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Foreword

Eradicating fuel poverty has become a real challenge for government, fuel suppliers and for others
working in the fuel poverty area. The 2016 target date to end fuel poverty in Scotland is now on
the horizon and progress is often hard to measure accurately. There are a number of different
programmes all working towards the same end and often in isolation of each other. The fundamental
guestions are: what works, what is best practice and what do future programmes need to deliver
if government targets are to be realised. Energy Action Scotland (EAS) has a reputation for bringing
forward examples of best practice to inform and aid the design and delivery of fuel poverty
programmes. This report aims to do this and to show what is effective in tackling fuel poverty in
Scotland.

The report draws on the experiences of projects, operating mainly in Scotland but also elsewhere,
to make recommendations to government and suppliers and to make proposals for the shape of
future fuel poverty programmes.

With decisions on the next Spending Review to be made soon and with Ofgem and DEFRA making
decisions on the future of the Energy Efficiency Commitment (EEC) for the period 2008 to 2011,
the time is right for EAS to again influence and lead the debate on the future of fuel poverty
programmes.

EAS is grateful for the support of National Grid in funding this research and the publication of this
report. Without this generous support EAS would have been unable to undertake this work.

Norman Kerr
Director, Energy Action Scotland



Executive Summary

This report sets out the different fuel poverty initiatives that are currently in place
in Scotland, evaluates their effectiveness in eliminating fuel poverty and illustrates
examples of pilot initiatives that could be replicated in other areas of Scotland.
The recent rise in fuel prices has wiped out much of the progress that has been
made towards meeting fuel poverty targets in Scotland and measures need to be
put in place to fuel poverty proof and future proof the Scottish housing stock.
The following recommendations are aimed at addressing this:

® The two Scottish Executive schemes (Warm Deal and Central Heating Programme)
and the utilities' schemes, currently EEC2, should be combined into one scheme
in order to achieve maximum benefit. There is considerable overlap between
EEC and Warm Deal. Economies of scale and a more holistic approach could
be achieved by combining these.

® The remote rural areas and hard (or expensive) to treat housing present a major
challenge but this report contains examples of successful innovative schemes
which could be replicated in other parts of Scotland. There are examples of
renewable energy technologies, community heating schemes, combined heat
and power (CHP) systems and health referral schemes currently operating in
Scotland and it has been demonstrated that these schemes have a positive
impact on fuel poverty.

® The skills sector has serious problems meeting the current demand and there
is a need for sustainable funding and consistency if installation companies are
to invest in the training and recruitment programmes that will be required to
meet future demands.

® Household income is a major factor contributing to fuel poverty and this report
recommends including a regional weighting to the Winter Fuel Payments to
address the fact that the Scottish heating season is much longer than in the
rest of the UK and heating costs are proportionally higher.

® Support is needed to develop the demand side of the biomass and bio-diesels
industry if the full potential for developing this sector is to be realised.

® Energy companies need to adopt a proactive approach to identifying their fuel
poor customers and the new social tariffs and trust funds should be advertised
widely in order to encourage maximum take-up.

® There has been some criticism of the current energy regulatory framework and
this should now be reviewed to ensure that there are no unnecessary barriers
to the development of energy efficiency and renewable energy initiatives.




Introduction
Energy Action Scotland

Energy Action Scotland (EAS) is the national
charity which aims to eliminate fuel poverty by
raising awareness of fuel poverty, particularly
as it affects low income households;

® maintaining fuel poverty as a national issue
of high priority;

® working towards affordable warmth for all;

identifying effective solutions which can
transform cold, damp houses into warm, dry
homes;

® researching fuel poverty and related issues
in order to provide in-depth understanding
of the causes and effects and to promote
best practice; and,

® securing public and private investment in
domestic energy efficiency initiatives.

EAS also provides guidance and practical
solutions to the problems of cold, damp,
expensive to heat homes. The organisation does
this through delivery of practical projects and
the promotion of best practice. EAS also sits on
the Scottish Executive's Fuel Poverty Forum.

Project Aims

The current knowledge of best practice in fuel
poverty is several years old and no formal cross-
cutting review of the current schemes has been
carried out for a number of years. With the two
main Scottish Executive-funded schemes to
tackle fuel poverty coming to an end at the end
of March 2006, it is the ideal time to evaluate
their success and look at ways these and other
schemes could be improved. Therefore, with
support from National Grid, EAS decided to
undertake a Best Practice in Fuel Poverty Report.

This report will examine both the main
programmes and initiatives and some innovative
pilot schemes in Scotland aimed at tackling fuel
poverty via energy efficiency measures. It is
hoped the conclusions drawn will be used to
influence the thinking of politicians and
programme designers, promote the best parts
of schemes and encourage the roll-out and
replication of effective pilot initiatives currently
operating in Scotland.

Background

According to the Scottish House Condition
Survey 2002, an estimated 286,000 households
in Scotland are fuel poor. Fuel poverty is the
inability to afford adequate warmth in the home,
usually defined as having to spend 10% or
more of income on fuel bills. The causes are a
combination of poor energy efficiency of the
dwelling, low disposable household income and
the high price of domestic fuel. Of these, the
first is a matter devolved to the Scottish
Parliament; the other two are matters reserved
to the UK Government. For those living in fuel
poverty, the consequences are misery,
discomfort, ill health and debt. It often means
choosing between essential household items
or living in an adequately heated home.

Scotland faces particular problems unique from
the rest of the UK:

® |n 2003 average earnings in Scotland were
almost 12% lower than in England'.

® Due to the difference in climate, Scotland
has a much longer heating season and a
home in the north of Scotland can spend
68% more on fuel use than in the south of
England?, due mainly to the heating season
differential.

