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executive
summary

- In this section 1 Warm Front is a scheme which aims to reduce fuel poverty in vulnerable
households in England by improving the energy efficiency of their homes?.
Key findings 1 There were an estimated 1.8 million2 households in fuel poverty in England in
Detailed findings P 20013. Fuel poverty damages people's quality of life and health, with more
illnesses such as influenza, heart disease, and strokes as well as increased risk

Recommendations 5

of death in winter. The Scheme is aimed at those groups most vulnerable to fuel
poverty: households with children, the over 60s and the disabled or long-term
sick. The Scheme is a major component of the government's UK Fuel Poverty
Strategy, published in November 2001, which aims to eliminate fuel poverty in
England by 2016, and to eliminate it in vulnerable groups by 2010 as far as
reasonably practicable.

2 The Scheme, which costs on average £150 million a year, provides grants for
insulation and heating to homes in the owner occupier and private rented
sector - fuel poverty in social housing is now addressed through other
programmes#. Warm Front replaced the former Home Energy Efficiency
Scheme in June 2000. The Scheme is overseen and funded by the Department
for Environment, Food and Rural Affairs (the Department), and it is
administered by two Scheme managers, Eaga Partnership Ltd and TXU Warm
Front LtdS. Similar schemes operate in Scotland, Wales and Northern Ireland
overseen by the devolved administrations.

Key findings

3 Warm Front makes a difference in many cases; 303,000 households were assisted
in 2002, receiving, on average, a grant of £445 which has the potential to save
each household around £150 a year through reductions in fuel bills. However,
there are some important ways in which the Scheme's effectiveness is impaired:

m There are problems with the match between eligibility for the Scheme and
fuel poverty; around a third of the fuel poor may be ineligible and up to
two thirds of eligible households may not be fuel poor;

m The heating and insulation measures available under the Scheme may be
insufficient to move households out of fuel poverty in at least 20 per cent
of cases, possibly more; and

m Only 14 per cent of grants reached the least energy efficient homes and there
is limited targeting of grants towards those households in greatest need.

As a result of these problems, the Scheme may make less of a contribution to

the Fuel Poverty Strategy's aim of eliminating fuel poverty than it could. g
£
1 A fuel poor household is one which needs to spend more than 10 per cent of its income on fuel costs to heat its home to an adequate standard of warmth, g
generally defined as 21°C in the living room and 18°C in other occupied rooms. =
2 1.8 million is the number of fuel poor households in England, as quoted in the first annual progress report on the UK Fuel Poverty Strategy, published in 5
March 2003 and based on the English House Condition Survey 2001. The figures from this survey are currently undergoing further refinement and could be ol
subject to change. 5
3 English House Condition Survey 2001 using the definition of income which includes Housing Benefit and Income Support for mortgage interest (ISMI)
which is used throughout this report.
4 For example the Decent Homes Standard (2001) and the Energy Efficiency Commitment. 1

5 Powergen aquired the TXU retail business, including Warm Front Limited, in December 2002. However, for the purposes of this report we have referred to
this Scheme manager as TXU Warm Front Limited as the manager in charge for the majority of the period under review.
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In part, these areas for improvement have their origins in the Scheme's history
and development6. The Scheme's predecessor, the original Home Energy
Efficiency Scheme, was not initially designed to alleviate fuel poverty but to
improve household energy efficiency. Even the new Scheme, launched in
June 2000 and rebranded as Warm Front in February 2001, was in place well
before the launch of the Fuel Poverty Strategy in November 2001. Warm Front
was brought within the Strategy, rather than specifically designed to address
fuel poverty and the Strategy's aims. The Department is, however, in the process
of reviewing Warm Front to ensure that it makes an effective contribution to the
Strategy. The rest of this Summary sets out our findings in more detail, and
makes recommendations.

Detailed findings

5

Warm Front has the potential to do much good. The Scheme is a better means
to tackle fuel poverty than the Home Energy Efficiency Scheme it replaced. More
funds are available, the eligibility criteria are more suited to identifying fuel poor
households in the target vulnerable groups, and the wider range of insulation and
heating measures is better able to address warmth, comfort and energy efficiency
in fuel poor homes. The Scheme is very popular with those who benefit from it,
with a high level of customer satisfaction and low level of complaints, and it has
the potential to make a real difference to these households.

Current targets and performance measures do not provide a clear or
meaningful view of progress against the Fuel Poverty Strategy. The Fuel
Poverty Strategy contains the target that "800,000 vulnerable households would
be assisted through the Scheme by 2004" and this is translated into a Public
Service Agreement (PSA) target "to reduce fuel poverty among vulnerable
households by improving the energy efficiency of 600,000 homes between
2001 and 2004". Neither target is sufficiently linked to the Strategy's aim to
eradicate fuel poverty as far as reasonably praticable. In particular, it is
inappropriate to use the number of households assisted by the Scheme as a
prime measure of success. This approach presumes that all households assisted
were fuel poor at the start, and assumes that the assistance provided leads to
improvements in energy efficiency, with the potential to reduce fuel poverty. In
practice, these presumptions may not apply in all cases. The fuel poor are a
dynamic group with new households becoming fuel poor each year, and
eliminating fuel poverty is an ongoing task.

Ideally the impact of the Scheme would be measured in terms of the reduction
in fuel poverty achieved. The Department, however, does not assess the impact
of Warm Front in this way and so instead we have used improvements in the
energy efficiency of recipients' homes as a proxy for the likely impact of the
Scheme in moving households out of fuel poverty.

Eligibility does not correspond to fuel poverty in many cases. Warm Front is a
scheme aimed at helping the vulnerable fuel poor. Assessing directly whether a
household is fuel poor would be time consuming and complicated, and
therefore receipt of 'passport benefits' is used as a proxy for fuel poverty and to
determine eligibility. These benefits, which include for example Income Support,
Housing Benefit and Disability Living Allowance, are chosen on the basis that
they identify those either on low incomes or in one of the vulnerable groups
(families with children, over 60s, and the disabled). The suitability of passport
benefits as a proxy for fuel poverty has not been tested systematically, but some

The principles of the Scheme are set out in the Social Security Act 1990 S15.
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limited exercises suggest that there may be significant numbers of fuel poor
(perhaps 35-40 per cent) in these vulnerable groups who are not eligible for
Warm Front because they are not claiming benefit or are not entitled to the
relevant benefits. Similarly, recent work commissioned by the Scheme managers
combined with other data indicates that between 40 and 70 per cent of
households eligible for Warm Front may not be fuel poor, because they have a
reasonable level of income or live in a home which is already energy efficient.

In particular, some passport benefits appear to be less good indicators of fuel
poverty than others. The Working Families' Tax Credit extended to middle income
families, some of whom may not have been fuel poor. The changes in working tax
credits in 2003 provided an opportunity to examine the suitability of the
replacement credits as passport benefits, and the Department has now limited
eligibility to those recipients of these tax credits on an annual income of less than
£14,200. Disability Living Allowance is not means tested, and in the absence of
any other passport benefit may not be a good indicator of fuel poverty.

Amongst the fuel poor not eligible for Warm Front are 'near-benefit’
households, households not claiming benefits to which they are entitled, and
the 'non vulnerable' fuel poor, for example households with adults aged under
60 with no children. Although some of these people are outside the scope of
the current Warm Front scheme, the Department’'s aim of eliminating fuel
poverty by 2016 may not be achievable while these ineligible groups remain,
as the Strategy acknowledges. Benefits health checks are a way of helping more
people to receive passport benefits and qualify for Warm Front by assisting
people in understanding their entitlements to benefits.

The range of measures offered does not always maximise impact. The increased
grants and wider range of measures under Warm Front are a considerable
improvement over the previous Scheme. Generally all energy efficiency and
heating measures that can be afforded within the grant maxima will be
installed, unless they are already present in the home. This approach helps
many homes, but does not have a significant impact on energy efficiency, and
hence fuel costs, in others. For example, homes that receive only energy
efficient light bulbs or draught proofing (20 per cent of all homes assisted in
2001-02) will only see a decrease in fuel costs of, at most, £25 a year.

A significant number of fuel poor households live in homes that are ‘hard to
treat’, usually because they are not connected to mains gas (around 25 per cent
of the fuel poor) or have a solid wall that cannot be cavity-filled (44 per cent of
fuel poor homes), but Warm Front provides few or no effective options for homes
of this type. In other cases the required energy efficiency measures may cost
more than the grant maximum and, if the customer is unable to contribute funds
or funding from other sources cannot be secured, choices must be made which
may result in a less than ideal solution being implemented. For other homes the
assistance needed falls outside the Scheme rules. For example, the repair of an
intermittently working boiler or the replacement of a warm air heating system
with a gas central heating one are not permitted under the Scheme.

Grants are not targeted towards the most fuel poor or the least energy
efficient homes. Eligibility for Warm Front is based solely on receipt of passport
benefits with no account being taken of the energy efficiency of the claimant's
home. Applications are processed on a first come, first served basis, and the
only targeting is a Departmental requirement that around 60 per cent of grants
go to households aged over 60. More could be done to meet this target.

executive summary
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14 The Scheme may not be reaching those in greatest need and may under
represent certain groups of fuel poor. Under current Scheme rules, for example,
grants may be allocated to homes with high energy efficiency even though
people in these homes are less likely to be fuel poor. In 2001-02, 14 per cent
of grants reached the least energy efficient homes’. More targeting of grants to
those homes with the lowest energy efficiency would improve the cost
effectiveness of the Scheme, because these homes offer the largest scope for
improvements and energy savings. In addition, grants and assistance to fuel
poor in rural areas have been less common, with most help going to those
living in urban areas because these areas generate applications more easily.

Several factors reduce the Scheme’s effectiveness

A limited proportion of Warm Front grants may reach the fuel poor and make a significant impact to the energy efficiency of their homes.

Those receiving light bulbs
or draught proofing will see
little difference to the energy

efficiency of their home

Some homes will
already have a
high level of

energy efficiency

Those gaining eligibility
only through benefits that
are not means tested are
unlikely to be fuel poor

Warm Front Recipients Fuel Poor

. N

Warm Front is only aimed
at vulnerable households.
Those not eligible include

Little i o adults under 60 without
ittle improvement made i
N vullreEhiE children under 16

groups

R Gl G TENE Those not eligible for

Warm Front passport
benefits eg near-

Not eligible
. benefit pensioners

for benefits

Non-means Not claiming Although entitled to,
tested benefits benefits many people do not
claim benefits which
would give them
eligibility to Warm Front

Middle Hard to treat

income homes
Those at the upper end Main measures provided
of the Working Families® by Warm Front cannot help
Tax Credit limit are these homes as they may
unlikely to be fuel poor be off the gas network or

have solid walls

7 Denoted as a SAP rating of less than 20. A Standard Assessment Procedure (SAP 1998) gives homes
a rating from 1 to 100, with 1 being a house with very poor energy efficiency and 100 being a
highly energy efficient house.
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Recommendations

15 The factors set out above which reduce the Scheme's effectiveness mean that a limited proportion of Warm Front grants
may reach the fuel poor and make a significant impact to the energy efficiency of their homes, as shown in the figure on
the page opposite.

16 As a result, Warm Front may be making less of a contribution than it could to the Strategy's aims. As part of their current
review, the Department should therefore look at the fit between the Scheme and the Strategy, and examine whether the
Strategy's aims are going to be met. More specifically the Scheme could be better directed towards the fuel poor by
tightening eligibility and, in particular by taking account of a home's energy efficiency. In this way the funds available under
the Scheme could be better utilised to help those who will benefit most in terms of reducing fuel poverty. Our
recommendations are:

1 Targets for the Scheme. These should be framed around the average improvement in energy efficiency of households
assisted, as well as the number of homes assisted, as a proxy for the impact on underlying fuel poverty. Reporting
against the target should include only homes where a real reduction in energy costs has been achieved, helping to move
households out of fuel poverty.

