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Net Zero Delivery Vehicle
Executive Summary

A model for local net zero investment:
A financing instrument with de-risking tools &
transaction enablers

Developed by EP Group for the Greater South East
Net Zero Hub

2 years of R&D with Local Authorities

Designed for less urban, 2-tier and unitary authorities
Build capacity

Build investor confidence

Inspiring a re-design of Net Zero Hub’s services

4 x Local Authorities considering pilots
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Development timeline

What is the
. ial?
Hypothesis A
To increase the flow of capital into What are the
barriers?

Local Net Zero projects we need to
address the lack of development

] ] _ Investor
and financing capacity to turn requirements
economic potential into bankable
projects. Priority investments

Access development

e ) : :
Greater funding and pilot

Net Zero Hub




. : Estimated total value of over £46 billion across
Net Zero Plpellnes 2021-30 the four authorities. Approx £4k per capita.
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Surrey County Council (SCC)

Net-zero Targets and Strategies: Required finance and delivery:

Climate Change Delivery Plan (CCDP) 2021-25

Countywide emissions targets to be achieved by 2025 | £65_7] m | | ) | £5.4_4 X 2 bl | )

9 Carbon Management Plan

LT The cost of the Council's The cost of Surrey County Wide

2030 NZ carbon plan capital Delivery Plan 2021-2025 capital

Greener Futures Finance Strategy
Finance requirements for implementation of both the Climate

LOCASE (countywide)

o . Decarbonisation Offers SMEs grants of up to £10,000 for

Building retrofits q e . .
e EV fleet conversion support for fuel-poor, energy efficiency or "green business
By 20{?5-51 buildings By 2023: 68 vehicles off-grid or vulnerable development" opportunities, along with an
refrotitted. converted to EV. homes (countywide) environmental training scheme & events.
By 2025: 10 buildings By 2025: 272 vehicles By 2025 S :“5‘5 000 By 2023: engage 600 SMEs. . 8
retrofitted. N Y : Support 53, R ) s Public EV infrastructure
converfed fo EV. vulnerable homes. t4 - support £y usinesses. (countywide)
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Grount mounted solar Solar Together group residential

By 2023: Proiect devel LED streetlighting d Tree planting (countywide) Local Nature
' RS y 2023:1,200 homes installed with solar gy, 5025: 600,000 trees/hedges planted. i
By 2025: 15MW (peak) installed. oanels. Y =esihe es(planie (countywide)

By 2025: 6.2m solar panels installed.



Surrey County Council (SCC)

Net-zero Targets and Strategies:

Climate Change Delivery Plan (CCDP) 2021-25
Countywide emissions targets to be achieved by 2025

Carbon Management Plan
Emissions targets for the Council to reach Net-Zero

Greener Futures Finance Strategy
Finance requirements for implementation of both the Climate

Decarbonisati
Building retrofits

EV fleet conversion
By 2023: 21 buildings

support for fuel-poor,

Required finance and delivery:

| £65-71mil.

The cost of the Council's
2030 NZ carbon plan capital

|£3.4-4.2bil.

The cost of Surrey County Wide
Delivery Plan 2021-2025 capital

LOCASE (countywide)
Offers SMEs grants of up fo £10,000 for
energy efficiency or "green

ion
business

i By 2023: 68 vehicles off-grid or vulnerabl o , along with an
’Be";o‘z": o buid converted fo EV. Cemeo(EEtit) environmental fraining scheme & events.
) 2025: 10 buildings ) "
retrofitied, By 2025: 272 vehicles By 2025: Support 53,000 Cy AP gApELIEE Public EV infrastructure

converted to EV.

vulnerable homes.

By 2025: support 7,800 businesses.

(countywide)
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Grount mounted solar

By 2023: Project development
processing/complete.

By 2025: I5MW (peak) installed.

LED streetlighting
In progress to be
completed by 2025.

v P Y v
LTI GETD ’,:"""‘""" Tree planting (countywide) Local Nature
e (coyklo) By 2025: 110,000 frees/hedges planted.  Recovery strategy
By 2025:1,200 homes installed with 50131 05: 400,000 e/ hecges plonted oo

panels.
By 2025: 6.2m solar panels installed.

Brighton and Hove City Council (BHCC)

Required Finance:

| > £14.5mil.

