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Executive Summary

The overall aim of this paper is to inform the development of the National Infrastructure
Priority on energy efficiency and its cornerstone programme, Scotland’s Energy Efficiency
Programme (SEEP).

The starting point is the Existing Homes Alliance position that SEEP’s objective should be to
ensure the vast majority of homes in Scotland should be at the Energy Performance
Certificate (EPC) band C by 2025. In the Alliance’s view, this level of ambition is required to
meet fuel poverty and climate change objectives, and to achieve the maximum return on
investment in terms of benefits — for health, jobs, and energy security.

The report sets out principles for a delivery model for SEEP based on:

- Energy efficiency measures needed to ensure that the majority of Scotland’s homes
reach EPC C by 2025.

- Estimates of the broad scale of costs involved.

- Financial assistance that will be required, alongside regulation, to encourage action

Measures

SEEP should include the following:

- New approaches to deliver the remaining low-cost measures (loft and cavity wall
insulation):

The main challenges relate to engagement rather than cost or technical issues so a
householder-centred approach, involving a series of niche market programmes, working
with trusted intermediaries is recommended.

- Astrong focus on delivery of wall insulation particularly solid wall insulation (SWI).

As the proportion of insulated solid walls is currently very low, it is likely that area-based
schemes will be effective in targeting areas where households are at greater risk of fuel
poverty. SEEP should also provide financial incentives for the able to pay market, to help
grow the private sector market and complement area-based programmes.

- Expanding the market for renewable heat.

While almost all fossil fuel central heating systems are expected to have efficient boilers
by 2025, there is much greater uncertainty around take up of renewable heating
systems. Current take-up is far below that required, despite the availability of incentives.
Greater understanding of how best to expand the current market is needed, with an
emphasis on developing and supporting effective partnerships.

Similarly, delivery of district heating necessarily requires a strategic approach, which
goes beyond provision of finance to include wider action in relation to the planning
system and connection of public buildings to provide base load for new systems.

Costs
The estimated costs for upgrading the housing stock to EPC band C or above are £7bn over

10 years.? The report identifies a funding gap of approximately £3.2bn (or £320m per year)
compared with a continuation of current funding levels.

1 Joint statement on the National Infrastructure Priority, ExHA, October 2015
http://existinghomesalliancescotland.co.uk/policy/no-one-in-scotland-living-in-a-hard-to-treat-draughty-home-by-
2025/

2 This figure is less than the £10.7bn estimate provided in the Alliance policy briefing on the National
Infrastructure Priority because the analysis only covered significant measures (solid wall insulation, cavity wall
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It is clear that the main financial challenge for SEEP will be to identify funding for large scale
delivery of solid wall insulation — for measures and the necessary engagement and support
for households.

The need for renewable or district heating heating systems (and to some extent, SWI as
well) is concentrated towards those using electric heating or other off-gas fuels, who are
already significantly more likely to be in fuel poverty. It would be helpful to consider the
extent to which this will influence financial modelling.

Enabling actions

Regulation: The Alliance believes that regulation for minimum standards of energy
performance is needed to complement persuasion and financial incentives and drive the
market for take-up of measures. This is an essential driver for engagement in both the
owner-occupied sector and the private rented sector where tenants are less likely to be able
to take action themselves.

Advice and support: Extended programmes of support, including behaviour change advice,
home visits, and tailored assessment of energy needs and selection of appropriate
measures should be integrated in to the delivery of SEEP from the outset, to ensure that
physical measures deliver in practice the benefits they provide in theory.

Best use of benefits: The significant sums involved in the Winter Fuel Payment, Cold Weather
Payments and Warm Homes Discount mean that targeting must be as effective as possible
to help address fuel poverty.

Flexibility in programmes

As both the range of measures needed and the associated consumer support required
increases, different approaches will be required. It would, for example, be useful to pilot an
approach which started with a location — perhaps a large village or small town — in which
research was carried out to map local needs, and an area-based programme was designed
around local needs. Such an approach could also maximise economic benefits through
opportunities for local contractors.

Principles for delivery
We recommend that the delivery model for SEEP should:

- Continue to provide a national fuel poverty programme which responds to the
needs of individual consumers in fuel poverty in an integrated way. Public funding in
support of the wider delivery of SEEP should clearly be additional to existing fuel
poverty programmes, and grants should be targeted so that recipients will avoid the
risk of fuel poverty in the future.

- Create a market for more energy efficient homes (and non-domestic buildings),
and therefore a more stable market for installation of measures through the
introduction of minimum energy efficiency standards for existing homes which
will rise over time.

- Use other non-financial actions to encourage and facilitate action, such as public
sector purchasing, planning, building regulations and approaches to the management
of blocks of flats, particularly in relation to the roll out of district heating.

- Provide a range of financial solutions for consumers which can be offered in line
with their individual circumstances and the measures that need to be implemented;

insulation, and efficient boilers) and a projected contribution from the supplier obligation is included. It also does
not consider costs for renewable heat and district heating.
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there should be no barrier to installation of measures because of lack of finance for
up-front costs. Support should be prioritised towards lower income groups, and
towards consumers who will help build the market for newer measures.

Introduce loans, secured and unsecured, for those who are property rich and/or
have the necessary credit rating but may lack the cash needed to improve their
homes; this approach may also be suitable for the private rented sector where both
landlords and tenants might be expected to contribute.

Provide guidance on behaviour change, measures and finance packages
tailored to the householder, which are independent of the sale of specific measures.
Support should also be available to maximise incomes and lower energy bills through
tariff advice. Follow-up support should also be offered to ensure gains are
maintained.

Provide a series of targeted, area- and thematically-based energy efficiency
programmes; for example, it would be possible to target different types of solid wall
insulation towards areas depending on the concentration of different properties and /
or work through trusted intermediaries to engage specific target groups of
consumers.

Provide guarantee mechanisms to ensure consumer confidence, such as
accreditation systems for installers and clear systems for redress in the event of poor
workmanship or faults.

Put in place a robust monitoring and evaluation framework to ensure that the real
impacts of the programme are understood and can benefits are maximised.

Governance and delivery structures

We believe that successful delivery of SEEP will depend on the establishment of clear and
robust governance structures, at all appropriate levels, combined with capacity building to

ensure that all delivery agencies are capable of providing a consistent service, in line with

the aspiration of a National Infrastructure Priority. We recommend that:

The NIP / SEEP are overseen by a Ministerial group, representing all appropriate
Scottish Government interests.

The existing SEEP Programme Board should be widened to reflect the above.

Local partnerships are used to deliver SEEP, bringing together housing improvement
and regeneration expertise together education and health and social care
partnerships to maximise impact in terms of climate change, fuel poverty, economic
development and health and well-being.

SEEP includes area-based programmes which give priority to those most in need
and a national fuel poverty programme to ensure anyone in fuel poverty can get help
no matter where they live.

SEEP area-based programmes will also include programmes of support and
incentives for able-to-pay households and target mixed properties (domestic and
non-domestic) where appropriate.

An evaluation framework is established which reports on outcomes at all levels,
including outcomes relating to health and economic development as well as to
reductions in fuel poverty and climate change emissions.
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SEEP includes area-based programmes which give priority to those most in need
and a national fuel poverty programme to ensure anyone in fuel poverty can get help
no matter where they live.

SEEP area-based programmes will also include programmes of support and
incentives for able-to-pay households and target mixed properties (domestic and
non-domestic) where appropriate.

An evaluation framework is established which reports on outcomes at all levels,
including outcomes relating to health and economic development as well as to
reductions in fuel poverty and climate change emissions.

Further research

Research on wall insulation to better understand the remaining need for different
types of wall insulation across Scotland, together with reviews of past pilots to
determine which approaches have performed best in practice.

Extend REEPS modelling to assess measures required to reach EPC C. In particular,
determine the likely impact on EPC levels of the vast majority of boilers being
efficient condensing models, as is likely to happen by 2025 under by current trends.
Future work on developing financial models for SEEP should recognise that the
majority of costs of the programme are likely to come from delivery of solid wall
insulation together with delivery of low carbon heating systems in off gas areas;
mapping will be necessary to understand the extent of overlap between these needs
and likely demand and ability to pay.

Research on provision of advice and support is carried out to inform how best to
integrate these into the delivery of SEEP.

Conclusion

The National Infrastructure Priority on energy efficiency and the SEEP programme should
provide a step change in the energy performance of homes in Scotland, which will bring a
host of benefits:

Reduced levels of fuel poverty;
Reductions in climate change emissions;
Local economic development and jobs throughout Scotland; and

Health and well-being benefits from improved living conditions in homes across all
areas of Scotland.

This report proposes a bold and robust approach to the design and delivery of SEEP that will
see Scotland's existing housing infrastructure become a real asset in addressing the
challenges of poverty, inequalities, health, and climate change. If implemented, it would set
the example for the rest of the UK and Europe on how an infrastructure approach to existing
housing can deliver excellent value for today’s and future generations.
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1. Intro duction

Members of the Existing Homes Alliance Scotland (ExXHAS) want to see a step change in the
energy efficiency of homes in Scotland, with the aim of delivering a wide range of benefits
including:

- Reductions in the numbers of households in or at risk of fuel poverty, and associated
improvements in comfort, health and wellbeing;

- Reductions in climate change emissions from housing;
- Gains in economic development, employment; and

- Health and well-being benefits from improved living conditions in homes across all
areas of Scotland.

In the long term, EXHAS wants all homes in Scotland increased to a standard which provides
affordable warmth and comfort for residents, while moving towards net zero carbon
emissions.

While EXHAS will continue to work towards this aim in the longer term, members also
appreciate that the aim of improving the energy efficiency of the great majority of homes in
Scotland to a minimum of Energy Performance Certificate (EPC) level C is an appropriate
interim milestone, which can and should be achieved by 2025°.

ExXHAS welcomes the Scottish Government’s announcement that the energy efficiency of
Scotland’s buildings has been designated as a National Infrastructure Priority (NIP) with
Scotland’s Energy Efficiency Programmes (SEEP) its cornerstone programme. The Alliance
wants to ensure that the scale of SEEP is consistent with other infrastructure priorities* and
that the overall goal reflects the urgency of meeting both fuel poverty and climate change
challenges.

In our view, SEEP will require considerably more ambition than past approaches. SEEP will
bring together what have previously been separate strands of energy efficiency work,
including the integration of the domestic and non-domestic sectors. There is a long term
commitment to SEEP; pilot projects will be developed and delivered 2016-17, and these will
inform the design of the full 15-20 year programme, which is to be launched in 2018.

ExXHAS believes the SEEP programme should incorporate regulation of minimum standards,
support for measures through finance, advice and behaviour change. It should be designed
to maximise the wider benefits of energy efficiency in relation to health, economic
development and reducing poverty

As part of this wider range of work, the main aim of this research is to inform discussion by
clarifying understanding of what energy performance upgrades are needed; the range of
drivers, advice and financial support required; and how the programme design can maximise
the benefits of a transformation in energy efficiency investment. The remaining chapters of
this paper expand on this by:

1. Summarising the current draft aims of SEEP and the views of stakeholders on strategic
priorities to enable delivery, including areas where there are lower levels of consensus;

2. Describing, as far as possible, the current position and central challenges with respect to
the key energy efficiency measures needed to raise standards in Scotland to EPC C by
2025, taking into account evidence from previous interventions. This chapter also provides
initial quantification of the gap between current and likely needed spending on key
measures;

3 http://existinghomesalliancescotland.co.uk/
4 http://www.gov.scot/Publications/2015/12/5962/downloads
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3. Describing options by which the identified gaps could be bridged, including the actions
needed under the headings of both regulation and financial incentives, together with
principles for the provision of assistance;

4. Setting out conclusions and recommendations; and, as an appendix

5. Highlighting areas where research gaps have been identified during the discussions
above.

A separate but linked piece of research will consider financial models which could underpin
the delivery of SEEP.

2. Outline Aims of SEEP andStakeholder Views

This section sets out our understanding of the evolution and current definition of SEEP. In
particular, it draws out aspects of the programme which are widely accepted, as well as
those which were, at time of writing, not yet agreed.

The Scottish Government announced in June 2015 that energy efficiency would be
designated as a National Infrastructure Priority®, and that this priority would be delivered
through SEEP. The programme is intended to contribute towards policy aims in terms of
both reducing climate change emissions and tackling fuel poverty.

The Scottish Government anticipates that SEEP will have the following features®:

9 It will seek to create an integrated approach to the delivery of energy efficiency
and heat demand reduction improvements across Scotland;

It will integrate delivery across domestic and non-domestic buildings;

The aim will be to achieve a ‘good’ level of energy efficiency performance for
buildings across Scotland over a 15-20 year period;

1 There will be a two year development and piloting stage. Launch of the delivery
stage will be in 2018, at which point new powers over the Energy Company
Obligation (ECO) and Warm Homes Discount (WHD) will be devolved, as will
powers over targeting of certain benefits’;

1 The programme will provide multi-year funding to overcome the upfront costs of
installing energy efficiency measures;

1 There will be a strong area-based delivery approach to the programme,
although it is recognised that some element of national delivery may be
required alongside;

1 Support will continue to be available for the poorest households in the form of
grants for installation of new measures;

1 It will involve new cost-effective financial mechanisms for those households and
businesses who can afford to pay; and

9 It will offer advice to support new energy saving and heat demand reduction
behaviours by households and businesses.

The Scottish Government has also indicated that the development of SEEP will be
informed by, and help in the development of, the Climate Change (Scotland) Act third

® http:/news.scotland.gov.uk/News/Climate-change-action-heats-up-19¢c8.aspx

® As summarised in the material prepared by on behalf of the Scottish Government and circulated to attendees in
advance of the Thought Leaders event, which took place on December 14" and 15" 2015.

