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Section 1: Introduction

The proposals outlined in this paper include two separate measures.

The first proposal is for a scheme which would provide a rate rebate for households that

undertake approved home insulation work, complementing the existing cash-back

scheme which is currently funded through the Energy Efficiency Levy (EEL) Programme.

The other measure is for the first residents of new houses that meet the proposed new

standard for zero carbon. It is proposed that a rates holiday will be provided to such

persons for a period of up to 5 years.

These measures are aimed at supporting the Executive’s commitment to promote

sustainable development. They are a response to a global issue, which was clearly

reflected by views expressed during the 2007 public consultation undertaken as part of

the Executive’s further review of the domestic rating system. Since that time, soaring

energy costs have underlined the need to take early action, particularly in developing

relevant new policies for Northern Ireland. Providing benefits by way of the local taxation

system is one way to influence lifestyles and help contribute to energy conservation.

It is important to note that these proposals are intended to encourage investment in

Northern Ireland’s housing stock to save energy in the long term. The measures are not

being provided as another affordability relief nor to directly tackle fuel poverty; there are

other policies in place with those aims. Therefore means testing is not being put forward

as an option.

The proposed schemes therefore represent a small but significant first step in using the

rating system for this purpose. If successful additional measures may be considered to

further encourage energy saving in homes over the next few years.
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Background

1. The new domestic rating system was introduced following the completion of a review
taken forward under direct rule and implemented in April 2007. The main changes
included a change from the use of historic rental values to capital value as the basis
of valuation and the introduction of a low income rate relief scheme.

The Executive Review of the new Domestic Rating System

2. During the first debate on rating matters in the Assembly, following the restoration of
devolution in May 2007, the then Minister of Finance and Personnel, Peter
Robinson, announced his intention to review the new domestic rating system, with the
intention of helping those most affected by the reforms, including the most
vulnerable ratepayers (and pensioners in particular).

3. The Review was undertaken during the latter half of 2007 and was informed by a
public consultation. The Minister announced the outcomes of the Executive Review to
the Assembly on 27 November 2007. Measures introduced from April 2008 include a
lone pensioner allowance, which provides a 20% rates discount for pensioners aged
70 and over who live alone, and an increase in the savings limit applied under the
means-tested rate relief scheme. Further measures to be taken forward include
increased data sharing powers to assist take up of reliefs, a deferment scheme for
pensioners and finally ‘green rebates’. The first two are already out for consultation
[www.ratingreviewni.gov.uk/] and it is the last issue that is the subject of this
consultation paper.

Outcomes of Executive Review

4. A key theme to emerge from the 2007 consultation was that the rating system should
prompt householders to act in a more environmentally responsible way. In that regard,
the World Wide Fund for Nature (WWF) submitted a proposal suggesting that a rate
rebate should be awarded to households that installed energy efficiency measures in
their homes such as loft and cavity wall insulation. WWF pointed to successful council
tax rebate schemes adopted in some local authority areas in England, which involve
partnership funding with energy providers.

5. In addition, consumer research undertaken by the Energy Saving Trust shows that
council tax rebates (in the rest of the UK/England) could act as a key trigger to
encourage householders to install energy efficiency measures.1

6. The Executive decided to take forward this proposal on the basis that it aligns with
their wider commitment to promote sustainable development.

1 http://www.energysavingtrust.org.uk/uploads/documents/aboutest/fiscalupdate.pdf
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7. In doing so it is recognised that account has to be taken of other existing schemes in
Northern Ireland, and it is important that any green rebate should result in additional
consumer action (i.e. a green rebate should not fund activity that would have
happened anyway). This provides the opportunity for working in partnership with an
energy provider such as Northern Ireland Electricity Energy (NIE Energy) who operate
an Insulation Cash-back Scheme.2

8. The Executive also decided to take forward a proposal to grant an initial rate
exemption (in effect a payment holiday) to new homes that are assessed as zero
carbon. A similar scheme exists throughout the UK, providing stamp duty exemption
for first purchasers of such homes. The rates proposal is seen as a complementary
measure.

This Consultation

9. The purpose of this paper is to seek views from ratepayers and stakeholders on the
proposal of the Executive to introduce new legislation to provide rate rebates to those
carrying out energy efficient improvements to their homes and to the first residents of
new zero carbon homes.

10. This consultation paper was drawn up after meetings with various stakeholders, (both
inside and outside government) including officials representing:

• the Department of Finance and Personnel (DFP);

• the Department of Trade and Investment (DETI);

• the Department of the Environment (DOE);

• the Department for Social Development (DSD);

• the Northern Ireland Housing Executive (NIHE);

as well as organisations such as:

• Northern Ireland Electricity Energy (NIE Energy);

• the Northern Ireland Authority for Utility Regulation (NIAUR);

• the Worldwide Fund for Nature (WWF);

• the Energy Saving Trust Northern Ireland (EST NI);

• Action Renewables; and

• the Royal Institution of Chartered Surveyors (RICS).

