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Special areas of initiative
and development projects



Introduction

As an important supplement to the general activities
described in Sections 1 and 2 above, the Trust has
identified five special areas of initiative in 2007 and
2008 on which the Trust plans to spend DKK 17
million in 2008. These are areas and development
projects which offer great potential, and which can be
developed info important initiatives in relation to the
above mentioned target groups in the years ahead.
There are also areas where the outcomes are consi-
derably more uncertain. In short, development pro-

jects with great potential, but also significant risks.

The five areas could be characterised as initiatives
where the Trust has opportunities to significantly
influence market developments by paving the way

for completely new energy savings possibilities, or
conversely, by limiting or advising against new and
energy inefficient products that are about to be launc-

hed on the market.

The five special areas of initiative are:

» Quantum leap technologies

» Changing markets

» New construction

» Energy saving equipment and energy management

» New business concepts for energy savings

Quantum leap technologies

Today, we are witnessing technologies within areas
such as lighting, IT and pumps that can ensure a very
high level of energy efficiency. Energy saving bulbs
and LEDs provide four to fives times more light than
conventional bulbs, and even greater improvements
in energy efficiency can be obtained by IT and por-
table equipment at levels equivalent to the smaller

A-rated pumps.

These quantum leap technologies naturally open up
a whole range of new possibilities to significantly re-
duce total electricity consumption. The combination
of significant potential energy savings and falling

prices on new equipment can make the accelerated
replacement of existing equipment a realistic option,
although these types of market developments are

extremely difficult to predict.

The Trust will particularly focus on these new tech-
nologies and areas. To ensure that consumersknow
about these alternative new technologies, the Trust
will support and speed up its ongoing market de-

velopment via campaigns and development projects.

3.

Special areas of initiative
and development projects

Long-term agreements with key players are one way
of ensuring that relevant products are ‘ready to roll’,
in which tests and demonstration projects ensure
quality and the communication of expertise and

knowledge.

In relation to lighting, the Trust is working on an over-
all concept that will encourage a realignment in the
market, where energy saving bulbs and LEDs become
the standard over the long term, with conventional
and halogen bulbs being consigned to their respec-
tive niche markets. The Trust is hoping to conclude

a voluntary agreement with the lighting trade on this
subject in 2008.

LEDs have an enormous energy saving potential in
the long term, but it will be some years before they
are fully competitive in the wider marketplace. Howe-
ver, even today there are several niche markets in
which requirements for a long life cycle or specialist

lighting needs are important.
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Changing markets

TV and entertainment, IT and consumer electronics
account for the greatest changes in electricity
consumption and equipment. New products and
standards are constantly launched with many devices
only being marketed for a year or less before they are
replaced by new models.

Many producers utilise the new technological options
and incorporate experiences from the mobile world
to ensure low energy consumption and management.
Other producers are so occupied with the launch of
their products that they forget to focus on electricity
consumption in the design phase. From a technolo-
gical perspective, new products such as DAB radios
and set-top boxes are a retrograde development in
terms of energy efficiency and standby consumption.
Attempts to influence these markets before they grow

too large have partly succeeded in other countries.

There is a particular need for information campaigns
provided by a non-commercial operator in a turbulent
market, in which consumers find it difficult to obtain
an overview of products in terms of quality, functio-
nality and electricity consumption. In this situation the

Trust’s role can be to ensure that consumers have a

basic knowledge about new products, and are aware
of important quality aspects that influence the actual
availability, with warnings about low quality products
and recommendations of products that conform to

consumer relevant standards.

Consumer electronics and IT operate in a low cur-
rent universe where the number of power supplies
and chargers is rocketing. Price differences on power
supplies are very narrow but power losses vary bet-
ween 20 and 50%. In 2007, the Trust launched a
campaign centred on efficient power supplies, which
will continue in 2008. Apart from the focus on energy
efficiency, voluntary agreements should pave the way
for standardised power supplies that can be used on
an sector-wide basis, irrespective of the producer. The
mobile industry’s initiative on the subject could be

an important step in this direction. Another proposal
is the installation of low voltage networks in homes
and offices, which would minimise the need for power

supplies.

Based on its initial research, it naturally follows that
the Trust attempts to influence a market where un-
necessary wastage accounts for a huge amount of

money.

