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Summary

Since July 2016, the Terms of Reference of this Sub Committee have included: “To
be responsible for strategies, performance and monitoring initiatives in relation to
energy”.

This report brings Members up-to-date with progress in establishing the Energy
Efficiency Fund, as approved by the Policy and Resources Committee and with
current activity by the Corporate Energy Team to support and promote use of the
Fund.

The Chief Officer Strategic Energy Programme Board, established in 2015, has
agreed the terms and conditions, and bid assessment criteria for the Fund, which
was launched in July 2016. To date, six bids have been received, and these are
currently being assessed. The Corporate Energy Team is working with departments
to develop further bids and establish the potential future demand for the Fund. In
order to assist with the future promotion of the Fund, it is proposed to change the
name of the fund to ‘Energy Interest-Free Loan Scheme’.

Recommendation
Members are asked to:

a) Note the report, and the actions being taken to increase take-up of the Energy
Efficiency Fund.

b) Approve the renaming of the fund from ‘Energy Efficiency Fund’ to ‘Energy
Efficiency Interest-Free Loan Scheme’.

Main Report
Background

1. In May 2013, the City Corporation commissioned AECOM to carry out a strategic
energy review of the operational estate. The overall aim of the review was to
prepare a roadmap for how the City Corporation can reduce its energy use by
40% by 2025 against a 2008/09 baseline. In December 2014, the Finance
Committee agreed an energy reduction target of 9% for the period 2014/15 to
2017/18, which would maintain the City Corporation’s progress towards the target
40% reduction by 2025.




2. As a result of this study a set of recommendations were put forward and agreed
by the Chief Officer Summit Group in January 2014. These were reported to the
Efficiency and Performance Sub-Committee in July 2014 and the Finance
Committee in December 2014.

3. One of the recommendations was to set up an Energy Efficiency Fund (interest
free loan) that would allow for easy access to finance, enabling strategic energy
investments to take place in the City Corporation.

4. In September 2014, the Efficiency and Performance Sub Committee gave in-
principle support to the establishment of a fund, but highlighted the need for a
revised report, with a detailed business case to be presented to the Resource
Allocation Sub-Committee.

5. In December 2014, an outline proposal for the fund was reported to the Finance
Committee, and in March 2015 the Resource Allocation Sub-Committee
approved the establishment of the internal Energy Efficiency Fund, with funding
of £500k per annum for five years. This was endorsed by the Policy and
Resources Committee.

6. Members authorised the City Surveyor, with the support of the Town Clerk and
the Chamberlain, to establish appropriate administration arrangements for the
Fund, which would be based on the operational and eligibility criteria outlined in
the report to Members. Members also noted a proposal for an annual review of
progress with the fund and projects funded, to be reported to the Efficiency and
Performance Sub-Committee (now to the Corporate Asset Sub-Committee as this
Sub-Committee now has responsibility for energy matters).

Progress in establishing the fund

7. Since approval was given to the establishment of the fund, both the Town Clerk’s
Head of Sustainability and the (then) Corporate Energy Manager have left the
City Corporation. As a result, there were some delays in progressing with the
establishment of the fund.

8. The new Corporate Energy Manager joined the City Corporation later in 2015,
developing an Opportunity Outline to take forward the full set of
recommendations from the AECOM review. This was endorsed by the Chief
Officer Summit Group in September 2015, who also agreed the establishment of
a Strategic Energy Programme Board to drive this project forward. The Board has
been chaired by the Deputy Town Clerk, with membership including the Director
of Open Spaces and staff from the Town Clerk’'s, Chamberlain’s and City
Surveyor’s Departments.

9. The Board reviewed and revised the outline operational and eligibility criteria to
develop a formal set of Terms and Conditions for the Fund. The key changes
from the outline presented to Members are:

e To revise the payback period from five years (extendable up to eight years
in exceptional cases) to five years (extendable to up to 10 years in
exceptional circumstances);



e To allow bids to be made from all City Corporation operational properties,
rather than restrict bids to only Guildhall, Walbrook Wharf and the
Barbican Centre; and

e To relax the restriction of bids to proven technologies only, allowing
consideration to be given to less mature technologies.

