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List of abbreviations
CERT

Carbon Emissions Reduction Target

CESP

Community Energy Savings Programme

CWI

Cavity wall insulation

DECC

Department for Energy and Climate Change

ECO

Energy Companies Obligation

GLA

Greater London Authority

LCS

Legacy Communities Scheme

LLDC

London Legacy Development Corporation

OPLC

Olympic Park Legacy Company

PDZ6

Planning Delivery Zone 6

QEOP

Queen Elizabeth Olympic Park

SWI

Solid wall insulation

TfL

Transport for London

ZCH

Zero Carbon Hub
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Glossary
4 (Host) Boroughs

Hackney, Newham, Tower Hamlets, and Waltham Forest.

Additionality

Additionality is used in the context of the Offset solutions study report to
describe the degree to which funded projects would deliver carbon savings that
would not otherwise have occurred without the intervention of LCS offset
funding.

Annual residual (CO2)
emissions

For new development on the LCS: the difference between the planning target
for annual carbon emissions – or the Legacy Corporation’s corporate
commitment target of zero carbon for homes – and calculated annual
emissions.

Beneficiary

The household or organisation that directly benefits from a carbon saving
project in terms of one or more of: reduced energy use, reduced fuel bills,
improved comfort, other associated benefits.

Beneficiary co-payment /
funding

Any payment by the beneficiary towards the implementation costs of an Offset
Solutions project (including Green Deal loan repayments).

Energy Companies
Obligation

ECO requires large energy companies to achieve carbon and fuel bill savings
targets in homes by “promotion or subsidy” of carbon savings measures.

Green Deal

Green Deal enables homes and businesses to invest in energy saving
improvements without having to pay all the costs up front. A property
assessment establishes what improvements and savings can be made. A
Green Deal provider arranges and pays for the work and recovers through your
electricity bill.

Green dealable
measure(s)

The range or combination(s) of energy efficiency measures that can be
financed through a Green Deal plan without the need for any beneficiary
funding.

Lifetime residual (CO2)
emissions

Annual residual (CO2) emissions x 30 (where 30 is the number of years of
emissions to be offset by Offset Solutions.

Locally Adopted Offset
Solutions

Offsetting arrangement formally adopted by the Local Planning Authority under
London Plan Policy 5.2 or any replacement London Plan policy (see appendix
A.1).

National Allowable
Solutions

Any offsetting arrangement contained in policy that may be brought forward by
the Government on Zero Carbon to enable Zero Carbon objectives to be met
(see appendix A.1).

Off Site

Outside of the Site (see appendix A.1).

Off Site Hierarchy

Hierarchy where On Plot carbon reduction measures are preferred, followed by
On Site carbon reduction measures (where near On Plot measures are
preferable to measures which are further from the On Plot) and then Off Site
carbon reduction measures (where near Site measures are preferable to
measures which are further from the Site (see appendix A.1.)

Offset Solutions

Prior to Locally Adopted Offset Solutions or National Allowable Solutions being
adopted, a scheme or schemes for carbon reduction prepared in accordance
with the Off Site Hierarchy and agreed with the Local Planning Authority in
consultation with the Host Boroughs and having regard to relevant GLA policy
or, if no such policy, having regard to the contents of the Zero Carbon Hub
report entitled Allowable Solutions for Tomorrow’s New Homes: Towards a
Workable Framework Dated July 2011 (see appendix A.1).

On Plot

Within the site of the relevant Reserved Matters application (see appendix A.1).

On Site

Within the Site (see appendix A.1).

Planning Delivery Zone

Any one of planning delivery zones 1, 2, 3, 4, 5, 6, 8 and 12 established for the
Olympic Consents falling within the Site. (see appendix A.1).

Proportionate shares

An approach to dividing up carbon savings from a project among all the project
funders, equally in proportion to their financial contribution.

Proportionate shares by

A variation on proportionate shares where beneficiary funding is ignored when
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subsidy

apportioning the carbon savings among project funders.

Regulated Emissions

CO2 emissions resulting from energy uses regulated by the Building
Regulations 2010 as amended from time to time (see appendix A.1).

RE:FIT

RE:FIT is the Mayor of London’s scheme to help public sector organisations
achieve financial savings, improve the energy performance of their buildings
and reduce their CO2 footprint. http://www.refit.org.uk/.

