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	What is the problem under consideration? Why is government intervention necessary?

We are seeking to reduce carbon emissions attributable to energy use within school buildings in support of the UK's climate change targets. The Children's plan sets out the DCSF ambition to deliver zero carbon schools by 2016 and a task force has been established to determine how this might be achieved.
Intervention is necessary because the market is unlikely to significantly exceed statutory requirements. There now also a major opportunity to improve energy standards for schools within the DCSF's capital programme ahead of planned changes to building regulations.



	What are the policy objectives and the intended effects?

The objective is to gather evidence to support the DCSF's zero carbon task force in developing a roadmap to the delivery of zero carbon new school buildings from 2016. The project is also expected to have applications for refurbishment projects and identify opportunities for teaching and learning about sustainable development.
Budget 2008 announced the government's ambition to deliver zero carbon new  non-domestic buildings from 2019, public sector buildings from 2019. The work of DCSF's task force will inform policy developments in this work area.



	 What policy options have been considered? Please justify any preferred option.

The preferred option is to immediate test measures to reduce carbon emissions by 60% while we determine how to achieve zero carbon schools. Measures to achieve this 60% reduction show a positive financial return over their life.
Other options are to immediately require new school buildings to be zero carbon (which is not affordable and may not be achievable at all school sites), and compliance with minimum energy efficiency standards within building regulations (likely to follow a trajectory so that public sector buildings, including schools, become zero carbon from 2018).



	When will the policy be reviewed to establish the actual costs and benefits and the achievement of the desired effects? 
The zero carbon task force will initially review and report its findings during December 2008 and review during 2009. Further opportunities arise within CSRs and as building regulations are amended.
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	Summary: Analysis & Evidence

	Policy Option:  A
	Description:  Initial call-for-evidence


	COSTS
	ANNUAL COSTS
	Description and scale of key monetised costs by ‘main 
affected groups’ 
Capital investment in low carbon measures (including fees). Cost borne by central govt/local authorities, to increase the value of the construction industry (and supply chains) in all regions.
Total cost not estimated due to timing.


	
	One-off (Transition)
	Yrs
	

	
	£ <228 million p.a
	5
	

	
	Average Annual Cost
(excluding one-off)
	

	
	£ 180 million
	
	Total Cost (PV)
	£  Not estimated

	
	Other key non-monetised costs by ‘main affected groups’ 
Research and development required for low carbon building technologies and market skills, affecting central government, further/higher education and the construction sector.
 


	BENEFITS
	ANNUAL BENEFITS
	Description and scale of key monetised benefits by ‘main 
affected groups’ 
Energy savings accrued by schools at current fuel prices, and an evaluation of the value of carbon savings to society.
Total benefit not estimated due to timing.


	
	One-off
	Yrs
	

	
	£ 327 million
	5
	

	
	Average Annual Benefit
(excluding one-off)
	

	
	£ 320 million
	
	Total Benefit (PV)
	£ Not estimated

	
	Other key non-monetised benefits by ‘main affected groups’         

Contribution towards meeting UK targets for greenhouse gas emissions.
Opportunities for teaching and learning about sustainability and climate change.
 


	Key Assumptions/Sensitivities/Risks 
Assumptions: energy prices increase by 2% pa in real terms over the life of buildings

Risks: that schools' energy demand increases significantly



	Price Base
Year 2008
	Time Period
Years    
	Net Benefit Range (NPV)
£ 
	NET BENEFIT (NPV Best estimate)
£ 99 million


	What is the geographic coverage of the policy/option?
	England 

	On what date will the policy be implemented?
	from 2016

	Which organisation(s) will enforce the policy?
	LAs/PFS/DCSF/CLG

	What is the total annual cost of enforcement for these organisations?
	£ nil

	Does enforcement comply with Hampton principles?
	 FORMDROPDOWN 


	Will implementation go beyond minimum EU requirements?
	 FORMDROPDOWN 


	What is the value of the proposed offsetting measure per year?
	£ nil

	What is the value of changes in greenhouse gas emissions?
	£ 90-100 million

	Will the proposal have a significant impact on competition?
	 FORMDROPDOWN 


	Annual cost (£-£) per organisation
(excluding one-off)
	Micro
     
	Small
     
	Medium
     
	Large
     

	Are any of these organisations exempt?
	 FORMDROPDOWN 

	 FORMDROPDOWN 

	N/A
	N/A


	Impact on Admin Burdens Baseline (2005 Prices)
	(Increase - Decrease)