® Scotland also has a large number of
properties that are off the gas grid and which
are likely to remain so; some 33% of homes
in Scotland have no gas. Research3
undertaken by the Fuel Poverty Advisory
Group (FPAG) for England shows the most
effective measure for removing a household
from fuel poverty is to fit a gas central heating
system. This has been confirmed by research#
on the Scottish Executive's Central Heating
Programme, which found that the installation
of central heating and energy efficiency
measures removed 87 % of households from
fuel poverty. However many fuel poor
properties are in rural and remote areas,
where the cost of providing a gas supply
would be uneconomic. These areas are then
forced to use more expensive fuels to heat
and provide power to their homes. This
contributes to the overall differential cost of
heating a home in Scotland

1 Percentage calculated from figures in ‘Patterns of pay: results of the 2003 new earnings survey', Office for National Statistics
2 'Fuel Expenditure on Heating - Climactic Variation', Digest of United Kingdom Energy Statistics, DTI 1995

3 'Second Annual Report, 2003/4', Fuel Poverty Group Advisory Group (for England)

4 ‘'Impact of the Central Heating Programme on Tackling Fuel Poverty: Survey of Households Included in 2001 - 2002', Bill

Sheldrick and David Hepburn, Alembic Research



® A further factor is the Scottish housing stock. The tenure mix has changed
dramatically over the last 15 years with an almost complete reversal in figures,
whereby 70% of all housing stock is now considered to be owner occupied
or privately rented - a change from the 70% being owned by local authorities
prior to the right to buy legislation of 19815. Many of those who bought their
council properties are now seen as asset rich but cash poor, often being unable
to maintain their homes in a satisfactory manner.

® Scottish housing differs significantly from that found in England. While both
countries have a similar proportion of properties with cavity walls (70% in
England, 67% in Scotland), Scotland has 23% traditional sandstone or granite
houses, with 10% of dwellings classified as 'non-traditional’, split between
concrete, timber and metal-framed housing®. All these types of property are
'hard-to-treat" in energy efficiency terms.

® Around 25% of all homes in Scotland do not have a loft, due to the large
number of flatted and tenemental properties that are prevalent in many of our
cities and towns.

Defining Fuel Poverty

Section 95 of the Housing (Scotland) Act 2001 defines fuel poverty as being a
household living in a home which cannot be kept warm "at reasonable cost". A
household deemed to be in fuel poverty is more specifically defined as one which
spends more than 10% of its disposable income on fuel.

In 2002, the Scottish Executive adopted the following definition of fuel poverty?:

"A household is in fuel poverty if, in order to maintain a satisfactory heating
regime, it would be required to spend more than 10% of its income (including
Housing Benefit or Income Support for Mortgage Interest) on all household fuel

use.

In doing so, the Scottish Executive has followed the definition used in the UK Fuel
Poverty Strategy.

Due to differing opinions on whether to include Housing Benefit and Income
Support for Mortgage Interest, the Scottish Executive also agreed to monitor
progress on the following definition of fuel poverty:

"A household is in fuel poverty if, in order to maintain a satisfactory heating
regime, it would be required to spend more than 10% of its income (excluding
Housing Benefit or Income Support for Mortgage Interest) on all household fuel

use.

EAS believes that disposable income should be calculated after housing costs have
been deducted, since the householder has little opportunity to influence the cost
of housing and including this in the equation falsely inflates the level of income
that is available to the household to purchase fuel and other essentials. Moreover,
including school milk, free school meals, community care grants and funeral
payments in the calculation of income, does not give an accurate picture of
disposable income and therefore of the incidence and severity of fuel poverty.

This issue is important when it comes to calculating fuel poverty figures since
according to the Scottish House Condition Survey (SHCS) 2002, income is the
biggest factor in taking people out of fuel poverty. The SHCS 2002 data shows
that the number of households in fuel poverty in Scotland fell from 738,000

5  Figures derived from the Scottish House Condition Survey 1991, 1996 and 2002

6  'Energy Efficiency in Scotland’, Energy Efficiency Partnership for Homes, 12 January 2005
http://www.est.org.uk/partnership/energy/index.cfm?mode=view&news_id=295

7  Scottish Fuel Poverty Statement (August 2002)




(35%) in 1996 to 286,000 (13%) in 2002. It
attributes half the reduction to increases in
household income, 35% to reduced fuel prices
and 15% to improvements in energy efficiency.

If Housing Benefit and Income Support
for Mortgage Interest are excluded
from the definition of income used to
derive fuel poverty estimates, the total
fuel poor estimate increases to 363,000
(17%). If all housing costs are excluded
from income, this rises further to
445,000 (20%). &

Factors affecting Fuel Poverty

As already mentioned, there are three main
factors affecting fuel poverty: fuel price,
disposable income and energy efficiency of the
home. In this section we will examine these in
more detail:

1. Domestic fuel prices

The Scottish House Condition Survey 2002
claimed that the number of Scottish households
living in fuel poverty had dropped from 738,000
in 1996 to 286,000 in 2002 and that
approximately 35% of the decrease was due
to reduced fuel prices.

Communities Scotland also reported that, all
else being equal, for every 5% increase in fuel
prices a further 30,000 households are pushed
into fuel poverty. As fuel prices continue to rise
there are calls from many fuel poverty
campaigners for more action in this area to help
curb the number of households falling back
into fuel poverty.

When full competition was
introduced into the energy

market in Great Britain in 1999 2003
suppliers were faced with 2004
increasing pressure to keep

costs down. Consumers having 2005

the ability to switch fuel 2005-2006

supplier resulted in a

downward spiral of gas and electricity prices
for many years, with the wholesale price of
electricity reaching an all-time low in 2002.

This downward trend was not to last however
and consumers have witnessed substantial gas
and electricity price increases since 2003, with

many companies introducing price rises twice
within the same year. The rising wholesale cost
of gas has been blamed for this and a number
of reasons have been put forward as to why
the wholesale price has risen so steeply. The
price of oil has soared in recent years and the
UK is becoming more dependent on imported
gas as its own North Sea production continues
to decline.

"There have been further rises in wholesale
gas prices, partly due to upward pressure
on prices in Continental Europe, where gas
prices are contractually linked to oil prices,
but also due to conditions in the UK gas
market. UK Continental Shelf gas production
is declining and the British gas market is in
a transitional phase as it adjusts to increasing
import dependence. This process is likely to
result in higher gas prices, at least in the
medium term". (Source: DTl website)

The contribution low energy prices had on the
drop in fuel poor households between 1996
and 2002 has been well documented. However
this achievement could well be lost as rising
fuel prices continue to push more and more
households further into fuel debt and fuel
poverty.

