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About National Energy Action (NEA) and our work on Warm Home Discount

NEA" works across England, Wales and Northern Ireland to ensure that everyone in the UK? can
afford to live in a warm, dry home. To achieve this, we aim to improve access to energy and debt
advice, provide training, support energy efficiency policies, local projects and co-ordinate other
related services which can help change lives. NEA’s work is also delivered in partnership with local
and national governments, regulators, industry and the third sector to deliver practical solutions to
improve the quality of life for those living in cold homes.

This practical support includes delivering vital assistance under Warm Home Discount (WHD). In
Scheme Year 9, NEA managed ten Industry Initiative projects across eight suppliers. Within those
projects:

e We provided more than 1,300 people with benefits entitlement checks, resulting in the
receipt of an additional £3.9 m per year in benefits. This equates to an average increase in
income of more than £2.9k per person helped.

e We provided more than 150 households with energy efficiency measures and/or energy
efficient appliances.

o We gave more than 6,300 households energy advice to help them understand how to better
use energy to keep themselves warm and well at a lower cost.

o We trained more than 2,800 people across 400 organisations to provide energy advice, who
we estimate will go on to help more than 940,000 households? per year.

e We provided more than 69,000 people with financial assistance and debt relief, helping
them to clear their energy debts so that they can continue to keep on supply.

Summary of our response

Over the last five winters the number of excess winter deaths due to living in a cold home is
estimated at approximately 10,000 per year*. In 2017/18, the number of excess winter deaths
(EWDs) across England and Wales exceeded 50,000, the highest recorded for over 40 years®.
While the causes of EWDs vary®, we estimate one of the largest contributors to these needless
deaths is vulnerable people, often struggling with existing ill-health, being unable to heat their
homes adequately, if at all’.
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As well as an unacceptably high number of preventable winter deaths, over the course of the last
two years, there has been a clear overlap between cold homes and Covid-19, exacerbating the
trend of millions of people struggling to afford to adequately heat and power their homes?. In
addition, following the recent announcement by Ofgem of the biggest ever increase to the energy
price cap®, over 15 million domestic customers will shortly see surge in their energy costs at the
same time as a reduction in their incomes, as furlough winds down and the uplifts to Universal
Credit are likely to be withdrawn. This ‘toxic’ combination of higher prices and reduced incomes
could lead to a surge in utility debt and badly damage physical and mental health™. irrespective of
whether they also live in older, leaky inefficient housing. The resulting impact on health services is
acute; costing the NHS in England alone between £1.4bn and £2bn every year even before Covid-
19 taken into account'. As well as financial pressures, the impact places needless strain on our
stretched health and social care services.

In response, NEA believes the WHD has a significant positive impact on making energy more
affordable for households that are struggling to pay their bills, helping them to stay warm and well.
Across the whole market, Ofgem say that in Scheme Year 9 (the latest year with available data),
1.06m customers were provided with a core group rebate, a further 1.07m customers were
provided with a broader group rebate, and help was provided to more than 450,000 households
through Industry Initiatives. As noted above, NEA also continues to provide vital support via this
component of the scheme. Given this vital ‘winter lifeline’, last year, NEA and our campaign
partners', urged the UK Government to extend and expand the WHD to support more low income
and vulnerable households with rebates off their energy bills and with broader energy advice and
debt support, via industry initiatives. In our report “Keeping Britain Warm and Well”'*, we, along
with our partners Fair By Design, set out our criteria for a new, extended and expanded WHD
Scheme. The report recommended that the scheme should be extended by at least three years,
with a larger spending envelope, in order to provide automatic rebates to a broader group. It also
recommended that: The core group should remain with no changes; That more suppliers should
have the WHD obligation; that the rebate should not reduce below £140; and that the amount of
money available for Industry Initiatives should increase. NEA was subsequently delighted that the
Energy White Paper and subsequent consultation confirms the expanded scheme will continue
until at least April 2026. Whilst these key developments mark significant progress, some of the
details of the proposals within the consultation have the potential to undermine the positive policy
intent stated within the White Paper. NEA hopes that BEIS will:

1. Improve fairness within Core Group 2
2. Reduce the risk placed on Industry Initiative delivery organisations
3. Ensure there is sufficient funding for energy and income advice

How these vital areas can be addressed is noted below.

