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About Community Energy England: We are the national membership body for
the community energy sector in England. Our vision is of a thriving community
energy sector integrated into and truly powering a fair, zero-carbon energy
system. Community energy refers to the delivery of community-led renewable
energy, energy demand reduction and energy supply projects, whether wholly
owned and/or controlled by communities or through partnership with

commercial or public sector partners.

Section 1: Warm Homes Fund strategic case, aims and scope

Strategic Case

The features of government loans and equity investment

Question 1: Do you agree with our assessment of the strategic opportunities, challenges and risks
presented by warm homes financial transactions? Please provide evidence to support your response.

The call for evidence does not provide space for an executive summary, so we set out a
short summary of our overall response here, before answering this question.

Summary of our response

Our central argument is that the Warm Homes Fund should not be designed as a
conventional finance vehicle focused purely on financial returns. To succeed, it must
recognise community energy as both a source of capital and a proven delivery

infrastructure. Three major themes run through our response.

1. Community energy is the proven delivery infrastructure the Fund needs to achieve its
aims. Finance alone will not deliver the Fund's aims. Trust, engagement and reach are
crucial. The evidence is now strong. Independent, community-rooted advice consistently
outranks government and supplier sources on trust, and community organisations are the
most trusted institutions to deliver positive change. Likewise, 62% would back a
community-owned renewable project in their area, against just 40% for a privately-owned

one. That trust translates directly into delivery. Community-badged advocates generated
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4.5 times the referrals of British Gas agents doing identical work. Community-organised
events drew five times the attendance of equivalent local authority ones. The result is lower
acquisition costs, faster uptake, and access to the households that commercial models walk
away from. This trust differential is real, evidenced, and material to whether the Fund's
other aims are achievable. It also offers better value for money: when public finance is
invested alongside citizen-raised community shares or bonds, each £1 of public money
goes further than direct procurement can. The public gets more for its money, and

communities get a stake in the result.

2. Social value should count as a return. Projects should be judged partly on Social Value
Return on Investment (SROI), not just financial return. Community energy fuel poverty work
has been independently assessed at £9-£34 of social value for every £1 spent, depending
on the intervention. The wider returns are larger still: poor housing costs the NHS over
£1bn a year, and tackling cold homes is one of the highest-return interventions open to
local authorities, at 17:1. Community energy also keeps value in the local economy: in 2024
the sector contributed £24.5m to local economies, recycling surpluses into further
community benefit rather than flowing out of the area. This SROI justifies concessional

finance and blended funding models.

3. Do not split generation from retrofit. Many community energy projects combine
generation, storage, retrofit, flexibility and heat. But the generation element is funded
through the Local Power Plan, while retrofit, flexibility and heat sit within the Warm Homes
Plan and DESNZ — on separate timetables and through separate processes. Forced to
assemble funding from each separately, integrated projects can fail to get off the ground.
We urge DESNZ and Great British Energy to align these routes, so community

organisations can access finance for what is, in practice, one body of work.
These themes carry through to our specific recommendations:

e Finance for low-income households. Direct retrofit loans should not be the default
for fuel-poor households, who may be unwilling or unable to take on debt. Instead,
finance should flow to trusted community energy organisations and intermediaries
that deliver retrofit, advice and energy services without requiring households to take
on personal debt. It should also fund the remedial repairs that unlock grant-funded
retrofit, and the local advice infrastructure these households depend on.

e Blended finance and a portfolio approach. The Fund's return requirement is best
met at portfolio level across the Warm Homes Plan, not by requiring every project to
generate a commercial return. That means blending repayable capital with grant for
high-social-value activities such as advice and engagement. Grant is also needed for
the early-stage feasibility work and core staff capacity that community-led projects

need before they are investable.



e Eligibility and scope. We urge DESNZ to work with HM Treasury, GB Energy and
other departments to use consistent definitions of community energy across all
government schemes, so that organisations face one set of rules rather than several
and "community" labelling cannot be claimed by commercial projects. Community
energy eligibility should be tied to recognised legal forms, together with a
demonstrable local community membership and benefit test, consistent with the
draft definitions developed by CEE and Community Energy London and shared with
DESNZ. The Fund should prioritise small VCSE organisations and community
buildings, which are often excluded by existing products. It should be designed so
that community energy organisations are not merely eligible but actively enabled as
delivery partners for non-domestic sites such as schools, NHS buildings and places
of worship.

e Heat and cooling. The Fund should support community-scale shared ground loops
and community-owned heat networks, addressing the "heat gap" between
individual heat pumps and large commercial networks. With the Climate Change
Committee warning that 92% of homes are likely to overheat by 2050 without
action, Fund-supported infrastructure should where possible deliver cooling as well

as heating.
Our assessment of the strategic opportunities, challenges and risks

Community Energy England (CEE) welcomes the Warm Homes Fund and broadly agrees
with the strategic opportunities set out in the call for evidence — particularly the
recognition that PSNFL reform creates space for government investment at scale, and the
explicit inclusion of community energy and community buildings within the Fund's intended

scope.

That said, the assessment as presented is heavier on opportunities than on the risks and
challenges of using financial transactions as the primary vehicle, and we suggest three
areas where the analysis would be strengthened. Each affects how the Fund should be

designed if it is to deliver against the Warm Homes Plan's broader aims.

An incomplete picture of the opportunity. The assessment focuses on Public Financial
Institutions, institutional capital and commercial co-investment as the primary leverage
mechanisms for Fund finance. This is reasonable as far as it goes, but it underplays two
additional pools of capital that the Fund is well placed to mobilise.

The first is community investment. UK households already invest substantial sums directly
into community energy projects through share offers and bonds. CEE's State of the Sector
2025 records £24m of new investment secured by the community energy sector in 2024 —
including £8.3m raised through community shares and bonds. Energy4All has raised over

£100m through cooperative share offers across 35 community energy organisations:


https://energy4all.co.uk/

https://fenergy4all.co.uk/ Repowering Finance — a Community Benefit Society created by

Repowering London, drawing on their 10 years of experience developing and managing
community-owned low-carbon assets — provides upfront capital to community energy
projects, held in trust until the local community group can raise capital through share offers

to buy the assets: https:/www.repowering.org.uk/repowering-finance/ Warm Homes Fund

finance channelled through these intermediaries does not just deploy public capital — it
catalyses community capital that would otherwise stay in pension funds, savings accounts,

or be invested via mainstream products that include continued exposure to fossil fuels.

The second is the substantial institutional capacity already present in the community
energy sector. CEE represents over 340 organisations across England, part of a UK sector of
614 organisations with 411 MW of community-owned generation, 4,677 volunteers
working alongside paid staff, and a documented pipeline of generation, flexibility and
retrofit projects. This is delivery capacity the Fund can flow into immediately — it does not
need to be built from scratch. Full data in our State of the Sector 2025 report:
https://communityenergyengland.org/wp-content/uploads/2025/10/Community-Energy-Sta
te-of-the-Sector-2025-report.pdf

Challenges that warrant more weight. The March 2025 Barriers to Community Energy
Projects government response identified poor or uncertain returns, alongside skills
shortages and a narrow fiscal understanding of "return", as central blockers to community
energy at scale:
https:/www.gov.uk/government/calls-for-evidence/barriers-to-community-energy-projects/

outcome/barriers-to-community-energy-projects-government-response Those barriers are
not incidental to the Fund's design — they are operative on its delivery. We would highlight

three in particular.

First, the Treasury's current definition of "return" recognises only fiscal return, not Social
Value Return on Investment (SROI), under Green Book and PSNFL frameworks. Much of the
community energy sector's most impactful work — fuel poverty advice, place-based
engagement, retrofit one-stop-shops, support for community buildings without trading
income — generates substantial SROI but limited or no financial return. As we set out in our
responses to Q66, Q68 and Q69, the evidence is now substantial: Bristol University's
evaluation of community energy fuel poverty work shows £9-10 of social benefit for every
£1 spent
(https:/www.bristol.ac.uk/media-library/sites/law/research/Nolden%20et%20al.%20BLRP
%20N0.9%202%202021.pdf), the NHS Confederation's Pathway to Prevention identifies

addressing cold homes as one of the three highest-return interventions available to local

authorities, with a 17:1 return

(https:/www.carnallfarrar.com/wp-content/uploads/2024/10/Pathway-to-prevention-CF.pd
f), and BRE finds that poor housing costs the NHS over £1bn a year in first-year treatment
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costs alone, and that £9bn invested in remediating England's poorest homes would
generate £135.5bn in societal benefits over 30 years, including £13bn in NHS savings
(https:/bregroup.com/reports/the-cost-of-ignoring-poor-housing). Without explicit
recognition of SROI as part of the value calculation, the Fund's PSNFL constraint will
narrow project selection to a band of activity with conventional financial return — missing
the much larger portfolio where the social value justifies a concessional rate. The Energy
Demand Research Centre's March 2026 policy brief Valuing the multiple benefits of local
authority climate action in the UK (Lait, Foxon, Higgins-Lavery and Sudmant:
https./www.edrc.ac.uk/wp-content/uploads/2026/03/Valuing-the-multiple-benefits-of-loc

al-authority-climate-action-in-the-UK.pdf), drawing on the underlying study published in

Energy Research & Social Science (Lait, Foxon, McLachlan and Sudmant, 2026,
131:104516), and the peer-reviewed February 2026 study of Bristol City Leap's social
value framework (Bird, Melville, Nicholls and Nolden, Energy Research & Social Science
133, 104571: https:/doi.org/10.1016/j.erss.2026.104571) both set out frameworks for how

social value can be operationalised in net zero procurement and finance.

n.n

Second, inconsistent definitions of "community energy", "community energy organisations"
and "community energy projects" across government schemes create real operational risk
for the Fund: eligibility decisions will diverge between LPP, Warm Homes Fund, Warm
Homes: Local Grant, DfE programmes and PSDS, and community organisations will face
inconsistent assessment for what is in practice the same body of work. CEE has worked
closely with Community Energy London and other partners on draft definitions tying
eligibility to recognised legal forms (community benefit society, co-operative society,
charitable incorporated organisation, community interest company limited by guarantee)
together with a community membership and benefit test. These have been shared with
DESNZ.

Third, many of the most impactful community energy projects are integrated programmes
of generation, retrofit, flexibility and heat. Under current arrangements, the generation
element is funded through the Local Power Plan via Great British Energy while retrofit,
flexibility and heat sit within the Warm Homes Plan and DESNZ. As CEE's Head of Policy
and Advocacy has written to the Energy Minister, "if those multi-technology projects have
to source development funding for the generation element from GBE and the heat and
retrofit and flexibility (etc, etc) from DESNZ or other sources, with different requirements
and timetables, they are likely to fall between the stools and fail to get off the ground." A
coordinated funding approach — with a "one-stop shop" for community organisations to
access integrated finance for what is in practice one body of work — should be a design

priority for the Fund.

