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A very ambitious policy RICARDO-AEA

“[1t] will be a revolution. [...] The most ambitious energy-saving plan ever put forward. A
once-and-for-all retrofit that will make every home in Britain ready for a low-carbon
future.” (Huhne 2010)

“The biggest home improvement programme since World War II” (Huhne 2010)

“Europe’s most innovative and transformational energy efficiency programme” (Barker
2010)
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A changing policy landscape
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Shift from Exchequer funded and mandated
energy efficiency to self funded

Policy portfolio 2012

Utility Warm Home | CERT

funded | piscount scheme !
5 CESP
Winter Fuel !
Exchequer Payments i Warm Front
funded Cold Weather | Decent Homes
Payments |
Financial Energy
assistance efficiency
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Shift from Exchequer funded and mandated
energy efficiency to self funded

Utility
funded

Exchequer
funded

Policy portfolio 2012

Warm Home CERT

Discount scheme !
| CESP
Winter Fuel
Payments Warm Front
Cold Weather | Decent Homes
Payments
Financial Energy
assistance efficiency
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Policy portfolio now

Green Deal

Warm Home ECO
Discount scheme

Winter Fuel
Payments
Cold Weather  Decent Homes
Payments
Financial Energy
assistance efficiency

© Ricardo-AEA Ltd



Green Deal /| ECO design turns past experience in RICARDO-AEA
energy efficiency policy on its head ’

0
(33
EC1 .0,

Energy efficiency Loan schemes
obligations
International Low cost measures High cost measures
experience
Green Deal/ECO High cost measures Low cost measures
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A recapture of what happened since RICARDO-AEA
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Price freeze announced in Sep 2013 RICARDO—AE

LABOUR CONFERENCE BOMBSHELL

ED: I'LL FREEZE
YOUR GAS AND
ELECTRIC lllS
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Energy companies blame energy efficiency RICARDO-AE

levies for price increase in Oct 2013

The Telegraph

Home NeWS world Sport Finance Comment Culture Travel Life Women Fashion
Politics | Investigations = Obits | Education @il Science Health = Defence @ Scotland Ro; The N n EPEN n EN T
Earth News | Environment | Climate Change | Wildlife | Outdoors | Picture Galleries | Earth Vides

HOME » EARTH » ENERGY

SSE retail boss blames Government for energy price rise Government blamed for enerous reen ener
Retail chief at SSE raises energy prices by 8.2pc and says bills would be £110 a year g g gy

lower if the Government collected the tax itself and did not get energy firms to do it Subsidie S WhiCh 1e ave consumers footing the bill

Will Morris, group managing director of retail at the big six energy provider, said the government-imposed levies had left the
company with no other option but to hike energy prices by an average of 8.2pc from next month for its 10 million
customers. Photo: PA/Reuters
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‘Green crap’ debate in Nov 2013 RICARDO-AEA

TH ammns M%

) —————————— S
EXCLUSIVE: PM'S SOLUTION
TO SOARING ENERGY PRICES

GET RID
OF THE

GREENS

YOUR i
ROYAL
THIGHNESS

Kate does a Marilyn: See Page 7
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Government response in Dec 2013 — RICARDO-AEA
costs of ECO reduced by 2/3 ecf

& GOV.UK

Q Departments Topics Worldwide How governmentworks Getinvolved
Policies Publications Consultations Statistics

Press release
Government action to help
hardworking people with energy bills

From: Department of Energy & Climate Change and The Rt Hon Edward Davey
MP

History: Published 2 December 2013

Part of: Reducing the UK’s greenhouse gas emissions by 80% by 2050, Helping

households to cut their energy bills, Climate change, Energy and
+ others

British households will benefit from proposals that will be worth £50 on average, thanks to
government plans to reduce the impact of energy company price rises.

Gh e Households will see an average saving of £50 a year without reducing
Readings TYE ”’Gré help to vulnerable households or sacrificing green commitments.

Merer NUTE=5677 v¢ 90” e Plus £1,000 to spend on energy saving measures when you move home -

2&.::‘:\‘& xs(*“,‘g‘ \n\\;\l\h helping people cut their bills through energy efficiency; safeguarding
D,«cizt.‘::(\ 2470 = - green jobs.

CO‘\_/, — ast"

— S A

Charg® L ‘ ‘&:\‘ 4 British households will benefit from proposals that will be worth £50 on

average, thanks to Government plans to reduce the impact of energy
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Green Deal Home Improvement Fund announced
in May 2014

CThe Telegraph

Home News World Sport Finance cComment Culture Travel Life Women Fashion

Companies Comment S0 EI81EN(M ISAs = Economics = Markets = Festival of Business = H(
ISAs | Investing @ Pensions | Savings @ Interest Rates = Funds | Mortgages | Credit Cards @ Expat]l

HOME » FINANCE » PERSONAL FINANCE » HOUSEHOLD BILLS

Households to be granted up to £7,600 for energy-
efficient home improvements

Government offers to pay homeowners to install energy efficiency measures after low
take-up of Green Deal loan scheme
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Green Deal Home Improvement Fund closes after
just six week in July 2014

guardian

News Sport Comment Culture Business Money  Life & style T

Green deal cashback scheme is shut
after surge of applications

Final £70m of money for energy efficiency measures under
green deal home improvement fund is taken up in just three days

Damian Carrington
theguardian.com, Friday 25 July 2014 11.13 BST

&J Jump to comments (37)
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Impact of policy changes (1)

Based on evaluations (ex-ante and ex-post)
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Steep increase of energy savings from past

