
To: HOUSING AND SOCIAL WORK SERVICES 
COMMITTEE 

From: HEAD OF HOUSING SERVICES 

Subject: POTENTIAL USE OF RENEWABLE 
TECHNOLOGY IN COUNCIL'S HOUSING 
STOCK 

Date: 28 JULY 201 1 

Purpose of Report / Introduction 

Ref: EMcH/PH/LK 

The purpose of this report is to inform Committee of the development of a business case 
regarding the feasibility of introducing renewable energy measures to the council's housing 
stock through the installation of photo voltaic (PV) panels. 

Background 

2.1 Renewable energy is energy which comes from natural resources such as sunlight, 
wind, rain, tides, and geothermal heat, which are renewable (naturally replenished). 
From the mid 199Os, renewable energy began to contribute to the electricity 
generated within the UK with renewable energy sources providing 6.7 per cent of the 
electricity generated in 2009. The UK Government's goal is to produce 35% of 
electricity via renewable sources by 2020. In 2010, the Scottish Government raised 
its previous target of electricity generated from renewable sources from 50% to 80% 
by 2020. 

2.2. The 2008 Energy Act introduced incentives for smaller scale measures to help meet 
the UK renewable energy targets. One such incentive was the introduction of feed in 
tariffs (FIT) for small scale low carbon electricity generation. The FIT scheme 
guarantees a minimum payment for all electricity generated by householders and 
communities from their own renewable or low carbon sources such as photo voltaic 
electricity panels (PVs) or wind turbines. It also provides separate payment for any 
excess electricity exported to the National Grid. These payments are in addition to 
the savings that are achieved by a householder using the electricity generated by the 
installations thus reducing the level of electricity they require from the National Grid. 

2.3. The above payment levels are currently guaranteed for 25 years although it should 
be noted that the UK Government is currently consulting on proposals to reduce the 
amount paid from the FIT scheme from 201 3. 

2.4. As outlined in Section 2.2, one option to utilise the FIT scheme is the installation of 
photo voltaic (PV) panels. These convert the sun's energy into electricity which can 
be used to run household appliances and lighting. Panels are generally installed onto 
the roof of properties and in order to maximise the possible financial return should be 
fitted on south facing or close to south facing roofs. 

Proposals / Considerations 

3.1. The council is currently investigating the business case for the installation of photo 
voltaic (PV) panels onto the roofs of its housing stock in order to benefit from the FIT 
scheme. 
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3.2. A Feasibility Study is being undertaken regarding the potential to participate in the 
FIT scheme in relation to the council’s housing stock, including modelling the 
associated potential investment requirements over 25 years. 

3.3. As the owner of the housing stock, the council would benefit from the FIT scheme 
through the generation of electricity by the PV panels installed onto the roofs of its 
houses and the exportation of excess electricity from the panels to the National Grid. 
Tenants having PV panels installed onto their roofs would benefit from reduced 
electricity costs due to a reduction in the amount of electricity they would require to 
take from the National Grid. 

3.4. The primary consideration relates to confirmation of the number of properties within 
the housing stock that may be suitable for PV installations, in terms of their 
orientation and house type, in order to ensure an appropriate level of financial return 
for the council. As outlined in Section 2.4, PV installations should be fitted on south 
facing or close to south facing roofs. 

The consultant’s report is also investigating potential delivery options for 
consideration which would principally include: - 
0 Roof lease 

Commonly known as a “rent a roof‘ scheme whereby the council transfers the 
fittings and management of the PV installations to its suitable stock throughout 
the 25 year lifespan to a provider and is provided with a payment for the use of its 
roofs. This reduces the capital and revenue outlay for the council but also 
reduces the levels of returns to the council as the FIT revenues are assigned to 
the provider. 

0 Council installed 
The council fully funds the fitting and management of the PV installations to its 
suitable stock and retains all associated FIT revenue streams over the 25 year 
lifespan. 

0 Energy Savings Company (ESCo) 
The council establishes a new company through a joint agreement with a funder 
and a private sector provider. The council shares in the available revenue 
streams whilst reducing its risk exposure. This option may be a vehicle for 
providing other possible renewable measures being considered throughout the 
council. Funding for such a model via the JESSICA Urban Development Fund 
may be appropriate for consideration once it is established later this year. 

For all above options, the tenants with PV installations on their roofs benefit from 
reduced energy costs due to a reduced electricity they require to take from the 
National Grid. 

3.5. For business case modelling scenarios by the council, it will also require to be taken 
into consideration that not all of the tenants within the housing stock will benefit from 
reduced energy costs as PV installations cannot be installed onto their roofs due to 
their house types or the physical orientation of their homes. Therefore the council 
may wish to consider amending the current rent structure to reflect the cost savings 
to tenants who will benefit from the installation of PV panels. 
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3.6. As well as developing a business case specifically relating to its own housing stock, 
council staff are also in discussion with the Scottish Government, 6 other local 
authorities and Glasgow Housing Association regarding the FIT scheme and the 
installation of PV panels on public sector housing in Scotland. These discussions 
involve looking at the technical, financial and procurement issues involved in 
specifying and installing PV panels as well as reviewing any benefits from economies 
of scale which could be achieved from purchasing of PV equipment via a consortium 
arrangement. 

4. Financial / Personnel I Legal / Policy / Equalities Implications 

4.1. The impact of the required financial investment in relation to the council’s current 
HRA business plan as well as the viability of installing PV panels will be subject to the 
consideration of the consultant’s proposals and development of a full business case. 

4.2 Presentation of the outcomes and implications of the business case model will be the 
subject of a report to a future committee. 

5. Recommendations 

Committee is asked to: 

i) note the development of a business case relating to the financial feasibility for 
utilisation of the Feed in Tariff (FIT) scheme for the council’s housing stock as 
outlined in Section 3, which will be the subject of a future report to committee. 

ii) approve the ongoing commitment to developing consortium arrangements with other 
social landlords subject to the findings of the council’s business case. 

For further 

Elaine McHugh 
Head of Housing Services 
8 July 201 1 

contact Lorna Kilpatrick on telephone 01 698 2741 37 
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