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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





Strategic Case
Strategic Context
High energy bills, especially electricity bills, since the pandemic have been a key contributor to poor business performance. This leads to businesses failing or choosing not to expand, with consequent reductions in employment and staff wages.
At the same time, national and local government have set increasingly high ambitions for achieving net zero and achieving energy security. However, there are limits to their ability to achieve these ambitions for land and buildings for which they are not responsible, such as private sector businesses.
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 have ran grant support for rooftop solar, largely funding through the Shared Prosperity Fund. 
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.

High Level Options
There are two natural routes for business solar projects that pay for themselves and are accessible for businesses without capital match.
1) LA/CA-led low interest loan schemes for solar
2) LA/CA-owned solar rooftops selling electricity through a Power Purchase Agreement (PPA)
These options are compared against each other for various key criteria:
	Criteria
	Option 1: LA-Owned Solar (PPA)
	Option 2: LA Loan Scheme

	Carbon Reduction
	High – enables widespread deployment and LA can target high-impact sites
	Medium – dependent on business uptake and motivations

	Cost to LA
	High upfront capital cost, but generates revenue over time
	Lower capital risk (loans are repaid), but limited revenue generation

	Revenue Generation
	Medium to high – from PPAs and export
	Low – primarily interest on loans

	Business Incentive
	Medium – cost savings from discounted electricity, but no ownership
	High – businesses benefit from full savings and asset ownership, but must be prepared to handle debt

	Business Targeting
	High – legal processes and benefit realisation route allows for a wider variety of businesses, which can be targeted to specific sectors if desired 
	Low – uptake will be limited by landlord relationships and debt appetite 

	Control & Strategic Alignment
	High – LA controls siting, technical standards, and reinvestment strategy
	Low – LA influence limited once loan is issued

	Administrative Burden
	Medium – requires project and asset management, legal arrangements
	Medium – requires loan fund management, due diligence, repayments

	Risk to LA
	Medium – technical, market, and policy risks borne by LA
	Low – risks transferred to business (except for loan default risk)

	Revenue Risk
	Low – revenue generation tied to building not business
	High – revenue generation tied to business, requiring long term business stability

	Scalability
	High – reinvestment of returns enables growth
	Medium – limited by loan fund size and business interest

	Delivery Speed
	Moderate – procurement and installation must be centrally managed
	Faster – depends on business readiness and contractor market

	Equity / Inclusion
	Strong – LA can target businesses that are overlooked by private finance
	Weak – may primarily benefit well-resourced businesses able to take on loans

	Market Gap
	High – commercially available PPA schemes are largely limited to large sites and users
	Low – range of debt financing options already exist



The PPA model is the preferred option as it provides greater control; has more secure long-term financial returns; has greater scalability; and works in a greater gap in the market.

Solar for Business Concept
The PPA model is already active in other LAs, most notably in West Suffolk through their Solar for Business programme, and through a number of community energy projects such as Grimsby Community Energy. This project therefore closely follows the concept of the Solar for Business scheme. 
In Solar for Business, the LA agrees a roof lease with a business premise owner to install and own rooftop solar panels at a peppercorn rate. A 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 scheme has been undertaken by West Suffolk for over a decade with around 100 businesses benefitting from the project. The returns of the project were sufficiently substantial for the scheme to be a critical part of their UK Infrastructure Bank loan, where the profits from the project are used to repay the loan.
Portsmouth City Council have also run a similar scheme called Switched On Businesses for several years. 
SMART Objectives
It is good practice to do an initial proof-of-concept trial deliver of the project before widespread rollout. SMART objectives are thus set out for an initial version of the scheme delivering on 10 businesses.
	Target Measure
	Target Quantity
	Target Date

	Capacity installed
	650kWp
	1 year from project approval

	Annual carbon saved
	114tCO2e
	1 year from project delivery

	Annual Business cost savings
	£20,000
	1 year from project delivery

	Annual LA financial return
	£75,000
	1 year from project delivery

	Stakeholder satisfaction
	90% rate scheme 4/5 or above
	6 months from project delivery