2 Impact of Warm Front. Currently the Department has only limited data about the impact which Warm Front has on the
actual fuel costs of the households helped. To better inform Scheme design, and assess whether the Strategy's aim of
eliminating fuel poverty is being achieved, the Department should research whether Warm Front has moved assisted
households out of fuel poverty.

3 Eligibility and coverage. Currently some of the benefits used to determine people's entitlement to Warm Front are not
focusing help on those most likely to be in fuel poverty. The Department should review the effectiveness of the Scheme's
eligibility provisions, to identify the extent to which they may exclude the vulnerable fuel poor, and the extent to which
they may direct funds to those who are not fuel poor. The Department should consider concentrating eligibility only in
those groups on low incomes as shown by receipt of means tested benefits.

4 Maximising improvements to energy efficiency. The Department should consider how to concentrate its resources in
those eligible homes with the lowest energy efficiency where the most cost effective improvements can be made. This
could take the form of guidance to Scheme managers and surveyors rather than new rules that seek to prescribe for all
individual circumstances. By reducing expenditure on measures which have limited impact on fuel costs, and by
reducing expenditure on homes which are already energy efficient, more could be done to help those households most
in need.

More detailed recommendations are at Appendix 1.

executive summary
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Warm Front

11

1.2

13

Warm Front is the new name for the Home Energy
Efficiency Scheme. The Scheme was re-launched in
June 2000, replacing a previous Scheme which began in
1991, and in February 2001 was re-branded as Warm
Front for marketing purposes. Warm Front's aim is to
improve energy efficiency for vulnerable households in
fuel poverty8 in the private rented and owner-occupier
sectors. It provides grants of up to £1,500 for insulation,
energy efficiency measures and heating improvements.
Warm Front plus is an extension of the Scheme available
to the over 60s which also provides central heating and
has a grant maxima of £2,500°. Warm Front, overseen
and funded by the Department for Environment, Food
and Rural Affairs (the Department), has an annual
expenditure of around £150 million a year19, of which
77 per cent was spent on grants and 23 per cent on the
administrationl? of the Scheme in 2001-02.

We reported on the previous Scheme in 1998, focusing
on the administration of the Scheme and maximising
impacts. Following a consultation process by the
Department in 1998-99 the Scheme was re-launched in
June 2000, taking account of our recommendations and
those of the Committee of Public Accounts!2. The key
differences between the old Scheme and Warm Front
are shown in Figure 1 overleaf.

Fuel poverty can damage people's quality of life and
health - the likelihood of ill health is increased by cold
homes, with illnesses such as influenza, heart disease, and
strokes all exacerbated by the cold. The UK has around
40,000 more deaths in winter than in the rest of the year.
Studies!3 suggest that the prevalence of winter deaths is
greater in people living in homes that are poorly heated
and in particular in homes with low energy efficiency.

Warm Front and fuel poverty

14

15

Eligibility for Warm Front is similar to the previous Scheme
with the exception that grants are no longer available to
over 60s who are not in receipt of benefits. For a
household to be deemed fuel poor it needs to spend more
than ten per cent of its income on maintaining its home at
an adequate standard of warmth. However, it is difficult to
apply this test in practice, and therefore eligibility is
instead based on the receipt of specific benefits (referred
to as 'passport benefits'). Warm Front is aimed at the
groups most vulnerable to the effects of fuel poverty, who
also make up over 80 per cent of the fuel poor: low
income households with children; disabled people or
those with a long-term illness; and older (over 60) low
income households. There were an estimated 1.8 million
in fuel poverty in England in 2001 (Figure 2 overleaf). This
is a sizeable decrease from the 3.3 million households
who were fuel poor in 1998. The government recognises
that the majority of this reduction is the result of lower fuel
prices and increased incomes rather than the impact of
Warm Front in the first year after its launch in 2000.

Warm Front differs from the earlier Scheme in that it
now focuses on private housing rather than social
housing. This chanage was made because fuel poverty
was recognised to be more prevalent in private sector
housing4. Fuel poverty in social housing, the focus of
the previous Scheme, is now addressed in other ways.
For example, the Decent Homes Standard of 2001
requires all social housing to have minimum levels of
insulation and heating by 2010. Those in social housing
can also be helped through the Energy Efficiency
Commitment (a legal requirement for gas and electricity
suppliers!> to meet energy saving targets by installing
energy efficiency measures in homes). The current
Commitment requires at least 50 per cent of the energy
savings to be targeted on households receiving income
related benefits and income-related tax credits.

11
12
13
14
15

A fuel poor household is one which needs to spend more than 10 per cent of its income on fuel costs to heat its home to an adequate standard of warmth,
generally defined as 21°C in the living room and 18°C in other occupied rooms.

Throughout this report Warm Front refers to both Warm Front and Warm Front plus.

The cost of the Scheme in 2001-02 was £197 million, i.e. higher than an average year due to monies being carried forward from the previous year as a result

of the Scheme's lower than expected level of activity in its first year.

Administration covers all 'non measure' costs including marketing, call centre costs, surveys, post installation inspections and Scheme manager's costs.
See Appendix 2 for the recommendations from the Committee of Public Accounts as a result of our previous report and the response to these.
'Cold Comfort: The social and environmental determinants of excess winter deaths in England, 1986 - 1996" by Paul Wilkinson.

The English House Condition Survey 1996.
The requirement applies to all suppliers with at least 15,000 customers.

part one
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A comparison of Warm Front and its predecessor

Warm Front is now aimed at private homes, and has increased grant maxima.

75% grant recipients in
social housing

Grant maximum of £315

Mainly insulation measures

E-!':.:'-!I_ill:.'l

[_:.1r'_'h-'r'.|'.i|-

One Scheme manager

Source: National Audit Office

Now private sector only (owner-
occupied and private rented)

Grant maximum of £1,500
Warm Front plus maximum £2,500

Insulation plus heating measures
(see Figure 3)

@B Txu

R

e

cd L'lr.]
[_:.1r'_-|-1r-.I'.i|-
Two Scheme managers

1.6 Warm Front provides a wider range of measures than its
predecessor Scheme, and a corresponding increase in
the maximum grant that can be spent on one household.
The grant maximum was increased from £315 to £1,500
(and for over 60s to £2,500 under Warm Front plus).
Under the previous Scheme grants provided mainly
insulation measures, mostly loft insulation, cavity wall
insulation and draught proofing. In contrast, Warm Front
grants cover a range of insulation and heating measures.
Under Warm Front plus, available only to the over 60s,
the grant can extend to a new central heating system.

part one
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This wider range of measures offers a greater
improvement in the energy efficiency of homes, the
warmth of householders and potentially lower fuel bills.
Figure 3 sets out the main measures offered under Warm
Front and Warm Front plus. These changes also mean
that annual expenditure on the Scheme is much larger -
a budget of around £600 million for the four years
2000 - 2004 compared to £300 million for the final four
years of the previous Scheme to 31st March 2000. In
2001-02 the average grant was £445.
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Households in fuel poverty, by household type, England 2001

Warm Front is only aimed at those most vulnerable to the effects of fuel poverty.

Total of number of fuel poor = 1.8 million

Lone Younger
parent couple
with with no
Couple  piig(ren) ~ child(ren)
with 8% 6%
child(ren)
4%

One person,
aged under 60

Couple aged 16%
60 or more
with no
dependant
child(ren)
13%
Other multi
adult
households?
13%
One person
aged 60 or more
40%

. Households eligible for Warm Front

NOTE

1. Includes families without children under 16, and students.

Source: English House Condition Survey 2001

Core heating and insulation measures available to Warm Front recipients

Warm Front offers a wider range of heating and insulation measures.

Source: National Audit Office

part one
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Two typical packages of measures offered by Warm Front

1.7

1.8

A package of measures can result in considerable annual savings

Warm Front example

Before: Semi-detached house with gas
central heating and no insulation

Package of measures installed:

Loft insulation

Cavity-wall insulation

Draught proofing

Tank jacket and timer

2 Energy efficient lightbulbs

Potential saving £274 per year

Source: National Audit Office

Warm Front plus example

Before: Semi-detached house with main
gas room heaters and no insulation

Package of measures installed:

Gas central heating
(condensing)

Loft insulation
Draught proofing

2 Energy efficient
lightbulbs

Potential saving £461 per year

Receiving insulation or heating through Warm Front can
make a big difference to a household, who could enjoy
lower fuel bills or have an adequately heated home for
the first time. Figure 4 shows typical packages of
measures with the potential cost savings.

Another change is that Warm Front is now administered
on behalf of the Department by two Scheme managers -
Eaga Partnership Ltd and TXU Warm Front Ltd. Eaga
Partnership Ltd, the only Scheme manager under the
previous Scheme, is the Scheme manager for three areas
of Englandé and TXU Warm Front Ltd is the Scheme
manager for the fourthl?’. The Scheme managers are
responsible for a range of activities including marketing,
identifying eligible households, approving applications,
surveying properties, appointing and managing
contractors to complete the work, and carrying out
quality insurance inspections on work done. In addition
the Department employs quality assurance assessors,
White Young Green, to look at all aspects of the delivery
of the Scheme.

1.9

Warm Front is no different from its predecessor Scheme
in that the householder must initiate the process by
making an application. Applications may be generated
after the Scheme manager or some other agency, such as
local charities or healthcare workers, have visited areas
and solicited interest from households most likely to
benefit from the Scheme. Figure 5 shows the process
from application to completion in more detail.

The Fuel Poverty Strategy

1.10 Warm Front is a key component of the UK Fuel Poverty

Strategy, launched jointly by the Department for
Environment, Food and Rural Affairs and the
Department of Trade and Industry. The Warm Homes
and Energy Conservation Act 2000 required the
government to publish and implement a strategy for
reducing fuel poverty, leading to the publication of the
Strategy in November 2001. The Strategy focuses
primarily on measures to improve the energy efficiency
and reduce the costs of fuel for fuel poor households.
Income measures, also vital in eliminating fuel poverty,

16
17

Covering the North East, North West, West Midlands, South West, South East and Greater London.

Covering East Midlands, Yorks and Humber, and Eastern regions.
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Stages in receiving a Warm Front grant

There are a number of stages to receiving a Warm Front grant

Marketing

Carried out by Scheme managers to generate referrals.

A OVIRRMEINT FURDED IRTLATIVE

Application
A few simple questions are asked once initial contact is made either
by ringing the Warm Front grants line or filling in a postal application.

These questions act as a basic eligibility screen. If the basic criteria are
met a surveyor visits the applicant.

Survey

The surveyor will assess the current state of the house including taking
measurements and seeing what insulation/heating measures already
exist. Proof of the applicants eligibility is also checked.

If eligibility is proven and measures are required then the surveyor
recommends the appropriate measures to the Scheme manager.
The surveyor also offers energy advice.

Installation

Installer carries out technical inspection prior to fitting insulation
and/or heating measures.

Quiality checks

Quiality checks are done on 100% of full gas central heating jobs and
on a random 5% sample of all other jobs. Scheme managers also
commission customer satisfaction surveys for a sample of households.

part one
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form part of a long-term solution being addressed
through wider poverty and social exclusion policies. The
third cause of fuel poverty, high fuel prices, is tackled
through a number of programmes to maintain a
downward pressure on fuel bills. These programmes are
outlined in the Strategy and included reducing VAT on
domestic fuel and Ofgem's role as regulator of suppliers.
The Strategy has an overall aim to eliminate fuel poverty
in England by 2016 and to eliminate it within vulnerable
groups by 2010 as far as reasonably practicable.

1.11 Warm Front is described in the Strategy as:

"the Government's main (energy efficiency) programme
for private sector households. The Scheme is designed to
tackle fuel poverty among those most vulnerable to
cold-related ill health. In total the Strategy expects that
some 2 million households will benefit from
Warm Front by 2010".