11. Although this paper takes into account many of the views expressed at these
meetings, it is not an agreed position paper and the organisations who kindly
assisted us, and provided advice, are free to respond to this paper in the same
manner as any other stakeholder group.

2 The NIE Energy run EEL scheme does not currently offer a cash-back on bills, rather it is given in the form of a cheque.
However, taking account of this the term cash-back is used throughout the remainder of the paper.
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12. Section 1 sets out the background to the green rebates issue in the context of the
rating review. Sections 2 and 3 cover the detail of the policy proposals in relation to
energy efficiency improvements and zero carbon homes respectively.

13. The consultation paper is available on the Review of Rating Policy website at
www.ratingreviewni.gov.uk. The consultation paper may be made available, on
request, in alternative languages and formats.

14. We would welcome your views and comments on the proposals contained within this
policy paper.

15. The consultation period will last until 26 September 2008. Any comments should be
submitted in one of the following ways. Your written responses should be sent to:

Department of Finance and Personnel
Rating Policy Division
Room D12 Rathgael House
Balloo Road
BANGOR
BT19 7NA

16. Or you may wish to fax your comments to 028 9185 8008.

17. As an alternative, we would encourage you to e-mail responses to:
ratingpolicy.cfg@dfpni.gov.uk

18. Should you have any queries, wish to obtain a copy of the consultation paper or
require any further information about this consultation exercise you should contact
Rating Policy Division on 028 9127 7606 or in one of the ways set out above.

19. The Department will publish a summary of responses following the completion of the
consultation process. It is also intended that consultation submissions will be placed
on the Rating Review website. Your response, and all other responses to the
consultation, may be disclosed on request. The Department can only refuse to
disclose information in exceptional circumstances.
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Section 2: Energy Efficient Homes

20. As indicated in the previous section it has been decided to take forward a proposal to
offer rate rebates to those households that carry out energy efficiency improvements
to their properties such as loft and cavity wall insulation.

21. The preferred option for delivery of this rebate is through working in partnership with
NIE Energy by means of their energy efficiency Insulation Cash-back Scheme. Such a
marriage offers the opportunity to re-launch the scheme, hopefully maximising take-up
more effectively than two separately run schemes could achieve.

22. For example, the current administration of the NIE Energy cash-back scheme could be
adapted to offer customers a choice so that they could elect to receive cash-back on
their energy bills or a rate rebate. This would provide the twin benefits of being
customer friendly and using economies of scale. It would also minimise the diversion
of resources from direct funding to customers into administration.

23. The Energy Saving Trust advice centre has already established itself as the first point
of contact for people seeking free impartial advice about saving energy in the home
and they provide advice a referral route as well as advice and information on the
financial support for the installation of physical measures currently available. It is
hoped that this useful service will continue to be provided and that it could provide a
suitable referral or management mechanism for the new schemes proposed in this
paper. This would ensure that the whole process is straightforward for ratepayers who
wish to avail of the new measures.

24. However, before detailing how the scheme might work, you might find it useful to
know how the current NIE Energy cash-back scheme operates.

NIE Energy Cash-back Scheme

25. NIE Energy provide a range of measures to households, and to businesses, to assist
them with becoming more energy efficient. Under one such scheme, NIE Energy offers
cash-back to householders who carry out energy efficiency improvements such as loft
and cavity wall insulation, up to a maximum £300 (£150 cash-back for loft insulation
and £150 cash-back for cavity wall insulation). The cash-back scheme funded by the
EEL programme, is currently being managed by Eaga Plc who report to NIE Energy.3

26. The cash-back scheme is only open to owner occupiers. In addition to the cash-back
measure, those on benefits or low incomes can have the cavity wall or loft insulation
work carried out in their home for free.4

3 EST(NI) monitors the progress of the scheme, which is regulated by the NIAUR (the Regulator).
4 Currently up to a maximum of £1000.
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27. It is worth noting one of the findings of the recent Audit Office report5 on the Warm
Homes scheme administered by DSD. This scheme’s primary purpose is to eradicate
fuel poverty and is targeted at the most vulnerable in society who are in receipt of
certain social security benefits. The report suggests that many households that may
be in fuel poverty are not receiving the grants that are available under the Warm
Homes scheme either because they are not claiming the benefit to which they are
entitled, and which would passport them into the scheme, or because they are just
beyond eligibility for these benefits (the 'working poor'). The proposed energy efficient
homes scheme would help both these categories since it would be non-means tested
and would not rely on the applicant being eligible for any other reliefs or benefits.

