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Comments from the Federation of Petroleum Suppliers Ltd

6 Royal Court, Tatton St, Knutsford, Cheshire, WA16 6EN, UK

Tel: +44-1565-631313; Fax: +44-1565-631314; email: office@fpsonline.co.uk
The Federation of Petroleum Suppliers

The Federation of Petroleum Suppliers (FPS) is the trade association for the oil distribution industry in the Republic of Ireland and the UK.  It represents the majority of distributors in the UK from the small family business, which forms the greater part, to the distribution arms of some of the major oil companies – a total of nearly 3,000 road tankers.  Deliveries go to domestic customers, retail forecourts, agricultural, marine, industrial and commercial sites for power, heating and transport fuel.  Deliveries to retail forecourts are mainly to independent sites with relatively low volume throughput.  

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

Assessment of new employment through increased demand for energy efficient products and services must be offset by reduced employment in traditional fossil fuel industries if these contract as consumers become more energy efficient.

	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

Making buildings more energy efficient costs money.  Whilst such measures for the fuel poor can be funded by a general carbon tax or Exchequer funds, it is difficult to see how such taxes can be applied in such a way that they do not affect the fuel poor adversely: by increasing the cost of energy or general taxation, the number of fuel poor will increase.  It will take time to put in place energy efficiency measures for this section of the population and, meanwhile, their situation will worsen with increased fuel costs/taxation burden.

	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

FPS does not have the expertise to comment.

	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

FPS agrees that innovation should be encouraged.  However, a list of products approved as eligible measures, such as those reproduced in Annex 1, is not conducive to innovation unless there is a means of assessing and adding new measures to the list promptly.

	BENEFICIARIES
	

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

Whilst the large, network-connected energy companies are able to supply energy services efficiently and economically at competitive prices, and thus benefit from increased business opportunities, this is not the case for smaller suppliers of non-network-connected energy, such as coal, LPG and oil, most of which are very small, family businesses.  Their situation is commented on further in our response to Question 2(d).

	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?

There should be benefits for Energy Service Companies with the increased marketing exposure.

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

There should be benefits for Energy Service providers with the increased marketing exposure.

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

There should be benefits for energy-saving product retailers through the increased marketing exposure and through any funds made available.

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

Reduced energy usage means reduced reliance on imported energy sources.


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

The voluntary agreement option is the one that has been used in the UK.  FPS has a voluntary agreement relating to supply of heating oil with the UK government on behalf of its UK members and has produced a website – www.oilsave.org.uk - to which members can refer their customers for help with energy efficiency measures.  

However, the percentage of oil distributors that are members of a trade body is too small in Ireland for an agreement between an oil trade body and DCENR to be an effective option.  We believe this would also be the case for coal and LPG suppliers.  It would therefore appear that the voluntary agreement option would only be practicable if it was restricted to network-connected fuel suppliers, which might not be acceptable to the EC.

Should this option be selected, FPS proposes a possible way round this:

Virtually all households and businesses have an electricity supply.  If a voluntary agreement was confined to the electricity and gas suppliers, which is given as a possibility in the consultation, as an efficient way of meeting Ireland’s targets under the directive, oil distributors could work with the electricity suppliers, for example by distributing the electricity supply companies’ energy efficiency literature to customers.  This might overcome objections from the EC that the non-network-connected sector was being unfairly exempted from any obligations.  It would also make use of the direct, face-to-face contact that non-network-connected energy suppliers have with their customers, but would avoid wasteful duplication of efforts and marketing campaigns by both electricity and non-network connected energy supply companies.
An energy efficiency levy would create a level playing field and the funds raised could be directed to the fuel poor, but the cost of the levy would be passed on to end users, which would increase the cost of living for this sector of society (see also comments on Q1b and Q2l).

A market-oriented obligation programme restricted to network-connected fuels would not cause any problems for non-network-connected energy suppliers, but might fall foul of the EC.

In conclusion, FPS supports the voluntary agreement option, applied, as suggested, to the network-connected energy providers only, with an arrangement for non-network-connected suppliers to work with electricity suppliers in marketing energy efficiency to end users.


