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14.

RENEWABLE HEAT INITIATIVE

LINES TO TAKE:
•

I am fully aware of the emerging financial pressures within DETI relating
to this initiative and I agree with the ETI Minister’s decision to close the
scheme with immediate effect.

•

The significant spike in applications to the scheme in recent months will
create a significant financial pressure of circa £30 million in 2016-17
financial year. This pressure was not factored into the Executive’s budget
for that year and it is therefore a pressure upon the NI Block.

•

I welcome the ETI Minister’s decision to commission an audit
investigation into the scheme. The public needs reassurance that this
scheme was managed in a legitimate manner.

•

My officials have not retrospectively approved the business case for the
non domestic scheme (covering the period April 2015 to November
2015). This will result in irregular spend and the NI Audit Office have
therefore been informed.

Background
1.

Successful Domestic RHI applicants receive an upfront payment of up to
£3,500 (depending on the technology) along with 7 annual tariff
payments based on the heat requirements of the property.

Annual

payments are typically around £1,200 but are capped at a maximum of
£2,500. Uptake of the Domestic RHI scheme has increased steadily
(c.700 applications since the scheme was introduced).
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2.

The Non Domestic RHI scheme on the other hand involves 20 years of
annual tariff payments based on the metered heat usage of the business.
Tariffs are dependent on the type and size of technology.

To date,

average annual payments have been around £24,000. The Non Domestic
scheme therefore involves much larger and longer financial commitments
than the domestic scheme.

3.

The increase in applications means that over 6% of NI’s total heating
needs are estimated to be provided through renewable technologies. The
PfG target of 4% renewable heat by 2015 has been exceeded and we
would be well on track to reach the 10% target set for 2020. However,
this success comes at a price. Total expenditure for both RHI schemes in
2015/16 is now forecast to exceed £30m. Even if no new applications are
received in 2016/17 (i.e. both schemes are closed by 31/3/16), forecast
RHI expenditure in 2016/17 is expected to be around £45m.

4.

This creates significant budgetary pressures over and above the available
AME budget cover for at least the next 5 years and, given the nature of
the existing 20 year contracts, could extend far beyond the next budget
period even if there are no new applications after the end of this financial
year. Forecast costs in 2016/17 would be higher but would diminish over
time i.e. if the scheme is closed to new applications the forecast costs
would remain static but the HMT budget would rise therefore reducing
the scheme overspend from around £27m in 2016/17 (latest estimate) to
around £11m by 2020/21 (though if there are more applications than
currently projected the additional costs could be around £33m in
2016/17). This, of course, all assumes that there are no further application
spikes in anticipation of scheme closure.

Received from DoF on 05.05.17
Annotated by RHI Inquiry

