Summary of NI Energy Efficiency Levy Schemes 2004-05

Executive Summary

Eighteen schemes were run during 2004-5, representing a total funding of £3,823,263. Total lifetime energy savings were 380.267 GWh, with 98,229 tonnes carbon savings and £21,009,342 customer energy cost savings over the lifetimes of the measures. 
Four schemes were in the Priority (Fuel Poverty) sector and the remainder were non-Priority domestic (9 No.) and non-domestic (5 No.). The relatively low number of schemes this year (especially in the Priority group) was due to 4 No. schemes not progressing, 3 No. of which were Priority schemes. The definition of eligible Priority schemes was widened to include homes with existing solid fuel central heating systems.
This year, for the first time, a scheme was submitted by a second tier supplier. The submission was successful and the scheme completed. Total incentive payments were around £667,000, somewhat in excess of expectations based on previous years. OFREG has agreed that the basis for setting targets and incentive payments should be reviewed prior to a further Levy period from April 2007. 

Funding for the Levy this year was actually provided not from a levy on electricity customers but from the DETI (for non-commercial schemes) and from the PSO Levy (for commercial schemes). DETI funding could not be directed to commercial schemes due to EU State Aid rules. This resulted in a reduction in electricity bills while allowing the Levy to operated as normal.
The terms of the new framework document were fully implemented this year, with schemes being submitted in a competitive bidding process. The key criterion (compliance with the terms of reference of the framework document and correctly calculated estimations of savings having been confirmed) was cost effectiveness. Two submissions were rejected (1 No. each in the Non-Priority and Non-Domestic sectors) as they were the least cost effective and the ceiling of funding for the respective sectors had been reached. 
Dr Patrick Waterfield on behalf of EST

Summary of NI Energy Efficiency Levy Schemes 2004-5
1.0 Introduction

1.1 The 2004-05 period of the Levy was the third following the increase in funding to £5 per customer and the shift from energy efficiency in general to fuel poverty. As recommended by the Assembly, 80% of funding was directed towards the fuel poverty sector (Priority) with the remaining 20% for non-Priority domestic schemes and also non-Domestic schemes. 
1.2 The Framework Document identifies dwellings at risk of fuel poverty as those having no central heating or having electric storage heating systems. This definition was widened this year to include properties with solid fuel central heating systems, which can also be indicative of fuel poverty due to the inefficiency of the systems. The term “fuel poverty proofing” has been coined, to represent a package of measures - hot water cylinder and fabric (walls and roof) insulation, as well as heating system replacement (fuel switching) including controls - which are applied to those dwellings at risk of fuel poverty as defined above, accounting for 80% of total funding available. 

1.3 In previous years 40% of Levy funds has been directed to EAGA, to supplement the DSD funding of the Warm Homes scheme. In 2004-5, at the request of OFREG, the figure was pegged at ca £1.6m, approximately the same sum as in the previous year. Also, under the terms of the new Framework Document, this would now apply to Warm Homes Plus only, which provides the package of measures required for Fuel Poverty Proofing of a dwelling. 
1.4 The remaining portion of Priority funding provided full fuel poverty proofing packages (as described above) yielding numbers of dwellings “Fuel Poverty Proofed”. The portion directed to Warm Homes Plus again supplemented DSD funding (typically by meeting insulation costs and topping up heating system replacement where the DSD ceiling was insufficient) yielding figures of numbers of dwellings “Fuel Poverty Proofing Assisted”. Corresponding targets were set.
1.5 Apportionment of savings was applied to schemes which were not fully funded via the Levy, had received funding from other public bodies and which the relevant supplier had not instigated themselves. Warm Homes Plus is an example of such a scheme, for which only the savings attributable to Levy funding were allowed to be claimed. For other schemes receiving public funding full savings can be claimed, provided that the scheme did not exist prior to the Levy involvement and that the Supplier had been instrumental in instigating the scheme.
1.6 Last year (2003-04) the Levy was more explicitly opened up to Second Tier suppliers, with a bidding process introduced, to ensure that the most cost-effective schemes were selected to proceed. This year (2004-05), however, was the first year that a Second Tier supplier had submitted a scheme. The submission, from Energia, was successful in the bidding process and duly proceeded to completion.
1.7 A significant change to the 2004-05 Levy was that the funding came not from a levy on customers but from DETI, which had decided to spend some of a fund of public money on offsetting energy price rises. However, due to EU constraints on state aid, the DETI funding could only apply to non-commercial schemes, that is, the Priority, non-Priority Domestic, or public sector non-Domestic schemes. The remaining Commercial Schemes were to be funded from the PSO Levy.
1.8 Approximately £4m was provided from DETI, which also covered incentive payments from the previous year (£377,000), totalling ca £3.63m of funds available for 2004-05 schemes. Around £277,000 was provided from the PSO Levy for the commercial schemes.
2.0 Utilisation of Levy Funding
	Ref No.
	Scheme Title     (P = Priority Group, nPD = non-Priority Domestic, nD = non Domestic, C = Commercial)
	Cost (£)
	Lifetime Savings

