Title:
Amendments to the eligibilty criteria for Warm

Impact Assessment (lA)

Lead department or agency: Date: 15/12/2010
Department of Energy and Climate Change Stage: Consultation
Other departments or agencies: Source of intervention: Domestic

Type of measure: Other

Contact for enquiries:
samuel.jenkins@decc.gsi.gov.uk

Summary: Intervention and Options

What is the problem under consideration? Why is government intervention necessary?

Households that need to spend 10% or more of their income to adequately heat their homes are defined as
being in fuel poverty. In many cases the most cost-effective method of reducing the cost of maintaining an
adequate level of warmth is through improving the thermal efficiency of homes. Warm Front is an existing
scheme that provides grants to cover most or all of the costs of home heating and energy efficiency
measures for eligible households. At present an estimated 53% of fuel poor households are eligiblie for
assistance under Warm Front. Against a backdrop of rising energy prices and a declining Warm Front
budget, this impact assessment considers the eligiblity under the scheme to ensure that the available
resources are bestter targeted at vulnerable and fuel poor households.

What are the policy objectives and the intended effects?

1. The existing policy objective is to improve the warmth and energy efficiency of households that are
vulnerable to fuel poverty. This has the intended effect of helping reduce vulnerability to fuel poverty by
lowering the cost of maintaining an adequate level of warmth and helping to ensure that homes are
adequately heated, with positive effects on social inclusion, and physical and mental health.

2. The proposals in this impact assessment aim to refine the existing eligibility criteria for assistance under
the Warm Front scheme so as to ensure that a reduced Warm Front budget is targeted towards the most
vulnerable households.

What policy options have been considered? Please justify preferred option (further details in Evidence Base)

a) Do Nothing - maintain the current eligibility criteria for Warm Front;

b) Policy Option 1 - maintain the current Warm Front eligibility criteria minus Attedance Allowance and
Disability Living Allowance;

c¢) Policy Option 2 (the preferred option) - introduce the same criteria that underpin Cold Weather Payments,
for homes below an energy efficiency performance threshold;

d) Policy Option 3 - introduce the same criteria that underpin Cold Weather Payments and Child Tax Credits
under £16,190 income threshold, for homes below an energy efficiency performance threshold;

e) Policy Option 4 - introduce the same criteria that underpin Pension Credit plus Child Tax Credit under
£16,190 income threshold, for homes below an energy efficiency performance threshold;

f) Policy Option 5 - introduce the same criteria that underpin Pension Credit Guarantee plus Child Tax Credit
under £5,200 income threshold, for homes below an energy efficiency performance standard.

When will the policy be reviewed to establish its impact and the extent to which | [t will be reviewed
the policy objectives have been achieved? 06/2012

Are there arrangements in place that will allow a systematic collection of Yes
monitoring information for future policy review?

Ministerial Sign-off For consultation stage Impact Assessments:

I have read the Impact Assessment and | am satisfied that, given theé ayailable evidernce, it
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Summary: Analysis and Evidence Policy Option 1
Description:

Maintain current Warm Front eligibility criteria minus Attendance Allowance and Disability Living
Allowance for homes below an energy efficiency threshold.

Price Base | PV Base Time Period Net Benefit (Present Value (PV)) (£m)

Year 2009 | Year 2010 | Years 42 Low: 73 High: 89 Best Estimate: 83

COSTS (£m) Total Transition Average Annual Total Cost
(Constant Price)  Years (excl. Transition) (Constant Price) (Present Value)

Low 0.03 1.3

High 0.07 3.1

Best Estimate None 0.05 2.2

Description and scale of key monetised costs by ‘main affected groups’
Equity weighted value of hidden costs associated with installing Warm Front measures: PV £2.2m.

The monetised costs of delivering Warm Front are included in the Do Nothing baseline, which are detailed
in the evidence base.

Other key non-monetised costs by ‘main affected groups’
None identified - all other costs are the same as the Do Nothing baseline.

BENEFITS (£m) Total Transition Average Annual Total Benefit

(Constant Price)  Years (excl. Transition) (Constant Price) (Present Value)
Low 1.8 74
High 2.2 92
Best Estimate None 2.0 85

Description and scale of key monetised benefits by ‘main affected groups’

Equity weighted bill savings to recipient households net of foregone savings for households no longer
eligible - PV £82m;

Equity weighted value of comfort taking from improved energy efficiency of homes - PV £3m.

The monetised benefits of Warm Front are included in the Do Nothing baseline, which detailed in the
evidence base.

Other key non-monetised benefits by ‘main affected groups’

Greater reduction of fuel poverty through better targeting of Warm Front Assistance at vulnerable
households; Greater reduction of negative health impacts of fuel poverty, and subsequent improvement in
quality of life.

Key assumptions/sensitivities/risks Discount rate (%) | 3.5%

The same number of measures are delivered to the same number of households as in the Do Nothing
baseline option; Bill savings for each measure installed are calcuated based on the estimated lifetime of
each measure; For installations of new boilers/central heating, it is assumed that these are replacing non-
central electric heating, and net energy/bill savings are the net result of a reduction in electricity use and an
increase in the fuel that the new boiler/heating system uses (i.e. gas, oil, LPG, electricity);

For installations of insulation, it is assumed that no previous insulation of that type exists in the home
already (i.e. if cavity wall insulation is installed, it is assumed no previous insulation existed in the wall);

A reduced discount rate of 3% is used after 30 years.

Impact on admin burden (AB) (£Em): Impact on policy cost savings (£Em): In scope
New AB: 0 | AB savings: 0 | Net: 0 Policy cost savings: | No




Enforcement, Implementation and Wider Impacts

What is the geographic coverage of the policy/option? England

From what date will the policy be implemented? 01/04/2011

Which organisation(s) will enforce the policy? DECC

What is the annual change in enforcement cost (£m)? N/A

Does enforcement comply with Hampton principles? Yes

Does implementation go beyond minimum EU requirements? N/A

What is the CO, equivalent change in greenhouse gas emissions? Traded: Non-traded:
(Million tonnes COz equivalent) 0 0

Does the proposal have an impact on competition? No

What proportion (%) of Total PV costs/benefits is directly attributable to Costs: Benefits:
primary legislation, if applicable? 0 0

Annual cost (£m) per organisation Micro <20 Small Medium | Large
(excl. Transition) (Constant Price) 0 0 0 0 0
Are any of these organisations exempt? Yes Yes Yes Yes Yes

Specific Impact Tests: Checklist

Set out in the table below where information on any SITs undertaken as part of the analysis of the policy
options can be found in the evidence base. For guidance on how to complete each test, double-click on

the link for the guidance provided by the relevant department.

Please note this checklist is not intended to list each and every statutory consideration that departments
should take into account when deciding which policy option to follow. It is the responsibility of

departments to make sure that their duties are complied with.

Does your policy option/proposal have an impact on...? Impact Page ref
within IA

Statutory equality duties’ Yes 25

Statutory Equality Duties Impact Test guidance

Economic impacts

Competition Competition Assessment Impact Test guidance No

Small firms Small Firms Impact Test guidance No

Environmental impacts

Greenhouse gas assessment Greenhouse Gas Assessment Impact Test guidance No

Wider environmental issues Wider Environmental Issues Impact Test guidance No

Social impacts

Health and well-being Health and Well-being Impact Test guidance Yes 25

Human rights Human Rights Impact Test guidance No

Justice system Justice Impact Test guidance No

Rural proofing Rural Proofing Impact Test guidance No

Sustainable development No

Sustainable Development Impact Test guidance

! Race, disability and gender Impact assessments are statutory requirements for relevant policies. Equality statutory requirements will be
expanded 2011, once the Equality Bill comes into force. Statutory equality duties part of the Equality Bill apply to GB only. The Toolkit provides

advice on statutory equality duties for public authorities with a remit in Northern Ireland.
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Summary: Analysis and Evidence Policy Option 2

Description:
Introduce Cold Weather Payment eligibility criteria only, for homes below an energy efficiency threshold.

Price Base | PV Base Time Period Net Benefit (Present Value (PV)) (£m)

Year 2009 | Year 2010 | Years 42 Low: 70 High: 86 Best Estimate: 80

COSTS (£m) Total Transition Average Annual Total Cost
(Constant Price)  Years (excl. Transition) (Constant Price) (Present Value)

Low 0.03 1.3

High 0.07 3.0

Best Estimate None 0.05 21

Description and scale of key monetised costs by ‘main affected groups’
Equity weighted value of hidden costs associated with installing Warm Front measures: PV £2.1m.

The monetised costs of delivering Warm Front are included in the Do Nothing baseline, which are detailed
in the evidence base.

Other key non-monetised costs by ‘main affected groups’

Small increase in menu costs for Warm Front delivery contractor.
All other costs are the same as the Do Nothing baseline.

BENEFITS (£m) Total Transition Average Annual Total Benefit

(Constant Price)  Years (excl. Transition) (Constant Price) (Present Value)
Low 1.7 72
High 2.1 89
Best Estimate None 2.0 82

Description and scale of key monetised benefits by ‘main affected groups’

Equity weighted bill savings to recipient households net of foregone savings for households no longer
eligible - PV £79m;

Equity weighted value of comfort taking from improved energy efficiency of homes - PV £3m.

The monetised benefits of Warm Front are included in the Do Nothing baseline, which detailed in the
evidence base.

Other key non-monetised benefits by ‘main affected groups’

Greater reduction of fuel poverty through better targeting of Warm Front Assistance at vulnerable
households; Greater reduction of negative health impacts of fuel poverty, and subsequent improvement in
quality of life.

Key assumptions/sensitivities/risks Discount rate (%) 35

he same number of measures are delivered to the same number of households as in the Do Nothing
baseline option; Bill savings for each measure installed are calcuated based on the estimated lifetime of
each measure; For installations of new boilers/central heating, it is assumed that these are replacing non-
central electric heating, and net energy/bill savings are the net result of a reduction in electricity use and an
increase in the fuel that the new boiler/heating system uses (i.e. gas, oil, LPG, electricity);

For installations of insulation, it is assumed that no previous insulation of that type exists in the home
already (i.e. if cavity wall insulation is installed, it is assumed no previous insulation existed in the wall);

A reduced discount rate of 3% is used after 30 years.

Impact on admin burden (AB) (£Em): Impact on policy cost savings (£m): In scope

New AB: 0 | AB savings: 0 | Net: O Policy cost savings: | No




Enforcement, Implementation and Wider Impacts

What is the geographic coverage of the policy/option? England

From what date will the policy be implemented? 01/04/2011

Which organisation(s) will enforce the policy? DECC

What is the annual change in enforcement cost (£m)? N/A

Does enforcement comply with Hampton principles? Yes

Does implementation go beyond minimum EU requirements? N/A

What is the CO, equivalent change in greenhouse gas emissions? Traded: Non-traded:
(Million tonnes COz equivalent) 0 0

Does the proposal have an impact on competition? No

What proportion (%) of Total PV costs/benefits is directly attributable to Costs: Benefits:
primary legislation, if applicable? 0 0

Annual cost (£m) per organisation Micro <20 Small Medium | Large
(excl. Transition) (Constant Price) 0 0 0 0 0
Are any of these organisations exempt? Yes Yes Yes Yes Yes

Specific Impact Tests: Checklist

Set out in the table below where information on any SITs undertaken as part of the analysis of the policy
options can be found in the evidence base. For guidance on how to complete each test, double-click on

the link for the guidance provided by the relevant department.

Please note this checklist is not intended to list each and every statutory consideration that departments
should take into account when deciding which policy option to follow. It is the responsibility of

departments to make sure that their duties are complied with.

Does your policy option/proposal have an impact on...? Impact Page ref
within IA

Statutory equality duties® Yes 25

Statutory Equality Duties Impact Test guidance

Economic impacts

Competition Competition Assessment Impact Test guidance No

Small firms Small Firms Impact Test guidance No

Environmental impacts

Greenhouse gas assessment Greenhouse Gas Assessment Impact Test guidance No

Wider environmental issues Wider Environmental Issues Impact Test guidance No

Social impacts

Health and well-being Health and Well-being Impact Test guidance Yes 25

Human rights Human Rights Impact Test guidance No

Justice system Justice Impact Test guidance No

Rural proofing Rural Proofing Impact Test guidance No

Sustainable development No

Sustainable Development Impact Test guidance

2 Race, disability and gender Impact assessments are statutory requirements for relevant policies. Equality statutory requirements will be
expanded 2011, once the Equality Bill comes into force. Statutory equality duties part of the Equality Bill apply to GB only. The Toolkit provides

advice on statutory equality duties for public authorities with a remit in Northern Ireland.
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Summary: Analysis and Evidence

Description:

Policy Option 3

Introduce Cold Weather Payment eligibility criteria plus Child Tax Credit and under an income threshold
of £16,190, for homes below an energy efficiency threshold.

Price Base | PV Base Time Period Net Benefit (Present Value (PV)) (£Em)

Year 2009 | Year 2010 | Years 42 Low: 45 High: 55 Best Estimate: 52

COSTS (Em) Total Transition Average Annual Total Cost
(Constant Price)  Years (excl. Transition) (Constant Price) (Present Value)

Low 0.02 0.8

High 0.05 1.9

Best Estimate None 0.03 1.4

in the evidence base.

Description and scale of key monetised costs by ‘main affected groups’

Equity weighted value of hidden costs associated with installing Warm Front measures: PV £1.4m.
The monetised costs of delivering Warm Front are included in the Do Nothing baseline, which are detailed

Other key non-monetised costs by ‘main affected groups’

Small increase in menu costs for Warm Front delivery contractor.
All other costs are the same as the Do Nothing baseline.

BENEFITS (£m) Total Transition Average Annual Total Benefit

(Constant Price)  Years (excl. Transition) (Constant Price) (Present Value)
Low 1.1 46
High 14 57
Best Estimate None 1.3 53

eligible - PV £51m;

evidence base.