Improving Fairness within Core Group 2

Key Recommendations



. The value of the rebate should be maintained at £140, with the number of recipients
set at ~ 3 million as proposed. The £30m raised from doing this should go towards
Industry Initiatives. This would both help to re risk the delivery of industry initiatives, and to
rebalance the scheme so that a greater proportion of support can go to fuel poor
households who do not receive means tested benefits (roughly half of fuel poor
households)

. The second, in-year reconciliation for the Industry Initiative budget should be

removed to de-risk the delivery of projects. This should be replaced by carrying through
the reconciliation to the budget for the following year. In the last year of the scheme, this
will not be possible. Therefore, the number of rebates given to the Core Group 2 should be
changed in accordance with this in Scheme Year 14.

Rules around spending within Industry Initiative projects should be less prescriptive.
The proposed rules could result in a reduction of the highest value activities - energy and
income advice. The prescriptive rules proposed should not be used to direct funding for
industry initiatives, and supplier should have more autonomy to decide which activities to
pursue.

. The selection process for Core Group 2 should be made more fair through:

a. Ensuring that the process follows the ALGO-CARE principles
b. Using the available data to rule out households that are least likely to be struggling
to stay warm in winter, for example those with EPCs of A or B.
c. Using any available health data to prioritise households living with a health condition
that could make them vulnerable to living in a cold home.
The sweep up process should be improved to ensure a better journey for households.
This should be done in consultations with charities, consumer groups, and households
themselves.
. Suppliers of Last Resort should be mandated to take on the full obligation of the
exiting supplier. This will de-risk delivery of the scheme.



Our response to this consultation

Question 1 — Do you agree with the proposal to keep the eligibility for the current Core Group
(Pension Credit Guarantee Credit recipients) unchanged, becoming Core Group 1?

Yes, NEA agrees that the current Core Group cohort should remain unchanged, becoming Core
Group 1. Those households who qualify or Core Group 1 are in receipt of the guaranteed element
of pension credit. This means that they have an income, after receiving their benefit, of £177.10 per
week (£9,200 per year) for a single person, or £270.30 per week (£14,000 per year) for a couple.
This equates to an income, for a single person, of less than one third of the median?,significantly
less than the income level set within the new Fuel Poverty measure?.

Additionally, all households in receipt of Pension Credit Guarantee Credit are of pensionable age.
The vast majority of people of pensionable age are aged 65 or over, which makes them more
vulnerable to the impacts of living in a cold home.?” Lastly, this group currently receives the rebate
automatically, and often use it as part of their annual budgeting. Removing an automatic rebate
would likely make a significant different to the affordability of energy for this group.

Given the acute vulnerability to the cold that is faced by the current Core Group, and the automatic
nature of the rebate, NEA believes that it is very important for these rebates continue unchanged.

Question 2 — Do you agree with the proposal to replace the Broader Group with a new Core
Group 2 who receive the rebates automatically, rather than having to apply?

Yes, NEA has long campaigned for the rebates part of the scheme to be more automated, ending
the lottery of the broader group. Automatic targeting, if done well and adequately resourced,
should ensure a much fairer scheme, providing a better customer journey for qualifying households
and ending the need to be aware of the scheme and to apply for a rebate if part of the broader
group. NEA believes that the move towards automatic targeting is long overdue and is a positive
development.

Question 3 — Do you agree with the proposed methodology to determine the Core Group 2
and the proposed eligibility criteria, which we estimate would increase the number of fuel
poor households receiving the rebate from 47% under the Broader Group to 59% under the
Core Group 2?

No. NEA does not agree with the whole approach taken to determine the eligibility criteria for Core
Group 2.

The first part of the data matching process, using data from DWP must identify the poorest
households in receipt of means tested benefits. NEA therefore agrees the need to limit the eligible
benefits to those households who are in receipt of means tested benefits, excluding those benefits
that are not means tested, particularly as the total amount of funding available will not provide
rebates for all households eligible under the income criteria. However, NEA is not confident that the
second part of the data matching process will result in a fair scheme with desirable outcomes. This
is for several reasons.



NEA does not believe that the use of valuation office data to estimate energy usage is robust,
something that the consultation itself alludes to: “The high-energy-cost criteria and model can
predict fuel expenditure which is accurate to within 10% in half of cases, to within 20% in 80% of
cases, and within 50% in almost all cases”. For 50% of cases to have more than a 10% inaccuracy
implies that there could be significant errors in the system.

Furthermore, the proposed methodology will likely result in people living in smaller properties
being excluded from receiving a rebate, as their floor size will lead to relatively low estimated
energy costs. This will result in poorer households living in small homes being excluded from
rebates, potentially at the expense of relatively more affluent household living in bigger properties.
The poorest households have a significant likelihood of energy rationing, facing starker choices as
to whether to heat or eat.

