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Executive Summary

1. The recently-published Energy White Paper, Meeting the Energy Challenge’, set out two
long term challenges:

e tackling climate change by reducing carbon dioxide emissions both within the UK
and abroad; and

e ensuring secure, clean and affordable energy as we become increasingly dependent
on imported fuel.

Using energy more efficiently is the fastest and most cost effective way of cutting
carbon dioxide emissions. It can also improve productivity and can contribute to the
security of our energy supplies by reducing our reliance on imported energy and
ensuring we make maximum use of our own and global energy resources. Improving
the energy efficiency of homes can also reduce energy bills and help ensure that the
most vulnerable can afford to heat their homes.

2. Improving energy efficiency has already made a significant contribution to our energy
and climate change goals. The energy saving policies and measures set out in our 2004
Energy Efficiency Action Plan? and the 2006 Climate Change Programme? are already
delivering energy savings and those recently announced in the Energy White Paper? will
continue to stimulate energy efficiency in businesses, the public sector and households.

3. Our analysis® suggests that there are several key barriers currently hindering greater
take up of energy efficiency amongst both organisations and individuals. Issues of
behaviour and motivation are significant barriers to investment in large organisations;
energy saving is rarely core business. Competing priorities are often a significant barrier,
particularly in the public sector where the focus is on providing high quality public
services such as health care and education. For small and medium-sized enterprises
(SMEs), hidden costs, such as management time, are a common barrier. For the
manufacturing sector finance is an important issue while in the commercial sector,
where use of energy in buildings predominates, lack of information, split incentives
(e.g. between the landlord who would make the investment and the tenant who would
benefit) and motivation are key barriers. For the individual, lack of information and
motivation are primary barriers.

4.  Improving energy efficiency will therefore require everyone — individuals, businesses
and Government to take action. Individuals and businesses can play their part by
reducing the waste of energy, by investing in energy efficiency measures for the home
and workplace and by choosing to purchase more energy efficient buildings and
products. Government will encourage and enable action by businesses and individuals
by providing the right information and ensure that the regulatory framework is in place

_

DTi (2007) Meeting the Energy Challenge: A White Paper on Energy. Cm7124.
www.dti.gov.uk/energy/whitepaper/page39534.html

2 Defra (2004) Energy Efficiency: The Government's Plan for Action. Cm6168.
www.archive2.official-documents.co.uk/document/cm61/6168/6168.pdf

3 Defra (2006) Climate Change. The UK Programme 2006. CM6764
www.defra.gov.uk/environment/climatechange/index.htm

4 DTi (2007) Meeting the Energy Challenge: A White Paper on Energy. Cm7124.
www.dti.gov.uk/energy/whitepaper/page39534.html

5 HMT(2005) The Energy Efficiency innovation Review: Summary Report. Joint HMT/Defra study.
Available at: www.hm-treasury.gov.uk./media/FB4/AE/pbr05_energy_675.pdf
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to incentivise action and to deliver continuing improvements to the energy efficiency of
buildings and products.

5. This Action Plan sets out the package of policies and measures we have put in place
to deliver improvements in energy efficiency in the UK in order to contribute to the
achievement of our climate and energy policy objectives and to meet the 9% energy
saving target by 2016 under the European Union’s Energy End-Use Efficiency and Energy
Services Directive. We expect to exceed the 9% target, delivering 272.7 TWh in savings
by the end of 2016, equivalent to a saving of 18% over the target period.

6. Key elements of the Plan are:

¢ In the household sector we will continue to raise energy performance standards for
new homes in England and Wales through Part L of the Building Regulations with
the aim of delivering zero-carbon homes by 2016. The Code for Sustainable Homes
will support this ambition and drive wider environmental improvements in new
homes. To improve the energy efficiency of existing homes, we will strengthen the
existing Enerqy Efficiency Commitment in the third phase of the scheme, the Carbon
Emission Reduction Target, from 2008 to 2011 and we are committed to maintaining
a Supplier Obligation to at least 2020. Our fuel poverty programmes in England,
including Warm Front, and the Decent Homes programme are tackling the energy
efficiency of the homes of the fuel poor and social housing respectively.

e To improve the energy efficiency of products in the home we are working in the EU
and internationally to rapidly adopt ambitious minimum performance requirements
and through the Market Transformation Programme, Government and Industry
will work together to deliver sustainable products. Important elements of our
communication campaigns illustrate the importance of energy efficiency, and
promote the use of energy efficient goods and measures in the home. We will
provide information on the energy efficiency of all homes sold or rented through
Energy Performance Certificates, we will support the work of the Energy Saving Trust
and implement a package of measures to improve metering and billing and get smart
meters or visual display units into the domestic sector within the next decade.

