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irol: appetite for
reforming fossil
fuel subsidies has
declined in some
countries

Massive growth in oil and gas output from North America will help to fuel Asia’s appetite for
energy but could leave the climate change agenda out in the cold. Sidan Crampsie

World leaders are failing to implement
energy policies that would put the
world on to a sustainable energy path
that would limit climate change, the
International Energy Agency (IEA)
has warned.

The Paris-based organisation says
that in spite of progress in technology
innovation and clean energy policies,
fundamental trends of rising global en-
ergy demand and the dominance of
fossil fuels in the energy mix are likely
to persist over the next 20 years.

The IEA’s assessment, published in
the latest version of its annual World
Energy Outlook (WEO), was released

just weeks before governments met in
Doha, Qatar for the UN Climate
Change Conference (COP18).

It indicates that carbon dioxide (CO,)
emissions will continue to rise in spite
of a rapid expansion in renewable en-
ergy. Emerging economies such as
China and India will drive global en-
ergy demand and their appetite for en-
ergy will be met by a surge in supplies
of oil and gas from North America and
Iraq, says the IEA.

“The IEA has delivered yet another
sober assessment of our failure to put
the world’s energy systems onto a sus-
tainable path,” said Keith Allott, head

of climate change at environmental
group WWE, which also said that the
report showed that governments and
businesses are “in denial” over the
threat posed by climate change and
that it was “crazy” that governments
still back fossil fuels over renewables.

The IEA’s WEO indicates that subsi-
dies for fossil fuels rose by 30 per cent
in 2011 to $523 billion. The trend re-
flected higher international energy
prices and rising consumption of sub-
sidised fuels. Fatih Birol, the IEA’s
chief economist, said that the appetite
for reforming fossil fuel subsidies had
also declined in some countries.

By comparison, financial support
for renewables in 2011 amounted to
$88 billion, according to the WEO, an
increase of 24 per cent over 2010.
This is likely to reach $240 billion in
2035 as renewable energy capacity
expands three-fold its 2010 levels by
2035 in the IEA’s central New Poli-
cies scenario.

Overall, the IEA has forecast that
global energy demand will rise by over
one-third in the period to 2035, with
energy-related CO, emissions rising

Continued on Page 2

Utility earnings will be hit by tighter ETS

Stricter limits on carbon emissions to
be introduced in Europe next year will
increase carbon liabilities and drag on
the earnings of western European
power generators.

Under the third phase of the EU
Emissions Trading System (EU ETS),
which takes effect on January 1, 2013,
western European utilities will no lon-
ger receive EU carbon emission allow-
ances (EUAs) for free, but will instead
have to bid for them at auction.

According to areport titled ‘Europe s
Tightening CO, Emission Rules Add
Costs And Uncertainties For Utilities’
by Standard & Poor’s Ratings Servic-
es, carbon emission liabilities could
cost companies between €92 million

(for UK-based Centrica) and €2.5 bil-
lion (for Germany-based RWE AG) in
2016.

S&P’s creditanalyst Michael Wilkins
noted: “We believe the utility sector
will be the hardest hit among carbon-
intensive industries that are subject to
Phase III of the EU ETS system. But
we think the impact on credit quality
associated with carbon exposure un-
der Phase III will vary markedly be-
tween high and low emitters of CO.,.
Where utilities fall along this continu-
um will depend on, among other
things, the auction price of EUAs,
world events affecting energy supply
and policy, individual countries poli-
cies on emissions, and companies’

own current energy mix and depen-
dence on different fuels.”

S&P’s says that utilities’ financial
exposure could increase even further
depending on the outcome of policy
changes currently being considered by
the European Commission (EC) aimed
at driving up the price of allowances.

In mid-November the EC Commis-
sion tabled a draft amendment to post-
pone the auctioning of 900 million al-
lowances from 2013-2015 to later in
Phase I1I of the EU ETS, which ends in
2020. The proposal to ‘backload’ auc-
tion volumes in Phase III takes the
form of a draft amendment to the EU
ETS Auctioning Regulation, which
was submitted today to the EU Climate

Change Committee.

Eurelectric, the organisation repre-
senting Europe’s electricity utilities,
has repeatedly called on the EC to rap-
idly publish proposals for long-term
measures to strengthen the EU ETS. It
says that these proposals should be ad-
opted along with an ambitious, firm,
long-term, economy-wide, greenhouse
gas reduction target for 2030 up to
2050.

The Confederation of British Indus-
try (CBI), the UK’s leading business
organisation, also recently called for
political agreement on a new Europe-
an energy and climate change package
by 2014 to guarantee the future of the
EU ETS.
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from an estimated 31.2 Gt in 2011
to 37.0 Gt in 2035. Non-OECD
countries will account for 65 per
cent of global energy demand by
2035, up from 55 per cent in 2010.
China’s energy demand will rise by
60 per cent by 2035 and India’s de-
mand will double over the same
period.

The rapid rise in energy demand
will be met by a “sweeping trans-
formation in oil and gas produc-
tion”, said IEA executive director
Maria van der Hoeven, that will see
a surge in supplies from unconven-
tional and deepwater sources and a
“sea-change in global energy
flows”.

“The USA will overtake Saudi
Arabia as the world’s largest oil
producer by 2020... and will also
be a clear leader in gas production
by 2015,” said Birol. This trend,
coupled with Canada’s oil sands
production will lead to a switch in
international oil trade towards Asia.
“The centre of gravity [in global
energy trade] is moving east,” com-
mented Birol.

Oil production in Iraq is forecast
to double by 2020 and the country
could overtake Russia as the sec-
ond largest global oil exporter by
the 2030s. Some 90 per cent of the
Middle East’s oil exports will go to
Asia by 2035, says the IEA.

According to the IEA, rising sup-
plies of unconventional gas from
China, the USA and Australia and
a growth in liquefied natural gas

“Sweeping transformation”:
IEA’s Maria van der Hoeven

(LNG) trade will diversify trade
flows in natural gas markets. This
could put pressure on conventional
natural gas supplies, supply routes
as well as oil-linked pricing mecha-
nisms. “Trade will grow globally to
become more diverse and com-
plex,” said Birol.

The IEA’s forecasts indicate that
CO, emissions are on a trajectory
that would be consistent with a
long-term average global tempera-
ture increase of 3.6°C, above the
“safe” target of 2°C. While energy
efficiency gains in North America
and Europe will curb emissions in
these regions, emissions in non-
OECD regions rise by over half by
2035.

WWF and other environmental
groups are urging governments to
leave fossil fuel resources in the
ground and direct subsidies to re-
newable energy in order to curb
climate change. However, the en-
ergy industry maintains that invest-
ment in all forms of energy is
needed, including the unconven-
tional oil and gas reserves about
which environmentalists remain so
concerned.

“There is great pressure on oil re-
sources because existing fields are
depleting,” said Simon Henry, CFO
of Royal Dutch Shell speaking at a
recent Canada-UK Energy Round-
table in London. “You can’t ignore
the Canadian oil sands. Production
is set to grow because of invest-
ment from Europe and China.”

Speaking at the same event, Steve
Williams, CEO of SunCor Energy,
said that Canada’s oil sand were
“essential to the world’s future en-
ergy mix”.

Agreement on Uk
energy policy brings
mixed response

The UK coalition government has managed a compromise on energy

policy. Although it has been widely welcomed by many, the government
has been criticised for not putting long-term decarbonisation at the heart

of the policy. Junior Isles

After months of infighting, as TE/
Times went to press, the UK coalition
government agreed on key elements
of an energy policy aimed at decarbo-
nisingits energy sector. The agreement
came just a week before details of the
long awaited Electricity Market Re-
form (EMR) were due to be released.

Announcing the agreement, Energy
and Climate Change Secretary Edward
Davey said: “The decisions we’ve
reached are true to the Coalition Agree-
ment, they mean we can introduce the
Energy Bill next week and have essen-
tial electricity market reforms up and
running by 2014 as planned.”

With a fifth of the UK’s electricity
generating capacity due to close this
decade, reforms are needed to provide
certainty to investors to raise the £110
billion investment in new infrastruc-
ture needed to keep the lights on and
continue the shift to a diverse, low car-
bon economy as cheaply as possible.

Among the key decisions taken are
the creation of a government-owned
company to act as a single counter-
party to give investors confidence to
enter into new long term Contracts for
Difference (CfD) for low carbon elec-
tricity projects.

The government will also have powers

to introduce a capacity market, allow-
ing for capacity auctions from 2014 for
delivery of capacity in the winter of
2018/19, if needed, to help ensure the
lights stay on even at times of peak de-
mand. The government is also seeking
to provide certainty to gas investors
and a Gas Generation Strategy will be
published alongside the Chancellor’s
Autumn Statement.

A major criticism of the agreement is
that it does not put carbon emissions
reduction at the heart of the UK’s en-
ergy policy. The government has agreed
not to set decarbonisation targets for
2030. Instead it will be allowed to take
powers to set a decarbonisation target
for 2030 in secondary legislation. A
decision to exercise this power will be
taken once the Climate Change Com-
mittee has provided advice in 2016 on
the 5th Carbon Budget, which covers
the correspondingperiod (2028-2033),
and once the government has set that
budget.

Responding to the announcement,
John Sauven, Executive Director of
Greenpeace, said: “By failing to agree
to any carbon target for the power sec-
tor until after the next election [UK
Prime Minister] David Cameron has
allowed a militant tendency within his

own ranks to derail the Energy Bill. It’s
a blatant assault on the greening of the
UK economy that leaves consumers
vulnerable to rising gas prices, and
sends billions of pounds of clean-tech
investment to our economic rivals.”

The agreement was, however, widely
welcomed by renewable energy groups.

The government announced that the
amount of market support available for
low carbon electricity investment under
the Levy Control Framework (LCF)
budgetwill grow from £2 billionin2012
to £7.6 billion in 2020 in real terms, or
£9.8 billion accounting for inflation. It
will now include support for nuclear
and carbon capture and storage.

RenewableUK expects this will stim-
ulate at least £40 billion of investment
from the private sector.

Maria McCaffery, RenewableUK
Chief Executive said: “The news that
there is rock solid support across gov-
ernment for renewable energy, and
clear evidence that Treasury and the
Department of Energy and Climate
Change are in step, provide the industry
with exactly the kind of assurances
we’ve been calling for.”

Renewable Energy Association Chief
Executive Gaynor Hartnell, noted:
“This should help to draw a line under

Cameron has allowed his “ranks
to derail the Energy Bill”

the recent politicking, which has been
so damaging to investor confidence.”

She added, however: “While the com-
mitment of the necessary budget is wel-
come, the sector urgently requires poli-
cy clarity in order to be able to invest.”

The REA is particularly concerned
about generators’ ability to sell their
electricity under the new EMR regime.
In order to be financially viable under
the new feed-in-tariff (FiT) with ‘Con-
tracts for Difference’(CfD) mecha-
nism, generators must achieve the ‘ref-
erence price’ for their power sales. It
says that evidence suggests this is un-
likely to be achieved in the UK’s il-
liquid power market.

Under the new mechanism, the gov-
ernment-owned counterparty will buy
electricity at an agreed ‘strike price’
from low carbon generators. It will top-
up revenues for low carbon generators
if the wholesale electricity price is be-
low the strike price and claw back rev-
enues if wholesale prices rise above
the strike price. The CfD FiT scheme
will replace the Renewables Obligation
although the two will run in parallel
from 2014 until 2017.

The government aims to agree strike
prices by the middle of 2013, and have
contracts signed from 2014.

UK works to drive
down CCS costs

The UK is continuing its efforts to
drive down the cost of carbon capture
and storage (CCS).

Universities and world leading en-
ergy and technology companies at the
cutting edge of CCS research are
among the 13 projects that have been
awarded £20 million for innovative
projects to reduce the cost of CCS de-
velopment. The money will come from
the UK’s £125 million CCS research
and development fund.

The innovation awards follow the
shortlisting of bidders for the next
phase of the UK’s £1bn competition
to build a commercial scale CCS
demonstration plant.

At the end of October, four projects
were shortlisted from eight bids re-
ceived after an evaluation process that
considered project deliverability, val-
ue for money, and the government’s
timetable to deliver a cost competi-
tive CCS industry in the 2020s.

The four bids, all full-chain capture,
transport and storage projects are:

B Captain Clean Energy Project: A
proposal for a new 570 MW, fully
abated coal Integrated Gasification
Combined Cycle (pre-combustion)
project

m Peterhead: A 340 MW post-combus-
tion capture project retrofitted to part
of an existing 1180 MW combined

Disappointe
move forward

cycle gas turbine power station

B Teesside Low Carbon Project: A
pre-combustion  coal gasification
project linked to an approx. 330 MWe
(net) power generating facility fuelled
by syngas with 90 per cent of CO,
abated)

B White Rose Project: An oxyfuel cap-
ture project ata proposed new 304 MW
fully abated supercritical coal-fired
power station on the Drax site in North
Yorkshire.

The successful projects are now be-
ing invited to take part in intensive
commercial negotiations with govern-
ment before decisions are taken in the
New Year on which projects to support
further.

Three of the UK’s shortlisted bids
alsoapplied for European Commission
funding from New Entrant Reserve

(NER) allowances.

The UK government has written to
the Commission to inform them that it
is willing to support these projects in
the Commission’s competition, sub-
ject to their ultimate success in the UK
competition. The Commission will
make a final decision on whether to
support a UK CCS project at the end
of the year.

Surprisingly 2Co Energy’s 650 MW
(net) Don Valley project, regarded as
the EU’s leading CCS project, failed
to make the UK competition shortlist.

