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Reason for the Report

To provide the Committee with a Member Briefing Note on the content of the Cabinet
report titled ‘Housing Retrofit — Local Authority Flexible Eligibility for Eco’, which is
due to be presented at the Cabinet meeting on the 17t October. The document
looks to approve and publish a “Statement of Intent” for the Council to use the
Government’s “Local Authority Flexible Eligibility for ECO”, so that fuel poor
households from the Rent Smart Wales Warm Homes Fund project, and potential
future projects of a similar nature, can benefit from additional private sector funding

to improve their homes.
It is anticipated that the report will recommend that Cabinet:

= Approve the Cardiff Council Flexible Eligibility for ECO Statement of Intent; and,

= Authority be delegated to the Director for Planning, Transport & Environment to 1)
make arrangements for discharging the functions under the Statement of Intent
and authorising officers to sign Declarations; and, 2) in consultation with the
Cabinet Member for Clean Streets, Recycling and Environment, make changes to
the Statement of Intent as necessary and to carry out the process for
implementing such changes.

Background

Energy Company Obligation

The Energy Company Obligation (ECO) is a government energy efficiency scheme
that aims to help deliver energy efficiency retrofit measures in domestic properties in



the UK. It is funded through a tax payable by energy companies, which is in turn

raised via customer bills.
The scheme aims to tackle fuel poverty and reduce carbon emissions.

ECO began in April 2013, and over time its various detailed terms and targets have
been amended. The latest policy, ECO3, commenced in December 2018 and is due
to run until March 2022.

A private sector household (owner occupied or private sector rental) qualifies for
ECO funding if they are in receipt of qualifying benefits and where the household
income is below a set cap. ECO funding is obtained from Energy Suppliers direct, or
more often via an intermediary, who organises and oversees the retrofit of the
property. The funding covers a proportion of the cost of the retrofit, which is
dependent upon the measure installed and the energy efficiency of the property prior
to retrofit. The surplus is paid by the property owner (owner occupier or private
sector landlord).

Social housing with an Energy Performance Certificate (EPC) rating of E, F or G
qualifies for ECO funding regardless of the tenants benefits eligibility. Local
Authorities can become involved in this aspect of ECO if their housing stock qualifies
for funding. Cardiff utilises this funding for its housing stock, where applicable, via the

insulation contractor in place.
LA Flex

To encourage wider uptake of ECO funding the government has introduced a
mechanism to allow local authorities to facilitate ECO works under a scheme called
Local Authority Flexible Eligibility for ECO (LA Flex).

The benefits of local authority involvement in LA Flex include:

= More widespread and targeted local marketing of the opportunity for grant funding
to increase uptake;
= The ability to set bespoke, area-specific qualifying criteria beyond the basics set

out above, to cover more households in fuel poverty in the area; and,
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= Developing an approved list of suppliers to achieve better quality control, both of

the customer journey and works undertaken to potentially vulnerable households.

Households qualifying for LA Flex still need to be living in fuel poverty or a household

living on a low income and vulnerable to the effects of living in a cold home.

LA Flex only applies to private sector households (owner occupied or private rental).

Participation in the LA Flex scheme would potentially assist Cardiff households in fuel
poverty, and supports one of the key short term ambitions of the One Planet Cardiff
Strategy which is to seek ways to upscale domestic energy retrofit in the city and

stimulate the economic recovery.

The Council currently retrofits a few hundred homes a year but to fulfil the One
Planet Cardiff Strategy ambition this needs to increase to be thousands; LA Flex
could be one of the mechanisms to help achieve this upscaling of delivery. LA Flex
is aimed at households on low incomes and living in the least energy efficient homes.
In Cardiff approximately a third of households have an income of £20,000 and below,
and approximately 45% of the city’s housing stock is energy inefficient (Energy
Performance Certificate (EPC) band D and below) with 15% being very energy
inefficient properties (EPC band E and below). Extrapolated this could mean that
between 25,000 to 50,000 households in Cardiff potentially qualify for LA Flex
funding.

Statement of Intent

To widen the criteria under LA Flex the local authority needs to approve and publish
a Statement of Intent (SOI) detailing household qualifying criteria and how to access
funding (i.e. detailing the Council’s procured intermediaries / installers if this is the
route taken). Local authorities participating under LA Flex are expected to follow the
published BEIS guidance ‘Energy Company Obligation: ECO3 2018-22 Flexible
Eligibility Guidance’.
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How it Works

A local authority can change the SOl criteria as and when required but needs to
approve and publish each version. A new version of the SOI supersedes all previous

versions.

Once the SOl is published Energy Suppliers or their intermediaries (eg energy
installers) can submit householder details to the local authority to request that a

Declaration be issued if they qualify for potential funding.

The local authority Declaration is a statement in writing that a household is eligible for
support under LA Flex. To issue the Declaration the local authority has to have seen

evidence that demonstrates the household fulfils the qualifying criteria detailed in the

SOl.

Only local authorities can sign and issue Declarations. The SOI must detail a named
officer who will sign and issue these Declarations. The named officer is also
responsible for reporting back to the Department for Business, Energy & Industrial

Strategy on the number and details of Declarations issued.

Meeting the Council’s LA Flex criteria and the issuing of a Declaration does not
guarantee the installation of energy efficiency measures. The final decision will lie
with the Energy Supplier that is providing the funding.

Issues

Resources and quality control

Cardiff has not issued a SOI to date due to resource issues, and concern over the
quality control of retrofit installations. Experience of other local authorities is that the
issuing of the SOI entails a full time resource to manage the process correctly and
effectively. Where schemes have been run without proper resource this has resulted

in issues and complaints from residents, local installers and BEIS.