Moreover, the proposals also neglect to take heating type into account, which can have a
significant impact on fuel bills. The average fuel poverty gap for electrically heated households is
more than double than for those households that use gas to heat their homes, yet the proposal
does not take this into consideration. A mechanism that does not take these issues into account
cannot be compliant with the ‘Worst First’ principle.

This is illustrated within the impact assessment, which shows single person households losing out
as a result of this policy. The table below? illustrates the winners and losers of the proposals. One
person, working age households represent 15% of all fuel poor households, and are under-

represented in current recipients of WHD rebates. The proposals serve to make this worse, as they
will receive proportionally fewer rebates, and actually receive fewer absolute rebates. Lone parents
will also proportionately lose out as a result of these changes, compared to other household types.

46,000 households with no dependent children and no persons aged 60 or over live in properties
with an EPC of F or G, with a fuel poverty gap of over £1,000. It is unlikely that these households
will receive a rebate under the proposals.

Total Number of WHD WHD Proportion % of WHD % of WHD
Household Composition Fuel Poor Rebates Rebates of Fuel Poor Rebates No Rebates
Households Proposed | Households Reform Proposal
C°”p'ecvr“'i'|t:(:’:r:°)e"de"t 849,000 160,000 | 530,000 27% 8% 20%
Couple, no dependent
226,000 150,000 240,000 79 89 99
child(ren) under 60 0 0. 0,00 % % %
Lone parent with 430,000 270,000 | 340,000 14% 14% 13%
dependent child(ren)
(?ouple, no dependent 416,000 13%
child(ren) aged 60 or over
5 wlEo 800,000 880,000 42% 33%
ne person age or 412,000 13%
over
One person under 60 474,000 250,000 240,000 15% 13% 9%
Othﬁ:"']:g:;':’::sm 369,000 280,000 | 440,000 12% 15% 16%




Below is an example of a household that NEA has previously provided support to, that would be
unlikely to continue receiving the WHD rebate if the proposals are taken forward

Example of a struggling household that would be unlikely to qualify for the rebate.

A single female parent, aged 35, with a daughter aged 2 that lives in a ground-floor flat
provided by her local council which is 38sgm in floor size according to the EPC certificate.
The property is rated Band D, and the main heating is electric storage heaters, the hot
water provided by an off-peak immersion heater. Her household income when we spoke in
an interview was less than £230 per week, and she lives in South East England.

She received support from the Industry Initiatives part of the WHD, which included
successfully applying for WHD. She said that even after receiving support she finds it
difficult to keep her whole house warm when it is cold outside, because it costs too much,
and described affording her energy bills as “quite difficult” even after receiving support.
However, before receiving support, she described affording her energy bills as “very
difficult”, i.e. even though it’s still hard, there was an improvement in affordability for her
after receiving support.

She continued that after receiving support, “some of the time” she has her heating on
lower or less often than she’d like (i.e. rationing), and doesn’t heat all of the rooms in the
flat, so she can save money. However, before receiving Il support, she said she did both of
these things “all of the time.” As above, still rationing going on, but there was an
improvement in the frequency of energy rationing practices after receiving support.

With regard to the rebate she received, she said: “my bill went up two times in the winter.
In the summer it is just like 60 but when it comes to winter it is 140. | was shocked. “Oh,
my God,” I said, “How could I...?” Then, what | did, | don’t put heating on in my lounge,
just in my bedroom, so that is how | did before. | mean, | can control my bill, yes.”

In order to reduce energy costs, she would confine herself to the bedroom: “We don’t
watch TV, just keep warm ourselves in the bedroom, yes, because | can't afford for two
heating in this house”, and would use other familiar coping tactics such as keeping herself
and her daughter wrapped in thick clothes. This had a corresponding health impact:
“when | try to keep myself low in budget to pay the bill, and | have a health issue, | have
asthma so that is why I'm struggling as well, because when | don’t put heating in the
lounge the damp starts, yes, in this house, in this flat.”

She successfully got the WHD rebate. In her words: “/ just feel, oh, | feel blessed
(Laughter), of course, yes, of course, 140 on my bill and straightaway it is gone and | have
credit. Then, after that | can use my heating without worry. Yes, I'm happy with that, of
course. [...] | feel, Oh, this month | can use my money to other things. It is like that.”

NEA understands the trade-offs in managing these risks but suggests that it could be practical to::

e Using EPC data, where possible, to ensure that those households with the most efficient
homes (EPC A or B) do not receive a rebate, improving the chances of those living in the
least efficient homes of receiving support.