¢ In the non-household sector, the EU Emissions Trading Scheme will continue to
be at the heart of our efforts to drive energy efficiency which combined with the
Climate Change Levy and Climate Change Agreements framework, will provide
strong incentives for energy intensive industrial sectors to reduce emissions. Similar
incentives will be provided for the large non-energy intensive sector by the new
Carbon Reduction Commitment cap and trade scheme. We are also committed to the
cost-effective delivery of the Combined Heat and Power Strategy.

e We will communicate the importance of energy efficiency to industry, commerce and
the public sector, encouraging the uptake of energy efficient goods and measures
through the work of the Carbon Trust, provision of enhanced capital allowances, the
provision of information on the energy efficiency of commercial buildings through
Energy Performance Certificates, and extension of smart metering to all but the
smallest businesses within the next five years.
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¢ In the public sector we will show leadership and ensure that the public sector plays
an exemplary role in realising the potential for energy savings across Government. We
have set new targets for Sustainable Operations on the Government Estate and have
adopted a Sustainable Procurement Action Plan, to move towards a sustainably built
and managed Government estate and wider public sector. We have also provided
funding to establish revolving loan funds to finance energy efficiency work in the
public sector.

e For the National Health Service, in England and Wales we have set, and are making
good progress towards targets to reduce the amount of primary energy consumed
by 15% by 2010. We have also adopted a Sustainable Schools Action Plan for
England, to ensure that schools have all the support they need to become models of
sustainable development and will use the Building Schools for the Future programme
to ensure all new schools are built to high energy efficiency standards. We will also
work with Local Authorities and Regional Government to improve energy efficiency.

¢ In the transport sector we will continue to press for aviation to be included in
the EU Emissions Trading Scheme and investigate the possible inclusion of surface
transport. To incentivise the purchase of energy efficient vehicles we have raised
vehicle excise duty on inefficient vehicles and reformed company car tax. We will
also work within the EU to raise fuel efficiency standards for new cars and vans
and continue to fund innovation in the low carbon transport industry through the
Energy Technologies Institute and will finance a new Low Carbon Vehicle Innovation
Platform. We will also use public procurement to deliver environmental and value for
money benefits and promote competition amongst manufacturers to deliver carbon
vehicles.

e To communicate the importance of energy efficient travel choices we are investing
heavily in public transport and have put in place a substantial programme to promote
changes towards more sustainable patterns of travel behaviour through Smarter
Choices. We have also launched a consumer facing communications strategy
reinforcing the colour coded vehicle efficiency labels.

e We will work with the Devolved Administrations (DAs) where policies apply in
different countries within the UK.

e We will work in the EU and international fora to promote rapid implementation
of the EU Energy Efficiency Action Plan, with the target of saving 20% of the EU’s
primary energy consumption by 2020. We will actively support the development of
an international framework agreement for enerqy efficiency. With the G8 group of
nations, we will take forward our commitments in the Gleneagles Plan of Action, and
the priorities agreed in St. Petersburg in 2006 and Heiligendamm in 2007. We will
also continue to help build regulatory and investment capacity for energy efficiency
internationally through our support of the Renewable Energy and Energy Efficiency
Partnership and encourage co-operation and collaboration on the development of
energy efficiency policies and technologies.



Chapter 1 - Introduction

1. Climate change is one the greatest challenges facing the world. It will affect the basic
elements of life for people around the world — access to water, food production, health
and the environment. The Stern Review of the Economics of Climate Change® estimated
that if we don’t act now, the overall costs and risks of climate change will be equivalent
to losing a least 5% of global GDP, and if a wider range of risks and impacts is taken into
account, estimates of damage could rise to 20% of GDP or more. In contrast the costs of
early action to reduce emissions can be limited to around 1% of global GDP each year.

2. We therefore need to take prompt and strong action if we are to avoid the more
damaging effects of climate change highlighted in the Stern Review. Because climate
change is a global problem, the response to it must be international, based on a shared
vision of long-term goals and agreement on frameworks that will accelerate action over
the next decade. However, the framework needs to build reinforcing approaches not
only at the international level but also regional and national levels.

3. Itis imperative that industrial countries like the UK make a serious commitment
to achieving the emission reductions. In addition to our existing international
commitments, we have proposed placing in statute (through the Climate Change Bill)
a target to reduce the UK'’s contribution to global CO, emissions by 60% by 2050
compared to 1990 emissions levels, with a duty to ensure the trajectory to 2050 is
consistent with a reduction in CO, emissions by 26-32% by 2020. We believe this is
achievable at acceptable cost with the right policies and actions. As the Stern Review
made clear we know that the practical solutions and technologies exist to cut emissions
but we need strong deliberate policy action to motivate their take-up.

