TheMissing Giant

of Irish Energy Policy

Comments on
“Towards a
Sustainable Energy Future
for Ireland “

Author: Northwest Group, M. Layden, Roger Adair
Last modified: 1. Dec. 2006 - version .........
First created: 27. Nov. 2006



Northwest & Page 2-/27

Tableof Contents

1.Background — Danger OUS TIMES .........coereeieriinirieeieee ettt s nre s 4
1.1.The property DUBDIE.........cc.oo e 5
1.2.The dying of the Oil spot market and the growth of Bilateral trade agreements ....... 6
1.3.Gl0DEI Tra0E ... 8
1.3.1 Trade imDalanCES..........couiiieiieiieeie e ree e e e e e neesnee s 8

1.3.2 DerivatiVES tra0iNg ......covevveeeeieiie ettt e 8
1.4.0il, Natural Gas, Nuclear and Coal PaK............coeeevvcieeiiei e 10
1.4.1.The destruction of the energy iNAUSLY..........cccevievieiieccee e 11
1.4.2.Renewable energy manufacturing...........ccoeeeieeiiesieesieeciee s se e 11

IR AT = SO SRPR 11
1.4.4.Coal, Oil ShaleSand Tir€S........ccevuererieiriirie e e 11

L. BIO FUEIS ..ot b 13
1.5. 1. Agricultural ProduCHiON...........ccererenirieeee e s 13
1.5.2.TRENUNGIY CAI ..ottt 13
1.6.ClIMELE CNANGE.......eiitirieeieeriesteee ettt bt e e nas 14
1.6.1 The Case against further CCGT.........cocvviiiieiiere e 14

1.6.2 An energy policy based on Farm poliCy .......ccccevveevieiiesiie e 15

1.6.3 Better use Of National ASSELS .......cccoiiririeieneseeee e 16

1.6.4 Realigtic targets are needed until 2020 to tackle Climate change................. 16
2.TheFivePillars of energy POlICY. ..o e 17
2.1.BACKGIOUNG ..ottt sttt e bbb e e e e nn e e ens 17
2.2.The Current situation -the three amigos of the Green paper...........ccoceevvvveeiiiveens 17
2.3.The need for abalanced green PAPEY ... 18
3.50Cial ENEIrgY POLICY....cueiieecie ettt ettt s eereesneens 19
3.1.Themissing giant of 1rish Energy HiStOry.........ccocoviriiiineninecee e 19
3.2.The demise Of the QIaNt .......cceeiuie i 20
3.3INOIhEN IFRIANG. ... e 20
3.4.Plan B for the IriSh €CON0OMIY.........ccoiiiiiiieee et s 21
RN BT E g [ox 1= o [ SR 22
3.6.Research and develOpmeNt ..o 22
3.6.1 Pension enabled teChNOIOJIES .........ooceeiiieiiecie e 22

3.6.2 INtErMITLENT POWET ..ot sre e e e e s e e sneeeneens 23



Northwest & Page 3-/27

G I 011 0 1= o o S 23
3. B.OVEISEBS AI0......cueeiiiiiesteeee ettt e e e 23
GRS 1Y =1 1 0= S 23
4.INdigenouS ENErgy POLICY .....ooveeieie ettt 24
4.1 Exploitation of RUral @reas............ccooveieiiiinieeeee e 24
4.2 JUNK POWES PrOJECES ...euviiiiiecetieeiie e eite ettt e ettt e et e s esaae e s seeeneeenneeanneennneennes 25
4.3 ClasSiTICaliON SYSIEIM ..o nre s 26
A4 ENEIQY QOENCIES......eiiteeiteeteesteeeesteesseesteasteeeessesseessessseaseasesseesseessessesnsessessnssssesses 27
4.5 Wind turbiNE tESt CENIE.........ecee e e 27
5 Competitive ENErgy POLICY ......ccoui ettt 27

5.1 Review of technology and ProjECES .......ccvveeeeieeriee et 27



Northwest & Page 4-/27

A discussionon the Departmentof Marineand Natural Resources
GreenPaper* Towardsa sustainable Energyfuturefor Ireland”

Background— Dangeroustimes

The Green paper is an extremely impressive document. The itemization of the resources
being finally marshaled to begin tackle real and serious problemsisimpressive. This can
be seen by the large number of Task forces, strategy groups, committees etc set up in the
last 2-3 years. Theicy hand of reality has finally hit the Irish energy sector with the minor
Oil and Natural gas shocks.

However it islikely that the resources outlined in the Green paper, while significantly
greater than in the past, are till at least an order of magnitude too little and too late. The
time for least cost and no regretsislong over. We now need high cost extremely risky
expenditures to get us to agood starting point in the next five years.

We live in very dangerous times, the green paper is a paper of the past and not of the
future. It does not realistically look at the major problems, internationally and nationally,
which will impact on our energy use, our economy and the availability of resources.

