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FROM GRID TO SUPER-GRID
TO SUSTAINABLE GRID

MAKING MARKETS WORK FOR THE ENVIRONMENT
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Who are IETA ?

Only cross-sectoral, private sector international

organisation promoting emissions trading to secure
environmental goals

Founded in 1999
Membership: ~170 companies
— 50% emitters

— 50% project developers, intermediaries, financial
institutions, brokers, verifiers, legal firms




e The size of the problem

...at least the latest IEA view of the energy part of it
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Carbon - the Residual Cost
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© What do we need
to invest In?

Energy-related CO2 is 61% of all anthropogenic GHG emissions

To reduce it requires investment in:
1. Energy efficiency
2. Lower-CO?2 fossil fuels (eg gas instead of coal)

3. CO2 sequestration - geological (esp. CCS) or biological (esp
afforestation)
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Who pays and how?
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The Right Instrument -Regulation,
Voluntarism and Trading

Gov’t
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Voluntary
targets

$ Cost
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But in reality
persuasion a mix of all
IS needed

-C Certainty of achieving ambitious carbon reductions



Continuing confusions

“As well as setting binding efficiency targets, the planned energy
efficiency directive would also require EU governments to establish
€ national "white certificate" schemes “— ENDS 9 October

Cost of |aNow-carbon action
falls through\olume effect and

technolys

gy development Price increase asriew market
available for supply e.g.
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Price reduction as regulation

: : requires actions that could
Price of carbon rises through otherwise have been substituted
tighter caps and exhaustion by trading
of cheaper solutions




Where carbon prices have been
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Where carbon prices may go
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The Price of what? Some Economic
Problems with Smart Grid Solutions

« Consumers not all that sensitive to electricity prices (SRPC
~0.2): low value on savings

« Covered entities not alert to carbon sales opportunities
e Actual consumer resistance

* Product differentiation difficult

 Not easy to persuade firms to invest in order to sell less
 No real confidence in continuous high carbon prices




@And some Regulatory Barriers to
Smart Grid Solutions

 Regulatory jurisdictions smaller than optimum field for
capturing smart grid benefits (influenced by transmission
losses)

 Mix of public and private operators confuses roles and
requirements

« Consumers’ contributions into grid a whole new ball-game
« Many regulators only focus on short-run costs to consumers
 New infrastructure (source and distribution) faces severe
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