" Devolution of control over the Winter Fuel Payment and Cold Weather Payments may present medium and
longer term opportunities to better target payments towards fuel poor groups.

9|Page


http://news.scotland.gov.uk/News/Climate-change-action-heats-up-19c8.aspx

report on polices and proposals (RPP3) and a revised Scottish Government Energy
Strategy. Other strategies, such as the Scottish Government Heat Policy Statement?®, are
also linked to SEEP. Recent commitments to a Warm Homes Bill may also have an
influence.

At the same time, the Scottish Government has established two groups to develop
recommendations on fuel poverty policy — the Fuel Poverty Strategic Working Group and
the Rural Fuel Poverty Task Force®. It is expected that these two groups will make
recommendations regarding the fuel poverty component of SEEP.

In December 2015, the Scottish Government hosted a Thought Leaders event, with the
aim of exploring stakeholder views on the outline above. Participants included
representatives from energy companies, local authorities, NGO’s, industry, finance
interests and Scottish Government staff representing both housing and energy interests.
The report™ provides a useful summary of current stakeholder perspectives on the outline
above, including the areas where there were, outstanding areas of discussion, as set out
below:

21What does a ‘good | evel of energy
practice?

There was majority, but not universal support for a headline aim of all homes reaching
EPC level C as a near term milestone, which is the agreed EXHAS position. Reservations
expressed by stakeholders included the difficulty of reaching that level at reasonable cost
in some cases, and on technical aspects of the RASAP process*! used to calculate EPC

levels, particularly where there could be tensions between low carbon and affordability
outcomes. '

However, there was complete agreement that SEEP should deliver improvements in the
overall pattern of EPC ratings in Scotland. The current position and recent trends are
shown in the table below, reproduced from the Scottish House Condition Survey (2014)%,
which clearly shows increases in the numbers of bands B and C rated properties, but also
the scale of the challenge in bringing all properties to a band C or above — 1.44m dwellings
(59%) were below this level in 2014,

8 http://www.gov.scot/Publications/2015/06/6679

o http://www.gov.scot/Topics/Built-Environment/Housing/warmhomes/fuelpoverty

19SEEP Thought Leaders event, unpublished note by independent facilitators, 2016

1 RASAP (Reduced Standard Assessment Procedure) methodology calculates ratings on a fuel cost to heat
output basis.

12 Examples raised by participants related to the treatment of electric heating under RASAP, which can be lower
carbon but more expensive, and to the ratings applied to different types of solid wall. Also, as RASAP calculates
ratings on cost to heat basis, ratings can change with prices. This is particular issue for heating oil, the price of
which has been very volatile over the last few years.

13 hitp://www.gov.scot/Publications/2015/12/8460/downloads

14 Scottish House Condition Survey 2014, table 16
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Figure 1: Grouped EPC Bands under SAP 2009 and SAP 2012, 2010 - 2014
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2.2 Medium and longer term t argets

Although not explored in detail in the Thought Leaders report, there remains a need to
consider the ultimate, long term aim of net zero carbon housing with associated elimination
of fuel poverty. This may imply a greater concentration of effort on whole house
approaches. One example is the Energiesprong initiative®®, which effectively delivers a
net-zero carbon house through both external wall insulation and on-site renewables,
guickly and with minimal disruption to residents. Further research on the applicability and
cost of this approach and others would be helpful; a particular question is the balance of
costs between a single more expensive intervention, compared to the total cost of a series
of individually cheaper interventions.

2.3 Standards and driver s for consumer demand and engagement

There was also strong support for the introduction of minimum regulated standards of
energy efficiency across all tenures the housing stock, with the precise standards required
rising over time'®. While participants were concerned about lack of access to finance, they
were equally worried about the means through which consumers could be engaged so that
energy efficiency improvements are seen as both important and desirable. There was
general agreement among stakeholders that a mixture of incentives and regulation would
be needed to achieve this.

Detailed suggestions made by stakeholders also included revisions to better reflect energy
efficiency levels in Council Tax, Land and Buildings Transaction Tax (stamp duty) and, for
the commercial sector, equivalent changes to business rates.

2.4 Scottish Government approachtoECO s successor

Given ECO sets specific targets for carbon reduction which they must meet, while at the
same time focusing in part on target groups at risk of fuel poverty, obligated energy
suppliers are understandably concerned about losing control of the delivery of energy

15 http://energiesprong.nlitransitionzero/ - The refurbishments are financed by the energy cost savings; a
refurbishment is executed within 10 days with no need to decant from properties, and comes with a 30-year
energy performance warranty from the builder.

® The Scottish Government has committed to consulting on the introduction of standards in the Parliament
following the May 2016 election http://www.gov.scot/Topics/Built-Environment/Housing/sustainable/Energy-
efficiency-private-sector-homes
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efficiency schemes. Ofgem figures'’ show that more measures have been delivered in
Scotland under most strands of ECO than would be expected, given Scotland’s share of
GB population. At the same time, research for Citizens Advice Scotland shows that
delivery of energy company programmes has been concentrated in lowland Scotland and
urban areas'®. In contrast, the remaining need for the measures provided through ECO
and its successor is concentrated in rural areas.

The UK Government will consult on a third phase for ECO that will run for five years (2017 -
2022) in 2016™. It aims to be a cheaper supplier obligation, delivering low cost measures
to 200,000 homes per year (1 million over the Parliament) with an estimated value of
£640m per year (compared with £870m per year in the current ECO), targeting the
vulnerable and fuel poor.

For this third phase, new powers will mean that ECO is apportioned according to GB
population, with the Scottish Government having greater influence over how the money is
spent in Scotland; resources could be directed towards different geographies or measures.

2.5 Financial s upport

A majority of those who supported the introduction of regulation also wanted it to be
backed up by access to finance. Stakeholders discussed the mix of what types of finance
would likely be required, including continued public sector spending for fuel poor groups,
together with grants and loans for the able to pay market. They also considered some of
the associated delivery issues, notably that advice independent of finance provision would
be needed to ensure consumer confidence. However, there was less consideration of the
detail of financial schemes.

2.6 Reflecting local c ircumstances and needs

While all of the above elements were seen as essential conditions for the delivery of SEEP
aims, discussions also recognised that the means by which support is delivered to
individual consumers is also critical. Delivery (for SEEP including ECO) has to take
account of different physical needs in terms of property type, heating system and location,
but also in terms of consumers’ circumstances, including tenure, engagement processes
and trusted delivery bodies, and, in the case of flats, the views and participation of other
residents in the building.

2.7 Integration of energy efficiency between housing and non -domestic

sectors

There is little detail on this aspect of SEEP in the Thought Leaders report, and the report
notes that at least some participants felt insufficiently informed about how this might work
to discuss the issue. More generally, it is possible to make the following broad brush
comments:

Benefits:

1 A consistent approach — so that public and private sector buildings (domestic and
non-domestic) act as demonstrators of good practice — helps raise the profile of
energy efficiency in general, and of specific measures to improve buildings. This
approach to target both domestic and rural premises may be most effective in rural
areas where there are many SME’s. Rural residents make a clear association

1 https://www.ofgem.gov.uk/environmental-programmes/energy-company-obligation-eco/energy-company-
obligation-eco-public-reports
18 Workshop hosted by Citizens Advice Scotland March 14th 2016 as part of forthcoming research by CAG

consultants on energy efficiency and fuel poverty programmes in Scotland.
19

https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/531964/ECO_Help_to_Heat_Cons
ultation_Document_for_publication.pdf

12| Page


https://www.ofgem.gov.uk/environmental-programmes/energy-company-obligation-eco/energy-company-obligation-eco-public-reports
https://www.ofgem.gov.uk/environmental-programmes/energy-company-obligation-eco/energy-company-obligation-eco-public-reports

between costs for businesses and the viability for employing people as the division
between work and home life is more blurred. The Hadyard Hill project in South
Ayrshire showed over 90% real involvement with residents in a rural area when the
same measures were available to both business premises and homes. As part of a
current area based programme in South Ayrshire where there are flats above shops
the integrated approach to SME’s and homes is working very well.

1 There are specific circumstances — perhaps most obviously in connection with
district heating and where blocks of flats above commercial premises are
concerned — where an integrated approach would clearly add value.

Concerns:

1 There is, as yet, limited experience of joining up or co-ordinating domestic and non-
domestic approaches, though as noted above, there have been some successes to
learn from. In the main, separate programmes, led by different organisations, have
been taken to support for business and the public sector in Scotland. The balance
between heat used for comfort and heat used in industrial processes is not clear.
Reducing demand for the latter will require business development interventions.

1 There are likely to be different drivers for the domestic and non-domestic sectors —
the extent to which financial savings or the need to meet carbon targets are
important will vary by sector.

This is likely to be an area in which further research is needed to inform policy
development — the approaches taken by SEEP pilots, Resource Efficient Scotland and by
business support organisations?® may provide some information too. Already the SEEP
pilots appear to be very heavily subscribed and this would suggest that linking the funding
streams may be considered attractive to local authorities.

ExHAS will continue to contribute towards the development of SEEP by helping to address
the areas where there is as yet less agreement. One concern we have identified, in
addition to those above, is that it is not yet clear what is involved in reaching EPC C in
practice by 2025, and hence it can be difficult to consider what approaches are best suited
to making improvements. The next chapter explores experience and the future needs for
energy efficiency measures in more detail to help address that concern.

3. Trends in Delivery of Energy Efficiency Measures in Scotland
and Implications for Future Programmes

3.1 Overview

The gains made in EPC ratings in Scotland over recent years have largely been a result of
the installation of lower cost insulation measures, combined with increases in the numbers of
efficient heating systems installed. Energy efficiency standards for social housing have also
made an impact, driving significant investment in raising the energy performance of the
social housing stock. Installations of more complex or more expensive measures such as
solid wall insulation (SWI) or renewable heating systems have been far less common,
although progress has been made under recent programmes, particularly in the social
housing sector.

This chapter of the report is intended to inform discussion about the detailed financial needs
of SEEP. In order to do this, for each broad type of intervention, the following sections:

%0 Zero Waste Scotland currently delivers business support programmes
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1 review the current position in relation to energy efficiency measures which have been
delivered;

1 consider what further measures are likely to be necessary to meet the ExHAS aim of
the vast majority of homes reaching EPC C by 2025, but also considering what will
be needed to achieve longer term targets; and

1 suggest the extent to which existing trends are likely to meet EPC C (‘business as
usual’, BAU), and those areas which require further action to bridge the gap; and

1 Comment briefly on the role of advice and support to complement physical
measures.

3.2 Loft and Wall Insulation

For the majority of houses in Scotland®, the combination of loft insulation and cavity wall
insulation provide the main, most cost effective ways to improve energy efficiency.

The chart below® shows that there has been strong progress on delivery of loft insulation.
Figure 2: Depth of Loft Insulation
Figure 9: Depth of Loft Insulation (where applicable) 2003/04 - 2014
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Note: A dwelling is classified as ‘not applicable’ for loft insulation if it has a flat roof or
another dwelling above it (i.e. a mid- or ground-floor flat).

However, as shown below, recorded progress on installation of cavity wall insulation has
been slower. Some 75% of all houses in Scotland have walls with cavities, as opposed to
25% of houses which do not. Insulation work has, as indicated above, been concentrated on
cavity walls because costs are considerably lower than for other types of wall insulation.

2! Those built after 1919.
2 http://www.gov.scot/Publications/2015/12/8460/downloads: SHCS 2014
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Figure 3: Trends in Cavity Wall Insulation 2010-2014%
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3.2.1 Interpretation

The charts show the strong aggregate impacts of mass market, basic insulation schemes in
Scotland, particularly the Carbon Emissions Reduction Target (CERT) and related initiatives.
These programmes have been particularly effective in delivery of improvements in loft
insulation, with over 60% of lofts now being insulated to 200mm or more. The rates of
installation of loft insulation have also slowed in the last few years as a result of changes to
GB-wide energy supplier obligation programmes.

While there has also been historical progress on delivery of cavity wall insulation, the
statistics show it has been at a slower, more incremental rate of just over 2% each year
between 2010 - 2014. The contrast between the rates of improvement is striking given that
both measures were available and widely promoted under the same energy efficiency
programmes. This suggests that there were barriers to installation of cavity wall insulation
which did not apply to loft insulation.

These figures do not address the numbers of rooms-in-roof with combed ceilings that are
uninsulated. This is a major issue in rural areas that has not been tackled through previous
programmes and only now technical solutions are being found that work.