Among the greatest driversin the future, which are starting to be finally debated, and
which make the green paper an historical, rather than a strategic document are :-

e The property bubble
The dying of the Oil spot market and the growth of Bilateral trade agreements

Oil, Natural Gas, Nuclear and Coal Peak

°
® International trade
°
e Biofuds
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Thepropertybubble

One of the major time constraints is obviously the lifetime of the property bubble. Nothing
dominates the Irish GDP quite like the Construction bubble. It is one of over 18 National
Bubbles identified by the Economist magazine world wide. From long term trends in other
countriesit would appear that the market is overvalued by at |least afactor of two. Thisis
similar to the level of “exuberance” of the Japanese Property market prior to it's crash
which even to this day has not returned to 50% of its former level.

The statistics are increasingly grim and most analysis is accepting that the end of the
boom is near and even the most optimistic are prepared for a* soft landing”. Unfortunately
reality israrely soft and with in excess of 30% of property owned by speculators and 20%
of houses unoccupied (though heated!!) the landing will not be to everybody's taste.

It isin this context that Irish Energy policy will be agreat success. Collapse of the
construction sector from 80,000 to less than 16,000 units p.a. would result in 2-3 M
Tonnes less of Co2 (just from cement production). Reduced economic activity of 20-30%
would probably result in afurther 2-3 M Tonnes reduction. Negative equity could actually
mean that 20-40% of houses will be unheated and electricity consumption drastically
reduced.

With major dropsin electricity and gas demand the gentlemanly conduct of the ever
increasing energy market in Ireland, which allowed new competitors to grow into the
market, will be over. Competition in adeclining market can be highly destructive.
Availability of plant will be high, for afew years anyway, as there will be a high degree of
excess capacity and consequently stranded assets.

Irish energy policy would then have met all its targets, which probably shows how
incredibly unbalanced it is. By only concentrating on meeting emission targets and keeping
energy priceslow, the country will be left with atotally inappropriate energy
infrastructure. Projects which could act as the nucleus for new businesses e.g. Eco
industrial, AD, CHP and District heating would not exist and in depressed economic
conditions will be difficult to contemplate.

e |Irish Energy policy needs a social dimension

® Technologiesand pilot projectswhich could be used to boot-strap thelrish
economy should be prioritised

e Examplel. Ecoindustrial park with an Anaerobic digester might help
support a hundred jobs whereas a wind turbinewith the same energy output
and emission savings might have a tenth of the macro economic input.
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e Example2. A Biomass CHP and district heating system at a social housing
project would have significant health, maintenance and financial impact on a
local macro economic level compar ed to say co-firing the same biomass.

Thedyingof the Oil spotmarketand the growth of Bilateral tradeagreements

Unfortunately the basis of the Green Paper is significantly flawed due to the blind
ideological focus on the power of the market place. Yesit would be nice if we had good
healthy competition in the Irish market place, but it wasnot Ireland or Europe that caused
the massive recent rises in price of energy.

Internationally the energy spot market is gradually weakening as the oil and Natural Gas
producers are increasingly being tied up by very long term Bilateral trade agreements with
countries such as Chinaand India.

It isnearly a generation ago since the horror of the Oil embargo which was facilitated by
the existence of bilateral agreements between the Arab world and the Western world,
which facilitated a focused embargo.

The new oil provinces, particularly Alaska, the gulf of Mexico and the North Sea flooded
the market and allowed the great liberal miracle of the Oil spot market. Competition on the
spot market drove price down and created a virtual global oil pool that anyone could draw
out of if they had the dollars. This allowed new producersin to the market without needing
longterm agreements and Bilateral agreements died under the onslaught of cheap ail.

After the low oil prices of the 80s and 90s the Oil producers, and particularly Russia, do
not want to be caught in the same downward spiral. They have begun to tie in longterm
agreements again, in Russia's case much to the distress of Europe who want their dealsto
be purely market based.

However the truth is that the Western Oil majors are yesterday's news and now control less
than 10% of the worlds reserves. The power in the Oil marketsis now with the great
National oil companies. They are increasingly making their oil deals on the basis of
political rather than economic grounds. Particularly Chinaand India are tyeing up a great
deal of the worlds reservesin long term contracts.

Indeed the same is also happening with, Uranium, LNG and Coal. Thisisareturn amost
to “Neo-merchantilist” trade, which has very significant implications to anyone looking at
the Energy market place for security and competitiveness.

Its not much fun being a buyer in asellers market. Belief in the market place was
developed over the last 20 years when it was a buyer's market.
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Suggestion GP2.3.18 (a) or similar. Ireland will need to develop long term bilateral
agreementsfor supply of a reasonable percentage of Natural Gasand Oil i.e 20-30%
for at least 20 years

Suggestion GP 2.3.18 (b) At least one member of the Department of Foreign Affairs
at key Embassies should receivetraining in energy analysisto help keep the Irish
government informed of Energy mattersinternationally

Suggestion GP 1.2.23 (a) Per haps use NORA or similar to enter into longterm
supply agreement for at least 20% of our energy needs

Suggestion GP 2.2.55 (a) Develop close and meaningful academic and R& D linkswith
smaller oil and Natural gas producing producers.