4.  Of these practical actions, improving energy efficiency is the fastest and most cost-
effective means of saving energy and reducing emissions. And we know that energy
efficiency has already made a substantial difference. The International Energy Agency
has estimated that global energy demand would be 50% higher today without the
energy savings achieved through energy efficiency since 1973. In the UK we estimate
that over half the savings in our Climate Change Programme are derived from energy
efficiency policy.

5. Asthe 2007 Energy White Paper, Meeting the Energy Challenge, makes clear, improving
energy efficiency can also contribute to achieving our other energy policy goals as well
as delivering carbon reductions:

e ensuring security of supply — reducing energy demand will reduce our dependence on
imported energy supplies and help improve the resilience of distribution networks;

® maintaining competitiveness — by reducing energy bills, energy efficiency can boost
profits and improve the competitiveness of UK business and the development of
energy efficient technologies will provide export opportunities in an increasingly
carbon-constrained world; and

e tackling fuel poverty — improving the energy performance of homes through the
installation of energy saving measures can reduce fuel bills and help take households
out of fuel poverty.

& www.hm-treasury.gov.uk/independent_reviews/stern_review_economics_climate_change/sternreview_index.cfm
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10.

Since the publication of the last UK Energy Efficiency Action Plan in 2004 we have
made significant progress in delivering real improvements in energy efficiency. We have
significantly raised energy efficiency standards in Building Regulations and announced
our intention to go further, towards zero-carbon homes within the next decade.
Through the Energy Efficiency Commitment over ten million households have already
benefited from energy-saving measures and we are requiring energy suppliers to meet
even higher targets in future. In the business sector, the Climate Change Agreements
now cover over 6,000 companies, covering over 14,000 sites in 54 sectors, and have
successfully delivered substantial carbon savings in their first five years.

Despite this progress there is still significant and cost-effective energy-saving potential
to be realised and most energy-use remains inefficient when compared with what

is technically possibly and cost-effective. The Carbon Trust estimates that currently
businesses in the UK waste on average 10-20% of the energy they buy, equivalent to

£1 billion a year, through poor control of heating, air conditioning and ventilation and
through leaving lights and appliances on when not in use. We estimate that by 2020
businesses could save around 25 MtC through cost-effective energy-saving measures.

In the household sector the Energy Saving Trust estimates that around £1bn worth of
electricity is wasted by leaving appliances on standby. This equates to around 10TWh, or
about 10% of the electricity consumption of the household sector.

However, as the Stern Review identified, there are still obstacles and market failures
preventing us realising the full technical and economic potential for energy efficiency.
These barriers include:

e the lack of appreciation of, and information about, the true costs and benefits of
energy efficiency measures;

e lack of access to capital and high costs of capital; and
e split incentives, and lack of motivation, awareness or interest among consumers.

If we do not take action to address these barriers then anticipated economic growth
will increase energy demand and the progress and savings we have achieved to date
will be negated.

It is therefore vital that we have a strong and effective policy framework to ensure that
we continue to deliver significant energy savings over the period to 2020 and beyond.
We can improve energy efficiency in two ways: through technological improvements,
for example improvements in the fabric of buildings where a new house built to today's
standards is 40% more efficient than one built before 2002, or by changing our
behaviour to reduce the amount of energy we waste, for example by leaving appliances
on when not in use.

Individuals, businesses and Government will all need to play their part in reducing
energy waste, by investing in energy efficiency measures for the home and workplace
and by choosing to purchase more energy efficient buildings and products.
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11.  Government must also ensure that the right policy framework is in place to support
technological innovation and to create the conditions for individuals and organisations
to take action. No single policy measure can deliver the savings we need. If we are to
achieve our energy efficiency and carbon saving objectives we need to use all the policy
levers at our disposal across the economy alongside work with our partners in the EU
and internationally. This Action Plan therefore sets out a comprehensive package of
policies and measures to improve energy efficiency in the UK.

