









Appendix 3
Allowing Local Authorities to Sell Electricity 
Consultation on making regulations under The Local Government (Miscellaneous Provisions) Act 1976 and The Local Government (Scotland) Act 1973

Policy Context

1. Our response to the DECC proposals are consistent with the Sustainable Community Strategy – Vision 2030, the Council’s Corporate Plan, the Council’s 10 point plan for economic resilience, its Climate Change Strategy, and European Covenant of Mayors commitment, in particular supporting:
· The Sustainable Gateshead objective, within Vision 2030, to ensure that 30% of energy is provided by low carbon and renewable energy sources generated locally

· Corporate Priority 6 for ‘Ensuring a Sustainable Gateshead’
· The Council’s Economic Resilience Plan objective to utilise new environmental technology as a mechanism to create new jobs and exploit competitive advantage as well as a pathway to a more sustainable low carbon economy
· The Climate Change Strategy actions necessary to meet the Council’s statutory and local commitments to reduce carbon emissions from its own activities as well as those of the wider borough.

· The Covenant of Mayors commitment to reduce Gateshead’s carbon emissions by 20% by 2020.

Background

2.
The Local Government (Miscellaneous Provisions) Act 1976 and the Local Government (Scotland) Act 1973 give local authorities power to generate heat and electricity, and power to purchase, sell and supply heat. However, the legislation currently prevents local authorities from selling electricity which is produced other than in association with heat. The current powers enable local authorities to continue to play a role in small-scale electricity and heating schemes. Until recently this was considered a suitable limitation on the role local authorities could play whilst the electricity sector in general was transferred to the private sector.
3.
As part of their role in addressing the challenges of climate change and meeting their commitments to sustainability, some local authorities are now starting to consider developing renewable generation projects either themselves, or in partnership with for example a Trust. Under the existing regulatory regime, they are not allowed to sell the electricity generated from, for example, a local authority owned wind farm.
4.
Government believes that local authorities have an important role to play in efforts to tackle climate change. Allowing them to sell electricity generated by them from renewable sources would encourage the development of local renewable electricity projects by those local authorities that are well-placed to undertake such projects either on their own or in partnerships.

Consultation Question
5. The scope of the consultation is limited to the following question:
Should local authorities be given the power to sell electricity generated by them from all forms of renewable generation as defined in the Renewables Directive?
In particular DECC would welcome any evidence or examples that could help to support the case for making a change and what the extent of that change should be, or indeed that case for making no change at all. 

“Renewable sources” are defined as meaning non-fossil sources including wind, solar, aero thermal, geothermal, hydrothermal and ocean energy, hydropower, biomass, landfill gas, sewage treatment plant gas and biogases.
Proposed Response

6. Beyond the current and impending legislative framework for carbon reduction and local commitments, the longer term UK de-carbonisation agenda will undoubtedly require increasingly stringent carbon reduction measures from local authorities across the country.   Investment in carbon saving measures to address existing commitments should also look towards the longer term de-carbonisation agenda and the possibility that this may even be brought forward, presenting even greater challenges for local authorities and communities in the future
8 In light of the range of drivers for reducing carbon emissions in Gateshead the Council has and will increasingly have a crucial role to play both in facilitating the development of private sector local renewable energy solutions through the planning framework as well as in the development and implementation of public sector driven projects alongside other stakeholders.
9.
In addressing the carbon reduction agenda the Council also wishes to capture opportunities to address fuel poverty issues balancing this with opportunities for income generation which could be reinvested in further sustainable energy projects; the intention being to deliver such projects within a council driven Energy Services Company (ESCO).

10.
Within its Covenant of Mayors Sustainable Energy Action Plan and developing ESCO strategy the Council has identified a range of potential projects, a number of which would involve renewable energy schemes for electricity generation alone. 
11.
The financial viability of these projects would be greatly improved if the Council was eligible to receive Feed-In-Tariff and Export Tariff income for the electricity produced.  Examples of specific schemes the Council would like to consider for short term delivery of locally generated renewable electricity include:

· A small-scale hydropower scheme for the Derwent River
· Wind energy across 9 potential rural sites in Gateshead
· Solar Photovoltaic retrofits on social housing

· Solar Photovoltaic on new build, joint venture housing projects across 19 sites covering around 3000 new homes.

12.
In order to proceed with identified potential schemes and realise the full potential for local renewable energy production for Gateshead addressing the Councils 3-fold aims of carbon reduction, income generation, and fuel poverty alleviation as well as legislative obligations it is crucial that the Council be given the power to benefit from Feed-in-Tariffs and Export Tariffs on electricity-only renewable energy projects.
13.
Gateshead Council is committed to contributing towards local renewable energy generation but can only do so if schemes are financially viable and beneficial to the Authority both financially and through policy.  The potential electricity-only renewable energy schemes identified by Gateshead Council may not yet be financially viable due to the existing electricity selling restrictions.
14.
Gateshead Council would welcome the ability to generate electricity from local renewable energy schemes and export this electricity for income generation purposes.  The Council therefore strongly supports the Government’s proposed amendments to legislation allowing them to sell electricity produced in its own right from renewable energy schemes.  The Council also supports the suggested definition of renewable energy sources to be included in the proposed legislation.

Alternative Options
15. The alternative option would be to disagree with the DECC proposals. 


Implications of Recommended Option

16. Financial Implications –The Strategic Director, Finance and ICT confirms that the proposals contained within the consultation paper would potentially allow local authorities to generate income from renewable energy projects 

17. Risk Management Implications - None

18.
Human Resources Implications - None
19.
Equality and Diversity Implications - None
20. Crime and Disorder Implications - None
21.
Sustainability Implications – the proposals will enable a more comprehensive approach to tackling climate change to be adopted, will contribute to achieving the Council’s and Gateshead Strategic Partnership’s objective for a Sustainable Gateshead and the achievement of the Vision 2030 objective for 30% local renewable or low carbon energy by 2030.
22.
Human Rights Implications - None
23.
Area and Ward Implications – The development of local renewable energy generation projects within Gateshead, could potentially enhance economic opportunities within areas and wards in the form of job creation, SME business support, educational resources, generation of income with the potential to alleviate fuel poverty and fund further renewable energy projects. 
Contact: George Dobson   extension: 3430
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