RE:NEW

RE:NEW is a pan-London scheme designed to make it easier for all
householders to improve the energy efficiency of their homes, make homes
warmer, cut fuel bills and lower CO2 emissions.
http://www.london.gov.uk/priorities/environment/tackling-climatechange/energy-efficiency/re-new-home-energy-efficiency

SALIX

Salix Finance Ltd is an independent, not for profit company funded by The
Department for Energy and Climate Change, The Welsh Assembly
Government and The Scottish Government via The Carbon Trust to finance
energy and carbon savings in the public sector. http://www.salixfinance.co.uk/

Site

The whole of the site enclosed within the ‘red line’ on Plan reference LCSDWG-APP-RED-PAR-GLB-001 (see appendix A.1).

Zero Carbon

Zero Regulated Emissions (see appendix A.1).

Zero Carbon Hub

The Zero Carbon Hub is a non-profit public/private partnership established to
co-ordinate delivery of new homes to zero carbon standards by 2016.
http://www.zerocarbonhub.org/
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1 Recommended fund set up and project priorities
1.1

Purpose of the report

1.1.1

This report sets out the proposed approach to establishing Offset Solutions in relation to the Legacy
Communities Scheme (LCS) planning application and the types of projects that the Legacy Corporation
aims to support through Offset Solutions.

1.1.2

It specifically aims to address Condition LCS0.133 of the LCS Planning Approval which requires that:
“Prior to the Commencement of Development a study shall be undertaken in
consultation with the GLA, the Host Boroughs and the Zero Carbon Hub to identify
potential projects and solutions which may comprise or be included as Offset
Solutions. The Development shall not be Commenced until the study has been
submitted to and approved in writing by the Local Planning Authority.”

1.1.3

Offset Solutions are required to enable CO2 reduction targets set out in LCS Planning Condition LCS0.131
to be met for all building types and to enable the Legacy Corporation to meet its corporate commitment that
all homes delivered as part of LCS development will be zero carbon.

1.2

Anticipated size of offset Fund

1.2.1

Developers are required to provide an Energy Statement as part of reserved matters applications. This will
set out the measures that have been taken on site to reduce carbon emissions and the carbon reduction
these measures are calculated to achieve. Any shortfall between this and the required targets will need to
be offset by payments to an LCS Offset Fund which will be used to deliver carbon savings through wider
carbon savings projects and initiatives collectively referred to as Offset Solutions. The definitions to the
planning conditions note that where Offset Solutions are applied, near site measures are preferable to
measures which are further from the site.

1.2.2

This study has focused on the period to 2016 as beyond 2016 it is anticipated that the LCS offset fund will
be superseded by the national approach to allowable solutions as part of the Government’s expected zero
carbon policy. As the zero carbon policy and the approach to allowable solutions has yet to be defined by
Government it is not yet known how Government would collect and allocate allowable solutions funding and
what role Local Planning Authorities will play. If national allowable solutions do not take effect in 2016, the
approach set out in this report will continue to provide the basis for funding offset projects.

1.2.3

The Planning Obligations (Item 2 of Schedule 11) set the price at which developers contribute to Offset
Solutions at £46 per tonne of CO2. Residual emissions must be offset for 30 years. (See Appendix A.3.)

1.2.4

The LCS Energy Statement set out the on plot carbon savings anticipated if all buildings are connected to
the Olympic Park heat network and if all homes are built to the Fabric Energy Efficiency Standards (FEES)
proposed by Zero Carbon Hub for zero carbon policy. Based on the anticipated average 57% reduction in
regulated emissions that this would achieve, lifetime residual emissions to be offset up to 2016 are
estimated at 9,062 tCO2. This would generate a maximum Offset Fund in this period of £416,844. (See
Section 2.7). Appendix F sets out the potential maximum build up of the LCS offset fund in subsequent
years were Zero Carbon Policy not to be introduced by Government and if locally adopted offset
arrangements do not emerge. Developers may choose to deliver further savings on plot, for example by
adopting higher fabric efficiency standards or integrating PV, which would reduce the available fund. The
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first Reserved Matters Energy Statement is expected in June 2013 and will allow the estimate of fund size to
be refined.
1.3

Offset fund design considerations

1.3.1

The types of projects that can be supported by an Offset Fund are influenced by the approach taken to the
following interrelated issues:


How carbon savings are accounted and in particular how carbon savings are attributed where there
are multiple project sponsors.



The degree to which projects can be considered to be offering additionality i.e. offering savings that
would not otherwise have occurred without the Offset Fund’s support.