10.The full agreed Terms and Conditions are attached as Appendix 1.

11.The Board has also developed criteria for assessing and prioritising bids against
the following criteria:

a. Payback (35% weighting);

b. Alignment with corporate objectives, service improvements and links to
other strategic projects (15% weighting);

c. Risks to delivery of the project and quality of evidence of risk management
(15% weighting);

d. Robustness of proposed management and governance arrangements
(10% weighting);

e. Plans for monitoring project success and achieving savings (10%
weighting), and

f. Benefits Realisation, including CO2 savings, reputational impact and wider
socio-economic factors (15% weighting).

12.The Fund was launched on 6 July 2016, with an initial deadline for bids of 19
August 2016. This was supported by
a. An Insight Lunch;
b. Communications on the Intranet; and
c. Emails to, and face-to-face meetings with, the departmental Energy
Wardens and Energy Coordinators.

Current position

13.Six bids were received of which one project (Guildhall Solar PVs) would not
qgualify under the current T&Cs relating to the payback period. Please see
Appendix 2 for more information on the received bids.

14.These bids are currently being reviewed and assessed against the criteria above.
In addition, the Programme Board, in conjunction with the Corporate Energy
Team, is investigating factors behind the initial low level of take-up. This could be
the result of many factors including: time constraints, lack of technical knowledge,
lack of resources or other tangible incentives, still working up proposal, or simply
that departments have available or earmarked resources within their existing
local risk budgets It has also been noted that there has been some confusion as
to whether the fund is a ‘grant’ rather than an ‘interest free loan’.

Next Steps
15. At present there are some concerns over the uptake of the fund. As a result the

Corporate Energy Team is meeting key site managers and facilities managers
(including at the Barbican Centre and Smithfield Market) to discuss potential



reasons for not applying for the loan to date, enquiring what proposals are being
developed and what could be done to assist in the development of suitable bids.

16.The Corporate Energy Team is also developing a pipeline of projects with a view
to prioritising those that would have a larger impact on overall energy reduction.
For example at present ideas such as installation of Voltage Optimisation and
West wing chiller replacements at Guildhall is being looked at. Furthermore an
opportunity to enhance the pumps at Smithfield is already due for refurbishment
at the end of this financial year.

17.The Programme Board is looking at better ways to communicate and promote the
fund for future bidding rounds, which will meet the success criteria and contribute
to the City’s target reduction.

18. The Programme Board is aiming to finish this review process by the end of
September.

Corporate & Strategic Implications

19.The reduction in energy costs supports Key Policy Priority 2 contained in the
2015-19 Corporate Plan:
a. “Improving the value for money of our services within the constraints of
reduced resources’.

20.The Carbon Descent Plan’s (CDP’s) focus is to reduce the overall energy use
which in turn will lead to savings in energy costs. The CDP is therefore in accord
with the second and third objectives of the City’s 2015-19 Corporate Plan
strategic aims:
e “To provide modern, efficient and high quality local services, including
policing, within the Square Mile for workers, residents and visitors”.
e “To provide valued services, such as education, employment, culture and
leisure, to London and the nation”.

Conclusion

21.1In line with one of the AECOM recommendations we have introduced the Energy
Efficiency fund with £0.5m per year available for departments to submit bids for
energy efficiency projects on a loan and payback basis.

22.The take-up so far has been limited (both in types of schemes and the
departments who have submitted bids). The Corporate Energy Management
Team is working with relevant departments to encourage further bids. A further
update will be presented to Members once further bids have been submitted.