Risks that warrant more weight. The Fund is being designed primarily as a vehicle for

repayable finance, with the implicit assumption that well-priced finance will drive uptake.
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The Green Deal demonstrated the limits of that assumption. Jan Rosenow's post-mortem of
the Green Deal makes clear that loans alone, however well-priced, do not drive uptake
without trust, advice and the infrastructure of support around the household:
https://www.janrosenow.com/uploads/4/7/1/2/47 12328/eers_paper.pdf Citizens Advice's

June 2025 Consumer Attitudes to Retrofit report (based on a nationally representative

YouGov survey of 10,698 homeowners) finds that anxieties around the reliability of
tradespeople and what happens when things go wrong are among the most significant
barriers to uptake, and that independent and community-rooted advice consistently
outranks government and supplier-provided information on trust:

https://www.citizensadvice.org.uk/policy/oublications/consumer-attitudes-to-retrofit-examin

ing-the-barriers-and-motivators-for/ Government-commissioned DECC research found that

door-to-door advocates trained and badged by Plymouth Energy Community generated 4.5
times the referrals of British Gas agents doing the same work
(https:/drive.google.com/file/d/15XZHHv3srQXgvzMH 1sBnlBSfWgWd3s0W/view).

Three further risks warrant flagging here that the assessment touches on only lightly.

Mis-selling risk. Where finance is not accompanied by high-quality independent advice, the
Fund could finance retrofit measures that are not the right choice for the household, the
property or the situation — a risk well documented in the Green Deal experience and in the

recent retrofit failures examined by the ESNZ Committee.

Inappropriate debt for low-income or fuel-poor households. These households should not
be asked to take on debt to fund retrofit. The Fund should explicitly carve out a route where
blended grant covers retrofit for low-income households, with the repayable element
servicing the revenue-generating elements of integrated programmes (community-owned

generation, flexibility, energy-as-a-service).

Reach. Commercial finance and commercial delivery models risk underserving households
that are hardest to treat, hardest to reach, and least profitable to serve — which are the
households the Warm Homes Plan most needs to reach. Without explicit recognition of
community-led delivery partners as the route into these households, the Fund risks
deploying capital effectively into the easier-to-reach segment while missing the
populations where the social value return is highest. We expand on this in our response to
Q66.

The Fund's structural requirement to generate a return is best met at portfolio level across
the Warm Homes Plan, not project-by-project. Many of the most socially valuable
community energy activities do not generate financial returns sufficient to service debt at
standard rates. Trying to force every project to do so would narrow the Fund to a sliver of
the pipeline. An alternative mechanism — which we set out in detail in our response to Q68

—is to blend Warm Homes Fund financial transactions capital with grant funding from
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elsewhere in the Warm Homes Plan, so that the overall Plan-level mix returns capital and
meets PSNFL requirements while still reaching the high-SROI activities that commercial
capital cannot price. We urge DESNZ to design the Fund around this portfolio-level logic
from the outset, and to ensure that grant-funded elements of the wider Warm Homes Plan

are explicitly available alongside Fund finance for community-led delivery.

Question 4: How should the Warm Homes Fund ensure that it includes an offer suitable for those on low
incomes? Any information on specific models is encouraged.

We welcome the commitment to allocate up to £600m of the Warm Homes Fund to
support low-income households — the financial-transactions layer that complements the
£4.4bn of direct capital grants in the Warm Homes Plan — and the recognition in the call
for evidence that funding models for this segment may need to "minimise additional
repayment obligations that may be unsuitable for households facing existing debt and
financial vulnerability". The design question that follows is what shape that £600m should
take. For most low-income and fuel-poor households, the Warm Homes Fund's primary
contribution will not be direct lending to the household at all — it will be lending to the
organisations and infrastructure that deliver retrofit, advice and energy services to those
households, and blending Fund capital with grant from elsewhere in the Warm Homes Plan

to make the maths work for the people the Plan most needs to reach.

Direct retrofit loans to low-income households should not be the default model. The
reasons are well documented and have been confirmed repeatedly in fuel poverty research,
including in the Bristol University evaluation of community energy fuel poverty work
referenced in Q1, Q66, Q68 and Q69. Households in fuel poverty or on low incomes are
typically risk-averse about taking on debt; often carry existing debt or have poor credit
profiles that exclude them from conventional finance; and frequently self-disconnect or
ration heating. This means the bill savings from retrofit measures do not materialise as cash
available to service debt — they materialise as increased comfort and warmth, which is the
right outcome but which leaves the loan unserviceable. The Green Deal demonstrated the
limits of pushing loans onto households for whom the underlying arithmetic does not work:
Jan Rosenow's post-mortem makes the lesson clear
(https:/www.janrosenow.com/uploads/4/7/1/2/4712328/eers_paper.pdf). Where finance

offered to low-income households is not aligned with their actual financial reality, it does

not drive uptake; it suppresses it, and where it succeeds it can do active harm.
Three uses of the £600m where repayable finance can work well.

First, 0% or near-0% loans to fund remedial repairs that unlock grant-funded retrofit. CEE
members and partners regularly encounter low-income households in the
worst-performing properties whose homes are in such poor condition that they cannot be

referred through to grant-funded retrofit until repairs to roofs, pointing, guttering or
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remediation of damp have been completed. These households cannot fund this work
themselves and are excluded from grant-funded retrofit pathways as a result. A 0%
interest loan product, with conservative underwriting that genuinely tests serviceability and
underwritten against the social value return (66 and Q68 set out the evidence), would
unlock significant numbers of homes into existing grant-funded retrofit schemes. Lendology
operates a related model — secured lending that transfers to new owners on property sale,
allowing it to lend to customers with poor credit ratings — that demonstrates the broader

principle: https:/www.lendology.org.uk/

Second, finance to community energy organisations and other trusted intermediaries to
deliver retrofit and energy services where the household does not take on debt. This is
the model set out in our response to Q68. Warm Homes Fund finance flows to the delivery
organisation against project revenues (generation income, flexibility market revenues,
energy efficiency savings) and the social value return; the organisation services the finance
from those revenues; and low-income households receive retrofit, low-carbon technology
installation and ongoing energy support without taking on personal debt. This model is the
central architecture for reaching low-income households at scale through community
delivery, and the £600m allocation would be better deployed as concessional senior debt

to delivery organisations than as direct lending to households.

Third, finance for the infrastructure of trusted local advice and engagement — one-stop
shops, energy cafés, fuel poverty advice and referral services. These are the activities that
make every other element of the Warm Homes Plan actually reach low-income households.
They generate substantial Social Value Return on Investment but limited or no financial
return, and so depend on blended grant alongside any repayable element. As set out in
Q66, Q68 and Q69, the evidence is now substantial: the University of Bristol's evaluation of
community energy fuel poverty work shows £9-10 of social benefit for every £1 spent
(https:/www.bristol.ac.uk/media-library/sites/law/research/Nolden%20et%20al. % 20BL RP
%20N0.%202%202021.pdf); the NHS Confederation's Pathway to Prevention identifies

addressing cold homes as one of the three highest-return interventions available to local

authorities, with a 17:1 return

(https:/www.carnallfarrar.com/wp-content/uploads/2024/10/Pathway-to-prevention-CF.pd

f); and BRE finds £9bn of investment in remediating poor housing would generate
£135.5bn in societal benefits over 30 years, including £13bn in NHS savings

(https:/bregroup.com/reports/the-cost-of-ignoring-poor-housing). These returns justify the

£600m being used predominantly to blend with grant, with the grant element ensuring
that bill savings, where they do materialise, accrue to the household as comfort and

resilience rather than being captured by debt servicing.

What "an offer suitable for those on low incomes" actually looks like in practice. A

useful illustration: South East London Community Energy (Selce) worked with Irene, an
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unemployed Woolwich resident with £10 in the bank, no food in the fridge, multiple chronic
health conditions and a 40-year-old boiler in a draughty home. Through one-to-one energy
advice, Selce secured her Warm Home Discount (£140/year), Watersure Plus (£220/year),
an energy supplier switch (£357/year), behavioural and light-measure energy efficiency
interventions (£150/year), and the Council Tax benefit element of Universal Credit she
hadn't been claiming (£800/year) — together amounting to £1,667/year in value, alongside
a new boiler referral, Priority Registration Scheme registration, smoke alarms and a
vibrating fire-alert pillow for Irene's hearing loss. This is not work that finance, by itself, can
deliver. It depends on the existence of community organisations with the local trust, the
trained advisors, and the time to do this work properly. The Warm Homes Fund's most
important contribution to low-income households is to make sure those organisations exist,
are funded, and are scaled.

Trust matters disproportionately for low-income and vulnerable households. Citizens
Advice's June 2025 Consumer Attitudes to Retrofit report (based on a nationally
representative YouGov survey of 10,698 homeowners) finds that anxieties around the
reliability of tradespeople and what happens when things go wrong are among the most

significant barriers to uptake, particularly for households who can least afford things to go

ing-the-barriers-and-motivators-for/ As set out in Q66, government-commissioned DECC

research found that door-to-door advocates trained and badged by Plymouth Energy
Community generated 4.5 times the referrals of British Gas agents doing the same work.
For the low-income segment specifically, community-rooted delivery is not just preferable

— it is often the only model that reaches the households at all.

The £600m sits alongside the further £1.4bn allocated to consumer loans — the two
together making up the £2bn consumer-loans allocation — the £4.4bn of grant funding for
direct capital grants to low-income and fuel-poor households, and the £2.7bn for the Boiler
Upgrade Scheme. To deliver effectively for low-income households, these need to be
designed as one coordinated offer, not four parallel ones. Coordination with Warm Homes:
Local Grant, the Boiler Upgrade Scheme (which our Heat and Retrofit Working Group has
recommended should be targeted with an off-gas uplift, and where grants for
lower-income households should be increased to up to £15,000 to enable fully funded
installations), the Energy Company Obligation, the Public Sector Decarbonisation Scheme
and DfE's £710m Renewal and Retrofit Programme is the design challenge. We urge
DESNCZ to treat the £600m as part of that coordinated package, with community energy
organisations and trusted local intermediaries explicitly recognised as delivery partners

across all of them.
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Potential aims, scope and eligibility
Aims

Question 5: Do you agree with the proposed overarching aims of the Warm Homes Fund? Please provide

evidence to support your answer.

We support the proposed aims to reduce consumer energy bills and accelerate
decarbonisation, and we welcome the explicit focus on bringing down costs and scaling
deployment. As drafted, however, the aims describe a supply-side intervention into the
building upgrade supply chain, and we would urge DESNZ to broaden them in three
respects. Each addition is designed to make the Fund more likely to achieve the outcomes
the wider Warm Homes Plan is reaching for, rather than to add scope for its own sake.

Recognise the demand side as well as the supply side. The binding constraint on retrofit
uptake in the UK has rarely been the cost of installing measures — it has been households'
willingness and ability to commission them. The Green Deal's failure is the clearest
evidence of this: supply-side capacity and a finance product were both in place, and uptake
was negligible because the demand-side architecture (trusted advice, navigation, after-care,
and reassurance about what happens when things go wrong) was missing. Citizens
Advice's 2025 Consumer Attitudes to Retrofit report, based on a nationally representative
YouGov survey of 10,698 homeowners, identifies anxieties about reliability of tradespeople,
disruption, and the absence of trusted independent advice as among the most significant
barriers to uptake:

https://www.citizensadvice.org.uk/oolicy/oublications/consumer-attitudes-to-retrofit-examin

ing-the-barriers-and-motivators-for/ The aim should acknowledge that financing the

demand-side infrastructure — the advisors, navigators, one-stop shops and trusted
intermediaries that convert latent willingness into installed measures — is at least as
important as financing the supply-side capacity to deliver them. As set out in our responses
to Q1, Q4, Q66 and Q68, community energy organisations are a structurally well-placed

delivery channel for this work, and the Fund's aims should be drawn to include them.