	Increase of
	£      
	Decrease of
	£      
	Net Impact
	£      


	Key:
	Annual costs and benefits: Constant Prices
	
	(Net) Present Value

	Evidence Base (for summary sheets)


[Use this space (with a recommended maximum of 30 pages) to set out the evidence, analysis and detailed narrative from which you have generated your policy options or proposal.  Ensure that the information is organised in such a way as to explain clearly the summary information on the preceding pages of this form.]
This Impact Assessment has been prepared in advance of a Call for Evidence to gather information on how carbon emissions from new school buildings can be reduced. DCSF have established a taskforce to advise on: how to achieve zero carbon schools; whether its achievement by 2016 is realistic; and how to reduce carbon emissions in the intervening period. The information received from this Call for Evidence will inform their first report which is due in December 2008.
Any future policies that are set as a result of Call for Evidence will be examined again, in greater detail when the recommendations of the Task Force are taken forward.
Timing

The annual costs and annual benefits of zero carbon school buildings have been assessed for two stages:
The DCSF's planned capital programme, which will refurbish or replace all secondary schools and 50% of primary schools over fifteen annual waves, will deliver schools affected by these proposals from 2016 for a period of approximately five years. Estimates of annual costs and the benefits (assessed over the first thirty years of each school’s operation) are presented as one-off/transition values in the above summary sheet.
Beyond 2022, it has been assumed that schools will be replaced on a cyclical basis, and that the average life of school building is 60 years. Estimates of annual costs and the benefits for this ongoing replacement (assessed over the first thirty years of each school’s operation) are presented as average values in the above summary sheet.

The ongoing replacement of schools will necessarily take place indefinitely beyond 2022, and so it has not been possible to assess total costs or benefits of delivering zero carbon schools. 
Background

The Stern Review
 reports that there is an overwhelming body of scientific evidence that climate change is already happening: current levels of carbon dioxide have pushed up global temperatures by 0.5°C already. The review suggests that climate change could shrink the global economy by between 5–20 per cent by 2050. 
Whilst exact details about the impacts of climate change on the weather we experience and on society still contain some uncertainties, there is a clear body of economic and scientific evidence that urgent action is needed first to slow the growth in carbon emissions and then reverse it. The UK has a target to reduce carbon emissions by 60 per cent by 2050.
In December 2006, CLG consulted on a timetable for achieving zero carbon housing by 2016. Budget 2008 announced the government's ambition for all new public sector buildings and other non-domestic buildings to be zero from 2018 and 2019 respectively. These are likely to be Implemented and enforced through future revisions to Building Regulations which apply to new buildings (and whenever building works are carried out on existing buildings).
The Children's Plan sets out DCSF's ambition for new school buildings to be zero carbon from 2016 - this two years ahead of CLG's proposed timetable for non-domestic public sector buildings.  This provides an opportunity to take the benefit of reducing carbon emissions from new school buildings within the DCSF's currently planned capital investment programme. Further, evidence gathered from this investment in school buildings to inform future government policy for other types of building. 

Fit with current Government policies

There are a number of policies that currently impact on energy efficiency in non-domestic buildings:
Part L Building Regulations are under review, and these are intended to achieve rapid reductions in emissions from new non-domestic buildings (including schools) over the next 11 years,  and to help drive the development of renewable energy resources at all spatial levels.
European Energy Performance of Buildings Directive (EPBD) sets the requirement that all buildings produce Energy Performance Certificates on construction, sale or rent, and that all public buildings over 1000m2 have and Display Energy Certificates.
The recent PPS on planning and climate change made it clear that all local planning authorities should fully integrate tackling climate change into all planning policies. It requires local planning authorities to seek to incorporate local renewable and low carbon energy into their plans where possible, encourage new development that limits CO2 emissions as far as possible. 
The Government is also consulting on other policies aimed at reducing emissions from non-domestic buildings, for example the Carbon Reduction Commitment (CRC), a cap and trade scheme similar to EU ETS but targeted at the large non-energy-intensive sector, is designed in part to raise awareness of energy efficiency in the sector. 
While the potential impacts of any measures to reduce carbon emissions from school buildings can be identified, it is difficult to separate out the additional impacts from the effects of these other Government measures which do not explicitly target new school buildings. Actual in-use energy demand for school buildings is often different from that calculated, making it even harder to assess the impact of particular proposals. Any possible quantitative and qualitative impacts identified in this consultation impact assessment must therefore be viewed as indicative.
Analysis and Evidence