How strictly the fund operator wishes to ensure that emissions reductions resulting from Offset
Solutions match the residual emissions that generated the funding for the project. This report uses
the term Offset Ratio when considering this issue. If the offset ratio of the Offset Solutions scheme
as a whole is greater than or equal to 1, the carbon savings delivered are greater than the residual
emissions that it aims to offset.

1.3.2

There is at present no adopted guidance from either Government (in relation to National Allowable
Solutions) or from GLA (in relation to Local Offsetting arrangements in the London Plan) that provides
direction on these issues. A detailed discussion of these issues is set out in Appendix C but essentially the
stricter the approach adopted to each the narrower the range of projects that can be supported.

1.3.3

Analysis of the costs of a broad range of potential carbon reducing projects is presented in Section 4.3, this
shows there are relatively few measures or carbon saving project types that can achieve carbon savings at
a capped price of £46/tonne and these tend to be simple efficiency measures such as cavity wall insulation,
hot water cylinder insulation etc. These measures are the kinds of measures that are already being targeted
through existing support mechanisms including the Green Deal.

1.3.4

This was an issue identified by stakeholders who favoured being flexible around the scheme offset ratio and
approach to carbon accounting in order to enable a broader range of projects to be supported. It was
agreed that offset ratios and additionality should be considered when appraising the relative benefits of
projects for support but that rigid criteria should be avoided.

1.3.5

With regard to additionality the availability of Green Deal and other funding for both residential and nonresidential buildings means that there will be few situations where there is no risk of LCS Offset Solutions
funding helping to deliver savings that might have occurred otherwise without the Legacy Corporation’s
support. The pragmatic approach to this issue will be to appraise whether the measures for which funding
is being requested can be directly funded through existing programmes and to give priority to those projects
where this is not the case. Projects eligible to additional funding streams will be signposted to those
alternatives where appropriate so as to maximise leverage.

1.4

Stakeholder project preferences

1.4.1

Attendees at stakeholder workshop were invited to identify priority projects and project types that the invited
stakeholders would like to see supported. Project types receiving broad support included:


Schools and Local Authority public building stock



Homes, targeting affordable warmth, fuel poverty and linking with Decent Homes programmes



Extension and delivery of decentralised energy
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Projects targeted at SMEs



Projects going beyond building energy efficiency improvements e.g. behaviour, waste and recycling



Projects Delivering wider benefits in terms of the jobs, skills and convergence agendas

1.5

Proposed project preferences and deliverability

1.5.1

The Legacy Corporation would like its approach to Offset Solutions to be simple and reflective of its shared
priorities with stakeholders. The proposals summarised below are intended to efficiently unlock carbon
savings using the offset funds accrued. The preferred approach is to target support on priority projects that
can be identified and developed with stakeholders, leveraging existing delivery and funding mechanisms
where possible, and with a minimum of predetermined limitations on project eligibility. Periodic review of the
Offset Solutions programme will enable revision based on experience and monitoring, and eventual
planning for a transition to locally adopted or national allowable solutions as they are implemented.
Project eligibility criteria

1.5.2

To be eligible for Offset Solutions funding it is proposed that projects must:


Be within the area covered by the four Host London Boroughs – Hackney, Newham, Tower Hamlets
and Waltham Forest. The Offset solutions hierarchy listed in the LCS s106 agreement will be
applied in considering projects that come forward for Offset funding, with prioritisation being given to
projects that are nearest to site.



Comply with all applicable legislation and be legally entitled to receive financial support from the
fund.



Observe applicable limitations that apply to all funds raised through developer S106 payments.



Deliver the first year of carbon savings within 5 years of the funding award.

1.6

Project Priorities

1.6.1

The aim is to place as few restrictions as possible on the types of projects that could come forward, hence
there are no exclusions for particular project types, however, projects will be appraised using the criteria
summarised in Table 1 below.

1.6.2

Discussions with stakeholders and the analysis set out in the following report has identified some priority
areas which will be the initial focus of the Legacy Corporation’s work with stakeholders due to their expected
deliverability and wider benefits. These are set out below with illustrations provided in two cases for the
anticipated costs and carbon saved. In line with the planning obligations measures or projects which are
near the site will be preferable to measures or projects which are further from the site.
Public Building and Schools Efficiency Improvements

1.6.3

Any programme that targets efficiency improvements in buildings runs the risk of displacing finance that
might otherwise have been obtained from programmes such as the Green Deal. This is a particular issue for
privately owned buildings where the Legacy Corporation’s funding would effectively be displacing finance
that the Government would wish to see provided by the beneficiary of the measures. Funding displacement
is less problematic for public sector buildings where projects deliver a wider programme of benefits as
schools, libraries and leisure centres have fewer funding streams available that are targeting efficiency
improvements compared with homes; they are for example not eligible for ECO funding.
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1.6.4

There are approximately 252 primary schools within the boundary of the four host London Boroughs. ODA
have already demonstrated the deliverability of offset solutions in this sector, funding simple efficiency
improvements to 12 schools, delivering a programme of lighting improvements, space heating controls,
computer room power management and server room optimisation.

