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From:
To:
Subject:
Date:

Scott, Michelle
Scott, Michelle
FW: RHI
23 February 2017 20:59:34

From: Brennan, Mike
Sent: 11 December 2015 15:29
To: Scott, Michelle; McGuinness, Jeff
Cc: Morelli, Emer; Jakobsen, Peter
Subject: RE: RHI

Michelle – thanks for this –very helpful.
Content for you to send on to Jon D in HMT (if Jeff has not already done so)
M
From: Scott, Michelle
Sent: 10 December 2015 17:18
To: McGuinness, Jeff
Cc: Brennan, Mike; Morelli, Emer; Jakobsen, Peter
Subject: RHI

Jeff
As agreed at the meeting on Tuesday with HMT, I have pulled together the attached brief on RHI
funding – which draws on the points made by DETI in their defensive briefing.
I am happy to send this directly (it has been cleared by Emer), however you had mentioned a
timing issue in respect of the settlement letter.
Michelle
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From:
To:
Subject:
Date:
Attachments:

Scott, Michelle
Scott, Michelle
FW: Renewable Heat Incentive
24 February 2017 09:45:44
Supply - DETI - RHI funding issue brief to HMT.tr5
Supply - DETI - RHI funding issue brief to HMT.DOCX

From: Scott, Michelle
Sent: 11 December 2015 16:15
To: Millar, Angela (DFP); Benton, Sarah
Subject: FW: Renewable Heat Incentive

Just for info – Mike and Emer cleared this for transmission to HMT. All we can do now is wait
and see – however given the RDEL pressure in 2016-17 and the budget timetable we would
really need to have an answer on this next week
M
From: Scott, Michelle
Sent: 11 December 2015 16:12
To: 'Jon.donaghy@hmtreasury.gsi.gov.uk'
Cc: Brennan, Mike; McGuinness, Jeff
Subject: Renewable Heat Incentive

Jon
At our meeting on Tuesday I agreed to send through a high level note setting out the background
to the NI RHI and the current funding issue iro the SR announcement – this is attached.
Happy to chat through any of the issues
Michelle

Michelle Scott
Supply Officer (DETI, DARD & OFMDFM)
Public Spending Directorate
028 9185 8089
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NI Renewable Heat Incentive Scheme
•

As part of the 2010 Spending Review, £860m was made available to support
the GB Renewable Heat Incentive scheme. £25m was made available to NI
over the same period to be used to incentivise the use of renewable heat.

•

In response to this allocation, DETI introduced the Non-domestic RHI
scheme in November 2012 and the full domestic RHI scheme in December
2014.

• The NI and GB RHI schemes are different schemes targeting different heat
markets, however both schemes contribute to the UK renewable energy
target.
• The NI heating market is 70% reliant on oil whereas GB is almost 70% reliant
on gas. Despite the current drop in oil prices, there should be much more
scope in NI to switch households and businesses to renewable heating
technologies. Oil is also a dirtier fuel than gas and generates much higher
emissions. The NI scheme should therefore deliver higher benefits in terms of
CO2 savings and resources should be applied to secure these higher
benefits.
• Low levels of uptake with NI Non-domestic RHI scheme initially led to a £15m
underspend during the 2011-2015 period. When the full domestic scheme
was introduced in 2014, DETI undertook promotion work to increase uptake
across both schemes.
• A significantly higher level of uptake during the last 12 months has resulted in
the NI Non-domestic scheme outperforming the GB scheme from a heat
generation perspective.
• The latest Ofgem figures at 30 September 2015 show that, to date, 167 MW
of renewable heating has been incentivised under the NI Non-domestic RHI
scheme. This equates to 6.7% - 8.3% of GB capacity1.
Funding
• The funding arrangements for the RHI were not clearly or consistently
communicated throughout the last SR period.

1

Range given based comparing current NI figures with latest GB figures (higher end) and (estimated up to date
GB figures (lower end).
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• The most detailed discussion we can locate is an AME profile set out for DETI
in an email from the HMT Energy Branch. In his email (15 April 2011), Jon
Parker stated the NI scheme would need to follow the AME profile as much as
possible, and there would be a risk sharing arrangement put in place for
expenditure above the AME allocation. This risk sharing arrangement
involved changes to the scheme to repay overspends in future years along
with a small proportion (suggested to be around 5%) of future savings to be
funded from DEL.
• The proposed cap signalled as part of 2015 SR represents a significant
change in the arrangement set out above and would result in a considerable
funding gap for the RHI going forward. Latest figures demonstrate that
existing commitments made through the scheme will cost £44m – and these
commitments will run for twenty years. It must also be acknowledged that a
2.98% share of DECC funding does not recognise our different energy market
or the higher contribution NI is making to the renewable energy target.
• If future NI RHI AME allocations were based on 6.7% of GB allocations this
would fund existing commitments going forward. It would still likely mean
closing or suspending both schemes during 2016/17 but would enable
restricted support for new installations to start being made available again in
2017/18. An 8.3% allocation would provide more options for earlier support
for further new installations.
AME Allocations
£m

Estimated reduced DECC AME allocation
Proposed HMT NI allocation
NI Allocation at 6.7% of DECC

2

15/16
430
?
28.8

16/17
640
18.3
42.9

17/18
780
22.3
52.26

18/19
900
25.7
60.3

19/20
1010
28.9
67.67

20/21
1150
?
77.1

• Had DETI been given advance warning that this absolute cap would be
introduced in 2016-17, the Domestic RHI scheme would not have been
introduced at the end of 2014 and no marketing or promotion activity would
have been undertaken in 2015.
• Legislative changes were made to the NI Non-domestic RHI on 18 November
2015, which reduced the tariff for Biomass installations (the key driver of
demand) as well as introducing a two-tiered approach with a lower tariff
payable for heat generated over a set threshold. There was a legal
2

Reduced DECC budget provided by Ofgem.
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requirement to consult in advance of introducing these changes and a
considerable increase in applications was experienced immediately prior to
the tariff reduction.
• DETI did engage with DECC in the run up to these legislative changes,
however DECC officials were unaware of the changes to be introduced as
part of SR 2015.
• It is on this basis that we contend that a cap on NI RHI expenditure based on
a simple population calculation is inappropriate as it does not recognise the
different energy markets, the contribution NI is making to the renewable target
or the funding arrangements outlined previously.
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