New construction

For the first time, new construction regulations in
Denmark include electricity consumption in the total
energy framework. This means that electricity is fac-
tored into the calculation for fixed installations, where
electricity is weighted at factor 2.5. These stricter
energy regulations will result in considerable savings
of heat and electricity. This means that new homes
and offices must now choose energy efficient heating
and ventilation systems, circulator pumps, and equip-
ment. The new requirements also mean that there will
be an increasing focus on the energy management of

heating, ventilation, and lighting systems.

On an annual basis, new construction accounts

for around one per cent of the total housing stock.
However, there are many ways that new construc-
tion, and the regulations governing it, can influence
existing building practices. Once architects, entre-
preneurs and craftsmen have become used to, and
accept the new building methods, these practices can
rub off on existing construction methods. The impor-
tant point is that new solutions should be a success
and are accepted as sensible, rather than unworkable
guidelines, thereby ensuring the construction of excel-
lent buildings with a healthy indoor environment and

low energy consumption.



Good information on energy efficient solutions and
pooling examples can contribute to greater know-
ledge, demonstrating that it is neither difficult nor
expensive fo exceed the actual regulations. Simul-
taneously, it is important that all parties involved in
the construction of buildings become aware that
buildings of the future consume just as much energy
in the building process as the electrical equipment
placed by consumers in the buildings. This means that
a building cannot be viewed in isolation, in as much
that a future-proofed energy label should relate to the
interplay between the building, appliances and equip-

ment, and end-users.

The Trust will support this development with expertise,
demonstration projects and recommendations, not
least of all in relation to electrical equipment, energy
management and the technological options available
in the medium term future. The Trust’s involvement in
‘Bolig+’ (House+) is an example of a project showing
how it is possible to build an energy neutral house
featuring a number of qualities in terms of design,

flexibility and indoor environment.

Energy saving equipment and energy
management

Hitherto, the Trust’s message has been that when we

purchase electrical appliances we are also deciding

out future electricity consumption. However, it is
equally important that we use these appliances sensi-

bly, irrespective of whether they are old or new.

For example, electric lighting should only be switched
on when there is insufficient natural light or when
people are in the room. This equally applies to a
number of other services such as heating and the
indoor environment, as well as IT and office equip-
ment. The key point is that our needs should be the
determining factor, because as we all know these vary

depending on the day, month or time of year.

Efficient management of heating, the indoor env-
ironment and lighting can result in extremely large
savings of energy, including those achieved by elimi-
nating standby consumption used by existing equip-

ment.

The ‘intelligent house’, and the way we can control
various systems in our buildings and homes based on
actual needs and climate, has been much discussed
over the past 25 years. These systems could pave the
way for a range of other products relevant to consu-
mers, such as surveillance, information management,
automation and entfertainment systems. These techni-
cal aids can help alert the inattentive and inspire the

observant users of equipment.

In order to encourage the establishment of a real
market for metering and controlling electrical equip-
ment in buildings, the Trust has taken the initiative to
support an open and wireless standard for communi-
cation in buildings. The idea is that consumers should
be able to combine different products and gradually
expand the system as the demand for, and supply of

products grows.

At the end of 2007, the Trust launched its “Min Bolig
— Det Intelligente Hjem’ (My Intelligent Home) con-
cept. This not only allows consumers to analyse their
electricity consumption but also paves the way for a
market for energy saving equipment which can ensure
energy management and limits wasted electricity. This
concept can also support the work on flexible elec-
tricity consumption, where consumption is shifted to
times when electricity is cheap and less environmen-

tally polluting.

By recommending an open standard and energy
saving equipment, the Trust can contribute to mini-
mising consumption in the short term, without repla-

cing appliances or systems.
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New business concepts for energy
savings

The public sector can save circa DKK 1.75 billion
on its electricity bill (cf. Section 2 above), without
any deterioration in comfort or indoor environment.
It is simply a question of improved management of
lighting, ventilation and IT systems by investing in

equipment that will be repaid within a very few years.

Local government reorganisation has led to the over-
haul of purchasing and maintenance functions in
many areas. Increasingly the focus is on core tasks,
new organisational models, result oriented contracts
and outsourcing. The change in organisational fra-
mework and increasing demands for transparency
and efficient purchasing are the basic reason for the
proactive initiatives of the Trust and its Customer

Advice service targeted at the public sector.

The problem is rather different for those institutions
that do not appear to be ready to take advantage of
the savings opportunities, or give the area the ne-
cessary focus. In this situation the Trust can arrange
offers from other players that can and want to un-
dertake the tasks. This involves companies that view
energy efficiency as a primary business area, where
for example they offer to take over the responsibility
and risk involved in running a project, but also retain

the value of the actual savings.

