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Greater Reading Environmental Network,

35-39 London Street,

Reading, 

RG1 4PS

18 January 2012 

Dear Mr Wilson MP, 

 Government changes to PV Feed-in-Tariffs

Thank you again for meeting with us to discuss our concerns about the principles and process around the government’s proposed changes to the Feed-in-Tariffs for PV electricity generation and your positive engagement with these. 

We agreed to summarise one or two of those concerns that remain outstanding in order that you might seek further information and clarification from the Energy Minister; in particular the concern you shared with us that the benefits of PV generation, which are paid for by all consumers, should be accessible to all consumers.

The difficulties arising from the government’s plans centre around whether the rate of return afforded through the proposed FiT rate of 21p is sufficient to enable the repayment of capital finance and the further reduction of this rate to just 15.8p/kWh under the aggregation rule.

As we discussed, the benefits of PV generation will accrue mainly to better off households that are able to afford the capital costs of installation, whilst the costs of the Feed-in-Tariff will be met by all, including lower income households who themselves will be unable to benefit from PV generation unless a third party covers installation costs. 
Our understanding is that a ‘return on investment’ of 5% (imputed from a FiT of 21p) will not be sufficient to cover the cost of borrowing/capital investment to allow this. Indicative capital borrowing costs are in the range of 5%-7%, so even at the lower end this is very marginal. This is particularly the case when in such arrangements the benefit of ‘free’ electricity accrues to the householder, not the installation owner. 
As you are aware, the Reading Climate Change Partnership has been working on development of a community based social enterprise for the past year. The aim is to bring the benefits of PV to all sections of the community, not just the better off, and to do this at scale across the borough as part of meeting our ambitious climate change strategy targets. 

This enterprise would do this in conjunction with energy efficiency measures, probably as a Green Deal provider, and would also have a focus on creating local jobs and apprenticeships – especially for young people not in employment, education or training. Our business modelling shows there are synergies to be gained through delivering PV installations in conjunction with Green Deal improvements, ensuring that both schemes have as broad a take up as possible. We think that this initiative has great potential to target and reduce fuel poverty and for this reason the proposal had gained considerable traction in recent months. 
The government’s current proposals threaten the development of this initiative and delivery of the benefits outlined. We believe that the rate of FiT for schemes that lock-in community benefit needs to be slightly higher to allow for the repayment of capital borrowing/investment and that the aggregation rules should not apply to not-for-profit enterprises such as this. We agree that FiT rates should then be pegged to installation costs in the longer term, but if they are tied in at too low a rate initially then the opportunity to share the benefits of the FiT scheme in an equitable way will be fundamentally undermined for the foreseeable future. 

The other main area of concern we discussed relates to the introduction of a requirement for a property to meet a minimum energy efficiency benchmark before it might qualify for Feed-in-Tariff for PV electricity generation. 
We appreciate the merits of linking these together but believe there is strong evidence to show that a requirement to reach an Energy Performance Certificate ‘C’ rating in this respect will mean that most (perhaps 90%) of existing properties will not realistically be able to qualify. 
If a benchmark is to be introduced, then the alternative outlined in the government’s consultation document, linking FiT qualification to efficiency measures achievable under Green Deal provisions would be more appropriate, albeit this will still preclude householders unable to meet the ‘golden rule’ under the Green Deal from benefiting. 
Finally, we were disappointed that the appeal of the finding that the consultation process was unlawful was not concluded last week. We would urge the government to abandon their attempt to overturn this decision and bring forward proposals for the future of the FiT scheme based on a comprehensive review, including the matters referred to above, that would place the scheme on a sound basis in the long-term and start to rebuild the trust and confidence that is necessary for our society to realise the benefits of PV generation.  

We look forward to hearing from you and thank you for your assistance,
Yours sincerely, 

Paul Harper, 

for Greater Reading Environmental Network