¢ Excluding households living in the largest properties, where floorspace exceeds 110Sq
meters. This group has a relatively low proportion of households in fuel poverty (although
NEA would be keen to understand whether this remains true for low-income households
living in large homes).

¢ Using data on the health of occupants. This should include an analysis of the available data
to understand the health of householders, and a prioritisation of householders who have a
health condition that makes them vulnerable to living in a cold home, as per the Nice NG6
guideline.

Additionally, NEA recommends that since the Government is using an algorithm to decide on
winners and losers within a vulnerable section of society, they ensure that the process meets the
ALGO-CARE standard. Namely that the process: is Advisory in that a human will make the final
decision; is Lawful in its application; has the right level of Granularity to ensure good outcomes; has
clear Ownership structures; is Challengeable by households; is Accurate in delivering its aim; is
transparent and used in a Responsible way; and is Explainable to households.

Question 4 — Do you agree with our approach that Government should work with energy
suppliers and third-party organisations to ensure there is dedicated support for households
with a disability at risk of fuel poverty as part of an Industry Initiative? Please give views on
the design and administration of such an Initiative, including the amount of overall funding,
the amount of funding available to households, and eligibility.

NEA believes that setting out a bespoke pot of money to help households containing a person with
a disability is a reasonable approach, however this could be somewhat refined.

Firstly, NEA believes that if BEIS cannot take our recommendation regarding providing Core Group
2 rebates to households with health conditions that are impacted by fuel poverty, then this pot of
money should be available to help those households too, as well as households with disabilities.

Additionally, NEA does not believe that this part of the scheme should limited to direct financial
assistance and should be available for all other allowed industry initiative activities. As shown in the
table below, financial assistance is relatively low value for households on average, and in many
situations disabled households (as well as those with health conditions) could benefit more from
energy advice, income advice, or energy efficiency measures.

Industry_lrrltlatlve # Customers Helped in SY9 £ spent in SY9 Estimated Value
Activity
Benefit Entitlement 40,000 £3.5m £40m?
Checks
Energy Efficiency 35,000 £12.5m £42m®
Measures
Energy Advice 300,000 £9.5m £30m?’
Debt Assistance 25,000 £6.3m £12.4m*
Financial Assistance 11,000 2631k £19m
Payments
Mobile Homes 4,000 £560k NA33
Referrals 33,000 £245k NA34
Management/Admin cam NA
Costs
Total®® 456,000 £37m £125m




Question 5 — Do you agree with the proposed data-matching process, including the data-
matching process with energy suppliers, to identify households eligible for the rebate under
the Core Group 2 and provide rebates automatically on bills?

As noted above, NEA supports the use of data-matching to target assistance but we do not support
the process regarding energy costs.

Question 6 — Do you agree with Government’s proposed use of an imputation methodology to
fill in missing data or non-matched data to enable rebates to be delivered automatically to a
greater number of people?

Question 7 — Do you agree with the proposed approach to setting a qualifying date?

Yes. Although the proposed approach places a burden onto those organisations that delivery
Industry Initiatives (as the final Industry Initiative obligation for each supplier will not be known until
after the qualifying date), NEA believes it is important to find those households that are most likely
to be vulnerable in the coming winter. If this process were to be started earlier, there would be
potential for missing more households that qualified for benefits later in the year. Therefore, NEA
agrees with the proposed approach, and hopes that BEIS takes our proposals regarding the
reconciliation of the Industry Initiative ‘Pot’ into consideration.

Question 8 — Do you agree with the proposed sweep-up and high-energy-cost verification
and challenge process?

No. NEA believes that the sweep up process could be significantly improved. A household being
told, by letter, that they will not receive a rebate due to estimated attributes of their homes, with
advice to visit a website in order to better understand the issue, is not straightforward for a number
of reasons:

e The household may not fully understand the relatively complicated data matching and
prioritisation criteria that needs to be communicated in a very simple way within the letter.

¢ In all other aspects of the energy market, the advice for struggling households is to ‘contact
their supplier’. In this instance, they are being advised to contact DWP. This could result in
calls from households to suppliers that are unhelpful for both, meaning a household does
not move towards a solution, and the supplier has increased call volumes.

o Across the UK, it is estimated that 20% of households are digitally excluded in some way,
and households that meet the income criteria for Core Group 2 are more likely to be
digitally excluded than others.

e The alternative evidence for a household to provide in order to show that they should be in
receipt of the rebate seems very complex, and could potentially be very difficult for a
vulnerable household, of which there could be a significant number receiving the WHD.