The basic idea is that public sector institutions are
offered an immediate and secure financial gain in
parallel with the external party making its expertise,
project management and financial resources availa-
ble. The concept is really an extension of the general
trend, where institutions and companies concentrate
on particular core areas, and outsource special func-
tions to players that in terms of large-scale operations
and expertise are particularly suited to solving these

tasks.

As a non-commercial player, the Trust is particularly
well placed to support the development of a mar-
ket for these types of energy services. This involves
ensuring stable and well-defined market conditions,
standard contracts, market and player overviews,
demonstration projects, and many other initiatives.
The overall purpose of these activities is to minimise
prospective player’s start-up costs, doubts and risks

associated with changing demarcations.

In order to support this development, the Trust will
establish a marketplace for service offers on its

website in 2008.

The Trust’s activities in the areas of open standards to
make electricity consumption visible, energy labelling
and remote control are important preconditions for
new business concepts, allowing tenderers to identify
immediate savings and establish cost-effective remote

monitoring and management systems.
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General activities

As described above, the Trust’s external activities are
divided into three areas — households, the public sec-
tor, and special areas of initiative and development
projects. In addition the Trust undertakes a range of
tasks, which cannot unequivocally be connected to
the above development and campaign activities, but
conversely are a precondition for the Trust’s work.
These include putting projects and legal assistance
out to tender, evaluations, general information activi-

ties, and management functions.

In 2008, total expenses covering these sector-wide

functions amount to DKK 3 million.
Secretariat

According to the Danish Electricity Trust Saving Bill,
the board of directors is required to establish an inde-
pendent secretariat. The secretariat operates from of-
fices in the same building as the National Consumer
Agency, where other connected consultant functions

are also located.

The Trust’s board of directors has decided that the
Trust will not accept unsolicited applications of finan-
cial support. The Trust’s secretariat has been given
the task of developing proposals info initiatives and
subsequently taking responsibility for their imple-
mentation. This places considerable demands on the
Secretariat fo be innovative and to have close contact
with market players. At the same time, the Secretariat
should be geared up to implement a range of large-

scale information activities and projects.

The Trust’s organisation is based on a small Secre-
tariat with nine members of staff. From the spring of
2007, a number of external consultants and three
service units including secretariat functions linked to
the Secretariat will be located, either wholly or partly,

in the same building as the Secretariat.

This type of organisational structure, in which a large
number of functions are delegated, not only provides
the Trust with great flexibility but also allows it to draw
on the necessary expertise. Conversely, this means
that organisationally a number of fixed operational
functions are delegated to consultants, which means
that the Trust is saddled with additional expenses

compared with employing staff in a traditional sense.

4.

General activities
and Secretariat

The Danish government’s Budget for 2008 sets aside
DKK 97 million, of which DKK 7 million is earmarked
for staff salaries (DKK 5 million) and the running costs
of the Secretariat (DKK 2 million). The latter covers
office rental and associated maintenance costs, hea-
ting and lighting, bookkeeping and accounting costs,

IT and telephone expenses.
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Appendix A

The Trust’s working methods
- barriers and initiatives

INTRODUCTION

This appendix to the Danish Electricity Saving Trust’s
Action Plan 2008 describes the Trust’s working
methods. The work of the Trust involves a large num-

ber of initiatives across a broad front.

SIMPLE, SAFE, CHEAP AND VISIBLE

Consumers and decision-makers are faced with an
enormous number of choices and decisions on a
daily basis. The Trust works on the assumption that it
must be simple, safe and cheap to purchase energy
efficient appliances and systems. Furthermore, elec-
tricity consumption and opportunities for savings must
be visible to consumers. Not knowing, for example,
about good offers or one’s own waste of electricity

makes it difficult to act in a financially sensible way.

Similarly, doubts about quality, or poor market ex-
posure can defer consumers from choosing the most

financially advantageous solutions.

DEALING WITH BARRIERS PREVENTING ENERGY
EFFICIENT AND FINANCIALLY RATIONAL ACTIONS
The electricity savings area is rather special, gene-
rally because there is a connection between personal
finances and energy savings considerations. If con-
sumers fook info account their overall finances when
purchasing electrical equipment, then Denmark'’s
electricity consumption and the impact on the env-
ironment would be considerably less. When consu-
mers do not behave in a financially rational way, it is
a sign that the ‘market’ is not operating as it should.
This is why the Trust believes it has a role to play in
correcting these ‘market failings’, thereby helping
consumers to avoid wasting a great deal of money

and electricity.