Suggestion 2.2.55 (b) Work with Mineral science coursein AIT and with Irish
exploration companies and I nstitutional investorsin Ireland to seeif thereare
oppor tunities which can be developed

IRRSWEERIEIEIA \ cod to enhance contigency measures to a much greater extent, as
outlined above

BRSHEERERIE The G.P does very little to ensure security of energy beyond the
short termi.e 1-3 years. It completely ignoresthe growing movesinternationally to

long term bilateral agreements.
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1.3. Globaltrade

The move away from the liberal agendain the Energy markets has already been mentioned. Free
trade is aso under review in the regular GATT and WTO mestings. It is becoming clear that there
is starting to be major opposition to the irregularities and unfairness of many aspects of world trade
asit now is. However the real threat to global trade are not at the emotive level of the trade
negotiations but at the very heart of world trade.

1.3.1 Tradeimbalances

During the Second world war, at a meeting at Breton Woods, the general framework for the world
financial systemswere laid out. One of the major stumbling blocks was the arguments about
settlement and currency. The losing opinion was that we should have a separate currency for
international trade and all countries should balance the books annually. Instead we got world trade
which basically used the dollar as the major reserve currency. This has allowed major imbalances to
exist and proliferate which are fast coming to a situation that we will soon see amajor correction.

The major problem is the US trade deficit which has been in existence for over 20 years but for a
number of reasons has got much worse in the last number of years. Both China and Japan have over
$1 trillionin reserves. Similarly most of US trade partners have increasing stacks of dollars. This
has been made significantly worse by high oil prices. At some stage there will be amajor
realignment. This has major implications in terms of world trade and could mean that world trade
becomes extremely constrained for a number of years. It could mean a partial return to balanced
world trade.

Asamajor trading party the US economy has alarge impact on our GDP. It is conceivable that a
US crash could knock 20 — 30% off our GDP. It would also substantially damage world trade and
could mean constraints on energy supply due to the need for hard currency for international trade.

1.3.2Derivativestrading

Derivatives trading is used widely in the Energy sector particularly in terms of buying forward,
options, futures etc and gives the market a certain degree of comfort in terms of risk. However the
global derivatives market has escalated beyond any degree of sanity and regulation in the last five
years. Derivatives trading is currently running at about 5 times the level of total world trade.

We have seen the collapse of many major companies due to unregulated derivatives trading,
however the next causalities are undoubtedly going to be much greater.
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Oil, Natural Gas, Nuclearand Coal Peak

In the Early 70's the club of Rome published the ground breaking work “The limits to
growth”. Using early computer simulations they ran various scenarios at different rates of
growth. Not surprisingly given exponential growth in population and resource
usage/wastage the scenarios saw difficulties within a 100 years. Perhaps the most
interesting thing about the modelsis how any particular resource availability didn't effect
the overall outcome.

Not content to base it's future on mere computer models, mankind moved out into the real
world and enthusiastically consumed all the resources it could find with the greatest
ingenuity and speed it could manage. Mankind's unbridled consumption has aready
brought us to peak production in many resources - peak being the maximum possible
production.

Oil Peak, A terrifying 80 MILLION BARRELS/DAY.
Natural Gas Peak

Food Peak

Ground Water Peak

Fisheries

Timber

Uranium might also, or soon be peaking, and thiswill be significantly moved closer with
any substantial international “dash” for nuclear power. Coal (ignoring climate change)
could peak as early as 30 yearsif projected growth in demand and fuel substitution
happens. Many minerals are al so reaching peak.

Much of Energy discussion ignores constraintsin all natural resources. Ireland is among
the least densely populated countries in Europe with good soils and excellent Renewable
Energy resources. It will however be plainly impossible for usto replace our 9 Million
tonnes of oil ayear, let alone the total 15 MTOE of Energy we use. Even with 100 years of
development of District heating and 30 years of biomass and wind development Denmark
has only succeeded in reaching around 2.5 Million TOE in Renewable energy production.

With amassive and well resourced effort Ireland could get to about 5 Million TOE by
2020, but with declining levels of al natural resources, al the technologies required will
become increasingly expensive and difficult to implement as other countries also attempt
to rapidly ramp up their efforts.
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Thedestructionof theenergyindustry

All areas of the energy industry worldwide have been decimated by the liberal market.
Both the US and UK coal industries have contracted from over 250,000 jobsin the early
80s to less than 40,000 now. Most of these jobs are in specialised underground mining and
many of the capabilities will be difficult to ramp up. Entire support industries and
educational establishments have also been decimated. In the case of Arigna, which has
large reserves of low grade coal, for which a45MW Station was planned prior to energy
price collapse in the early 80s, the underground mining capability is amost gone. Many of
the worlds coal reserves are in deep deposits and these will need huge re investment to be
exploitable.

The Qil, Electricity and Natural gasindustries have declined by similar percentages and
the amount of specialistsin many areasis at an all time low. Traditional apprenticeships,
training programs and R&D have all been favorite areas for pruning and removing fat.

This means that many of the experienced personnel are reaching the end of their careers. It
is becoming increasingly common for retired energy specialist to be lured by into the
sector because of the deficit of skills. Many in the technical side have moved into business
programs and it is not uncommon for them now to be completely Market fixated. This has
profound implications for our ability to ramp up real physical production.