Economic/Financial Case
Project Model
An economic and financial analysis has been conducted on a model version of the project. For full details see Appendix ‘Economic Model – Core’. 
The model assumes a trial installing solar on 10 local business roofs. Business roofs are separated out into 4 categories of size:
Small: 150 m2, typical of small shops, cafes, and offices, capable of installing 15kWp.
Medium: 500m2, typical of shops, multi-unit offices, and pubs, capable of installing 35kWp.
Large: 1500m2, typical of large retail centres, warehouses, and manufacturing units, capable of installing 100kWp.
Very large: 4500m2, typical of larger warehouses, distribution centres, and industrial facilities, capable of installing 200kWp.
To account for the number of businesses across these sizes, it is presumed that 3 small, 3 medium, 3 large, and 1 very large business are involved in the scheme. 
A typical solar generation ratio of 850kWh/yr/kWp is presumed, based on standard irradiance factors in Yorkshire and past experience. A conservative 0.5% degradation factor is built into the project model to account for wear of the system. A conservative 25-year lifetime is presumed for the system.
A £1000/kWp cost for installation is presumed across all business sizes. This covers the units, scaffolding, and labour. This reflects past experience and industry standards. While larger sites are likely to benefit from an economy of scale, the additional scaffolding costs will limit this impact. 
Structural survey costs are included at £1000 for small businesses, £1750 for medium businesses, £3000 for large businesses, and £6000 for very large businesses. It is presumed that all sites will not need any structural remedies and that any found to require them would be replaced by another equivalent business. These structural survey prices are slightly inflated to account for the possibility of an additional site being surveyed after one is excluded from the project.
An operation and maintenance cost of £10/kWp is presumed based on previous experience. An inverter replacement cost is included at year 13 at £30/kWp, as per industry standard. A decommissioning cost is included at year 25 at £300/kWp; this cost is highly uncertain but is derived from academic research. It may be the case that the decommissioning cost is not required and the system can be gifted to the business for free or freely replaced at the end of the 25 years with the costs being born by the replacement project.
A start-up management cost of £6,600 is presumed, accounting for general project management, legal and finance reviews, and procurement costs. An ongoing management cost of £1,320 per annum is presumed for general project management and billing costs.
Existing business electricity costs are presumed to be at £0.25p/kWh (excluding standing charge) for the duration of the project lifetime, based on standard current prices. The PPA charge is presumed to be set at a 25% discount to existing costs and therefore is set at £0.1875/kWh. A Smart Export Guarantee (SEG) rate of £0.06/kWh is presumed for the lifetime of the project, conservatively based on current prices. Businesses are presumed to use 60% of the electricity generated on-site, which is approximately 9-5 Monday-Friday working hours. 
The project is presumed to be funded through Devolution Deal funding, and thus no loan repayments are included. A discount rate of 3.5% included, as per Green Book recommendation. 
The 2024 grid carbon intensity of 0.00021tCO2e/kWh is utilised across all years. This is because grid decarbonisation would not occur without these projects and thus they should be compared with the current grid carbon intensity as a counterfactual.
All inputs and assumptions should be amended regularly to reflect the current local economic context. 
The outputs of the model demonstrate 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



[image: ]
Sensitivity Analysis
There are a number of sensitivities to consider in analysing the outputs of this project; some of these are due to external factors and some are due to choices in the design of the project.
Energy Pricing – the primary sensitivity for this project’s returns is the long-term change in electricity costs. The Green Book presumes that energy prices will fall over the coming years before stabilising at £0.12/kWh in 2040. If the PPA rate is set at a 25% discount over background electricity prices, this results in a PPA rate of under £0.10 for over half of the project lifetime, thus significantly reducing the PPA income for the LA. Businesses will also see a lower energy bill reduction. In this scenario, the project returns a negative net present value (NPV) in year 25.
	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
	£
	16,207.41

