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Summary
The widespread deployment of energy efficiency measures across the UK’s buildings 
will be a key pillar of any credible strategy to meet net zero greenhouse gas emissions 
by 2050, to tackle fuel poverty and cut energy bills. Energy efficiency investment also 
has the potential to unlock substantial, long-term economic returns. After a period of 
declining financial and policy support for energy efficiency, the Government published 
its Clean Growth Strategy in October 2017, which set new aspirations for energy 
efficiency. We launched this inquiry to assess how the Government’s energy efficiency 
ambition is being translated into action. We conclude that the Government is off-track 
to meet its targets; major policy gaps still exist. The UK’s building stock remains one of 
the most inefficient in Europe. If the Government will not back energy efficiency, one 
of the cheapest ways to reduce our carbon emissions, it will not bode well for the other, 
costlier actions required for decarbonisation.

Investment and infrastructure

We found a profound disparity between the public money invested in residential energy 
efficiency schemes per capita in England compared to that in the devolved nations. 
While there is a clear and substantial investment gap that needs addressing, we are 
concerned that the Government has set targets for energy efficiency without having a 
clear grasp of how much public investment is required to meet them. We recommend 
that the Government sets out with greater precision how much public investment will 
be required to meet its Energy Performance Certificate (EPC) Band C targets. When 
doing so, we strongly recommend that it does not use its undefined caveat of “where 
practical, cost-effective and affordable” that it attached to its EPC Band C targets as a 
vehicle to curb upfront costs.

We conclude that improving the energy efficiency of the UK’s building stock is a national 
infrastructure priority and recommend that it is designated as such by the Government.

Retrofitting homes

The Government’s fuel poverty targets are widely expected to be missed. The Energy 
Company Obligation (ECO), a supplier-led and funded scheme that currently targets 
low-income, vulnerable and fuel poor households, has become the Government’s key 
mechanism for alleviating fuel poverty through energy efficiency. We found that ECO’s 
lack of funding, its focus on low cost rather than need, and the requirement for top-
up funds from recipients, make it unsuitable as the Government’s only fuel poverty 
scheme. Following the example of the devolved nations, we recommend three tiers of 
funding consisting of ECO, centrally funded local authority schemes, and a further 
national funding safety net, to provide a comprehensive strategy for energy efficiency 
for fuel poor households. We recommend that this is combined with enforced high 
standards of installation and a comprehensive network of advice services.

We conclude that the Government’s recent announcement of a £5 million Green Home 
Finance Innovation Fund is woefully inadequate to stimulate demand for energy 
efficiency within the ‘able to pay’ sector. We find it extremely disappointing that the 
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Government disregarded the possibility of linking Stamp Duty Land Tax to energy 
efficiency before undertaking any pilot. We recommend that the Government publishes 
its energy efficiency ‘Action Plan’ without further delay to explain how it intends to meet 
its EPC Band C 2035 target. We recommend that the ‘Action Plan’ drastically increases 
the £5 million allocated to the Green Home Finance Innovation Fund, providing 
proper resources to underpin a demonstration programme that tests a wide package 
of incentives at scale, including a Stamp Duty enticement, for the ‘able to pay’ market.

We welcome the strengthening of the private rented sector regulations for energy 
efficiency, but their scope and impact is still limited. We recommend the Government 
increases the level of the cost cap that it attached to the regulations and properly 
resources local authorities to ensure they have the capacity to impose the standards, 
which will be otherwise valueless. The Government wants the social housing sector 
to be a “flag bearer” for energy efficiency standards but has failed to set out a delivery 
mechanism for the sector. We recommend that the Government acts with urgency to 
set out a trajectory and policy framework for the tenure.

New Homes

We conclude that the majority of large housebuilders will only raise the energy standards 
of their stock if forced to do so by regulation. We recommend that the Government 
legislates for the Future Homes Standard as soon as possible. We further recommend 
that the Building Regulation regime is revised to close loopholes that allow developers 
to build new homes to outdated energy efficiency standards—all within the law. It is 
highly regrettable that homes can also be legally sold that do not meet the advertised 
energy efficiency standards. We recommend that housebuilders should have to test the 
‘as built’ performance of new homes and be made to publish their results.

Commercial Buildings

The Government has failed to raise the salience of energy efficiency within business. Most 
businesses are not aware of the Government’s energy efficiency targets for the sector and 
those that are take the view that it will not be met. The market is not delivering change 
at the pace needed and neither is the regulatory framework. We recommend a step-
change in the Government’s approach to regulating the sector, with the ratcheting up of 
the minimum energy efficiency standards, the mandating of operational performance 
ratings, and improved standards for new commercial buildings.

We conclude that the Government is presiding over a failing policy. It needs to be 
revived. Progress is not stalling due to a lack of evidence on how to drive energy efficiency 
uptake, but a lack of political will. Our recommendations are largely based on tried and 
tested policies and, if taken forward, will go a long way to putting the Government back 
on track to meeting its energy efficiency targets.
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1 Introduction

Energy efficiency and net zero

1. In May 2019, the Committee on Climate Change (CCC)—as requested by the 
Government—set out a blueprint for how the UK could viably build a net zero greenhouse 
gas emission economy by 2050, to pursue the 1.5 degrees aspiration of the Paris 
Agreement.1 In June, Parliament enshrined into law the net zero target, which commits 
the UK to reduce emissions by “at least” 100 per cent below 1990 levels in 2050.2 This will 
require deep emissions reductions across the economy, with any residual sources offset by 
removals of CO₂ from the atmosphere (e.g. by afforestation).3 This is a significant increase 
on the former target under the Climate Change Act 2008 of an 80 per cent reduction by 
2050. The CCC stressed that widespread deployment of energy efficiency measures across 
the UK’s building stock will be a key plank of any credible and cost-effective strategy to 
meeting net zero.4 This follows repeated warnings from the CCC that energy efficiency 
needs addressing immediately if the UK is to meet its 4th and 5th carbon budgets.5 In 
spite of these warnings the UK’s building stock remains one of the most energy inefficient 
in Europe.6

Box 1: What is energy efficiency and how is it measured?

Energy efficiency is the use of less energy to provide the same service. A building’s 
energy efficiency is the ability of its different components to retain heat and produce 
light. This includes measurement of the efficiency of walls, roofs, floors, windows, 
heating systems and controls, hot water and lighting. The interventions to improve 
the energy efficiency of buildings includey insulation in lofts and walls (cavity and 
solid); double or triple gla ing; draught proofing floors, windows and doors; smarter 
appliances; and superior heating systems.

The performance of these combined measurements is documented in an Energy 
Performance Certificate (‘EPC’), graded on a scale of A (most efficient) to G (least 
efficient).7 EPCs have two metrics, a fuel cost-based energy efficiency rating and a 
rating relating to CO2 emissions. The EPC rating is based on a Standard Assessment 
Procedure (SAP) which is the methodology used by the Government to assess the 
energy performance of dwellings. SAP assesses how much energy a dwelling will 
consume, based on standardised assumptions for occupancy and behaviour. A higher 
‘SAP’ score indicates lower running costs. The annual running costs of an EPC Band C 
rated home is around £270 lower than the average Band D home and £650 less than the 
average Band E home.8

1 Committee on Climate Change, Net Zero – The UK’s contribution to stopping global warming (May 2019)
2 The Climate Change Act 2008 (2050 Target Amendment) Order 2019
3 Committee on Climate Change, Net Zero – The UK’s contribution to stopping global warming (May 2019)
4 As above
5 Committee on Climate Change, UK housingy Fit for the future? (Feb 2019); Committee on Climate Change, 

Reducing UK emissionsy 2018 Progress Report to Parliament (June 2018); Committee on Climate Change, 
Meeting Carbon Budgetsy Closing the policy gap 2017 Report to Parliament (June 2017); Committee on Climate 
Change, Meeting Carbon Budgetsy 2016 Progress Report to Parliament (June 2016); Committee on Climate 
Change, Reducing emissions and preparing for climate changey 2015 Progress Report to Parliament (June 2015)

6 Guertler, P., Carrington, J., Jans , A. The Cold Man of Europe (2015); Guertler, P., Royston, S. Fact-filey The Cold 
Man of Europe (2013)

7 The Government published a call for evidence on EPCs in July 2018, which is exploring how EPCs could be 
further improved, in light of new source of data and capabilities. The Government intends to respond to this 
consultation this year.

8 Department for Business, Energy and Industrial Strategy, Call for Evidencey Building a Market for Energy 
Efficiency (Oct 2017), p.13

https://www.theccc.org.uk/wp-content/uploads/2019/05/Net-Zero-The-UKs-contribution-to-stopping-global-warming.pdf
https://www.legislation.gov.uk/ukdsi/2019/9780111187654/pdfs/ukdsi_9780111187654_en.pdf
https://www.theccc.org.uk/wp-content/uploads/2019/05/Net-Zero-The-UKs-contribution-to-stopping-global-warming.pdf
https://www.theccc.org.uk/wp-content/uploads/2019/02/UK-housing-Fit-for-the-future-CCC-2019.pdf
https://www.theccc.org.uk/wp-content/uploads/2018/06/CCC-2018-Progress-Report-to-Parliament.pdf
https://www.theccc.org.uk/wp-content/uploads/2017/06/2017-Report-to-Parliament-Meeting-Carbon-Budgets-Closing-the-policy-gap.pdf
https://www.theccc.org.uk/wp-content/uploads/2016/06/2016-CCC-Progress-Report.pdf
https://www.theccc.org.uk/publication/reducing-emissions-and-preparing-for-climate-change-2015-progress-report-to-parliament/
https://www.ukace.org/wp-content/uploads/2015/10/ACE-and-EBR-briefing-2015-10-Cold-man-of-Europe-update.pdf
https://www.e3g.org/docs/ACE-and-EBR-fact-file-2013-03-Cold-man-of-Europe.pdf
https://www.e3g.org/docs/ACE-and-EBR-fact-file-2013-03-Cold-man-of-Europe.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/653731/Call_for_Evidence_-_Building_a_Market_for_Energy_Efficiency_Final.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/653731/Call_for_Evidence_-_Building_a_Market_for_Energy_Efficiency_Final.pdf
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Scale of the challenge

2. To meet the 2050 target of the Climate Change Act 2008, the Government set 
five-yearly carbon budgets which currently run until 2032 that restrict the amount of 
greenhouse gas the UK can legally emit in a five-year period.9 The UK is on track to 
deliver the third budget (2018 to 2022) but is set to miss the fourth (2023 to 2027) by 5.6 
per cent and fifth (2028 to 2032) by 9.6 per cent.10 This is particularly concerning given 
that these were both set on the path to the 80 per cent target and are likely to be “too loose” 
to meet the net zero target.11

3. Failure to tackle building emissions is contributing substantially to this shortfall.12 
Approximately 19 per cent of the UK’s total emissions come from heating our buildings: 
homes comprise 77 per cent; commercial buildings 14 per cent; and public buildings 10 
per cent.13 To meet net zero, the building stock needs to be nearly completely decarbonised 
by 2050.14 But when adjusting for temperature variation, building emissions rose by 1 per 
cent in 2017, relative to the previous year.15 Building emissions were only 11 per cent below 
1990 levels, compared to a 17 per cent reduction in the CCC’s recommended cost-effective 
pathway for meeting carbon budgets.16 As Figure 1 summarises, emissions from the 
residential sector are projected to progressively deviate from the CCC’s least cost pathway. 
Existing and planned policies for carbon abatement from buildings will not achieve what 
is required to meet the fifth carbon budget.

9 Committee on Climate Change, How we monitor carbon emissions
10 Department for Business, Energy and Industrial Strategy, Updated Energy and Emissions Reductions 2018 (March 

2019); Letter from Minister of State for Universities, Science, Research and Innovation and Interim Minister 
of State for Energy and Clean Growth, Chris Skidmore MP (May 2019), in response to a letter from the BEIS 
Committee Chair, Rachel Reeves MP (May 2019).

11 Committee on Climate Change, Net Zero – The UK’s contribution to stopping global warming (May 2019), p.30
12 Department for Business, Energy and Industrial Strategy, Updated Energy and Emissions Reductions 2018 (March 

2019)
13 Committee on Climate Change, Reducing UK emissions 2018 Progress Report to Parliament (June 2018), p.90
14 Committee on Climate Change, Net Zero – The UK’s contribution to stopping global warming (May 2019)
15 Committee on Climate Change, Reducing UK emissions 2018 Progress Report to Parliament (June 2018), p.30. 

These figures do not account of the Committee on Climate Change’s 2019 Annual Progress Report which was 
published after this report was agreed.

16 As above, p.94

https://www.theccc.org.uk/tackling-climate-change/reducing-carbon-emissions/carbon-budgets-and-targets/
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/794590/updated-energy-and-emissions-projections-2018.pdf
https://publications.parliament.uk/pa/cm201719/cmselect/cmbeis/correspondence/Chris-Skidmore-to-Rachel-Reeves-19-05-20.pdf
https://publications.parliament.uk/pa/cm201719/cmselect/cmbeis/correspondence/Chris-Skidmore-to-Rachel-Reeves-19-05-20.pdf
https://publications.parliament.uk/pa/cm201719/cmselect/cmbeis/correspondence/Rachel-Reeves-to-Claire-Perry-19-05-01.pdf
https://publications.parliament.uk/pa/cm201719/cmselect/cmbeis/correspondence/Rachel-Reeves-to-Claire-Perry-19-05-01.pdf
https://www.theccc.org.uk/wp-content/uploads/2019/05/Net-Zero-The-UKs-contribution-to-stopping-global-warming.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/794590/updated-energy-and-emissions-projections-2018.pdf
https://www.theccc.org.uk/wp-content/uploads/2018/06/CCC-2018-Progress-Report-to-Parliament.pdf
https://www.theccc.org.uk/wp-content/uploads/2019/05/Net-Zero-The-UKs-contribution-to-stopping-global-warming.pdf
https://www.theccc.org.uk/wp-content/uploads/2018/06/CCC-2018-Progress-Report-to-Parliament.pdf
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Figure 1: Projected emissions from residential buildings, based on current baseline, updated 
energy and emissions projections (UEP), UEP with extended ambition, CCC Carbon Budget targets, 
and Association for the Conservation of Energy (ACE) modelling

Source: Centre on Innovation and Energy Demand, Warm Homes for all: A comprehensive policy approach for residential 
energy efficiency retrofit in the UK (2018), p.8.

4. The reversal of these trends depends on a major upgrade to the energy performance 
of the UK’s building stock. Preventing wastage is a no-regrets and essential companion to 
policies that transform energy consumption and production. Properly insulating buildings 
is an “obvious” and “practical” first step to decarbonising the economy.17 Lord Deben, 
Chairman of the CCC, told us “energy efficiency is by far the cheapest way of reducing our 
emissions.”18 While the decarbonisation of buildings is contingent on energy efficiency, the 
heat supply of buildings must also be decarbonised. These challenges are interlinked: low-
carbon heat cannot be deployed cost-effectively unless buildings are properly insulated—
regardless of the technology pursued (e.g. heat pumps, hybrid systems, hydrogen).19 Energy 
efficiency is therefore a core element of the heat decarbonisation pathway. Decarbonising 
heat at an acceptable cost relies on energy efficiency investment. The total system cost 
of heat decarbonisation could be £6.2 billion higher per year to 2050 without energy 
efficiency.20

Addressing fuel poverty

5. Currently, one in ten households in England are fuel poor—around 2.5 million.21 A 
household is deemed to be in fuel poverty if it has required heating costs above the national 
median, and meeting these costs places the household below the poverty line.22 Energy 

17 Committee on Climate Change, Reducing UK emissions 2018 Progress Report to Parliament (June 2018), p.13
18 Q290 [Lord Deben]
19 For discussion on the relationship between energy efficiency and heat decarbonisation, seey Imperial College 

London, Analysis of Alternative UK Heat Decarbonisation Pathways (Aug 2019)
20 As above
21 Department for Business, Energy and Industrial Strategy, Annual Fuel Poverty Statistics Report 2016 Data (June 

2018)
22 The poverty line in the UK is defined as a household income below 60 per cent of median income.

https://www.theccc.org.uk/wp-content/uploads/2018/06/CCC-2018-Progress-Report-to-Parliament.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/oral/98741.pdf
https://www.theccc.org.uk/wp-content/uploads/2018/06/Imperial-College-2018-Analysis-of-Alternative-UK-Heat-Decarbonisation-Pathways.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/719106/Fuel_Poverty_Statistics_Report_2018.pdf
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inefficient housing is a major driver of fuel poverty, which is instigated by a combination 
of low household income, high energy requirements and high energy costs. Just 10 per 
cent of fuel poor households live in a property of Energy Performance Certificate (EPC) 
Band C or better.23 Better insulation and more efficient heating are therefore crucial 
to alleviating fuel poverty. As the UK advances towards the use of more low-carbon 
generation technologies, the price of energy is set to rise and the fuel poor risk being 
disproportionately affected. The CCC refers to a “just transition”—the need to ensure that 
the costs and benefits of decarbonisation are fairly distributed.24 The CCC argues that the 
poorest can be protected from rising prices through improved energy efficiency.25

Wider net benefits

6. Evidence shows that energy efficiency investment presents an opportunity for further 
net benefits to be unlocked.

• Energy savings: total energy use could be reduced by an estimated 25 per cent 
by 2035 through cost-effective investments in energy efficiency and low carbon 
heat—equivalent to the annual output of six Hinkley Point Cs.26

• Cutting energy bills: Energy efficiency measures have already saved households 
around £290 per year since 2008.27 Reducing total energy use by 25 per cent by 
2035 would result in average energy savings for consumers of roughly £270 per 
household per year.28

• Jobs: Similar scenarios suggest that between 66,000 to 86,000 new jobs could be 
sustained annually across all UK regions.29

• Economic Growth: This ‘cost-effective’ approach would require an estimated 
£85.2 billion investment but would deliver benefits (reduced energy use, reduced 
carbon emissions, improved air quality and comfort) totalling £92.7 billion—a 
net present value of £7.5 billion.30

• Optimises infrastructure investment: Energy efficiency can prevent expensive 
investments in generation, transmission and distribution infrastructure and 
reduce reliance on fuel imports—with a present value of avoided electricity 
network investment of £4.3 billion.31

23 Department of Business, Energy and Industrial Strategy, Annual Fuel Poverty Statistics in England, 2017 data 
(June 2019)

24 Committee on Climate Change, Net Zero – The UK’s contribution to stopping global warming (May 2019)
25 As above
26 Rosenow.J., Guertler. P., Sorrell.S., Eyre.N., (2018) ‘The remaining potential for energy savings in UK households’, 

Energy Policy, Vol.121, pp. 542–552.
27 Committee on Climate Change, Energy Prices and Bills – impacts of meeting carbon budgets (March 2017)
28 Rosenow et al (2018), ‘The remaining potential for energy savings in UK households’, Energy Policy, Vol 121, pp. 

542–552.
29 Guertler,P., Rosenow.J., Buildings and the 5th Carbon Budget (Oct 2016)
30 Rosenow et al (2018), ‘The remaining potential for energy savings in UK households’, Energy Policy, Vol 121, pp 

542–552.
31 Committee on Climate Change, Energy Prices and Bills – impacts of meeting carbon budgets (March 2017)

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/808534/Annual_Fuel_Poverty_Statistics_Report_2019__2017_data_.pdf
https://www.theccc.org.uk/wp-content/uploads/2019/05/Net-Zero-The-UKs-contribution-to-stopping-global-warming.pdf
https://www.sciencedirect.com/science/article/pii/S030142151830421X
https://www.theccc.org.uk/publication/energy-prices-and-bills-report-2017/
https://www.sciencedirect.com/science/article/pii/S030142151830421X
https://www.ukace.org/wp-content/uploads/2016/09/ACE-RAP-report-2016-10-Buildings-and-the-5th-Carbon-Budget.pdf
https://www.sciencedirect.com/science/article/pii/S030142151830421X
https://www.theccc.org.uk/publication/energy-prices-and-bills-report-2017/
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• Competitiveness: The UK is a net exporter of insulation and energy efficiency 
retrofit goods and services.32

• NHS savings: Reduced NHS costs of roughly £1.4 billion each year in England 
alone.33 The health service is estimated to save £0.42 for every £1 spent on 
retrofitting fuel poor homes.34

• Air quality: The present value of avoided harm to health is calculated at £4.1 
billion in accordance with HM Treasury guidance.35

7. A major upgrade of the energy performance of the UK’s entire building stock will 
be a fundamental pillar of any credible strategy to reach net zero emissions, to address 
fuel poverty and cut energy bills.

32 LSE, Grantham Institute, UK Export Opportunities in the Low Carbon Economy (2017); For statistics on 
performance of the energy efficiency sector, seey Office for National Statistics, Low carbon and renewable 
energy economy, UKy 2017

33 All party parliamentary group for healthy homes and buildings, Building our Future Laying the Foundations for 
Healthy Homes and Buildings, White Paper (Oct 2018)

34 UK Green Building Council, Regeneration and Retrofit Task Group Report, (Oct 2017)
35 Rosenow et al (2018) ‘The remaining potential for energy savings in UK households’, Energy Policy, Vol 121, pp. 

542–552.

http://www.lse.ac.uk/GranthamInstitute/publication/lcgs/
https://www.ons.gov.uk/economy/environmentalaccounts/bulletins/finalestimates/2017
https://www.ons.gov.uk/economy/environmentalaccounts/bulletins/finalestimates/2017
https://healthyhomesbuildings.org.uk/wp-content/uploads/2018/10/HHB-APPG-White-Paper-V1.pdf
https://healthyhomesbuildings.org.uk/wp-content/uploads/2018/10/HHB-APPG-White-Paper-V1.pdf
https://www.ukgbc.org/wp-content/uploads/2017/09/08498-Regen-Retrofit-Report-WEB-Spreads.pdf
https://www.sciencedirect.com/science/article/pii/S030142151830421X
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Box 2: State of the building stock

The UK has a diverse building stock that will require different energy efficiency 
remedies. Some of the challenges will include tailoring solutions to period homes, off-
grid homes36 and tower blocks. Only around 15 per cent of the existing stock was built 
after 1990, meaning that the majority of homes were built before the introduction 
of standards for insulation and energy performance.37 Policies that deliver “a one si e 
fits all” approach to upgrading buildings will prove unsuccessful.38 Energy efficiency 
measures will need to be installed in a way that treats each property individually. 
Government schemes to date have targeted low cost measures. As a result, the “low-
hanging fruit” is running out.39 This increasingly leaves more expensive measures to 
complete, such as solid wall insulation.

Nonetheless, according to the English National Housing Survey, 98 per cent of the 
housing stock could benefit from at least one of the energy efficiency improvements set 
out by the Energy Performance Certificate.40 In terms of technical remaining potential 
for energy efficiency intervention across the UK’s building stock (not necessarily cost-
effective at this time), available evidence indicates that there are over 8 million lofts that 
require insultation or top up insulation; over 5 million uninsulated cavity walls; around 
8 million solid walls; and 20 million floors.41 For windows, around 23 million home 
have double-gla ing across the whole house already, but there are around 18 million 
interventions needed to move to very high efficiency windows.42

Current Government action

8. After a period of declining financial and policy support for energy efficiency—with 
decisions to discontinue Warm Front, withdraw funding for the Green Deal, scrap Zero 
Carbon Homes regulation, and significantly reduce funding for the Energy Company 
Obligation (ECO)43—the Government published its Clean Growth Strategy in October 
2017.44 This set out new aspirations for the energy performance of buildings. The strategy 
outlined an ambition to upgrade all homes to Energy Performance Certificate (EPC) Band 
C by 2035, where “cost effective, affordable and practical”, with an earlier goal for rented 
homes of 2030. This is in addition to the Government’s statutory target to improve the 
homes of fuel poor households, “as far as reasonably practicable”, to EPC Band C by 2030.45 

36 For discussion on the challenges facing rural households, seey Federation of Petroleum Suppliers (ENE0011); 
CLA (ENE0015); Calor Gas Ltd (ENE0049); For a discussion on the challenges facing heritage buildingsy National 
Trust (ENE0031); The Heritage Alliance (ENE0052); Historic Houses (ENE0055); Royal Institute of British Architects 
(ENE0070)

37 Committee on Climate Change, Annex 2. Heat in UK buildings today (2016)
38 ABB (ENE0065)
39 Leeds Beckett University (ENE0007)
40 Department for Communities and Local Government, English Housing Survey Potential stock improvements 2015 

(July 2017)
41 Department for Business, Energy and Industrial Strategy, Household Energy Efficiency Statistics, detailed report 

2018 (July 2019); Rosenow et al (2018) The remaining potential for energy savings in UK households, Energy 
Policy, Vol 121, pp 542–552.