Lewis Gillies, 2Co Energy Limited’s
CEOssaid: “...we are trying to come to
terms with how the UK’s most ad-
vanced project, which has been se-
lected by the EU for funding and is
currently sitting as Europe’s top ranked
project, has not even made it to the
UK’s shortlist.”

In July, Don Valley topped a list of
European CCS projects competing for
an estimated €337 million share of the
€1.3 billion funding available in the
EU’s NER300 programme.

“We will complete the current phase
of the project and meet the knowledge-
share obligations of our existing EEPR
funding from the EU but we cannot
take this project further without fund-
ing from the UK government,” said
Gillies.

Italy energy
strategy under
discussion

Italy is now debating its recently pub-
lished energy strategy (SEN) docu-
ment — the first comprehensive energy
plan presented since 1988.

This 116-page document is currently
being discussed “‘so that contributions
can come from parliament, research
institutions, and social parties (em-
ployers, labour unions)”.

Economic Development Minister
Corrado Passera, who coordinated its
drafting along with [Economic Devel-
opment] Undersecretary Claudio De
Vincenti, said that the government has
“been engaged in tidying up everything
that relates to energy, with the aim of
reducing the energy bill and ensuring
Italian prices match European prices,
particularly at the wholesale level.”

One area thatis already causing con-
cern, however, is the target for renew-
ables. The report says that in 2020
the largest share of electricity con-
sumption—between 36 and 38 per cent
— will come from renewable energy
sources.

Environmentalists are questioning
this, noting that it is not understood
how the increase in renewables will
take place, given that one of the main
points of the SEN is the cut in incen-
tives to renewables. Prime Minister
Mario Monti spoke at length on this
issue during a news conference, point-
ing out the “distortions” caused by
incentives.
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Canada is set to become a major glob-
al energy supplier as it continues to
develop its vast natural resources,
according to industry experts.

The country has the third largest oil
reserves in the world, held largely in its
vast oil sands deposits, and is also the
third largest producer of natural gas in
the world.

Investment in oil sands production is
set to rise and the country is starting to
invest in unconventional gas reserves.
Canada could also exploit oil reserves
in the Arctic, according to Simon
Henry, CFO of Royal Dutch Shell.

“Energy demand is expected to dou-
ble globally propelled by growth in
population and wealth... especially in
developing countries,” said Henry at a
conference on Canadian energy in Lon-
don last month. “Canada can become
a major global energy supplier.”

Henry noted, however, that “huge
investment in infrastructure will be
required” in North America to help
distribute Canada’s resources not only
to the USA but also to other countries
around the world. A bottleneck in
North American distribution infra-
structure has already depressed Cana-
dian oil prices, and the country will
need to build pipelines from Alberta
to the Pacific coast in order to broaden
its export markets, said Henry.

Canada is currently very reliant on
the USA for energy exports, with vir-
tually all of its oil and gas exports
going south. However, the USA’s im-
port needs are likely to decline as it

——

ramps up production of its own oil and
gas resources and improves energy
efficiency.

If Canada builds on its nascent shale
gas industry, “it could become a major
exporter of LNG to Asia”, said Henry,
noting that Royal Dutch Shell has al-
ready proposed the construction of
a gas liquefaction plant in British
Columbia to send LNG to China’s
market.

“Canada is in a good position to ex-
port gas as LNG. However there is a
narrow window of opportunity to ex-
ploit,” said Al Monaco, President and
CEO of Enbridge Corporation, also
speaking at the Canadian Energy
Roundtable. “There will be competi-
tion from other regions, such as Aus-
tralia. LNG projects are also very chal-
lenging and complex.”

But Canada’s energy investors could
face another hurdle in their efforts to
produce and exportmore energy around
the world as environmentalists put up
fierce opposition against the extraction
of both oil sands and shale gas. The EU
is also considering a proposal to ban
imports of Canadian oil sands products
because of greenhouse gas emissions
associated with its extraction.

A recent report from analysts [HS
indicates that emissions associated
with refined products derived from
Canadian oil sands are 4-18 per cent
higher than those derived from con-
ventional oil sources.

Canada’s oil and gas sector main-
tains, however, that its environmental
stewardship is among the best in the
world and is improving. It argues that

iy g
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Canada is preparing to ramp up energy production and prove its
environmental credentials.

the EU’s proposed ban discriminates
unfairly against Canadian oil sands.
“The public expects much more from
oil and gas companies in terms of en-
vironment and operational standards,”
said Monaco.

Suncor Energy CEO Steve Williams
argues that companies operating in
Alberta’s oil sands industry have made
massive steps forward in environmen-
tal performance in recent years. Major
achievements include a 30 per cent
reduction in water use compared with
six years ago, the completion of Sun-
cor’s first land reclamation project,
improved energy efficiency and invest-
ment in alternative energy.

“We remain committed to that jour-
ney but it never ends,” said Williams.

One huge environmental issue for the
oil sands extraction industry is tailings
— the creation of very fine material that
requires large ponds for it to settle.
“We have now solved this issue with
the development of a benign polymer
that allows tailing to settle much
faster,” said Williams. “We have now
been able to cancel five tailings ponds
projects. .. there is therefore much less
land disturbance. Because of the im-
pact of the technology we have given
it away free to the industry.”

This type of cooperation in the oil
sands region is set to continue through
the Canadian Oil Sands Innovation Al-
liance (COSIA), established by the 12
main producers operating in Canada.
“This is the largest collaborative effort
of any industry around the world,” said
Williams. “It is enabling the industry
to move forward.”

Rousseft faces opposition
to reforms

Brazil’s plans to reduce consumers’
electricity bills could face legal chal-
lenges from companies that have
invested in the sector.

Skagen, a Norwegian minority share-
holder in Brazilian energy utility
Eletrobras, has said it is considering
legal avenues to address new govern-
ment regulations that it believes will
affect the value of its investment.

The move follows a decision by the
government of Brazil to force utilities
to charge lower rates for electricity
in return for having their licenses
renewed.

Eletrobras has recommended that its
shareholders approve the renewal of

expiring electricity generation and
transmission licenses under the new
rules. However the company’s share
value has fallen in recent weeks and
itsays that it would lose around BR9.6
billion ($4.6 billion) in annual reve-
nues under the new licenses.

The Brazilian government argues
that utilities will be able to charge
lower rates for electricity because
investments in power transmission
and generation assets have been am-
ortized. It has also agreed to compen-
sate utilities in cases where assets are
not fully amortized.

The country’s power prices are
among the highest in the world and

President Dilma Rousseff wants a cut
in bills as part of wider plans to stim-
ulate the economy.

Eletrobras is government controlled
and is thus likely to accept the new
regulations. It says it will have to cut
costs and improve operating efficiency
in order to cope with the new regime.

Other Brazilian companies, includ-
ing CTEEP, Cemig and Cesp have
indicated that they might not apply for
their licenses to be renewed by a De-
cember 4 deadline. They will be able
to continue charging their existing
rates for energy but will have to re-bid
for licenses when they come up for
renewal.

[Pollaris

membrane offers
CCS promise

A company developing a promising
post-combustion carbon capture
membrane technology is moving for-
ward with a pilot programme to vali-
date the technology.

Membrane Technology and Re-
search Inc. (MTR) has won approval
from the US Department of Energy
(DOE) to progress to a 1 MW-scale
field test after successful completion
of preliminary tests.

MTR’s announcement came as
another key CCS demonstration
programme in the USA said that a
carbon dioxide (CO,) injection and
storage demonstration project in
Illinois had completed its first year
of operations.

MTR’s technology uses a mem-
brane that can separate and capture
90 per cent of the CO, from the flue
stream of coal-fired power plants.
The company, which was awarded
$18.75 million from the US

economic stimulus package to de-
velop its technology, says that its
Polaris membranes have the poten-
tial for reduced energy requirements
and reasonable costs.

The 1 MW system will be tested at
the DOE’s National Carbon Capture
Center in Alabama, starting in 2013.
Data generated in a 6-month field test
of the 1 MW system will be used by
MTR to develop a preliminary 20
MW full-scale commercial design in
cooperation with their partners, Vec-
tren and WorleyParsons.

Thelllinois State Geological Survey
said last month that 317 000 tonnes
of CO, had been injected into a saline
reservoir in the Mount Simon sand-
stone over the course of one year.

The project is the first demonstra-
tion scale project of its kind in the
US and is important to the commer-
cial development of CCS technology
in the country.

Carbon capture
membrane
technology is
moving forward

DOEK selects
SMR winner

The US Department of Energy
(DOE) is embarking on the com-
mercial development of small mod-
ular nuclear reactors (SMRs) after
selecting a consortium to design and
license the technology.

An inaugural funding award chose
a partnership led by Babcock & Wil-
cox for a five-year cost-share pro-
gramme to develop and commercia-
lise SMR technology.

The DOE will invest up to half of
the project cost with B&W and its
partners at least matching that in-
vestment. The DOE will help the
B&W venture — known as mPower

—to obtain Nuclear Regulatory Com-
mission licensing with a view to
achieving commercial operations of
a reactor by 2022.

B&W set up mPower with partners
Bechtel and the Tennessee Valley
Authority earlier this year to pursue
the funding opportunity. The mPower
SMR has a capacity of 180 MW and
is based on advanced integral pres-
surised water reactor technology.

TVA is preparing an application to
the Nuclear Regulatory Commission
to license up to four B&W mPower
SMRs at its Clinch River Site in Oak
Ridge, Tennessee.
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Australia energy white paper
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Australia has set out its pathway to a
low-carbon future with the publication
of its 2012 Energy White Paper.

The central objective of the white
paper is to provide the setting to de-
liver secure, reliable, clean, competi-
tively priced energy to consumers,
while building  national wealth
through the safe and sustainable de-
velopment of its energy resources.

The white paper was welcomed by
the International Energy Association
(IEA), which last month released an
in-depth review of Australia’s energy
policies.

IEA Executive Director Ms. Van der
Hoeven, commended its broad sweep
of measures in relation to clean energy.

She said Australia has made a strong
financial commitment to carbon cap-
ture and storage, the expansion of re-
newable energy and the establishment
of the commercially oriented Clean
Energy Finance Corporation, which
will invest in renewable energy, low-
emission energy and energy efficient
technologies.

She also backed Australia’s recent
introduction of a price for the emission
of carbon and proposals to reform its
electricity market in an effort to tackle
rising prices.

“The IEA views carbon pricing as a
critical component of climate policy,
and we hope its introduction in Austra-
lia will put an end to much uncertainty

in the energy sector,” she sald.

“But even with a carbon price, Aus-
tralia will need supplementary policies,
like energy-efficiency policies to un-
lock low cost abatement and technol-
ogy policies to help lower the long-term
cost of new technologies, including
renewable energy and carbon capture
and storage. Commendably, Australia
has developed a relatively balanced
package with strong elements of each
policy.”

According to a recent news report
released by the Clean Energy Council,
Australia’s renewable energy target
(RET) has delivered a reduction in
fossil fuelled power generation since
its introduction in 2001.

sets. out lo W-carbon path -

It said that Australia’s 20 per cent
RET has delivered A$18.5 billion in
investment, with the potential for
A$18.7 billion more if the policy is
retained in its current form.

“The report shows that, if left un-
changed, the Renewable Energy Target
will result in 12 per cent less coal fired
generationand 13 per cent less gas fired
generation between now and 2030,
with no reliability or security of sup-
ply issues identified,” Clean Energy
Council Chief Executive David Green
indicated.

Meanwhile, the white paper also
noted that Australian electricity pric-
ing needs to be overhauled to stop
inefficient investment in infrastructure,

e il
which is only used during rare peak
demand times. It also advocates charg-
ing more for power at peak times and
using new technologies, like smart me-
ters to help households manage their
bills.

Energy Minister Martin Ferguson said

there is no quick fix to counter energy
price rises of recent years, but he is chal-
lenging the states to introduce reforms
that might ease some of the pain.
B New South Wales is to sell its state-
owned electricity generators. How-
ever, it is expected that sale of the gen-
erator — worth up to A$3 billion
Australian ($3.1 billion) — could drag
onuntil 2014 as falling energy demand
makes the assets less attractive.

Climate change law could aid China’s environmental ambitions

China should establish a climate
change law as soon as possible, ac-
cording to The Climate Group.

The group has also suggested that the
country set up a ministerial govern-
ment body to improve climate finance
governance.

A report issued by the independent
non-profit organisation, advised set-
ting up a state climate fund and a spe-
cial fund for South-South cooperation

in dealing with the environmental
challenge.

Wu Changhua, the Greater China Di-
rector of The Climate Group praised
the government’s ecological progress.

In its 12th Five-Year Plan China has
pledged to cut energy consumption
per unit of GDP by 16 per cent while
slashing carbon emissions by 17 per
cent in the five years to 2015.

This will help China meet its pledge

of reducing carbon intensity by 40 to 45
per cent by 2020 from the 2005 levels.
According to a white paper recently
released by the Information Office of
the State Council, China will continue
to develop new and renewable energy
to protect its ecological environment
and achieve sustainable development.
China plans to increase the share of
non-fossil fuels in primary energy con-
sumption to 11.4 per cent and increase

its installed non-fossil fuel-based
generating capacity to 30 per cent by
the end of 2015, the white paper
says.

Notably, photovoltaic (PV) power
generation installation capacity con-
nected to the China State Grid by the
end of September was up 415 per cent
from the same period last year, the
State Electricity Regulatory Commis-
sion (SERC) said.

China recently said, however, that it
iscreating supportive measures to shore
its solar industry, which has been
rocked by recent US duties on Chinese
exports over alleged dumping.

At the end of October, State Grid
Corporation of China (SGCC), said it
will allow small-scale distributed solar
power generators with less than 6 MW
of installed capacity to be connected to
the grid.
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Syed Ali

The signing of several recent agree-
ments will help provide a much needed
boost to Vietnam’s ongoing clean en-
ergy development effort.