	Total business saving
	£
	268,047.95

	Year 0 cost
	£
	673,850.00

	Year 1 return
	£
	61,882.24

	25 year IRR
	%
	2.6%

	25 year net profit
	£
	227,645.77

	Net present value
	£
	-53,312.25

	Payback year
	 
	17.8


The impacts of this sensitivity could be mitigated by fixing the PPA rate for the lifetime of the project, or until the point at which a return on investment is made. Alternatively, a cap and floor mechanism could be set so that energy bill discounts do not drop below a level required for a desired NPV (or any other financial output), while the cap ensures that business energy prices do not continue to rise if background electricity prices rise. The decision of how to mitigate this scenario should be made by considering the priorities of return on investment rate, risk appetite, and business bill savings. 
PPA rate – In addition to its relationship to the background energy pricing, the PPA rate can be chosen to be set at an alternative level to increase return on investment or increase business savings. The 25% discount rate presumed is relatively arbitrary, but reflects activity elsewhere.  Any increase in PPA discount rate will have a corresponding increase in the risks of decreasing background energy prices. The decision on setting the rate of the PPA should therefore be made by considering the priorities of return on investment rate, risk appetite, and business bill savings.  Alterative PPA rates, presuming a £0.25/kWh for 25 years, are considered:
	
	
	30% discount
	40% discount
	50% discount

	Installed capacity
	kWp
	650.00
	650.00
	650.00

	Year 1 generation
	kWh
	552,500.00
	552,500.00
	552,500.00

	Total generation
	kWh
	13,014,663.15
	13,014,663.15
	13,014,663.15

	Year 1 carbon saving
	tCO2e
	114.40
	114.40
	114.40

	Total carbon saving
	tCO2e
	2,694.69
	2,694.69
	2,694.69

	Year 1 business saving
	£
	24,862.50
	33,150.00
	41,437.50

	Total business saving
	£
	585,659.84
	780,879.79
	976,099.74

	Year 0 cost
	£
	673,850.00
	673,850.00
	673,850.00

	Year 1 return
	£
	71,272.50
	62,985.00
	54,697.50

	25 year IRR
	%
	6.8%
	4.9%
	2.8%

	25 year net profit
	£
	595,041.55
	399,821.60
	204,601.65

	Net present value
	£
	211,525.27
	86,073.51
	-39,378.26

	Payback year
	 
	10.9
	13.0
	15.4



On-site usage – building operating hours and electricity demand, plus any vacancy time from a business closing down, will change the amount of electricity charged at the PPA rate and at the SEG rate. Maximising the PPA and minimising the SEG proportion will ensure maximum returns. Half hourly electricity usage data from the business should be used by the supplier when sizing the solar to maximise returns. A 50% and 70% on-site usage are considered as sensitivities:
	
	
	50% usage
	70% usage

	Installed capacity
	kWp
	650.00
	650.00

	Year 1 generation
	kWh
	552,500.00
	552,500.00

	Total generation
	kWh
	13,014,663.15
	13,014,663.15

	Year 1 carbon saving
	tCO2e
	114.40
	114.40

	Total carbon saving
	tCO2e
	2,694.69
	2,694.69

	Year 1 business saving
	£
	17,265.63
	24,171.88

	Total business saving
	£
	406,708.22
	569,391.51

	Year 0 cost
	£
	673,850.00
	673,850.00

	Year 1 return
	£
	68,371.88
	82,460.63

	25 year IRR
	%
	6.1%
	9.0%

	25 year net profit
	£
	526,714.57
	858,588.48

	Net present value
	£
	167,617.15
	380,885.15

	Payback year
	 
	11.5
	9.2



Business uptake – there are clear reasons why the project is unlikely to see the split of business types presumed in the core model. Notably, the split of business sizes varies across locations and so one region may be more likely to have small businesses take up the offer, and another larger businesses. Further, the LA may wish to specifically target certain types of businesses that are locally important, e.g. pubs or manufacturing sites. Generally, because the fixed costs do not significantly vary from a small business to a large business, the impact of different uptakes is largely upon scale of benefits with a smaller impact upon rate of return. Scenarios in which only small or only large businesses are involved have been analysed for sensitivities:
	