Add an explicit social value return alongside financial return. The Fund is bound by the
Financial Transactions Control Framework to generate a return on capital, and we
understand the fiscal logic of that constraint. But the Green Book has been undergoing
reform precisely because confining "return" to narrow financial measures consistently
undervalues the kinds of intervention that produce the largest gains in health, productivity,
energy bill resilience, local economic multipliers and community agency. The Energy
Demand Research Centre's March 2026 policy brief Valuing the multiple benefits of local
authority climate action in the UK (Lait, Foxon, Higgins-Lavery and Sudmant) identifies
eighteen quantitative and ten mixed-methods approaches now in use for monetising these

co-benefits:
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https://www.edrc.ac.uk/wp-content/uploads/2026/03/Valuing-the-multiple-benefits-of-loc
al-authority-climate-action-in-the-UK.pdf Community-delivered fuel poverty programmes

have been independently assessed at £9-10 of social return for every £1 invested (Nolden,
Rossade and Thomas, University of Bristol, 2021:
https.//www.bristol.ac.uk/media-library/sites/law/research/Nolden%20et%20al.%20BLRP%
20N0.96202%202021.pdf); Cosy Kingdom, a community-led energy and debt advice

partnership in Fife, has been assessed at £34 of social return per £1 invested (Improvement
Service, 2024:
https:/www.improvementservice.org.uk/ _data/assets/odf file/0023/55823/Cosy-Kingdom-
SROI-Analysis.pdf). The Fund's overarching aims should explicitly recognise that a project

producing a lower financial return but a high verified social return is delivering against the

Plan's purpose — and should be eligible for finance on that basis. Without this, the Fund
risks defaulting to the highest-financial-return projects, which are systematically not the

ones the Warm Homes Plan most needs to reach.

Add an explicit reach aim. The aims as drafted are silent on which households the Fund
needs to reach. Commercial finance and commercial delivery models will gravitate toward
easier-to-treat, easier-to-reach segments — owner-occupiers in better condition properties
with good credit profiles. The households the Warm Homes Plan most needs to reach —
those in fuel poverty, in private rental, in mixed-tenure terraces, in harder-to-treat
properties, in communities with low trust in mainstream institutions — are systematically
the ones commercial models underserve. An explicit reach aim, sitting alongside cost
reduction and decarbonisation, would orient the Fund toward delivery channels that can
reach these households at acceptable acquisition cost. As set out in Q66,
government-commissioned research has found that door-to-door advocates trained and
badged by community energy organisations generated 4.5 times the referrals of British Gas
agents doing the same work; the trust differential is real, evidenced, and material to

whether the Fund's other aims are achievable.

Coordination with the wider Warm Homes Plan. The aims should make explicit that the
Fund operates as one part of a coordinated £15bn Warm Homes Plan, not as a standalone
instrument. The Fund's repayable finance, the £4.4bn of direct capital grants for
low-income households, the £2.7bn for the Boiler Upgrade Scheme, the £1.1bn for heat
networks, the £1.1bn for remaining Plan-wide programmes and the £2bn already allocated
to consumer loans need to be designed and deployed as a single coordinated offer. Aims
framed at Fund level alone risk pulling the Fund away from this coordination logic and
toward instruments that look financially viable in isolation but fragment the wider Plan's

delivery on the ground. We expand on this point in our responses to Q1, Q4 and Q68.
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Scope

Question 11: Should government focus non-domestic funding on one or more of the following groups:

e A) Voluntary, Community, Social Enterprise Sector (VCSEs)
e B) Small and Medium Businesses (SMEs)

e () Hospitality and Retail Sector

e D) Other non-domestic sectors

We would prioritise (A) Voluntary, Community, Social Enterprise Sector (VCSEs), with two

important refinements to how that category should be drawn.

The first is that the VCSE label, taken at face value, is too coarse to design financial
products against. The sector ranges from sub-£20k turnover village halls run entirely by
volunteers to multi-million pound social enterprises with paid finance and asset
management teams. NCVO data finds that micro and small organisations with revenue
below £100,000 make up around 80% of the VCSE sector:

https:/www.ncvo.org.uk/news-and-insights/news-index/uk-civil-society-almanac-2024/

This is precisely the cohort the current Energy Resilience Fund excludes: its £100,000
minimum turnover threshold, 12-year leasehold requirement, and 8.5% interest rate
combine to lock out the majority of the addressable market by design. Q67 sets out the
consequences in more detail. The first task for Warm Homes Fund non-domestic finance is
to bring the smallest VCSEs into scope, not to add another product targeted at the same

organisations the existing instruments already serve.

The second refinement is that community energy organisations are a distinct sub-set within
VCSE and should be explicitly named as eligible recipients in their own right. Community
energy organisations are listed elsewhere in the call for evidence as eligible (Q12 includes
"'community energy and retrofit projects"), but the framing of Q11 risks rendering them
invisible inside a generic VCSE category. This matters because community energy
organisations are not only potential recipients of finance for their own building stock — they
are an established delivery vehicle for energy efficiency, generation, flexibility and retrofit
work in other community buildings, faith buildings, schools, leisure centres and small
businesses. CEE members already deliver solar and whole-building retrofit work into
schools, places of worship, sports clubs, museums, libraries, theatres and small business
premises, often using citizen-raised share capital and recycling surpluses into further
community benefit. Brighton Energy ran a successful ERDF-funded grant scheme between
2021 and 2023 providing 33 PV array grants of £25,000 each to SMEs in the South East;
Low Carbon Hub in Oxford has run similar ERDF programmes; both retain the compliant
processes that would let an equivalent Warm Homes Fund instrument flow through them
quickly. The 2025 report “The role of non-profit organisations in the provision of retrofit

services in England” found that recognising the added value of non-profit approaches in
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procurement, designing in seed finance and project management funding for VCSE delivery
partners, and extending non-domestic retrofit funding timeframes to ensure quality, would
all materially expand sector capacity:

https:/www.cse.org.uk/resource/access-report-of-non-profits-and-retrofit-services/

Within (A), we would therefore urge that the Fund's non-domestic eligibility and product
design explicitly recognises community energy organisations both as recipients in their own
right (for their generation, flexibility and community building portfolios) and as delivery
partners channelling finance into the wider VCSE estate. Definitions matter here:
community energy eligibility should be tied to recognised legal forms (community benefit
society, co-operative society, charitable incorporated organisation, community interest
company limited by guarantee) together with a demonstrable local community membership
and benefit test, consistent with the draft definitions developed by CEE and Community
Energy London and shared with DESNZ. This avoids the risk of "community" labelling being
claimed by commercial projects with minimal genuine community benefit.

On the other groups: (C) hospitality and retail, and (B) SMEs more broadly, have real and
growing finance needs as energy costs rise — we would not exclude them from
non-domestic funding altogether — but they sit further down the priority list than VCSE
and community buildings, which are uniquely exposed to bill volatility (community
buildings have no price cap protection and were reported by ACRE to have experienced
300-400% bill increases during the energy crisis:
https://acre.org.uk/wp-content/uploads/Rising-enerqy-prices-and-village-halls-ACRE-polic

v-briefing-Sept-2022.pdf) and which are most likely to use bill savings to support local

services and community benefit rather than passing them through to private returns. The
case for prioritising VCSE rests on this combination of acute exposure and high social value

of the savings.

Eligibility

Question 12: Do you agree with the proposed list of groups that the Warm Homes Fund may support and
are there any other groups which should be supported?

We support the inclusion of community energy and retrofit projects as a distinct category
alongside VCSEs in the proposed list, which is the right framing and consistent with our
response to Q11. We also support the inclusion of homeowners, landlords across tenures,
heat networks, small businesses and care homes. The list is, however, missing several
categories where community energy organisations have an established track record of

delivery using citizen-raised capital — and where the absence of explicit eligibility risks the
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Fund failing to reach important parts of the building stock that the Warm Homes Plan
needs to decarbonise.

Education buildings — schools, colleges and universities. Community energy
organisations have delivered solar and whole-building retrofit programmes across state
schools, academies, further education colleges and universities for over a decade, typically
using citizen-raised capital and recycling surpluses into community benefit. Two
organisations illustrate the scale already operating. Solar for Schools CBS, a community
benefit society and 2025 Community Energy Awards winner, has installed solar on more
than 220 UK schools, mitigated over 6,600 tonnes of COz, and delivered energy education
to over 115,000 pupils; it has raised approximately £9.3m across eight IFISA-eligible bond
offers on the Ethex platform (most overfunded, including the most recent which closed in
January 2026 at £2.46m against a £2m target: https:/www.ethex.org.uk/investments), with

over 80 further schools on its waiting list. Schools Energy Co-operative, a co-operative
society within the Energy4All federation and a 2018 Community Energy Awards winner,
has delivered solar installations on more than 80 schools and community sites across 22
English counties — from primary, secondary and SEN schools to FE colleges (including
Wiltshire College's Salisbury, Trowbridge and Lackham campuses), children's centres, a
children's hospice, a leisure centre, and Salisbury Cathedral:
https://schools-energy-coop.co.uk/projects/ Low Carbon Hub in Oxford and similar
organisations have delivered school-by-school programmes at scale. These projects deliver
both financial returns to investors and substantial social value returns to communities. The
DfE's £710m Renewal and Retrofit Programme to 2029-30 announced in the Education
Estates Strategy currently sits outside the Warm Homes Fund and Local Power Plan
frameworks, and as designed risks proceeding as a direct procurement programme — DfE
commissioning installers to put solar and retrofit measures on school buildings — without
leveraging the community delivery models that have demonstrably worked in this sector for
a decade:

https://www.qgov.uk/qgovernment/oublications/education-estates-strategy/education-estates

-strategy-a-decade-of-national-renewal That would be a substantial missed opportunity.
Where DfE capital is spent directly, every £1 buys £1 of measures. Where the same £1 is
deployed in partnership with community energy organisations, it can be blended with
millions of pounds of citizen-raised community share and bond capital — money that is
already flowing into this sector and oversubscribing offers, as the Solar for Schools and
Schools Energy Co-operative track records demonstrate — generating significantly more
total deployment for the same public-money outlay, and producing local community
benefit, energy education for pupils, and community buy-in that direct procurement cannot
match. We urge DESNZ to work with DfE to align the Renewal and Retrofit Programme
with the Warm Homes Fund and Local Power Plan, to use Fund finance to scale the

community delivery models already operating in this sector, and to include education
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buildings (state schools, academies, FE colleges and universities) within Q12's eligibility
list.

NHS and medical buildings. NHS estate decarbonisation is a substantial pipeline, and
community energy organisations have demonstrated capability delivering solar and retrofit
to GP surgeries, community health buildings and smaller NHS sites. There is also a wider
system case: the NHS Confederation's Pathway to Prevention identifies tackling cold homes
as one of the three highest-return interventions available to local authorities, witha 17:1
return

(https:/www.carnallfarrar.com/wp-content/uploads/2024/10/Pathway-to-prevention-CF.pd

f). Including NHS buildings in the eligibility list — and aligning the Warm Homes Fund with
NHS Net Zero Estates programmes — would extend Fund reach into a sector with high
decarbonisation need and a clear public-sector benefit case.

