fluctuations in a
liberalised market



Contact us

By Telephone:
+32 2 550 3661
+44 1564 771554

By email:
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By post:
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