The SOI can be open to all Energy Suppliers and their intermediaries, which is likely
to result in a high volume of applications for eligibility and resulting Declarations to be

issued. However, local authorities can add in an element of control by undertaking a
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procurement process to contract companies with ECO funding agreements in place
who fulfil quality criteria around the customer journey and retrofit measures installed.
Intermediaries procured via this exercise would then be listed on the Council website
alongside the published SOI so that a clear route to funding is available to both

residents and installers.

A more controlled approach is recommended, both to avoid overwhelming resources
and to ensure quality of installers and resultant works. Additionally it would be
prudent to undertake a pilot LA Flex project prior to committing to a fuller

procurement exercise.

Therefore, it is proposed that the existing Rent Smart Wales Warm Homes Fund
project is utilised as a pilot for LA Flex. This will enable the Council to evaluate the

success and eventual resources required for a wider LA Flex scheme.

LA Flex pilot project

Rent Smart Wales are currently coordinating the Warm Homes Fund project for
private sector housing across Wales. The project aims to install first time central
heating to approx. 275 of the poorest energy performing private rental homes in
Wales. The project will prioritise the most inefficient homes blending a number of
funding sources including ECO, Warm Homes Funding and individual landlord

contributions.

Rent Smart Wales have been through a procurement exercise to engage a project
delivery partner, with the successful company being YES Energy Solutions. YES
Energy Solutions have ECO3 funding contracts with 5 Energy Suppliers, enabling
them to access ECO funding including the LA Flex element for local authority areas
where there is a SOl in place. Utilising LA Flex for eligible properties could help
stretch the project funding further and, for the purposes of the pilot, could rely on

existing resources.

On this basis a SOI has been drafted for the specific and exclusive purposes of
assisting the current Rent Smart Wales project. The qualifying criteria includes both
fuel poverty and health issues. This is based on the BEIS Guidance and has been

agreed as suitable by BEIS. The SOI states that the following can submit
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applications for Declarations: ‘YES Energy Solutions for the Rent Smart Wales Warm
Homes Fund project and companies who have been procured by Cardiff Council for

the purpose of enabling ECO funding for private sector households’.

This would enable LA Flex to be utilised on a pilot basis within the Rent Smart Wales
Warm Homes Fund project for us to assess the likely resources that might be
required to expand to other schemes in the future should the resource issues be
identified. The Rent Smart Wales pilot is limited to only private rental properties and
small numbers within Cardiff as the 275 first time central heating installs are to be
spread across Wales. However, this pilot could be the springboard to something
much larger; as noted previously if LA Flex is opened out to all private tenure
households in Cardiff (owner occupied and private rental) then between 25,000 and

50,000 households in Cardiff could potentially qualify for Declarations.

It is proposed that authority be delegated to the Director for Planning, Transport &
Environment to define and authorise future revisions to the SOI so that this can be a
swift process that reacts to funding opportunities as they arise. The types of revisions
anticipated include amending the household income thresholds annually in line with

inflation, and changing the named officer that signs off the Declarations.

The Energy Company Obligation is due to run until 2029, although ECOS3 ends in
March 2022. Industry anticipates that LA Flex will continue into ECO4, although at

this time Government have not confirmed this.

Financial Implications

The ‘Financial Implications’ contained within the draft Cabinet report explain that:

By utilising the existing Rent Smart Wales Warm Homes project as the basis for a LA
Flex pilot project financial implications can be contained within existing resources.

Results from the pilot project will need to be reviewed to identify if there would be any
further resources requirements, and how these could be funded, from a scaling-up of

the Council’s facilitator role for this initiative.

Legal Implications (including Equality Impact Assessment where appropriate)

The ‘Legal Implications’ contained within the draft Cabinet report explain that:
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If any procurement is undertaken, such procurement will need to be in accordance
with the council’s contract procedure rules and applicable procurement regulations.
With reference to the contract in the report, legal services are instructed that the

contract allows the project referred to.
Way Forward

Members will be asked to note the content of this Member Briefing Note, and decide

if any further scrutiny is required on the matter.

Legal Implications

The Scrutiny Committee is empowered to enquire, consider, review and recommend
but not making policy decisions. As the recommendations in this report are to
consider and review matters there are no direct legal implications. However, legal
implications may arise if and when the matters under review are implemented with or
without any modifications. Any report with recommendations for decision that goes to
the Cabinet/Council will set out any legal implications arising from those
recommendations. All decisions taken by or on behalf of the Council must (a) be
within the legal powers of the Council; (b) comply with any procedural requirement
imposed by law; (c) be within the powers of the body or person exercising powers on
behalf of the Council; (d) be undertaken in accordance with the procedural
requirements imposed by the Council e.g. Scrutiny Procedure Rules; (e) be fully and
properly informed; (f) be properly motivated; (g) be taken having regard to the
Council's fiduciary duty to its taxpayers; and (h) be reasonable and proper in all the

circumstances.

Financial Implications

The Scrutiny Committee is empowered to enquire, consider, review and recommend
but not making policy decisions. As the recommendations in this report are to
consider and review matters there are no direct financial implications at this stage in
relation to any of the work programme. However, financial implications may arise if
and when the matters under review are implemented with or without any

modifications. Any report with recommendations for decision that goes to
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Cabinet/Council will set out any financial implications arising from those

recommendations.

RECOMMENDATIONS

The Committee is recommended to:

(i) Consider the information in this report and the information presented at the
meeting;

(i) Determine whether they would like to make any comments, observations or
recommendations to the Cabinet on this matter; and,

(iii) Decide the way forward for any future scrutiny of the issues discussed.

Davina Fiore
Director of Governance & Legal Services
30t September 2020



