ENERGY COST MODELLING PROVIDED TO 11 JULY 2024 COUNCIL MEETING
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The annual carbon emissions before and after low-carbon interventions have been
calculated using the 2023 UK government carbon factors, published by DESNZ. The
proposed carbon emissions include both the additional grid import due to the loss of
CHP-generated electricity, and PV generation. After the decarbonisation measures,
there would be over 60% reduction in CO2e emissions for all sites. There are still some
carbon emissions for each site, partly due to residual emissions from energy
consumption. These will reduce year-on-year as the UK’s power grid transitions to
renewable sources, in line with the Government’s 2050 net-zero target. NHLC also has
gas boilers for the learner pool which are not included in the project, due to the boilers
not being eligible for funding, as they are not end of life (less than 10 years old). At
Hitchin, the emissions include those from the outdoor pool which also are not included
in the project, due to the boilers being too new to qualify. The following graph
demonstrates the carbon savings at each facility following completion of the
decarbonisation project:
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Once the works are complete there will be anticipated revenue savings from lower
energy consumption, of approximately £32,000 per year (based on the leisure
operator’s current energy prices). Due to current low gas prices and the
decarbonisation project leading to a higher reliance on grid electricity, the anticipated
savings based on current prices are low.

The future savings will be affected by any change in gas and electricity prices,
especially where the changes are relatively different. Electricity has the potential to be
produced with a lower (or zero) carbon impact, relative to gas. Electricity production
can also be achieved without using limited resources. This could be an indication that
electricity prices are more likely to move downwards relative to any movement in gas
prices. The heatmap below shows a comparison of estimated current usage (pre
decarbonisation interventions) and estimated future energy usage (after
decarbonisation interventions). Each usage estimate is costed at various relative
prices for gas and electricity. The difference between the total cost is shown (in £000’s)
and shaded as green to red. Green shows cost decreases and red shows cost
increases. The £32k annual cost reduction is highlighted at that shows the impact at
current prices. Under the leisure contract, the Council takes on the risk and reward in



relation to energy prices. If energy prices increase with general inflation, then it is
estimated that they would increase by around 20% over a 10 year period. In that
scenario the estimated savings would actually reduce slightly to £26k annually. In
paragraph 8.13 it shows a revenue cost of capital of around £450k. The heatmap
shows that there would need to be a significant increase in gas prices (80%+ increase)
and a significant fall in electricity prices (20%+ decrease) to move to a point where the
cost of capital would be covered by energy savings.

COM

PARING COST OF CURRENT USAGE WITH FORECAST USAGE (POST DECARBONISATION) AT VARIOUS PRICE
POINTS FOR ELECTRICITY AND GAS

Amounts
£000

ELECTRICITY PRICES AS A PERCENTAGE OF CURRENT

are

60% | 70% | 80% [ 90% |100% |110% [120% |[130% |140% |150% [160% |170% [180% [1950% |200%

GAS PRICES AS A PERCENTAGE OF CURRENT

60%

70%

80%

90%

100%

110%

120%

130%

140%

150%

160%

170%

180%

190%

200%

8.4

The issue with the heatmap above is that it is comparing relative costs, and in some
cases both impacts would be unaffordable against current budgets. The revised
heatmap below compares the costs at various gas and electricity prices, with the cost
of current usage at inflated current prices. The inflation that has been added is based
on 10 years of general price inflation, which is estimated at around 22%. This shows
that we get towards the right size of savings (to cover the revenue costs of capital)
when there is a fall in electricity prices by 40%, with a lower impact from any change
in gas prices.




COMPARING COST OF FORECAST USAGE (POST DECARBONISATION) AT VARIOUS PRICE POINTS FOR ELECTRICITY
AND GAS WITH ESTIMATED IMPACT OF INFLATION (2% PER YEAR OVER 10 YEARS) ON CURRENT USAGE AND PRICES
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