To remedy the poor customer journey, we recommend the Department adopts inclusive design
principles and seek feedback directly from current recipients on a more streamlined process for
households to contest the decision to remove their current eligibility for a rebate. This must include
the ability of households who are not online to be able to challenge these decisions. Without good
governance around the selection algorithm, there is a significant risk that the process is perceived
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as unfair and that the households in most need of a rebate miss out through no fault of their own. In
response, NEA recommends that the Government adopts the ALGO-CARE standard. Namely that
the process: is Advisory in that a human will make the final decision; is Lawful in its application; has
the right level of Granularity to ensure good outcomes; has clear Ownership structures; is
Challengeable by households; is Accurate in delivering its aim; is transparent and used in a
Responsible way; and is Explainable to households

Question 9 — Do you agree with the proposed permitted alternative data sources for proving
eligibility for the rebate?

No. As per our answer to question 8, NEA believes that the overall process for the sweep up
process is flawed and requires improvement.

For the proposed permitted alternative data source in particular, it does not seem sensible for a
low-income household to have to pay for an EPC in order to prove their eligibility. To have to spend
£60 to potentially receive a £150 rebate does not seem reasonable. NEA recommends that BEIS
consider how EPCs could be funded for the poorest households, not only in order to ensure that
the WHD can be targeted as well as possible, but also to make the most effective decisions in
achieving the fuel poverty target, for all fuel poor households to reach EPC C by 2030.

Question 10 — Do you agree with the proposed overall spending targets for Great Britain?

Yes. However, whilst NEA agrees with the overall spending targets, we note that while three million
households will qualify for the WHD across Great Britain, there are almost 4 million fuel poor
households across England®, Wales*” and Scotland®. Furthermore, the scheme targeting is such
that approximately half of recipients are not fuel poor. This means that there are a significant
number of households that will not receive support.

While NEA appreciates the reasons why not all fuel poor households will receive support through
the WHD, it is imperative that there is sufficient funding to improve the energy efficiency of fuel
poor homes in order to sustainably reduce their energy costs. In particular, the upcoming
Comprehensive Spending Review must include:

e The full funding for the Home Upgrade Grant Scheme (the remainder of £2.5bn up to the
end of this parliament.
e The remainder of the Social Housing Decarbonisation Scheme funding for this parliament.



Question 11 — Do you agree with the proposed approach to apportionment of the total
spending targets to Scotland from April 2022, currently equivalent to around 9.4%?

Yes. NEA agrees with this apportionment.

Question 12 — Do you agree with the proposal to make Industry Initiatives spending
mandatory rather than optional?

Yes. NEA agrees with the proposal to make industry initiatives spending mandatory. NEA believes
that there is significant value, beyond the delivery of the scheme, of a supplier partaking in industry
initiatives. Doing so embeds vulnerability in the suppliers, means that they have better expertise as
to understanding their customers’ needs and results in better outcomes for vulnerable customers
across the market.

Question 13 — Do you agree with the proposed approach to use Industry Initiatives targets to
balance the spending uncertainties created by the two Core Groups, through an adjustment
before the start of the scheme year and a further, more limited adjustment in year, which are
capped at £10 million from the Industry Initiatives’ base spending obligation each scheme

year?

No. NEA does not agree with the proposed approach. It places a high level of risk placed on to
organisations that deliver Industry Initiative delivery organisations, many of which are charities. The
approach proposed will mean that industry initiatives will continue to act as a buffer for the rebates
portion of the scheme, with a variable envelope to compensate in uncertainties around Core Group
1 and Core Group 2 spend. Currently, the reconciliation mechanism results in Industry Initiative
projects often being agreed late in the scheme year. As the scheme administrator does not allow
delivery organisations to work at risk (i.e. before a contract has been signed), that increases the
delivery risk, but also means that additional capacity must be held in order to deal with fluctuations
in demand from energy suppliers.

The proposed approach exacerbates this issue, with the potential for significant pre-year and in-
year fluctuations in Industry Initiative spending budgets. As well as being exceptionally challenging
for delivery organisations, the outcomes associated with the proposals will not be optimal for fuel
poor households. A low certainty of funding until later in the scheme year will lead to worst quality
of outcomes, that are not as well targeted to those most in need. A key foundation of Industry
Initiative projects is to achieve good value for money for the bill payers that contribute towards the
scheme. Whilst additional funding is always welcome it is just a fact that better value and better
outcomes are achieved when organisations have time to plan for delivery, build secure reliable
referral networks and understand the likely volume of demand they will need to respond to. The
proposed level of uncertainty will mean that NEA and organisations like it cannot plan for capacity
needs. The result of this will be poorer outcomes for the most vulnerable energy customers.