Construction of the Trung Son hydro-
power plant in the north-central prov-
ince of Thanh Hoa was set to begin in
earnest on November 24, 2012, follow-
ing the signing of a deal between Trung
Son Hydropower Co Ltd, a subsidiary
of Electricity of Viet Nam (EVN), and
a joint venture company to build and
equip the plant. The joint venture is
formed between Samsung C&T Corpo-
ration and Construction Company 47.

The total cost of the project is

1

VND?7.7 trillion ($410 million), with
VNDG6.2 trillion ($295.2 million) being
provided by the World Bank, account-
ing for about 70 per cent of the value.
The remaining money has been invest-
ed by the Trung Son Hydropower
Company Limited.

The 260 MW plant is expected to
provide 1.55 billion kWh annually to
help meet the nation’s rising energy
demand. According to the schedule,
the first turbine will be running by the
fourth quarter of 2016 and the entire
construction will be complete by
2017.

This is the first hydropower plant to
be funded in Vietnam by a loan from
the World Bank.

Funding flows for

The World Bank also recently signed
an agreement with EVN to provide
$449 million of credit to the countyr’s
$800 million Electricity Distribution
Efficiency Project.

Under the project, smart grid tech-
nologies will be introduced to the Elec-
tricity Regulatory Authority of Viet
Nam and five electricity corporations
in the northern, central and southern
regions, including Hanoi and Ho Chi
Minh City.

Separately, at the end of October the
European Union (EU) and Vietnam
signed agreements on financial sup-
port for the mitigation of climate
change, and sustainable international
trade and investment in Vietnam.

Vietnam clean energy

B Trung Son hydro deal signed
B EU to help fund climate change mitigation

The Vietnam Climate Change Global
Loan, worth €150 million ($195 mil-
lion), signed between the European In-
vestment Bank and Vietnam’s Ministry
of Finance, will contribute to environ-
mental sustainability. It will make long-
term financing available for investments
that contribute to climate change mitiga-
tion through the avoidance or reduction
of emissions of greenhouse gases by the
use of renewable energy sources and
energy efficiency enhancements, said
Herman Van Rompuy, president of the
European Council.

EVN recently said it is short of
VND20 trillion in funds targeted for
work on electricity projects during the
remainder of the year.

According to EVN’s report, the group
has mobilised only VNDS54 trillion,
which accounts for 73 per cent of its
capital needs for 2012. Total targeted
investment for the five-year plan from
2012 to 2017 is more than VND500
trillion ($24 billion). For this 2012, the
amount is around VND74 trillion.

The shortfall in funds has led to calls
for a delay in scheduled coal price
hikes, over concerns that these price
increases will lead to skyrocketing pro-
duction costs for the electricity sector.

Philippines state-owned power com-
pany Manila Electric Company (Mer-
alco) recently expressed an interest in
investing in power generation projects
in the country.

Thailand seeks to
diversity energy
sources

In an attempt to reduce its dependence on gas, Thailand is looking
to import more power from its neighbours and is also proposing more

coal fired generation.

| syed Ali

Thailand expects to import 20 000 MW
from Laos and Myanmar as part of the
country’s bid to diversify energy sourc-
es by reducing dependence on natural
gas for power generation.

A decade ago, Thailand signed a
memorandum of understanding (MoU)
to purchase 1500 MW of electricity
from Myanmar and 7000 MW from
Laos. Under its revised Power Devel-
opment Plan, covering 2010 to 2030,
supply from neighbouring countries is
limited to 20 per cent of Thailand’s
total power generation.

Energy Minister Pongsak Rakta-
pongpaisal said the Electricity Generat-
ing Authority of Thailand (Egat) has
been assigned to accelerate talks with
Laos and Myanmar and renew the
MoU, adding 10 000 MW from each

country. Supply in these two countries
far exceeds demand, he said, though
their economies are growing.

Minister Pongsak said electricity sup-
plies from Laos and Myanmar would
mostly come from hydroelectric and
coal fired power plants.

On November 12, 2012 the Cabinet
approved a Baht12 billion ($391 mil-
lion) budget to build facilities to re-
ceive electricity from the Xayaburi
Dam, currently undergoing construc-
tion in Laos.

The minister said Thailand depends
on gas “too much”, as it constitutes 70
per cent of power generation. Coal ac-
counts for 20 per cent and hydropower
5 per cent.

Over the next several years, the share
of higher-cost liquefied natural gas
(LNG) for electricity generation will
gradually increase, causing electricity

prices to rise.

Sutat Patmasiriwat, Egat’s governor
said electricity bills could nearly dou-
ble by 2017 to Baht6/MWh from
Baht3.2 if LNG dominates the supply,
hurting Thailand’s competitiveness in
manufacturing costs.

To rectify this, Egat is revising its
power development plan and will pro-
pose it to the government soon.

The revised plan will increase the
number of coal fired power plants
by five with a combined capacity of
4000 MW.
® In late October Gulf JP UT Co, a
subsidiary of Gulf JP Co, secured a
Baht39 billion financing facility from
eight banks for a gas fired power plant
project in Ayutthaya’s Uthai district.
Commercial operations are set to com-
mence in 2015.

- Pongsak Raktapongpalsal

Ac‘:’cel,eratmg ‘talks: Energy anstep ;-.

China resumes “steady”
nuclear approvals

The Cabinet’s recent approval of
plans on nuclear power safety and de-
velopment will allow the construction
of China’s nuclear power plants to
resume ‘“‘steadily”. The government
said it would allow a small number of
new nuclear reactors to be built before
2015, and only in coastal regions.

The approval of new nuclear safety
and development plans comes after a
near 20-month ban by Beijing on ap-
provals of new plants following the
Fukushima disaster in Japan.

China’sleaders ordered safety checks
for existing nuclear facilities, a review
of projects under construction and im-
proved safety standards.

“The inspection results show that
nuclear security is guaranteed in Chi-
na,” stated a government report on its
energy policy. “China implements the
principle of ‘safety first” in the whole
process of nuclear power station plan-
ning,” it said.

China currently has 15 nuclear reac-
tors that provide about 12.5 GW of
generating capacity. The current fleet
of nuclear reactors is mostly second-

generation and is based on a variety of
designs from Canada, France and Rus-
sia. Another 26 reactors are under con-
struction that willadd 30 GW, the report
said.

In a decision that could be good news
for foreign reactor builders including
France’s Arevaand US-based Westing-
house, which is owned by Japan’s
Toshiba, China stipulated that new re-
actors would need to adhere to “third-
generation” technology that meets the
highest international safety standards.

According to Dow Jones French util-
ity Electricité de France (EDF) and
French nuclear engineering firm Areva
recently signed an initial agreement
with the China Guangdong Nuclear
Power Group, or CGNPC, to design a
mid-sized nuclear reactor.

“We have signed a cooperation agree-
ment, it’s really the very first step in the
development and remains at a concep-
tual stage,” the spokeswoman said. The
three parties signed an agreement to
build a 1000 MW nuclear reactor in
October but no location has been cho-
sen for the project, she added.

Karachi commits $400 million to
boost electricity supply

The Karachi Electric Supply Company
(KESC) says it plans to invest Rs40
billion ($400 million) during the next
two to three years to boost its generat-
ing capacity and improve the efficiency
of its fleet to meet growing power de-
mand across its service territory.

A spokesman from the power utility
said that KESC would arrange these
funds from local and foreign institu-
tions in the form of debt and equity.

KESC has already invested around
$1 billion over the last four years in
various large-scale generation, trans-
mission and distribution projects. The
new investment plan, he said, is aimed
atincreasing KESC’s power generation
capacity.

Under the investment plan, KESC is
undertaking combined cycle conver-
sion projects at its three power plants
in Korangi and SITE area where it will
improve the efficiency of the plants
and add 47 MW of generating capacity.

A specially-designed ‘transmission
package’ will see the installation of
new transformer bays, in addition to
three new substations at strategic loca-
tions and the extension of six existing
substations.

The spokesman also said that in line
with a strategy to bring down the cost
of generation, the investment plan
would allow KESC to convert two of
its 210 MW oil-fired units at its Bin
Qasim-I to coal.

In addition, KESC pledges to develop

abio-waste energy project, whichwould
convert cattle manure from Landhi
Cattle Colony and organic food waste
to produce 22 MW of electricity.
B The Punjab government has signed
a memorandum of understanding with
German company AEG for cooperation
in the solar energy sector. The MoU
will see projects of at least 50 MW to
100 MW set up in Punjab in 2013 and
projects of at least 300 MW in 2014.
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UK regulators to investigate
alleged gas market manipulation

Allegations of gas market manipulation will see the UK speed up the adoption of EU regulations. Junior Isles

The UK government says it will now
speed up the implementation of the
EU’s new “Regulation on Wholesale
Energy Markets Integrity and Trans-
parency” — known as Remit — and
transpose it to British law before the
June deadline. Remit introduced ex-
plicit prohibitions on market manipu-
lation and insider trading in wholesale
energy markets.

The decision is the consequence of
an investigation by the UK’s Financial

Services Authority (FSA) and the
Office of the Gas and Electricity
Markets (Ofgem) into unusual activ-
ity in late September in the National
Balancing Point (NBP). The NBP is a
virtual hub that serves as the main
pricing point for UK natural gas.

The investigation follows allegations
made by Seth Freedman that the whole-
sale gas markets in the UK have been
“regularly” manipulated by energy
companies. Freedman worked at ICIS

Heren, an organisation that provides
data on energy prices for the industry
and sets benchmarks for prices.

ICIS Heren said that “unusual trad-
ing activity” may have affected gas
prices. It said it had identified a series
of deals done below the market trend
on September 28, and had not yet de-
termined a cause.

Energy Secretary Ed Davey voiced
his concern about the allegations, say-
ing: “We will be keeping in close touch

with the regulators while they get to
the bottom of this.”

NBP is the most active gas market in
Europe, attracting billons of dollars of
physical and financial transactions
from utilities, hedge funds and
banks.

Ofgem, which oversees the physical
market, confirmed it had received in-
formation relating to trading in the gas
market” and said it was “looking” into
the issue. The FSA, which regulates

the financial gas market, also con-
firmed it was investigating.

Shares in the UK’s biggest energy
suppliers dipped after the announce-
ment of the probe sparked calls for
tough action by regulators.

Davey said those involved in alleged
rigging would face the “full force of the
law” and promised “firm action” if the
claims turned out to be true. “If we find
we need more powers for the regulator,
we will act,” he said in parliament.

CEZ stays local on
power plant bidders

M Three bidders vie for Detmarovice
M Areva to appeal Temelin decision

CEZ, the 70 per cent state-owned
Czech power utility, is likely to select
a buyer for the 800 MW Detmarovice
coal fired power plant by the end of the
year.

The company said it received four
bids for the power plant, but one offer
failed to meet all legal requirements
and so the sale process will continue
with the three other parties.

The three bidders for the power sta-
tion — the largest such plant in the east-
ern region of Moravia — all have ties to
the country. Private investment group
BXR is the main shareholder in the
Czech Republic’s black coal-mining
operation New World Resources; En-
ergeticky a Prumyslovy Holding AS
is a closely held Czech company with

assets in energy and heavy industry;
and Gascontrol sro is a Czech company
supplying technology to the energy,
engineering and construction sectors.

As part of an agreement with the Eu-
ropean Commission to resolve compe-
tition issues, CEZ must sell at least 800
MW of'its coal fired electricity genera-
tion capacity.

Meanwhile, French engineering gi-
ant Areva said it will appeal CEZ’s
decision to exclude its bid to build
Temelin 3&4 and will call for a sus-
pension of the bid procedure.

Areva believes that its detailed offer
presented to CEZ last July is com-
pliant with statutory requirements
and has been misunderstood in many
respects.

“I deeply regret that Areva is pena-
lised based on matters that have never
been discussed between the parties be-
fore, without any dialogue or clarifica-
tion process, both of which are a stan-
dard in a nuclear industry where
transparency and dialogue are key,”
said Luc Oursel, Areva CEO.

Areva said it is now forced to take all
legal actions available under Czech and
EU laws with the objective of returning
to the Temelin 3 & 4 tender process.
The first of these actions will be an ap-
peal against CEZ’s decision on Areva’s
objections to its exclusion, which Are-
va will file with the Czech Office for
the Protection of Economic Competi-
tion, a body responsible for supervision
of public procurement processes.

Scotland leads UK renewables effort

Scotland is setting the pace in the UK’s
efforts to boost the share of renewables
in the electricity generating mix.

The country recently introduced a
new interim target of generating 50 per
cent of the nation’s electricity from
renewables by 2015.

The move, brokered by First Minister
Alex Salmond, is intended to help
Scotland meet its previous target of
generating the equivalent of 100 per
cent of electricity demand from re-
newable sources by 2020.

Salmond’s unwavering support for

renewables runs in stark contrast to the
recent friction within Britain’s coali-
tion government on renewables and
onshore wind in particular.

RenewableUK, the trade and profes-
sional body representing the wind,
wave and tidal energy industries last
month urged Prime Minister David
Cameron to get a firmer grip on energy
policy, after two Conservative MPs,
including the Energy Minister John
Hayes, sought to undermine the renew-
ables sector.

In mid-November Hayes repeated his

view that no more applications for on-
shore wind farms should enter the plan-
ning system — despite being told by his
boss, the Energy Secretary Edward
Davey, that his views do not represent
government policy, when he first made
them in the national press two weeks
carlier.

Meanwhile, the UK continues to invest
in future renewable technology. Last
month the Crown Estate announced
three new leasing agreements for tidal
energy projects at sites in Northern
Ireland, Scotland and England.