Information produced by energywatch shows
that gas prices have increased cumulatively by
39% since 2003 and electricity prices have
increased by 29% during the same period. The
table below shows year-on-year increases for
both gas and electricity from 2003 until 1
January 2006.
Average gas Average electricity
price increase

price increase

3.0% 1.6%
17.6% 12.9%
12.4% 8.6%
15.1% 12.4%

(Source: energywatch website)

The rise in annual domestic fuel bills has been
substantial. Gas consumers paying by direct
debit have seen their average annual bills
increase by £76.00 from October 2004 to
January 2006, whilst those consumers paying

8  'Fuel Poverty in Scotland: Further Analysis of the Scottish House Condition Survey', Communities Scotland, 15 April 2004



by standard credit or prepayment meter have witnessed slightly higher charges.
(Source: energywatch website)

Change of payment method and supplier

Many consumers are unaware that they can save money on their fuel bills by
switching energy supplier and/or payment method. The Department of Trade and
Industry states that only 45% of domestic gas consumers and 45% of domestic
electricity consumers have transferred away from their host supplier. This is despite
many campaigns by both energywatch and Ofgem to raise awareness on the
issue of 'switching and saving'. Advice offered by both organisations is that
consumers tend to pay most when living in their suppliers' host region.

Direct debit is one of the cheapest ways of paying for fuel, with online payments
attracting additional discounts. Prepayment remains the most expensive way of
paying for gas and electricity, with the most vulnerable households and those
with a fuel debt often using this payment method. Furthermore, prepayment
customers are less likely to transfer than those paying by other methods - only
31% of prepayment customers were with a non-host supplier by September
2005. Therefore, not only are prepayment customers paying more for their gas
and electricity, they are largely prevented from taking advantage of cheaper tariffs
as fuel debt prevents them from transferring to a cheaper supplier.

Price comparison lists produced by energywatch show that gas prepayment
consumers can save approximately £92 annually by switching to the cheapest
direct debit supplier. Likewise, electricity prepayment consumers can save £72
each year by switching both supplier and payment method.

Fuel Direct

Fuel Direct was initially designed as a payment method of last resort for people
in receipt of Pension Credit, Income Support and income-based Jobseekers
Allowance. As the Department of Work and Pensions (DWP) does not view Fuel
Direct as a debt prevention scheme, customers in receipt of the qualifying benefits
only qualify for this payment method if they have a large debt with their fuel
supplier.

One of the main benefits of Fuel Direct is that total payments for debt are set at
a maximum of £2.80 (2004 levels) per debt, per week. Customers in fuel poverty
and with a substantial level of debt may be better off paying by Fuel Direct than
the more expensive prepayment meter.

Social tariffs

Ofgem chairman, Sir John Mogg, has admitted that rising household fuel bills are
threatening progress already made in cutting the number of fuel poor across the
UK. Speaking at the June 2005 launch of Ofgem's Social Action Plan, Sir John
called for a joined-up approach to tackling fuel poverty, with an increase in
corporate social responsibility initiatives aimed at alleviating fuel poverty and the
introduction of social tariffs.

"Rising energy prices in the last 18 months are threatening the progress made
in halving the number of people in fuel poverty since 1996. To meet this
challenge Ofgem's new strateqy builds on our recent initiative to encourage
a much more co-ordinated approach to tackling the blight of fuel poverty,
working with Government, industry, and consumer and voluntary organisations".
(Source: Ofgem Press Release, 30 June 2005)

Minister for Communities, Malcolm Chisholm MSP suggested during his speech
at Energy Action Scotland's annual conference in November 2004 that fuel
suppliers should offer special tariffs to people in receipt of Pension Credit to
combat the effects of rising fuel bills.




"I call on power companies to offer a tariff
to all households in receipt of pension credit
to enable them, if they are living in a house
which meets the Scottish Housing Quality

Standard, to meet their enerqy costs without
becoming fuel poor." (Source: EAS Annual
Conference 2004 Report)

Since this announcement, several large energy
suppliers have launched social tariffs and trust
funds aimed specifically at helping vulnerable
people at risk from fuel poverty.

Scottish and Southern Energy's energyplus care
Social Tariff offers a range of benefits to
qualifying customers, with a strong emphasis
on helping the extreme fuel poor (those
spending 20% or more of their income on
heating their house). This tariff is estimated to
be around 30% cheaper than typical fuel bills
and includes the offer of a free energy efficient
fridge and links to energy efficiency grants and
advice through the Energy Efficiency
Commitment. Scottish and Southern Energy is
seeking to help 30,000 customers over a three
year period from 2005 and are hoping that
consumer and voluntary organisations such as
energywatch and Age Concern will refer eligible
customers onto this scheme.

Scottish Gas has set up an energy trust fund
for its customers. Although receiving donations
from British Gas, the trust fund is completely
independent from its donor company and is
governed by a board of unpaid trustees. The
energy trust fund provides grants to help
customers pay off their gas and electricity debts
and other essential household bills. These grants
are paid directly to the company on the
customer's behalf.

ScottishPower has recently announced the
launch of its Energy People Trust, an independent
charity providing grants to not-for-profit
organisations working with or representing
vulnerable and fuel poor households. With an
initial donation of £1 million from ScottishPower,
the trust is independent from ScottishPower,
and has a separate board of trustees.

Although much has been done to reduce fuel
poverty figures, the continuing rise of energy

prices almost negates the achievements of fuel
poverty programmes in recent years. Indeed, if
fuel bills continue to rise, the government's

target of eradicating fuel poverty by 2010
among vulnerable groups, such as the elderly,
households with young children and those
people with long-term sickness or disability, is
seriously under threat and looks to be
increasingly challenging.

Excess winter deaths

More than 2,760 people in Scotland died of
winter-related illnesses throughout the winter
of 2004-2005°.