42 Rosenow et al (2018) The remaining potential for energy savings in UK households, Energy Policy, Vol 121, pp 
542–552. For windowsy criterion is homes without or just partial double-gla ing going to full double-gla ing, 
and homes already double-gla ed but before 2002.

43 For a history of energy efficiency policy, seey House of Commons, Debate Pack, Energy Efficiency and the Clean 
Growth Strategy (March 2018)

44 HM Government, The Clean Growth Strategyy Leading the way to a low carbon future (Oct 2017)
45 HM Government, Cutting the cost of keeping warmy A fuel poverty strategy for England (March 2015)

http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95006.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95025.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95130.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95095.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95135.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95138.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95220.pdf
https://www.theccc.org.uk/wp-content/uploads/2017/01/Annex-2-Heat-in-UK-Buildings-Today-Committee-on-Climate-Change-October-2016.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95151.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/94866.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/627688/Potential_stock_improvements_Report_2015-16.pdf
https://www.gov.uk/government/statistics/household-energy-efficiency-statistics-detailed-report-2018
https://www.gov.uk/government/statistics/household-energy-efficiency-statistics-detailed-report-2018
https://www.sciencedirect.com/science/article/pii/S030142151830421X
https://www.sciencedirect.com/science/article/pii/S030142151830421X
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/700496/clean-growth-strategy-correction-april-2018.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/408644/cutting_the_cost_of_keeping_warm.pdf
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This sits alongside two interim milestones of EPC E by 2020 and EPC D by 2025.46 The 
Strategy also set a national target to reduce energy use in businesses by at least 20 per cent 
by 2030.47

9. The key actions taken by the Government to meet these targets thus far include:

• A commitment to extend support for home energy efficiency to 2028 at least at 
the current level of ECO funding—£640 million per annum. The Government 
refocussed the new ECO scheme (which started in December 2018 and will run 
until March 2022) towards low-income, vulnerable and fuel poor households;48

• Introduction of the Private Rented Sector Minimum standard regulations on 1st 
April 2018 which require landlords to bring their properties to EPC Band E or 
above if measures cost below £3,500. The rules apply initially to new tenancies or 
contract renewals, but by 2020 to all domestic rented properties;49

• Launch of the consultation ‘Building a market for energy efficiency’, which 
focuses primarily on driving energy efficiency investment amongst the ‘able to 
pay’ sector;50

• As part of its Green Finance Strategy, the launch of a £5 million Green Home 
Finance Innovation Fund to pilot over 18 months green home finance products 
to incentivise energy efficiency retrofit, such as green mortgages;51

• Release of an Industrial Grand Challenge mission to halve the energy use of new 
buildings by 2030 and to halve the costs of renovating at the same time;52

• Announcement of a Future Homes Standard at the 2019 Spring Budget that will 
require new homes to have ‘world-leading’ levels of energy efficiency by 2025;53

• Launch of a consultation for a new energy efficiency scheme for small and 
medium sized businesses which includes the option of increasing access to green 
finance.54

10. In the ensuing chapters we provide an assessment of each of these policies in turn. We 
consider their effectiveness in delivering the rate of energy efficiency measures required 
to meet the aspirations set out in the Clean Growth Strategy, and as a consequence the 
Government’s statutory fuel poverty and carbon reduction obligations.

46 As above
47 HM Government, The Clean Growth Strategyy Leading the way to a low carbon future (Oct 2017)
48 Department for Business, Energy and Industrial Strategy, Energy Company Obligation ECO3y 2018–2022 Final 

Impact Assessment (Oct 2018)
49 Department for Business, Energy and Industrial Strategy, Final Stage Impact Assessmenty Amending the Private 

Rented Sector Energy Efficiency Regulations (Nov 2018), Table 5, p.15
50 Department for Business, Energy and Industrial Strategy, Call for Evidencey Building a Market for Energy 

Efficiency (Oct 2017), p.13; see also consultations ony Department for Business, Energy and Industrial Strategy, 
Energy Performance Certificates in buildingsy call for evidence (July 2018)

51 HM Government, Green Finance Strategyy Transforming Finance for a Greener Future (July 2019)
52 Department for Business, Energy and Industrial Strategy, Policy papery The Grand Challenge missions (Updated 

May 2019). The Industrial Strategy sets out 4 Grand Challengesy Artificial Intelligence and data; ageing society; 
clean growth; future of mobility. The Government is developing missions to tackle the Grand Challenges.

53 HM Government, Spring Statement 2019y Written Ministerial Statement
54 Department for Business, Energy and Industrial Strategy, Energy efficiency scheme for small and medium si ed 

businesses (May 2019)

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/700496/clean-growth-strategy-correction-april-2018.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/749638/ECO_3_Final_Stage_IA__Final.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/749638/ECO_3_Final_Stage_IA__Final.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/760313/IA_-_Energy_Efficiency__Private_Rented_Property___England.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/760313/IA_-_Energy_Efficiency__Private_Rented_Property___England.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/653731/Call_for_Evidence_-_Building_a_Market_for_Energy_Efficiency_Final.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/653731/Call_for_Evidence_-_Building_a_Market_for_Energy_Efficiency_Final.pdf
https://www.gov.uk/government/consultations/energy-performance-certificates-in-buildings-call-for-evidence
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/813656/190701_BEIS_Green_Finance_Strategy_Accessible_PDF_FINAL.pdf
https://www.gov.uk/government/publications/industrial-strategy-the-grand-challenges/missions
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/785618/WMS_final_Commons.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/785541/energy-efficiency-scheme-smes-cfe.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/785541/energy-efficiency-scheme-smes-cfe.pdf
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Box 3: Energy efficiency and devolution

Whilst the Clean Growth Strategy was published on a UK-wide basis and most of energy 
policy is reserved, energy efficiency and fuel poverty are partly devolved. The devolved 
administrations have a range of additional policies and targets which go beyond Central 
Government policies in several areas. The Devolved Administrations in Scotland and 
Wales have their own separate legal fuel poverty targets.

Our inquiry

11. We launched our inquiry on 19 November 2018. The object of our inquiry was to 
examine what progress the UK Government has made in translating the energy efficiency 
aspirations in the Clean Growth Strategy into concrete, robust action. We propose further 
measures to assist the Government in delivering on its energy efficiency ambitions which 
are crucial to meeting the Government’s statutory climate and fuel poverty targets. We 
did so with the aim to feed in to the Government’s forthcoming update of the fuel poverty 
strategy; its series of ongoing consultations on energy efficiency policy; and its upcoming 
review on Building Regulations.

12. We received and published 64 pieces of written evidence in response to our call for 
evidence. We held a number of informal and private meetings with stakeholders in the 
sector, including the Committee on Fuel Poverty, and held four oral evidence sessions 
between 26 February 2019 and 24 April 2019. In the course of this inquiry, we took 
evidence from a range of charities, consumer groups, think tanks, industry and trade 
bodies, housebuilders, Government advisors, including the Committee on Climate 
Change and the National Infrastructure Commission, and Ministers. We also received 
a substantial amount of correspondence from industry and stakeholders in response to 
specific requests for information. We are grateful to all those who submitted evidence or 
otherwise contributed to this inquiry.
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2 Delivering Residential Energy 
Efficiency

Ambition of residential EPC targets

13. The Clean Growth Strategy set a target to upgrade as many houses to EPC Band C by 
2035 “where practical, cost-effective and affordable”, and for all fuel poor households, and 
as many rented homes as possible, to reach the same standard by 2030.55 Commenting 
on the Strategy’s targets, the Committee on Climate Change (CCC) said that the energy 
efficiency aspirations are consistent with meeting carbon budgets at least cost, so long as 
the conditions of “practical” and “affordable” do not substantially restrict “cost-effective” 
uptake.56 The Government itself admitted to us that 18 months after setting the EPC targets 
it has neither decided on the number of houses it deems “practical”, “cost-effective” and 
“affordable” to upgrade,57 nor defined what these terms actually mean.58 Without concrete, 
measurable ambition, the Government evades accountability on whether its policy aligns 
with what is required to meet its statutory climate and fuel poverty obligations.

14. It is unacceptable that 18 months after publishing the Clean Growth Strategy 
the Government is yet to define the condition of “where practical, cost-effective and 
affordable” that it pinned to the EPC Band C targets. This serious flaw creates policy 
ambiguity that requires clarification. We recommend that the Government in the first 
instance sets out the proportion of houses it deems “practical”, “cost-effective” and 
“affordable” to upgrade to EPC Band C, as well as clear definitions of what these terms 
mean to provide clarity and accountability.

Progress towards EPC targets

15. Only around 30 per cent of homes in the UK currently meet EPC Band C.59 The 
overriding message of witnesses was that UK Government policy in its current form will 
fail to upgrade the remaining 70 per cent; equating to around 19 million homes.60 The 
CCC told us that the UK Government is off-track to meeting the 2035 target, that progress 
has slipped, and major policy gaps remain.61 Figures 2 and 3 illustrate the number of 
homes improved with major energy efficiency measures, including heating upgrades, 
with government support across the UK, compared to the rate at which homes need to be 

55 HM Government, The Clean Growth Strategyy Leading the way to a low carbon future (Oct 2017)
56 Committee on Climate Change, An independent assessment of the UK’s Clean Growth Strategy From ambition 

to action (Jan 2018), p.58
57 Q458 [Golding]
58 Letter from Minister of State for Universities, Science, Research and Innovation and Interim Minister of State for 

Energy and Clean Growth, Chris Skidmore MP (May 2019), in response to a letter from the BEIS Committee Chair, 
Rachel Reeves MP (May 2019).

59 Green Alliance, Reinventing retrofity how to scale up home energy efficiency in the UK (Feb 2019)
60 For exampley Q279 [Hill; Lord Deben]; Q38 [Dr Wade]; Q39 [Billington]; Q93 [Lewis]; Q95–96 [Matthew]; E.ON 

UK (ENE0027); National Energy Action (NEA) (ENE0025); Committee on Fuel Poverty (CFP) (ENE0035); UCL 
Energy Institute (ENE0039); Energy Efficiency Infrastructure Group (EEIG) (ENE0041); UK Green Building Council 
(ENE0042); Energy UK (ENE0059); Mineral Wool Insulation Manufacturers Association (MIMA) (ENE0037); 
Citi ens Advice (ENE0032); Electrical Contractors’ Association (ENE0073); Rockwool Ltd (ENE0038); Recoup 
Energy Solutions Ltd (ENE0046); Association of Local Energy Officers (ENE0048); Calor Gas Ltd (ENE0049); WWF-
UK (ENE0051); Gemserv (ENE0053); Regulatory Assistance Project (RAP) (ENE0064); Royal Institute of British 
Architects (ENE0070); (ENE0074); Association for Decentralised Energy (ADE)

61 Q279 [Hill; Lord Deben]

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/700496/clean-growth-strategy-correction-april-2018.pdf
https://www.theccc.org.uk/wp-content/uploads/2018/01/CCC-Independent-Assessment-of-UKs-Clean-Growth-Strategy-2018.pdf
https://www.theccc.org.uk/wp-content/uploads/2018/01/CCC-Independent-Assessment-of-UKs-Clean-Growth-Strategy-2018.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/oral/101219.pdf
https://publications.parliament.uk/pa/cm201719/cmselect/cmbeis/correspondence/Chris-Skidmore-to-Rachel-Reeves-19-05-20.pdf
https://publications.parliament.uk/pa/cm201719/cmselect/cmbeis/correspondence/Chris-Skidmore-to-Rachel-Reeves-19-05-20.pdf
http://letter from the BEIS Committee Chahttps://publications.parliament.uk/pa/cm201719/cmselect/cmbeis/correspondence/Rachel-Reeves-to-Claire-Perry-19-05-01.pdfir, Rachel Reeves MP
http://letter from the BEIS Committee Chahttps://publications.parliament.uk/pa/cm201719/cmselect/cmbeis/correspondence/Rachel-Reeves-to-Claire-Perry-19-05-01.pdfir, Rachel Reeves MP
https://www.green-alliance.org.uk/reinventing_retrofit.php
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/oral/98741.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/oral/97353.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/oral/97353.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/oral/98021.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/oral/98021.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95077.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95071.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95108.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95116.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95118.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95119.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95144.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95111.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95100.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95592.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95115.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95126.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95129.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95130.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95134.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95136.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95150.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95220.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/103689.html
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/oral/98741.pdf
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improved to meet the EPC Band C target. The figures demonstrate that the current rate 
of renovation in the UK needs to increase by around 7 times. Behind this headline figure 
lies a variance between the increase in energy efficiency renovation needed in England 
compared to the devolved nations. For example, in England the rate needs to increase by 
a factor of 9, compared to a factor of 2.5 in Scotland.

16. Figure 2 also demonstrates a steep decline in renovation rates over recent years. This 
can be explained in part by a decrease in the availability of “low-hanging fruit”, with 
the remaining potential for energy efficiency interventions becoming more expensive, but 
also by a drastic cut in public funding for energy efficiency (discussed later in the chapter).

Figure 2: The number of homes across the UK improved with significant energy efficiency 
measures with government programme support compared to the rate required to meet the 2035 
EPC C target.
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62 Assumptions made to avoid double counting.
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Figure 3: The rate of homes supported with significant energy efficiency renovations in 2017/18 
across the nations of the UK, displayed as a share of the average annual rate needed to 2035.
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Deployment of insulation

17. The major gap is in insulation installation rates, which are at their lowest in ten years. 
As illustrated in Figure 4 the rate of loft and wall insulation measures going into houses 
under Government schemes is 95 per cent lower than what was delivered in 2012.64

63 Assumptions made to avoid double counting.
64 Committee on Climate Change, UK Housingy Fit for the future? (Feb 2019) p.28

https://www.theccc.org.uk/publication/uk-housing-fit-for-the-future/
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Figure 4: Annual insulation installation rates under Government programmes (2008–2017)

Source: Committee on Climate Change, UK Housing: Fit for the future? (Feb 2019), p.29

18. The Energy Company Obligation (ECO) is the only public scheme currently delivering 
insulation measures into homes in England. The target for all homes to reach EPC Band C 
requires over 1 million insulation installations per year in England, but in 2018 only around 
110,000 insulation measures were installed with ECO support, translating into an average 
of 2,100 insulation measures per week.65 Although it is difficult to track, we have found 
little evidence to suggest that there is a considerable amount of insulation deployment 
taking place outside of ECO in England, except for double glazing installations.66

19. Research undertaken by the Centre on Innovation and Energy Demand, 
Environmental Change Institute, the Regulatory Assistance Project, and E3G, shows that 
across homes in the UK there is remaining cost-effective potential for around 20 million 
insulation measures to 2035, and 17 million in England.67 Installing all of these measures 
would equate to billions of pounds of energy savings.68 For England, the 17 million 
measures is equivalent to around 20,000 insulation improvements being installed every 
week between now and 2035.69 The cost-effectiveness of measures is based on criteria used 
by the UK Government to appraise public policies and the rate of deployment is based 
closely on the CCC’s central scenario, for meeting the fifth carbon budget at least cost. 
As the CCC consider the Government’s energy efficiency targets to be consistent with 
meeting carbon budgets at least cost, we assume that these estimates broadly align with 
what is required to meet the Government’s EPC Band C targets.70 Figure 5 compares the 

65 Department for Business, Energy and Industrial Strategy, Household Energy Efficiency Statistics (May 2019)
66 ECO loft and cavity wall insulation rates are broadly aligned with the year on year reduction in uninsulated lofts 

and cavity walls seen in the English Housing Survey.
67 Rosenow et al, (2018) The remaining potential for energy savings in UK households, Energy Policy, Vol. 121, pp. 

542–552. The data discussed was provided by post communication with one of the authors. England’s share 
of remaining potential was calculated by assuming 83 per cent of potential in the UK relates to England (i.e. 
proportionate to households split). Thus, a more granular assessment is needed.

68 As above
69 As above
70 Committee on Climate Change, An independent assessment of the UK’s Clean Growth Strategy From ambition 

to action (Jan 2018)

https://www.gov.uk/government/statistics/household-energy-efficiency-statistics-headline-release-may-2019
https://www.sciencedirect.com/science/article/pii/S030142151830421X
https://www.theccc.org.uk/wp-content/uploads/2018/01/CCC-Independent-Assessment-of-UKs-Clean-Growth-Strategy-2018.pdf
https://www.theccc.org.uk/wp-content/uploads/2018/01/CCC-Independent-Assessment-of-UKs-Clean-Growth-Strategy-2018.pdf
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current weekly delivery of wall, loft and floor insulation measures—the major contributors 
to the EPC Band C target where the delivery gaps are the largest—to the rate that needs to 
be deployed across England to 2035.71

Figure 5: Weekly insulation installations required in England to 2035 compared to the current rate 
of weekly deployment.
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20. The 95 per cent drop in insulation rates since 2012 demonstrates that progress has 
slowed to walking pace. The average annual rate at which homes undertake significant 
energy performance improvements in the UK needs to increase by a factor of seven. If 
the Government is serious about meeting the energy efficiency aspirations it set out in 
the Clean Growth Strategy, it needs to rapidly shift a number of policy gears in order 
to achieve this rate of acceleration.

Who should pay for domestic energy efficiency?

21. In principle, we believe that those who benefit from energy efficiency measures 
should pay for them. However, a combination of high upfront costs, long-term returns, 
split incentives between landlords and tenants, the ‘hassle’ of retrofit works, and a 
perception that energy efficiency investment is not captured by property prices, mean 
that asset owners are reluctant to invest in improvements even when it is cost effective 

71 Data provided by post communication with one of the authors of the papery Rosenow et al, The remaining 
potential for energy savings in UK households, Energy Policy, Vol. 121, Pp 542–552. Not published.

https://www.sciencedirect.com/science/article/pii/S030142151830421X
https://www.sciencedirect.com/science/article/pii/S030142151830421X
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to do so.72 The external benefits of energy efficiency are not reflected in market prices, 
so government intervention is needed to stimulate investment.73 The evidence submitted 
to our inquiry led us to the following conclusions about how costs should be distributed 
across residential tenures and sectors:

• As fuel poor or low-income households are often not able to pay for energy 
efficiency measures, these costs should be covered by public investment to a 
significant or full extent;74

• A combination of central Government funding and social landlord investment 
should pay for energy efficiency in the social-rented sector;75

• Better off households and private landlords should, where possible, pay for energy 
efficiency improvements themselves. But, as discussed, the widely documented 
‘market-failure’ of energy efficiency means that incentives and regulation are 
needed to induce ‘able to pay’ property owners to invest.76

Current investment and the Devolved Nations

22. The financial support provided by central Government for domestic energy efficiency 
installations in England is drastically less than what is offered in the devolved nations. 
The main public scheme that directs funding to domestic energy efficiency measures in 
England is the Energy Company Obligation (ECO). This operates across Great Britain 
and currently targets low-income, vulnerable and fuel-poor households. The Government 
points to ECO as a show of its commitment to energy efficiency,77 but the scheme does 
not constitute Government spending. Instead, the scheme is supplier-led and funded via a 
levy on energy bills. ECO itself has had its funding cut in half over recent years, operating 
at £640 million per year, from an original budget of £1.3 billion.78 This is despite the 
Government accepting the link between the amount of money made available for energy 

72 This is not an exhaustive list, other barriers to investment also includey lack of awareness of the benefits of 
retrofitting; lack of information about options for retrofitting; lack of interest in energy efficiency; preference 
for investment elsewhere; concerned that the property may be ‘damaged’; lack of financial incentives for 
owners; lack of trust in those undertaking the work. For a more detailed discussion on the barriers to retrofit 
seey Centre on Innovation and Energy Demand, Warm Homes for All A comprehensive policy approach for 
residential energy efficiency retrofit in the UK (2018), p.9; Q88 [Bray]; Rockwool Ltd (ENE0038); Chartered 
Institution of Building Services Engineers (ENE0045); Canetis (ENE0068); Royal Institute of British Architects 
(ENE0070)

73 Regulatory Assistance Project (RAP) (ENE0064); Sustainable Energy Association (ENE0062); Leeds Beckett 
University (ENE0007)

74 For exampley Mineral Wool Insulation Manufacturers Association (MIMA) (ENE0037); Energy Saving Trust 
(ENE0067); Regulatory Assistance Project (RAP) (ENE0064); Citi ens Advice (ENE0032); National Energy Action 
(ENE0025)

75 For exampley National Housing Federation (ENE0058); E3G (ENE0014); National Infrastructure Commission, 
National Infrastructure Assessment (July 2018); Frontier Economics, Affordable Warmth, Clean Growth (Sept 
2017)

76 For exampley Sustainable Energy Association (ENE0062); Energy Savings Trust (ENE0067); E.ON (ENE0027); Energy 
UK (ENE0059); UK Green Building Council (ENE0042); NAPIT Certification (ENE0019); Regulatory Assistance 
Project (RAP) (ENE0064). For international experience (discussed in more detail in Chapter 4), seey E3G, Silver 
Buckshotsy Opportunities for closing the gap between ambition for, and policy and investment to drive, UK 
residential energy efficiency renovation (July 2018)

77 Q402 [Perry]
78 Department for Energy and Climate Change, Final Stage Impact Assessment for the Green Deal and Energy 

Company Obligation (June 2012)

http://www.cied.ac.uk/wordpress/wp-content/uploads/2018/06/CIED-Warm-Home-Report.pdf
http://www.cied.ac.uk/wordpress/wp-content/uploads/2018/06/CIED-Warm-Home-Report.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/oral/98021.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95115.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95125.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95159.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95220.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95150.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95148.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/94866.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95111.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95155.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95150.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95100.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95071.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95143.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95015.pdf
https://www.nic.org.uk/wp-content/uploads/CCS001_CCS0618917350-001_NIC-NIA_Accessible.pdf
https://www.frontier-economics.com/media/2248/affordable-warmth-clean-growth.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95148.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95155.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95077.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95144.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95119.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95058.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95150.pdf
https://www.e3g.org/docs/E3G_%282018_07%29_Silver_buckshots.pdf
https://www.e3g.org/docs/E3G_%282018_07%29_Silver_buckshots.pdf
https://www.e3g.org/docs/E3G_%282018_07%29_Silver_buckshots.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/oral/101219.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/42984/5533-final-stage-impact-assessment-for-the-green-deal-a.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/42984/5533-final-stage-impact-assessment-for-the-green-deal-a.pdf
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efficiency and the rate of installations.79 While reduced levies lowers energy bills, without 
replacement funding, the consequential decrease in energy efficiency investment prevents 
long term bill savings through reduced energy demand.

23. In 2017/2018 UK-wide public investment amounted to around £0.73 billion, 
predominantly from ECO.80 This total does not include administrative costs, focusing 
instead on the amounts invested in deploying energy efficiency measures in homes across 
the UK. But the UK-wide picture masks a stark difference in the public spend per capita 
between England and the devolved nations, who all operate their own schemes to support 
households to make energy efficiency improvements. In Scotland and Wales, centrally 
funded schemes are delivered alongside ECO. E3G, an independent climate change think 
tank, told us that in 2017, average annual per capita investment was: £35 in Scotland, £23 
in Northern Ireland, £17 in Wales and £8 in England.81 Table 1 provides a summary of 
residential energy efficiency schemes currently operating across the UK.

Table 1: Public support available for households to make energy efficiency upgrades across the UK

Funded via Public purse Funded via Energy 
bills

UK The launch of a £5 million Green Home Finance 
Innovation Fund in July this year to encourage the 
private sector to pilot over 18 months green home 
finance products to incentivise energy efficiency 
retrofit, such as green mortgages.82

Great Britain The Energy Company 
Obligation (ECO): 
ECO is a supplier led 
energy efficiency 
scheme, funded via 
energy bills, for Great 
Britain.