1.6.5

Based on figures published by RE:FIT the average project cost for the ODA project was £38,000 per school
and delivered lifetime savings for the measures installed of 727 tonnes CO2 per school assuming a 15 year
life for the measures installed (see section 4.7). This generates a cost per tonne of carbon saved of £52.31
per tonne which is close to the LCS Offset Fund price of £46/tonne of CO2. This assumes that the Legacy
Corporation is the sole funder and only account the carbon emissions from their contribution.

1.6.6

13 similar projects would be required to offset the predicted maximum residual LCS emissions in the period
up to 2016 and if this were the sole program supported by the Offset Fund the overall offset ratio for the
scheme would be 0.88.

1.6.7

In practice the Legacy Corporation would seek to draw in additional finance from the school or other funding
sources so that the Offset Fund could deliver greater savings. The Offset solutions illustration for a primary
school, set out in section 4.7, includes an illustrative example where the funding for the measures is split
between the school (£8000) a local sponsor (£5000) and the Legacy Corporation (£25,000). In this scenario
one option in accounting carbon would be for the LCS Offset fund to claim all the carbon saved against its
£25,000 contribution as it is potentially the Legacy Corporation’s funding that has unlocked the opportunity.
If this approach were adopted the offset ratio in this case would increases from 0.88 to1.34, meaning the
fund could deliver greater savings than those that are required to be offset.

1.6.8

It is anticipated that projects of this type would have a relatively short delivery time (less than 12 months)
and their scale would help to reduce the number of individual projects supported reducing the relative
scheme administration cost. We have illustrated a programme targeted at schools, but this could equally
apply to other public buildings in the Host Boroughs.
Local Authority Controlled Housing stock

1.6.9

Discussion with stakeholders raised concerns about tackling only simple efficiency improvement measures
that have historically been addressed through mechanisms such as CERT and now through the Green Deal
and ECO. It was felt that there is merit in targeting more comprehensive improvement packages that can
make an impact on comfort and fuel poverty at the same time as reducing carbon emissions. The Legacy
Corporation would seek to work with stakeholders to combine Offset Solutions Funding with ECO funding
and Green Deal to deliver more comprehensive programmes of measures potentially including behaviour
change elements.

