ENERGY DEMAND REDUCTION TARGET (EDRT) PROGRAMME -- CONSULTATION PAPER

5
Consultation Questions and Next Steps
In the preceding chapters, the policy imperatives for continued and increased energy efficiency gains in Ireland have been presented in the context of introducing a new programme – the Energy Demand Reduction Target. The EDRT can play a significant part in closing the energy efficiency gap identified in the NEEAP.  

It is recognised from the outset that the design of the EDRT will benefit greatly from a collaborative approach, involving all interested parties. This consultative phase is perhaps the most important element in the EDRT’s development and views are now sought to ensure the success of the programme. 

The EDRT programme that will emerge from this consultation process must be equitable, innovative and sustainable. The technical and strategic expertise of the key players in the energy sector can ensure that this is achieved.  

Key elements discussed in this paper are the programme objective, potential impacts and associated benefits (Chapter 1), the policy context (Chapter 2), international experience and scheme parameters (Chapter 3), and programme options (Chapter 4).  

In the following pages, a number of questions are posed and interested parties are asked to respond to as many as possible. Respondents are asked to use the tabular template for all responses.

All submissions received will be analysed by a Working Group comprising officials from the Department of Communications, Energy and Natural Resources, the Commission for Energy Regulation, the Department of Finance and Sustainable Energy Ireland. Where necessary, follow-up discussions with interested parties will take place after which programme options will be presented to the Minister.  
You are asked to submit your comments by close of business on 30 September 2009, to:
Email:

edrt@dcenr.gov.ie 

Post:

Jonathan Harte

Energy Efficiency and Affordability Division
Department of Communications, Energy and Natural Resources
29-31 Adelaide Road
Dublin 2

Contact: 
01-678 2272

Question 1 – EDRT Programme Impact and Beneficiaries
The objective of the EDRT programme is to promote energy end-use efficiency and services. A number of impacts and beneficiaries are discussed (see Chapter 1 of this consultation paper). Please use the Table below for any comments you might have on the following impacts and beneficiaries.
	IMPACT 
	YOUR COMMENTS

	Create new employment through increased demand for energy efficient products and services 
	1(a) Please indicate here your thoughts on the potential of the EDRT programme to create new employment and, where possible, indicate the scale of same

Improving energy efficiency in Ireland’s entire building stock requires a major effort to renovate existing homes, which has the potential to create significant jobs in Ireland.  It has been estimated by Eurima that a concerted effort to improve energy efficiency in buildings would lead to the creation of the equivalent of more than 500,000 full time jobs across the 27 EU member states. 

Using the fact that Ireland’s population represents approximately 1% of the EU27 total as a pro-rata guide, this would suggest an additional 5000 Irish jobs. These jobs would remain for the entire period of the renovation cycle, e.g. 30 years.
This however is a conservative estimate compared to a recent estimate by Joe Curtin, Institute for European Affairs, which suggests that 23,000 direct new jobs could be created  in the  Green Sector based on 1.2M homes to bring stock to C1 (BER) level, based on 14.5 bn investment over  10 years. Draft Doc.

	Improve energy affordability, and health and comfort levels, in vulnerable sections of society
	1(b) Please indicate here your thoughts on the potential of the EDRT programme to improve the energy affordability for vulnerable sections of society and, where possible, indicate the scale of same
Studies have been underataken that show that insulating homes improves occupants’ health and wellbeing. One such study was undertaken by Howden-Chapman, Matheson, Crane, Viggers, Cunningham, Blakely, Woodward, Saville-Smith, O’Dea, Kennedy, Baker, Waipara, Chapman and Davie in New Zealand.  This study concluded that insulating homes led to a significantly warmer, drier indoor environment and resulted in improved self-rated health, self-reported wheezing, days off school and work, and vistis to GPs as well as a trend for fewer hospital admissions for respiratory condistions.  Trial Registration; Clinical Trials NCT00437541. 
That energy efficiency is a better option than current fuel subsidies is supported by Peter Clinch/Jonathan Healy – fuel poverty research. 150K homes in fuel poverty in 2005 page 22 – Energy in the Residential Sector - SEI 2008. It is reasonable to assume that 2005 levels of fuel poverty have increased since 2005 due to economic factors.
The UK’s Carbon Emissions Reduction Target (CERT, April 2008 – March 2011) obligates gas and electricity suppliers who have more than 50,000 domestic customers to meet household carbon emissions reduction targets. Suppliers achieve these targets by promoting (e.g. through subsidised offers) low carbon and energy efficiency measures such as loft and cavity wall insulation to households. At least 40% of the carbon saving obligation has to be achieved in a priority group of low income, vulnerable and elderly (aged 70 or over) households. This helps vulnerable sections of society to permanently reduce their energy bills. 

