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Twelfth Report 

INSTRUMENTS REPORTED 

The Committee has considered the following instrument, and has 
determined that the special attention of the House should be drawn to 
it on the ground specified. 

 Draft Renewables Obligation Order 2005 

1. The Department for Trade and Industry (DTI) has laid the Draft 
Renewables Obligation Order 2005 (“the draft Order”) under sections 32 to 
32C of the Electricity Act 1989 (“the 1989 Act”). It has also provided an 
Explanatory Memorandum (EM) and a Regulatory Impact Assessment 
(RIA). 

2. The Explanatory Note states that the draft Order imposes an obligation (“the 
renewables obligation”) on all electricity suppliers licensed under the 1989 
Act and supplying electricity in England and Wales, to supply to customers 
in Great Britain specified amounts of electricity generated by using 
renewable sources. It explains that as alternatives, in respect of all or part of 
an electricity supplier’s renewables obligation, an electricity supplier is 
permitted to provide evidence that other licensed electricity suppliers have 
supplied electricity generated using renewable sources instead of it, or to 
make a payment to the Gas and Electricity Markets Authority (“the 
Authority”). 

3. Paragraph 2.1 of the EM states that the draft Order revokes and re-enacts the 
Renewables Obligation Order 2002;1 and that the latter Order “is the 
Government’s main policy measure to encourage the development of 
electricity generating capacity using renewable sources of energy in the UK.” 
The EM states that the draft Order also makes some substantive changes to 
the renewables obligation system, including increasing the amount of the 
obligation; providing for the interaction of the obligation with an analogous 
obligation being set up in Northern Ireland; protecting against financial 
default by electricity suppliers; protecting against regulatory arbitrage 
between different obligations; and making it easier for small electricity 
generators to benefit from the obligation. 

4. The House will wish to note that the Northern Ireland Department of 
Enterprise, Trade and Investment has laid before Parliament the Renewables 
Obligation Order (Northern Ireland) 2005 (SR 2005/38), to come into 
operation on 1 April 2005. SR 2005/38 establishes a renewables obligation in 
Northern Ireland, the main features of which are analogous to those of the 
obligation in Great Britain. However, the Committee sees no grounds for 
drawing SR 2005/38 to the special attention of the House. 

5. DTI’s “Renewables Explained” website2 includes information about the 
wider background to the renewables obligation. It states that “as part of its 
goal to reduce emissions, the Government has set a target for the generation 
of electricity from renewable energy sources. By 2010, 10 per cent of UK 

                                             
1 SI 2002/914, as modified by the Renewables Obligation Order 2004 (SI 2004/924). 
2 See: www.dti.gov.uk/renewables/renew_1.1.htm  
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electricity should come from renewable sources. There is also an ‘aspiration’ 
to double this by 2020.” The same website also explains that “in 2003, 
approximately 2.7 per cent of the total amount of electricity in the UK came 
from renewable sources.” 

6. Article 6 and Schedule 1 of the draft Order set out the latest targets, 
presenting the amount of the renewables obligation as a percentage of total 
supplies. Paragraph 7.57 of the EM explains that, under the existing 
renewables obligation, the set percentage will increase each year to reach 
10.4% in 2010/11, remaining at that level through to 2026/27; and that the 
draft Order proposes to extend the profile of the obligation to 15.4% over the 
five years to 2015/16, remaining at that level to 2026/27. 

7. We have not sought to offer comment on all the provisions in the draft 
Order. However, we have noted that in February of this year the National 
Audit Office (NAO) published a report on “Renewable Energy”.3 In the 
executive summary to that report, the NAO states that “total public support 
for the renewables industry is expected to average £700 million per annum 
between 2003 and 2006. Around two thirds of this support will come 
through the Renewables Obligation, the cost of which is met by consumers 
and will reach up to £1 billion per annum by 2010 (the equivalent of a 5.7 
per cent increase in the price of electricity).” 

8. The NAO makes a number of recommendations in its report, which it states 
are intended to help DTI meet the 2010 target of 10% for renewable energy 
while minimising costs to taxpayers and consumers. We have noted in 
particular the following recommendation: 

“By 2010, the Government is likely to have had access to an accumulated 
surplus in the range of £550 million to £1 billion, resulting from the 
inclusion of Non-Fossil Fuel Obligation [NFFO] contracts in the 
Renewables Obligation. As this surplus will arise from charges levied on the 
electricity customer, the Department and HM Treasury should explain to 
Parliament the origin of these funds and how they will be treated.”4 

9. This is an issue which has been of concern to the House, notably in 
consideration of the Energy Bill in the 2003-04 Session. At report stage of 
the Bill, Baroness Miller of Chilthorne Domer moved an amendment to 
address the issue of the moneys raised from the NFFO contract, and 
commented: 

“When we discussed this in Grand Committee we learned, first, that the 
total amount in the pot was £122 million, of which the Sustainable Energy 
Act 2003 has made provision for up to £60 million to be spent on 
renewable energy projects. It remained unclear from the Minister’s reply 
how the rest, given that it is now the greater part of that amount, would be 
spent.”5 

10. In responding for the Government, Lord Davies of Oldham included the 
following statement in his remarks: 

“In Committee, we explained extensively the fossil fuel levy. At present, the 
fund for England and Wales stands at £134 million, and there is now a £60 

                                             
3 “Department for Trade and Industry: Renewable Energy”, HC 210, Session 2004-05. 
4 Ibid, p 7. 
5 HL Hansard, 1 April 2004, col 1498. 
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million limit on amounts that the Secretary of State can direct for use on 
renewables. I want to point out that no decisions have yet been taken on the 
use of the remainder of the fund in England and Wales, apart from the need 
to keep a £30 million reserve. Further additions to the fund from the future 
auctions of NFFO ROCs [Renewables Obligation Certificates] are 
expected, and consideration will be given to the use of future sums in the 
fossil fuel levy fund in due course.”6 

11. The recommendation in the NAO report quoted above underlines the need 
for the Government to provide further clarification of their intentions for 
these surplus funds. We have no doubt of the importance of the draft Order 
to the Government’s commitment to increasing the proportion of electricity 
generated from renewable sources. It is clear that the proposals in the draft 
Order enjoy a wide measure of support from those who responded to the 
consultation which DTI carried out, and that many respondents share DTI’s 
expectation that the proposals should improve the confidence of investors in 
the renewables obligation system. 