The Trust combines different initiatives to deal with the
barriers that prevent the market’s players and consu-
mers from acting in environmentally and financially
rational ways. The key point is that the ‘right” initiati-
ves are those that lead to changes in purchasing and
usage patterns, and that the savings initiatives must

naturally be based on consumers” requirements and

the barriers they experience. From this perspective it
is appropriate to define electricity savings efforts on a
broader basis than, for example, simply offering infor-
mation and expert impartial advice. This is because
the supply side, which has a decisive influence on
which products are offered, and at what price, also

needs to be included.

USE OF MARKET DYNAMICS

Every year, households, the public sector and com-
mercial and industrial companies purchase energy
and energy related equipment worth circa DKK 100
billion. By comparison, the Trust has total funds of
circa DKK 97 million, while the electricity supply
companies have circa DKK 250 million at their dis-

posal.

With funds equivalent to a tiny fraction of the market’s
combined turnover, the financial possibilities for in-
fluencing the market are limited. On the other hand,
changes in consumer preferences of electrical equip-
ment can shift market shares and orders running into

billions between the different players on the market

The Trust’s strategy is to involve and activate this dy-
namic and take advantage of the individual players’
efforts to achieve greater market share and higher

earnings. As a non-commercial and public sector



entity, the Trust is bound by special criteria governing
its actions in a licison capacity between producers,
retailers and consumers, and fo promote openness
and competition in a growing market for energy ef-

ficient appliances and systems.

PUSH-PULL - OVERALL STRATEGY FOR INFLUENCING
SUPPLY AND DEMAND

The Trust’s interventions in the market are based on a
push-pull approach. The key elements are to involve
and deal with both the supply side and consumers.
The goal of the Trust’s initiatives is to promote the
development and greater use of energy efficient pro-
ducts and systems. This policy aims to create so-cal-
led win-win solutions in which suppliers can see the
financial advantage of complying with requirements
concerning quality, price and impartial information

in order to benefit from the Trust’s information and
campaign activities, and its offers and ‘endorsements’

of products.

Experiences from the Trust’s voluntary agreements
with the IT, pump and large appliance sectors de-
monstrate that it is possible to create excellent synergy
with the supply side which, as part of the campaign,
can offer a comprehensive selection of products and

price offers on energy efficient electrical equipment.

In relation to consumers, the Trust offers factual in-
formation (e.g. market and product data) in which
the Trust recommends specific products and price
offers. The Trust’s endorsement of certain products
also means that the producer can use the Trust’s logo
as a quality mark on its products. Use of the logo is
expected to expand considerably in the coming years.
As a non-commercial entity financed by a special
electricity savings charge, the Trust is bound by spe-
cial criteria governing its actions on behalf of consu-

mers in order to protect their interests.

In addition, the Trust is involving, and building relati-
onships with other key players that are either opinion
formers or influence end-users in some other way. For
example, these could be architects, advisers, trend-
setters, knowledge providers and others. Key players
can be individuals, stand-alone companies and orga-

nisations at sector level.

SUBSIDIES AND KICK-START CAMPAIGNS

The underlying basis of the Trust’s work is that saving
electricity can be, and will become, attractive on both
a socio-economic and a personal finances level. This
means that in the longer term there should be no

need for subsidies.

S.

Bilag A

Why does the Trust offer subsidies in certain situati-

ons?

Consumer subsidies have always served two purposes
for the Trust. The first, and traditional reason, is to
limit consumer costs associated with the purchase of
energy efficient products, in that the subsidies have
either completely or partially removed the price dif-
ferential compared with less energy efficient products.
The second reason is that subsidies should put pres-
sure on the supply side to provide a comprehensive
selection of products and favourable prices. Thus, in
situations where the Trust chooses to use subsidies,
the aim is o remove some personal financial bar-
riers while simultaneously influencing the supply side

through the terms of the subsidy schemes.

The underlying basis of the Trust’s philosophy is that
the ultimate financial benefit to consumers should be
greater than the level of the actual subsidy. This sup-
plementary contribution comes from market players
that benefit financially from the fact that consumers
have chosen the products in question. In other words,
the subsidies should be ‘geared’. In a number of
cases, the supply side has entered into voluntary
agreements and has presented favourable offers to

consumers as a quid pro quo for the Trust having
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established a subsidy scheme and or implemented

campaign activities.