Description and scale of key monetised benefits by ‘main affected groups’
Equity weighted bill savings to recipient households net of foregone savings for households no longer

Equity weighted value of comfort taking from improved energy efficiency of homes - PV £2m.
The monetised benefits of Warm Front are included in the Do Nothing baseline, which detailed in the

length and quality of life.

Other key non-monetised benefits by ‘main affected groups’

Greater reduction of fuel poverty through better targeting of Warm Front Assistance at vulnerable
households; Greater reduction of negative health impacts of fuel poverty, and imrpovement in associated

Key assumptions/sensitivities/risks

he same number of measures are delivered to the same number of households as in the Do Nothing
baseline option; Bill savings for each measure installed are calcuated based on the estimated lifetime of
each measure; For installations of new boilers/central heating, it is assumed that these are replacing non-
central electric heating, and net energy/bill savings are the net result of a reduction in electricity use and an
increase in the fuel that the new boiler/heating system uses (i.e. gas, oil, LPG, electricity);

For installations of insulation, it is assumed that no previous insulation of that type exists in the home
already (i.e. if cavity wall insulation is installed, it is assumed no previous insulation existed in the wall);

A reduced discount rate of 3% is used after 30 years.

Discount rate (%) 35

New AB: 0

| AB savings: 0

Impact on admin burden (AB) (£Em):

| Net: 0

Policy cost savings:

Impact on policy cost savings (£Em):

In scope
| No




Enforcement, Implementation and Wider Impacts

What is the geographic coverage of the policy/option? England

From what date will the policy be implemented? 01/04/2011

Which organisation(s) will enforce the policy? DECC

What is the annual change in enforcement cost (£m)? N/A

Does enforcement comply with Hampton principles? Yes

Does implementation go beyond minimum EU requirements? N/A

What is the CO, equivalent change in greenhouse gas emissions? Traded: Non-traded:
(Million tonnes COz equivalent) 0 0

Does the proposal have an impact on competition? No

What proportion (%) of Total PV costs/benefits is directly attributable to Costs: Benefits:
primary legislation, if applicable? 0 0

Annual cost (£m) per organisation Micro <20 Small Medium | Large
(excl. Transition) (Constant Price) 0 0 0 0 0
Are any of these organisations exempt? Yes Yes Yes Yes Yes

Specific Impact Tests: Checklist

Set out in the table below where information on any SITs undertaken as part of the analysis of the policy
options can be found in the evidence base. For guidance on how to complete each test, double-click on

the link for the guidance provided by the relevant department.

Please note this checklist is not intended to list each and every statutory consideration that departments
should take into account when deciding which policy option to follow. It is the responsibility of

departments to make sure that their duties are complied with.

Does your policy option/proposal have an impact on...? Impact Page ref
within IA

Statutory equality duties® Yes 25

Statutory Equality Duties Impact Test guidance

Economic impacts

Competition Competition Assessment Impact Test guidance No

Small firms Small Firms Impact Test guidance No

Environmental impacts

Greenhouse gas assessment Greenhouse Gas Assessment Impact Test guidance No

Wider environmental issues Wider Environmental Issues Impact Test guidance No

Social impacts

Health and well-being Health and Well-being Impact Test guidance Yes 25

Human rights Human Rights Impact Test guidance No

Justice system Justice Impact Test guidance No

Rural proofing Rural Proofing Impact Test guidance No

Sustainable development No

Sustainable Development Impact Test guidance

3 Race, disability and gender Impact assessments are statutory requirements for relevant policies. Equality statutory requirements will be
expanded 2011, once the Equality Bill comes into force. Statutory equality duties part of the Equality Bill apply to GB only. The Toolkit provides

advice on statutory equality duties for public authorities with a remit in Northern Ireland.
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Summary: Analysis and Evidence

Description:

Policy Option 4

Introduce eligibility criteria in line with Pension Credit or Child Tax Credit and under an income threshold
of £16,190, for homes below an energy efficiency threshold.

Price Base | PV Base Time Period Net Benefit (Present Value (PV)) (£Em)

Year 2009 | Year 2010 | Years 42 Low: 83 High: 101 Best Estimate: 94

COSTS (Em) Total Transition Average Annual Total Cost
(Constant Price)  Years (excl. Transition) (Constant Price) (Present Value)

Low 0.04 1.5

High 0.09 35

Best Estimate None 0.06 2.5

in the evidence base.

Description and scale of key monetised costs by ‘main affected groups’

Equity weighted value of hidden costs associated with installing Warm Front measures: PV £2.5m.
The monetised costs of delivering Warm Front are included in the Do Nothing baseline, which are detailed

Other key non-monetised costs by ‘main affected groups’

Small increase in menu costs for Warm Front delivery contractor.
All other costs are the same as the Do Nothing baseline.

BENEFITS (£m) Total Transition Average Annual Total Benefit

(Constant Price)  Years (excl. Transition) (Constant Price) (Present Value)
Low 2.0 84
High 25 105
Best Estimate None 2.3 97

eligible - PV £93m;

evidence base.

Description and scale of key monetised benefits by ‘main affected groups’
Equity weighted bill savings to recipient households net of foregone savings for households no longer

Equity weighted value of comfort taking from improved energy efficiency of homes - PV £4m.
The monetised benefits of Warm Front are included in the Do Nothing baseline, which detailed in the

length and quality of life.

Other key non-monetised benefits by ‘main affected groups’

Greater reduction of fuel poverty through better targeting of Warm Front Assistance at vulnerable
households; Greater reduction of negative health impacts of fuel poverty, and imrpovement in associated

Key assumptions/sensitivities/risks

The same number of measures are delivered to the same number of households as in the Do Nothing
baseline option; Bill savings for each measure installed are calcuated based on the estimated lifetime of
each measure; For installations of new boilers/central heating, it is assumed that these are replacing non-
central electric heating, and net energy/bill savings are the net result of a reduction in electricity use and an
increase in the fuel that the new boiler/heating system uses (i.e. gas, oil, LPG, electricity);

For installations of insulation, it is assumed that no previous insulation of that type exists in the home
already (i.e. if cavity wall insulation is installed, it is assumed no previous insulation existed in the wall);

A reduced discount rate of 3% is used after 30 years.

Discount rate (%) 35

New AB: 0

| AB savings: 0

Impact on admin burden (AB) (£Em):

| Net: 0

Policy cost savings:

Impact on policy cost savings (£Em):

In scope
| No




Enforcement, Implementation and Wider Impacts

What is the geographic coverage of the policy/option? England

From what date will the policy be implemented? 01/04/2011

Which organisation(s) will enforce the policy? DECC

What is the annual change in enforcement cost (£m)? N/A

Does enforcement comply with Hampton principles? Yes

Does implementation go beyond minimum EU requirements? N/A

What is the CO, equivalent change in greenhouse gas emissions? Traded: Non-traded:
(Million tonnes COz equivalent) 0 0

Does the proposal have an impact on competition? No

What proportion (%) of Total PV costs/benefits is directly attributable to Costs: Benefits:
primary legislation, if applicable? 0 0

Annual cost (£m) per organisation Micro <20 Small Medium | Large
(excl. Transition) (Constant Price) 0 0 0 0 0
Are any of these organisations exempt? Yes Yes Yes Yes Yes

Specific Impact Tests: Checklist

Set out in the table below where information on any SITs undertaken as part of the analysis of the policy
options can be found in the evidence base. For guidance on how to complete each test, double-click on

the link for the guidance provided by the relevant department.

Please note this checklist is not intended to list each and every statutory consideration that departments
should take into account when deciding which policy option to follow. It is the responsibility of

departments to make sure that their duties are complied with.

Does your policy option/proposal have an impact on...? Impact Page ref
within IA

Statutory equality duties* Yes 25

Statutory Equality Duties Impact Test guidance

Economic impacts

Competition Competition Assessment Impact Test guidance No

Small firms Small Firms Impact Test guidance No

Environmental impacts

Greenhouse gas assessment Greenhouse Gas Assessment Impact Test guidance No

Wider environmental issues Wider Environmental Issues Impact Test guidance No

Social impacts

Health and well-being Health and Well-being Impact Test guidance Yes 25

Human rights Human Rights Impact Test guidance No

Justice system Justice Impact Test guidance No

Rural proofing Rural Proofing Impact Test guidance No

Sustainable development No

Sustainable Development Impact Test guidance

4 Race, disability and gender Impact assessments are statutory requirements for relevant policies. Equality statutory requirements will be
expanded 2011, once the Equality Bill comes into force. Statutory equality duties part of the Equality Bill apply to GB only. The Toolkit provides

advice on statutory equality duties for public authorities with a remit in Northern Ireland.
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Summary: Analysis and Evidence Policy Option 5
Description:

Introduce eligibility criteria in line with Pension Credit Guarantee or Child Tax Credit and under an
income threshold of £5,200, for homes below an energy efficiency threshold.

Price Base | PV Base Time Period Net Benefit (Present Value (PV)) (£Em)

Year 2009 | Year 2010 | Years 42 Low: 215 High: 263 Best Estimate: 245
COSTS (Em) Total Transition Average Annual Total Cost
(Constant Price)  Years (excl. Transition) (Constant Price) (Present Value)
Low 0.09 4.0
High 0.22 9.1
Best Estimate None 0.16 6.5

Description and scale of key monetised costs by ‘main affected groups’
Equity weighted value of hidden costs associated with installing Warm Front measures: PV £6.5m.

The monetised costs of delivering Warm Front are included in the Do Nothing baseline, which are detailed
in the evidence base.

Other key non-monetised costs by ‘main affected groups’

Small increase in menu costs for Warm Front delivery contractor; Potential introduction of search costs for
Warm Front delivery contractor.

All other costs are the same as the Do Nothing baseline.

BENEFITS (£m) Total Transition Average Annual Total Benefit

(Constant Price)  Years (excl. Transition) (Constant Price) (Present Value)
Low 5.2 219
High 6.5 272
Best Estimate None 6.0 251

Description and scale of key monetised benefits by ‘main affected groups’

Equity weighted bill savings to recipient households net of foregone savings for households no longer
eligible - PV £241m;

Equity weighted value of comfort taking from improved energy efficiency of homes - PV £10m.

The monetised benefits of Warm Front are included in the Do Nothing baseline, which detailed in the
evidence base.

Other key non-monetised benefits by ‘main affected groups’
Greater reduction of fuel poverty through better targeting of Warm Front Assistance at vulnerable

households; Greater reduction of negative health impacts of fuel poverty, and imrpovement in associated
length and quality of life.

Key assumptions/sensitivities/risks Discount rate (%) 35

The same number of measures are delivered to the same number of households as in the Do Nothing
baseline option; Bill savings for each measure installed are calcuated based on the estimated lifetime of
each measure; For installations of new boilers/central heating, it is assumed that these are replacing non-
central electric heating, and net energy/bill savings are the net result of a reduction in electricity use and an
increase in the fuel that the new boiler/heating system uses (i.e. gas, oil, LPG, electricity);

For installations of insulation, it is assumed that no previous insulation of that type exists in the home
already (i.e. if cavity wall insulation is installed, it is assumed no previous insulation existed in the wall);

A reduced discount rate of 3% is used after 30 years.

Impact on admin burden (AB) (£Em): Impact on policy cost savings (£Em): In scope
New AB: 0 | AB savings: 0 | Net: 0 Policy cost savings: | No
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Enforcement, Implementation and Wider Impacts

What is the geographic coverage of the policy/option? England

From what date will the policy be implemented? 01/04/2011

Which organisation(s) will enforce the policy? DECC

What is the annual change in enforcement cost (£m)? N/A

Does enforcement comply with Hampton principles? Yes

Does implementation go beyond minimum EU requirements? N/A

What is the CO, equivalent change in greenhouse gas emissions? Traded: Non-traded:
(Million tonnes COz equivalent) 0 0

Does the proposal have an impact on competition? No

What proportion (%) of Total PV costs/benefits is directly attributable to Costs: Benefits:
primary legislation, if applicable? 0 0

Annual cost (£m) per organisation Micro <20 Small Medium | Large
(excl. Transition) (Constant Price) 0 0 0 0 0
Are any of these organisations exempt? Yes Yes Yes Yes Yes

Specific Impact Tests: Checklist

Set out in the table below where information on any SITs undertaken as part of the analysis of the policy
options can be found in the evidence base. For guidance on how to complete each test, double-click on

the link for the guidance provided by the relevant department.

Please note this checklist is not intended to list each and every statutory consideration that departments
should take into account when deciding which policy option to follow. It is the responsibility of

departments to make sure that their duties are complied with.

Does your policy option/proposal have an impact on...? Impact Page ref
within IA

Statutory equality duties® Yes

Statutory Equality Duties Impact Test guidance

Economic impacts

Competition Competition Assessment Impact Test guidance No 25

Small firms Small Firms Impact Test guidance No

Environmental impacts

Greenhouse gas assessment Greenhouse Gas Assessment Impact Test guidance No

Wider environmental issues Wider Environmental Issues Impact Test guidance No

Social impacts

Health and well-being Health and Well-being Impact Test guidance Yes 25

Human rights Human Rights Impact Test guidance No

Justice system Justice Impact Test guidance No

Rural proofing Rural Proofing Impact Test guidance No

Sustainable development No

Sustainable Development Impact Test guidance

5 Race, disability and gender Impact assessments are statutory requirements for relevant policies. Equality statutory requirements will be
expanded 2011, once the Equality Bill comes into force. Statutory equality duties part of the Equality Bill apply to GB only. The Toolkit provides

advice on statutory equality duties for public authorities with a remit in Northern Ireland.
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Evidence Base (for summary sheets) — Notes

Use this space to set out the relevant references, evidence, analysis and detailed narrative from which
you have generated your policy options or proposal. Please fill in References section.