The current iteration 
of ECO was refocused 
(which started in 
December 2018 and 
will run until March 
2022) towards low-
income, vulnerable 
and fuel poor 
households. In 2017/18 
the budget allocated 
to ECO was £555m 
(which is £640m less 
£85m admin costs)83

79 Q388 [Perry; Golding]
80 Based on E3G (ENE0014)
81 See alsoy E3G, Silver Buckshotsy Opportunities for closing the gap between ambition for, and policy and 

investment to drive, UK residential energy efficiency renovation (July 2018)
82 HM Government, Green Finance Strategyy Transforming Finance for a Greener Future (July 2019)
83 Department for Business, Energy and Industrial Strategy, Energy Company Obligation ECOy 2018–2022 Final 

Stage Impact Assessment (Oct 2018)

http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/oral/101219.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95015.pdf
https://www.e3g.org/docs/E3G_%282018_07%29_Silver_buckshots.pdf
https://www.e3g.org/docs/E3G_%282018_07%29_Silver_buckshots.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/813656/190701_BEIS_Green_Finance_Strategy_Accessible_PDF_FINAL.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/749638/ECO_3_Final_Stage_IA__Final.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/749638/ECO_3_Final_Stage_IA__Final.pdf
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Funded via Public purse Funded via Energy 
bills

Scotland Home Energy Efficiency Programmes Scotland (HEEPS) 
Area Based Schemes: The Scottish Government 
funds local authorities to develop and deliver energy 
efficiency programmes in areas with high levels of 
fuel poverty. This funding can be combined with ECO 
funding, owners’ contributions and funding from 
registered social landlords. An interest-free loan may 
be available to meet the cost of customer contributions. 
The budget for 2017/18 was £47m.84

Warmer Homes Scotlandy For low-income private 
households who will not benefit from area-based 
schemes, a nationwide fuel poverty scheme, offering 
fully or heavily subsidised energy efficiency measures, 
is available. If a customer contribution is required 
for expensive measures, an interest-free loan may be 
available to meet the cost of the contributions. For 
2017/18 the budget was £27.275m.85

HEEPS loans and cashback: The Home Energy Scotland 
Loan Scheme provides interest-free loans up to the value 
of £15,000 for energy efficiency measures, including 
a maximum cashback amount of £3,750. The 2017/18 
budget was £30m.86

Scotland’s Energy Efficiency Programme pilots: Equity 
loans are also being piloted, with a budget of £2.5m, 
which allows homeowners to borrow against the value 
of their property to fund energy efficiency measures. 
There are no ongoing repayments. The loan is paid 
when the property is sold.87

The HEEPS programme also funds a free and impartial 
energy efficiency advice and support service to all 
householders in Scotland. The 2017/18 Advice and 
Support budget was £10.075m.88

Wales Nest fuel poverty scheme: Provides free home energy 
efficiency improvements for people in receipt of a 
means tested benefit that own or privately rent a home 
in the least efficient bands E, F, G. In 2017/18 £19.5m was 
invested in the scheme.89

Arbed scheme: Strategic area-based fuel poverty 
scheme. Focused on improving the energy efficiency 
performance of homes living in severe fuel poverty, 
often in some of the most deprived areas of Wales. The 
scheme targets areas with high numbers of privately 
owned, off-gas or hard to treat homes. Arbed 3 will 
invest £54m over the lifetime of the project, which 
will run from 2018–21. Funding will come from a 
combination ofy the European Regional Development 
Fund, Welsh Government, and ECO.90

84 Scottish Government, Home Energy Efficiency Programmes for Scotlandy delivery report 2017–2018 (May 2019)
85 Scottish Government, Warmer Homes Scotland Annual Review 2018 (June 2019)
86 Scottish Government, Home Energy Efficiency Programmes for Scotland Delivery Report 2017/18 (May 2019)
87 As above
88 As above
89 Welsh Government, Nest Annual Report 2017 – 2018
90 Welsh Government, Arbed programme (Dec 2018)

https://www.gov.scot/publications/home-energy-efficiency-programmes-scotland-delivery-report-2017-18/
https://www.gov.scot/publications/home-energy-efficiency-programmes-scotland-warmer-homes-scotland-annual-review-2017-2018/
https://www.gov.scot/publications/home-energy-efficiency-programmes-scotland-delivery-report-2017-18/
https://nest.gov.wales/workspace/uploads/files/nest-report_2017-18_english_fi-5b4c9a0604a6c.pdf
https://gweddill.gov.wales/topics/environmentcountryside/energy/efficiency/warm-homes/arbed/?skip=1&lang=en
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Funded via Public purse Funded via Energy 
bills

Northern 
Ireland

Affordable Warmth Scheme: Delivered by the Northern 
Ireland Housing Executive in partnership with local 
authorities. Each council has a targeted area with 
high levels of fuel poverty, where low-income or fuel 
poor households are offered grants towards energy 
performance improvements. In 2017/18 £17m of works in 
private sector homes took place.91

Northern Ireland Housing Executive Grants: In 2017/18, 
the Housing Executive invested approximately £20m 
in energy efficiency measures within its planned 
maintenance programme across its own housing stock.92

Boiler Replacement Scheme: In 2017/18 £1.9m was 
invested in the installation of new energy efficient 
boilers.93

Northern Ireland 
Sustainable Energy 
Programme: Funded 
via a levy on energy 
bills, delivers various 
grants for energy 
efficiency to low-
income households 
in social and private 
tenures, through a 
range of schemes 
to whom funding 
is allocated on a 
competitive basis. In 
2017/18 around £7m 
was spent.94

24. When we raised England’s low annual per capita investment relative to the devolved 
nations with the Department for Business, Energy and Industrial Strategy (BEIS), we were 
told that the Government does not hold data on the devolved administrations spending 
for residential energy efficiency.95 In respect of ECO, while the Government does monitor 
the number and type of measures installed by location, it does not track the distribution 
of ECO spending between England, Wales and Scotland.96

25. The Government appears indifferent towards how public per capita spend in 
household energy efficiency in England compares to other parts of the UK. We note 
that Scotland’s investment of four times more than England cannot be explained by a 
less efficient dwelling stock: the latest housing survey data demonstrates that homes in 
Scotland actually have greater insulation levels than in England. For example, in 2017, 49 
per cent of homes in England had insulated walls, compared to 60 per cent of homes in 
Scotland.97 For homes with lofts, 43 per cent in England were properly insulated (200mm 
or more) compared to 63 per cent in Scotland.98 The disparity in per capita spending 
suggests that the governments of the devolved nations treat energy efficiency as a much 
higher priority than the UK Government.

26. We recognise that the UK Government is investing in energy efficiency innovation,99 
which undoubtedly plays an important role in driving up the performance of energy 

91 Northern Ireland Housing Executive, Home Energy Conservation Authority Annual Progress Report 2018
92 As above
93 As above
94 As above
95 Letter from Minister of State for Universities, Science, Research and Innovation and Interim Minister of State for 

Energy and Clean Growth, Chris Skidmore MP (May 2019), in response to a letter from the BEIS Committee Chair, 
Rachel Reeves MP (May 2019).

96 As above
97 Ministry of Housing, Communities and Local Government, English Housing Survey 2017–2018 (Jan 2019); English 

Housing Survey headline report 2017 to 2018; section 2 housing stock tables (Jan 2019); Scottish Government, 
Scottish House Condition Surveyy 2017 key findings (Dec 2018)

98 As above
99 For example, Department for Business, Energy and Industrial Strategy, Thermal efficiency innovation funds (Nov 

2017); Department for Business, Energy and Industrial Strategy, Whole House Retrofit (WHR) competition (May 
2019)

https://www.nihe.gov.uk/getmedia/33e6e0cf-8043-403c-b0e4-94a3e82acf69/Home-Energy-Conservation-Authority-Annual-Progress-Report-2018.pdf.aspx?ext=.pdf
https://publications.parliament.uk/pa/cm201719/cmselect/cmbeis/correspondence/Chris-Skidmore-to-Rachel-Reeves-19-05-20.pdf
https://publications.parliament.uk/pa/cm201719/cmselect/cmbeis/correspondence/Chris-Skidmore-to-Rachel-Reeves-19-05-20.pdf
https://publications.parliament.uk/pa/cm201719/cmselect/cmbeis/correspondence/Rachel-Reeves-to-Claire-Perry-19-05-01.pdf
https://publications.parliament.uk/pa/cm201719/cmselect/cmbeis/correspondence/Rachel-Reeves-to-Claire-Perry-19-05-01.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/774820/2017-18_EHS_Headline_Report.pdf
https://www.gov.uk/government/statistics/english-housing-survey-2017-to-2018-headline-report
https://www.gov.uk/government/statistics/english-housing-survey-2017-to-2018-headline-report
https://www.gov.scot/publications/scottish-house-condition-survey-2017-key-findings/
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/657148/Guidance_Notes_-_Thermal_Efficiency_-_FINAL.pdf
https://www.gov.uk/guidance/whole-house-retrofit-whr-competition
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efficiency technologies and driving down their costs. But innovation funds should support, 
rather than lead, government policy. Funding for policies that provide businesses with a 
clear, coherent, and long-term framework in which to innovate is crucial.

27. It is unacceptable for the Government to use the Energy Company Obligation 
(ECO) to mask its lack of commitment towards energy efficiency. The disparity between 
the public money invested per capita in England to support households to make energy 
efficiency improvements compared to what is made available in the rest of the UK 
implies that the Government considers it less of a priority than its counterparts in 
the devolved administrations. We encourage the Government to view energy efficiency 
as a public good that can unlock a full suite of public benefits, rather than a cost to 
diminish or outsource.

Required investment

28. When discussing the expenditure needed for residential energy efficiency, 
stakeholders pointed to analysis conducted by the independent economics consultancy 
Frontier Economics on behalf of the Energy Efficiency Infrastructure Group (EEIG)100 
set out in their 2017 report ‘Affordable Warmth, Clean Growth’.101 The report aimed to 
quantify the scale of investment required for all homes in the UK to achieve an EPC Band 
C by 2035 and for fuel poor households and rented homes to reach the same standard by 
2030. Frontier excluded homes that would be ‘unaffordable’ to upgrade to EPC Band C by 
2035, capping investment at £10,000 per dwelling, which resulted in 15 per cent of houses 
currently under the ‘C’ rating not achieving that band, though they would improve from 
their current level.

29. Frontier estimated that total capital investment averaging £5.2 billion every year to 
2035 would be required. After accounting for current funding, this leaves an annual gap 
of £4.5 billion. It was calculated that £1 billion a year further government investment 
was needed, totalling £1.7 billion (mostly towards low-income households) which would 
leverage, with a package of incentives and regulation, £3.5 billion of private investment 
from owner occupiers and landlords. Table 2 outlines how Frontier recommended the 
money is allocated. While there are upfront costs, BEIS itself recognises that there are 
substantial returns on energy efficiency investment.102 The recommended level of funding 
would see a return to the public expenditure of 2009–2014, where Government and 
supplier obligation investment in home energy performance averaged nearly £1.64 billion 
per year across the UK.103

100 The Energy Efficiency Infrastructure Group is a collaboration of leading industry and trade bodies and 
consumer groups, think tanks, environmental NGOs and major engineering, energy, construction and insulation 
businesses.

101 Frontier Economics, Affordable Warmth, Clean Growth (Sept 2017)
102 Q405 [Golding]
103 UK Green Building Council (ENE0042)

https://www.frontier-economics.com/media/2248/affordable-warmth-clean-growth.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/oral/101219.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95119.pdf
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Table 2: Frontier Economics’ recommendations on how public money for energy efficiency is 
allocated to reach the Government’s 2035 energy efficiency target

Target group Amount Energy bill-paying 
beneficiaries

Current public 
investment

Private landlord subsidy (low-income 
tenants) and incentives (better off 
tenants) for private rented sector

£0.30bn Mostly low-income 
householdsy 
£1.10bn

Current public 
investment 
straddles these 
target groupsy 
£0.70bn

Social landlord subsidy (low-income 
tenants)

£0.35bn

Subsidy for low-income owner-
occupiers

£0.45bn

Incentives for better off owner-
occupiers

£0.60bn Better off 
householdsy 
£0.60bn

-

Total £1.70bn £0.70bn

Source: Based on: Frontier Economics, Affordable Warmth, Clean Growth (Sept 2017)

30. The Committee on Fuel Poverty (CFP) also undertook an analysis of the funding gap 
for households in England living in fuel poverty.104 After accounting for the two policies 
currently approved—ECO3 (2018 - 2022) and the private rented sector regulations that 
require Band E by 2020—the CFP estimated a cumulative funding gap of £15.1 billion 
to meet the Fuel Poverty Strategy’s 2030 target, and 2020 and 2025 interim milestones.105 
The CFP calculated that if implemented, the Clean Growth Strategy proposals could 
realistically reduce the shortfall to £8.9 billion.106 Even after including this assumption, a 
gap of over £0.7 billion per year to 2030 remains.107

31. There is a clear and considerable investment shortfall to meeting the Government’s 
energy efficiency targets. If the Government does not address this deficit, it is likely to 
end up in contravention of statutory fuel poverty and climate targets. The Government 
cannot rely on market mechanisms alone to bridge the gap. There are upfront costs, 
but BEIS itself accepts that there are significant long-term returns on energy efficiency 
investment.

Government’s assessment of required investment

32. When discussing the investment shortfall with the Minister of State for Energy and 
Clean Growth, Rt Hon Claire Perry MP, we were informed that BEIS estimate the total 
capital cost required between now and 2035 to meet domestic EPC Band C targets to be 
between £35 billion and £65 billion.108 The Government explained that the range represents 

104 Committee on Fuel Poverty (ENE0035); see alsoy Committee on Fuel Poverty, Third Annual Report 2018 (Nov 
2018)

105 As above
106 As above
107 The £6.2 figure is based on assumptions from the Committee on Fuel Poverty that the Clean Growth Strategy 

proposals would entail £2.1 billion for extending ‘ECO funding’ to 2028, £2.7 billion for extending the PRS 
trajectory to Band C in 2030 and £1.4 billion for making social housing achieve Band C by 2030.

108 This figure includes the investment required to meet the statutory fuel poverty target. Q394 [Perry]; Letter from 
Minister of State for Universities, Science, Research and Innovation and Interim Minister of State for Energy and 
Clean Growth, Chris Skidmore MP (May 2019), in response to a letter from the BEIS Committee Chair, Rachel 
Reeves MP (May 2019).

http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95108.html
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/754361/Committee_on_Fuel_Poverty_Annual_Report_2018.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/oral/101219.pdf
https://publications.parliament.uk/pa/cm201719/cmselect/cmbeis/correspondence/Chris-Skidmore-to-Rachel-Reeves-19-05-20.pdf
https://publications.parliament.uk/pa/cm201719/cmselect/cmbeis/correspondence/Chris-Skidmore-to-Rachel-Reeves-19-05-20.pdf
https://publications.parliament.uk/pa/cm201719/cmselect/cmbeis/correspondence/Chris-Skidmore-to-Rachel-Reeves-19-05-20.pdf
https://publications.parliament.uk/pa/cm201719/cmselect/cmbeis/correspondence/Rachel-Reeves-to-Claire-Perry-19-05-01.pdf
https://publications.parliament.uk/pa/cm201719/cmselect/cmbeis/correspondence/Rachel-Reeves-to-Claire-Perry-19-05-01.pdf
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different scenarios with varying thresholds for its caveat of where “practical, cost-effective 
and affordable” that it attached to its EPC Band C targets.109 We are concerned that the 
Government will use its undefined caveat as a means to minimise upfront costs (see Para 
13 for more detail). If the Government pursues the scenario that requires £35 billion 
of capital investment, equal to around £2.3 billion per year, it is likely to fall well short 
of upgrading the number of homes anticipated in the CCC’s net zero scenarios.110 The 
£65 billion scenario, amounting to £4.3 billion per year, is more aligned with Frontier’s 
estimates but still represents less investment than it calculated necessary to upgrade 85 
per cent of homes in the UK currently under EPC Band C.111

33. When asked for estimates of how much public money will be required to meet the 
Government’s EPC Band C targets, we were told “We do not currently have an estimate 
of how much public money would be required to unlock enough private investment. We 
intend to set out our plan to improve the energy performance of homes, as well as an 
updated fuel poverty strategy, later this year.”112 While we welcome the Government’s 
forthcoming plan, it is poor policy making to set a target without knowing how much it 
will cost the public purse to meet it—especially in view of the upcoming Comprehensive 
Spending Review. The Spending Review later this year or in 2020, depending on the 
decision of a new Prime Minister, is expected to cover at least a three-year period of 
departmental spending. It will be crucial for determining energy efficiency policy and 
how it evolves over the next decade. Only through HM Treasury backing will sufficient 
upfront investment be provided to meet the EPC targets set out by BEIS. But we cannot 
see how BEIS can make a persuasive bid for funding if it does not know what investment 
is required.

34. Only with HM Treasury backing will enough upfront investment be made 
available to meet the UK Government’s EPC targets. We are concerned that BEIS 
will fail to secure investment for energy efficiency at the forthcoming Comprehensive 
Spending Review if it does not have a sufficient grasp of what its own EPC targets 
mean in practice, nor the required costs to meet them. We are also concerned that the 
Government will use the caveat of where “practical, cost-effective and affordable” that 
it affixed to its EPC targets as a vehicle to circumvent upfront costs. If the Government 
will not back energy efficiency, one of the cheapest measures to reduce emissions, it 
will not bode well for the other, costlier actions required for decarbonisation. The 
Spending Review will provide a litmus test for whether the Government is serious 
about energy efficiency, and in turn net zero.

35. We recommend that BEIS sets out with greater precision how much total capital 
investment will be required to meet its EPC Band C targets, as the range of the current 
estimate is too wide to be helpful. We strongly recommend that the Government does not 

109 Letter from Minister of State for Universities, Science, Research and Innovation and Interim Minister of State for 
Energy and Clean Growth, Chris Skidmore MP (May 2019), in response to a letter from the BEIS Committee Chair, 
Rachel Reeves MP (May 2019). See alsoy Q458 [Golding]

110 Frontier Economics, Affordable Warmth, Clean Growth (Sept 2017); Committee on Climate Change, Net Zero 
Technical report (May 2019)

111 Frontier Economics, Affordable Warmth, Clean Growth (Sept 2017)
112 Letter from Minister of State for Universities, Science, Research and Innovation and Interim Minister of State for 

Energy and Clean Growth, Chris Skidmore MP (May 2019), in response to a letter from the BEIS Committee Chair, 
Rachel Reeves MP (May 2019).

https://publications.parliament.uk/pa/cm201719/cmselect/cmbeis/correspondence/Chris-Skidmore-to-Rachel-Reeves-19-05-20.pdf
https://publications.parliament.uk/pa/cm201719/cmselect/cmbeis/correspondence/Chris-Skidmore-to-Rachel-Reeves-19-05-20.pdf
https://publications.parliament.uk/pa/cm201719/cmselect/cmbeis/correspondence/Rachel-Reeves-to-Claire-Perry-19-05-01.pdf
https://publications.parliament.uk/pa/cm201719/cmselect/cmbeis/correspondence/Rachel-Reeves-to-Claire-Perry-19-05-01.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/oral/101219.pdf
https://www.frontier-economics.com/media/2248/affordable-warmth-clean-growth.pdf
https://www.theccc.org.uk/wp-content/uploads/2019/05/Net-Zero-Technical-report-CCC.pdf
https://www.theccc.org.uk/wp-content/uploads/2019/05/Net-Zero-Technical-report-CCC.pdf
https://www.frontier-economics.com/media/2248/affordable-warmth-clean-growth.pdf
https://publications.parliament.uk/pa/cm201719/cmselect/cmbeis/correspondence/Chris-Skidmore-to-Rachel-Reeves-19-05-20.pdf
https://publications.parliament.uk/pa/cm201719/cmselect/cmbeis/correspondence/Chris-Skidmore-to-Rachel-Reeves-19-05-20.pdf
https://publications.parliament.uk/pa/cm201719/cmselect/cmbeis/correspondence/Rachel-Reeves-to-Claire-Perry-19-05-01.pdf
https://publications.parliament.uk/pa/cm201719/cmselect/cmbeis/correspondence/Rachel-Reeves-to-Claire-Perry-19-05-01.pdf
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use the caveat it attached to its EPC Band C targets as a means to minimise costs, and 
instead the Government’s ambition should meet what is required to reach the goals of 
the Paris Agreement.

36. We also recommend that BEIS determines how much public funding will be needed 
to leverage enough private investment and to consider the available evidence which 
indicates that a minimum of £1 billion per year of additional public capital investment 
will be necessary. We further recommend that BEIS strongly makes the case for energy 
efficiency and negotiates with HM Treasury ahead of the Spending Review to guarantee 
that adequate investment is secured to resuscitate the Government’s efforts to meet its 
EPC targets.

National Infrastructure Priority

37. Contributors to our inquiry agreed that improving the energy efficiency of the UK’s 
building stock is a national infrastructure priority and should be designated as such by the 
Government. This was the view of industry, businesses, local authorities, the Committee 
on Climate Change, leading academics, think-tanks and charities.113

38. BEIS, however, told us “Energy efficiency is already a major priority for this 
Government [..] We are not clear on what additional action treating this as a major national 
infrastructure priority would achieve.”114 We have found that energy efficiency is not the 
priority it is for the devolved administrations. The Government’s reluctance to position 
energy efficiency at the heart of its infrastructure strategy is out of step with the pace and 
scale of change required to abate carbon from buildings.

39. Buildings have not traditionally been regarded as part of the nation’s infrastructure. 
This has prohibited energy efficiency upgrades from being funded via government’s 
infrastructure investments. But the evidence clearly shows that energy efficiency meets 
the Government’s own criteria for infrastructure priorities.115 Research demonstrates 
that when compared to other mainstream infrastructure projects like the first phase of 
High Speed 2, Crossrail, and the smart meter rollout, energy efficiency offers equivalent 
monetary returns.116 Not including energy efficiency in major infrastructure priorities 
thus far would therefore not appear to have been a rational economic or evidence-based 
choice.