In the Scottish Parliament on 15 December
2005, MSPs debated a motion on fuel poverty
and excess winter deaths. In moving the motion
Paul Martin MSP called for a more holistic
approach to partnership working and he called
for utility companies in particular to do more
for those at risk of fuel poverty.

"...I want the utility companies to do more
to target those who are most at risk. Direct
payments should be made to those whom
we can identify on a postcode basis as being
most at risk. | welcome several of the
initiatives that have been made by some of
the utility companies, but | want there to
be more direct targeting of subsidies to
those who are in most danger because they
live in fuel poverty." (Source: Parliamentary
debate, 15 December 2005)

2. Disposable Income

The Benefits system

Income maximisation plays an extremely
important role in the reduction of fuel poverty
in Scotland. Not only does it increase household
income, it also enables more people to qualify
for certain schemes set up for those at risk from
fuel poverty, such as the Warm Deal programme
and Cold Weather Payments.

It is widely known that many households are
missing out on thousands of pounds each year
by failing to claim the benefits to which they
are entitled. New figures'© published by the
Department for Work & Pensions on the take
up of income related benefits, shows that in
2003/04 between £4.2 - £7.3 billion of benefit
went unclaimed. Many are simply unaware that
they can receive help with their rent, Council
Tax or care costs. For others, the benefits system
is far too complex, with some people unable

9  'Excess Winter Deaths in Scotland, 2004/05', General Register Office for Scotland
10 'Income Related Benefits - Estimates of Take-Up in 2003/2004', Department for Work and Pensions



to fill in the appropriate applications. Moreover, some people are put off claiming
means-tested benefits as they do not want to provide personal information or
face intrusive questioning.

Research by the Citizens Advice Bureaux (CAB) found that home visits, with face
to face contact with clients, are essential to successful benefit take up''. People
need a high level of support to fill in complex forms and to identify which benefits
they may be entitled to. Furthermore, it is important for the client to feel relaxed
and confident enough to provide personal information, be it financial information
or details on a specific disability or medical condition. This one-to-one interaction
is also extremely helpful in the case of appeals.

More and more agencies are now offering benefit entitlement checks as part of
their programmes to address fuel poverty. There is growing concern that the
people carrying out these checks are not fully qualified to do so. As people are
put off claiming by a negative first experience, it is vital to ensure that these
services are of high quality and include assistance with progressing claims.

EAS is very supportive of having benefit entitlement checks as an integral part of
fuel poverty schemes, such as the Warm Deal and the Central Heating Programme
and supports the Scottish Executive's proposal to offer an entitlement check to
anyone who appears to be ineligible for the Warm Deal which is a means tested
scheme.

Energy Action Scotland believes that having the benefits entitlement
check carried out face to face is the most effective means of undertaking
this service and would recommend this approach be taken in delivering
the benefits entitlement check. However it is recommended that this
service is provided by suitably trained organisations, such as the Citizens
Advice Bureaux. The CAB offer such services by well trained and highly
respected staff. They also have a network of local offices which may

make the delivery of benefit entitlement checks face to face a more

realistic option.

Winter Fuel Payments

The Winter Fuel Payment is a non means-tested annual payment to help pensioners
pay their winter heating bills and is currently set at £200 for people aged over
60 and £300 for those over 80 years old.

Many vulnerable groups across Scotland are missing out on schemes set up to
help those living in or at risk from fuel poverty.

The Trade and Industry Committee at Westminster recently acknowledged that
certain vulnerable groups not in receipt of the Winter Fuel Payment or other
government funded schemes aimed at alleviating fuel poverty are in dire need
of assistance.

“...we are particularly disappointed that little progress has been made in
dealing with the plight of some non-elderly vulnerable groups, particularly
disabled people, whose difficulties in relation to fuel poverty have been known
for a long time”. (Source: Trade and Industry Committee, Security of Gas
Supply, First Report of Session 2005-06, Volume 1, page 9)

11 'Serious Benefits - The success of CAB benefit take up campaigns', 2003.




John Barrett MP, Liberal Democrat Scottish
Affairs spokesperson, recently called for the
Winter Fuel Payment to be extended to cover
disabled people at risk from fuel poverty.

Mr Barrett has signed a House of Commons
motion calling on the UK Government to extend
this benefit to include disabled people who
receive the middle or higher rate of Disability
Living Allowance care component or the higher
rate of the mobility component.

EDM 276 - Winter Fuel Payments For
Severely Disabled People

That this House notes with concern that,
while pensioners over the age of 60 can
claim a winter fuel payment, there are 1.27
million severely disabled adults and children
under 60 who are not eligible for the
payment, many of whom feel the cold
intensely and cannot afford to heat their
home adequately, and therefore calls on
the Government to extend the winter fuel
payment to disabled people who receive
the middle or higher rate of the disability
living allowance care component or the
higher rate of the mobility component.
(Roger Berry, 07/06/2005, House of
Commons website)

Children's charities and disability campaigners
also claim that the Winter Fuel Payment fails to
assist non-elderly groups at risk from fuel poverty.
A warm environment and the need for constant
hot water are important requirements in the
therapy of many disabilities and this of course
has an effect on the weekly fuel bill. Those
with restricted mobility face higher fuel bills
due to longer periods spent indoors.

The effectiveness of the Winter Fuel Payment
in alleviating fuel poverty has also been brought
into question. With age being the only qualifying
criterion, affluent households with a person
over 60 years old are fully able to claim the
winter fuel payment whilst low-income
households under the age of 60 cannot claim
this payment, despite their personal
circumstances for example, young children or
disability, requiring them to spend more on their
fuel bills.

Cold Weather Payments are paid to those
receiving Income Support or Jobseekers
Allowance due to having a long-term sickness
or disability, being aged over 60, having a child
under 5 years old, or being responsible for a
disabled child. The payment is also made to

those receiving Pension Credit. Many argue that
the same qualifying criteria should apply for
the Winter Fuel Payment. The payments are
made automatically for each qualifying week if
the average temperature for the area has been
or is expected to be 0°C or below for seven
consecutive days.