	
	Small Only
	Large Only

	Installed capacity
	kWp
	150.00
	1,000.00

	Year 1 generation
	kWh
	127,500.00
	850,000.00

	Total generation
	kWh
	3,003,383.80
	20,022,558.70

	Year 1 carbon saving
	tCO2e
	26.40
	175.99

	Total carbon saving
	tCO2e
	621.85
	4,145.67

	Year 1 business saving
	£
	4,781.25
	31,875.00

	Total business saving
	£
	112,626.89
	750,845.95

	Year 0 cost
	£
	166,600.00
	1,006,600.00

	Year 1 return
	£
	17,403.75
	116,025.00

	25 year IRR
	%
	5.8%
	8.1%

	25 year net profit
	£
	123,361.89
	1,113,479.26

	Net present value
	£
	36,398.65
	462,317.95

	Payback year
	 
	11.8
	9.8



Staff costs – staff costs for the project have been developed on the presumption that existing knowledge and experience exists from running similar grant solar schemes for businesses. If delivering this scheme without that experience, or if procuring an external provider to manage and deliver the scheme, these costs are likely to be higher. Staff time is presumed to be the same for large and small installations, which means that they are a proportionately higher element of project costs for schemes that have more small businesses than large businesses. A doubling of staff costs is assessed for sensitivity:
	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 tenant saving
	£
	20,718.75

	Total tenant saving
	£
	488,049.87

	Year 0 cost
	£
	680,450.00

	Year 1 return
	£
	75,416.25

	25 year IRR
	%
	7.2%

	25 year net profit
	£
	653,051.52

	Net present value
	£
	246,854.44

	Payback year
	 
	10.5



Capital inflation – capital costs can quickly change and while solar costs have been steadily declining for several years, current global economic uncertainty means that there is the possibility of sudden price increases. Capital inflation of 20% and 40% are assessed as sensitivities:
	
	
	20% capital inflation
	40% capital inflation

	Installed capacity
	kWp
	650.00
	650.00

	Year 1 generation
	kWh
	552,500.00
	552,500.00

	Total generation
	kWh
	13,014,663.15
	13,014,663.15

	Year 1 carbon saving
	tCO2e
	114.40
	114.40

	Total carbon saving
	tCO2e
	2,694.69
	2,694.69

	Year 1 business saving
	£
	20,718.75
	20,718.75

	Total business saving
	£
	488,049.87
	488,049.87

	Year 0 cost
	£
	803,850.00
	933,850.00

	Year 1 return
	£
	75,416.25
	75,416.25

	25 year IRR
	%
	5.3%
	3.3%

	25 year net profit
	£
	519,751.52
	346,851.52

	Net present value
	£
	130,293.27
	-13,664.61

	Payback year
	 
	12.3
	14.8



These 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.
Funding Options and Impacts
The above analysis has been conducted on the basis of a Combined Authority funding this project through its Devolution Deal and associated settlements with delivery in partnership with an LA. As such, no loan repayments are presumed.
The project originated in West Suffolk using the capital receipts of property sales, again not requiring loan repayments to be included in the assessments.
This project could alternatively be funded through the National Wealth Fund, as in the West Suffolk expansion, or through the Public Works Loan Board. The National Wealth Fund typically has a minimum loan of £15m, meaning this project would have to be expanded in its size or bundled with other projects to meet the £15m minimum. 
If debt financing was utilised to fund this project, loan repayments would have to be included in the above model analyses. However, the use of NPV in the analyses goes some way to reflecting the efficacy of the models when considering loan repayments.



Commercial/Management Case
Role Requirements
Tasks are broken down by role into three project stages:
Planning – taking the project from this point, through receiving internal approvals, to the point at which businesses are signed up for the scheme.
Delivery – delivering solar rooftops on-site to the businesses.
Ongoing – management of the project once energy generation is ongoing
	Role
	Tasks

	
	Planning
	Delivery
	Ongoing Management

	Project Manager
	Agree overall project design. 
Design procurement specifications.
Co-design communications material.
Progress project through decision stages.
	Ensure suppliers are delivering appropriately.
	Oversee general project progress.
Procure any necessary maintenance, including inverter replacement.
Manage business happiness.