113 Q29 [Slade; Sellwod; Vyas]; Q41 and Q48 [Rodrigues]; Q43 [Wade; Simmons]; Q137 [Bray]; Q93 and Q127 
[Lewis]; Q95 [Matthew] National Energy Action (ENE0025); CBI (ENE0074); Association for Decentralised Energy 
(ENE0013); Policy Connect (ENE0009); Royal Institute of British Architects (ENE0070); Canetis (ENE0068); Energy 
Saving Trust (ENE0067); IPPR (ENE0066); Regulatory Assistance Project (ENE0064); Plymouth Energy Community 
(ENE0063); Sustainable Energy Association (ENE0062); Canetis (ENE0068); Kingspan Insulation (ENE0060); 
ROCKWOOL Ltd (ENE0038); Sodexo (ENE0034); Dr Steffi Harango o (ENE0021); WWF-UK (ENE0051); Tyndall 
Manchester (ENE0057); Gemserv (ENE0053); Environmental Industries Commission (ENE0071); Plymouth City 
Council (ENE0047); UCL Energy Institute (ENE0039); Welsh Government (ENE0033); Chartered Institution of 
Building Services Engineers (ENE0045). This is also the view of the Committee on Climate Change, UK Housingy 
Fit for the future? (Feb 2019), p.13; Committee on Climate Change, Net Zero – The UK’s contribution to stopping 
global warming (May 2019), p.200. For an alternative view see for exampley Energy and Utilities Alliance 
(ENE0026); Electrical Contractors’ Association (ENE0073); National Landlords Association (ENE0018); TechUK 
(ENE0036)

114 Department for Business, Energy and Industrial Strategy, (ENE0069), para 42
115 Frontier Economics, Energy efficiencyy an infrastructure priority (Sept 2015)
116 As above

http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/oral/97353.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/oral/97353.html
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/oral/97353.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/oral/98021.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/oral/98021.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/oral/98021.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/oral/98021.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95071.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/103689.html
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95009.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/94981.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95220.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95159.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95155.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95152.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95150.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95149.pdf
C://Users/MORRISAB/Downloads/Energy%20efficiency%20as%20infrastructure%20September%20Final%20(3).pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95159.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95146.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95115.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95107.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95063.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95134.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95142.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95136.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95315.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95128.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95116.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95105.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95125.pdf
https://www.theccc.org.uk/wp-content/uploads/2019/02/UK-housing-Fit-for-the-future-CCC-2019.pdf
https://www.theccc.org.uk/wp-content/uploads/2019/02/UK-housing-Fit-for-the-future-CCC-2019.pdf
https://www.theccc.org.uk/wp-content/uploads/2019/05/Net-Zero-The-UKs-contribution-to-stopping-global-warming.pdf
https://www.theccc.org.uk/wp-content/uploads/2019/05/Net-Zero-The-UKs-contribution-to-stopping-global-warming.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95073.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95592.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95050.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95109.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95167.pdf
https://www.energysavingtrust.org.uk/sites/default/files/reports/Energy%20efficiency%20as%20infrastructure%20September%20Final.pdf
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40. The UK’s National Infrastructure Plan comprises commitments for (largely 
private) investment in infrastructure projects. The plan assigned £256 billion to energy 
infrastructure projects, but no funds were allocated to making buildings more energy 
efficient.117 Investment was instead geared towards supply-side projects including 
nuclear, offshore wind, electricity transmission and distribution upgrades, and oil and 
gas production.118 We believe that the Government needs to take a more systems-based 
approach to infrastructure investment.119 This is also the view of the National Infrastructure 
Commission (NIC) who highlighted energy efficiency as a vital component to the “most 
effective and cheapest total-system-cost approach to decarbonising the energy system”.120

Lessons from Scotland

41. Scotland classified energy efficiency as a national infrastructure priority in 2015.121 
This has provided a strong foundation for Scotland’s energy efficiency programme which 
is being co-ordinated through the Energy Efficient Scotland (EES) route-map.122 The EES 
is a 20-year programme designed to make Scotland’s existing buildings near zero carbon 
wherever feasible by 2050, bringing the provision of energy efficiency and low carbon heat 
together under one umbrella, to be overseen by a dedicated delivery agency. The EES is 
a product of ongoing pilots, public consultation, and multi-year funding commitments.123 
The Scottish Government has backed up their EPC targets, which are summarised in Figure 
6, with a range of centrally funded schemes that provide property owners with a route to 
making energy efficiency upgrades (see Table 1 for details). The Scottish Government is 
also consulting on whether to bring forward its domestic energy efficiency targets of EPC 
Band C for all homes from 2040 to 2030.124 The weight of stakeholder evidence suggests 
that Scotland designating energy efficiency as a national infrastructure priority has helped 
to improve its policy impact, making energy efficiency policy better designed and funded, 
longer-term, as well as more comprehensively governed and targeted, than in England.125

117 HM Treasury and Infrastructure and Projects Authority, National Infrastructure Pipeline Spring 2016 (March 
2016)

118 As above; see alsoy Regulatory Assistance Project (RAP) (ENE0064)
119 Chartered Institution of Building Services Engineers (ENE0045)
120 National Infrastructure Commission, National Infrastructure Assessment (July 2018); National Infrastructure 

Commission, Congestion, Capacity, Carbony Priorities for National Infrastructurey Consultation on a National 
Infrastructure Assessment (Oct 2017); Q311 [Graham]

121 Scottish Government, Infrastructure Investment Plan 2015 (Dec 2015)
122 Scottish Government, Energy Efficient Scotland (May 2018)
123 The Scottish Government, Scottish Budgety 2019–20 (Dec 2018)
124 The Scottish Government, Greater ambitions for energy efficiency (March 2019)
125 For exampley Q98 [Matthew]; CBI (ENE0013); UK Green Building Council (ENE0042); Mineral Wool Insulation 

Manufacturers Association (MIMA) (ENE0037); TechUK (ENE0036); E3G (ENE0014); National Energy Action (NEA) 
(ENE0025; Gemserv (ENE0053); (ENE0074); Association for Decentralised Energy (ADE)

https://www.gov.uk/government/publications/national-infrastructure-pipeline-2016
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95150.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95125.pdf
https://www.nic.org.uk/wp-content/uploads/CCS001_CCS0618917350-001_NIC-NIA_Accessible.pdf
https://www.nic.org.uk/wp-content/uploads/Congestion-Capacity-Carbon_-Priorities-for-national-infrastructure.pdf
https://www.nic.org.uk/wp-content/uploads/Congestion-Capacity-Carbon_-Priorities-for-national-infrastructure.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/oral/98741.pdf
https://www.gov.scot/publications/infrastructure-investment-plan-2015/
https://www.gov.scot/publications/energy-efficient-scotland-route-map/
https://www.gov.scot/publications/scottish-budget-2019-20/
https://www.gov.scot/news/greater-ambitions-for-energy-efficiency/
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/oral/98021.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95009.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95119.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95111.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95109.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95015.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95071.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95136.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/103689.html
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Figure 6: Scotland’s domestic energy efficiency programme summary as part of Energy Efficient 
Scotland.
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What difference would it make?

42. We agree with stakeholders that treating energy efficiency as an infrastructure 
priority is more than just semantics. It would embed energy efficiency as a structural 
long-term benefit to the UK and one which requires a public investment framework that 
lasts beyond typical five to ten-year policy cycles.126 It would increase the likelihood of 
energy efficiency being consistently classified as ‘capital’ investment, which increases the 
value of infrastructure, rather than ‘resource’ expenditure in Government accounting.127 
This would make energy efficiency policy less likely to be vulnerable to annual spending 
decisions which is key to ending a history of stop/start policy-making in this area.128 If 
energy efficiency spending were to be consistently treated as ‘capital’ infrastructure 
investment, Government’s appraisals would be more likely to take account of all its 
benefits (discussed in Para 6) such as increased productivity, health benefits and creation 
of jobs.129 This would allow energy efficiency investment to be assessed on the same basis 
as other forms of infrastructure.

43. The long-term strategic commitment would also send a clear message to investors 
and consumers as to the direction of government policy,130 thus helping to rebuild badly 
bruised consumer confidence and industry capacity. We believe that it would provide a 
solid foundation to develop incentives, minimum standards, regulations, advice, consumer 
protection and a monitoring and evaluation framework.

44. We also share the concerns of stakeholders that the cross-departmental nature of 
energy efficiency has meant that crucial elements of its policy have been lost between 
departmental remits, allowing departments to shift accountability amongst one another.131 
Although BEIS is the lead department for energy efficiency, the Ministry of Housing, 
Communities and Local Government (MHCLG) makes decisions on Building Regulations 

126 E3G, Energy efficiency as infrastructurey leaping the investment gap (March 2016)
127 HM Treasury, Consolidated Budgeting Guidancey 2019 to 2020 (March 2019)
128 E3G, Energy efficiency as infrastructurey leaping the investment gap (March 2016)
129 As above
130 CBI (ENE0013)
131 The Energy Efficiency Infrastructure Group (EEIG) (ENE0041); Policy Connect (ENE0009); Q43 [Simmons]

https://www.e3g.org/docs/E3G_Energy_Efficiency_as_Infrastructure.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/790059/2019_-20_CBG_Final_web.pdf
https://www.e3g.org/docs/E3G_Energy_Efficiency_as_Infrastructure.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95009.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95118.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/94981.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/oral/97353.pdf
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and social housing, while HM Treasury has powers over fiscal levers and Exchequer revenue. 
But the benefits of energy efficiency investment span across departments, strengthening 
the case for a joined-up approach. Treating energy efficiency as infrastructure would 
also position it within the infrastructure governance architecture and the Government’s 
overall infrastructure planning: The National Infrastructure Strategy and annual 
National Infrastructure and Construction Pipeline reports. Designating energy efficiency 
as a national infrastructure priority should help drive the necessary cross-Whitehall 
coordination and attention over the long-term and help prevent departments avoiding 
their specific responsibilities on the issue.

45. The ambition of the Paris Agreement obliges rapid intervention in almost every 
building in the country. We do not see how a task of this enormity can be accomplished 
without energy efficiency being designated as an infrastructure priority. The Scottish 
Government recognised this in 2015 and is already delivering energy efficiency 
improvements through a long-term and properly funded infrastructure programme.

46. Treating energy efficiency as a national infrastructure priority is more than 
just signalling. It can transform the mindsets of policymakers and position energy 
efficiency as a public good that requires clear, coherent, coordinated governance 
arrangements, targets, a long-term action plan as well as sustained Government 
funding. It would ensure that energy efficiency is consistently classified as investment 
rather than expenditure in Government accounting, allowing for appraisals that put it 
on a level playing field with other infrastructure projects. It is crucial to overcoming a 
disjointed policy landscape and would signal to the market that energy efficiency is a 
wise long-term investment.

47. We recommend that the Government follows the advice of the Committee on Climate 
Change—and almost all stakeholders in the sector—to treat the energy efficiency of 
all buildings across the UK as a national infrastructure priority and implements the 
policies to reflect this.

The National Infrastructure Commission

48. The National Infrastructure Commission (NIC) plays an influential role in ensuring 
the Government builds the right infrastructure for the future.132 We are therefore pleased 
that its 2018 National Infrastructure Assessment recognised the critical role of energy 
efficiency in the future low carbon energy system.133 We are nonetheless concerned that 
the NIC has not clarified in the National Infrastructure Assessment the full level of 
investment necessary to meet the Government’s energy efficiency targets.134 Based on the 
Assessment, it would be difficult, if not impossible, for the Government to target accurately 
the allocation of resources to energy efficiency measures in order to meet its EPC targets.

132 The National Infrastructure Commission (NIC) was established in 2015 as an executive agency of the Treasury 
to provide impartial, expert advice and make independent recommendations to the Government on economic 
infrastructure. The Commission produces the followingy a national infrastructure assessment once in every 
Parliament, setting out the NIC’s assessment of long-term infrastructure needs with recommendations to the 
Government; specific studies on infrastructure issues challenges – these will be set by the Government; and an 
annual monitoring report, taking stock of the Government’s progress in areas where it has committed to taking 
forward the recommendations of the NIC. The Government will lay the NIC’s reports before Parliament and will 
respond to the NIC’s national infrastructure assessment and specific studies. The Government must respond 
within a year.

133 National Infrastructure Commission, National Infrastructure Assessment (July 2018).
134 As above

https://www.nic.org.uk/wp-content/uploads/CCS001_CCS0618917350-001_NIC-NIA_Accessible.pdf
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49. A more comprehensive assessment by the National Infrastructure Commission 
is required on the funding needed to deliver an energy efficiency infrastructure 
programme. It is crucial that this assessment takes into account the Government’s fuel 
poverty and carbon reduction targets. We recommend that the Government asks the 
National Infrastructure Commission to produce a dedicated report on energy efficiency 
that quantifies the investment needed to meet its EPC targets.
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3 Fuel Poverty Policy

Progress towards fuel poverty targets

50. In addition to improving household incomes, energy efficiency is key to alleviating 
fuel poverty. The Government has a statutory target of moving all fuel poor homes to EPC 
band C by 2030 as well as interim targets of EPC Band E 2020 and Band D by 2025.135 The 
overriding consensus from stakeholders is that these targets are expected to be missed; and 
by a significant margin.136 Since the Government’s Fuel Poverty Strategy was introduced 
in 2014/5, the number of households in fuel poverty in England has increased by 210,000 
to 2.55 million.137 The slow pace of past and projected future progress in improving energy 
efficiency138 is shown in Figure 7 below:

Figure 7: Actual and forecast changes to EPC banding in fuel poor households including PRS and 
ECO.
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Source: Reproduced from the Committee on Fuel Poverty’s written evidence.

Assessing the Energy Company Obligation

51. The Energy Company Obligation (ECO) is now the only public scheme that directs 
funding to domestic energy efficiency measures in England. As the current iteration, ECO 
3, is focused on low-income, vulnerable and fuel poor households,139 ECO is also the 
Government’s key mechanism for alleviating fuel poverty through energy efficiency. The 
general view from respondents to our inquiry was that ECO has value but is not sufficient as 

135 HM Government, Clean Growth Strategy (Oct 2017)
136 National Energy Action (the fuel poverty charity) told us the target was unlikely to be met in the lifetime of a 

child born today. National Energy Action (ENE0025)
137 Committee on Fuel Poverty, Third Annual report 2018 (Nov 2018)
138 The projections take into account expected energy efficiency improvements due to the amended private rented 

sector regulations (PRS - discussed in Chapter 5) and ECO
139 House of Commons Library, Help with Energy Bills (March 2019)
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https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/754361/Committee_on_Fuel_Poverty_Annual_Report_2018.pdf
https://researchbriefings.parliament.uk/ResearchBriefing/Summary/SN06163
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the only available fuel poverty funding. We found that the supplier-led approach to energy 
efficiency brings some benefits, such as capitalising on suppliers’ ability to undertake cost-
effective interventions at speed and at scale.140 Commercial realities dictate that suppliers 
undertake their obligations at the lowest cost, which has kept an element of competition in 
the energy efficiency market. Nonetheless, ECO’s limitations—discussed below—cannot 
be disregarded.

Funding

52. ECO is under-funded, and its budget has been gradually shrinking. Energy suppliers 
are required to meet targets for home heating reduction costs which, under ECO 3, the 
Government expects will cost £640 million per year (in 2017 prices).141 This is paid for by 
a levy on all consumer bills. The budget was halved in 2017 from an original projected 
spend of £1.3 billion142 and is significantly below the budget of ECO’s three predecessor 
schemes (CERT, CESP, and Warm Front) which together totalled £1.57 billion per year.143 
This reduction has, unsurprisingly, resulted in a drop in ECO installations, as shown in 
the Government’s own graph (Figure 8) below. The Government has been quick to stress 
that it refocused ECO on those most in need of support, but slow to defend the broader 
trend of falling installations.

Figure 8: ECO measures installed, by obligation, by month, up to end to end March 2019.

 

Source: BEIS Household Energy Efficiency statistics, headline release June 2019

53. The Committee on Fuel Poverty (CFP—a non-departmental body advising BEIS on 
fuel poverty) found that by the time the ECO scheme ends in March 2022, it will only have 
reduced the number of fuel poor homes in Band F/G by 1 percentage point.144 This lack 

140 Q3 [Sellwood]
141 Department for Business, Energy and Industrial Strategy, Energy Company Obligation ECO3 2018–2022 Final 

stage impact assessment (Oct 2018)
142 Department for Energy and Climate Change, Final Stage Impact Assessment for the Green Deal and Energy 

Company Obligation (June 2012)
143 Citi ens Advice (ENE0032)
144 Committee on Fuel Poverty, Third Annual report 2018 (Nov 2018)
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of progress can be clearly linked to the lack of funding; the CFP calculated a funding gap 
of £15.1 billion for fuel poverty targets under current policy.145 Lawrence Slade, Director 
of the industry trade body Energy UK, said the scheme was “undoubtedly” underfunded 
and that it was “unarguable” that more money is needed.146 As ECO is funded through 
regressive levies on energy bills, stakeholders have not recommended that its budget is 
increased.147 Instead, stakeholders agree with the CFPs recommendation that ECO is 
supplemented with centrally funded schemes.148

Targeting and the low-cost focus

54. Second, ECO’s low-cost focus is contradictory to its aim of helping those most in 
need. It is widely accepted that due to commercial realities, suppliers discharge their home 
heating cost reduction obligations in the lowest cost way.149 While suppliers’ ability to 
deliver installations competitively at scale and speed is beneficial, this approach is not 
suited to the Government’s only scheme for energy efficiency in fuel poor homes, where 
the complex needs of some of the hardest to heat households can result in high costs. 
The energy supplier npower told us that “low cost solutions [ … ] are not particularly 
well suited to delivering a social obligation, because they discriminate on cost grounds, 
rather than household need.”150 Some of the most fuel poor homes in the lowest EPC 
bands require structural work on their property, or need several measures installed to 
make a meaningful improvement to their energy efficiency. But suppliers are choosing 
the “low-hanging fruit” applicants with cheaper installations and rejecting those where 
installations are costlier, even if their need is greater.151 As a result, some fuel poor homes 
most in need of help are neglected.152

55. Rural areas are particularly at risk of neglect as complications such as being difficult 
to access, unconnected to the gas grid, and requiring more costly interventions like solid 
wall insulation mean improvement can be more challenging.153 ECO3 requires 15 per cent 
of the supplier’s obligation to be met in rural areas but the broad definition of “areas with 
a population of under 10,000”154 means truly isolated homes can be overlooked in favour 
of homes in small towns and villages.155 We were told that despite accounting for around 
20 per cent of fuel-poor properties in 2015, less than 1 per cent of rural households have 
received ECO measures.156

145 As above
146 Q7 [Slade]
147 National Energy Action (ENE0025); Welsh Government (ENE0033); (ENE0074); Association for Decentralised 

Energy (ADE)
148 E3G (ENE0014). Forms of central funding also recommended by Citi ens Advice (ENE0032); Energy Saving 

Trust (ENE0067); Energy UK (ENE0059); IPPR (ENE0066); Mineral Wool Insulation Manufacturers Association 
(ENE0037); National Energy Action (ENE0025); Plymouth City Council (ENE0047); Plymouth Energy Community 
(ENE0063); The Energy Efficiency Infrastructure Group (ENE0041); UK Green Building Council (ENE0042); WWF 
UK (ENE0051)
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Delivery and top-up funds

56. Third, ECO often requires recipients to contribute “top-up” funds.157 These funds, 
which can be several thousand pounds, are asked from those least able to afford them 
and can effectively bar eligible applicants from the scheme. For example, in its own ECO 
impact assessment, the Government assumes that the co-funding required for solid wall 
insulation is 75 per cent of the cost.158 Estimates of insulation costs suggest that this means 
households can be asked to contribute around £10,000 towards such measures.159 We 
asked the Government whether it was monitoring the scale of these top-up contributions 
and were told that though “BEIS has gathered some evidence” the data on contributions is 
“not always robust”.160 The Government plans to evaluate the scheme, including customer 
contributions, later this year.161 We welcome this evaluation which offers an opportunity 
to understand the scale of customer contributions, and to provide for detailed monitoring 
on an ongoing basis. We do not see how the Government can assess the true impact of 
ECO, both now or in the future, without understanding the scale of these contributions.

Eligibility for ECO

57. There were also different views on whether the eligible pool of ECO recipients should 
be more tightly focussed. Some stakeholders expressed concern that only 30 per cent of 
those eligible for ECO are fuel poor, and recommended amendments to the criteria,162 
such as an income cap for all benefits. Others said that targeting was an expensive element 
of ECO and warned that these costs could grow if the group were focused on “harder-to-
reach homes”, diverting money away from installations.163 The Minister told us:

The problem with the fuel poverty definition [ … ] is that it is an entirely 
variable number. Both the numerator and the denominator change, so 30 
per cent of the fuel-poor cohort rotate in and out of the definition every 
year. It makes it very hard to track and target those in fuel poverty.164

58. We accept the Minister’s justification but ECO’s flaws, as discussed above, mean that, 
alone, it will fail to meet the Government’s fuel poverty targets. We believe that ECO 
should not operate in a vacuum. Tackling fuel poverty requires a multi-tiered structure of 
policy. If adequate support for the fuel poor were in place, suppliers could focus on their 
strengths of competitively delivering low-cost installations at scale.

59. The Energy Company Obligation (ECO) has value in delivering low-cost measures, 
but it should not operate in isolation. ECO is underfunded, and those most in need 
may be neglected under current targeting, or unable to access ECO as the top-up funds 
are prohibitively high. To ensure the Government’s fuel poverty ambitions are met, 
additional schemes to complement ECO will be needed.

157 Q24 [Smith]
158 BEIS, Energy Company Obligation ECO3y 2018–2022 Final Stage Impact Assessment (Oct 2018) Table 23
159 Energy Savings Trust, Solid Wall (accessed July 2019)
160 Letter from Minister of State for Universities, Science, Research and Innovation and Interim Minister of State for 

Energy and Clean Growth, Chris Skidmore MP (May 2019), in response to a letter from the BEIS Committee Chair, 
Rachel Reeves MP (May 2019).
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162 Committee on Fuel Poverty (CFP) (ENE0035)
163 Q11 [Slade]
164 Q414 [Perry]
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A comprehensive, multi-tiered fuel poverty policy

60. As outlined in Table 1 (Chapter 3), the devolved nations provide central funding for 
local authorities to operate local schemes for energy efficiency, as well as a national fund 
for fuel poverty, that operate alongside ECO to tackle fuel poverty. This funding can be 
spent on ECO top-ups, or on the hardest to treat homes deemed too expensive for ECO. 
The three tiers of ECO, local, and national support combine to result in much greater 
progress on energy efficiency than in England. One of the consequences of the additional 
funding is that it contributes to attracting more ECO interventions, as shown in Figure 9 
below.

Figure 9: Households in receipt of ECO measures by local authority per 1,000 households, up to 
end of December 2018.

 

Source: BEIS Household Energy Efficiency statistics, headline release (June 2019)

61. Although the reduction of central funds under ECO has affected the whole of the 
UK, the devolved schemes have mitigated the drop in installations. In 2017/18, 15,500 
households in Scotland received support under the Home Energy Efficiency Programmes 
for Scotland (HEEPs)165 and 4,600 households in Wales received support under the Nest 

165 The majority of these households were supported under Scotland’s schemes targeting fuel povertyy Area based 
schemes and warm home Scotland, though some were supported with Government loans. Scottish Government, 
Home Energy Efficiency Programmes for Scotlandy delivery report 2017–2018 (May 2019)

https://www.gov.scot/publications/home-energy-efficiency-programmes-scotland-delivery-report-2017-18/
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scheme alone, with a further 6,000 households targeted between 2017 and 2021 under the 
Arbed scheme.166 The installations in these households were supported through schemes 
that are not available to households in England.

62. The extra support has a clear impact on fuel poor households. Figure 10 below shows 
the EPCs of fuel poor homes over time in Scotland and England.167 The graphs demonstrate 
that Scotland has made much faster progress in improving the energy efficiency of its fuel 
poor homes than England, where in some bands, progress has stalled.

Figure 10: The proportion of fuel poor households by Energy Performance rating in England and 
Scotland, 2010 - 2017Fuel poor households and energy efficiency

The proportion of fuel poor households by home energy efficiency rating, 2010-2017
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63. The CCC has said “the Scottish approach represents best practice in a number of areas 
[and is an] effective policy package to drive emissions reductions and other outcomes, 
including on fuel poverty” and called the Welsh Arbed scheme “an excellent demonstration 
of the broader health, affordability, wellbeing and regeneration benefits of an area-based 
retrofit programme.”168 The fuel poverty charity National Energy Action told us that 
“these areas of good practice should be replicated consistently across all nations across 
the UK” to meet the Fuel Poverty and Clean Growth targets.169 While there is still more 
to be done in the devolved nations, it is clear that England is falling behind on delivering 
improvements for fuel poor homes.

64. We conclude that central funding for fuel poverty is needed. We recommend that 
the Government follows the example of the devolved nations by supplementing ECO 
with central Government funding for fuel poverty.

166 Welsh Government, Warm Homes Programme (Jan 2019)
167 Due to a difference in the methodology for calculating the EPCs, the exact scores between Scotland and 

England cannot be compared, but the overall trend—shown by the angle of the lines—can be.
168 Committee on Climate Change, Reducing UK emissions - 2018 Progress Report to Parliament (June 2018)
169 National Energy Action (ENE0025)
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Local fuel poverty support

65. The support offered in the devolved nations falls into two pots: local and national. At 
the local level, Scotland’s area-based schemes, and Wales’s Arbed scheme, work through 
local authorities to target improvements to those most in need. There are also some 
successful examples of local authorities in England allocating funds to improve energy 
efficiency for the fuel poor, as shown in Box 4. This funding acts as a second tier of support, 
aiding those who are deemed too expensive to be supported under ECO.

66. We heard that these schemes allow funding to be used more effectively for several 
reasons. Local authorities are better placed than an energy supplier to identify and 
target those in need170 and can also identify local delivery partners.171 In addition, local 
authorities can tailor support to the needs of their area172 and combine with other local 
projects where possible. Local authorities are also generally more trusted by vulnerable 
customers than companies operating on behalf of suppliers,173 some of which have been 
linked to sub-standard work174 (see below). Overall, we found clear support for local 
authorities to have a greater role in energy efficiency.175

67. Unlike ECO, locally delivered schemes allow those most in need to be prioritised, 
rather than those with the lowest-cost installations. In Scotland, a formula is used to 
allocate funding based on need in each area, taking into account the proportion of fuel 
poor households, as well as the proportion of dwellings with solid walls and hard to treat 
cavity walls.176 Similarly, the Arbed scheme involves working with local authorities to 
identify areas of fuel poverty in the parts of Wales where the greatest impact can be made.177

170 Q2 [Sellwood]; Kingspan insulation (ENE0060); UK Green Building Council (ENE0042); Sustainable Energy 
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175 Q57 and Q66 [Billington]
176 Convention of Scottish Local Authorities (COSLA) Leaders item 5, January 2018
177 Welsh Government, Arbed programme (Dec 2018)
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Box 4: Examples of English local authorities

We heard that several local bodies in England are already implementing successful 
local energy efficiency schemes from their existing resources. For example, we heard 
oral evidence from the Greater London Authority, where a £2.5 million Warmer Homes 
programme targets fuel poor Londoners.178 Two further examples that we heard from 
are Plymouth and Liverpool.

