











We will consider the appropriate level of the financing charge for the capital value of the works. We
anticipate that, on the basis of the government guaranteeing the financing in return for a market based
insurance premium of say 1 per cent (so there would be no cost to the public purse), and given current
long-dated gilt rates, the financing cost would at present be about 5 per cent per annum.

As has been achieved in Germany, this ‘Just Do It” approach will provide a step change in the energy
efficiency of UK homes.

In doing so, it will:
* reduce people’s fuel bills and cut fuel poverty;
* sharply reduce Britain’s emissions of CO,

* provide an immediate boost to the building and construction industries, creating jobs in the
recession; and

e improve the value of people’s homes.

Low Carbon Zones

The Conservatives’ Quality of Life report put forward proposals to improve the energy efficiency
standards of existing properties through a Low Carbon Zone approach, whereby specific zones would
be identified that would be seed-funded by central government to undertake low carbon initiatives.

The Mayor of London, Boris Johnson, in July announced the development of ten high technology
‘Low Carbon Zones’ across London by 2012 which will provide a range of services and technologies
to households and businesses including: home insulation, buildings retrofitted with energy efficient
devices, locally generated renewable energy schemes, plus energy and carbon assessments to work out
existing carbon footprints and how best to reduce them.

We accordingly propose to evaluate the ten pilot Low Carbon Zones and hope to extend the zonal
incentives nationwide®’.

Business/Employee Carbon Cooperation Plan schemes

We will allow employers who are subject to mandatory schemes that require them to cut carbon
emissions to count carbon reductions they achieve in employees’ homes towards their own emissions
reduction targets. This will include businesses and organisations such as (but not exclusive to) those
required to participate in the Carbon Reduction Commitment trading scheme (around 5,000
organisations with a 2008 half-hourly metered electricity use above 6,000 MWh).

The carbon reductions will be calculated by reference to a standard list of improvements and measured
by before-and-after changes in home Energy Performance Certificates. The reductions will be counted
for a number of years and would remain even if employees left the company.

Wider access to zero carbon goods and services

We propose the introduction of a new standard, similar to the Japanese ‘Top Runner’ scheme which
identifies the most efficient appliances on the market in different categories — reflecting the rapid pace
of product development — and then requires all competing brands to improve on them within four to
six years.

%7 Greater London Authority, Mayor announces ten flagship 'green' energy 'Low Carbon' zones for London, press release,
3 July 2008.

% Economist, ‘Energy Efficiency: The elusive negawatt’, 8 May 2008.
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To inform consumer choice further, the mandatory EU energy labelling scheme should be extended
from white goods to brown goods. Significant energy efficiency gains have been achieved with white
goods, but they have been largely offset due to the exponential increase of consumer electronics, such
as digital boxes and plasma screen televisions.” Under EU Single Market rules the UK cannot by itself
require any freely traded product to carry an energy efficiency label. Such action will need to be taken
at EU level. We will accordingly continue to press the European Commission for the expansion of the
EU Energy Labelling Scheme to cover a wider range of products including consumer electronics.

Household energy-use comparisons

One of the biggest influences on our behaviour is what we think is expected by the society around us
and what we see other people doing. So, if we see that all our neighbours’ recycling bins are full, we
end up recycling more ourselves. Research in America has shown that the same is true for energy
efficiency — if we find out that our neighbours, or that households similar to ours, are using half as
much energy as we are, then we are much more likely to bring our own consumption down in line.

We will, therefore, ensure that every gas and electricity bill contains information which allows each
household to compare their energy consumption with average households of a comparable size. This is
not about government telling people what to do. It is post-bureaucratic policy making — not pulling
bureaucratic levers from above and imposing a centralised view on the world, but understanding why
people behave in certain ways, and then giving them a nudge in the right direction.

Code for Sustainable Homes

Whilst we recognise that the majority of carbon emissions come from existing housing stock, there

is great opportunity to build a new generation of zero carbon homes. We believe that all new
communities from 2016 should be zero carbon. This will be achieved by ensuring that newly built
developments will use the latest technologies available combined with renewable energy sources to
create communities that will not emit any additional CO,. To bring about this aim we will take
immediate steps to work with all interested parties to create a universally-accepted definition of

zero carbon.

The Planning and Energy Act (The Merton Rule)

A further contribution to reducing emissions from housing can be made by allowing local councils to
insist on renewable energy as a component of new development — in effect, using the incentive of
planning gain to bring about a significant increase in low carbon energy production.

The Merton Rule, introduced in 2003, allows a local council to stipulate that new developments in

its area (above a certain size) should generate at least 10 per cent of their energy needs from on-site
renewable energy equipment. The most commonly accepted threshold is 10 homes or 1,000m? of
non-residential development.”