German leaders are attempting to im-
prove coordination of the country’s
transition from nuclear to renewable
energy after a sluggish and much-
criticised start to the switchover.

Chancellor Angela Merkel, who met
with the nation’s 16 state governors
last month, said they would enhance
coordination to ensure a steady power
supply, a continuing renewable en-
ergy expansion and affordable elec-
tricity prices.

Germany decided last year to phase
out nuclear power by 2022 and re-
place it with wind, solar and other
renewable energies. Critics say the
ambitious plan has fallen behind
schedule because of a lack of coordi-
nation and oversight.

Missing grid connections for giant
wind farms that utilities are planning
to build off Germany’s coasts have
been a major stumbling block to
the government’s renewables strategy,
prompting several utilities to post-
pone investment decisions until leg-
islation for a quicker expansion of
power grids has been passed.

Energy utility EnBW (Energie
Baden-Wuerttemberg AG) recently
postponed a decision on whether to
go ahead with plans to build a €1.5
billion ($1.9 billion) wind farm off the
German North Sea coast, citing lack
of adequate legislation and resultant
uncertainties over grid connections.

“We need legal clarity and reliable
framework conditions to make an
investment decision for [a project
worth] well over €1.5 billion,” execu-
tive board member Hans-Josef Zim-
mer said in a written statement.

Uncertainty slows
Germany’s energy
transition

EnBW said that it is still committed
to building the Hohe See offshore
wind park with a planned generation
capacity of 500 MW, but it will await
the conclusion of the legislative pro-
cess before evaluating the project
economics.

At the end of October a government
official said the production of renew-
able energy in Germany is expected
to grow faster than the government’s
forecast and account for almost half
of the country’s electricity within a
decade.

Stephan Kohler, who heads the
government-affiliated agency over-
seeing Germany’s electricity grid said
new installations of wind, solar and
other renewable power sources will
easily top the official target of 35 per
cent by 2022, reaching about 48 per
cent by then.

German utilities say solar power
production rose by more than 50 per
cent on the year over the first nine
months of 2012 amid a boom in in-
stallations of photovoltaic panels.

European Parliament supports shale gas development

The European Parliament has voiced
its support for exploring Europe’s do-
mestic natural gas resources.

In late November ministers voted on
the industrial aspects and environmen-
tal impacts of shale gas development in
Europe and endorsed safe and respon-
sible shale gas development.

Industry group Shale Gas Europe wel-
comed the outcome of the vote saying

that safe and responsible shale gas de-
velopment will attract investment, cre-
ate jobs, increase EU competitiveness
and generate substantial tax revenues.

It said: “Europe is at a real energy,
economic and environmental cross-
roads. Today’s votes demonstrate that
there is a growing understanding
amongst European decision-makers
that shale gas development can take

place within an adequate and respon-
sible regulatory regime.”

Shale gas exploration is viewed by
many countries as a way of reducing
independence on imported gas, espe-
cially from Russia.

Polish Prime Minister Donald Tusk
said at the end of October that the
development of both shale gas and
nuclear energy are priorities for the

country.

“For the Polish government, nuclear
energy and, of course, investments in
shale gas are priorities,” he said.
Nothing has changed in this regard.”

Tusk said Poland aimed to make itself
independent from external energy sup-
pliers, but did not elaborate.

Russia, which has long downplayed
the importance of shale gas, is now

watching its development. President
Vladmir Putin last month called on
state gas company, Gazprom, to pay
more attention to the shale gas boom
in the US.

“Politicians, experts and businesses
are talking about a real shale gas revo-
lution,” Putin said. “We are simply
obligated to take these trends into
consideration.”
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South Africa is set for investments of
R47 billion ($5.4 billion) in its energy
sector after the government signed
contracts with renewable energy de-
velopers last month.

Energy Minister Dipuo Peters and
national utility Eskom signed con-
tracts with 28 approved bidders who
will build 1400 MW of new capacity
in South Africa as part of the country’s
20-year Integrated Resource Plan
(IRP).

Successful bidders in the first round
of South Africa’s renewable energy
independent power producer (REIPP)
programme include Mainstream Re-
newable Power, Abengoa and Bio-
therm Energy.

Abengoa announced on 6 November
— one day after contract signing — that
it had started construction on two con-
centrating solar power (CSP) plants it
had been awarded. BioTherm — the
only South African company to have
been awarded three projects in the
tender —said it would start construction
of its projects immediately.

‘! _Energy Minister Dipuo Pete

South Africa’s IRP calls for the de-
velopment of 18 GW of renewable
energy by 2030. The first tender round
— known as Window 1 — awarded 632
MW of solar PV, 150 MW of CSP and
634 MW of wind energy projects.

The bidders signed implementation
agreements with the South African
Department of Energy and power pur-
chase agreements with Eskom, which
in October requested an increase in
tariffs to help it cope with the addi-
tional costs of buying more renewable
energy.

According to BioTherm, which is
developing two solar PV projects and
one wind energy plant, the price of
wind power today is more competitive
than Eskom’s recent tariff request.

Eskom has applied for an average
increase of 13 per cent over five years
to meet its own investment needs, plus
an additional three per cent to support
the entry of the new IPPs. It said in a
statement that its request balances
South Africa’s need for a secure power
supply with sustainable energy goals.

In its application Eskom said that
coal is its single largest cost and that
it has forecast coal costs to increase
by ten per cent per year over the five-
year tariff plan. The tariff application
would see Eskom’s return on assets
improve from 0.9 per cent to 7.8 per
cent over the five years.

Eskom plans to spend R337 billion
over the five years on new infrastruc-
ture build and the refurbishment of
existing assets.

South Africa’s energy regulator

Nersa will make a ruling on the tariff
application in 2013 after public
consultations.
B The International Renewable En-
ergy Agency (IRENA) is requesting
applications for the first tranche of
$350 million of funding for renew-
able energy projects in developing
countries. Financed by the Abu Dhabi
Fund for Development, the fund aims
to help developing countries mobilise
financing for renewable energy proj-
ects and improve energy access in
these regions.

AfDB highlights
wind energy benefits

African nations should do more to
encourage wind energy developments
as a means of stimulating sustainable
economic growth and improving en-
ergy access in remote rural areas, says
the African Development Bank
(AfDB).

Experts from the AfDB believe that
several African countries — including
Kenya, Somalia, Sudan, Libya and
Chad —have considerable wind energy
potential but note that wind energy is
lagging behind other types of develop-
ment project.

GE reported last month that it was
in the advanced stages of negotiation
over plans to build two wind power
projects in Kenya.

The two projects would generate
150 MW and would be built in the
Kenya Rift Valley town of Kinangop.

In a study released by the AfDB, the
bank calls on public authorities to take
a leading role in encouraging private
sector investment in wind energy.
Successful renewable energy pro-
grammes have been implemented in
northern Africa, and other regions are
now following suit, says the AfDB.

According to the Global Wind Energy
Council’s (GWEC) latest assessment of
wind energy capacity, Africa currently
has an installed wind energy capacity

of 1024 MW, nearly all of it concen-
trated in the north of the continent.

Here, says GWEC, national policies
for renewable energy development
will help the sector to continue grow-
ing. Africa has considerable wind re-
sources around its coast and in the
eastern highlands.

According to GWEC’s moderate
scenario, wind energy capacity in
Africa could reach 19 GW by 2020
and 68 GW by 2030. For this level of
capacity to be achieved, investments
would have to reach €3.58 billion per
year by 2020 and €6.24 billion per
year by 2030.

Under a more optimistic scenario,

wind energy capacity in Africa would
reach 28 GW by 2020 and 83 GW by
2030, according to GWEC. The or-
ganisation argues that wind energy
could become a major industry in Af-
rica, with local manufacturing facili-
ties providing thousands of high qual-
ity jobs.
B Wind energy competitiveness is im-
proving thanks to decreasing operation
and maintenance costs, according to a
new industry index created by
Bloomberg New Energy Finance. The
index shows that the average price for
full-service O&M fell by 38 per cent
from 2008 to 2012.

The town of Kinangop in Kenya where plans are being put in
place to build wind power projects

Armenia, Iran build
hydropower plant

Armenia and Iran say that a project
to build a hydropower plant on their
border will help to boost economic
cooperation.

The two countries have held a
groundbreaking ceremony for the
Meghri hydropower plant on the Aras
River and say that the output from the
130 MW plant will be used by Iran.

Ownership of the $320 million plant
will be handed over to Armenia after
15 years of operation, according to
reports. Construction of the plant will
take five years and will be financed by
Iran.

Armeniaiskeentoimproveties with
Iran because of disputes with Turkey
and Azerbaijan. The project will
boost Iran’s electricity capacity and
help its ambitions to export electric-
ity to its other neighbours, including
Pakistan.

Meghri hydropower plant

| Sian Crampsie

The on-going dispute between
Chinese and European solar photo-
voltaic (PV) technology suppliers has
intensified with a filing by Chinese
authorities of a World Trade Organi-
sation (WTO) case challenging sub-
sidies in the European Union.

In the filing China accuses some EU
countries of providing subsidies for
power generated by solar facilities in
which the main components have been
provided by European companies.

The complaint is thought to be aimed
at Greece and Italy.

The move follows the instigation of
an investigation by the European
Commission into the commercial
practises of Chinese PV manufac-
turers operating in Europe.

Solar trade wa
escalates

B China lodges WTO case
M ITC votes in favour of trade complaint

That investigation was triggered by
a complaint lodged with the Commis-
sion by EU Pro Sun, which represents
20 European companies and which
believes that Chinese solar companies
have been illegally dumping solar
products on Europe’s market at below
the cost of production in order to gain
market share.

A similar investigation was carried
out by US authorities earlier this year
and resulted in duties being imposed
on Chinese firms exporting goods to
the USA.

Beijing has also launched an anti-
dumping probe into European exports
of polysilicon — a material used in PV
panels—to China. China has requested
a consultation with the WTO on the
latest case.

Earlier in November the US Inter-

national Trade Commission voted
unanimously that Chinese companies
have materially injured US manufac-
turers, clearing the way for tariffs of
up to 250 per cent to be imposed.
Some US-based solar panel manufac-
turers have argued that the tariffs will
do more harm than good by hurting
trade relations with China.

In a separate move, US solar firm
Solyndra in October filed a lawsuit
against several Chinese solar panel
manufacturing firms alleging that a
wide-ranging conspiracy drove it out
of business.

The bankrupt USA-based solar
panel maker believes that Suntech,
Trina Solar and Yingli sought to de-
stroy Solyndra’s commercial position
by flooding the US market for solar
panels with cheap products and fixing

prices.

It is seeking $1.5 billion in compen-
sation, according to a Reuters report.

Solyndra’s lawsuit, filed in the US
District Court in San Francisco, says
that the three defendants “could not
keep pace with the innovation pre-
sented by Solyndra’s technology” and
therefore “entered into a conspiracy
with each other and... with key sup-
pliers and lenders to dump product at
predatory levels”.

The three Chinese firms named in
the lawsuit are all listed in the USA.
Yingli said in a statement that the
complaint was “unwarranted and mis-
guided” and that it would vigorously
defend itself.

Trina Solar says that the lawsuit by
Solyndra is “without merit” and
“baseless”.
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Siemens targets
€6 billion cuts

Siemens Prégr and
CEO Peter Loscher

Siemens has unveiled further details
of a new programme aimed at im-
proving its financial performance and
competitiveness.

The German engineering giant is
planning to save €6 billion by 2014
as well as achieve a profit margin of
12 per cent under its ‘Siemens 2014’
programme.

The move is in response to a decline
in both profitability and orders and
aims to strengthen the company’s
core activities in all business units.
“We know what we have to do, and

we’re doing it,” said Peter Loscher,
President and CEO of Siemens
AG.

Last month Siemens announced
better than expected fourth quarter
results, with a seven per cent rise in
year-on-year revenues and two per
cent rise in orders. For fiscal 2012,
revenue rose seven per cent over
2011 to €78.3 billion, while orders
came in ten per cent lower at €76.9
billion.

“A strong fourth quarter enabled
us to fulfil our expectations for fiscal
2012 and achieve one of our best
years ever,” said Loscher. “Even so
we didn’t fully succeed in signifi-
cantly boosting our performance
vis-a-vis competitors, as we did in
recent years.”

Siemens says that cost reductions
in the business will account for half
of the €6 billion target and will be
achieved through improvements in
procurement and the supply chain.

A further €2 billion will be saved by
optimising capacity utilisation, pro-
cesses and project management.

The company has already an-
nounced its intention to exit the solar
power business as part of plans to
focus on core activities.

E.On reviews

targets

| Sian Crampsie

E.On says that a fall in energy demand
and low wholesale power prices are
continuing to affect its business.

The German energy giant has aban-
doned its profit target for 2013 and is
reviewing its targets for 2015 after re-
porting a net loss for the third quarter.
Its generation business in Germany
and other parts of Europe have been
particularly hard-hit by poor trading
conditions, it says.

E.On reported nine-month sales of
€93.6 billion, 21 per cent higher than
the prior-year figure, led by strong
performances in its trading and net-
work businesses. However it reported
that its generation fleet reported low
utilisation figures over the period and
CEO Johannes Teyssen said thatsome
of its gas-fired power stations are
barely profitable.

Europe’s economic

crisis  has

weakened energy demand in the in-
dustrial sector and the depressed
power prices have been exacerbated
by the rapid expansion of renewable
energy, which is subsidised in many
European countries.

E.On says it will close two gas fired
power plants in Europe, and possibly
others elsewhere.

The company reported that its E.On
2.0 efficiency programme is starting
to show results and that the renegotia-
tion of gas procurement contracts with
suppliers had already led to improve-
ments in its wholesale gas business.