RICARDO-AEA
energy efficiency obligations ) &
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Source: Rosenow 2012
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Ex-ante evaluation indicated significant reduction RICARDO-AEA
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At current levels the Green Deal and ECO will RICARDO—AE

achieve just 14% of previous energy efficiency ”
OXFORD
programmes
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Source: Rosenow and Eyre 2012, 2014, DECC 2015
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Impact of policy changes (2)

Based on number of insulation measures
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Insulation measures installed since 2008 dropped
significantly since 2013

loft: -90%, cavity: -62%, solid: -57% (average per year 2013-2015 compared to 2012)
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seseee Cavity wall insulation Solid wall insulation

Source: Climate Change Committee 2014 and DECC 2015
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Bottom-up calculated energy savings based on top 3 RICARDO-AE

SR

insulation measures also indicate sharp decrease of energy ecf
savings of more than 75%
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Roadmap for recovery
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Reforming the Green Deal: RICARDO-AEA

OXFORD

1) Modifying the interest rate

ENERGY

SHRLPALICHANGE

* interest rate of a Green Deal loan at 7% is
deemed commercially attractive against
comparable unsecured loan

+ households more likely to compare the Green
Deal interest rate to that of their mortgage or to RESEARCH REPORT

high street loans Consumer Needs and Wants for the
- interest rate needs to be set closer to 3% or less Green Deal

in order to appear attractive (see research by homeounEes el smell usinosons T o oo Desl proposiion amongst

Ipsos MORI, 2011)

The views expressed in this report are those of the authors, not necessarily
those of the Department of Energy and Climate Change (nor do they reflect
Govemment policy).

November 2011
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Reforming the Green Deal: RICARDO-AEA
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2) Relaxing the golden rule

+  Golden Rule limits amount of Green Deal

finance:

= Repayment
repayments must not be greater than = Energy bill
savings

Before After
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Reforming the Green Deal: RICARDO-AEA

) @
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2) Relaxing the golden rule
Golden Rule limits amount of Green Deal .
finance:

m Repayment
repayments must not be greater than Energy bill
savings
Proposal: allow households to take out | Before | Atter

more Green Deal finance even it costs of

repayments exceed energy savings ‘_7

DECC already consider this

= Repayment

Energy bill

Before After

25 Ricardo-AEA in Confidence © Ricardo-AEA Ltd



Reforming the Green Deal: RICARDO_AE
-

3) Shifting the emphasis

HATE RISING
ENERGY COSTS?

GREEN
DEAL
WITH IT.

The Groen Doal sot up by
Government, is a new way to
oy for home Improvements uu
BEE  Insulation, double Pazing o
B new boller. It lets you paym
some or all of the Improvements
) over time through your electricity
| bill. Repayments will be no more
than what a typical household
||| should save in energy costs.

Find out more at

gov.uk/greendeal
or call 0300 123 1234

GREEN DEAL

APPROVED

Belscd Sl zsohd nsu!a insulation and a new botler under thrcc Dc The Gre D
able docfcmsbascr\omcpcrsswn ac(lsnlau

v
EUVK/EMX\
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Reforming the Green Deal: RICARDO-AEA
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3) Shifting the emphasis

HATE RISING @ | S U —
ENERGY COSTS? T

GREEN
DEAL
WITH IT.

The Groen Deal, set up by
Government, is a new way to
pay for home Improvements like
Insulation, double glazing or a
new boller. It lets you pay for
some or all of the Improvements

over time through your electricity
bill. Repayments will be no more
than what a typical household
should save in energy costs.

Find out more at
gov.uk/greendeal
or call 0300 123 1234

v/ j [P P

er Metrurguaniagen und Fersee waen Se bee Helkosss sairtar

nken, Darlber Nawss bnbise Sie B AatBedniarioreng wam ertichwaieedes BNy Ln S 0 wuana

Mosiotn Soe St e sasIve Fordiennny wod ien Sie Jt ot Hedors) id eaibirre Arkigesied i v Aivre

GREEN DEAL Sresres 21 e e o o
APPROVED

*Based on installing sobd wall insulation, loft insulation and a new botler under the Green Deal. The Green Deal
is not available in Northem Ireland. A different cashback scheme operates in Scotland, Full details available at
Eov.uk/greendeal
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Reforming ECO: RICARDO-AEA
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1) Support remaining potential of lower cost insulation measures

Analysis by Climate Change Committee (2014) shows
that:

There are still 4.5 million cavity walls of which 1.6
million are easy to treat.

>10 million easy-to-treat lofts could benefit from
additional top-up.
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Reforming ECO

2) Support non-insulation measures

29

Little support for non-insulation measures left, particularly
electricity saving technologies (LEDs etc.).

Energy Efficiency Obligations promoted more than 30
million energy efficient appliances in the past.
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Reforming ECO

3) Low-income households

30

Utility-funded programmes generally regressive
on the revenue-raising side as every customer

pays the same regardless of income.

Argument for using Energy Efficiency
Obligations mainly for low-income customers or
even better those in fuel poverty.

Main fuel poverty programme funded through
general taxation has been terminated.

Energy Efficiency Obligations could fill the gap.
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Conclusions
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Conclusions RICARDO-AEA
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The policy changes have been significant and represent the most radical shift in the
history of energy efficiency policy.

The impacts of the change have been profound and resulted in a sharp decline of
energy savings.

Cosmetic modifications and additional pots of funding are unlikely to reverse the current
trend.

Substantial policy reform is needed to get back to previous levels of activity.
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