3.2.2 Future need for loft and cavity wall i nsulatio n

Although significant progress has clearly been made in delivery of loft and cavity wall
insulation, there remain some opportunities to make low cost energy efficiency
improvements through the installation of both measures. Some 600,000 lofts — just under
40% of the total - need insulation installed or upgraded to reach 200mm, according to the
figures above.?* In some cases, barriers will need to be overcome such as access, remote
location, or a non-standard install. In addition, room-in-roof combed ceilings need to be
included in insulation programmes.

Further, research for the Scottish Government to inform discussion on minimum energy
efficiency standards® found that installing or increasing the depth of existing loft insulation
was the single most common measure required as part of the packages needed to move
39% of E,F or G rated homes to EPC D. In particular, loft insulation was more commonly
needed in the poorest performing buildings.

3 |pid — Scottish House Condition Survey data used to prepare ExHAS chart

24 For 2009 the SHCS estimated that 1,318,000 lofts had less than 200 mm of insulation, as shown in Table 9. By
2014 this number had decreased by approximately 632,000 to an estimated 686,000 lofts. SHCS Key Findings
2014. The UK CCC has estimated 800,000 lofts yet to be done, though this is based on the National Housing
model apportioned to Scotland, so is likely to be less accurate.

% http://www.gov.scot/Publications/2015/11/4536
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Lower rated homes are much more common in rural areas when compared to the housing
stock as a whole. In part this reflects lack of access to mains gas, but may also link to the
concentration of delivery of measures in more densely populated areas under schemes
mandated by the UK Government and delivered by energy companies?®.

The extent to which further opportunities exist in practice for CWI is unclear, even though the
headline data above suggest that some 518,000 properties had unfilled cavity walls in
Scotland in 2014%". The SHCS notes that it can be difficult to identify whether CWI has been
installed from visual surveys, as remedial works can hide signs of installation.

While opportunities for improvements to E,F and G rated houses through cavity wall
insulation were more limited, CWI was still included in 26% of the packages. CWI was more
commonly associated with improving E rated buildings to level D, and hence will be an
essential part of packages of measures to reach level C

There is also some evidence of remaining unfilled cavities in flats, where the barriers are
associated with engagement® rather than physical construction problems. For example,
research published by the Scottish Federation of Housing Associations looked in detail at the
current position and future energy efficiency needs of the stock of a sample of Housing
Associations across urban, suburban, rural and remote areas®. All contributing Associations
reported that unfilled cavities in their stock were overwhelmingly concentrated in flats where
the Associations did not own a majority of properties and / or were not able to engage other
owners in the blocks to install cavity insulation. This is often due to the administrative
barriers and costs to obtaining agreement to a work programme for improvements.

Forthcoming research for Citizens Advice Scotland (CAS) suggests that unfilled cavities are
more commonly found in rural areas, particularly the Highlands, Dumfries and Galloway and
parts of Ayrshire. This may be due to energy supplier schemes concentrating in urban areas
where delivery was cheaper, though in recent years Scottish Government funding has made
some inroads on compensating for this urban bias. In some rural homes , prevailing weather
conditions (eg wind driven rain)may mean that CWI is not an appropriate measure.

Given the cost-effective role of cavity wall insulation in improving energy efficiency standards
with minimal disruption to consumers, it is important that installation of CWI is maximised. It
would therefore be helpful for further research to clarify the current position by identifying in
more detail the location of unfilled cavities, including;

- The extent to which multi-tenure flats in urban areas remain untreated; and

- The extent to which it is technically appropriate, or not, to fill remaining cavities in
rural areas.

- Explore the evidence on failed CWI e.g. where foam was damaged by moisture,
patchy coverage, fallen to bottom of wall etc. and why.

Given the uncertainties noted in the SHCS, such research could usefully consider both
installer guarantee records and a sample of thermal imaging visits.

We could also learn from the Low Energy Apartment Futures (LEAF) project® which
explored best practice in upgrading tenements across Europe. This project produced an
‘engagement toolkit’ which could help projects overcome issues with getting all tenants on
board with a project. Despite this need for more detailed research, it seems reasonable to

26 |dentified in forthcoming research by CAG consultants for Citizens Advice Scotland and discussed at a
workshop on the research, March 14" 2016.

2" The UK CCC estimates 800,000, which is likely to be an overestimate,

2 This issue was explored in detail in research carried out for Consumer Futures by Changeworks
http://www.changeworks.org.uk/resources/communal-improvements-energy-efficiency-in-tenements-in-scotland

2 http://www.sfha.co.uk/stha/publications/funding-energy-efficiency-in-scotlands-existing-homes
0 http://www.lowenergyapartments.eu/
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conclude that there remains a need for loft and cavity wall insulation to remain available to
help reduce both consumers’ bills and CO2 emissions.

However, the historically lower rates of installation of cavity wall insulation in particular, and
recent slowing of rates of loft insulation, suggest that current methods of promotion and
delivery of the measures are reaching the end of their effectiveness, and that changes are
needed to reflect current circumstances. In particular, the data currently available suggest
that emphasis is needed on tailored engagement of consumers in different circumstances,
especially:

- those in rural areas, where detailed assessment will be needed to check that CWI
is appropriate to the conditions in which the property stands, and

- inurban areas where lack of engagement in multi tenure blocks of flats has been
highlighted as a barrier.

In addition, ExXHAS members are also aware of instances of non-standard or inaccessible
lofts which were not insulated under previous programmes; by definition, delivery of
insulation in these instances will require a bespoke approach.

3.3 Solid Wall Insulation (SWI)

In addition to the measures discussed above, a wider range of energy efficiency solutions is
needed to raise the EPC level of homes which have different types of solid walls. Scottish
Government data® show a total of 613,000 dwellings with solid walls in Scotland in 2014. Of
those, only 85,000 (14%) were insulated.

As with other insulation measures, the majority of installations are currently driven by the
public sector, most recently a combination, at the point of delivery, of ECO* and Scottish
Government funding. The data show that a total of 19,000 solid walls were insulated in 2013
and 2014 combined, exactly the same number as that for which ECO delivered support.
These installations were concentrated in lower Scottish Index of Multiple Deprivation (SIMD)
areas.

Positively, the total in 2013 and 2014 combined was more than double that recorded over
the previous three years. This increased rate of delivery was a result of the Scottish
Government approach of using HEEPS-ABS funding to match ECO*. However, changes to
reduce the cost of ECO subsequently reduced the scale of delivery of solid wall insulation®*.
In practice, this means that Scottish Government is now the main substantive source of
support for SWI in Scotland.

In addition to energy supplier and Scottish area-based programmes, just under 1,000 homes
with solid walls were insulated privately with partial grant support from the Scottish
Government® between March 2014 and November 2015, and a predecessor scheme
similarly supported just under 1,000 installations. An interest-free loan scheme is currently
available®; although no formal statistics have been reported, informal feedback suggests
that there is, not surprisingly, less demand for SWI under this scheme.

There is some evidence, albeit limited, offurther private demand for SWI, for example in
areas where suppliers are already working on HEEPS-ABS contracts and have offered lower

31 Seottish House Condition Survey, table 12

2 While ECO is delivered by energy suppliers, the scale and form of its delivery is determined by the UK
Government, and hence can be regarded as driven by the public sector.

s Ofgem monitoring reports show that Scotland consistently recorded more measures per household than other
GB countries under the ECO sub-programmes which supported solid wall insulation
https://www.ofgem.gov.uk/publications-and-updates/energy-companies-obligation-ecol-final-report

* Ibid; changes were determined by the UK Government

% http://www.energysavingtrust.org.uk/heeps-cashback-statistics; the cashback programme was funded by the
Scottish proportion of a UK-wide Green Deal cashback scheme which has subsequently closed.

% http://www.energysavingtrust.org.uk/heeps-loan-scheme
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cost installations to private households in the local area. There could be scope to explore
this approach further and establish case studies where local authorities have procured
measures in bulk and then offered this best-value deal to the wider locality of owner
occupiers (able to pay).

Using a similar partial grant model, the Scottish Government also supported social landlords
to install SWI in 518 houses in 2013-14, with a further 736 installations in 2014-15% .

3.3.1 Scale of need and gportunity for SWI

The Scottish House Condition Survey found that some 528,000 houses had uninsulated
solid walls in 2014. Different approaches to insulation of solid walls will be needed under
different circumstances, and may not be necessary in all cases to reach EPC C; for example
17% of pre-1919 properties (more likely to be flats with efficient boilers) are already in EPC
band C®*,*.

In contrast, SWI may also be needed in some circumstances where cavity wall insulation
could in theory be installed:

- Solid wall insulation has been installed as part of wider areas regeneration work in
some circumstances, even where cavity wall insulation might be technically possible,
combining increased energy efficiency with wider building improvements. EXHAS
members highlighted that this approach has been taken successfully in local areas
across Scotland; and

- As implied by the dicussion on above, SWI may be needed in some exposed areas
where driving rain means that cavity wall insulation would not be an appropriate
measure.

The UK Committee on Climate Change (CCC)* has also examined the role of SWI in
reducing carbon emissions. Their report suggests that 200,000 further solid wall properties
should be insulated by 2032, which they identify as the majority of fuel poor households
needing this measure. Alongside SWI, the Committee also identify a big role for heat pumps,
discussed in the section on heating below. The Alliance recognises that there is likely to be
some overlap between properties needing these measures, and that heat pumps are much
less likely to deliver cost or carbon savings in the absence of insulation.

In addition, the CCC includes a number of other smaller measures that reduce the need for
heating such as floor insulation, improved glazing, heating controls and lighting. They also
note the importance of behavioural measures.

The Alliance position of EPC C by 2025 is more ambitious than the CCC scenario because it
is addressing both the climate change and fuel poverty challenges. We also believe there is
merit in taking a fabric first approach to achieve best value for any heat generation, in
particular renewable heat. Detailed research is needed to determine what measures,
including SWI, would be necessary to reach EPC C for all homes. However, taking into
account the figures above, it seems likely that approximately 400,000 properties* would

*" Ibid

%8 http://www.gov.scot/Publications/2015/12/8460/downloads: SHCS 2014

% This is also consistent with a conference report by Changeworks which noted, among many other findings, that
solid walls often perform better in energy efficiency terms in situ than when modelled.
http://www.changeworks.org.uk/resources/solid-wall-insulation-in-scotland

*% https://www.theccc.org.uk/publication/scottish-emissions-targets-2028-2032-the-high-ambition-pathway-
towards-a-low-carbon-economy/

* There are 528,000 houses with uninsulated solid walls, of which 213,000 pre-1919 tenement flats. It is likely
some of these flats can achieve C through replacing the boiler and improving windows (17% are already C), but
there will be walls with unfillable cavities and ground, top floor and gable end flats will be harder to treat. Hence,
for the purposes of this report, we have made a guesstimate of the SWI need as 400,000 properties though
clearly research is required to better understand the need.
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require SWI to reach EPC C, and that some 260,000 of these are occupied by fuel poor
households.

ExHAS recogises that there are significant challenges involved in increasing take-up of solid
wall insulation:

3.3.2 Cost

Social housing providers quote typical installation costs for external wall insulation in flats in
urban areas at around £10,000 per dwelling**. Modelling work undertaken by the Scottish
Government to inform the development of REEPS gives a cost range of £4,500-£15,000,
with a central cost of £9,000. There is some evidence that some types of solid wall found in
older houses in Scotland are, in practice, more energy efficient than is suggested by
modelling®. While this means their running costs and emissions will be lower in practice, it
also makes it difficult to predict and deliver savings.

3.3.3 Technical complexity

Different types of solid wall require different insulation approaches**. Research with Housing
Associations found that the use and benefits of external wall insulation on concrete
construction post war buildings was well understood*. In addition, Historic Scotland has
carried out a range of detailed technical studies, many of which consider energy efficiency in
different types of traditional buildings*. Some of these studies have tested innovative
insulation measures which could be ‘mainstreamed’ as part of the ‘Scottish ECO’ given the
number of stone-walled buildings in Scotland.

However, the Housing Association research also found that the costs and benefits options
for SWI in other building types, particularly stone buildings where the visual appearance of
the building for conservation purposes is critical, were less widely understood by
practitioners. This suggests that more work is needed to bridge the gap between existing
research and delivery.

3.3.4 SWI Summary

While there has been less progress in installation of SWI as a result of the issues above,
higher rates of take-up are needed to ensure that the majority of homes meet EPC C,
addressing both fuel poverty and climate change targets. The UK Committee on Climate
Change (UK CCC) projections for the buildings sector in their cost-effective path to achieving
emissions reduction targets acknowledge the importance of SWI in tackling both fuel poverty
and climate change ; however, the Alliance considers that a target beyond that proposed by
the CCC is needed:

I The CCC projection of 200,000 SWI installations by 2030 implies a delivery rate of
about 14,000 installations each year; while this is an increase on current activity of
around 10,000 each year, it does not represent a level of ambition consistent with a
National Infrastructure Priority and would not ensure the great majority of homes
reached EPC C alleviating and preventing fuel poverty; and

1 Itis widely accepted that improvements to building fabric to reduce heat demand are
necessary to maximise the benefits of new heating systems. This is particularly the
case for renewable heating systems. As noted above, widespread roll out of heat
pumps will be less effective if not accompanied by SWI where needed.