“Our nine-month results reflect the
first successes of the transformation
of our company and our ongoing ef-
ficiency enhancement programmes.
But they also clearly indicate that
we face huge challenges, particularly
in our generation business,” Teyssen
said. “That’s why we’re further
optimising our conventional genera-

German utility E.On is blaming
the rise of renewables and the
euro-zone crisis for its faltering
performance.

tion portfolio and also exploring
whether to close some assets.

“Where assets are important for en-
suring the stability of the power sup-
ply, we’re working with system op-
erators and government agencies to
find interim solutions.”

Other European utilities, including
EDF, have also reported that reduced
energy demand in Europe was affect-
ing business.

RWE, however, last month posted a
brighter outlook as it net profits for
the first three quarters rose by 33 per
cent over the same period last year.

RWE is expecting its operating
profit and earnings for 2012 to match
those of 2011, largely due to a recent
assetdisposal and asolid performance
by is coal- and lignite-fired power
generation fleet.

RWE has warned, however, that it
continue to cut costs in its business to
help reduce debt.

Vestas is planning to make further
cost savings to improve its financial
position amid a difficult trading
environment.

The wind turbine manufacturer has
announced plans to shed an additional
2000 jobs by the end of 2013 as well
as continue its hiring freeze and make
divestments.

The measures are in addition to plans
already announced to cut costs and
will help the company to make a total
saving of €400 million in 2013 com-
pared to 2011.

“Vestas is progressing faster than
expected in executing the plan we have
earlier announced to lower the operat-
ing costs of the company,” said CEO
Ditlev Engel.

“We expect 2013 to be a tough year
for the wind industry and to adapt to

future uncertain market development
we have decided to further intensify
our cost saving plan to make sure we
are scalable and able to react fast to
the challenges we expect in the market
in the coming years.”

Vestas’ initiatives will see its work-
force reduced to 18 000 by the end of
2012 and 16 000 by the end of 2013,
down from 22 700 employees at the
start of 2012.

Its troubles seem at odds with the
projected expansion of wind power
capacity around the world but the
company is particularly exposed to the
US and European markets where the
financial crisis and uncertainty over
government renewable energy policy
has reduced investment in the wind
power sector.

Vestas faces competition from Chi-
nese wind turbine manufacturers. In
addition the wind turbine market in

W €400 million savings target
W Areva plans UK factory

Europe has shifted from onshore to
offshore, where Vestas is weaker.

Last month Areva announced plans
to build a wind turbine factory in Scot-
land to serve increased demand for
offshore wind turbines for the UK
market.

Areva says it will find a site in the
east of Scotland for the manufacture
of its 5 MW offshore wind turbine
blades. It already operates a facility in
Le Havre, France, that serves the
French and Belgian markets.

Luc Oursel, CEO of AREVA, said:
“This demonstrates the group’s com-
mitment to contribute to the develop-
ment of an ambitious offshore wind
industry in the UK.

“The Scottish site will complete our
industrial plan to supply European
offshore wind projects and will
strongly position us to grasp opportu-
nities in the extensive UK market.”

journey

Hitachi Corporation says that the
acquisition of Horizon Nuclear
Power is the first step in its plans to
build “a strong UK power produc-
tion company”’.

The Japanese firm has completed
the purchase of Horizon from
German firms E.On and RWE and is
now planning to move forward with
the construction of between four
and six nuclear reactors at two nucle-
ar sites in the UK.

The £696 million ($1.12 billion)
deal will help Hitachi to bolster its
nuclear energy business, which cur-
rently accounts for less than two per
cent of its overall revenues, as well as
globalise its operations. The deal is
also a relief for the UK government
whose plans for the construction of a
new generation of nuclear facilities

Hitachi embarks
on UK nuclear

were thrown into disarray when E.On
and RWE announced plans to pull
out of the new build programme.

“Hitachi is committed to helping
the UK achieve its vision of a secure,
low-carbon and affordable energy
supply,” said Masaharu Hanyu, VP
and CEO of Hitachi’s nuclear sys-
tems division. “The acquisition of
Horizon is the first step in this jour-
ney, which will see us strive to build
a strong UK power production com-
pany and support the creation of
thousands of highly skilled jobs in
the UK’s energy sector.”

Hitachi says it will now begin dis-
cussions with UK regulators to obtain
license approvals for its advanced
boiling water reactor (ABWR) tech-
nology. It will also prioritise supply
chain engagement, said Hitachi.

Alstom reinforces solar business

Alstom has invested an additional
$40 million in BrightSource Energy
to reinforce its partnership with the
pioneering solar power firm.

The two companies have been in
collaboration since 2010 when

Alstom made its first investment.
Alstom now holds 20 per cent of the
capital of BrightSource, a leader in
conscentrated solar thermal tower
technology.

BrightSource recently announced

that it is currently at the halfway point
in the construction of the world’s larg-
est solar thermal project in California,
USA.

The two companies are also collabo-
rating in research and development of

solar thermal technologies, including
storage and hybridization with fossil
fuels.

“Alstom’s additional investment in
BrightSource reflects the important
role of our solar thermal power tower

technology in meeting the world’s
growing demand for cost-effective
power that is not only clean, but reli-
able as well,” said John Woolard,
Chief Executive Officer of Bright-
Source.
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Voith secures Alto Maipo
deal

Voith has won a contract to build
Chile’s largest hydropower project,
Alto Maipo.

The Alto Maipo project, with its
two run-of-river plants — Alfalfal II
and Las Lajas — will have a total ca-
pacity of 532 MW after completion.
Under the contract, Voith Hydro will
build the powerhouses, realise the
complete electromechanical scope,
including turbine and generator, the
engineering, manufacturing, erection
and commissioning as well as the en-
tire project management.

The contract, which was awarded
by AES Gener, will strengthen Voith’s
market position in Chile and South
America.

Westinghouse signs
agreement with SNT

Westinghouse Electric Company an-
nounced that it has signed an agree-
ment with two Siempelkamp Nuklear-
technik GmbH (SNT) subsidiaries to
jointly market and provide Passive
Autocatalytic Recombiner (NIS-PAR)
technology and analysis to the global
nuclear power plant industry.

The NIS-PAR technology uses hy-
drogen recombination to prevent the
buildup of hydrogen gas, or other
flammable gases like carbon monox-
ide that can collect and create an ex-
plosive atmosphere. The function is
completely passive and self-starting
at low temperatures and in steam
environments.

Westinghouse will perform the de-
sign and analysis of the hydrogen
control system while SNT will pro-
vide joint marketing support, the
NIS-PAR devices, test and cleaning
devices, as well as supports for
mounting the devices.

“This partnership between Siem-
pelkamp and Westinghouse will pro-
vide additional solutions to enhance
safety across the global fleet,” said
Doug Holderbaum, Westinghouse di-
rector for Post-Fukushima Safety
Products and Services.

Alstom supplies HRSGs

Fluor Corporation has awarded
Alstom a contract to provide three
heat recovery steam generators
(HRSGs) for Dominion Virginia Pow-
er’s new Brunswick County power
station in the state of Virginia, USA.

These units will be the largest
HRSGs supplied by Alstom for the
North America market. They incorpo-
rate Alstom’s OCC (Optimised for
Cycle and Constructability) design,
which offers better performance dur-
ing gas plant cycling and a lower
overall cost of construction. Selective
Catalytic Reduction (SCR) and carbon
monoxide catalyst technology embed-
ded in the HRSGs significantly re-
duce overall emissions from the plant.

The 1300 MW power plant is sched-
uled for commissioning in 2016.

Alstom wins Colombia
hydro contract

Alstom has been awarded a contract
worth around €170 million by Colom-
bia’s Empresas Publicas de Medellin
(EPM) to supply eight turbines and
generators units for the Ituango hydro-
power plant.

The 2400 MW plant will be the larg-
est in Colombia. Alstom will be the
sole turbines and generators supplier
for the project.

The contract involves the supply of
eight 300 MW Francis turbines, with
their respective speed regulators and
cylindrical gates, and eight genera-
tors with their respective excitation

systems and busbar. The first four
generating units will be ready by
2018 and the other four by 2021.

Asia-Pacific

Metso wins Indonesia
order

Indonesia’s PT Cikarang Listrindo has
placed an order with Metso for the sup-
ply of two power boilers with a total
capacity of 270 MW.

The equipment will form the heart of
a new power plant that will help PT
Cikarang Listrindo, which generates
and distributes electricity in Babelan,
near Jakarta, to increase its generating
capacity by around 30 per cent. The
€100 million order is a major break-
through for Metso in the Indonesian
power sector, says the company.

The new plant will be commissioned
in 2016.

SJVN appoints EPC
contractor

Indian public sector joint venture
firm SJVN Limited has appointed
Gamesa as the engineering, procure-
ment and construction (EPC) cont-
ractor for a47.6 MW wind farm proj-
ect in Maharashtra.

The contract includes the installation
of 56 Gamesa 850 kW turbines and a
10-year operation and maintenance
(O&M) services contract. The deal
consolidates Gamesa’s public sector
undertaking portfolio in India, says the
Spanish firm.

SJVN is a Mini Ratna CPSU (Cen-
tral Public Sector Undertaking) firm
and a joint venture between the gov-
ernment of India and the government
of Himachal Pradesh. Its operations
are focused mainly on the hydropower
sector and it is diversifying its portfo-
lio by investing in wind energy.

GE signs Zhejiang CSA

GE has signed a contractual service
agreement (CSA) with Amber Energy
Limited, a major energy provider in
China’s Zhejiang Province. The agree-
ment will enable reliable, efficient
operation of three GE Frame 6FA gas
turbines at two sites over a period of
20 years or more.

Amber Energy’s plants are located at
Anji and Quzhou and will add a total
of 354 MW to help meet China’s soar-
ing power demand. The three units are
among eight GE 6FA gas turbines in-
stalled in the country.

Amber Energy expects the Anji and
Quzhou combined cycle power plants
to enter commercial operation in
December 2012, using natural gas
supplied by China’s West-to-East
Pipeline. The company says that the
CSA will help it to reduce labour
costs and minimise operational risks.

German firm wins Thai
solar bid

Germany’s Conergy AG has won a
contract to supply parts and build two
solar farms in Thailand with a com-
bined capacity of 21 MW.

Thai Solar Energy Co Ltd (TSE)
chose Conergy for engineering, pro-
curement and construction services at
its solar parks in Suphan Buri and
Kanchanaburi provinces.

The photovoltaic solar parks, cov-
ering nearly 500 000 m? combined,
will provide enough energy for 14
000 households.

Construction and commissioning of
the parks will be finished next Febru-
ary, strengthening Thailand’s leading
position in Southeast Asian solar ener-
gy. TSE now runs one solar thermal
site in Kanchanaburi.

The Thai government wants a quar-
ter of the country’s energy requirement

to use renewable energy sources by
2022, according to Conergy.

Europe

Metso supplies biomass

plant

Metso will supply Vérnamo Energi AB
with a biomass power plant for com-
bined heat and power production in
Viérnamo in Sweden.

Under the €17 million order, Metso
will deliver a complete power plant as
well as carry out installation, training
and commissioning. The plant will
have a thermal output of 13.4 MWth
for district heating and an electrical
output of 3.6 MWe. The plant will use
local forest residues such as bark and
wood chips as fuel.

The start-up of the plant is scheduled
for autumn 2014.

Alstom services Afsin-
Elbistan

Alstom Power in Turkey has been
awarded a contract by Elektrik Uretim
A.S. (EUAS) for the repair, overhaul
and rewind of the steam turbine gen-
erator of the Afsin-Elbistan A thermal
power plant unit 3.

The scope of the €13 million contract
includes the rewinding of the rotor and
stator of the unit 3 steam turbine gen-
erator as well as providing repair and
major overhaul services for the steam
turbines along with their spare parts.
Alstom is the manufacturer of the
original turbine generator groups in-
stalled at the Afsin-Elbistan A thermal
power plant, which consists of four
344 MW units.

Service and maintenance works are
expected to be completed by the end
of 2013.

Sellafield selects partners

Sellafield Ltd has selected Amec,
Hertel (UK) Ltd and Shepley Engi-
neers Ltd as its preferred partners to
deliver work packages worth a poten-
tial £280 million at the nuclear com-
plex in West Cumbria.

The Multi Discipline Site Works
(MDSW) framework updates an exist-
ing arrangement governing how a
range of maintenance jobs and tasks,
asset care projects and asset restoration
projects are delivered across the Sella-
field site.

The framework could run for a maxi-
mum four-year timeline with a total
estimated range of £200 million to
£280 million.

Alert system for RWE
wind farms

The UK’s RWE npower renewables
is to use a web-based monitoring and
alert system to ensure the safe and ef-
ficient operation of its 27 wind farms.

The Met Office’s VisualEyes will
provide each RWE npower renew-
ables” wind farm site with detailed,
up-to-date, site-specific weather infor-
mation from one central system, and
can also anticipate weather conditions.
The system will enable RWE to im-
prove its maintenance planning, im-
prove safety and reduce costs.

RWE npower says it will extend the
use of VisualEyes into projects across
Europe over the next few months.

International

LS Cable & System wins
Qatar order

LS Cable & System, a leading South
Korean wire and cable maker, says that
it has signed a $435 million deal to
build a submarine power cable in
Qatar. Under the deal with Qatar Pe-
troleum, LS Cable & System will in-
stall 200 km of 132 kV high-voltage

power cable to connect Ras Laffan
Industrial City, about 80 km north of
Qatar’s capital of Doha, to Halul
Island.

Siemens celebrates SA win

Siemens has marked its entry to the
South African wind energy sector
with a contract to supply turbines for
the 138 MW Jeffrey’s Bay project.

