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Summary

In general, we welcome the tone and some of the content of the consultation paper. It seems
honest about the scale of the energy efficiency challenge facing Scotland and in some cases is
helpful about the policies and programmes needed to meet that challenge. In particular, we would
highlight the following welcome acknowledgements:
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Ambition

Achieving a 42% reduction in emissions in a little over 10 years will be a very significant challenge,

and is one that all sectors of the economy must rise to. However, given the fact that energy

efficiency in buildings is the cheapest, quickest and most effective means of delivering emission

reductions, and given the political and practical difficulties in achieving emission reductions in some

other sectors of the economy, we would urge the Scottish Government to consider going beyond
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level of ambition should be investigated.
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Targets

In setting energy efficiency targets, we recommend that the Scottish Government set a date by

which they will set their targets in total consumption terms, and until that point use the same
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include penalties for bodies that miss their targets, and perhaps rewards for bodies that

significantly exceed their targets.
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Finance

However, while the consultation paper is honest about acknowledging the scale of the problem, we
are disappointed in particular that discussion of how the required improvements will be financed is
not explored in more depth. Since finance is probably the most significant barrier to achieving our
aims, this is a major shortcoming. Specifically, we believe Scottish Government investment in
energy efficiency must undergo a step-change in the very near future. This is the case both for
direct investment in energy efficiency, for example through the Energy Assistance Package or the
Central Energy Efficiency Fund; and for indirect investment through loans funds that stimulate
investment from the private sector. It is clear that unless the Scottish Government radically
increases its investment in energy efficiency immediately, it will miss its target to reduce
greenhouse gas emissions by 42% by 2020.

Regulation

It is vital that the Scottish Government make use of its new powers to require building owners to
undertake energy efficiency improvements. We would urge that in domestic buildings, it should use
them from 2015 for the rented sectors, and consider using them for the owner-occupied sector if
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feasible. The regulations should also be used in the non-domestic sector, perhaps at point of sale /
rental.

Specific consultation questions
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achieved or total consumption? Or are there alternative ways in which a target should be set and
monitored? If so, what would be the benefits of such an approach?

We believe the main energy efficiency target should ideally be based on total consumption, since
this provides the best indicator of whether Scotland is successfully tackling energy wastage and
whether emissions cuts from energy efficiency are actually being achieved.

In addition, as the consultation document correctly identifies, EU member states are required to
adopti KS Wi 2 U f apfdadc)f éndevihelfiUAERerg\CEnd Use Efficiency and Energy
Services Directive. Of course, Scotland is not currently an EU member state, so is not required to
adopt the same approach, but for the sake of consistency, and in order to assist with the UK
requirement in this regard, we would recommend it is followed.

We believe that the argument set out in the consultation document ¢ that setting a target in terms
of total consumption would lead to unintended consequences ¢ has been overstated. A target
framed in terms of total consumption will have the same effect as any other target: that
Government will invest, and encourage others to invest, in energy saving equipment. What differs
is not the policies to deliver that energy saving, but the accuracy and measurement of the success
of those policies.

However, as has also been correctly identified in the consultation document, the standard of data

on energy consumption trends in Scotland will need to improve if the target and reporting are to be

set in terms of total energy consumption. We would therefore recommend that the Scottish

Government set a date by which they will set their targets in total consumption terms ¢ we would

suggest a maximum of three years from publication of the final Action Plan would be ample ¢ and
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should Scotland be in its energy efficiency targets compared to the UK?

Any energy savings achieved should take into account UK programmes: clearly the largest
contributor to domestic energy saving at present is CERT which is a UK-wide programme and it
would not be sensible or practical to ignore the impact that, or any subsequent supplier obligation
makes.

However, there is scope both for Scotland to ensure it gets its fair share of energy saving activity
under the supplier obligation, but also to set more ambitious energy saving targets than the rest of
the UK.

Association for the Conservation of Energy



SCOTTISH ENERGY EFFICIENCY ACTION PLAN RESPONSE January 2010

Firstly, it is vital that Scotland gets its fair share of energy saving activity because energy bill payers
throughout Great Britain are all contributing to the supplier obligation, and if bill payers in Scotland
are receiving less in return than other parts of Great Britain, this effectively represents a transfer of
resources from Scotland to the rest of Great Britain. Given the relative levels of income and fuel
poverty in Scotland, this is potentially deeply inequitable and regressive.

One way to ensure Scotland receives its fair share of energy saving under UK programmes is to
ensure that measures receive the credit for the actual energy and carbon saved, rather than
assuming measures save the same amount of energy no matter where in the country they are
installed. For example, a cavity wall insulation job in a 3-bed semi in Kirkwall will save more energy
than the same installation in Cornwall, due to colder climate and longer heating regimes. However,
current UK schemes do not recognise this, hence installation of measures tends to be higher where
they can be achieved at least cost, i.e. in the South East of England.

Secondly, there is also scope for Scottish energy saving targets, while taking into account UK

programmes, to go further in ambition. The obvious reason to do this is because our interim carbon
reduction target is more ambitious than the UK target. Achieving a 42% reduction in emissions in a

little over 10 years will be a very significant challenge, and is one that all sectors of the economy

must rise to. However, given the fact that energy efficiency in buildings is the cheapest, quickest

and most effective means of delivering emission reductions, and given the political and practical

difficulties in achieving emission reductions in some other sectors of the economy, we would urge

the Scottish Government to consider going beyond 42% emissions reduction from buildings.
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be the target ¢ and the feasibility of going beyond that level of ambition should be investigated.

Q 3: What approach do you consider we should take to setting out how different sectors will
contribute to our target? What further evidence should be collected and assessed?

We are concerned that the consultation document proposes a single target which encompasses
both public and private sectors. This is unacceptable, since it makes achieving the target in either
sector more difficult, and ascertaining whether or not the target has been achieved more difficult
still. It adds opacity to the process, when transparency is needed. We would therefore urge the
Scottish Government to adopt two separate targets: one for the private sector, and one for the
public.

We can see why a single target encompassing the two sectors has been set: the UK action plan sets

a single target for the two sectors, and many policies cover both sectors; but we do not believe this

is sufficient justification for amalgamating the two separate sectors into a single target. Unless the

sectors are given their own individual targets there will be a greatdealof WLJF & 3 Ay 3 ( KS 0 dz
between sectors thus increasing the likelihood that targets will be missed. In order to ensure full

transparency, and in order to increase the likelihood of the targets being met, each sector must

have its own targets.
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approach as set out in the consultation document, and ideally one that is more ambitious still. As
discussed above and below, there is scope and opportunity for Scotland to be significantly more
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ambitious than the rest of the UK in energy savingY (1 KS LINRLJ2al fa asSd 2dzi
consultation document do not appear particularly ambitious to us: more ambition is needed.

In addition to the above, we urge the Scottish Government to set a target for the public sector to
reduce final energy demand by 5% per annum until 2020. More importantly, however, there should
be penalties for public sector organisations that fail to meet this target. This is because aspirational
targets are rarely achieved: public sector organisations do not achieve specific aims on a whim and
a good intention: they achieve specific aims because they are required to in law, or because they
will receive financial penalties if the aims are not achieved. One case in point is recycling: after
years languishing at the bottom of the European league table for recycling, Scottish councils are
steadily improving the percentage of their municipal waste recycling rates because they face stiff
penalties if they fail to meet their targets.

Another vitally important reason for the public sector to have a highly ambitious target which is
then met is that in order to ensure behaviour changes in the general public, people must see that
the public sector is leading by example. We expand on this point in answer to question 6 on
behaviour change below.

We acknowledge that in the context of the current relationship between central and local
government, with single outcome agreements and the progressive removal of ring-fencing, the
imposition of a statutory duty or stiff fines may seem out of step. This is not the case, however:
what we are proposing is completely in step with the current move to both transfer responsibilities
and remove restrictions on funds. We are specifically not proposing the re-introduction of ring-
fenced funding for energy efficiency: rather we are suggesting the transfer of a statutory
responsibility from central to local government. If local government feel they cannot meet this new
responsibility without additional funding from central government, they would in our view be
perfectly justified in demanding that funding.

Q 4: What evidence do you have to suggest that the different levels of saving identified in the
broad sectoral indications may or may not be achievable?

Given the comments by lan Marchant, CEO of Scottish and Southern Energy, as set out in paragraph
4.33 of the consultation document (i.e. that the purpose of targets is to stretch and change
behaviour) we should have thought that an assumption should be made that ambitious targets are
achievable unless strong evidence exists to the contrary.

We certainly know of no evidence to suggest that highly ambitious energy saving targets cannot be

achieved. Indeed, the converse is true: numerous studies, including our own recent sidzReé T W2 | N
Homes, GrS S y w&g'a:sés €hat there is no fundamental or structural barrier to achieving the

benefits that will accrue from achieving ambitious targets. What is currently missing, however, is

the political will, the significant investment and the green skills strategy to convert rhetoric into

reality.

