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Summary 

The National Housing Federation welcomes the opportunity to 
respond to the Comprehensive Review Phase 2A Consultation on 
Feed-in Tariffs (FIT) for Solar PV and is happy for its response to be 
published.  

We broadly support the framework suggested in this consultation for 
managing future rates of FIT in line with actual deployment. 
Provided the actual tariff rates are set initially at viable levels, and 
the assumptions behind the proposed frequency and rates of 
degression are tested regularly, the proposed framework should 
reduce significantly the risk that the “boom and bust” of the recent 
past be repeated. 

However, the Government response to the Phase 1 review and the 
Phase 2A proposals do not contain any analysis of two important 
issues about which the Federation, and individual social landlords, 
put forward strong evidence in their Phase 1 responses:1  
distributional equity in the operation of a scheme financed by a levy 
on all consumer bills; and the distinct business model and 
economics of schemes in the social housing sector. We urge the 
Government to address this omission in its further decision-making. 

Our key points are set out below, followed by detailed responses to 
the consultation questions on the consultation template. 

1.0 Background 
The National Housing Federation is the voice of affordable housing in England. We believe that everyone 
should have the home they need at a price they can afford. That’s why we represent the work of housing 
associations and campaign for better housing. Our members provide two and a half million homes for more 
than five million people. Each year they invest in a diverse range of neighbourhood projects that help create 
strong, vibrant communities. 

Our approach to the issues in the consultation reflects two important underlying concerns: 

First, the need for decisions on FIT rates and rules to take seriously into account their impact on distributional 
equity. FIT is paid for by energy consumers, and the Government has quite properly been concerned to 
ensure that it does not, through the rates being set too high, result in consumers paying for very high levels of 
deployment generating excessive profits for PV investors. We note there is analysis on these points in the 
revised Phase 1 impact assessment, and the draft Phase 2A assessment. However, we argued strongly in our 
Phase 1 response, that the Government also needs to consider how households on different income levels 
contribute to, and benefit from, FIT. We support the Government in its intention to ensure that low income, and 
other households, do not pay through their bills for excessive profits. But it is equally important that we do not 

                                                
 
 
1 The Federation’s response can be found at: 
http://www.housing.org.uk/publications/find_a_publication/asset_management__maintenance/feed-in_tariffs_federation_re.aspx 
 

http://www.housing.org.uk/publications/find_a_publication/asset_management__maintenance/feed-in_tariffs_federation_re.aspx
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end up with a FIT scheme which operates regressively, and may even worsen fuel poverty, because it adds a 
fixed percentage to all energy bills, but only allows those on higher incomes to benefit. The recent final report 
of John Hills’ fuel poverty review has warned DECC of the risk that levy-funded subsidy mechanisms could 
operate in just this way.2     

Second, it is vital that FIT supports deployment of solar PV in the social housing sector. As people on low 
incomes are highly unlikely to be able to make an up-front investment in retail PV installations, it is only 
through social housing installations that there is likely to be deployment benefiting people on low incomes at 
any scale. In our response to the Phase 1 consultation we set out very strong evidence that the returns 
achievable by social landlords will be lower than those achievable by other investors, because tenants, not the 
landlord/investor, receive the economic benefit from free electricity. Our analysis showed that a rate of 32.4p 
was required to give the Government targeted rate of return on the basis of modelling last autumn. While cost 
reduction may now mean this estimate could potentially be reduced, it is far higher than the rate now available 
for social landlord schemes and completely divorced from the rates proposed in the Phase 2A consultation for 
July onwards.  

We are seriously concerned that if these issues are not considered further by DECC before policy is settled, 
there will be little further PV deployment in the social sector. Since social landlord investment is the only 
credible way of bringing the benefits of FIT to low income households, this will result in FIT operating 
increasingly regressively. Federation commissioned research indicates that just 10% of FIT installation before 
the Phase 1 consultation went to social landlords in England, against the 16% of the housing stock they own. 
At the proposed tariffs we believe there will be increasingly low deployment in the sector, progressively 
increasing the extent to which low income social tenants pay for FIT but receive no benefit from it.3 

2.0 Key points 

• We accept the arguments for basing decisions on rates on deployment, rather than a targeted rate of 
return. Yet, as well as having a view about deployment as a whole, DECC must also have a view about 
expected deployment for low income households and the social housing sector, and set and adjust rates to 
achieve it 

• The rates proposed in the consultation are far lower than are needed to support deployment in the social 
housing sector and allow low income tenants and communities to benefit at any scale. We strongly suggest 
higher absolute tariffs to support the social housing business model and stop the scheme becoming 
increasingly regressive  