The UK’s Energy Savings Trust has estimated that installing 270mm of loft insulation will save around £150 per year, paying back the DIY cost within 2-3 years (if paid for – only relevant to able to pay).  For retro-fit cavity wall insulation, the saving is estimated to be £115 per year, paying back the professionally installed cost in around 2 years (if paid for – only relevant to able to pay).


	Contribute to the reduction of Ireland’s GHG emissions in line with our Kyoto and 2020 targets
	1(c) Please indicate here your thoughts on the potential of the EDRT programme to contribute to Ireland’s GHG emissions targets and, where possible, indicate the scale of same
The UK’s Energy Savings Trust has estimated that installing 270mm of loft insulation will save around 800kg of CO2 per year. For retro-fit cavity wall insulation, the saving is estimated to be 610kg of CO2 year.  Assuming a level of comfort taking to be 50%, the contribution to reducing Ireland’s GHG emissions can be calculated based on the eventual phasing and scope of the EDRT Programme.
Further supporting information is provided by the SEI Study – Ireland’s low carbon opportunity – an anylsis of the costs and benefits of reducing GHG Emissions. Page 19 – approx 2.5Mt of CO2 could be abated at negative cost.

	Encourage innovation in energy efficiency products, leading to market transformation
	1(d) Please indicate here your thoughts on the potential for the EDRT programme to encourage innovation and, where possible, refer to any international examples with which you are familiar

In the UK, innovation is playing an increasing important part in delivering energy efficiency savings.  However, this increased focus on ‘innovation’ follows an extended period (more than 7 years) of upgrading homes, during which period the basics of improving energy savings were implemented – the low hanging fruit were taken first (ie the low cost per tonne CO2 savings were made first by insulating lofts and cavities).  Although Rockwool supports the introduction of innovative technology that will, for example, provide the consumer with better information on energy usage, we hold the view that too soon a move to new, unproven behavioural measures may be at the expense of robust 'hard measures', resulting in a relative reduction in savings from the scheme. 
 Behavioural and hard ‘technical’ measures are needed in concert to minimise energy consumption.  In many instances, behavioural measures should be introduced only to supplement hard measures.  In the same way that it is not appropriate to install low carbon heating technologies into an energy inefficient building, it may not be appropriate to expect householders to turn down the heating in a home that is already colder than the ideal temperature.  The installation of heating systems should only be undertaken subsequent to the installation of passive energy-saving measures such as thermal insulation, draft stopping, etc.  This follows the well-established hierarchy of maximising the energy efficiency of the building fabric before considering the energy efficiency of the equipment and controls within the building.  Heating and cooling systems can then be sized appropriately using a whole house approach; reducing the risk of wasting energy by over-sizing boilers/radiators and avoiding that householders turn to supplementary electrical heating following the installation of under capacity heating systems.
If only low carbon homes, low energy appliances and heating equipment are available, behaviour becomes less important.  The hard insulation measures proposed show a clear and demonstrable financial benefit, which is self-funding in the case of low cost measures or supported by grants/incentives.  Other measures, innovative or otherwise, need to similarly demonstrate their benefit.
An alternative to ‘product’ innovation is to introduce incentives for suppliers to take a genuine whole house approach, for example linking loft top-ups with other hard to treat (HTT) measures such as insulating solid walls.  This whole house approach has the potential to be especially cost effective (and necessary) as EDRT moves from its initial ‘low hanging fruit’ phases (characterised by uninsulated lofts and unfilled wall cavities) to the HTT and ‘difficult to engage’ phases


	BENEFICIARIES
	

	Energy Companies 
	1(e) Please indicate here your views on the benefits of the EDRT programme for energy companies

Energy companies could benefit from a longer period of activity, stable supply patterns and less volatility in market prices.  There would be a huge PR benefit from helping improve quality of life for customers.

	Energy Service Companies
	1(f) Please indicate here your views on the benefits of the EDRT programme for Energy Service Companies and if you think the EDRT can help develop the market for ESCOs?