Appendices
e Appendix 1 — Energy Efficiency Fund Terms and Conditions
e Appendix 2 — Tranche 1 Bids

Mansi Sehgal, Corporate Energy Manager, City Surveyor's Department
T: 020 7332 1130, E: mansi.sehgal@cityoflondon.gov.uk
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Appendix 1
City of London Corporation: Energy Efficiency Fund (EEF)

Terms and conditions:

e Priority will be given to work on operational properties — in particular the Guildhall
complex, Barbican Centre or Walbrook Whatrf.

e Priority will be given to the application of proven energy technologies (although
experimental or speculative technologies will also be considered).

e Proposals may be submitted for energy saving measures/improvement in
projects, where funding was not provided within the approved budget but was
proposed in the original specification. (Supporting evidence would be required.)

e The EEF will be independent of the Buildings Repairs and Maintenance (BRM)
and Additional Works Programme (AWP) budgets. Projects that have been
identified with an energy saving element under the BRM and AWP would
continue to be funded through these routes. The EEF cannot be used to divert,
replace or subsidise other budgets.

e Consideration will be given to funding for projects where match funding
contributions from external/third parties have been secured to support the project
costs.

e The minimum value for a project to be eligible will be £5,000. Capital projects
over £50,000 and revenue projects over £250,000 will also be subject to Member
approval in accordance with the Project Gateway Approval Process.

e The maximum energy savings payback period would normally be 5 years.
However, in exceptional cases, this may be extended up to 10 years.

e Straight payback will generally be used when assessing projects but other
assessments such as Net Present Value and whole life costing (including on-
going maintenance) will also be considered where appropriate, to ensure full
evaluation and consideration of projects that do not appear to be immediately
viable.

e Loans will be interest-free and repayable from local risk revenue budgets.
Applications will need to demonstrate that financial savings will be such that the
loan advance can be repaid.

e In general the loan repayment period will be up to 5 years; however in instances
where the payback is not 5 years, the loan period will be assessed separately.

e The first repayment will start at the commencement of financial year after the
works have reached practical completion, unless the business case states
otherwise.

Guidance notes:
All applications will need to be in the form of a completed Business Case Template,
which should be submitted to: Mansi Sehgal, Corporate Energy Manager

All applications will be considered by the Programme Board, comprising the Deputy
Town Clerk, Director of Open Spaces, Head of Corporate Asset Management,
Corporate Energy Manager, Responsible Procurement Manager, and Head of
Corporate Performance and Development.



Tranche 1 EEF Bids

Appendix 2

EEF Applications Tranche 1 (August 2016)

Funds| Payback Savings| Savings in year Tentiative
Project [Department  |Project requested| (years)* NPV**| (kWh/year)| 1 (£/year)**|Savings Score
) Guildhall West Wing 1.3% reduction for West Wing
1  |City Surveyors £58,594( 115 £7,476 29,774 £4,968 - . 55%
Solar PV electricity (excl. chillers)
Guildhall CHW
. Hena 14.7% reduction for West
2 |City Surveyors |System Condenser £33551] 1.7 £186,983 162,060 £18,935] . . . 77%
Wing Chillers electricity
Pump Controls
F ' 25% reduction for Sports Hall
3 |EMANS e cemen'sSolarPV | £62,930| 86 | £28148| 35787 £6,732| >0 reductionfor Sports Hall | -
School electricity
W Offices Sol 29% reduction for W
4 |openSpaces | o on OSSO ee1020] 9.8 | £15884] 30259 £5,767| 7 "ecuction fortarren 63%
PV offices electricity
H tead Lido Sol 6% reduction for the Lid
5 |OpenSpaces | o PoreadHA0 0B pag 900l 91 £9,954| 22,200 £3,841| 7 recuction forthe tido 50%
PV electricity
31% reduction for the sit
6 |OpenSpaces |Harrow Road Solar Pv| £21,520] 9.9 £459| 10,320 £1,967|° 7 leouctonforne site 50%
electricity
|Total | £276,295] | £253,035] 290,401 £42,211]

*  Pay back year is the point at which the undiscounted cumulative net cash flow exceeds the funding requested.

*k

** These are the savings for the first 12 months following installation, savings for subsequent years may differ.

NPV is calculated over life of asset; anticipated lifes is 25 years for solar PV life and 15 years for pumps controls.