1.12 To advise on implementation of the Strategy the

government established an advisory Non-Departmental
Public Body, the Fuel Poverty Advisory Group, in
January 2002. The Group's primary task is to report on
progress towards the Strategy, and to propose and
implement improvements to mechanisms for its delivery.
The Group includes representatives from local
government and the energy, housing, consumer and
health sectors, and the Warm Front Scheme managers.

What we did

1.13 We examined the effectiveness of Warm Front in reaching

vulnerable fuel poor households and making a difference
to the energy efficiency of their homes. We used a variety
of methods to obtain our evidence, including analysis of
the Department's and Scheme managers’ data and files,
accompanying surveyors on Vvisits, and interviewing
stakeholders both individually and in focus groups. In
addition, we examined progress in implementing
recommendations made by the Committee of Public
Accounts, summarised in Appendix 2. Our methodology
is described in Appendix 3 and a summary of
stakeholder views is at Appendix 4.

1.14 Throughout our examination we worked closely with the

Department's in-house consultancy unit who carried out a
parallel internal review of Warm Front. This internal
review focused on eligibility for Warm Front, the Scheme's
impact on fuel poverty, and administration of the Scheme.
The review's conclusions and recommendations are
consistent with those set out in our report.

1.15 In the remainder of this report:

m Part 2 looks in detail at the eligibility criteria of the
Scheme and whether the Scheme is reaching those
at whom it is aimed.

m Part 3 examines the measures offered under the
Scheme, whether they maximise improvements to
energy efficiency, and whether funds are directed to
the least energy efficient homes, and hence likely to
have the greatest impact on fuel poverty.

m Part 4 looks at the targets used to assess the success
of the Scheme.



Eligibility and distribution

2.1 This Part of the Report looks at the people receiving
Warm Front grants. We found that Warm Front is a very
popular scheme; however, there may be some problems

Warm Front is a popular scheme
2.2 Around 300,000 households were assisted by Warm

with the criteria by which eligibility for the Scheme is
determined. Although using 'passport’ benefits is the
most practical way to determine eligibility, some
vulnerable fuel poor are not eligible for Warm Front
because they are not claiming the passport benefits or
are not entitled to them, and others are entitled to Warm
Front despite not being fuel poor. We identified a
number of specific areas where the match between
eligibility and the vulnerable fuel poor could be
improved. We also found that within the eligibility
criteria there is limited targeting of grants. More could
be done to meet the targets for grants to the over 60s and
the distribution of grants does not match the distribution
of the fuel poor either on a regional basis or in the split
between rural and urban grant recipients.

Satisfied Warm Front customers

Front in 2001-02. The Scheme is popular with those
households who have benefited from it. Customer
satisfaction surveys carried out by the Scheme managers
show that around 90 per cent of Warm Front recipients
were satisfied or very satisfied with the Scheme.
Complaints arise in only approximately one per cent of
cases. Over 95 per cent of recipients would recommend
Warm Front to a friend, and nearly 28 per cent of
respondents heard about the Scheme from a friend,
family or neighbour. Figure 6 shows extracts from just a
few of the many letters that both Scheme managers
receive each year.

The great majority of Warm Front recipients are pleased with the Scheme

] "Before | had the insulation, the house was always cold during the winter months, especially in the morning. Now the heating
comes on for a short while and the house holds the heat better after it goes off. It is just like someone has wrapped a big wool
blanket around the house. | also noticed that my fuel bills are lower, because | don't need to have the heating on for as long

each day" (Mrs H., County Durham)

] "Thank you for insulation to our home. We have already noticed the bungalow is much warmer! My husband being a semi-

invalid does feel the cold a lot" (Ms M., Buxton)

] "I would like to thank you for replacing my defunct heating with a new system. It is very efficient and has made a tremendous

difference to the quality of my life" (Mrs W., London)

[ ] "As an elderly senior citizen of somewhat limited means, | am highly delighted with all that has happened. Many thanks for
your help in making it all possible. It is a lovely early Christmas present" (Mr T., Hull)

Source: Warm Front Scheme managers

part two




I WARM FRONT: HELPING TO COMBAT FUEL POVERTY

2.3 Following our 1998 report on the previous Scheme, the
Committee of Public Accounts recommended that the
Department should do more to measure the benefits
delivered by the Scheme, in terms of improved energy
efficiency and greater warmth and comfort. In response:

m Information on energy efficiency has
improved. Improvements to energy efficiency are
measured using a Standard Assessment Procedure
(SAP 1998) rating8, and the Scheme managers now
calculate this for all homes receiving a Warm Front
grant. SAP improvements measure the 'potential’
improvements in energy efficiency that could be
made under standard conditions, assuming heating
systems are used effectively and efficiently. For
2001-02 an average SAP improvement of 13 points
was seen and it is estimated that on average
households had the potential to save around
£150 per year as a result of Warm Front measures
after receiving an average grant of £445. In practice
households may take some of the benefit by having
a warmer home rather than saving energy. In
addition, the Scheme managers calculate theoretical
carbon savings as a result of the measures installed
by Warm Front. Although there is no annual target
for carbon savings from the Scheme, in 2001-02 the
measures installed would lead to a potential annual
saving of over 100,000 tonnes of carbon?9,

m Greater warmth and comfort is more difficult to
measure, but is assessed through customer
satisfaction surveys. Both Scheme managers carry
out these surveys regularly, although the Department
does not require this. The Scheme managers use the
information to make improvements to the services
offered and to gauge reaction to the Scheme. A
recent round of surveys showed that 82 per cent of
respondents felt warmer as a result of Warm Front
measures. The customer comments at Figure 6 also

reflect this view.

2.4 At present, the two Scheme managers carry out surveys
at different times, and TXU carry out a greater volume of
surveys than Eaga. The survey questions also vary
between Scheme managers. The surveys could be better
co-ordinated to provide a more comprehensive and
coherent view of the Scheme's benefits. In addition,
White Young Green (the Department's quality assurance
contractors) carry out their own independent customer

satisfaction surveys.

Passport benefits provide a practical
way to determine eligibility

25

2.6

2.7

2.8

A scheme aiming to eliminate fuel poverty should base
grant award decisions on an assessment of whether or
not each applicant is in fuel poverty. This would require,
however, a full assessment of the household income
from all sources as well as the costs of the fuel required
to heat the home to a comfortable level. A decision
could then be made on whether or not the applicant
was in fuel poverty, based on the definition of a fuel
poor household as one which needs to spend more than
ten per cent of its income on fuel costs to heat its home
to an adequate standard of warmth.

In reality, however, such individual assessments are not
practical because of inherent difficulties and costs in
obtaining such detailed and accurate data. Instead the
Department has specified certain ‘passport’ benefits to
act as the proxy indicator, since (in general) they are
awarded to people in the vulnerable groups. Figure 7
shows the passport benefits that entitle people to a
Warm Front grant. The stakeholders we consulted (see
Appendix 4) agreed that some form of passport benefits
system was the best practical option.

There are two major risks in using passport benefits as a
way to determine entitlement for Warm Front. There may
be people in the target group (the vulnerable fuel poor)
who are not receiving any of the passport benefits. There
may also be passport benefit recipients who are not fuel
poor. Figure 8 shows diagrammatically how these risks
might reduce the Scheme's effectiveness.

Early experience and data from the Warm Zone pilot
project (see Figure 9 overleaf) suggest that:

m A third or more of fuel poor households are not
being reached by Warm Front20 largely because they
are not claiming the passport benefits or are not
eligible for them.

m A third or more of those eligible for Warm Front may
not be fuel poor. A key reason for this is that not all
passport benefits are reliable indicators of fuel poverty.

This data should, however, be treated with caution as
they are preliminary data for a limited number of areas
around the country, and based on doorstep surveys
rather than an in-depth analysis of a representative
sample of households. A recent modelling exercise
carried out on behalf of Eaga and some analysis of
actual grant recipients, commissioned by TXU, suggest
that around 60 to 70 per cent of those receiving Warm
Front grants may not be fuel poor.

part two

18 A Standard Assessment Procedure (SAP 1998) gives homes a rating from 1 to 100, with 1 being a house with very poor energy efficiency and 100 being a
highly energy efficient house. Calculations are based on the house type and layout of the property along with the heating and insulation measures present.

- SAP improvements indicate energy efficiency improvements in terms of reduced energy costs for heating and hot water. They indicate the "potential’
improvements that could be made under standard conditions assuming heating systems are used effectively and efficiently.
14 19  The Climate Change programme anticipates that Warm Front will save 0.2 megatonnes of carbon by 2010.
20  Warm Zones found that 35 - 40 per cent of fuel poor are not eligible for Warm Front or priority EEC.
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Passport benefits that determine eligibility for Warm Front

Eligibility rules are directed towards three vulnerable groups.

Households? Disabled3 Over-60s
(with under-16s) (Warm Front plus)

Housing Benefit

Income-based Jobseeker’s Allowance

Disabled Persons Tax Credit

Disability Living Allowance

War Disablement Pension

NOTES

Replaced by Working Tax Credit and Child Tax Credit from April 2003.

Includes those who are pregnant and in receipt of maternity certificate (the "MAT B1").
Includes disabled people of any age.

Must include a disability premium.

Must include Constant Attendance Allowance.

Must include the mobility supplement or Constant Attendance Allowance.

o g, wN e

Source: National Audit Office

H A simple model of good and bad scheme coverage

An effective scheme is one where the majority of those eligible is in the target population.

Low hit High hit
rate rate

part two
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Source: National Audit Office
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n Warm Zones

Warm Zones provides a systematic approach to identifying those in fuel poverty.

Warm Zones is a pilot programme supported by the
government to find more effective ways of tackling

fuel poverty. Warm Zones' task is to establish effective
partnerships to alleviate fuel poverty within the project
areas. It does this through systematic identification and
direction of aid to those in fuel poverty in a defined area.

The programme was launched in February 2001 under
Defra and DTI. An independent evaluation of the Zones is
being undertaken by the Energy Saving Trust with the final
report in autumn 2005.

The five pilot zones (shown on the map opposite) use a
door to door assessment process to identify those in fuel
poverty. The Warm Zones teams then carry out a range of
activities to provide assistance to fuel poor households
predominantly making referrals to Warm Front and
utilising Energy Efficiency Commitment funds.

Source: National Audit Office

_Northumberland

Some fuel poor are not eligible for
the Scheme

2.9 There are a number of reasons why fuel poor

households may not be eligible for Warm Front. A
significant group of these are not eligible because they
are not claiming the benefits to which they are entitled.
Pensioners are particularly unlikely to claim, because of
barriers such as the complexity of the system and a lack
of awareness. Data from our recent report ‘Tackling
pensioner poverty: Encouraging take-up of entitlements’
(HC 37 Session 2002 - 03) suggested that between
one-quarter and one-third of pensioners with
entitlement do not claim Income Support.

2.10 Benefits health checks assist people in understanding

their entitlements to benefits, and hence increase take
up. Both Scheme managers have carried out such health
checks, either as a trial or in other parts of their business,
and found that 20 to 40 per cent of non-claimants across
all age groups were entitled to benefit and thus were
eligible for Warm Front (see Figure 10). Benefits health
checks could therefore be considered for those
applicants apparently ineligible because they are not
currently claiming passport benefits.

10

Benefits health checks

Benefits health checks can help identify those eligible for
Warm Front.

A benefits health check is a discussion with potential benefit
claimants, to establish which benefits they are currently
claiming and whether there are any others for which they
are eligible.

Both Scheme managers have experience of benefits
health checks:

B  Eaga Partnership has a team of 15 staff carrying out
benefits health checks for other schemes, over the
telephone or by post. In general 20 per cent of
households using the service are identified as qualifying
for further benefit and the average unclaimed benefit is
around £25 per week.

B TXU Warm Front's surveying company, National Energy
Services, carried out a benefits health check pilot on
Warm Front customers. This identified that 180 out
of 466 people who completed the check were
underclaiming benefits which would entitle them
to Warm Front or Warm Front plus.