Q 5: What other research do you think is required, with specific reference to energy efficiency
and behaviour change?
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The first step in terms of research into behaviour change should be a review of the Scottish
GZIOSNYYSYyiQa OdzaNNByid FyR LI ad 0SKI @A 2 dzNddnty R | 4
outlines, there have been myriad different Scottish Government-funded campaigns over the years,
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another poorly planned and ill-thought-out campaign is launched, the Scottish Government should

take stock: what has worked in previous campaigns and how can that be replicated? What has not

worked in previous campaigns, and how can we ensure the same mistakes are not repeated?

In particular, it is not clear to us whether any attempt has been made in previous campaigns to

segment the target audience, or to learn lessons from psychographic mapping techniques. For

exampleli KS W@ f dzS§84 Y2RSaQ | LIWNERI OK G2 06SKI @A 2dzNI C
identifies values which drive behaviour, which in turn drive opinion. This approach segments the UK
populationinto W& S {1 f S NBE Q LINP LI Byobt M E:r dubfiRdesThe key to a

successful behaviour change campaign, they argue, lies in successfully segmenting and identifying

the values of your target audience, not in providing ever more information.

It would appear that no attempt has been made by the Scottish Government to learn from this
approach. For example, the consultation document cites the need to deliver better public

understanding in order to ensure that people are motivated to act. This is the precise opposite of
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presented in the consultation document: while awareness of environmental problems is high

amongst Scots, converting that awareness into action is generally poor.

Q 6: What more do we need to do to change attitudes and influence behaviour?

As outlined above, the problem is not information: it is motivation. Far more work is needed to

establish what motivates Scots to change their behaviour. In our view, in addition to the work on

values outlined above, reasons for lack of motivation will likely include issues such as leadership

from the public sector; consistency between Government policies and pronouncements;

consistency of message over time; avoiding tokenism; looking to messages which resonate wider

than the environmentat Y S& &l 38 o0F2NJ SEIF YLX S wal g8 Ol aKQ A
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To look at some of these issues in more detail, it is clear from research by Futerra Communications

published by the United Nations Environment Programme ¢ and indeed replicated in other research

¢ that any behaviour change campaign will be seriously undermined if the public perceive a

significant gap between Government rhetoric and realitys. For example, if Government undertakes
campaigns to urge Scots to take action to make their homes more energy efficient, yet energy use
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likely to take action and more likely to ignore future campaigns. It is clear therefore that a lack of

consistency not only reduces the effectiveness of the current campaign, but makes it more likely

that future calls to action will be ignored. Recent research by Ipsos Mori confirmed this point:
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estates should also do so, for instance turning off council office lights at night. Participants
are adamant that there is no excuse for wasting endrgm the very people calling for
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Most of the available evidence suggests that long-term, consistent messages are needed in order to
encourage behaviour change. If Government campaigns last only a matter of months, and then
change branding or livery or ¢ worse ¢ the message, this further undermines the effectiveness of
any campaign. Behaviour change work must be consistent over time.

There is also a distinct danger, in much of the communication coming from or funded by

Government, of tokenism. Much Government communication suggests that small steps are needed,
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be not only around the little things, such as light bulbs, but around the bigger things too, such as

community heating and solid wall insulation roll-out on a massive scale.

Overall, however, we need to be realistic about the reduction in both overall energy demand and
carbon emissions that can be achieved by behaviour change. For example, recent UK Government
claims that electricity display devices can lead to changes in behaviour which deliver emissions
savings up to 15 years from the date of the device first being installed are simply not credible. It is
clear that the most effective way to improve energy efficiency in buildings is to install physical
measures, whether they be insulation, efficient heating or glazing, controls or a combination of all
of these. The best way to ensure these physical measures are installed is to reduce the barriers ¢
both financial and otherwise ¢ to installation, and ultimately, for the minority who do not respond
to incentives, to require installation.

Q 7: Various organisations, including EST and the Carbon Trust (which deals primarily with the
business and public sectors, see chapters 8 and 9) are currently involved in public engagement.
Should we seek to develop a single brand for all energy saving advice in Scotland? If so, why?

Yes. Indeed, we would go further and urge that the two organisations should be merged. Small
businesses in particular complain that they are not well served by either organisation, and we have
long advocated that the EST and Carbon Trust should be merged into a single energy saving
organisation in order to avoid confusion amongst the general public. However, such a merger
should not be used as an excuse to cut budgets: the budget of the merged organisation should be
expanded, to take into account the significant challenge that will be faced in achieving our energy
saving targets.

Q 8: Do you agree that these are the key concerns for Scottish Government to consider when
developing action on energy efficiency in housing?

We broadly agree with the key concerns outlined on page 60, although we are surprised that no

mention is made of fuel poverty and Government efforts to tackle it. It is in our view essential that
STF2NI A& (G2 AYLINR@YS (GKS SySNHeE&e SFFAOASyOe 27F {
emissions and fuel poverty, since the Scottish Government has statutory targets in both of these

areas. There is a danger in the current rush to cut greenhouse gas emissions that fuel poverty may

drop down the priority list. This cannot be allowed to happen.
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In more detail, we would comment as follows:

We agree that effort should be made to encourage behaviour change as well as to install physical
measures into buildings, since some research suggests the emissions from identical buildings can
vary by as much as a factor of two depending on the behaviour of the building occupants.

However, the evidence that behaviour change will deliver emissions reductions over time is not
nearly as robust as the evidence that physical measures will deliver the same. We would therefore
urge caution in ascribing emissions reduction figures to behaviour change measures. For example, a
recent UK Government consultation document suggested that real-time display devices deliver
emission savings up to 15 years after they are installed. This is simply not credible: all evidence
suggests RTDs deliver good short-term emission savings, but that these are not sustained over time.

We agree that early action should be focused on the private sector. We would further argue that
the private rented sector, where energy efficiency levels are significantly worse than other sectors
and where the split incentive inhibits progress, should be the first priority for action. Indeed, since
the social rented sector is already required to achieve NHER 5 by 2015 under the Scottish Housing
Quality Standard, we would argue that this is simply raising the private rented sector up to the
standard of the social rented sector. However, it is clear that NHER 5 will not be sufficient to
achieve statutory targets on fuel poverty or climate change emissions, so an escalator will be
required to raise this minimum by 1 NHER point every 12-18 months thereafter.

We agree that additional work will be required in the social rented sector: as noted above, NHER 5
will not be sufficient to meet fuel poverty and greenhouse gas emission targets. We would suggest
an escalator to increase the minimum standard by 1 NHER point every 12-18 months, as outlined
above. In the interests of equity, we would suggest that both private and social sectors must meet
the same energy efficiency standards at the same time. We would also suggest an urgent review is
required to stop the absurd practice of HAG grants being cut to social landlords who build more
energy efficiency properties. This sends the signal that innovative landlords are to be discouraged:
precisely the opposite to the signal required.

We can see why the consultation document proposes to focus early activity on pre-1980 semi-
detached and detached homes, since emissions tend to be higher in these properties than in flats
or properties built after 1980. The same applies for off-gas grid properties and those heated by oil
or solid fuel. This group of properties would appear to be a candidate if the only policy priority were
emissions reduction.

However, it is vital that tackling fuel poverty is given equal priority in policy terms. To this end, we
would suggest the roll-out of the Home Insulation Scheme, or subsequent area-based schemes,
should have two strands: one primarily tackling fuel poverty, and the other primarily targeting the
greatest emissions reductions. The former would focus on geographical areas where low incomes
and lower-than-average energy efficiency levels overlap. The latter would focus on the pre-1980
detached and semi-detached homes, as well as the properties heated by solid fuel and oil
mentioned above. In some areas, these two priority groups may overlap: these should be given top
priority.
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We agree that a balance must be struck between built heritage and energy conservation aims in the
historic building stock. However, that balance requires compromise from both sides. While some
built heritage bodies such as the National Trust for Scotland are doing excellent work in promoting
appropriate energy efficiency measures in their historic properties, some other built heritage
bodies are dragging their feet on energy efficiency. This is an unacceptable situation: Ministers
must ensure that Scottish Government agencies are not obstructing democratically determined
policy aims.

Finally, we agree that for some of the worst properties in the bottom quartile of energy
performance, demolition and rebuilding from scratch will be a more sensible option, in both
financial and energy terms (even taking embodied energy into account), than undertaking
expensive refurbishment. However, any such assessment must take into account those living in
these properties: communities must not be torn apart by ill-thought-out demolition jobs.

Q 9: What do you think are the key issues that the Scottish Government should consider in the
design and location of new housing and the maintenance and improvement of the existing
housing stock to ensure that they are adapted to future climatic conditions?

We agree that, even with strong mitigation measures, some climate change is inevitable. We
GKSNBT2NBE |INBS GKIFIG YSFada2NBa G2 Syadz2NB | RIE LI
climate change must be considered for both new and existing buildings. We would suggest the

likely climate impacts on Scotland outlined by the IPCC are considered when future changes to

building regulations and built environment policy are prepared.