The Trust views subsidies as fixed-term initiatives that
can contribute to market momentum, for example
through the introduction of new and particularly
energy efficient appliances that otherwise would
have difficulty breaking into the market. Campaign
activities and subsidies are seen as initiatives to kick-
start market development into life. Subsequently, this
process will facilitate a lasting change in the availabi-
lity and price structure without a subsidy. The Trust’s
large appliance and energy saving bulb campaigns,
for example, have resulted in far higher additional
sales volumes of energy efficient products after, as

opposed to during the campaigns.

In connection with the Trust’s review of the subsidy
schemes for replacing the lighting in public buildings
a new scheme has been developed based on volun-
tary agreements with the lighting trade. The subsidy

schemes were responsible for ensuring that many mu-

nicipal buildings replaced their inefficient lighting with
more environmentally friendly systems. The previous
schemes have been replaced by a wide-ranging effort
in which the Trust will develop a list of energy efficient
lighting systems for a number of the larger room ty-
pes capable of saving significant amounts of energy.
Correspondingly, following the withdrawal of previous
subsidies, the Trust will market a number of new offers
relating fo ventilation. These schemes will be more
general in scope with offers of ventilation check-ups
based on standardised prices and an electricity meter

supplied to all public sector ventilation installations.

COMMUNICATION STRATEGY FOR TWO CUSTOMER
SEGMENTS - CONSUMERS AND THE PUBLIC SECTOR
Traditionally, the Trust has worked with relatively nar-
rowly focused projects, where the Trust has merged a
number of initiatives in larger campaigns. Conversely,
there are a number of areas where the Trust neither

offers initiatives nor basic information.

If consumers are to take advantage of the Trust’s
offers and information services on a more general
basis, it is important that the Trust is involved in all
the wider areas where electricity is used. At the same
time, it is important that the Trust’s communications
and offers are aimed at the two target groups —

households and the public sector.

The key element in communicating with the two target
groups is that the Trust’s information universe must
cover all the relevant consumer areas. The Trust does

not offer advice on a personal basis.

On the other hand, the Trust will offer general infor-
mation to consumers on all relevant products and
consumer areas, recommended lists with endorse-
ments of energy efficient products, and self-check
systems which consumers can use to analyse their own
electricity consumption. The Trust’s websites will be re-

organised and improved to support this development.



A combined campaign and communication universe,
which will bind the different initiatives together,

has been developed for the household sector. The
creation of the Trust’s Customer Advice service for
the public sector has also significantly strengthened

communication with public sector institutions.

SPECIAL FOCUS ON IT AND NEW APPLIANCES
Electricity used to power ‘traditional” equipment such
as large appliances and lighting is declining as a
result of more efficient products and systems. None-
theless, the reason why total consumption of electri-
city in Denmark is rising slightly is due to the greater
use of new products within IT, consumer electronics
and office equipment. This could be described as new
technology where electricity consumption is not
always factored into the design, and where consu-
mers find it particularly difficult to evaluate and com-

pare products.

In order to encourage the widest possible distribution
of the most energy efficient products, the Trust has
concluded a voluntary agreement with the largest
producers of IT equipment on labelling and campaign
activities. As an extension of this, the Trust will be

making a particular effort to influence the supply side

and make offers clear for consumers. Additionally,
the Trust will conclude supplementary agreements for

associated products.

BEST PRACTICE AND ADVICE FOR NEW
CONSTRUCTION

In the Trust’s communications covering the household
and public sectors, the most energy efficient solutions
need to be visible within the different areas. In many
cases, these solutions will not be relevant immedia-
tely, but only when consumers plan to purchase new
equipment or systems in connection with the refur-

bishment of offices or new construction.

Greater focus on the best solutions sends a clear
signal about where the market wishes to go and is an
important starting point for voluntary agreements and
for energy regulations for new construction. To this
should be added the fact that ‘best practice’ within
the different areas of use forms an important basis for
making comparisons when considering the future use

of existing systems.

Using recommended lists, purchasing and layout
guidelines and similar tools the Trust will pave the way
for the ‘best’ solutions in scenarios where consumers
are considering new purchases, refurbishment and

new construction.

The Trust has established a partnership with the
National Agency for Enterprise and Construction,
where the Trust’s initiatives in relation to energy eff-
icient products and solutions can be coordinated
with the regulations applying to new construction.

By coordinating efforts relating to new construction
and existing buildings there is great potential for
creating a market for energy efficient products and
for reducing the prices accordingly. The construction
industry’s proposals for a coordinated strategy rela-
ting to future construction have obvious potential for
combining building regulations and voluntary agree-
ments. Similarly, the new ‘Bolig+’ (House+) project

can make a major contribution.
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METERING EQUIPMENT AND HELP FOR NEW ENERGY
SAVING PRODUCTS

Many energy saving products are available that either
never gain a foothold in the market or take a very

long time to do so.