The Merton Rule:

‘The council will encourage the energy efficient design of buildings and their layout and
orientation on site. All new non-residential developments above a threshold of 1,000 sqm
will be expected to incorporate renewable energy production equipment to provide at
least 10 per cent of predicted energy requirements.’

% Memorandum submitted by the Chartered Institute of Housing to the House of Commons Communities and Local
Government Committee, 17 March 2008.

" Merton Council, What is the Merton rule?;
http://www.merton.gov.uk/living/planning/planningpolicy/mertonrule/what_is the merton rule.htm
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The principle is that where the incorporation of renewable energy equipment would make the
development unviable it will not be expected. So, for example, for technical reasons it may not be
possible to mount PV panels or wind turbines on a roof.

Michael Fallon MP’s Planning and Energy Private Members’ Bill gave local authorities statutory
powers to set renewable and low carbon energy targets for new development, and requires developers
to source at least 10 per cent of any new building’s energy from renewable sources, reinforcing the
Merton Rule and implementing it on a national scale. We are pleased that this Bill was granted Royal
Assent and we will ensure that this legislation is implemented in full.

Energy Efficiency Retrofit in Commercial Buildings

Efforts to improve the environmental performance of non-domestic buildings have primarily targeted
new buildings and the Conservative Party supports the Government target that new non-domestic
buildings must be zero carbon by 2019. However existing non-residential buildings (offices, hotels,
retail and industrial buildings) represent a significant opportunity to achieve carbon emission
reductions and must be addressed rather than be overlooked.

The most cost-effective way of increasing the energy efficiency of existing buildings is when they
undergo major renovation, often at the occasion of lease breaks, and these are precisely the occasions
that should be used to enhance the efficiency of existing stock. The Royal Institution of Chartered
Surveyors (RICS) believes that if the right incentives are put in place, more energy efficiency retrofit
work should be possible’".

A supportive policy framework would also stimulate demand and reduce the costs of energy efficiency
technologies. We propose to implement fully the Energy Performance in Buildings Directive (EPBD)
and require Display Energy Certificates (DEC) for private as well as public non-domestic buildings
over 1000m’.

The Conservatives Quality of Life Report acknowledged that the large proportion of UK commercial
sector stock owned by large institutional investors and leased to tenants is often cited as a major
obstacle to retrofitting for energy efficiency. This is because the direct benefits of lower energy bills do
not accrue to the party most easily in a position to invest in the necessary energy efficiency measures.
We will examine the possibility of making available loan finance for energy efficiency retrofit of
existing buildings in a forthcoming policy paper.

6.3 New market signals for biofuels

Once regarded as a potential panacea, the reputation of biofuels has taken a pounding over recent
months. We voted against the Government’s Renewable Transport Fuel Obligation (RTFO) because it
does not contain binding safeguards to ensure that the biofuels it promotes come from sustainable
sources. Nor does it take into account the impact of biofuels on food production. The evidence is clear
that the wrong kind of biofuel, particularly those produced from palm oil feedstocks, can be
environmentally damaging rather than beneficial. It is acutely perverse for the RTFO to be encouraging
people to destroy the rainforest — an invaluable carbon sink as well as a haven for wildlife - to produce
biofuels or crops displaced by biofuel production elsewhere. We also need to see safeguards to ensure
that biofuels do not have an adverse impact on global poverty by driving up food prices.

That said, we believe the right biofuels can play a useful role in reducing emissions once mandatory
sustainability rules are in place. There are biofuels available at present as part of the so-called “first
generation” which can be reconciled with the concerns set out above. We also fully recognise the
potential benefits of “second generation” biofuels in reducing carbon emissions, and their role in the
emerging bio-economy, as described in Section 4.

I Royal Institution of Chartered Surveyors, Energy efficiency in commercial buildings, 17 August 2007
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In the long-term, while technological developments in electric vehicles could make biofuels for
passenger vehicles obsolete, it may well be that they will continue to play an important role in fuel for
lorries and trucks, aviation and for providing chemicals.

A Conservative government would put in place binding sustainability rules for existing biofuels.

Once a reliable framework on sustainability is in place and with progress underway on bringing second
generation biofuels to the market, we would accelerate the uptake of biofuels by establishing more
ambitious targets than those currently contained in the RTFO.

6.4 New market signals to change behaviour

Low Carbon Savings Accounts

Crucial to the move to a low carbon economy is the principle that economic prosperity and tackling
climate change can go hand in hand. Environmental action is about what we can do together; how we
can create whole new industries and jobs around a new green technology and the financial structure
that will make that happen.