Q 10: With regard to traditional and historic buildings as defined in footnote 112, what do you
think are the most important energy efficiency issues?

We agree that the energy efficiency measures appropriate in traditional and historic buildings are
often not the same measures that are appropriate in modern buildings, and that use of
inappropriate measures such as non-permeable insulation on a solid stone-built property can lead
to unforeseen problems. The Government and its agencies clearly have a role here in educating and
informing owners of traditional buildings of appropriate measures that can be taken to improve
energy efficiency.

We commend the work being undertaken by bodies such as Historic Scotland, Changeworks and
the National Trust for Scotland, to examine and trial measures that can be taken in traditional
buildings to improve energy efficiency. Such research and pilot projects are valuable and should
continue, where gaps exist in our knowledge of how to improve the energy efficiency of traditional
buildings. However, in many respects we know the measures which can be taken in traditional
buildings, and it is not our technical knowledge but outdated planning and traditional building
policies that are the barriers to greater energy efficiency.

To this end, therefore, it is essential that policies which apply to historic and traditional buildings
are reviewed to examine their compatibility with the need to cut emissions from the built
environment and tackle fuel poverty. One example of a counterintuitive policy which must be
changed includes the obsession with double glazing amongst certain historic environment bodies.
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The suggestion that a timber-framed double or triple glazed unit can be distinguished from a single-
glazed unit by a passer-by in the street is in most cases risible.

Even where such a change can be distinguished, does it always matter? So long as the character of
the replacement window is broadly in line with the original, a slight difference in appearance
should not in most cases be a barrier to greater energy efficiency. In planning and built
environment policy there should therefore be a presumption in favour of energy saving or
microgeneration work going ahead, unless a significant harm to the built heritage value of the
property can be proved.

We are also concerned that, while much worthwhile research into energy efficiency in traditional
buildings is being carried out, good practice is frequently not translating from pilot projects into
mainstream practice. Much more effort is needed in terms of disseminating information and advice
to owners of traditional buildings. The lessons learned from such pilot projects also need to be
swiftly adopted as revised planning and built environment policies.

It is imperative that the Scottish Government bring its more dogmatic agencies into line on the
issue of energy saving in traditional buildings if it is to stand any chance of meeting its statutory
obligations under the Housing (Scotland) Act 2001 and the Climate Change (Scotland) Act 2009. This
is because energy efficiency levels are significantly lower in pre-1919 properties than they are in the
rest of the building stock (mean NHER of 5.1 compared to 7.3 in post-1982 properties)®.

Meanwhile, levels of fuel poverty are significantly higher in traditional buildings. 138,000
households (31.8%) of those living in pre-1919 stock in 2008 suffered the misery of fuel poverty,
while 52,000 (11.98%) suffered extreme fuel poverty’. This is higher than the mean fuel poverty
level of 26.5% and significantly higher than the 17.89% in post-1982 properties. The myth that only
rich people live in older properties is exactly that: a myth. Unless significant improvements are
made to the energy efficiency of traditional properties in the very near future, the Scottish
Government will fail in its statutory duty to end fuel poverty by 2016 and to cut greenhouse gas
emissions by 42% by 2020.

Q 11: What is the right balance in funding between Government, landlords and individual
households?

Since this is one of the most important questions to get right if Scotland is to fulfil its potential in
SYSNHe& STTAOASYyOe@ thatSiddsdrof thisis@emerRslorlylhdlfhfage i thet y 3
consultation paper.

Firstly, it is essential the Government fund measures to lift Scots out of fuel poverty, and commit
sufficient funding to this task in order to reach their statutory requirement by 2016. While the
Energy Assistance Package (EAP) is better at targeting those in fuel poverty than the Central
Heating Programme was in its latter years, it is still a long way from being sufficient. A doubling of
the current fuel poverty spend, from around £60m to around £120m per annum, is required on the
Energy Assistance Package alone.

In addition, the current funding cap of £6,500 per property under the EAP is too low to allow both
heat pump and solid wall insulation to be installed in most off-gas grid properties. This cap should
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be raised to allow installation of all measures required to lift such properties to NHER 8 or above ¢
since this is the energy efficiency level currently estimated by voluntary organisations such as

Energy Action Scotland t2 W T dzS {LINRPIZ @ SNk See b8 Buk & phbis@tedquestion 22
below.
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assistance in the future ¢ in other words, eligibility should be extended beyond those on benefits

and over 70 years of age. How this is achieved will be a challenge, but we understand examination
2F UKAAa A3daadzS F2N¥a LINI 2F GKS CdzSf t 20SNI &

Lastly on the issue of funding for those in fuel poverty, examination should be given to extending
the measures available for solid wall and off-gas grid properties under the EAP beyond solid wall
insulation and air source heat pumps (ASHP). While ASHPs are effective at delivering low and
moderate heating loads, they may struggle with larger properties or with particularly thermally
inefficient properties. Consideration should be given to including additional technologies in the EAP
such as ground source heat pumps, biomass boilers and solar water heating.

It is essential that the Home Insulation Scheme, or some such similar area-based energy efficiency
scheme, continue with changes ¢ and that the funding for this programme is dramatically
increased, ideally by a factor of 10 to around £150m per annum. We have made more detailed
comment about area-based schemes under question 73 below.

For the private rented sector, any regulation (see our response to Qs 16-24 below) must go hand-
in-hand with affordable finance. We do not, however, believe a case has been made to offer
Government grants to private sector landlords to improve the energy efficiency of their properties,
since they are effectively running a business and very few other business owners receive grants for
energy efficiency.

Rather, we believe the current Energy Saving Scotland Small Business Loans Scheme should be
expanded and improved. Specifically, we believe the loan period should be extended (perhaps to as
much as 20 years) for the less cost-effective measures such as solid wall insulation. For institutional
landlords it may make sense for the maximum loan to be increased, since these landlords will be
treating many different properties at the same time. Alternatively it may be more helpful to set a
maximum loan per property. It is also essential that the Scottish Government significantly increase
its efforts to market and promote the loan scheme to private landlords, and to ensure the
application process is as streamlined and hassle-free as possible. Needless to say the size of the
loan fund must increase dramatically, in order to meet demand, from the current £5m to at least
£10m.

For social landlords, as we have outlined above, the absurd situation of HAG grants being cut where
landlords build more energy efficient properties must end immediately. Additional financial support
must also be made available to social landlords to meet their existing and future energy efficiency
obligations ¢ we have no specific view on what form this financial support should take.
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loans scheme. We would urge the Scottish Government to increase the size of the loans fund, and
monitor its take-up carefully to ensure it is effective. An increased effort to market this fund to
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owner-occupiers will also be required once the size of the fund is increased. If the fund is set at the
same per capita rate as the German Government@Q domestic energy efficiency fund, it should be
around £70m rather than the current £2m.

Of course, all of these funding mechanisms must complement any current or future funding
mechanism introduced by the UK Government in Westminster. Specifically, CERT/CESP or any
subsequent supplier obligation should, other things being equal, not be displaced by Scottish
Government support. The current exception to that rule is fast-tracked stage 4 clients under the
Energy Assistance Package, who will be receiving lofts and cavities funded by the Scottish
Government. This latter situation helps to make for a much easier client journey under the EAP, and
is therefore acceptable.

It is also essential that Scotland receives its fair share of funding under CERT / CESP or any future

supplier obligation, which it is currently not receiving®. One way to achieve this would be to
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our response to question 2 for more detail on this point.

Q 12: Taking into account the scale of the challenge and behaviour issues, and the work set out in
this chapter and Chapter 7 (housing regulation), what other policies should be taken forward to
meet our climate change objectives in respect of housing?

We have commented on the issue of regulation in reply to the Chapter 7 questions (below). To
summarise, we believe regulation should be introduced to require minimum energy efficiency
standards in the private rented sector of NHER 5 from 2015, escalating by 1 NHER point every 12-18
months. The Scottish Government should also consider regulating the owner occupied sector if this
is considered feasible and if a realistic method of compliance can be found. Other measures,
including tougher (and effectively enforced) building regulations and consequential improvements
will also be required.

Side by side with regulation, the Government will need to ensure that sufficient funding is available,

as we have outlined in answer to question 11 above. However, it may be that grants for those in

fuel poverty and loans for others will not be appropriate for all building owners. We would

therefore suggest that, perhaps in conversation with the UK Government in Westminster, more

innovative finance mechanisms are also made available. This may includeaWt & & , 2dz { I ¢
mechanism funded through fuel bill payments. It should be possible for Government to support the
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making better use of the £2.7bn spent on Winter Fuel Payments each year (since currently only

12% of Winter Fuel Payment recipients are in fuel povertyg) G a sum which could cover the

repayments on packages averaging £7,500 for each of the 5million fuel poor households in the UK.

Q 13: If Scottish Government were to prioritise the expansion of any individual existing
programme, which should that be, and why?