References

Include the links to relevant legislation and publications, such as public impact assessment of earlier
stages (e.g. Consultation, Final, Enactment).

No. | Legislation or publication

UK Fuel Poverty Strategy 2001: Amending Reference to the Warm Front Scheme Consultation

2 DECC Fuel Poverty Strategy 2001:
http://www.decc.gov.uk/en/content/cms/what we do/consumers/fuel poverty/strategy/strategy.aspx

3 DECC Fuel Poverty Statistics Report 2010:
http://www.decc.gov.uk/en/content/cms/statistics/fuelpov_stats/fuelpov_stats.aspx

4 DECC Fuel Poverty Strategy Annual Progress Report 2007:
http://www.decc.gov.uk/assets/decc/Statistics/fuelpoverty/1_20091021091505_e_@@_UKFuelPovert
yStrategy7AnnReport09.pdf

+ Add another row

Evidence Base

Ensure that the information in this section provides clear evidence of the information provided in the
summary pages of this form (recommended maximum of 30 pages). Complete the Annual profile of
monetised costs and benefits (transition and recurring) below over the life of the preferred policy (use
the spreadsheet attached if the period is longer than 10 years).

The spreadsheet also contains an emission changes table that you will need to fill in if your measure has
an impact on greenhouse gas emissions.

Annual profile of monetised costs and benefits* - (£Em) constant prices

Yo Y, Y. Y; Y, Ys Y Y, Ys Yo

Transition costs

Annual recurring cost

Total annual costs

Transition benefits

Annual recurring benefits

Total annual benefits

* For non-monetised benefits please see summary pages and main evidence base section

Microsoft Office
Excel Worksheet
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Evidence Base (for summary sheets)

Problem Under Consideration
What is fuel poverty?

1.

Households are classed as being in fuel poverty if they would have to spend more than 10% of their
income to sufficiently heat their home — defined as 21°C for the main living area, and 18°C for other
occupied rooms. The Government has a target to eradicate fuel poverty in England by 2016, and
end fuel poverty in vulnerable households by 2010, as far as is reasonably practicable.

Fuel poverty has three main drivers®:

a. Energy prices — rising energy bills increase the risk of fuel poverty for all households, as a
greater proportion of income is required to adequately heat homes;

b. Household income — households on lower income are typically more likely to be in fuel poverty
than those on higher incomes, such that an estimated 90% of fuel poor households are in the
bottom three income deciles; and

c. Energy performance of the home — households with relatively inefficient homes will need to
spend more of their income to adequately heat them than households in more efficient
buildings.

The latest estimates for England show there were 3.3m households in fuel poverty in 2008, a 0.5m
increase on 2007, and close to three times higher than in 2003 (see Figure 1). Upward pressure on
energy prices has been the main driver behind the increases in fuel poverty over recent years, while
growth in average household incomes and improvements in the thermal efficiency of homes have
had a smaller counter effect (DECC Fuel Poverty Annual Statistics Report, 2010).

Figure 1: Number of fuel poor households in England, 1996 — 2008
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Source: DECC Fuel Poverty Annual Statistics Report (2010)

Why is fuel poverty an issue?

The Fuel Poverty Strategy (2001) identified that fuel poverty damages people’s quality of life and can
impose wider costs on the community. To be considered fuel poor, a household would need to spend a
significant proportion of its income to heat the home adequately. This does not mean that households
actually do so, and under-heating can result in a number of negative outcomes including: increased risk
of illness — diseases including heart disease and strokes are exacerbated by the cold; absence from
work due to illness, and social exclusion.

® A summary of which factors are included in calculations of fuel poverty can be found in Annex 2.
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What is the Government doing to reduce fuel poverty?

4.

The most sustainable strategy for reducing fuel poverty is to improve the heating and energy
performance of homes. This enables households to heat their homes adequately and mitigate their
vulnerability of households to increases in energy prices and/or reductions in income.

The Government has a number of policies in place to support vulnerable and low-income
households. On household thermal efficiency, policies include those aimed at reducing household
emissions such as the Carbon Emissions Reduction Target (CERT) and the Community Energy
Saving Programme (CESP). On incomes, Winter Fuel Payments and Cold Weather Payments help
households to pay their energy bills. On prices, the Government is consulting on proposals to launch
the Warm Home Bonus scheme, where energy suppliers will be required to provide financial support
on energy bills to vulnerable and fuel poor households.

Warm Front complements these programmes by providing heating and insulation measures directly
to vulnerable households to improve the warmth and energy efficiency of their homes, which yields
both short term and long run benefits. The programme delivers a number of measures to
households where possible, and issues grants to contribute to or completely cover the cost. Almost
2m households in England have received Warm Front assistance since 2000. In 2009/10, the
average Standard Assessment Procedure (SAP) — a standardised measure of building thermal
performance — of households that received support through the Warm Front scheme increased from
38 to 62 (DECC Fuel Poverty Strategy Annual Progress Report, 2009).

Rationale for Intervention

7.

Warm Front provides grants for packages of home heating and insulation improvements, including
central heating systems, to a significant number of households. The level of funding available to the
programme is set to decrease significantly from £1.1bn in the 2008-11 spending review period, to
£220m in the spending period 2011-15

Current eligibility for Warm Front grants is based on age thresholds and/or entitlement to a range of
both means tested and non-means tested state benefits. Because fuel poverty is highly correlated
with low income, and only a proportion of the benefits that underpin Warm Front eligibility are means
tested, an estimated 53% of Warm Front eligible households in England are fuel poor.7 Against a
backdrop of a reduced funding envelope, and in order to ensure that the scheme can continue to
effectively support the needs of vulnerable and fuel poor households, the Government is reviewing
the scheme’s eligibility criteria.

Policy Objective

9.

10.

The aim of the policy change is to improve the targeting of funding for heating and insulation
measures through Warm Front so that the scheme continues to provide support to vulnerable and
fuel poor households. A more focused use of Warm Front resources will be achieved if eligibility for
the scheme is more focused on identifying the households that we already know to be most
susceptible to fuel poverty — the elderly, families with young children, and disabled or long-termiill.

The intended effect of this is to reduce the number of households in and at risk of fuel poverty in a
way that best uses the limited resources available, while ensuring that support can be practically
and proportionately delivered to those vulnerable groups identified in the Fuel Poverty Strategy
2001.

Options Under Consideration

11.

Eligibility criteria for Warm Front should perform well against a number of principles:

a. Fuel Poverty ‘Hit Rate’ — defined as the estimated proportion of households eligible for Warm
Front that are fuel poor. This should be higher than the average for recipients of particular
means-tested benefits;

7 Note that this figure is different to that published in the Fuel Poverty Statistics 2010 publication. For an explanation please
see Annex 2.
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Coverage of vulnerable groups — the UK Fuel Poverty Strategy (2001) identifies that while all
health risks associated with fuel poverty apply to all people, older people, families with children,
and householders who are disabled or suffering from a long-term iliness are especially
vulnerable;

Availability of suitable proxies — finding fuel poor households is challenging as fuel poverty is
dynamic — a household could be fuel poor one year and not the next, and given the multiple
drivers of fuel poverty it is difficult to identify which households are fuel poor. As a result it is
necessary to have access to suitable proxies to use in order to target support effectively;

Flexibility and practicability — it is important to ensure that eligibility criteria are flexible
enough to allow cost-effective delivery of Warm Front measures. For example, placing very
stringent restrictions on eligibility for support through the scheme could make it more
challenging for the scheme manager to deliver the measures as a greater proportion of the
scheme budget would need to be spent targeting and engaging with eligible households. It is
important also to ensure that the criteria are easily understood and that the application process
is not overly burdensome — stringent or difficult to understand may discourage some
households (including some of the most vulnerable) from applying for support under the
scheme.

12. A number of options have been considered and are set out below. These options are analysed as

13.

part of the Costs and Benefits of Options section.

An additional factor under consideration is the introduction of a household energy efficiency
performance threshold as an additional criterion for eligibility. This would mean a household would
need to live in a home with a Standard Assessment Procedure (SAP) score below a certain level, in
addition to meeting the criteria set out under each option. This criterion is considered as the thermal
efficiency of a home is static and likely to increase the vulnerability of a household to fuel poverty
over time, whereas other factors such as energy prices and income are dynamic. Therefore
targeting households below an efficiency threshold should lead to greater reductions in the risk to
households of being in fuel poverty.

Do Nothing — Maintain the current eligibility criteria, and introduce an energy efficiency

performance threshold

14. Households are currently eligible for apply for Warm Front assistance under the following criteria:

Householders aged 60 or over in receipt of one or more of the following benefits:

- Income Support

- Council Tax Benefit

- Housing Benefit

- Job Seekers Allowance (income-based)

- Pension Credit

- Income-related Employment and Support Allowance

Householders with a child under 16, or pregnant women with maternity certificate MAT-B1, in
receipt of one or more of the following benefits:

- Income Support

- Council Tax Benefit

- Housing Benefit

- Job Seekers Allowance (income-based)

- Pension Credit

- Income-related Employment and Support Allowance

Householders in receipt of one or more of the following benefits:

- Working Tax Credit (with an income of less than £16,040, which must include a disability
element)

- Disability Living Allowance

- Child Tax Credit (with an income of less than £16,040)

- Housing Benefit (which must include a disability premium)

- Income Support (which must include a disability premium)
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- Council Tax Benefit (which must include a disability premium)

- War Disablement Pension (Which must include a mobility supplement or Constant
Attendance Allowance)

- Industrial Injuries Disablement Benefit (which must include a Constant Attendance Allowance)

- Attendance Allowance

15. This option would maintain the current situation where around 53% of eligible households are fuel
poor.

Policy Option 1 — Maintain current Warm Front eligibility criteria minus Attendance Allowance
and Disability Living Allowance, for homes under an energy efficiency performance
threshold

16. Under this option the current Warm Front eligibility criteria would be retained, excluding the two non-
means tested benefits of Attendance Allowance and Disability Living Allowance. This would create a
stronger link between eligibility and low income, which is highly correlated with fuel poverty.

Policy Option 2 — Cold Weather Payment criteria only, for homes under an energy efficiency
performance threshold

17. This option would revise the current eligibility criteria and align them with those that determine
qualification for Cold Weather Payments. This would mean that Warm Front assistance would be
provided exclusively based on means tested benefits, but still target support at the main fuel poverty
vulnerable groups.

18. Cold Weather Payments (CWPs) are targeted at those most vulnerable to the cold i.e. disabled
adults and children, the elderly and families with young children who are in receipt of an income
related benefit. These are groups who spend more time in doors and often have restricted mobility
because of age or disability.

19. Eligible customers are all those awarded:

e Pension Credit, or
e Income-related Employment and Support Allowance that includes a work-related activity or support
component;

and those awarded:

e Income Support, or

¢ Income-based Jobseeker’s Allowance, or

¢ Income-related Employment and Support Allowance in the assessment phase (first 13 weeks of the
claim),

who must also have one of the following:

e apensioner premium, or

e adisability or severe disability premium, or

e an award of child tax credit that also includes an element for a disabled, or severely disabled, child
Oor young person, or

e achild under the age of five.

Policy Option 3 — Cold Weather Payment criteria plus those households receiving Child Tax
Credit and under an income threshold of £16,190, for homes under an energy efficiency
performance threshold

20. This option is identical to Policy Option 2 but adds an additional criterion for households receiving
Child Tax Credit and are under an income threshold of £16,190. It would be based almost
exclusively on means tested benefits, with attached conditions that target support at vulnerable
groups including the disabled, the elderly and young children.

21. Households are eligible for Child Tax Credit (CTC) if they are responsible for a child under the age
of 16 (under 20 if in full time education or approved training).
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Policy Option 4 — Pension Credit criteria and Child Tax Credit criteria for households under an
income threshold of £16,190, and below an energy efficiency performance threshold

22. This option would revise the current eligibility criteria and align them with those that underpin
Pension Credit and CTC with an income of under £16,190. Pension Credit is a means tested benefit
for householders of pensionable age, but do not necessarily have to qualify for a state pension.
There are two components:

a. To qualify for Pension Credit Guarantee eligible householders must:

e Meet the minimum qualifying age (60 — 65, gradually increasing to 2020); and
e Have a weekly income below £132.60 (if single, £202.40 if a couple).

b. To qualify for Savings Credit eligible householders must:

e Meet the minimum qualifying age (65); and
e Have made some provision for their retirement (e.g. a second pension).

23. This option would be exclusively means tested, and specifically targets the elderly and young
children, but excludes the disabled.

Policy Option 5 — Pension Credit Guarantee criteria and Child Tax Credit criteria for households
under an income threshold of £5,200, and under an energy efficiency performance threshold

24. This option mirrors Policy Option 4 but restricts eligibility to those elderly households and homes
with young children that are on very low incomes only.

Costs and Benefits of Options

25. This section analyses the identified costs and benefits of each option. These are divided into
monetised and non-monetised costs and benefits. The methodology for estimating monetised
costs and benefits is outlined in Annex 5.

26. The funding profile for the spending period 2011-15 is, in nominal prices, £110m in 2011/12, £100m
in 2012/13 and no further funding for installation of measures in 2013/14 and 2014/15. Going
forward, the Green Deal will be the key element of the Government’s policy to improve household
energy efficiency.

27. The estimated number of households assisted under all options is approximately 57,000 in 2011/12,
and 50,000 in 2012/13 (details on how these estimates are calculated are in Annex 5).

Equity Weighting

28. Certain monetised costs and benefits considered in this impact assessment are adjusted to reflect
that Warm Front assistance will be worth more to some households than others. This adjustment is
called ‘equity weighting’ (see Monetised Costs and Monetised Benefits sections for details of which
costs and benefits are equity weighted).

29. In line with the methodology in the Green Booke, the equity weighting used in this impact
assessment is done on the basis of income, whereby assistance given to households in lower
income groups is judged to be more valuable to society than assistance given to households in high
income groups.