• In community schemes, including social housing, it would be premature to revise tariff rates downwards 
again from July on the basis of just two months’ data in a period of extreme uncertainty in the market   

• We broadly support the proposed approach to degression, but it needs to be modified to pay more 
attention to the risk that costs may not decline as fast as DECC’s central assumption, and deployment may 
therefore be lower than predicted. Most importantly for social housing and its predominantly low income 
residents, there needs to be a mechanism for tracking social housing deployment and setting and adjusting 
rates differentially from other types of deployment to maintain it at a level which ensures distributional 
equity. This could be subject to a cap to reduce risk to the Levies Control Framework. DECC should make 
clear its willingness to consider maintaining or increasing the tariff for such schemes if the level of 
deployment demonstrates, as it likely will, an under-representation of the sector and the scheme operating 
regressively 

                                                
 
 
2 Getting the Measure of Fuel Poverty:  Final Report of the Fuel Poverty Review, CASE, March 2012 
3 Research by Camco for National Housing Federation, December 2011 
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• In our response to the Phase 2B consultation we shall be supporting the Government’s proposal to fix the 
tariff for community schemes, including social housing schemes, early in the development process. Social 
housing schemes in particular have a long led-in period due to the need to raise finance, comply with 
OJEU rules and engage residents on often hundreds of homes. Without this it will be impossible to plan 
and deliver these large schemes 

• We welcome the decision to lower the threshold for the proposed energy efficiency requirement, but are 
still concerned that an absolute standard at this level will penalise properties where energy efficiency is 
more expensive to improve, even though they are often the homes where fuel poverty is a greater risk 

• We oppose any reduction in the lifetime of the tariff, above all for existing schemes as this will unfairly 
jeopardise pre-existing business models 

• We support continuing indexation of the tariff in line with RPI. 
 
 



 

Comprehensive Review Phase 2A: 
Consultation on Solar PV Cost Control  
Please use the table below as a template to respond to the consultation. It will help us to 
record and take account of your views.  

Also, please provide evidence for your answers and comments where possible.  

PERSONAL DETAILS 

Respondent Name: Pippa Read 

Email Address: pippa.read@housing.org.uk 

Contact Address: Lion Court, 25 Procter Street, London, WC1V 6NY   

Contact Telephone: 020 7067 1092 

Organisation Name: National Housing Federation  

Would you like this response to remain confidential? No  
If yes, please state your reasons: 
CHAPTER 1: SOLAR PV TARIFFS FROM JULY 

Q1:  Do you agree that in setting tariffs we should move away from explicitly targeting an 
average rate of return of 4.5-5%? 
 
Agree, subject to caveats about a viable tariff rate for social housing schemes which will 
stop the FIT initiative acting regressively. 
 
Comments: 
We note the arguments put forward in the consultation document why it is practically 
difficult to implement an approach based on targeting an average rate of return, and agree 
that setting rates according to the volume of installations is a more workable approach. 

However, this is subject to two very important points: 

• The need to maintain a volume of installations in the community and social housing 
sectors in order to reduce the extent to which FIT operates regressively. To this end, 
DECC should track not just the total volume of installations but the number installed in 
such schemes 

• Community providers, including social housing, therefore having access to absolute rates 
of FIT which maintain a fair proportion of installations benefiting low income 
households.  

mailto:pippa.read@housing.org.uk


 
Q2:  Do you agree that the tariff table from 1 July should depend on the volume of 
deployment in the first two months of the post-3 March  tariff tables? 
 
Disagree 
 
Comments: 
The Phase 1 consultation announcement and the subsequent legal action has created a 
great deal of uncertainty and turbulence in the market. Against this background, it seems 
highly risky to take decisions on tariff rates on the basis of just two months’ data. In 
particular, as we explained in our response to the Phase 1 consultation,1 the announcement 
to slash tariffs with only six weeks’ notice largely brought activity in the social housing 
sector to a halt. After such turbulence and given the long lead in time of social housing 
schemes, it is very unlikely that data on activity in March and April will represent any kind of 
settled picture on the future of PV in the sector. However, if social housing schemes were 
discretely recorded, it is likely to show very few such schemes going forward. As well as 
increasing absolute tariffs in-line with our suggestions, DECC should also make clear its 
willingness to increase the tariff for such schemes if deployment does not pick up to levels 
which significantly mitigate the otherwise regressive operation of the scheme. 

Q3: Do you agree that the ranges of tariffs displayed in Options A, B and C are broadly 
appropriate, and that the proposed deployment triggers for the choice between these 
options are the correct ones?   
 