Places of worship and faith buildings. Faith buildings are a significant part of the
community building stock and are unevenly served by existing instruments. The Energy
Resilience Fund admits some religious organisations but excludes many on turnover or
tenure grounds (Q11 and Q67 refer). CEE members have delivered solar and energy
efficiency projects across churches, mosques and other places of worship, often working
with congregational fundraising and community share capital. Explicit inclusion in the

eligibility list would signal that this part of the addressable market is in scope.

Local and strategic authorities — as intermediaries. We note the footnote that LAs and
strategic authorities cannot be end recipients under government accounting rules, but can
"deliver financial transactions in their local area on behalf of central government." This is
consistent with the place-based, area-based delivery model we set out in Q68, and we
welcome it. To realise that potential, the Fund should explicitly enable LAs and combined
authorities to act as intermediaries channelling Warm Homes Fund finance to community
energy organisations, retrofit one-stop shops and place-based programmes in their areas.

The London Net Zero Neighbourhoods Programme, structured to deliver over 20,000

retrofitted properties over five years through a blended-finance facility documented in the
National Retrofit Hub's April 2026 Place-Based Retrofit in Practice guidance, illustrates

how this can work in practice:

veloping-a-place-based-retrofit-strateqy/

A definitional consistency point. As set outin Q11 and Q66, eligibility for community
energy organisations should be tied to recognised legal forms (community benefit society,
co-operative society, charitable incorporated organisation, community interest company
limited by guarantee) together with a demonstrable local community membership and

benefit test. CEE has worked closely with Community Energy London and other partners on
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draft definitions which have been shared with DESNZ. Using these definitions consistently
across the Warm Homes Fund, Local Power Plan, Warm Homes: Local Grant successor
programmes and the DfE Renewal and Retrofit Programme would avoid loopholes — for
example, commercial projects claiming "community" labelling — and avoid forcing
community energy organisations to navigate three or four different eligibility regimes for

what is, in practice, one body of work.

We also share the Centre for Sustainable Energy's concern, made in their parallel response,
that the breadth of the proposed eligibility list risks being operationally undeliverable
within a 2-3 year timeframe. Our suggestion is not that every category in the list should be
served by a bespoke product from day one, but that the eligibility list should be drawn wide
enough to include the categories above (which currently fall outside it), so that as Fund
instruments are designed and rolled out over the Plan period, the categories where
community energy organisations and other trusted intermediaries can deliver quickly are in

scope.

Section 2: Investing across the value chain

Section 2A: Owner-occupiers

Question 22: What are the barriers that affect the ability for social housing providers to invest in warm
homes upgrades? And how could the Warm Homes Fund support?

Social housing providers face a combination of balance sheet constraints, regulatory
pressures, and — critically — delivery and tenant engagement constraints that capital
alone does not address. The Warm Homes Fund can play a useful role in resolving the
financial constraints, but the most impactful design choices for the Fund are those that
recognise the non-financial barriers and the role community energy organisations can play
as delivery partners in resolving them. We address financial barriers, the role of grant-loan
blends and above-minimum incentives, the delivery and engagement constraints that have
repeatedly limited the Social Housing Decarbonisation Fund's outcomes, and the question

of new build versus retrofit in turn.

Financial constraints are real but partial. Housing associations carry substantial existing
debt against their stock and operate under rent restrictions that limit the income against
which further borrowing can be serviced — the Regulator of Social Housing's Rent
Standard 2026 caps annual rent increases at CPI+1% for social and affordable rent homes.
Local authority housing revenue accounts face similar constraints, with PWLB borrowing

capacity tested against rental income. At the same time, providers face competing claims on
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capital: the Building Safety Act compliance programme, Awaab's Law implementation,
Decent Homes Standard 2 (consulted on in 2025), repairs backlogs, and the cost of new
build supply. Social housing providers' capital budgets are already heavily committed.
Unless the Fund offers finance at meaningfully below commercial rates, the deeper retrofit
measures that go beyond what Warm Homes: Social Housing Fund grant already covers
will keep losing out to these competing priorities. We welcome the recognition in the call

for evidence that the Fund could play this role.

We propose a grant-loan blend, with the blend ratio set against tenant bill savings.
Above the WH:SHF grant element, social housing retrofit projects can in principle be partly
financed against the tenant bill savings the works produce — but only partly, because most
low-income tenants do not capture those savings as cash available to service landlord debt
(savings appear as warmer homes, reduced fuel poverty, less self-disconnection — all
desirable outcomes, but ones that do not transfer to the landlord's repayment capacity). A
blended product that combines grant from elsewhere in the Warm Homes Plan (Warm
Homes: Local Grant, WH:SHF successor instruments) with Warm Homes Fund repayable
capital, with the blend ratio set so the loan portion is serviceable from the part of bill
savings the landlord can capture (for example via energy services arrangements, shared
metering, or revenue-share arrangements with tenants), would extend the addressable
market substantially beyond what either grant or loan alone can reach. Our proposal, as set
outin Q1 and Q68, is that the Fund's return requirement is best met at portfolio level
across the Warm Homes Plan rather than project by project, with blended grant covering
the high-social-value activities that cannot service debt at standard rates.

Incentivising above-minimum standards. The Fund can usefully incentivise installations
that go beyond the WH:SHF Wave 3 specification — particularly integrated household
stacks that combine fabric upgrades, heat pumps, rooftop solar and battery storage. MCS
Foundation modelling of Future Homes Standard options finds that combining a heat pump
with solar PV and battery storage saves an average detached house up to £1,489 a year
compared with a heat pump without solar or storage, and that a 3-bed semi-detached
home built with solar PV saves nearly £39,000 over a 25-year mortgage:
https:/mcsfoundation.org.uk/wp-content/uploads/2024/09/MCSF-Future-Homes-Savings-
Report-FINAL.pdf Aggregated across a housing association's stock, those savings

transform both the tenant bill outcome and the asset value of the upgraded portfolio — and
create flexibility market revenues that can be shared between landlord, tenant and (where
present) community delivery partner. Finance structured to incentivise this integrated
approach, rather than the cheapest single-measure intervention that meets a minimum
standard, would deliver substantially more value for tenants and substantially better Warm

Homes Plan outcomes for the public money invested.

CEE Response:: Warm Homes Fund: innovative finance for investments and loans 17


https://mcsfoundation.org.uk/wp-content/uploads/2024/09/MCSF-Future-Homes-Savings-Report-FINAL.pdf
https://mcsfoundation.org.uk/wp-content/uploads/2024/09/MCSF-Future-Homes-Savings-Report-FINAL.pdf

Delivery and tenant engagement constraints are the binding limit on existing
programmes. Independent research by Carbon Co-op — Understanding Registered
Provider and Delivery Partner Experiences and Understanding Tenant Experiences, both
published in 2025 as part of the Energy Redress Scheme-funded Retrofit for All: Enabling
people-centred approaches in publicly funded retrofit schemes project — finds that historic
lack of trust between tenants and landlords, tenant refusals and withdrawals from
schemes, and schemes falling short of projected cost and carbon savings are key
challenges across SHDF programmes:

https://carbon.coop/portfolio/retrofit-for-all-enabling-people-centred-approaches-in-publicl

y-funded-retrofit-schemes/ DESNZ's own Social Housing Decarbonisation Fund Wave 1
Process Evaluation Report
(https:/www.gov.uk/government/publications/social-housing-decarbonisation-fund-wave-1
-evaluation) and the Greater Manchester Combined Authority WH:SHF Wave 3 Scheme
Guidance

(https:/www.greatermanchester-ca.gov.uk/media/c1wljlgs/amca-amwhshf-wave-3-schem

e-quidance-v1.pdf) both confirm that poor engagement leads to refusals, delays, clawback,

and missed delivery targets — and that tenant satisfaction is not currently a reporting
requirement, which deprioritises tenant experience in scheme design. The Fund can address
this by explicitly enabling — and where appropriate, requiring — finance recipients to
commission tenant engagement, advice and after-care from community energy
organisations and trusted local intermediaries with the relationships and trust that
registered providers and large commercial delivery partners often lack. Repowering
London's work on London social housing estates is one model: the community benefit
society owns rooftop solar on housing association blocks and supplies tenants with cheap
electricity via the Energy Local Club model, with residents in Brixton paying around
6.3p/kWh and shifting demand to match generation in response to a directly-felt incentive:
https:/www.repowering.org.uk/ The community-rooted delivery partner is the engagement
and trust infrastructure that the wider scheme depends on. Place-based delivery also
lowers the cost of reaching each household. Where trust is built once across a whole street
or estate, rather than rebuilt door by door, the acquisition cost per home falls — a point
Rossendale Valley Energy makes from its own delivery experience, and one that bears
directly on how far a fixed pot of Warm Homes Fund capital can stretch.

New build versus retrofit. Different barriers do exist between the two. For new builds, our
position is that all new social and affordable housing should be zero carbon in operation by
design, with very high fabric efficiency, on-site renewable energy sufficient to meet 100%
of annual electricity demand, flexibility provision, and robust compliance measures; it
should not be necessary to retrofit new homes. Many local authorities have already
developed binding zero carbon standards that demonstrate viability. The Warm Homes

Fund can usefully support additional measures (batteries, community-scale solar arrays
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serving multiple homes) where these go beyond what the Future Homes Standard secures,
particularly in social and affordable tenures where the developer cannot recover the cost
through sale price. For retrofit — by far the larger pipeline — the constraints are financial,
regulatory and engagement, with engagement the most chronically underestimated and, as

set out above, the binding limit on what existing programmes have achieved.

Differences between direct development, partnerships and joint ventures do affect
borrowing capacity and the ability of the entity actually owning the dwelling to take on
Warm Homes Fund finance. The Fund's product design should accommodate the realistic
range of ownership structures across the sector, and should explicitly enable finance to
flow through joint vehicles, special purpose vehicles or community-energy-partnered

structures where these are the most effective route to delivery on a particular site.

Section 2F: Heat networks

Question 62: Would investment in heat networks — whether for connection costs, compliance with Heat
Network Technical Assurance Scheme requirements, capital support — contribute to the draft Warm Homes
Fund aims? When could benefits be realised, and what risks need to be considered? Please give evidence to
support your answer.

Please specifically consider:

e How the specific investment could increase the development, construction,
connections to, and retrofit of heat networks for domestic, community and small
business settings and reduce energy bills for consumers.

e The potential risks and unintended consequences for consumers, government and
industry.

e The parts of the heat network sector would see the greatest impact from Warm
Homes Fund financing, including support for new network development, expansion,
and the retrofit or modernisation of existing heat networks.

Investment across all three uses — connection costs, HNTAS compliance, and capital
support — can contribute to the draft aims. How much it contributes depends in large part
on how widely "heat networks" is drawn — and in particular whether the scope includes
the small community-scale shared ground loops and modest centralised networks that suit
large parts of the building stock the Plan needs to reach. As currently framed, the section
reads as though "heat network" means the Heat Network Zoning pipeline and large

anchor-load schemes. Those matter, but they are not the whole opportunity.