Siemens will deliver 60 of its 2.3
MW wind turbines to the project and
will also carry out servicing for 10
years. The order was placed by a con-
sortium led by Mainstream Renewable
Power.

The Jeffrey’s Bay wind plant is part
of plans by the South African govern-
ment to build 20 000 MW of renew-
able energy capacity by 2030.

UniCem extends Wartsili
contract

Nigeria’s United Cement Company
(UniCem) has signed a deal with Wirt-
sild to extend an operations and main-
tenance contract covering a power
plant in Mfamosing, Cross River
State.

The original three-year contract ex-
pires in 2012 and has been extended
by a further three years. The power
plant provides electricity to UniCem’s
Mfamosing cement plant, which has
an annual cement production of 2.5
million tonnes.

The 47 MW power plant is capable of
operating on either natural gas or heavy
fuel oil and is powered by three Wart-
sild S50DF dual-fuel engines. Wirtsild
will provide operational and mainte-
nance support as well as parts and tech-
nology and engineering expertise
through a customised programme.

CESI wins SEC mandate

CESIMiddle East has signed an agree-
ment with the Saudi Electricity Com-
pany (SEC) to assist with the imple-
mentation of a high voltage direct
current (HVDC) power interconnector
between Riyadh and Mecca.

The new 800 km HDVC link will
run between the Dharma and Bahra
stations. It will not only increase the
power generation capacity of local
distribution networks, which frequent-
ly experience power disturbances,
power failures and outages, but also
provide a reliable back-up energy sup-
ply in such emergency situations.

The link will have a power carrying
capacity of 3000 MW or more, which
will result in increased energy reserve
margins for SEC. Energy demand has
increased in various regions of the
Kingdom due to the establishment of
large-scale industrial manufacturing
plants.

CESI, which specialises in power
systems technical consulting and test-
ing, will work in conjunction with
Tractebel Engineering on the project.

SEC orders ABB

substations

ABB has won orders worth around
$170 million to build a new substation
in Saudi Arabia for the Saudi Electric-
ity Company (SEC).

ABB will design, supply, install and
commission a substation to help meet
the increased demand for electricity in
and around the central pilgrimage area
of Mecca. It will help to strengthen the
grid infrastructure and enhance power
capacity to help address the issue of
growing electricity demand in Saudi
Arabia.

Saudi Arabia has one of the highest
levels of per-capita residential electric-
ity consumption in the world with
growing demand driven by economic
development. The country is executing
an ambitious Ninth Development Plan
(2010-2014) aimed at raising its in-
stalled power generation capacity by
more than 20 GW by 2014.
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Crude prices remain
at Mid East mercy,
as US energy future
brightens

B Middle East instability will continue to impact prices
m US will overtake Saudi Arabia as largest oil producer

| David Gregory

The fluctuation in crude oil prices when
fighting erupted in the Gaza Strip rein-
forces the fact that instability in the
Middle East will continue to impact
prices — even though markets are cur-
rently well supplied and major produc-
ers have not been threatened.

The Arab Spring is far from over.
Despite the fact that Libya’s oil indus-
try managed to escape a nasty civil
war virtually unscathed and bring its
oil production back on-stream rela-
tively quickly, there looms numerous
other scenarios that could literally
blow up and send the markets into a
frenzy. The civil war in Syria is the
most immediate concern, and Iran —
wrestling with its many foreign and
domestic problems — never ceases to
be a source of alarm.

Crude prices fluctuated throughout
the first three weeks of November, but

generally reflected the stability in the
market. West Texas Intermediate
(WTI) ranged between $84.44/b and
$89.28/b during the period, touching
its highest mark just as it looked that a
ceasefire in Gaza would be reached.
Brent crude ranged from $105.68/b to
$111.70/b, also hitting that range limit
during the last hours of negotiation on
November 19.

While crude prices have moved
lower in recent months, largely due to
the extra crude that Persian Gulf pro-
ducers are making available to the
market, it is still not enough to give
the global economy the kick that it
needs. Part of the decline in price can
also be attributed to a decline in de-
mand in the Western markets, brought
on by prices that continue to stifle a
rebound. High prices have also en-
couraged conservation.

The chief economist at the Paris-
based International Energy Agency
(IEA), Fatih Birol, said in London on

November 12 during the launch of the
agency’s World Energy Outlook 2012,
the high prices were acting as a brake
on global economic recovery.

“There is definitely enough oil in the
world, but the problem is that oil is
expensive,” Birol said. “The current
price levels today... are the highest in
history in terms of the average of the
year and [act as] a brake on the global
economic recovery efforts.” He added
that the current high prices are also not
necessarily good for producing coun-
tries. He said one reason was that sick
economies would need less Opec oil.
Another was that high prices encour-
age investment in unconventional oil,
which could also reduce demand for
Opec oil.

In its most recent Oil Market Report,
the IEA cut its forecast for fourth
quarter 2012 demand by 290 000 b/d
to 90.1 million b/d. Global supply for
the period is seen at 90.9 million b/d.
“Mounting pessimism over the global
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economic outlook,” was cited as the
reason, to which the US government’s
year-end ‘fiscal cliff” was added.

The IEA’s cut in forecast demand
reflected Europe’s “persistent weak-
ness,” and the impact of Hurricane
Sandy, which devastated much of the
US east coast. The agency reduced its
forecast for growth in demand during
2012 by 60 000 b/d to 670 000 b/d.

The [EA reported that Opec produc-
tion declined in October by 30 000
b/d to 31.5 million b/d, its lowest
point in nine months, and that the call
on Opec crude for the fourth quarter
0f 2012 had been reduced by 500 000
b/d to 30 million b/d. It was due to
weaker demand outlook and stronger
than expected supply from non-Opec
producers.

In the World Energy Outlook 2012,
the IEA said there is a dramatic change
in the global energy map that would
“recast expectations” about the differ-
ent countries, regions and fuels in the

global energy system over the coming
decades.

It cited North America as the place
where the most significant shift in the
global energy industry would take place.

IEA Executive Director Maria van
der Hoeven said in a statement: “North
America is at the forefront of a sweep-
ing transformation in oil and gas pro-
duction that will affect all regions of
the world, yet the potential also exists
for a similarly transformative shift in
global energy efficiency.”

The IEA said that by 2020 the US
would overtake Saudi Arabia as the
world’s largest oil producer for a few
years until the mid-2020s. It said the
US would begin to see the impact of
new fuel-efficiency measures in trans-
port. “The result is a continued fall in
US oil imports, to the extent that North
America becomes a net oil exporter
around 2030,” it said. This will quicken
the shift in international oil trade to
Asia, it added.

Gas
US shale gas changes global energy scene

The abundance of shale gas in North America has led a number of US and Canadian producers to seek LNG export
licenses that will let them sell in better markets, particularly Asia.

| Mark Goetz

US shale gas appears to have set the
conventional gas market spinning. Ac-
cording to gas market experts and
analysts, the impact of US shale — or
shale from anywhere — on the global
market will be significant.

The US shale gas ‘boom’ has driven
prices down to around $3.80 per mil-
lion BTU and the advent of shale will
eventually enable the US to attain its
long-held desire to become energy in-
dependent, and an energy exporter.

The abundance of shale gas in North
America has led a number of US and
Canadian producers to seek LNG ex-
port licenses that will let them sell in
better markets, particularly Asia.

Cheniere Energy, Sempra Energy,
Shell, BP, ExxonMobil, Apache Cor-
poration and ConocoPhillips are
among those that are keen to open the
North American LNG industry. So far,
only Cheniere has received a license
from Washington where there is a

growing sense among politicians that
limits should be placed on gas exports
in order to keep domestic energy
prices low to benefit manufacturers
and consumers.

During the next decade, LNG exports
from North America will likely amount
to 60-70 million tons/year, according
to the CFO of Shell, Simon Henry.
Shell estimates that there are projects
under consideration in the US and
Canada to export up to 130 million
tons/year of LNG, Henry said during a
conference in London last month. He
estimated the combined cost of the
projects at $300 million, plus the cost
of gas field development.

US companies are waiting for the
Department of Energy to finalise an
analysis of natural gas exports. Publi-
cation of the report has been delayed
twice but the DoE has promised that it
will be published by year-end. Deci-
sions to grant licenses to export LNG
will be based on its findings. Important
considerations of the report include

job creation and whether it would off-
set US trade imbalances.

According to the US Energy Infor-
mation Administration (EIA), US nat-
ural gas production will increase by 29
per cent from 21.6 trillion cubic feet
(tcf) in 2010 to 27.9 tcf in 2035. “Al-
most all of this increase in domestic
natural gas production is due to pro-
jected growth in shale gas production,
which grows from 5.0 tcf in 2010 to
13.6 tcf in 2035,” the EIA’S Annual
Energy Outlook 2012 says.

The report goes on to say that the
uncertainty in the size and economics
of domestic shale gas resources could
have a considerable impact on future
domestic natural gas production and
that by 2035 shale gas production
could be between 9.7 tcf and 20.5 tcf.
In that case, total US production could
range between 26.1 tcf and 34.1 tcf.

The recently-released International
Energy Agency’s World Energy Out-
look 2012 said the regional picture
for natural gas varies, but the overall

outlook over the coming decades
“looks to be bright, as demand in-
creases by 50 per cent to 5 trillion
cubic metres in 2035.”

Meanwhile, the gas market in Europe
is glum due to economic troubles and
declining demand, leading to oversup-
ply. Experts say that gas demand in
Europe will not return to its 2010 level
until 2020.

This could affect the LNG industry,
which has seen the market stagnate in
Europe and all but disappear in the
US. LNG deliveries to France, Spain,
the UK and Italy declined during the
first seven months of 2012, but the
market for LNG has remained strong
in the Asian nations of Japan, China
and Taiwan.

An EIA report estimates that large
shale gas deposits also exist in South
America, North Africa, China, India,
Australia and Europe. Not all countries
were included in the report.

While the report shows a strong pos-
sibility of shale gas reserves in Europe,

the subject has not drawn widespread
support. France has banned shale gas
drilling out of environmental concerns.
Large deposits exist in Poland, Roma-
nia and Ukraine. Poland has pursued
its unconventional gas potential —
which is estimated as high as 1.9 tril-
lion m3 — in order to reduce its depen-
dence on Russian imports. Ukraine,
too, is hoping to discover shale gas
resources for the same reason.

It was recently reported that Swe-
den’s Gripen Gas has made a discov-
ery and production could begin within
two years.

Throughout much of Europe there
is widespread concern about the risk
of environmental damage caused by
the hydraulic drilling process, known
as fracking. But should there be suc-
cess in a European country that sug-
gests success on the scale that has
been seen in the US, Europe may
embrace unconventional gas produc-
tion and move itself towards greater
energy self-sufficiency.
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Planning the EU’s future

electricity highways

A new research

and development
project known as
e-HIGHWAY2050
has been recently
launched. Its focus is
designed in line with
the three European
Energy Policy Pillars
that will be driving
policy across Europe
until 2020 — security
of supply, competitive
market conditions and
sustainability.

Dr Gary Taylor

his September saw the start of

I a major new European project

that aims to address some of the

major challenges facing the electricity

distribution and transmission net-
works across the continent.

Co-financed by the EC and
European electricity industry the
e-HIGHWAY2050 research and de-
velopment project is being delivered
by a consortium of partners including
European transmission system opera-
tors, research institutes, universities,
industry associations and a non-
governmental organisation. Fifteen
ENTSO-E  transmission  system
operators are also involved.

The project aims to develop a top-
down planning methodology to
provide a first version of a modular
and robust expansion of the pan-
European transmission network from
2020 to 2050. This will support the
planning of the pan-European trans-
mission system, including potential
electricity highways, capable of sup-
porting the energy need of future
generations. This will address the main
drivers and potential barriers for a
range of proposed grid architecture
options.

The focus of this project has been
designed in line with the three Euro-
pean Energy Policy Pillars that will be
driving policy across Europe until
2020. These are security of supply,
competitive market conditions and
sustainability.

Dr Taylor: it is vital that we minimise vulnerability to potential
issues such as a shortfall in supply or possible energy crises

across the EU

Ensuring security of supply is argu-
ably the most important aspect when
considering future electricity distribu-
tion and transmission systems. With
continually growing demand for en-
ergy itis vital that we minimise vulner-
ability to potential issues such as a
shortfall in supply or possible energy
crises across the EU. Developing and
expanding the pan-European trans-
mission network is an essential part of
creating a more diverse and integrated
network to allow for a coordinated,
Europeanresponse to any future issues
around energy supply.

Plans for increased interconnection
and the associated greater levels of
transmission system interoperability
are already starting to have an impact
across Europe with ENTSO-E leading
developments in this area. Four major
EU priority corridors — or electricity
highways — have been identified by
ENTSO-E, including one directly
relevant to the UK, which is an off-
shore grid in the North Sea.

Taking the UK as an example we can
see how interconnectivity is already
being explored on a wider scale. In
April 2011 a 1 GW interconnector
(BritNed) between the UK and Neth-
erlands became fully operational. This
is a joint venture between the Na-
tional Grid and TenneT and is oper-
ated as a commercial interconnector
meaning that funding and operation is
based on commercial management
and is separated from National Grid
and TenneT’s regulated activities.

Therefore, when building future
pan-European transmission system
interconnection investment decisions
are more likely to be based on the
present commercial viability of spe-
cific interconnectors as opposed to
coordinated pan-European transmis-
sion system development plans to
deliver future electricity highways.

A future 1 GW or greater intercon-
nection is also being considered be-

The UK has the best offshore wind

between transmission systems, distri-
bution networks and offshore grids
could be achieved by linking electric-
ity businesses, or more exactly Enter-
prise Service Buses, with secure high-
speed information highways across
trusted cloud computing platforms.

