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Executive Summary
The Department of Communications, Energy and Natural Resources seeks the views of interested parties on the design and implementation of a programme – the Energy Demand Reduction Target (EDRT) – which would involve the promotion of energy end-use efficiency and energy services by energy distributors, distribution system operators and/or retail energy sales companies.  

The energy services undertaken as part of such programmes typically include:

· Installing energy efficiency measures (e.g. attic or cavity wall insulation) for households

· Promoting energy efficient appliances and equipment to households and businesses, through discounts, rebates, special offers or other incentives

· Promoting and providing energy audits to businesses

The EDRT programme has the potential to significantly reduce energy costs and related greenhouse gas emissions whilst creating employment and developing a market for energy services in Ireland.  The programme can leverage the established relationship between energy companies and their customers to promote energy efficiency improvement measures and energy services to end-users.  It can rapidly build the market for energy services and redefine the role of energy companies as suppliers of not just energy, but also energy services. This repositioning in the market can, over time, shift the profit focus of energy companies away from volume sales of energy to selling energy and providing energy services and products.

Introducing the programme would also fulfil Ireland’s requirements under Article 6(2) of the Energy Services Directive (2006/32/EC).

As a country on the geographical periphery of Europe, it is incumbent on all key energy stakeholders to safeguard Ireland’s security of energy supply, to engender a drive for innovation in energy services and to help customers make their homes and workplaces more energy efficient. Ireland’s National Energy Efficiency Action Plan (NEEAP) charts this country’s progress on delivering a 20% reduction in energy demand through energy efficiency measures in 2020. This action plan also identifies areas where significant further gains can be made. The EDRT programme is one such innovative initiative that can deliver vital energy savings and contribute to Ireland’s economic renewal.

This consultation paper focuses on the EU and national energy policy imperatives that underpin the introduction of the EDRT programme. It outlines in detail the objective and associated benefits and beneficiaries of the programme. The beneficiaries include final customers, energy companies, energy service providers and energy product retailers. 

Three programme options are presented in this paper, along with international examples of similar schemes. Potential energy efficiency improvement measures are also discussed. A number of questions, designed to stimulate debate on the key issues raised, are also included.

The EDRT has the potential to play a significant part in this country’s renewed growth. This paper recognises that a collaborative approach involving Government, policymakers, energy companies and all interested parties can ensure that the programme is designed to ensure maximum benefits in terms of energy efficiency, contributing towards climate change targets, increasing security of energy supply, and improving national competitiveness and job creation. 
1
Introduction
1.1
Background
The Energy Service Directive (ESD)
 was adopted by the European Parliament in April 2006 to enhance the cost-effective improvement of energy end-use efficiency in Member States. One of the requirements of the ESD is the promotion of energy efficiency and energy services among end-users by energy distributors, distribution system operators and retail energy sales companies.  

The ongoing economic difficulties require government, policymakers, key energy stakeholders and customers to work together towards identifying and introducing collaborative solutions that can substantially improve our energy efficiency, reduce energy costs, increase competitiveness and create employment in the energy sector. 

Government has recently set out A Framework for Sustainable Economic Renewal: Building Ireland’s Smart Economy. It places energy policy at the heart of our programme for recovery. It identifies the twin imperatives of securing the supply of reliable and affordable energy, and achieving the transformation to a low-carbon, high-efficiency, sustainable and smart energy system. In addition, Ireland’s National Energy Efficiency Action Plan (NEEAP), published in May 2009, details the current package of energy efficiency policies and measures that will contribute to both the national 20% savings target for 2020 and the EU ESD 9% energy-savings target for 2016.
This consultation paper is an important step towards securing a more sustainable economic future. It recognises the key role that the energy sector, and the key players in that sector, can play in addressing the challenges we now face. 

1.2
EDRT Programme Objective and Impacts
The Department of Communications, Energy and Natural Resources (DCENR) is now seeking views on the introduction of a new programme – the Energy Demand Reduction Target (EDRT) - designed to promote energy end-use efficiency and energy services whilst fulfilling Ireland’s EU obligations under Article 6 of the ESD. 
In considering the potential scope and role of an EDRT programme, the Government will have regard to a number of guiding principles, including: 

1. Likely effectiveness in promoting energy services and contributing to long-term energy and climate change objectives 
2. Simplicity/flexibility – including administrative burden and transaction costs

3. Scope to be reliably monitored and independently verified with particular regard to energy savings and CO2 reductions claimed 

4. Value for money

Table 1 sets out the primary objective of the EDRT programme and the potential impacts that can follow its introduction.  The main beneficiaries are discussed thereafter.
	Objective:
	Promote Energy Efficiency and Energy Services amongst End-Users

	Impacts:
	1. Contribute significantly to Ireland’s 9% ESD energy savings target in 2016 and our 20% national savings target in 2020

	
	2. Reduce energy bills for all end-users benefiting from the programme (residential, commercial, industrial and public sector customers)

	
	3. Improve energy affordability, and health and comfort levels, in vulnerable sections of society



	
	4. Contribute to the reduction of Ireland’s GHG emissions in line with our Kyoto and 2020 targets

	
	5. Improve security of energy supply and reduce requirement for imported fossil fuels

	
	6. Create new employment through increased demand for energy efficient products and services 

	
	7. Encourage innovation in energy efficiency products leading to market transformation

	
	8. Improve Balance of Payments position


Table 1: EDRT Programme Objective and Impacts

The introduction of an EDRT programme would involve energy companies working to achieve an overall energy demand reduction target, through the provision of energy efficiency improvement measures and energy services. The energy services undertaken as part of such programmes typically include:

· Installing energy efficiency measures (e.g. attic or wall insulation) for households

· Promoting energy efficient appliances and equipment to households and businesses, through discounts, rebates, special offers or other incentives

· Promoting and providing energy audits to businesses
The EDRT programme is expected to redefine the role of energy companies as suppliers of not just energy, but also energy services. This repositioning in the market has the potential over time to shift the profit focus of energy companies away from volume sales of energy, to also provide energy services, which can serve to strengthen customer relationships.  
In developing the market for energy services, the EDRT programme has the potential to open up new employment opportunities. Energy companies can work with a variety of partners, including energy service providers, to deliver energy efficiency improvement measures to final customers in order to capitalise on these opportunities.

International experience has shown that energy efficiency programmes led by energy companies have successfully delivered cost-effective means of achieving energy savings. A number of international examples are presented in greater detail in Chapter 3.  

