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From insignt...




What Energy Efficient Mortgage proposition concept did we test
with customers?

/ Energy Efficient Mortgage (EEM) \

Standard
Mortgage
Product

Packaged mortgage product made up of two linked loans

EEM product carries an interest rate discount

EEIL is a low cost loan facility linked to mortgage

EEIL funds upgrades determined by energy audit




The Energy Efficient Mortgage holds greatest appeal to the Italian
market, and outright rejection of the proposition is minimal...

Appeal of EEM proposition
All respondents

“| like the idea
of improving energy
efficiency and | think that
in the long run I’ll save
money”’

4

“This would be brilliant -
we’ve been wanting to do
something like this for
years... there’s no
downside - 10/10”

Italy

Very appealing
(T2B)

Sweden

“l like trying to be
green and love idea of
being rewarded for it”

Very / quite
appealing
(T3B)

UK

“An excellent opportunity
for energy improvement in
my home, helping not only
me, but the environment”

Very

unappealing
(B2B)

Italy

A Significantly higher or lower vs. other markets

B1. Thinking broadly about the new mortgage product you have seen, how appealing do you find it?
Base: UK (525), Italy (516), Sweden (543) j—\bl



The Green Mortgage’s financial advantages drive its appeal -
access to a ‘lower interest rate’ is key in UK and Sweden, while

‘saving in the long term’ is important in Italy

12%

Appeal of Key Features - Most appealing ‘ b
- e

-
] | 4

Lower interest rate on my mortgage (-0.2%)

Would bring down energy bills 16%

Save money in the long term 16%
Increase property value 14%

Warmer, more comfortable home 11% 11%

13%
11%
6%

° B7, How appealing do you find each of the following aspects of the Green Mortgage, along with the Energy Efficiency Improvement Loan? First choice B ﬂbl S

A competitive loan to make home improvements 7%

Reduce my carbon footprint 7%

Easier to sell my property 6%



Those who do not find the Energy Efficient Mortgage appealing
are already planning on buying an energy efficient property, or
do not want to take out an additional loan

Barriers
All who do not find the EEM appealing

Most important reason
(select 1 only)

Do not want to take out / cannot
afford an additional loan

Primary
barriers

| already have an energy efficient
home, therefore it is not
applicable to me

e B10A. BARRIERS: Which of the following reasons best describe why you do not find this product appealing? UK=62, IT=35, SW=96 B Abl S



Length of time for the work and a predicted short tenure are
secondary barriers, alongside a worry about ‘being tied in’ to a
certain mortgage

Barriers
All who do not find the EEM appealing

Most important reason
(select 1 only)

Don't have time for home renovation / too
much of a hassle

Secondary

barriers
Worry this would tie me in to a mortgage

provider for a long time

I am not interested in making my home

more energy efficient ,
All other barriers

under 6%

e B10A. BARRIERS: Which of the following reasons best describe why you do not find this product appealing? UK=62, IT=35, SW=96 B Abl S



We also tested with respondents the value of a ‘managed energy
efficient renovation’ service

Appeal of Installation options A & B
All who find Green Mortgage appealing

A managed service using a lender’s
preferred partner(s)

A DIY/self-managed
refurbishment project

Al'a
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§ ........................... §
NET 72% L 75% 54% NET 62%
appealing : : appealing
e % < :
N 11% 9% 14% NET 0% 9% 29%
unappealing unappealing

............................

............................

P Significantly higher or lower vs. option A

E1. How appealing do you find the below installation option? All who find Green Mortgage appealing UK=462, IT=481, SW=447
T3B/B3B

BADIS



The Energy Efficient Mortgage’s financial advantages drive its
appeal, with aspects related to energy and property also important

drivers
Consistent across

What is driving appeal? markets

All who find EEM appealing G
reen

Most attractive aspect Reducing your carbon footprint

(select 1 only) .
Finance
Home improvement Getting a lower interest rate on

Getting a competitive loan for home your m(‘)rtgr?gel’ and saving
improvement purposes money in the long term

Property

Increasing the value of
your property, and
making it easier to sell Energy

Bringing down the cost of your
energy bills, and making your home

more warm and comfortable

BADIS

o B7. How appealing do you find each of the following aspects of the Green Mortgage, along with the Energy Efficiency Improvement Loan?



...to action




How could an Energy Efficient Mortgage work in practice,
and what could the customer proposition look like?

Proposition 1: Energy Efficient Mortgage Ready

Cost of home energy efficiency improvements funded
by unsecured ‘home improvement loan’.

Borrower will qualify for preferential interest rate*
applied to Energy Efficient Mortgage product with
lender when post refurbishment EPC supplied
demonstrating energy performance rating.

Proposition 2: Energy Efficient Mortgage (secured)

Cost of home energy efficiency improvements funded by
additional mortgage borrowing (subject to affordability)

Preferential interest rate applied* to selected mortgage
product rate when post refurbishment EPC supplied
demonstrating improved energy performance rating

Energy

Linked
un-

Efficient

Mortgage

secured

Un-secured
Home

Improvement
loan

*Preferential rate could vary by EPC level

v

loan

Proposition 3: Energy Efficient Mortgage (unsecured)

Cost of home energy efficiency improvements funded by unsecured ‘home
improvement loan’ approved at the point of mortgage origination and linked
to secured financing for financing or re-financing of property.