Source: National Audit Office




2.11 Other households may be fuel poor and yet unable to

receive a Warm Front grant because they fall outside the
benefit cut off points. 'Near-benefit' pensioners, those
who have just enough income (for example, through a
private pension) to be ineligible for means-tested
benefits, were often cited by stakeholders we consulted
(Appendix 4). Generally, single pensioners are more
likely to be fuel poor (23 per cent of single pensioners
are fuel poor2l) than pensioner couples (8 per cent of
this group are fuel poor).

2.12 Near-benefit pensioners who are currently unable to

claim Warm Front may be helped by the introduction in
October 2003 of the Pension Credit, which will replace
the Minimum Income Guarantee (the equivalent of
Income Support for pensioners). Pension Credit is
expected to increase significantly the numbers of
pensioners who take up benefit, from the 1.75 million
currently receiving Minimum Income Guarantee to
around 2.8 million on Pension Credit by October 2004.
However, not all these people will be 'extra’ potential
Warm Front recipients, as some will already be claiming
another passport benefit. However, Pension Credit could
bring around 300,000 extra pensioner households into
eligibility for Warm Front, if current Scheme rules apply.

2.13 Similarly, near-benefit non-pensioners may be helped by

the Working Tax Credit, for those in low paid work, or
the Child Tax Credit, for those with children whether
they are in work or not. From April 2003 these two tax
credits replaced the support previously available
through the Working Families' Tax Credit, the Disabled
Person's Tax Credit and the Children's Tax Credit.

2.14 Other fuel poor households are unable to claim Warm

Front grants because they do not fall into one of the
'vulnerable' categories. A key group are fuel poor adults
who are not disabled and under 60 with no children
under 16. In 2001 they made up 17 per cent of all fuel
poor households. Members of this group living in the
private housing sector are unlikely to be reached by the
other main programme for improving household energy
efficiency - the Energy Efficiency Commitment, as
suppliers are tending to work with social housing
providers as this allows them to target the priority group
in large numbers. Moving this group of people out of
fuel poverty will be necessary if the target of eliminating
fuel poverty in all groups by 2016 is to be reached.

WARM FRONT: HELPING TO COMBAT FUEL POVERTY S

Some passport benefits recipients
are not fuel poor

2.15 Most passport benefits determining eligibility for Warm
Front are means-tested and are designed either to
increase low incomes (e.g. Income Support, Job Seeker’s
Allowance), or to provide help for low-income groups
with specific expenses (e.g. Housing Benefit, Council
Tax Benefit). Since detailed means tests are carried out
before these benefits are awarded, they act as a strong
indicator of relative poverty. However, there are two
Warm Front passport benefits that may be less good
indicators of fuel poverty.

2.16 Stakeholders we consulted (see Appendix 4) considered
that Working Families' Tax Credit, when it was in place,
was less likely than other passport benefits to be a good
indicator of fuel poverty. Working Families' Tax Credit
gave extra help to those on middle incomes as well as
low incomes, unlike most of the other passport benefits,
as confirmed by statistics and analysis we obtained from
the Inland Revenue (Figure 11). In the year ended
31st March 2002 around 15 per cent of Warm Front
grants were awarded to households who reported that
they were claiming Working Families’ Tax Credit and
gave no indication of receiving any other Warm Front
passport benefits. In other cases, Working Families' Tax
Credit was claimed alongside other benefits which were
means-tested, thereby providing a better indicator of
poverty and fuel poverty. The average fuel costs22 for a
couple with children were £718 in 2001-02, although
for 20 per cent of families they were nearly £90023, This
means that family income would have to be below
£7,180 (or £9,000 for those with high fuel costs) for the
family to be fuel poor.

Some examples of Working Families' Tax Credit

Working Families' Tax Credit was available to those on
middle incomes.

Case A: A two-parent family, where each parent works
more than 16 hours per week, with three children. Two
of the children are under five years old; their combined
weekly childcare costs are £150. After-school childcare
for the school-age child costs £20 per week. This family
could earn a combined annual gross income of
£37,900 and still receive Working Families' Tax Credit.

Case B: A single-parent family, where the parent works
more than 16 hours per week and has two children
aged under five, with weekly childcare costs of £100.
This family could earn an annual gross income of
£29,600 and still receive Working Families' Tax Credit.

Source: Inland Revenue

o
2
=
I
o
21  English House Condition Survey 2001. -
22 Electricity, gas and other fuels. 17
23 The Office for National Statistics Expenditure and Food Survey 2001-02.



I WARM FRONT: HELPING TO COMBAT FUEL POVERTY

part two

18

2.17 From April 2003 the Working Tax Credit and Child Tax

2.18 Disability

Credit replaced the Working Families' Tax Credit. One of
Warm Front's aims is to focus on families with children.
Child Tax Credit is specifically aimed at such groups but
it is available to those with annual gross household
earnings of up to around £58,000 for 2003-0424. Those
on family incomes of less than £13,230 a year will
receive maximum support. The Department has recently
introduced criteria to the effect that those claiming
Child Tax Credit or Working Tax Credit can only use
these tax credits as passports to Warm Front if their
annual income is below £14,200.

Living Allowance (and Attendance
Allowance, the equivalent for the over-65s), is a passport
benefit for Warm Front and does not involve a means
test. Disability Living Allowance is paid as a
contribution towards the extra costs faced by severely
disabled people as a result of their disabilities. It is not
an income top-up. For 2001-02 around 15 per cent of
Warm Front grants were to households who reported
that they were claiming Disability Living Allowance and
gave no indication of receiving any other Warm Front
passport benefits. Stakeholders we consulted (See
Appendix 4) suggest that receipt of Disability Living
Allowance alone may not be a good indicator of fuel
poverty. The Department for Work and Pensions agreed
that recipients are not necessarily on a low income.

There is limited targeting within
Warm Front to those in greatest need

2.19 In response to our 1998 report on the previous Home

Energy Efficiency Scheme, in March 1998 the
Committee of Public Accounts recommended that the
Department should "consider whether more could be
done to reach those in greatest need, particularly in the
private rented sector and in the poorest households" - at
that time the Scheme was based on a 'first come first
served' basis and all eligible applicants in social
housing received grants. In response the Department
tightened up the eligibility criteria in drawing up the
new Scheme - all recipients must now live in private
dwellings and must receive passport benefits, the
majority of which are means tested. However, the
Scheme still operates on a first come, first served basis:
grants are provided to all applicants that meet the
eligibility criteria.

2.20 As a result, there are limits to the extent of targeting

which is possible within the Scheme as currently
designed either geographically or towards specific
groups of people. The Department does not, on the
whole, require targeting of the Scheme. One group,
however, which has been given some priority on a more
systematic basis are the over 60s. Over 60s are

identified by the Fuel Poverty Strategy as one of the
groups most vulnerable to the effects of fuel poverty and
at that time this group made up 57 per cent of the fuel
poor. In response the Department:

m increased the grant maxima to £2,500 and offered
central heating (under "Warm Front plus') only to the
over 60s; and

m set a target, based on the proportion of those in
fuel poverty who were over 60, to ensure that the
Scheme gave this group sufficient priority - a group
it was thought hardest to reach. For 2001-02 the
target was set at 61 per cent, although in practice
only 49 per cent of grants went to this group.

2.21 Although the Scheme does not officially prioritise any

groups within those eligible, in a few individual cases,
Scheme managers have used their discretion to
ensure works are carried out as quickly as possible
because of the particular circumstances of the
householder (Figure 12).

Cases in which applicants have been given priority

Scheme managers may prioritise some special cases.

B A household was referred in November 2002 where a
family's boiler had failed so they were without heating
or hot water. The family had a five month old baby
suffering from a critical lung condition and two other
children under the age of six. The Scheme manager
used his discretion to prioritise this case enabling
the work to be completed in three weeks.

B A couple required a gas replacement boiler in
January 2003. The husband had suffered two heart
attacks and three strokes and his wife had a heart
problem. Installation was prioritised and carried out
within two weeks.

Without prioritisation both these cases would have been
subject to the normal target times for completion of heating
measures which is 120 working days.

Source: Warm Front Scheme managers

Warm Front grants do not match the
distribution of fuel poverty

2.22 The Department sets the Scheme managers annual

targets for the number of households to be assisted in
each of their areas, based on the approximate regional
distribution of fuel poor households. The Scheme
managers assisted 303,000 households in 2001-02
compared to the overall target of 314,000. However,
area targets were not met. The North East and North
West area received nearly 50 per cent more than target,
whilst both the South West and West Midlands area and
the London and South East area fell significantly short of
target (Figure 13).

24

£64,000 if the family has a child under one.



Warm Front grants, by region, compared

to target, 2001-02

Scheme managers are not allocating grants according to their
regional targets.
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Source: National Audit Office

2.23 In addition, rural areas are currently under-represented

in households receiving Warm Front grants. The English
House Condition Survey 2001 suggests that 28 per cent
of fuel poor households live in rural areas2>. The rural
fuel poor are more likely to live in less energy efficient
homes or be off the gas network, leading to 12 per cent
of rural households being fuel poor compared to
eight per cent of urban households.

2.24 There is no analysis of Warm Front recipients using the

English House Condition Survey categories of rural and
urban, but some analysis by Eaga using a different
definition of 'rural'26 suggested that less than five per cent
of grants in Eaga areas went to rural areas in 2001-02
whereas in the Eaga area overall over 10 per cent of
households are in rural areas. Rural areas would
therefore appear to be significantly under-represented.
Although TXU has not carried out the same analysis in
its area, its analysis of the number of Warm Front
applicants off the gas network also suggests that rural
homes are under-represented.

2.25 Warm Front may not be reaching rural fuel poor

households as effectively as it reaches urban ones because
it is harder to identify and generate applications from rural
eligible households. The greater concentrations of fuel
poor households in urban areas are easier to find.

WARM FRONT: HELPING TO COMBAT FUEL POVERTY S

Both Scheme managers have identified the targeting of
rural households as an issue and taken steps such as
developing partnerships with health workers and others
who visit rural households, by advertising in local papers,
and using a promotional bus to visit rural areas. The
Department should play a part in encouraging the take up
of Warm Front in rural areas?” by setting the Scheme
managers targets for rural households.

2.26 An example of a rural area that has been successful in
tackling fuel poverty is Newark and Sherwood District
Council (Figure 14). The Council has received Beacon
Status28 for its work in this field.

Newark and Sherwood

Newark and Sherwood District Council has received Beacon
Status for its fuel poverty work.

Newark and Sherwood District Council has achieved ‘Beacon
Council® status for its efforts to address fuel poverty. Covering a
652km? area of Nottinghamshire, Newark and Sherwood has a
population of 106,000 and 46,000 dwellings. The level of fuel
poverty was estimated at 5,247 households (11.3 per cent) in
2002. The District covers one third of Nottinghamshire and
includes the rural Trent valley and the former mining
communities of the Nottinghamshire rural coalfield.

The Council first began to take action to address fuel poverty
in 1985 and initially focused on council-owned dwellings.
Having reached its targets for these dwellings, it now focuses
on the owner-occupied and private rented sector.

The Council believes that adopting a systematic approach is
the key to their success:

to identify householders at risk of fuel poverty, and at
the same time

to identify the dwellings that are not capable
of delivering affordable energy to a vulnerable
householder.

It believes that its energy performance database, based on
detailed survey forms, is very important, and by 2006 will include
almost all private sector dwellings. The existence of the database
allows the Council to target small geographical areas and certain
house types for particular grants and to effectively monitor and
manage progress of their fuel poverty strategy.

The Council also points to partnership working as essential to
ensuring that resources are maximised; for example, by
developing mixed funding opportunities involving housing,
health and social services. The Council facilitates its partnership
working by providing basic energy awareness training to tenants,
voluntary sector workers, health and social workers, Citizens'
Advice Bureaux, council staff and councillors.