New pan-European service provid-
ers would also then be able to provide
scalable and secure information
management and exchange in order to
enable much greater interoperability
between European transmission sys-
tem operators as well as much greater
situational awareness at a pan-Euro-
pean transmission level. This will
further enable and support more ex-
tensive pan-European electricity
markets.

This project will also consider issues
of sustainability of future electricity
markets contributing to the EU com-
mitment to reducing carbon emissions
levels. The development of pan-Euro-

“Four major EU priority corridors — or electricity
highways — have been identified by ENTSO-E,
including one directly relevant to the UK, which is an
offshore grid in the North Sea”

tween UK and Norway as well as an
additional  interconnection  with
France. It is expected that up to 8 GW
of interconnection between the UK
and mainland Europe may be commis-
sioned and available by 2022. To
support this, suitable onshore high-
voltage direct current (HVDC) inter-
connector substation sites will be re-
quired alongside coordinated planning
and interoperability between potential
offshore grids in the North Sea.

With increased interconnection and
interoperability developing in this way
across Europe the scalable and secure
management and exchange of power
systems information, both at the
transmission and distribution level,
will be a crucial factor.

Furthermore, the need for the adop-
tion, deployment and demonstration
of the compliance of emerging elec-
tricity industry ICT (information and
communicationtechnology)standards
to enable greater interoperability is
also essential.

Improved levels of interoperability

pean transmission and distribution
networks can help to improve energy
efficiency and make better use of en-
ergy generated from renewable
sources.

For example, in line with European
directives the UK is now committed
to 15 per cent of all energy coming
from renewable sources by 2020 — this
is going to have a significant impact
on the transmission and distribution of
energy from 2020 and beyond. It is
thought that by 2020 around 30 per
cent or more of electrical power in the
UK will come from renewable energy
sources compared to just 7 per cent at
present.

The UK has the best offshore wind
energy resource in the world, which
can potentially provide a large-scale,
secure and sustainable energy source
to help contribute to these targets.
However, as a consequence of such
a significant change in electrical
power generation the British elect-
ricity transmission system operator
National Grid will be faced with two

energy resource in the world

key challenges from 2020.

Firstly, significantly higher power
flows across key boundaries. For ex-
ample, the boundary transfer from
Scotland to England will increase from
being around 5 per cent of peak de-
mand to around 15 per cent. Therefore,
National Grid will be deploying a large
number of novel smarter transmission
system assets. Such assets will include
embedded DC links and series com-
pensation devices in order to deliver
the higher transfers and manage the
system.

Secondly, more variable power flows
across the transmission system as wind
speeds change. This is because the
output from conventional fossil fuel
generation such as coal and gas will
rise and fall to compensate for
changes in wind farm output, but their
location on the transmission system
will be significantly different.

It will be a combination of variable
power flows and the need to optimise
the settings on sophisticated transmis-
sion system assets that will create a
major challenge for future operation.
National Grid is working both inter-
nally and externally with stakeholders,
including generators and suppliers, to
ensure thatthe appropriate solutions are
put in place from 2020 and up to
2050.

This will include the development
and adoption of more sophisticated
tools for the control engineer, im-
proved market arrangements, new
services for system balancing includ-
ing reserve or response and ensuring
new wind farms are capable of meet-
ing the appropriate national or inter-
national grid code requirements.

The results of e-HIGHWAY2050 will
be presented and debated throughout
the duration of the project with the
whole electricity value chain as well as
representatives from the impacted
stakeholders in Europe. It is hoped that
through this programme of work we can
develop a robust and evidence-based
framework that will support the expan-
sion and performance of a more inte-
grated pan-European electricity net-
work to meet demand from 2020 to
2050.

Dr Gary Taylor is Director of Brunel
Institute of Power Systems at Brunel
University, United Kingdom.
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Fuelling the future

While many say that
coal has no place in
the power industry’s
fight against

climate change,
others argue that
stopping investment
in advanced coal
technologies and
underfunding carbon
capture usage and
storage is bad climate
policy.

Milton Catelin

t a recent speech the Interna-
Ational Energy Agency’s Chief

Economist, Dr Fatih Birol, de-
scribed coal as “the forgotten fuel”. In
the context of 20 years of debates
about addressing climate change and
calls to reduce the use of the world’s
fossil fuels, 2010 saw coal’s share in
global energy consumption at its high-
est level since 1970. According to the
IEA’s 2011 World Energy Outlook
(WEO) “coal unquestionably won the
energy race in the first decade of the
21st century” matching all other en-
ergy sources combined in providing
incremental electricity supply.

In the last 30 years, worldwide coal
consumption has increased from 3.7
billion tons per year to an amount ap-
proaching 8 billion tons per year today.
The fact is that coal is the world’s
second largest source of primary en-
ergy and largest supplier of electricity
— 41 per cent of global electricity
generation comes from coal. Even in
the face of action on climate change,
coal’s role is forecast to overtake oil as
the world’s most important energy
source.

As the backbone of the world’s
electricity supply, coal must not be
excluded from the world’s energy mix
based on concern over climate change,
as we collectively cannot afford to
step back from an affordable, secure,
safe and reliable energy resource.
Coal also has a significant role to play
in CO, mitigation. Improving the ef-
ficiency of coal fired power generation
and the deployment of carbon capture
use and storage (CCUS) are key
measures that can be taken to reduce
emissions from coal combustion.

Improving the efficiency of coal
fired power generation is among the
cheapest and easiest ways to reduce
CO, emissions. Many of the world’s
existing coal fired power plants are
more than 30 years old, small, and use
inefficient subcritical technology. Re-
placing those plants with modern,
highly efficient plants can lead to a
dramatic reduction in emissions, and
China is a world leader in this, master-
ing the technology and driving down
the costs.

A one percentage point improve-
ment in the efficiency of a conven-
tional pulverised coal combustion
plant results in a 2-3 per cent reduction
in CO, emissions. Highly efficient
modern coal plants emit almost 40 per
cent less CO, than the average coal
plant currently installed.

Today, state-of-the-art coal combus-
tion technologies, which have an effi-
ciency rate of around 45 per cent, result
in the emissions of 743g of CO, per
kWh and research is on-going to reach
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The IEA’s Energy Technology Perspectives 2012 shows the
contribution of different technologies to reductions in CO,

emissions of the power sector

efficiency levels of 50 per cent and
above.

Improving the efficiency of the old-
est and most inefficient coal fired
plants would reduce global CO, emis-
sions from coal use by almost 25 per
cent representing a 6 per cent reduc-
tion in CO, emissions, more than the
total intended effect of the Kyoto
Protocol. A substantial effort should
be made by governments and interna-
tional institutions to support the de-
ployment of advanced coal fired
power generation.

Given the obvious climate benefits
of improving coal plant efficiencies, it
would seem patently obvious that in-
vestment in clean coal technologies
would be a global priority. But it
seems it is mainly China and Japan,
and until recently the USA, that are
making any substantive investments
in this area.

China’s investment represents 36
per cent of global investment in ad-
vanced coal technologies. This is not
surprising, given that Clean Coal
Technologies are listed as the top cli-
mate change initiative by Chinese au-
thorities. In its last Five Year Plan,
China retired 76 GW of small coal
power plants and replaced them with
larger, more efficient plants. As a re-
sult, from 2005 to 2010, coal con-
sumption per unit of electricity gener-
ated in China dropped by over 10 per
cent. In the current Five Year Plan
China has a target of reducing energy
intensity of its GDP by 16 per cent.
Here again, advanced coal technolo-
gies are identified as key players to
deliver this goal.

While China is modernising its coal
power plants and pushing the technol-
ogy forward, countries such as the
USA, UK and Canada are introducing
emission performance standards,
which are effectively banning the
construction of new coal fired power
plants. The Chinese approach is
clearly the sensible option: invest in
both advanced coal technologies and
in CCUS. In September China
launched its first CCUS demonstration
project and it has another nine CCUS
projects in the pipeline. This very first
operating CCUS demonstration proj-
ect in China captures CO, from a
coal-to-liquids plant and is run by
Shenhua Group, China’s largest coal
producer.

CCUS is a critical technology for
dealing with climate change. It cap-
tures CO, from power plants and in-
dustrial installations, uses it produc-
tively and stores it safely underground.
According to the WEO 2011, CCUS
will contribute around 22 per cent of
CO, abatement by 2035, more than
the deployment of renewable energy
and far more than by switching to
nuclear.

Without CCUS the IEA says that the
climate change mitigation effort will
be as much as 70 per cent more expen-
sive, or as much as an additional $4.7
trillion in mitigation costs. Govern-
ments in the US, Europe, China and
Australia have all announced signifi-
cant support for demonstrating CCUS
technology, but more action is needed
to reach the IEA’s target of 100 proj-
ects active by 2020.

The IEA’s flagship publication En-
ergy Technology Perspectives high-
lights the contribution of different
technologies to reduce CO, emissions
of the power sector at a level which
would allow us to limit global tem-
perature increase to 2°C. All low-

Catelin: coal will be front and centre in global efforts to mitigate
climate change

carbon technologies will be needed
for an effective response to climate
change; however, clean coal technolo-
gies are expected to provide roughly a
quarter of all the necessary CO, cuts in
the power sector through to 2050.

In this analysis around 7 per cent of
greenhouse gas (GHG) emissions cuts
come from integrated gasification
combined cycle (IGCC), supercritical
and ultra-supercritical plants and an-
other 16-20 per cent from coal power
plants fitted with CCUS. This is more
than solar or wind technologies which
are expected to deliver 16 per cent
and 11 per cent of the necessary cuts,
respectively.

On the basis of its analysis, the IEA
has said that it is not possible to halve
CO, emissions by 2050 without CCUS
and that mitigation costs by 2050 would
be more than 70 per cent per year
without coal and CCUS in the mix.

It is fair to say that CCUS is taking
too long. However, the facts demon-
strate that all climate solutions are
well behind schedule. The IEA calcu-
lated in 2008 that 35 CCUS coal plants
per year would need to be built in order
to keep global warming below 2°C
this century. This is fine in theory but
the reality is, in comparison to other
low-carbon technologies, CCUS is
considerably underfunded.

The Global Subsidies Initiative cal-
culated that nuclear and renewable
energy projects (excluding hydroelec-
tricity) receive $45 billion and $27
billion, respectively every year. In
comparison to this, only $12.2 billion
has been made available to fund CCS
demonstration since 2005. The fund-
ing gap is simply staggering.

Stopping investment in advanced
coal technologies and underfunding
CCUS is bad climate policy. The sta-
tistics are there in black and white:
global coal demand will continue to
grow. Based on the policies currently
in place, coal consumption is set to
double by 2035. Even if all govern-
ments fulfil their emission reduction
commitments contained in the Copen-
hagen Accord, coal demand would
still increase substantially by 2035.

Coal also provides an enormous
benefit in terms of energy security and
is actively mined in 70 countries.

Coal has been the cornerstone of
China’s unprecedented economic
growth. Virtually all of the world’s
poverty reduction between 1981 and

2008 took place in China and during
this time China lifted 662 million
people out of poverty. No other pov-
erty alleviation strategy has been more
effective than the one implemented by
China and driven by an economy fu-
elled at over 70 per cent by coal. Coal
has afforded 99 per cent of the Chinese
population access to the national
electricity grid. It was the key energy
fuel behind this revolution and it is
now playing a fundamental role in
fuelling the industrialisation of India,
where millions of people still have no
access to electricity. They are some of
the 1.3 billion people worldwide who
live in energy poverty.

The issues of poverty alleviation and
climate change are inextricably linked.
Significantly reducing poverty in de-
veloping economies is a necessary
first step to reducing greenhouse
gases. Ignore this first step and devel-
oping economies will not have the
capacity to focus their attention on
reducing their GHG emissions. IEA
analysis shows that coal will play an
important role in addressing the chal-
lenge of energy poverty. Its statistics
show that coal will be providing half
of the new on-grid electricity connec-
tions and a quarter of all new energy
needed to deliver universal electricity
access between now and 2030.

So, significant investment in clean
coal technology is paramount to pro-
vide the electricity needed to fuel
economic development in developing
countries. With international support
this increase in coal-fired power sup-
ply can be done consistent with cli-
mate objectives.

International institutions such as the
World Bank and other development
banks, the Clean Development
Mechanisms and the Green Climate
Fund must all provide support for the
deployment of advanced coal fired
power generation and CCUS technol-
ogy. The world faces significant cli-
mate and energy challenges and all
technologies have a role to play in
addressing these challenges. It is clear
that coal will be front and centre in
global efforts to mitigate climate
change and to provide real energy ac-
cess to those who currently struggle
without it, allowing more people to
live longer and better.

Milton Catelin is Chief Executive at
the World Coal Association
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A new overhead

line conductor with

a composite carbon
core is able to carry
about twice the power
of a conventional
steel-reinforced
conductor with almost
no sag.

Junior Isles explains
the significance of this
new development.

Power without the sag

he ability to put more power
Tthrough an overhead AC line is

often limited by the resulting
expansion of the cable and subsequent
sagging of the line. This can be a
challenge for utilities saddled with the
task of supplying more power to a
city. Global cable manufacturer Nex-
ans believes it has solved the problem
by developing an overhead line con-
ductor with a composite carbon core
that can carry about twice the power
of a conventional steel-reinforced
conductor with almost no sag.

Known as Lo-Sag, the conductor
has three main characteristics: high
ampacity i.e. the maximum current
throughput at normal operating tem-
perature; it can achieve nearly twice
its normal capacity by allowing its
temperature to rise to 150°C, which
is beneficial if more power has to be
transmitted through a line in an
emergency; and it has low sag, which
allows shorter towers to be built or a

proved reliability. The third driver is
the need for more interconnections
between countries for energy trading
and to accommodate the growing
amount of wind and solar.