28. Around £250k from the total EEL funding of £6million is made available for the cash-
back scheme and this includes the cost of administration. Those receiving assistance
are limited to approximately the first 1000 applicants in any financial year. Currently
the NIE is the only energy provider availing of this fund. However, there are no
guarantees that this will remain the case in the longer term. Other energy suppliers
could enter the market thus creating competition in the future. This is something that
would have to be factored in if a partnership approach is favoured.

29. Another point worthy of note is that, over the years, more and more homes have
become energy efficient through providing loft and/or cavity wall insulation and these
energy efficient homes now represent a relatively high percentage of the housing
stock. That is not to mean that we can be complacent and much more needs to be
done, particularly in ensuring that modern standards of insulation are met. That is,
while many homes will have installed cavity wall or loft insulation, a large number of
these fall well short of the current recommended level. Therefore, further
improvements in energy efficiency levels are still achievable. For example, according
to the 2004 House Condition Survey,6 only 8.3% of homes in the owner occupied
sector in Northern Ireland have more than 150mm of loft insulation. The
recommended level is 270mm.

30. The future of the EEL is being reviewed by the Regulator, who is currently consulting
on the matter. Recommendations are expected to be published later in 2008. This
means that there is no guarantee that the EEL will continue to exist or will remain in
the same format. We will therefore take due account of the outcome of this review as
our consultation progresses and before policy is finalised.

What are the Proposals?

31. Following meetings with NIE, referred to earlier in this paper, they indicated that,
should the EEL scheme still exist in its present or similar form, they would be content
to work in partnership with DFP from April 2010. This is the expected date when the
necessary legislation should be in place, if the proposals are agreed.

5 “Warm Homes Scheme: Tackling Fuel Poverty”, NIAO (2008)
6 NIHE (2004)
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32. It is intended that the proposed rate rebate would be limited to owner occupiers, who
would not be eligible for free installation under the NIE cash back scheme. For those
in the social rented sector, initiatives aimed at improving the energy efficiency of
dwellings are already being carried out. It is also intended to exclude the private
rented sector as there are tax allowances available for landlords in this sector to
carry out similar improvements. A further issue with the tenanted sector is the
question of who would be incentivised to carry out energy efficiency improvements
through a rate rebate since liability may not always rest with the owner.

33. From an operational perspective consideration was given as to how a DFP/NIE Energy
partnership scheme might be managed. What is being proposed is that the current
NIE Energy cash-back scheme application form could be revised to include an option
to elect to receive a rate rebate in place of the cash-back. If a customer elects for
cash-back then nothing changes and the NIE would process the application in
accordance with their current procedures. If a customer elects to receive a rate rebate
instead, then Eaga would notify Land and Property Services, so that the relevant rates
account can be credited for the coming year.7

34. Taking into account that cash-back, due to its immediacy, is likely to be more popular
with the general public than receiving a rates rebate, consideration is being given as
to how the rate rebate option might be made more attractive. For example, one option
might be to offer the rebate at a higher level than the cash-back, say £250 as
opposed to the current cash-back maximum of £150.

35. However, in all of this, a balance has to be achieved. That is, NIE Energy have their
own commitments and targets to meet under the rules of the EEL programme, as
directed by the Regulator. Thus, an alternative option might be to advise customers
that once NIE targets are met for the EEL programme, thereafter only the rate rebate
scheme will be available to remaining eligible customers.

36. Currently NIE carry out inspections on 10% of properties availing of the scheme at a
cost of approximately £50 per inspection. It would therefore be anticipated that DFP
would contribute towards the administration of the scheme, including those costs
associated with inspections as well as the increase in general administrative
expenditure e.g. revised application forms, additional procedures and launch of the
revised scheme.

7 Land and Property Services is the agency within DFP responsible for the billing and collection of rates.
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Issues for Consideration:

What are your views on the proposal to provide a rates rebate for households that carry
out energy efficiency improvements to their properties?

What are your views on the preferred means of delivery for the rate rebate, that is in
partnership with the NIE Energy insulation cash-back scheme?

What are your views on limiting the rate rebate scheme to owner occupying households
only?

What are your views on the option of providing a higher level of rebate than is currently
awarded in terms of the cash-back scheme?
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Section 3: Zero Carbon Homes

37. As indicated in the introductory section it has been decided to take forward the
proposal to grant an initial rate exemption, “a payment holiday”, to the first residents
of new homes that are zero carbon rated. This is seen as a complementary measure
to the UK wide stamp duty exemption granted to purchasers of such homes. However,
unlike the stamp duty scheme the proposal is that this would apply to the first
residents (not merely purchasers) of new zero carbon homes, so as not to exclude
those occupying self build properties and buy to lets. Before providing the detail of
what is being proposed, it would be helpful to explain the details of the UK wide
scheme and the rationale behind it.

