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Solar For Business – Outline Business Case
Executive Summary
High energy bills, especially electricity bills, since the pandemic have been a key contributor to poor business performance. At the same time, national and local government have set increasingly high ambitions for achieving net zero and achieving energy security. 
Public sector support for measures to reduce business energy costs while working towards net zero have thus been popular in recent years. Particularly, many local authorities (LAs) have ran grant support for rooftop solar. 
These schemes are highly suitable when grant funding is available and when businesses are able to provide some match capital. However, these projects are not able to be sustained without central government grant funding and are not suitable for businesses without access to match capital.
With the current restrictions on public finances, to continue working to support business rooftop solar requires a new approach to replace or work in parallel with grant schemes. Such a new approach should be able to pay for itself and be accessible for businesses without capital match.
The Solar for Business project, first pioneered by West Suffolk Council, is a proposal to develop a solar scheme to support businesses and provide a return on investment for LAs. In Solar for Business, the LA agrees a roof/airspace lease with a business premise owner to install and own rooftop solar panels at a peppercorn rate. A Power Purchase Agreement (PPA) is agreed with the business that uses the property (which may be the same or different to the company that owns the building). 
The electricity generated by the solar panels is sold to the business at a rate lower than their standard energy bills, with any electricity not used on-site sold to the grid with the payment made to the LA. This means that, for the energy consumed from the solar panels, the business gets lower electricity bills, while the LA gets a return on its investment. The business can also showcase its green credentials by having renewable electricity. 
The model would also work for a Combined Authority or community group as project owner and could work with other non-domestic offtakers, depending on their energy utilisation.
An economic and financial analysis of a trial project, with 10 businesses signed up of various roof sizes and with a PPA rate of £0.1875/kWh, has been assessed and demonstrates significant returns on investment for the LA, significant bill savings for businesses, and significant carbon savings for the region:
	Installed capacity
	kWp
	650.00

	Year 1 generation
	kWh
	552,500.00

	Total generation
	kWh
	13,014,663.15

	Year 1 carbon saving
	tCO2e
	114.40

	Total carbon saving
	tCO2e
	2,694.69

	Year 1 business saving
	£
	20,718.75

	Total business saving
	£
	488,049.87

	Year 0 cost
	£
	673,850.00

	Year 1 return
	£
	75,416.25

	25 year IRR
	%
	7.6%

	25 year net profit
	£
	692,651.52

	Net present value
	£
	274,251.15

	Payback year
	 
	10.2



There are a number of key sensitivities to the project. Most notably, if background electricity prices fall then either the return on investment to the LA would fall (if the PPA rate is linked to background electricity prices) or business electricity bill savings would fall (if the PPA rate is fixed). The volatile energy market makes the likelihood of this sensitivity hard to assess, but the risks can be mitigated through use of cap and floor pricing mechanisms.
Sensitivities also exist around the discount rate proposed for the PPA, the on-site usage of the solar electricity, the types of business that utilise the scheme, and inflated staff and capital costs.
Analyses show that the model withstands most sensitivities with a positive NPV, and across all sensitivities still provides business energy bill savings and carbon reduction. The most impactful sensitivity is the energy price, requiring a suitable PPA to be put in place to ensure that the NPV remains positive, such as one that has a floor of £0.13/kWh.
These calculations have been conducted based on the use of Devolution Deal capital funding. The payback of the project means that it would be suitable for various other funding routes such as PWLB, National Wealth Fund, or Green Bonds, which would require some remodelling of financial projections, but the project is still very likely to achieve positive paybacks.
The project should be deliverable using in-house expertise at an LA across project management, energy management, finance, legal, procurement, and communications teams. However, if capacities and capabilities are limited, an alternative model of securing a delivery partner to manage the scheme is also viable.
Two key legal documents are required to be used for the project – a roof/airspace lease agreement with the building owner and a PPA with the business using the building (which may be the same or different to the owner). Template documents provided by the Net Zero Hub should be reviewed and updated to reflect the practices and policies of the LA.
The primary risks for the project are identified as:
	Risk Description
	L
	I
	Score
	Mitigation / Control Measures

	Insufficient grid capacity to accept export
	3
	4
	12
	Early engagement with DNO; size solar to grid capacity

	Delays in roof lease or PPA signing
	3
	4
	12
	Clear communication regards legal agreements; build legal delays into programme

	Businesses default or refuse to pay PPA bills
	2
	5
	10
	Financial due diligence; enforceable contracts; spread customer risk

	Revenue less than forecast due to lower generation or prices
	3
	4
	12
	Conservative forecasting; review PPAs regularly; export price strategy
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