Plymouth City Council helped to establish Plymouth Energy Community (PEC); a 
community benefit society which aims to address fuel poverty, energy bills, and carbon 
emissions. PEC is now independent from, though works closely with the Council, and 
will soon become a registered charity. Having secured funding from sources including 
the Council, British Gas, the National Lottery Fund and its own community-owned 
renewable energy installations, PEC works alongside residents and partner organisations 
to provide support including free advice, training, and energy efficiency measures. 
Since 2013, PEC has helped over 20,000 households and provided 2,154 home visits, and 
achieved £1.2 million in savings for residents in the first year after engaging with the 
scheme.179

Liverpool City Council has developed a Healthy Homes team to help those who cannot 
afford to keep their homes warm. This offers a range of services including detailed 
personalised advice on available grants, switching suppliers, and benefits checks, 
emergency fuel payments, boiler safety checks and repairs, and free energy efficiency 
measures. In 2018 the service delivered 1029 fuel poverty measures across 797 different 
postcodes in the city, generating over £6.5 million in life time savings and annual fuel 
savings of £700,000.180

68. Targeting those most in need also allows for fuel poverty in rural households to be 
addressed. Philip Sellwood of the Energy Savings Trust (an energy efficiency organisation) 
told us that despite the fact rural households were “clearly [ … ] much more expensive to 
reach” the Scottish scheme supported them because “the one underpinning criterion for 
that scheme is that it acts as the geographic last resort”. In practice, this means that even 
if applicants live on islands or in rural areas “they have the same right of access to the 
programme” as applicants in urban areas and this is “one of the criteria that makes it such 
a successful scheme”.181

69. We appreciate that devolving greater responsibility for fuel poverty would 
represent an added requirement for local authorities at a time when their resources are 
stretched. However, the examples of local schemes, including some in England, make 
it clear that devolving greater responsibility for fuel poverty to local authorities can be 
a success. The Government needs to properly resource local authorities to enable the 
progress made elsewhere to be replicated.

70. Different areas have different fuel poverty challenges, and local authorities are 
best placed to tailor and target support to where it is most needed. We recommend 
that the Government develops a formula to allocate central funding to local authorities 
based on need. Local authorities should be subject to a new statutory requirement to 
spend these funds on energy efficiency in vulnerable homes but should retain flexibility 
in how they do so.

178 [Q40–41] Rodrigues
179 Correspondence between the Committee and Plymouth City Council
180 Correspondence between the Committee and Liverpool City Council
181 Q16 [Sellwood]
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National fuel poverty support

71. At the national level, Scotland and Wales also offer a central fund to support 
households; Warm Homes Scotland182 and the Nest scheme in Wales183 are national 
funds open to applications from vulnerable homes, either as individuals, or through 
local authorities or charities. These national schemes protect those who may have slipped 
through the gaps of the local authority and supplier schemes. This may occur, for example, 
for a young family living in fuel poverty who are deemed too expensive for ECO, and 
whose local authority is prioritising pensioners. This third tier, or safety net of support, 
ensures all homes have access to funding.

72. Scotland’s “flagship fuel poverty scheme”, the Warm Homes programme, takes a 
“whole house approach” meaning it often installs multiple products to make homes as 
efficient as possible. In 2017/18, the programme helped 4,903 customers with over 13,944 
installations, giving them an average annual bill saving of £319.184 Wales’ Nest scheme 
also takes a “whole house” approach to install as much as is necessary to reach EPC Band 
C in a property where cost effective and practical. The scheme is targeted at the most 
energy inefficient households; in 2017/18 all the properties receiving measures through 
the Nest scheme were rated E (8.2 per cent), F (45 per cent) or G (46.8 per cent) with 
more than 4,600 households receiving improvements, each saving a modelled £400 on an 
average annual energy bill.185

73. English households should have access to similar schemes. The Committee on Fuel 
Poverty’s 2018 annual report recommended a new “Clean Growth Challenge Fund” of £1 
billion by 2021 and a further £1.8 billion between 2022 and 2025 to meet the 2020 and 
2025 EPC targets respectively.186 Fuel poverty ambition on this scale was until recently a 
reality in England as the Warm Front scheme, though limited, offered national funding 
to anyone suffering from fuel poverty. The scheme closed in 2013,187 replaced by ECO and 
the now closed Green Deal. The National Audit Office reviewed the scheme in 2009 and 
found that it “had helped to alleviate fuel poverty in a large number of households” but 
was not targeted enough.188 The closure of the Warm Front left a gap in provision for fuel 
poor households that has not been adequately filled by ECO for English households; this 
needs to be remedied.

74. It is vital that no fuel poor home should fall through the gaps if they are not 
identified by either their energy supplier or their local authority for assistance on 
energy efficiency. We recognise the value of Wales’ Nest and Scotland’s Warm Homes 
schemes in providing a safety net of national funding to which all fuel poor homes can 
apply. We recommend the Government establishes a central national fund to provide 
access to assistance for all low-income, vulnerable and fuel poor homes.

182 Scottish Government, Home energy and fuel poverty (Accessed June 2019)
183 Welsh Government, Nyth Nest (Accessed June 2019)
184 Welsh Government, NEST Annual Report, 2017–2018
185 Welsh Government (ENE0033)
186 Committee on Fuel Poverty, Third Annual report 2018 (Nov 2018). In January 2019, the CFP recommended the 

Government establish a £1.08 billion treasury funded “Challenge fund” to run from April 2020 to April 2022.
187 The Government announced the phase out of the scheme in the 2010 spending review. At the time the 

Government said the scheme would be replaced by the Green Deal and ECO. One explanation given was that 
the new schemes would be better targeted on the vulnerable and those in hard to treat homes. For example see 
PQ23422, Fuel Poverty, 23 November 2010

188 National Audit Office, The Warm Front Scheme (Feb 2009)
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Fuel bill payments

75. The Government operates two payment funds to provide energy bill support to 
eligible consumers. The Winter Fuel Payment is an annual payment of either £200 or £300 
(depending on age) made to consumers over the state pension age for women, with no 
means testing for need. The Warm Home Discount is a £140 rebate off the electricity bills 
of eligible consumers. Eligibility includes both a core group of consumers who receive 
the Guarantee Credit element of Pension Credit, and a broader group of low-income 
consumers, but the limited funds are largely left to energy suppliers to decide how to 
allocate. These payments do not contribute to energy efficiency improvements; instead 
they provide temporary relief from some of the costs of energy bills.189

76. We were told that the Government counts payments under the Warm Home 
Discount scheme towards its statutory target of moving all fuel poor homes to EPC band 
C by 2030.190 The Government told us that a minimum of 110,000 recipients of the Warm 
Home Discount are moved out of fuel poverty as a result of this payment.191 Although 
it is positive that these recipients have their fuel poverty lessened in the short-term, they 
could be returned to fuel poverty if the payments ceased. Counting these short-term 
uplifts towards the energy efficiency fuel poverty target means that real progress towards 
alleviating one of the root causes of fuel poverty is obscured.

77. It is disingenuous of the Government to include the Warm Homes Discount in 
the energy efficiency fuel poverty figures as this distorts evidence of progress and 
obscures the true number of households that will be missed under the Government’s 
2030 statutory target. We recommend that the Government no longer counts the Warm 
Homes Discount towards fuel poverty energy efficiency targets.

78. We also heard that the Warm Homes Discount, and Winter Fuel Payment, may not 
be the best use of funds, as they act as a stop-gap, with no long-term energy savings.192 
A recent report from the Centre for Policy Studies think tank which assessed how to 
fund social care recommended taxing the Winter Fuel Payment and excluding high 
rate taxpayers.193 The total annual budget of the Winter Fuel Payment and Warm Home 
Discount is £2 billion and only 10 per cent of the recipients are fuel poor.194 The Committee 
on Fuel Poverty said that “by changing the focus of the programmes to those most in need, 
£0.8 billion/year of funds could be transferred [to energy efficiency]”, and recommended 
refocusing the Winter Fuel Payment.195

79. Funds for lowering energy bills should be targeted in a cost-effective way and 
should seek to achieve lasting change. In principle, we are in favour of refocusing the 
Winter Fuel Payment to those most in need. However, we recognise that unintended 
consequences, such as high administrative costs, may limit the cost effectiveness of any 

189 House of Commons Library, Help with Energy Bills (March 2019)
190 Q418 - Q421 [Perry; Golding]
191 Letter from Minister of State for Universities, Science, Research and Innovation and Interim Minister of State for 

Energy and Clean Growth, Chris Skidmore MP (May 2019), in response to a letter from the BEIS Committee Chair, 
Rachel Reeves MP (May 2019).

192 Chartered Institution of Building Services Engineers (ENE0045); IPPR (ENE0066)
193 Damian Green MP, Fixing the Care Crisis, Centre for Policy Studies (April 2019)
194 Q288 [Hill]
195 Committee on Fuel Poverty, Third Annual report 2018 (Nov 2018)
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change. We recommend that the Government assesses the value of refocusing the Winter 
Fuel Payment to those most in need and using any savings to invest in energy efficiency 
programmes for fuel poor households.

Standards of installation

80. If the housing stock is to be decarbonised, almost every home will need some 
energy efficiency improvements. Yet scams and poor standards of workmanship have 
blighted confidence in energy efficiency installations.196 Issues such as damp from poor 
installations, hard sell approaches, and scams related to the Green Deal have “exacerbated” 
the problem.197 If there is limited trust in energy efficiency schemes, there will be limited 
progress in housing decarbonisation and fuel poverty alleviation.

81. In 2015, the Government commissioned Dr Peter Bonfield to conduct an Independent 
Review into consumer advice, protection, standards and enforcement for energy efficiency 
and renewable energy in existing homes. The resulting Each Home Counts review, 
published in December 2016, identified systemic issues in the energy efficiency sector.198 
To rectify standards, the review made a series of recommendations, including the need for 
a new quality mark, as well as a Code of Conduct, and Customer Charter.199

82. In response to the review, the Government said that it would work with industry to 
understand how the sector proposes to implement the recommendations of the review.200 
These words have failed to be accompanied with action, and many of the review’s 
recommendations have not been implemented.

83. The quality mark, called Trustmark, was launched in October 2018 and, when 
enforced, would mean that ECO funds could only be administered through companies 
accredited with the new quality mark. This is intended to prevent what the report described 
as “too many instances of poor-quality installations being made by companies who do 
not have the skills, quality levels or core values required to operate responsibly in this 
market.”201 Though the quality mark has launched, it is not yet a legal requirement for all 
companies operating under ECO to be accredited by it due to the Government’s failure to 
introduce the secondary legislation it told us is necessary.202 We are concerned that even if 
in place, the quality mark would need close monitoring to provide enough protection for 
customers. There is also concern that the review’s other recommendations are not being 
met. The supplier SSE told us:

We are concerned that now two years after the publication of the review, 
the impetus to deliver the recommendations has stalled and so far there 
has been little progress to improve consumer protection. [ … ] We are very 
concerned that without strong leadership from Government the energy 
efficiency industry will fail to deliver the majority of the Each Home Counts 
recommendations. Currently the energy efficiency industry is being left on 

196 Citi ens Advice (ENE0032)
197 Citi ens Advice (ENE0032); Citi ens Advice Scotland (ENE0017); Dr. Professor Tom Woolley (ENE0002)
198 Dr Peter Bonfield, Each Home Counts (Dec 2016); See alsoy Dr Peter Bonfield (ENE0056)
199 Dr Peter Bonfield, Each Home Counts (Dec 2016)
200 PQ 59319, 10 January 2017
201 Dr Peter Bonfield, Each Home Counts (Dec 2016)
202 Q430 - 432 [Perry; Golding]
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its own to decide a way to implement the recommendations. We do not 
believe that this approach will ever result in a robust regime for ensuring 
high quality.203

84. Over two years after the publication of the Each Home Counts review, the 
Government has no excuse for the delays in implementing all of the recommendations. 
The longer the Government neglects this issue, the more people are at risk from sub-
standard interventions in their homes. We recommend the Government immediately 
brings forward the necessary secondary legislation requiring ECO funds to be spent only 
with companies accredited by the new Trustmark quality scheme. We recommend that 
the Government puts in place the necessary monitoring and feedback mechanisms to 
ensure that the Trustmark scheme is operating effectively to provide consumers with 
adequate protection.

Energy efficiency advice

85. Another key recommendation of the review was to provide advice and guidance on 
energy efficiency, so people can make informed decisions and identify available support.204 
An advice line has operated in the UK since 1992, but the English scheme was replaced in 
June 2018 with the Simple Energy Advice website. The Energy Saving Trust, established 
by the Government to run the original 1992 advice service, told us a lack of advice is “a 
key barrier for people to act on energy efficiency [and] ensure government financing has 
maximum impact”.205 When the Each Home Counts review was published the advice line 
was operating, and yet the report still included three recommendations on advice and 
guidance, including establishing a central Information Hub to “enable engagement with 
all consumers, including vulnerable households, in ways most appropriate to them.”206

86. We are not persuaded that the Government’s Simple Energy Advice website 
provides sufficiently personalised information. In other UK nations, advice is tailored 
with householders able to speak to trained advisors who can discuss personal and non-
standard circumstances—whether that be an unusual home heating system, a hard-to-
insulate home or difficult family circumstances.207 Multiple stakeholders have told us that 
it is essential for the success of energy efficiency and fuel poverty policy for the UK follow 
this example.208 We heard the need for one point of contact—a ‘one-stop shop’—with 
trained advisors that consumers can contact through multiple channels, including home 
visits, to receive advice, quell concerns, and be directed to the available support.

87. A system to provide personalised and tailored advice is vital for the building 
of public engagement and consumer trust in energy efficiency. We recommend the 
Government implements the other recommendations of the Each Home Counts review, 
including expanding the information hub to provide access to trained advisors who can 
give customers tailored and personalised support.

203 SSE Energy Services (ENE0050)
204 Dr Peter Bonfield, Each Home Counts (Dec 2016)
205 Energy Saving Trust (ENE0067)
206 Dr Peter Bonfield, Each Home Counts (Dec 2016)
207 IPPR (ENE0066); Sustainable Energy Association (ENE0062); Energy UK (ENE0059); Mineral Wool Insulation 

Manufacturers Association (ENE0037)
208 Energy Saving Trust (ENE0067); Sustainable Energy Association (ENE0062); NAPIT Certification (ENE0019); 

Citi ens Advice Scotland (ENE0032); E3G (ENE0014); Mineral Wool Insulation Manufacturers Association 
(ENE0037)
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4 Able to pay

The Green Deal

88. In 2015, the Government withdrew funding for its Green Deal scheme citing low 
uptake.209 This left no policy in place to encourage the ‘able to pay’ residential sector to invest 
in energy efficiency—the largest sector of all types of tenure. Launched in 2013, the Green 
Deal created a finance mechanism enabling households to install measures at little upfront 
cost, paying instead through energy bill savings.210 While originally envisaged to facilitate 
improvements to 14 million homes by 2020,211 only 14,000 households took out green deal 
loans.212 The scheme collapsed because it operated with an uncompetitive interest rate of 
over 7 per cent on its loans, was unaccompanied by incentives to drive demand, and failed 
to protect homeowners from rogue traders carrying out substandard installations.213 The 
scheme was re-launched privately by the Green Deal Finance Company and now runs 
with an interest rate of 9.5 per cent,214 but the level of activity has been comparatively low.215 
The scheme’s breakdown appears to have discouraged the Government from developing 
new policies for the market, while the stop/start nature of policy undermined confidence 
in the energy efficiency market.216 These shortcomings of the Green Deal should not be 
used as an excuse for subsequent and continuing government inaction.

State of the market

89. To meet the Government’s 2035 EPC target, it is crucial that incentives and finance 
solutions are available to stimulate demand for energy efficiency, optimising key trigger 
points across the home ownership journey, such as prior to property sale, the point of home 
purchase and during renovation work.217 We sought to understand what products are 
currently being offered on the retail banking high street for residential energy efficiency, 
noting that many consumers are likely to use their current account or mortgage provider 
as a first point of contact in relation to their financial needs. We wrote to the five largest 
retail banks (HSBC, Lloyds, RBS, Barclays and Santander) with questions relating to the 
availability, marketing and take-up of residential energy efficiency finance products, as 

209 HM Government, Press Release Green Deal Finance Company funding to end (July 2015)
210 The Green Deal was available for customers in England, Scotland and Wales.
211 Department for Energy and Climate Change, Greg Barker speechy Green Deal and Big Society event (June 2011)
212 Department for Energy and Climate Change, Household Energy Efficiency National Statistics (June 2016)
213 Energy and Climate Change Committee, Home energy efficiency and demand reduction (HC 552; 12 March 

2016), pp.11–12; Grantham Research Institute on Climate Change and the Environment and Centre for 
Climate Change Economics and Policy, Consultation responsey ‘Call for evidence on the reform of the Green 
Deal Framework’ (Nov 2017); Rosenow.J, Eyre.N (2016), ‘A post mortem of the Green Dealy Austerity, Energy 
Efficiency, and Failure in British Energy Policy’, Energy Research & Social Science, Vol. 21, pp.141–144; National 
Audit Office, Green Deal and Energy Company Obligation (April 2016); Energy and Utilities Alliance (ENE0026)

214 Energy Efficiency Infrastructure Group (ENE0041); For a discussion on the current Green Deal, seey Green Deal 
Finance Company Group Limited (ENE0020)

215 Department for Business, Energy and Industrial Strategy, Amending the private rented sector energy efficiency 
regulations, Consultation stage impact assessment (Dec 2017)
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well asking what action the Government could take to overcome deterrents to provision.218 
Our correspondence revealed a lack of engagement and low levels of product availability 
for residential energy efficiency products on the high street219, notably:

• Of the five retail banks we contacted, only three (RBS, Barclays and Lloyds) 
responded to our request for information in full;

• Only one respondent (Barclays) offered a ‘green mortgage’ product. Green 
mortgages can provide access to better mortgage terms—lower interest rates 
or extra borrowing capacity—to those who purchase energy efficient homes 
or commit to upgrading the properties’ energy performance. This is because 
increased energy efficiency is argued to lower the risk of default as the homeowner 
has more disposable income due to savings on their energy bills.220 Barclays 
offers a lower mortgage rate to customers buying an energy efficient new-build 
property. While, this is a good start, we note that the product only serves a sub-
set of customers who are looking to purchase a new build property that is already 
energy efficient. There is no energy efficiency mortgage product to incentivise 
retrofit of the existing housing stock.221 Santander told us that after looking at 
a proposal to offer larger mortgages to borrowers with energy efficient homes, 
their view was that the savings made on energy bills were not enough to make a 
material difference to the amount that could be borrowed;

• None of the retail banks offer any specific energy efficiency personal loan 
products (for example, products specifically designed and marketed for energy 
efficiency measures and offering interest rate reductions or other benefits for 
energy efficiency products). Some respondents outlined that there is nothing 
precluding consumers from accessing personal loan or home improvement 
products, for energy efficiency measures. However, our understanding is that 
these more generic products are not specifically marketed for energy efficiency 
use and would not be offered on preferential terms if used for energy efficiency 
purposes;

• A lack of consumer demand for energy efficiency usage was consistently raised 
as a barrier to lender provision;

• Respondents suggested that the Government should: set a clear and exacting 
definition on what constitutes a ‘green’ or ‘energy efficient’ lending product to 
ensure a level playing field among providers; consider the appropriate capital 
treatment for green energy products; provide support to cover the additional 
costs associated with energy efficiency finance products; and put in place fiscal 
incentives to increase initial uptake and address consumer inertia.

218 Letter sent from the BEIS Committee Chair, Rachel Reeves MP to the Chief Executives of HSBC, Barclays, Lloyds, 
RBS, and Santander (March 2019).

219 Letters from HSBC (April 2019), Barclays (May 2019), Lloyds (April 2019), RBS (May 2019), and Santander (June 
2019).

220 Institute for the Market Transformation, Home energy efficiency and mortgage risks (March 2013); See alsoy 
Allcott, H., Knittel, C., Taubinsky, D., (2015) ‘Tagging and Targeting of Energy Efficiency Subsidies’ American 
Economic Review, Vol. 105, pp.187–91; UK Green Building Council and UCL, The role of energy bill modelling 
in mortgage affordability calculations (Aug 2015); Q117 [Lewis]; Green Finance Taskforce, Accelerating Green 
Finance (March 2018); Electrical Contractors’ Association (ENE0073)
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90. Given the importance of the primary banking relationship, the lack of current 
product availability offered by the high street banks is very disappointing. The Minister 
told us that “conversations with banks are happening”.222 But the evidence we received has 
not convinced us that these conversations are being pursued effectively, if at all.

Driving and enabling demand

91. In October 2017, the Government launched a consultation on ‘Building a market 
for energy efficiency’.223 This set out policy options to fill the current vacuum, largely 
focusing on routes to incentivise ‘able to pay’ homeowner investment. In response to this 
consultation, the Government is expected to publish an ‘Action Plan’ that will present 
a range of policies to shape the market.224 But 18 months after launching the call for 
evidence—and despite the Committee on Climate Change’s (CCC) recurrent calls for an 
attractive package for householders225—it has not materialised.

92. In March 2018, the Green Finance Taskforce issued a report, ‘Accelerating Green 
Finance’, which contained several recommendations to incentivise the supply and demand 
for energy efficiency financing for the ‘able to pay’ sector.226 The recommendations urged 
the Government:

• To undertake a pilot to link Stamp Duty Land Tax to energy efficiency;

• To provide incentives to “pump prime” the green mortgage and consumer 
loan markets. For example, the Government could offer partial guarantees to 
support the development of green mortgage products or lenders could bid for 
Government funds to be used to offer incentives to households, such as lower-
to-zero interest loans to finance improvements.

93. Witnesses strongly supported the use of a Stamp Duty incentive, which would 
reduce the duty on more efficient properties and increase it on less efficient ones.227 
Homeowners making energy improvements to their property within a set period could 
receive a rebate proportionate to the scale of improvements.228 Frontier Economics, an 
independent economics consultancy, found that if implemented across the UK, a variable 
Stamp Duty scheme could incentivise around 16 million homes to make energy efficiency 
improvements by 2035.229 Stakeholders argued that the price signals reflected in variable 

222 Q453 [Perry]
223 Department for Business, Energy and Industrial Strategy, Call for Evidencey Building a Market for Energy 

Efficiency (Oct 2017)
224 Department for Business, Energy and Industrial Strategy (ENE0069)
225 Committee on Climate Change, UK housingy Fit for the future? (Feb 2019); Committee on Climate Change, 

Reducing UK emissions 2018 Progress Report to Parliament (July 2018); Committee on Climate Change, 2017 
Report to Parliament – Meeting Carbon Budgetsy Closing the policy gap (June 2017); Committee on Climate 
Change, Meeting Carbon Budgets - 2016 Progress Report to Parliament (June 2016)

226 Green Finance Taskforce, Accelerating Green Finance (March 2018)
227 A paper by Melius Homes developed for UK Green Building Council Incentives Task Group explains how 

this policy could work in practice with illustrative examples, Giving home energy a ‘nudge’y A Home Energy 
Adjustment to Stamp Duty Land Tax (Feb 2016)

228 UK Gren Building Council (ENE0042)
229 Frontier Economics, Affordable Warmth, Clean Growth (Sept 2017), p.54
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https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/653731/Call_for_Evidence_-_Building_a_Market_for_Energy_Efficiency_Final.pdf
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https://www.theccc.org.uk/wp-content/uploads/2019/02/UK-housing-Fit-for-the-future-CCC-2019.pdf
https://www.theccc.org.uk/wp-content/uploads/2018/06/CCC-2018-Progress-Report-to-Parliament.pdf
https://www.theccc.org.uk/wp-content/uploads/2017/06/2017-Report-to-Parliament-Meeting-Carbon-Budgets-Closing-the-policy-gap.pdf
https://www.theccc.org.uk/wp-content/uploads/2017/06/2017-Report-to-Parliament-Meeting-Carbon-Budgets-Closing-the-policy-gap.pdf
https://www.theccc.org.uk/wp-content/uploads/2016/06/2016-CCC-Progress-Report.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/703816/green-finance-taskforce-accelerating-green-finance-report.pdf
https://www.willmottdixon.co.uk/asset/10746/download
https://www.willmottdixon.co.uk/asset/10746/download
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95119.pdf
https://www.frontier-economics.com/media/2248/affordable-warmth-clean-growth.pdf
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Stamp Duty rates would create a value for energy efficiency in the property market.230 
This could incentivise sellers to improve the property before putting it on the market 
or encourage buyers to invest in improvements to recover the additional Stamp Duty 
paid. This mechanism also has the benefit of being progressive and revenue neutral to 
HM Treasury. The Government recently defended its decision not to link Stamp Duty to 
energy efficiency by stating:

In 2007, the then government introduced a relief from Stamp Duty Land 
Tax (SDLT) for zero-carbon homes intended to encourage greater energy 
efficiency in buildings. However, the policy was found to be ineffective with 
a limited number of transactions taking up the relief and it was ended as 
planned in September 2012.231

94. The previous policy, described above, provided Stamp Duty relief on new homes that 
were built to the zero carbon homes standard announced in 2006.232 It is unsurprising that 
the policy failed to drive any scale-up when very few homes were ever constructed to this 
standard. Furthermore, the policy was designed in such a way that any uptake resulted in 
a loss of revenue to the Government. The Government’s reasoning in its statement should 
not be used as evidence to justify disregarding the recommendation of the Green Finance 
Taskforce.

