MICROPOWER EUROPE

A European Microgeneration Strategy
would be a huge step forward in realising
the full potential of energy efficiency and
small-scale sustainable energy
generation in the EU.
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EU Energy Security and
Solidarity Action Plan

Background

The first Strategic Review led to the European Coun  cil heads of state
agreement in March 2007 on energy policy targets for Europe,
including 20-20-20 .

The March 2007 European Council invited the Commiss  ion to bring
forward an updated Strategic Energy Review in early 20009.

The Second Strategic Energy Review “EU Energy Secur ity and
Solidarity Action Plan” is the Commission’s response to that request.
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EU Energy Security and
Solidarity Action Plan

Motivation

"Energy prices have risen by an average of 15% int  he European
Union in the last year. 54% of Europe's energy isi  mported at a
cost of €700 for every EU citizen. We have to addre  ss this urgently,
by taking measures to increase our energy efficienc  y and reduce
our dependence on imports. We have to investand di ~ versify.”

BARROSO

Directorate-General Energy and Transport

“The Second Strategic Energy Review reflects a need to re-appraise the
EU’s energy system given its new 20-20-20 prioritie  s. A new agenda is
needed to lead public authorities, energy regulator s, infrastructure
operators, the energy industry and EU citizens whil e also adapting to big
changes in global energy markets and international relations.”
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EU Energy Security and
Solidarity Action Plan

The ESSA Plan

A new wide-ranging energy package proposed by the E  uropean
Commission to promote four objectives:

cross-border co-operation
clean tech investment security of supply

energy efficiency.

Two Priorities ;

s First Priority. Second Priority:
20-20-20 short-term security
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EU Energy Security and
Solidarity Action Plan

Decisive Action in Five Key Areas

1 Infrastructure needs and the diversification of e nergy supplies

2 External energy relations

3 Oil and gas stocks and crisis response mechanisms
4 Energy efficiency

5 Making the best use of the EU’s indigenous energy resources
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EU Energy Security and
Solidarity Action Plan

Commission Commitments

Review Energy Tax Directive for climate goal
compatibility and examine how VAT and other

2009: National Energy Efficiency Action Plan fiscal instruments can promote energy efficiency

evaluation and stronger European Action Plan

A Green Tax Package

4 Energy efficiency

: : Intensification of
Cohesion Policy Energy y Ecodesign Directive

Efficiency R G implementation
Package

Commission develops benchmarking and networking

mechanisms to disseminate best practice.

Covenant of Mayors S_ustalnabl_e_ E_nergy
Finance Initiative | ( : R O
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EU Energy Security and
Solidarity Action Plan

Indigenous Energy

Communication "Overcoming Barriers EU Sustainable Energy
to Renewable Energy in the EU" Financing Initiative

5 Making the best use of the EU’s
Indigenous energy resources

Nuclear EU Oil and Gas

Carbon Capture and Storage (CCS)
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EU Energy Security and

Solidarity Action Plan

Towards 2050

Renew the Energy Policy for Europe in 2010 with
a policy agenda for 2030 and a vision _for 2050.

Wide consultation to examine possible longer-term

“2050” objectives:

Decarbonising the EU electricity supply

Ending oil dependence in transport

l Low energy and positive power buildings !1 E

A smart interconnected electricity network.

Promoting a high-efficiency, low-carbon energy
system throughout the world.

“The Commission will
establish common principles
for defining low or zero
carbon energy buildings and,
where necessary, propose
measures in order to further
increase their number” —

(page 16)

“The Commission and Member States
will further look into internal market
conditions and incentives to leverage
these investments for saving energy
in the housing sector” — (page 16)
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EU Energy Security and
Solidarity Action Plan

The Main Asks

1) Rapid agreement and implementation by Council and Parliament on 20-20-20 proposals to provide
the first essential element of energy security policy for Europe.

2) the Council and Parliament should:
 Reach rapid agreement and implement the Energy Efficiency Package
 Take on board a Communication “Overcoming Barriers to Renewable Energy in the EU” from
the Commission in the light of the Renewable Energy Directive
 Welcome the establishment of a Sustainable Energy Financing Initiative as a joint
Commission/ European Investment Bank project to mobilise large-scale capital funding for
investments in energy efficiency, renewables and CCS
3) the EU needs to begin preparing its energy future in the longer term. The Commission will therefore
propose to renew the Energy Policy for Europe in 2010 with a view to charting a policy agenda for
2030 and a vision for 2050, to be supported by a new Action Plan.
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Energy Efficiency

Package

Background

In January 2007 the European Commission put forward an integrated energy
and climate change proposal that addressed the issues of energy supply,
climate change and industrial development

Two months later, European Heads of State endorsed the plan and agreed to
an Energy Policy for Europe.