NEA believes that this risk could be mitigated through one or both, of the following options

1. That the Rebate value is maintained at £140, and that the savings from this change is used
to increase the pot of money available for industry initiatives by £30m. This would both
reduce the delivery risk for industry initiatives and rebalance the scheme so that it isn’t so
heavily weighted towards households that receive a means tested benefit, where half of
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fuel poor households in England do not receive one. This would lead to more households
being supported by WHD and would also reduce the delivery risk of industry initiatives in
proportion to the funding.

2. The proposed in-year reconciliation process should be removed. This may lead to an over,
or underspend of industry initiatives in each year. However, this under/overspend would be
integrated into the spending envelope for industry initiatives in the following year. Given
that in Scheme Year 14 there is no opportunity to carry forward under/overspend, NEA
therefore proposes that this could be mitigated through flexibility in the number of rebates
for Core Group 2 in Scheme Year 14.

Qestion 14 — Do you agree that the value of the rebate should be set at £150 for the duration
of the scheme and that payment of the rebate should be as per current rules?

No. Whilst NEA believes that the rebate should not be reduced below the current £140, given the
number of households in fuel poverty (almost 4 million across Great Britain), NEA recommends that
the rebate continues to be set at £140 in order to maximise the number of recipients of the rebate.
Furthermore, the savings from this change should used to increase the pot of money available for
industry initiatives by £30m. This would both reduce the delivery risk for industry initiatives and
rebalance the scheme so that it isn’t so heavily weighted towards households that receive a means
tested benefit, where half of fuel poor households in England do not receive one.

Additionally, taking this approach would lead to more households being helped. This is because the
average cost to provide an industry initiative for a household is less than the cost of providing a
rebate. As per the table in our answer to Question 4, the average cost of providing an industry
initiative is £81, significantly less than the cost of a rebate. Therefore, reducing the rebate to £140,
and using the proceeds to increase the industry initiative pot by £30m could lead to an additional
370,000 receiving support from the scheme.

Question 15 - Do you agree with the proposal to keep the scheme year as now, running from
April to March?

Yes, NEA agrees with keeping the scheme year as April to March.

Question 16 — Do you agree that spending on the provision of financial assistance with
energy bills to households particularly at risk of fuel poverty should have a minimum spend
of £5 million overall, with an overall cap of £10 million? If you think an alternative minimum
and/or maximum spend should be set, please provide your reasons.

No. In our response the consultation regarding WHD Scheme Year 11, NEA stated that there is a
large risk that because of increased energy costs and reduced incomes, the scale of the energy
debt as we exit the pandemic will be larger than before COVID-19. We recommended that the £5
million cap for financial assistance should be reduced to £1m so that it didn’t not compromise other
activities that are allowed within the industry initiative programme that has been shown to have
larger and longer lasting value to households.
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NEA broadly maintains our view that financial assistance should not be prioritised over other areas
of the scheme that are more valuable to households (see table in answer to question 4). We are
particularly concerned about the proposed minimum overall spend in this area, when stacked on
top of several other proposed minimums. While there is a proposed upward trajectory for industry
initiatives over the course of the four years, there is a risk that the overall envelope is reduced by
£10m each year due to the uncertainty surrounding the number of households in Core Groups 1
and 2. Furthermore, the proposals around an Industry Initiative to provide rebates to low-income
households with a disability will reduce the overall pot that is available for energy advice, income
advice, and physical measures by a further £5m. This means that in the first year of industry
initiatives, with a £10m uncertainty and two £5m minimums, there could be only £20m left for other
initiatives such as energy advice and income maximization. These two areas are particularly
valuable for households, especially when compared to rebates and financial assistance:

¢ We have found that benefits entitlement checks are significantly higher value than rebates.
In Scheme Year 8, £2.3m was spent overall in the scheme, helping 31,359 households, a
cost of £73 per household*®. Our own benefits checks create an average additional income
of £2.7k for household. This is significantly better value for money than a single payment of
a rebate or fuel voucher.

e Energy advice can often lead to switching suppliers. Ofgem say that this can save a
household £260 per year on their energy bill. In Scheme Year 8, £6.0m was spent overall
in the scheme, helping 442,551 households, a cost of £14 per household*®. Even at a very
low estimation that only 1 in 10 households receiving advice switch their supplier, this still
returns more value than a rebate or voucher, with savings that can last multiple years.