Table 1: Key levers to reduce energy consumption in the UK

Sustainable Homes, Market
Transformation Programme and
Product Standards, Energy Efficiency
Commitment, Carbon Emissions
Reduction Target

Sectors Lower energy consumption
Increase technical energy effciency Behaviour: reducing service
demand and avoiding waste
Households Building Regulations, Code for Energy Saving Trust programmes,

billing and metering, Energy
Performance Certificates,
Labelling, “Act on CO,"
communication campaign

Business and
Public

EU Emissions Trading Scheme, Climate
Change Agreements, Carbon Reduction
Commitment, Enhanced Capital
Allowances, Building Regulations, Market
Transformation Programme and Product
Standards, Revolving Funds, public
procurement standards

EU Emissions Trading Scheme,
Climate Change Levy and Climate
Change Agreements, Carbon
Trust programmes, billing and
metering, Energy Performance
Certificates, labelling

Transport

Voluntary Agreement with motor
manufacturers and successor

Vehicle Excise Duty, inter-modal
shifts, eco-driving campaigns,
vehicle labelling, reducing need to
travel

Purpose of the Plan

12. This Action Plan is intended to fulfil two Government commitments:

® to meet the requirement in Article 14 of the EU Energy End-Use Efficiency and Energy
Services Directive to produce a National Energy Efficiency Action Plan for submission
to the European Commission; and

® to review and update the Government’s 2004 Energy Efficiency Action Plan reflecting
policy developments arising from the 2006 Climate Change Programme’, the 2006
Energy Policy Review® and the 2007 Energy White Paper in order to provide a
comprehensive statement of UK energy efficiency policy.

7 www.defra.gov.uk/environment/climatechange/uk/ukccp/index.htm
8 DTI (2006) The Energy Challenge: Energy Review Report 2006. Cm6887
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The
13.

14.

The
15.

Energy End-Use Efficiency and Energy Services Directive

The Energy End-Use Efficiency and Energy Services Directive was adopted in May
2006. The Directive aims to enhance the cost-effective improvement of energy end-
use efficiency in EU Member States and has a number of key provisions including

the establishment of a national indicative energy saving targets of 9% by the end of
2016, a requirement for the public sector to fulfil an exemplary role, a requirement for
Member States to place obligations on energy suppliers and distributors to promote
energy efficiency and requirements relating to metering and billing to allow consumers
to make better informed decisions about their energy use. The provisions of the
Directive must be implemented by Member states by May 2008.

This Action Plan is intended to fulfil the requirement in Article 14 of the Directive for
all Member States to produce a National Energy Efficiency Action Plan setting out the
policies and measures put in place to reach the energy saving target in Article 4 of the
Directive (see Chapter 2).

2004 Energy Efficiency Action Plan

The Government adopted an Energy Efficiency Action Plan® in 2004 which set out how
we intended to deliver the commitments relating to energy efficiency that were made in
the 2003 Energy White Paper'®. We undertook to review the delivery of the policies and
policies and measures in the Action Plan in 2006 and this was undertaken in the Climate
Change Programme and Energy Policy Review. These reviews, and the subsequent
Energy White Paper, Meeting the Energy Challenge, published in May 2007, have
significantly strengthened the package of measures to promote energy efficiency in the
UK. This Action Plan is therefore intended to update the 2004 Action Plan and provide a
comprehensive overview of action planned and underway in all sectors of the economy
in the UK to deliver improvements in energy efficiency.

Geographic Coverage of The Plan

16.

The energy-saving target in the Energy End-Use Efficiency and Energy Services Directive
applies to the UK as a whole and as such this Action Plan has been drawn up in
consultation with the devolved administrations, and where policies do not apply UK-
wide or where different policies apply in different countries within the UK, this has been
made clear.

Monitoring Delivery

17.

18.

The delivery of the polices and measures set out in this plan will be reported on annually
in the report to Parliament, required under the Climate Change and Sustainable Energy
Act 2006.

Further Action Plans must be submitted to the European Commission in 2011 and 2014
which will include an analysis and evaluation of measures set out in preceding Action
Plans and progress towards meeting the energy saving target.

9 www.archive2.official-documents.co.uk/document/cm61/6168/6168.pdf

10 DTI 2003 Our Energy Future: Creating a Low Carbon Economy. Cm5761
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19. Under Article 4 of the Energy End-Use Efficiency and Energy Services Directive the
United Kingdom has adopted and aims to achieve an overall national indicative energy
savings target of 9% over the period 2008 to the end of 2016.

20. The target is expressed in absolute terms in TWh or equivalent and the Directive sets out
a methodology which must be used to establish the target.

21. The target consists of 9 % of the annual average amount of annual final inland energy
consumption of all energy users within the scope of this Directive based on the most
recent five-year period prior to the implementation of the Directive.

22. The Directive allows energy savings that result from energy efficiency improvement
measures initiated in a previous year, not earlier than 1995, and that have a lasting
effect to be taken into account in the calculation of the annual energy savings. However,
we have determined that in the UK we will only take into consideration measures since
the adoption of the UK Climate Change Programme in 2000.

23. The table below sets out the calculation of the national energy saving target for the
United Kingdom which is 136.5 TWh by the end of 2016.