Dense terraced streets are among the hardest homes to decarbonise: individual heat pumps
are often impossible to fit, and without nearby anchor loads commercial networks will not
serve them. Regen's October 2025 analysis estimates that around 1.8 million UK homes
fall through this gap between low-carbon heating policies (Peter Griffin, Mind the Gap,
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nstrained-households-out-in-the-cold). The community-energy-led Net Zero Terrace

Streets project, led by Rossendale Valley Energy with Rossendale Borough Council and
partners and supported across multiple Innovate UK and Electricity North West innovation
rounds, has spent several years developing a deliverable model for exactly this housing. Its
components — networked ground source heat pumps on a shared loop, whole-house fabric
upgrades, and shared rooftop solar — are individually well-proven; what is new is their
integration, a community-influenced ownership structure, and a financing model designed
to leave residents no worse off. We set this out more fully under Q66: https:/nzts.info/

There is currently no dedicated support for schemes of this scale. As Possible's 2024
Wind-powered Heat report puts it, shared loop systems sit in a "Goldilocks zone" between
the Boiler Upgrade Scheme (individual homes) and the Green Heat Network Fund (around
100+ dwellings) with no policy support at all
(https:/www.wearepossible.org/our-reports/wind-powered-heat). Warm Homes Fund
finance directed at this zone would unlock development, connections and area-based

retrofit that no existing instrument reaches.

This is also where the Warm Homes Plan and the Local Power Plan should work together.
Heat decarbonisation depends on affordable clean electricity, and community-owned
generation can supply it directly. Possible's modelling finds that a community-owned
onshore wind turbine can meet 68% of local heat-pump demand, rising to around 80%
with rooftop solar and over 90% with networked community batteries — and that such
schemes would have been cheaper than gas at every level of the 2023 price cap, cutting
heating emissions by up to 90%. Pairing community generation with community-scale heat
is a coherent strategy that the Fund, designed alongside the Local Power Plan, could

finance as a single offer.

Risks and unintended consequences. Four risks and unintended consequences warrant
attention. First, defining "heat networks" narrowly around the Zoning pipeline would steer
the Fund away from the heat gap and toward homes that commercial capital can already
reach. Second, "low carbon" must mean low whole-life carbon. The January 2026 Heat
Network Zoning Government Response sets a 2030 carbon factor of 83 gCO2e/kWh, but
the calculation excludes embodied carbon from trenching and other infrastructure
(https:/www.gov.uk/government/consultations/proposals-for-heat-network-zoning-2023/o

utcome/proposals-for-heat-network-zoning-2023-government-response-accessible-webp

age). We would urge that Fund investment be tested on a whole-life carbon basis, so it

does not lock in forty-year assets justified on operational emissions alone. Third, heat
network regulation, in force since January 2026, brings small community shared ground

loops into scope. CEE's January 2025 consultation responses warned that this risks
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disproportionate compliance costs for tiny schemes — a shared borehole serving two
neighbours can become a regulated network
(https://communityenergyengland.org/wp-content/uploads/2025/11/1738594707 CEE Re

ponse_to_Heat_networks_requlation-Implementing_consumer_protections-DESNZ_and_Of

gem-Jan_2025.pdf). Ofgem has responded in part — protections now apply to shared loops

only "where relevant and practical," and a cost-recovery de minimis threshold is under
development — but with that threshold not yet set, and with 76% of existing heat
suppliers serving fewer than 100 consumers, the proportionality concern remains live.
Fourth, models that put durable infrastructure in the ground for decades need finance
structures that keep value in the community; without that safeguard, long-term ownership
can drift to investors and the local benefit case weakens. One further design point: with the
Climate Change Committee finding that 92% of UK homes are likely to overheat by 2050
without action (https:/www.theccc.org.uk/publication/a-well-adapted-uk/), Fund-supported

heat infrastructure should where possible be specified to deliver cooling as well as heating,

which shared ground loops can do, rather than locking in single-function assets.

Where the greatest impact would be. The greatest impact would come from financing the
small and community-scale segment, which current funding architecture serves least well.
The Community Heat Development Unit — led by Sharenergy with Carbon Alternatives,
Community Energy England, Lux Nova and Marches Energy Agency — spent two years
searching for the community heat sites most likely to be viable. It examined four (Forres in
Scotland, and Morecambe, Letchworth and Bishop's Castle in England), each chosen partly
because it had space for an onshore wind turbine to supply cheap local electricity to the
heat pump. Even so, the CHDU found that under current energy prices, stagnant oil prices
and an effectively halved Green Heat Network Fund subsidy, only Forres had a viable
model. Its Recommendation 4 calls on the GHNF or its successor to "take more account of
the extra carbon saved through community-led heat networks... which supply heat to
multiple smaller properties that are hard to decarbonise any other way" (CHDU Final

Report, November 2025: https://communityheat.org.uk).

The direction of travel supports this. The GHNF, administered by Triple Point, increased the
weight given to social value and local economic impact in its 2026 (Round 11) guidance, to
the point where strong project economics alone no longer guarantee funding. Nesta's
March 2026 report identifies the underlying "pipeline problem": individual community-scale
projects are too small to attract institutional capital (the National Wealth Fund's minimum
ticket is £25m), so a pipeline never forms, so capital stays away. Nesta asks whether the
Warm Homes Plan could "support project integration and securitisation to help smaller
projects reach investable thresholds" (Unlocking the economics of clean heat
neighbourhoods:

https://www.nesta.org.uk/report/unlocking-the-economics-of-clean-heat-neighbourhoods/).

We propose that it should — and that aggregating many small community schemes into
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investable portfolios, through intermediaries already rooted in the sector, is the role the
Fund is best placed to play.

Community-scale schemes can also deliver sooner than the Zoning pipeline, where zone
designation runs to 2050 and the bulk of modelled carbon savings fall after 2038. NZTS
and similar schemes have models developed and partnerships in place. Realistically,
though, even small networks are complex projects with multi-year lead times, and skills
and supply chain capacity is a binding constraint across the whole delivery chain — from
whole-house surveys, retrofit assessment and coordination, to heat pump design and
installation, to specialist trades such as borehole drilling. Fund finance that gives the sector
forward demand certainty would help build that capacity, and should be paired with

investment in the skills pipeline.

Question 63: Is there a need for finance here, and what are the barriers that prevent the private sector from
filling it?

There is a clear need, but it is not evenly distributed across the heat network market. The
private sector is already financing one part of it well, and is structurally unable to reach the

rest. The case for Warm Homes Fund finance rests on that distinction.

Private capital flows readily into large new-build developments, where the network can be
designed in from the outset and the developer recovers the cost through sale or rent.
Bankside Yards in London is being built with a fifth-generation low-temperature network
providing both heating and cooling across the development

(https:/banksideyards.com/sustainability/), and Lendlease's Silvertown scheme will supply

543 homes with low-carbon heating and cooling through the Zeroth network

(https:/www.lendlease.com/uk/projects/silvertown-quays/) — both proceeding without

grant subsidy or Heat Network Zone designation. Where the economics work, private
finance is available and additional cost is not a barrier. The Fund should not subsidise this
segment unless the networks are extended to reach adjoining existing homes, particularly

social housing.

The need is concentrated in three segments the private market does not reach. The first is
retrofit of existing heat networks that need to move off fossil fuels. Freeholders of older
estates face substantial costs upgrading ageing plant and internal pipework — much of it
currently gas-fired, some oil — to low-carbon heat sources and to meet Heat Network
Technical Assurance Scheme standards, and the per-dwelling cost can be high. These
upgrades often carry no commercial return, so private finance alone will not fund them;

decarbonisation finance, blended with grants (e.qg. Heat Network Efficiency Scheme (HNES)
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or other Warm Homes Plan grant funds) where bill savings cannot service debt, would
unlock this work.

The second is the community-scale segment set out in our response to Q62 — the homes
in the "heat gap" that are too dispersed or too small to attract commercial developers, the
dense terraced and mixed-tenure streets that fall between individual heat pumps and large
networks, and off-gas-grid areas where homes rely on oil or LPG and have no low-cost
route to decarbonised heat. The private sector does not serve this segment because the
project sizes are below the threshold at which commercial underwriting and institutional
capital become cost-effective. The evidence that these schemes do not stack up on private
finance alone is now well documented: the Community Heat Development Unit found that
operational low-carbon community heat networks in the UK have typically required
between 25% and 75% of their capital costs to be grant-funded, with an average grant
proportion of around 50% (CHDU Final Report, November 2025:
https://communityheat.org.uk). Rossendale Valley Energy's own modelling of the Net Zero

Terrace Streets approach points the same way: the financial model becomes viable at
around 30% retrofit uptake across a street, which is precisely the threshold that
coordinated, trusted, street-by-street delivery is designed to reach and that
household-by-household commercial approaches struggle to hit. A market that needs

roughly half its capital as grant is, by definition, one the private sector cannot fill alone.

The third is the feasibility and development stage across all community-led schemes.
Community energy organisations can deliver heat networks well against the criteria that
matter — speed, carbon savings, energy security, and local benefit — but they typically
need grant support for early-stage feasibility work and core staff capacity before a project is
investable. This is the highest-risk, lowest-return stage, which is precisely why private
capital will not fund it, and precisely where modest public support unlocks disproportionate
downstream value. The social value payback is considerable, as we set out under Q66 and
Q69.

A further barrier sits within the Heat Network Zoning framework itself. Zone developers

awarded exclusivity are required to deliver five social value outcomes — more integrated
communities, local job creation, environmental improvement, local health and wellbeing,
and educational and training opportunities

(https://www.qgov.uk/government/consultations/oroposals-for-heat-network-zoning-2023/o

utcome/proposals-for-heat-network-zoning-2023-government-response-accessible-webp

age). These are valuable requirements, but for a purely commercial bidder they represent
additional cost that can reduce appetite to bid. Community energy organisations, by
contrast, deliver these outcomes as a matter of course — they are the reason such
organisations exist. This is an argument for designing the Fund so that community-led and

community-partnered models are not merely eligible but actively enabled to take on zone
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delivery, since they carry the social value obligations more naturally than a commercial

operator for whom they are a drag on return.

In short: there is no need for the Fund to compete with private capital where it already
flows, and a strong need for it where private capital structurally cannot — retrofit of
existing networks moving off fossil fuels, community-scale and heat-gap schemes including
off-gas-grid areas, and the feasibility and development stage of community-led projects.
The structure we propose for meeting that need — repayable finance at portfolio level,
blended with grants where bill savings cannot service debt — is set out in our response to
Q68.

Section 2G: Community energy and buildings

Question 66: How would investments in community energy projects (including generation and flexibility) or
community buildings support the draft Warm Homes Fund aims, when could benefits be realised, and what
risks need to be considered? Please give evidence to support your answer.

Please specifically consider:

e How it could increase solar, battery and heat pump deployment into domestic,
community and small business settings and reduce energy bills for consumers.

e The potential risks and unintended consequences for consumers, government and
industry.

e In what scenarios Smart Local Energy Systems would have the greatest impact in
delivering Warm Homes outcomes, with examples of where they are already being

effective.