	Energy Manager
	Advise on energy systems and energy management. 
Initial solar system sizing and technical design.
	Sense-check supplier processes.
Integrate supplied units with existing energy systems.
	Advise on solar system performance and maintenance requirements

	Finance officer
	Review of project cost modelling.
Accessing any required external funding/loans.
Establish billing mechanism.
	Payment to suppliers.
	Oversee and deliver billing.

	Legal Officer
	Review PPA and roof lease documents.
Review of subsidy control and equalities impacts.
	Sign contracts with suppliers.
Update insurance paperwork.
	Ensure all parties comply with legal agreements.

	Procurement Officer
	Manage procurement process.
	
	Manage procurement process for maintenance.

	Communications Officer
	Co-design communications material.
Manage communications delivery.
	
	Showcase success of the project.


It may be the case that the roles outlined above may be delivered by the same person, e.g. the Project Manager and Energy Manager, or that the person who delivers a role may change over time, e.g. a different project manager for development, delivery, and onward management.
Delivery Model Options
The tasks associated with planning, delivering, and ongoing management of this project should be relatively easily allocated to existing roles within a Local Authority. Combined Authorities may also have roles with the relevant expertise and may be able to acquire these from a Local Authority through a Service Agreement. 
If the required expertise is not available in-house, it is possible to procure an external management supplier to undertake either individual elements or a number of the functions required, i.e. an end-to-end delivery partner. The delivery partner must become well integrated into the functions of the LA to ensure that their actions align with those of the LA. The below sets out how activities could be allocated in a delivery model with a delivery partner supplier:
	Task
	Local Authority
	Delivery Partner

	Overall project strategy
	Define aims, approve business case, manage funding, own risk register
	Advise on business case design and risk management where appropriate

	LA approvals
	Guide project through internal approvals process
	Advise on business case design and risk management where appropriate

	Delivery Partner procurement
	Design and run procurement, determine required outputs and KPIs, develop appropriate contract
	Respond to tender, mobilise contract

	Business recruitment and selection
	Approve business selection criteria, make final selection decision, support communications
	Lead business identification and engagement, design full communications plan, undertake relevant due diligence on businesses

	Contracting
	Finalise the PPA and roof lease agreements, sign the PPA and roof lease agreements
	Support LA in developing PPA and roof lease agreements, support businesses to understand the PPA and roof lease agreements 

	System design and procurement
	Review design standards
	Design rooftop solar system, undertake installer sub-contractor procurement including due diligence and compliance checks

	Installation management
	Approve milestone payments
	Oversee installation works, manage health and safety compliance, undertake quality checks

	Ownership and insurance
	Register asset ownership, update existing insurance arrangements
	Support with registration and handover

	Permissions and connections
	Review and approve planning permission and grid connection applications
	Complete planning permission and grid connection applications

	Operations and maintenance
	Approve maintenance regime, oversee KPIs
	Monitor outputs and performance, respond to faults, manage O&M sub-contractors

	Billing and PPA management
	Approve tariff structure, receive revenue, enforce billing
	Provide usage information for billing process 

	Monitoring and reporting
	Receive performance and financial reports
	Provide performance and financial reports

	Decommissioning
	Set decommissioning standards and timescales
	Manage decommissioning process, procure and manage relevant sub-contractors, manage recycling/disposal, advise on ability to retain system