NEA therefore recommends that there should be no minimum spend for financial assistance, and
that the maximum should, at a maximum, be retained at its current level.

Question 17 — Do you agree that such financial assistance should continue to be capped per
household per scheme year? If so, should this be capped at £150, or at a higher level?

NEA agrees with this proposal.

Question 18 — Do you agree that a £3 million portion of the energy debt write-off cap should
be reserved for customers with pre-payment meters (PPMs) who are self-disconnecting or
are at risk of self-disconnecting?

No. NEA does not agree with this proposal. While the policy intent to help those households who
use prepayment meters, and who self-disconnect, or are at risk of self-disconnection is clear and
admirable, this proposal does not seem like the most effective way to reach the desired outcomes.
In our experience, the cause of self-disconnections for financial reasons is not often related to the
amount of debt associated with the meter. Prepayment customers have usually built up debt, and
are placed on the meter to recover that debt. As per the new ability to pay principles that Ofgem
has now placed into the supplier licence, a customer should be on a repayment plan that is
affordable, and does not result in them self-disconnecting. Because of this, it is rare that
prepayment customers will seek help from organisations like NEA regarding debt, as there is
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already a system in place for repayment. We are much more likely to see clients who use credit
meters, who have larger debts that are likely to increase, and then be moved onto prepayment.

In our experience, where prepayment customers do self-disconnect due to their debt, it is because
of how the debt is recovered. For example, where the debt sits at the “front of the meter”, it is often
recovered at quite a high rate (for example 90% of each top up). A much more cost-effective option
would be for energy advice surrounding debt for prepayment households, including how to request
a debt repayment plan that is more affordable, such as moving the debt to the “back of the meter”.

NEA does note, however, that in some circumstances, debt is a persistent issue and debt write off
could be useful. NEA therefore recommends the portion of money specifically reserved for
prepayment households that self-disconnect, there should be a variety of ways in which the money
can be used, including energy and income advice, debt write off and financial assistance.

Question 19 — Do you think that the cap on debt write-off should be reduced from £6 million
to £5 million overall, and from which scheme year should this take place?

No. In our response to the consultation regarding the WHD Schem Year 11, we argued that debt
write off should not be reduced any further. We continue to believe that this is the right approach.

We have previously shown concern about the reducing cap for debt write off, and we maintain this
concern given the nature of likely increased fuel debt that will be incurred due to the COVID-19
pandemic. The pandemic has exacerbated the issue of energy affordability in the short term,
reducing incomes and increasing energy usage. This has led to increased utility debt. In August,
Citizens Advice estimated that 2.8 million UK adults had fallen behind on their energy bills.*'
According to the ONS*? 56% of Britons say their energy consumption is up and a recent study
by Energy Helpline suggested that this could lead to a £1.9bn increase in bills between October
and March. A poll conducted by YouGov for NEA showed that one in three British households are
concerned about the health impacts of living in a cold home this winter.

Outside of WHD, NEA has also called on the UK Government to help accelerate the clearance
of growing levels of utility debt by promoting Water and Fuel Direct and directly supporting
households to make greater third-party contributions*:.

Question 20 — Do you agree that the individual debt-write off cap should continue to be
capped at £2,000? If you think an alternative cap should be set, for instance more in line with
average energy debt levels, please provide your reasons scheme year 2021/22? If not,
provide evidence for alternative levels.

Yes. NEA broadly supports the principle of a debt write off cap at £2,000 in order to enable energy
suppliers and delivery partners to assist customers who have a debt which is likely to be less than
4 years old, even if they have a higher-than-average level of debt. This will allow for more
customers to be supported within the limited budget for industry initiatives, while allowing
significant debt clearance for potentially more than 3,000 households.

We are however concerned that there could be a negative impact on households, and an
unnecessary burden on scheme administration, if the cap does not have some flexibility to allow
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slightly higher amounts of debt to be cleared. This added flexibility would work to avoid situations
where a hard cut off will adversely impact on households in need and could increase the
administration costs of the scheme. We therefore recommend a flexibility around the individual cap.
We recommend an additional 5% of headroom if it would help clear a customer’s total debt.

We also recommend that households that receive such debt relief should be offered smart meter
advice, energy advice and income maximisation support, to ensure that their needs are more
holistically met, and to avoid the relief simply “plugging the gap” in the short term.

Question 21 — Do you agree that the installation of mains gas boilers to replace existing
boilers that have ceased to function properly should only be permitted in households with a
specific vulnerability to cold, as outlined?