Table 2: Calculation of the national saving target (TWh)

2001 2002 2003 2004 2005
Elec. |Other| Total | Elec. |Other| Total | Elec. | Other | Total | Elec. |Other| Total | Elec. | Other | Total
Final inland 320 | 1391 | 1711 321 | 1341 | 1662 319 | 1339 | 1657 321 | 1344 | 1665 327 | 1326 | 1654
energy
consumption [1]
energy 0 160 160 0 151 151 0 143 143 0 141 141 0 142 142

consumption of EU-
ETS installations [2]

energy 2 3 5 2 3 5 2 3 5 2 3 5 2 3 5
consumption of
armed forces [3]

Total energy 2 163 165 2 154 156 2 146 148 2 144 146 2 145 147
consumption of

exemptions

Final inland 318 | 1228 | 1546 | 319 | 1187 | 1506 | 317 | 1192 | 1509 | 319 | 1200 | 1519 | 325 | 1181 | 1506
energy

consumption in
scope of ESD

Of which: 560 553 560 565 546

Households

Tertiary sector 229 204 205 211 211

Industry (ESD 259 244 233 228 230

scope)

Transport 497 505 510 515 519
Average over 5 year 1517
period
9% energy saving 136.5
target [4]

Notes:

[1] Final consumption data is taken from the Digest of UK Energy Statistics (DUKES), i.e. it is based on official national statistics. 2005 data
is the most recent available and so the 5-year average is taken as the average from 2001 to 2005 inclusive.

[2] EU-ETS coverage is derived from participants’ reports under Phase 1 of the ET Directive in 2005 and is at the installation rather than
company level. The proportional coverage of the industry sector and public sector is then assumed constant for years 2001-2004.

[3] Military applications comprise energy consumption by the army, air force and navy only.

12 [4] The target, and energy savings that contribute to meeting this target, are measured on a delivered energy basis
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Interaction with the EU-Emissions Trading Scheme

24.

25.

Energy use covered by the EU-Emissions Trading Scheme and national armed forces is
outside the scope of the Energy End-Use Efficiency and Energy Services Directive and
therefore is not included in the calculation of the target; equally action to improve
energy efficiency in installations covered by the EU Emissions Trading Scheme will not
count towards achievement of the target.

Nevertheless, in order to provide a comprehensive picture of action to improve energy
efficiency this Action Plan includes details of policies and measures in this sector.

Interim Target

26.

27.

The Directive also requires Member States to set an indicative energy savings target for
the third year of application of the Directive (by the end of 2010).

The interim target for the UK will be 136.5 TWh, equivalent to the 9% target for the
entire target period to 2016.

Achieving the Target

28.

The table below summarises the key policies and measures that will deliver the savings
necessary to meet the target. Further information on the methods used to measure
savings from past measures and the expected methods to be used to measure savings
from current and future measures are set out in Annex A. The table shows that the UK
expect to exceed the 9% target, delivering 272.7 TWh in savings by the end of 2016,
equivalent to a saving of 18% over the target period.
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Table 3: Energy Savings associated with UK energy efficiency policies and measures

Energy efficiency improvement
programmes, energy services, and other
measures to improve energy efficiency
planned for achieving the target

Annual energy
savings expected
by end of 2010

Annual energy
savings expected
by end of 2016

Annual energy
savings expected
by end of 2020

Measures in the Household Sector: TWh MtC TWh MtC TWh MtC
Energy Efficiency Commitment Phase 1 (EEC1) 3.1 0.3 3.1 0.3 3.1 0.3
Energy Efficiency Commitment Phase 2 (EEC2) 7.8 0.5 7.8 0.5 7.8 0.5
Carbon Emission Reduction Commitment (CERT) 14.2 1.0 15.5 1.1 15.5 1.1
Supplier Obligation 0.0 0.0 31.2 2.2 50.2 3.5
Northern Ireland Energy Efficiency Levy 0.4 0.0 0.4 0.0 0.4 0.0
Fuel Poverty Schemes 2.7 0.4 2.8 0.4 2.8 0.4
Energy Performance of Buildings Directive (EPBD) 3.5 0.2 7.6 0.4 10.1 0.6
Building Regulations England & Wales 2002 11.4 0.6 12.5 0.7 12.5 0.7
Building Regulations E&W 2005/6 13.2 0.7 33.8 1.8 49.4 2.6
Building Regulations Scotland 2007 1.8 0.1 4.7 0.2 6.8 0.4
Building a Greener Future 0.0 0.0 4.2 0.2 22.6 1.2
Billing and Metering 2.6 0.2 5.8 0.4 5.8 0.4
Product Policy 6.6 0.6 11.2 1.0 14.2 1.3
Package of Measures 1.4 0.1 1.5 0.1 1.5 0.1
Measures in the Private and Public Sectors: Twh MtC TWh MtC TWh MtC
Building Regulations E&W 2002 5.9 0.4 6.5 0.4 6.5 0.4
Building Regulations E&W 2005/6 3.2 0.2 12.0 0.7 19.0 1.2
Building Regulations Scotland 2007 0.5 0.0 1.9 0.1 3.1 0.2
Carbon Reduction Commitment (CRC) 1.1 0.1 6.3 0.6 11.8 1.1
Product Policy 2.2 0.2 8.1 0.7 12.1 1.1
Energy Performance of Buildings Directive 0.0 0.0 4.8 0.4 8.1 0.6
UK Emissions Trading Scheme (UKETS) 3.5 0.3 3.5 0.3 3.5 0.3
Carbon Trust programmes 14.6 1.1 14.6 1.1 14.6 1.1
Private sector specific:

Climate Change Agreements (CCAs) excl EUETS 3.9 0.3 3.9 0.3 3.9 0.3
Smart metering 1.3 0.1 2.1 0.2 2.7 0.2
Carbon Trust SME fund 1.2 0.1 1.3 0.1 1.3 0.1
SME measures 1.2 0.1 1.2 0.1 1.2 0.1
Public sector specific:

Devolved Administrations 3.7 0.3 4.1 0.3 4.1 0.3
Revolving Loan Fund 1.1 0.1 1.2 0.1 1.2 0.1
Measures in the Transport sector: TWh MtC TWh MtC TwWh MtC
Voluntary Agreement Package 34.1 2.3 45.5 3.2 48.0 3.5
Future Agreements 1.0 0.1 10.6 0.7 257 1.8
Local Authorities Policies 2.7 0.2 3.0 0.2 3.0 0.2
Total Energy and Carbon Savings 149.9 10.6 272.7 18.8 372.5 25.7

29. Chapter 3 — Delivering the Energy Savings — sets out in more detail, on a sectoral basis,
the policies and measures the Government has put in place to meet the target.




Chapter 3 - Delivering the Energy Savings — Energy Efficiency Policies and Measures

30. This chapter sets out, by sector, the policies and measures currently in place in the UK to
improve energy efficiency.

The Household Sector

Summary of measures
To improve the energy efficiency of new homes, we:

¢ have introduced revisions to Building Regulations (England and Wales), improving
energy efficiency standards so a new home built in 2007 is 40% more energy efficient
than one built in 2002;

® have put in place measures to ensure compliance with these new standards;

® have introduced revised energy standards in Scottish Building Regulations so a new
home is at least 40% more energy efficient than one built in 2002, which together
with new planning guidance for on-site low and zero-carbon equipment will reduce
CO2 emissions for many developments by at least 55%;

* have introduced, in England, a Code for Sustainable Homes to drive a step change in
the building of new sustainable homes — with a ‘star rating’ for new homes depending
on their efficiency — ensuring that all homes funded by Government built by registered
social landlords comply with a 3 star rating;

e propose to make all homes in England zero carbon by 2016, with interim targets
between then and now, with potential carbon savings of between 1.1 and 1.2 MtC
per year by 2020;

* have introduced a requirement, in Wales, that all new buildings, including housing,
funded or built on land disposed of by the Assembly Government meet the Ecohomes
Excellent environmental standard;

® have, in Wales, set an aspirational target that all new buildings will be zero-carbon
from 2011;

o will further reduce the energy footprint of all new homes in Scotland;

e will lead the way in low-carbon developments, identifying innovation gaps,
accelerating technology which has not yet reached the market and assessing the
impact of low-carbon heat and power generation; and

e will continue to promote and encourage the use of low or zero-carbon micro-
generation technologies.

To improve the energy efficiency of existing homes, we:

e will continue to strengthen the Energy Efficiency Commitment, with the third phase of
the scheme from 2008-2011, to be known as the Carbon Emissions Reduction Target,
potentially saving 1.1 MtC per annum by 2010;
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Summary of measures (continued)

will drive further energy efficiency improvements in the home through a continued
obligation on energy suppliers until at least 2020;

have set minimum requirements for efficient heating and thermal comfort for social
landlords using the Decent Homes Standard, and other mechanisms in the devolved
administrations;

are continuing to improve energy efficiency of the homes of vulnerable groups by
tackling fuel poverty, through the Decent Homes Standard in social housing, and Warm
Front and other programmes elsewhere; and

have introduced various financial measures to incentivise energy efficiency, including a
reduction on VAT for professionally installed energy saving materials and the Landlord’s
Energy Saving Allowance.

