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“Our engineers say that 2015 was the last year we operated the system in the way it has operated

for the past 50,.... the way we are operating now is fundamentally different.”
John Pettigrew, Chief Exec. National Grid
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UK Final Energy demand (2016) Where domestic heating comes from (2015)

® Heat ™ Elec & transport ® Fossil fuelled boilers = Electric heaters ~ ® bioenergy

UK Carbon emission sources (2011)

Agriculture,
forestry/fishing and Other,
5%
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The Future of Heating:
Meeting the challenge

N

The last firm policy position we had from
government — was from the /ast government,
2013.
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Heat Strategy Timeline

1 //

f // The Green Deal and ECO

Home:

Commercal

LU eneray efpciency orective ORI

EU ETS / Carbaon price fioor

Climate Change Agreements / levy

Constraining Demand

Industry

Homes

Commercial

EU ETS / Carbon price floor

Mowng to Low Carbon Heat

dustry

Sector by Sector 2050 roodmops

Source: DECC
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Heat — what are the considerations?

Nuclear power stations operating in the UK

Hunterston }——€3 @ ———— Torness
(to close 2023) (to close 2030)

E)———|Hartlepool

(to close 2024)
Heysham ' & 2
(to close 2024/2030)

Hinkley Point € € |Sizewell 8
(scheduled to start (to close 2035)
generating power in 2025)

Hinkley Point B €3~ bungeness &
(to close 2023) (to close 2028)

SNAPPA Source: Department far Energy and Climate Change




Heat — what are the considerations

Supply of gas is abundant

Gas supplies are cheap and
plentiful (enough for 250
years of global gas demand)

Additional
domestic sources
emerging (e.g.
bioSNG)

Flexible source of electricity

Gas is flexible enough to
produce electricity quickly
to cover the variability of

renewable generation

*National Gas Transmission System (NTS)

Low gas whole price

Low gas wholesale price;
global surplus expected to
remain

Gas for transport

Gas can be used as a cleaner

and more economical fuel for

heavy goods vehicles, public
transport, marine and rail

transport

NTS & supporting

infrastructure is available

Consumers have already
invested in the NTS*

Consumers are
comfortable with
gas

Gas for specialist industries
(e.g. chemicals)

Gas will be used in
specialist industries
while alternatives are
being researched

()
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* Heat technologies more likely to see support than electricity

* Apparently there are 100 staff at BEIS working on heat

* Heat plan likely to be addressed as part of the ‘Clean Growth Plan’ — the
roadmap HMG will produce in support of achieving 4t and 5% Carbon Budgets
(Autumn 2017) - We've been waiting for that document since 2011

* Heat networks still seen as strong options in urban areas

* Biomass likely to become increasingly difficult to get through planning — clean
air mitigations (already kicking projects in London into touch)

* RHI budget for new schemes confirmed until 2020, but we are waiting for the
recent round of changes to come into force

* RHI support for shared ground loop heat pumps under the non-domestic
scheme

* Energy related policies likely to be a long way down the pecking order for the
next two years
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The RHI — budget confirmed until 2021
Non-domestic RHI

Up until 2?2?2017  From ??? 2017

Tier break (hrs)
1314 3066
Tariff name Eligible sizes Tariffs Tariffs
Small commercial biomass Tier 1 Less than 200 kWth 2.95 291
Tier 2 Less than 200 kWth 0.78 2.05
Tier 1 200 kWth and above & less than
Medium commercial biomass 1MWth 5.24 291
Tier 2 200 kWth and above & less than
1MWth 2.27 2.05
Large commercial biomass 1MWsth and above 2.05 291
2.05 2.05
Solid biomass CHP systems (commissioned on or
after 4 December 2013) All capacities 4.22 4.22
Water/Ground-source heat pumps All capacities Tier 1 8.95 8.95
Tier break (hrs)
1314
All capacities Tier 2 2.67 2.67
Air-source heat pumps (commissioned on or after 4
December 2013) All capacities 2.57 2.57
Deep geothermal (commissioned on or after 4
December 2013) All capacities 5.14 5.14
All solar collectors Less than 200 kWth 10.28 10.28
Tier 1 On the first 40,000 MWh of
Biomethane injection eligible biomethane 3.89 5.35
Tier 2 Next 40,000 MWh of eligible
biomethane 2.29 3.14
Tier 3 Remaining MWh of eligible
biomethane 1.76 2.42
Small biogas combustion Less than 200 kWth 3.32 4.43
Medium biogas combustion (commissioned on or 200 kWth and above & less than 600
after 4 December 2013) kWth 2.6 3.47
Large biogas combustion (commissioned on or after 4
December 2013) 600 kWth and above 0.98 13



Heat — what is there right now? regerw

The RHI — budget confirmed until 2021

Domestic RHI

Biomass boilers _|ASHP_______|GSHP______|Solar Thermal

3.85p/kWh 7.63p/kWh 19.64p/kWh 20.06p/kWh
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Accreditations receiving payment
Accreditations that have not yet
received payment as at 31.05.2017
Forecast expenditure (£m) - Full
applications

Preliminary applications and
preliminary accreditations
expenditure anticipated for

subsequent year) (Em)

---4-- Expenditure threshold (Total
trigger) (Em)

+++#++ Expenditure threshold (or scaled

I Forecast expenditure (£m) -
I Forecast expenditure (£m) -
. Forecast expenditure (£m) -
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Ground source heat pumps forecast expenditure, as at 31.05.2017
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What should community energy do? regen@

* Look for opportunities within RHI — particularly those with low risk of
degression over a long period. Think heat pump

* Address energy efficiency. Despite evidence pointing to the contrary,
government will be compelled to address reducing heating demand, and can’t
achieve this through consumers investing upfront

* Be alive to opportunities in pilots for new technologies or business models

* Heat used to be quite a slow-mover compared to the electricity sector. It is
rapidly being altered through regulation though, and because it doesn’t have a
centralised system will be buffeted by other considerations: air quality, using
existing gas grid etc

* We are missing the interplay between electricity grid, distributed generation
and predictable need for heat — more can and will happen here
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