Comments on the Energy Demand Reduction Target Programme  - Consultation

Aidan,

I have reviewed the programme consultation paper taking into consideration CIF member needs.

The Energy Demand Reduction Target Programme is mandated under Article 6 of the European Energy Service Directive, which is placing a requirement on all energy companies to promote efficiencies through a range of innovatively delivered energy services.

In Ireland, the main drivers will be ESB, Bord Gáis Networks, Airtricity, Energia and other companies distributing oil, solid fuel and transport fuels.  The aim behind the Directive is to help customers to make their homes and work places more energy efficient.

The Directive puts key emphasis on identifying all the important stakeholders who will be required to work together in developing and implementing collaborative energy saving solutions.

In the consultation paper, the Department has proposed three different ways for implementing the Energy Demand Reduction Target Programme in the Irish context.  

The primary opportunity for CIF members is as energy service providers, involved in installing energy saving measures such as insulation, energy efficient boilers, energy audits, and energy management systems.  The opportunities presented to deliver energy efficiency services will come from energy companies such as ESB and Bord Gáis collaborating with energy service providers, like CIF members, in offering energy efficiency packages to households and businesses in Ireland through fully finance-backed energy service companies.

Where proper financing has been provided internationally for these energy service companies to come into being, they have delivered significant energy efficiency targets to those countries. Remember, Ireland has an ambitious overall 20% reduction target in energy demand to be achieved through energy efficiency measures by 2020 under the National Energy Efficiency Action Plan.

Establishing proper programme financing early on is the key to getting benefit from this Programme for CIF members.  This will require financing being structured in such a way that the customer is provided with options to repay the energy company over periods of 5 to 30 years, mostly likely through their monthly energy bill.  For this financing to work, it will have to be underpinned by a government-backed bond that would allow the energy service providers (CIF members) to install their energy efficiency products, receive payment and scale-up to implement significant national programmes to achieve the national targets by 2020.  

It will be necessary for energy service providers (CIF members) to engage proactively with the energy companies to develop an appetite in the market such that households and businesses can have easy access to competitively priced high quality energy efficiency packages that can pay for themselves by means of the way that the financing is structured and offered

Turning now to the programme delivery options outlined in the consultation paper: the least attractive is the voluntary agreement programme as it does not encourage a competitive market to develop and, it reduces the opportunity for innovative commercial collaborations between the different supplier stakeholders that best meet the needs of households and businesses.

The other two programme options, either through a fund / levy or a market-orientated obligation scheme, are preferable.  

There are pros and cons for each.  The market-orientated obligation programme would allow what are called white certificates (i.e. certificates created to track energy savings) to be traded between businesses in a market fashion, allowing businesses that want to make an investment in energy efficiency to share the carbon reduction benefits with other businesses.  This would stimulate greater market opportunities and would encourage households and businesses to increase their take-up of energy saving packages and result in a real competitive market in energy services to come about.  

The key to any major energy efficiency market being realised will be for all the stakeholders i.e. all the energy companies, with CIF and other stakeholders, to lobby strongly for a government financed bond to underwrite the requirement to be able to offer financing to households and businesses that allows the repayment for the energy efficiency measure to extend over a 30 year period, if required.

Government would need assurance from the supplier stakeholders that a competitive market would be put in place, that real targets would be achieved and, that the measures and workmanship of the installations are to a rigorously high quality and, effectiveness.  

The commitment by the supplier stakeholders to develop such a competitive market to deliver the ambitious 20% target by 2020 would also be attractive to government in that it would sustain thousands of new jobs in the economy during a difficult economic period.  It would also improve significantly Ireland’s balance of payments position by reducing the requirement to import fossil fuel.