1.3
EDRT Programme Beneficiaries

The introduction of the EDRT programme is expected to benefit a range of actors from the final customer through to the energy companies, energy service companies (ESCOs), energy service providers and energy saving product retailers. These benefits are summarised as follows:
Final customers
Final customers who receive the energy saving measures can be expected to benefit from the programme in the following ways:
Residential: Reduced energy consumption and commensurate financial savings (lower energy bills).  In particular, vulnerable sections of society such as low-income households can benefit from reduced energy costs and increased levels of comfort.
Commercial and industrial: Energy savings lower the cost base and improve the competitiveness of Irish business, protecting jobs in the process.
Public sector: Energy savings reduce the cost of delivering public services.
Energy companies

The introduction of the EDRT programme can provide energy companies, in particular customer-facing supply companies, with development opportunities to expand their business offering. For example, suppliers could develop new business units to manage the programme and/or directly provide energy efficiency improvement measures to selected end-use customers. They may also choose to enhance the energy services they provide to industry, developing new forms of customer relationship with commercial and public sector customers, based on the delivery of energy saving services as well as energy supply. Such developments may ultimately serve to stimulate an ESCO market model. 
In efforts to deliver the programme, energy companies may also consider developing new and beneficial relationships with third parties, including community groups and local authorities, appliance retailers and energy service providers.
Energy service companies

International experience has demonstrated that energy performance contracting
 and the ESCO model can deliver sustained energy efficiency improvements, particularly for larger customers in industry and the public sector. To date, there has been limited uptake of the ESCO model in Ireland. However, the introduction of an EDRT programme could serve to stimulate the market for ESCOs.
Energy service providers

Energy service providers are primarily involved in installing energy saving measures, such as insulation and energy efficient boilers, and include energy auditors and energy management companies. Introducing an EDRT programme would be expected to generate a growth in demand for these products and services. This would lead to both business expansion opportunities for the energy service providers and job creation within the sector.
Alternatively, energy service providers may finance as well as install energy efficiency measures, as in the case of an ESCO. In this case, the costs would be recouped from their clients over a longer period. The service providers could thus provide assistance with up-front capital financing, particularly for major improvements in large industry.
Elsewhere (in Italy and France), third-party provision of energy services has been encouraged through the development of white certificate
 schemes. However, the costs and benefits of any such scheme would need careful evaluation.
Energy saving product retailers

With the introduction of an EDRT programme, the energy-saving product retailers would also benefit from the expected growth in demand for these products and services. Again, it is anticipated that this would lead to both business expansion opportunities for the retail providers and therefore job creation within the sector.
National benefits

The introduction of the EDRT programme could provide a new cost-effective source of funding and may ultimately supersede a number of existing energy efficiency programmes, which are currently funded through the Exchequer -- for example, the Home Energy Saving (HES) scheme and the Warmer Homes Scheme are collectively expected to absorb €70 million in 2009.  
Improving the energy efficiency and comfort levels of Ireland’s homes can also help to reduce healthcare costs and absenteeism in the workplace

1.4
Consultation
Structure of this consultation paper

This consultation document discusses the context and options for introducing the EDRT programme and provides an opportunity to engage with key stakeholders to identify the most appropriate means of achieving energy savings.

Chapter 1 introduces the EDRT programme, its objective, the potential impacts and associated benefits.  It also outlines the structure of the consultation paper and the next steps in the process.

Chapter 2 sets out the imperative for increased energy efficiency and discusses relevant EU and national energy policies. It also sets out the savings that existing and committed actions are expected to achieve and outlines the areas where potential additional savings can be made. 

Chapter 3 outlines the scheme parameters for similar existing initiatives and cites examples of relevant international programmes and the savings achieved by each. The potential of the EDRT programme to fill, in full or in part, the NEEAP energy savings gap is also discussed.  The three options for delivery of the EDRT programme are also introduced.  

Chapter 4 discuss the three programme options for Ireland, and deals with appropriate international examples in greater detail, while setting out potential cost-recovery mechanisms for each option.  Finally, a table with the various options for Ireland is presented.

Chapter 5, the concluding chapter, gives a brief summary of the paper and includes 2 questions tables to facilitate feedback from interested parties.

Additional information is provided in two Annexes:
Annex 1:
Products and services offered in relevant international schemes
Annex 2:
Glossary

Next steps

The purpose of this consultation is to elicit feedback on the feasibility of introducing one or more of the different programme proposal options identified in Chapter 4. A number of questions are posed in Chapter 5. Interested parties are asked to consider as many questions as possible and comment accordingly.  

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 for Communications, Energy and Natural Resources.  
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
2
Energy Policy Context

2.1
The Imperative for Energy Efficiency
Ireland’s demand for energy has grown by 84% over the period 1990-2007 with usage increasing in every sector of the economy. In 2007, fossil fuels accounted for 96% of all energy use in Ireland, and last year, approximately €6 billion was spent on imported energy. This dependence on fossil fuels and imported energy leaves Ireland vulnerable to the threat of increasing oil prices and global supply concerns. Action is therefore required to reduce energy demand and our reliance on imported fossil fuels. Existing EU and national energy policies that will help Ireland in this regard are discussed below.
2.2
Energy Services Directive (ESD)

A key element of the EU energy efficiency policy framework is the ESD. Its purpose is to enhance the cost-effective improvement of energy end-use efficiency and create conditions for developing a market for energy services and delivering energy efficiency measures to final consumers. It provides for institutional, financial and legal frameworks (including indicative targets, mechanisms and incentives) to remove market barriers and imperfections that impede the efficient end-use of energy. 

The ESD requires Member States to:

· Establish an indicative target of 9% improvement in energy efficiency, to be achieved by 2016  

· Publish energy efficiency action plans to achieve the target, including a range of actions by different stakeholders

· Monitor and report on progress towards meeting the target

ESD requirement to promote energy end-use efficiency and energy services

Article 6(2) of the Energy Services Directive (ESD) focuses on how Member States should look to energy companies to promote energy efficiency and energy services to end-users (businesses and households). Energy companies may choose to deliver the services directly or use other market providers. 
Member States must ensure that energy companies (or their providers) offer energy services or independent energy audits to end-customers at competitive prices, or contribute to a fund to subsidise the delivery of energy efficiency improvement programmes and to promote the development of a market for energy efficient improvement measures. Alternatively (or in addition), Member States can develop energy efficiency and energy services schemes via a voluntary or market-oriented approach, provided these deliver an equivalent benefit.
A number of EU countries, as well as many US states and Australia, currently have such programmes in place to achieve energy savings. The types of energy-saving activities undertaken typically include:

· Installing energy efficiency measures (e.g. attic or wall insulation) for households

· Promoting energy efficient appliances and equipment to households and businesses, through discounts, rebates, repayment tariffs, special offers or other incentives

· Promoting and providing energy audits to businesses

International experience has shown that these programmes are successful because they use the expertise, large resources and customer relationships of the largest stakeholders in the energy market. In particular, promotion of energy services through target-based schemes has proven to be a cost-effective means of achieving improvements in energy efficiency and reduction in GHG emissions.  
Article 4(5) of the ESD refers to the potential to harmonise white certificate schemes. Since the ESD came into force in January 2008, the Commission has advised that it will only consider introducing a directive on white certificates in 2011/2012.

The National Energy Efficiency Action Plan (NEEAP)

The Government fully supports the introduction of the ESD programme and endorses the need for a multi-annual programme of priority actions. The Sustainable Energy White Paper 2007 and the Programme for Government
 set out a commitment to a 20% national target for reduction in energy demand across the whole economy in 2020 (33% for the public sector), including households, businesses, and transport sectors.

Ireland submitted its action plan under the ESD to the European Commission on September 27, 2007. On May 8, 2009, it published a revised NEEAP, which sets out all energy efficiency measures in place or under development, and their expected contribution to achieving the national target. The NEEAP also identifies where opportunities exist for further efficiency improvements, and examines the benefits of capturing these opportunities.   
The 2020 national target of 20% is calculated using the ESD methodology that determines a historic baseline of energy use and sets the target as a saving equivalent to 20% of that historic baseline. For Ireland, this equates to a total of 31,925 GWh to be saved in 2020 through identified policies and measures. Ireland’s 2009 NEEAP establishes that all known existing and committed actions are projected to deliver 23,960GWh of energy savings in 2020, which is equivalent to a 15% energy saving on the baseline, or 75% of the 2020 target.
 These efficiency actions are predicted to reduce our CO2 emissions by approximately 5.7 million tonnes. 
2.3
The Potential for an Energy Demand Reduction Target (EDRT)

Implementation of existing and committed sustainable energy policy initiatives will place Ireland in a strong position for delivering the overall target. However, further policies and measures will be required to deliver the remaining 8,000GWh of the overall target, as shown in Figure 1. Such actions may include the EDRT programme which could combine and/or expand current programmes and measures together with new initiatives in many sectors, to deliver additional efficiency gains. 