An obvious obstacle to the promotion of more energy efficient technologies is the costs associated with such technologies. However, contracting systems exist that can guarantee the achievement of important energy saving targets while at the same time minimising – or even eliminating – budgetary implications. One such system is Energy Saving Performance Contracting (ESPC). However, at the early stages of programmes such as EDRT, this approach may be more relevant to public authorities than individual homes.
ESPC provides a financing mechanism for upgrading and retrofitting energy equipment and services in public facilities without using budgeted funds and without requiring any capital investment by public authorities. Under ESPCs, Energy Service Companies (ESCOs) are responsible for providing the financing and facilities upgrades necessary to achieve energy savings (new lighting, boilers, chillers, controls, insulation upgrades etc.). The ESCO guarantees the energy savings, is paid annually out of the savings, and is paid only if the savings are achieved. The public authority faces no upfront investment costs, reduces energy consumption, and all energy cost savings revert back to the authority once the contract expires (i.e. the ESCO has been paid).

	Energy Service Providers 
	1(g) Please indicate here your views on the benefits of the EDRT programme for energy service providers

1. New streams of income.

2. Customer loyalty.



	Energy Savings Product Retailers
	1(h) Please indicate here your views on the benefits of the EDRT programme for energy-saving product retailers

The potential boost to Energy Savings Product Retailers and the wider Irish economy is clear.  DIY and trade distributors of insulation & other energy saving products will benefit from increased sales, as will their suppliers. 

	Others
	1(i) Please indicate here your views on any other benefits of the EDRT programme

Benefits include; 

Environmental improvement

Financial (including general cost savings and alleviation of fuel poverty)

Health & wellbeing (including comfort)
Job creation
Increased competitiveness of Irish business
Security of energy supply
Increasing the attractiveness and value of Ireland’s housing stock

Acting as an exemplar to other countries – Eurima studies show that the technical potential from buildings across the EU is a CO2 emission reduction of 460 million tonnes (Mt) per year, which is more than the EU’s total Kyoto commitment.  Measures such as roof and wall insulation can cut this energy use in half, reducing energy use across the EU by 20%, saving the equivalent of 3.3 million barrels of oil a day.
Promoting environmental issues as a priority in wider aspects of Irish life, sustainable development, etc.


Question 2 – Programme Design and Delivery Options for Ireland

A number of international programmes are discussed (see Section 3.3 and Annex 1) and the relevant parameters for the EDRT programme in Ireland are described in 3.4 and 4.4. The three delivery options are discussed in Chapter 4. Please use the Table below for your comments on the most appropriate scheme design for an EDRT programme in Ireland.

	PROGRAMME ATTRIBUTES
	PROGRAMME OPTIONS
	YOUR COMMENTS 

	DELIVERY OPTIONS
	1. Voluntary agreement and/or
2. Fund/levy programme and/or
3. Market-oriented obligation scheme
	2(a) Please indicate here your preferred delivery option and reasons why you think it is more appropriate than the other options

Ireland has announced ambitious targets for improving existing buildings. A voluntary standard would be a far too weak a response. All the evidence shows that for mass scale take-up of energy efficiency the fundamental barriers identified have to be tackled;
- New homes have to have their energy efficiency level legislated and the vast majority of builders build only to minimum, regulated standards.

- Tens of thousands of extensions and refurbishments are undertaken annually yet the vast majority are to minimum standards and this has been the case for years.

- Householders undertaking work on their properties tend not to consider upgrading thermal efficiency of the building fabric as a priority, if at all
A voluntary agreement will not substantially change this position and, worse, it will give the illusion of action and waste time.
Rockwool advocates a combination of 2 and 3.  Experience from elsewhere in Europe is that substantial sums of money are needed to fund upgrading schemes of this nature. Despite the fact that this investment is both financially and environmentally justifiable, experience shows that subsidies are needed to ensure significant take-up of retro-fit energy efficiency measures.  Option 2 (levy and fund) will ensure that subsidies can be provided. Option 3 (Energy company targets) will help to ensure that the money is targeted on measures that deliver the greatest savings.  

For example, the UK CERT scheme is quoted as an example of Option 3 but it should be noted that the CERT scheme (which Rockwool would recommend) also places a levy on domestic users to create a subsidy fund, so CERT could itself be considered as a combination of Options 2 and 3. 

	
	
	2(b) Is there another approach that could realise similar benefits?

Possibly adopting a pay as you save (PAYS) model of long-term financing for energy saving.