In February 2008, the Shadow Chancellor, George Osborne, announced that a Conservative
government would look at Low Carbon Individual Savings Accounts, designed to enable the public to
save more money than they currently are allowed tax free, provided these funds are invested in
environmentally-friendly companies.

These Low Carbon ISAs will engage the public in a new way about the issues around climate change
and demonstrate very clearly the economic benefits of green investment. They are also a perfect
example of can-do environmentalism that is good for savers and green companies, as well as for the
environment.

The Low Carbon ISA working group has been looking at criteria for listed companies to qualify as
recipients for this investment product. They have been exploring using annual carbon reduction
performance (reliant on standardised carbon reporting), possibly relative to sectoral performance. They
have also been looking at how to ensure the ISA performs well enough to be attractive, its relationship
to the standard ISA and how it would impact on large funds of various sorts that are involved in this
market.

We were disappointed that the Government did not show greater leadership and urgency on the issue of
mandatory corporate reporting in the Climate Change Act. Carbon disclosure by the UK’s largest
companies would act as a significant driver of emissions reduction and create a competitive advantage
in the corporate sector by establishing a level playing field, allowing consumers and investors to make
meaningful comparisons. We will accordingly enhance by secondary legislation the powers of the
Secretary of State and to bring forward the date that the largest companies are required to report on
carbon emissions.

6.5 Reforming the Climate Change Levy

The Government has made it clear that the EU Emissions Trading Scheme (ETS) is the cornerstone of
its policy framework to tackle climate change. The Environment Audit Committee said “it would seem
no exaggeration to say that the Government has more staked on the success of this one policy

instrument than perhaps any other”’>.

We believe that the EU ETS will play a crucial role in any attempt to reduce carbon emissions. But we
should reduce uncertainty over the future price of carbon. As emphasised by Stern, “in order to
influence behaviour and investment decisions, investors and consumers must believe that the carbon

> House of Commons Environmental Audit Committee, The EU Emissions T rading Scheme: Lessons for the Future,
1 March 2007.
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price will be maintained into the future.” The ETS is vulnerable to large fluctuations in the price of
carbon, so taxation can help to provide a floor beneath which the price of carbon will not fall.

There is a legitimate role for government in providing businesses with stable long-term incentives to
invest in energy efficiency and carbon reduction.

We will reform Labour’s Climate Change Levy, which currently fails to distinguish between the
carbon emissions generated by the businesses which pay it. As a result, it provides no incentives for
low carbon energy.

As we set out in our consultation document 'An effective Carbon Levy for the UK', the Climate
Change Levy needs to be replaced by a Carbon Levy so that it is a tax on carbon rather than on a tax
on the supply of energy to business paid by the consumers of energy rather than generators.

The four principles that a reformed system should satisfy are that:
* The rates of a Carbon Levy should be more closely linked to carbon emissions in order to
provide the right incentives for investment in low-carbon technologies;

* Any reforms should be revenue neutral overall for business, and should minimise the negative
impact on the competitiveness of energy intensive sectors;

* A Carbon Levy should continue to exclude the domestic sector; and

* The system should provide a stable framework over the long-term, including compatibility with
the EU Emissions Trading Scheme and future schemes.
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7. Putting government’s own house in order

Government progress in making a low carbon public sector’” a reality is critical to the success of those
measures which target action by consumers and business — Government is far better placed to ask
individuals and business to change if its own house is in order. By using its purchasing power to
encourage improved standards, Government can help to stimulate the market for more energy efficient
construction, goods and services. Moreover, reducing public sector emissions will, as the Government
itself says, ‘not only ensure the public sector plays its role in addressing climate change but also offers

the prospect of better value for money for the taxpayer through decreased costs’.”*

The central Government estate

Including executive agencies, the central Government estate comprises over 650,000 employees
working in buildings that occupy over 17,000,000m? of building floor space with over 5,000km? of
land, equivalent to some 2 per cent of the UK’s landmass.” The government spends billions of pounds
each year on construction and refurbishment’® and buys £13 billion worth of goods and services each
year — a figure which, for the wider public sector, rises to £125 billion.”’

Central government energy use accounts for over 806,000 tonnes of carbon emissions (about 0.5 per
cent of the UK total, and equivalent to one-and-a-half times Tesco’s total emissions)’®; and total public
sector emissions are officially estimated to range from 3.7MtC to 5.5MtC” — with the Office of
Government Commerce reporting that total emissions may be as high as 8.3MtC — amounting to a
range of some 2.5 to 5.5 per cent of UK emissions" .