An external delivery partner will include additional costs to the project, however they will provide additional capacity and expertise. This delivery model also requires that the delivery partner remains in business for the full lifetime of the project (i.e. 25 years).
An alternative delivery model sees the Local Authority retain control of all actions, procuring only those contractors required for the installation, maintenance, and operation. In this delivery model, risks and tasks are more clearly allocated, costs are reduced, and there is no risk of the delivery partner not remaining in business.
The modelling and analysis of this project to date has been undertaken presuming an in-house delivery model.
A full procurement strategy will be developed depending on the delivery model chosen. 
Contractual and Legal Arrangements
In addition to any contracts with procured delivery partners and contractors, two key legal documents are required to be finalised for this project: the roof/airspace lease and the PPA.
The roof lease is a document between the LA and the building owner. It provides for the LA to lease the roof for a period of 25 years for the purpose of installing solar panels and associated equipment, with permission to also access and install equipment in any other necessary parts of the building necessary for the function of the solar system. The lease includes a peppercorn rent due to the building owner. If the building owner sells the property, the lease is automatically transferred to the new business owner.
A template roof lease has been developed by Muckle LLP on behalf of the North East and Yorkshire Net Zero Hub. This document should be reviewed by legal officers and/or external lawyers to ensure it fits the legal structures of the LA.
The PPA is a document between the LA and the business using the building, which may be the same as or different to the building owner. It provides for the business to purchase and use the electricity generated by the rooftop solar and pay the LA an agreed price per kWh for a period of 25 years. If the business vacates the building, the next business to occupy the building will be offered the opportunity to sign the PPA. 
Where the premises are not owned by the businesses operating out of them, either a carbon copy PPA can be passported from the landlord to the leaseholder business or the PPA can be directly agreed with the leaseholder business.
As outlined previously, the PPA rate can be set at different levels and have either a fixed or variable cost. The simplest method is to have the PPA rate fixed at a certain rate for the lifetime of the contract, with the option of having the rate rise with inflation or a fixed percentage each year. 
An alternative option is to have the PPA rate set at a quarterly or annual price that is a percentage or fixed discount below a presumed ‘background’ electricity price. An arbitrary example of 25% has been used in this assessment based on common practice. The background electricity price could be set from the business’s existing energy supplier, thus requiring an open book protocol, or from an external source. An ideal external source to use for the background price is the UK Government’s Quarterly Energy Prices dataset Table 3.4.2 Gas and electricity prices in the non-domestic sector - GOV.UK, which provides average electricity prices for businesses of different sizes at quarterly and annual periods.
If using a variable discount PPA, the above analyses demonstrate the case for a cap and floor mechanism to ensure that the LA still achieves a positive NPV in the presence of falling energy prices, or the business is protected from higher prices in the event of an energy price spike.
In either case, a full analysis must be conducted to understand the impacts of the PPA rate on NPV and return on investment, including factors such as inflating operation and maintenance costs.

Risk Management

	Risk Description
	Stage
	L
	I
	Score
	Mitigation / Control Measures
	Risk Owner

	Lack of take-up from businesses
	Planning
	2
	4
	8
	Early engagement with businesses; promote clear financial and environmental benefits
	Project Manager

	Buildings structurally unsuitable for solar
	Planning/ Delivery
	2
	4
	8
	Desktop screening, structural surveys; identify fallback sites
	Project Manager

	Insufficient grid capacity to accept export
	Planning/ Delivery
	3
	4
	12
	Early engagement with DNO; size solar to grid capacity
	Project Manager/ Energy Manager

	Increased capital costs due to market volatility
	Delivery
	2
	4
	8
	Framework procurement; contingency in budget; monitor market trends; design PPA to account for increased costs
	Project Manager/ Finance officer

	Delays in procurement or installation
	Delivery
	3
	3
	9
	Realistic delivery programme; buffer periods; contract experienced suppliers
	Project Manager

	Delays in roof lease or PPA signing
	Delivery
	3
	4
	12
	Clear communication regards legal agreements; build legal delays into programme
	Project Manager/ Legal Officer

	Planning permission issues 
	Delivery
	2
	3
	6
	Early engagement with planners; size for permitted development where feasible
	Project Manager/ Energy Manager

	Health and safety incident during installation
	Delivery
	1
	5
	5
	HSE best practice; CDM compliance; competent contractors
	Project Manager 

	Businesses default or refuse to pay PPA bills
	Ongoing Management
	2
	5
	10
	Financial due diligence; enforceable contracts; spread customer risk
	Legal Officer/ Finance Officer

	Underperformance of solar panels
	Ongoing Management
	2
	4
	8
	Quality equipment; performance guarantees; live monitoring
	Energy Manager

	Revenue less than forecast due to lower generation or prices
	Ongoing Management
	3
	4
	12
	Conservative forecasting; review PPAs regularly; export price strategy
	Project Manager/ Finance Officer

