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From left to right: William Gillis, NEA, Charles Hargreaves, Ofgem, and
Andrew Warren, ACE, at Defra's seminar on the EEC post 2008.
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Under the EEC 2005 —2008:

= Supplier activity grew
by 40 per cent over the
winter period

= Almost 60 per cent of
the target has now been
achieved

= Further targeting of the
Priority Group is
required

The first year of the EEC 2005-2008

The EEC 2005 - 2008 sets targets on energy suppliers to achieve improvements in energy efficiency by
providing energy efficiency measures to households across Great Britain.

The EEC 2005 - 2008 is primarily a carbon saving
programme and, as such, is part of the Government's
Climate Change Programme. To ensure low income
consumers who pay a larger proportion of their income into
the scheme get a larger share of the benefits, at least half
of the energy savings must be targeted at the 'Priority
Group' - households in receipt of certain income-related
benefits or tax credits.

Through this, the EEC also contributes to the Government's
Fuel Poverty Strategy. Suppliers have flexibility in the types
of energy efficiency measures that they provide to
customers, such as insulation, lighting, appliances and
heating measures.

These measures can also be promoted and delivered with a
range of project partners such as social housing providers,
charities, retailers and manufacturers. Suppliers can help

any domestic customer in Great Britain, whether their home
is heated by gas, electricity, coal, oil or LPG.

The first phase of the EEC (EEC1) ran from 2002 to 2005.
Ofgem's review of this programme is available on our
website at www.ofgem.gov.uk

The energy saving target for the EEC 2005 - 2008 (EEC2)
was set by Defra at the end of 2004. The target is 130
TWh, roughly double the target set for EEC1. Defra plans to
review the EEC by 2007 before setting a target for the
period 2008 - 2011. Ofgem is responsible for administering
the EEC.

The obligated suppliers are required to provide progress
reports each quarter to indicate the energy savings each of
their schemes has achieved and is forecast to deliver. This
data is used to compile the EEC Update.
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One year into EEC 2

Suppliers have been working towards their EEC 2 targets
for over a year now. During this period suppliers have
delivered sufficient measures to save 40 TWh.

Chart 1 shows that the suppliers' activity gradually

increased over the first nine months, from April 2005, and
that their delivery was quite steady over the winter period,
October to March. The suppliers that exceeded their EEC 1

targets were able to carry over their excess measures into
the current programme. This carry-over equates to 35
TWh, as shown in Chart 1, and means that in total
suppliers have achieved 75 TWh, or almost 60 per cent of
the EEC 2 target.

Chart 1: Energy savings counting towards the EEC 2 targets
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Measures delivered

A small proportion of the EEC 1 carry-over included
appliances, consumer electronics and ground source heat
pumps. But these measures made a tiny contribution
compared to the loft and cavity wall insulation that was
carried forward.

The quarterly reports submitted by suppliers indicate the
achieved savings for each of their schemes which have
been approved by Ofgem. Quarter one activity shows
that only insulation schemes were being run. This is
because these schemes are generally quite standardised
and so were approved before the other, more varied or
innovative schemes which the suppliers had set up.

Targeting the Priority Group

Suppliers are required to target at least 50 per cent of
their energy savings at households in the Priority Group.
So far, 46 per cent of the energy savings achieved have
been in Priority Group households.

These low income consumers have benefited mainly from
insulation measures and a small amount of heating and
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@® Appliances
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Including carry-over, insulation accounts for 91 per cent
of the total energy savings achieved so far. Lighting
contributes 4 per cent, with energy efficient lightbulbs
sold via retailers and delivered for free to the Priority
Group. Replacement boilers and heating controls provide
3 per cent of the energy savings achieved.