This situation is neither good for consumers or soci-
ety. As a high-profile and non-commercial entity, the
Trust plays a particular role in helping new products
and concepts come to market. Experiences with the
SavOmeter (SparOmeter) electricity meter and the
AutoPowerOff (Elspareskinne) plug bank prove that it
is possible to ensure comprehensive coverage of new
products if these are sold at very low prices over a
given period. Thereafter, these products can survive

in the market without further subsidies.

In the years ahead, the Trust will be intensifying its
activities to promote product development and the
introductory marketing of energy efficient products.
Development of equipment that can reduce the power
used on standby, or meters that remotely read and
control electricity consumption, is a particular focus

area for the Trust.

COOPERATION WITH OTHER PLAYERS IN THE ENERGY
SAVINGS AREA

The political agreement provides a broader fra-
mework for electricity supply companies to incor-
porate the content in their energy savings projects.
While the Trust focuses on working with standardised
offers and with influencing the supply side, the po-
wer companies primarily concentrate their efforts on
advice to individual consumers. In the light of tighter
regulations governing the activities of the electricity
supply companies it can be assumed that their advi-
sory activities will primarily focus on the largest con-
sumers, where the advice is most cost-effective. This
means that the Trust has a particular obligation to

provide information across a broad spectrum.

INTERNATIONAL COOPERATION

Since its creation 10 years ago, the Trust has received
a number of requests for information about how the
Trust works. In particular there has been considerable
interest in the way in which the Trust has created mar-
ket transparency, its endorsements of named produ-
cts and its active initiatives to help new technology

gain a foothold in the market.

In some specific cases, this interest has resulted in
concrete projects, for example, copying the Trust’s
price monitoring concept to the relevant countries.
The aim is to establish formal cooperation in which
two or more institutions work together around specific
tools, and where work sharing has been established.
Cooperation on recommended lists, tests, self-check
systems and the development of cheap metering
equipment also means that a greater number of insti-
tutions would share the costs, and this could increase
the options in relation to the supply side (e.g. in terms
of voluntary agreements and the presentation of pro-

duct information).

As a result of the international interest in the Trust’s
work, it was decided that the Trust’s website should
also be in English. During 2008 all the different

pages on the Danish website will also be accessible

in English.



Appendix B

Environmental and socio-economic
reasons for saving electricity

This appendix to the Danish Electricity Saving Trust’s
Action Plan for 2008 describes the environmental

and socio-economic reasons for saving electricity.

According to the Electricity Trust Saving Bill the objec-
tive of the Danish Electricity Saving Trust is ‘to pro-
mote savings in electricity consumption in homes and
public institutions in accordance with environmental

and socio-economic considerations.”

Electricity savings have a particular quality in that
they take into account not one, but several social
considerations. This means, for example, that electri-
city savings are not simply a way of tackling climate
issues, but provide a range of benefits for society. The

most important effects are:

» Increased competition and lower electricity bills for
consumers and business

» Increased security of supply

» Foreign exchange savings and fiscal autonomy in
an uncertain international energy market

» Socio-economic benefits and savings on invest-
ments in power plants and distribution networks

» Fuel saving and resource considerations

» Environmental gains and reduced emissions of CO,
and other greenhouse gasses

INCREASED COMPETITION AND LOWER ELECTRICITY
BILLS FOR CONSUMERS

Electricity consumers do not pay an electricity price,
but rather an electricity bill, which as most people
know is equivalent to the price multiplied by the qu-
antity used. In Denmark, the possibility for consumers
to influence the price of electricity by changing sup-
plier is typically equivalent to a very small fraction

of the cost in Danish kroner. Conversely, consumers
have many opportunities to influence their own con-

sumption, and in this way their own electricity bill.

With electricity costing circa DKK 1.75/kWh, many
current savings initiatives with repayment periods over
just a few years are attractive on a personal finances

basis.

Consumers have reacted to the high taxes on electri-
city by changing their purchasing patterns and energy
behaviour. However, consumers and bulk purchasers
are still not availing themselves of a range of finan-
cially advantageous investments and energy savings
initiatives, which are neither associated with a reduc-
tion in comfort, nor especially investment demanding.
One of the reasons for this is the lack of knowledge
of their own investment patterns and or savings po-

tential.

