UK energy overhaul 'will cost homes and businesses £27bn' (Daily Telegraph 17 December 2010)

The most radical overhaul of Britain's energy industry in a generation is certain to clear the way for green power but will come at a £27bn cost to homes and businesses, according to experts. 

Plans announced by the Government on Thursday agreed to four measures largely subsidising nuclear and wind generation. The package, likely to raise bills by up to 30%, includes: 

· Fixing the price of electricity for nuclear and wind generators, so that utility companies can be sure of selling their power at a certain price. The taxpayer will make up the difference between the fixed price and the market price. 

· Artificially raising the price of European Union carbon allowances to a higher, fixed level. This will lift the cost of generating electricity from fossil fuels relative to nuclear and wind.
· Paying companies to make back-up power plant available, even if stations are not producing. This will make up for intermittent supply from wind farms.
· Introducing restrictions on emissions from coal stations.

Manufacturers in energy-intensive industries such as glass and cement-making said the new heavy financial penalties on carbon dioxide emissions could put a severe squeeze on margins. They had been looking for an exemption from a rise in the price of carbon allowances, which have to be bought to cover their emissions. 

Steve Radley, director of policy at the EEF, the manufacturers' organisation, said: "These reforms come at a significant price for UK manufacturers, including those who want to invest in low-carbon technologies. 

"The Government's own impact assessment shows the carbon price reforms will damage competitiveness for more than a decade but it offers no solutions that will mitigate it." 

John Cridland, incoming director of the CBI, agreed: "Energy costs have a disproportionate impact on manufacturers and steps must be taken to support the British economy in the long term." 