The concept is based on spreading the cost of refurbishment for a property over a substantial period of time, across different owners. A low energy refurbishment provider uses finance, from a third party, to cover the upfront costs of the low energy work. An obligation to repay is linked to the property over an extended period of time and the repayments are calculated to be less than the savings that will be made on the fuel bills. Crucially, at change of tenure the benefit of the measures and the obligation to pay is transferred to the new householder. The PAYS Charge is collected by the local authority. The upfront costs are moderately subsidised and/or carbon reductions purchased and incentives are provided to encourage mass take up. The work is undertaken by an accredited company with rigorous enforcement of standards and the mechanism as a whole is promoted by trusted 3rd parties.

Other options that Government could consider for homes include; 

- Income tax relief on qualifying energy improvement works (again such incentives could be linked to improvements in existing EPC ratings). 

If property taxes are introduced later this year as has been mooted; 

· Lower tax bands for homes that achieve specified levels of improvement against the existing EPC rating.

· Lower tax bands for homes achieve one of the top EPC ratings.

2(c) Are there any barriers associated with any of the delivery options?

As per 2 (a) A voluntary standard would be a far too weak a response to deliver targeted results.


	PROVIDERS
	1. Network-connected distribution system operators and/or
2. Network-connected energy supply companies and/or

3. Non-network-connected energy supply companies
	2(d) Indicate here which energy companies you consider should deliver the programme

Network-connected energy supply companies. Rockwool believes that supplier-led consumer schemes to help deliver energy efficient buildings should provide the primary means of reducing fuel poverty, greenhouse gas emissions and energy security risks.  Any cap-and-trade obligations placed on suppliers should be related to CO2 per unit of energy targets.   These two strands of policy working in conjunction with each other would minimise greenhouse gas emissions without encouraging the use of fuel pricing as a means to control emissions and would allow for (eg) climatic variations and the inevitable variations in building occupancy rates/usage.  The focus should be on low carbon buildings and low carbon energy rather than rationing.



	SAVINGS TARGETS
	2020 gap: 800GWh/annum
	2(e) With reference to the 8,000 GWh NEEAP and Table 3, include details here on the energy savings you think the EDRT programme can deliver and whether or not the programme should also include a GHG target
Rockwool believes that the 800GWh/annum is achieveable but depends on the swift and effective roll-out of the EDRT process.  GHG savings can be achieved in line with our response to Q1 c) - The UK’s Energy Savings Trust has estimated that installing 270mm of loft insulation will save around 800kg of CO2 per year. For retro-fit cavity wall insulation, the saving is estimated to be 610kg of CO2 year.  Assuming a level of comfort taking to be 50%, the contribution to reducing Ireland’s GHG emissions can be calculated based on the eventual phasing and scope of the EDRT Programme.  
Further supporting information is provided by the SEI Study – Ireland’s low carbon opportunity – an anylsis of the costs and benefits of reducing GHG Emissions. Page 19 – approx 2.5Mt of CO2 could be abated at negative cost.
The target should remain at 800GWh/annum.  Furthermore, to ensure that the range of issues listed in Rockwool’s ponse to Q1i) are addressed, the programme should include both energy and GHG targets.



	THRESHOLD
	Energy companies excluding: those that sell <75GWh energy per year, or employ fewer than 10 people, or whose turnover does not exceed €2 million per annum
	2(f) The ESD allows Member States to exclude from the application of the Directive those energy companies that sell <75GWh energy per year, or employ fewer than 10 people, or whose turnover does not exceed €2 million per annum. Do you feel that it is appropriate for Ireland to do so? 
Yes although incentives for voluntary participation should be considered.

	ELIGIBLE SECTORS
	· Residential 
· Business 
· Public 
· Transport

	2(g) Please indicate the sectors that should benefit from the EDRT programme.

Residential, Business and Public.  However different delivery mechanisms are likely to be needed for each of these sectors.  Residential properties and small businesses can be considered together and supported by similar energy supplier-customer levies and pay-as-you-go schemes.  Larger businesses and public sector schemes may need a more mandatory/taxation driven approach.  Transport should be considered separately due to its entirely different dynamics.