Renewableenergymanufacturing

Equipment suppliersin the Energy Efficiency, Wind and PV markets are currently
experiencing major constraint limitations. In many cases the constraints are several steps
away from being resolved with component parts and materials being in short supply

Water

In terms of the European Electricity grid, it looks like one potential constraint is cooling
water for Thermal stationsin summer 2003 and Rain and snow for Hydros in a number of
yearsin Scandinavia. In planning new thermal stations both Coal and Nuclear thisis
proving one of the greatest constraints in Europe, Chinaand the US. This is perhaps one of
the most interesting aspects of our energy system reaching constraints is that unexpected
problems can tip an entire system. It also makes the threats posed by climate change much
more immediate.

Coal, Oil Shalesand Tires

Nothing shows the simple constraints in the system better than the recent curtailment on
increased coal and other minerals production by the bottleneck which is large tyre
production for open cast extraction machinery . Only afew manufacturing plants exist
world wide and all these are running 24 hours aday. Typically these only produce afew
tires aday which are hand made in large molds and cured over 24 hour periods.
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The shortage of tires means that there has been a 6 month waiting period and only existing
customers are being serviced. This has considerably curtailed new Coal production and
was largely responsible for the large spikes in coal prices on the spot marketsin the last
few years.

So although Coal supplies are extensive, they do suffer from technical constraints as well
not just those of Climate change

BBEEIRN \vith very significant constraints worldwide both in terms of resour ces
and capabilities RTDI activity should not be focused only on technology
breakthroughs but on building capability in sectorswhich are constrained.
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Biofuels

One of the major sources of false comfort to the public and to many in the energy sector is
the availability and Energy Balance of Bio Fuels as a substitute for Oil. However their
should be great caution in relation to the envisaged scale of use of Bio Fuels as constraints
are starting to appear in our food production.

Agricultural production

Very little surplus in any resources causes major price drops and similarly any deficits
causes major price hikes. The experience of anyone in farming has been formed by over
two generations of agricultural surplus. This has depressed the cost of many food products
to near (and often below) production costs. For most in the sector this seems to be the way
it always has been. Production has always outpaced demand. World demand for cereals has
started out pacing supply over the last number of years. The mgjority of Ocean fisheries
arein serious decline so these important off shore acres of protein source are disappearing.

Agricultural production is significantly under threat from high fertiliser (natural gas) costs,
soil erosion, soil lossto construction and ground water depletion.

Thehungrycar

There is widespread debate about the amount of land needed to produce Bio Fuels.
Supporters will always take the best estimates and opponents the worst. However it is safe
to say the metal beast known asacar takes the amount of land which would feed 10-50
people. The green paper getsto the heart of thisin recognizing that to meet even an
insignificant 2.5% biofuel penetration would need 10% of Ireland's tillage land. On a
global scale at 2% penetration we would be talking about 14 million cars or the food for
at least 140 million people.

The USisaready using more cereal for ethanol production than it exports. Margarine
producers in Germany are finding the rising price of vegetable oil, due to vehicle usage,
posing problems. Thisis highly likely to get even more extreme.

Priority must be given to agricultural waste for bio fuel production rather than using
energy crops. Only bio fuelswhich do not leach substantial quantities of nutrients
from land should be used.

Suggestion GP 2.2.19 It would bevital to have arepresentative Irish overseasaid on
the task forcefor bio energy. Owingtotheincreased likelihood of famine in the
developing world due to unsustainable decisions to destroy food for fuel production..
Thisisparticularly relevant in light of theindication that Ireland might import bio
fuels. In many countries cash crops, e.g. flowers, seasonal fruits etc have displaced
indigenous peoples. Palm oil particularly isseen asamajor new threat to indigenous
people.
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Our own horrific experience of famines should make us very conscious of the ability
of “neutral” market decisionsto have genocidal consequences. It isimportant that
every effort ismadeto protect Ireland’'sresidual good nhame and moral standingin
theworld.

Suggestion GP 2.2.22 I ncreased penetration of biofuels is mostly easily accomplished
by reduction of fuel consumption !!

Climatechange

Whatever some may say the problem is climate change and not Kyoto.

Asmentioned in GP 1.3.5the EU isalready talking about 15-30% reductions by 2020
Some scientific estimates are alr eady talking about reductionsin excess of 70%.

1.6.1 TheCaseagainstfurther CCGT

Focusing on the relatively modest current Kyoto targets is highly damaging in a policy
document scheduled until 2020 (3.1.1).

It allows for the acceptance of extra CCGT power stations, which are notoriously
inefficient compared to much better CHP. Unfortunately in order to allow the corporate
sector to play we have to allow afew more CCGT'sto dlip in. Ireland remains stuck at
only at an apalling 2.5% CHP penetration level, compared to the 50% penetration in
Denmark .

Wasteful CCGT Vs CHP

45.00% —

40.00% —

35.00% —

30.00% —

25.00% —

20.00% —

15.00% —

10.00% —

5.00% —

0.00% —

CCGT CHP

However by only looking at Kyoto the addition of a CCGT can be considered. However
the 1 Million tonnes additional CO2 produced, annually by this plant for the next 20 years,
will greatly increase the challenge after 2012. It is hard to understand how this can be
reconciled with concern about Climate change or Security of supply. It is obvious that
Competition isthe only real policy objective.
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1.6.2Anenergypolicy basedon Farmpolicy

In the obsession with meeting the letter of the law in regard to Kyoto rather than actually
tackling climate change the focus has been on scouring the countryside for as many
potential emission savings as possible. It is quite significant that 56% of the savings
highlighted in the green paper are non energy related. It is aso significant that the last 6
savingsin fig 2.1.2 afrom GP 2.2.5 have been completely negated by the decision to
allow another CCGT.