1.6.10 An illustrative example is set out in section 4.7.2 for a notional combined programme of both easy efficiency
measures and more comprehensive fabric improvement measures. The Refurbishment of 10 homes in this
way could deliver savings of 437tCO2 over the life of the project for a cost of £72,750. This represents a cost
of £166/tCO2 considerably higher than the £46/tCO2 Offset Fund price cap. The Offset Fund could afford to
deliver 6 projects of this kind (i.e. 60 homes), delivering an offset ratio of only 0.25 assuming that the
Legacy Corporation was the sole funder and claimed all emissions savings.
1.6.11 In practice the Legacy Corporation will seek to work with stakeholders to combine a variety of funding
sources. The illustrative example sets out a scenario where the total project costs of £72,750 are met by
£26,450 from the Green Deal, £31,950 from ECO and £14,350 from the LCS offset fund. The choice of how
carbon is accounted in this scenario makes a significant impact on the Offset Ratio achieved. The Milton
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Keynes Offset Scheme (see section 3.3.1) takes a “funder takes all” approach to carbon accounting,
whereby the contribution made by the offset fund is considered to have unlocked the full package of
savings. In this case the full lifetime carbon saving of 437tCO2 would be claimed against the Legacy
Corporation’s Offset Fund contribution of £14,350 resulting in a cost per tonne of carbon saved of
£32.83/tCO2 and offset ratio of 1.4.
1.6.12 There may be concerns with the funder takes all approach to carbon accounting that a number of separate
programmes are claiming the same carbon savings. For the housing project example above a more
reasonable approach to carbon accounting which would avoid duplicate claims being made by ECO and the
LCS Offset Fund for the same emissions, would be to discount any claim on the savings by the beneficiary
(as the beneficiary has no interest in aggregating their carbon reduction) and splitting the emissions saved
between ECO and the Legacy Corporation in proportion to the funding provided to the beneficiary. This is
shown as Option 2 in the worked example in section 4.7 and results in an offset ratio of 0.43 and cost per
tonne of carbon saved of £105.92.
1.6.13 If all the Legacy Corporation’s funding were allocated to this project type on this basis, the carbon savings
delivered through offset solutions would not match the residual emissions. To help overcome this issue the
Legacy Corporation will seek to deliver a mixed basket of projects combining those that are less cost
effective with those that offer a lower cost per tonne of carbon saved.
1.6.14 Data for 2010 shows there were approximately 24,000 homes managed by or on behalf of the four host
Boroughs and in need of improvement, while these figures are likely to have improved to some extent in the
intervening years Stakeholders consider there to be substantial further opportunities in this area.
Decentralised energy
1.6.15 There was strong support from stakeholders for the development of decentralised energy networks. Such
strategic projects have the potential to deliver significant carbon savings, however the high initial capital
investment required is a barrier to implementation. The Offset Fund could help inject seed funding to
facilitate uptake. As there is potentially a private interest beneficiary, this option might be limited by state aid
rules. However it might also benefit from additional developer financing to increase the offset ratio. It has
been estimated that a £450k district heat network extension could deliver lifetime savings of 3,000tCO 2. The
Offset fund could nearly deliver one of these projects outright, giving an offset ratio of 0.31. Three of these
projects would be needed to achieve an offset ratio of one.
Projects targeting SMEs, behaviour change, non-building energy efficiency, and wider benefits
1.6.16 Stakeholders supported the use of Offset Solutions to fund carbon saving projects targeting SMEs,
behaviour change, other non-building energy efficiency measures (such as recycling), and projects that
would deliver wider benefits in terms of the jobs, skills and convergence agendas.
1.6.17 As there is such a wide variety of potential project types and contexts that might arise here it has not been
possible to estimate potential savings at this stage. The approach to Offset Solutions is deliberately open to
all projects that can demonstrate their deliverability and credible carbon savings. Stakeholders will be
encouraged to seek support for projects targeted at these areas.
1.6.18 When submitting proposals for funding applicants will be required to set out the carbon savings they have
assumed including those related to physical measures such as improved insulation or lighting controls,
reductions in water demand etc and carbon savings being targeted through behaviour change. They will be
asked to provide the basis on which carbon savings have been calculated. Designing projects to deliver
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wider benefits where possible is relevant across all Offset Solutions activities. Projects will be asked to
demonstrate where they deliver wider benefits in terms of the jobs, skills and convergence agendas when
seeking funding, and this information will be used when evaluating projects and allocating funds.
1.7

Proposed Funding Principals and Carbon Accounting Arrangements
Offset ratio

1.7.1

Through project selection the Legacy Corporation will seek to develop a balanced portfolio of projects that
deliver wider strategic benefits and contribute to convergence while where possible achieving an offset ratio
that is close to 1. It is not however proposed to make the offset ratio a limiting criteria for project support.

1.7.2

While the Legacy Corporation will aim to maximise the offset ratio the study has shown there are a limited
range of measures and hence projects that can be delivered at a rate of £46/tCO2 for 30 years. Most of
these are measures that are receiving support through the Green Deal. See section 4.3
Relationship with other funding mechanisms and additionality

1.7.3

The LCS Offset Fund will have a preference for projects that do not use LCS offset monies to pay for
measures that could be funded through existing programmes and will actively seek projects where funding
can complement existing carbon reduction programmes (i.e. where Green Deal has paid for basic measures
the LCS offset fund could be used to pay for additional savings from harder to reach measures). Achieving
true additionality would be very difficult given the availability of Green Deal funding for both the domestic
and non-domestic sectors.

1.7.4

In order to receive support from the LCS offset fund projects will be required to confirm whether the
measures they are proposing would be eligible for funding through existing funding or incentives
programmes including Green Deal, ECO, FITS and RHI and whether funding has been sought and the
value of funding secured from those programmes. They will also be asked to confirm whether the proposed
project could proceed without the Legacy Corporation’s Offset Solution Fund support.
Carbon accounting

1.7.5

It is proposed that where projects are funded using more than one carbon reduction programme the total
carbon saving will be apportioned proportionately against the level of funding contributed by each funding
programme. If additional funding is contributed by the beneficiary (the person or organisation who will
benefit from the efficiency savings) or by another third party that does not have a vested interest in
accounting for the carbon savings achieved, the additional carbon saving this facilitates will be distributed
proportionally between the LCS offset fund and the other carbon reduction funding programme. We have
described this approach in the following report as Proportionate shares by subsidy.