Source: National Audit Office

25  The definition of "rural® used by the English House Condition Survey is made up of the following groups: Rural residential, including the suburban areas g
of villages, traditional villages, and isolated dwellings and small hamlets. bt
26  Defined by OECD as less than 1.5 people per hectare. 3
27  As defined by the English House Condition Survey. =
28  The Beacon Council Scheme was introduced as a result of the government's 1998 White Paper ‘Modernising Local Government: In Touch with the People’.
The aim of the scheme is to identify centres of excellence in local government from which other councils can learn. Fuel poverty is one of the themes for 19

which this status can be awarded.



Maximising improvements
to energy efficiency

3.1 This Part looks at whether the impact of Warm Front is
being maximised by the insulation and heating

consideration when allocating grants and thus the
Scheme is not targeted towards the least energy efficient

measures being offered to households. Ideally the
impact of the Scheme would be measured in terms of
the reduction in fuel poverty achieved. The Department,
however, does not assess the impact of Warm Front in
this way and so instead we have used improvements in
the energy efficiency of recipients' homes as a proxy for
the likely impact of the Scheme in moving households
out of fuel poverty.

homes where its impact would be greatest. Finally we
found that delays in the installation of insulation and
heating measures are still a problem for the Scheme
although some improvements have been seen over
the past year.

A wider range of measures is
offered under Warm Front

3.3 Warm Front provides a wider range of measures than the

3.2 We found that the range of measures offered is an
improvement on the previous Scheme, although in

some instances the Scheme rules do not lead to the most
energy efficient solutions and for some homes Warm
Front cannot provide an effective solution. We also
found that in many cases households see very little
improvement to the energy efficiency of their home in
part because less effective options are still being offered
under the Scheme. In addition we found that the impact
of Warm Front is not being maximised because the
current energy efficiency of the home is not a

previous Scheme, and higher grant maxima to
accommodate more expensive measures such as central
heating systems. The new range of measures was
developed in conjunction with the Building Research
Establishment to maximise the reductions in heating and
fuel costs and improvements in warmth for the money
available. Figure 15 shows the main measures offered,
together with the numbers and cost of measures
installed in 2001-02.

iis) Core measures provided by Warm Front - number and cost in 2001-02

A number of more expensive measures are now possible under the Warm Front Scheme.

Measures  Numbers installed 2001-02

Gas central heating [l 36.620

Typical cost range

£1,100 - £1,800

Electric heating M 5,150 £950 - £1,400
Cavity wall insulation NN 99,350 £180 - £320
Loft insulation NN 94,500 £180 - £260

Boiler replacement and heating repairs B 17,470

Varies depending on nature of
repair/replacement

Draught proofing NG 143,740 £80 - £120 ®

()

Hot water jacket [N 32,500 £10 - £12 =

3

2 x Energy efficient light bulbs [ RGN 303,000 £10 e

Source: National Audit Office 21
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3.4

This wider range of measures adds to the Scheme’s
effectiveness in improving energy efficiency and
alleviating fuel poverty. The Scheme's approach is to
install all the measures that can be afforded within the
grant maxima, where they do not already exist. In many
cases this approach works well but, as set out in the
sections which follow, there are situations when the
Scheme is not sufficiently flexible to cater for homes that
are 'hard to treat'2 or where it leads to unsuitable or
less than ideal choices.

The full package of measures
Is not always possible within
the grant maximum

35

3.6

3.7

In some homes the grant maxima cannot provide all the
measures needed for an effective response to fuel
poverty. For example, a householder having to choose
between central heating and insulation to stay within
the grant maximum would normally select central
heating even though this may be expensive to run in an
uninsulated house. The measures required exceeded the
grant maxima in around three per cent of cases in
2001-02, although this figure will probably be greater
than three per cent as it does not include those who
opted not to have the full package of measures because
of the financial contribution required from them.

Greater flexibility has been provided by the availability
of additional funds from measures traded under the
Energy Efficiency Commitment (Figure 16). Scheme
managers have used such funds to supplement Warm
Front grants and provide measures/enabling works not
available under Warm Front or which were unaffordable
within the grant maxima.

In the year 2001-02, £3.75 million was made available
through trading with the Energy Efficiency Standards of
Performance (EESoP)30 but this amount is expected to
have more than doubled in 2002-03. The key measures
reallocated to suppliers under the Energy Efficiency
Standards of Performance in 2001-02 were cavity wall
insulation, loft insulation, hot water tank insulation and
energy efficient light bulbs. With the informal
agreement of the Department, Scheme managers use the
additional funds to pay for works and measures which
may be outside the constraints of the Scheme rules, such
as fitting loft hatches, but which increase the flexibility
of what can be provided. For some households
in greatest need this integrated approach is likely
to be more effective in addressing fuel poverty
(see Figure 17). Such arrangements are expected to
grow, however, the Department and Ofgem are still
discussing how they should be formalised.

The Energy Efficiency Commitment

Funds from energy suppliers under the Energy Efficiency
Committment increase Warm Front’s impact.

B The Energy Efficiency Commitment began on
1st April 2002 and runs until 31st March 2005.
It is a government scheme, administered by Ofgem,
which sets each energy supplier (both gas and
electricity) a target to save energy based on the
number of domestic customers they supply.

B The Commitment has an environmental focus, providing
carbon savings under the Climate Change programme,
as well as a social aim, with at least half of the energy
savings targeted at the "priority group' - households that
receive income related benefits or tax credits.

m  Ofgem anticipate that suppliers will deliver the majority
of priority work in partnership with local authorities and
registered social landlords as it was assumed by the
Department that suppliers would be able to obtain
additional funds for measures installed in social housing.

B The Commitment can cover a wide range of energy
saving measures (for example energy efficient
appliances) because its principal aim is to maximise
energy savings and not reduce fuel poverty - around
two-thirds of the savings gained are through the
provision of insulation measures. Those forms of
insulation that give the highest energy savings, namely
cavity wall and loft insulation, are most common.
Suppliers choose what measures they offer and how
they market their schemes, and they face heavy
penalties if targets are not met.

W The energy companies are able to "buy back’
measures provided originally under Warm Front, by
providing funds for these measures to the Scheme
managers, and to count the energy savings towards
their targets. The Scheme managers in turn use these
funds to provide extra or more flexible assistance to
Warm Front recipients.

Source: National Audit Office

The range of measures offered
Is not well suited to some fuel
poor households

3.8 Households with ‘hard to treat" homes have more

limited options under the Warm Front Scheme. The most
common reasons why homes are 'hard to treat’ is that
they are not on the gas network, an estimated
25 per cent of the fuel poor, or that they are without a
cavity in their outside walls (44 per cent of fuel poor
homes in England). In such cases the measures needed
to lift the household out of fuel poverty may be outside
the scope of the Scheme or may be more expensive and
so above the grant maxima. Unless such homes are
addressed the target to eradicate fuel poverty by 2016,
and within vulnerable groups by 2010 as far as
reasonably practicable, is unlikely to be met.

29
30

'Hard to treat' is the term generally accepted for those homes where one or more widely-offered energy efficiency or heating measures cannot be installed.

Changed to the Energy Efficiency Commitment from 1st April 2002.



3.9 The Fuel Poverty Strategy proposed two trials of new

technologies to assist such homes:

m a£5 million pilot to test a range of renewable energy
and related technologies for homes off the gas
network, which should begin later in 2003; and

m a pilot testing the suitability of micro-Combined
Heat and Power (CHP) technology to provide both
the heating and electrical power needs of a
household, which has not yet begun.

3.10 Gas central heating provides a very energy efficient

means of heating. The only comprehensive heating
alternative offered under Warm Front for those off the
gas network is electric storage heating. However, even
in a typical fully insulated semi-detached house the
annual running cost (heat and hot water) with electric
storage heating would be over £600 compared to gas
central heating costs of £400. For homes within the gas
supply area but not connected to it, connection to the
gas supply and installation of a gas-condensing boiler
with loft and tank insulation3! may be the most cost
effective option. Under the current Scheme rules,
however, the only gas connection covered by Warm
Front is the basic connection charge for properties
within 23 metres of an existing gas line. This basic
connection will cost between £200 and £400, reducing
the funds available for installing central heating and
insulation measures. In some cases, therefore, a full
solution may not be possible within the grant maxima.

3.11 For those households within 2 kilometres of the nearest

gas mains the average cost per household of extending
the network is £82432 but this type of connection does
not attract Warm Front assistance. Another option
outside of the Scheme is oil central heating which,
whilst more prone to price fluctuations, has running
costs similar to gas central heating. The initial
installation costs, however, of oil central heating are
greater, at around £2,50033, than those for gas central
heating which typically costs around £1,600.

3.12 Warm Front Scheme rules provide only for ‘like-for-like'

replacement of non-operational heating systems and
boilers. For example, an old and inefficient boiler
which works intermittently cannot be replaced.
Similarly, a defunct boiler can only be replaced with a
similar model and not necessarily the most energy
efficient one. This means that the most energy efficient
option can not always be pursued (Figure 17) unless
additional assistance can be obtained under the Energy
Efficiency Commitment.

WARM FRONT: HELPING TO COMBAT FUEL POVERTY

ulydl Cases not well served by measures available under
Warm Front alone

The Scheme rules do not always lead to the best solutions.

B A property needed a replacement boiler. Under the
Scheme rules this replacement could only be a basic
boiler of the same kind. As the property was a three
storey listed building with a condemned flue a
replacement flue was required, for which the
scaffolding costs alone came to £2,500. However,
to install a combination boiler would only cost
£1,500 and not require a new flue. A combination
boiler was installed giving greater energy efficiency
gains at a reduced cost, but this had to be funded by
money from measures previously traded under the
Energy Efficiency Commitment because a more
modern boiler was outside the Warm Front rules.

B A Warm Front applicant required a replacement for
a warm air heating system. Under the like-for-like
replacement required by the Scheme rules a
replacement system would cost at least £2,200.

It would not, however, have been as energy efficient
or as warm as a gas central heating system costing
£2,000. In addition, the children in the household
had an asthma condition exacerbated by warm air
systems. Money from measures previously traded
under the Energy Efficiency Commitment was used
to provide gas central heating.

B A customer applied for a boiler repair. The boiler
had not been working when the original survey was
undertaken, but was working at the time of the
technical survey. Scheme rules do not allow for
repairs to be carried out on equipment that works
intermittently and so the boiler could not be
replaced or repaired with Warm Front funds.

Source: National Audit Office

Some measures make little
difference to the energy
efficiency of the home

3.13Warm Front has the potential to make significant
improvements in the energy efficiency of homes - the
average improvement for households assisted in
2001-02 was just over 13 SAP points (for an explanation
of SAP please see paragraph 2.3). Some homes see a
dramatic rise in energy efficiency but around 20 per cent
of grants result in little or no improvement in the energy
efficiency of homes (zero or one SAP point) and over
50 per cent of grants lead to an improvement of 10 or
fewer SAP points (Figure 18 overleaf).

31

32
33

A paper entitled ‘Hard to Heat Homes" produced for the Fuel Poverty Advisory Group by Transco, the Department of Trade and Industry, National Energy

Services, and the Energy Efficiency Partnership for Homes, December 2002.

Ibid.

A report by National Energy Services for the Welsh Assembly entitled 'Alternative Measures for HEES', April 2002.
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Energy efficiency improvements from Warm Front in 2001-02

50 per cent of households have their SAP improved by 10 points or less.
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3.14 In particular, grants which result only in the provision of

two energy efficient light bulbs, around eight per cent of
all grants in 2001-02, have no effect on the SAP rating34,
and will generate an annual saving of just
£10. This minimal and low cost response may be
appropriate in some cases because the households are
not fuel poor even though they are eligible. The light
bulbs, although making little difference to the energy
efficiency of the home, are relatively cost effective,
costing around the same to install as the savings that will
be generated in a year. In some cases, though, assistance
is restricted to two light bulbs because the home is
already energy efficient or because the requisite
measures are not available under Warm Front. All
homes, however, will receive energy efficiency advice
from the surveyor.

