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

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.
The potential for job creation varies enormously depending on what form the EDRT programme eventually takes. This will be a missed opportunity if the EDRT results only in a levy or a voluntary target on the energy supply sector – if it fails to fully engage them in the business opportunity that energy services can offer in a market where issues out of the energy companies’ control, such as wholesale energy supply,growing public awareness of green issues, are bound to exponentially grow in the coming years. 
If, on the other hand, the EDRT requires the energy sector to meet significant mandatory reductions in the amount of energy being sold, it should shift suppliers to resposition their business models in order to make more money from selling less energy – in other words to sell energy services, and energy efficiency services, rather than selling energy. In this case virtually every building in Ireland could be a target for substantial energy upgrade work. For instance, even a new home with high insulation levels would benefit from reduced domestic hot water or electricity costs, thereby opening the door for the installation of technologies to microgenerate energy, or cutting edge heating/lighting controls, etc. If the EDRT can prove the engine to a national energy upgrade campaign, this could have the side-effect of encouraging innovation in the manufacture of sustainable technologies/materials, leading to innovation in new build, and perhaps more importantly, exportable goods and services in a global market that will continue to grow into the future.

	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
Anyone responsible for paying an energy bill, be they tenant, social tenant, or first-time buyer struggling to make mortgage payments, would benefit from the EDRT if it led the energy sector to offer pay as you save (PAYS) tariffs to those customers.Given that the default rate from PAYS projects in the US is less than 0.003% of the value of measures installed, PAYS would offer a secure prospect for any utility investingin upgrading a given building, even where the occupant might be considered sub-prime for a loan. This is because PAYS ensures that repayment rates are lower than estimated energy cost reductions. Therefore there should be nothing to prevent the most vulnerable elements of society from availing of the health and comfort benefits of living in an energy efficient building.

	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
As per my answer to 1(a), this depends entirely on what form the EDRT takes. If the EDRT mandates significant energy reductions, and leads to the introduction of a PAYS-type system, it can create a framework for massive reductions in GHG emissions from the building stock – including not only residential but all building types. It can do this by helping the energy sector towards a business model where profitability increases/decreases directly in proportion to the amount of energy used and GHG emitted. 

	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

Specifically I’d draw attention to the pay as you save projects in Kansas, New Hampshire and Hawaii. See www.paysamerica.org. Also note the UK Green Building Council’s proposal for PAYS in the UK, and the plans outlined by the UK Dept of Energy and Climate Change to pilot PAYS announced in the Low Carbon Transition Plan. I gather that there are also moves afoot to implement PAYS in Japan.

	BENEFICIARIES
	

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

As outlined above, the EDRT will benefit energy companies if it compels them to shift their business model from the status quo: sell more energy, make more money, to the desired model: sell less energy/emit less CO2, make more money. It offers enormous potential for energy companies who offer PAYS tariffs in terms of engendering brand loyalty amongst the public, and therefore reduces the risk of customers changing to another supplier. It could also substantially remove risk from their business models in other ways, in that it a) reduces their exposure to factors outside of their control such as wholesale energy prices and carbon prices, and b) reduces the risk of their customers defaulting on their energy bills, as their aggregated bill (including PAYS tariff and energy tariff, etc) would be lower than an energy bill with no PAYS element. Also, if we accept the proposition that one way or another, per capita energy consumption will drop substantially in the coming years, PAYS would prevent the energy sector from being faced with a situation where it has seen its revenues decline due to reduced demand for their product. 

	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? 

If the EDRT mandates significant energy reductions, it will certainly develop the market for ESCos – and energy efficiency ESCos in particular. The traditional ESCo model has sometimes involved a degree of attention to energy efficiency, but has instead often been focused on generating energy at a cheaper, more secure price per kilowatt than that which the customer could avail of through an energy utility. This type of ESCo is therefore of limited use in the context of programme to reduce energy demand. Rather than focusing on megawatts, an energy efficiency ESCo would focus on negawatts. This type of ESCo might have smaller profit margins on a particular building, but it would have lower risk of defaults, and greater potential for scale. Again, this should follow the PAYS principals.

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

As per 1(e) and (f). These categories (energy company, ESCo and energy service provider) may blur as a result of a successful EDRT. 

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

With en masse roll-out of PAYS, it would create a continuous demand for their products, where those products deliver cost-effective energy savings, lower bills and carbon reductions. 

	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

I’m convinced that a market-oriented obligation scheme is the best and most appropriate option. If the energy sector is obliged to make cuts, it will have to adapt its business model. A voluntary agreement is far too weak a signal, and would not give energy businesses the certainty they need to implement real change. A fund or levy is akin to signalling to energy companies that they should keep to business as usual, but donate a portion of their profits to reduce demand for their product. A fund or levy would mean any money spent on energy reduction seems like a burden, an obligation even. Paradoxically, an obligation scheme should force the energy sector to find ways of investing in energy efficiency, and therefore profiting from that which they had previously viewed as a threat to their profit markgins.  

 It’s t 
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?
I think all sectors should benefit, although I haven’t considered the transport sector. I think particular emphasis should be placed on the fuel poverty sector. If subsidy is required, this is the sector that should be subsidised.

	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

Fundamanetally this should include measures which reduce energy demand, then efficient and low-carbon generation. Vasriously this includes insulation, air-tightness/draught proofing,demand controlled ventilation (passive or mechanical),heating, lighting and power  controls, high efficiency boilers, high performance glazing, shading devices, thermal and electrical renewable energy technologies, etc – everyinthg listed in Annex 1 should qualify. If PAYS were pursued, this would ultimately leave the list of eligible measures open to whatever could be proven (with the greatest degree of confidence) to deliver the most energy, carbon and cost savings. 

	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?

Probably an element of both. Ex-post made prove too costly in every case, but should be used to a certain extent.

	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

The EDRT has the potential to make the energy sector reposition itself as a collection of businesses whose profitability increases as their energy output (in particular fossil energy) decreases.

	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

Final customers should pay, but only where they have received the benefit of energy upgrade work, and only for as long as they continue to reap those benefits (the repayments would stay with the location if the customer moved). Exchequer funds or third party contributions should only be considered as a means of subsidising desirable measures to bring them to a point where the final customer can pay the remainder as part of their energy bill.
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