Energy Company Obligations to Save
Energy in Italy, the UK and France:
What have we learnt?




Why regulate”? Barriers to energy efficiency

Deficient Incorrect or insufficient knowledge at the point of
information decision-making biases decisions against efficiency
Access to Constraints on borrowing, including higher interest rates
capital than justified by the risk of the project

Split incentives | Investors cannot always appropriate the benefits of
energy efficiency investments (e.g. landlords)




Why energy company obligations?

 The market barriers mean that saving energy is

more cost effective for society than supplying
more energy

* Energy companies are well-placed to help save
energy — financially and commercially




Scheme design

Design Feature UK France Italy

Energy efficiency Carbon Delivered energy Primary energy
metric

Obligation period 3 year 3 year 1 year

Policy scope Households only | Non-EUETS All end-uses

Obligation holder Energy supplier | Energy supplier Energy

distributor




Scheme outcomes for one year of operation

UK France Italy
Annual end use energy savings (%) 0.69% 0.15%
Lifetime end use energy savings (TWh) 93.5 18.0 92.0
Lifetime primary energy savings (Mtoe) 0.87 2.02 6.99
Lifetime carbon savings (MtCO2) 19.6 6.1 17.8
Peak demand reduction in electricity (MW) 299 86 612
total cost (M€ 311 180




Qualitative outcomes

» Technical measures

— Dominated by ‘mass market’ measures, e.g. insulation, lighting and heating
 Impacts on energy industry structure

— Direct involvement of energy suppliers in UK and France, greater use of energy
service companies in ltaly

« White certificate trading markets
— UK - limited to trades between energy suppliers
— France — small reliance on trading (1.5%)




General Lessons

* Growth in energy efficiency activity and new offers for
customers, new services and new incomes streams.

« Scale requires use of ‘deemed savings’ where individual
measures are too small to justify detailed monitoring.

* Good for delivery at minimum cost, and therefore use of
cost effective technologies.




Some differences

« Trading metric varies - carbon (UK), primary energy
(Italy) and end-use energy (France) — and affects
technology choice.

« ltaly’s choice of distribution obligations produces a much
stronger emphasis on energy service companies.

« Cost recovery depends on design and the market:
— in Italy, a distribution charge finances the scheme;




Conclusions from ltaly, France and the UK

Obligations are a proven approach to delivering energy efficiency.

Obligations contribute significantly to energy policy goals: economic,
security and environmental.

Cost effective, saving energy at lower cost than the cost of supply.

Recipients of energy efficiency benefit, but costs falling on all
consumers.

Detail design has a big impact on the mix of technical measures
delivered.