Net-zero Targets and Strategies:
o 2030 Carbon Neutral Plan
The City Council's respanse to
climate and biodiversity
emergency: emissions to be cut
as far as possible, the remainder

are expacted to excead, while

associate "high upfront costs'

offset
Restructuring SMEs with &- A27 balancing pond Public bikeshare
bikes and e-cargo bikes  f, Sepr. 2022 Construction  reorganisation

By Summer 2023: 100%
Bikeshare occessibility

begun on natural

Completed: Purchase of 12 e-
and e-cargo bikes, scoping
further development

balancing/infiltration system

The amount the prejects in advanced stoges
financing target hos been identified. BHCC

remaining projects in the in their 2030 plan

| £720 - £904 million

Worth of county investments indicated by SCC's leverage rate.
Expected Project Outcomes

* A comprehensive, nature-based response major flooding risks across the
Brighton region

* Renswed efforts to decarbenise buildings under the BHCC's jurisdiction,
including energy efficiency oudits at 49 sites, measures at 20 public
schools, and construction of two new earbon neutral sports facilities

no specific

" with the

Norton Road water
capture system
Medium-Term;

Preston Park sewer Sports faci

investment plan
By 2031: Two lorge new
carbon neutral facilities

os
Long-term:

Attenuation and
Interceptor designed,

infiltcation systam in
awalting Il i i

A

v v
Local flood risk strategy Water efficiency fund Energy efficien: The living coast
Hoat pump pilot 5, oy 2023, Hotspats e R LEB - Changing Chalk e
ear-term identified, sustainablo 40 highest i SRS Long-term pasdtlidges
Retrofitting of heat s ighest consuming sites 10 pgdium-term: ) Long-Term:

drainage system designed have smart eonsumpt

umps in prograss
pumgs in prag! meters insfalled

18 landscape scole
«conservation projects to be
dolivered

= 20 schoals to have energy

efficiency projects developed

Multiple wildlife/pedestrian
corridors across the A7
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Essex County Council (ECC)

Net-zero Targets and Strategies:

Adopting fo Climate Change Action Plan
Adaptation fargets supporting 2080 climate reslience
9 Making Essex Carbon Neutral Recommendation Set
A range of sectoral fargets from 2022-2050, as well as next steps for strategy

Council estate retrofit strategy

By 2022: Setup followup surveys and PSDF
skills funding (at least £75m) for 250 core
council bulldings.

Gngoing target: Installation of LED lighting,
and 100kWp of battery-integrated solar at
Essex Records Office.

Zero CO2 homes:

By 2022: 85 homes were retrofitted with exteral wall, loft
and cavity wall insulation, and air source heat pumps
Near-term: Construct 62 zero carban homes (70%
atfordable], with on additional 40 1o come.

Transpart: Canstruction of walkable neighbourhoad with |
electric charging station and storage for 69 bikes.

The cost of the Council's "Making
Essex Carbon Neutral” plan

Required finance and delivery:

| £200 million

|£10.5 - 11.8 billion

Worth of county investments indicated by
SCC's leverage rate. However, Parity
Project estimates £13bil.

Tree planting (countywide)
Essex Forest Initiative:

By 2022: 142,000 trees planted

By 2025: Another 233,000 trees
need 1o be planted (Colchester).
Long-term: Essex Forest Partnership
conmmitted to plant 1 million frees

Varied solar (countywide)
Since 2018, 770 solar PV have been
installed in houssholds, generating 3.17MW
of electricity.

Short-term: 610 new solar installations,
odding 2.4 MW of generation capacity,
displacing 71,200 tonnes of CO2e annually
By 2050: All roafs to have solar panels

By
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Y ( y imp Climate Focus Areas (CFAs)
By 2022: Ban ll soles of single-use plastic on

Anglia Ruskin campus.
By 2026: Increase recycling rate by 60%
By 2030: Zero land il

Kent County Council (KCC)

Required Finance:

|> £ 91.5m

The cost of the Council's net zero masterplan;
Kent needs a coordinated approach to fruly real
the potential of  flourishing green economy.

| "£5.00b

Worth of county investments indicated by SCC's
leverage rate.

Net-zero Targets and Strategies:

0 2030 Carbon Neutral Plan
KCC have committed to reduce
greenhouse gas emissions from
their own estate, operations and
wholly owned services to Net
Zero by 2030.