95. Green mortgages, although a niche market in the UK, are successfully promoted 
in the Netherlands, where mortgage lending rules allow households to borrow up to 
€25,000 extra to purchase or refurbish to a net zero energy home.233 While supporting the 
development of green mortgages, stakeholders warned that Government’s encouragement 
of green mortgages could become a “tick-box energy efficiency solution”, with the 
Government pursuing the illusion of activity at minimum cost.234 The Government itself 
acknowledged that green mortgages will be inadequate to drive the ‘able to pay’ market 
unless positioned within a wider set of policy initiatives.235

96. The principal message presented by witnesses was that a combination of government-
backed incentives is key to ensuring an attractive offer for all households, as shown by 

230 E.ON (ENE0027); The Energy Efficiency Infrastructure Group (EEIG) (ENE0041); ROCKWOOL Ltd (ENE0038); 
Canetis (ENE0068); Kingspan Insulation (ENE0060); Canetis (ENE0068); Energy UK (ENE0059); UK Green Building 
Council (ENE0042); Regulatory Assistance Project (RAP) (ENE0064); Policy Connect (ENE0009); The Institution 
of Engineering and Technology (ENE0040); Green Deal Finance Company (ENE0020); Q290 [Lord Deben]; Q90 
[Lewis]; Q108 [Matthew]

231 Written Question from Alan Brown MP to HM Treasury, answered by Robert Jenerick (April 2019)
232 HM Government, The Stamp Duty Land Tax (Zero-Carbon Homes Relief) Regulations 2007
233 E3G, Silver Buckshots? Opportunities for closing the gap between ambition for, and policy and investment to 

drive, UK residential energy efficiency renovation (July 2018); The European Union is also seeking to establish a 
market for green mortgages by piloting a standardised energy efficient mortgage based on preferential interest 
rates for energy efficient homes and additional funds for retrofitting homes at the point of purchase European 
Union, Energy efficient Mortgages Action Plan (EeMAP) Initiative

234 Q125 [Matthew]; Q107 [Bray]
235 Q404 [Golding]
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https://www.parliament.uk/business/publications/written-questions-answers-statements/written-questions-answers/?page=1&max=20&questiontype=AllQuestions&house=commons&member=4470&dept=14
http://www.legislation.gov.uk/uksi/2007/3437/contents/made
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international experience.236 France, Germany, the Netherlands and Scotland all have 
attractive finance at 0 to 2.7 per cent that can be combined with capital subsidies.237 These 
countries see far higher renovation rates than the UK as a result.238

97. We heard that Germany’s programme has been particularly successful at driving 
private investment for energy efficiency retrofit.239 Germany’s development bank offers 
combinable low interest loans at 0.75 per cent and subsidies of up to €30,000 towards 
energy renovation and low carbon heat, linking the level of subsidy to energy performance 
standards.240 In 2016, the programme supported 276,000 energy renovations at a federal 
cost of €1.7 billion.241 Property owners invested €8.4 billion, leading to a total investment 
of €10.1 billion in energy renovation that year.242 With VAT revenues alone, at €1.6 billion, 
the scheme almost pays for itself.243 This is before considering the wider economic growth 
impacts. In 2016, this investment spurred €6.6 billion net turnover upstream in the 
supply chain, with 115,000 full-time equivalent workers required. For every €1 of public 
investment, €6 was invested in energy renovation.244

98. However, even Germany, which is considerably more successful than the UK at 
harnessing private investment for energy efficiency, is still off-track to meeting its goal 
to see 2 per cent of its housing stock (800,000 homes) per year undergoing major energy 
renovation from 2020.245 With the UK Government aiming for over a million homes 
renovated to a good standard per year—around 4 per cent of the housing stock, this shows 
that even the most successful policies have limits to their reach. This reinforces the case 
for multiple levers to be put in place.

236 For exampley Sustainable Energy Association (ENE0062); UK Green Building Council (ENE0042); The Energy 
Efficiency Infrastructure Group (EEIG) (ENE0041); Centre on Innovation and Energy Demand, Warm Homes for 
All A comprehensive policy approach for residential energy efficiency retrofit in the UK (2018)

237 For detailed case studies, seey E3G, Silver Buckshots? Opportunities for closing the gap between ambition for, 
and policy and investment to drive, UK residential energy efficiency renovation (July 2018); See also in-depth 
case study presentations by Guertler, P.y France; Germany; Netherlands; and Scotland.

238 As above
239 Qq103–105 [Matthew; Lewis]
240 E3G, Silver Buckshots? Opportunities for closing the gap between ambition for, and policy and investment to 

drive, UK residential energy efficiency renovation (July 2018)
241 As above. The €1.7 billion comprises €1.45 billion for loan interest rate subsidy and a debt write-off incentive, 

and €0.25 billion for standalone capital subsidy.
242 E3G, Silver Buckshots? Opportunities for closing the gap between ambition for, and policy and investment to 

drive, UK residential energy efficiency renovation (July 2018)
243 As above
244 As above
245 Green Finance Strategy, Accelerating Green Finance (March 2018), p.40
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Box 5: Further ideas for incentives for the able to pay market

Stakeholders suggested a number of further options that the Government could explore 
to incentivise energy efficiency investment within the ‘able to pay’ sectory

• Linking council tax rates to energy efficiency;246

• Home improvement ISAs;247

• Local authority revolving loans;248

• Low or zero VAT on energy-efficient products.249

The Green Finance Strategy

99. In July, the Government published its Green Finance Strategy in response to the 
recommendations made by the Green Finance Taskforce.250 In the face of a challenge 
that requires far-reaching action, the Strategy announced £5 million for a Green Home 
Finance Innovation Fund for the private sector to pilot green home finance products 
over 18 months, such as green mortgages. The Government ignored the Green Finance 
Taskforce’s key recommendation in relation to Stamp Duty. Supporting the provision 
of incentives for the market is of course a welcome step. But as discussed in Chapter 2, 
available evidence shows that around £1 billion of public funding per year will be required 
in order for homes to reach EPC Band C by 2035. The £5 million announced is less than 1 
per cent of that annual requirement.

100. The Government’s announcement in July 2019 of a £5 million Green Home Finance 
Innovation Fund is woefully inadequate to stimulate demand for energy efficiency 
within the ‘able to pay’ sector and drive the scale of supportive action needed by the 
financial sector. The Government’s lack of ambition is particularly disappointing 
given international evidence that attractive finance and incentives have the potential 
to pay for themselves through VAT alone. It is also regrettable that the Government’s 
Green Finance Strategy rejected the Green Finance Taskforce’s key recommendation 
of linking Stamp Duty to energy efficiency. We remain none the wiser as to how the 
Government intends to meet its target for all homes to reach EPC Band C by 2035 
without providing sufficient incentives for the market to grow. At present, this remains 
an empty commitment.

101. We recommend that the Government publishes its energy efficiency ‘Action Plan’ 
without further delay to explain how it intends to meet its EPC Band C 2035 target. 
We recommend that the ‘Action Plan’ drastically increases the £5 million allocated to 
the Green Home Finance Innovation Fund, to underpin a coordinated demonstration 
programme that tests a comprehensive and varied package of incentives and finance 
mechanisms for the ‘able to pay’ market. This should include a Stamp Duty incentive 
and low-interest loans, in addition to green mortgages. This demonstration programme 
needs to go well beyond the Green Home Finance Innovation Fund to be delivered at 

246 UK Green Building Council (ENE0042); Sustainable Energy Association (ENE0062)
247 Q100 [Lewis]
248 As above
249 As above; see alsoy Q108 [Bray]
250 HM Government, Green Finance Strategyy Transforming Finance for a Greener Future (July 2019)
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scale. We further recommend that the Government engages seriously with the retail 
banks to put in place the necessary enticements to ensure that attractive energy efficiency 
products that can be delivered on a nationwide basis are developed.
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5 The Rented Sector

Private rented sector

102. The private rented sector has grown by over 40 per cent in the last ten years.251 It 
now represents around 20 per cent of the housing market in England, compared to just 
10 per cent in 1999, with Wales seeing a comparable increase.252 This tenure is the worst 
performing area in energy efficiency, with 35 per cent of fuel poor homes in the private 
rented sector.253 Progress in the rental market has been constrained by ‘split incentives’, 
where landlords meet the costs of energy efficiency upgrades and tenants are perceived 
to reap the benefit. But there are a range of benefits to making energy efficiency upgrades 
for landlords as well: raised property values; properties that are easier to let; reduced 
risk of rent arrears; lower tenancy turnover and less occurrences of condensation and 
dampness.254 Ultimately, as landlords run a business, they should be responsible for 
renting out properties that are safe and affordable to heat.

103. We welcome the Government’s strengthening of regulations to protect tenant rights in 
relation to energy efficiency. Amended Private Rented Sector Minimum Energy Efficiency 
Standards (MEES) came into force from 1 April this year. These require private rented 
properties in England and Wales to reach at least EPC Band E, making new tenancies for 
properties rated F and G illegal.255 The rules primarily target new tenancies or contract 
renewals, but by 2020 will apply to all domestic rented properties. When the legislation 
came into force it was projected that around 300,000 rental properties did not meet EPC 
Band E.

104. Until now, landlords of properties rated F and G have been able to easily secure 
exemptions to MEES. These properties did not have to be improved unless energy 
efficiency measures could be financed at ‘no cost’ to the landlord (unless the owner could 
access third-party funding to help cover the costs of improvements). When introduced in 
2015, it was envisaged that the regulations would result in 70 per cent of the tenure’s Band 
F and G properties being upgraded to Band E.256 It was anticipated that the majority of 
landlords would make use of Green Deal Finance to fund energy efficiency improvements, 
recouped through tenants’ energy bills.257 But with the demise of the Green Deal, a lack 
of access to funding for energy efficiency has increased the prospect of obtaining a MEES 
exemption.258 The Government has now tightened the regulations, placing a cap on the 
exemption rule. Landlords are now only eligible for an exemption if recommended energy 
efficiency improvements cost over £3,500.259

251 Ministry of Housing and Local Government, English Housing Survey 2016–17, Headline Report (Jan 2018)
252 Ministry of Housing and Local Government, English Housing Survey 2016–17, Headline Report (Jan 2018); Shelter 

Cymru, Fit to Renty Today’s Private Rented Sector in Wales (2015)
253 Committee on Fuel Poverty (CFP) (ENE0035)
254 Energy Savings Trust, Landlords (Accessed July 2019); Q347 [Perry]
255 Department for Business, Energy and Industrial Strategy, The Private Rented Property minimum standard
256 Committee on Fuel Poverty (CFP) (ENE0035)
257 Department for Business, Energy and Industrial Strategy, Domestic private rented sector minimum level of 

energy efficiencyy Consultation to amend The Energy Efficiency (Private Rented Property) (England and Wales) 
Regulations 2015 in relation to domestic properties to remove the “no cost to the landlord” principle (Dec 2017)

258 As above
259 Department for Business, Energy and Industrial Strategy, Final Stage Impact Assessmenty Amending the Private 

Rented Sector Energy Efficiency Regulations (Nov 2018)
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105. The Clean Growth Strategy set a goal for as many private rented homes as possible to 
be upgraded to EPC band C by 2030.260 This long-term trajectory is vital for tackling fuel 
poverty as a substantial number of fuel poor homes are living in private rented properties 
with EPC Bands E and D.261 We welcome the Government’s planned consultation on a 
trajectory policy design later this year.262 It is important for the Government to provide 
landlords with early clarity on the path to ratcheting up regulations to ensure landlords 
are able to plan investments and install the most cost-effective package of measures to 
meet the “C” standard.263

Cost cap

106. Despite welcoming the amended MEES regulations, witnesses warned that the 
£3,500 cost cap seriously limits the scope and impact of the regulations.264 According 
to the Government’s impact assessment, the £3,500 cost cap will only result in 48 per 
cent of Band F and G privately rented properties being upgraded to Band E by 2020.265 
We heard that by missing the other 52 per cent of EPC F and G rented properties, the 
Government is likely to miss its near-term fuel poverty milestones, because there are more 
fuel-poor households in the private rented sector in F and G than in any other tenure.266 
Furthermore, Lord Deben, Chairman of the Committee on Climate Change (CCC), 
referred to the cost ceiling as a “nonsense”, stating that “the Government will have to 
change this very fundamentally” if it is to meet its carbon budgets.267

107. A number of organisations, including the Committee on Fuel Poverty, advocated 
a higher cost cap of £5,000 to achieve closer to the 70 per cent upgrade conceived when 
the regulations were originally developed.268 We share the concerns of stakeholders. The 
policy risks leaving tenants of the least efficient properties without a route to improving 
the insulation of their home as their landlord will fall within the cost cap exemption and 
will not be eligible for ECO3.269

108. Research undertaken by the Residential Landlords Association found that over a 
third of landlords with F and G properties could not afford to bring their property up 
to E standard, reporting costs of over £5,000.270 It is crucial that the MEES regulations 
are combined with routes to making energy efficiency upgrades, particularly when the 

260 HM Government, The Clean Growth Strategyy Leading the way to a low carbon future (Oct 2017)
261 Committee on Fuel Poverty, Third Annual Report 2018 (Nov 2018)
262 Department for Business, Energy and Industrial Strategy (ENE0069)
263 Energy Savings Trust (ENE0067); Building Societies Association (ENE0061)
264 Q28 [Slade; Sellwood; Smith]; Q279; Q290 [Lord Deben]; for written evidence examplesy Citi ens Advice 

Service (ENE0032); Committee on Fuel Poverty (CFP) (ENE0035); E.ON (ENE0027); Plymouth Energy Community 
(ENE0063); UK Green Building Council (ENE0042); E3G (ENE0014); CBI (ENE0013); Mineral Wool Insulation 
Manufacturers Association (MIMA) (ENE0037); Sustainable Energy Association (ENE0062); Regulatory Assistance 
Project (RAP) (ENE0064); Energy and Utilities Alliance (ENE0026); Association of Local Energy Officers (ENE0048); 
Energy UK (ENE0059); For alternative view, seey ARLA Propertymark (ENE0029)

265 Department for Business, Energy and Industrial Strategy, Final Stage Impact Assessmenty Amending the Private 
Rented Sector Energy Efficiency Regulations (Nov 2018) Table 5, p.15

266 Q28 [Smith]
267 Q279; Q290 [Lord Deben]
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Energy and Utilities Alliance (ENE0026)
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270 Residential Landlords Association (ENE0003)
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trajectory moves beyond Band E.271 As discussed in the previous chapter, the Government 
should ensure there are low interest finance mechanisms in place to support all property 
owners, including landlords, to make upgrades. This is the approach taken in Scotland. 
Private sector regulations are matched with access for landlords to interest-free loans up 
to three properties, which can be combined with a cash back incentive.272

109. The Government should be more resolute in its approach to regulating the energy 
efficiency of the private rented sector, so only exceptional and exorbitant costs can be 
avoided by landlords. We are concerned that current ceiling of £3,500 that is attached 
to the Minimum Energy Efficiency Standards (MEES), allowing landlords to claim an 
exemption if works exceed this level, seriously restricts the scope of the regulations. 
We therefore recommend that the Government raises the current cost cap attached to 
the private sector regulations to £5,000 so the regulations achieve closer to the 70 per 
cent upgrade of the lowest rated properties that was envisaged when first developed.

Enforcement of the Minimum Energy Efficiency Standards

110. Compliance with the regulations is crucial to their success, but we are concerned that 
the current regulations lack teeth.273 Local authorities are responsible for enforcing the 
standards. Councils have the power to undertake checks of properties, issue compliance 
notes to landlords, and enforce financial penalties.274 But stakeholders were not convinced 
that the regulations are being enforced by local authorities, due to a systemic lack of 
capacity.275

111. Local authorities also have the opportunity to publicise details of landlord non-
compliance on a public register, although they are under no duty to do so.276 The public 
register of penalty notices issued by councils can be accessed online,277 but as of May 2019 
not a single council in England and Wales had used the register to declare any penalties 
they had imposed against non-compliant landlords.278 We acknowledge that the empty 
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register does not confirm that no enforcement activity has taken place against landlords 
who are in violation of MEES rules, but it does cast doubt over whether the ‘publication 
penalty’ for those breaching the regulations will be pursued.

112. The Government tried to reassure us by stating that local authorities have been asked 
to report on their enforcement plans as part of their biennial Home Energy Conservation 
Act (HECA) returns.279 But only 151 of 326 Local Authorities submitted reports in March 
2017.280 Nonetheless, we welcome the 12-month enforcement studies that BEIS is running 
to help understand the most effective ways for enforcement authorities to implement 
the standard and act against non-compliant landlords.281 We were told by BEIS that the 
results of these studies will be developed into an enforcement best practice toolkit.282 The 
toolkit needs be underpinned by sufficient resources.283 Expectation alone is not going to 
drive enforcement.

113. We welcome the Government’s strengthening of the Minimum Energy Efficiency 
Standards, but with strained local budgets and competing priorities, we are concerned 
that there is weak enforcement of the regulations by local authorities, making 
them effectively valueless. We recommend that the Government rigorously monitors 
enforcement of the regulations and properly resources local authorities to ensure that 
they have capacity to impose the standards.

Social rented sector

114. The Clean Growth Strategy stated that BEIS will consult on how social housing, 
which accounts for 17 per cent of the UK’s housing stock, can meet EPC Band C by 2030.284 
Social landlords have control over whole estates, access to capital and approach investment 
in terms of coordinated stock upgrades. With over half of the social housing stock in the 
UK currently reaching EPC Band C, the sector is already outperforming other tenures.285 
There is a clear case—underpinned by the fact that this is Government-funded stock—
that social housing should lead the way in terms of energy efficiency. Upgrading this stock 
could provide a route to scaling-up technologies, trialling innovation and driving down 
costs for energy efficiency across the market.286

115. However, a report by Sustainable Homes, an organisation that supports the housing 
sector through research and consultancy, in February 2019 found that long-term strategies 
within the social housing sector to upgrade the energy performance of their stock in line 
with the UK’s 2050 climate obligations do not exist.287 This is despite it being within 
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Energy and Clean Growth, Chris Skidmore MP (May 2019), in response to a letter from the BEIS Committee Chair, 
Rachel Reeves MP (May 2019).
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the reach of nearly all social landlords’ financial planning cycles.288 Social landlords have 
to navigate a range of competing priorities.289 There are unavoidable tensions between 
pressure to build new homes, operating within a rent-setting regime, and expecting social 
landlords to invest in upgrading the energy efficiency of their stock—within an environment 
of limited financial resources.290 We are concerned that the uplift in investment required 
per annum to upgrade the social housing stock to EPC Band C would leave some housing 
associations in breach of their financial regulations. Due to the vulnerable circumstances 
of many residents, retrieval of funds is undesirable and often not viable.291 Thus, social 
landlords need to manage the tension between allocating funding to improving the 
energy efficiency of their stock and the limits to cost recovery; making sure that future 
investment is not taken away from the delivery of new homes.292 Meanwhile, for the most 
part, the easy energy efficiency work has already been completed.293

116. We are concerned that the social housing sector is not going to be able to undertake 
more complex, expensive works without a change in policy or investment.294 Despite these 
problems and the Minister telling us that the social rented sector should be “a flag bearer” 
and an “exemplar” for energy efficiency standards, there remains no policy framework or 
trajectory for the social housing sector.295 The dearth of policy persists even in the face 
of repeated calls from the CCC for the Government to agree a delivery mechanism and 
trajectory immediately for the social housing minimum standards.296 Contributors to our 
inquiry proposed a range of solutions:

• The Government provide social landlords with access to grant funding to cover 
a percentage of the costs of measures;297

• The introduction of a Government-backed funding mechanism following the 
former ‘Green Deal’ that could be used by social landlords, with any privately 
financed offers being subject to Government regulation and tenants not being 
tied into long-term energy supply contracts with the funder;298

• The introduction of innovative models which allow variable rent and service 
charge rates to assist with housing association investment payback. This approach 
could support ‘deep retrofit’ models, see Box 6 for more details.299
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http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/94657.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95117.pdf
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Box 6: Deep retrofit models

Energiesprong and Passivhaus standards as often pointed to as whole house retrofit 
models that should be trialled at scale across the social housing stocky300

Energiesprongy Originated in the Netherlands and has expanded into the UK with 
trials undertaken in Nottingham. Customers are offered a whole-house residential 
retrofit, centred on net- ero energy consumption. An Energiesprong retrofit generally 
encompasses the installation of off-site manufactured, insulated wall facades, combined 
with an air source heat pump and optional batteries, photovoltaic panels, in addition to 
ventilation and controls.301 The provider offers a 30-year energy performance guarantee. 
Energiesprong retrofits are funded with a whole-life financing model, where the cost is 
covered by energy savings and reduced home maintenance costs.302 According to Green 
Alliance, at least 11 million UK homes are suitable for Energiesprong retrofits, including 
2.3 million social homes.303 However, in 2017 an Energiesprong retrofit cost £75,000, so 
the costs need to come down to increase demand for the model.304

Passivhausy An international standard, based on high levels of fabric performance, which 
delivers very low-energy buildings. Over 1000 Passivhaus buildings have been completed 
in the UK.305 The core focus of Passivhaus is to dramatically reduce the requirement 
for space heating and cooling, whilst also creating high indoor comfort levels. In a 
Passivhaus building thermal comfort is achieved through use of passive measuresy high 
levels of insulation with minimal thermal bridges; high level of airtightness; good indoor 
air quality; passive solar gains and internal heat sources.306

117. While the social housing sector is well-placed to provide leadership, the Government 
needs to provide targeted support to enable social landlords to do more.307 The National 
Infrastructure Commission recognised this and recommended in their National 
Infrastructure Assessment that £3.8 billion is allocated for energy efficiency improvements 
in social housing between now and 2030.308 Outside England, the Scottish Government is 
aiming to maximise the number of social rented homes achieving EPC Band B by the end 
of 2032. The Scottish Government has also set a minimum floor of EPC Band D from 2025 
below which no social house may be re-let.309 The Home Energy Efficiency Programme 
for Scotland (HEEPS) loan scheme for registered social landlords provides loans of up 
to £1 million to help social landlords carry out energy saving improvements for their 
housing stock.310 In June 2019, the Scottish Government announced a further £3.5 million 
in grant funding for social landlords to improve the energy efficiency of their properties.311

118. The Government wants the social housing tenure to be a “flag bearer” but has 
failed to set out a trajectory for the sector, let alone a policy framework. Social landlords 
have to balance supporting investment in energy efficiency and the limitations of cost 

300 Committee on Climate Change, UK Housingy Fit for the future? (Feb 2019), pp.43–44
301 Energiesprong, What is Energiesprong? (Accessed June 2019)
302 As above
303 Green Alliance, Reinventing retrofity How to scale up home energy efficiency in the UK (Feb 2019); Green 

Alliance (ENE0006)
304 As above
305 Passivhaus Trust (ENE0022)
306 As above
307 Q58 [Simmons]; Rockwool Ltd (ENE0038); Green Alliance (ENE0006); Institution of Engineering and Technology 

(ENE0040)
308 National Infrastructure Commission, National Infrastructure Assessment (July 2018), p.45
309 Scottish Government, Improved energy efficiency standards reducing bills (June 2019)
310 Scottish Government, Home Energy Efficiency Programmes for Scotlandy delivery report 2017–2018 (May 2019)
311 Scottish Government, Energy efficiency grants for social landlords (June 2019)

https://www.theccc.org.uk/wp-content/uploads/2019/02/UK-housing-Fit-for-the-future-CCC-2019.pdf
https://www.energiesprong.uk/about
https://www.green-alliance.org.uk/resources/reinventing_retrofit.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/94657.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95064.html
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/oral/97353.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95115.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/94657.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/written/95117.pdf
https://www.nic.org.uk/wp-content/uploads/CCS001_CCS0618917350-001_NIC-NIA_Accessible.pdf
https://www.gov.scot/news/improved-energy-efficiency-standards-reducing-bills/
https://www.gov.scot/publications/home-energy-efficiency-programmes-scotland-delivery-report-2017-18/
https://www.gov.scot/news/energy-efficiency-grants-for-social-landlords/
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recovery; ensuring future investment is not taken away from provision of new homes. 
We are concerned that the social housing sector is not going to be able to undertake 
more complex, expensive works without a change in policy or investment.