	
	
	
	Energy (GWh)
	Carbon

(tonne)
	Customer (£)

	ENA0401L

NIE0402L

NIE0403O

NIE0404M

NIE0405L

NIE0406O

NIE0409L

NIE0410A

NIE0411A

NIE0413A

NIE0415M

NIE0416L

NIE0417O

NIE0418O

NIE0419O

NIE0420L

NIE0421O

NIE0423M
	Energia New Lighting Concept (C)
EEAC CFL Giveaway (nPD)
Cosy Homes Year 2 (P)
Energy Shareholders Club (nPD)
PLET Lamp Offer (nPD)
Radiator Panels Special Packet (nPD)
Business Lighting Scheme (C)
Electrolux/CIR Appliance (nPD)
Electrolux/Laser Appliance (nPD)
Miele Trade-in Campaign (nPD) 
Rural Energy Efficiency Scheme (nPD)
Osram Lighting Scheme (nPD)
Microsave (C)
Breathe Easy (P)
Warm Homes (P)
SELB Lighting Controls Scheme (nD)
Family Heating Initiative (P)
RCN Community Halls (nD)
	99,675

100,385
589,990
1,571
27,908
1,692
76,602

10,521
5,527
7,759
173,055
38,162
23,631
70,796
2,088,894
14,706

464,016
28,373
	24.185
23.149
51.794
0.971
10.422
0.473
10.258
1.451
0.671
0.309
22.481
13.396
8.435
1.327
154.469
1.420

51.920
3.136
	7,852

6356
12,784

186

2,844

91

2,772

326

151

69
7,865

3,736

1,841

325

36,530
320

13,318

863
	2,176,693

2,083,379
2,192,697

45,001

937,963

22,894

923,210

130,581

60,354

27,819
1,059,706

1,205,678

429,496

51,685

7,939,014
127,800

1,452,530

142,842

	TOTAL
	
	3,823,263
	380.267
	98,229
	21,009,342


Schemes in 2004-05 showing Costs, Lifetime Energy, Carbon and Cost Savings
2.1 The table above shows a summary of schemes implemented, Levy funding provided and lifetime savings in terms of energy, carbon and customer costs. 

2.2 Funding was increased for Warm Homes Plus, first by £300,000, then by £100,000, due to some submitted schemes not progressing (the table above shows only the schemes that actually progressed) and others not proving as successful as predicted. On both occasions the additional funding was approved by OFREG and was instrumental in allowing the Warm Homes Plus scheme to continue to operate.
3.0 Target Achievement and Incentive Payments
3.1 The overall energy saving target for 2004-05 was set at 230.37GWh. The target was lower than in the previous year, to represent the fact that the terms of the new Framework Document were being applied. This affects the potential savings in terms of the mix of measures in Warm Homes Plus (heating systems are less cost-effective than insulation) and, also, apportionment of savings was to be applied.  As shown on the above table, the actual savings achieved were ca 382GWh. It is always anticipated that suppliers will exceed the target and thus earn incentive payments (see below).
3.2 The extent of over-achievement was thus 151.09GWh which, at a level of £4,415 per GWh as given in the Framework Document, yielded incentive payments of some £667,000. Of this, £567,000 was due to NIE and £100,000 to Energia. This is somewhat higher than the expected level of incentive payments from previous years. However, it should be noted that Energia, in particular, were very successful in persuading one key customer to adopt measures leading to greater energy savings, while NIE have continued to be successful in levering-in third party funding, thus enabling Levy funds to go further. 
3.3 OFREG have agreed that the issue of targets and incentive payments needs to be reviewed prior to the setting up of a further period of the Levy which, if approved by the Authority, would commence in April 2007, with the bidding period opening in October 2006. 
4.0 Extent of Priority Funding