	Policy change affecting Export Guarantee or LA powers
	Ongoing Management
	2
	4
	8
	Monitor developments; legal flexibility in contracts
	Project Manager/ Legal Officer

	Subsidy Control or legal challenge to LA generation role
	Ongoing Management
	1
	5
	5
	Early legal review; ensure compliance with UK subsidy control rules
	Legal Officer

	O&M contractor failure or poor performance
	Operations
	2
	3
	6
	Contractual SLAs; market testing; retain alternate provider list
	Project Manager

	Community or political opposition
	Ongoing Management
	1
	3
	3
	Stakeholder engagement; communications plan; brief Members
	Project Manager/ Communications Officer



Project Timeline
A high level project timeline has been developed to show progress from initial business case review to final commissioning. This timeline has been developed based on the use of Devolution Deal capital funding and an in-house delivery model. Alternative funding routes and delivery models will require additional time to be included.
	Activity
	Month

	
	1
	2
	3
	4
	5
	6
	7
	8
	9
	10
	11
	12

	Review OBC
	X
	X
	X
	
	
	
	
	
	
	
	
	

	Confirm funding
	
	
	X
	X
	
	
	
	
	
	
	
	

	Review legal documents
	X
	X
	X
	
	
	
	
	
	
	
	
	

	Develop comms plan
	
	
	X
	X
	
	
	
	
	
	
	
	

	Business sign-ups
	
	
	
	
	X
	
	
	
	
	
	
	

	Business due diligence
	
	
	
	
	
	X
	
	
	
	
	
	

	Sign legal docs
	
	
	
	
	
	X
	
	
	
	
	
	

	Structural surveys
	
	
	
	
	
	
	X
	
	
	
	
	

	Solar design
	
	
	
	
	
	
	X
	
	
	
	
	

	Planning permission
	
	
	
	
	
	
	X
	X
	X
	
	
	

	Procurement
	
	
	
	
	
	
	
	
	X
	X
	
	

	Install
	
	
	
	
	
	
	
	
	
	
	X
	X

	Commissioning and sign-off
	
	
	
	
	
	
	
	
	
	
	
	X



Project Assurance and Evaluation
In line with PRINCE2 methodology, project assurance will be a critical function to provide independent oversight of this project during delivery and ongoing management. From a business assurance perspective, this assurance should ensure that the project is achieving its KPIs, meeting its financial targets, adhering to legal requirements, and maintaining alignment with policy priorities. From a user and technical assurance perspective, this assurance should ensure that the project continues to provide affordable electricity for the businesses, maintains its system efficacy, and not producing burdensome administrative requirements.
An independent Project Board and Project Sponsor should be selected to oversee this project and assurance responsibilities. The Board and Sponsor should have expertise and/or responsibility for economic development, business support and/or energy. The most suitable role for Project Sponsor is likely to be an Assistant Director (or equivalent) for economic development, who should build a Project Board, or utilise an existing one where possible, that includes expertise in finance, legal, business engagement, and energy.
Project assurance from the Board and Sponsor should be a regular and continuous element of the project. There are three key gateway assurance checks that should be undertaken before any capital works are delivered to ensure that the project is likely to achieve its aims:
1. Assurance check for funding route decision – this check should assess the business case and preferred route in detail, assessing the financial modelling and risk register to ensure the project is likely to achieve its KPIs.
2. Assurance check for business selection – this check should assess the businesses selected for solar rooftops to ensure that all relevant due diligence and legal assessments, e.g. subsidy control, have been completed and that the selections do not add undue risk to the project.
3. Assurance check for delivery contractors – this check should assess the procured capital delivery contractors to ensure that the final business case is still likely to achieve its KPIs with the final capital costings included.
In addition to this ongoing assurance, there are additional areas that should be specifically evaluated to assess if there is an opportunity for expanding the project or learning from this project in future similar schemes.
After the business have been selected, an evaluation should take place on the business engagement and selection process. This should consider how many businesses were reached, in what sectors, and in what geographies. This will identify if there are any notable gaps in the communications activities that should be actively remedied in future, or if there are any particular business types that are more or less likely to want/need support, which could be subject to additional support activities from other functions. This evaluation should also consider the ease or difficulty of signing of the legal documents for different types of businesses, and how future communications could minimise any issues found.
After the on-site delivery and an initial one month of usage, an evaluation should take place on the delivery process of the solar rooftops. This should consider the on-site disruption of the delivery and a health and safety review. This will identify if any alterations need to be made to delivery management or in pre- and mid-delivery communications to ensure businesses understand the process. This will also identify if any additional health and safety risk management processes need to be considered. 
After six months, one year, and at regular intervals thereafter (e.g. 3-5 years) an evaluation should take place on the financial impacts for both the council and the business. This should go beyond the standard assurance checks and should involve reviewing the financial model to ensure that any decisions to expand the project are based on up-to-date financial information.