The plan called for the following by 2020:

20% energy saving

20% reduction in greenhouse gas (GHG) emissions

20% share of renewables in overall EU energy consumption
10% renewable energy component in transport fuel



Energy Efficiency

Package

Motivation

EC Eyes Huge Once-and-For-All
Savings As National Action Disappoints.
Market Failure Justifications.

€220 billion per year :
The direct benefits of energy savings if the 20% energy reduction objective is
met in 2020.

The indirect economic benefits are much higher:

a profitable market for products, materials and exports;

bussiness-led innovation and jobs;

local, small and medium-sized companies (investment in energy efficiency are

mostly related to small-scale renovation projects.)



Energy Efficiency

Package

European

Energy

Efficiency —
Action

Plan (2006)

International
Collaboration
On Energy
Efficiency

A

EU Flanking Policy Instruments,

ENERGY — e.g. targeted finances, networks

EFFICIENCY and dissemination
PILLARS

“ N

National Energy Efficiency
Action Plans (Energy
Services Directive)

Legal
Framework for
Buildings and
Products



Energy Efficiency
Package

A proposal for a revision of the Energy Labelling

Directive
A proposal for a recast Energy
Performance of Buildings Directive
En_er_gy A Communication on
Efficiency cogeneration

Package

A Commission decision establishing Guidelines clarifying the

A proposal for a new Directive containing : ¥ :
calculation of the amount of electricity from cogeneration

a labeling scheme for tyres




Energy Efficiency

Package

A proposal for a recast Energy Performance of Buildings Directive

Background and Motivation

Energy use in residential and commercial buildings is responsible for about 40%
of EU's total final energy consumption and 36% of the EU's total CO2 emissions.

As much as 30% less energy use in the built sector is feasible, but energy use in
buildings is on the increase.

The Buildings Directive provides a framework for concrete measures and
requirements at Member States level. Its revision involves: Simplification,
Clarification, Stronger Provisions.




Energy Efficiency
Package

A proposal for a recast Energy Performance of Buildings Directive

The proposed modifications allow Member States to reduce total primary energy demand in 2020 by 5-6% a year/
reduce 4-5% of EU total CO2 emissions in 2020/ create 280,000 to 450,000 new jobs

WIDER SCOPE NEW MEASURES

The Commission proposes that the 1,000 m2 More Reliable Energy Performance
threshold for existing buildings when they Certificates
undergo major renovations is eliminated; _ _
Minimum energy performance requirements will Member Sates will draft national plans on
therefore apply to more buildings. low energy buildings
€8 biIIion/year cost Heating and air-conditioning systems
regularly inspected

€25 billion/year savings

Supporting Measures From Commission:

- Forthcoming European Strategy for Low Energy Buildings

- 2009: Commission launches a major ‘Build-up campaign for architects,
constructors, occupants, the finance sector and maintenance companies:

1. Providing them with the means to make the full saving potential in the sector a
reality;

2. Ensuring more cooperation in this sector with its dispersed ownership structures;
3. Incorporating the current Buildings Platform and complementing the Lead Market
Initiative on Sustainable Construction.




Energy Efficiency
Package

A proposal for a revision of the Energy Labelling Directive

Background

The ELD revision is being done to complement this s ummer’s expansion of the eco-design
directive:

TheEcodesign Directivgorovided harmonisation rules for setting ecodesgpuirements for energy-
using products within the Internal market, takintife-cycle perspective. This summer, the Commmi&sio
Sustainable Consumption and Production and Sustdite Industrial Policy Action Planextended the
scope beyond EuP to include “other environmentsiliyificant products.”

Implementing Measuresor target group involves: 1) minimum requiremegutsl 2) benchmarks

By spring 2009, the Commission is expected to aglogdesign measures for products inc. light bulbs,
stand-by electrical equipment, street and offigéding equipment, external power suppligsilers
(including microCHP) and water heaters, televisions, motors and sewehgte goods will be addressed
later in 2009.




Energy Efficiency
Package

A proposal for a revision of the Energy Labelling Directive

The Energy Labelling Directive requires that spedifproducts are labelled so that
environmental performance is compared betweenrdifitgproducts in a certain category.

The aim of the recast "ELD" is to extend its scbpgond household appliances to allow for
the labelling of energy-related products, including

the household, commercial and industrial sectors;

some non-energy using products such as windowswitage a significant potential to save
energy. (means of transport still excluded).

A revised Directive also sets a common basis foemtives and public procurement to
promote the uptake of efficient products, in ortecreate a level playing field for
manufacturers.

(Tyres
Directive)



Energy Efficiency

Package

Cogeneration: Guidelines and Communication

New Guidelines
The new guidelines are designed to strengthen mswre “full implementation” of the Cogeneration Ritige that was adopted
on January 31 2004. These new guidelines:
- Clarify the procedures and definitions for a hanieed methodology to determine the quantity ofteldty generated from
cogeneration.
- Indicate when guarantees of origin of electriciéy be issued and support schemes allowed.
- Provide legal certainty to the energy market dnigltemoves investment barriers.

