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Foreword

People know that by saving energy they can also save substantial sums from their energy bills —
as well as saving the planet. They just need a little bit of help to get started.

Government backed plans have already helped install energy saving measures in 7.5 million
homes since 2002. But there is the potential to do much more, helping more people make more
significant savings; and at the same time creating a new industry in home energy management.

So this Strategy sets out how we plan to support anyone — whether a homeowner or a tenant —
who wants to do more to save energy in their home or generate their own clean energy.

This Strategy will deliver our commitment to cut carbon emissions from homes by 29% by

2020. By 2015, we want to help every household install loft and cavity wall insulation where it is
practical. By 2020, up to 7 million homes will have more substantial improvements such as solid
wall insulation or renewable energy generating technologies, while millions more will benefit
from access to advice, information and finance. By 2030, householders in every home, in every
street should benefit from measures to improve energy efficiency in their homes. Throughout
this period there will be a particular focus on vulnerable households who often stand to benefit
the most from improvements in energy efficiency.

We know that the cost of improvements is one of the biggest barriers to change. We are
introducing a ‘Pay As You Save’ approach to financing upgrades, so that people can benefit from
lower fuel bills without upfront costs. Energy companies will be obliged to support householders
in energy saving — including free upgrades for vulnerable households and subsidised upgrades
for many others.

We also know that people want more information about the options open to them. So the Strategy
sets out plans for new sources of advice and new standards for installers and the products they
use. People who want to improve the energy efficiency of their homes can be confident in the
work carried out.

We are also setting out a new strategic role for local authorities. Those that respond to the
challenge will be able to lead, drive and co-ordinate local action — and energy companies will
be obliged to work with them in this effort. This recognises local authorities’ important existing
responsibilities for cutting carbon emissions and their unique abilities to bring the right people
together, making it easier for individual householders.
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And to ensure that those who don’t own their home aren’t excluded, the Strategy sets out plans
to raise the standards of energy efficiency in the private rented sector, and introduces a new Warm
Homes standard for people in social housing, complementing the Decent Homes standard.

This Strategy will have significant economic benefits. The rapid expansion of the home energy
efficiency industry will sustain up to 65,000 jobs by 2020 in fields ranging from construction work
to science and technology.

The most cost-effective way to save carbon emissions is to avoid needing to burn fossil fuels

to generate energy in the first place. This Strategy sets out how we will achieve that. It will also
create jobs, contributing to the economic recovery; promote social justice, reducing fuel poverty;
and save people money.
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Executive
Summary

This document sets out the Government’s Strategy to help people make their homes more
comfortable in cold weather, reduce energy use and save money, and make greater use of small
scale renewable and low carbon sources of energy.

These are important benefits for individuals, but they also pay wider dividends:

reducing the carbon emissions associated with energy use in our homes. At the moment,
these represent around a quarter of all UK emissions. The Low Carbon Transition Plan,
published in 2009, set out an aim of cutting emissions from fossil fuels in homes by 29%
by 2020;

reducing our demand for fossil fuels, which will improve our energy security, at a time
when we increasingly rely on imported supplies; and

generating jobs, in the manufacture and installation of insulation, and in the manufacture,
installation and servicing of renewable and low carbon sources of energy.

The vision for 2020: a new era of energy management
Our ambition is that by 2020:

every home where it is practical will have loft and cavity wall insulation — an ambition
we intend to deliver on by 2015;

every home in Britain will have a smart meter and display to help them better manage
their use of energy;

up to 7 million households will have had an eco-upgrade which would include advanced
measures such as solid wall insulation or heat pumps alongside smart meters and more
basic measures;

people living in rented accommodation will enjoy higher levels of energy efficiency as
landlords — private and social — take action to improve the fabric of properties;

there will be wider take up of district heating in urban areas, such as in blocks of flats,
in new build and social housing, and in commercial and public sector buildings; and

there will be a core of up to 65,000 people employed in the new industry of energy
efficiency, and potentially several times more down supply chains. Jobs will include
installing energy saving measures and providing home energy advice.



Warm Homes, Greener Homes: A Strategy for Household Energy Management

The challenge

Since 2002, Government policy to improve home energy efficiency has delivered significant
results. By placing a legal obligation on energy companies to improve energy saving in people’s
homes, the Carbon Emission Reduction Target (CERT) and its predecessors have given 7.5 million
homes full or part subsidised energy saving measures. This has delivered an average saving on
bills of £45 a year.

However, our continuing ambition and higher carbon reduction targets for 2020 mean that the
rate of installation will have to increase.This will involve new challenges:

as take up of basic measures rises, we will need new ways of finding and helping
householders who have not yet acted on energy efficiency measures like loft and cavity
wall insulation;

eco-upgrades such as solid wall insulation and heat pumps will involve significantly
higher upfront capital costs than more basic measures, and a longer payback period; and

community scale infrastructure such as district heating networks using combined heat
and power will require specific support, for example through the planning system, to
promote market confidence and growth.

With the CERT scheme due to expire at the end of 2012, now is the right time to set out the policy
to meet these new challenges. Our strategy has four main elements:

I. New community partnerships and an enhanced role for local authorities, including a
requirement on energy companies to consult with local authorities to deliver local area-
based programmes; and support for district heating.

[I. Universal standards for the rented sector, including a new Warm Homes standard and
proposals for regulation of the rented sector.

lll. Invest to save, including replacing the existing CERT mechanism with a new energy
company obligation, and legislation to enable pay as you save financing that would provide
people with eco-upgrades without upfront costs.