Householders, the public sector and businesses pay
annual taxes on the purchase of energy and energy-
related equipment equal to DKK 100 billion. An

increasingly open market and greater competition in
relation to electrical equipment will allow consumers

and society to make significant financial savings.
The Trust’s task is fo create market transparency, with

the aim of ensuring competition and lower prices of

energy efficient electrical equipment and services.
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INCREASED SECURITY OF SUPPLY

Electricity is an absolutely vital prerequisite for sustai-
ning almost every aspect of society. The vulnerability
in the Danish electricity system primarily lies in capa-
city limitations, and breaks in transmission and the di-
stribution grid. In the event of large-scale generating
failures the country can receive a limited amount of
power from abroad, but the ‘bottlenecks’ themselves

are imports and the transmission of electricity.

Saving electricity and reducing domestic electricity
consumption will directly contribute to reductions in
capacity problems and increased security of supply.
Simultaneously, lower electricity consumption means
that the investments in new power stations and trans-
mission systems can be postponed. The EU’s Green
Book emphasises that saving energy is a cornerstone
in the efforts to ensure maximum security of supply in
line with European consumption of electricity, which is
rising, and the fact that generating and transmission

capacity limitations are becoming more pressing.

FOREIGN EXCHANGE SAVINGS AND FISCAL AUTO-
NOMY IN AN UNCERTAIN INTERNATIONAL ENERGY
MARKET

On the strength of oil and gas production, Denmark
is currently energy self-sufficient, and foreign excha-
nge outflows from the fuel trade are lower. Reduced
consumption of fossil fuels by power stations as a
result of electricity savings — irrespective of the size of
Danish oil and gas production — will generate both
foreign exchange gains and reduce the dependence

on a volatile international fuel market.

The growing trend for electricity to be traded across
national frontiers will correspondingly have a bearing
on the country’s foreign exchange reserves on a par
with fossil fuels. A low level of domestic electricity
consumption reduces the need for nett imports of
electricity, and makes earnings on exports of electri-

city a possibility.

By importing electricity Denmark becomes more de-
pendent on agreements and national regulations in
neighbouring countries. But the energy market can
develop into a ‘sellers market’ as a result of future
shortages in production capacity, limitations in trans-

mission capacity and national CO,, regulations.

Lower electricity consumption in Denmark is synony-
mous with greater security of supply and a reduced

dependency on electricity imports.

SOCIO-ECONOMIC BENEFITS AND SAVINGS ON IN-
VESTMENTS IN POWER PLANTS AND DISTRIBUTION
NETWORKS

The maintenance of an integrated electricity system
requires very substantial financial resources. Expan-
sion involving new grids and power stations is prima-
rily dictated by the expected size of future electricity
consumption. Saving electricity is one alternative to

investments in distribution grids and power stations.

Before the deregulation of the energy market, the
electricity supply companies had a monopoly over
the construction of power stations and electricity pro-
duction, and the companies showed great interest in
building new generating capacity. The criticism at that
time was that these monopolies lacked the incentive
to act in a cost-effective way, and in addition they
were much too interested in building new and techni-

cally advanced power stations.



With the change in market conditions the logic for
constructing new power stations is much less obvious
and the interest for building new capacity in the
Nordic region is extremely modest. Conversely,
system operators are now faced with significant inves-
tments in transmission and grid networks in order to
maintain both maximumsecurity of supply and cater
for the inclusion of wind power and electricity gene-

rated in combination with heat.

At the beginning of the 1990s, the electricity supply
companies and the Danish Energy Authority initiated
a project on integrated resource planning. This was,
and continues to be based on the fact that it is often
cheaper for society to save 1 kWh of electricity than
to produce the equivalent amount. In terms of the
requirements for new generating capacity and incre-
ased emphasis on security of supply, many electricity
savings activities are socio-economically competitive
compared with investments in electricity generating

capacity and environmentally restricted initiatives.

The EU has established targets that set out the pro-
portion of total energy consumption that has to be
covered by renewable energy. A lower level of electri-
city consumption will explicitly and directly contribute
to meeting this target and will therefore reduce the

need fo invest in new wind energy installations.

FUEL SAVINGS AND RESOURCE CONSIDERATIONS
The original reason for saving electricity was to

avoid unnecessary waste of scarce resources. This
continues to be the case. Even though a not insigni-
ficant proportion of the northern European electricity
market is produced by renewable (wind power and
hydroelectric) energy sources and nuclear power, a
reduction in electricity consumption means reduced
consumption of fossil fuels in Denmark or in one of
the neighbouring countries. This is because the out-
put of coal, natural gas and oil-fired power stations
can be adjusted in line with actual electricity demand,
in contrast fo the other types of power generation that
produce electricity on a continuous basis. Thus, fuel
savings will occur either in Denmark or in one of the

neighbouring countries.