Stamp Duty Exemption

38. The Stamp Duty Land Tax (Zero Carbon Homes Relief) Regulations 2007 came into
effect in the whole of the UK on 1 October 2007. The Regulations seek to promote
the UK Government’s goal that all new homes should reach a zero carbon standard by
2016.

39. Zero carbon: According to the Code for Sustainable Homes zero carbon is where net
carbon dioxide emissions resulting from all energy used in the dwelling are zero or
better. A zero carbon home is one that will have all the energy used for heating, hot
water, lighting and appliances on average over a year supplied from renewable
sources. The calculation can take account of contributions from onsite renewable/low
carbon installations.

40. By providing stamp duty land tax exemption for the vast majority of new zero carbon
homes it is intended that this would encourage the development of the technologies
and raise public awareness of the benefits of living in zero carbon homes. It is also
hoped that it will stimulate demand for the technologies, and building techniques,
needed to build zero carbon homes in the UK.

41. The zero carbon home standard will be measured by accredited assessors using the
Government’s Standard Assessment Procedure for the energy rating of dwellings
(SAP). It is approved under regulation 17A of the Building Regulations 2000 SI
(2000/2531) and any further methodology approved specifically for the purposes of
the Regulations. SAP is a comprehensive tool used throughout the UK for calculating
energy costs and carbon emissions of homes, and has been developed by the
Buildings Research Establishment (BRE) on behalf of the Government.

What are the Proposals?

42. The Department’s proposal is to provide an initial exemption from rates, for up to five
years, for the first residents of zero carbon homes. It is intended that this will provide
an encouragement for households to opt for, and indeed demand, zero carbon homes,
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which in turn provides an incentive to property developers to meet the needs of the
market. Given the focus upon encouraging the supply of zero carbon homes it is
proposed that the measure would only apply to first and not subsequent residents of
the property.

43. It is intended that the exemption will not apply to the social rented sector. As
discussed earlier in relation to the rebates related to energy efficiency improvements,
there are already various initiatives being carried out in this sector in terms of energy
efficiency.

44. However, difficulties exist with the current stringent definition being used by the UK
Government of “a zero carbon home”. Evidence suggests that it is proving very
difficult to meet the current criteria with few houses able to comply and so, without
revision, government targets are unlikely to be met.

45. It is recognised therefore that there is a need to consider the development of a
definition of zero carbon homes that could be used consistently across government.
This would ensure public confidence and widespread public benefit. Specific
consideration would also need to be given to near-site renewables and off-site
renewables where on-site generation is not possible due to lack of room on the
particular (house) site in question.

46. The UK Green Building Council's Zero Carbon Task Group have developed a definition
of zero carbon that they hope will make it clearer and easier for home builders to
achieve aspirational green housing standards. WWF is a member of this group and
have contributed to the pre-consultation exercise, as indicated earlier in this paper.

47. It is expected that the report, “The Definition of Zero Carbon”, which has been
recently presented to UK Ministers, will establish the framework to the UK
Government's consultation on the standard definition of zero carbon which is to
commence shortly.

48. DFP will await the outcome of this consultation, which should be published before the
end of the year. It is hoped that this will provide a new definition which would be
suitable for the purposes of the new rates ‘payment holiday’ scheme being proposed
here in Northern Ireland.

49. Another issue that will be considered will be the possibility of introducing ‘tapers’ to
the proposed scheme. By this we mean if a home does not fully meet the definition of
a zero carbon home but nevertheless has a high energy performance rating then
perhaps a reduced payment holiday could be offered on a sliding scale dependent on
the level of energy performance.

50. It is anticipated that the cost of the green rebates would cost less than £1m per
annum. However, this would increase were the zero carbon rebate applied, on a
sliding scale, for high energy performance properties that are not zero carbon rated.
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50. Finally, it would be our intention to consider with the appropriate government
department the possibility of using the stamp duty exemption scheme assessors to
carry out the necessary inspections to assess homes for the purposes of this new
scheme. They could also provide the necessary documentation to Land and Property
Services, who would be responsible for ensuring the first residents received a
‘payment holiday’ for the relevant period.

Issues for Consideration:

What are your views on the proposal to introduce an initial exemption for new zero
carbon homes?

What are your views on providing this initial exemption to the first residents, rather than
first purchaser, of such homes (so that self builds and buy to lets are included)?

What are your views on the Department’s approach to the definition of ‘zero carbon’?
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Section 4: Next Steps
51. When completed, the results of the consultation will be considered by the DFP

Minister and with the Assembly Committee for Finance and Personnel. A report
setting out the main issues raised during the consultation will be made available on
the Rating Review website.

52. Following consideration of these issues, it will be necessary to introduce new powers
in primary legislation. It is hoped that these could come into operation by the end of
2009, with any necessary subordinate legislation being in place by April 2010.
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