[image: image1.wmf]
Figure 1: NEEAP target, existing and committed actions and gap

Analysis indicates that there is considerable potential for additional efficiency gains beyond those already being captured by known measures. A report published by SEI
 identified a savings potential of 11,860GWh in the residential sector and 13,780GWh in the business sector (commercial and industry), which can be realised by investing in currently available technologies. The existing and committed actions in the NEEAP are expected to deliver some of these savings, with some 6,850GWh in the residential sector and 8,200GWh in the business sector. It is estimated therefore that over and above the NEEAP actions, there exists potential for a remaining 5,040GWh and 5,580GWh energy savings in the residential and business sectors respectively.
A separate analysis undertaken by the Department of Transport gives an indication of efficiency savings available in transport. At a conservative estimate, those savings amount to 3,800GWh. 

The Government has set the public sector a more challenging target of 33% efficiency gains in 2020. This equates to an energy saving of 3,240GWh. Current identified and measured actions in the public sector account for only 140GWh of this total, leaving a remaining 3,100GWh to be achieved between now and 2020.   

Combining these three analyses, we can set out from where the additional savings will come to meet, and possibly exceed, the rest of the 2020 target. Figure 2 clearly shows that the savings available extend well beyond those required to meet the identified gap in the national target (8,000GWh).


Figure 2: NEEAP target gap versus energy savings potentials 
2.4
EU Greenhouse Gas Reduction Policy

2.4.1
EU Energy and Climate Package
As part of the EU Commission’s Energy and Climate Package agreed in December 2008, the EU adopted an integrated energy and climate change policy, including the following targets for 2020:
· Cutting EU greenhouse gases by 20% (30% if international agreement is reached)
· Reducing EU energy consumption by 20% through increased energy efficiency
· Meeting 20% of the EU’s energy needs from renewable sources
Following on from this agreement, two binding targets are currently set for Ireland:
· To deliver a 20% reduction, relative to 2005 levels, in greenhouse gas emissions – this target is to be reached by 2020 and excludes the sectors covered by the Emissions Trading Scheme (ETS)
· To increase the use of renewable energy sources, such as wind and wave power, to 16%
2.4.2
EU Emissions Trading Scheme (ETS)
The Emissions Trading Directive
 directs each member state to require qualifying installations to participate in an EU-wide Emissions Trading Scheme (ETS). The ETS is an internal-market-based mechanism designed to reduce CO2 and other greenhouse-gas emissions. All combustion installations with total installed thermal input greater than 20MWth are obliged to take part in the scheme, which will cover almost 100% of thermal-power generation and about 70% of industrial CO2 emissions in Ireland. Each installation is awarded an allocation of CO2 emissions and any requirement above that has to be purchased or surplus-traded in the market.
After 2012, all allocation of ETS permits will be centralised across the EU, and the delivery of carbon reductions in this sector will be at the EU rather than the national level. Domestic GHG reduction targets will pertain only to non-ETS sectors. However, the wider sustainable energy goals, including those of competitiveness, affordability and security of supply, remain national policy priorities.

2.4.3
Ireland’s climate-change policy
Reducing energy demand and consumption also works towards achieving Ireland’s climate change objectives. Existing and committed actions in the NEEAP will reduce Ireland’s CO2 emissions by 5.7 million tonnes. 
The National Climate Change Strategy 2007-2012 outlines how the various measures, taken across all sectors of the economy, will act to reduce Ireland's GHG emissions in the Kyoto period 2008 to 2012. It also identifies how the effect of the measures being pursued will position us for the post-Kyoto period, and which further measures are being researched and developed to enable us to meet our 2020 commitment. Figure 3 provides details of the GHG emissions contribution from each sector of the economy.
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Figure 3: Ireland’s Greenhouse Gas Emissions 2007
2.5
All-Island Market

Ireland is committed to promoting competition and choice and to developing the all-island Energy Market Framework across a range of energy priorities. The launch of the Single Electricity Market (SEM) in November 2007 was the first step towards achieving a fully co-ordinated approach to energy policy North and South. It is recognised that any future energy policy developments need to be cognisant of existing related mechanisms in both jurisdictions. The Northern Ireland Energy Efficiency Levy Programme (EELP), a demand-reduction scheme, is discussed later in this consultation document.

3
EDRT Programme Design

This chapter discusses relevant scheme parameters of the EDRT programme, alongside similar international programmes, in particular the savings from programmes in Northern Ireland and Great Britain. The potential beneficiaries of the ERDT are presented alongside a list of potential programme measures.  
3.1
EDRT Options for Delivery

The following three alternative mechanisms are proposed for the delivery of an EDRT programme (each is discussed in detail in Chapter 4): 

1. Voluntary programmes: where participating parties agree to take action to achieve a voluntary target. These programmes have the potential to become mandatory, in the case where the voluntary agreement proves inadequate or ineffective in achieving the target.

2. Energy efficiency levy and fund: where a levy is imposed on selected final customers and the proceeds used to create a fund to provide financial support for energy efficiency improvement measures.
3. Market-oriented obligation programme: where nominated energy companies are required to achieve specified targets (e.g. energy or carbon savings). Obliged energy companies will typically subsidise the costs of energy saving measures or develop ESCO approaches to achieve the mandatory target.
The choice of a voluntary over a mandatory approach is likely to involve some trade-off between minimising potential regulatory and administrative burdens, and the greater certainty that a formal framework for achieving the energy saving targets would ensure. However, regardless of whether the programme follows a voluntary or mandatory route, any such EDRT programmes developed under the ESD are:

· Required to have an equivalent effect in terms of outcome – voluntary agreements must be transparent, have clear objectives and be capable of being monitored
· Required to include a clear objective or target for energy efficiency savings and/or GHG emission reduction, as well as some form of monitoring and reporting
3.2
EDRT Programme Parameters

In the design of the EDRT programme, the following parameters are considered important:

· Programme providers: the energy companies responsible for delivering the programme

· Savings targets: the level of savings that can reasonably be achieved through the programme initiatives

· Threshold: the ESD states that Member States may exclude small energy companies – i.e. those that sell <75GWh energy per year, or employ fewer than 10 people, or whose turnover does not exceed €2 million per annum
· Eligible sectors and technologies: the end-use sectors that will benefit from the programme and the technologies that qualify for inclusion

· Monitoring and verification: how savings are monitored and verified – this can either be ‘ex-post’ (i.e. calculated by measuring the actual savings achieved from each measure) or ‘ex-ante’ (based on assumptions about savings that can be achieved from each measure)

· Additionality: the savings delivered by the programme measures would not otherwise have been achieved, i.e. the energy savings are additional to any savings achieved through other energy efficiency initiatives/programmes

· Scheme financing: the means through which the funds for the programme are collected – in many cases a hybrid approach is taken, where the supplier absorbs a portion of the costs and the remaining portion is passed through to the end-use customer
· Penalties/incentives: mechanisms included in the scheme design to encourage the programme providers/energy companies to meet/exceed the programme targets

3.3
International Experience

An analysis of international experience is important prior to the design and implementation of any Irish scheme that would promote energy services and reduce energy use. Table 2 reviews each of the scheme parameters identified above in relation to programmes in Great Britain, Northern Ireland, Italy and France.  Annex 1 lists examples of the energy saving measures undertaken in these schemes.  