The analysis within this Impact Assessment are subject to a number of uncertainties. 

The design and construction of zero carbon schools is likely to involve the application of emerging technologies that have uncertain costs and applicability, leading to uncertainties about the costs of possible carbon savings. However, as the markets mature it is likely that costs will fall and greater certainty will be available.

Similarly, it is difficult to determine the benefits of reducing carbon emissions with any precision. The energy market is currently highly unstable and the financial savings through reduced energy use are subject to variations in long term fuel prices. The wider costs of climate change remain uncertain, but in monetising the carbon savings we have attempted to assess the 'social cost of carbon' in line with Government’s accepted practice. 

The overall impact of the policy depends on how the zero carbon standard is achieved, the details of which are yet to be determined. As new evidence emerges about costs and practicalities, and as technologies develop, we can refine our estimates of costs, but for the purposes of this assessment, existing technologies and current costs only have been considered.
Costs

The number of variables (type of development, technology mix, etc.) means that there will be range of costs to achieve zero carbon schools. For the purposes of this assessment we have assume that additional costs of achieving zero carbon is £2 million for secondary and £0.5million for a primary school. This is representative of current costs which are expected to fall in real terms between now and 2016.

Investment plans within the Department's current capital programme will deliver approximately 150 new secondary schools and 60 new primary schools by 2016. These schools will be delivered over a transition period of approximately 5 years as the last waves of BSF are delivered (i.e. £330 million p.a.). Assuming that all schools are then rebuilt on a cyclical basis, and assuming that these schools have a building life of 60 years, then new schools will continue to be constructed after 2021 at a rate of 300 primary and 50 secondary schools per year thereafter (i.e. £250 million p.a.). 
If these 2016 costs are discounted, then at today’s costs they represent investments of £228 million and £180 million respectively.
Benefits

The benefits of these proposals can be broadly categorised into three groups: economic, social, and environmental. A period of 30 years has been used as the basis for the lifetime of benefits for zero carbon schools (although school building swill be expected to have lifecycles of 60 years or more). The replacement/servicing cost of technologies have not been modelled due to the lack of available data.

The main economic benefit is the financial savings for schools from reduced energy. Annual energy costs are currently approaching £50 per pupil. During the transition period (when an estimated 150 new secondary and 60 new primary schools will be completed each year), annual aggregate potential energy cost savings may be as high as £10 million at today's prices.  Implementation thereafter is likely to yield a further cumulative annual reduction of £9.3 million p.a. This has been discounted over the 30 year life of the school building to show a current net benefit of £145 million for measures invested in over the transition period, and £130 million for subsequent years of investment. If it is assumed that fuel prices rise by 2% p.a. in real terms, then the net benefits increase to around £327 million and £300 million respectively.
The social benefits of delivering zero carbon school buildings are wide reaching and include: providing opportunities for teaching and learning about sustainability and climate change; contributing towards meeting UK targets for greenhouse gas emissions; raising awqarenes of climate change amongst local communities; and supporting the development of new low carbon technologies and techniques.
The key environmental benefit of the proposal will be the reduction in carbon dioxide emissions from new school buildings. Currently, a typical secondary school emits around 540 tonnes of CO2 p.a., whilst primary schools emit around 200 tonnes CO2 p.a. Monetising these carbon savings, adopting following Defra's guidance on the use the ‘Shadow Price of Carbon’ in policy appraisal, shows a current benefit of £100 million for measures invested in over the transition period, and £90 million for subsequent years of investment. 