Community Energy England (CEE) welcomes the explicit inclusion of community energy and
community buildings within the scope of the Warm Homes Fund. We see this as a genuine
opportunity to deliver the Fund's twin aims — reducing consumer energy bills and
accelerating decarbonisation — at greater pace, lower acquisition cost, and with broader
social reach than centralised delivery models can achieve alone.

CEE represents more than 340 community energy and associated organisations across
England, part of a UK sector of 614 organisations with 212,960 members and supporters,
411 MW of community-owned renewable generation capacity, and 4,677 volunteers
contributing alongside paid staff. In 2024 the sector secured £24m of new investment,
delivered £1.86m in bill savings to households, and contributed £24.5m to local economies
through organisational expenditure and community benefit funds. Full data is in our State of
the Sector 2025 report:
https://communityenergyengland.org/wp-content/uploads/2025/10/Community-Energy-Sta
te-of-the-Sector-2025-report.pdf

CEE Response:: Warm Homes Fund: innovative finance for investments and loans 24


https://communityenergyengland.org/wp-content/uploads/2025/10/Community-Energy-State-of-the-Sector-2025-report.pdf
https://communityenergyengland.org/wp-content/uploads/2025/10/Community-Energy-State-of-the-Sector-2025-report.pdf
https://communityenergyengland.org/wp-content/uploads/2025/10/Community-Energy-State-of-the-Sector-2025-report.pdf

The Fund's biggest delivery risk is not access to capital. It is whether households actually
take up the offer once it is on the table. This was the central lesson of the Green Deal, well
documented in Jan Rosenow's post-mortem of austerity, energy efficiency and failure in
British energy policy:

https:/www.janrosenow.com/uploads/4/7/1/2/4712328/eers_paper.pdf Well-designed
finance, on its own, does not drive uptake. Trust does.

The trust case for community-led delivery is now well evidenced. Citizens Advice's June
2025 Consumer Attitudes to Retrofit report, based on a nationally representative YouGov
survey of 10,698 homeowners, found that independent and community-rooted sources of
advice consistently outrank Government websites and energy suppliers on trust, and that
anxieties around the reliability of tradespeople and what happens when things go wrong
are among the most significant barriers to retrofit uptake:

https:/www.citizensadvice.org.uk/oolicy/oublications/consumer-attitudes-to-retrofit-examin

ing-the-barriers-and-motivators-for/ Earlier DECC-commissioned research is starker still: in
a controlled comparison, door-to-door advocates trained and badged by Plymouth Energy
Community generated 4.5 times the referrals of British Gas agents doing the same work,
and attendance at awareness events organised by a residents' association in Leeds was five
times higher than identical events run by a local authority in Manchester. The researchers
attributed this to "the additional levels of trust the public have in a community based
organisation over an energy supplier"
(https:/drive.google.com/file/d/15XZHHv3srQXgvzMH 1sBnlBSfWqWd3s0W/view). The
March 2025 Barriers to Community Energy Projects government response confirmed the
role of community-led delivery in community investment retention, decarbonisation,
economic activity and energy efficiency:

https:/www.qov.uk/government/calls-for-evidence/barriers-to-community-energy-projects/

outcome/barriers-to-community-energy-projects-government-response

This pattern is supported by broader public attitudes research. January 2025 polling by
Common Wealth found that 62% of the public would support a community-owned

renewable energy project in their area, compared with 40% for a pr/vately owned prOJect

ergy September 2025 polling by Power to Change shows community organisations are the

most trusted institutions to deliver positive change:

https:/www.powertochange.org.uk/evidence-and-ideas/research-and-reports/returning-po

s/ This sits within a longer-standing pattern of co-operatives being more trusted than

traditional businesses, as documented by Co-op News in 2018

and 2020

(https:/www.thenews.coop/survey-finds-uk-shoppers-trust-co-ops-more-than-private-bus
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inesses/). Community energy organisations bridge the confidence gap that finance alone
cannot.

That trust translates directly into lower acquisition costs, faster uptake, and access to the
households that commercial models walk away from. The Bristol City Leap experience is
instructive: when the headline contract was awarded to a single large commercial partner,
the £25m Warm Homes Retrofit programme targeting up to 1,000 properties in Henbury,
Brentry, Avonmouth and Lawrence Weston still relies on Ambition Community Energy's
local trust and relationships as part of its engagement infrastructure. The Bristol City Leap
social value framework has now been examined in peer-reviewed academic work setting
out how social value can be operationalised in city-scale net zero energy procurement: Bird,
Melville, Nicholls and Nolden, "Social value in net zero energy procurement: lessons from
Bristol City Leap", Energy Research & Social Science 133 (2026) 104571:
https://doi.org/10.1016/j.erss.2026.104571 Channelling Warm Homes Fund finance

through community energy organisations as delivery partners, rather than around them, is

how the Fund can reach the households it most needs to reach.

The Local Power Plan (LPP) and the Warm Homes Plan currently treat generation and
retrofit as separate streams. In the community energy sector that division does not really
exist. Many community energy organisations develop both generation and retrofit projects,
often using surpluses from generation to subsidise retrofit work in their area. The energy
literacy, household relationships, project management capability and convening power built
through generation projects transfer directly into retrofit and flexibility delivery. Treating
generation and retrofit as separable when funding decisions are made would miss this
value, and risks undermining the local capacity Great British Energy is being asked to grow
under the LPP. We would advocate explicitly enabling Warm Homes Fund finance to
support community organisations to develop integrated programmes of generation,
flexibility and retrofit — and for Warm Homes Fund and Local Power Plan delivery routes
to be coordinated so community organisations are not navigating two parallel application

processes for what is, in practice, one body of work.

It is important that all government departments and schemes use consistent definitions of
Community Energy Groups, other community groups that may or may not undertake energy
projects, and Community Energy Projects — to avoid loopholes and misunderstandings.
CEE has worked closely with Community Energy London and other partners on draft
definitions, which have been shared with DESNZ. Eligibility should be tied to recognised
legal forms (community benefit society, co-operative society, charitable incorporated
organisation, community interest company limited by guarantee) together with a

demonstrable local community membership and benefit test.
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On the timing of benefits: where delivery capacity already exists, benefits can be realised
quickly. The 614 organisations captured in our latest State of the Sector data are
operational, trusted by their communities, and able to deploy additional finance into
bill-reducing measures within the current programme period. Between 2022 and 2024 the
sector delivered over 65,000 energy advice appointments and engaged over 7,000
households in energy efficiency retrofit. Where capacity needs to be built — particularly in
lower-income or under-served areas where community energy organisations are not yet
present — benefits take longer to realise, but the LPP's commitment to support over 1,000
local and community energy projects by 2030 provides the framework for that growth.
Aligning Warm Homes Fund deployment with the LPP's regional capacity-building work
would mean that as new community organisations come on stream, finance for retrofit and
flexibility delivery is ready to flow through them.

There are real risks that need to be managed, each with a credible mitigation.

Greenwashing. Without clear definitions, "community" labelling could be claimed by
commercial projects with minimal genuine community benefit. The mitigation is the
definitional work already in train: CEE, working with Community Energy London and other
partners, has produced draft definitions tying eligibility to recognised legal forms
(community benefit society, co-operative society, charitable incorporated organisation,
community interest company limited by guarantee) together with a demonstrable local
community membership and benefit test. These have been shared with DESNZ and are, we
understand, being progressed by government lawyers. Our recommendation is that Warm
Homes Fund eligibility uses these definitions consistently with other government schemes,
so community energy organisations and the commercial partners they work with face one

definition across LPP, Warm Homes Fund and Warm Homes: Local Grant rather than three.

Capacity and capability. The sector is large but unevenly distributed and many
organisations are stretched. Investment-readiness support, bridging loans to de-risk
early-stage projects, and continuity of small-project finance below the threshold the
commercial market can serve cost-effectively, would all materially reduce delivery risk.
Repowering Finance is an existing model of providing upfront capital that is then repaid and

recycled from community share raising: https:/www.repowering.org.uk/repowering-finance/

Inappropriate debt for low-income households. Where Warm Homes Fund finance flows
to community organisations to deliver retrofit or flexibility services to households in fuel
poverty, those households should not be asked to take on personal debt. The model should
be that the organisation services the finance from project revenues — generation income,
flexibility market revenues, energy efficiency savings, or blended grant funding — with the
social value return justifying any concessional rate against Green Book principles. The case

for this is strong: the University of Bristol's evaluation of community energy fuel poverty
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work at South East London Community Energy and Energise Sussex Coast demonstrates
£9-10 of social benefit for every £1 spent
(https:/www.bristol.ac.uk/media-library/sites/law/research/Nolden%20et%20al. % 20BLRP
9%20N0.%202%202021.pdf); the Improvement Service's 2024 SROI evaluation of Cosy

Kingdom, a community-led energy and debt advice partnership in Fife, calculated £34 of

social benefit for every £1 invested

(https:/www.improvementservice.org.uk/ data/assets/odf file/0023/55823/Cosy-Kingdom
-SROI-Analysis.pdf); the NHS Confederation's Pathway to Prevention identifies addressing

cold homes as one of the three highest-return interventions available to local authorities,
with a 17:1 return

J/www.carnallfarrar.com/wp-conten 2024/10/Pathway-to-prevention-CF.

f); and BRE finds that poor housing costs the NHS over £1bn a year in first-year treatment
costs alone, and that £9bn invested in remediating England's poorest homes would
generate £135.5bn in societal benefits over 30 years, including £13bn in NHS savings

(https:/bregroup.com/reports/the-cost-of-ignoring-poor-housing).

Fragmentation between schemes. Without coordination, community organisations face a

confusing landscape of LPP, Warm Homes Fund, Warm Homes: Local Grant, the

Department for Education's £710m Renewal and Retrofit Programme

-strateqy-a-decade-of-national-renewal), Public Sector Decarbonisation Scheme successor

funding, Pride in Place, and Heat Network Zoning. The DfE programme in particular risks
weakening the wider effort to decarbonise UK buildings if it proceeds without
acknowledgement of community energy organisations' track record and local knowledge in
delivering school decarbonisation. We urge DESNZ to work with GBE, DfE and MHCLG to
ensure these routes are coordinated rather than parallel, with community energy

organisations recognised consistently as delivery partners across them.

The technical case for stacking technologies at the household level is already strong: MCS
Foundation modelling of Future Homes Standard options finds that combining a heat pump
with solar PV and battery storage saves an average detached house up to £1,489 a year
compared with a heat pump without solar or storage, and that a 3-bed semi-detached
home built with solar PV saves nearly £39,000 over a 25-year mortgage — and those
figures use standard tariffs, with further savings expected once time-of-use tariffs are
factored in:
https:/mcsfoundation.org.uk/wp-content/uploads/2024/09/MCSF-Future-Homes-Savings-
Report-FINAL.pdf When those same household stacks are aggregated and coordinated at
community scale, the savings and flexibility revenues compound further — and accrue to

the community rather than to a third-party aggregator.