Preferential interest rate* applied to selected mortgage product when post
refurbishment EPC supplied demonstrating energy performance rating




Proposition 1: Energy Efficient Mortgage ‘Ready’

£

sl

e—

Existing Customers

Underpinned by existing
Home Improvement Loan

Customers Customer triggered to seek energy efficiency
improvements to home (potentially connected
to wider home improvement project)

Value added for lender:

Supports growth in personal loan offering
Supports mortgage customer retention

Opens up an acquisition channel via E.ON
Differentiation vs. competitors

DIY approach via

Approved
installer

Managed
service

Customer project
manages the works and
verification

e-on
Managed EE

improvement
Service

Verification of

Improveme , EE Mortgage

Customer qualifies for EEM
rewarding their improved
home energy efficiency
— with x.xx bps discount on
— mortgage product rate @
next product switch, or
provider switch

Ex post valuation of property

E.ON delivers
verification

12
E.ON Home Dashboard



Proposition 2: Energy Efficient Mortgage (secured)

Customer project

Ex ante Valuation of property DIY approach via manages the works and
. . Home-improvements verification

funded by further Approved
borrowing on the EE installer
i Mortgage with discount
TITIT applied to standard
| ||'|| | product rate post
refurbishment and upon
verification of
improvement

Verification of Improvements

P
-

e—

Existing Customers

Customer triggered to seek energy efficiency
improvements to home (potentially connected
to wider home improvement project)

@ EE Mortgage

Managed
service

_ Customer awarded with x.xx bps
discount on mortgage product
once energy efficiency
improvement is verified rate for
product period and rolled over
whilst customer remains a

Nationwide customer

New Customers

E.ON delivers
Value added for lender: verification
e‘an Ex post valuation of property
c Managed EE
Sup.ports mor.tgage customer rgtentlon improvement +
Delivers de-risked further lending Service

Differentiation vs. competitors .
Overlays on existing secured lending products E.ON Home Dashboarg




Proposition 3: Energy Efficient Mortgage (un-secured)

Customer project

DIY approach via manages the works and
Approved verification
installer
Customer uses Home
f Improvement Loan to
TN fund energy efficiency
[ lmprovterr!ents to ; Verification of Improvements
— property in conjunction
with new EE Mortgage , EE Mortgage

Existing Customers product

Customer triggered to seek energy efficiency
improvements to home (potentially connected
to wider home improvement project)

Customer qualifies for
Nationwide EEM rewarding
their improved home energy
efficiency with x.xx bps
discount on mortgage
product rate @ next product
switch, or provider switch

Managed
service

P
-

New Customers

Ex post valuation of property

E.ON delivers
Value added for lender: verification
e-on
1 : Managed EE
Supports growth in personal loan offering improcement +

Supports mortgage customer retention Service

Differentiation vs. competitors .
Overlays on existing secured lending products E.ON Home Dashboarg




E.ON to pilot Proposition 1: EEM Ready in the UK in 2020

How will the Energy Efficient Mortgage product work

E.ON provides ‘one-stop-shop’ Energy Efficiency

e ° a n renovation service for home improvement under a
‘preferred supplier’ model (incl. energy tariff)

Energy On-site Installation Performance
Savings energy Services & Management
Assessment audit Warranty & Reporting

/

Standard ol
Mortgage — putasd Joipectnniast
Product (EEIL)

N

Licenced retail
bank partner wa BNP PARIBAS

Supplies secured loan (mortgage) Supplies personal loan finance
to end customer / borrower and for home energy efficiency
markets ‘Green Mortgage’ improvements as an unsecured
product loan

Enables movers, first time buyers,
and re-mortgagers to use their
mortgage to borrow further via a
linked ‘energy efficiency home
improvement loan’ to improve the
energy efficiency of their homes.

Under this model BNP Paribas
Personal Finance would provide the
improvement loan financing and
E.ON would provide a managed
service to install appropriate
energy efficiency solutions.

The execution of this model would
require a licenced mortgage lender
/ building society to market this
product to customers.




E.ON can already deliver a managed renovation service which can be
adapted to support a Energy Efficient Mortgage customer journey

E.ON integrates across Energy Efficient Mortgage journey as ‘one-stop’ energy partner to customer & lender

/ Energy On-site Installation Home Ener
O o Q Savings energy Services & Mana emer%{
Q D B Assessment audit Warranty 8

E.ON UK can already seamlessly support all aspects of a retrofit Green Mortgage customer journey \
All of our Energy Experts who visit customers’ homes can provide a quote in the home via their tablet
We have an in home quote process that allows a customer to view all the necessary paperwork
If the customer wants to consider the quotation it can be sent by e-mail

E.ON’s Home app enables customers to visualise, control and optimise their energy



http://www.iconarchive.com/show/outline-icons-by-iconsmind/Family-Sign-icon.html

Pioneering Home Energy Management:
Put power into the hands of customers via E.ON Home
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Welcome, Katherine Ehlers Smart home
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E.ON Home dashboard (tablet app.) E.ON Home dashboard (mobile app.)




Thank you for your attention
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