3. Energy efficiency of the dwelling

The energy efficiency of a building can be
measured by a number of means, but the two
most commonly used measurements are the
Standard Assessment Procedure (SAP) and the
National Home Energy Rating scheme (NHER).

SAP measures the energy efficiency of the house
on a scale from 1 to 120, with 1 being the least
efficient and 120 being the most efficient. SAP
assumes the location of each house is the same
and does not take location into account when
calculating fuel use. SAP therefore assumes, for
example, that a home in Bristol will have the
same heating requirement as an identical home
in Lerwick. Moreover it only calculates space
and water heating rather than total fuel use.
SAP 2001 is the system currently in place, but
SAP 2005 is expected to be introduced soon.
SAP 2005 will revert to a scale of 1-100, as
used prior to SAP 2001, and lighting will also
be taken into account when calculating fuel
usage.

NHER calculates the energy efficiency of the
house on a scale of 0 to 10, with O being the
least efficient and 10 being the most efficient.
NHER calculates all fuel use within the home
and takes into account the geographic location
of the home.

NHER is the most commonly used
measuring tool by energy professionals
in Scotland and the rating tool
preferred by Energy Action Scotland
since it gives the most accurate
measurement of energy efficiency.

Of the three main cause of fuel poverty,
energy efficiency had shown the least
impact according to the Scottish House
Condition Survey 2002. From the period
1996 - 2002, the average NHER score
moved from 4.1 to a median of 6.0. (It
should be noted that the findings did
not reflect the Central Heating
Programme, which had just been
introduced at the time of data
gathering).




Scottish Statistics on Fuel Poverty

Scottish House Condition Survey 2002

According to the Scottish House Condition Survey (SHCS) 2002, an estimated
286,000 households (13%) are fuel poor, i.e. requiring to spend 10% or more
of their income on fuel. Of these, 24% (69,000) are classed as being in 'extreme
fuel poverty', in other words requiring to spend more than 20% of their income
on fuel to maintain the standard heating regime. The SHCS also states that most
of those in extreme fuel poverty are single person households.

Scottish Index of Multiple Deprivation 2004 (SIMD 2004)

The Scottish Executive introduced an updated measure of multiple deprivation
during 2004: the Scottish Index of Multiple Deprivation 2004 (SIMD 2004). This
ranks small areas across the whole of Scotland by their levels of relative deprivation.
It measured six key deprivation domains: current income deprivation, employment
deprivation, health deprivation, education, skills and training deprivation, geographic
access and telecommunications deprivation, and housing deprivation. Research
carried out by EAS and Strathclyde University, and based on the earlier SIMD
2003, establishes a clear link between fuel poverty, multiple deprivation (or poverty)
and excess winter deaths. According to this research, there is a greater chance
of becoming an excess winter death statistic in Glasgow (1 in 36 aged over 65)
than in any other local authority area in Scotland, emphasising that poverty is a
significant factor.

SIMD 2004 is therefore likely to be useful in identifying area concentrations of
fuel poverty. Indeed after announcing price increases in 2005, Scottish Gas revealed
plans to offer a rebate to a target number of vulnerable customers. Based on the
SIMD 2004, customers are being targeted mainly by selecting geographical areas
considered deprived.

In 2004 the West of Scotland Seniors' Forum, in conjunction with Glasgow City
Council and Greater Glasgow NHS, launched the "Are You Cold?" helpline in
response to the previously mentioned research undertaken by EAS and Strathclyde
University. After a successful first year as a pilot project, this scheme is being
continued and EAS would like to encourage the rolling out of similar easy-to-
access and easy-to-understand helplines across Scotland.

Legislative Framework

Fuel Poverty Strategies

Of the three main factors affecting fuel poverty, one (energy efficiency of the
home) is a matter devolved to the Scottish Parliament, while the other two
(domestic fuel price and disposable household income) are matters reserved to
the UK Government.

The UK Government and the devolved administrations are required to end fuel
poverty by 2016-18 by legislation such as the Housing (Scotland) Act 2001 and
the Warm Homes and Energy Conservation Act (England and Wales). Plans to do
this are currently set out in the UK Fuel Poverty Strategy.

The countries that make up the United Kingdom all have separate fuel poverty
strategies with slightly differing target dates and priorities. The UK as a whole
shares a target date of 2010 to end fuel poverty for vulnerable households. Fuel
poverty in other households will also be tackled once progress is made on the
priority vulnerable groups.




The Scottish Executive produced The Scottish
Fuel Poverty Statement in August 2002,
published under section 88 of the Housing
(Scotland) Act 2001. This sets out Scotland's
overall objective for fuel poverty, which is a
commitment to ensuring "so far as reasonably
practicable, that people are not living in fuel
poverty in Scotland by November 2016". It also
sets the Scottish Executive a milestone of
achieving a 30% reduction in fuel poverty by
2006 from the levels recorded through the
Scottish House Condition Survey 2002.

Scottish Housing Quality Standard

A new quality standard for all of Scotland's
housing stock was introduced by the Scottish
Executive in 2004. The Scottish Housing Quality
Standard (SHQS) defines what constitutes
acceptable good quality housing. The SHQS
applies across all housing tenures and the
Scottish Executive is encouraging local authorities
to use it to monitor the condition of private
housing. Local authorities and other registered
social landlords have until 2015 to meet the
standard. In broad terms, to meet the SHQS a
house must be:

® above the Tolerable Standard which is the
absolute minimum standard that a house
must meet

® free from serious disrepair such as major
roof, dampness or structural problems

® energy efficient so it must have effective
insulation and central heating

® provided with kitchen and bathroom fittings
that are in a good and safe condition

® safe and secure, for example it must have a
smoke detector, secure doors and safe
electrical and gas systems.

By March 2008 all pensioner households eligible
for Pension Credit are to live in homes that
meet the energy efficiency requirements of the
SHQS. This is a target set under the Scottish
Executive's objective to deliver good quality,
warm, sustainable and affordable housing for
everyone. The commitment was published in
2004 in Building a Better Scotland which outlines
the Executive's spending proposals for 2005-
2008.

The Scottish House Condition Survey
2002 estimated that about 70% of
Scotland's social housing stock falls
beneath the level set by the SHQS,
although many properties miss it only

marginally.