Three live examples, at different stages of maturity, illustrate the direction of travel.
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Power Together, Isle of Wight. Vectis Community Energy is building the island's first
community-owned Virtual Power Plant: 1 MWh of smart battery storage across 200+
homes, schools and small businesses, aggregated and traded on national flexibility markets
through the Fairer Warmth platform. Participating households save an estimated £50—-£300
a year, the project expects up to 700 tonnes of annual carbon reductions, and a community
share offer will let local investors co-own the asset so the financial returns stay on the
island. Initial funding comes from the Energy Industry Voluntary Redress Scheme. This is
exactly the kind of revenue-generating community asset that Warm Homes Fund finance is
well-suited to support — flexibility income provides a route to servicing repayable capital,
with social value (bill savings, fuel poverty reduction, local wealth retention) on top:

https:/vectisenergy.ora/power-together,

Energy Local, Bethesda. The Energy Local Club model matches local generation directly to
local demand through a cooperative tariff. Members in Bethesda saved around 24% on
their electricity bills. The model is scalable and replicable; Warm Homes Fund finance could
support the upfront infrastructure — smart metering, settlement systems,
community-owned generation and storage — needed to roll it out into more places.
Independent evaluation also finds that SLES customers more broadly pay lower electricity
bills than non-SLES customers (Aunedi et al., 2022

https:/www.energyrev.org.uk/media/1965/knergyrev flexiblesystemimpacts 202205 final

pdf ).

Net Zero Terrace Streets, Rossendale. The community-energy-led Net Zero Terrace
Streets project, led by Rossendale Valley Energy with Rossendale Borough Council and a
wider partnership, and supported across multiple Innovate UK and Electricity North West
innovation funding rounds, is developing a replicable model for the dense terraced streets
that fall into the "heat gap" between individual heat pumps and commercial heat networks.
The model combines networked ground source heat pumps, whole-house fabric upgrades,
shared solar, and battery storage — and, critically, does not treat these as standalone
assets. It coordinates them as a Smart Local Energy System: home energy management
systems in each property, linked to a community-level system that aggregates demand and
flexibility across the street. This matters because uncoordinated electrification of a street —
every heat pump and EV charger responding to the same national price signal at once —
can overload the local network cable and trigger expensive grid reinforcement.
Coordinating the assets locally avoids much of that cost, and a "fair share" model returns
the value of the flexibility to the community and prioritises vulnerable households, rather
than letting it flow to a third-party national aggregator. Its individual components are
well-proven; what is newer is this local coordination layer and a community-influenced
ownership structure for the durable infrastructure. There are roughly 6 to 7 million terraced
homes across the country, many of them older two- to three-bedroom properties that are

hard to retrofit because of their age, lack of external space for individual heat pumps, and
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affordability constraints — the typology NZTS is built around. Decarbonising this part of the
stock is one of the larger unsolved problems in the Warm Homes Plan. It is also where
coordinated, street-by-street electrification matters most: Clean Power 2030 anticipates
that 10-12 GW of consumer-led flexibility could be available nationally by 2030, and
models like NZTS — which coordinate heat, storage and demand across a street rather than
leaving each home to respond to the same price signal at once — are a route to capturing
that flexibility while avoiding the expensive grid reinforcement that uncoordinated
electrification would otherwise trigger. NZTS illustrates what becomes possible when
generation, retrofit, storage and local coordination are designed as one integrated system

from the outset: https:/nzts.info/

The common thread is that these are community-owned or community-delivered models in
which the financial returns of flexibility, aggregation and shared assets stay in the local
economy. They are also exactly the kind of revenue-generating projects that can service
Warm Homes Fund finance: flexibility revenues, generation income and time-of-use savings
together provide the income stream against which Financial Transactions capital can be
drawn down and repaid, while the social value return justifies a concessional rate under
Green Book principles. The Fund should look to support these models directly, rather than
channelling investment exclusively through commercial intermediaries who then

sub-contract community engagement as an add-on.

Question 67: Is there a need for finance in community energy, and what are the barriers that prevent the
private sector from filling it?

Please also specifically consider how government financing can support building upgrades

in the community sector.

Yes, there is a real need — and the gap has two distinct shapes that warrant being
addressed separately. The first concerns community energy organisations as delivery

vehicles; the second concerns the community buildings they so often work in or around.
Finance for community energy organisations

Community energy organisations across England can absorb and productively deploy more
finance than they currently access. The constraint is not appetite, capacity, or pipeline — the
State of the Sector 2025 records £24m of new investment secured by the sector in 2024
alone, against a pipeline of generation, flexibility and retrofit projects that is materially
larger. The constraint is the structural mismatch between how community energy projects

develop and how the commercial finance market is configured.
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Three barriers in particular prevent the private sector from filling the gap cost-effectively.

The first is project size. The majority of community energy projects sit well below the
£500k—£1m floor at which commercial lenders can underwrite efficiently. Due diligence,
legal and origination costs scale poorly to smaller deals, so commercial capital overlooks a
large pool of viable sub-£250k retrofit, flexibility and small-generation projects.
Aggregation — through fund managers, intermediaries such as Social Investment Business,
or community-energy-specific vehicles like Repowering Finance — can only partially
address this.

The second is first-project risk. Community energy organisations consistently report that
securing their first capital loan is the hardest moment in their financial trajectory. Without a
track record, commercial lenders price risk conservatively or decline. Once a first project is
operational, refinancing and follow-on lending become materially easier. Bridging finance
and investment-readiness support — provided by patient, mission-aligned capital — would
de-risk this early stage and unlock follow-on private investment that the commercial

market is willing to provide once organisations have a proven asset.

The third is the return profile of much of the sector's most socially valuable work. Energy
advice, fuel poverty alleviation, place-based engagement and one-stop-shop retrofit
services generate substantial social value but limited or no financial return. The University
of Bristol's evaluation of community energy fuel poverty work shows £9-10 of social
benefit for every £1 spent
(https://www.bristol.ac.uk/media-library/sites/law/research/Nolden%20et%20al.% 20BLRP
9%20N0.9%202%202021.pdf), the NHS Confederation's Pathway to Prevention identifies
addressing cold homes as one of the three highest-return interventions available to local

authorities, with a 17:1 return
(https:/www.carnallfarrar.com/wp-content/uploads/2024/10/Pathway-to-prevention-CF.pd

f), and BRE finds £9bn of investment in remediating poor housing would generate
£135.5bn in societal benefits over 30 years including £13bn of NHS savings

(https:/bregroup.com/reports/the-cost-of-ignoring-poor-housing). These are precisely the

kinds of returns Green Book principles are designed to value alongside financial return —
and precisely the kinds of returns commercial capital cannot price, because they accrue to
government, the NHS and communities rather than to the lender.

Warm Homes Fund finance, deployed at concessional rates against a Social Value Return
on Investment justification, would meet this gap cost-effectively. Channelling it through
community energy organisations rather than around them captures the additional value
those organisations generate — trust, acquisition efficiency, reach into harder-to-treat

households — that commercial intermediaries cannot replicate.

Building upgrades in the community sector
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The picture for community buildings — village halls, community centres, places of worship,

sports clubs, libraries and similar — is different.

Analysis by Social Investment Business of 13,000 community buildings in England found
that more than half fail to meet EPC C, only 1.3% achieve EPC A+, and 790 remain at EPC
G, with community buildings in the most deprived neighbourhoods disproportionately less
efficient:
https:/www.sibgroup.org.uk/wp-content/uploads/2025/12/Energy-Efficiency-of-Communit
y-Buildings.pdf A 2020 ACRE survey found that half of village halls operate from buildings

over 80 years old, many requiring urgent repair and investment:

https://acre.org.uk/wp-content/uploads/Rising-energy-prices-and-village-halls-ACRE-polic

v-briefing-Sept-2022.pdf Community buildings are not protected by the price cap, and
during the 2022 energy crisis ACRE reported community buildings experiencing
300%-400% bill increases.

However, repayable finance alone is unlikely to address this gap, for reasons that the
existing market has already demonstrated. The Energy Resilience Fund — the most
relevant existing repayable product for community buildings, run by Social Investment
Business with a 40% grant blend — remains under-subscribed despite a real and visible
need. The reasons are well understood. Most community buildings have limited or no
trading income against which a loan can be serviced, and the buildings' owners are often
small charities and volunteer-led organisations with very low capacity to absorb financial
risk. The Energy Resilience Fund's loan element is charged at 8.5%, which on a building
with no revenue stream is effectively unserviceable. Eligibility criteria — including a
minimum turnover of £100k, building ownership or a minimum 12-year lease — exclude
most of the sector: micro and small VCSEs with revenue under £100k make up 80% of the
VCSE sector according to NCVQO's 2024 UK Civil Society Almanac. There is also a
documented and rational scepticism of loan finance among VCSEs, informed by cases
where community organisations have had to dispose of assets or come close to
administration after taking on loan finance against retrofit projects that bill savings could

not cover.

For community buildings, three things are needed in combination. First, where finance is
repayable, it must be structured so that bill savings reliably exceed the cost of servicing
debt — which means low interest rates, long tenures, and conservative underwriting that
genuinely tests serviceability rather than relying on the building's existence as collateral.
Second, blended finance with a substantially larger grant element than the existing 40%
would extend the addressable market, particularly for the long tail of smaller organisations
currently excluded by eligibility floors. Third, for the substantial proportion of community
buildings that cannot service any debt at all, grant funding (whether through the Warm
Homes Fund's blended instruments or through Warm Homes: Local Grant and successor
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programmes) is the right vehicle, justified by the social value return that commercial finance

cannot price.

Aggregating community building loans across multiple organisations — sharing risk,
pooling due diligence costs and standardising terms — would also materially expand what
is investable, and is an area where Warm Homes Fund finance partnered with sector

intermediaries could create genuinely new capability.

The Green Deal's central lesson applies here directly: finance offered to households or
organisations that cannot afford to take it on does not drive uptake; it suppresses it, and
where it succeeds it can do active harm. The Warm Homes Fund has the opportunity to
design around this lesson from the outset, ensuring that the financial product offered
matches the financial reality of the recipient, and that grant remains available where loans
cannot reasonably reach.

Question 68: How could government finance address this gap with repayable finance where government
earns a return? Where possible, please describe how this model could work.

The Warm Homes Fund's return requirement is best met at portfolio level, not project level.
Many of the most socially valuable community energy activities — fuel poverty advice,
place-based engagement, retrofit one-stop-shops, support for the smallest community
buildings — do not generate financial returns sufficient to service debt at standard rates.
Trying to force every project to do so would either overly narrow the Fund, or set it up to fail
in the way the Green Deal did. A potential mechanism is to blend Warm Homes Fund
financial transactions capital with grant funding from elsewhere in the Warm Homes Plan,
so that the overall Plan-level mix returns capital and meets PSNFL requirements while still
reaching the high-Social-Value-Return-on-Investment activities that commercial capital

cannot price.

Within that overall envelope, the model we would recommend has four structural

components.