Communication on CHP
The Communication:
- gives explicit recognition to microCHP;
- urges that National Energy Efficiency Plans makeufse of provisions in the Energy Services Dikerto support microCHP.
- notes that member states’ have reported signsrticabCHP is beginning to penetrate the residenéielas but that they are not
providing sufficient information to paint a fullgure.
- states that the new Energy Labeling Directive tiedmplementing measures for boilers under thedEsign Directive are the
most important developments for microCHP in 2009.
- says that a new study on the definition of minimefficiency requirements for microCHP which wasnieled in 2008 would
help identify measures where “further efforts” aequired.
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Renewable Energy
Directive

Background and Motivation

The Commission’s Draft Renewable Energy Directive was published January 2008,
setting mandatory targets for member states and offering renewable energy
definitions and calculation methods. The Parliament has since tabled amendments
and the Council has proposed an alternative text.

The Renewable Energy Directive aims to significantly boost the share of energy
generated from renewable energy sources in final energy consumption in order to
address the three central planks of EU energy policy: climate change, secure supply
and competitiveness.



Renewable Energy
Directive

Main implications for Microgeneration

Major Support Schemes for Microgeneration

Installation Certification Article 13(3) and Annex AV

Renewable Energy Contribution from Heat Pumps



Renewable Energy
Directive

Support schemes for both renewables and energy saving




Renewable Energy
Directive

Certification

Article 13(3): Member States shall ensure that [] certification sc ~ hemes or equivalent qualification
systems become or are available by 31_December 2012 _ for installers of small-scale biomass boilers and
stoves, solar photovoltaic and solar thermal system s, shallow geothermal systems and heat pumps.
Those schemes or equivalent qualification systems m ay take into account existing schemes and
structures as appropriate, and shall be based onth e criteria laid down in Annex IV. Each Member State
shall recognise certification awarded by other Memb er States in accordance with these criteria.

The Five Annex |V criteria: The Five Annex IV guidelines:




Renewable Energy
Directive

Heat Pumps: EP vs Councill

RED:
! Article 5 (5)

Turmes renewables } Eco-Label not

contribution based on 3 designed to calculate
primary energy § renewable energy
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Reduced Rate
VAT

Importance of Reduced Rates

The recent Element Energy report used rigorous meth odology
including a study of consumer behaviour and found:

“The two key existing policies which drive [future microgeneration]
uptake are the supplier obligation (currently calle d CERT, assumed
extended to 2020) and reduced rate of VAT (5%) ont he professional
installation of energy efficiency measures and micr ogeneration.”

(The growth potential for Microgeneration in Englan d, Wales and
Scotland, Page 5).



Reduced Rate
VAT

VAT Directive 2006/112/EC
COM(2008) 428

Background

A recast VAT Directive was adopted in 2006, allowing member states to pick a limited
number of categories to apply reduced rates to. These include:

Annex lll: Provision, construction, renovation and alteration of housing, as part of a social
policy

Annex IV: Renovation and repairing of private dwellings

Annex IV expires at the end of 2010 and to address this the Commission published
proposals in July, known as COM(2008) 428.

Crucially, the Commission is still working on a study on how and whether to apply lower
VAT and other fiscal instruments from an environmental point of view (subsequently
termed the Green Tax Package).



Reduced Rate
VAT

What next? (1)

Negotiations over Commission Proposal

The Commission proposes allowing reduced rate on:

“the whole housing sector as well as some services relating to places of worship, cultural
heritage and historical monuments.

These changes will make it possible to apply reduced VAT rates to renovation and repair
work aiming at increased energy-saving and efficiency.”

This will be discussed at the next Ecofin meeting on 3-4 December.
But if there is no agreement in the next two years, Clause IV simply expires...



Reduced Rate
VAT

What next? (2)

Impact assesment on Green Tax Package

“The feasibility of a more far reaching proposal from an environmental point of view is
currently being examined by the Commission services, in accordance with the request
from the European Council in March 2008 to examine areas where economic instruments,
including VAT rates, can have a role to play to increase the use of energy-efficient goods
and energy-saving materials.” (MEMO/08/481).

If microgeneration is not explicitly recognised, national policymakers may overlook its
potential....



Reduced Rate
VAT

Will the Green Tax Package include Microgeneration?

Proposal (COM(2008) 428) makes very welcome statements about
energy efficiency but makes no reference to products and services that
lead to sustainable energy being produced in buildings.

“A Green Tax Package will be presented as a complement to the energy
and climate change package. It will include a proposal to review the
Energy Tax Directive to make it fully compatible with the energy and
climate change goals and an examination of how VAT and other fiscal
Instruments can be used to promote energy efficiency.” (ESSA pl2)



A European
Microgeneration
Strategy