To improve the energy efficiency of products in the home and workplace we:

are working in the EU to rapidly adopt ambitious minimum performance requirements
for 21 priority products, and also by promoting international co-operation on standards
and labelling;

will use the Market Transformation Programme to help Government and industry work
together to deliver sustainable products;

are working with manufacturers and retailers of lightbulbs to phase out inefficient light
bulbs for domestic use by 2011, saving up to 1.2 MtC by 2020 and around £30 on the
average domestic electricity bill; and

will set high efficiency standards in Government procurement to achieve value for
money, improve Government’s own energy efficiency and develop the market for more
efficient goods.

To communicate the importance of energy efficiency, and encourage the uptake of energy
efficient goods and measures in the home we:

have launched a cross-Government multi-media communication and marketing
campaign to raise awareness of the contribution individuals make to CO, emissions,
and the simple ways in which they can act to help tackle climate change. The campaign
carries simple call-to-action branding: Act on CO,, and is part of Defra’s wider Climate
Change Communications Initiative;

will provide information on the energy efficiency of homes sold or rented through
Energy Performance Certificates, indicating how to improve energy efficiency;

will seek to create a market for “green” financial products designed to help
householders invest in energy efficiency measures and microgeneration;
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Summary of measures (continued)

* will continue to support the vital work of the Energy Saving Trust as they promote
energy efficiency across the household sector in the UK though advertising programmes,
advice centres and the endorsement of energy efficient products; and

e will roll forward a package of measures to get smart meters or visual display units into
the household sector in the next decade, and provide more detailed information on
customers’ bills, so householders have a greater understanding of their energy use.

Summary of energy savings

Policy Expected Expected Expected
energy energy energy
and carbon and carbon and carbon
savings in savings in savings in
2010 2016 2020
TWh | MtC | TWh | MtC | TWh | MtC
Energy Efficiency Commitment Phase 1 (EEC1) 3.1 0.3 3.1 0.3 3.1 0.3
Energy Efficiency Commitment Phase 2 (EEC2) 7.8 0.5 7.8 0.5 7.8 0.5
Carbon Emission Reduction Commitment (CERT) 14.2 1.0 15.5 1.1 15.5 1.1
Supplier Obligation 0.0 0.0 31.2 2.2 50.2 3.5
Northern Ireland Energy Efficiency Levy 0.4 0.0 0.4 0.0 0.4 0.0
Fuel Poverty Schemes 2.7 0.4 2.8 0.4 2.8 0.4
Energy Performance of Buildings Directive (EPBD) (1) 3.5 0.2 7.6 0.4 10.1 0.6
Building Regulations England & Wales 2002 1.4 0.6 12.5 0.7 12.5 0.7
Building Regulations E&W 2005/6 13.2 0.7 33.8 1.8 49.4 2.6
Building Regulations Scotland 2007 1.8 0.1 4.7 0.2 6.8 0.4
Building a Greener Future — Toward szero-carbon homes 0.0 0.0 4.2 0.2 22.6 1.2
Billing and Metering 2.6 0.2 5.8 0.4 5.8 0.4
Product Policy 6.6 0.6 11.2 1.0 14.2 1.3
Package of Measures, (2) 1.4 0.1 1.5 0.1 1.5 0.1
TOTAL HOUSEHOLD SECTOR 68.7 4.7 142.1 9.3 | 202.7 13.1
Notes:

(1) EPBD savings in the Energy White Paper (EWP) do not include 0.2MtC/y in the Household sector for 2010 and subsequent years
which arise from advice on heating systems, including early replacement of inefficient boilers. These savings had already been
identified in the Climate Change Programme 2006 and included in the EWP baseline. The full savings are included here.

(2) Package of Measures includes the Green Landlord Scheme, improved enforcement of Building Regulations, reduced VAT for wood
fuelled plants and the Low Carbon Building Programme.

(3) Annex A gives further information on the methods used to estimate likely energy and emissions savings, the methods used to
measure savings from past measures, e.g. EEC1, and the expected methods to be used to measure savings from current and future
measures.

31. Some 40% of the UK'’s total carbon emissions are directly attributable to decisions made
by citizens. Of energy used in the home, about 75% is for provision of space heating
and hot water with the remainder used for cooking, appliances and lighting.
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Figure 1: Carbon dioxide emissions from the UK economy (MtC)
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32.

33.

Demand for energy services in the household sector is expected to grow by an average
of 2.5% per annum over this decade, equivalent to 0.85 MtC per year. Historically

this increase was partly offset by improvements in energy efficiency of 1% per annum
(due to improvements in building standards amongst other things) giving a smaller net
increase in energy consumption. We expect energy efficiency improvements to fully
offset growth in energy demand from about 2010 as existing policies take full effect. To
be consistent with the trajectory to our 2020 and 2050 objectives, we would need to
see demand for grid-based energy falling at around 1.8% per year.

