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• Scale
• Capital intensive
• Confused 

national support
• Fractured supply 

chain
• Household 

expectations
• Conflicting 

priorities
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1 The bank has four investment principles (IPs) and 

the fourth relates to crowding in significant private 

capital over time relating to our private sector 

investments. Our Strategic Plan sets out how we will 
meet these objectives and principles (

)

https://www.ukib.org.uk/sites/default/files/2023-09/UKIB-Strategy-Update-Private-Sector-Investments.pdf
https://www.ukib.org.uk/sites/default/files/2023-09/UKIB-Strategy-Update-Private-Sector-Investments.pdf
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Five priority sectors: 
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An early-stage debt facility could achieve its 
objectives in helping create a sustainable, 
long-term debt market for the Heat 
Networks asset class whilst overcoming the 
key barriers:

1. Construction/ ramp-up risk: Bank facility 
would come in prior to revenue streams 
coming online

2. Connection charges: Provision of debt 
can reduce reliance on up-front 
connection charges to fund capex, and 
allow developers to offer more payment 
flexibility to consumers

3. Project economics: Senior debt is a 
cheaper product than equity, and 
therefore could help reduce the overall 
funding costs of the project





UK Infrastructure Bank © 2023 15

The advisory engagement considered how OIC could finance and deliver their domestic retrofit 
ambitions as part of their overall energy efficiency strategy and wider net zero investments.

This including discussion on the following delivery models: 

Orkney’s key takeaway was to further develop and finalise their LHEES and use this to consider what 
an aggregated package of projects and retrofit measures would consist of.
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Rossendale is an economically deprived rural community in Lancashire with traditional stone 
terraced housing and strong sense of community.

Challenge
• Expensive to heat homes
• Expensive and technically difficult to insulate homes

Solution
• Shared ambient loop heat network with heat pumps in each 

home
• Create a smart local energy system (SLES) by adding solar PV, 

storage and EV charging to create revenues

Financial proposal
• Debt financing to construct SLES, owned by local SPV
• Local residents pay a long-term service charge to the SPV to 

connect their homes
• Heat use is metered and billed
• Fairer Warmth app used to influence, engage and support 

residents to make savings
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Leeds has a strong track record of delivering area-based multi-tenure retrofit schemes in deprived 
and fuel poor communities. However, these rely on grants.

Leeds worked with private sector partners Lloyds, Octopus and Arup, to consider how a hyperlocal 
one stop shop (OSS) could stimulate retrofit in more affluent ‘able to pay’ communities.

Challenge
• Complex and fractured customer journey
• Capital barrier to retrofit improvements

Solution
• Create a OSS to hand-hold customers and smooth the customer 

journey
• Create financial products to make retrofit affordable

Outcome
• Need legislative change to Consumer Credit Act to shift risks 

from banks
• Loans alone won’t help with most expensive measures (i.e. solid 

wall insulation)
• WYCA now working on a fully integrated OSS proposal
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Discussion

Key questions that we will seek to address include:

1. What potential is there for blended finance solutions to stimulate community-wide 
initiatives?

2. Is there an appetite to work collaboratively across the EELGA area to build a larger 
scale and more attractive able to pay initiative?

3. How can UKIB support you to deliver your priorities?

4. What are the collaborative actions that you want to see?



mailto:george.munson@ukib.org.uk
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