3.15 Draught proofing is less cost effective than energy

efficient light bulbs, has a negligible effect on SAP
rating, and a low energy saving. Draught proofing was
installed in 47 per cent of all households assisted in
2001-02 and was the only measure35 installed in
12 per cent of households assisted. Data from both the
Building Research Establishment and the Scheme
managers shows that draught proofing will, at best,

improve SAP ratings by one point. Installing draught
proofing costs at least £80 per house and yet will lead to
a maximum annual saving of only £16. Draught
proofing, however, has a positive impact on the comfort
of recipients and is therefore a very popular measure.

3.16 Grants which result in just two light bulbs or draught

proofing make up 20 per cent of all jobs. In 2001-02
these jobs cost around £14 million in grants (9 per cent
of the total grants expenditure for the year). This sum
could have provided around 40,000 more homes with
cavity wall insulation or over 50,000 with loft
insulation, either of which improve SAP ratings by over
5 points and can lead to annual household savings of
over £100. In 1998, the Committee of Public Accounts
found it surprising that more had not been done to
promote those measures which are most energy
efficient. The introduction of heating measures to the
Scheme has led to potential choices between heating
and insulation measures. The Scheme ultimately lets the
householder decide on the package of measures and is
not designed in a way that prioritises the more effective
measures which can achieve the greatest energy
efficiency and fuel cost savings for households.

34
35

SAP is calculated based only on water and space heating.
In addition to energy efficient light bulbs.



Warm Front does not consider the
energy efficiency of the home when
deciding eligibility

3.17 In general, there is a relationship between energy

efficiency and fuel poverty. Over 45 per cent of
households living in homes with a SAP rating of less than
20 are fuel poor, compared to less than 3 per cent of those
in homes with a SAP rating of 50 and above. The Fuel
Poverty Strategy states that "the (Warm Front) Scheme is
designed to carry out works according to the standard of
the property - if the home is already energy efficient then
little if any improvements would be offered".

3.18 The Scheme rules mean that a householder will be

offered all measures that fall within the grant maxima,
unless they are already installed, regardless of the
current energy efficiency of the home. In line with the
Strategy's expectation many energy efficient homes tend
to receive less assistance because they already have the
full range of measures: for example they may receive
just two energy efficient light bulbs. Figure 19 shows
that the least energy efficient homes generally received
higher average grants because these homes are where
most improvements can be made.

3.19 Some homes, however, receive significant (and costly)

assistance even though they are already energy efficient.
In 2001-02 around 13 per cent of homes assisted had a
SAP rating of over 6036 at the point of survey. Of these
homes nearly 30 per cent received cavity wall insulation
and a similar number received loft insulation each of
which cost at least £180. In addition 5 per cent of
homes with a SAP rating of 60 or more received a new
central heating system costing in excess of £1,000 each.
In total over £8 million was spent in homes with a
starting SAP rating of over 60.

3.20 The funds available under Warm Front would achieve

most if focused on those homes with a low SAP rating.
There is, however, currently no formal mechanism for
directing funds towards these homes. Figure 20 overleaf
shows that the energy efficiency profile of homes
receiving assistance in 2001-02 was not very
different from the population at large. The Scheme
has been successful at reaching those homes with the
lowest energy efficiency (a SAP rating of 20 or less),
however, 86 per cent of grants went to homes with a
SAP rating of over 20.
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Average grant size by SAP banding

Higher grants went to those homes with lower SAP ratings.
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Source: National Audit Office

3.21 This failure to target or reach homes with lower SAP

ratings has an impact on the benefits to be obtained
from the Scheme. Energy cost savings are greatest in
homes with a low SAP: the SAP scale is logarithmic and
the potential financial effect of a given SAP
improvement is greater in dwellings that start with a low
SAP rating than those that start with a higher SAP rating.
For example, an improvement in 5 SAP points from
10 to 15 would result in a reduction of notional heating
costs per square metre of approximately £1.25 per year
whereas a SAP increase from 35 to 40 would result in a
reduction of £0.70 per square metre per year. In
2001-02 the SAP gains from Warm Front in the least
energy efficient homes (those with a SAP rating of 10 or
less) were on average 32 SAP points compared to an
increase of less than five SAP points in homes which had
a SAP rating of more than 60.

3.22 A number of stakeholders we consulted (see Appendix 4)

thought that consideration of the energy efficiency of the
home as well as the benefit status of the householder
would improve the allocation of grants. In this way,
more grants could be targeted towards households in
the least energy efficient homes, who are more likely to
be fuel poor, and hence who will be more likely to
benefit financially from the measures. If Scheme
managers had additional targets based on achieving a
certain average increase in energy efficiency overall
then this would provide the incentive to find the least
efficient homes as it is here that SAP increases are
easiest to achieve and this would reduce the number of
homes receiving minimal assistance.

36

The English House Condition Survey uses SAP of 60 or more to denote "a reasonable level of energy efficiency™.
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70 How Warm Front recipients’ homes compared to homes in England, 2001-02

Warm Front grants are not sufficiently targeted towards the least energy efficient homes.
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Delays in installing measures are
a problem, despite improvements

3.23 The Department sets Scheme managers target times from
survey to completion of work: 40 working days for
insulation measures and 120 days for heating measures.
In the first 22 months of the new Scheme - to
March 2002 - half of all heating jobs and two-thirds of
insulation jobs took longer than the target days. These
delays were caused by a lack of installers to carry out the
work and the high demand for Warm Front grants: and in
the case of privately rented homes because of the delay
caused by awaiting landlord's permission for works to
proceed. A number of key stakeholders we consulted
(see Appendix 4) highlighted delays as an issue.

3.24 The Department and the Scheme managers have employed
a number of methods to reduce delays including:

m Training 485 central heating engineers through the
Gas and Water Industry Training Organisation
scheme, to boost the numbers able to carry out
Warm Front work. Of these, 370 are already in
employment, working on Warm Front.

m Smoothing the demand for Warm Front throughout
the year, by carrying out marketing campaigns for
the summer months, to reduce the surge in
applications in winter.

m Employing extra contractors to carry out work at
peak times, and increasing the number of installers
approved to carry out work under Warm Front, and
smoothing the flow of work to installers throughout
the year.

m Improving Scheme managers’ IT systems, which has
speeded up the flow of work.

3.25 Figure 21 shows that over the last 15 months there has
not been any sustained improvement in the percentage
of either insulation or heating jobs within target times,
although there has been some reduction in the delays
experienced for insulation jobs since the start of the
Scheme. The methods listed above have therefore not
yet had a significant impact.
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2kl Numbers of insulation and heating jobs exceeding 3.26 Some delay may occur because demand for the Scheme
target completion times outstrips the level of supply possible with the current
level of funding. The level of demand can mean that at

Over half of all jobs exceed target completion times. any one time there can be on average 13 weeks work

awaiting installation of insulation measures and on

average 17 weeks of work awaiting installation of
heating measures37. Therefore some jobs may exceed
the target times due, in part, to this build up of work.
Both Scheme managers seek to manage grant
applicants' expectations in this respect whilst also taking

2002-03 1st 52.3 58.6 the steps detailed in paragraph 3.24 to tackle supply
2nd 49.2 65.6 side issues and so minimise delays as far as possible. It
3rd 51.8 52.6 is likely, therefore, that some delays may be unavoidable

in the long-term.

*  Target times are 120 and 40 working days for heating and
insulation respectively, taken from survey date to
completion of work.

Source: Warm Front Scheme managers
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4.1 The Fuel Poverty Strategy launched in November 2001

aims to eliminate fuel poverty by 2016, and as an
interim step to eliminate it within vulnerable groups by
2010. Warm Front is a key component of the Strategy.
The Strategy expects 2 million households to benefit
from Warm Front by 2010. The Strategy's aims are
supported by a set of targets:

m The Strategy set a target that "800,000 vulnerable
households would be assisted through the Scheme
by 2004". The assessment period for this target
began with the launch of the new Home Energy
Efficiency Scheme in June 2000.

m The Department has complemented this target with
a Public Service Agreement (PSA) target "to reduce
fuel poverty among vulnerable households by
improving the energy efficiency of 600,000 homes
between 2001 and 2004".

This section explores the usefulness of these targets as a
reporting tool and the accuracy of the reporting towards
them. Our key findings are that the targets are not
meaningful indicators of the impact of the Warm Front
Scheme, and that the Scheme may make less of a
contribution towards the elimination of vulnerable fuel
poor by 2010 than required.

The Scheme is on target, but
measurement of its impact
could be improved

The Department is on track to meet its targets

4.2 The Strategy set a target that 800,000 vulnerable

households would be assisted through the Scheme
by 2004. In the first 28 months of the Scheme, from
June 2000 until September 2002, the Scheme assisted
480,000 households38. To meet the overall target
therefore 320,000 households need to be assisted in the
remaining 18 months of the target period. If the Scheme
continues to assist households at a similar rate to that
already achieved, the target should be met.

Targets and indicators
of success

4.3 The PSA target is to reduce fuel poverty among
vulnerable households by improving the energy
efficiency of 600,000 homes between April 2001 and
March 2004. Households count as having been
‘assisted’ in some way by receiving a grant. The Scheme
assisted 303,000 homes in the year to 31st March 2002.
Totals of 230,000 and 200,000 are forecast for 2002-03
and 2003-04 respectively. On the basis of these figures
the target should be achieved.

But the targets are not good measures of
Warm Front's contribution to the Strategy

4.4 The performance target of the number of households
assisted is not, however, a meaningful or reliable
indicator of the contribution made by Warm Front to the
Strategy's aims. In particular the Scheme's direct
contribution to the Strategy cannot be determined
because the impact of Warm Front on the fuel poverty of
households is not assessed or measured.

4.5 Framing the target in the Strategy in terms of numbers of
households does not address the reduction of fuel poverty
achieved in vulnerable households by improving the
energy efficiency of their homes. Although the PSA target
refers directly to reducing fuel poverty, and improving
energy efficiency, neither target requires the Department
to measure the impact of Warm Front on fuel poverty.
Further, the targets do not provide an incentive for the
Scheme managers to reach the worst homes or those most
in need but instead aim to maximise the numbers of
homes helped which is most readily achieved by helping
the most accessible households.

4.6 Performance against the targets is measured by including
all households assisted regardless of the impact on the
energy efficiency of their homes. A grant’s impact on the
energy efficiency of the home is measured in terms of the
home’s SAP rating. Around 11 per cent of all households
receiving a Warm Front grant in the year ended
31st March 2002, however, saw no SAP improvement in
the energy efficiency of their homes. The majority of
these homes received energy efficient light bulbs only,

38

380,000 reported by the Department as assisted from April 2001 until September 2002 and around 100,000 were assisted prior to this in the first

ten months of the Scheme.
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which will result in a potential cost saving of ten pounds
a year. The 11 per cent is also part of a larger number of
62,154 households, 20 per cent of total homes assisted
in 2001-02, who received only energy efficient light
bulbs or draught proofing, which improve energy
efficiency, but by a maximum of one SAP point, a
potential maximum cost saving of £16 a year.

Performance against targets may be overstated

4.7 There is also inconsistency in the reporting of the
number of households assisted each year between the
two Scheme managers. Eaga includes households where
the first main measure has been installed but the job
may not have been completed, whereas TXU includes
only those households where all work has been
completed. In the year ended 31st March 2002 this led
to the inclusion of 33,577 incomplete jobs. In the long
run this overstatement will be less important, because
jobs included in one year should be excluded from the
following year's data. The Department should still meet
their target of 600,000 by 2004. However, more
consistent reporting would give a more meaningful
picture of the assistance that Warm Front is providing
and not just a tally of those homes receiving measures.