LED streetlighting  Solar Panels Bee Action Plan Heat Network
Completedin 2015 Completed by 2020: By 2023: Implement Plan Bee Action By 2025 Bulid
Conversion of 120,000 Instaliation of 2,300 solar Plan ocross KCC managed land Maidstone heot
streetlights to LED panels in KCC's buildings  including highways, PROW, network
corporate estates and country parks
- a a s

e it SEE TEEEEEEEE TEEE SLEEERE SEEEEE

€ ooe

Solar Parks

By 2024: Enable 32 MW of
solar parks fo help meet
energy needs

v
Heat pump installation
Completed: Installation of heat
pumps in 3 KCC buildings, which
saves 62 tonnes of CO2e annually

Biodiversity

By 2023: Secure policy
commitment to 20%
biodiversity net gain in Kent

By 2023: Creation of two reglonal CFAs, ane aiming
o monage 30% of land as natural infrastructure and
double tree cover ta 10%, the other to build 23,000

new sustainable homes (30-40% will be "offordable”)

Rt IR

L

LOCASE (countywide) ¥

Offers SMEs grants of up fo £10,000 for energy efficiency
apportunities, aleng with an envirenmental fraining scheme
Sinee 2016, 397 businesses received funding fo reduee 2,902
tonnes of COZe.

By 2023: “250 SMEs, saving T1.5001CO2e and £500k yearly.

Expected Project Outcomes

« Reduce CO2e by 17,5000 tonnes per annum to meet 2030
target, and end all reliance on oil fired heating by 2025.

« Identify priorities for the restoration of biodiversity, map
existing valuable areas of nature and make specific proposals
to create or improve habitat and wider environmental goals.

« Turn the curve on transport emissions and road pollution by
developing approaches to road space, parking, public
transport and electric vehicle infrastructure with a

towards more ble travel modes.

Low Carbon

By 2030: Move 30% of Gas heating fo
Heat Pumps, and insulate buildings for
20% reduction in heat loss

Reprocess Waste Materials
Long-Term:

Create infrastructure 1o reprocess waste
materials, to maintain closed loop economy.

A

v v
Low Carbon Heating EV fleet conversion  EV charge points
By 2030: Switch oil fuelled By 2030: 80% Business Long-Term:

miles and 100% fleet miles
fo be via electric vehicle

back-up generators fo low
carbon alteratives

Install EV charge points at
appropriate KCC locations



Selected findings

Lack of
development
finance

Small ticket
size

Barriers to
private
capital for
Local Net

Investors’ Zero

peroc]ffi';ikons projects

Local
authority and
supply chain

capacity

Local
authority
financial

conservatism

Highly Lack of
bespoke pathways for
- projects, lack project
"o of development
Greater S :
South East standardisati and technical
Net Zero Hub on support

We always have to fund \
feasibility studies and
never get areturn.

The private sector just
wants to take the easy
projects and the big
returns, leaving the public

Ksec’ror with the rest. /

ﬂVe need shovel-ready
projects. We only fund
project development in
exchange for exclusivity.

We want the public
sector to take a first loss
position, so we can take

only the risks we want to
take.




Developing de-risked, bankable projects

Starting points

Standardisation makes markets BUT
every place is different. So we need ...

() Local leadership and delivery

(i) Standards & codified good practice
- Underwriting and extra de-risking measures
- Transaction enablers

(i) Pathways for delivery

- Project development

- Finance

- Procurement

Good projects are not developed for free:

Development finance must be made
available as investor confidence grows

Example: bankable energy
efficiency projects built on
standards and codes of practice

ESCO-in-a-box (EP Group)
System for financing and local delivery of
business EE projects

EEFIG Underwriting Guide
‘How-to’ for bankable EE projects

Investor Confidence Project
Standards for bankable EE projects

International Performance Measurement &
Verification Protocol (IPMVP)
Standard for verification of EE projects




Operational view

UKIB Institutional investors

S — I P —— | I — mp— o -

- . . I
| Net Zero Delivery Vehicle i
I

Enablers Tools I

Local
Authority

« Political
commitment
to net zero

Asset
Management

Investment into

Projects

. I

Statutory Net Pro]e?;?:lyrisgmem Guarantee(s) as Monitoring & |
roles zZero Net zero project required verification |
pipeline Procurement - !

Access to by . framework(s) Insurance(s) Reporting |
PWLB / low 203 Standardised processes i
cost funds . & tools !

Development Underwriting Investment Performance

'Q /' Greater
9 South East
Net Zero Hub

Delivered by a Project Delivery Unit (PDU),
resourced via procured service

Bankable
Project

Operational

Project




Structural view

4. Mini competitions to access supply
chain via framework

NzZDV framework / DPS .