	
	GB Energy Efficiency Commitment (EEC) 2002–2008
	NI Energy Efficiency Levy Programme
	ITALY WhC Titoli di Efficienza Energetica
	French WhC Certificats d’economie d’energie

	Programme providers 
	Electricity suppliers and gas suppliers
	Electricity suppliers
	Electricity and gas distributors 
	Electricity, gas, heat and fuel suppliers

	Savings targets 
	EEC 1 (2002-2005):  62,000GWh lifetime savings.

EEC 2 (2005-2008):  130,000GWh lifetime savings.


	431.8GWh lifetime savings from measures put in place in 2008/9

This equates to 32.6GWh actual annual savings, requiring support of £5.9M from the levy fund

	1 White certificate issued for every tonne of oil equivalent saved; target of 3.2m white certs to be issued.by May 2009

75% of savings between 2005 and 2007 were delivered by energy service providers (including ESCOs)
	54.7TWh (197 PJ) lifetime discounted cumulated final energy savings over 3 years

	Threshold 
	≥ 50, 000 domestic customers
	Levy raised on all supplies of electricity and charged per kWh supplied
	≥ 50,000 customers
	None (residential, fuel suppliers).

	Eligible sectors & technologies 
	Households

Pre-approved list of measures; cavity wall and attic insulation among most popular 
	Pre-approved

Measures are not limited to saving electricity but can include also measures that reduce consumption of other energy sources in homes and commercial premises
	All end-use sectors

No pre-approval yet
	All end-use sectors (building, industry and transport, but not measures on sites covered by EU ETS)

Pre-approved measures but not fully decided

	Monitoring and verification
	Ex-ante assumptions about savings from each measure (taking account of deadweight and rebound effects)
	Ex ante
	Deemed-savings approach

Engineering savings approach

Direct-measurement approach
	For standard measures, ex-ante evaluation based on data on technologies and sales of equipment

Correction after the realisation of savings (receipt of certificates)

	Additionality 
	Any element not considered additional is removed from the target
	Measures must be “additional”, i.e. the measure should not have taken place without levy funding, which is interpreted to mean that the funding provided under the levy generally should not be less than 20% of the total costs
	Dealt with baseline definition

Other adjustments foreseen but not yet implemented
	Additionality must be demonstrated by suppliers



	Scheme financing 
	Suppliers can pass on the costs via electricity and gas tariffs, but no price control so pass through will also depend upon competition 
	Northern Ireland Electricity (NIE), under its Transmission and Distribution (T&D) licence, collects the funds from electricity suppliers via the PSO levy, a per kWh charge on all units of electricity in Northern Ireland
	Cost-recovery via electricity and gas tariffs (unique or differentiated, updatable)
	Cost-recovery via electricity or gas tariffs
Consumer’s contribution expected up to 0.3–0.5% increase of their energy bill

	Incentives/penalties
	Penalty:10% of annual turnover


	Incentive payment available for each additional GWh of energy savings achieved over and above each supplier’s target (£5,120 per GWh in 2008/9 but to be reduced thereafter to 1,000/Gwh)
Penalties are not applicable as the measure is a levy rather than an obligation, but underperformance is taken into account when company next bids for funds
	White certificates can be traded at a market price of approx. €65 per certificate
Financial penalty applicable (greater than market price) for non-compliance
	


Source:  Derived from ‘An ex-ante evaluation of a White Certificates scheme in The Netherlands: A case study for the household sector’, Vlasis Oikonomoua, Martijn Rietbergenb, Martin Patel, Elsevier, 2006
Table 2: International schemes

3.4
EDRT Programme Parameters – Implications for Ireland
Each of the key programme parameters is examined below to identify how it may relate to an Irish programme in view of the international examples.

3.4.1
EDRT programme providers 
The ESD, under Article 6, requires all energy companies to promote energy services. However, Member States may exclude small distributors, small distribution system operators, and small retail energy sales companies. The following energy companies could potentially be responsible for providing the EDRT programme in Ireland:
· Network-connected electricity and natural gas distribution system operators (such as ESB Networks, BGE Networks)
· Network-connected retail electricity and natural gas companies (such as ESB Customer Supply, BGE Supply, VAYU, Energia, Airtricity, ESB Independent Energy)
· Non-network-connected energy retail sales and distribution companies (e.g. oil, solid fuel, other gas and transport fuels)
3.4.2
Savings target proposal
Chapter 2 discussed the 2020 national 20% target savings of 31,925GWh. The NEEAP shows that the 2020 target has a projected savings gap of 8,000GWh. It also identified an energy savings potential of 13,720GWh in the residential, commercial and public sectors. This savings potential is considered additional to the energy savings that will be delivered through existing and committed NEEAP actions.

	SAVINGS REQUIRED TO FILL THE NEEAP GAP

	Energy savings per annum
	800GWh

	Energy savings over 10-year period (assuming 800GWh savings achieved by new measures each year)
	8,000GWh

	% of national energy savings target
	25%

	Carbon savings per annum
	55kTC

	Carbon savings over a 10-year period
	550kTC


Table 3: Indicative targets

Introducing the EDRT programme could be an appropriate means of achieving a significant proportion of the 8,000GWh gap. Table 3 shows the average energy and CO2 savings required over a 10-year period to ensure that the 2020 target is achieved. For illustrative purposes, Table 4 shows energy use in 2007 and the percentage annual reduction by sector necessary to fill the 8,000GWh gap over 10 years. The percentage savings vary depending on the number of sectors to be included as part of the EDRT programme.  
	SECTORS
	END-USE (GWh) IN 2007
	% ANNUAL REDUCTION REQUIRED TO ACHIEVE  800GWh ENERGY SAVINGS EACH YEAR

	Residential only
	33,936
	2.36%

	Residential & commercial
	46,450
	1.72%

	Residential, commercial and public
	53,370
	1.50%


Table 4: Energy-use per sector and savings required per annum
Comments on the potential that the EDRT programme offers to achieve 800 GWh per annum savings are sought as part of the consultation questions in Chapter 5. 

3.4.3
Threshold
Threshold requirements may result in the exclusion of small energy companies – i.e. those that sell <75GWh energy per year, or employ fewer than 10 people, or whose turnover does not exceed €2 million per annum as primary programme providers. However, it is intended that all energy companies would ultimately have a part to play in delivering the EDRT and that nothing in this consultation paper precludes such organisations from voluntary participation. 

3.4.4
Eligible sectors

Eligible sectors refer to the sectors that have the potential to benefit from the programme, and although the final design of the programme will ultimately determine this, given the objectives of the proposed EDRT, all customers could potentially benefit, however, priority may be given to specific sectors.
While international experience indicates that many equivalent programmes have focused on the residential sector, the EDRT programme could also be designed to benefit the industrial, commercial and public sectors by incorporating products and services that would be attractive to these end-user groups. For example, the programme may include comprehensive energy audits, special investigations and/or funding for innovative energy efficient solutions. As mentioned previously, the EDRT programme could also include supports for ESCOs, in which case these customers would benefit from energy performance contracting.
The CERT and EEC programmes in Great Britain and the EELP in Northern Ireland have placed an emphasis on alleviating energy poverty (improving energy affordability). A total of 40% of the CERT target is ring-fenced for priority group households
 while 80% of EELP funds are allocated to tackle energy poverty. 