4.8 The integration of the Warm Front Scheme with the
Energy Efficiency Commitment may further complicate
determination of the underlying number of households
assisted. As shown in Figure 16, energy companies can
claim the energy savings from certain insulation measures
initially installed under Warm Front, in return for
providing funding to the Warm Front Scheme managers.
The homes and measures transferred in this way are,
however, included in the homes assisted data for both
Warm Front and the Energy Efficiency Commitment.
Currently this practice accounts for only around three per
cent of the total value of Warm Front grants for the year,
but if the scale of such transfers increases the Scheme's
impact could be significantly overstated.

Warm Front may make less of a
contribution to the Strategy than
anticipated or required

4.9 The goal of eliminating fuel poverty for vulnerable
households by 2010 is a challenging one. Improving the
energy efficiency of homes will help bring people out of
fuel poverty, but levels of household income are also
important. As the key method of improving the energy
efficiency of vulnerable fuel poor households in
privately owned homes in England, Warm Front needs
to reach at least 1.8million39 households by 2010.

4.10 Although the Fuel Poverty Strategy expects the

Scheme to assist 2 million households by 2010, around
200,000 households each year, the 2010 goal of
eliminating fuel poverty in vulnerable households may
be unrealistic because:

m To meet the 2010 goal, 90 per cent of Warm Front
grants would need to reach vulnerable fuel poor
households in private homes40. Whilst the
Department appears to be on target in terms of
number assisted, our evidence suggests that as few
as 30 per cent of Warm Front grants are received by
fuel poor households (Part 2).

m Insome cases the measures provided by Warm Front
have a minimal effect on energy efficiency and fuel
poverty, (Part 3) and even those households who
have more substantial measures installed will not
necessarily move out of fuel poverty.

m Currently Warm Front is probably reaching more
accessible fuel poor households. Households in fuel
poverty may become harder to reach as the
programme progresses, for example because they
live in rural areas (Part 2).

m Property owners may refuse to have measures installed
or landlords may not grant permission for their tenants
to have work carried out under the Scheme.

m Finally, changing household circumstances mean that
fuel poverty may never be eliminated. For example,
an assisted household may move out of fuel poverty
but then change property and return to fuel poverty.
Other factors may have an impact, for example a
decline in a household's income levels or an increase
in fuel prices. Thus it may be difficult to eliminate fuel
poverty completely as acknowledged by the fact that
the targets are "as far as reasonably practicable".

4.11 The first annual progress report on the UK Fuel Poverty

Strategy, published in March 2003 does show a sizeable
reduction in the numbers of fuel poor households in
England, from 3.3 million in 1998 to 1.8 million in
2001. In particular it states that for vulnerable groups in
England the numbers have reduced from 2.7 million
households in 1998 to 1.5 million in 2001. The report
points to energy price reductions and increased benefits
as the main reasons for the reductions on the basis that
2001 would be too early to see the impact of Warm
Front on numbers of fuel poor. These figures, however,
are encouraging progress towards the 2010 goal of
eliminating fuel poverty in vulnerable groups.

39  This is the number of vulnerable fuel poor households in the private sector estimated in 1998 and used as the basis for Fuel Poverty Strategy calculations.
In 1998 there were 3.3 million fuel poor households, of which 2.7 million were vulnerable and of those vulnerable households 1.8 million of these were in

private housing.

40  Based on the Strategy estimating that 2 million households will receive a Warm Front grant by 2010 and there being 1.8 million vulnerable fuel poor needing

such assistance when the Strategy was launched.
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Ap p e n d i X 1 Detailed recommendations

Our key recommendations are set out in the Executive Summary. Some additional and specific areas for improvement that
would increase the effectiveness of the Scheme are set out below.

m The Department should consider a wider range of
heating and insulation measures for ‘hard to treat' homes
where the current measures are unlikely to ease fuel
poverty. The Department should also progress quickly

Assessing the impact of Warm Front

m Customer satisfaction surveys are an invaluable source of
information on the Warm Front Scheme. The Department

should make it a requirement for Scheme managers to
do customers satisfaction surveys on a consistent basis -
adopting a common questionnaire and giving guidance
on the volume of customers to be questioned.

The Department should put in place a consistent

the studies into alternative options for these homes.

The Department should review the measures available
under the Scheme and consider more generally whether
more flexibility is needed in the provision/replacement
of heating systems/boilers.

approach to reporting annual results, to be applied by
both Scheme managers. m The Department should monitor delays and the causes

of delays, and seek to reduce them wherever possible

Eligibility for Warm Front within the funds available to the Scheme.

m The Department should look to provide benefits health

checks as part of the Warm Front Scheme, to encourage

benefits take-up to help the Scheme reach more of the
fuel poor.

Targeting grants effectively

m The Department should take action with the Scheme
managers to meet its target to direct around 60 per cent
of grants to the over 60s. It should also formalise the

m To meet its target of eliminating fuel poverty in England arrangements for priority cases on health grounds.

by 2016 the Department should look at ways of
addressing fuel poverty in ‘non vulnerable' groups, for
example those aged under 60, living in private homes,
without children under 16, who are currently outside
the scope of the Warm Front Scheme.

m The Department should direct Scheme managers to
distribute the grants on a basis that matches the
representation of fuel poor households in the areas they
cover. It should give guidance to the Scheme managers
on the proportion of grant recipients in rural areas, to

Measures offered by the Scheme enable this group to be adequately covered.

m The Department should maximise funds brought in from
the Energy Efficiency Commitment to assist those
households that need to receive a package of measures
above the Warm Front grant maxima or enabling works
for current Warm Front measures. However, the
measures funded by suppliers under the Energy
Efficiency Commitment should be reported as such to
ensure the transparency of this arrangement. The
Department should give clear guidance to the Scheme
managers on the way in which these funds can be used.
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Appendix 2

Previous PAC recommendations
and response

In 1998 the National Audit Office published a report (HC556 of 1997-98) on the previous Home Energy Efficiency Scheme.
The Committee of Public Accounts took evidence from the then Department of the Environment, Transport and the Regions
and produced its own report (45th Report of 1997-98, HC613). This Appendix sets out the recommendations made by the
Committee of Public Accounts and the response of the Department and its successors.

Public Accounts Committee recommendations

The Department should consider whether more could be
done to reach those in greatest need, particularly in the
private rented sector and in the poorest households.

NAO findings

Limited targeting has been introduced with the criteria that
around 60 per cent of grants should go to the over 60s.
However, more could be done to meet this target. Generally
the Scheme still operates on a first come first served basis and
does not prioritise those most in need. This point is addressed
in detail in the main body of the report (Part 2).

The Committee found it surprising that more has not
been done to promote those measures which are the most
energy efficient.

A wider range of measures is available under Warm Front
compared to the previous Scheme. However, less efficient
options are still available. The Scheme rules do not always
mean that the most efficient solution is possible. This point is
addressed in detail in the main body of the report (Part 3).

The Department should do more to measure the energy
efficiency and benefits in terms of warmth and comfort
delivered by the Scheme.

The Department now measures the energy efficiency
improvement to each home assisted and customer
satisfaction surveys give an indication of the benefits
received in terms of warmth. This point is addressed in detail
in the main body of the report (Part 2).

We are concerned at the reserves which Eaga have already
accumulated, which appear well in excess of those needed
for Eaga to meet their contractual liabilities and to fund their
diversification strategy.

We are concerned that.no claw-back provisions were made
should Eaga's surplus prove excessive.

The Treasury Minute did not respond to the Committee's
concerns over the reserves accumulated by Eaga prior to
1998. Eaga was restructured in 2000 as a limited partnership
before competing for the Warm Front contract. Surpluses up
to this point had decreased steadily over the previous three
years from £336,000 in 1997-98 to £66,000 in 1999-00.
However, the reserves that had been accumulated prior to
1998 amounted to £3 million in 1997 of which at least half
was unallocated. These unallocated reserves were transferred
to the Eaga Partnership Charitable Trust when Eaga was
restructured in 2000. Eaga Partnership Charitable Trust is an
independent body which funds research related to the
alleviation of fuel poverty and increasing public awareness of
the benefits of energy efficiency.

Surpluses are made under the new contract but are
controlled by a claw-back provision in the contract which
has not yet been utilised because profits have not exceeded
the level set. No-claw back existed prior to 2000.



Public Accounts Committee recommendations
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NAO findings

TXU Warm Front Ltd is a not-for-profit organisation with
surveying and installer management contracted out on a
commercial basis. Any surplus is returned to the Department
or used to install additional measures.

The Committee.look to the Department to take steps to
ensure that there is genuine competition for Eaga when the
contract comes up for renewal in 2001.

A competition for the position of Scheme manager was run
in 1999-00. The competition followed Official Journal of the
European Commission rules and led to the appointment of
Eaga as Scheme manager for three areas and TXU for the
fourth, from a choice of candidates. The Department
anticipates a similar competitive process when the contracts
come up for renewal in 2005.

We are concerned that the Department would have no share
or influence in the distribution of Eaga's assets should they
become wound up.

Eaga is now a private limited employee-owned company.
Assets belong to the company and so would be distributed to
the employees in the event of winding up.

TXU Warm Front Ltd, however, is not-for-profit and any fixed
assets purchased with Warm Front money belong to the
Department. There is no provision for distribution of these
assets in the event of winding up. This will need to be
addressed in any future contract, however, the fixed assets
held by TXU will all be depreciated to zero by 2005.

It is.important that the Scheme should include sufficient
safeguards to ensure that the cost of work done is kept under
proper scrutiny and control, and to ensure that the Scheme
does not operate to the undue advantage of installers.

The Scheme managers have thorough competitive
procedures in place for appointing all installers. They follow
Official Journal of the European Communities (OJEC)
regulations and take both price and quality into
consideration when evaluating tenders. Evaluation is based
on a points system which is applied to all aspects of the
installer's business whether they have worked for Warm Front
before or not. In addition, it is no longer possible to be a
surveyor and an installer under the Scheme.

We are surprised at the degree of variation between different
installers in average costs claimed, sometimes for similar
work in the same areas. We are also concerned that the
Scheme may encourage installers to claim the grant
maximum, regardless of the extent of the work done.

The Scheme managers run their tenders in different ways but
both are subject to open competition.

Eaga appoints installers and the work is allocated on the basis
of the prices bid by installers. Work done is then charged to
the Scheme at the bid prices. Thus price variations still exist,
as a result of the competition route chosen.

TXU harmonise their prices so that all installers, once
appointed, operate at the same price.

Installers’ claims must match work orders placed by
independent surveyors, and thus only work completed can
be claimed for.

If the installer considers that the services required differ from
that shown in the works order then a variation order in
writing must be obtained from the Scheme manager, prior to
works being funded.
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Public Accounts Committee recommendations

The Department and Eaga should.introduce more

competition between installers..., give price greater
prominence in the appointment of installers, and allow price
to be a key factor in allocating funds and work to installers.

NAO findings

Competition between installers is now in place and price is
the key factor in the allocation of work by Eaga. TXU have
harmonised prices based on tender bids received - bids
above these prices are rejected.

The Department should also investigate claims by local
authorities that they can get work done more cheaply than
under the Scheme, by use of local competitive tendering.

The Department considers that competitive tendering in the
appointment of installers should ensure that those able to do
the work most cheaply (whilst operating to the quality standards
expected by the Scheme) are employed on the Scheme.

The Department are now taking action to clarify Eaga's legal
powers to challenge or amend unreasonable claims. If
uncertainty still remains, the Department should seek to
clarify such powers and responsibilities by means of revisions
to the governing Statutory Instrument and Eaga's contract.

A framework agreement exists between each installer and
the Scheme manager. The agreement is between the
Scheme manager and installer, not between the householder
and installer as previously. Through this Eaga can now
challenge unreasonable claims and require contractors to
amend work that is of unsatisfactory quality or require them
to pay a financial penalty. Installers can also be removed
through provisions in this agreement. Claims without
matching work orders or for which the customer has not
signed for are not paid.
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Ap pen dIX 3 vetrodoion

We examined two issues:

m Is Warm Front reaching the vulnerable fuel poor?

m Are the most cost-effective energy saving measures
being deployed?