Next Steps
This business case presents an outline of how the Solar for Business project can work, what the economic and financial implications would be, and how the project could be managed. To develop this into a more detailed business case for internal approval there are a number of decision and next steps that are required.
Funding Route
The above analysis has presumed funding from the capital allocation of the Devolution Deal. The project principles align well with the purpose of this fund and allow for the project to be designed without consideration of loan repayments. 
Consideration should be given to all appropriate funding routes available, such as PWLB, the National Wealth Fund, and Green Bonds. The Project Sponsor, with support from the Project Manager, should review the impact of different funding routes on the delivery of the project and the likelihood of successfully acquiring the funding.
Financial Model Finalisation
As above, the financial modelling for this project has been based on utilising the capital allocation of the Devolution Deal and thus includes no loan repayments. Further, for simplicity, the economic and financial analysis has been based on 2025 prices.
In reviewing and confirming the funding route, the financial projections should be updated to include any necessary additional costs, e.g. loan repayments and additional administrative costs.
Further, the LA’s standard policies and practices around future financial projections, e.g. the inclusion of rates of inflation, should be included in additional modelling.
Site Targeting
The project has been designed to be agnostic to the type, sector, and geography of businesses receiving rooftop solar. The LA may decide, based on local economic and political priorities, that the project should be targeted at specific sites. This could support specifically struggling or important businesses or sectors, such as the manufacturing sector or pubs. If sites are to be targeted, or if local knowledge predicts take up primarily from certain types of business, then the modelling should be updated to reflect the impact of this.
Once site targeting has been agreed, a decision tool will need to be designed for assessing sites that come forward. The tool should allow the project team to assess sites on factors including strategic priority, legal complexity, planning permission, and finances. A similar tool will be needed to make a go/no-go decision on the full portfolio.
Delivery Model
This document presents two viable delivery models: in-house management, and delivery partner management. The Project Sponsor and Project Manager should consider if there is appropriate capacity and capability within the LA to deliver the project in-house and whether the LA is comfortable with owning all risks relevant to the project, or whether an external delivery partner is required/desired to manage the project or parts of the project. 
If the external delivery partner route is preferred, additional costs should be added to the project to reflect their cost requirements and additional time should be added to the development phase of the project to account for the time required to develop the appropriate procurement route and contract for the delivery partner.
A pre-market tender engagement process is recommended if the external delivery partner route is preferred. This will provide detailed feedback on how to form the procurement process and contract structure for the partnership, but will add additional time to project development.
Legal Agreements
Draft roof lease and PPA documents produced by Muckle LLP have been provided by the North East and Yorkshire Net Zero Hub. It is critical that the LA reviews these documents, using internal or external legal support, to ensure that they align with their existing legal procedures and practices.
Further, a decision should be made by the Project Sponsor and Project Board on the approach to the PPA rate. This document has outlined how a fixed PPA rate provides greater certainty for all parties, but may result in businesses paying higher costs if background energy prices fall; while a variable PPA rate provides a guaranteed discount for the business but a less secure financial return for the LA. These risks may be mitigated through the use of cap and floor mechanisms in the PPA. An appropriate external benchmark must also be selected if being used.
The decision on the PPA rate should fully consider the priorities of return on investment rate, risk appetite, and business bill savings.
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