Disagree 
 
Comments: 
The approach of setting out a range of possible tariffs for a future date and the rates of 
measured deployment which will determine the choice between them is helpful, and we 
would support it as a means of reducing instability and uncertainty in the market in future.  

However: 

• For the reasons set out in our response to question 2 above, we consider that, in the 
social housing sector at least, reducing tariffs from 1 July on the basis of installations in 
March and April is premature. DECC should make clear its willingness to consider 
increasing the tariff for such schemes if the level of deployment demonstrates, as it 
likely will, an under-representation of the sector and the scheme operating regressively 

• Our response to the Phase 1 consultation argued that, in the social housing sector at 
least, the 16.8p rate proposed was far below what was needed to support installations. 
Our evidence and arguments supported a tariff for <4kW installations of at least 32.4p, 

                                                           
1 http://www.housing.org.uk/publications/find_a_publication/asset_management__maintenance/feed-
in_tariffs_federation_re.aspx 

http://www.housing.org.uk/publications/find_a_publication/asset_management__maintenance/feed


 
even at the Government targeted rate of return (4.5%), which is lower than the 
approximately 6% cost of capital for social housing providers.  Against that background, 
further reductions in the tariff of between 8% and 35% will simply further widen the gap 
between the tariff and the rates needed to make social housing and other community 
installations viable 

• Given the long lead times of community and social housing schemes, it will be essential 
to fix the tariff for these schemes at an early point in the development process 
irrespective of deployment triggers.  

We are concerned that the current proposals will reinforce further the unviability of solar PV 
in the social housing sector, with the consequence that over four million predominantly low 
income households will be paying for FIT through their energy bills but without any prospect 
of benefiting from installations will. If this happens, as John Hills has recently shown, the 
scheme may only worsen fuel poverty.2 

We therefore urge DECC to reconsider radically how, through a well-designed community 
tariff or other means, they can ensure tariff rates are available to the social housing sector 
and its predominantly low income residents that support a volume of activity which ensures 
FIT does not operate regressively. 

Q4: Do you agree that tariffs for multiple installations (over 25 installations) should 
continue to be 80% of the relevant individual tariff, and do you have any cost information 
to support your response? 

Disagree: 

Comments: 
Our response to the Phase 2B consultation will set out proposals on multiple installations by 
social housing providers. The evidence we presented to the Phase 1 review showed clearly 
that, on the basis of modelling carried out last autumn, social housing schemes were likely 
to require a tariff of at least 32.4p to be viable. Whilst accounting for the split financial 
benefit this research has included any economies of scale in its assessment. When the 
standard tariff is set dramatically below this it therefore follows that a further reduction of 
20% for schemes with more than 25 installations would make such larger schemes even less 
viable. As discussed above, these schemes present what is likely to be the only opportunity 
for low income communities to access the tariffs that they pay for.  

Q5: Do you agree that installations that do not meet the energy efficiency requirement 
should attract the “stand alone rate”? 

                                                           
2 Getting the Measure of Fuel Poverty:  Final Report of the Fuel Poverty Review, CASE, March 2012 



 
Disagree: 

Comments: 
We welcome the decision to reduce the threshold for the energy efficiency requirement.   
However, as explained in our Phase 1 response, we continue to believe that the Decent 
Homes energy efficiency standard would be a more appropriate link, at least until the Green 
Deal is well established.  

Any requirement to achieve a specified EPC rating to be eligible for FITs is likely to penalise 
properties where energy efficiency is more expensive to improve, a principle acknowledged 
in the ‘hard to treat’ aspects of the Green Deal, even though they are often the homes 
where fuel poverty is a greater risk. A minimum EPC rating could compound the problem of 
fuel poverty in such homes because the costs of meeting such a standard could make the 
installation of PV unaffordable and so deny the benefits of PV to households at risk of fuel 
poverty. Until the energy efficiency link is based on a more appropriate relative standard 
rather than a absolute EPC level, we do not support the link with lower tariff rates.  

CHAPTER 2:  FUTURE TARIFF-SETTING AND COST CONTROL 

Q6. Do you agree with the principles of tariff degression described above, using baseline 
degression and a deployment-related contingent mechanism, supplemented with annual 
reviews to check that the system is working as planned? 
? 
Agree - subject to significant caveats allowing for rates to be maintained or varied upwards 
and encouraging minimum levels of deployment in the social housing sector in order to stop 
the scheme acting regressively.   
 