30. Equity weighting based on income is appropriate for assessing the costs and benefits of changing
the Warm Front eligibility criteria, as fuel poverty is highly correlated with low income. However, the
selection of a preferred Policy Option should not focus only on the targeting of measures at poor
households, but also on the other important factors outlined in the principles found in paragraph 11,
such as coverage of vulnerable groups. In order to ensure that each Policy Option is assessed these

8 http://www.hm-treasury.gov.uk/data_greenbook_index.htm
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principles as well as equity weighted costs and benefits, a multi-criteria analysis is undertaken in the
Analysis of Policy Options section below.

Monetised Costs

31.

32.

33.

The monetised costs for each option consist of four components:

a. Direct costs of measures — this is the material cost of the heating and insulation measures
that Warm Front delivers, and the cost of their installation;

b. Hidden costs of measures — in order to have measures installed in their homes householders
will need to research if they are eligible, spend time supervising installers and/or spend time and
money re-decorating post-installation. These costs are adjusted to reflect that an extra £1 spent
on hidden costs will be worth more in value terms to a household in a low income group, than it
will be to a household in a high income group (called ‘equity weighting’ — see Annex 5 for
details);

c. Administration costs — administrative costs of delivering Warm Front measures through a
delivery partner contractor. Administrative costs of verifying eligibility under Policy Options 1 — 4
are not expected to vary with the nature of the criteria used. This is because households are in
the first instance required to phone the delivery contractor to verify eligibility, and reducing or
increasing the number of qualifying benefits is not likely to save a significant amount of time.
There are non-monetised administrative costs associated with Policy Option 5 outlined in Non-
Monetised Costs below, which also details costs associated with the introduction of an energy
efficiency performance threshold for all Policy Options;

d. Increase in the value of CO, emissions — while overall carbon emissions decrease as a result
of the measures installed under Warm Front, the majority of these savings are from reductions
in electricity use, the carbon price of which is determined by the EU Emissions Trading System
(ETS). The increases in emissions are from gas, oil, and LPG, the shadow carbon prices for
which are determined independently of the EU ETS. For a significant proportion of the lifetime of
Warm Front measures, the traded (EU ETS) carbon price is forecasted to be significantly lower
than the non-traded price. This means that the increase in emissions from gas, oil and LPG has
a higher value overall than the reduction in emissions from electricity, which results in a net
carbon cost to society.

All of these costs, excluding hidden costs, are only considered in the baseline Do Nothing option
(see Tables 2.1 and 2.2), as adjusting the eligibility criteria does not incur any incremental changes
in these. Because the hidden costs are equity weighted, and each Policy Option targets a different
mix of households with different incomes, the hidden costs vary between options.

Under each option we assume that the Warm Front budget is spent, the same number of
households receive measures under each option, incurring the same (monetised) administrative
costs, therefore apart from hidden costs, altering the eligibility criteria does change incur any
additional monetised cost relative to the Do Nothing baseline.

Non-Monetised Costs

Administration Costs

34.

At present, households that receive Warm Front measures are provided with an energy performance
assessment of their home, which results in a SAP score, before and after measures are installed. It
is not expected that these costs will increase with the introduction of a SAP threshold for any of the
Policy Options considered. However, the introduction of a SAP threshold increases the likelihood of
a household being denied Warm Front assistance if, post-assessment, their home receives a score
above the threshold. In these instances there will be an additional administration cost in terms of the
time cost to the delivery contractor of conducting the SAP assessment and time cost to the
household of supervising the assessment.

Menu Costs

35.

Changing the eligibility criteria for Warm Front will require the delivery organisation to update this
information on their website and in any communication with households. This cost is expected to be
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small, and consistent across Policy Options 1 — 5, and therefore will not affect the net benefit of one
Policy Option relative to other options.

Search Costs

36.

Households are required to contact the Warm Front scheme to verify eligibility if they fit the criteria
displayed on the Warm Front website. If the eligibility criteria are overly restrictive, the risk arises of
an insufficient number eligible households applying for assistance. This would lead to search costs
for the delivery contractor, as households would have to be identified to receive assistance. This is
not considered to be a risk for Policy Options 1 — 4, but is a risk for Policy Option 5 (see Analysis of
Policy Options).

Monetised Benefits

37.

38.

39.

40.

The monetised benefits for each option consist of two components:

a. Energy savings — the installation of insulation and heating measures, such as boilers and
central heating systems to replace electric heaters, reduces the amount of energy consumed by
recipient households. The lifetimes of each measure installed are taken into account, and
therefore the savings reflect the total reduction in energy demand that each measure will deliver
throughout its lifetime. These energy savings benefit society by reducing the amount of energy
resources consumed.

b. Welfare increase due to reduction in household energy bills — as a result of Warm Front
measures, overall household energy bills are found to decrease, which results in savings to
households. These are private benefits — the social benefit of reduced energy demand is
accounted for under Energy Savings — which are not counted as a benefit society. However,
because the beneficiaries of these bill savings are predominantly those on relatively lower
incomes, there is a wider benefit to society of the private bill reductions these households
receive. The societal benefit is included in the benefit calculations by including the difference
between equity weighted and non-equity weighted bill savings for all recipient households — the
net welfare gain (see Annex 5 for more details).

c. Improvement in air quality — the installation of energy efficiency measures and switching to
heating appliances that use cleaner fuels (e.g. gas instead of oil boiler) result in an improvement
in air quality.

d. Comfort taking — as a result of improvements in household energy efficiency (e.g. through
cavity wall insulation), some households are likely to increase their energy consumption as it will
cost less to heat their homes — this is referred to as ‘comfort taking’. The value of the energy
consumed through comfort taking is equity weighted to reflect that an extra £1 spent on an
energy will be worth more in value terms to a household in a low income group, than it will be to
a household in a higher income group.

Similarly to most of the monetised costs, the air quality benefits are constant across all options,
including the baseline Do Nothing case, and therefore are not counted as an incremental benefit of
any of Policy Options 1-5.

The reduction in household bills varies significantly between different options. This is because each
option targets a different combination of income groups, and the equity weighted benefit therefore
varies according to the mix of income groups under each Policy Option (Annex 5 gives further detalil
on equity weighting). Table 1 displays the modelled distributions of households across income
deciles under the Do Nothing baseline and Policy Options 1 — 5.

These figures show that changing the current eligibility criteria would exclude all households in the
top income decile (10), i.e. those that are among the richest 10% of all households. Furthermore, all
of Policy Options 1 — 5 focus eligibility towards those in the lower income deciles, suggesting that
changing the eligibility will tend to exclude relatively wealthier households on average.
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Table 1: Modelled Distributions of Eligible Households by Income Decile

Income Decile Do Nothing Option 1 Option 2 Option 3 Option 4 Option 5
1 18% 22% 18% 15% 18% 27%
2 17% 21% 26% 23% 25% 39%
3 17% 19% 21% 22% 22% 30%
4 14% 15% 15% 20% 19% 4%
5 10% 10% 9% 1% 1% -
6 8% 6% 6% 5% 3% -
7 6% 3% 2% 2% 1% -
8 5% 3% 2% 1% 1% -
9 3% 1% 1% 1% 1% -
10 2% - - - - -

41. Tables 2.1 and 2.2 display the estimated costs and benefits of the Do Nothing baseline case
(maintain the current Warm Front eligibility criteria) relative to a scenario where no Warm Front
scheme exists. ‘Central’/’High’/’Low’ scenarios are shown to demonstrate the sensitivity around
assumptions relating to the level of future energy prices and the scale of hidden costs.

42. Table 2.1 demonstrates that under the central estimate the benefits of the Do Nothing option itself
outweigh the costs of delivering Warm Front across the range of uncertainty associated with energy
prices and hidden costs. Table 2.2 shows that when equity weighting is applied to capture the
increase in social welfare from bill savings, the additional social benefit from comfort taking, and the
additional social cost associated with hidden costs, the benefits of having a Warm Front scheme
significantly outweigh the costs of delivering it, under all scenarios.

Table 2.1: Monetised Costs and Benefits of the Do Nothing Baseline, excluding Equity
Weighting (£m, NPV, 2009 prices)

Benefits Central High Low
Total Energy Saving £269.8 £315.4 £194.5
Comfort Taking £16.6 £19.3 £12.5
Improvement in Air Quality £1.8 £1.8 £1.8
Total Benefits £288.2 £336.5 £208.8

Costs

Direct Costs of Measures -£143.2 -£143.2 -£143.2
Hidden Costs of Measures -£10.8 -£15.0 -£6.5
Administration Costs -£43.2 -£43.2 -£43.2
Value of change in Carbon Emissions -£65.5 -£106.8 -£32.1
Total Costs -£262.7 -£308.2 -£225.0
Net Present Value £25.6 £28.3 -£16.2
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Table 2.2: Monetised Costs and Benefits of the Do Nothing Baseline, including Equity
Weighting (£€m, NPV, 2009 prices)

Benefits Central High Low
Total Energy Savings £269.8 £315.4 £194.5
Equity Weighted Welfare Increase from Bill Savings £369.5 £398.7 £323.5
Equity Weighted Comfort Taking £32.0 £37.1 £24.1
Improvement in Air Quality £1.8 £1.8 £1.8
Total Benefits £673.1 £753.0 £543.9

Costs

Direct Costs of Measures -£143.2 -£143.2 -£143.2
Equity Weighted Hidden Costs of Measures -£20.7 -£28.9 -£12.6
Administration Costs -£43.2 -£43.2 -£43.2
Value of change in Carbon Emissions -£65.5 -£106.8 -£32.1
Total Costs -£272.6 -£322.1 -£231.1
Net Present Value £400.5 £431.0 £312.9

43.

44.

45.

46.

The targeting of Warm Front assistance differs for each Policy Option compared to the Do Nothing
baseline, and therefore any difference relative to the baseline are counted as benefits of each
option. These are summarised in Table 3.

The monetised benefits displayed in Table 3 measure the net benefit of each option in addition to
those outlined in Table 2.2. Because the social welfare gain from energy bill savings, benefits of
comfort taking and hidden costs of measures are all equity weighted, they vary in accordance with
the income distribution of the households eligible under different Warm Front criteria. Table 3 should
therefore be interpreted as the additional net benefits relative to the Do Nothing baseline of each
set of eligibility criteria. All options are found to be beneficial compared to the Do Nothing case,
indicating that adjusting the Warm Front eligibility criteria is an improvement for society.

Table 3: Net Benefits of policy options relative to Do Nothing Baseline
including Equity Weighting (£Em, NPV, 2009 Prices)

Policy Option Central High Low
1 £83.3 £89.4 £73.1
2 £80.4 £86.3 £70.5
3 £51.6 £55.4 £45.3
4 £94.4 £1014 £82.9
5 £244.8 £262.9 £214.9

Table 3 shows that Policy Option 5 to have significantly higher additional net benefits compared to
the other options. This is primarily due the highly restrictive criteria under Option 5 that mean only
those on very low incomes (below £5,200) are eligible — Table 1 shows that more than 95% of
eligible households under this option are in the bottom three income deciles. Welfare gains from
savings on bills for the poorest groups are given more weight in our analysis than savings for those
households higher up the income distribution. As such this result is driven by how poor eligible
households are, and not how vulnerable or fuel poor they are. Consideration is given to the eligibility
of fuel poor households and coverage of vulnerable groups in the Non-Monetised Benefits section
below.

In relation to Option 1, removing the non-means tested elements of the current Warm Front eligibility
criteria results in a significantly higher net benefit than the Do Nothing baseline. Policy Option 2 is
significantly more beneficial relative to Option 3, despite the only difference in eligibility relating to
the inclusion of CTC in the former. This indicates that including CTC results in support being
directed at fewer households at the bottom of the income distribution compared to using Cold
Weather Payment criteria only, which is evident in Table 1. Option 4 performs strongly in NPV
terms, as the targeting of recipients of pension credit and child tax credit below an income threshold
of £16,190 focuses support on households in low income deciles.
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Non-Monetised Benefits
Fuel Poverty Hit Rate

47. Table 4 displays the estimated proportion of eligible households that are fuel poor under each option
— the fuel poverty hit rate.” The higher the hit rate, the more likely households that receive Warm
Front assistance are to be vulnerable and/or fuel poor. The policy objective is to improve the
targeting of Warm Front measures at vulnerable and fuel poor households, and therefore increasing
the hit rate relative to the Do Nothing baseline is desirable.

48. The introduction of a SAP criterion (energy efficiency performance threshold) significantly improves
the fuel poverty hit rates for every option. By way of illustration, for all Policy Options the introduction
of a threshold of 55 SAP increases the hit rate while retaining a suitably large group of eligible
households, whereas a threshold score of 38 would typically reduce the number of fuel poor eligible

households by 66% or more compared to not including a SAP threshold.

49. Reducing the size of the eligible group may raise issues of flexibility, as discussed in the Analysis of
Policy Options section below.

Table 4: Fuel Poverty Hit Rates for all Policy Options

Overall SAP <= 38 SAP <= 55
Number of Number of Number of
Policy Households o, Fuel Households o, Fuel Households o Fuel
Option All Fuel Poor Poor All Fuel Poor Poor All Fuel Poor Poor
Do Nothing | 4,329 2,310 53% | 979 790 81% | 2,884 1,859 64%
1 3,592 2,203 61% | 842 743 88% | 2,427 1,769 73%
2 2,221 1,473 66% | 537 468 87% | 1,507 1,165 77%
3 2,818 1,715 61% | 645 563 87% | 1,861 1,373 74%
4 2,180 1,462 67% | 502 472 94% | 1,442 1,155 80%
5 1,392 1,120 80% | 340 333 98% 943 854 91%

Reduction in Fuel Poverty

50. Estimated reductions in the number of households in fuel poverty are displayed in Table 5. These
numbers are rounded to the nearest 5,000 households to reflect significant uncertainty in the
modelling of household level impacts of Warm Front measures (see Annex 3).