The formation of the Energy Assistance Package last year, through the merger of the Central
Heating Programme, Warm Deal and energy and benefits advice, was intended to simplify matters
for those accessing the programmes. Incorporation of CERT measures to become stage 3 of the EAP
helped that. However, since then the UK Government has announced CESP and the Scottish
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Government has launched the Home Insulation Scheme: two entirely separate schemes. It would
be helpful if these were incorporated into an expanded Energy Assistance Package to make it as
easy and simple as possible for people to access these schemes. This is not to say that the EAP
should not operate outside of HIS/CESP areas: rather that there should be a number of different
EAP schemes: one at the individual level and one at an area-based level. For more detail on our
suggestions on the Home Insulation Scheme and area-based schemes, see our response to question
73.

Therefore our preference would be for the Government to prioritise expansion of a new combined
Energy Assistance Package, incorporating an area-based approach.

Q 14: What research and/or consultation needs to be undertaken to determine whether or not
the existing Energy Report/EPC regime would be sufficient to provide a basis for regulation?

It is clear that energy performance certificates produced using reduced data Standard Assessment
Procedure (rdSAP) will not be sufficiently methodologically sound nor detailed enough to provide a
basis for regulation. Any methodology used as the basis for regulation must be based on Building
Research Establishment Domestic Energy Model (BREDEM) 12, which will deliver the required
accuracy and methodological robustness.

Q 15: Should energy efficiency standards be applied to all homes, or should the option of
targeting regulatory requirements be considered?
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document makes clear, a major step-change in the energy efficiency of our housing stock is
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emissions. We therefore argue that both general regulation setting minimum standards (initially for

the rented sectors, perhaps later being extended to owner occupiers if feasible) and specifically

targeted regulation, for example requiring certain improvements to be made at point of sale/rental

are required in order to deliver the step-change outlined in the consultation document.

We note that the Scottish Government is required by statute to set out how and when it will use its
new powers of compulsion under the Climate Change (Scotland) Act. This statement must be
published by April 2011. We would urge the Scottish Government to use this statement to set out
more generally when and where regulation will be introduced to improve energy efficiency in
buildings.

Of course, the social rented sector is effectively already required to meet minimum energy
efficiency standards, although the Scottish Housing Quality Standard is not, strictly speaking,
regulation ¢ it is a voluntary agreement between social housing providers and the Scottish
Government. Nonetheless it is clear that the social rented sector is expected to reach NHER 5
throughout its stock by 2015. Given the particularly low energy efficiency levels and the high fuel
poverty levels in the private rented sector, we believe there is a strong case for requiring it to meet
the same standard as the social rented sector. The Scottish Government should also consider
whether regulations for the owner occupied sector should follow suit.
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Any cross-sectoral setting of minimum energy efficiency standards will need some exemptions, but

these should be very limited in scope. Given the need for a sizable proportion of expensive-to-treat
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be given exemption from any regulations: rather affordable finance should be made available to the

owners of these properties, with longer permitted payback periods for less cost-effective measures.

There may need to be some exemptions for some of the most important historic buildings, but
again these should not be blanket exemptions. Certainly traditional (i.e. pre-1919) buildings which
are not otherwise listed or in a conservation area should not receive any exemption ¢ as above, it is
appropriate advice and finance that is required to bring these properties up to standard. Certain
listed buildings or properties in conservation areas may need some exemptions, but the
presumption should always be that the energy efficiency of these properties should be improved
unless there are very strong built heritage reasons for this work not to be carried out.

Q 16: What are your views on which types of homes and/or neighbourhoods should be targeted?

As outlined above, we do not believe it is appropriate to single out specific types of homes and/or
neighbourhoods for regulation: the same regulations should apply across homes in the same sector.
This is for reasons of fairness: if regulations are seen to apply only to one type of home or one
neighbourhood, they will not be seen to be fair and proportionate. This may well lead to a lack of
acceptance amongst those affected, which could well lead to a decline in compliance levels. In
contrast, where regulations are applied across the board, and are seen as fair, they are much more
likely to be accepted and complied with.

Q 17: What are your views on which energy efficiency standards should be applied?

The standards should be specified in terms of a minimum energy efficiency level, specified in terms
of National Home Energy Rating (NHER) or some other methodology based on BREDEM 12. NHER is
a more accurate measure of energy performance than Standard Assessment Procedure (SAP) or
reduced data Standard Assessment Procedure (rdSAP) ¢ the latter being the methodology currently
used to produce domestic energy performance certificates in Scotland. The SAP methodology has
the disadvantage that it does not take climatic differences into account when measuring fuel bills
and carbon emissions and can be inaccurate. Professionals who use both methodologies report that
this inaccuracy can be as much as 25%. Since NHER is the methodology used to determine
compliance with the Scottish Housing Quality Standard in the social rented sector, and is also used
in fuel poverty reporting under the Scottish House Condition Survey, this would again deliver parity
across sectors.
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performance certificate to be carried out. This is because, as the consultation document makes

clear, Scottish targets on greenhouse gas emissions cannot be achieved if only cost-effective

measures are installed: less cost-effective measures are also required. We would instead prefer
owners to be required to undertake all those recommendations needed to raise the property to a
certain energy efficiency standard ¢ initially NHER 5 by 2015, but this standard would rise over
GAYS® LYLRNIOFyGtes (KS {%publishedavéll & advagcdylo avéidS W
repeat treatment of the same property. In other words, if an owner of a property rated NHER 4
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knows that within (say) 4 years they will be required to raise the standard to NHER 8, they are more
likely to undertake all required interventions at once, rather than in stages.

Likewise, we do not believe it is appropriate to specify only certain measures (e.g. lofts and cavities)
F2N) OKS alYS NBIaz29aT85A0 288 Q 2NE O 2AcREBYyRIVDR AYI & |
cavitiesCapproach is also more likely to fall foul of the Wdditionality rule under CERT.

Q 18: How regularly should these standards be reviewed?

As outlined above, we suggest an initial standard of NHER 5 by 2015 would create parity between

the social rented and the private rented sectors. We would suggest that the Scottish Government

should consider requiring the owner occupied sector to also meet this standard if feasible. An
WSaO0FtFd2ND g2dAZ R GKSYy o06S Lizi Ay LIX OS> d2 NI
18 months across all sectors until a minimum NHER of 8 or more is achieved. The timetable for this
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timetable for minimum standards well in advance would have two clear benefits:

Firstly, it would give building owners plenty of warning of the required changes. This would allow
them to research the various options for improvement, to identify and apply for finance and to plan
the required work.

Secondly, and related to the above, it would allow building owners to benefit from subsidies under
CERT or other supplier obligation up until the measure becomes mandatory. This would serve to
incentivise early action and penalise late action, since it will be more expensive.

Q 19: What are your views on the kind of organisation that should manage the enforcement of
the standards?

Enforcement for the private rented sector could be through expanding the existing landlord
registration process to require, by 2015, a valid NHER certificate to be provided for each property
leased out. It would also be prudent to change the legislation regarding energy performance
certificates to allow NHER certificates as EPCs, to avoid landlords having to procure two separate
certificates. Provision should also be made to deal with non-compliance.

If this enforcement route is taken, however, then it is essential that local authorities receive the
required resources, in terms of training and staff time, to ensure adequate time to ensure
enforcement. One way to do this would be to amend the Home Energy Conservation Act to set
statutory targets for each local authority to improve the energy efficiency of the homes in their
area. This would ensure that senior managers provided the required resources.

Q 20: What are your views on when regulation should be introduced?

As outlined above, we believe a minimum standard of NHER 5 for the rented sectors should be

introduced from 2015. An escalator should then be applied to increase the minimum standard by

one NHER point every 12-18 months until NHER 8 or 9 is achieved. The eventual level should be set

to ensure that properties are fuel-poverty-proofed and that the level is high enough to deliver
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since that is the level that academics and voluntary organisations determine is currently required in
order to fuel-poverty-proof a property. However, this level is dependent on fuel prices and
incomes, so should be kept under review and may rise in the future.

Q 21: Should SG seek to introduce regulation in a way that maximises CERT investment?

As mentioned above, any energy efficiency funding mechanism managed by the Scottish
Government must complement any current or future funding mechanism introduced by the UK
Government in Westminster. Specifically, CERT/CESP or any subsequent supplier obligation should,
other things being equal, not be displaced by Scottish Government support. The current exception
to that rule is fast-tracked stage 4 clients under the Energy Assistance Package, who will be
receiving lofts and cavities funded by the Scottish Government. This latter situation helps to make
for an easier client journey under the EAP, and is therefore acceptable.

It is also essential that Scotland receives its fair share of funding under CERT / CESP or any future

supplier obligation, which it is currently not receiving'®. One way to achieve this would be to
WgSAIKGQ GKS OFNb2y GKFG OFry 6S OfFAYSR T2NJ S|
example, a loft insulated in Kirkwall will save far more carbon than a loft insulated in Cornwall,

because of the colder climate and longer heating regime. This difference is not currently recognised

by CERT, however.
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rulings on whether a measure satisfies the additionality rule are sometimes a little opaque.

