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Policy Rationale -
Why Renewables?

= reduction in the emission of pollutants,
m diverse, secure and sustainable energy;

m Internationally competitive industries.



Non-Fossi| Fuel Obligation

m Secure New Capacity from Renewables
m Achieve Price Reductions

s Through Effective Competition



NFFOs Unique Selling Points

s Bankable contracts with the Public Electricity Suppliers;
s Demand led hypothecated tax / levy

s Competitive to satisfy their supply licence condition



Thelnitial Market for Renewables
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Growth in Generation from

12000

10000

8000

6000
GWh

4000 A

2000

0

NFFO-1,2,3,4& 5

~

s

ONFFO-5
B NFFO-4
B NFFO-3
B NFFO-2
O NFFO-1

1997 1998 1999 2000 2001 2002 2003 2004 2005 2006




Generation from Renewables
Under NFFO-3,4&5
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Price Reductions Under
Successive NFFO Orders
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Interest in the NFFO-5 Competition
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Onshore Wind Energy -
Actual and Predicted Growth in Capacity
and Reductionsin Price
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The Additional Cost

NFFO-3 NFFO-4 NFFO-5
Capacity 627 843 1177
MW
Average Price 4.35 3.46 2.71
p/kWh
Additional Cost 52 37 16

£m/year




The Future?
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