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1.  Background 
 
1.1 
 
 
 
1.2 
 
 
 
 
1.3 
 
 
1.4 
 
 
 

Council approved a reduction in District heating charges to 15.27p per kwh on 28 
February 2024. This charging proposal was based on the Ofgem price cap and market 
forecasts in autumn 2023 when HRA Budget setting for 2024-25 was being undertaken. 
 
The Council also approved that authority be delegated to the Assistant Director for 
Housing in conjunction with Cabinet Member for Housing and Assistant Director for 
Finance to amend District heating pricing should there be a significant movement in the 
Ofgem price cap. 
 
Subsequently an Officer Decision Record to reduce the price of District Heating to 12.86 
pence per kwh from 1 April 2024 was approved by the Assistant Director of Housing.  
 
This briefing sets out the proposal to revise District heating pricing for 2024-25 Quarter 2 
following a 7% reduction in Ofgem price cap for July – September 2024. It is the intention 
that the revised price would take effect on 1 July 2024. 
 

2.  Key Issues  
 
 
 
2.1 
 
 
2.2 
 
 
 
 
2.3 
 
 
 
 
 

District Heating Charges 
 
There are currently 18 different schemes and approx. 1,260 properties which receive heat 
through the council’s District Heating programme. 
 
During 2017/18 there was an extensive review of district heating pricing to ensure that 
charges are fair and reasonable to all tenants. A revised schedule of charges was 
approved by the Council on 13th December 2017.  Scheme charges remained unchanged 
until April 2022 when a tapered increase over 4 years was agreed.  
 
In early 2023 the energy market saw unprecedented increases in prices for gas and 
electricity and this had a significant impact on the costs of operating the Council’s district 
heating scheme into 2023/24. In 2023/24 the deficit was cushioned by Energy Bill 
Discount Scheme income of c£1.2m which meant the service operated at a deficit of 
c£200k rather than £1.4m it would have if the Council had not received EBDS income.  
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During 2023-24 the Council chose to match the Government’s Energy Price guarantee so 
the average cost of a District heating bill matched that of an average gas bill. As the cost 
of utilities reduced, the Government’s energy price guarantee was no longer applicable as 
the Ofgem price cap was lower.  
 
On 28 February 2024, Council agreed to a revised price of 15.27p per kwh and the 
delegation of powers to revise the price of District heating should the Ofgem price cap 
change significantly in year.  
 
On 23 February 2024, Ofgem announced a reduction in the price cap of 12% from April 
2024. The Assistant Director of Housing therefore agreed via a Officer Decision Record 
to reduce the price of District Heating from 1 April 2024 to 12.86 pence per kwh to match 
the Ofgem price cap of an average gas bill. 
 
The Ofgem price cap for the period 1 July to 30 September 2024 was announced on 24 
May 2024. This will be 5.48 pence per kwh for gas and a daily standing charge of 31.41 
pence meaning an average bill will be £754 per year. This is £55 less than the current 
average District heating bill. 
 
The table provides an overview of different pricing options and the forecast deficit to the 
HRA of each option.  
 

 
 
 
In line with the delegated authority, Option 1 is recommended. This means the average 
District Heating bill will match the average gas bill under the Ofgem price.   
 
This will mean the HRA will be paying c£217k in 2024-25 towards the cost of District 
Heating. This is a reduction of £135k against approved budget mainly a result of lower 
utility costs incurred by the Council following renewal of energy contracts. The original 
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working assumption for the cost of gas and electric was the highest cost per unit in the 
price range we had been provided by the Council’s energy team. i.e. 6-7 pence per kwh 
for gas and 30-35 pence per kwh for electricity. The actual price agreed for 2024-25 is  
5.65 pence per kwh for gas and 28.57 pence per kwh for electricity (note these are a rolled 
up rate factoring in standing charges).  
 
Given the current inefficiency in the District heating network the Council’s recommended 
approach is to continue to allow this deficit balance to be picked up by the wider HRA as 
tenants with District heating have no choice of provider for heat and hot water which other 
tenants do. 
 
This budget position is likely to change throughout the year as it is anticipated the Ofgem 
price cap will change again in October 2024. In line with the delegated authority if there is 
a further significant reduction in the Ofgem price cap during the period October 2024 to 
March 2025 further adjustments to pricing will be made.  
 
Other Options 
 
Option 2 has been rejected as this was based on full cost recovery meaning District 
heating customers would be paying above the Ofgem price cap due to inefficiencies in the 
District heating distribution networks. An investment strategy to address inefficiencies with 
the network is currently being developed by the Asset management team for end of 2024-
25.   
 
 

3.  Key Actions and Timelines  
 
3.1 
 
 
 
 

 Officer Decision Record to DLT on 18 June 2024 
 Officer Decision taken – 18 June 2024 
 District heating prices amended in Rent management system 
 Letters advising revised pricing posted to tenants 21 June 2024 
 1 July 2024 new charges take effect 

4.  Recommendations  
 
4.1 
 

To note the intention to reduce district heating pricing to 12 pence per kwh from 1 July 
2024. 