2 hitp://www.sfha.co.uk/sfha/publications/funding-energy-efficiency-in-scotlands-existing-homes
:i http://www.changeworks.org.uk/resources/solid-wall-insulation-in-scotland
Ibid
5 hitp:/lwww.sfha.co.uk/sfha/publications/funding-energy-efficiency-in-scotlands-existing-homes
“® http://www.historic-
scotland.gov.uk/index/heritage/technicalconservation/conservationpublications/technicalpapers.htm
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3.4 Future Insulation Trends under Business As Usual

As noted above, the delivery of all insulation measures in Scotland is almost entirely driven
by the public sector, either through direct spending or through obligations placed on energy
suppliers by the UK Government*’. The start of the main delivery phase of SEEP (April
2018) has been timed to coincide with the Scottish Government acquiring a degree of control
over ‘ECO3™8. The UK Government Department of Energy and Climate Change (DECC) has
stated its intention for this successor programme to deliver 1,000,000 low cost measures,
targeting fuel poor households, at an estimated total cost of £3.2bn over 5 years from April
2017%.

We assume that approximately 9% of this total, or some £60m, will be apportioned to
Scotland based on population share. We also assume this funding will be set against basic
measures such as loft and cavity wall insulation, although the Scottish Government may
wish to direct the funding towards other energy efficiency priorities — however, this would not
change the total size of the funding gap for all insulation measures combined discussed in
table 1.

2016-17 Scottish Government funding™ for energy efficiency is £103m, of which £50m is
allocated to local authorities for HEEPS-ABS and is expected to target solid wall insulation.
£19m is allocated towards Warmer Homes Scotland, mainly delivering heating systems, but
also including insulation measures, including a limited number of SWI installations. A further
£24m is available for interest free loans, supporting a range of both insulation and heating
measures. To illustrate the scale of the gap for funding for solid wall insulation, we have
therefore assumed that £15m of the loan fund is targeted towards SWI; this ratio is based on
the relative popularity and cost of SWI under the most recent phase of the Green Homes
Cashback scheme®. This gives an estimated total of £65bn available for SWI in each year in
the lead up to 2025; the actual total may be slightly higher as loan funds may be repaid and
therefore be available for reinvestment.

Table 1: Current and planned spending on energy efficiency in Scotland

Annual spend Measures
Scottish Government
HEEPS-ABS £50m SWI (primarily)
Warmer Homes Scotland | £19m Heating systems & insulation
Interest free loans £24m . .
HES £10m Insulation & heating
Scottish Government £103m
total
UK supplier obligation
ECO3 2016/17 c. £60m Based on historiactivity
TOTAL FUNDING £163m

" For example, the SHCS shows that the numbers of recorded insulated cavity and solid walls have grown
almost exactly in line with installations funded through ECO, tables 11 and 12. Further, installations under the
Green Deal were only 4% of the total funded by ECO and the Green Deal when both programmes were running.
8 New powers under the Scotland Act will mean the Scottish Government can determine how supplier
obligations are designed and implemented in Scotland, as long as it is not to the detriment of the rest of the UK.
49 https://www.gov.uk/government/news/what-the-government-is-doing-to-secure-investment-in-clean-secure-
and-affordable-energy--2

0 http://www.gov.scot/Topics/Government/Finance/18127 page 93

®! http://www.energysavingtrust.org.uk/green-homes-cashback-statistics 30% of the count of measures
supported were solid wall insulation; however, SWI attracted the largest grant, and so would form a significantly
higher proportion of the total spend, and so we have estimated that around 60% by value of a future loan scheme
would support SWI.
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The table below summarises the information above, using average quoted costs taken from
Scottish Government research carried out to inform the development of regulation of energy
efficiency in private sector housing?.

Table 2: Estimated number of headline insulation measures and costs to reach ECP C in the
majority of Scottish Homes

Measure Number of | Estimated | Total Current Current Total Gap
measures | cost/ cost private Public spend to
needed by | measure Spending Spending | 2025 (10
2025 pa / supplier | years),
obligation | assuming
per year continued
current
spending
Loft 600,000 £350 £210m Very limited | ECO 3 - | £600m £128m
insulation / est
top up Scottish
- — share =
Cavity wall Up to £1,000 £518m Very limited £60m
insulation 518,000
Solid wall Up to £9,000 £3.6bn Very limited | SG £650m £2.99bn
insulation 400,000, HEEPS-
of which ABS =
260,000 £65m>
fuel poor

3.4.1 Heating Systems

This section considers different heating systems and fuels and changes needed to improve
energy efficiency levels in Scotland. The Scottish Government has stated that heat will be
included in SEEP, and the choice of heating fuel and heating system has a significant impact
on carbon emissions, costs and therefore EPC level. In particular, the REEPS modelling
work shows that very significant gains can be achieved by moving from electric heating to
gas central heating systems. EPC gains from installation of different types of renewable
heating or district heating are less clear. The impact will depend on the system to be
installed, the existing system to be replaced and the insulation of the property as well>*.

It is also important that heating systems are installed after insulation measures — the fabric
first approach — so that smaller systems which are both less expensive to install and to run
are chosen.

In common with wall insulation, there is a sharp division between the measures needed to
meet EPC C in different circumstances and the associated costs. For those with access to
mains gas (78% of homes in Scotland use this fuel®®), an efficient condensing boiler
provides the best and lowest cost current approach of reducing both running costs and
carbon emissions. For those using other fuels to heat their homes, a range of solutions will
be needed, all of which are more expensive. However, fuel poverty is significantly higher
among off gas consumers:

%2 Costs taken from Scottish Government Developing REEPS: Modelling improvements to the target stock, table
4.2

53 hitp://news.scotland.gov.uk/News/Over-100-million-to-fight-fuel-poverty-1831.aspx
> Note modelling for REEPS suggests a mean change in SAP of 14.2 points (table A8.6)
55 http://www.gov.scot/Publications/2015/12/8460/downloads: SHCS 2014
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- Replacement boilers for heating oil or LPG systems (6% of homes in Scotland) in off
gas areas will reduce costs and carbon in the short term. However, these fuels are
generally more expensive than mains gas and their prices are also more volatile®
and renewable heating systems are likely to provide lower carbon heating at a more
stable cost.

- Electric heating is used by 13% or 316,000 households, more commonly by lower
income consumers, and is often installed in high rise flats and social (or former
social) housing in urban areas, as well as more widely in rural areas which do not
have access to mains gas®’. Fuel poverty in Scotland is more strongly associated
with the use of electric heating — 60% of electric heating users are fuel poor - than
any other single factor, due to the higher unit cost of heat in combination with the
income levels of consumers who rely on it..®. There is also an issue with lack of
understanding of how storage heaters work

For those using electric storage heating and for whom connection to mains gas is not an
option, alternatives include individual renewable heating systems such as heat pumps and
biomass chip or pellet boilers, or, particularly in flats or dense urban areas, connection to
district or communal heating systems. Other alternatives include initiatives to store heat and
energy, thereby creating cheaper energy sources. Over the next ten years, renewable
heating will play an increasing role in addressing fuel poverty and as part of the longer term
effort to away from mains gas in order to meet longer term carbon targets. Both short and
longer term perspectives on different heating options are discussed below.

The carbon impacts of electricity are also currently significantly higher than other fuels — the
Scottish House Condition Survey quotes SAP 2012 figures of 0.519g CO2 per kWh
electricty, against 0.216g for mains gas and 0.298g for heating oil — although these should
fall as lower carbon generation sources increase in capacity.

Changes to Scottish Building Standards mean that all boilers installed since 2007°° must
now be more efficient, condensing boilers. The impact of this change can very clearly be
seen in the chart below, with increases in the proportion of more efficient boilers rising at a
constant five percentage points in each of the last four years recorded.

Figure 4: Trends in condensing boiler installation in Scotland 2007-2014
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% Heating oil prices are currently comparable to, or slightly below mains gas per kWh, but are much more
volatile as shown in charts available at https://www.boilerjuice.com/heating-oil-prices-scotland/

®7 Off Grid Fuels, Consumer Focus, 2012
®8 Scottish House Condition Survey, figure 21
%9 unless impractical for specifically defined circumstances
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Around 100,000 replacement boilers are installed each year. Scottish Government figures®
show that 5,400 full heating systems were installed and a further 4,800 boilers were replaced
under Scottish Government schemes in 2013/14. A further 2,108 systems were installed with
limited grant support from the HEEPS cashback scheme between July 14 and November
15°,

Even allowing for further public sector work by social housing providers and installations
supported through ECO®, it is clear that the great majority of new boilers are installed by
private sector consumers without any government subsidy

It seems reasonable to assume these trends will continue® as existing, less efficient boilers
come to the end of their working lives and are replaced and assuming current commitments
driven by the public sector are sustained. As a result, the vast majority of fossil fuel central
heating systems will be driven by efficient condensing boilers by 2025.

This trend could, even in isolation, have a significant impact on the achievement of EPC
level C for some properties currently in band D, as well as raising the energy efficiency
levels of lower rated properties. It would be helpful to better understand this impact as part of
wider modelling of measures needed to reach EPC C.

While condensing boilers are delivering clear short and medium term benefits in terms of
both affordable energy and reduced carbon emissions, a longer term shift away from fossil
fuel boilers will be needed to meet carbon targets. For example, modelling undertaken for
the last UK Government heat strategy (2013) indicates that there is likely to be no role for
standalone gas boilers by 2050. This issue is explored in more detail below.

3.4.2 Options for users of o ther heating fuels

Connection to mains gas

In urban or rural areas with easy access to mains gas, connection to the gas network is likely
to represent the most cost effective option to reduce both costs and carbon emissions in the
short term.

Support is currently available for gas connections via grants for consumers at risk of fuel
poverty (lowest 25% of areas under the SIMD; SGN (Scotia Gas Networks) has an obligation
to make a total of 17,000 connections between 2013 and 2021%. Scottish Government
figures show that the number of households using either gas or oil as fuel for their central
heating system has increased from 1.896m in 2007 to 2.014m in 2014, suggesting that there
is some private demand for gas connection. Zero interest loans for able to pay consumers®
are also available to assist with up front costs for connection.

Individual h ousehold renewable heating systems

For many off-gas homes, individual household renewable heating systems may be the best
solution both to address fuel poverty and reduce carbon. It is difficult to quantify the number
of installations supported under previous programmes, as the Scottish House Condition
Survey does not yet separately record heat pumps as a category. However, the survey did
record 8,000 biomass systems installed in homes in Scotland in 2014.

60 http://www.gov.scot/Topics/Built-Environment/Housing/warmhomes/heeps

51 hitp://www.energysavingtrust.org.uk/heeps-cashback-statistics

%2 Figures published by the Scottish Government http://www.gov.scot/Publications/2016/03/5347

%3 Some 100,000 boilers are installed each year in Scotland. SG programmes have Warmer Homes Scotland
has finance committed for 7 years from April 2015, Spice briefing on energy efficiency programmes
http://www.scottish.parliament.uk/parliamentarybusiness/95298.aspx

64 https://www.sgn.co.uk/News/2016-Mar-News/SGN-Help-to-Heat-initiative-reaches-milestone-in-tackling-fuel-
poverty/

5 hitps://www.sgn.co.uk/Our-Services/SGN-Financial-Help/ Loans of between £500 and £5000 are available via
EST in Scotland.
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Data on more recent systems, installed in Scotland with support from the Renewable Heat
Incentive Scheme®,*” between April 2014 and February 2016, gives an indication of current
rates of progress. These data show that, while take-up in Scotland exceeds pro-rata GB
population share by some margin, absolute numbers are quite limited:

Air Source Heat Pumps 4366 (21% of GB total)
Ground Source Heat Pumps 868 (13% of GB total)
Biomass boilers 3223 (28% of GB total)

DECC data also show that, at GB level, the great majority of most technologies have been
installed by owner occupiers. The exception to this is ASHPs, over 40% of which have been
installed by social landlords. This is consistent with SFHA research, in which a number of
Housing Associations reported extensive use of ASHPs®. ASHPs were also funded under
earlier Scottish Government fuel poverty programmes.

As with all new technologies, research shows the importance of supporting consumers —
particularly the vulnerable groups more likely to live in social housing — to ensure they
understand the best way to use new heating systems®®.

These figures suggest annual installation rates, across all renewables technologies, of
around 4,500 systems in Scotland.

In contrast, the Committee on Climate Change suggests that a total of 430,000 ASHPS
should be installed by 2030 to meet carbon targets, of which 280,000 would be in existing
buildings™. In line with the discussion above, the CCC suggest that these systems should be
concentrated in homes without access to mains gas, the majority of which would use heat
pumps under this scenario.

As discussed above, the CCC has also recommended that 200,000 homes with solid walls
should be insulated. However, as heat pumps generally provide heat at lower temperatures
than fossil fuel systems, they are more effective in insulated buildings. EXHAS therefore
considers that this level of ambition for delivery of heat pumps may in turn require higher
levels of solid wall insulation, to ensure older, off-gas properties have affordable, low carbon
warmth.