Emission Savings

) 56% Non energy related
. B* _ 72% Rural based

il
1.7+ —

|
|
v

A AARANN
0 BN e eew

I I I I I I I I I I
Cap Af- RES Lland Eu Build Dubli Bio- Land Nat- Mo-
Re- fore fill Car ing n fuels fill ural  tor
form sta- gas mak Regs traf- ex di- gaa tax

This appears to get Ireland out of a short term problem (i.e Kyoto) but doesn't set the
groundwork in place for the much greater challenge of the post Kyoto period. One of the
major areas not discussed is the best use of Gas and Electrical infrastructure. Ireland will
be forced to reduce energy usage by international climate change legislation or by Peak oil
and natural gas in the period up to 2020. This means that the existing Gas and Electricity
network is most likely will be reaching its maximum capacity in the next few years
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1.6.3Betteruseof National Assets

Considering that aimost €10 Billion in Electricity and Natural gas infrastructural
developments GP 1.2.8 and GP 1.2.18 has been invested it is very important that we get
the very best out of these assets for the long term. Clearly the proper allocation of these
assetsisamajor consideration. If we are serious about climate change we know we will
need massive deployment of CHP, Biomass and AD. Y et we are clogging up entire regions
with massive CCGTs and Wind projects with no consideration of how we are gong to fit in
amyriad of smaller projects |ater.

1.6.4Realistictargetsare neededuntil 2020to tackle Climatechange

It is very important that targets for CHP, AD, Biomass etc are worked out until at least 2020 with
Electrical and Gas capacity being preserved for these projects. Focus on Kyoto and quick fixesis
blinding policy to the greater challenge of the post Kyoto period.

Suggestion in the white paper it will be important to identify capacity required until 2020 for a
wide range of technologies particularly CHP and no further large scale power stations should be
allowed until thisis completed. Otherwise it makes a complete farce of the rationale behind having
apolicy document.
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2. TheFivePillarsof energypolicy
2.1 Background

Traditional enerqgy policy has four/five major pilars

o Competitiveness

® Security (partially including indigenous)

e Socia ( partially including indigenous)

® Environmental/Sustainability

and in Energy producing areasi.e Saudi, Venezuela, Russia
e Indigenous

Social and Indigenous energy policy are absent from the green paper and indeed are absent
from EU energy policy. The absence of these however means that the Green paper is
highly unbalanced. The Liberal agenda and the mythical powers of the market place are
usually treated with the abject respect that we used to preserve for Corpus Cristi
processions. Like most ideology it is crouched in its own language and magic incantations.
Unfortunately the writers of this submission believe in many wonderful things but not in
the omnipotence of the market place.

2.2. The Currentsituation -the threeamigosof the Greenpaper

. Competitiveness oo

e Security (temusde

® Environmental ( the annoying conscience)

In the great ideological wars of the late 1980s and early 1990s the liberal agenda swept the
cobwebs out of Energy policy and got rid of any |eftist type concepts like social energy
policy. Indeed for most of the 1990s Security and environment also played a very minor
part. Obviously if everybody just |eft the market to get on with it everything would have
been fine, but politics re entered the Energy markets and UK and US/ Irag messed up the
free flow of oil and Russia/lUkraine messed up the free flow of Natural Gas. This dragged
the old Security bug bear back from the past.
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It isimportant to realise that Energy policy is not an exact science and that Energy policy
goes through fads. In the 1930s,50s and 60s Social Energy policy dominated. In the 40s
and 70s security. In the 1990s and 00s Competitiveness. However it should be clearly
understood that this leads to extremely violent swings as time and time again policy finds
itself over compensating for previous periods.

At the beginning of the Thatcher/Reagan erathe energy sector had just ridden out the
nightmare of the oil embargo and had a decade of massive expenditures on new pipelines,
new oil fields, new refineries, new power stations, new transmission systems. Previous to
this during the era of the 50s and 60s huge funds had been spend on building up Energy
companies, R&D and teaching.

So there was massive fat in the system and during the liberalised market phase the
wunderkid of the markets were let |ose on the energy system and from out of the grim and
dank 1950s red brick public highly regulated companies they build their gleaming new
market. Basically the 1980s and 1990s liberalisation lived on the investments of the
previous generations and basically ran many vital energy systems into the ground. Any
industries that needed subsidies were closed. Energy R&D isonly afraction of what it was
in the 70s. Most of the Alternative energy technologies we use now is based on work
during this era.

The early eraof liberalisation in the late 80s and early 90s were the glory years, oil and
natural gas flowed freely. These glory days and the idealogical certainty is kept alivein the
GP and the delightful work on the Irish electricity market by Detoiche.