It has been estimated by the National Audit Office that savings in energy and water consumption
across the public sector could be at least £20 million a year®' and that implementation of good practice
in respect of public sector construction could deliver potential annual savings of £500 million®*. Yet
Government departments are failing to meet carbon, waste and water targets to such an extent that
Jonathan Porritt — Chairman of the Government’s watchdog, the Sustainable Development
Commission, — has said:

7 By public sector we refer to the part of the economy that includes central government, local government and public
corporations, as defined by the Treasury.

7 Department of Trade and Industry, Meeting the Energy Challenge: A White Paper on Energy, May 2007.
> Department of Trade and Industry, Meeting the Energy Challenge: A White Paper on Energy, May 2007.

7% National Audit Office, Building for the future: Sustainable construction and refurbishment on the government estate,
20 April 2007.

""HM Government, Securing the future: delivering UK sustainable development strategy, March 2005.
" HM Government, Securing the future: delivering UK sustainable development strategy, March 2005,
7 Based on 2002 data from the Department of Trade and Industry.
%0 Based on 2003 data from the Department of Trade and Industry.

8! National Audit Office, Building for the future: Sustainable construction and refurbishment on the government estate,
20 April 2007: “Energy consumption (gas and electricity) across departments and agencies costs £150 million a year. If
energy consumption is reduced in line with targets by 15 per cent by 2010 and by 30 per cent by 2020, this will save
£22.5 million per year by 2010 and £45 million per year by 2020, or more. Water consumption across the central
government estate reached nearly three million cubic metres in 2004-05. Reducing consumption to the target level of
three cubic metres of water per person per year would more than halve thus consumption, delivering savings of up to £1
million per year.”

52 If the Government were to follow recommendations from the National Audit Office’s 2005 report, Improving Public
Services through better construction, cited in National Audit Office, Building for the future: Sustainable construction and
refurbishment on the government estate, 20 April 2007.
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‘Overall, Government performance is simply not good enough. Against a background of non-stop
messages on climate change and corporate social responsibility, the Government is lagging so far

behind the private sector, when it should be leading the way’.>

Local government

According to Office of Government Commerce, the energy consumption of local authorities is
estimated to be at least 26 billion kWh per year. This results in annual CO, emissions of more than
6.9mt and corresponds to energy expenditure in the order of £750 million per year®. The Local
Government Association Independent Climate Change Commission's report - the first authoritative
investigation into the performance of councils to reduce their carbon emissions found that many still
have to put appropriate strategies and action plans in place. The report concluded that councils can
help cut carbon emissions by 150 million tonnes of C02 a year, contributing to the national target of up
to 32% reductions that central government has pledged to achieve by 2020.%

Public corporations

There are currently 374 public corporations controlled by central government, local authorities or other
public corporations, including bodies such as the Royal Mail, BBC World Service and the National
Health Service Estates®. These companies receive more than half their income from the sales of goods
or services into the market place but are recognised by HM Treasury and the Office for National
Statistics as public sector and therefore should have a role to play in leading the way to a low carbon
public sector.

The public sector under Labour

The Government has recognised the need for the public sector to play an important part in UK saving
energy. In March 2005, Tony Blair announced ‘Government will lead by example’ committing every
Government department to the delivery of an action plan outlining how to spend its budget in a more
sustainable way.”’” In October 2006, David Miliband remarked that ‘the household sector will only take

the steps that are necessary if it sees Government taking a lead, even with its own emissions’.*®

The Government’s action — its ‘taking a lead’ — has, for the most part, centred around targets. There is
a target to reduce office carbon emissions by 12.5 per cent by 2010.* Other plans include the funding
of, and targets for, energy efficient new public sector buildings, as well as energy efficient procurement
of new public sector cars and energy saving products, and targets to reduce waste and water
consumption and to increase recycling.

However, recent reports from the National Audit Office and the Sustainable Development
Commission, indicate that Government performance is falling far short of the step-change required to
meet its own targets:

%3 Jonathan Porritt in Sustainable Development Commission, Government fails to get its own house in order on carbon,
water and waste, press release, 7 March 2007).

8 Carbon Trust, Local authorities sector overview, 26 June 2007.

% Local Government Association Independent Climate Change Commission, Climate Change: Your Council,
Your Climate, Your Action, 5 December 2007.

% Office for National Statistics; www.statistics.gov.uk/downloads/theme economy/MA23 xls

¥ HM Government, Securing the future: delivering UK sustainable development strategy, March 2005.

% David Miliband on Newsnight, BBC2, 30 October 2006.