Table 5: Estimated reduction in the number of households
in fuel poverty due to Warm Front Assistance

Estimated Reduction in Number of Households in
Fuel Poverty

Relative to
Policy Option 2012/13 2013/14 Total Baseline
Do Nothing 25,000 20,000 45,000 -

1 30,000 20,000 50,000 5,000

2 25,000 25,000 50,000 5,000
3 25,000 20,000 45,000 -

4 30,000 30,000 60,000 15,000

5 30,000 30,000 60,000 15,000

51. The broad estimates in Table 5 illustrate that, assuming that all measures under Warm Front were
delivered to the maximum number of households possible given the spending envelope, Policy
Options 1 and 2 would remove around 5,000 additional households from fuel poverty than under the
Do Nothing option. Options 4 and 5 would remove around 15,000 more than the Do Nothing option.

? Note that this figure is different to that published in the Fuel Poverty Statistics 2010 publication. For an explanation please
see Annex 3.
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These figures should be interpreted carefully, as the modelling contains a number of uncertainties,
and it is not clear whether there are a larger proportion of households close to the fuel poverty
threshold (i.e. households who would need to spend little more than 10% of their income to
adequately heat their home) under Policy Options 4 and 5 relative to options 2 and 3.

Coverage of Vulnerable Groups

52. Table 6 shows estimates of the proportion of members of vulnerable groups present in eligible
households under each Policy Option. These should be interpreted carefully, as there is overlap
between vulnerable groups (e.g. a household member being over 60 years of age and being
disabled), therefore the proportions do not add up to 100%. The final column of the table illustrates
the proportion of households that contain a member of at least one of the vulnerable groups. It
should be noted that a higher percentage for a particular vulnerable group does not mean that more
households from that group will be eligible in absolute terms.

Table 6: Estimated proportions vulnerable groups under Policy Options

Long Term Under 16 or

Under 16 Aged 60 and Sick or over 60 or

Policy Option years over Disabled  Sick/Disabled
Do Nothing 16% 51% 51% 98%

1 17% 83% 44% 99%

2 9% 78% 52% 96%

3 22% 76% 38% 98%

4 24% 63% 45% 95%

5 8% 91% 43% 99%

53. Table 6 shows that varying the eligibility criteria significantly alters the proportions of eligible
households that belong to each vulnerable group. Coverage of vulnerable groups is considered
alongside other criteria to assess each option in the Analysis of Policy Options section below.

Health Impacts

54. All options are expected to have similar health benefits, although better targeting of measures at
vulnerable groups may improve health outcomes to a greater degree for those most susceptible to
the negative health impacts of fuel poverty. The greater ability of households to adequately heat
their homes, while also reducing the amount of energy needed to do so, is likely to result in a
number of households increasing the average temperature in their homes. This is likely to reduce
the risk of negative physical and mental health impacts associated with cold homes, such as
respiratory diseases, flu, heart disease and strokes (Fuel Poverty Strategy, 2001).

55. At present there is no robust methodology with which to quantify such benefits, however a
qualitative discussion of the likely health impacts is included in the Health Specific Impact Test
below.

Administration Savings

56. It is expected that there would be some changes to administration costs of changing the Warm Front
eligibility criteria. These are detailed in Annex 5.

57. In summary, Policy Options 1 — 4 are expected to reduce the administration costs of delivering
Warm Front by a small amount through the simplification of the eligibility criteria. However, Policy
Option 5 has the potential to increase administration costs through introducing a restrictive income
threshold and introducing the risk of introducing search costs for the Warm Front delivery
organisation due to the relatively small number of households eligible under this option. This is
discussed further in the analysis of Option 5 below.
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Analysis of Policy Options

58. Table 7 summarises the strengths and weaknesses of each option in relation to the cost-benefit
analysis and principles outlined above. Boxes in red indicate the worst Policy Option in relation to
each criterion. The analysis suggests that, while there are a number of plausible options for new
scheme eligibility criteria, we believe that Option 2 strikes the best balance between having a
large and positive net benefit, and performing strongly against the principles outlined above.

Policy Option 1 — this option has a high net benefit but has the poorest fuel poverty hit rate of all the
options considered (although it still represents an improvement on the ‘do nothing’ scenario). The
removal of DLA/AA from the list of qualifying benefits would seriously restrict the level of support that
is offered to long-term sick and disabled households).

Policy Option 2 — this option has a large and positive net benefit and a good fuel poverty hit rate.
By setting criteria that target the elderly, the disabled and families with young children, this option
provides good coverage in relation to the set of vulnerable fuel poor households as set out in the
Fuel Poverty Strategy.

Policy Option 3 — this option performs strongly in terms of coverage of vulnerable groups. However,
the addition of the Child Tax Credit and an income threshold lower the net benefit and fuel poverty
hit rate relative to Policy Option 2, as the eligible group of households contains a higher proportion of
relatively wealthier households.

Policy Option 4 — has a high net benefit as it restricts eligibility to those on the relatively lower
incomes, and has a high fuel poverty hit rate. However, as this option restricts access to support for
a significant proportion of long term sick and disabled households, it performs less well in terms of
coverage of vulnerable groups.

Policy Option 5 — this option has a significantly larger net benefit than any other option, and a high
fuel poverty hit rate (as eligibility is restricted to households on very low incomes and fuel poverty is
highly correlated with low income). However, this option raises the same issues as Policy Option 4
in relation to coverage of vulnerable groups, with restricted eligibility for the long term sick and
disabled. In addition, the criteria restrict the size of eligible households that are fuel poor to around
850,000, which is significantly lower than all other options. Limiting eligibility to a relatively small
number of households could potentially result in the scheme delivery partners incurring higher
search costs to find eligible households.

Table 7: Analysis of Policy Options

Fuel PF?;/ttzrty Hit Coverage of
Net Benefit Vulnerable Flexibility and
Policy Option (NPV) (SAP <= 55) Groups practicability
2 £80.4 77% v v
4 £94.4 80%
S £244.8 91%

Risks and Assumptions

59. The key assumptions that underpin the costs and benefits of the Do Nothing and Policy Options 1 —
5 relates to estimates of energy savings for each measure. These are detailed in Table A5.1 (Annex
5), but the key aspects are summarised as:

a.

All boilers that are installed are assumed to be replacing non-central electric heating (i.e.
electric heaters, and not storage heaters/electric central heating). As a result, the net energy
savings of these measures are the savings in electricity use less the increase in energy use of
the fuel used by the boiler installed (e.g. gas, oil, LPG);

All central heating installations use the same assumption as (a); and
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c. For all insulation measures installed it is assumed that no insulation of that type was installed
previously. For example, if cavity wall insulation is installed, it is assumed that no previous
insulation existed in the cavity.

60. The remaining assumptions relate to uncertainty around future energy prices, as outlined in the
Interdepartmental Analysts Group guidance on valuing changes in energy and greenhouse gas
emissions. More detail is provided in Annex 5.

Specific Impact Tests
Equality

61. All Policy Options considered in this impact assessment are found to have both positive and
negative impacts on the protected equality characteristics of age, disability, gender, race, religion or
belief, sexual orientation, gender reassignment, marriage and civil partnership, and pregnancy and
maternity. These are summarised in Table 8. More details on the approach taken and findings can
be found in Annex 4.

Table 8: Summary of Equality Impact Assessment Findings

Equality Duty Policy Option 1 Policy Option 2 Policy Option 3 Policy Option 4 Policy Option 5
Age Positive + Negative Positive + Negative Positive + Negative
Disability Negative Positive + Negative Positive + Negative Positive + Negative Positive + Negative
Gender Negative No Impact No Impact No Impact No Impact
Race Potential Potential Potential Potential Potential
Religion or Belief No Impact No Impact No Impact No Impact No Impact
Sexual Orientation No Impact No Impact No Impact No Impact No Impact
Gender Reassignment No Impact No Impact No Impact No Impact No Impact
,I;/;?;::rg;/ig:” No Impact No Impact No Impact No Impact No Impact
Pregnancy/Maternity No Impact Positive + Negative Positive + Negative Positive + Negative Positive + Negative

= Does not discriminate against group, and only has positive impacts on group

. . = Does not discriminate against group, has positive impacts for some within group and negative
Positive + Negative | . & group P P group g
impacts for others

Negative = Does not discriminate against group, but has negative impacts on the group
Potential = Does not discriminate against group, has potential impacts on the group, but no evidence for them
Discriminates = Discriminates against group under Equality Act 2010

Health

62. Living in cold conditions is linked to a number of detrimental physical and mental health impacts. A
recent study concluded that inadequate levels of heating and fuel poverty are linked, in particular, to
respiratory problems in children and an increased risk of mortality in older adults'. Other sources
also highlight the risk of respiratory problems among adults and the potential development of
influenza, pneumonia and asthma, alongside an increased risk of arthritis and accidents at home
linked to poorly heated housing."

63. The provision of grants for Warm Front measures for those households vulnerable to fuel poverty
aims to allow households to heat their home sufficiently in an efficient and affordable way.
Increasing indoor temperatures would have a positive impact on the health of household members,
removing to some extent the potential health risks associated with living in poorly heated homes.
The changes in eligibility criteria are likely to better target these measures at households that are
more vulnerable to the health impacts of fuel poverty than under the Do Nothing case.

10 Green, G. and Gilbertson, J. (2008); “Warm Front Better Health: Health Impact Evaluation of the Warm Front Scheme’,
CRESR

1 Liddell, C. and Morris, C. (2010):” Fuel Poverty and Human Health: A Review of Recent Evidence’; Energy Policy, Vol. 38,
Issue 6, p. 2987-2997
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64. Estimating the true impact of assisting different sets of households through different Warm Front
eligibility criteria is problematic due to uncertainties and a lack of evidence linking installation of
Warm Front measures with health outcomes in Great Britain. Furthermore, The health impact of
assistance will depend on particular demographic characteristics of the household, for example:

a. whether any household member has any underlying health conditions and how these
interact with any potential temperature change;

b. how many of the household members are pensioners, children or have a long-term
sickness or disability, or are from other groups which are particularly vulnerable to ill
health as a consequence of low indoor temperatures and;

c. what the drivers of mental health are for each household member.

65. Although the link between poor housing conditions and detrimental health impacts is well
documented, there is no set methodology which can define a set of given health outcomes
associated with a given increase in indoor temperature. Further, there is no robust methodology
through which any anticipated improvements in health can be monetised and included in the formal
cost-benefit analysis of the different Warm Front eligibility options.

66. However, an improvement in the health of household members would have a number of benefits
which could be given a monetary value if the methodology existed. For example, improved health
would result in:

a. savings in health care provision as a result of fewer visits to GPs/hospitals;

b. smaller loses to businesses as a result of worker ill health and; fewer lost school days as a
consequence of child ill-health'® and

c. areduction in the consequent required care in these periods.

67. There is also an intrinsic value placed by the household member on its improved health and there is
evidence to suggest that poor housing may contribute, alongside a number of other consequences
of deprivation, to increased anti-social behaviour and crime in children who grow up in poor housing
conditions.' Increasing the thermal temperature of the home through Warm Front assistance could
contribute somewhat towards reducing the extent that poor housing conditions are a factor in driving
anti-social activity.

'2 Chapman, R. et al. (2009): ‘Retrofitting houses with insulation: A cost-benefit analysis of a randomised community trial’; J
Epidemol and Community Health 2009:63:271-277

13 Liddell, C. and Morris, C. (2010):” Fuel Poverty and Human Health: A Review of Recent Evidence’; Energy Policy, Vol. 38,
Issue 6, p. 2987-2997
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Annexes

Annex 1 should be used to set out the Post Implementation Review Plan as detailed below. Further
annexes may be added where the Specific Impact Tests yield information relevant to an overall
understanding of policy options.

Annex 1: Post Implementation Review (PIR) Plan

A PIR should be undertaken, usually three to five years after implementation of the policy, but
exceptionally a longer period may be more appropriate. A PIR should examine the extent to which the
implemented regulations have achieved their objectives, assess their costs and benefits and identify
whether they are having any unintended consequences. Please set out the PIR Plan as detailed below.
If there is no plan to do a PIR please provide reasons below.

Basis of the review: [The basis of the review could be statutory (forming part of the legislation), it could be to review existing
policy or there could be a political commitment to review];

The Warm Front delivery contractor, Eaga, produce an annual report detailing the types of measures
installed under the scheme and the types of households that have received assistance.

Review objective: [Is it intended as a proportionate check that regulation is operating as expected to tackle the problem of
concern?; or as a wider exploration of the policy approach taken?; or as a link from policy objective to outcome?]

To identify whether any changes to the eligibility criteria have a significant impact on the type of measures
installed under the scheme, or the types of households that receive assistance.

Review approach and rationale: [e.g. describe here the review approach (in-depth evaluation, scope review of monitoring
data, scan of stakeholder views, etc.) and the rationale that made choosing such an approach]

The review will gather household level information from recipients of assistance, including SAP scores
before and after measures are installed, the types of measures installed, the number of households
assisted and some associated characteristics. These will be summarised to provide an overview of the how
the scheme has been delivered and to which households.

Baseline: [The current (baseline) position against which the change introduced by the legislation can be measured]

We assume that without changes to the eligibility criteria, Warm Front measures will be deliviered in a
similar manner and to a similar mix of households as in previous years. We therefore take the 2010/11
annual report as a baseline.

Success criteria: [Criteria showing achievement of the policy objectives as set out in the final impact assessment; criteria for
modifying or replacing the policy if it does not achieve its objectives]

The primary success criterion will be a notable increase in the targeting of measures at households that
have characteristics that indicate that they are likely to be vulnerable to fuel poverty.

Monitoring information arrangements: [Provide further details of the planned/existing arrangements in place that will
allow a systematic collection systematic collection of monitoring information for future policy review]

The delivery contractor collects information as measures are installed, and therefore are able to collate data
systematically for every household assisted.