Enforcement

Existing mechanisms (local authority officers, Building Control for Building Regulations Compliance, local authorities, Partnerships for Schools, etc.) will enforce the policy, and its enforcement can be accommodated at marginal additional cost. 

	Specific Impact Tests: Checklist


Use the table below to demonstrate how broadly you have considered the potential impacts of your policy options.  

Ensure that the results of any tests that impact on the cost-benefit analysis are contained within the main evidence base; other results may be annexed.

	Type of testing undertaken 
	Results in Evidence Base?
	Results annexed?

	Competition Assessment
	 FORMDROPDOWN 

	 FORMDROPDOWN 


	Small Firms Impact Test
	 FORMDROPDOWN 

	 FORMDROPDOWN 


	Legal Aid
	 FORMDROPDOWN 

	 FORMDROPDOWN 


	Sustainable Development
	 FORMDROPDOWN 

	 FORMDROPDOWN 


	Carbon Assessment
	 FORMDROPDOWN 

	 FORMDROPDOWN 


	Other Environment
	 FORMDROPDOWN 

	 FORMDROPDOWN 


	Health Impact Assessment
	 FORMDROPDOWN 

	 FORMDROPDOWN 


	Race Equality
	 FORMDROPDOWN 

	 FORMDROPDOWN 


	Disability Equality
	 FORMDROPDOWN 

	 FORMDROPDOWN 


	Gender Equality
	 FORMDROPDOWN 

	 FORMDROPDOWN 


	Human Rights
	 FORMDROPDOWN 

	 FORMDROPDOWN 


	Rural Proofing
	 FORMDROPDOWN 

	 FORMDROPDOWN 



	Annexes


Will the proposal have a significant impact on competition?
Proposals are unlikely to restrict competition, and are likely to develop new markets for renewable energy technology and energy efficiency products, and may boost some market sectors in the UK. The impact on competition is likely to be positive.
Will the proposal impact on small businesses?

Many suppliers of low carbon technologies operate on a small scale, and so the policies are likely to have a positive effect on small businesses.

Will the proposal introduce new criminal sanctions or civil penalties?
None anticipated.

Will the proposal have an impact on health, well-being or health inequalities?

None anticipated. Reduced demand for energy will reduce carbon dioxide emissions and is likely to reduce other emissions associated with fuel combustion. This is a positive, if marginal impact.  

The impact on health of particular solutions to deliver zero carbon schools will be assessed as work develops.

Have you considered how to assess the proposal’s impact on race equality, men/women, disability?
	Might the impact of the policy (or change to the policy) have a negative impact on equality, or differ according to people’s ethnicity, gender or disability?

 
	
	Yes
	No
	No Evidence

	
	Ethnicity
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	Disability
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	Gender
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	Age
	
	[image: image4.png]



	

	Is the policy likely to affect relations between particular groups, for example because it is seen as favouring a particular group or denying opportunities to another? 

Is there reason to believe that people could be affected negatively by the policy? 
	
	Yes
	No
	No Evidence

	
	Ethnicity
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	Disability
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	Gender
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	Age
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	Is the policy likely to damage relations between any particular groups or communities and the Department/LSC? 
	
	Yes
	No
	No Evidence

	
	Ethnicity
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	Disability
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	Gender
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	Age
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	Is there reason to believe or evidence to support the view that the policy, or any part of it, could discriminate against a particular group? 

If so is the policy directly or indirectly discriminatory? 

	
	Yes
	No
	No Evidence

	
	Ethnicity
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	Disability
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	Gender
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	Age
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Will the policy have an impact on human rights?
None anticipated.

Will the policy have a different impact in rural areas?
It is possible that zero carbon schools may be delivered in different ways in rural areas. Conditions in rural areas are more likely to support renewable energy systems (e.g. wind turbines, local biomass, and technologies which may require open space such as ground source heat pumps and solar collectors). Zero carbon schools may be achievable at lower cost or more cost effectively in rural areas.

The construction of zero carbon schools in all areas is likely to boos demand for wood fuels and energy crops which may boost the economy in rural locations.

� Stern Review on the Economics of Climate Change (October 2006). 
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