Nonetheless, it is important that measures installed before any minimum standards are introduced

are still eligible for CERT or subsequent supplier obligation subsidy. We would therefore suggest the

Scottish Government design the regulation in consultation with Ofgem. One way might be to
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Q 22: What support should be provided to low income and/or vulnerable households to enable
them to meet the required standards?

As mentioned in answer to question 11 above, funding for the Energy Assistance Package should be
doubled from the current £60m to at least £120m per year. In addition, the maximum spend cap
should be raised from the current £6,500 to a level that allows properties to be fuel poverty
proofed. Research carried out in England found that the averagecost of raising properties out of
fuel poverty was £8,820"". No such similar research has yet been carried out in Scotland, but we
would be surprised if the figure here were not higher. This suggests that the maximumgrant per
property should be set considerably higher than this figure: perhaps £15,000 or more.

In addition, eligibility for the EAP should be extended to the working fuel poor (though how this is
done will need further thought) and standard measures (i.e. lofts, cavities, draught proofing etc)
should be offered free under the Home Insulation Scheme or its successor. We have commented in
more detail on the Home Insulation Scheme under question 73. It is also vital that those on low
incomes who are not currently eligible for the Energy Assistance Package are able to access the
domestic zero-interest loans scheme, and are not excluded on credit worthiness grounds.
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Q 23: Should Scottish Ministers seek to regulate to raise energy efficiency standards in the private
rented sector ahead of other tenures, or should it introduce requirements that cover all tenures
at the same time?

This question is misleading, and implies that minimum energy efficiency levels do not currently
apply in other sectors. They do: the social rented sector is required to meet NHER 5 by 2015
throughout its stock, albeit this is through a voluntary agreement between social housing providers
and the Scottish Government in the form of the Scottish Housing Quality Standard™.

The case for taking action on energy efficiency in the Private Rented Sector (PRS) is compelling.
According to the latest Scottish House Condition Survey13, the private rented sector has the worst
level of energy efficiency of all tenures, with an average National Home Energy Rating (NHER) of
5.7, compared to 7.3 in housing associations and housing co-ops. Meanwhile, 10% of private rented
sectorRG St f Ay Ia | NBnerpiefficiSnigy, cripiRed tN&hly B4n local authority stock
and an average of 3% across all sectors. 29% of those in the private rented sector live with the
misery of fuel poverty, around 2% more than the average across all sectors.

It is not the case, as some have argued, that the PRS suffers from worse energy efficiency due to
the housing types prevalent in this sector. The energy efficiency of the private rented sector is
worse than other tenures, even for the same building types, as the consultation document makes
clear.

Meanwhile, rented properties, both social and private rented, suffer from the 'split incentive'
effect, which does not apply in the owner-occupied sector. Action to address this problem has been
taken in the social rented sector through the SHQS, but not yet in the PRS.
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efficiency standards is unanswerable.

Meanwhile, it is clear that current incentives in the PRS are not working. The Landlord Energy
Saving Allowance (LESA) is a tax allowance that allows private sector landlords to claim up to £1,500
against tax every year against investment in energy saving in their properties. It has been available
since 6 April 2004, The UK Treasury reports that 2,050 taxpayers claimed LESA in 2007-8,
representing approximately 0.16% of UK private sector landlords™.

The Energy Saving Scotland Small Business Loans scheme lends zero-interest loans of up to
£100,000. It has been available to landlords since December 2008. In an answer to a recent written
parliamentary question, it was revealed that only five (5) loans have been granted to private sector
landlords in the 12 months since November 2008, Clearly, PRS landlords are not responding to
generous tax breaks and zero-interest loans, while average energy efficiency levels remain
stubbornly below other sectors: the time to regulate this sector has come.

It is therefore clear that the NEXT sector to be required to reach minimum energy efficiency
standards set should be the private rented sector. We have set out above that this should be done
broadly in line with current SHQS requirements, in the interests of parity. Standards for both rented
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sectors should then be raised over time, perhaps by one NHER point every 12-18 months until
NHER 8 or 9 is met. The Scottish Government should also consider the practicality of setting
minimum standards for the owner occupied sector.

Q 24: Should any regulation of energy efficiency standards in the private rented sector be tackled
through the mechanism of the Repairing Standard, or through the broad enabling powers
introduced in the Climate Change (Scotland) Act?

We accept that the repairing standard is perhaps not the best way to implement the minimum
standard, since it requires tenants to report their landlord for non-compliance. Many tenants will
be unwilling to do this, while others may well not be aware of whether their property complies with
NHER 5. Many may not be aware that the property is required to comply with energy efficiency
standards at all. Local Authorities would probably be best placed to fulfil a compliance role, so long
as they have sufficient resources and training.

Question 24 implies there are only two possible routes to regulation: through the Repairing
Standard or through the enabling powers in the Climate Change (Scotland) Act. This is of course not
the case: new powers could be introduced through primary legislation, and by happy coincidence
the Scottish Government is planning to introduce two Housing Bills to the Scottish Parliament
during 2010.

However, new primary legislation may not be needed if it is deemed that the current powers under
the Climate Change (Scotland) Act 2009 are sufficient. We remain to be convinced that these
powers are sufficient to introduce minimum energy efficiency standards, but if Scottish
Government lawyers are sure they are sufficient, we would be most interested to see their
evidence for this view.

Should it become clear that the existing powers are not sufficient to introduce minimum energy
efficiency standards, we would urge the Scottish Government to introduce these in one of the 2010
Housing Bills. We are hopeful that such a move would receive opposition support.

Q 25: If the Repairing Standard is used to regulate energy efficiency standards in the private
rented sector, should this be done:

a) by adding the energy efficiency criteria of the Scottish Housing Quality Standard to it;

b) by adding the energy efficiency criteria of the Scottish Core Standards for Accredited Landlords
toit; or

c) by some other means?

As noted above, we accept that the repairing standard is perhaps not the best way to implement
minimum standards. However, this does not negate the case for minimum standards to be set in
some other, more effective, way. In the interests of parity with the social rented sector, we would
suggest that the energy efficiency standards in the PRS be set in parallel with requirements under
the SHQS. In other words, properties would be required to achieve NHER 5 by 2015.

However, since NHER 5 will not be sufficient to achieve fuel poverty and climate change targets,
this standard should be escalated by one NHER point for both social and private rented sectors in
parallel every 12-18 months until a minimum NHER of 8 (or higher if deemed appropriate for
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carbon emissions / fuel poverty reasons®’) is achieved.

This would allow landlords carrying out work prior to 2015 to benefit from the supplier obligation
subsidy, while those waiting until after 2015 would bear the full cost of any measures required to
reach the specified NHER level. We do, however, envisage that the current Energy Saving Scotland
Small Business Loans scheme would need to be considerably expanded to offer landlords zero-
interest credit in order to carry out the required work, as mentioned in answer to question 11
above.

Q 26: Do local councils consider HECA to be important in ensuring that the energy efficiency of all
housing stock is a priority for the council?

Most local authority officers acknowledge that HECA has been useful in driving improvements in
the energy efficiency of housing, with corresponding improvements in fuel poverty levels and
greenhouse gas emission levels. However, in Scotland it suffers from the fact that the energy
efficiency targets are not binding and there is no penalty (short of mild public embarrassment) for
missing them. In addition, the reporting mechanism is seen by many local authority officers as
cumbersome, bureaucratic and unhelpful ¢ with some justification.

However, the answer to these shortcomings is not to throw the baby out with the bathwater: we
would oppose any attempt to repeal HECA, but rather would argue for it to be strengthened.
Specifically, we would suggest that binding targets for the improvement of domestic energy
efficiency are included, with fines for those local authorities not hitting their targets. Penalties for
those authorities missing their targets will focus the minds of senior local authority officers, and
ensure that sufficient resources and personnel are directed at energy efficiency improvements. We
would also suggest that the best local authorities, which meet and exceed their targets, should be
rewarded in some way ¢ perhaps financially.

Q 27: Does the information gathered under the HECA process make a significant contribution to
planning local activity on energy efficiency?

Most local authority officers find the information gathered under the HECA process to be useful,
but the process of reporting is often found to be bureaucratic and unhelpful, as outlined above. In
most cases it is not the information gathering under HECA that contributes most to planning local
authority activity, but rather the presence or absence of dedicated staff time to the task. As
mentioned above, imposing financial penalties on local authorities which do not meet their targets
would ensure that sufficient staff are dedicated to the task.

Q 28: Should HECA remain as a distinct duty on local councils or should it be incorporated within
local housing strategies with local action on energy efficiency reflected, as appropriate, within
Single Outcome Agreements?

HECA should remain as a distinct duty on local authorities. If the distinct duty is removed from local
authorities, it will fall down the priority list of senior officers, thus putting delivery at risk. Indeed,
when the then Department of Environment, Food and Rural Affairs consulted at the end of 2007 on
a proposed repeal of HECA in England, the mere threat of repeal led to HECA officers being
redeployed to other departments or being assigned to other tasks. There were also widespread
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reports of vacant posts left open in anticipation of repeal. This was a particular problem in local
authorities whose HECA performance was already poor, thereby widening yet further the gap
between poor- and high-performing councils.