12. However, we are clear that consumers also have a strong interest in that 
system, not least because of the financial impact which has been described in 
the NAO report. We believe that, in considering the draft Order, the House 
is likely to be keen to look at the position of both investors and consumers, 
and that it may reasonably expect the Government now to clarify their 
intentions for the use of the surplus funds about which the House has 
previously expressed concern. 

This Order is drawn to the special attention of the House on the 
ground that it gives rise to issues of public policy likely to be of 
interest to the House. 

                                             
6 HL Hansard, 1 April 2004, col 1501. 
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APPENDIX 1: DECLARATION OF INTERESTS 

Lord Addington 
Adviser, Maybeck Communications Ltd (33 St. James’s Square, London SW1) (no 
personal clients and no remuneration received to date) 
Chairman, Purcell & Company 
Vice President, British Dyslexia Association  
Vice President, Lakenham Hewitt Rugby Club 
Vice President, Lonsdale Club 
Vice President, UK Sports Association 
Patron, Adult Dyslexia Association 
Patron, Carousel 

Lord Armstrong of Ilminster 
Chairman, Board of Governors, Royal Northern College of Music 
Chancellor, University of Hull 
Chairman, Leeds Castle Foundation 
Chairman, Hestercombe Gardens Trust 
Trustee, RVW Trust 
Trustee, Derek Hill Foundation 

Lord Boston of Faversham 
Two properties let as holiday cottages 
Trustee, Leeds Castle Foundation, Leeds Castle, Maidstone, Kent (a charity) 
President, The Faversham Society (a local amenity society; a charity) 
Chairman, The Sheppey Group (formed to safeguard areas of Kent and Essex from 
proposals for a third London airport; has not been active for some twenty-or-so years) 
Fellow, Royal Society of Arts 

Viscount Colville of Culross 
Assistant Surveillance Commissioner under Regulation of Investigatory Powers Act 
2000 

Lord Hunt of Kings Heath 
Senior Policy Adviser, Kings Fund 
Adviser, University Hospital Birmingham NHS Trust 
Adviser to Beechcroft Wansbroughs Solicitors and Brightwater Regulatory 
Consulting Limited (trading as Beechcroft Wansbroughs Consulting) 
Adviser, Beechcroft Wansbroughs Solicitors 
Adviser, Harrogate Management Centre 
Adviser, KPMG (Accountants)  
Adviser, Long Term Conditions Alliance 
Columnist, Health Services Journal 
Regular speaking engagements on variety of subjects in relation to the NHS and 
healthcare issues 
Associate, Cumberlege Connections 
Chair, Birmingham and Solihull NHS Strategic Partnering Board 
Chair, National Patient Safety Agency 
Parliamentary Supporter of the Patients Association 
Patron, Birmingham Centre for Arts Therapies 
Patron, Comprehensive Future 
Senior Associate Fellow – Warwick University Business School 
Patron, Rethink 
Patron, Family Planning Association 
Co-operative Party 
Cyclist Touring Club 
Socialist Education Association 
Socialist Health Association 
St. Mary’s Hospice, Birmingham 
UK Public Health Association 



 MERITS OF STATUTORY INSTRUMENTS COMMITTEE 5 

 

Unison (trade union) 
Warwickshire County Cricket Club 

Lord Jopling 
Owner of rented houses in North Yorkshire  
Part owner of agricultural land in North Yorkshire 
Partner in farming business in North Yorkshire 
Member of the Court, York University 
President Emeritus, Auto Cycle Union 
President, Despatch Association 

Lord McKenzie of Luton 
Freehold, 3 Sandwell Close, Luton LU2 7TN 
Leasehold, 55 South Block, County Hall, London 
Member, Luton Borough Council 
Member of Corporation of Luton VI Form College 
Governor, Ashcroft High School, Luton 
Governor, Wigmore Primary School, Luton 
Governor, Chapel Street Nursery School, Luton 
Court Member, University of Luton 
Committee Member, Mary Seacole Housing Association 
Trustee, Noah Enterprise 

Lord Methuen 
Chairman of Trustees of the Lady Margaret Hungerford Charity (which has alms 
houses and schoolroom in Corsham, Wiltshire) 

Earl of Northesk 
A number of tenanted properties in West Sussex and the Isle of Man 

Baroness Royall of Blaisdon,  
Trustee of IPPR (The Institute for Public Policy Research) 
Trustee, Fondation Generation Europe 
Director, European Movement 
Consultant, Generation Europe 
Trustee, National Botanic Garden of Wales 

Viscount Ullswater 
Regular part-time consultancy to Newmarket Countryside Race Day 
Director, Lowther Park Farms Ltd, Cumbria 
Cottage in Norfolk rented out as holiday home 
Elected Councillor of Docking Ward of King’s Lynn & West Norfolk Borough 
Council 
Trustee of small landowning trusts in Cumbria and Devon 
Life Member, Supporters of Nuclear Energy (SONE) 

 