The Alliance has some concerns regarding the target of 280,000 heat pumps installed in
existing buildings by 2030. Firstly, this figure requires an average of 17,500 systems to be
installed each year, which is some 3.5 times current rates. It is not clear that either consumer
demand nor industry capacity exists to support this. Further, the main source of support for
household level renewable heating, the RHI, is currently funded until 2020/21, though a
recent UK consultation™ on the future of the RHI beyond this date which proposed much
higher levels of funding and deployment .

Taken together, the Alliance considers that there will be a need for higher delivery rates
SWI to optimise renewable heat generation, alongside investments in low carbon heating
technolgies and support for the supply chain.

56 hitps://www.ofgem.gov.uk/environmental-programmes/domestic-renewable-heat-incentive
7 https://www.gov.uk/government/collections/renewable-heat-incentive-statistics

68 http://www.sfha.co.uk/stha/publications/funding-energy-efficiency-in-scotlands-existing-homes
69

http://webarchive.nationalarchives.gov.uk/20130523170158/http://www.consumerfocus.org.uk/scotland/publicatio
ns/21st-century-heating-in-rural-homes
0 https://lwww.theccc.org.uk/publication/scottish-emissions-targets-2028-2032-the-high-ambition-

pathway-towards-a-low-carbon-economy/
71

https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/505972/The_Renewable_Heat_Inc
entive_-_A reformed_and_refocussed_scheme.pdf
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Connection to District Heating

Where individual household solutions are not possible district heating is likely to represent
the next most cost effective way of reducing costs, particularly in Scotland’s 57,000 high rise
flats’> where installations have been concentrated’. District heating also has the potential to
offer greater carbon savings that are generated by a move to individual gas boilers, as the
heat source can be generated from renewable sources.

However, while district heating helps reduce costs for those relying on electric storage
heating, costs per kWh of heat supplied mean that new district heating systems are currently
unlikely to be competitive with mains gas in the absence of significant support for capital
costs™ in the near term. A low interest loan fund, run by the Scottish Government, is
available.”™

The Scottish Government Heat Policy Statement™ gives a target of 40,000 households to be
connected to district heating systems by 2020, with a total heat demand of 1.5 TWh. The
Committee on Climate Change suggests’’ a 2030 target of 2.6 TWh, which would, on a
similar basis, equate to just under 70,000 households. However, the Committee also note
that they expect much of the additional take-up to be in public and commercial buildings.

The Scottish House Condition Survey shows that 35,000 households were already
connected in 2014®. The figure had increased by 10,000 compared to 2013, although there
is some evidence that, as with SWI, the increase was supported by funding from ECO before
that scheme was cut and district heating connections were excluded. The great majority of
connections were in the social sector.

Given this, together with current installation rates and taking into account the UK CCC
figures above, we consider that a target of a total of 60,000 households connected,
concentrating on those using electric heating in high flats, is a reasonable target for SEEP by
2025.

However, of all measures discussed in this report, district heating is arguably the one most
dependent on policy changes outside the housing sector. The Scottish Government Expert
Commission on District Heating recognised this in its range of recommendations, which,
among others, included points on:

- Promoting the connection to heat networks of public sector buildings, in order to
provide a baseload and revenue stream for new systems — a point reinforced by the
Committee on Climate Change; and

- Using the planning system, in tandem with other measures, to drive connections as
an integrated part of new construction.

Next generation storage heaters

Finally, replacement with more efficient, next generation storage heating systems may at
least improve the circumstances of electric storage heating users in the short term, ideally in

2 The Scottish House Condition Survey identified 57,000 flats in high rise buildings in 2014, p15

3 Also identified by the Scottish Government’s Expert Commission on District Heating

™ Based on information provided by applicants to a recent Scottish Government grant scheme. Mains gas costs
are around 4p / kWh; while this excludes the cost of boilers and annual maintenance, these costs would not be
visible to tenants in any case

'S http://www.energysavingtrust.org.uk/district-heating-loan

78 https://www.google.co.uk/search?g=scottish+government+heat+policy+statement&ie=utf-8&oe=utf-
8&aws_rd=cr&ei=3AXcVoKCPbPb6QSvkpToCw

7 https:/iwww.theccc.org.uk/publication/scottish-emissions-targets-2028-2032-the-high-ambition-pathway-
towards-a-low-carbon-economy/

"8 SCHS 2014, Table 5 gives a figure of 35,000 households using ‘communal heating’ of which 28,000 were in
the social sector. The 2013 survey was the first to record this form of heating, and gave a total figure of 25,000
households connected, of which 20,000 were in the social sector.

" http://www.gov.scot/Topics/Business-Industry/Energy/Energy-
sources/19185/Heat/ExpertCommission
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combination with assistance to reduce their costs. However, this doesn’t address carbon goals
unless the grid is decarbonised.

3.4.3 Heating systems: summary
On the basis of the above discussion, current trends suggest that:

- The great majority of gas and oil boilers will have been replaced by efficient
condensing boilers by 2025, at a total cost of some £2.6bn. Most of this investment,
as now, will be made by householders and no additional public spending is needed
beyond continuation of existing annual budgets.

- Individual household renewable systems, assuming continued support through the
RHI and allowing for modest expansion, may be around 5,000 installations each
year, or 50,000 in total by 2025. Taking into account the number of off-gas
properties, the Committee on Climate Change, considers that 280,000 new systems
will be required in existing homes. This represents a very significant expansion of
ambition. In our view, this level of take-up will not be achieved with current UK or
Scottish Government policies.

- Neither is it possible, on the basis of current information, to predict the likely
expansion of district heating schemes. At the present time, the majority of schemes
are for new developments, and connection for existing homes tends to happen only
through social housing providers. Regulation will be required to facilitate and support
the expansion of schemes, alongside significant public sector investment. However,
taking into account current deployment, the cost of alternative fuels and the advice of
the Committee on Climate Change, the Alliance consider that a total of 60,000
connections is a reasonable target for 2025, with installation concentrating on high
rise flats where the benefits to fuel poor households are likely to be greatest.

3.5 Support Beyond Energy Efficiency : Advice and Behaviour Change

ExXHAS members recognise that provision of physical measures alone is not sufficient to
deliver affordable warmth for low income households. Scottish Government figures show
that 19% of households living in EPC C rated homes remain fuel poor®® demonstrating that
energy efficiency, while an essential element, is not sufficient on its own to address the
problem.

Research® shows that support is needed for consumers to ensure that they understand how
to effectively use heating controls on heating systems, such as renewable heating systems.
However, the experience of Housing Associations®” also shows that assistance can help
tenants better understand how to use traditional technologies such as storage heaters, set
timers and thermostats to meet their needs, or help them reduce billls by moving to lower
cost tariffs or accessing benefits to which they are entitled.

Different advice services are provided by Home Energy Scotland (E9m pa as part of the
overall package of funding from the Scottish Government), as well as by national charities
(Citizens Advice Bureaux), local community groups (those funded through the Climate
Challenge Fund), Local Authorities and Housing Associations.

While advice and support is by its nature bespoke to the household involved, the Alliance
considers that research is urgently needed to identify what services are provided by different

8 Scottish House Condition Survey 2014, p70

8l http://existinghomesalliancescotland.co.uk/policy/existing-homes-alliance-calls-for-energy-efficiency-to-be-
natioinal-infrastructure-project-in-2016out-policy-asks-for-
2016/http://webarchive.nationalarchives.gov.uk/20130523170158/http://www.consumerfocus.org.uk/scotland/publ
ications/21st-century-heating-in-rural-homes

82 http://www.sfha.co.uk/stha/publications/funding-energy-efficiency-in-scotlands-existing-homes
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groups just now, how they are funded, and how they measure success, in order to inform
what should be delivered through SEEP in future. It would also be useful to learn lessons
about approaches or intermediaries most effective at reaching different target groups; for
example, the evaluation of the Big Energy Saving Network®, funded by DECC, highlights
the effectiveness of different intermediaries in reaching different target groups. Research
should consider all aspects of support, covering income maximisation, energy tariffs and

switching, as well as effective use of heating controls and other technologies.

Related to this, the Alliance believes that a discussion is needed on future targeting of the
Winter Fuel Payment, Cold Weather Payments and Warm Homes Discount as these are due
to be devolved to Scotland. While the Alliance recognises that changes to benefit eligibility
will always be contentious, the significant sums involved mean that targeting must be as
effective as possible to help address fuel poverty.

4. Bridging the Gap

4.1 Overview

The chapter above provided quantified estimates of the number of main measures and their
cost needed to meet the aim of the great majority of homes reaching EPC C by 2025.
Further, the analysis provides, where possible, estimates of current spending and the likely
gap between current levels and what may be needed. The analysis suggests that a
programme to raise the vast majority of homes to EPC C by 2025 (over ten years) would be
£7.1 bn with a funding gap of at least £3.2bn over 10 years, or £320m per year. This
assumes that spending levels by the Scottish Government and an energy supplier obligation
continue for ten years at the current rate. The funding gap will need to be met by a
combination of public and private investment.

These figures are lower than those provided in the May 2015 ExHAS policy paper® which
concluded that the total cost of the programme would be £10.65bn over ten years. This is
because EXHAS policy paper was based on research which included many more measures,
and also allowed for costs to the government for guaranteering and subsidising the low-
interest loans. The EXHAS paper also did not include the supplier obligation funding
contribution.

ExXHAS accepts that the figures in this report can only be estimates, and that additional
measures, such as draughtproofing, replacement doors, hot water tank jackets or solar hot
water or solar PV, will also be needed in some houses. Further, the figures reflect only the
cost of installation of physical measures — they do not take account of administrative costs,
or of the additional costs of engagement or of advice on behaviour change.

With those reservations, the table below summarises our analysis of both common insulation
measures and heating systems likely to be needed to meet EPC C by 2025. The Alliance
emphasises, though, that this is an interim target rather than a final destination and that the
development of the NIP should consider how to improve energy efficiency towards net zero
by 2050. The table also includes an estimate of costs to provide advice, support and
behaviour change measures.

83 https://www.gov.uk/government/publications/big-energy-saving-network-grant-offer-fund
84 http://existinghomesalliancescotland.co.uk/wp-content/uploads/2015/05/EXHA_policybriefing_May2015.pdf
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Table 3: Summary of main measures needed to reach EPC C by 2025, costs and likely funding
gaps (estimates)

Measure Number | Cost per | Total Current Current Total Total Gap
needed measure | cost private public public private
by 2025 spend pa spend pa spend to | spend
2025 (10
years)
Loft 600,000 £350 £210m Very limited SG energy
insulation / efficiency
top up & fuel SG
_ _ poverty £1.03bn
_CaV|ty yvall Up to £1,000 £518m Very limited programm | +
insulation 518,000 es £103m
Solidwall | 400,000 | £9,000 | £3.64bn | Very limited | , El:‘erﬁ}a’r
insulation obﬁp fi
ECO 3 — gation
Replaceme | Approx £2,600 £2.6bn £228m 9% ofest. | £600m £2.28b | No
nt boilers im UK total n gap
Support for | Enhance £120m cost =
consumers | level of £60m
/ behaviour | support —
change behaviou
advice r change
TOTAL £7.09bn | £228m £163m £1.63bn | £2.28b | £3.18

The figures reinforce the views of EXHAS members, which are summarised below.

There remain both opportunities and needs for continuing installation of basic measures over
the next decade. However, most recent rates of progress suggest that — particularly for
cavity wall insulation — new delivery approaches to engagement are needed. There has
been widespread promotion of basic insulation measures, often installed at no cost to
consumers. It seems likely that different approaches will be needed to drive further progress
among harder to reach groups, possibly working through locally or sectorally important
trusted intermediaries, to focus on those geographies, tenures and households in which
opportunities remain. There is a need for more research into consumer preferences and
willingness to pay.

The vast majority of the £3.2bn gap in funding is needed to support the installation of solid
wall insulation. In the case of district heating and household level renewable heating
systems, it has not been possible to quantify the possible cost or gap in funding. For district
heating, the costs for delivery and connections will be significant. Domestic renewable heat
is also expensive, though support through the RHI is available at least until 2020/21. The
scale of the gaps in funding for solid wall insulation and lower carbon heating systems is
such that different approaches to funding will clearly be needed, even if the Scottish
Government chooses to redirect ‘ECO3’ away from basic measures. EXHAS believes a
combination of both regulation and financial support will be needed to encourage private
investment.

While EXHAS members recognise the need to generate private sector investment, we also
consider that many of the households in need of support are unlikely to be in a position to
provide significant funding themselves — for example, many of the costs of improvement
identified relate to those using electric heating, 60% of whom are in fuel poverty. Similarly,
rates of fuel poverty are higher in rural and remote areas where more expensive solutions
like solid wall insulation and/or alternative heating systems will be required; the CCC
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estimates 260,000 fuel poor households needing SWI. SEEP will therefore need to look at
different combinations of regulation, grants and incentives to deliver its overall aims.