Single Outcome Agreements (SOA) are not a sufficiently robust mechanism to ensure
improvements in the energy efficiency of homes, for two reasons. Firstly, the contents of an SOA
are up for debate, whereas the requirements to cut greenhouse gas emissions and lift Scots out of
fuel poverty are not: they are statutory requirements. Secondly, given that SOAs have now been
agreed with local authorities, it may be a number of years before these are reviewed and revised:
energy efficiency improvements cannot wait that long.

Q 29: If HECA is retained, what steps, if any, should be taken to improve its effectiveness?

As set out above, we believe the current shortcomings of HECA are that targets are not binding and
no penalty is imposed on those local authorities that do not meet their targets. We would therefore
urge the following changes:

a) Making targets binding with penalties for local authorities if they are not met, and perhaps
rewards for the best authorities.
b) Streamlining the reporting mechanism to make it less onerous on local authority officers.

Q 30: Given this information, is there a case for Government to introduce legislation to require
business compliance? For example, should there be a minimum criteria required for energy
efficiency based on a sub-sector approach to drive a greater up-take of energy efficiency
measures?

Yes, we believe the Scottish Government should use its new powers to require non-domestic
building owners to undertake improvements in energy efficiency.

Q 31: Consideration is being given to the potential role for operational ratings. Should
submetering be considered for existing non-domestic buildings which are part of a large campus?
Or will financial drivers such as the introduction of the Carbon Reduction Commitment be
sufficient?

While the carbon reduction commitment will help, we are concerned that it may not be sufficiently
robust to drive the change needed. Submetering should therefore be considered.

Q 32: How could the Scottish Government improve its understanding of industrial energy end-use
consumption in Scotland?

The Scottish Government should commission an additional volume of the Scottish Energy Study to
look into this issue in more detail. The Scottish Government should also consider updating and
revising the Scottish Energy Study on a regular basis ¢ perhaps every three years.

Q 33: What is the role for Scottish Government in regulating the industrial sector to drive a
greater up-take of energy efficiency?
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The Scottish Government should use its new powers to require owners of non-domestic buildings
to undertake energy efficiency improvements.

Q 34 What more could the Scottish Government, its agencies and the wider public sector be
doing to drive a greater up-take of energy efficiency in the SME sector and in non-domestic
buildings and processes?

Firstly, the Scottish Government should ensure that sufficient finance is available by expanding the
Energy Saving Scotland Small Business Loans Fund, extending the allowable payback periods
especially for the more expensive measures, and marketing it much more aggressively to SMEs.

The Scottish Government should also roll out the requirement for energy performance certificates
to all non-domestic buildings, starting with larger buildings and those visited by the public, in the
spirit of the Energy Performance of Buildings Directive.

The Scottish Government should use its new powers to compel non-domestic building owners to
undertake energy efficiency improvements. Initially we suggest this be done at point of sale / rent
but consideration should be given to wider roll-out.

Q 35 What steps could be taken by the Scottish Government to encourage the use of waste
industrial heat?

See our response to question 46 below.

Q 36: Should the Scottish Government use regulation to ensure public bodies undertake energy
efficiency measures and place greater emphasis on energy efficiency in their policies?

Yes - public sector organisations should be mandated to implement the recommended measures on
an Energy Performance Certificate C in line with Carbon Trust recommendations®®.

Q 37: Should energy efficiency targets be set for the public sector as a whole or for individual
organisations?

Targets should be set for both the public sector as a whole and for individual organisations. Failure
to set targets at the level of individual organisations will lead to buck passing and organisations
failing to deliver the energy efficiency improvements required.

Q 38: Should training on the procurement of energy efficient, low-carbon buildings be rolled out
across the public sector?

Yes, to those with a decision-making role in building management / estates management /
procurement such training should be rolled out across the sector.

Q 39: Should energy saving advice be rolled out to staff in all large public sector organisations?

If so, should that advice include only general energy saving information, or should more
jobspecific advice be developed for staff whose role impacts upon energy consumption on a more
significant level (e.g. planners, procurement officers)?
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Yes. Both general awareness-raising for all staff and more specific advice for those in specific roles
with a direct impact on energy consumption will be required.

Q 40: Should the Scottish Government introduce greater standardisation of how energy
performance is measured and reported across the wider public sector, including the possibility of
mandating particular monitoring and reporting tool(s) that enable comparability while meeting
the specific needs of particular organisations?

Yes, consistency of monitoring and reporting across the public sector is vital.

Q 41: Should the Scottish Government seek commitment from all public sector bodies to report
energy efficiency progress at their regular board meetings?

Yes ¢ and in addition to reports at regular board meetings, annual reports should be published on
progress against targets.

Q 42: In your view, what should a follow-up to the Carbon Management Programme include?

Some form of ongoing support for organisations would seem sensible, and a regular (perhaps every
three years) review of Carbon Management Programmes should be established.

Q 43: Which delivery route would be most suitable for energy saving advice to the smallest public
sector bodies? The Carbon Trust (through Carbon Management Lite), EST or some other
mechanism?

As has been outlined above, we have long advocated the merger of the Energy Saving Trust and the
Carbon Trust, and that continues to be our position. We would therefore envisage this role would
be appropriate for the new merged organisation.

Q 44: How should public sector bodies be funded to deliver energy efficiency improvements?
Should organisations wishing to invest in energy saving measures provide co-funding?
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document, it is unfortunate that it has been left until last.
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capital projects will be available in the short term with energy efficiency expenditure currently
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accurate: the draft 2010-11 Scottish budget slashed the fuel poverty allocation by nearly 10%, a
devastating cut which must be reversed and made good in the final budget, especially given the
Barnett Consequentials from energy efficiency spending in England in the same financial year will
be over £15m.

But claiming that investment in ending fuel poverty must somehow deprive other sectors of energy
efficiency investment is nothing short of contemptible myopic ignorance. Investment in energy
efficiency across all sectors must increase very significantly if the Scottish Government is to meet its
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own targets ¢ the consultation document makes that fact clear ¢ so talk of fuel poverty investment
excusing funding shortfalls in other areas of energy efficiency is trying to justify the unjustifiable.

Let us be absolutely clear: the decision cannot and must not be between energy efficiency

investment in one sector versus another sector: the decision must be between investing the
resources needed inordertomS S G KS D2@SNYyYSydQa aidl Gddzi2NE Gl
failing to meet the targets. We are under no illusions that pressure on public finances is intense, but

there are myriad entirely unsustainable projects funded by the Scottish Government which will

serve only to increase greenhouse gas emissions: they are the projects which should be cut, not

energy efficiency investment. It must also be pointed out that energy efficiency investments in the

public sector will end up saving the taxpayer money over short periods of time: in other words, they

are costs that are recouped.

Turning to how to achieve the required investment, we have previously called for a doubling in the
size of CEEF from £20m to £40m. However, it is questionable if even the latter amount will be
sufficient to meet demand, especially since many of the most cost-effective projects have already
been funded.

In addition to increasing the size of CEEF, the terms should also be extended to allow longer
payback periods, bearing in mind that many of the most cost-effective projects have already been
funded. Eligibility to apply for CEEF should also be extended to other public sector organisations in
Scotland.

In addition to CEEF, which is effectively a rolling loans fund, we believe there is also a need for a

grant scheme to fund the more capital-intensive investments such as combined heat and power

(CHP) or district heating (DH) schemes. We would suggest this grant fund is initially set at around
£50m per year, but there may be a need to significantly increase the size of this fund as demand
increases.

Q 45: What more should the Scottish Government and the public sector as a whole do to meet
LdzZRAG {O2Gt 1 yRQ&a O 2 ghidadchll phokidedob eh&tgd efficincyiackidn U
required of the public sector, that monitoring and reporting is improved and that energy
efficiency best practice is disseminated across the sector)?

O«
w

One way to ensure clarity of purpose would be to set a separate energy efficiency target for the
public sector, rather than combining it with a target for the private sector (see also our response to
guestion 3).

The Audit Scotland report referred to called for greater leadership across all public sector
organisations on energy efficiency. One way to deliver this, and to focus minds at the top of such
public sector organisations, is to set individual targets for energy efficiency improvements and to
reward those bodies that meet or exceed their targets will penalising those that fail. This strategy
may help reverse the worrying statistic that only 36 percent of central government bodies have a
dedicated energy team or officer™.

Q 46: Given the powers available to Scottish Government, which actions should we focus on to
support the deployment of low-carbon district heating?
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One of the key barriers to greater roll-out of Combined Heat and Power (CHP) and District Heating
(DH) is financial. The Scottish Government should therefore set up a grant fund to promote CHP
and DH. We suggest an initial grant fund of £50m, though this may need to rise. Initial grants will
need to cover as much as 50%, or in some cases a higher proportion, of scheme costs. However,
subsequent grants to the same organisation for CHP / DH schemes can in most cases decrease the
percentage of scheme cost covered by grant, since the revenue from the previously-funded scheme
can usually be used as finance for subsequent schemes.

