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Investing in Net Zero in the UK

CCC estimates that an additional £50bn of investment is needed per
annum by 2030 to transition economy to net zero in the UK.

- Net zero investment will generate considerable savings

- Smart policy can reduce the cost of capital for investment

- UK Government and local authorities share a common goal to deliver
net zero. There are several initiatives/actors working on mobilising
finance for local net zero investment plans:

- 3Ci, UKT100, Green Finance Institute, LSE Grantham Research
Institute, Impact Investment Institute, PCAN, to name a few
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Demand - Growing market for sustainable finance

The financial sector actors and regulators are alive to the risks of
climate change but also the opportunities from the transition

¢ Momentum within Financial Sector

» Glasgow Financial Alliance for Net Zero (£130tnh AUM
committed to net zero transition)

« UK committed to a net zero financial system
e Increasing prevalence of green instruments

C lative GSS+ vol = ina
reached USD3tn in Q1 2022 Climate Bonds

« Sustainability bonds -
« GSS bonds reached nearly half a frillion in the first half of o
2021. i o

e Increasing appetite to deploy capital
» Fls search for suitable instruments to respond to the net zero

fransition
« E.g. UK Government Green Sovereign Bond P
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Demand - The UK Financing the Just Transition Alliance (FJTA)
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Supply - Building local authority net zero project pipelines

There is often a missing intermediary layer
between private finance and place-based
actors:

e Share knowledge on how to develop and
consolidate projects and programmes

e Technical assistance to support investment
readiness

e Technical assistance to develop financial
instruments suitable for multi-asset, place-
based investments e.g. blended finance
facilities.
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Figure 1: Prowsional Rotionale for o Place-Bosed Net Zero Project Knowledge Shanng Platform

Place-Based Actors

Place-based Actors, such as local
autharities, typically have a strang Met
Zero vision and a wealth of project

deas but may find it difficult to
aggregate and develop them to a
sufficient level of detail and evidence
to attract finance.

Investors & Financial Institutions

Investors and Financial Institutions are
often seeking Met Zero investment
opportunities, but have difficulties

finding investable projects and

Opportunity for Intervention

An area often missing is the
ntermediary or middle layer which
can share knowledge on how to
develop and consolidate project
and programmes, match them to
different forms L:-Ffr'dm ,and then
share learnings with others to
replicate

|

programmes UFt 1e right scale, form
and ROI. Returns in individual low
carbon infrastructure classes are often
insufficiant for traditional investors.
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Climate finance - Levelling up & economic development

The Opportunity - Smart Green Investment in the UK Growing clean

to take advantage of existing comparative = -
advantages = : I.EVEI.LING

o Tidal power, offshore wind, CCUS

e Economic growth/ development across the
regions

e Regions characterised low productivity have
relatively more specialisation in clean tech

e Noft asilver bullet for wider economic challenges
of low growth and productivity as well as
regional economic inequality — but one part of

-I- h | @) Heat Pumps
e puzzie. @ s "
@ offshore Wind @) Nuclear E‘:f‘""‘: @ onshore Wind

@ Automotive @) Aerospac R
Goantorn s PLACE-BASED @ oy o B
CLIMATE ACTION (©) Waste and Circular @) Oiland Gas @ sacss 8 ::: S:"s;ems

@ Public Transport
and Cycling

E
trd the lmmmu'rt NETWORK B onmars P s Comervation

and Adaption



Models for Delivery - Place-based approach is most efficient

e Evidence that place-specific fransitions in the UK is cost
effective and has significantly better social co-benefits:

* Place agnostic approach - £195 billion of investment

in things like heat pumps, insulation and electric Accelerating
vehicles, releasing £57 billion of energy savings, and

£444 billion of wider social benefits over the next 30 Net ZerO

years.

Delivery

* Place-specific approach - just £58 billion of
investment would be needed to meet the same
targets — in the process generating £108 billion of
energy savings for consumers, and £825 billion of
wider social benefits over the next 30 years.
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Emerging best practice - Regions and locations around the UK
are building place-based investiment porifolios

o Bristol City Leap Projects

\ T
iy ) BRISTOL (s Qoo e
(:, 2 ( - Communicates the desirable Clt lea +  Propose Solutions. AMERESCO Smart energy system £125m
2 \&‘ N s DR Elal R Domestic energy efficiency £300m
COU gs:t‘:t;-utanyconmaimsf *  Operate solutions for ROI. ' Commercial energy efficiency £100m
expectations. VATTENFALL Renewable energy £40m
mmmmm Ll * ]
« Mayor’s Energy Efficiency Fund (MEEF) - London sng?nl%:m S
*  Wide range of asset classes GREATER ® e
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e Technical assistance function crucial
- Since 2018 — mobilised more than £315m and reduced os%| AMBER ﬁ

CO2 emissions by 16,000 tonnes
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Emerging best practice : Queens Water Source Heat Pumps,
Glasgow (project level)

e Two 2.65MW ammonia wate source heat pumps
e Operational since December 2020 - providing 80% of

the council’'s heat demand

Low Carbon
. . Infrastructu
« 1200 homes as well as business and community il
. Programme
infrastructure esp £139m
£20m by .
. Project Dunbartonshire
o Council-run energy company formed to manage the i Council

heat pump and network.

e Finance
« Scofttish Govt fund £6.1m through LCITP

« RHI and West Dunbartonshire Council
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New Instruments — NIHE Just Transition Bond (Proposail)

o Cost-of-living crisis particularly difficult in
Northern Ireland NG @ A

and the Environment

e Northern Ireland Housing Executive (NIHE) is a
major anchor institution in the region

Financing people-centred

climate action: a Just

Transition Bond for ,
the Northern Ireland Housing o

e Strong policy direction but region has
struggled to attract investment for decades

e This innovative funding structure could

provide some of the investment shortfall for Executive
the NIHE and the region to deliver net zero Srendan Curran
goals. oy inciah

olicy insight
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What next — Local climate finance technical assistance

o Climate Finance Hubs needed (support by public grant)
* Finance, engineering, policy and legal skills

+ Locally embedded but centrally connected

e New platforms to support localities to transform single asset project ideas into place-based,

multi-asset, net zero portfolios

Can we scale up and proliferate
the net zero hubs network across

the UK?
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Financial institutions looking to

invest in net zero with long term
returns, but currently finding it hard
to deploy funds

Local authorities seeking investment
to meet climate and other goals,
but unable to attract sufficient

\_ financial flows.

seeking to
stimulate investment for net-zero and
levelling up, and needing effective
mechanisms.

Local climate

N

finance hub

Businesses and communities with
good net zero ideas, but struggling
to make them investable and
source finance.
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