Reasons for not planning a PIR: [if there is no plan to do a PIR please provide reasons here]
N/A
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Annex 2: Summary of Fuel Poverty Methodology**
68. A household is said to be in fuel poverty if it needs to spend more than 10% of its income on fuel to

69.

70.

71.

72.

73.

maintain an adequate level of warmth (usually defined as 21 degrees for the main living area, and
18 degrees for other occupied rooms).

The Fuel Poverty Ratio is defined as:

Fuel Costs (Modelled Usage x Price)

Fuel Poverty Ratio =
Income

If this ratio is greater than 0.1 then the household is Fuel Poor.

The fuel poverty ratio shows that fuel poverty can be considered to be an interaction of three main
factors:

* The energy efficiency of the dwelling (affecting the numerator);
* The cost of energy (affecting the numerator); and
* Household income (affecting the denominator).

The cost of energy is modelled rather than based on actual spending, as fuel poor households may
be under-heating their homes. The energy cost is calculated by combining the fuel requirements of
the household with corresponding fuel prices. These costs capture four areas of fuel consumption:

* Space heating;

» Water heating;

* Lights and appliances; and
« Cooking.

Income data are collected as part of the English Housing Survey (EHS). Energy price data are
collected from the DECC publication Quarterly Energy Prices, the Retail Price Index (compiled by
the Office for National Statistics) and the independent Sutherland Tables publication. The modelled
usage to achieve an adequate level of warmth in the household is dependent on a range of
characteristics concerning the dwelling and its occupants, collected from the EHS.

Typically, the majority of the fuel bill is accounted for by space heating. In England in 2008, on
average, around 57% of a modelled household bill was from space heating costs, 28% from lighting
and appliance usage, 10% from water heating and 5% from cooking costs. The household fuel
consumption requirements are modelled based on a number of factors including:

* The size of the property;

» The number of people who live in the dwelling;

* The energy efficiency of the household;

* The heating regime of the household — based on location and assumed duration of occupancy;
» Water heating requirements — based on the number of occupants in each dwelling;

* Demand for heating and lighting in each dwelling — based on number of occupants and size of
each dwelling;

» Cooking energy requirements — based on the number of occupants in each dwelling.

' The full Fuel Poverty methodology is available from:
http://www.decc.gov.uk/en/content/cms/statistics/fuelpov_stats/fuelpov_stats.aspx
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Annex 3: Explanation of Fuel Poverty Hit Rate Calculations

74.

75.

76.

77.

78.

79.

The 2007 combined year EHCS and 2007 fuel poverty data set has been the main source used for
modelling the figures around the new Warm Front eligibility. In places, this has been supplemented
by DWP data on benefit caseloads. This is particularly the case for pension credit, where reported
numbers of recipients in the EHCS are currently well below the number of households known to
receive the benefit. This is not unique to the EHCS, and most surveys of income show the same
trend — in part because households receiving pension credit often classify it as an addition to their
existing (state) pension when providing their responses to the survey. As a result, the reporting of
pension credit is understated by around a half.

To overcome this, a similar approach has been used to that in modelling the CERT super priority
group — that is, pension credit receipt has been modelled for each household based on their
theoretical entitlement to the benefit, and numbers have been fixed to keep them in line with DWP
reported caseloads (by income band). This is an imperfect perfect solution, as it subsequent
analysis will be affected — for example, the average income of these households is likely to be lower
than actual pension credit recipients. As a consequence, the propensity to fuel poverty of this group
is also likely to be higher. However, it is impossible to accurately proxy pension credit in the data,
and this is a reasonable approximation.

As a result of the pension credit approximating, the number of households eligible for the current
warm front scheme will be different from those published by DECC as part of their fuel poverty
statistics. This is because using the proxy method leads to many more households being
“theoretically” eligible for Warm Front on the basis of their modelled pension credit receipt.

There are also some interactions with other benefits that present challenges when measuring
eligibility by combined benefit groups — this is because of the interaction between existing benefit
data and the proxy measure for pension credit. For example, a household eligible for cold weather
payments but not reported to be in receipt of pension credit may be included in the new
approximated pension credit group. This can present difficulties when weighting individual
households together to national levels, in particular when attempting to fix for the overall levels of
benefit receipt. For example, it is likely that a small element of double counting will exist in some of
the eligibility groups (mainly the groups that combine cold weather payments and a variation of
pension credit).

Finally, the levels of the fuel poverty hit rates identified in this IA will be overstated. As mentioned
above, the approximated pension credit flag yields a pension credit group with lower income than in
reality. This suggests that results on the absolute fuel poverty hit rates in particular should be
treated as approximate, and care should be taken when interpreting these. Consistency is likely to
be preserved in the ordering of each of the proposed eligibility groups, but inferences absolute
differences between the groups should be avoided.

In addition, the data used for this work was old projection data for 2009, when prices were higher
than they are now, and a revised projection of fuel poverty for 2009 published in the 2010 Annual
Report on Fuel Poverty Statistics (using latest prices and observed or updated projections of
income) suggests that fuel poverty will be lower. The timing of producing analysis of his report has
meant that newer data was only available mid-way through the work, so to preserve consistency, the
original data source has been used throughout.

29



Annex 4: Detailed Equality Impact Assessment

80. This Annex outlines the approach taken and the finding of the Equality Impact Assessment
undertaken for the proposed changes to the eligibility criteria for Warm Front.

Approach

81. The purpose of the Equality Impact Assessment is to identify possible positive and negative effects
of the proposed changes to the Warm Front eligibility criteria on different equality groups, and gather
evidence to support the assessment of impacts and, where necessary, plan action to address them.
This Equality Impact Assessment focuses on the protected characteristics that will be in place from
April 2011 under the Equality Act 201 0."° The protected characteristics are:

e Age

e Disability

e Gender reassignment

e Marriage and civil partnership
e Pregnancy and maternity

e Race

e Religion or belief

e Sex/Gender

[ ]

Sexual Orientation.

82. The approach taken in conducting this assessment is summarised in Figure A4.1. Each of the five
Policy Options are considered in turn, are assessed as to whether they are likely to have positive or
negative impacts on certain households compared to others, based on the protected equality
characteristics. It is also determined whether any of these differences are a result of discrimination
under the Equality Act 2010.

Figure A4.1: Summary Approach to Conducting this Equality Impact Assessment

L comiimmcmsesmenwnoe )
g

Eligibility Criteria ]

Policy Option Policy Option
a4 5

[
5

Policy Option
1

3

2

'3 Equality Act 2010, http://www.legislation.gov.uk/ukpga/2010/15/contents

30



83.

Each Policy Option is assessed through the following process:

a. Consider two households that are equally fuel poor, and identical in all aspects other than in
terms of one or more of the equality categories shown in Figure A4.1;

b. Determine whether this difference(s) is likely to result in one household being more likely to be
eligible for Warm Front assistance compared to the other;

c. If the difference(s) is unlikely to favour one household over the other, then conclude that the
Policy Option will not discriminate on the grounds outlined in Figure A4.1. If the difference is
considered to favour certain groups over others, move on to step (d);

d. Determine whether the identified impacts on different equalities groups are the result of direct or
indirect discrimination as set out in the Equality Act 2010. If discrimination is identified, consider
adjusting, changing or stopping the policy. If not, move on to step (e).

e. Consider if there are any additional provisions that could be made in the proposed changes that
would reduce the likelihood of negative impacts, and increase positive impacts. Where impacts
are not equal across groups, determine if there are good reasons for continuing with the policy
while having regard for the issues identified, and whether the policy is a proportionate means of
achieving a legitimate aim.Any impacts identified are separated into directimpacts — which are

a directly attributable to the proposed changes; and indirect impacts — which occur not as a direct

result of the proposed changes, but may be due to underlying population trends or existing

differences between equalities groups. Potential impacts for which there is insufficient evidence to
draw a conclusion on are also identified. Where no impact is anticipated, this is noted as ‘None
identified’.

Summary of Results

85.

86.

87.

88.

89.

90.

91.

The findings of the assessment are summarised in matrix form in Table 8 above. Detailed findings
for each of the options are described in Tables A4.1 — A4.5 below. The proposals for changing the
eligibility criteria for Warm Front are predominantly focused on the receipt of benefits associated
with low income, some of which are also associated with vulnerable groups such as the elderly,
families with young children and the long term sick and disabled. As such, the positive and negative
impacts identified in this assessment are limited to a small number of equalities groups.

Overall, none of the five options are found to discriminate against any of the groups defined by the
protected characteristics under the Equality Act 2010. The types of impact the options have on each
of the equality groups are broadly similar. Each of the options, have a negative impact on the
individuals within multiple equality groups including age, disability and in some cases pregnancy and
maternity, and gender. However, these are accompanied by positive impacts on a substantial
proportion of these equality groups.

For Policy Option 1, there are both positive and negative impacts on age and negative impacts on
the disability and gender groups. There are no impacts on any of the other groups under the
Equality Act 2010.

For Policy Options 2 and 3 there are positive impacts on age, both positive and negative impacts on
disability and pregnancy and maternity, with no other impacts identified on any of the other equality
groups.

For Policy Options 4 and 5 there are both positive and negative impacts on age, disability and
pregnancy and maternity, and no impacts are identified on any of the other equality groups.

The negative impacts identified typically relate to age, disability and pregnancy and maternity.
However, Policy Option 1 is also found to have an indirect negative impact in relation to gender. This
is a result of removing Attendance Allowance as an eligibility criterion, which although relates to
disability and age, the higher number of females in the over 65 population, and among claimants of
Attendance Allowances implies that men will be less likely to be affected than women (see Figures
A4.2 and A4.3 respectively).

Each of the proposed Policy Options also have positive impacts on a number of the equality groups
including age, disability and pregnancy and maternity. More detail can be founded in Tables A4.1 —
A4.5 below.

31



Table A4.1: Equality Impact Assessment for Policy Option 1

Protected
Characteristic
Age

Groups
Affected

Households
above the age
threshold for
Attendance
Allowance (AA)

Positive Impacts

Direct impact
Removal of non-means tested

benefits means that vulnerable and
fuel poor households in this group are
likely to be better targeted in terms of
receiving Warm Front measures, as
there is high correlation between low
income and fuel poverty.

Negative Impacts

Direct impact
Removing AA criterion decreases

the potential number of people in this
group receiving assistance, and
limits scope to reduce the risk of fuel
poverty within this group.

Households
below the age
threshold for
AA, and below
the age limit for
Disability Living
Allowance
(DLA)

Direct impact
Removal of non-means tested

benefits means that vulnerable and
fuel poor households in this group are
likely to be better targeted in terms of
receiving Warm Front measures, as
there is high correlation between low
income and fuel poverty.

Direct impact
Removing AA and DLA criteria

decreases the potential number of
people in this group receiving
assistance, and limits scope to
reduce the risk of fuel poverty within
this group.

Households
eligible for AA
and DLA

Disability

None identified

Direct impact
Households in this group are no

longer eligible as a direct
consequence of claiming this benefit.
Therefore they are unable to benefit
from Warm Front assistance (unless
they meet other means tested
criteria).

Gender Females

None identified

Indirect impact
Receipt of AA does not depend on

gender, but in the wider population
and among claimants of AA there
are more females than males over
65 due to differences in life
expectancy and underlying
population trends. This decreases
potential number of women receiving
Warm Front assistance if they claim
AA (see figures A4.2 and A4.3).

Race
Groups of a
White ethnic
origin

None identified

Potential Indirect Impact

Eligibility for Warm Front is not
specified in terms of race or ethnic
origin. No evidence has been
identified to imply that some ethnic
groups may be disproportionately
affected by the removal of AA and
DLA from the eligibility criteria.

However, AA has an age eligibility
threshold, and the proportion of the
over 60s that are of White ethnic
origin is disproportionately high
compared to the rest of the
population (see Table A4.6). This
does not necessarily mean that this
translates into a disproportionate
number of individuals of White ethnic
origin claiming AA, and therefore
being negatively impacted by the
proposed change, but is a potential
impact.
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Religion or
Belief

None identified

None identified

None identified

Sexual
Orientation

None identified

None identified

None identified

Gender
Reassighment

None identified

None identified

None identified

Marriage and
Civil
Partnerships

None identified

None identified

None identified

Pregnancy and
Maternity

None identified

None identified

None identified
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Table A4.2: Equality Impact Assessment for Policy Option 2

Protected Groups Positive Impacts Negative Impacts
Characteristic Affected
Age Direct impact
Households Change in eligibility criteria means None identified
receiving this group would be able to receive
income related ~ Warm Front assistance, and the
Employment associated benefits of a reduction in
and Support risk of fuel poverty.
Allowance
under 60 years
old, and without
children under
16 years
Direct impact
Households Change in eligibility criteria means None identified
receiving this group would be able to receive
income support  Warm Front assistance, and the
with children associated benefits of a reduction in
under 16 (under risk of fuel poverty.
20 if in full time
education).
Disability Direct impact Direct impact
Households Removal of non-means tested Removing these disability benefit
receiving non- benefits means that vulnerable and criteria decreases the potential
means tested fuel poor households in this group are  number of household receiving
disability benefit likely to be better targeted in terms of ~ Warm Front assistance and limits the
including: receiving Warm Front measures, as scope to reduce risk of fuel poverty
Attendance there is high correlation between low  within this group.
Allowance, income and fuel poverty.
Disability Living
Allowance, War
Disablement
Pension, or
Industrial
Injuries
Disablement
Benefit
Direct impact Direct impact
Households Removal of non-means tested Removing these criteria related to
receiving on benefits means that vulnerable and benefits with a disability element
Council Tax fuel poor households in this group are  decreases the potential number of
benefit, likely to be better targeted in terms of  household receiving Warm Front
Housing Benefit receiving Warm Front measures, as assistance and limits the scope to
or Working Tax  there is high correlation between low  reduce risk of fuel poverty within this
Credit with a income and fuel poverty. group.
disability
premium
Gender Indirect impact
Females None identified Receipt of AA does not depend on

gender, but in the wider population
and among claimants of AA there
are more females than males over
65 due to differences in life
expectancy and underlying
population trends. This decreases
potential number of women receiving
Warm Front assistance if they claim
AA (see figures A4.2 and A4.3). Data
for the gender split of other benefits
received by this group is unavailable,
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however as they are typically not age
specific a gender bias is not
expected.