Electricity production gives rise to a considerable
waste of energy, on account of the high energy con-
tent of electricity. Transmission and distribution of
electricity accounts for additional losses. Fuel con-
sumption at power stations is circa three times greater
than the amount of electricity delivered to customers.
It is precisely these substantial losses in the produc-
tion and distribution of electricity that make electricity
savings a particularly effective initiative for conserving
fossil fuels. Fossil fuel savings achieved by saving

1 kWh of electricity in Denmark are almost as great

as saving 3 kWh of district heating.

ENVIRONMENTAL CONSIDERATIONS AND REDUCED
EMISSIONS OF CO,

Electricity is the energy form in Denmark which is
linked to the highest specific CO, emissions and the
sector accounts for about 40% of the country’s total
CO, emissions. Seen in an international context, the

Danish electricity sector has a high specific level of
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CO, emissions per kWh of electricity generated, des-
pite the fact that wind turbines produce almost 20%
of the electricity generated and that Danish power
stations are energy efficient. The reason for the high
level of CO, emissions is that half the electricity in
Denmark is produced by coal, a figure which is noti-

ceably different to Denmark’s Nordic neighbours.

Consequently, electricity savings are the key to redu-
cing Denmark’s emissions of greenhouse gasses and
at the same time limit other environmental problems
associated with the production of electricity by fossil

fuels.

It is common knowledge that lower electricity con-
sumption equates fo a reduction in electricity gene-
rated by fossil fuels and thus lower CO,, emissions.
The question is simply how this environmental gain
can be achieved. Power stations in the EU are mana-
ged on the basis of CO, emission permits that autho-
rise the emissions of CO,,. In circumstances where the
demand for electricity is reduced the electricity pro-

ducers can choose one of the following three options:

» Cancel the quota so that EU emissions of green-
house gasses reduce by more than the 8% target,
to which the EU has committed itself in the period
2008-2010 under the terms of the Kyoto Protocol

» Utilise the quota by increasing the amount of coal
used, which is considerably cheaper than using
natural gas

» Sell the emission permit (CO, quota) to a producer
abroad, or refrain from purchasing an emission per-
mit on the quota market, which the producer would
otherwise need to do

In the short term, the climate benefits from only the

first of the above options.

In practical terms CO, quotas are allocated with the
intention of limiting the total consumption of electri-
city. Otherwise the number of quotas will be greater.
This means that the environmental benefits of saving
electricity have already been factored into the total

environmental account.

If the EU and Denmark are to achieve their climate
targets in the long term, it is important that electricity
is used much more efficiently, or that energy con-

sumption falls in absolute terms.

Highlighting the connection between expected con-
sumption of electricity and emission permits will
underline the central role of electricity savings in the
overall climate effort. This will also pave the way for
mechanisms which reward unaccounted initiatives,
allowing for quotas to be subsequently adjusted in

line with the energy savings achieved.



Appendix C

Danish government funding and
Action Plan budget 2008

Proposed DK Govt funding incl.

ACTION PROGRAMME BUDGET 2008 DK Govt funding 2008 funds carried forward from 2007

DKK DKK
1. Households 45,000,000 50,000,000
2. The public sector and large consumers 30,000,000 30,000,000
3. Special areas of inifiative 10,000,000 17,000,000
4. General activities 3,000,000 3,000,000
5. Secretariat 7,000,000 7,000,000
Total budget for 2008 95,000,000 107,000,000
ContngEra 2,000,000 3,000,000
Danish government funding 97,000,000 110,000,000
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The Danish Electricity Saving Trust
Amagerfalledvej 56

DK-2300 Copenhagen S

Tel.: +45 3395 5800

Fax: +45 3313 3054
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www.elsparefonden.dk
www.elsparefonden.org
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The Danish Electricity Saving Trust m
The Danish Electricity Saving Trust is an independent institution led by a Board appointed by the Danish Ministry

of Climate and Energy. The Trust was established in 1997 with the purpose of promoting electricity savings in the .
household and public sectors. The Trust is financed by a special electricity savings charge of DKK 0.006/kWh

payable by households and the public sector. The total annual proceeds amount to circa DKK 97 million.
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