The heating category also includes a small amount of
ground source heat pumps and communal heating
systems. The sale of appliances such as fridges, freezers
and dishwashers and of some consumer electronics make
up the final 2 per cent of the energy savings achieved so
far.

lighting work. All of the appliances have so far been sold
to non-Priority Group households. It is important to note
that the energy savings in Chart 2 include the carry-over
from EEC 1, of which just over half was achieved in
relation to the Priority Group.
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Chart 2: Proportion of energy savings, by measure type, delivered to Priority and

non - Priority consumers
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The scale of the suppliers’ activity

Chart 1 indicates the suppliers’ activity over the last year
but doesn't tell us how this volume or range of measures
compares to that under the EEC 2002 - 2005.

The energy savings attributed to measures was refined for
EEC 2 compared with EEC 1. This means that the EEC 1
and EEC 2 activity is not directly comparable. However, it is
useful to understand how the volume of energy efficiency
activity has changed.

Chart 3 shows the EEC 1 activity per quarter, adjusted to
match EEC 2 energy savings. It is important to remember
that the EEC 1 activity includes those measures which the
suppliers carried forward to the current programme.

The rolling average shows how the suppliers’ activity has
increased over the last four years, and particularly over the
winter period. The dip in activity suggested in quarters 1
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and 2 of the current EEC may be due to the fact that not
all schemes were approved and so were not included in
the initial quarterly reports.

Suppliers will need to deliver energy savings of around

7 TWh each quarter for the remaining two years to meet
their targets. This is around 40 per cent lower than their
current delivery rate. There is currently an imbalance
between energy savings achieved in the Priority Group and
non-Priority Group which suppliers will need to address in
order to meet their targets.

Defra's Climate Change Programme Review (published in
March) announced that suppliers will be allowed to carry
forward unlimited activity from the current EEC to the EEC
2008 - 2011. This will influence the volume of the
suppliers' activity over the next two years.

Chart 3: Energy savings

achieved per quarter

since April 2002: EEC 1
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The EEC post 2008

In March Defra held a two-day workshop
to look at potential future approaches to
energy efficiency in the household sector.

The aim was to discuss the EEC from 2008 -
2011 and how domestic energy efficiency policy
can develop post 2011. Around 50 key
stakeholders including Government, suppliers,
the industry and other interested groups
attended the event.

From left to right: Kaye Welfare, the Education and Community
Group, Carsten Rohr, Defra, and Kate Smith, Ofgem, at Defra's
seminar on the EEC post 2008.

Everyone played an active role in the workshops sessions which
covered:

m the challenges and opportunities post-2008
= the potential for trading

m meeting social and equity objectives, and

m increasing flexibility and innovation.

The event was organised by the Energy Efficiency Partnership
for Homes who have produced a report summarising the views

, — and ideas put forward. Their report is available on the EEP
Photos kindly provided by the EEPFH website
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Charles Hargreaves Head of Energy Efficiency

I

Tel 020 7901 7459 Email charles.hargreaves@ofgem.gov.uk
Kate Smith Deputy Head of Energy Efficiency

Tel 020 7901 7488 Email katharine.smith@ofgem.gov.uk
Fiona Kenyon Energy Efficiency Manager

Tel 020 7901 7155 Email fiona.kenyon@ofgem.gov.uk
Urszula Kulpinska Energy Efficiency Assistant Manager

Tel 020 7901 7290 Email urszula.kulpinska@ofgem.gov.uk
Sue Corbett Energy Efficiency Officer

Tel 020 7901 7170 Email susan.corbett@ofgem.gov.uk
Hanish Yadav Energy Efficiency Officer

Tel 020 7901 7476 Email hanish.yadav@ofgem.gov.uk

If you would like to be added to, or removed from, the circulation list for this EEC quarterly update, please email eec@ofgem.gov.uk

Ofgem is the Office of Gas and Electricity Markets, regulating We do this by:
the gas and electricity industries in Great Britain.

ofgem

m promoting effective competition,
Everything Ofgem does is designed to protect and advance the wherever appropriate

interests of consumers present and future. = regulating only where necessary.
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