Housing (Scotland) Act 2006

The Housing (Scotland) Bill was voted through
at Holyrood in November 2005 and is now the
Housing (Scotland) Act 2006, bringing new
measures to improve the condition of private
sector homes, giving new rights to private sector
homes and introducing tougher penalties for
rogue landlords. The Act will improve the
condition and quality of private sector housing
by:
® giving councils new powers to deal with
poorly maintained buildings

® allowing targeted support for repairs and
improvements where it is most needed

® enhancing powers to address housing
problems in run-down areas

® giving new rights to private sector tenants
to have repairs carried out

® allowing the introduction of the mandatory
single survey scheme in the house buying
and selling process

Although a proposed amendment at
Stage 2 of the Housing Bill - to set a
statutory energy efficiency target of
20% improvement on 2000 levels by
2010 - was rejected by MSPs, they
approved an amendment requiring
ministers to draw up a strategy for
improving the energy efficiency of
living accommodation.

EU Directive on the Energy Performance
of Buildings

In January 2003 the EU Directive on the Energy
Performance of Buildings (EPBD) came into
force, creating for the first time a common
framework to promote the improvement of the
energy performance of buildings across the EU.
Although energy matters are normally reserved
to the UK Government, building legislation and
the promotion of energy efficiency are devolved
to the Scottish Parliament. With much of the
Directive impacting on how standards are set
for and applied to new and existing buildings,
responsibility for implementing the Directive
has been given to the Scottish Building Standards
Agency (SBSA).

Plans for implementing the Directive had to be
in place by 4 January 2006 and the SBSA has
published initial plans for how this will be done
in Scotland. One of the main sections of interest
in the Directive is the introduction of energy



performance certificates, which are to be initiated using the Building (Scotland)
Act 2003. These certificates must be made available when buildings are sold,
constructed or rented out. Roll-out of these certificates will take place when
secondary legislation and supporting guidance, which will be drafted together
with the current review of energy standards, is in place in early 2007.

The SBSA has proposed a Scottish Energy Rating Tool (SERT) for
measuring energy performance. Energy Action Scotland is concerned
about the appropriateness of this tool for a number of reasons:

® |t only provides a carbon rating/index and not an energy rating
® |t is not location specific

® |t does not take into account all fuel use in the house

°

The information it provides will not be meaningful to the ordinary
householder.

Tenements (Scotland) Act 2004 and the private rented sector

The Tenements (Scotland) Act 2004 came into force on 28 November 2004 and
it applies not only to typical tenement flats but also to modern flat developments,
high rise tower blocks and houses that have been converted into two or more
flats. The Act gives new rights to home owners living in tenements and is intended
to create a fairer system for maintaining shared areas of buildings including the
roof and stairs. While the Act does not directly help facilitate energy efficiency
improvements to tenement buildings, it could help encourage these works if they
could be carried out at the same time as essential repairs to shared areas.

The private rented sector is one of the most difficult sectors to reach with energy
efficiency initiatives and there has been little or no impact on this sector by any
of the existing energy efficiency schemes. Private landlords are often asset rich
but cash poor and there are few financial incentives for them to invest in energy
efficiency measures.

Research2 carried out by the Scottish Executive Development Department in 2002
into the Private Rented Sector (PRS) in Scotland concluded that:

“A disproportionate number of properties in the PRS suffer from serious
disrepair issues compared to other tenures. Low rental income makes it more
difficult for landlords to maintain properties”.

The Report concluded that local authorities could forge more links with private
landlords and that action is needed to help create and sustain market conditions
to allow landlords to invest in improvements to their properties.

Single people have been identified as one of the groups that have missed out on
current fuel poverty initiatives and many groups, such as low income and vulnerable
people, students, mobile workers and newly formed families live in private rented
accommodation.

EAS recommends a partnership approach involving local authorities and other
interested parties including the utilities. An example of a scheme that was set up
to deal with the private rented sector was Rewarm which was established by
Lothian and Edinburgh Environmental Partnership (LEEP) from Energy Saving Trust
funding and it operated as a "revolving loan and grant fund". The scheme is no
longer in operation, due to lack of funding, although it was successful.

12 'Research on the Private Rented Sector in Scotland' by the Development Department Research
Programme - Research Findings no 153/2002




Recommendation - Current rules
governing EEC schemes do not provide
incentives for the utilities to invest EEC
money in the private rented sector.
Energy Action Scotland recommends
that the rules governing the EEC
scheme could be changed to encourage
more investment into private rented
sector properties. Low or zero interest
loan schemes for private landlords to
use for energy efficiency improvements
would provide incentives for landlords
to invest in energy efficiency measures.

Closing the Opportunity Gap

In 2004 the Scottish Executive reviewed its Social
Justice Strategy leading to a revised approach
referred to as 'Closing the Opportunity Gap'.
Six new objectives were announced in July 2004,
underpinned by a further ten targets announced
in December 2004. These are aimed at tackling
poverty and social exclusion in Scotland and
include targets for improving energy efficiency
and tackling fuel poverty:

'One of the most iniquitous features of
modern Scotland is fuel poverty. Families
cannot flourish in homes which are cold or
damp and no Scots pensioner should have
to choose between food and fuel. By 2006
we will reduce the number of households
in fuel poverty by 30%." 13

Climate

Scottish climate

Scotland is colder, wetter, windier and less sunny
than the South of England.

According to the Met Office the average daily
maximum temperature in Glasgow in July is
19°C compared with 22°C in London. Over low
ground, the windiest areas are in the Western
Isles, the north-west coast and Orkney and
Shetland with over 30 days of gales per year in
some of these places. In general January and
February are the coldest months when maximum
temperatures over low ground in Scotland
average around 5°C to 7°C.

This difference in temperatures is not reflected
in Government policy in relation to taxation
and welfare benefits but it does have a significant
negative impact on the cost of keeping homes
warm and comfortable in Scotland. The result
of this is that Scottish fuel poor households
need to spend significantly more money than
households in England to achieve reasonable
comfort levels inside their homes.