IV. Support for consumers, including plans for a universal advice service and new standards
for installation.

Community partnerships and an enhanced role for
local authorities

Experience from CERT and the pilot Community Energy Saving Programme (CESP) shows that
some of the most rapid and effective progress in installing insulation and other home energy
measures can be made when energy companies partner with local authorities and third sector
organisations. Area-based programmes allow marketing to be carried out in the community by
trusted organisations, measures like solid wall insulation to be installed more cost-effectively
for several homes at a time, and district heating schemes to be established.

This Strategy builds on what we have learnt and sets out a central role for local authorities and
community partnerships (for example) with third sector organisations.
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Energy companies will have a new obligation from 2013, following CERT, to help householders
save energy. They will be required to consult with local authorities on partnerships to deliver
against that obligation. Where a local authority has a Local Carbon Framework covering
household energy efficiency, companies will be obliged to agree with the local authority that their
plans are in line with this framework before acting. Some local authorities may provide their own
incentives, such as council tax rebates. Our ambition in the longer term is that all authorities will
take on responsibility for saving carbon from energy use in the homes in their area.

Alongside local authorities, private and third sector organisations (including housing
associations and social enterprises) may often be well placed to make refurbishment attractive
to householders, and our policy is designed to provide the conditions for a range of providers

to get involved in community partnerships.

We are also supporting the development of district heating. Modern systems are reliable and
provide as much control over energy use as conventional boilers. They can also be significantly
more efficient. But putting them in place typically requires significant local co-ordination.

To support the roll-out of district heating, we are putting in place an enabling framework

of policy and financial support. This will include:

establishing a Heat Market Forum to advise Government on how to protect the interests
of consumers, and to develop a Code of Conduct for Heat Networks;

clarifying the role of local authorities in driving deployment of district heating and will
consult on specific provisions through a revised Planning Policy Statement on Climate
Change shortly; and

supporting development of a consistent national evidence base through a new National
Heat Map.

Universal standards for the rented sector

Rented accommodation presents a particular challenge. This is because the landlord typically
faces the costs of improving a property, while the benefits in terms of lower bills and greater
comfort are enjoyed by the occupant.

We said last year that we intended that social housing would continue to show leadership in

its environmental performance. There is a real opportunity to use social housing to stimulate
the development of the industry needed to make the change described above. As a result, we
are now announcing that we will develop a new “Warm Homes” standard for social housing,
to supplement the Decent Homes standard. This would cover both insulation and connection
where feasible to low carbon district heating or renewable heating. Because social landlords
will be able to offer economies of scale and synergies with other work, in practice we expect that
social landlords will benefit from support under the new energy company obligation. To provide
the confidence to plan the work needed in bulk, we intend all social tenants or those living in
blocks with a social landlord freeholder to benefit from priority group treatment under the

new energy company obligation at least to the end of 2015.

We intend to develop the detailed standard working with others during this year, and to work
with the Tenant Services Authority (TSA) to ensure that landlords plan how they would achieve

it by 2020 contingent on the necessary support and funding. We will then confirm a requirement
to achieve the standard when we confirm details of the future energy company obligation.
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We will also work with the private rented sector to improve the marketing to private landlords

of the help they can already get, and develop Pay As You Save approaches that work for rented
property. In addition, given the split incentives of landlord and tenant, we will consult on how to
formulate regulation so that the installation of loft and cavity wall insulation where feasible would
be a condition of renting out a property from a date in the future, at the earliest 2015. Over the
years before any such requirement, there will be a concerted effort by the Government, working
with the sector, to ensure that landlords understand the help that is available to them, both as

a result of the energy company obligation and the tax regime.

Invest to save

As a result of installing more significant measures like solid wall insulation, the average
household can save £380 a year on their energy bills. The challenge is that an eco-upgrade for
a standard family home could cost an average of around £10,000. Clearly, even when people are
keen to install these measures, finance can be a major barrier to getting it done.

Our Strategy identifies two new sources of funding to help make sure that most households
have access to support that can leave them with no or minimal upfront costs.

Both sources of funding will be available to fund home improvements in a range of tenure
types and housing types.

A new obligation on energy companies

The first source of funding builds on the success of the existing CERT and CESP schemes.

Like them, it will oblige energy companies to save a fixed amount of carbon. Penalties for failing
to comply will be strong — for example fines of up to 10% of global turnover. We expect this
mechanism to deliver around two-thirds of the finance required. We will plan for there to be

no additional impact on fuel bills.

To deliver on this obligation, energy companies will invest in energy saving, including loft and
cavity wall insulation and eco-upgrades. Because, particularly in the early days of the solid wall
insulation industry, this funding will be used most cost-effectively in large blocks of housing, we
expect it to be particularly focused on social housing though it will also be available to provide
support more widely.

The new obligation will come into effect when CERT expires at the end of 2012. It will differ from
CERT in three key ways. First, as discussed above, it will require energy companies to work with
local authorities. Second, it will have more specificity about target groups, including vulnerable
households on low incomes, to whom we expect energy companies to provide particular support.
As a result over three million vulnerable households could! receive fully subsidised installations
of both standard insulation measures and also eco-upgrades. Third, it will be more transparent
than CERT - energy companies will need to provide much greater clarity about how much they
spend, on what and in which parts of the country to help the Regulator oversee the process

and better understand the costs.

1 Thisis dependent on the total number of eco-upgrades and assumes a priority group of similar percentage to CERT. This will
be subject to a consultation.



