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ïñLevering Economics for New 

Directions in Energy Reduction and 

Sustainabilityò = LENDERS 

ïResearch Project part-funded by 

Innovate UK (UK Government) 

ïEight partners led by Nationwide 

Building Society and run by BRE 

ïProject runs to Summer 2017 

ïProject cost c.£427k in 18 months 

ïIntended outcome strongly 

supported by DECC BEIS & others 

 

 



e: Andrew.Sutton@BRE.co.uk m:079 6817 8243 



e: Andrew.Sutton@BRE.co.uk m:079 6817 8243 

Project Goal 

ïTo improve the accuracy of 

predictions used to estimate home 

owners fuel/energy costs when 

calculating mortgage ñaffordabilityò 

ïTo give this improved method to the 

mortgage industry (free of charge), 

such that they can ñswap outò their 

current method for this one 

ïTo provide sufficiently robust 

supporting evidence to the industry 

to allow them to be confident in 

switching methods 
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ïMortgages are given based on the 

ability to repay the loan; checked 

via an ñaffordability calculationò 

ïAffordability is monthly income 

minus monthly outgoings, with 

many provisions for lifestyle, loans 

as well as fuel costs 

ïThese costs are generally split into 

essential (i.e. unavoidable) and 

non-essential (i.e. avoidable if 

necessary to pay the mortgage) 

ïFuel costs are the largest óessentialô 

costs considered in this calculation 
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ïFuel costs are generally taken from 

Office of National Statistics (ONS) 

ñFamily Spending Reportò data 

ïThe ONS fuel costs are modified for 

occupancy and overall income, but 

the band width is >£25pm variance  

ïSome lenders also ask customers 

their energy costs (of course, these 

are in their existing property) and 

use the higher of the two figures 

 

 

Current Mortgage Affordability Method 
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ïTherefore, fuel costs tend towards 

£60-70pm with little variation.  

ïEspecially for lenders using existing 

customer bills, no-one can be below 

average 

ïIn short, ñthe current mortgage 

affordability process does not 

directly nor indirectly use energy 

cost data as a variable within the 

mortgage calculation processò 

Current Mortgage Affordability Method 
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ïCurrent method predicts fuel costs 

at around £60-70pm ± c.£12pm 

ïCurrent method takes no account of 

the propertyôs energy performance 

rating (required at point of sale) 

ïImproved method could predict fuel 

costs below £23 to above £115 

(EPC ñBò and ñEò respectively) 

ïImpacts on óunavoidable costsô in 

Affordability, changing the amount 

which can be repaid and therefore 

the Capital Loan amount offered by 

£10,000 (or potentially even more) 

Current Mortgage Affordability Method 
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ïThe intended LENDERS method 

will use information from the EPC 

data and home occupancy to 

predict fuel costs for that property 

ïEffectively, we creating a new 

element of the Affordability 

calculation something like this; 

Proposed Mortgage Affordability Element for Energy 

[EPC] x [Occupancy] = £ Energy 
  I n p u t   x           I n p u t             =   O u t p u t 
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ïMortgage lenders already ask 

ñOccupancyò questions to their 

customers as part of the process 

ïñEPCò data is legally required to be 

available at point of sale, and can 

be automatically collected from the 

holding companies (i.e. Landmark) 

ïFuel costs are the output of the 

equation; the result, rather than a 

data input requirement 

[EPC] x [Occupancy] = £ Energy 
  I n p u t   x           I n p u t             =   O u t p u t 

Proposed Mortgage Affordability Element for Energy 
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ïTherefore we know ñin useò the data 

is available for this equation to work 

ïAnd we know from the earlier proof 

of concept it should generate 

economically meaningful values 

[EPC] x [Occupancy] = £ Energy 
  I n p u t   x           I n p u t             =   O u t p u t 

Proposed Mortgage Affordability Element for Energy 
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Howeveré 

ïTo generate the equation in the first 

instance, we need all three types of 

data to establish the relationship 

between them  

ïAnd we need large enough data 

sets to demonstrate that the 

equation works robustly 

[EPC] x [Occupancy] = £ Energy 
  I n p u t   x           I n p u t             =   I n p u t 

Proposed Mortgage Affordability Element Challenge 
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New Unique  

ID Code 1 

Data Protection ï Data Collation 

LENDERS 

project 

 

Public 

 

Secure 

server at 

O
rg

a
n

is
a
ti
o
n

 B
o

u
n

d
a
ry

 

