HOUSING ASSOCIATIONS AND THE CHALLENGE
AND OPPORTUNITY TO DECARBONISE HEAT
Paul Butterworth, Partner, and Jonathan Croley, Senior Associate comment on the challenges and
bottlenecks in the roll-out of renewable and low-carbon heating sources in Housing Associations’ estate,
and the opportunities and means through which the carbon-saving potential of Housing Associations can
be unlocked in the near-term.

The necessity and scope for the decarbonisation of heat
As we settle into 2021, there will be few of us who do not
have at least one eye on the emerging climate emergency
and Government’s commitment to transform the economy
to a carbon “net zero” economy by 2050. Boris Johnson’s
recent “10 Point Plan” for a Green Industrial Revolution
recently recognised the need for homes to be made
“greener, warmer and more energy efficient”.
Many Housing Associations will already have taken steps
to decarbonise the energy demands of their housing stock
over recent years. A number will have taken measures to
ensure that their housing stock is modern, fit for purpose
and designed to reduce maintenance demands. Others
will have invested in decarbonising technology in order
to fulfil altruistic aims, improving the comfort (physically
as well as financially) of their tenants, and others still will
have invested as an acknowledgment of our collective
responsibility to the environment.

of energy generation (notably rooftop solar, biomass
boilers, air-source and ground-source heat pumps) has
provided a good reason for Housing Associations to review
the carbon efficiency of their housing stock and the
case for further investment to drive towards meeting the
Government’s target.
Boris Johnson’s 10 Point Plan calls for the installation of
600,000 heat pumps every year by 2028. There is therefore
plenty of scope for further measures to be taken to lead to
the decarbonisation of residential heating.

Bottlenecks in Housing Associations decarbonising heat
Is there anything which creates a barrier to Housing
Associations investing in renewable and low-carbon
heating sources? Are there opportunities to overcome
these barriers to investment?

Proven technology to reduce energy use (such as
insulation and LED lighting) and the carbon intensity
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A lack of sufficient or suitable funding for the proposed
project is a key and perhaps obvious reason for an
investment case to fail.
The Renewable Heat Incentive (RHI) has done much to
encourage the deployment of renewable and low-carbon
heating sources. However, the RHI provides support only
on a revenue and not capital basis. Consequently anyone
wishing to deploy an eligible technology (the Property
Owner) must first obtain funding for the capital expense
of the technology and its installation (often on a secured
debt basis from a third party Funder), using the RHI
payments as a means to repay that funding.
The RHI scheme is set up in a way that can sometimes
hinder the funding of renewable and low-carbon heating
sources by third party Funders:
y

it does not automatically permit the payment of RHI
payments direct to the Funder; and

y

it requires that the applicant for the RHI payments
owns the relevant renewable/low-carbon heat source.

Both these factors have served to narrow the field of
potential Funders and make some projects “unbankable”,
particularly for Housing Associations where it is often
not a practical solution for a third party Funder to own
the heating system which is integrated into its residential
properties.

Opportunities to unlock the decarbonising of heat in the
near-term
Where only one property is served by the renewable/
low-carbon heating source, it has been possible in recent
years for the Property Owner to enter into an “assignment
of rights” agreement, which, subject to certain eligibility
criteria, enables the Funder to receive the benefit of the
RHI payments direct from Ofgem.
This mechanism has enabled some schemes to proceed
but is of limited benefit for Housing Associations where, in
order to benefit from efficiencies of scale and improve the
economics of the investment, renewable and low-carbon
heating systems are designed to serve more than one
property.

The Approved Installer’s proposal is designed specifically
for the social housing sector: a sector where there is
considerable scope for the installation of ASHPs to serve
multiple residential properties under common ownership
and reap the RHI. It will install the ASHP and maintain
the system for seven years (as well as provide a 7-year
warranty on the system) in return for being paid the
RHI income direct from Ofgem during that period. In
addition, the Approved Installer will install a Metering and
Monitoring Service Package, a type of smart meter that
allows it to monitor its usage for maintenance purposes.
As RHI is payable only in respect of the eligible use of
heat, the Approved Installer is incentivised to maintain the
ASHP system in order to maximise the revenue generated
through RHI payments.
Where the Approved Installer has succeeded in getting
Ofgem approval to its form of Assignment of Rights
Agreement, others may follow. However, with RHI
only to be payable in respect of installations that are
commissioned before 31 March 2022, time is against
any competitors that are seeking to encourage Housing
Associations to install low carbon heating in large
numbers of their housing stock.

Engaging with the Opportunity
We would encourage any Housing Associations that are
considering the installation of ASHPs at their residential
properties (or have considered the installation of ASHPs
in the past but have not proceeded with those plans) to
investigate whether the Approved Installer’s proposal is a
good fit for their particular project. This will obviously be
subject to all the relevant technical, financial and legal
advice. We would be pleased to make an introduction to
Approved Installer if required.
Ashfords has advised on a number of district heating and
low-carbon heating projects and we would be glad to
have an initial conversation before a Housing Association
embarks on such a project. We can also deal with the
legal aspects of any such scheme including negotiation
of all agreements necessary to progress such a project.
Please get in touch if you would like to have an initial
discussion.

Recently, though one business (Approved Installer) has
obtained approval from Ofgem for its assignment of rights
agreement to be used for applications for RHI where the
low-carbon heat source serves more than one residential
property. The Approved Installer’s areas of expertise
relate to the installation and maintenance of air source
heat pumps (ASHPs) as the low-carbon heat source.
This new form of assignment of rights agreement has
the potential to unlock investment in renewable and
low-carbon heating sources for Housing Associations,
especially for those projects where an ASHP is proposed
to provide low carbon heating for two or more residential
properties.
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