Comments: 
Subject to our very significant concern that the absolute levels of tariff proposed in the 
document are not sufficient to enable deployment in the social housing sector, the only real 
avenue of access for low income households, the mechanisms proposed seem a broadly 
sensible way to avoid the “boom and bust” experienced in the recent past.  

However, the document seems to assume the only direction actual deployment could vary 
from central assumptions is upward. Nor does it say anything about how the assumptions 
underlying the proposed 10% every six month degression should be regularly tested. A 
balanced policy would allow for rates to be maintained or even varied upward if 
deployment is significantly lower than expected, and regularly review assumptions, so the 
degression rate can be adjusted downward if the assumptions about costs of materials and 
labour on which it is based turn out to be inaccurate. 

So far as the community and social housing sectors are concerned, we suggest it is vital that 
DECC introduce a mechanism to ensure there is a minimum level of deployment, ensuring a 
level of benefit to low income households at least to compensate for their contribution 



 
through energy bills to the cost of FIT. This would involve setting a higher tariff rate for 
social housing installations, with certainty about the tariff they would receive early in the 
process, but with a cap on total volumes which would prevent a runaway level of 
deployment. The tariff rate for the next period could be set at a level taking account of the 
extent to which the mechanism was over- or under-subscribed in the previous period. 

Q7: Do you agree that the baseline degression steps should be at the rate of 10% every 6 
months? 
 
See Q6.  
 
Q8: Do you agree that the contingent degression triggers should be based on 125% of 
expected deployment, and that actual deployment should be measured and published by 
Ofgem in the manner described? 
 
See Q6.  
 
Q9. Do you consider that the baseline degression and/or the contingent deployment 
triggers should change once the 2 ROCs rate has been reached? 
 
Agree in principle although community and social housing schemes rates of degression 
should be considered independently as they will likely require different levels of support.  

Comments: 
A discussion about a tariff rate of 8.9p seems very academic in relation the social housing 
sector, which, as our evidence shows, requires significantly higher tariffs in order to allow 
deployment and stop the FIT scheme acting regressively. But we would agree that, in 
principle, there is no reason for consumers to support via a levy-funded system, installations 
which generate over-generous returns for investors. 

Q10. Do you have views on whether deployment triggers should be divided into bands, 
and if so whether the bands described above are the appropriate ones? 
 
Comments: 
Subject to the need for the absolute rates to be set at realistic levels, we agree that it is 
sensible to provide for variable rates of degression for different scales of project, as it is not 
unlikely that the economics of them may change at different speeds. Since, as we set out in 
our Phase 1 response, the economics of community and social housing schemes are very 
different, there is a strong case for putting them in separate bands and providing for a 
different pace and scale of degression, subject to evidence on deployment. 

Q11. Do you consider that we should reduce the tariff lifetime for new entrants to the FITs 
scheme, from 25 to 20 years? 
 



 
Disagree 

Comments: 
We oppose any reduction in the tariff lifetime. A reduction from 25 to 20 years reduces the 
net present value of an installation with constant annual benefits by about 7.5% of NPV at a 
7%, and 10% at a 5%, discount rate. On top of tariff rates which we argue are significantly 
too low, especially in social housing, this would yet further undermine the viability of social 
housing schemes. It would be completely unacceptable to reduce the tariff lifetime for 
existing schemes, implemented on previous tariffs and on the assumption of a 25 year 
lifetime.    

Q12. Do you consider that the current level of the export tariffs fairly represents the value 
to suppliers of exports from FITs generation? Please provide evidence to support your 
answer? 
 
No comment.  
 
Q13. Should any changes to export tariffs apply to all generators or only to new entrants 
to the scheme, and should there be compensating changes to generation tariffs? 
 
Comments: 
We believe that social landlords, like most other investors, will judge their business case on 
the basis of the tariffs in force at the outset of the project. Allowing for changes whose 
timing and scale would be unknown at this stage seems unlikely to encourage more 
investment. Since we urge DECC to avoid retrospective changes which worsen the 
economics of FIT schemes in future, it would also be inconsistent to argue for retrospective 
changes which improve them.   

Q14. Do you think tariffs should be index-linked? 
 

Agree 

Comments: 
We agree that index-linking should continue to apply to existing schemes, and it would 
seem appropriate for new schemes to be index-linked to maintain the tariff in real terms.   
We see no reason for moving away from RPI as the basis for that. 

Q15. If index-linking is maintained what would be the best model?  (i) CPI for whole life, 
(ii) RPI for whole life, or (iii) index-linking (either RPI or CPI) for the first x number of 
years? 
 
(ii) RPI for the whole life 
 
 