O
rg

a
n

is
a
ti
o
n

 B
o

u
n

d
a
ry

 

Unique ID 

Code A 
Customer 

Energy Data 

Unique ID 

Code B 
Customer 

Energy Data 

Unique ID 

Code C 
Customer 

Home Data 

Unique ID 

Code D 
Customer 

E.E. Data 

Combined 

Data 



e: Andrew.Sutton@BRE.co.uk m:079 6817 8243 

New Unique  

ID Code 1 

Combined 

Data 

New Unique  

ID Code 1 

Data Protection ï Analysis & Publication 
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Prior Research (or ñwhy weôre sure it will workò) 

ïReplacement of fuel estimation in 

mortgage affordability calculation 

conceived by BRE in 2010 

ïSmall (125 property) ñproof of 

conceptò commissioned in 2013 by 

Constructing Excellence  

ïFirst report published early 2015: 
http://www.cewales.org.uk/zero-low-carbon-hub/ 

ïDemonstrates principle of link 

between data available from EPC 

certificates & property types and 

actual fuel bills of real homes 

http://www.cewales.org.uk/zero-low-carbon-hub/
http://www.cewales.org.uk/zero-low-carbon-hub/
http://www.cewales.org.uk/zero-low-carbon-hub/
http://www.cewales.org.uk/zero-low-carbon-hub/
http://www.cewales.org.uk/zero-low-carbon-hub/
http://www.cewales.org.uk/zero-low-carbon-hub/
http://www.cewales.org.uk/zero-low-carbon-hub/
http://www.cewales.org.uk/zero-low-carbon-hub/
http://www.cewales.org.uk/zero-low-carbon-hub/
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Prior Research (or ñwhy weôre sure it will workò) 

ïFuel bills can vary by £50/month or 

significantly more between high and 

low energy homes 

ïEstimates this monthly amount 

could repay a capital loan of 

c.£10,000 over 25 years at 5% 

ïObserves this level of lending would 

cover notable energy enhancement 

works that could generate the initial 

saving 

ïAligns with later findings of the 

UKGBC & UCL larger similar study  
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Clever Money PLC 

Your high street 

UK 

Mr Jones,  

 

Your Mortgage Offer 

 

We are pleased to offer you a mortgage based on 

what you can afford to repay each month. Our offer is 

dependant on the EPC rating of the property you 

wish to buy or re-mortgage, and is as follows: 

 

EPC ñAò, we will lend you £200,000 

EPC ñBò, we will lend you £195,000 

EPC ñCò, we will lend you £190,000 

EPC ñDò, we will lend you £185,000 

EPC ñEò, we will lend you £180,000 

EPC ñFò, we will lend you £175,000 

EPC ñGò, we will lend you £170,000 

 

Should you wish to buy a lower EPC rated property 

and wish to undertake energy efficiency improvement 

works, we will normally lend you the difference 

between the above amounts as additional borrowing 

in accordance with the EPC improvement achieved. 

 

Yours sincerely, 
Clever Money PLC 

Potential Impacts 

ïIf adopted, mortgage companies 

start using information taken from 

EPCs when considering customers 

apply for mortgages or re-

mortgages 

ïCustomersô mortgage offers will 

vary based on this information, with 

higher mortgage offers for homes 

that have lower energy bills 

ïThe theoretical ñenergy bills + 

mortgageò amount remains the 

same, the balance is just shifted 

between the two factors 
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Potential Impacts 

ïMajor works to home typically 

around point of sale 

ïHome buyers driven to consider 

energy performance as part of ñlong 

termò planning when buying/selling 

ïLenders more likely to support as 

they have mechanism to óvalueô 

ïHouse builders have an incentive to 

lower energy as house values are 

modestly skewed to reflect energy 

ïEPC data in mortgage lending may 

push the ñqualityò of EPCôs 



Part funded by 

Principality Building Society 
Mike Pollitt 



Overview 

ïInnovate UK Funded 

ïNovember 2015 ï April 2017 

ï9 partners 

 

ïKey elements  
ï Theoretical Research  

ï EPC and fuel cost data collection and collation 

ï Implementation Research 

ï Market Testing  

ï Calculation Research 

ï Practical Implementation 

ï Events & Circulation  

ï Project Management 

Project Start:- 
November 

2015 

Mid-Project 
Update 
Event:- 

October 2016 

Industry 
Briefing 2:- 

January 
2017 

Project 
finish:- Q2/Q3 

2017 