2(h) Do you think that funds should be ring-fenced for the fuel poverty sector? If so what is an appropriate percentage?
Rockwool supports ring-fencing of funds for the fuel poverty sector to ensure that works are targeted on this sector.  There is otherwise a danger that this difficult to engage sctor will be neglected, widening rather than narrowing the fuel poverty gap.  The percentage of funds ring-fenced should be in proportion to the numbers of homes experiencing fuel-poverty.  We believe that a ring-fence of at least 40% of funds should be considered for the priority group of low income, vulnerable and elderly households. 



	ELIGIBLE TECHNOLOGIES
	List of measures (Table 5 and Annex 1)
	2(i) Comment on the list of potential measures and include any others that you feel are appropriate

Whilst recognising that renewable energy technologies rightly form part of a package of measures to lower carbon emissions and that their development should be encouraged, the focus of the scheme must be to minimise energy demand to the lowest practicable levels before then, and only then, looking to reduce the impact of the remaining energy demand through the use of LZCT.  The best option is, of course, for a building which is highly energy efficient and utilises LZCT. 

Energy saving measures such as loft, cavity, floor & solid wall insulation and draft stripping are proven to deliver quick wins at the lowest Euro/CO2 costs. As discussed in Rockwool’s response to Q1d), these measures should be used as the foundation of any energy saving programme with other technologies and measures used as support. 
A hierarchy of measures should be introduced that requires the installation of passive, building fabric measures prior to the improvement or installation of non-passive ‘technology-based’ measures such as boilers, other heating systems and LZCT (low and zero carbon technologies and other non-passive technologies such as solar panels, wind turbines, etc).  

We also recommend that only non-passive technologies for which there are appropriate lifetime guarantees should be approved for use within EDRT as it is important to consider lifetime carbon performance. 
As a further development, consideration should be given to a requirement for the non-passive technologies to prove their benefit on a lifetime carbon-costing basis.  Recent research by the Institute of Civil Engineers casts doubt on the environmental benefit of certain LZCT.  For some LZCT, the effective working life, embodied/primary energy and energy payback cannot shown to be environmentally beneficial.

	MONITORING AND VERIFICATION
	Ex-ante:  Based on assumptions about savings from each measure;
Ex-post:  Direct measurement of actual saving;
	2(j) Which method of monitoring and verification is most appropriate to Ireland and why?

A combination of both ex-ante and ex-post activity is needed.  Without hard evidence the levels of savings delivered by each of the measures within EDRT remain theoretical. Additional information is needed to target measures effectively.  This evidence needs to be collected on a continuous basis to allow small regular adjustments to strategy to be made to ensure that EDRT targets are achieved in a timely and cost-effective manner.  This will become increasingly important as EDRT moves from its initial ‘low hanging fruit’ phases to the ‘hard to treat’ and ‘difficult to engage’ phases. As part of this process, a home energy audit is fundamental to moving from where we are today to the low carbon homes that we require.  



	ADDITIONALITY
	Targets assume all measures are additional. Any measures considered not to be additional will be removed from target.
	2(k) Comment here on the potential the EDRT programme has to offer additional savings over and above those already included in the NEEAP

EDRT has the potential to substantially exceed the targets outlined in this consultation paper. Furthermore, it could act as the first of a series of programmes ultimately leading to all buildings in Ireland being zero carbon. Eurima studies show that the technical potential from buildings across the EU is a CO2 emission reduction of 460 million tonnes (Mt) per year, which is more than the EU’s total Kyoto commitment.  Measures such as roof and wall insulation can cut this energy use in half, reducing energy use across the EU by 20%, saving the equivalent of 3.3 million barrels of oil a day.


	SCHEME FINANCING
	A percentage of the programme providers’ turnover/revenue streams

Final customers (e.g. in the form of a general levy/kWh charge on all customers or individual bill-based repayment options based on the energy service provided to a particular address)

Third-party contribution (e.g. energy service providers, energy saving product retailers, local authorities etc.)

Funds made available by the Exchequer
	2(l) Give details on how you think the EDRT programme should be financed, bearing in mind that the list here is not exhaustive and that funds for the programme may be provided by a number of sources (see 3.4.8)
In order to equitably raise the substantial sums of money needed to fund the energy upgrading needed, Rockwool considers that the EDRT programme should primarily be financed by final customers. 
Supplementary financing could be provided through the introduction of a pay as you save (PAYS) scheme.  Such a scheme would allow the cost of property refurbishment to be spread over a substantial period of time, across different owners, using finance from a third party to cover the upfront costs of the low energy work. 

2(m) If you think that a levy fund is the best option, please indicate what you feel is an appropriate charge on each sector
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