Nexans also notes that the ability to
drive more power through a cable
could help avoid blackouts.

Francis Debladis, Nexans Over-
head lines Corporate Technical Man-
ager said: “The risk of blackout is
the nightmare of any transmission
system operator. If lines had enough
capacity to temporarily accept more
power, you can limit the effects of a
blackout.”

There are several ways to transmit
more power through a line. One op-
tion is to increase the cross-section
of the conductor. However, the in-
creased weight of the conductor
would mean towers would have to be
reinforced, which is very expensive.
Another possibility is to increase the
voltage but this would require more

Comparing cables: unlike traditional aluminium steel supported conductors (left) the new
conductor (right) features a high strength composite carbon fibre core surrounded by a thin layer

of aluminium

The new Lo-Sag cable
replaces a traditional steel
core conductor to provide
more power and less sag for

reduction in the number of towers in
a network.

There are several drivers behind the
development. Firstly, growing urban
population means that electricity con-
sumption in cities is increasing. Sec-
ondly, in many developed countries
grids can be 80 years old and are in
need of replacement, not only for in-

space between each phase and call for
the arms on the towers to be changed.
This is also generally not economical-
ly feasible. Monitoring the line in
real-time, to take the possible cooling
effect of weather conditions into ac-
count, in order to raise the current in
the line without exceeding the rated
temperature of the line is also possi-

Brazilian utility, Light creased capacity but also for im- ble. However, weather conditions
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may be such that it is not possible to
increase the current without exceed-
ing the rated temperature.

Another interesting method is to
raise the operating temperature of the
line, and this is the area that has been
the focus of a five-year development
programme by Nexans.

In many of today’s overhead cables,
the temperature rating is around
80/90°C. To inject more power, the
temperature rating has to be higher.
This solution is no more expensive.
Line losses would increase but the
main constraint is the sag caused by
thermal expansion of the line. Limit-
ing sag is important to maintain vital
safety clearances between the ground
and the conductor.

“If you raise the temperature of the
line, the sag will increase. So the co-
efficient of thermal expansion is abso-
lutely key. If you want to increase the
capacity of the line, the sag aspect is
very critical,” said Debladis.

The coefficient of thermal expan-
sion of a conductor is a measure of
the expansion per degree rise in tem-
perature. This means that a cable
with a coefficient of thermal expan-
sion of 10 expands in length by 10
um per metre for every 1°C rise in
temperature.

The coefficient of thermal expan-
sion and cable rating is determined by
the material used to make the conduc-

Nexans has worked with Light, Rio
de Janeiro’s electric utility to develop
the conductor. The new cable will
help Brazil supply more electricity to
its large urban centres, where the con-
struction of new overhead transmis-
sion lines is severely restricted and
needs controlled clearance to build-
ings or natural obstacles.

The first conductor was installed
late last year for demonstration on
Light’s 138 kV line that connects SE
Cascadura to SE Sédo Jose in Pavuna
district. Pavuna is an area that needs
more electricity. The new Lo-Sag ca-
ble replaces a traditional steel core
conductor in a 2-3 km section where
there is a tower at approximately ev-
ery 300 m span. In this installation,
Lo-Sag has been proved to increase
power transmission capacity by 72.5
per cent, says Nexans.

The existing ACSR conductor has
an ampacity of 690 A at about 70°C
and a power throughput of 165 MW.
The sag on the line under these oper-
ating conditions is 9.3 m between
each span. With the Lo-Sag replace-
ment, Nexans says ampacity would
increase to 1380 A at about 150°C.
Power delivered will be increased to
330 MW and the sag would be just
8.1 m.

Following several months of suc-
cessful operation on the demonstra-
tion installation, Nexans recently won

“If you raise the temperature of the line, the sag will
increase. So the coefficient of thermal expansion is
absolutely key...”

tors. The oldest product used for high
temperature transmission is Alumini-
um Conductor Steel Supported
(ACSS) cable. This can reach 200°C
but with a coefficient of thermal ex-
pansion of 11.5, experiences signifi-
cant sag.

Invar core, another type of conduc-
tor, can reach 200°C and has a coeffi-
cient of thermal expansion of 2. How-
ever, it has low strength and cannot
handle icing conditions.

In order to overcome the limitations
of existing conductors Nexans tech-
nology centres in France and Belgium
initiated a five-year development to
develop a new cable. The new com-
posite conductor can reach 150°C. It
has both a low coefficient of thermal
expansion (between 2 and 4) and a
high strength-to-weight ratio, accord-
ing to the company.

The conductor features a high
strength composite carbon fibre core
surrounded by a thin layer of alumini-
um. This aluminium tube provides a
good barrier between the core and the
outside. This avoids any possibility of
oxidation of the core, which can be
damaging. The aluminium tube is
then surrounded by two layers of a
high-temperature aluminium alloy.

According to Nexans, the construc-
tion has performed as expected under
a number of tests for things such as
abrasion, corrosion and ageing.

Compared to a traditional alumini-
um conductor steel-reinforced (ACSR)
cable, the superior performance in
terms of sag is stark. According to
Nexans, a 400 m-long ASCR cable
operating at 90°C would sag 14.9 m.
This compares to just 10.8 m for a
Lo-Sag cable operating at 150°C.

This essentially means that a Lo-Sag
conductor can carry almost twice as
much power as a conventional cable
if necessary while maintaining the
specified ground clearance limits.

an order for a commercial project.
This will be a 25 km cable in the Sao
Paulo area.

Although the price of the cable is
around three six times that of a tradi-
tional conductor, Nexans believes that
it still makes a strong economic case
for utilities.

Debladis noted: “If you really want
to increase the power and have to
build a new line, it can cost about
€700 000/km. A conductor costs
about €30 000/km i.e. €90 000/km for
three phases. So you can see that re-
conductoring with a new conductor is
much less capital intensive than build-
ing a new line. Also, this can be done
immediately as here is no need to ob-
tain a new right-of-way, which can be
difficult in many countries.”

While Lo-Sag has been developed
to meet the particular needs of
Brazil’s transmission network, espe-
cially in upgrading projects, the con-
cept is suited to many other markets
around the world. It can offer advan-
tages in the construction of new trans-
mission lines, especially for the long
spans, over 1 km, needed for river
crossings. It enables the tower height
can be up to 30 per cent lower.

Commenting on the opportunities
for the conductor Debladis said: “We
can split it into two markets. The first
is refurbishment, which is mainly for
developed countries. This market is
about €3 billion/year. The second is
for new cables, mainly in emerging
countries. Asia is the biggest market
for new cables. It is roughly the same
size as the refurbishment market,” he
said.

As the need for more interconnec-
tions grows — whether due to greater
use of renewables or increasing urban
population — Lo-Sag looks set to play
an important role in both new and re-
furbishment transmission develop-
ment projects.
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Fiddling while
ROME OUrns

egend has it that Roman Em-
Lperor Nero played his lyre or

— as the saying now goes fid-
dled — while the city of Rome burned.
Many of today’s government leaders
could be accused of doing much the
same in tackling global warming.

At the end of November as the 18th
Conference of Parties (COP18) cli-
mate change talks were set to begin in
Doha, Qatar, the spotlight once again
returned to how the world would
move forward on preventing disas-
trous climate change caused by the
ever-increasing levels of carbon diox-
ide (CO,)in the atmosphere. Yet it is
fair to say that the build-up going into
the latest round of climate change
negotiations has been a low-key affair
compared to recent meetings, as heads
of government averted their attention
to the ongoing economic crisis.

But if we are to believe the science,
which seems irrefutable, fighting
short-term fires while the volcano
simmers may not be the best policy.

Last month the World Meteorologi-
cal Organization (WMO) said the
amount of greenhouse gases in the
atmosphere reached a new record high
in 2011.

Total radioactive forcing, or the

warming effect on the climate, of all
long-lived greenhouse gases was the
CO, equivalent of 473 parts per mil-
lion last year, a 30 per cent increase
over thatin 1990, said the WMO 2011
Greenhouse Gas Bulletin.

It said CO, accounted for about 80
per cent of the increase; and the amount

that if swift action is not taken by na-
tions, emissions are likely to be at 58
Gt in 2020.

It says that even if the most ambitious
level of pledges and commitments
were implemented by all countries,
under the strictest set of rules, there
will now be a significant gap between

“...several countries no longer want to be part of a
second Kyoto commitment period ”

of CO, in the atmosphere reached
390 parts per million in 2011, or 140
per cent of the pre-industrial level.

Meanwhile the Emissions Gap Re-
port 2012, coordinated by the UN
Environment Programme (UNEP) and
the European Climate Foundation,
released days before COP18, said that
greenhouse gas emissions levels are
now around 10 per cent above where
they need to be in 2020.

Instead of declining, it claims that the
concentration of greenhouse gases in
the atmosphere is actually increasing
— up by around 20 per cent since
2000.

The report, which involved 55 scien-
tists from more than 20 countries, says

current pledges to cut greenhouse
gases for 2020 and the benchmark of
44 Gt, claimed to offer a credible
pathway to keeping global temperature
increase to below 2°C. Last year, the
UNEP put the gap between pledges
and what is needed at 6-11 Gt but has
now increased this to 8-13 Gt.

Christiana Figueres, Executive Sec-
retary of the UN Framework Conven-
tion on Climate Change (UNFCCC),
said: “This report is a reminder that
time is running out, but that the techni-
cal means and the policy tools to allow
the world to stay below a maximum
2°C are still available to governments
and societies.”

She added: “Governments meeting
in Doha for COP18 now need to ur-
gently implement existing decisions
which will allow fora swifter transition
towards a low-carbon and resilient
world. This notably means amending
the Kyoto Protocol, developing a clear
vision of how greenhouse gases can
be curbed globally before and after
2020, and completing the institutions
required to help developing countries
green their economies and adapt,
along with defining how the long-term
climate finance that developing coun-
tries need can be mobilised. In addi-
tion, governments need to urgently
identify how ambition can be raised.”

Just ahead of Doha the World Bank
also published its ‘Turn Down the
Heat’ report — a snapshot of the latest
climate science prepared for the
World Bank by the Potsdam Institute
for Climate Impact Research (PIK)
and Climate Analytics.

It said the world is heading down a
path towards a 4°C temperature rise
by the end of the century if the
global community fails to act on cli-
mate change.

Going into COP18, one of the main
areas up for discussion was extending
the Kyoto Protocol. It was hoped that
definite arrangements would be made
for the implementation and enforce-
ment of a second commitment period
that would start in January 2013.
Extending the Kyoto Protocol would
act as a stopgap measure while nego-
tiators work on a wider legally binding
deal, which would take effect in
2020.

The 27-nation EU bloc, Switzerland,
Norway and Australia are on board
but several countries no longer want
to be part of a second Kyoto commit-
ment period. New Zealand is the most
recent to say it will not be signing up
to a second commitment period. In-
stead, the government said, it would
opt for a non-binding pledge under the
United Nations Framework Agree-
ment on Climate Change.

The action puts New Zealand with a
group of developed and developing

countries responsible for 85 per cent
of global emissions, including the
United States, Japan, China, India,
Canada, Brazil and Russia.

“I want to emphasise that New Zea-
land stands 100 per cent behind its
existing KyotoProtocol commitment,”
Climate Change Minister Tim Groser
said in a statement.

“There is no question of withdraw-
ing. The issue was always different:
where would we take our next commit-
ment — under the Kyoto Protocol or
under the Convention with the large
majority of economies?”

Akey part of the new Kyoto Protocol
commitment is some kind of revision
of the Clean Development Mechanism
(CDM). The CDM, credited with creat-
ing the first global environmental
currency, is now under threat due to the
current low prices paid for credits, the
result of low demand and uncertainty
over the timing and level of future
demand, which is tied to countries’
emission reduction commitments.

The CDM allows emission reduction
projects in developing countries to
earn certified emission reductions
(CERs), each equivalent to one tonne
of CO,. CERs can be traded and sold,
and used by industrialised countries to
meet a part of their emission reduction
targets under the Kyoto Protocol.

In less than 10 years, the CDM has
resulted in 5000 projects in more than
80 countries. A recently released UN-
FCCC secretariat report, titled Benefits
of the Clean Development Mechanism
2012, examined roughly 4000 CDM
project activities with respect to their
contributions to sustainable develop-
ment. It says the CDM has delivered
110 000 MW of new renewable energy
capacity and spurred $215.4 billion of
investment in projects by the end of
2012 in developing countries.

A high-level independent panel re-
cently concluded that if nations per-
mit the CDM mechanism to disinte-
grate, the political consensus for truly
global carbon markets might evapo-
rate. Therefore, the panel is calling
on nations to increase their mitiga-
tion ambition by strengthening the
pledges made under the UNFCCC
and by adopting corresponding do-
mestic policies and measures.

While prices for CERs have dropped
over the past year, Figueres points out
that this is a matter of under-demand
and stresses the need for countries to
increase their level of ambition to re-
duce greenhouse gas emissions. “I say
that the problem is one of ‘under-de-
mand’ and not ‘over-supply’ because
even if every last unit available in
markets today were used or cancelled
to meet mitigation targets, we would
still be far from reaching the Parties’
goal to limit global warming to 2 de-
grees or better,” she said.

The high-level panel, which offi-
cially presented its report at the 69th
meeting of the CDM Executive Board
in Bangkok in September, urged na-
tions to intervene forcefully to address
the crisis in the carbon market and
substantially increase their level of
ambition when it comes to reducing
greenhouse gas emissions.

Such ambition is sorely needed; after
all, today much more than Rome is at
stake. It is time for certain world lead-
ers to transform from Nero to hero.
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