-Concepts such as security through an internal market when we import over
90% of our energy isdelightfully ludicrous Orwellian concept. It will take much
mor e than 90 days oil and Natural gasreservesto deal with infrastructural, resource
and capital constraints which will get worse over many decades.

The needfor a balancedgreenpaper

In the rest of this submission, the areas of Social and Indigenous energy policy will be
discussed. It would be important that at atime when the liberal agendaisin retreat
throughout the Energy markets that we rationalise what is useful about competitiveness
and what is pure ideology.

In the event of major disruptions we will need to keep jobs Hospitals and schools running
and start new businesses and we will need to pay for the energy we buy abroad. Cheap
competitive energy will be of no useif society can't afford it . As mentioned in the section
on the property bubble, the green paper would be atotal success if the bubble burst and
would meet al its policy targets. This obviously reflects the merits of the green paper.

Ireland is one of the few countries of the OECD that could be self sufficient with
Renewable energy. At best if we play the conventional fossil fuel game we will always be
10-15% more expensive for electricity because our coal, oil and natural gas al have long
supply chains. No matter how we flog the market and poor old ESB/ Bord gas etc we will
till live on aisdland at the mercy of international energy markets.
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However properly planned we could move far ahead of our competitors and remove
ourselves from the nightmare struggle for every declining sources of Fossil fuels. However
we will aways be a poor imitation of a perfect market.

A balanced Green paper should give equal billing to each of the following
e Competitiveness

e Socia

® Security

e Sustainability

and in Rural areas with good Renewable energy resources

e |ndigenous

3. Social EnergyPolicy

3.1. Themissinggiantof Irish EnergyHistory

Perhaps the greatest accomplishments of the Irish energy sector were the Shannon scheme
and the Rural electrification of the 30s and 50s. These scheme recently was awarded the
international Milestone award for the importance of the project internationally.

The establishment of the ESB and Bord na Mona were other drivers behind the growth of
the Irish state. All these were driven by Social energy policy and the belief that you could
propel acountry forward by supplying energy. Indeed these were among the first industrial
companiesin Ireland. The personnel, technical capabilities and financial resources nurtured
in these companies helped many other businesses start as well.

Throughout the world governments used energy projects, such as hydro projects, coal
mines, Coal gas, electricity to develop regions and entire countries. In most cases the
governments borrowed the money, develop the capabilities and built projects when private
business was unable. It is significant that aresidue of thisis still seenin GP 2.3.26, where
although the ESB is seen as somewhat a nuisance in terms of the market, government still
realises that the capabilities and importance of the company still is critical for the country.

Part of the rational e behind the government taking over monopoly powersin the energy
sector isthat businesses were good at cherry picking and supplying power to afew good
customers. Particularly from the 1890s to the 1920s their was great fragmentation in the
energy markets and it was not uncommon to have severa different electrical and Gas
standards even in the same city. So part of the reason for government involvement was the
rationalisation of Energy supply. It quickly became identified that electricity was asocia
right amost and that civilized countries had lighting for al their citizens. Indeed it is still
used as an indicator of development.

Cost was therefore not seen as an issue and water, sewerage and electricity were seen as
socia entitlements.
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The demiseofthegiant

Unfortunately being a monolith monopoly really messes with the sanity of alarge public
company and the great public giants such asthe ESB, CEGB (UK), EDF (France)
invariably developed command economy personalitiesin keeping with their positions of
total power. Between political interference, inertia and stagnation these great hulks became
an embarrassment to their ownersin government.

When the bright new shining markets arrived with their neat and tidy dissection
instructions, it seemed like a good thing to chop them down to manageable sizes.
Unbundling and rationalisation is a good way of getting rid of ones over grown love
children

With the fading of the great social experiments with their complex energy jargon, the
public sector moved back from involvement in the energy sector.

Northernlreland

The UK financial subvention into the Northern Ireland economy, became very large during
the troubles and owing to the collapse of it's heavy industry. Thereisareal risk that in a
long term economic recession or worse a depression that the UK government would not be
able to maintain this subvention and economic hardship could damage the stability which
we have all gained from.

Development of an ambitious Renewable energy pro gramme on the Island could become a
very significant engine for growth for Northern Ireland. With the remains of good
engineering skills and heavy industry Northern Ireland could take a much greater rolein
the sector.

As mentioned in sector 1.4.2 there is currently production shortfalls internationaly in the
area of Wind turbines and PV's. Without doubt an energy crisis would tighten supplies of
many other technologies. The shortfall of wind turbines and particularly wind turbine
blades offers the first opportunity in a decade for manufacturing in the sector.

Technologies where markets could be developed in the short term
District heating piping and fittings

Heat pumps

Wind turbines, Wind turbine blades, Towers,

Anaerobic digesters

CHP

Solar Water heating

Insulating exterior cladding

Heat recovery systems
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Suggestion: An all Island energy business development group which would set its targets
based on industrial development through energy projects, i.e not energy price. This should
have strong input to R&D in the sector

Plan B for theIrisheconomy

Unfortunately because we are held in thrall by the success of the Cdltic tiger thereis very
little discussion of what happens after the Property bubble and the multinational s face
problems. The Northwest group has however been working on how to stimulate the
economy post a mgjor crash

There isthe potential for a concentrated retrofit program for the Energy inefficient
infrastructure we have aready invested in excess of €400 Billion on . The retrofit program
would not be as large as the current construction effort but it could be 30-40% of it's size
and could diminish some of the worst effect of a construction collapse.