4.1 As required in the Framework Document, Fuel Poverty Proofing targets were set for 2004-05. The target was 439 homes to be Fuel Poverty Proofed. In fact, in 2004-05, a total of 791 homes were Fuel Poverty Proofed, comprehensively beating the target, with a further 1272 homes being Fuel Poverty Proofing Assisted via the Levy input to Warm Homes Plus.
4.2 Of the total of £3,823,263 spent on schemes in 2004-05, £3,213,696 was accounted for by Priority schemes, representing 84.10%. This figures exceeds the 80% normally directed to Priority schemes, due to unspent funds from non-Priority domestic schemes having been redirected to Warm Homes Plus (see above). From the above table, a total of 259.51 GWh was saved in Priority schemes, representing 68.2% of total savings. Thus it may be seen that while the recommended allocation to the fuel poverty sector was actually exceeded, energy savings were not commensurate with spend for this sector. This is expected since heating measures, required for Fuel Poverty Proofing packages, are not as cost-effective as certain other measures such as insulation and lighting.
5.0 Funding Available and Targets for 2005-06
5.1 DETI has signalled that, once again, it intends to block-fund the Levy instead of the funding coming from an actual levy on electricity customers. The proposed level of funding is ca £4,843,000, which is to include the incentive payments from 2004-05. the PSO Levy will again fund the Commercial schemes, which DETI is not able to fund due to EU State Aid rules, to a level of ca £400,000. The exact level of DETI funding is not known at this stage, therefore targets cannot be confirmed with certainty. However, the Framework Document proposes a target of 308.35GWh based on a predicted level of funding equivalent to £7 per customer.
6.0 Conclusions
6.1 The 2002-03 and 2003-04 Levy periods were seen as an interim period between the previous and new Framework Documents. This year (2004-05) was the first in which all the terms of the new Framework Document were implemented, including the bidding process.
6.2 A key difference this year was that the Levy was funded from DETI, instead of from a levy on electricity customers. This decision was taken by DETI in order to disburse a fund of public money at its disposal and to help to reduce costs to electricity customers. Due to EU State Aid rules, the DETI funding could not be applied to Commercial schemes. Priority and non-Priority Domestic schemes were eligible, as were non-commercial (eg public sector) schemes from the Non-Domestic group. The remaining Commercial schemes were funded from the PSO Levy.

6.3 For the first time, a submission was received from a second tier supplier, Energia. This submission was successful and the scheme progressed to completion, achieving impressive savings over those estimated and yielding a handsome incentive payment for savings over their portion of the target. NIE also achieved significant savings over those estimated yielding high levels of incentive payments. The basis on which targets and incentives are set will be reviewed prior to the next Levy period (assuming such is approved by the Authority).
6.4 The bidding process worked well and clearly resulted in the most cost effective schemes being selected. The fact that suppliers were aware of the cost-effectiveness criterion may also have contributed to savings being higher than expected, as more third party funding would have been levered in.
6.5 Fuel Poverty Proofing packages were implemented in Priority schemes and targets set. in accordance with the recommendations of the Assembly. Thus it was possible to report the number of homes where fuel poverty was alleviated, including those receiving full Fuel Poverty Proofing packages as well as those assisted via the Levy input into the Warm Homes Plus programme.
Dr Patrick Waterfield on behalf of EST
Page 4 of 5 