The DCENR has a stated policy objective of improving the thermal efficiency of dwellings occupied by those on low incomes. Being unable to afford to heat one’s home increases marginalisation and the risk of chronic ill-health. An EDRT programme offers an ideal opportunity to alleviate the effects of energy poverty. 
3.4.5
Possible programme measures

The introduction of an EDRT programme would offer significant opportunities to develop new markets for green goods and services. The DCENR is keen to capitalise on this opportunity and to encourage innovation in energy efficient products and services. It would propose to allow for: 

· Advanced energy efficient products, such as innovative thermostatic control systems to encourage increased market uptake

· Demonstration of innovative high-efficiency systems, particularly in the industry, commercial and public sectors
· Development of innovative energy use awareness and demand reduction incentives, which could be facilitated through smart metering
The CERT scheme in Great Britain encourages innovation by allowing for a small proportion of total scheme value (currently 6%, potentially increasing to 10%) to be met through innovative measures (e.g. micro-gen, smart meters).  

As a broad guide, the following extract from Annex III of the ESD provides indicative examples of potential energy-improvement measures and those sectors where they may be appropriate:

	Residential and tertiary sectors
(a) heating and cooling (e.g. heat pumps, new efficient boilers, installation/efficient update of district heating/ cooling systems)

(b) insulation and ventilation (e.g. wall cavity and roof insulation, double/triple glazing of windows, passive heating and cooling)

(c) hot water (e.g. installation of new devices, direct and efficient use in space heating, washing machines)

(d) lighting (e.g. new efficient bulbs and ballasts, digital control systems, use of motion detectors for lighting systems in commercial buildings)

(e) cooking and refrigeration (e.g. new efficient devices, heat-recovery systems)

(f) other equipment and appliances (e.g. combined heat and power appliances, new efficient devices, time control for optimised energy use, stand-by loss reduction, installation of capacitors to reduce reactive power, transformers with low losses)

(g) domestic generation of renewable energy sources, whereby the amount of purchased energy is reduced (e.g. solar thermal applications, domestic hot water, solar-assisted space heating and cooling)

Industry sector
(h) product manufacturing processes (e.g. more efficient use of compressed air, condensate and switches and valves, use of automatic and integrated systems, efficient stand-by modes)

(i) motors and drives (e.g. increase in the use of electronic controls, variable-speed drives, integrated application programming, frequency conversion, electrical motor with high efficiency)

(j) fans, variable-speed drives and ventilation (e.g. new devices/systems, use of natural ventilation)

(k) demand response management (e.g. load management, peak shaving control systems)

(l) high-efficiency cogeneration (e.g. combined heat and power appliances)

Transport sector
(m) mode of travel used (e.g. promotion of energy efficient vehicles, energy efficient use of vehicles including tyre pressure-adjustment schemes, energy efficiency devices and add-on devices for vehicles, fuel additives which improve energy efficiency, high-lubricity oils and low-resistance tyres)

(n) modal shifts of travel (e.g. car-free home/office transportation arrangements, car sharing, modal shifts from more energy-consuming modes of transport to less energy-consuming ones, per passenger-km or tonne-km)

(o) car-free days

Cross-sectoral measures

(p) standards and norms that aim primarily at improving the energy efficiency of products and services, including buildings

(q) energy labelling schemes

(r) metering, intelligent metering systems such as individual metering instruments managed by remote, and informative billing

(s) training and education that lead to application of energy efficient technology and/or techniques

Horizontal measures

(t) regulations, taxes etc that have the effect of reducing energy end-use consumption

(u) focused information campaigns that promote energy efficiency improvement and energy efficiency improvement measures


Extract from Energy Services Directive

A summary table of measures included in other international schemes is included in Annex 1.

3.4.6
Monitoring and collation of results
Monitoring and reporting of progress against programme targets will ensure overall cost-effectiveness. Adequate records and controls will be important to ensure successful programme delivery (e.g. type and number of products installed, services delivered, beneficiaries, prevention of double counting). 

Where scheme roll-out extends for a number of years, it will be important to hold a central database of where the products and services have been provided so that potential new customers can be easily identified. 

In terms of measuring the impact of the programme, this could be achieved either via:

· Ex-ante approach: Based on assumptions about savings from each measure; or

· Ex-post approach: Direct measurement of actual saving, which could be facilitated for network-connected electricity and natural gas consumption, through smart metering.
There will be a trade-off between the costs and benefits of monitoring. Responsibility may ultimately rest with the administrator and distributor of funds, where relevant.

3.4.7
Additionality: consideration of existing national programmes to promote energy services and reduce energy use
Various programmes designed to support and encourage energy efficiency are currently operated by a range of market actors in Ireland. For example, the Commission for Energy Regulation (CER) requires all energy electricity and network-connected gas suppliers to provide their customers with information and advice on ways in which their energy use may be reduced. Sustainable Energy Ireland (SEI) operates a number of programmes designed to promote the market for energy services and encourage a reduction in energy end-use.  

When calculating the anticipated impact of the EDRT programme in terms of energy savings, it is important to consider the impact of existing programmes, in order to ensure that the savings are additional.
3.4.8
Scheme financing

Although the energy companies will be responsible for promoting energy services, the funds used to finance the EDRT programme may come from various sources, for example:

· A percentage of the programme provider’s own turnover/revenue stream

· Final customers (e.g. in the form of a general levy/kWh charge on all customers or individual 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.)
The choice of delivery option (voluntary agreements, energy efficiency levy and fund, and market-oriented obligation) will have a bearing on how the programme is funded. However, the introduction of an EDRT programme can result in some costs being passed through to the final customer. The extent of pass-through will depend on two key factors:

· How much the measures need to be subsidised to secure take-up – i.e. what proportion of the cost will beneficiaries pay themselves. Low-income households may need substantial subsidies so they can afford the measures.  

· The extent to which the energy companies involved in the programme agree to absorb a portion of the costs to deliver the programme. In fully competitive markets, companies may absorb more of the costs, depending on the effectiveness of competition. In price-controlled markets, the extent of allowed pass-through of costs can only be determined by the energy regulator.
Some customers may be attracted to an option of paying most or all of the costs of the measures over a number of years e.g. a customer repays (over 5 to 30 years) to the energy company, as part of his/her monthly bill, the cost of the installed measure. Energy companies may be in a strong position to arrange competitive financing to facilitate such an arrangement.
Other financing options such as a Green Fund, whereby funds could be raised by issuing Green Government Bonds and loaned to or through energy companies, in order to finance energy efficiency upgrade measures in the domestic sector, may be worth considering. The cost of the work undertaken as part of such a financing solution would again be passed on to the energy bills of the homeowner and repaid over an agreed period of time e.g. 5 to 30 years.  

Equity and fairness considerations
The selection of energy companies to deliver the programme will be a key determinant in deciding who will ultimately pay for the programme. It is important to note that there are associated equity and fairness considerations. For example, if only electricity suppliers are involved, then only electricity customers contribute to the costs (assuming costs are passed through by the suppliers). On the other hand, if non network-connected energy suppliers – such as heating fuels (oil, coal, bottled gas, peat, etc) and transport fuels (petrol, diesel, etc) – were also part of the programme, their customers would also bear some of the costs (assuming costs are passed through by the suppliers). 
The extent of coverage by energy companies in some or all segments of the energy market is also important as it is assumed that they will pass through at least a proportion of the costs to the final customer. For example:

· Virtually every business and household in Ireland is a network-connected electricity user and thus receives a service from ESB Networks and either ESB Customer Supply or an independent electricity supplier. 
· The natural gas market is more restricted, particularly in more rural areas. At present, 29.4% of households and 9.47% of SMEs
 have access to the gas network, of which 97% are supplied by Bord Gais Energy (BGEnergy). BGEnergy also supplies 54% of the larger industrial and commercial customers. The remaining 46% are supplied by other suppliers (Airtricity, Flogas, Vayu and Viridian).
3.4.9
Incentives and penalties

Incentives to over-achieve on target energy savings and/or applicable penalties for those that under-achieve depend on the type of programme ultimately introduced. 