119. We recommend that the Government acts with urgency to agree a trajectory and 
strategy for the social housing minimum standards. We recommend that the Government 
carefully considers the recommendation of the National Infrastructure Commission to 
allocate £3.8 billion to social housing between now and 2030. If the Government does 
not accept this recommendation, it should clearly set out in its response to the National 
Infrastructure Commission an alternative approach to upgrading this tenure. Once 
the Government puts a delivery mechanism in place for the social housing tenure, we 
recommend that social landlords are required to have a 30-year plan showing how they 
will manage their stock to ensure the tenure is aligned with the UK’s climate obligations.
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6 New Build Properties

Zero Carbon Homes

120. The Government’s 2007 ‘Building a greener future: policy statement’ required all 
new homes to be ‘zero carbon’ by 2016.312 In July 2015, after nine years of discussions 
with housebuilders and the gearing up of the supply chain, the policy was dropped by 
the Treasury six months before its expected implementation in an attempt to speed up 
housebuilding.313 With the UK Government committed to building 1.5 million new 
homes by 2022,314 this decision is now having costly impacts. Not only have hundreds of 
thousands of homes that emit more than they need to been added to an already inefficient 
stock, but their occupants are paying over £200 per year more on their energy bills than 
they should—nearly three times the amount sought by the energy price cap.315 Since 2015, 
owners of new build homes in England have collectively paid more than £120 million in 
additional energy costs—a figure that will likely swell to more than £2 billion by 2020 as 
more new dwellings are occupied.316 As Lord Deben, Chairman of the CCC said, there 
was only one beneficiary of this policy:

The people who laughed all the way to the bank were the builders who 
decided in advance that the Government would never get on with that, 
never prepared for it and are still building houses that are, frankly, not 
suitable for today’s demands.317

121. We were dismayed to hear from Persimmon that it had lobbied the Government to 
ditch the zero carbon homes policy.318 Peter Jordan, Group Planning and Strategic Land 
Director, defended Persimmon’s position by telling us that the relaxation of standards had 
delivered a boost in housebuilding since 2015.319 But the UK’s largest developer, Barratt 
Developments’ group chief executive, David Thomas, stated that the scrapping of the 
standard had not been a “significant factor” in driving up their house building rates.320 
Persimmon’s own figures suggest that all of its new homes built in 2018 could have been 
developed to zero carbon standards for around £165 million.321 This is a small proportion 
of the £600 million paid out to its senior managers in bonuses that year,322 including 
the now infamous £75 million awarded to the Chief Executive, Jeff Fairburn—a telling 
indication of Persimmon’s priorities in respect of serving the interests of its customers as 
opposed to its senior staff.

312 Communities and Local Government, Building A Greener Futurey Towards Zero Carbon Development (Dec 2006)
313 HM Treasury, Fixing the foundationsy Creating a more prosperous nation (July 2015)
314 Department for Business, Energy and Industrial Strategy, Industrial Strategy - Construction Sector Deal, (July 

2018)
315 Energy & Climate Intelligence Unit, Zero Carbon Homesy How owners of new homes are paying over the odds 

for energy (Feb 2019)
316 As above
317 Q295 [Lord Deben]
318 Q244 - Q246 [Jordan]
319 Q270 - Q271 [Jordan]
320 Q270 [Thomas]
321 Q223, Q224 [Jordan]; Based on 16,499 new homes,  ero carbon cost of £10,000
322 As above

https://webarchive.nationalarchives.gov.uk/20120919183345/http:/www.communities.gov.uk/documents/planningandbuilding/pdf/153125.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/443898/Productivity_Plan_web.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/731871/construction-sector-deal-print-single.pdf
https://ca1-eci.edcdn.com/downloads/ECIU_Zero_Carbon_Homes_-compressed.pdf?mtime=20190605095610
https://ca1-eci.edcdn.com/downloads/ECIU_Zero_Carbon_Homes_-compressed.pdf?mtime=20190605095610
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/oral/98741.pdf
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http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/oral/98021.pdf
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http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/business-energy-and-industrial-strategy-committee/energy-efficiency/oral/98021.pdf
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Future Homes Standard

122. When already faced with the challenge of upgrading the energy performance of 
the entire housing stock, it is nonsensical to be continuously making the problem worse 
by allowing new homes to be built that will also need to be retrofitted. Housebuilders 
receive billions of pounds in taxpayer support through the Help to Buy scheme.323 These 
funds should not be used to build dwellings that will need to be retrofitted later at up 
to five times the cost of designing-in appropriate standards from the start.324 The CCC 
warned that for ultra-energy efficient fabric measures, the “prohibitively high retrofit 
costs (£20,000+) mean that this is unlikely to be done in practice.”325 Thus, designing 
efficient homes from the outset is a one-time opportunity.326 We therefore welcome the 
announcement in the 2019 Spring Statement that new homes will have to be built with low 
carbon heating systems and meet “world-leading levels of efficiency” by 2025.327 It is vital 
that the Government delivers this policy in full. Any efforts by housebuilders to dilute the 
standards need to be rebuffed by the Government.

123. However, we are disappointed that we may have to wait until 2025 for homes to be 
built with “world-leading levels of efficiency” when the UK’s two largest housebuilders 
confirmed they do not require a long lead in time to deliver higher standards.328 Barratt 
and Persimmon said that higher standards could viably be delivered within 18 months.329 
But with profit margins and shareholder returns the overriding priority for the majority of 
large housebuilders, they will not upgrade their standards without being required to do so 
by regulation. We recognise that there are some more progressive housebuilders who have 
indicated willingness to deliver higher standards at scale,330 but there is no commercial 
case to do so without a level playing field among all developers.

124. If new homes are to be built with “world leading” energy efficiency standards by 2025, 
legislation needs to be passed by 2022 at the very latest. This is because new standards only 
apply to buildings that do not have planning permission. If planning permission is already 
granted, builders can go on developing a site to previous standards as long as development 
begins within three years (discussed further below).331

125. The Government should utilise a range of policy drivers at its disposal to encourage 
early uptake. At a minimum the Government should put in place a compulsory ‘learning 
period’ from 2022 in a subset of properties in preparation for full-scale deployment by 
2025, to avoid the standard being haphazardly introduced. The future changes should 
comprise an obligation on the bigger housebuilders to undertake regional demonstration 
projects to show how they will achieve the standard. Scaling up before 2025 could drive 
down costs and drive learning for industry before full deployment as well as signal to 

323 Financial Times, Help to Buy offers biggest hand to housebuilders (March 2019)
324 Committee on Climate Change, UK Housingy Fit for the future? (Feb 2019)
325 As above, p.65
326 As above
327 HM Government, Spring Statement 2019y Written Ministerial Statement
328 Q276-Q277 [Adams; Thomas; Jordan]
329 Q276-Q277 [Adams; Thomas; Jordan]
330 Letter from UK Green Building Council in March 2018 to the then Secretary of State for Housing, Communities & 

Local Government and Secretary of State for Business, Energy & Industrial Strategy, calling on the Government 
to signal as soon as possible that by 2030 all new buildings should be ‘net  ero carbon’. This letter was signed by 
builders such as Barratt Developments, Berkeley Group, and Lendlease

331 HM Government, Section 91 of the Town and Country Planning Act 1990

https://www.ft.com/content/048fd632-3c14-11e9-b856-5404d3811663
https://www.theccc.org.uk/wp-content/uploads/2019/02/UK-housing-Fit-for-the-future-CCC-2019.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/785618/WMS_final_Commons.pdf
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https://www.ukgbc.org/wp-content/uploads/2018/03/Letter-to-Secretaries-of-State.pdf
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 Energy efficiencyy building towards net  ero 58

housebuilders that the Government is not going to blink this time round. The sooner the 
skills and materials are required at scale in the new build sector, the sooner costs will fall 
across the entire housing sector.

126. We welcome the announcement of a Future Homes Standard. Any attempts by 
housebuilders to water down the standard should be blocked by the Government. The 
only barrier precluding housebuilders developing to higher standards before 2025 is a 
preoccupation with profit margins and shareholder returns. Despite receiving billions 
in taxpayer funds, most housebuilders will only raise the energy standards of their 
stock if forced to do so. Progressive housebuilders who want to go further are being 
held back by the laggards who actively lobby the Government to boost their profits, 
rather than help meet carbon reduction obligations.

127. We recommend that the Government legislates for the Future Homes Standard as 
soon as practically possible—and by 2022 at the very latest—to guarantee that no more 
homes by 2025 are built that need to be retrofitted. We recommend that the Government 
considers policy drivers at its disposal to drive early uptake. At a minimum, the 
Government should put in place a compulsory ‘learning period’ from 2022 in a subset of 
properties in preparation for the full-scale deployment. The Government should oblige 
bigger housebuilders to undertake regional demonstration projects to show how they 
will achieve the standard.

Outdated regulatory standards

128. If the Future Homes Standard is to be delivered by 2025, loopholes that allow 
developers to build homes to outdated standards need to be closed urgently.332 The review 
of Building Regulations expected to take place later this year is the time to do so.333 As 
noted, development has to begin within three years of the date planning permission is 
granted, or else planning permission expires. But the broad definition of what it means 
for development to have ‘begun’, allows for minor work to be carried out in the first three 
years, with significant build happening years later.334 Building Regulations may have 
elapsed between permission granting and building completion, but developers are not 
required to update the standards they build to. This means homes are being built now to 
standards in place a number of years ago. Government data shows that 12 per cent of the 
homes built in 2018 were rated EPC C, whilst 7 per cent were rated D or below.335

129. The latest Building Regulations related to energy efficiency were set in 2013, with 
previous iterations in 2010 and 2006.336 We asked the three biggest housebuilders in the 
UK for the percentage of dwellings that they built in 2018 that do not comply with the 

332 For an in-depth discussion on the loopholes that require closing, seey Committee on Climate Change, UK 
housingy Fit for the future? (Feb 2019)

333 Department for Business, Energy and Industrial Strategy (ENE0069); A review of Part L (which covers 
conservation of fuel and power) and Part F (ventilation) of Building Regulations is expected in England and 
Wales in 2019 and 2020. A review of the energy standards of the Building Regulations in Scotland is also 
underway.

334 HM Government, Section 91 of the Town and Country Planning Act 1990
335 Ministry of Housing, Communities and Local Government, Live tables on Energy Performance of Buildings 

Certificates (2018)
336 Ministry of Housing, Communities & Local Government, Conservation of fuel and powery Approved Document L
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most recent 2013 regulations. We were surprised to hear that 62 per cent of homes that 
Persimmon built last year were to standards that pre-date the 2013 regulations,337 as were 
52 per cent of Taylor Wimpey’s338 and 47 per cent of Barratt’s.339

130. The housebuilders told us that they had made significant changes to the homes built 
to pre-2013 regulations to bring them closer in line with current standards, with some 
areas of their energy specifications being upgraded across all of the homes that they build.340 
But we have no way of verifying this information. It is unacceptable that the system leaves 
it open to developers to build to outdated standards—all within the law. If these loopholes 
are not closed it may be a very long time before we see any future improvement in standards 
coming to fruition. We are not impressed by housebuilders threatening that building to 
the most updated standards risks stalling development.341 When the new standards are 
introduced, they should be compulsory on all buildings, except where the builder can 
prove that it is truly the case that the build has gone so far that moving to new standards 
would be prohibitive.342

131. We also heard that when planning permission is given prior to 2013, housebuilders 
can use a prior to 2013 Standard Assessment Procedure (SAP) model to calculate the EPC 
that is provided to the homeowner.343 The data which is put in to an old engine typically 
produces a higher SAP score to the current version.344 Therefore, the EPC rating provided 
is overstated. EPCs last for 10 years. At the point that someone renews their EPC or goes 
to sell their house, they will likely see their SAP score drop. Not only are consumers being 
cheated, but the Government’s statistics on new build homes may also be overestimating 
their energy performance.

132. It is unacceptable that new developments are not always built to the latest building 
standards. The classification of what counts as a commenced building project is too lax. 
This provides developers with a loophole that allows them to claim a project is too far 
advanced to meet changes to Building Regulations. As a result, a substantial number 
of new homes are being built to outdated standards. If loopholes are not closed it will 
almost certainly be much later than 2025 before we actually see houses with “world-
leading” levels of energy efficiency built. The Government cannot continue pandering 
to housebuilders’ claims that delivering the latest standards would stall development. 
We recommend that the Government urgently closes those existing loopholes that allow 

337 Letter from Peter Jordan, Group Planning and Strategic Land Director, Persimmon, to the Chair of the BEIS 
Select Committee, Rachel Reeves MP (March 2019).

338 Letter from Jennie Daly, Group Operations Director, Taylor Wimpey, to the Chair of the BEIS Select Committee, 
Rachel Reeves MP (April 2019).

339 Q150 [Thomas]
340 Q166 [Thomas; Jordan]; Letter from Jennie Daly, Group Operations Director, Taylor Wimpey, to the Chair of the 

BEIS Select Committee, Rachel Reeves MP (April 2019). Letter from Peter Jordan, Group Planning and Strategic 
Land Director, Persimmon, to the Chair of the BEIS Select Committee, Rachel Reeves MP (April 2019); Letter 
from Keith Carnegie, Chief Executive, Bovis Homes Participation Division to the Chair of BEIS Select Committee, 
Rachel Reeves MP (April 2019).

341 Letter from Jennie Daly, Group Operations Director, Taylor Wimpey, to the Chair of the BEIS Select Committee, 
Rachel Reeves MP (April 2019). Letter from Peter Jordan, Group Planning and Strategic Land Director, 
Persimmon, to the Chair of the BEIS Select Committee, Rachel Reeves MP (April 2019). This was also the view of 
the Ministery Q464 [Perry]

342 This was also the view of Lord Deben [Q285]
343 Q158 [Adams]
344 As above
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homes to be built which do not meet the current minimum standards for new dwellings. 
The Government must ensure that the most recent building standards are complied with 
in all but exceptional circumstances.

133. Those who purchase homes that are built to outdated standards should not be 
provided with EPCs that are based on outdated modelling. This typically results 
in their energy efficiency rating being overstated, so when the home owner goes to 
renew their EPC they will find that they have been misled. We recommend that the 
Government requires that the EPC provided to the home purchaser must be the most 
current version.

The performance gap

134. The setting of higher energy efficiency standards needs to be matched with certainty 
that they will be met in practice. We currently have no such certainty. The Building 
Regulations regime for energy efficiency is a design-based compliance system. Developers 
need to demonstrate that their design complies with regulations, but do not need to show 
that the final building actually performs in accordance with the Building Regulations 
targets (other than an airtightness test).345 But there is a portfolio of evidence which 
demonstrates that there is a substantial gap between the modelled energy efficiency 
performance of dwelling as designed and their actual performance ‘as built’—the 
‘performance gap’.346 The performance gap on fabric heat loss has been found to in some 
cases be more than double the design value.347 The CCC stated “Assuming a central 
estimate that new build homes lose 50 per cent more heat than they should, closing the 
gap now could deliver £70-£260 in annual bill savings per household”.348

135. Selling houses that do not perform in line with the standards advertised is, in effect, 
mis-selling. Conveniently for housebuilders, the regulatory system provides no risk of 
discovery. Developers do not have to provide the information used for the SAP calculation 
to the purchaser or test the properties ‘as built’ performance. The house purchaser has no 
way of knowing what was ‘designed’, let alone whether the property operates to that energy 
efficiency standard in reality. Lord Deben argued that it should be “much more possible 
to sue a builder for selling you a house that is not what it says on the tin”349 We agree. We 
need a regulatory framework that ensures developers are bound to the standards that they 
advertise and provides a route to redress when these are not met.

136. We found no evidence to suggest that the large housebuilders are working to overcome 
the ‘performance gap’. This is hardly surprising, given that it is never tested, while more 
process and better-quality control will cost housebuilders more time and money. But 

345 Ministry of Housing, Communities & Local Government, Conservation of fuel and powery Approved Document L
346 Zero Carbon Hub, Carbon compliance for tomorrow’s new homes - Topic 4, closing the gap between designed 

and built performance (Aug 2010); Gupta, R., Kotopouleas, A. (2018) ‘Magnitude and extent of building fabric 
thermal performance gap in UK low energy housing’. Applied Energy, Vol. 222, pp. 673–686; Johnston, D., Miles-
Shenton, D., Farmer, D., (2015) Quantifying the domestic building fabric ‘performance gap’, Building Services 
Engineering Research and Technology, Vol. 36, pp.614–627; Innovate UK, Building Performance Evaluation 
Programmey Findings from domestic projects, Making design match reality (Jan 2016); Policy Connect, Bricks 
and watery A plan of action for building homes and managing water in England (June 2018); Passivhaus Trust 
(ENE0022); Tyndall Manchester (ENE0057)
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it is critical that the ‘performance gap’ is addressed immediately. We heard that there 
are larger carbon savings in closing the performance gap than making standards more 
onerous.350 This is not a reason against raising standards; rather it underlines what can be 
gained by eradicating the discrepancy. Furthermore, when homes are delivered with low 
carbon heat, if the fabric efficiency of the home under-performs, the impact on consumer 
bills will be greater than it is now. The cost per unit of energy through low carbon heating 
technologies is expected to be higher than gas. If homes have poor thermal efficiency and 
energy is unnecessarily wasted, the impact will be disproportionately greater on energy 
bills than it is currently with gas heating.351 This needs to be resolved to avoid unintended 
consequences of building homes with low carbon heating.

137. It is not sufficient for Building Regulations to delineate what builders should do, 
without any robust procedures that require builders to prove what they have done, their 
quality control purposes and to test whether the dwelling performs to the standard 
required. When we asked Barratt, Persimmon and Bovis whether they would be happy 
to test their ‘as built’ performance, they told us that in principle they would be if Building 
Regulations mandated it.352 Taylor Wimpey said, “Should a robust and implementable test 
of ‘as built’ performance be developed and mandated by Building Regulations, we would 
be happy to test our homes, however we are not currently aware of a suitable or reliable 
test that could be applied at volume.”353 We accept that there is more work to be done to 
introduce a test approach that is scalable. But it is unsurprising that companies are not 
queuing up to develop tests when there is no demand for them. We are confident that once 
there is demand, suitable tests will be made available.

138. It is highly regrettable that the Building Regulation regime enables developers 
to sell homes that do not meet the energy efficiency standards they advertise, with 
no risk of discovery. Currently, the house purchaser has no way of knowing what was 
‘designed’, never mind whether the property actually operates to that energy efficiency 
standard in practice. Developers should be bound to the standards they advertise, and 
consumers should be able to access redress when these are not met.

139. We recommend that the Government ensures the ‘as built’ performance of homes is 
better monitored. The Government should incentivise the voluntary take up of ‘as built’ 
testing while it puts in place a suitable framework for this to become mandatory. The 
direction of travel must be for the Government to mandate percentage level testing of 
‘as built’ thermal performance of new dwellings and for housebuilders to be required to 
publish their results.

140. We also recommend that the Government requires housebuilders to provide the 
information used for the Standard Assessment Procedure calculation to the purchaser. 
Should this be incorrect there is then a ‘risk of discovery’ and the housebuilder would be 
open to a legal claim through existing routes.

350 Q186 [Adams]
351 For unit prices of energy, seey Department for Business, Energy and Industrial Strategy, Updated Energy and 

Emissions Projections 2018 (April 2019); see alsoy Committee on Climate Change, UK housingy Fit for the future? 
(Feb 2019)

352 Qq188–193 [Thomas; Jordan]
353 Letter from Jennie Daly, Group Operations Director, Taylor Wimpey, to the Chair of the BEIS Select Committee, 

Rachel Reeves MP (April 2019).
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7 Commercial Buildings

Progress within the commercial sector

141. The Clean Growth Strategy recognised that improved business energy efficiency 
could deliver £6 billion in cost savings by 2030 and generate one of the single largest 
carbon-saving measures in the entire Strategy.354 Better fabric, Heating, Ventilation 
and Air Conditioning (HVAC) equipment, and energy management, is key to achieving 
these savings. But there is currently no detailed set of indicators to monitor the energy 
efficiency of commercial buildings.355 The piecemeal evidence that is available reveals 
scant sign of progress, with progress slower than in the residential sector.356 In the absence 
of policy interventions, the commercial sector is unlikely to invest in energy efficiency, 
even if investments are cost effective. The barriers to uptake are well documented: a lack 
of information; a lack of access to capital; high upfront costs and long payback periods; 
misaligned incentives between tenants and landlords; disruption to normal business 
activities; and competing investment demands within companies resulting in other 
business growth investments taking precedence.357

142. Over the years, a range of fiscal policies have been implemented by policy makers to 
stimulate energy efficient behaviour within the commercial sector, such as the Climate 
Change Levy, Climate Change Agreements, the Carbon Price Support, EU Emissions 
Trading Scheme and Enhanced Capital Allowances (scrapped in the 2018 budget).358 Whilst 
they all intend to encourage energy efficiency, stakeholders argued that the Government 
needs to rethink its approach as uptake is not reaching the pace required.359 We therefore 
welcome the Government’s consultation on a new energy efficiency scheme for small or 
medium-sized enterprise (SMEs) which comprise 99 per cent of businesses in the UK.360 
The call for evidence sets out a number of policy options, including the:

• introduction of auctions that third parties, such as energy efficiency installers, 
could bid into to deliver energy efficiency measures to smaller businesses;

• expansion of the Energy Company Obligation to smaller businesses;

• provision of greater access to finance options.

That said, the most popular fiscal incentive suggested by witnesses to drive demand 
for energy efficiency in the commercial sector (linking business rates to the energy 
performance of the property) was not mentioned in the consultation.361

143. In the intervening time, there are insufficient policy instruments in place to deliver 
the Government’s target for a 20 per cent increase in business energy productivity by 

354 HM Government, The Clean Growth Strategyy Leading the way to a low carbon future (Oct 2017)
355 Committee on Climate Change, Reducing UK emissionsy 2018 Progress Report to Parliament (June 2018), p. 93
356 As above; see alsoy Kingspan Insulation (ENE0060)
357 Energy UK (ENE0059)
358 For discussion on the withdrawal of the Enhanced Capital Allowances scheme, seey UK Green Building Council 

(ENE0042)
359 Q376 [Thackray]; Q372 [Bosteels]
360 Department for Business, Energy and Industrial Strategy, Energy efficiency scheme for small and medium si ed 

businessesy a call for evidence (March 2019)
361 For exampley Energy UK (ENE0059); Rockwool Ltd (ENE0038); E.ON (ENE0027); Q379 [Thackray]; Q380 [Holland; 

Bosteels]
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2030.362 The evidence submitted to our inquiry implies that the majority of businesses are 
not aware of the target, and those that are do not think it will be met.363 The Government’s 
failure to raise the salience of energy efficiency among businesses is particularly concerning 
given that we were simultaneously told that the 20 per cent target is not ambitious enough 
and will not place businesses on trajectory to deliver the carbon savings necessary to 
achieve the UK’s 2050 climate obligations.364 Witnesses called on the Government to 
aim for a 30 per cent reduction target by 2030, leading up to 40 per cent by 2035 and 
decarbonisation by 2050.365 The Confederation of British Industry (CBI) cautioned that 
the Government needs to create awareness of the current target, before assessing whether 
it is tough enough.366

144. Npower told us that they offered small business customers numerous ways to be more 
energy efficient, including incentives through their sales channels.367 But the response rate 
was low. In July 2018, the majority of SMEs that Npower consulted advised that energy 
saving devices were either a “nice to have” or “irrelevant”.368 This leads to the view that 
support to raise the energy efficiency of buildings occupied by SMEs will have limited 
success, unless underpinned by suitable regulations.