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

A similar approach to our proposal in 2a could be applied to the market-oriented obligation programme option, involving non-network-connected energy suppliers working in tandem with electricity suppliers by arrangement. 

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

See response to Question 2(d).

	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

FPS proposes that network-connected energy supply companies should deliver the programme, assisted on a voluntary basis by non-network connected suppliers.  It would be unfair to place the obligation on the numerous, small family businesses that comprise the non-network-connected sector.  These companies do not have the resources to provide the programme independently, nor is it possible for them to offer services competitively.  Furthermore, any services and marketing campaigns they carried out would be duplicating those carried out by the network-connected energy suppliers.  This would be wasteful and could result in overloading customers with information, causing ‘information fatigue’ and subsequent switching off from energy efficiency ideas.  It would, in any case, be impossible for the Government to police this sector without a disproportionate call on resources if there was a legislative requirement placed upon it.


	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

FPS does not have the expertise to comment.


	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?
The definition of a small energy company that could be excluded equates to an oil distributor with 1.25 tankers!  FPS estimates that there are between 300 and 400 oil distribution companies in the Republic.  The great majority are small, but we do not have data on how many would have only one tanker.  It is likely to be those whose main business is coal or owner-drivers.  If the option selected is restricted to network-connected suppliers, with whom non-network-connected suppliers would collaborate on a voluntary basis, there would be no need to exclude small suppliers below the threshold.

	ELIGIBLE SECTORS
	· Residential 
· Business 
· Public 
· Transport

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

All sectors should benefit, with the exception of transport.  It is very difficult to apply the directive to transport fuel end users practically and, to the best of FPS’s knowledge, no other EU Member State has yet been successful in this.  For transport fuels, benefits are mainly to be had from more efficient driving, which is better tackled via national media, and from an extended public transport system to provide a practical alternative to private transport. 
2(h) Do you think that funds should be ring-fenced for the fuel poverty sector? If so what is an appropriate percentage?

Many fuel poor dwellings can be classed as ‘hard to heat’, or are rented properties so provision of funds for energy-efficient measures equitably is not straightforward.  However, it would seem morally desirable to try to target any funding at this sector.  FPS cannot comment on an appropriate percentage.

	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

It should be noted that condensing oil-fired boilers achieve the highest efficiency compared with other fuel sources – up to 97% compared with 91.5% for natural gas and 93.2% for LPG (Source: www.sedbuk.com).  This should be taken into account before advocating fuel switching from oil.  Furthermore, extensive trials in the UK on inclusion of biodiesel in kerosene, and in the rest of Europe in gas oil, are proving that biofuels are a good source of renewable energy for heating.  Oil heating systems should therefore not be dismissed as undesirable fossil fuel systems.  Liquid biofuels should be added to any list of approved measures that is produced under the EDRT.  More information on the use of biodiesel in kerosene can be obtained from the Oil Fired Technical Association, OFTEC – www.oftec.org.

	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?

With regard to oil, information compiled by the DCENR’s Oil Supply Division should provide information on annual volumes of petroleum products.

	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

FPS does not have the expertise to comment.

	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)

Contribution of a percentage of the programme providers’ turnover/revenue streams/third party would put small, non-network-connected energy suppliers’ businesses at risk if they have to contribute to these schemes.  The oil distribution sector has become progressively less profitable in recent years, plus it would be very difficult to administer – see response to Q2(m).  

If final customers have to finance the scheme in the form of a levy, it will put more of the fuel poor at risk (see comments on Q1b).  It might force some of them to economise further on fuel, resulting in more ill heath and deaths in this sector of the population.
Funds made available by the Exchequer seems the best option.

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

FPS does not agree that a levy fund is a good option.  For the oil distribution sector, it would be very difficult to operate unless it was applied at the duty point.  Oil distributors do not have contracts with the vast majority of their customers – it is a spot market.  They therefore do not know what their sales volumes are to be in the future.  It would therefore be impossible to predict what funds would be raised by each company or collect the funds if a levy was applied beyond the duty point. 
If a levy is applied, it should be on the basis of a rate per kWh for all fuel types if it is not to distort the market.
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