4
Programme Delivery Options
4.1
Option 1: Voluntary Agreement Programme

Voluntary agreement programmes may be adopted in a variety of forms and between different parties, for example government, trade bodies, energy companies and certain final customers. The parties involved sign up to the agreement in response to either:
· An incentive, for example financial support for introducing energy saving measures or providing energy-saving advice and information

or
· The prospect of a mandatory target being introduced
Such a programme could take the form of either an agreement between the energy company and the final customer to take action to reduce energy demand, or involve the energy companies agreeing to an energy-reduction target. This would be met through providing qualifying energy efficiency improvement measures for certain final customers or specific customer groups.  

A voluntary programme may be a preferred option: 
· In markets where an EDRT programme is being introduced for the first time, as it will provide a moderate stimulus to the market actors to encourage energy efficiency
· Where there is some flexibility in respect of delivering energy saving or GHG emission reduction targets
· Where introducing a mandatory target may be administratively difficult, e.g. the solid-fuel home-heating market where there is a large number of suppliers
· To encourage energy performance contracting, which can deliver sustained long-term energy efficiency improvement and help develop the market for ESCOs
4.1.1
Examples of voluntary agreement programmes

There are many different forms of voluntary programme, depending on the parties involved. Two Irish examples of how voluntary agreement programmes have been used to promote efficient energy services are shown in the panel below. 
	Voluntary agreements to alleviate fuel poverty by providing energy efficiency improvement services in low-income households

In 2008, voluntary financial contributions were made by energy suppliers to enable the extension of projects delivering energy efficiency gains for low income housing. 
Financial contributions from both ESB (€4 million) and BGE (€1 million) will increase the number of households provided with improved insulation, draught-proofing, boilers, heating controls and other related measures in 2008/09. 
A significant proportion of these funds will be spent through SEI’s Warmer Homes Scheme, delivering a range of efficient technologies to improve the energy performance of low-income households. 
Benefits from this scheme include reductions in energy bills (in some cases up to 50%) and increased comfort. As a result of the voluntary contribution, the overall budget available for addressing low-income households has increased to approximately €20 million in 2009.
Voluntary agreements to encourage energy efficiency improvement services in large industry

SEI programmes for large industry (Energy Agreements Programme and Large Industry Energy Network – LIEN) are currently undertaken on the basis of a voluntary agreement. 
In return for energy management supports from SEI, participant companies agree to achieve accreditation of IS393, the Irish Energy Management Standard. Supports include special working groups, determination of project initiatives and networking facilitation. 
These programmes currently operate without mandatory targets and associated penalties, as are common in other international voluntary schemes (e.g. Netherlands, Finland). 
These programmes are achieving significant savings for participant organisations by driving strategic, structured energy-management practices. The estimated contribution to the national energy-savings target is over 4000GWh.


An international example of a voluntary agreement is the Business Energy Efficiency Agreement in Great Britain (see panel below). 

	Business Energy Efficiency Agreement (BEEA) – Great Britain

This voluntary agreement is between the energy supplier and the Secretary of State for Energy and Climate Change. It is intended to promote energy services and energy efficiency to the business sector, to deliver carbon savings between now and 2016.

The aim of the agreement is to assist the development of the energy services and energy efficiency market in the target sector, which includes those in sectors not covered by existing polices such as the EU Emissions Trading Scheme (EU-ETS) and the Carbon Emissions Reduction Target (CERT), so as to deliver energy savings in support of the UK’s national energy efficiency action plan.

Through the agreement, suppliers give a commitment to:

· Ensure the offer and promotion, either directly or through third parties, of energy efficiency services and energy efficiency measures to customers within the target sector

· Ensure the availability and promotion, either directly or through third parties, of competitively priced audits and improvement measures

· Work to understand the barriers to the take-up of energy efficiency services and energy efficiency in the target sectors and thereby promote and develop the market in such services

· Monitor and report their performance every year 

· Refrain from activities that might impede growth in a competitive energy services market or the demand for and delivery of energy services and other energy efficiency improvement measures (in accordance with Article 6(1)(b) of the Energy Services Directive, 2006/32/EC)
· Safeguard commercially confidential information

Energy suppliers also agree to direct activities in this sector towards the aspiration of achieving at least 5% energy savings for the target sector by 2013


4.1.2
Cost recovery under voluntary programmes

Voluntary programmes may involve costs only to the beneficiaries (e.g. in bilateral energy services contracts) or they may involve financial contributions from an energy company that result in some of the costs being passed through to all their customers. 
The extent of pass-through will depend on the value of the contribution and the extent to which the energy companies involved in the programme absorb some of the costs themselves. In competitive markets, companies may absorb some, or all, of the costs depending on the effectiveness of competition. In price-controlled markets, the extent of allowed pass-through of costs will be determined by the energy regulator.
4.2
Option 2: Energy Efficiency Levy and Fund 

An energy efficiency levy and fund is managed by requiring nominated energy companies to collect funds via a mandatory levy, which would be placed on selected final customers and used to create an energy efficiency fund. This fund could then be used to finance qualifying energy efficiency improvement measures targeted at specific final customers/customer groups.  
The introduction of an energy efficiency levy and fund may be a preferred option where:
· Certainty of outcome is required, for example regarding the amount to be raised and the timely delivery of targets

· The market operates under regulatory price control and/or monopoly (e.g. networks) energy companies
· The levy will be used to provide funding for specific household sector projects (including schemes to tackle fuel poverty)

4.2.1
An example of an energy efficiency levy and fund programme

An international example of how a mandatory levy programme has been used to promote efficient energy services is the Northern Ireland Energy Efficiency Levy Programme (EELP), outlined in the panel below.

	The Northern Ireland Energy Efficiency Levy Programme (EELP) 

This programme has been in operation since 1997. Northern Ireland Electricity (NIE), under its Transmission and Distribution (T&D) licence, collects the funds from electricity suppliers via the PSO (Public Service Obligation) levy, which is a per kWh charge on all units of electricity in Northern Ireland. 
The electricity suppliers then compete (bid) for the levy funds to finance the energy efficient measures. 
Finally, NIE T&D, under instruction from the Northern Ireland Authority for Utility Regulation (NIAUR), following the advice of the Energy-Saving Trust under the Levy Framework Arrangements, releases the funds to electricity suppliers in accordance with their successful bids. 
It is open to all suppliers to deliver schemes on a voluntary basis. Delivery is not obliged but encouraged through a system of incentive payments available to suppliers. Suppliers are incentivised to obtain third-party funding to supplement levy funding at lowest cost – and can earn an additional incentive payment to meet the cost of installed measures over and above their voluntary target.
Skyplex Consulting Ltd conducted a review of the EELP
 in which it considered the costs and benefits attributable to the EELP:
Costs

· From 1997 to 2008, total levy funding was £35 million 
Benefits

· Cumulative customer savings (energy bill reductions) were £250 million from 1997-2007
· Cumulative lifetime carbon savings by 2007 were one million tonnes
· Cumulative lifetime energy savings by 2007 were over 4000GWh



4.2.2
Cost recovery under levy/fund programme

The introduction of a mandatory levy would result in the cost of the programme being passed through to selected final customers. In Northern Ireland, there is a charge per kWh of all electricity supplied, corresponding to more than £7 per year per customer. This adds approximately £2.70 to the average annual domestic electricity bill; the balance is paid for by non-domestic demand.  The total fund raised per annum is approximately £6m.
The customers who pay the levy under such a programme would ultimately depend on:

· The energy companies partaking in the programme, which may include:

· all electricity distributors and/or suppliers

· all electricity and natural-gas suppliers

· other energy retail sales and distribution companies (e.g. oil, solid fuel)
· The end-use sectors which have been selected as target beneficiaries of the programme. In the interest of equity and fairness, it may be important for the cost of the programme to be recovered from the sectors expected to benefit from the programme. For example, if residential households are to benefit, it would be equitable that this sector would pay the levy.  Alternatively, if the large-industry sector is an identified beneficiary, it would be appropriate that this sector would pay.
4.3
Option 3: A Market-Oriented Obligation Programme
A market-oriented obligation programme would typically place an obligation on energy companies to deliver specified energy (kWh) or GHG emission reduction targets within a defined period. The obligations would then be implemented through energy company licence duties or the equivalent, and thus offer scope for sanction if targets are not met.  

