
NORTH LANARKSHIRE COUNCIL 

To: HOUSING AND SOCIAL WORK 
SERVICES CO M M ITTEE 

From: HEAD OF HOUSING SERVICES 

Date: 26 JANUARY 2012 Ref: EMcH/PH 

Subject: Use of Renewable Technology in the council’s 
housing stock 

Purpose of Report / Introduction 

The purpose of this report is to update committee on the recent feasibility report into 
installing photo voltaic (PV) panels onto the council’s housing stock and the implications 
of recent changes to the Feed in Tariff (FIT) scheme announced by Westminster 
government. 

Background 

2.1. 

2.2. 

2.3. 

2.4. 

Committee will recall a report to the July 2011 committee regarding the potential 
to install PV panels on some of the council’s housing stock and the opportunity 
through the FIT scheme to generate an income that would off-set the installation 
and maintenance costs whilst providing some benefit to tenants through reduced 
electricity costs. 

The Feed in Tariff (FIT), introduced in April 2010, guarantees a payment per unit 
for energy produced from renewable sources. This was introduced to make large 
projects more viable due to the large initial capital costs. 

In 201 1, the council commissioned a feasibility study to assess the feasibility of 
installing PV panels onto its stock. This study concluded that approximately 
11,000 houses are in the correct orientation to have PV panels fitted although 
further assessment would be required to establish if they could withstand the 
weight of the PV units themselves, have the correct angle of roof and to ensure 
there are no overshadowing issues which reduces the efficiency of the panels. 

As outlined in the July report, there are three main procurement options 
considered as part of the feasibility study, namely: 

0 Roof lease (Rent a Roof) 
Self funding by the council 

0 A Special Purpose Vehicle (SPV)/Energy Savings Company (ESCo) 

The roof lease option would involve the council transferring the entire project to a 
private company who then manage all installation/maintenance works and 
associated risks whilst taking all the FIT and paying the council a ‘rent’ for the use 
of its roofs. The self funded option involves the council completely funding the 
installation/maintenance of the PV panels and receiving all the benefits but also 
being exposed to all the risks. The last option, an ESCo or SPV, involves the 
council creating a new company by entering into a partnership with a private 
company and/or investor. This would limit any financial risks that the council was 
exposed to but would also limit the benefits the council would receive. 
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2.5. The feasibility study report recommended that the option representing best value 
for money to the council was likely to be the self fund option whereby the council 
would fund the installation of the PV panels and receive the entire FIT income 
stream over a 25 year period. It was estimated in the report that for 1000 houses, 
after 25 years the council would have a return of f2.2m over and above the initial 
capital costs. The report however highlighted that further work would be required 
to assess all the costs and risks associated with this option including maintenance 
liabilities. 

3. Considerations 

3.1. 

3.2. 

On 31 October 201 1, the Westminster Government announced commencement 
of consultation on the FIT scheme. The consultation document proposes that the 
tariff will reduce from the current tariff of 4 8 . 8 ~  per kw to 1 6 . 8 ~  per kw for 
organisations fitting numerous installations. The consultation period ends on 23 
December and the Scottish Government and COSLA have made representations 
regarding the impact this significant reduction in the tariff will have on the viability 
of future PV installation projects. Any PV panels installed on or after 12 
December 2011 will receive 4 3 . 3 ~  per kw until 1 April 2012 when the return will 
reduce to 16 .8~ .  Any PV system installed after 31 March 2012 will receive this 
lower 1 6 . 8 ~  tariff. 

This reduction in tariff has obviously affected the viability of each of the delivery 
models outlined in the feasibility report. Currently companies that previously 
offered “rent a roof‘ products are assessing their own financial models. From 
initial investigations, it is anticipated that the council would receive no or very little 
financial benefit from allowing a company to install PV systems on the roofs of its 
housing stock. In relation to the council self funding the purchase and installation 
of PV systems, the reduction in tariff would mean that the return for 1000 houses 
would now be only f0.140m over 25 years. This return over such a long period of 
time is unlikely to be enough to make sufficient provision to cover risks associated 
with this new technology. If the council entered into an ESCo with a private 
investor specifically for the installation of PV systems then over 25 years for 1000 
houses there would now be an estimated cost to the council of f0.400m. 

3.3. Whilst the financial benefits to the council of installing PV panels have in effect 
been dramatically reduced as a result of the reduction in the tariff, there are still 
potential benefits from installing PV panels predominantly relating to the payer of 
the fuel bill. Tenants who have the panels installed could still save between f 3 4  
and f l O O  per year on their electricity costs and the carbon savings for 1000 
properties having PV installed would be 18,000 tonnes of carbon over 25 years. 

3.4. In terms of funding, there is a possibility of using European funding from JESSICA 
to subsidise the cost of PV systems. This is a loan rather than a grant but could 
make PV panels more affordable. In addition, the Scottish Government are having 
discussions with Procurement Scotland regarding a national framework for PV 
equipment this could reduce the initial capital costs of purchasing PV panels and 
could still potentially make a large scale PV installation project viable. Further 
details of the JESSICA fund will be announced early in 2012. 

3.5. At this time it is proposed that further consideration be given, following a financial 
appraisal, to the installation of PV panels onto sheltered housing complexes at 
Drummond Drive, Wishaw and Gartlea Gardens, Airdrie with a view to works 
potentially starting later in 201 2/13. These complexes have been chosen due to 
their orientation which will provide the maximum efficiency for PV systems thus 
reducing the energy levels used in the common areas of the accommodation such 
as close lighting, electrical items in the common room and laundries. Although 
individual tenants will not benefit from reduced fuel bills from the installation, it is 
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anticipated there will be a reduction in fuel costs for landlord supplies to the 
Housing Revenue Account. It is anticipated that the level of potential savings will 
be able to be quantified as part of the financial appraisal and feasibility 
assessment. 

3.6. It is also proposed that the council complete its feasibility work with regard to the 
installation of PV panels in Lorne Gardens Sheltered Housing Complex in 
Salsburgh in conjunction with replacement heating as a means of reducing high 
heating costs for tenants in this area where there is no mains gas. 

3.7. Other feasibility work on renewable options to assist tenants with rising fuel bills is 
also underway with development work ongoing to establish the potential to install 
a district heating or combined heat and power (CHP) boiler for initially towers in 
Muirhouse, Motherwell with the potential to include other council properties in the 
area. This could include a central boiler plant that would feed each of the towers. 

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

4.1. The estimated cost to carry out the work to the pilots outlined in paragraphs 3.6 
and 3.7 would be funded, if approved, from the Growth Options for HRA which 
form a separate report to committee. 

4.2. The use of renewable technology within the council’s housing stock will contribute 
to the council’s overall climate change objectives and targets. The options that 
are currently being considered within this report will also help meet the Local 
Housing Strategy priority of reducing fuel poverty. 

4 Recommendations 

4.1, It is recommended that the committee note 

a) the ongoing work with regard to establishing value for money to install PV 
systems within certain sheltered complexes as outlined in paragraph 3.6 and 
3.7 

b) that feasibility work is being undertaken regarding the potential to install a 
District Heating or CHP system to provide heat to tower blocks initially in 
Mu i rho use, Mot herwel I 

Head of Houiing Services 
19 December 201 1 

/ 
/ 

For further information on t h w s e  contact Lorna Kilpatrick, Investment Manager on 
telephone 01 698 2741 37 
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