Concessional senior debt to community energy organisations against project revenues.
Warm Homes Fund finance, deployed at concessional rates against generation income,
flexibility market revenues and energy efficiency savings, can finance the
revenue-generating elements of community energy delivery — community-owned
generation, storage, flexibility services, energy-as-a-service models — repayably and at
scale. The evidence base for pricing finance concessionally against social value is now
substantial: the University of Bristol's evaluation of community energy fuel poverty work
shows £9-10 of social benefit for every £1 spent
(https:/www.bristol.ac.uk/media-library/sites/law/research/Nolden%20et%20al. % 20BLRP
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%20N0.%202%202021.pdf); the NHS Confederation's Pathway to Prevention identifies

addressing cold homes as one of the three highest-return interventions available to local

authorities, with a 17:1 return
(https://www.carnallfarrar.com/wp-content/uploads/2024/10/Pathway-to-prevention-CF.pd

f); and BRE finds £9bn of investment in remediating poor housing would generate
£135.5bn in societal benefits over 30 years, including £13bn in NHS savings

(https:/breagroup.com/reports/the-cost-of-ignoring-poor-housing). These are the kinds of

returns that justify concessional rates against the Treasury's wider value framework, even

where the lender's own financial return is below market.

Blended grant for activities where bill savings cannot service debt. For community
buildings without trading income, for energy advice and fuel poverty work, and for the
smallest community energy organisations beginning their first project, grant subsidy is
necessary to make the arithmetic work. The Energy Resilience Fund's current 40% grant/
60% loan blend at 8.5% interest is insufficient to address the bulk of the community
buildings market, as evidenced by its under-subscription despite real and visible need (Q67
refers). A deeper grant blend — sized to ensure bill savings reliably exceed debt servicing
costs for the organisation taking on the finance — would extend the addressable market
dramatically. Where appropriate, grant elements could be sourced from elsewhere in the
Warm Homes Plan (Warm Homes: Local Grant successor programmes, HNES-style
instruments) so that the Fund's repayable element remains compliant with FT rules while
the package as a whole works for the recipient.

Crowding in equity and debt channelled through trusted intermediaries. Direct lending or
equity investment by central government to thousands of small community organisations is
administratively prohibitive and structurally mismatched to how the sector actually
operates. Better to channel Warm Homes Fund finance through intermediaries that already
do due diligence, manage recycling, and have established relationships with community
organisations, for example: Repowering Finance, which provides upfront bridging loans to
community energy projects that is recycled as community share offers complete

(https:/www.repowering.org.uk/repowering-finance/); Energy4All, which has raised over

£100m through cooperative share offers across 35 community energy organisations
(https:/energv4all.co.uk/); Community Shares Booster Fund

https:/www.uk.coop/support-your-co-op/community-shares/support/booster-fund which

has successfully channelled investment in community shares towards areas of deprivation;
Social Investment Business, which already administers the Energy Resilience Fund and
could administer a redesigned successor product; and emerging area-based facilities such
as the London Net Zero Neighbourhoods Programme, which is structured to deliver over
20,000 retrofitted properties over five years through a blended-finance facility combining
grant and repayable capital, repaid from bill savings, as documented in the National Retrofit
Hub's April 2026 Place-Based Retrofit in Practice guidance:
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These intermediaries already operate the architecture we are describing; they need capital
flowing into them at the scale the Fund can provide. Societies are currently able to invest
without limit in other community benefit societies, and some have significant cash balances,
so underwriting of pooled investments would free up significant capital already held within

the sector.

Revolving and aggregated. Capital repayments and returns from successful projects
should recycle within the Fund to support the next cohort, on the Repowering Finance
model. Aggregation across multiple small projects — packaging sub-£500k community
energy projects into investable portfolios — would overcome the structural mismatch
between the sector's typical project size and the underwriting costs of commercial capital,
while sharing risk across a diverse portfolio that no individual community organisation
could carry alone. This is the role intermediaries are well placed to play.

The combined effect is a model in which Warm Homes Fund finance flows at scale into
community energy delivery through trusted intermediaries; community organisations
service that finance from project revenues at concessional rates; the Fund recycles
repayments into further deployment; grant from elsewhere in the Warm Homes Plan covers
the high-SROI activities that cannot service debt; and the overall package returns capital at
portfolio level while reaching households and communities that commercial capital
structurally cannot reach. None of the components are speculative — each is operating at
smaller scale today. What the Warm Homes Fund can add is the volume of capital that
allows the model to scale to the pace and reach the Warm Homes Plan requires.

Question 69: What are the wider policy barriers that may need to be overcome to realise the benefits of
community energy? Please consider any specific areas of law, regulation or other policy which may need to
change.

In March 2026 Community Energy England and over 250 partner organisations from across
civil society — including Ashden, E3G, Regen, the Centre for Sustainable Energy, Fuel
Poverty Action, New Philanthropy Capital, infrastructure bodies and hundreds of
community energy organisations themselves — wrote to the Secretary of State and the
Energy Minister setting out the sector's united view of what is needed to unlock community
energy at the scale the government's own targets envisage:

https://communityenergyengland.org/up-the-energy/open-letter/
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That letter sets out the policy asks the sector considers most important. We do not repeat
them in full here, but seven core asks bear directly on whether Warm Homes Fund finance
can be deployed effectively, and we summarise them below. We then highlight three
additional barriers that are specific to the Warm Homes Fund's design and delivery and

which the open letter does not cover in detail.

The seven Up the Energy asks. The signatories called on the government and GB Energy
to: (1) provide dedicated support through the Local Power Plan and Warm Homes Plan,
with at least 25% of LPP funding ring-fenced for low-income communities; (2) guarantee a
fair, stable export price for community-generated electricity; (3) prioritise community
projects in grid connection queues and speed up enabling works; (4) support local supply
models and make it easier for the public sector — including councils, schools and the NHS
— to buy community-generated power; (5) improve access to suitable public land and
rooftops; (6) create a Government—GB Energy partnership to lead public engagement on
clean energy and community ownership; and (7) make GB Energy a strategic partner for
shared ownership models, including a requirement that commercial developers offer a 15%

share of commercial projects to community ownership.

Without progress on these asks, the wider policy environment will continue to limit what
Warm Homes Fund finance can achieve. The sector enters 2026 with 379 MW of
community schemes stalled by grid delays and outdated policy, and with the investment
needed to deliver the project pipeline having fallen by two-thirds, from £157m in 2023 to
£53m in 2024 — a deterioration that targeted Warm Homes Fund deployment alone
cannot reverse without these wider barriers being addressed.

Three further barriers are specific to Warm Homes Fund delivery and warrant flagging here.

Joint funding across the Local Power Plan and the Warm Homes Plan. Many of the most
impactful community energy projects are integrated programmes of generation, retrofit,
flexibility and heat — Net Zero Terrace Streets in Rossendale, the Community Heat
Development Unit, the Bishop's Castle Heat Initiative, Vectis Community Energy's Power
Together, the Energy Local model. Under current arrangements, the generation element of
these projects is funded through the Local Power Plan via Great British Energy, while
retrofit, flexibility and heat sit within the Warm Homes Plan and DESNZ. As CEE's Head of
Policy and Advocacy has written to the Energy Minister, "if those multi-technology projects
have to source development funding for the generation element from GBE and the heat and
retrofit and flexibility (etc, etc) from DESNZ or other sources, with different requirements
and timetables, they are likely to fall between the stools and fail to get off the ground." We
urge DESNZ to work with GBE to align Warm Homes Fund and Local Power Plan funding
routes, application processes and timetables, and to consider a "one-stop shop" approach

that allows community organisations to access integrated funding for what is in practice
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one body of work. Continuity of project initiation funding for community heat — currently at
risk as the GBE Community Fund transitions to its next phase — should be a particular
focus.

Treasury and Green Book recognition of social value alongside financial return. The Q68
model — concessional repayable finance against project revenues, with concessionality
justified by Social Value Return on Investment — depends on Treasury and Green Book
frameworks treating SROI as part of the value calculation, not as an unfunded externality.
Without this recognition, the Fund's PSNFL requirements will narrow project selection
towards a band of community energy activity with conventional financial return, missing the
much larger portfolio of activity with high SROI but limited financial return: fuel poverty
advice, place-based engagement, retrofit one-stop-shops, support for small VCSE-owned
community buildings. The evidence base for change is now substantial. The University of
Bristol's evaluation of community energy fuel poverty work shows £9-10 of social benefit
for every £1 spent
(https:/www.bristol.ac.uk/media-library/sites/law/research/Nolden%20et%20al.%20BLRP
%20N0.%202%202021.pdf); the NHS Confederation's Pathway to Prevention identifies

addressing cold homes as one of the three highest-return interventions available to local

authorities, with a 17:1 return

f); and BRE finds £9bn of investment in remediating poor housing would generate

£135.5bn in societal benefits over 30 years, including £13bn in NHS savings
(https:/bregroup.com/reports/the-cost-of-ignoring-poor-housing). The Energy Demand
Research Centre's March 2026 policy brief Valuing the multiple benefits of local authority
climate action in the UK (Lait, Foxon, Higgins-Lavery and Sudmant:
https:/www.edrc.ac.uk/wp-content/uploads/2026/03/Valuing-the-multiple-benefits-of-loc
al-authority-climate-action-in-the-UK.pdf) and the peer-reviewed February 2026 study of
Bristol City Leap's social value framework (Bird, Melville, Nicholls and Nolden, Energy
Research & Social Science 133, 104571: https://doi.org/10.1016/j.erss.2026.104571) both

set out frameworks for how social value can be operationalised in net zero procurement and

finance. We urge DESNZ to work with HM Treasury to ensure Warm Homes Fund
value-for-money assessment formally incorporates SROI, and that this is reflected in Fund
design from the outset rather than retrofitted later.

Consistent definitions of community energy across government. Different government
schemes currently use different working definitions of "community energy", "community
energy organisations" and "community energy projects". This creates real operational risk
for the Warm Homes Fund: without consistent definitions, eligibility decisions will diverge
between schemes (LPP, Warm Homes Fund, Warm Homes: Local Grant, DfE programmes,
PSDS), community organisations will face inconsistent assessment for what is in practice

the same body of work, and the greenwashing risk identified in Q66 cannot be reliably
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mitigated. CEE has worked closely with Community Energy London and other partners to
produce draft definitions tying eligibility to recognised legal forms (community benefit
society, co-operative society, charitable incorporated organisation, community interest
company limited by guarantee) together with a community membership and benefit test.
These have been shared with DESNZ and are, we understand, being progressed with
government lawyers. We urge DESNZ to ensure these are adopted consistently across all

government schemes touching community energy.

Two further sector-wide barriers are sufficiently important to flag, though we direct DESNZ
to CEE's existing detailed positions rather than expanding on them here. The Law
Commission's recent proposals to modernise Cooperative and Community Benefit Society
Law represent a potentially serious threat to the legal forms most community energy
organisations currently use; the constructive route is reform that removes the unnecessary
distinction between Cooperatives and Community Benefit Societies in favour of a broader
single definition focused on the Cooperative Principles. And the reinstatement of energy
generation eligibility under the Enterprise Investment Scheme and Seed Enterprise
Investment Scheme — withdrawn in 2015 — would materially increase the speed at which
Warm Homes Fund finance can be recycled back through community share offers, at very

low fiscal cost relative to the additional deployment it enables.

CEE's State of the Sector 2025 report sets out the wider policy environment in detail:
https:/communityenergyengland.org/wp-content/uploads/2025/10/Community-Energy-Sta

te-of-the-Sector-2025-report.pdf We would welcome the opportunity to discuss any of the

above directly with the Warm Homes Fund team.
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