We estimate that there is potential to reduce emissions from households by around a
quarter, using established technologies available today. Despite the cost savings they
could make by improving the energy efficiency of their homes and avoiding energy
waste, consumers are often unwilling or unable to do so. As set out above (para 8),
there are a number of well understood market failures and other barriers which explain
this. Government needs to respond to these market failures and barriers if the potential
savings are to be realised.




Chapter 3 — Delivering the Energy Savings — Energy Efficiency Policies and Measures

34. There are two reasons why the UK’s climate change programme includes a diverse range

of policy interventions targeting this sector:

e there are a large number of different actors who make decisions about different
elements of household energy usage. Consumers choose the products and
appliances that they install in their homes and how they are used, while appliance
manufacturers and retailers decide the energy standards of appliances and how they

are sold, while it is developers and builders who design and construct new dwellings.
Al respond to differing signals and incentives; and

o different types of policy interventions are required to tackle the varying barriers,
from regulatory approaches such as product and building standards to information,
awareness raising and encouragement, to support programmes including subsidies
or fiscal incentives, where appropriate.

Table 4: Different policies are needed to tackle the barriers to energy efficiency.

Instrument

What problem does it tackle?

Examples

Regulation

Hidden costs, irrational consumer
behaviour, market failures, split
incentives

Building and product standards

Grants and fiscal
incentives

Hidden costs, savings not
material, inertia and lack of
consumer interest, split incentives
— landlord/ tenant

Warm Front, EEC subsidies,
Reduced VAT, Low Carbon Buildings
Programme

Information and
awareness raising

Lack of awareness or wrong
information about costs and
benefits of energy efficiency

Energy Saving Trust activities, Product
labelling, Energy Performance
certificates, Real-Time Displays, CO,
Calculator, ‘Act on CO," campaign,
Climate Challenge Fund projects

Voluntary agreements

Slow implementation of regulation

Appliance manufacturers and retailers

Public sector leadership

Public need for leadership and
sense that Government takes
issue seriously

Public sector carbon and energy
efficiency targets

R&D - innovation

Need for new products — new
applications or improved
efficiency.

Development of LED lighting,
vacuum panel refrigeration, solid wall
insulation etc.

35. In summary, energy efficiency is a complex area that requires the deployment of a range
of instruments to tackle household emissions and deliver the savings we need from
this sector. The challenge comes down to how we can successfully mobilise millions of
individuals, households and organizations to change their behaviour and make more
energy efficient choices and purchasing decisions.

Energy Efficiency Targets in the Household Sector

36. The Sustainable Energy Act 2003 required the Government to publish a statutory aim
for residential energy efficiency in England. This requirement was fulfilled in the 2004
Energy Efficiency Action Plan, which set out an aim to save 3.5 million tonnes of carbon

per year by 2010 through energy efficiency measures in the residential sector in England.



20

UK Energy Efficiency Action Plan

37.

38.

39.

The ambition-level of the aim was determined during development of the 2004 Action
Plan, and is based on the data and evidence available at that time. The Government
therefore intends to revisit the aim later this year to test it against the latest evidence
base, which has been augmented significantly since 2004, including through experience
from the second phase of the Energy Efficiency Commitment.

A further target was set in the Housing Act 2004, which requires the Secretary of State
to take reasonable steps to improve residential energy efficiency in England by at least
20 per cent by 2010 from a year 2000 baseline.

Although the two targets use different metrics, they reflect a similar outcome in terms
of the required improvement to the energy performance standards of housing.

Towards Zero-Carbon Homes

Building Regulations

40.

41.

42.

43.

Carbon emissions from buildings account for 45% of total emissions, with housing
making up 27%. So improvements in the energy efficiency of our homes will make a
significant impact on our carbon reduction goals. Minimum energy efficiency standards for
new housing in England and Wales are contained in Part L of the Building Regulations."
Revisions to the Regulations in 2002, 2005 (covering new boilers and windows) and 2006
have significantly improved the energy performance standards of new houses, so that a
house built today will be 40% more efficient than one built before 2002.

Around 30% of the houses that will be standing in 2050 are yet to be built,
representing about nine million new homes. It is vital that these homes are built to
the highest possible energy efficiency standards. We propose to do this by progressive
tightening of Building Regulations, accompanied by guidance, improved regulatory
compliance, promotion of best practice and research into the buildings of the future.

In the consultation ‘Building a Greener Future: Towards Zero Carbon Development'!?
we have proposed that, by 2016, all new homes built in England should be zero carbon.
This means that, over a year, the net carbon emissions from a