Our overall focus was on Warm Front's effectiveness,
reflecting the importance attached to effectiveness in the new
Scheme introduced in June 2000. We did not examine the
Fuel Poverty Strategy as a whole, but limited our examination
to the Scheme’s contribution to the Strategy.

Our examination focused on the Warm Front Scheme in
England. Warm Front Schemes also operate in Wales,
Scotland and Northern Ireland, with different eligibility
criteria and different ranges of available measures. We
gathered background information about these, but focused
our detailed primary research on the England Scheme.
Quantitative information in this report relates to England
except where otherwise stated. We expect that our findings
may be of interest to the schemes in the other parts of the UK,
but they are not intended to apply directly to them.

As part of our work, we followed up the issues raised in the
1998 Treasury Minute resulting from the Committee of Public
Accounts report on the first Home Energy Efficiency Scheme
(which preceded Warm Front). Our findings related to this are
in Appendix 2.

In undertaking the examination, we:

m interviewed senior staff from the Department for
Environment, Food and Rural Affairs;

m worked closely with the consultant carrying out the
Department's own review of Warm Front;

m interviewed a range of key staff of the Scheme managers
(Eaga Partnership and TXU Warm Front Ltd) and their
sub-contractors (e.g. National Energy Services);

m observed the operation of one of the Scheme
manager’s call-centres and attended a meeting of its
referral team;

m gathered and analysed quantitative data from the
Scheme managers on their operations;

m interviewed White Young Green, the quality
assurance firm employed by the Department to audit
the Scheme managers' operations;

m accompanied Warm Front property surveyors on a
range of survey visits in the Birmingham, Newark,
Portsmouth and Medway areas;

m gathered and analysed information from the
Building Research Establishment on the energy
efficiency of the measures supplied by Warm Front;

m held two focus groups in Birmingham and Newark,
with participation by a range of stakeholders
(including the local authorities, voluntary sector
groups, residents’ associations, the Scheme
managers' local representatives and the local Energy
Efficiency Advice Centres), to discuss the Scheme's
effectiveness at a local level;

m consulted a range of third parties on their views of
the Warm Front Scheme, including the Fuel Poverty
Advisory Group, the Energy Saving Trust, National
Energy Action (NEA), the Home Energy Conservation
Act Forum (which represents local authority officers
responsible for implementing the Home Energy
Conservation Act), Age Concern, the managers of the
Warm Zones initiative and Tom Sefton of the London
School of Economics (a fuel poverty expert);

m consulted energy suppliers, Transco and the Energy
Efficiency Partnership insulation industry strategy
group (as representatives of those third parties with a
commercial interest in Warm Front), and the
electricity and gas market regulator Ofgem; and

m consulted other government departments (the
Department for Work and Pensions and Inland
Revenue) on Warm Front's passport benefits system
and the effects of forthcoming changes to the tax
credits and benefits system.

Details of the various stakeholders' views can be found in
Appendix 4.
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Key stakeholder views

Appendix 4

Key to stakeholder views

M -Scheme managers

R - referrals advisers (employed by Scheme managers)
S - installers/surveyors

LA - local authority

H - healthcare workers

V - voluntary sector workers

E - Energy Efficiency Advice Centres

O - representatives from other schemes (inc Warm Zones)
F - Fuel Poverty Advisory Group

N - national groups (e.g. Energy Saving Trust)

Stakeholders’ overall views of the Scheme

There are differing views on whether Warm Front recipients tend
to reduce their fuel bills, or take the benefit in increased warmth
and comfort, less damp and condensation.

1.1 People who have had M,R, S, LA, H,V, E
Warm Front grants very

much appreciate them
Some Warm Front measures are very noticeable in their effect:

'I've had a few people who have had the cavity wall and they
are really chuffed with it, because you more or less notice the
difference straight away."

The work also helps people to feel more secure and cared for
in their homes:

"This particular lass who 1'm thinking of, she felt very insecure
because she was so poor, suddenly there was someone there
to help her and they took away her insecurity."

1.2 The Scheme's The target encourages the Scheme managers to focus on total LA,H,V,E,F N
target (total number numbers helped, whether or not the households' fuel poverty
of households) status has changed:
is unhelpful 'They can give out millions of energy efficient light bulbs and
meet their targets. The government should understand what
it is they (the government) are trying to do."
1.3 The Scheme needs "It is the (Fuel Poverty Advisory) Group's judgement that an F, N
more resources to increase in current programmes of at least 50% is needed.’
meet its target
1.4 The Scheme should The shifting nature of fuel poverty means that grants are given to LA, E,F, N
be based on an households who then move on elsewhere, but are still fuel poor:
zssessment OI: the "The problem is how you judge if someone is eligible. (Warm Front)
thou?]e as Vr;'el das should do a SAP rating on the house - people drift in and out of
€ housenholder fuel poverty, whereas a house needs to be brought up to standard.’
1.5 Once a household in *You need to maximise your ability to spend in a property, LA,F M, N

need is identified, all (and) do it the first time because you can't go back.’
the work that is
necessary should be

carried out at once

appendix four

"You need information about the person and the house
to get the full picture.’
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1.6 There are serious
delays in carrying
out the work,

especially in winter

WARM FRONT: HELPING TO COMBAT FUEL POVERTY

Stakeholders’ overall views of the Scheme - continued

Demand is seasonal, dropping off during the summer and
increasing in winter, exacerbating delays:

'The industry is running close to capacity for cavity wall and loft
insulation in winter.'

Day-to-day workload management is difficult for the installers
because they do not receive a smooth flow of jobs from the
Scheme managers.

S, LA F

Stakeholders’ views of the Scheme’s ability to reach the fuel poor

2.1 Most people hear
about it through
word-of-mouth

People trust their friends and neighbours more than
marketing materials:

'A significant number of people are functionally illiterate;
leaflets don't always work.*

'Pensioners might feel coy to have strangers in their houses.
They are nervous about people coming into their homes."

"Word of mouth is the best way of building confidence - it is
slower, but more effective."

M, R, S, LA, H,V, E

2.2 There is generally
low awareness of
the Warm Front
Scheme's existence

There is anecdotal survey evidence of 90% no awareness in the
Warm Front target group.

Reaching people in work is harder.

Owner-occupiers may assume that it cannot be for them.

S, LA H,V,E

2.3 Even when people
know about the

Scheme, they may think
'Where's the catch?'

Many people think there is 'no such thing as a free lunch":

'l think one of the biggest barriers, especially for the elderly, is
it's too good to be true - (even) if they do believe it they just do
not pick up that phone."

M, R, S, LA, H,V, E

2.4 Sometimes it is difficult

to find out more

It can be difficult to get through to the Warm Front call centres.

The call centre staff may give varying messages about the Scheme.

LA, H,V, E

2.5 People who do not
take up benefits
are excluded

Many people may not see claiming benefits as worthwhile:

‘It's a two or three-hour form if you know what you are doing
and they are only going to be getting £1 a week. They don't
apply for benefit which maybe they're entitled to.

LA, H,V, E

2.6 Some fuel poor people

are not eligible for
the Scheme

Students and adults with no children are excluded:

"You could have someone that lost their job 10 years ago and
has found it difficult to get re-employment, they are on Income
Support but they are under 60, therefore they are not eligible.’

People in private rented accommodation may be effectively
excluded because they cannot get the landlord'’s permission
for the work.

"Warm Front is not for people in fuel poverty, it's basically for

those on benefits - what does the government want to do with it,

it's unclear?'

LA, H,V, S, E
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Stakeholders’ views of the Scheme’s ability to reach the fuel poor - continued

2.7 Some people who are The means test is a crucial factor: S,LA,H,V,E,O,F, N
not fuel poor claim,
although they could
afford to do the
work themselves '(My neighbour) is loaded and his wife's on Attendance Allowance,

so he got the loft insulation and the light bulbs and some draught
proofing.He could have afforded to do that himself."

'Anybody on a means-tested benefit is OK, but some of the disability
benefits.some of these people could afford to do it themselves.’

"We should direct the scheme to those who are struggling -
perhaps set a family income target as a test of resources."

2.8 Near-benefit pensioners ~ They may have just slightly too much income to qualify for S, LA, H,V,F N
often miss out benefits (and therefore for Warm Front):

'A tiny personal pension can just take them over the limit.'
'A lot of old people won't take up benefits.’

‘There are lots of people who are probably just 50 pence better
off than someone down the road, and yet they don't qualify.’

Stakeholders' views of the impact of the Scheme

3.1 Grants sometimes Clients sometimes have to choose between heating and R,S,LA,H,V,E,O,F N
cannot provide insulation, but heating installation without insulation should
everything that is not be permitted:

needed, because of

the maximum limit People reject insulation because they want to sort out central

heating and they are worried the grant money will not cover both."

It may not be possible to take the householder out of fuel poverty
with the money available. Perhaps average grants (as with Warm
Deal Scotland) rather than grant maxima should be used.

3.2 The range of measures The scheme isn't flexible enough to cope with anything slightly S,LA,H,V,.E,F, N
offered is not well out-of-the-ordinary.
suited to some types of

fuel poor households Warm Front won't repair poorly-functioning (but not completely

broken) existing boilers:

"When the boiler works 'to some degree' and Warm Front go in
and do a small measure in that house.next week that boiler could
break down, they have no heating at all and there is no redress."'

Warm Front does not do fuel swaps but like-for-like refits.
‘Replacing a back boiler with another back boiler is ridiculous.’

Warm Front does not offer oil central heating (a potential solution
for houses off the gas network).

‘New or expanded programmes are needed for hard to treat
homes, especially those without cavity walls and those without
access to mains gas."

appendix four

w
@



WARM FRONT: HELPING TO COMBAT FUEL POVERTY

Stakeholders' views of the impact of the Scheme - continued

3.3 Education on how to The majority of people in this country still don't feel that they S, LAH, V. E
use central heating control the costs of heating in their home. "They see it as
(and follow-up to something that comes through the door in a bill and their
check that it is behaviour or the way they are running their household
being used correctly) doesn't affect it."
IS Important 'They will open the window rather than turn the thermostat down.*
3.4 There are some recurring  'They leave exposed pipes, which looks messy and could LA, H,V,E, N
complaints about central  be dangerous’.
heating installation
3.5 The 'one-off' nature of Past recipients who have had e.g. 4 inches of loft insulation LA, H,V, E
the Scheme may mean would not now have it topped up to 8 inches (current standard).
thaF past grant Referral contacts are therefore reluctant to refer 'borderline’
recipients do not get applicants for fear of losing their ‘one chance’:
the (better) measures pp g ’
now available 'l knew a couple who are both severely disabled and had
a grant for insulation...but now they need heating and they
can't get it because they've already had a grant.’
3.6 A 'fast-track’ or There is no fast-track for referrals in urgent cases: LA,H,V,E,M
S(:irgfit%t;?g;oirsr?]ggded 'l had a case where there was a couple in their 90s and it was
P going to be six months before they got help, so their son sold his
car so he could pay. They had no heating and no hot water -
there should be some way of prioritising."
People who are 'bed-blocking’ in hospital could be sent home if
their home was warm.
3.7 Rural areas receive The work is not spread evenly geographically, funds tend to be LA, H,V, E, FR
disproportionately directed towards the easiest options.
fewer Warm Front "It is lucky that it is harder to get to (rural areas), otherwise we would
grants and have . . \
o . have lots (of potential applicants) and not be able to help them.
specific issues which
need to be addressed Those still entitled to coal may refuse to move off solid fuel because
it is free (for ex-mining families).
'There are hardly any schemes targeting rural areas."
3.8 Integration with other Sometimes the installation of Warm Front measures is not S,LA,H,V,E, O

schemes is not always
effective, but this
is difficult

practically integrated with what else is going on (e.g. rewiring
done by the council):

"We know of properties that Warm Front have put measures into
that the council are going to demolish.*

However, comprehensive integration would be complex
and expensive.
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