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SYNOPSIS OF CASES

Project information

Project acronym: CASES

Project full title: Cost Assessment for Sustainable Energy Systems

Funded by: European Commission, FP6, Sustainable Energy Sgs@006-2008
Duration: 30 months

Start date of the project: 1% April 2006
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Website: http://www.feem-project.net/cases/
Contact: cases@feem-project.net

Objectives

The CASES project aims:

(1) To compile coherent and detailed estimates of leotternal and internal costs of energy
production for different energy sources at theamsti level for the EU-25 Countries and for

some non-EU Countries under energy scenarios t0.288nce, the integration of private and
external costs is build within one dynamic framekyao arrive at agreed ranges of estimates for
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different countries of the full cost of each enesgyrce, which includes the external cost plus
the private cost.

(2) To evaluate policy options for improving the effiocy of energy use, taking account of full
cost data. This part of the project will focus & impact of a given policy measure on the
environment and on the use of different types ofrgm Moreover, the social and fiscal
implications of a given policy measure, especially poor and vulnerable groups, will be
assessed.

(3) To disseminate research findings to energy sectmyzers and users and to the policy making
community, through events that serve to validate disseminate the projects outputs and to
present the results.

Challenges
This project intends to derive a consistent andpretmensive picture of the full cost of energy,
and to make this crucial knowledge available tstkeholders.

A complete and consistent assessment of the fisli b energy sources, which includes the
external cost plus the private cost, is of pararh@aportance for energy and environmental policy
making. Energy policy making is concerned with bdik supply side and the demand side of
energy provision. On the energy supply side degidim alternative investment options requires the
knowledge of the full cost of each energy optiodemscrutiny. On the demand side, social welfare
maximisation should lead to the formulation of gygpolicies that steer consumers’ behaviour in a
way that will result in the minimisation of costsiposed to society as a whole. Demand side
policies can benefit significantly from the incorption of full energy costs in the corresponding
policy formulation process.

The geographical dimension is also important siecwironmental damage from energy
production crosses national borders. Moreover the dilargement process associated to the
liberalisation of energy markets have highlighteéeé importance of a systematic harmonisation
process, in which cost formation mechanisms arckemetting must become transparent and reflect
the total, real costs of energy provision acrogsdbntinent and beyond. In turn, this requires the
adoption of a common set of methods and valuescélanconsistent set of energy costs allows a
better understanding of the international dimersiohpolicy decisions in these areas. Naturally,
differences in estimates exist between countriearces of energy, and technology used in the
generation of the energy. But the present statenofviledge is disparate and some gains can be
made by clarifying when and where particular estésaan be applied.

Moreover, costs are dynamic. The private costst@@cexternal costs are changing with time, as
technologies develop, knowledge about impacts efgnuse on the environment increases and
individual preferences for certain environmental ather values change.

Perhaps, the least well and least systematicagrea area of external cost is that related to
energy security. Even within one country estimatiethe energy security costs of different types of
energy remain somewhat elusive. A common methogdhag not been applied to derive estimates
for a range of countries. Yet, this is a major akpolicy debate and key decisions are being taken
to increase energy security and reduce dependencéoreign sources. Therefore, without
undertaking primary research in terms of data cttle, the project devotes significant resources in
applying existing models across a range of coutoearrive at a common set of estimates of the
costs of energy insecurity, as defined by a comsatrof parameters.
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Project structure

This project builds on the formidable amount ofeesh that has been done on measuring the
full costs of the use of different energy souraeshsas fossil fuels, nuclear energy and renewable
energy sources.

The internal costs, the private costs and thectast are calculated and analysed through 7 inter-
linked work packages that evaluate, compare andhdrase the system costs associated with
alternative energy technologies covering exhaustithee whole range of relevant production, social
and environmental costs involved.

The project focuses on Cost-Benefit and Multi-CréteDecision Analysis, and makes a set of
projections of energy demand by energy source andtry. To this aim, it uses existing models for
estimating such demand and adapts them so thegspensive to different projections about prices
that suppliers receive and prices that users phgsd are critical to the policy analysis, which is
investigated through 4 work packages that evalubte effectiveness of alternative policy
instruments to internalise social and environmeek&¢rnal costs, and the degree of integration of
these costs into policy and investment decisioningak-or this activity to be of practical benefit,
the assessment is carried out with energy sup@®eizart of the team, so that real world problems
of applying the different instruments are reflectadthe evaluation. This means that the hidden
costs of implementation of policy, the adoptiomefv rules and regulations by the different actors,
is reflected in the analysis.

More in detall, the policy assessment will go tlglouhe following steps. The comparative cost
data are used to address a set of clearly defioald dpor the policy analysis. In the political ays$
is investigated the comparative assessment of imesd and operational costs of different energy
options taking account of only private costs arkdn account of private plus external costs. This
assessment is dynamic and will provide the imphbeet of different levels of internalisation on the
investment decisions and on key social indicatbttereover the political analysis includes the
impact of the use of different methods of decisiosking on the selection of projects, the
implications of different policies to reduce energysecurity, now and over time and the
implications of different taxes/charges on energyd/ar on emissions on the degree of
internalisation and the comparative cost compasisanow and in the future. Different instruments
to promote renewable energy sources are then cewohparterms of the degree to which they
internalise the positive externalities associatétl venewable energy use and the use of externality
based taxes for internalising externalities is carag to the effectiveness of emissions trading
instruments.

The third part of the project is devoted to disseation. Once it has been evaluated and brought
into a coherent framework, the results of the déifé components of the project are of great interes
to the energy sector producers and users, as wéleapolicy-making community. Dissemination
consists of a set of activities to validate andelisinate the projects outputs. These activities are
ranging from publication of articles in the peewiesved literature, project workshops and
conferences involving key stakeholders and poliakens, seminars and presentation of key results
at additional meetings, presentations and openusksons with energy producers and user
organisations and the setting up of a dedicatedsitelfor CASES. (See Diagram annexed)
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Figure 1. Diagram of the CASES work packages

Expected results

The expected results concern the best predictibastahe evolution of the private and external
costs - including energy security cost - of magmhinologies for generating energy, from different
sources, in different countries, over the next @ary.

CASES puts particular effort on the integratiorpafate and external costs within one dynamic
framework, as well as on the estimation of theestditknowledge and the gaps that remain in costs’
estimation, through a full assessment across EUrmdEU countries. The project intends to
ensure that the adoption of externality valuatioathds is systematically extended to newly
associated and EU candidate countries as well ath&y countries beyond the current EU, and that
the availability and quality of datasets are brdugh close to par as possible. This approach
therefore ensures that different local conditioresaaccounted for.

A comparative cost analysis, which includes soarad environmental factors, is developed for
present and future energy generation alternatidesler this perspective a set of clearly defined
policy objectives is addressed using the cost dabcy issues are explored in a dynamic context to
provide a comparative assessment of the policyyaisahcross different countries. In addition the
project intends to look at how much of the exter@dts each policy option internalizes, using a
broad set of variables of interest.

The project underlines also the greatest unceisimaind it indicates where future research effort
should be concentrated.

Finally the success of the project is assessegrinst of the acceptability of the estimated energy
costs by the scientific and policy communities dydthe use made of these costs in a policy
context.