1.7.6

While this will be the basis of measuring the carbon savings delivered against funds received and the
overall offset ratio for the basket of projects supported, the Legacy Corporation will also keep records of and
report all funding sources for the projects it supports, the overall carbon savings predicted for the project
and the proportion of those savings that were attributed to the Legacy Corporation’s offset solutions fund
support.

1.7.7

When predicting the carbon savings for projects applicants will be expected to have used recognised
approaches for estimating carbon savings that are appropriate to the type of project and measures being
considered and where available based on national calculation procedures. For example modelling using
the SAP or SBEM models that support the calculation of CO2 emissions for building regulations, use of
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standard tools designed to support wider funding programmes including RDSAP and SBEM models that will
underpin estimates of efficiency improvements in relation to Green Deal and ECO, estimates of plant
capacities and hours of usage for example when replacing one street lighting product with another, use of
published water company embodied carbon data when predicting carbon savings associated with water
savings etc.
1.7.8

We would also expect carbon emission factors to be based on current nationally recognised figures. For
energy savings in buildings these would for example include the emission factors published by CLG for use
with SAP and Building Regulations. For non-building energy uses these will include standard emission
1
factors published by DEFRA .

1.7.9

Where there are no standards or widely recognised approaches for predicting carbon savings, for example
in relation to behaviour change programmes, applicants would be expected to set out the basis for any
predicted savings, for example including previous research findings or monitored data for similar schemes.
The strength of evidence provided, and the likelihood of savings being maintained over the longer term,
would be reviewed on a case by case basis. For projects where there is a significant degree of uncertainty
regarding the savings that will be delivered, applicants would be expected to have included an on-going
monitoring programme as part of their project proposal.

1.8

Process for Identifying Projects
Negotiated funding allocations

1.8.1

The Legacy Corporation will work with stakeholders to identify and plan how to implement priority carbon
saving projects or project types, each in the most appropriate and effective manner, for example by
leveraging existing partnerships.

1.8.2

The Legacy Corporation’s preferred approach is to work with selected stakeholders (principally the host
Boroughs) to identify carbon saving projects and then to reach a negotiated agreement on the offset funding
to be provided given the projected carbon savings.
Open tender

1.8.3

In the unlikely event of insufficient projects being identified through the host Boroughs, an open call for
projects will be made.

1.9

Delivering the Offset Targets

1.9.1

The study has identified a range of project types capable of delivering the required carbon savings and
which are supported by the host Boroughs. Once available funding is confirmed the Legacy Corporation will
work with the Borough’s to identify specific projects for funding and delivery.

1.9.2

The Legacy Corporation will require the following quantitative information about all project for which funding
is sought: the total projected annual delivered fuel and carbon savings and related cost savings, total project
cost, Offset Solutions funding contribution sought, and the source(s) and amount(s) of the balance of project
capital funding. Those seeking funding will also be invited to set out any other benefits that will arise from
their projects – e.g. in terms of addressing affordable warmth, fuel poverty, contributing to decent homes,
local jobs and training, etc. – and to show how they are meeting relevant good practice and sustainability
criteria.

1

http://www.ukconversionfactorscarbonsmart.co.uk/
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1.9.3

Given a choice between competing alternative projects, the Legacy Corporation will give significant
preference to projects with the lowest cost to the Allowable Solutions fund per tonne of carbon saving. It will
then consider the relative strengths of projects in terms of quantitative metrics – e.g. total carbon savings
and lifetime cost-benefits – and the other qualitative benefits. It is proposed the following weightings would
be applied to these various project attributes:
Project evaluation criteria

Weighting

Offset Solutions scheme project cost-effectiveness

60

Overall whole life project cost-effectiveness

15

Additionality

10

Added value

15
Total project score out of

100

Table 1 Proposed project evaluation weightings
1.9.4

It is proposed that bidders for LCS offset funding provide a standardised set of information about their
projects. Table 12 provides a summary of the key information that will be required to allow evaluation of
projects and the proposed sub weightings that could be applied in assessing the merits of alternative
proposals. Further details of the information that will be requested and approach to evaluation are set out in
the text following the table:
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Project information required
Offset scheme project cost-effectiveness

Weighting
60

Offset scheme project cost-effectiveness (£/tCO2)
= (A + B) / C

(35)

Administration costs

(5)

Scale of savings

(20)

Overall whole life project cost-effectiveness

15

Overall whole life project cost-effectiveness (£year/tCO2)
=D/E

(5)

Total lifetime carbon savings

(10)

Additionality
Degree to which project increases or brings forward carbon
savings compared to a Business As Usual baseline.
Added value

10
(10)
15

Additional community benefits, e.g. job creation, skills
development

(10)

Good practice & sustainability: describe how the project
meets applicable good practice and sustainability guidelines
and avoids or appropriately manages adverse
environmental impacts.