Although an obligation can be placed on any licensed energy company, in practice it is most likely to apply to those companies with the main customer interface – i.e. distribution system operators/electricity and natural-gas suppliers.  
An obligation may be a preferred option where:
· In competitive markets, the obliged company is likely to absorb some of the costs of the programme, rather than pass on the full cost to the end customer

· In sectors with a large number of customers, the administrative cost of the programme can be spread over a wider consumer base

· Priority is given to installing a large number of lower-cost measures across a large proportion of the total customer base – e.g. advice, attic/wall insulation, CFLs – across households and in some cases SMEs
· Certainty is sought in achieving targets
Market-oriented obligation programmes can also include a white certificate mechanism, whereby certificates are created to track energy savings achieved, and these can be bought and sold. In white certificate schemes, other organisations – e.g. energy service providers – as well as the obliged energy companies may be allowed to create certificates for carrying out approved energy saving measures. White certificate schemes thus allow obliged energy companies to meet the targets either directly or indirectly, by buying certificates at the market rate from energy service providers or other energy companies, and using these to contribute to the achievement of their energy-savings target. 
Such schemes can help develop a market for energy services and so have the potential to create employment opportunities in this sector. They can, however, be administratively complex and entail sizeable transaction costs.
4.3.1
Examples of market-oriented obligation programmes 

International examples of successful market-oriented obligation programmes can be found in Great Britain (GB), France, Italy and New South Wales in Australia. The panel below outlines the British example. 

	Market-oriented Obligation Programme – British Example

Great Britain has had various forms of energy efficiency obligation since 2002. The programme that was originally titled Energy Efficiency Commitment (EEC) is now known as the Carbon Emissions Reduction Target (CERT). 
The Utilities Act 2000 gave the British government the power to place obligations on electricity and natural gas suppliers (retailers) and distributors to achieve energy-saving targets. EEC 1 & 2 set energy saving targets for suppliers from 2002-05 and 2005-08 respectively. CERT requires suppliers, through a licence obligation, to achieve 154 Mt (lifetime) carbon dioxide savings from 2008 to 2011. Suppliers are set targets based on their customer numbers and achieve them by funding energy-saving measures for the final customer. Suppliers have an incentive to achieve targets at lowest cost given that they are in a competitive energy supply market. Thus they often collaborate with other interested parties to deliver measures – for example, by:
· Teaming up with social-housing landlords who pay a proportion of the costs themselves
· Working with retailers who market and sell energy efficient appliances and CFLs (compact fluorescent lamps)
Although trading between suppliers is possible in GB, it has been very limited to date. Suppliers prefer to meet their own obligations rather than trade the obligation with their competitors. 

The following costs and benefits are considered attributable to the EEC 2 scheme:

Costs

· Costs of the obligation passed through to customers were approx. £7 per fuel per year

· Electricity saved at a cost to the average UK consumer of 2.1p per kWh (gas at 0.6p per kWh)
· NPV of total costs to GB – £0.9 billion 

Customer benefits
· Lower electricity bills, through using energy efficient lighting and appliances

· Lower heating bills, due to insulation improvements and more efficient heating systems 

· Improved comfort in warmer homes

National benefits

· Lifetime carbon savings – 59 MtC

· Two out of three GB households have received some energy saving measures (mostly CFLs)

· For every pound raised from householders, EEC 2 will produce £9 in long-term benefits 
· According to the UK’s National Audit Office (NAO), a cost-effectiveness estimate of the Energy Efficiency Commitment found that the net benefit per tonne of CO2 saved is £270. By comparison, the Renewable Obligation (the support scheme for renewable electricity) has a net costs per tonne of CO2 saved of £175

· NPV of total benefits to GB – £3.1 billion 



4.3.2
Cost recovery under market-oriented obligation
Introducing an obligation programme, in a competitive market, would generally result in the obliged company absorbing some of the costs of the programme, rather than passing on the full cost to the end customer. For regulated (price-controlled) companies, some or all of the costs associated with the obligation could be passed through to the final customer, subject to regulator approval. Where there is no price control, costs are still likely to be passed through to consumers, although the extent of pass-through, and the effects on specific customers, might depend on the extent of competition. 
The programme would generally be administered by the obliged company. It would include a list of qualifying measures, but would not be prescriptive as regards the means of achieving the targets.  The energy companies would therefore have some flexibility in how best to deliver their own obligation, as they could choose the measures that represented the most cost-effective solution for their business model. Indeed, energy companies could also decide to collaborate with other interested parties, such as local authorities or appliance retailers, to achieve the targets, or choose to outsource the delivery of these services to energy service providers.  

4.4
EDRT Programme Proposals

In light of the programme options described in this chapter, Table 5 outlines the relevant scheme parameters for Ireland’s EDRT programme and the different options for each.

	PROGRAMME ATTRIBUTES
	PROGRAMME OPTIONS

	Delivery options
	1. Voluntary agreement
2. Fund/levy programme
3. Market-oriented obligation scheme

	Providers
	· Network-connected distribution system operators
· Network-connected energy supply companies
· Non-network-connected energy supply companies

	Savings targets
	The NEEAP savings gap for 2020 is 8,000GWh or 800GWh per annum over a 10-year period. The EDRT programme will aim to fill as much of this gap as possible.

	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

	Eligible sectors (options)
	· Residential 
· Business 
· Public 
· Transport

	Eligible technologies
	Provisional list of measures (see Table 5)

	Monitoring and verification
	· Ex-ante:  based on assumptions about savings from each measure
· Ex-post:  direct measurement of actual saving

	Additionality
	Targets assume all measures are additional. Any measures considered not to be additional will be removed from target

	Scheme financing
	· A percentage of the programme provider’s own turnover/revenue stream

· Final customers (e.g. in the form of a general levy/kWh charge on all customers or individual 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


Table 5: EDRT programme proposals

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

	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

	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

	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

	BENEFICIARIES
	

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

	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?

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

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

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


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

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

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



	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



	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


	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? 

	ELIGIBLE SECTORS
	· Residential 
· Business 
· Public 
· Transport

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

2(h) Do you think that funds should be ring-fenced for the fuel poverty sector? If so what is 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

	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?