With Citizens reeling from negative equity and major devaluation of the equity markets
consumer confidence could be very low. It could be possible by amixture of initia public
pump priming, long term investment funds and borrowings to build a very lean economy
that requires minimal energy imports.

Unfortunately our work would indicate that the critical path is the time needed to develop
the technical capability and building strong case histories to facilitate financing.

The main Technologies and training that would be needed over the next 3-5 years are :
District Heating

Building Research Centre for Building retrofit

Industrial capability (asindicated in 3.3)

R&D in Low energy agriculture, Forestry, Fishing, Extractive industries

Short Sea shipping and inland waterways

High energy integration

Industrial processes which use intermittent electricity, Metal and plastic recycling
Eco industrial

Renewable energy technologies particularly AD

ESCOs

Suggestion funding of €2 Billion for 3-5 yearsto develop awide range of pilot projects
and new educational programs
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Districtheating

The poor building standards and large house sizes helps improve the economics of district
heating in Ireland in spite of lower degree days. Thiswould be the best way to keep fuel
options opens. Thistechnology will be critical if we are to greatly increase the use of CHP.

It should be seen as compulsory in all new housing estates and all Industrial estates, Public
campuses of all sorts should be retrofitted. Any plans for extensions of gas distribution
systems should be evaluated against the alternative option of district heating. It isinsane to
keep on increasing the number of Natural gas customers when we are already so vunerable
to gas shortages.

Researchand development

Much of energy technology Research and development has been impacted by simplistic
market manipulation. This has meant the focus has been chiefly on reducing cost per kwhr.
This hasin many case moved the concept of design obsolescence into energy devices. This
isavery strange concept, a“sustainable” throw away, technology. Y ou can seethiswith
many technologies such as wind, Biomass, CHPs, Boilers etc.

3.6.1Pensionenabledtechnologies

In the event that a mgjor retrofit program was undertaken on the Irish infrastructure one
potential investment vehicle would be for specialised pension and thrust fundsto be
allowed which could be used for capitalising energy projects. To limit risk these funds
could be spread over a very large range of projects. Also all equipment used could be
specified as having 20-30 year life with a high residue value, i.e be able to be fully repaired
and operated after that period.

Whileit is not permitted under EU law to set onerous standards to exclude competition
Thereisarea need however to insist on minimum design criteriafor equipment to be
designed to have a high residue for Pension requirements. At the moment many energy
technol ogies are being devel oped to minimise operating cost over 10-15 years however not
much equipment is designed for 30,50 or even 100 years continuous operation. With
production in many technologies at full capacity, very few companies would be interested
in re designing their equipment to meet the longer design lives required.

This would mean that Irish industry would have to take existing equipment and subjecting
it to rigourous testing. Irish industry would need to develop equipment to meet harsher
design life criteria and this equipment would then bes world class and that will ultimately
become that standard.

With Energy prices much higher the cost per kwhr islessof an issue.

Suggestion Financing and industrial task force to include department of finance and some
investment houses to look at what requirements they would like met by projects.
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3.6.2Intermittentpower.

3.7.

3.8.

3.9.

Ireland has immense wind and wave resources. However the maor challenge isfitting
more capacity on the system. It also has a number of areas of grid which are weak and
islands. Instead of always reinforcing grid with heavier distribution and transmission lines
it isimportant that (Integrated resource planning) IRPis used. In many cases a mixture of
technol ogies could be used which would result in lower capital costs and would help
develop a better understanding of the dynamic control of isolated systems.

Third Sector

There is amost complete control of the Irish Energy market by large corporate and public
bodies. Very little consideration is given to the third sector. Many community groups,
voluntary bodies and not for profit organisations are ideally suited to running power
projects. Indeed large percentages of RES projects in Germany and Denmark are owned
and operated by co-operatives.

In developing political support for ever more ambitious target it is critical that as many
citizens as possible are involved in the energy sector.

BB 1 isimportant to set redlistic targets for penetration by the 3¢ sector into the
energy market. Every effort should be made to remove obstacles to their involvement.
Capability building should be a crtical aspect.

Overseasaid

Ireland's overseas aid is perhaps one of the sides of the Celtic tiger that is truly impressive
and aworld leader. Unlike many nations we do not practice tied aid and from all accounts
areincredibly efficient and well thought of abroad.

Suggestion  Establishment of Overseas Aid and energy task force to establish atraining
centre in Alternative energy for devel opment workers and to look at ways that CDMs can
be used to increase funding to overseas aid and help their development projects

Maritime

Water based transport is among the most efficient ways of moving freight. In the
event of major disruptionsin international energy or trade having highly efficient
vessels could give Ireland a significant advantage. Short sea shipping isakey Eu
transport sector.
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Suggestion GP 2.2.46 (a) Establishment of a Water freight transport task force involving
Waterways Ireland, the port authorities, Marine institute and IMDO. To work with SEI etc
to source R& D funding for new generation of Short seavessels and help develop ports
particularly in the Regions.