(5)

Rationale
Cost per tonne of carbon should be the main
factor in any competition for funding. The
separate sub-weights for quantity of carbon
savings and administration costs favour fewer
schemes with higher savings and provide a
small incentive to keep admin costs low.
Favours projects with higher overall carbon
savings and cost-effectiveness, taking account
of bill savings, and other lifetime costs and
income.

Ensures scheme administrators have some
information on which to make judgements
about relative additionality of projects.
Provides scope to give preference to projects
that provide added value.

A. Offset Solutions funding allocation for project technical implementation costs (£)
B. Offset Solutions funding allocation for project administration overhead (capped at 10%)
C. Proportionate share of lifetime carbon savings (tCO2) accounted to Offset Solutions
D. Discounted net costs (£) including admin (NPV of capital + running costs - savings on energy bills, etc.)
E. Total lifetime carbon savings (tCO2) (savings accounted to Offset Solutions + savings accounted to other funders)

Table 2 Proposed project evaluation criteria
Verification of project delivery
1.9.5

The Legacy Corporation proposes to monitor carbon savings based on project inputs as part of the
verification process.. Each project under consideration for funding will be required to set out proposals for
demonstrating that projects have been implemented according to the expectations on which the decision to
award funding was based. Although the cost of carbon will be a key determining factor for choosing
between competing projects, the Legacy Corporation is also keen to consider a wider range of projects that
help engender behavioural change. The Legacy Corporation would prefer fewer applicants / partners, each
delivering larger savings, e.g. by ‘aggregating’ projects to reduce administrative costs. However, the focus
will be on timely unlocking and delivery of priority projects and on securing a sustainable pipeline of
projects. As set out above neither the funding of individual projects, nor the overall basket of projects, would
be conditional on achieving an aggregate offset cost less than the carbon price.

1.9.6

The Legacy Corporation considers it impractical to insist on output verification of emissions as a condition
for paying over allocated subsidy funds for capital projects. Subsidy is often a necessary incentive for
projects to go ahead. Making subsidy payments conditional on verification of outputs would turn this
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incentive into an additional risk, and therefore an additional barrier to investment in carbon savings. It will
however be a condition of funding that the applicants agree to participate in any future monitoring of the
outcomes of the projects by the Legacy Corporation or parties working on its behalf. This monitoring may
include checking that measures have been installed as intended and where there is significant benefit in
doing so, determining whether measures installed have been effective in delivering the savings predicted.
1.9.7

For many of the project types discussed in section 4 it would be difficult and costly to monitor energy and
carbon savings against a business as usual baseline in a robust, statistically significant and useful way.
This would in many cases rely on historic data being available, which may not be the case, or in some
cases may raise data protection issues. Building residents or occupants are likely to have no obligation to
share the data required to determine performance and so it is likely that any baseline measurement where
this level of data cannot be gathered will rely on a calculated baseline that may not wholly reflect actual
building performance. . In the case of building retrofit in-use performance, there will be many factors that
influence actual energy performance including occupancy patterns, whether systems or controls are
correctly installed and set up etc. These may require a significant programme of monitoring and post
occupancy evaluation to draw statistically relevant or meaningful conclusions from the measured data. This
is why existing incentives programmes do not require monitoring of project outputs, as the costs would
represent a disproportionately high element of the programme costs reducing the impact of the available
funds. Generally the approach is to support measures with widely recognised benefits and from time to
time to commission independent research to establish that those measures remain an effective way of
saving carbon.

1.9.8

The Legacy Corporation wishes to achieve a balance of projects with some employing measures with widely
recognised and measurable benefits and some which may employ new or innovative approaches to carbon
saving. Where the Legacy Corporation choose to support projects with uncertain outcomes or novel
approaches they will be keen to understand whether the projects have been effective in delivering projected
carbon savings or benefits. In these cases the Legacy Corporation will expect the project proposal to
include proposals for monitoring outputs. Where it is deemed practicable, the Legacy Corporation will seek
to identify a suitable party to undertake monitoring of selected projects on its behalf.