Another of the current barriers to CHP and DH is that plant and pipework associated with a CHP or
DH scheme which is outside the curtilate of a dwelling house is currently liable for non-domestic
rates. The Scottish Government recently consulted on exempting some of this plant / pipework
from non-domestic rates, but the proposals in the draft Council Tax (Dwellings) (Scotland)
Amendment Regulations do not in our view go far enough.

WS 46StO02YS GKS {O20GAaK D2@SNYYSyiliQa AydSyidaiz,
and power (CHP) and district heating (DH) schemes in Scotland through the proposed changes to

regulations. Evidence shows that CHP and DH schemes can substantially cut greenhouse gas

emissions from buildings and can reduce levels of fuel poverty when applied in domestic buildings.
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requirements under the Housing (Scotland) Act 2001 and the Climate Change (Scotland) Act 2009.

The recently proposed changes set out in the Council Tax (Dwellings) (Scotland) Amendment
Regulations would effectively exempt the pipes and risers of a CHP or DH scheme from the
requirement to pay non-domestic rates where those pipes/risers are within the
solum/garden/garage of a domestic dwelling or tenement. Meanwhile any sections of the CHP or
DH scheme which were outwith the solum/garden/garage of a domestic dwelling or tenement
would still be liable for non-domestic rates, thus representing a continued financial disincentive to
those considering implementation of such a scheme. While the proposed change is a small step in
the right direction, it does not go nearly far enough: we urge the Scottish Government to exempt all
pipes/risers and other plant and equipment associated with a CHP or DH scheme from business
rates, irrespective of whether they are located within the solum of a domestic dwelling or
tenement.

In the current consultation document some estimates are made of the likely CO, savings in
{O20f 1 YRQA K2YSa GKNRdzZAK | ydzYoSNI 2F Ll2aairofts
estimated to save 13% of total emissions from housing if it is installed in all technically feasible

cases. This is a greater emissions saving than cavity wall insulation and loft insulation combined ¢

the two most common and cost-effective measures at present.

Meanwhile, community heating with CHP is estimated to give an even bigger saving: it has the
potential to save 6.78 MtCO,> 2 NJ pciz 2F SYAaaAizya FTNRBY {020G¢t Iy
MtCO, more than the next best available measure (solid wall insulation at 1.62 MtCO,). Clearly, CHP

and community heating have a very substantial contribution to make to the 46% cut in emissions

FNRY KSIFOAy3 {O02(fl yRQa K2YSa Sy@aal3aSR Ay (K.
Plan. Indeed, that cut could be delivered through CHP with district heating alone, were this

intervention to be given the right support.
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The consultation paper goes on to identify combined heat and power as a key technology in the
reduction of emissions from heat:

2 a0S Ay Rdza (i NFredicomkiSel beat ardJpcaivar 2CYP) &ra likely to offset
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However, the consultation document is absolutely clear that the 46% reduction in emissions from
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The changes set out in the recent consultation on the Council Tax (Dwellings) (Scotland)
Amendment Regulations do not represent the step-change required. They would bring Scotland
broadly into line with practice in England, but no further. In other words, the proposals lack
ambition for Scotland. They are wholly inadequate to the scale of the task ahead. They represent
Scotland following where England leads. Instead, we urge the Scottish Government to show
leadership, as they did in the Climate Change (Scotland) Act.

The targets in that ambitious Act will not be achieved, however, unless the proposed Council Tax

(Dwellings) (Scotland) Amendment Regulations are withdrawn and redrafted to exempt all

pipework, risers and other plant associated with a combined heat and power or district heating

scheme to be exempt from non-domestic rates, irrespective where those pipes and risers are

located. If the Scottish Government submit the statutory instrument as drafted to Parliament, it will

be taken as a clear signal that they are not serious about delivering the 46% reduction in emissions
fromheating{ O2Gf I yYRQ& K2YSa GKIFIG GKSe& KIF@gS asSi Fa i

Since in private conversations with Cosla they have expressed no opposition to the idea of
exempting all pipework and risers from non-domestic rates, we fail to see what the barrier is to this
change. It should of course be remembered that there will be no loss of income to local authorities
through exempting schemes from non-domestic rates since they cannot derive income from a
scheme that is not being built. Very few CHP or DH schemes are currently being built in Scotland.

Q 47: What actions should other key stakeholders, such as local authorities and industry, be
encouraged to focus on to support low-carbon district heating. How should Scottish Government
help to achieve this?

See our response to question 46

Q 48: How can Scottish Government best support this activity? Are there partner organisations
which can assist?

See our response to question 46

Q 49: With the introduction of cash-back schemes, should Scottish Government support for small
scale low- and zero-carbon technologies be adjusted? If so, how?
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We have previously stated that we would not object if the Energy Saving Scotland home
renewables grant fund were wound up and increased funding transferred to the new Energy Saving
Scotland home loans fund. This remains our position.
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which achieves carbon savings at affordable cost to the taxpayer, but which also allows emerging

technologies to compete alongside more established technologies. We suggest that expanding the
interest-free home loans fund would be the best way to achieve this, since the loans scheme covers

all energy efficiency and renewable technologies, whereas the grants only support renewable

generation. Consideration should be given to extending the allowable payback period, especially for

the less cost-effective technologies such as solid wall insulation.

Q 50: What more can we do to encourage people to reduce the amount of travel, e.g. through
behavioural change or modal shift in their daily lives?

Greater investment in sustainable travel modes is required. Specifically, cycling and walking
infrastructure require increased investment.

Q 51: What partnerships do we need to create to enable more sustainable infrastructure and
networks and develop new technologies and fuels, e.g. with the transport industry,
manufacturers and business users?

This question falls outside our area of expertise.

Q 52: Is the Scottish Government doing enough to help the wider business community in Scotland
to focus on changing how energy is used, and in identifying appropriate and effective energy
efficiency measures?

As has been mentioned above, the main barrier to greater roll-out of energy efficiency measures is
financial, and this applies in the enterprise sector just as in other sectors.

While the Energy Saving Scotland Small Business Loans fund is welcome, and achieves significant
carbon savings and business cost savings, we are concerned that the fund is too small and is not
being sufficiently well marketed to SMEs. We have previously called for the small business loan
fund to be doubled, from £5m to £10m. However, it is likely that the latter figure is insufficient to
give small businesses the support they need to invest in energy saving. It is also of paramount
importance that far more is done to market this scheme to businesses, and to ensure the
application process is as streamlined and unbureaucratic as possible.

Q 53: On what opportunities should business focus it efforts on, e.g. finding and using less energy
intensive materials and developing low carbon processes?

We should have thought that this is primarily a matter for the businesses concerned. Those that are
covered by the Carbon Reduction Commitment will naturally undertake the changes that are most
cost-effective in order to fulfil their obligations.
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Q 54: What more could the Scottish Government do to help drive innovation and to promote
technology investment and opportunity across the extended supply-chain and business
community in Scotland?

See our response to question 52 above.

Q 55: Is there adequate support for energy-efficiency related R&D and the commercialisation of
energy efficient technologies? How should this be provided?

While most energy efficiency technologies are mature, some would benefit from greater
investment in research and development ¢ for example some types of solid wall insulation may fall
into this category. The Energy Saving Trust used to hold an energy efficiency innovation fund, which
unfortunately no longer exists. However, this was an extremely useful fund and its loss is keenly
felt. The EST in Scotland should consider establishing a similar fund for Scotland.

In addition, further research and dissemination of research findings is required in improving the
energy efficiency of traditional buildings. See also our answer to question 10 on this subject.

Q 56: What could be done to support energy efficiency in the Corporate Social Responsibility
agenda in Scotland?

We should have thought that this is primarily an issue for the businesses concerned, rather than the
Scottish Government. However, if there is a practical way in which the Scottish Government could
support the promotion of energy efficiency in the CSR agenda, we would of course welcome this.

Q 57: What needs to be done to promote the role of ESCOs and Energy Performance
Contracting in Scotland?

There appear to us to be two main barriers to the wider adoption of the ESCo model. They are:

a) The risk costs of financing capital outlay ¢ many of the problems with ESCo viability occur due to
the high cost of finance due to the uncertain return.

b)ESCoda ISYSNIffe& R2y QU 62N] 2y | KgweighS o6& K2dza$s
communities can be grouped is needed to make the numbers stack up.

Any Government strategy to address these barriers would help. In addition, any move towards a
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can install energy efficiency packages into homes and guarantee a reduction in fuel bills.

Q 58: Do we need industrial networks which mirror those of the academic research centres?
How should they be set up to deal best with the challenges which affect a large number of
stakeholders?

Yes, any support for decarbonisation and specifically for energy efficiency would be welcome. In
terms of how these should be set up, we would suggest that where possible all sectors should be

catered for.
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Q 59: How can we ensure Scotland has the skilled workforce needed for the transition to a low
carbon economy?