Regulatory framework

145. Currently, the main regulatory mechanism in place to drive energy efficiency 
improvements in the commercial sector is the Minimum Energy Efficiency Standards 
(MEES) for rented commercial buildings (60 per cent of commercial properties)—currently 
at EPC Band E.369 From April 2018, regulations were enforced upon the granting of a new 
lease, and from April 2023, will be extended to cover all leases.370

146. We heard from Tom Thackray, Director of Infrastructure and Energy, CBI, that this 
standard is “quite easily achievable” for commercial property owners and is “not stretching 
them hard enough”.371 Thus, progressively higher minimum energy efficiency standards 
in the commercial private rented sector, coupled with adequately resourced enforcement, 
and a well-publicised regulatory trajectory are key to driving energy efficiency in the 
business sector.372 This is also the view of the Green Finance Taskforce who recommended 
that the Government set a minimum energy standard of EPC B by 2035.373 Despite the 
importance of a clear trajectory to allow businesses to plan and make relevant investment 
decisions, there is currently no roadmap for the sector. We were also warned that issues 
concerning the implementation and enforcement of the commercial MEES are “as 

362 HM Government, The Clean Growth Strategyy Leading the way to a low carbon future (Oct 2017); Committee on 
Climate Change, Reducing UK emissions – 2018 Progress Report to Parliament (June 2018)
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concerning as they are in the residential sector”, exacerbated by low awareness of the 
regulations among smaller businesses.374 In their written evidence, BEIS stated that it will 
publish a consultation on a future non-domestic trajectory in early 2019.375 A consultation 
has still not been published.

147. It is also important to note that the MEES regulations only apply to rented commercial 
properties. Once the Government has put in place incentives and finance options to support 
businesses which operate within their own premises to make energy efficiency upgrades, 
backstop regulations should be implemented, extending the minimum standards to non-
rented commercial properties at the point of sale.376

148. The market is not delivering change at the pace needed within the commercial 
sector and neither is the current regulatory framework. The Government should act 
swiftly to agree a trajectory for the ratcheting up of the Minimum Energy Efficiency 
Standards for commercial buildings. We recommend that the Government assesses the 
viability in raising the Minimum Energy Efficiency Standards for rented commercial 
properties to EPC Band B by 2035, with milestones of D and C in the lead up time.

Operational ratings

149. As discussed in Chapter 6, the current regulatory framework for buildings focuses 
on how they are modelled to perform, rather than how they really perform ‘in operation’. 
The MEES regulations only focus on the design of a building and do not assess how a 
building performs in use which can be demonstrably worse than compliance with 
Building Regulations would imply.377 We are concerned that the continued strengthening 
of the MEES regulations, if in isolation, will not bring about the full energy efficiency 
potential available for commercial buildings.378 Rather, it risks perpetuating a “design-
for-compliance culture” where buildings are designed to meet the required compliance 
standard, with negligible attention paid to how the building actually performs.379

150. Witnesses called on the Government to require the public disclosure of operational 
energy data and the use of rating tools that focus on performance outcomes.380 There 
is strong evidence from the National Australian Built Environment Rating System 
(NABERS) scheme that mandatory operational ratings can successfully reduce energy 
use.381 Since the schemes mandatory introduction in 2010/11, the average energy intensity 
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of Australian rated offices has improved by 28 per cent.382 Such an approach could 
supplement minimum standards by offering a review process to ensure that the design of 
the building performs as planned.383

151. The strengthening of design ratings will not deliver the full energy efficiency 
potential available for commercial buildings. There is strong evidence that mandatory 
operational ratings can successfully reduce energy use. We recommend that the 
Government moves to the public disclosure of operational energy data for the commercial 
sector, and the use of rating tools that focus on performance outcomes, from 2020.

Energy Saving Opportunities Scheme

152. The Energy Saving Opportunities Scheme (ESOS) is a mandatory requirement upon 
qualifying large organisations to carry out energy efficiency assessments once every four 
years.384 These assessments are audits of the energy used by their buildings, industrial 
processes and transport to identify cost-effective energy saving measures. But there is no 
legal requirement to implement the recommendations made. We are concerned that the 
scheme is viewed by businesses as an “administrative burden”, rather than an opening to 
realise energy bill savings.385 Measuring the success of ESOS has proved challenging due 
to a lack of public information on the scheme.386 Nonetheless, available evidence indicates 
that just five per cent of businesses are taking forward the audit’s recommendations in 
full.387 Stakeholders recommended that the Government mandates that improvements 
identified by the audit are installed.388

153. The Government should improve the Energy Saving Opportunities Scheme 
(ESOS) so that it is more obviously geared towards driving business investment in 
energy efficiency. We recommend that the Government requires ESOS audits to be 
publicly available and to mandate that businesses in scope of ESOS demonstrate that 
they have acted on the energy saving opportunities identified.

New Build Commercial Buildings

154. As discussed in Chapter 6, the Government recently announced a Future Homes 
Standard that will require homes to be built with “world-leading levels of energy efficiency” 
by 2025.389 We were disappointed that an equivalent 2025 standard for new commercial 
buildings was not also announced.390 The Government has not provided a justification 
for not upgrading the energy efficiency standards for new commercial buildings. It is 
important that the upcoming review of Building Regulations facilitates this.

155. We see no reason why the “world leading” levels of energy efficiency that will 
be provided by the Future Homes Standard cannot be extended to new commercial 
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buildings. In the upcoming review of Building Regulations, we recommend the inclusion 
of an equivalent energy efficiency standard for the development of commercial buildings, 
not just homes. By 2025, no new commercial buildings should be built that will require 
energy efficiency retrofits.
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Conclusion
156. Energy efficiency needs to be addressed now if the UK is to have any chance of 
meeting its fourth and fifth carbon budgets, let alone net zero carbon emissions by 2050. 
Evidence on how crucial energy efficiency investment is for meeting climate obligations, 
eradicating fuel poverty and lowering bills is not new, it is well-known. Despite the 
Government setting ambitious energy efficiency targets and accepting that there are 
substantial returns on energy efficiency investment, public investment in energy efficiency 
has shrunk and the rate of installations has gone backwards. The Government is presiding 
over a failing policy. It needs to be revived. The current approach, in which market forces 
are left to deliver energy efficiency, needs to be augmented by decisive and far-reaching 
Government action.

157. There is general consensus among Government advisory bodies, and almost all 
external stakeholders, including industry, on what needs to be done. The policies we 
advocate are not radical but are based on successful examples elsewhere. The problem 
is not a lack of evidence on how to stimulate energy efficiency uptake. There is simply a 
lack of political will. The recommendations we set out, if taken forward, will help put the 
Government on the path to meeting its own rhetoric on energy efficiency. These include: 
confirming energy efficiency as a national infrastructure priority, underpinned by sufficient 
and sustained central Government funding; placing local authorities in the driving seat 
to deliver fuel poverty schemes; employing a comprehensive package of incentives and 
finance mechanisms for the ‘able to pay’ market; implementing robust regulation; and the 
provision of local energy advice and sufficient quality assurance standards. Ultimately, 
the way to do more is not to do less.
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Conclusions and recommendations

Energy efficiency and net  ero

1. A major upgrade of the energy performance of the UK’s entire building stock will be 
a fundamental pillar of any credible strategy to reach net zero emissions, to address 
fuel poverty and cut energy bills. (Paragraph 7)

Delivering Residential Energy Efficiency

2. It is unacceptable that 18 months after publishing the Clean Growth Strategy the 
Government is yet to define the condition of “where practical, cost-effective and 
affordable” that it pinned to the EPC Band C targets. This serious flaw creates policy 
ambiguity that requires clarification. We recommend that the Government in the 
first instance sets out the proportion of houses it deems “practical”, “cost-effective” and 
“affordable” to upgrade to EPC Band C, as well as clear definitions of what these terms 
mean to provide clarity and accountability. (Paragraph 14)

3. The 95 per cent drop in insulation rates since 2012 demonstrates that progress 
has slowed to walking pace. The average annual rate at which homes undertake 
significant energy performance improvements in the UK needs to increase by a 
factor of seven. If the Government is serious about meeting the energy efficiency 
aspirations it set out in the Clean Growth Strategy, it needs to rapidly shift a number 
of policy gears in order to achieve this rate of acceleration. (Paragraph 20)

4. It is unacceptable for the Government to use the Energy Company Obligation 
(ECO) to mask its lack of commitment towards energy efficiency. The disparity 
between the public money invested per capita in England to support households to 
make energy efficiency improvements compared to what is made available in the 
rest of the UK implies that the Government considers it less of a priority than its 
counterparts in the devolved administrations. We encourage the Government to 
view energy efficiency as a public good that can unlock a full suite of public benefits, 
rather than a cost to diminish or outsource. (Paragraph 27)

5. There is a clear and considerable investment shortfall to meeting the Government’s 
energy efficiency targets. If the Government does not address this deficit, it is 
likely to end up in contravention of statutory fuel poverty and climate targets. The 
Government cannot rely on market mechanisms alone to bridge the gap. There are 
upfront costs, but BEIS itself accepts that there are significant long-term returns on 
energy efficiency investment. (Paragraph 31)

6. Only with HM Treasury backing will enough upfront investment be made available 
to meet the UK Government’s EPC targets. We are concerned that BEIS will fail 
to secure investment for energy efficiency at the forthcoming Comprehensive 
Spending Review if it does not have a sufficient grasp of what its own EPC targets 
mean in practice, nor the required costs to meet them. We are also concerned 
that the Government will use the caveat of where “practical, cost-effective and 
affordable” that it affixed to its EPC targets as a vehicle to circumvent upfront costs. 
If the Government will not back energy efficiency, one of the cheapest measures to 
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reduce emissions, it will not bode well for the other, costlier actions required for 
decarbonisation. The Spending Review will provide a litmus test for whether the 
Government is serious about energy efficiency, and in turn net zero. (Paragraph 34)

7. We recommend that BEIS sets out with greater precision how much total capital 
investment will be required to meet its EPC Band C targets, as the range of the current 
estimate is too wide to be helpful. We strongly recommend that the Government does 
not use the caveat it attached to its EPC Band C targets as a means to minimise costs, 
and instead the Government’s ambition should meet what is required to reach the 
goals of the Paris Agreement. (Paragraph 35)

8. We also recommend that BEIS determines how much public funding will be needed 
to leverage enough private investment and to consider the available evidence which 
indicates that a minimum of £1 billion per year of additional public capital investment 
will be necessary. We further recommend that BEIS strongly makes the case for 
energy efficiency and negotiates with HM Treasury ahead of the Spending Review to 
guarantee that adequate investment is secured to resuscitate the Government’s efforts 
to meet its EPC targets. (Paragraph 36)

9. The ambition of the Paris Agreement obliges rapid intervention in almost every 
building in the country. We do not see how a task of this enormity can be accomplished 
without energy efficiency being designated as an infrastructure priority. The 
Scottish Government recognised this in 2015 and is already delivering energy 
efficiency improvements through a long-term and properly funded infrastructure 
programme. (Paragraph 45)

10. Treating energy efficiency as a national infrastructure priority is more than just 
signalling. It can transform the mindsets of policymakers and position energy 
efficiency as a public good that requires clear, coherent, coordinated governance 
arrangements, targets, a long-term action plan as well as sustained Government 
funding. It would ensure that energy efficiency is consistently classified as investment 
rather than expenditure in Government accounting, allowing for appraisals that put 
it on a level playing field with other infrastructure projects. It is crucial to overcoming 
a disjointed policy landscape and would signal to the market that energy efficiency 
is a wise long-term investment. (Paragraph 46)

11. We recommend that the Government follows the advice of the Committee on Climate 
Change—and almost all stakeholders in the sector—to treat the energy efficiency of 
all buildings across the UK as a national infrastructure priority and implements the 
policies to reflect this. (Paragraph 47)

12. A more comprehensive assessment by the National Infrastructure Commission 
is required on the funding needed to deliver an energy efficiency infrastructure 
programme. It is crucial that this assessment takes into account the Government’s 
fuel poverty and carbon reduction targets. We recommend that the Government 
asks the National Infrastructure Commission to produce a dedicated report on energy 
efficiency that quantifies the investment needed to meet its EPC targets. (Paragraph 49)
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Fuel Poverty Policy

13. The Energy Company Obligation (ECO) has value in delivering low-cost measures, 
but it should not operate in isolation. ECO is underfunded, and those most in need 
may be neglected under current targeting, or unable to access ECO as the top-up 
funds are prohibitively high. To ensure the Government’s fuel poverty ambitions are 
met, additional schemes to complement ECO will be needed. (Paragraph 59)

14. We conclude that central funding for fuel poverty is needed. We recommend that the 
Government follows the example of the devolved nations by supplementing ECO with 
central Government funding for fuel poverty. (Paragraph 64)

15. We appreciate that devolving greater responsibility for fuel poverty would represent 
an added requirement for local authorities at a time when their resources are 
stretched. However, the examples of local schemes, including some in England, make 
it clear that devolving greater responsibility for fuel poverty to local authorities can 
be a success. The Government needs to properly resource local authorities to enable 
the progress made elsewhere to be replicated. (Paragraph 69)

16. Different areas have different fuel poverty challenges, and local authorities are best 
placed to tailor and target support to where it is most needed. We recommend that 
the Government develops a formula to allocate central funding to local authorities 
based on need. Local authorities should be subject to a new statutory requirement to 
spend these funds on energy efficiency in vulnerable homes but should retain flexibility 
in how they do so. (Paragraph 70)

17. It is vital that no fuel poor home should fall through the gaps if they are not 
identified by either their energy supplier or their local authority for assistance on 
energy efficiency. We recognise the value of Wales’ Nest and Scotland’s Warm 
Homes schemes in providing a safety net of national funding to which all fuel poor 
homes can apply. We recommend the Government establishes a central national fund 
to provide access to assistance for all low-income, vulnerable and fuel poor homes. 
(Paragraph 74)

18. It is disingenuous of the Government to include the Warm Homes Discount in 
the energy efficiency fuel poverty figures as this distorts evidence of progress and 
obscures the true number of households that will be missed under the Government’s 
2030 statutory target. We recommend that the Government no longer counts the 
Warm Homes Discount towards fuel poverty energy efficiency targets. (Paragraph 77)

19. Funds for lowering energy bills should be targeted in a cost-effective way and should 
seek to achieve lasting change. In principle, we are in favour of refocusing the 
Winter Fuel Payment to those most in need. However, we recognise that unintended 
consequences, such as high administrative costs, may limit the cost effectiveness of 
any change. We recommend that the Government assesses the value of refocusing the 
Winter Fuel Payment to those most in need and using any savings to invest in energy 
efficiency programmes for fuel poor households. (Paragraph 79)

20. Over two years after the publication of the Each Home Counts review, the Government 
has no excuse for the delays in implementing all of the recommendations. The longer 
the Government neglects this issue, the more people are at risk from sub-standard 
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interventions in their homes. We recommend the Government immediately brings 
forward the necessary secondary legislation requiring ECO funds to be spent only with 
companies accredited by the new Trustmark quality scheme. We recommend that the 
Government puts in place the necessary monitoring and feedback mechanisms to 
ensure that the Trustmark scheme is operating effectively to provide consumers with 
adequate protection. (Paragraph 84)

21. A system to provide personalised and tailored advice is vital for the building of 
public engagement and consumer trust in energy efficiency. We recommend the 
Government implements the other recommendations of the Each Home Counts 
review, including expanding the information hub to provide access to trained advisors 
who can give customers tailored and personalised support. (Paragraph 87)

Able to pay

22. The Government’s announcement in July 2019 of a £5 million Green Home Finance 
Innovation Fund is woefully inadequate to stimulate demand for energy efficiency 
within the ‘able to pay’ sector and drive the scale of supportive action needed by the 
financial sector. The Government’s lack of ambition is particularly disappointing 
given international evidence that attractive finance and incentives have the 
potential to pay for themselves through VAT alone. It is also regrettable that the 
Government’s Green Finance Strategy rejected the Green Finance Taskforce’s key 
recommendation of linking Stamp Duty to energy efficiency. We remain none the 
wiser as to how the Government intends to meet its target for all homes to reach 
EPC Band C by 2035 without providing sufficient incentives for the market to grow. 
At present, this remains an empty commitment. (Paragraph 100)

23. We recommend that the Government publishes its energy efficiency ‘Action Plan’ 
without further delay to explain how it intends to meet its EPC Band C 2035 target. 
We recommend that the ‘Action Plan’ drastically increases the £5 million allocated to 
the Green Home Finance Innovation Fund, to underpin a coordinated demonstration 
programme that tests a comprehensive and varied package of incentives and 
finance mechanisms for the ‘able to pay’ market. This should include a Stamp Duty 
incentive and low-interest loans, in addition to green mortgages. This demonstration 
programme needs to go well beyond the Green Home Finance Innovation Fund to be 
delivered at scale. We further recommend that the Government engages seriously with 
the retail banks to put in place the necessary enticements to ensure that attractive 
energy efficiency products that can be delivered on a nationwide basis are developed. 
(Paragraph 101)

The Rented Sector

24. The Government should be more resolute in its approach to regulating the energy 
efficiency of the private rented sector, so only exceptional and exorbitant costs can 
be avoided by landlords. We are concerned that current ceiling of £3,500 that is 
attached to the Minimum Energy Efficiency Standards (MEES), allowing landlords 
to claim an exemption if works exceed this level, seriously restricts the scope of the 
regulations. We therefore recommend that the Government raises the current cost cap 
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attached to the private sector regulations to £5,000 so the regulations achieve closer 
to the 70 per cent upgrade of the lowest rated properties that was envisaged when first 
developed. (Paragraph 109)

25. We welcome the Government’s strengthening of the Minimum Energy Efficiency 
Standards, but with strained local budgets and competing priorities, we are 
concerned that there is weak enforcement of the regulations by local authorities, 
making them effectively valueless. We recommend that the Government rigorously 
monitors enforcement of the regulations and properly resources local authorities to 
ensure that they have capacity to impose the standards. (Paragraph 113)

26. The Government wants the social housing tenure to be a “flag bearer” but has failed 
to set out a trajectory for the sector, let alone a policy framework. Social landlords 
have to balance supporting investment in energy efficiency and the limitations of 
cost recovery; ensuring future investment is not taken away from provision of new 
homes. We are concerned that the social housing sector is not going to be able to 
undertake more complex, expensive works without a change in policy or investment. 
(Paragraph 118)

27. We recommend that the Government acts with urgency to agree a trajectory and 
strategy for the social housing minimum standards. We recommend that the 
Government carefully considers the recommendation of the National Infrastructure 
Commission to allocate £3.8 billion to social housing between now and 2030. If 
the Government does not accept this recommendation, it should clearly set out in 
its response to the National Infrastructure Commission an alternative approach to 
upgrading this tenure. Once the Government puts a delivery mechanism in place for 
the social housing tenure, we recommend that social landlords are required to have a 
30-year plan showing how they will manage their stock to ensure the tenure is aligned 
with the UK’s climate obligations. (Paragraph 119)

New Build Properties

28. We welcome the announcement of a Future Homes Standard. Any attempts by 
housebuilders to water down the standard should be blocked by the Government. The 
only barrier precluding housebuilders developing to higher standards before 2025 
is a preoccupation with profit margins and shareholder returns. Despite receiving 
billions in taxpayer funds, most housebuilders will only raise the energy standards 
of their stock if forced to do so. Progressive housebuilders who want to go further 
are being held back by the laggards who actively lobby the Government to boost 
their profits, rather than help meet carbon reduction obligations. (Paragraph 126)

29. We recommend that the Government legislates for the Future Homes Standard 
as soon as practically possible—and by 2022 at the very latest—to guarantee that 
no more homes by 2025 are built that need to be retrofitted. We recommend that 
the Government considers policy drivers at its disposal to drive early uptake. At a 
minimum, the Government should put in place a compulsory ‘learning period’ 
from 2022 in a subset of properties in preparation for the full-scale deployment. The 
Government should oblige bigger housebuilders to undertake regional demonstration 
projects to show how they will achieve the standard. (Paragraph 127)
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30. It is unacceptable that new developments are not always built to the latest building 
standards. The classification of what counts as a commenced building project is too 
lax. This provides developers with a loophole that allows them to claim a project is 
too far advanced to meet changes to Building Regulations. As a result, a substantial 
number of new homes are being built to outdated standards. If loopholes are not 
closed it will almost certainly be much later than 2025 before we actually see houses 
with “world-leading” levels of energy efficiency built. The Government cannot 
continue pandering to housebuilders’ claims that delivering the latest standards 
would stall development. We recommend that the Government urgently closes 
those existing loopholes that allow homes to be built which do not meet the current 
minimum standards for new dwellings. The Government must ensure that the most 
recent building standards are complied with in all but exceptional circumstances. 
(Paragraph 132)

31. Those who purchase homes that are built to outdated standards should not be 
provided with EPCs that are based on outdated modelling. This typically results 
in their energy efficiency rating being overstated, so when the home owner goes to 
renew their EPC they will find that they have been misled. We recommend that the 
Government requires that the EPC provided to the home purchaser must be the most 
current version. (Paragraph 133)

32. It is highly regrettable that the Building Regulation regime enables developers to 
sell homes that do not meet the energy efficiency standards they advertise, with 
no risk of discovery. Currently, the house purchaser has no way of knowing what 
was ‘designed’, never mind whether the property actually operates to that energy 
efficiency standard in practice. Developers should be bound to the standards they 
advertise, and consumers should be able to access redress when these are not met. 
(Paragraph 138)

33. We recommend that the Government ensures the ‘as built’ performance of homes is 
better monitored. The Government should incentivise the voluntary take up of ‘as 
built’ testing while it puts in place a suitable framework for this to become mandatory. 
The direction of travel must be for the Government to mandate percentage level testing 
of ‘as built’ thermal performance of new dwellings and for housebuilders to be required 
to publish their results. (Paragraph 139)

34. We also recommend that the Government requires housebuilders to provide the 
information used for the Standard Assessment Procedure calculation to the purchaser. 
Should this be incorrect there is then a ‘risk of discovery’ and the housebuilder would 
be open to a legal claim through existing routes. (Paragraph 140)

Commercial Buildings

35. The market is not delivering change at the pace needed within the commercial 
sector and neither is the current regulatory framework. The Government should 
act swiftly to agree a trajectory for the ratcheting up of the Minimum Energy 
Efficiency Standards for commercial buildings. We recommend that the Government 
assesses the viability in raising the Minimum Energy Efficiency Standards for rented 
commercial properties to EPC Band B by 2035, with milestones of D and C in the lead 
up time. (Paragraph 148)
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36. The strengthening of design ratings will not deliver the full energy efficiency 
potential available for commercial buildings. There is strong evidence that 
mandatory operational ratings can successfully reduce energy use. We recommend 
that the Government moves to the public disclosure of operational energy data for the 
commercial sector, and the use of rating tools that focus on performance outcomes, 
from 2020. (Paragraph 151)

37. The Government should improve the Energy Saving Opportunities Scheme (ESOS) 
so that it is more obviously geared towards driving business investment in energy 
efficiency. We recommend that the Government requires ESOS audits to be publicly 
available and to mandate that businesses in scope of ESOS demonstrate that they 
have acted on the energy saving opportunities identified. (Paragraph 153)

38. We see no reason why the “world leading” levels of energy efficiency that will be 
provided by the Future Homes Standard cannot be extended to new commercial 
buildings. In the upcoming review of Building Regulations, we recommend the 
inclusion of an equivalent energy efficiency standard for the development of commercial 
buildings, not just homes. By 2025, no new commercial buildings should be built that 
will require energy efficiency retrofits. (Paragraph 155)
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Draft Report (Energy efficiency: building towards net zero), proposed by the Chair, brought 
up and read.

Ordered, That the draft Report be read a second time, paragraph by paragraph.

Paragraphs 1 to 157 read and agreed to.

Summary agreed to.

Resolved, That the Report be the Twenty-first Report of the Committee to the House.

Ordered, That the Chair make the Report to the House.

Ordered, That embargoed copies of the Report be made available, in accordance with the 
provisions of Standing Order No. 134.

[Adjourned till Tuesday 16 July at 10 am
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