«  Specialist delivery contractors

«  Resourcing for delivery units, e.g. .
delivery of residential and business-
facing programmes

Finance providers

Relationship w/ NZDV
Managing Organisation
Direct investment into local
funds and projects

\4

Finance qualification criteria:
& practices embedded in'!

1

NzZDV through MO+

Option to invest in LLP

1. Procure NZDV

Local Council

Political
accountability and
oversight

2a. Establish and join arm’s-length LLP.

v

Planning
NZ 2b. Coordination of PDUs ensured through

secondment of LA staff & regular contact with
relevant authority within council.

NZDV Managing Organisation

*  Manages establishment of Local NZDV & delivery units

*  Manages operation of Local NZDV
*  Manages NZDV framework
«  Holds relationships with finance providers

3. Professional services delivered according to NZDV playbook

Finance
Project development

*  Run mini competitions (access to framework)

- QA MRV

Local Delivery Partnership

Assured delivery of net zero target(s) and impacts

Housing PDU Business PDU Natural capital PDU

10



Next steps

« Support a funded project to develop the first
Vehicle and deliver Priority Investment(s)

 Incorporate findings into our services
- Developing bankable projects

- Integrating de-risking measures

- Alignment of terminology, project stages
- Extra support at investment stage gates

- Links to finance providers

East 1|

5. Construction
0. Strategic 1. Preparation 2. Concept 3. Spatial 4. Technical ; 7 P f
definition and briefing design coordination design ntegrationjand Blandover 7Gperaticn
installation
;. Commercial Investor Completion
: model commitment
% /! Greater
South East

Net Zero Hub




Greater
South East
Net Zero Hub

alex.rathmell@gsenetzerohub.asg-uk-

Coast to enterprise[T)
qu|fa| beieiig prosparty trough Innovation

Buckinghamshire
g [ F\) CAMBRIDGESHIRE & PETERBOROUGH
o ( OMBINED AUTHORITY

Department for

Energy Security ) pu
& Net Zero CONDGN t‘:?af%ﬁt?::s’ NEWANGLA  OxLEP g SEMLEP
AUTHORITY Partnership MG Pt driving economic growth & LOCAL ot Eas i




Appendix: Background

2021 2022 Q1-3 2023 :
Innovate UK GSENZH Innovate UK
Concept Scoping study Shift to Net Zero !
development - Essex
EP Group’s } (e
ESCO-in-a- - Surrey Identify Develop Priority Develop PDU 3 Establish initial Procure NZDV
box launches - Brighton & Hove Priority Investment & template(s) | PDU(s)
Investments scope PDU (WP4)  (WP5) and ! Establish NZDV
(WP3) refine NZDV ; Managing Org
design (WP6) 3
® ° ® — o> > ® >
Concept NZ pipelines Business case Delivery plan Scale
. ; u
note Taxonomy and roadmap for for priority 3 Deliver P
Greater South investment(s) ; Priority
NZDY deglgn East region and A f Investments
specification mobilisation of i
NZDV E
{  Embed NZDV
i findings,
i concepts,
= designs in
i Greater South
%9 i East Net Zero
?t; / Greater ! Hub delivery
o | ® south East }
®  NetZeroHub :



Appendix: Accessing finance

Finance types

* Balance Sheet
* Grant (govt or

other, e.g, PSDS)

*  Public Works
Loan Board

* Concessionary
Funding

*  Commercial Debt

e  Commercial
Equity

* Crowdfunding

* Outcome seeking

g ]

be
[ 8

“’ . Greater

’ South East

‘®  NetZeroHub

Instruments

Bonds
Asset Finance

« Operating
Leases

* Finance
Leases

* Project Finance
e Secured Debt

* Assets, inc
mortgage

« Revenue
* Unsecured Debt
 Shares

«  Community
Ownership

Tools employed by the NZDV

De-risking measures

Underwrite specific
risk perceptions of investors

« Financial risk

« Technology risk

* Operational risk

* Modelling risk

« Compliance

* Business risk

For example:

« Technical assistance
« Standardisation

* Quality assurance
» Capacity building
« Verification

Transaction enablers

« Development finance
» Best practice

» Access to best-in-class
external expertise

+ Development and delivery
capacity

» Cornerstone investment

* Credit enhancements
e.g. performance insurance

Competences
» Business cases
* Funding stack

« Finance matchmaking
and blending

1.4
T
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