Race

Groups of a
White ethnic
origin

None identified

Potential Indirect Impact

Eligibility for Warm Front is not
specified in terms of race or ethnic
origin. No evidence has been
identified to imply that some ethnic
groups may be disproportionately
affected by the removal of AA and
DLA from the eligibility criteria.

However, AA has an age eligibility
threshold, and the proportion of the
over 60s that are of White ethnic
origin is disproportionately high
compared to the rest of the
population (see Table A4.6). This
does not necessarily mean that this
translates into a disproportionate
number of individuals of White ethnic
origin claiming AA, and therefore
being negatively impacted by the
proposed change, but is a potential
impact.

Religion or
Belief

None identified

None identified

None identified

Sexual
Orientation

None identified

None identified

None identified

Gender
Reassignment

None identified

None identified

None identified

Marriage and
Civil
Partnerships

None identified

None identified

None identified

Pregnancy and
Maternity

Households
with pregnant
member and on
Council Tax
benefit,
Housing
Benefit, Income
based Job
Seekers
Allowance, or
income based
Employment
and Support
Allowance

Direct impact
Low income households in this group

who claim a means tested benefit will
be eligible for Warm Front assistance
and receive the associated benefits of
a reduction in risk of fuel poverty
once child is born.

Direct impact
Reduction in the potential number of

people in this group receiving Warm
Front assistance, and limits scope to
reduce the risk of fuel poverty within
this group.
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Table A4.3: Equality Impact Assessment for Policy Option 3

Protected
Characteristic

Groups
Affected

Positive Impacts

Negative Impacts

Age

Households
receiving
income related
Employment
and Support
Allowance
under 60 years
old, and without
children under

Direct impact

Change in eligibility criteria means
this group would be able to receive
Warm Front assistance, and the
associated benefits of a reduction in
risk of fuel poverty.

None identified

16 years
Household Change in eligibility criteria means None identified.
receiving this group would be able to receive
income support  Warm Front assistance, and the
with children associated benefits of a reduction in
between 5-16 risk of fuel poverty.
years old

Disability Direct impact Direct impact
Households Removal of non-means tested Removing these disability benefit
receiving non- benefits means that vulnerable and criteria decreases the potential
means tested fuel poor households in this group are  number of household receiving
disability benefit likely to be better targeted in terms of  Warm Front assistance and limits the
including: receiving Warm Front measures, as scope to reduce risk of fuel poverty
Attendance there is high correlation between low  within this group.
Allowance, income and fuel poverty.
Disability Living
Allowance, War
Disablement
Pension, or
Industrial
Injuries
Disablement
Benefit

Direct impact Direct impact

Households Removal of non-means tested Removing these criteria related to
receiving on benefits means that vulnerable and benefits with a disability element
Council Tax fuel poor households in this group are  decreases the potential number of
benefit, likely to be better targeted in terms of  household receiving Warm Front
Housing Benefit receiving Warm Front measures, as assistance and limits the scope to
or Working Tax  there is high correlation between low  reduce risk of fuel poverty within this
Credit with a income and fuel poverty. group.
disability
premium

Gender Indirect impact
Females None identified Receipt of AA does not depend on

gender, but in the wider population
and among claimants of AA there
are more females than males over
65 due to differences in life
expectancy and underlying
population trends. This decreases
potential number of women receiving
Warm Front assistance if they claim
AA (see figures A4.2 and A4.3). Data
for the gender split of other benefits
received by this group is unavailable,
however as they are typically not age
specific a gender bias is not
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expected.

Race

Groups of a
White ethnic
origin

None identified

Potential Indirect Impact

Eligibility for Warm Front is not
specified in terms of race or ethnic
origin. No evidence has been
identified to imply that some ethnic
groups may be disproportionately
affected by the removal of AA and
DLA from the eligibility criteria.

However, AA has an age eligibility
threshold, and the proportion of the
over 60s that are of White ethnic
origin is disproportionately high
compared to the rest of the
population (see Table A4.6). This
does not necessarily mean that this
translates into a disproportionate
number of individuals of White ethnic
origin claiming AA, and therefore
being negatively impacted by the
proposed change, but is a potential
impact.

Religion or
Belief

None identified

None identified

None identified

Sexual
Orientation

None identified

None identified

None identified

Gender
Reassighment

None identified

None identified

None identified

Marriage and
Civil
Partnerships

None identified

None identified

None identified

Pregnancy and
Maternity

Households
with pregnant
member and on
Council Tax
benefit,
Housing
Benefit, Income
based Job
Seekers
Allowance, or
income based
Employment
and Support
Allowance

Direct impact

Low income households in this group
who claim a means tested benefit will
be eligible for Warm Front assistance
and receive the associated benefits of
a reduction in risk of fuel poverty
once child is born.

Direct impact

Reduction in the potential number of
people in this group receiving Warm
Front assistance, and limits scope to
reduce the risk of fuel poverty within
this group.
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Table A4.4: Equality Impact Assessment for Policy Option 4

Protected
Characteristic

Groups
Affected

Positive Impacts

Negative Impacts

Households
above the age
threshold for
Attendance
Allowance (AA)

Direct impact
Removal of non-means tested

benefits means that vulnerable and
fuel poor households in this group are
likely to be better targeted in terms of
receiving Warm Front measures, as
there is high correlation between low
income and fuel poverty.

Direct impact
Removing AA criterion decreases

the potential number of people in this
group receiving assistance, and
limits scope to reduce the risk of fuel
poverty within this group.

Disability Households Direct impact Direct impact
receiving non- Removal of non-means tested Removing these disability benefit
means tested benefits means that vulnerable and criteria decreases the potential
disability benefit fuel poor households in this group are  number of household receiving
including: likely to be better targeted in terms of  Warm Front assistance and limits the
Attendance receiving Warm Front measures, as scope to reduce risk of fuel poverty
Allowance, there is high correlation between low  within this group.
Disability Living  income and fuel poverty.
Allowance, War
Disablement
Pension, or
Industrial
Injuries
Disablement
Benefit
Direct impact Direct impact
Households Removal of non-means tested Removing these criteria related to
receiving on benefits means that vulnerable and benefits with a disability element
Council Tax fuel poor households in this group are  decreases the potential number of
benefit, likely to be better targeted in terms of  household receiving Warm Front
Housing Benefit receiving Warm Front measures, as assistance and limits the scope to
or Working Tax  there is high correlation between low  reduce risk of fuel poverty within this
Credit with a income and fuel poverty. group.
disability
premium
Gender Indirect impact
Females None identified Receipt of AA does not depend on
gender, but in the wider population
and among claimants of AA there
are more females than males over
65 due to differences in life
expectancy and underlying
population trends. This decreases
potential number of women receiving
Warm Front assistance if they claim
AA (see figures A4.2 and A4.3). Data
for the gender split of other benefits
received by this group is unavailable,
however as they are typically not age
specific a gender bias is not
expected.
Race Potential Indirect Impact
Groups of a None identified Eligibility for Warm Front is not
White ethnic specified in terms of race or ethnic
origin origin. No evidence has been

identified to imply that some ethnic
groups may be disproportionately
affected by the removal of AA and
DLA from the eligibility criteria.
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However, AA has an age eligibility
threshold, and the proportion of the
over 60s that are of White ethnic
origin is disproportionately high
compared to the rest of the
population (see Table A4.6). This
does not necessarily mean that this
translates into a disproportionate
number of individuals of White ethnic
origin claiming AA, and therefore
being negatively impacted by the
proposed change, but is a potential
impact.

Religion or None identified  None identified None identified
Belief

Sexual None identified  None identified None identified
Orientation

Gender None identified  None identified None identified

Reassignment

Marriage and
Civil
Partnerships

None identified

None identified

None identified

Pregnancy and
Maternity

Households
with pregnant
member and on
Council Tax
benefit,
Housing
Benefit, Income
based Job
Seekers
Allowance, or
income based
Employment
and Support
Allowance

Direct impact

Low income households in this group
who claim a means tested benefit will
be eligible for Warm Front assistance
and receive the associated benefits of
a reduction in risk of fuel poverty
once child is born.

Direct impact

Reduction in the potential number of
people in this group receiving Warm
Front assistance, and limits scope to
reduce the risk of fuel poverty within
this group.
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Table A4.5: Equality Impact Assessment for Policy Option 5

Protected
Characteristic

Groups
Affected

Positive Impacts

Negative Impacts

Households
above the age
threshold for
Attendance
Allowance (AA)

Direct impact
Removal of non-means tested

benefits means that vulnerable and
fuel poor households in this group are
likely to be better targeted in terms of
receiving Warm Front measures, as
there is high correlation between low
income and fuel poverty.

Direct impact
Removing AA criterion decreases

the potential number of people in this
group receiving assistance, and
limits scope to reduce the risk of fuel
poverty within this group.

Disability Households Direct impact Direct impact
receiving non- Removal of non-means tested Removing these disability benefit
means tested benefits means that vulnerable and criteria decreases the potential
disability benefit fuel poor households in this group are  number of household receiving
including: likely to be better targeted in terms of  Warm Front assistance and limits the
Attendance receiving Warm Front measures, as scope to reduce risk of fuel poverty
Allowance, there is high correlation between low  within this group.
Disability Living  income and fuel poverty.
Allowance, War
Disablement
Pension, or
Industrial
Injuries
Disablement
Benefit
Direct impact Direct impact
Households Removal of non-means tested Removing these criteria related to
receiving on benefits means that vulnerable and benefits with a disability element
Council Tax fuel poor households in this group are  decreases the potential number of
benefit, likely to be better targeted in terms of  household receiving Warm Front
Housing Benefit receiving Warm Front measures, as assistance and limits the scope to
or Working Tax  there is high correlation between low  reduce risk of fuel poverty within this
Credit with a income and fuel poverty. group.
disability
premium
Gender Indirect impact
Females None identified Receipt of AA does not depend on
gender, but in the wider population
and among claimants of AA there
are more females than males over
65 due to differences in life
expectancy and underlying
population trends. This decreases
potential number of women receiving
Warm Front assistance if they claim
AA (see figures A4.2 and A4.3). Data
for the gender split of other benefits
received by this group is unavailable,
however as they are typically not age
specific a gender bias is not
expected.
Race Potential Indirect Impact
Households None identified Eligibility for Warm Front is not
with an eligible specified in terms of race or ethnic
member of origin. No evidence has been
white ethnic identified to imply that some ethnic
origin groups may be disproportionately

affected by the removal of AA and
DLA from the eligibility criteria.
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However, AA has an age eligibility
threshold, and the proportion of the
over 60s that are of white ethnic
origin is disproportionately high
compared to the rest of the
population (see Table A4.6). This
does not necessarily mean that this
translates into a disproportionate
number of individuals of white ethnic
origin claiming AA, and therefore
being negatively impacted by the
proposed change, but is a potential
impact.

Religion or None identified  None identified None identified
Belief

Sexual None identified  None identified None identified
Orientation

Gender None identified  None identified None identified

Reassignment

Marriage and
Civil
Partnerships

None identified

None identified

None identified

Pregnancy and
Maternity

Households
with pregnant
member and on
Council Tax
benefit,
Housing
Benefit, Income
based Job
Seekers
Allowance, or
income based
Employment
and Support
Allowance

Direct impact
Low income households in this group

who claim a means tested benefit will
be eligible for Warm Front assistance
and receive the associated benefits of
a reduction in risk of fuel poverty
once child is born.

Direct impact
Reduction in the potential number of

people in this group receiving Warm
Front assistance, and limits scope to
reduce the risk of fuel poverty within
this group.

Supporting Evidence

92. This section details the evidence that supports the conclusions detailed in Tables A4.1 — A4.5.

93. Figure A4.2 shows the population distribution of households by age and gender for 2009, the latest
year for which figures have been released by the Office for National Statistics. The figure shows that
the population split between males and females are broadly similar until the over 65s category,
where there are more females than males. This reflects the higher average life expectancy in
females relative to males.
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Figure A4.2: Population Distribution of England by Age and Gender, 2009
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94. Figure A4.3 shows the distribution of claims in payment for Attendance Allowance by age and
gender, as of February 2010. All claims are made by individuals over 65 as this is the qualifying age
threshold for this benefit. The figure shows that the number of females is higher than for males,
particularly as the age groups approach 90+. Again this reflects the greater life expectancy of
women relative to men.

Figure A4.3: Distribution of Attendance Allowance Claims by Age and Gender
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95. Figure A4.4 shows the distribution of claims in payment for Disability Living Allowance by age and
gender, as of February 2010. The figure shows that the number of males to females is greater
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among younger age groups, but this trend is reversed in older age groups. Overall the split between
male and female claimants is relatively equal across age groups.

Figure A4.4: Distribution of Disability Living Allowance Claims by Age and Gender
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96. Table A4.6 shows the population distribution of individuals in under 60 and over 60 age groups by
ethnic group, for the latest year for which estimates are available. It shows that that the ratio of
individuals from a White ethnic origin to those from mixed, Asian, Black, Chinese and Other ethnic
origins is significantly higher in the over 60 age group compared to the under 60 age group.