In addition, we recognise that support on energy efficiency behaviours is needed, to ensure
that physical measures, particularly heating systems, are used effectively. Increasing partner
delivery is essential to achieving integrated advice across all sectors. There are examples in
Scotland where early education within schools is linked to school and home energy use (and
cost) to highlight the importance of energy saving behaviour throughout people’s lives.
These pilots must be highlighted.

Finally, we believe that wider detailed actions on the part of the Scottish Government are
needed to create the right policy context to drive progress, including the introduction of
minimum standards and greater use of the planning system and of consequential
improvements. A central role for the Scottish Government will be the creation of a team, as
with other infrastructure projects, to oversee all aspects of delivery and ensure that there are
clear and accountable governance arrangements.

We explore each of these issues below.

4.2 The role of minimum standards of energy e fficie ncy in generating

demand for energy efficiency

The Scottish Government convened a working group to consider issues around the
introduction of minimum standards in relation to the least energy efficient houses — those
rated E, F and G® - in the private sector. A consultation on the introduction of minimum
standards is expected in the new Scottish Parliamentary term. Discussion concentrates on
the private sector, as the social rented sector has for some years had to meet standards,
levels of which have recently been raised®.

ExXHAS considers that there is a compelling case for intervention to improve the performance
of these homes. This is particularly important given that fuel poverty among households in F
and G rated homes is reported by the Scottish Government to be 73%°®’, compared to 19%
for those in B and C rated homes. It is important to emphasise that the Alliance sees
standards as complementary to, rather than a replacement for, other measures. ,
Regulations, as explored below, help drive markets, and, in the absence of regulation,
increased Government spending would be needed to engage homeowners or landlords to
make necessary improvements.

Raising the standards of the individual houses affected would have obvious and significant
benefits for their residents. The numbers of homes affected would be limited to around
400,000 if standards were set at D (or just over 170,000 fewer if standards were set at E). It
would also be possible to set a relatively low standard (band E) with a trajectory to raise the
standard to D within a certain time period. Further work would subsequently be needed to
reach the next level, implying repeat visits, with associated delivery costs, through
successive programmes. Research to compare total costs of these repeat interventions with
the cost of a single, if more expensive intervention, would be helpful.

ExHAS has explored the case for regulation in detail®®. We consider that regulation should
initially set a minimum standard of EPC ‘D’ at the point of sale or rental, with implementation
five years from the point of introduction of the regulations. For owner occupiers we believe
there should be an option to pass the obligation on to the new purchaser, with the costs
absorbed as part of the sale transaction. Thus, in reality, improvements can be funded on

8 hitp://vww.gov.scot/Topics/Built-Environment/Housing/sustainable/Energy-efficiency-private-sector-
homes/REEPS-Working-Group

8 hitp://www.energyefficientsocialhousing.org/

87 Scottish House Condition Survey 2014, p70

8 hitp://existinghomesalliancescotland.co.uk/policy/why-we-need-a-minimum-energy-performance-standard-for-
existing-private-homes/
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the basis of the equity in the property. In line with views expressed at the Thought Leaders
event, the regulations should be accompanied by appropriate finance packages and advice
to assist with compliance, especially given the prevalence of fuel poverty in these houses.

We also believe that the regulation should establish a trajectory over time, gradually moving
towards parity with the social housing energy efficiency standard. The trajectory will
establish a clear route map for upgrade, giving homeowners and landlords the confidence to
plan ahead and invest for the future.

Recent policy work from organisations operating across the UK, also proposes the
introduction of energy performance standards which would increase progressively over time
and so set consumer (and property market) expectations at required levels. These
organisations include the UK Green Building Council®, Respublica® and the Policy
Exchange®. The explicit intentions common to all proposed approaches are both to improve
the condition of the poorest performing houses in the near term, and also to change
consumer behaviour in the medium to longer terms, by encouraging householders to value
energy efficiency and thus create more demand for improvements.

All organisations propose that a pathway is set out under which the minimum energy
efficiency standards required of private sector housing would increase over time, towards
higher EPC levels. The stated advantage of the pathway being set for a long term period is
that consumers, markets and the supply chain would be able to react to deliver
improvements efficiently. In line with this aim, there is also a case for introduction of
standards at the point of major, when energy efficiency improvements can be made with
minimal additional cost or disruption. Similarly, minimum standards should apply as a wider
condition of public sector funding for improvement works.

This would also have the advantage of encouraging progress in houses which might not be
sold for long periods. Currently, there are around 1.84m privately owned houses in
Scotland®; 100,000 house sales take place in Scotland each year®*. Given that some homes
are likely to be sold more frequently than others, it will be important to consider the length of
time over which regulation is likely to take effect. Turnover rates in the private rented sector
are considerably higher. Scottish Government modelling to inform the development of
REEPS suggests that, with variation depending on the level at which standards are set, it
would take around 10 years for 50% of lower-rated owner-occupier homes to be affected by
standards and around 20 years for the figure to reach 75%%, with private rented homes
being affected much more quickly

Regulation should be accompanied by advice and support, alongside financial incentives.
We believe there is a case for enhancing the current advice service provided by Home
Energy Scotland to provide bespoke, tailored advice packages such as home visits to assist
homeowners, landlords (and tenants) comply with regulations.

4.3 Finance for Measures and Associated Incentives

ExXHAS believe that complementary sources of financial support will be needed to support
owners to achieve higher standards. This approach is consistent with that proposed
elsewhere - the UK Green Building Council, Respublica and the Policy Exchange all suggest
for the broad forms of finance which they would like to see made available:

8 http://www.ukgbc.org/resources/publication/housing-stock-fit-future-making-home-energy-
efficiency-national-infrastructure

% http://www.respublica.org.uk/our-work/publications/after-the-green-deal/

% http://www.policyexchange.org.uk/publications/category/item/efficient-energy-policy

92 http://www.gov.scot/Topics/Statistics/Browse/Housing-Regeneration/TrendData

o https://www.gov.uk/government/.../UK Tables Mar 2016 cir .pdf

% Scottish Government Developing REEPS: Modelling improvements to the target stock
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- Low interest loans (one criticism of the Green Deal was that the cost of interest on
the loans was higher than consumers were used to paying on mortgages — eg 9%).
The cost of loans could be reduced by using government funding to bridge the gap, if
necessary, between commercial rates and those needed to attract consumers.
Research on consumer attitudes to finance would help inform future approaches of
this type.

- A government backed ‘help to renovate’ scheme, which would provide public sector
finance for energy efficiency, alongside support for repairs, helping ensure
complementary issues were addressed at the same time.

- Loans secured on equity, which could be recovered when properties were sold®

Wider incentives to enhance the market attractiveness of energy efficiency measures are
also proposed. These include:

- Altering Land and Buildings Transaction Tax on the basis of the energy efficiency
performance of the property, a measure thought likely to have more impact on more
expensive properties®

- Requiring mortgage affordability calculations to include energy costs specific to the
property under consideration. This would improve affordability for more energy
efficient properties but decrease it for lower banded houses.

- For the private rented sector, requiring the introduction of a ‘Total Occupation Cost’,
which would include energy bills and council tax costs, as well as rent, so that
prospective tenants could more easily compare houses against each other. Given the
nature of the housing market, it would be possible to pilot this approach in a limited
geographic area.

All of the above proposals were raised by stakeholders at the Thought Leaders event, and fit
with wider research on the value of considering trigger points when promoting energy
efficiency.

In addition, participants noted that the Scottish Government has already run (and is currently
running® ,%®) a number of zero-interest loan schemes, although, as discussed above, take-up
of loans is thought to be limited at present.

In contrast, the Scottish Government has also, in the past, run ‘partial grant’ schemes, from
the boiler scrappage scheme to loans for insulation, which provided relatively small
proportions of the total cost of individual measures. These schemes typically closed early
due to high levels of demand, suggesting that relatively small public sector grants have the
potential to trigger private sector investment. It is likely that there will be lessons from those
schemes which could inform future approaches; if, for example, a grant of 20-40% was
sufficient to increase demand for solid wall insulation, the current funding gap would fall
considerably. However, given the still significant costs of such support, research to establish
the optimum level of support per household would be helpful.

4.4 Advantages and Disadvantages of Different Sources of Finance

The experience of EXHAS members suggests that different sources of finance bring different
strengths and weaknesses in relation to programme delivery, as outlined in the table below.

% Equity release differs from a mortgage in that no regular payments are made. Rather, up front improvement
costs could be paid for by a third party, with those costs being recouped in full when the property was sold.

% http://www.ukgbc.org/resources/publication/housing-stock-fit-future-making-home-energy-efficiency-national-
infrastructure

o7 http://www.energysavingtrust.org.uk/heeps-loan-scheme
9% http://www.energysavingtrust.org.uk/home-energy-scotland-renewables-loan-scheme

31|Page


http://www.ukgbc.org/resources/publication/housing-stock-fit-future-making-home-energy-efficiency-national-infrastructure
http://www.ukgbc.org/resources/publication/housing-stock-fit-future-making-home-energy-efficiency-national-infrastructure
http://www.energysavingtrust.org.uk/heeps-loan-scheme
http://www.energysavingtrust.org.uk/home-energy-scotland-renewables-loan-scheme

Table 4: Possible Sources of Funding for Energy Efficiency Measures in Scotland

Source of funding

Advantages

Disadvantages

Comment

Scottish Government direct
or indirect commissioning
(100% up to a cap, locally
tendered to widen
economic benefits); this is
the approach used to
deliver current
programmes under
HEEPS-ABS.

Direct support provided
(depending on cap),
reducing barriers to take
up, management of
funding to ensure long
term stability and direction
to target areas, greater
flexibility in measures
delivered, opportunity to
link to wider FP initiatives.
Can allow for bulk procured
measures installed in social
housing, and the deal is
offered wider to private
homeowners.

Most expensive for public
funding: unlikely to be
practical to deliver all
measures needed at scale
required. Current approach
uses passport benefits,
excluding some fuel poor
groups and able to pays.

Most useful, as now,
for targeting fuel poor
consumers.

‘ECO 3’ will focus on
delivery of 200,000 low
cost measures pa at GB
level ; Scotland could
target ECO differently, but
would need to deliver
appropriate carbon
savings if this remains a
target of the new GB
programme

Proven success at
delivering low cost
measures (and SWI in
earlier rounds) through
mass market programmes

Market driven, so targets
delivery at lowest cost
(urban) rather than greatest
need (rural).

Low cost measures now
less appropriate for Scottish
context.

Evidence suggests
that remaining
opportunities will need
bespoke approach to
engagement

Householder investment

Clearly reflects individual
household preferences, no
or limited cost to public
sector.

Demand appears limited to
measures replaced at end
of life (boilers), those which
enhance aspects of
buildings other than EE
(windows), or those which
offer financial incentives
(solar PV)

Green Deal and
international
experience suggest
that this approach has
limited market on its
own.

Commercial private sector
investment

No cost to government

Interest rates unlikely to be
attractive to consumers if
higher than those available
for other loans; finance
alone not sufficient to
generate engagement for
majority.

As above, no
examples of mass
market success
identified

Low- or no-cost
Government loans, range
of payback mechanisms
including equity on
buildings

Limited cost to
government, other than
cost of interest and
management, experience
of SG programmes.
Payback of loans over

time replenishes loan fund.

Finance alone not sufficient
to generate engagement for
majority.

May be politically
necessary to ensure
introduction of
minimum standards is
accepted; however,
zero interest loans are
already available and
appear to have a
limited market

Partial government grants
to subsidise able to pay
market

Helps develop market and
supply chain for new
measures while limiting
public sector costs

Significant cost to public
sector, potential lack of
targeting

Evidence of strong
demand in recent
Scottish schemes,
partial targeting
approach through
council tax banding
taken
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4.5 Options and principles for different combinations of financial and

regulatory approach

Following from the above, discussions held in connection with this research sought to
explore all options. We found, not surprisingly, that a range of approaches along a spectrum
could be taken. We tested these against outline principles developed in discussion by
ExXHAS members:

- The approach should deliver our target outcome of the great majority of homes
reaching EPC C by 2025

- The approach should at minimum safeguard and ideally expand on the support
currently provided for fuel poor households

- Any funding made available to able to pay households should be limited to the
minimum needed to encourage private investment, and should be additional to
existing budgets.

- Approaches should be as equitable as possible between tenures, to avoid the risk of
unexpected impacts on a single housing sector.

- Approaches should be as equitable as possible between urban and rural areas, to
reflect the higher rates of fuel poverty in rural Scotland.

- Support the supply chain of installers and EPC surveyors especially in rural areas
where householders have struggled to get installers to quote or surveyors.

4.5.5 Possible Approaches

It would, at least in theory, be possible to rely heavily on delivery by setting minimum
standards at the level required, with public sector funding limited to closely defined groups.
However, this approach was discounted - it would neither win the support of householders,
nor, given the turnover time for houses, be likely to deliver the required standards in the
timescale needed.

At the other end of the spectrum, it would be possible to rely entirely on grants and
incentives. This approach was also discounted; while it would be expensive, it still would not
guarantee success, given that significant numbers of households have not taken up free
measures under previous programmes.