Climate change debate

The World Wildlife Fund explains the
phenomenon of climate change as follows:

‘Every time we switch on a light, use a
computer, watch television or travel by any
form of motorised transport, we are creating
carbon dioxide (CO,), the principal
contributor to global warming. The heating
process is often referred to as global
warming, and the overall effect is known
as climate change. About two thirds of
greenhouse gas pollution comes from CO,
emitted when we burn fossil fuels such as
coal, gas and oil.” (Source: WWEF-UK website,
Climate Change Campaign)

Tony Blair in his speech to G8 leaders at the
Gleneagles Summit in 2005 stated that:

‘Climate change is probably the single most
important issue we face as a global
community’.

The ‘Gleneagles Plan of Action’ gives a clear
commitment to transform the way we use
energy and recognises that improvements to
energy efficiency will have benefits for economic

13 'Closing the Opportunity Gap: Scottish Budget for 2003-2006', Introduction.



growth and the environment as well as alleviating poverty and improving health
and employment.

Energy use in residential, commercial and public buildings has been estimated to
account for more than 40% of total energy consumption and carbon dioxide
emissions in Europe’. Therefore increased energy efficiency in buildings is an
important part of the package of measures to implement the Kyoto Protocol
which sets targets for a 20% reduction in carbon dioxide emissions by 2010. As
energy efficiency is also a key factor in the eradication of fuel poverty, the Kyoto
Protocol targets and fuel poverty targets are very closely linked.

The Scottish Executive published a report in December 2005 called 'Reducing
Scotland's Ecological Footprint' which stated that Scotland's ecological footprint
is 2.4 times the global average, which means that we would need another two
planets to accommodate our needs if we continue to use natural resources at the
current rate. The Scottish sustainable energy strategy '‘Choosing Our Future' also
published by the Executive in December 2005, makes a strong commitment to
renewable energy and recommends that this should be reflected in the planning
framework.

Impact of climate change on housing

Figures's presented to the Scottish Parliament suggest that around 90,000 Scottish
homes may be in danger of flooding as a result of climate change. There is a
significant danger that if the risks associated with climate change are not managed
many vulnerable people in Scotland may not be able to afford to pay to have
their property adequately insured and/or repaired.

The Association of British Insurers published a report'é in February 2005
outlining the impact climate change will have on the insurance market. It
recommends that:

“The Scottish Executive should put in place a consistent policy framework for
adaptation to climate change, but other stakeholders (e.g. construction
industry) will need to implement adaptation policies on the ground”.

The report recommends that Scottish building standards should be changed so
they use future climate instead of historic patterns to set standards and recommends
developing a stronger planning system to take account of climate change.

14 ‘'Implementation of the EU Directive on the Energy Performance of Buildings in Scotland - Document
Summary', Energy Saving Trust, Practical Help

15 Scottish Planning Policy SPP7 - Planning and Flooding Consultation Draft March 2003

16 "Review of Scottish Climate Change Programme" - Submission from the Association of British
Insurers - February 2005




Fuel Poverty Schemes

Government schemes

Instead of a single scheme like England's Warm
Front, the Scottish Executive delivers two
programmes aimed at tackling fuel poverty: the
Warm Deal and Central Heating Programme.

\Warm Deal

The Warm Deal Initiative was introduced in
1999. It offers grants of up to £500 to eligible
households in receipt of a means-tested benefit
for a number of energy efficiency measures
including:

® Cavity wall insulation

® | oft, tank and pipe insulation

® Draughtproofing

® Energy advice and low energy light bulbs

Eaga Partnership administers the Warm Deal
for private sector housing; local authorities
administer the programme for their own stock.

The Scottish Executive estimated that 160,000
houses had been insulated through Warm Deal
by March 2003.

Central Heating Programme

The Central Heating Programme was introduced
in 2001-02.

Eaga Partnership administers the programme
for private sector households who are aged 60
or over and have no central heating, or who
have a heating system which is broken and
beyond repair. Social sector landlords (local
authorities and housing associations) deliver
the programme for tenants whose homes lack
a central heating system.

The package of measures available through this
grant, worth on average £2,500 per household,
includes:

® (Central heating system to the main living
areas (up to 6 rooms)

® Cavity wall insulation
® | oft, tank and pipe insulation
® Draughtproofing

® Smoke alarm, cold alarm and carbon
monoxide detector

® |ow energy lightbulbs

® Energy advice
® Benefit Entitlement Check (optional)

In 2004, the Scottish Executive extended the
Central Heating Programme to include
householders who are over 80 and who have
a partial or inefficient heating system.

There is an enhanced package of measures
available through this grant, which includes:

® Extended or replacement central heating
system (up to 6 rooms)

® Assistance with care required whilst heating
etc is fitted

® Assistance with moving and replacing
furniture etc

® [tems in loft cleared and then replaced to
facilitate loft insulation

The Scottish Executive estimates that by March
2006, 70,000 households will have received
free central heating and insulation.

Extending the government schemes

While these schemes have been successful in
removing a great number of households from
fuel poverty in Scotland, there are still areas
where improvements could be made to help
target hard to treat homes. Around 25% of all
homes in Scotland do not have a loft and around
30% do not have a cavity wall and are therefore
not eligible for the main insulation measures
offered by the current schemes (i.e. cavity wall
and loft insulation). Many homes in rural areas
are not connected to the gas network and are
therefore not able to have an economic central
heating system fitted.

Energy Action Scotland considers that
the schemes need to be extended to
take into account these hard to treat
properties. For instance insulation
measures could include internal lining
and external cladding for solid wall
houses, alternative energy sources and
micro-renewables such as solar thermal
for space and water heating, solar PV
or ground/air source heat pumps for
homes off the gas network. Inclusion
of additional measures such as these
would mean extending the grant levels
above their current limits for houses
which are not able to be 'treated' using
ordinary measures. Additional funding
would be required to finance this.