4. IndigenousEnergyPolicy

The unfortunate reality of Irish energy policy isthat it takes very little consideration of
local communities or their needs, this green paper reflects this opinion. Counties and
regions have been massively encouraging and co-operative on facilitating government
policy up to now, the absence of any local concernsisworrying.

The principle of Subsidiary assigns decision making to the level whereit is best made. It
is probably better for Counties and regions to use their county development plans to steer
energy policy rather than wait for central government .

41 Exploitationof Rural areas

Windpower was identified in Arigna as a suitable alternative to mining in 1989 and a great
deal of work has gone into developing the industry in the area. Indeed the areais probably
synonymous with wind development in Ireland. The initial plans were extensive and
included manufacturing and the establishment of a Test centre. Every effort has been made
to maximise the benefit to the area. However the focus of devel opers tends to be on purely
commercial projects and the benefits do not substantially accrue to the area.

Value of Energy Projects to Arigna
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Employment/ Energy production

Technology
Currently wind is producing ailmost 160% of the output as the old Arigna coal burning
powerstation with less than 5 full time jobs. The potential for jobs even still is great but
low cost development prevents any strategic projects being implemented.
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Arigna had been well prepared and with strong business and technical capabilities.Thisis
not the case with the mgjority of country areas, which do not had the same capacity or
resources to help them maximize the benefits, from wind projectsin their areas. Indeed the
wind industry can be seen as the largest transfer of resources from Rural communities to
outside interests in over 400 years. No effort is being made at national level to facilitate
communities to develop their own resources.

Suggestion A minimum target of 20% of community and co-operatively owned projects
should be set.

Suggestion Give local and rural development bodies equal say in all Renewable
advisory, task forces and planning groups.

Junkpowerprojects

In parallel with the exploitation issue is the more nationally critical aspect of junk power
projects. In Agriculture particularly, CAP has learn the hard way that if you pay people to
produce junk they will produce junk. After decades of paying farmers by quantity and not
quality Europe hasfinally had to buy its way out of the mess with the single payment
scheme.

Agricultureisincreasingly looking at value added projects.

In the case of Wind and CCGT the energy community have not learnt the lesson, it is
happy to pay for the cheapest power with little regard for added value. It is particularly the
case in wind, where devel opers have moved to larger and larger turbines and are alowed
produce whenever the wind blows. The logical thing to do would be to only pay for the
useful power and have the windfarms dump power at other times. This would make wind
power marginally more expensive but would conserve distribution and transmission assets.
If wind farm capacity was given on the basis of what they produce 50-60% of the time
rather than 10-15% of the time the system could absorb a great deal more wind (This
would effectively mean down rating the turbinesto their production at 7-8 m/s) More
importantly it would force the industry to come up with methods locally of storing or using
the power.
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4.3 Classificationsystem

All regions need to start to plan for the long haul and keep capacity for a mixture of
commercial, strategic and socially important energy projects. Every county should only
have to meet their share of national targets and should set out this specific criteriain the
county development plan. Vague statements like “the county will support Renewable
energy projects’ or specify areas for development should be omitted. These give local
groups very little grounds to appeal decisions on.

The classification system that is being worked on would allow a county to set limits for
projects in the county by their economic, environmental, social and competitive value to
the county allowing only the fair share of national targets to be exempt

Classifying Local
Enerqy Projects

Getting the Balamce right
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Thiswould allow local development plans to prevent projects which are only commercial
and have no value to the region. It would mean that counties would no longer be easy
pickings for powerful companies and it would aso force the price higher for Renewables
so that more sustainable and viable local projects can be implemented.
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44 Energyagencies

Thereis no role seen for the local energy agencies in the GP. Thisis regrettable as they
have built up alarge and varied capability. Their staffs from our experience are underpaid,
under resourced and highly committed. The experience gained from working in the
agencies is exceptional as the agencies cover all energy sectors. This means that their staff
are probably better trained than most people in the energy sector. The ability to mix and
match energy supply projects with end usersis a capability that needs to be devel oped.

Suggestion A forum should be orgainsed by the Department with the energy agenciesto
discuss their plans and capabilities

45 Windturbinetest centre

There are plans for the establishment of awind turbine test centre and training centrein
Arignato develop more advanced wind farms. It differs considerably in terms of the
current focus on the wind turbines rather than the quality and value of the output.

From thisinitial small test centreit is hoped to build alarger more sophisticated large scale

hybrid project
5 CompetitiveEnergyPolicy
51 Review of technologyand projects

A major handicap with the Irish energy system is that information on projectsis hard to
come by. It isamost impossible to find out how technologies, companies and fuels
perform. There needs to be avery major review of projects to ascertain what works, how
well and what are the economics.

Competition between technologies such as heat pumps, wind, insulation materias,
building types etc can not happen without adequate information. It is extremely frustrating
having people who have had bad experience with small turbines, heat pumps, solar panels
and pellet stoves who have had grotesgue experiences.

Similarly with larger projects, availability, prices etc should be published.

Suggestion All projects that receive Government funding, obviously with the exception of
pre production projects or experimental, should publish good data. If they are not willing
to publish they should be exempt.