Yes. Gas boiler repairs and replacements are not considered key measures to make progress
towards the fuel poverty interim milestones and 2030 target. NEA has however highlighted in a
typical semi-detached home, upgrading heating controls and replacing a gas boiler that is around
80 per cent efficient (D rated) with a new boiler will save around £85 a year, whereas replacing a
boiler that is 70% efficient (G-rated) could save over £300 a year. This is based on a 70 per cent or
below efficient boiler with no heating controls being replaced by an at least 90 per cent efficient
boiler with heating controls. Households which have the worst performing boilers could save even
more than this. Heating and hot water accounts for about 60 per cent of what a household spends
in a year on energy bills, so an efficient boiler makes a big difference, especially to those
households which are struggling to pay their energy bills.

However, BEIS should use the best available evidence when defining households that are
vulnerable to the cold. The NICE NG6 guideline uses the following criteria, and NEA recommends
that BEIS use these criteria in order to remain consistent with the best available evidence:

e People with cardiovascular conditions

o People with respiratory conditions (in particular, chronic obstructive pulmonary disease and
childhood asthma)

e People with mental health conditions

o People with disabilities

o Households with young children

Question 22 — Do you agree that boiler replacements should be limited to £8 million per
scheme year from 2022/23?

Yes. Given the improved targeting for households with health conditions to receive boilers, NEA
agrees with this proposal and believes the proposed cap is broadly appropriate.

Question 23 — Do you agree that the obligation threshold for the whole scheme should be
reduced from April 2022 to 50,000 domestic customer accounts? If not, what would you
suggest is a more appropriate threshold and why?

Yes. NEA agrees with this proposal and has long since urged for supplier thresholds to be reduced
as low as is practicable.
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Question 24 — Do you agree that from April 2023 the supplier threshold should be reduced to
1,000 domestic customer accounts?

Yes. NEA agrees with this proposal.

Question 25 — Please provide evidence of costs of delivering Core Group rebates, your
estimated costs of delivering to Core Group 2, and the costs of setting up Industry Initiatives
(specifying if this is a multi-supplier scheme), in cost per pound of support delivered.

NA

Question 26 — Do you agree with the proposed continuation of the arrangements for the
reconciliation mechanism, extending to cover both Core Group 1 and Core Group 2, and that
this should similarly continue in Scotland, in the event that the current WHD scheme
continues in Scotland?

Yes. NEA agrees with this proposal.

Question 27 — Do you agree that we should continue with the current Supplier of Last Resort
(SoLR) arrangements and not introduce a mandatory requirement for an SoLR to take on the
WHD obligations of a failing supplier? What alternative arrangements could be put in place
that may encourage the SoLR to take on those obligations, including in relation to Industry
Initiatives?

No. NEA does not agree that the current SOLR arrangements should continue.

The current arrangements create a significant risk for organisations that deliver industry initiative.
In NEA’s own direct experience, if an obligated supplier fails, there is a possibility that work already
completed towards an industry initiative obligation is not paid for. In future, this risk is likely to
increase as more smaller suppliers become obligated.

Beyond industry initiatives, it is important that rebates for each qualified household are paid. It
would be unacceptable for consumers to pay towards a policy, for the outcomes of that policy not
to be fulfilled.

In order to remove this risk for both consumers and industry initiative delivery organisations, one
option is to make the transfer of WHD obligations to the SOLR mandatory. If this was to be done,
the SOLR process already provides a mechanism for recovering the extra associated costs through
a mutualisation process,

Another way to remove the risk for industry initiative delivery organisations would be to ensure
protection of industrial initiative funding, so that costs are always paid. This could be achieved, for
example, through creating a protected fund that should be paid into by suppliers at the beginning
of the year, so that if a supplier exits the market, the money will not be lost, and work can both be
completed and paid for.

Question 28 — .Do you agree with the proposal that Ofgem should assess and approve
applications from suppliers seeking to participate voluntarily in the scheme?
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Yes. NEA agrees with this proposal.

Question 29 — Do you agree that from 2023 we introduce a second customer number
reporting date?

Yes. NEA agrees with this proposal. However, it might be prudent, in order to limit the
administration costs of the scheme, to only introduce the second customer reporting date for only
the smallest suppliers.

Question 30 — Do you agree that Ofgem should continue to act as the operator of the
reconciliation mechanism for the scheme?

Yes. NEA agrees with this proposal.

Question 31 — Do you agree that energy suppliers with multiple licences should be permitted
to consolidate under one licence?

Yes. NEA agrees with this proposal as long as their customers are made aware.
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