Energy Efficiency Commitment schemes

The Energy Efficiency Commitment (EEC) sets targets on electricity and gas suppliers
to achieve energy savings by providing energy efficiency measures to domestic
households within Great Britain. Primarily a carbon saving programme, EEC forms
part of the Government's climate change programme. It also forms part of the
Government's fuel poverty strategy as at least half of the energy savings must be
targeted at low-income 'priority groups' in receipt of certain benefits.

EEC1 ran from 2002-2005, with all energy suppliers meeting their energy saving
targets of 62 terawatt hours (TWh). According to the regulator Ofgem, the main
measure offered by suppliers was insulation, in particular loft and cavity wall
insulation, contributing 56% to the total savings achieved'’. The distribution of
energy efficient lightbulbs achieved one quarter of the total savings. Appliances,
mainly energy efficient white goods, contributed 11% to the total savings achieved
and heating measures achieved 9%.

EEC2 runs from 2005-2008, and DEFRA has set the energy savings target at more
than double that of EEC1 (130TWHh). There is a commitment to run the scheme
until 2011.

The energy suppliers provide an update to Ofgem every quarter showing the
energy savings of their schemes to date. Rather than struggling to meet the EEC2
target, many believe that energy suppliers are actually scaling down their
programmes as the current level of activity will be sufficient. Ofgem has confirmed
that over a third of the new target has already been met, with suppliers having
been allowed to carry forward excess energy savings from EEC1 (which accounts
for approximately 25% of the EEC2 energy savings target).

At the moment Warm Deal grants and Energy Efficiency Commitment
(EEC) funding target almost identical measures at identical client
groups. Energy Action Scotland would argue that this represents a
wasted opportunity for innovative approaches:-

® On the one hand some of these resources could be diverted to
alternative measures such as micro-renewables for hard to treat
properties.

® On the other, measures could be better targeted if these two

schemes worked together. EEC funding is focused on carbon savings,
which can be made most effectively through measures such as
cavity wall insulation rather than loft top-ups and draught proofing.
With Warm Deal however, the focus is on social benefits. Therefore
by using EEC funding for measures like cavity wall insulation, money
would be freed up from the Warm Deal 'pot' for innovative measures
in hard to treat homes.

In addition, EAS recommends that Government announces the EEC
target for the period 2008 - 2011 soon to encourage energy suppliers
to continue to increase their energy saving measures.

Skills gap and delivery of schemes

"Leap-frogging the status quo" a report published in July 2005 by the Design
and Demonstration Unit (DDU) of the Department of Trade and Industry (DTI),
pointed out that there is no single body or combination of bodies with the strategic
overview, policy and financial weight to address the problem of diminishing skills
and knowledge within the gas industry. They concluded that "there is a need for

17 EEC Update, Issue 13, August 2005




a co-ordinated, determined effort by all parties
to work together to deliver change in a very
conservative and fragmented sector". The DDU
report put forward comprehensive proposals to
address the issue of skills shortages in the energy
industry.

The Cavity Insulation Guarantee Agency (CIGA)
currently has over 20 organisations registered
to carry out insulation work in Scotland. The
Energy Retail Association has reported that the
labour market is one of the key concerns
identified by contractors, who report high
turnover of staff and difficulties in recruiting.
Issues such as low pay and seasonal work cause
problems with recruitment and there are
concerns about the adequacy of the training
currently available, particularly in relation to
health and safety.

In January 2006, the Scottish Executive
announced that 40,000 central heating systems

have been installed in private sector homes
since the Central Heating Programme was set
up'. In response to a question raised in the
Scottish Parliament by Michael Matheson MSP'®,
Communities Scotland provided details of the
number of applicants who had to wait for five
months or more to have their central heating
replaced under the Central Heating Programme
in the last three years.

Details of this are set out by main postcode
area in the table below:

This would suggest that the number of qualified
installers available in Scotland is insufficient to
meet the current demand for installing energy
efficiency measures and this is having a
detrimental impact on the delivery of the
schemes. The problem is more severe in remote
rural areas where there are fewer companies
available to carry out the work and the demand
is less consistent.

Area 200304 2004-05 200506
AB — Aberdeenshire 659 625 350
DD — Tayside 425 267 212
DG — Dumfries and Galloway 379 377 285
EH — Lothian 1,095 671 379
FK — Stirlingshire 173 239 147
G — Glasgow 1,986 1,417 1,263
HS — Western Isles 216 291 191
IV — Highland 344 488 271
KA — Ayrshire 319 413 401
KW — Orkney and Caithness 203 258 160
KY — Fife 233 283 266
ML — Lanarkshire 203 285 276
PA — Renfrewshire and Argyll 707 559 489
PH — Perthshire 257 211 152
TD —Borders 219 241 140
ZE — Shetland 65 105 61

18 'Rosyth Couple Get Cosy With The Executive', press release, Communities Scotland
19 Response to Written Question S2W-21519



Pilot fuel poverty schemes

Renewable energy schemes

It is generally accepted that Scotland has some of the largest renewable energy
resources in Europe, particularly wind, wave and hydro-power. Scotland also has
great potential for the development of a successful biomass industry and there
is also a surprising amount of potential for solar technology.

The Scottish Executive has funded the Scottish Community and Householder
Renewables Initiative (SCHRI), which is managed by the Energy Saving Trust to
help realise this potential and to demonstrate the direct benefits of these natural
resources. The scheme was launched in 2003 with a grant of £3.7 million available
over three years. In September 2005 the Scottish Executive agreed to provide
additional funding of £250,000 because of the higher than expected demand for
funding. The Scottish Executive has recognised the important role that renewable
energy can play in reducing the use of fossil fuels and this report aims to show
that renewable energy can also have a positive impact on the eradication of fuel
poverty.

At the launch of the additional funding, Enterprise Minister Nicol Stephen said:

“I am also looking closely at adding to the budgets for 2006/07 and 2007/08
to reflect the clear and growing demand that exists for projects supported by
this scheme”.

There are several pieces of legislation currently going through the Westminster
and Scottish Parliaments which will, if implemented, make a significant difference
to the potential for renewable energy.

Examples of some of the innovative renewable energy schemes already operating
in Scotland are illustrated below.

Dundee Sun City Project

Dundee has the best solar resource of all Scotland's cities. 