% Department of Trade and Industry, Meeting the Energy Challenge: A White Paper on Energy, May 2007.
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Carbon: On average, departments have reduced carbon emissions by only 0.5 per cent since 1999,
meaning that they are not on track to meet the carbon reduction target of 12.5 per cent by 2010.

15 departments have increased carbon emissions since 1999 and most Departments are using energy
less efficiently than they did in 1999.

Waste: Departments generated more waste in 2006 than the previous year. Total waste increased from
163,847 tonnes to 186,380 tonnes.

Water: Departments failed to meet the target of 7.7m? of water per person, consuming an average of
10.2m? per person in 2006.

Travel: Emissions from public sector road transport have officially decreased by 14 per cent since
2002. However, this performance was devalued by the inability of eight departments to provide
accurate data. The Department for Transport has increased its emissions by approximately 40 per cent
since 2002.”

The Sustainable Development Commission has stated that overall performance is ‘hugely

disappointing’.”' The National Audit Office report — which concentrates on sustainable construction

across the government estate — found ‘widespread failure to meet targets’.””

Making a low carbon public sector a reality

We believe that the public sector must provide a much stronger example in the UK’s move towards a
low carbon economy.

The Conservative Quality of Life Policy Group report recommended that an incoming Conservative
government should ‘use public sector financial and political muscle to entrench sustainable purchasing
decisions and favour green companies; set a timetable for spending a growing proportion of public
procurement with companies accredited as carbon neutral; adopt clear car procurement policies across
all parts of the public sector; set the highest possible energy performance standards in buildings of the
public estate; and establish supply chains for use of local and low carbon food’.

The Quality of Life Policy Group report also recommended that an incoming Conservative
government should establish proper baselines for reducing carbon emissions with transparent annual
targets, metrics and reporting: ‘central and local government must provide transparent reporting on
emissions, with local authorities compared against one another’s performance and all public sector
buildings should publicly display their whole carbon footprint in terms of energy use, waste
minimisation and water efficiency’.”

We will work with the civil service to develop implementation plans for all these recommendations.
For example, we will adopt clean car procurement policies across all parts of the public sector. We also
believe that buildings of the public estate should be in the top quartile of energy performance. By
driving the highest standards of energy efficiency and carbon emissions reduction, the public sector’s
impact on the construction industry will have a very strong effect on the private sector too. A concerted
effort by government to set appropriate standards would have a significant effect on developers,
engineers, construction companies and facilities managers, and would drive the skills and the attitudes
necessary to deliver and operate low carbon buildings across both public and private sector.

% Sustainable Development Commission, Government fails to get its own house in order on carbon, water and waste,
press release, 7 March 2007.

*! Sustainable Development Commission, Sustainable development in Government: annual report 2006, page 9.

%2 National Audit Office, Building for the future: Sustainable construction and refurbishment on the government estate,
20 April 2007.

%3 Quality of Life Policy Group, Blueprint for a Green Economy, September 2007.
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However, it will not be enough simply to introduce transparent reporting and carbon conscious
procurement. A Conservative government will also seek transforming technological approaches to alter
the way that the business of the public sector is carried out. For example, with new ‘TelePresence’
technology, it is now possible to provide broadcast quality links between meeting rooms in different
parts of the country that enable meetings to occur almost as if the participants were in the same room.
A Conservative government will expand the piloting of TelePresence in the Department for Innovation,
Universities and Skills immediately, and monitor the effects. If, as we expect, there are both significant
carbon reductions and significant cost-savings through reduced travel, we will implement this
technology throughout central government and its agencies.

We believe that, by driving the highest standards of energy efficiency and carbon emissions reduction,
the impact of the public sector on the construction industry should have a strong knock-on effect to the
private sector. From developers, to architects, engineers, construction companies and facilities
managers, the skills and mentality to deliver and operate low carbon buildings should then develop
quickly across both public and private sectors.

The creation of a new Department of Energy and Climate Change was a welcome move but the
watchword is delivery. Drawing on the positive precedent of the creation of a new Office of Nuclear
Development (OND), then within BERR, to facilitate new nuclear investment in the UK, we will look
to create dedicated teams to facilitate the delivery of the necessary transformative physical
infrastructure. We will accordingly come forward with proposals for the restructuring of the new
Department and its agencies to ensure a sharper focus and delivery of our low carbon agenda.

We welcome responses to this consultation paper. Please send comments via email to
ryan.tinggal@conservatives.com

53



Promoted by Alan Mabbutt on behalf of the Conservative Party, both at 30 Millbank, London SW1P 4DP.
Printed by TPF Group, Avro House, Harlequin Avenue, Brentford TW8 9EW.