	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

	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)
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




Annex 1 – Products and services offered in relevant international schemes
1. List of eligible measures included in GB CERT scheme
	SECTOR:  RESIDENTIAL AND OTHER BUILDING (COMMERCIAL AND PUBLIC) SECTORS

	Community heating with wood chip

	Micro-CHP

	Wood-chip CHP

	Wood pellet boilers (primary)

	Wood pellet stoves (secondary)

	Photovoltaic panels (2.5 kWp)

	Solar water heater (4m2)

	Log-burning stoves

	Micro-hydro (0.7kWp, 50% LF)

	Mini-wind 5kW, 20% LF

	Micro-wind (1 kWp, 10%LF)

	Community ground-source heat pump

	Loft insulation (DIY)

	Ground-source heat pumps

	Loft insulation (professional)

	Cavity-wall insulation

	Insulated wallpaper

	Glazing E to C rated

	Tank insulation – top-up

	Solid-wall insulation internal

	Solid-wall insulation external

	Appliances – iDTVs

	Appliances – cold

	Appliances – wet

	LNB

	PC mains panels

	Energy-saving kettles

	Draught-proofing

	Energy efficient lighting

	Energy efficient boilers (A-B rated)

	Energy efficient heating controls

	Energy audits


	INDUSTRY SECTOR

	CHP/co-generation

	Energy audits

	Wood-chip CHP

	Motors and drives

	Advanced products such as thermostatic control systems

	CROSS-SECTORAL MEASURES

	Smart-meter programme

	FUEL SWITCHING

	


Source:  Explanatory memorandum to the electricity and gas (carbon emissions reduction) order 2008, 2008 No. 188
2. List of eligible measures included in French white certificate scheme
	SECTOR:  RESIDENTIAL

	Attic or roof insulation

	Wall insulation

	Floor insulation

	Double-glazed windows

	Terraced roof insulation

	Attic or roof insulation DOM

	Wall insulation DOM

	Individual solar water heater

	Group solar water heater

	Water-to-water heat pump

	Air-to-water heat pump

	Electric radiating panel or electronic radiator control

	Individual condensing boiler

	Group condensation boiler

	Group condensation boiler on ESCO contract

	Individual low-temperature boiler

	Group low-temperature boiler

	Group low-temperature boiler on ESCO contract

	Exterior temperature control probe

	Wood stove

	Individual biomass boiler

	Biomass boiler room

	Biomass boiler room on ESCO contract

	Insulation for hot-water piping

	Low-temperature under-floor heating

	Faucet thermostat

	Heating controls for individual combustion heater

	Heating controls for group combustion heater

	Central frequency heater for an electric heater


	Sector:  Residential (continued)

	Individual heat-energy meter

	Condensing boiler

	Individual solar water heater (DOM)

	2-way mechanical ventilation

	Automatic mechanical ventilation

	Humidity-controlled mechanical ventilation

	Electric floor panel

	Air-to-air heat pump

	Insulation for existing sanitary hot-water piping

	Locally isolated mechanical ventilation to reduce consumption

	Partial mechanical ventilation

	Humidity-controlled natural ventilation

	Group solar water heaters (DOM)

	Heating controls for existing heat pump

	Micro CHP with purchase obligation

	Variable-speed pump

	CFL class A

	Washing machine class A

	Fridge class A


	TRANSPORT MEASURES

	Eco-driving awareness programmes

	Promotion of car sharing

	Promotion of car-free days

	Intelligent transport systems for freight fuel

	Economy and dynamic car sharing

	Audits of fuel usage in fleets

	High lubricity oil

	Low rolling resistance tyres

	Eco-driving lessons

	Tyre pressure checking

	Vehicle maintenance

	PAYD (pay as you drive) insurance schemes


Source:  © Ministère de l'Écologie, de l'Energie, du Développement durable et de l'Aménagement du territoire, DGEC, modifié le 18/09/2008
3. List of eligible measures included in Italian white-certificate scheme
	SECTOR:  RESIDENTIAL

	Replacement of incandescent lamps with CFLs

	Replacement of electric hot-water heaters with gas heaters

	Installation of new high-efficiency gas boilers

	Replacement of gas heaters for hot water with more efficient gas heaters

	Replacement of single-glazing window panes with double glazing

	Increased thermal insulation of external walls of buildings

	Installation of photovoltaic systems with peak power below 20kW

	Installation of solar heaters for sanitary hot-water production.

	Re-phasing of electrical lines in industrial plants supplied at high voltage

	Installation of air-operated, electric heat pumps in new or re-structured buildings, replacing gas boilers

	Co-generation plants with unit power (per module) greater than 0.5MW

	Medium-low power co-generation plants

	Installation of electronic frequency-regulation systems in electric motors

	Energy recuperation from the decompression of natural gas

	Installation of higher-efficiency motors and mechanisms for mechanical power transmission

	Replacement of refrigerators, freezers, combined fridge-freezers, laundry machines, dishwashers with similar products having higher efficiency

	Low-flux showers

	Aerated jet breakers for water taps


Source: Oikonomou (2004), Gracceva and Contaldi (2004).

 Annex 2 – Glossary
CERT
Carbon Emissions Reduction Target
EEC
Energy Efficiency Commitment
EELP
Energy Efficiency Levy Programme
EDRT 
Energy Demand Reduction Target
ESCO
Energy service company
ESD 
Energy Services Directive


ETS
Emissions Trading Scheme
GHG
Greenhouse gas
GWH
Gigawatt hour


NEEAP
National Energy Efficiency Action Plan
SME
Small and medium-sized enterprise 
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� Energy End-Use Efficiency and Energy Services Directive COM (2003)739 �HYPERLINK "http://www.energy.eu/directives/l_11420060427en00640085.pdf"�http://www.energy.eu/directives/l_11420060427en00640085.pdf� 


� A contractual arrangement between the beneficiary and the provider (normally an ESCO) of an energy efficiency improvement measure, where investments in that measure are paid for according to a contractually agreed level of energy efficiency improvement.


� White Certificates are measures of energy savings which can be traded amongst obliged companies in order to ensure national efficiency targets are met.


�  Programme for Government 2007-2012:


(�HYPERLINK "http://www.taoiseach.gov.ie/attached_files/Pdf%20files/Eng%20Prog%20for%20Gov.pdf"�http://www.taoiseach.gov.ie/attached_files/Pdf%20files/Eng%20Prog%20for%20Gov.pdf� ) 


� Estimates of the impact of future actions are based on available economic forecasts and informed by relevant national and international studies and experience.  Actual impact figures may vary considerably and will therefore be adjusted in the next and subsequent National Energy Efficiency Action Plans. The next is due no later than 2011.


� Demand Side Management in Ireland – Evaluating the Energy Efficiency Opportunities’, SEI, January 2008


� EU Directive 2003/87/EC on establishing a scheme for greenhouse-gas emission allowance trading within the Community. 


� Priority households are defined as those in receipt of state benefits.


� Actual CER statistics (2009):  584,833 residential gas connections, 19,349 SME gas connections.





� A Report to the Utility Regulator on the Northern Ireland Energy Efficiency Levy Programme, Skyplex Consulting Ltd, July 2008 – can be downloaded from � HYPERLINK "http://www.wellnet-ni.com/publications/Skyplex_EELP_Review_080801.pdf" ��http://www.wellnet-ni.com/publications/Skyplex_EELP_Review_080801.pdf� 


� Lees, E. Evaluation of the Energy Efficiency Commitment 2005-08. Report to (UK) DECC, December 2008, p.41. 


� National Audit Office. Cost-effectiveness analysis in the 2006 Climate Change Programme Review. NAO, 2007. The results of the cost-effectiveness analysis are expressed in £ per tonne of carbon saved for each policy. To measure this, analysts identified the costs and benefits over the life of a policy. These values, excluding the social cost of carbon, were discounted to present values and divided by the volume of carbon savings expected.
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