Research by the Association for the Conservation of Energy and Dr Joanne Wade, commissioned by

eaga Scotland in October 2009, found that achievingil KS { O2 G A &K D2@SNYYSyicC
Climate Change (Scotland) Act in the domestic sector only will create or safeguard over 10,000 jobs

for 10 years*’.

However, our report found that these jobs will only be created or safeguarded if an appropriate
skills strategy is put in place. Whilst in some cases the skills required for additional energy
efficiency work may already be present in the workforce (for example in loft insulation installation)
there are areas where significant additional labour will be required in sectors already experiencing
skills capacity issues (for example in boiler replacement). There will also be a need for significant
increases in the numbers of people able to install technologies such as solar water heating and
biomass boilers.

One skills requirement that is often overlooked is the need for people who can maintain the newer
technologies that are installed: increased installation of microgeneration technologies in particular
needs to be accompanied by policies that help to ensure that regular maintenance is possible in all
areas of the country, otherwise there is a risk that a few bad experiences with broken systems
could undermine consumer confidence in the technologies. The importance of having maintenance
skills increases when the technologies are used in vulnerable households where any extended
period without heat / hot water would have potentially serious consequences.

We acknowledge that the Scottish Renewable Energy Skills Group is currently working on a
Renewable Skills Strategy for Scotland, which will cover the microgeneration aspects required.
However, we believe there is a need for a broader Sustainable Energy Skills Strategy, to encompass
microgeneration, insulation and wider energy saving skills. The formation of this strategy must
include analysis on skills needs, supply side provision, gaps, solutions and prioritisation of actions.
This skills strategy must also plot a smooth and just transition into and out of the installation of
sustainable energy measures.

Q 60: Are the actions outlined the right ones at this stage?

No. While skills issues regarding microgeneration would appear to be being addressed, the same
cannot be said for wider energy efficiency measures, including insulation.

Q 61: Is this a fair balance of activity across society?

Yes, broadly speaking, and taking our comments above into account, we believe the balance
portrayed is about right.

Q 62: Are there other partners who should share responsibility for delivering energy efficiency
improvements

None that we presently envisage.
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Q 63: How do we best promote private sector investment in energy efficiency?

As we have set out in more detail above (in particular our responses to questions 11, 44 and 49) we
believe the Scottish Government will continue to have a crucial role in grant funding measures to
those in fuel poverty. This funding must increase. Direct Government investment in an area-based
scheme is also essential.

In other sectors, and in the able-to-pay group within the domestic sector, there is a role for
interest-free energy efficiency loans in order to remove the upfront investment barrier, and in
order to stimulate investment from the private sector. Coupled with these loans, regulation is
required to set minimum standards, and to require those laggards who do not respond to
incentives, into action. Indeed, regulation to set minimum standards will itself help to stimulate
private sector investment, since this would incorporate energy efficiency factors into the house
price in the run-up to the minimum standards coming into force.

Q 64: How do we prioritise our financing across government, especially given that we are in a
period of tighter resourcing?

As set out in our answer to question 44 above, tight budgets are no excuse for failing to invest in
energy efficiency. The Scottish government must choose between meeting its statutory
requirements ¢ in which case the funding must be found ¢ and failing to meet them due to the
Scottish Government funding unsustainable vanity projects instead. The choice is clear.

Q 65: How can we best develop partnerships (including academics, R&D, local authorities,
businesses etc), in which all partners can demonstrate their proactive engagement and ability to
promote energy efficiency?
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Studies at Strathclyde University in conjunction with the Scottish Government and others has been
a most useful partnership including academics, NGOs, business and industry and others. Similar
collaborations should be considered in the future.

Q 66: How do we tap into and better utilise the resources we have across Scotland?

Consideration should be given to establishing representative stakeholder groups for energy
efficiency in the domestic and SME sectors to allow stakeholders to contribute their expertise to
assisting the Scottish Government to meet its statutory requirements.

Q 67: What larger programmes and funds are there, e.g. at EU level, that we can pool together to
tap into (either within Scotland or with international partners)? Which international partnerships
should we be pursuing?

While it is of course prudent for the Scottish Government to look abroad for possible sources of
funding, it should not be under any illusion that its own funding priorities must change:
Government funding for climate-busting projects must end, and investment in a low-carbon
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economy start in earnest. The Government is deluding itself if it considers such a step-change can
be delayed any longer.

Q 68: What do you think are the key gaps in sum of actions underway and proposed? Has
anything been identified that you consider unnecessary?

The biggest and most important gap is a funding gap: the Scottish Government cannot pretend that
its ambitious targets on carbon reduction and energy efficiency will be met at current piecemeal
funding rates. The Scottish Government must deliver a step-change in funding for energy efficiency
if it is serious about meeting its targets. This funding must be direct funding in the case of fuel
poverty programmes and the area-based scheme, but must also stimulate investment from
business and private individuals in the case of loans funds and other incentives.

Given the scale of the challenge facing us, it is certainly not the case that anything set out in this
consultation document is unnecessary: we will need all the weapons in this armoury, and more.

Q 69: How do we ensure that our efforts add up to more than a simple summary of all the
constituent parts? If so, how might this be?

This can be achieved by assessing against total consumption rather than energy saving of individual
policies as set out in our response to question one.

Q 70: Should we make energy efficiency a core criteria for all major infrastructure investment?
Yes, given the scale of the challenge and the importance of promoting energy efficiency, we believe
it should be made a core criteria for all major infrastructure investment. All infrastructure projects,
whether buildings or not, should also be required to contribute to a fund to improve the energy
efficiency of existing buildings in the vicinity of the project which are likely to be affected by the
infrastructure project concerned ¢so-Ol £ £ SR Wo I | yOS (N} RAY3IAQ

Q 71: How should Scottish Government reduce negative impacts?

The Scottish Government should review its programme regularly and should be prepared to make
changes when necessary.

Q 72: What equalities implications have not already been considered?

None that we can see.

Q 73: What have we missed? What else should we consider?

Home Insulation Scheme

It is disappointing that the consultation document asks no questions about the Home Insulation
Scheme. While we appreciate that this scheme is in its early days, it appears to us there were some

flaws in its design which should be corrected as soon as possible. Firstly, the current situation
where loft top-ups are offered free yet virgin lofts require a householder contribution is perverse.
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Virgin lofts save far more carbon than top-ups and should be encouraged wherever possible. The
best way to encourage them is to offer them at no cost to the householder.

We understand the reason that a householder contribution is required for virgin lofts is because
they are funded under CERT, and under the additionality rule, no government finance is allowed to
top up the CERT subsidy. This problem could have been avoided if the finance were channelled
through local authorities, who face no such additionality barrier. We urge this change to be made at
the first available opportunity.

Secondly, the evidence from other area-based schemes around Scotland and the rest of the UK is

that they are most effective and achieve greatest penetration when the lofts and cavities are

offered free to householders, regardless of household income.2 2 C { O2 G f F YRQ& NBOSYy
looking at area-based schemes confirmed this®®. We understand, but do not agree with, the

justification for means-testing the measures given at the time, which is that taxpayers should not

subsidise able-to-pay households. The fact is, given the scale of the challenge ¢ that every loft or

cavity which can physically be insulated must be insulated by the middle of this decade ¢ we cannot

afford to mess around with means testing. This error should be corrected at the first available

opportunity.
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approach to area-based schemes: using existing local contacts, recruiting local staff wherever

possible etc. The Scottish Government should consider carefully how they can learn the lessons

from this important report.

It is also vital that the Home Insulation Scheme or any subsequent area-based scheme gives tackling
fuel poverty equal priority to saving carbon. To this end, we would suggest any area-based schemes
should have two strands: one primarily tackling fuel poverty, and the other primarily targeting the
greatest emissions reductions. The former would focus on geographical areas where low incomes
and lower-than-average energy efficiency levels overlap. The latter would focus on the pre-1980
detached and semi-detached homes, as well as the properties heated by solid fuel and oil
mentioned above. In some areas, these two priority groups may overlap: these should be given top
priority.

Quality of energy efficiency data

We urge the Scottish Government to take reasonable steps to improve the quality of energy
efficiency data. Specifically we urge the Scottish Government to ensure that poor quality data is
weeded out from the Home Energy Efficiency Database, and that the design of the database is
compatible with, and comparable to, the Scottish House Condition Survey data. In addition, it is
essential that data from new-build homes is included in the HEED.

It is also vital that data on the energy efficiency of non-domestic EPCs is kept in a database which
should then be made accessible to local authority energy efficiency officers and other professionals
working on the energy efficiency of non-domestic buildings. The data from EPCs from all buildings
that are accessible to the public should also be publicly available: ideally from an online database.
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It would also be beneficial to set up a forum similar to the Forum for Renewable Energy
Development in Scotland (FREDS) but specifically for energy efficiency.

We trust you are able to take these comments into account.
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