Table A4.6: Distribution of population of England and Wales in under 60 and over
60 age groups by ethnic group, mid-year 2007

Ethnic Chinese &
Group White Mixed Asian Black Other
Under 60 86.7% 2.0% 6.4% 3.1% 1.8%
60 + 96.1% 0.3% 21% 1.2% 0.4%

Source: Office for National Statistics
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Annex 5: Economic Methodology and Assumptions
Estimation Method

97. The methodology used to estimate the costs and benefits of options in this impact assessment is
outlined in Figure A5.1. The assumptions mentioned in this section are detailed further in the
Assumptions section below.

98. This methodology mainly explains the steps taken to estimate the Do Nothing option. The benefits of
Policy Options 1 — 5 are the result of variations in the mix of households from different income
deciles being eligible for assistance under each option, which affects the equity weighted benefit
calculations (see Equity Weighting section below).

Direct, Administration and Hidden Costs

99. 2007/08 data from Eaga, the contractor that delivers Warm Front measures, provided a data input
that provides details of the typical number of measures installed for a set amount of funding, with
further information on the average cost per installation of different measures, and fixed and variable
administration costs of delivering these measures.

100. We assume that the distribution of measures (e.g. X cavity wall insulation installations for every Y
boilers installed) is the same for 2011/12 —2014/15 as in 2007/08. The distribution of measures
delivered in 2007/08 is therefore uniformly scaled down to match the spending profile outlined in
paragraph 26 of the evidence base. This results in estimated numbers of measures to be installed in
each year of funding for the period 2011/12 — 2014/15.

101. The average direct costs of each measure (i.e. the material costs and time costs of the
installation engineer) and associated administration costs provided by Eaga are then applied to the
estimated number of measures in each year, to calculate total annual direct and administration costs
of measures.

102. Hidden costs for each different type of measure, adjusted from the ECOFYS report on domestic
energy efficiency measures'® are then applied to calculate the costs to households of factors such
as having to supervise installations and redecorate afterwards. These hidden costs are equity
weighted to reflect that the resources used are likely to be worth more to the poorer households
receiving measures than households on higher incomes that receive them. The method for this is
detailed in the Equity Weighting section below. The result is an estimate of the total annual hidden
costs associated with the installation of Warm Front measures.

Value of change in energy demand

103. The estimated number of measures in each year are also used to estimate changes in energy
demand. Based on underlying assumptions (detailed below) concerning the energy performance of
the home before and after the installation of Warm Front measures, estimates of the average energy
savings and increases over the lifetime of each measure estimates are applied to the number of
measures in each year. These average energy savings and increase estimates are internal DECC
estimates, and are consistent with those used in the analysis in the impact assessment of the
Carbon Emissions Reduction Target (CERT) programme. The result is an estimate of the changes
in energy use as a result of Warm Front measures each year.

' ECOFYS - The Hidden Costs and Benefits of Domestic Energy Efficiency and Carbon Saving Measures.
http://www.decc.gov.uk/assets/decc/what%20we%20do/supporting%20consumers/saving_energy/analysis/1_20100111103046
e_@ @_ecofyshiddencostandbenefitsdefrafinaldec2009.pdf
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Figure A5.1: Diagram of Method for Estimating Costs and Benefits of the Warm Front Scheme
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104. These change in energy use estimates are then adjusted for comfort taking, to reflect that once
measures are installed under Warm Front, households can achieve the same temperature as before
insulation was installed, but now using less energy. As such, it is expected that households will
increase the temperature of their homes, and as such offset some of the energy saved. This will
partially offset the energy savings expected through the installation of efficiency measures such as
loft insulation. Comfort taking is assumed to only occur for energy efficiency measures, such as
insulation, and not heating measures such as central heating.

105. These changes in household energy use (net of comfort taking) result in a social benefit to
society, as resources are saved. Variable (non-retail) prices for the relevant fuels are applied to
value the benefit of these savings, rather than using retail prices. This is to reflect that retail prices
include a share of the fixed costs of energy production (such as generation infrastructure), which
wider society still pays for. Variable prices exclude this fixed cost element and therefore reflects that
the energy saved does not imply a reduction in the fixed costs of energy production.

Welfare value of change in energy bills

106. The estimated changes in household energy demand from Warm Front measures also result in
changes in household energy bills. These bill savings are private benefits, and not counted as
benefits to wider society. However, as a proportion of these bill savings accrue to relatively poorer
households, and a £1 reduction their bill is worth more to them than the same saving to a wealthier
household, there are gains in social welfare from reduced energy bills that should be captured as a
benefit. This gain in social welfare is calculated as follows:
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Social Gain from Bill Savings = [Equity Weighted Bill Savings] — [Non-Weighted Bill Savings]

107. Non-weighted bill savings are calculated by applying estimated retail energy prices for the lifetime
of each measure listed in the Interdepartmental Analysts Group (IAG) guidance on valuing energy
use and greenhouse gases.17 Retail prices are used as this reflects the prices that households
actually pay. Non-weighted bill savings will not vary between the Do Nothing and Policy Options 1 —
5 as it is assumed that same number and distribution of measures is installed under all options (see
Assumptions below).

108. These are then equity weighted to reflect that an extra £1 reduction in an energy bill is worth
more to households on lower incomes than to relatively wealthier households, resulting in Equity
Weighted Bill Savings. The different mix of households from each income decile varies under Policy
Options 1 — 5, which drives the different net benefit figures for each option as displayed in Table 3
above.

109. Non-weighted Bill Savings are then subtracted from the Equity Weighted Bill Savings to capture
only the social welfare gain from reduced bills, and not the private benefits to households.

Value of Comfort Taking

110. The value of the change in energy demand is adjusted to reflect that due to the increased energy
efficiency of their home, householders may choose to increase the level of warmth in the home than
was achieved prior to the installation of measures, and therefore increase their energy use. This
increase in energy use (comfort taking) is a benefit to the household, and is valued by applying the
retail price for the applicable fuel. These adjusted energy savings are assumed not to occur until the
year following the installation, and are equity weighted to reflect that an extra £1’s worth of heating is
worth more to lower income households than relatively wealthier recipients of Warm Front
measures.

Changes in the value of carbon emissions and air quality

111.  The estimated changes in household energy demand will result in changes in the emissions of
greenhouse gases and air quality. Emissions factors, carbon prices and air quality damage costs
from the IAG guidance are applied to calculate the value of these changes. These costs do not vary
under any of the options in this impact assessment, as the same number of measures (and
therefore associated energy changes) are assumed to be made under all options (see Assumptions
section below).

The number of households assisted

112. The Eaga data described in paragraph 88 also includes information on the number of households
assisted relative to the amount of expenditure on delivering measures and administration (i.e. X
households received assistance for £Y worth of expenditure on measures and £Z of administration
cost). The number of households assisted are then scaled to match the current funding profile,
resulting in an estimated number of households assisted of 56,718 in 2011/12, and 49,747 in
2012/13.

Assumptions

113. The same number of measures are installed regardless of the eligibility criteria used — as there
are always more households eligible than resources allow Warm Front assistance to, it is assumed
that the maximum mix of measures possible under the funding for the period 2011/12 — 2014/15 is
installed under the Do Nothing option, and Policy Options 1 — 5.

114.  Uniform distribution of measures — it is difficult to estimate what mix of measures households
eligible for Warm Front will have installed in the period 2011/12 —2014/15. As such, we assume the
same distribution of measures are installed over this period as in 2007/08, but scaled down
uniformly to match the funding for 2011/12 — 2014/15.

17 Interdepartmental Analysts Group, Valuation of energy use and Greenhouse Gas emissions for appraisal and evaluation,
http://www.decc.gov.uk/en/content/cms/statistics/analysts_group/analysts group.aspx
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115.  Level of comfort taking — consist with assumptions underlying the impact assessment for the
Carbon Emissions Reduction Target (CERT), we apply a comfort taking proportion of 40% of energy
savings for insulation measures.

116. Changes in energy use associated with Warm Front measures — in order to estimate the changes
in energy use that result from the installation of Warm Front measures (e.g. increase in gas use from
the installation of gas central heating, and the reduction in electricity use from no longer needing to
use electric heaters), assumptions are made about the energy performance of the household before
and after measures are installed. These are detailed in Table A5.2.

117.  Energy use does not change until the year after the installation is made — if a household has
measures installed towards the end of the year, it would be an overestimate to count changes in
energy use for the entire proceeding year. Therefore to ensure we do not overestimate the benefits
and costs of Warm Front measures, we assume that changes in energy demand do not materialise
until the year after (i.e. if measures are installed in 2011/12, changes in energy demand are not
counted until 2012/13 onwards).
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Table A5.2: Assumptions underpinning changes in energy use resulting from installation of

Warm Front Measures

Measure Before installation of Warm After installation of Warm
Front Measures Front Measures
Cavity Wall No CWI in cavity Cavity Wall installed including under
Insulation performance percentage
CIGA Guarantee No additional impact
Compact Using fluorescent style light bulbs Replace fluorescent style light bulbs
Fluorescent
Lamps
Draught No draught proofing Draught Proofing
Proofing
Loft Insulation No loft insulation Full 270mm loft insulation
Full (270mm)

Loft Insulation
Top-up (200mm)

Central Heating
Annual Visit

Central Heating
Insurance

Electric Central
Heating

Foam Insulated
Hot Water Tank

Gas Central
Heating

Heating Repairs

Hot Water Tank
Jacket

Multi Point
Replacement

New Gas supply
Oil Replacement

Replacement
Boiler

Solid Fuel
Replacement

Wall Heating

Asbestos
Removal

Warm Air
Replacement

LPG
Replacement

Solid Fuel Fire

Solar

Emergency
Heaters

Heating Rebate
Scheme

70mm loft insulation
No additional impact
No additional impact

Non-central, non-storage electric
heating indefinitely

Average or low-efficiency, non-
jacketed hot water tank
Non-central, non-storage electric
heating indefinitely

Non-central, non-storage electric
heating indefinitely — heating is not
repaired if Warm Front grant is not
given

No tank jacket

Non-central, non-storage electric
heating indefinitely

Full 270mm loft insulation

Use central storage electric heating

Factory foam insulated hot water
tank

Full gas central heating system

Heating repaired. This extends life of
existing system (average central
heating type) by (25% of lifetime of
average heating system) years

Install Tank Jacket

Boiler is replaced by A-rated boiler in
base year

No additional impact as savings accounted for in 'gas central heating'

Non-central, non-storage electric
heating indefinitely

Non-central, non-storage electric
heating indefinitely

Non-central, non-storage electric
heating indefinitely

Non-central, non-storage electric
heating indefinitely

No additional impact

Non-central, non-storage electric
heating indefinitely

Non-central, non-storage electric
heating indefinitely

Non-central, non-storage electric
heating indefinitely

Average or low-efficiency, non-
jacketed hot water tank

Boiler is replaced by A-rated boiler in
base year

Boiler is replaced by A-rated boiler in
base year

Boiler is replaced by A-rated boiler in
base year

Installation of gas wall heater (an
alternative to gas central heating in
smaller homes)

Boiler is replaced by A-rated boiler in
base year

Boiler is replaced by A-rated boiler in
base year

Solid fuel fire installed

Have solar thermal measure
installed to heat water

No additional impact on energy saving - used when boilers are replaced and
there is no difference between before and after Warm Front installations over

the period that they are used

Those who receive £300 rebate
install measures anyway

Those who receive £300 rebate
install measures anyway
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Equity Weighting

118.  HM Treasury’s Green Book'® recommends a detailed analysis of the costs and benefits of
proposals on different socio-economic groups. Warm Front aims to target households in fuel
poverty, which is highly correlated with low incomes. We therefore follow the Green Book
methodology for deriving equity weights to reflect the higher social value of certain costs and
benefits of Warm Front measures for households in different income deciles.

119.  The equity weighting associated with each income decile is calculated as the ratio between the
marginal utility of consumption for that decile and the average marginal utility of consumption across
all deciles. These are calculated in accordance with Green Book guidance using the median level of
income in each income decile. The marginal utility of consumption for each income decile is
calculated using the Green Book methodology; assuming that the elasticity of the marginal utility is
1, this implies that the utility function is U = log C, where C is consumption. Consequently the
marginal utility of consumption is 1/C.

120. In addition it is also assumed that the marginal propensity to consume is 1, therefore all income is
spent on consumption. So, for example, the marginal utility for the lowest income decile is 1/7500 =
0.000133. The equity weighting is calculated by dividing each income groups marginal utility by the
average marginal utility of consumption.

121.  Under this method, a higher weight is given to costs and benefits that fall on poorer houses, and
a lower weight is attached to those that fall on households in higher deciles of the income
distribution. The equity weights used are contained in the following table, and are based on the
latest income data from the English Housing Survey.

Table A5.2: Equity weights used applied to certain costs and benefits of Warm Front measures

Marginal
Income Average Number of Utility of Equity
Deciles Income Households Total income Consumption Weight

1 £7,500 2,529,000 £18,967,500,000 0.000133 3.46
2 £10,600 2,525,000 £26,765,000,000 0.000094 245
3 £13,400 2,530,000 £33,902,000,000 0.000075 1.93
4 £16,400 2,530,000 £41,492,000,000 0.000061 1.58
5 £19,800 2,529,000 £50,074,200,000 0.000051 1.31
6 £23,700 2,525,000 £59,842,500,000 0.000042 1.09
7 £28,300 2,531,000 £71,627,300,000 0.000035 0.92
8 £34,100 2,532,000 £86,341,200,000 0.000029 0.76
9 £42,900 2,526,000 £108,365,400,000 0.000023 0.60
10 £62,500 2,532,000 £158,250,000,000 0.000016 0.41

Total 25,289,000 £655,627,100,000

Average £25,925

Income

Average 0.00004

Marginal

Utility of

Consumption

122.  Using these equity weights, an additional £1 for a household in the lowest income decile would
be valued at £3.5, whereas an additional £1 to a household in the highest income decile would be
valued at £0.4.

3 HM Treasury, The Green Book, http://www.hm-treasury.gov.uk/data greenbook index.htm
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