The table below therefore presents — as a basis for discussion — a central option, which
combines regulation with rising required standards, alongside targeted financial incentives. It
is based on a similar table set out by the UK Green Building Council®®, and considers
incentives and regulation together.

It is important to note that the table does not include measures discussed above such as:

- The provision of support and advice for householders;

- The need for enabling measures, for example to deliver measures in communal
settings; or

- Connection to district heating, which is beyond the scope of almost all individual
households

We accept that such issues will require debate. However, we consider that the broad
direction set out in the table provides an internally consistent framework for that debate.

9 http://www.ukgbc.org/resources/publication/housing-stock-fit-future-making-home-energy-
efficiency-national-infrastructure
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Table 5: Possible approaches to sources of finance by consumer group for domestic housing

Tenure Income High cost (SWI, Medium cost Low cost (loft,
level renewable heating (boilers) cavity, draught
systems) proofing)
Owner Able to pay | SWI - Partial grant with Low interest loans Low interest loans for
occupier declining intervention level individual houses
over time and with higher .
rates for lower Council Tax (Potentially free
bands for SWI measures to encourage
take up in flats where
Zero interest loans and communal agreement is
equity release for top up needed.)
finance and / or heating
systems
Low SWI — free as now. Choice | Free through Scottish | Free through Scottish
income / of free installation or zero Government Government
fuel poor interest loan / RHI for programmes as now, | programmes as now
renewable heating gas connection
through SGN as now
Regulation for minimum standards of EPC D at the point of sale or rental implemented five
years from point of introduction.
Private Able to pay | SWI - Partial grant with Low interest loans Low interest loans for
rented (tenants) declining intervention level individual houses
over time and with higher .
rates for lower Council Tax (Potentially free
bands for SWI measures to encourage
take up in flats where
Zero interest loans and communal agreement is
equity release for top up needed.)
finance and / or heating
systems for landlords
Low SWI — free as now. Choice | Free through SG FP Free until regulations
income of free installation or zero Programme are introduced.
(tenants) interest loan / RHI for Thereafter, zero interest

renewable heating

loans for individual
houses, free measures
to encourage take up in
flats where communal
agreement is needed.

Regulation for minimum standards of EPC D at the point of sale or rental implemented five
years from point of introduction

Social sector

Assume all
low income

(tenant)

Partial grants for SWI (as
under recent schemes)

Zero interest loans for RHI
eligible systems

Partial grants for district
heating

Replacement of
boilers should be
business as usual

Zero interest loans for
gas connection in
areas where no grant
available

Should be largely
completed under
previous standards;
support for CWI in multi
tenure blocks available
as for other flats.

Energy Efficiency Standard for Social Housing (EESSH)

100

100 http://www.gov.scot/Publications/2014/03/3154
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4.5.6 Rationale for proposals in the table
The proposals on which measures and groups could receive support have been informed by
discussion:

Despite the costs, there is a case for continuing provision of loft and cavity wall insulation at
no or low fixed cost for all consumers, at least until the introduction of regulations because:

- Individual measures are both low cost and cost effective;

- All energy consumers have, through their bills, paid for past programmes which have
delivered these measures very widely to other households;

- The measures will help significant minorities of homes to increase energy efficiency,
helping smooth the introduction of minimum standards;

- Measures would likely be available to many consumers living in lower rated homes in
any case, through existing fuel poverty programmes;

- Evaluation evidence suggests that the cost of administration for installation of low
cost measures under ECO has in some cases exceeded the cost of the measures
themselves. Available budget, from any source, would be more effectively spent on
provision of free measures; and

- Engaging consumers in multi occupancy blocks of flats is likely to require continued
support, even when (as in recent programmes) wall insulation measures have been
available at no cost in most cases.

Alternately, as has been done in past Scottish Government grant schemes, measures could
be targeted towards lower council tax bands — although the Scottish House Condition
Survey' shows that rates of fuel poverty are not closely correlated with less expensive
properties.

As noted above, the evidence suggests that conventional boiler upgrades are already taking
place relatively quickly, driven very largely by private investment. As a result, there seems
limited value in providing further grants towards the cost of boiler upgrades, even though
these have proven popular in recent years. Zero or low interest loans, as currently available,
may be useful for able to pay consumers to enable them to improve their boilers before they
reach the end of their lives, or to replace them.

On the other hand, there is a strong case for a wider range of support to be available for
those using electric heating or other off gas fuels, reflecting higher costs and levels of fuel
poverty among users of these fuels; this is most marked for users of electric heating.
Replacement heating systems provide significant benefits in terms of both carbon saving
and addressing (or reducing the future risk of) fuel poverty. Installation of a new system
involves more disruption than replacing an existing boiler; the combination of grants and low
interest loans in those cases may help overcome these barriers.

The RHI is encouraging some limited investment in renewable heating, but requires
householders to have access to up front capital, as payments are made, as with solar PV, on
the basis of system performance in the years after installation. Low interest loans, as
currently available, enable consumers who wish to install renewable heating but who do not
have access to up front capital to install systems, and will not conflict with payment of grants.
This applies equally to the private and social housing sectors.

As noted above, financial options to support the installation of solid wall / room in roof
insulation are more problematic, given the high cost of the measures, and associated
disruption. There may be an argument that partial grants should be made widely available, at
least initially, to complement low cost loans, because:

101 5eottish House Condition Survey, Table 34
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- The use of partial grants has proven successful in recent programmes at supporting
the installation of SWI at lower public expense; and

- For all relatively new measures, it is helpful to support initial installations to help build
industry capacity and bring costs down, as was the case with solar PV.

4.5.7 Advice and support at the point of building improvements

As discussed above, the Alliance recognises that ongoing advice services on use of new
technologies, heating systems, income maximisation and energy tariff advice are needed to
complement installation of physical measures.

However, we also believe advice and support on selection of measures should be an integral
part of the delivery of measures under SEEP, particularly where a choice of approaches with

significantly different costs is available to reach a given outcome!®?.

Taking into account experience of the Green Deal, EXHAS believes that, to avoid the risk of
miss-selling, there must be an option for advice — on both physical measures and financial
options - to be delivered by advisors, bespoke to the individual household, and clearly seen
to be independent of installers'®. . Advisors can help to signpost to funding and support
funding applications. In practice, this almost certainly means an outreach / advice service will
need to be supported by the public sector.

One additional option which could be explored is a service whereby an organisation is
contracted to ‘project manage’ the whole process of procurement, installation and funding
applications for energy efficiency measures. The able to pay — cash-rich/time-poor may be
interested in this option.

4.6 Governance and capacity

ExXHAS has welcomed the increased level of commitment to energy efficiency inherent in the
announcement of the National Infrastructure Priority and its delivery through SEEP. As with
other infrastructure priorities, we consider that robust governance arrangements are needed
to ensure delivery. This is particularly the case because delivery of this priority will require a
range of actions, led by different parts of the Scottish Government, which will need to be
integrated as a whole as well as delivered successfully in isolation. The current SEEP
Programme Board, on which EXHAS is represented, provides a means of co-ordinating
delivery, but we believe that a higher level Ministerial group is needed to ensure overall co-
ordination of action.

We also believe that there is a need to better understand the role and capacity of local
authorities to deliver SEEP. The impression of EXHAS members is that capacity is currently
varied when only delivery of physical measures is considered; linked to the above, delivery
of SEEP will require local co-ordination, for example bringing together housing improvement
and regeneration expertise more closely with the provision of income maximisation advice
and, given the integration of housing and non-domestic sectors, economic development,
toegther with stakeholders outside local authorities, such as health and social care
partnerships. It would be helpful for pilot projects to consider what structures work best in
different settings, particularly when considering which organisations are best placed to act as
trusted intermediaries for different target groups.

The structure of delivery partnerships at all levels will also be influenced by the overall
approach which is taken with SEEP — discussion will be needed on the balance between
national and local leadership, and the extent to which proactive approaches are needed for

102
103

As demonstrated in the REEPS modelling
This view was consistent with that expressed at the Thought Leaders event
104 | .

Ibid
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target groups of consumers in different geographies, tenures or demographies. The balance
between national and locally-led programmes should reflect these needs.

Future pilots should evaluate the strengths and weakesses of structures in terms of their
ability to deliver measures and related support; a robust monitoring and evaluation
framework, together with transparent targets and reporting against milestones, is essential,
as it would be with any other infrastructure project.

4.7 Programme Design: Lessons from International research

Recent research, commissioned by ClimateXChange'® reviewed the experience of different
approaches to the provision of finance in other European countries. The extent to which
individual programmes are directly relevant to the Scottish context as outlined above is
difficult to assess, as the detailed measures supported are not described: a programme
which has been successful in delivering low cost measures is unlikely to offer useful lessons
for Scotland’s circumstances today, for example, given the identified need for more complex
and expensive measures. The researchers note that lack of quality assurance and
monitoring information also limits evaluations. It is essential to include sample monitoring of
actual consumer behaviours and levels of satisfaction in order to feed into the planning of
future programmes to improve outcomes for consumers.

Some generic success factors highlighted in the research are very clearly relevant to the
discussion on the detailed design of SEEP:

- Clarity and simplicity: If programmes are transparent and sufficiently simple from the
households’ perspective they are more likely to achieve their intended impacts.

- Trusted intermediaries: Experience shows that trusted intermediaries play a key role
for the successful delivery of energy efficiency programmes.

- Engagement and partnerships with actors involved: Successful delivery of energy
efficiency programmes requires early and ongoing engagement and partnership with
the actors involved such as trade associations, local authorities, community groups,
energy companies, charities etc. making cross-referrals and signposting between
groups to sources of advice/funding. This approach is more likely to increase uptake.

- Effective communication: Especially new programmes require effective
communication to make them known to the public.

- Engagement with low-income rental sector: The low-income rental sector can often
represent a segment of the housing stock that is easier to engage with because the
pressures to keep the rents low (especially relevant to social housing) are more
prevalent than in other sectors.

- Staged approach: When introducing new programmes a staged approach can help
avoid some of the pitfalls that can negatively impact on a programme such as poor
workmanship / lack of industry capacity, lack of stakeholder buy in, or ineffective
delivery mechanisms. Quality assurance processes should be defined at the outset
of programmes to ensure a consistent level of delivery is achieved for all consumers.

- Increasing scope and flexibility: The scope of measures offered should reflect
changing needs and lessons from delivery, with amendments to the scheme as
required.

- Attractive financial proposition: The financial proposition needs to be effective in
order to achieve sufficient uptake. In Germany and France the low-interest loan

105 A Comparative Review of Housing Energy Efficiency Interventions,
http://www.climatexchange.org.uk/reducing-emissions/comparative-review-housing-energy-efficiency-
interventions/
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schemes and the possibility of blending loans with grants and tax rebates have been
success factors.

Combination with professional energy advice: If combined with professional energy
advice energy efficiency programmes delivered by trusted organisations can be more
effective because they a) increase the confidence in the programme from the
householders’ perspective, b) reduce complexities (e.g. consultant deals with the
paperwork), and c) ensure programme resources are spent appropriately. A good
example is the German ‘Vor-Ort-Beratung’ a scheme which provides energy advice
from start to finish and is obligatory for those households participating in the loan
programme.

Support the supply chain: Local businesses of installers/surveyors (in some regions
more than others) should be supported so they can participate in schemes, with
appropriate accreditation processes in place (to ensure consumer protection and
redress routes).

Paositively, it is possible to identify instances of all of the good practice features described in
Scottish, and to a lesser extent GB wide programmes. However, the research also identified
generic barriers which are directly relevant to Scottish circumstances, examples of which,
again, can be identified in both Scottish and — arguably to a greater extent - GB wide
programmes:

Budgetary constraints: Programmes that depend on annual budgets (e.g. as part of
the national public budget, federal stimulus programmes or utility funding
programmes) often suffer from the limited funds allocated to them. Once the funds
are exhausted this can lead to an unhealthy start-stop cycle with significant impacts
on industry.

Lack of long-term certainty: Long-term investments into the energy efficiency industry
require long-term certainty. Programmes that are at risk of being affected by funding
cuts or even terminated do not provide this long-term certainty and confidence to
investors. Similarly, programmes that depend on a set target of energy savings to be
reached can suffer from frequent changes to the target which has repercussions for
the industry as well.

Lack of buy-in from actors involved: Particularly in the early stages of a new
programme scepticism and lack of buy in from stakeholders can severely limit the
uptake of the programme. Examples of this include the resistance from banks in
Germany to promote the KfW programmes for energy efficient retrofits because they
deemed their profit margins unattractive.

Additional barriers include:

Supply chain constraints: If a programme increases the levels of activity very quickly
this can sometimes be constrained by the capacity of the supply chain to deliver.

Limited potential for low-cost measures: This means that the finance model requires
adjustments allowing for more capital intensive measures to be supported.

Complex application procedures: If the application process is burdensome and not
transparent demand for support from the programme is likely to be limited or at least
remain beyond what it could be.

Complex administrative procedures: In addition to the application procedures from
the perspective of the applicant there can be tedious and complex administrative
procedures for the other actors involved.

Cost of contribution from consumers: Most energy efficiency programmes providing
finance require a customer contribution which can be high (for the able to pay sector)
or low (for those on low incomes). Ability to pay can potentially reduce applications.
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- Geographical coverage: National energy efficiency programmes sometimes suffer
from incomplete geographical coverage, particularly because remote and rural areas
are more difficult to reach®.

- Quality of the workmanship: Poor quality of workmanship can create a bad reputation
of a programme which will be difficult to rectify.

All of these lessons should be considered during the design of both the individual elements
of SEEP and their overall interaction.

5. Conclusions and Recommendations: Achieving EPC C by 2025

The overall aim of this paper is to assist the development of the energy efficiency NIP and its
cornerstone programme SEEP. In particular, we have sought to:

- Clarify what is likely to be required in terms of measures needed to ensure that the
majority of Scotland’s homes reach EPC C by 2025, and that all other homes are
improved significantly, even if they do not yet reach that level;

- Present indicative figures showing at least the broad scale of costs involved;

- Provide a basis for discussion on what financial assistance should be made
available, alongside regulation, to encourage action which safeguards but goes
beyond that currently being delivered, in line with the aspiration of a National
Infrastructure Priority, and which will deliver strong and measurable reductions in
both fuel poverty and climate change emissions.

- Provide some wider principles to frame the discussion as the detail of the NIP and
SEEP is developed

This final chapter summarises our conclusions and recommendations for the next stage of
the development of the programmes.

5.1 Measures require d, the balance of costs and implications for SEEP

Our analysis has been limited to the most significant measures, and we recognise that more
detail will be needed, in particular looking at the capacity for further installation of cavity wall
insulation.

However, it is clear that SEEP should include:

- New approaches to identifying and engaging different groups to deliver remaining
lower cost measures
- A strong focus on delivery of wall insulation particularly solid wall insulation

Two important points follow from this position.

Firstly, the development of SEEP should recognise that the markets for these measures are
at very different stages.

As the proportion of insulated solid walls is currently very low, it is likely that area-based
schemes, similar in delivery approach to HEEPS-ABS, will continue to be effective in target
areas where households are at greater risk of fuel poverty. Although the rate of installation of
SWI will increase compared to current activity, it should be possible to plan delivery to create
a sustainable market. SEEP should also provide more limited financial incentives for the
able to pay market, to help grow the private sector market and complement area-based
programmes.

198 This issue was considered as part of research for Citizens Advice Scotland; it does not appear that Scottish

Government programmes are biased towards lower cost areas, although there is some evidence that this
remains a concern for GB-wide programmes.
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However, a different, more consumer-centred approach will be needed to support delivery of
remaining lower cost measures, where the main challenges relate to engagement rather
than cost or technical issues. It is more likely that engagement will involve a series of niche
market programmes, working with intermediaries trusted by different sectors.

Secondly, the relative high cost of measures mean that — overwhelmingly — the financial
challenge for SEEP is to identify funding for large scale delivery of solid wall insulation.
Current budgets for lower cost measures require only limited additional funding to meet
identified need — although costs of engagement and support for households will be
additional to physical costs.

The cost position is to some extent similar in relation to heating systems. Current spending -
largely driven by the private sector replacing end of life boilers and supported by public
sector and energy obligation funding — means that almost all fossil fuel central heating
systems will be driven by efficient boilers by 2025. This trend alone will be significant in
improving EPC ratings and reducing costs and emissions.

However, there is much greater uncertainty around the delivery of both renewable heating
systems for individual homes and in relation to district heating. Wider take up of both of
these measures will be critical in reducing costs and emissions for consumers without
access to mains gas, especially those relying on electric heating; current take-up of
individual renewable systems is far below that required, despite the availability of the
Renewable Heat Incentive which can be combined with a zero interest loan from the Scottish
Government and advice from EST or partners. Greater understanding of how best to expand
the current market is needed, with an emphasis on developing and supporting effective
partnerships.

Similarly, delivery of district heating necessarily requires a strategic approach, which goes
beyond provision of finance to include wider action in relation to the planning system and
connection of public buildings to provide base load for new systems.

The need for more expensive heating systems (and to some extent, SWI as well) is
concentrated towards those using electric heating or other off-gas fuels, who are already
significantly more likely to be in fuel poverty. It would be helpful to consider the extent to
which this will influence financial modelling.

SEEP must also include two types of enabling actions:

1 Firstly, the Alliance believes that regulation is needed to complement persuasion and
financial incentives and drive the market for take-up of measures. This is particularly
in the private rented sector where tenants are less likely to be able to take action
themselves, but should also apply at the point of sale to ensure an equitable
approach across tenures.

1 Secondly, advice, support and behaviour change and selection of appropriate
measures should be integrated in to the delivery of SEEP from the outset, to ensure
that physical measures deliver in practice the benefits they provide in theory.

1 Related to this, consideration of the future roles and targeting of the Winter Fuel
Payment, Cold Weather Payments and Warm Homes Discount before these are
devolved to Scotland. While the Alliance recognises that changes to benefit eligibility
will always be contentious, the significant sums involved mean that targeting must be
as effective as possible to help address fuel poverty.

An over-arching comment, given this context, is that there will be a greater need for flexibility
in future programmes. The majority of previous area-based programmes have largely started
with a set of measures and have sought to deliver them in a defined location; as both the
range of measures needed and the associated consumer support required increases,
different approaches will be required. It would, for example, be useful to pilot an approach
which started with a location — perhaps a large village or small town — in which research was
carried out to map local needs, and an area-based programme subsequently designed

40| Page



around those needs. Such an approach could also maximise economic benefits through
opportunities for local contractors.

We recommend that:

Research on wall insulation is carried out, in parallel with current pilots, to better
understand the remaining need for different types of wall insulation across Scotland,
together with reviews of past pilots to determine which approaches have performed
best in practice.

REEPS modelling is extended to assess measures required to reach EPC C. In
particular, research is carried out to determine the likely impact of EPC levels of the
vast majority of boilers being efficient condensing models, as is likely to happen by
2025 under by current trends.

Future work on developing financial models for SEEP recognises that the majority of
costs of the programme are likely to come from delivery of solid wall insulation
together with delivery of low carbon heating systems in off gas areas; mapping will be
necessary to understand the extent of overlap between these needs and likely
demand and ability to pay.

Research on provision of advice and support is carried out to inform how best to
integrate these into the delivery of SEEP.

5.2 Principles for delivery

It is beyond the scope of this paper — and too early in the development of SEEP - to develop
detailed proposals for delivery of measures. However, it is clear from the discussion in this
report that there is sufficient evidence to develop some general principles. We recommend
that the package of measures under SEEP should:

Continue to provide a national fuel poverty programme which responds to the
needs of individual consumers in fuel poverty in an integrated way. Public funding in
support of the wider delivery of SEEP should clearly be additional to existing fuel
poverty programmes, and grants should be targeted so that recipients will avoid the
risk of fuel poverty in the future.

Create a market for more energy efficient homes (and non-domestic buildings),
and therefore a more stable market for installation of measures through the
introduction of minimum energy efficiency standards for existing homes which
will rise over time.

Use other non-financial actions to encourage and facilitate action, such as public
sector purchasing, planning, building regulations and approaches to the management
of blocks of flats, particularly in relation to the roll out of district heating.

Provide a range of financial options for consumers which can easily be combined
and tailored to individual circumstances; there should be no barrier to installation of
measures because of lack of finance for up-front costs. Support should be prioritised
towards lower income groups, and towards consumers who will help build the market
for newer measures.

Introduce loans based on equity for those who are property rich but may lack the
cash needed to improve their homes; this approach may also be suitable for the
private rented sector.

Provide guidance on behaviour change, measures and finance packages
tailored to the householder, which are independent of the sale of specific measures.
Support should also be available to maximise incomes and lower energy bills through
tariff advice. Follow-up support should also be offered to ensure gains are
maintained.
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- Provide a series of targeted, area- and thematically-based energy efficiency
programmes; for example, it would be possible to target different types of solid wall
insulation towards areas depending on the concentration of different properties and /
or work through trusted intermediaries to engage specific target groups of
consumers.

- Provide guarantee mechanisms to ensure consumer confidence, such as
accreditation systems for installers and clear systems for redress in the event of poor
workmanship or faults.

- Putin place a robust monitoring and evaluation framework to ensure that the real
impacts of the programme are understood and can benefits are maximised.

5.3 Governance and delivery structure s

The NIP and SEEP have the potential to deliver the step change in energy efficiency for
which EXHAS has campaigned since its establishment. We believe that successful delivery
will depend on the establishment of clear and robust governance structures, at all
appropriate levels, combined with capacity building to ensure that all delivery agencies are
capable of providing a consistent service, in line with the aspiration of a National
Infrastructure Priority. We recommend that:

- The NIP / SEEP are overseen by a Ministerial group, representing all appropriate
Scottish Government interests

- The existing SEEP Programme Board should be widened to reflect the above

- Local delivery partnerships should, in turn, be established, with clear guidance as to
their capacity relating to the tasks they have to deliver

- An evaluation framework is established which reports on outcomes at all levels,
including outcomes relating to health and economic development as well as to
reductions in fuel poverty and climate change emissions.

5.4 Conclusion

The National Infrastructure Priority on energy efficiency and the SEEP programme should
provide a step change in the energy performance of homes in Scotland, which will bring a
host of benefits:

- Reduced levels of fuel poverty;
- Reductions in climate change emissions;
- Local economic development and jobs throughout Scotland; and

- Health and well-being benefits from improved living conditions in homes across all
areas of Scotland.

This report proposes a bold and robust approach to the design and delivery of SEEP that will
see Scotland's existing housing infrastructure become a real asset in addressing the
challenges of poverty, inequalities, health, and climate change. If implemented, it would set
the example for the rest of the UK and Europe on how an infrastructure approach to existing
housing can deliver excellent value for today’s and future generations.
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Appendix: Areas for further research

A number of issues emerge from the discussion above where the availability of more
detailed information would be helpful in designing SEEP. These are outlined below:

Modelling, similar to that undertaken for REEPS, is needed to clarify what measures
are needed to reach EPC in different house types in tenures.

Related to this, on current trends, the vast majority of gas and heating oil systems will
be driven by efficient condensing boilers by 2024. It would be helpful to understand
the likely impact on EPC levels of installation of these more efficient boilers.

What is the detailed position on outstanding capacity for cavity wall insulation —in
particular, are there sufficient concentrations of unfilled cavities in flats to justify area-
based programmes targeting that property type, and if so, where should those
programmes be based? To what extent could unfilled cavities in rural areas be
treated, given prevailing weather conditions? What approaches, if any, are needed to
increase delivery of CWI in blocks of flats, given that this is unlikely to be driven by
minimum standards regulation if set at E? (only 1% of flats are rated EPC F or G,
as surrounding flats reduce the energy needed for heating).

Related to the above, what is the overall need for solid wall insulation in different
parts of Scotland?

A report on the various fine insulations used in stone tenements and other stone
walled buildings in Scotland with recommendations as to what works and should be
funded (and/or given support to achieve accreditation).

Research into in-situ performance in a Scottish context of solid wall insulation,
glazing, draught-proofing and other measures? It is a common issue that over-
dependence on the theoretical nature of SAP fails to take in to account experience
of householders particularly round the issue of draughts and exposure.

Could consumer facing research on reasons for non-participation in previous energy
efficiency programmes be carried out? What new approaches could be tried?

What is the balance of costs between successive, incremental energy efficiency
improvements in comparison with a single, whole house approach?

Consumer facing research could also explore the extent to which financial support is
necessary to engage different able to pay groups. There is clear evidence from
previous Scottish Government schemes that partial grants are effective in bringing
forward private investment in solid wall insulation for example. What level of grants
are most cost effective? How effective are zero interest loans by comparison?

Similarly, take-up of solar PV panels had reached 2.2% of all GB households by the
end of March 2015'®, indicating that at least a limited markets does exist for energy
measures given appropriate incentives and ease of installation. What lessons could
be learned from this and wider experience of the RHI?

Engagement with Private Rented Sector landlords has been limited through recent
programmes. Evaluation of past work and involvement of landlords in design of new
programmes could help improve effectiveness of future approaches.

DWP research'® combined with Scottish Government evidence''® suggests that at

least some pensioners are fuel poor in terms of income, but are, at the same time,
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likely to have significant equity in their homes. Is equity release a possible source of
finance for pensioners or other low income, high equity groups?

- Lessons from programmes in Scotland and elsewhere consistently emphasise the
importance of trusted intermediary organisations. As the need for detailed sub-
programmes is identified as SEEP is developed, consideration should be given to
also identify the most appropriate intermediary organisations to engage different
groups in those programmes. Which organisations are best placed to broker
engagement with different groups? What safeguards are needed?

- Consumer confidence and consumer protection has been a concern in some
previous programmes and responsibilities need to be clarified to underpin delivery of
SEEP.

- Research to understand more about those living in very energy efficient housing but
who are still fuel poor. Identify what more could be done, and what agencies are best
placed to provide the service.
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