1.10

Next steps

1.10.1 The proposed process for developing and administering Offset Solutions through to the end of 2016 is set
out alongside the expected development timetable in Table 3 Project Pipeline Development Programme.
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Date / Period

Development milestones / activities

End July 2013

Offset Solutions milestones / activities
Offset Solutions Study report including:
 Agreed project funding priorities and eligibility criteria
 Agreed strategy for identifying projects for support
 Proposed approach to administration and delivery

February to
summer 2013

Reserved Matters planning application in
preparation

Identify potential projects for support in period 2013 to 2016
Corporate arrangements for fund administration
Consider contractual and procurement arrangements

Summer 2013

Reserved Matters planning applications
submitted including Energy Statement
establishing residual emissions and
development schedule

Forecast total Offset Solutions funding pot and timing of
payments

Summer 2013
to early 2014

Detailed design and enabling works in
progress

Develop delivery arrangements for initial offsetting projects

Early 2014

Construction on first development plots
commences

First payments into Offset Solutions fund
If necessary, organise competitive tender to allocate any
outstanding funds
First projects selected and funds allocated

Table 3 Project Pipeline Development Programme

LCS-GLB-CON-APP-OFFS-001-V01 | 16

2

Introduction

2.1

Background

2.1.1

The Legacy Communities Scheme (LCS) was granted planning permission on 28 September 2012 (ref. no.
11/90621/OUTODA) and is subject to planning conditions and a Section 106 (s106) legal agreement.

2.1.2

Covering an area of 64.48 ha, the LCS site lies across the boundaries of the London Boroughs of Hackney,
Newham and Tower Hamlets and is adjacent to, but does not include land within, the London Borough of
Waltham Forest. With an anticipated development period of 18 years from 2013 to 2031, the LCS planning
permission establishes the principle of the legacy development, and grants outline planning permission for
development comprising:

th

“Comprehensive, phased, mixed use development within the future Queen Elizabeth Olympic Park, as set
out in the Revised Development Specification & Framework (LCS-GLB-APP-DSF-002). The development
comprises up to 641,817 sqm of residential (C3) uses, including up to 4,000 sqm of Sheltered
Accommodation (C3); up to 14,500 sqm of hotel (C1) accommodation; up to 30,369 sqm (B1a) and up to
15,770 sqm (B1b/B1c) business and employment uses; up to 25,987 sqm (A1-A5) shopping, food and drink
and financial and professional services; up to 3,606sqm (D2) leisure space and up to 31,451 sqm (D1)
community, health, cultural, assembly and education facilities, including two primary schools and one
secondary school; new streets and other means of access and circulation, construction of open and covered
car parking; landscaping including laying out of open space with provision for natural habitats and play
space; new and replacement bridge crossings, reprofiling of site levels, demolition and breaking out of roads
and hardstanding, utilities diversions and connections; and other supporting infrastructure works and
facilities”.
2.2

Purpose of document

2.2.1

This Offset Solutions Strategy has been prepared in support of the outline planning application for site
preparation works, infrastructure construction and works, made by the London Legacy Development
Corporation (Legacy Corporation) in respect of the LCS.

2.2.2

More specifically, this submission seeks to discharge LCS condition LCS0.133, and in so doing optimise the
standards of sustainable design and construction in accordance with London Plan policies 5.1 and 5.2;
London Borough of Hackney Core Strategy policy 29; London Borough of Newham Core Strategy policy
SC2 and London Borough of Tower Hamlets Core Strategy policy SO3.

2.2.3

For reference the text of LCS0.133 is reproduced below:
“Prior to the Commencement of Development a study shall be undertaken in
consultation with the GLA, the Host Boroughs and the Zero Carbon Hub to identify
potential projects and solutions which may comprise or be included as Offset
Solutions. The Development shall not be Commenced until the study has been
submitted to and approved in writing by the Local Planning Authority.”

2.2.4

Appendix A provides a summary of the planning conditions and obligations relevant to this study.
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Figure 1. LCS Planning Delivery Zone Boundaries
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2.3

LCS carbon targets and offsetting

2.3.1

Minimum carbon performance targets in line with London Plan policies have been set for LCS development
in the LCS outline planning consent condition LCSO.132. These targets are shown below:


25% improvement on 2010 Building Regulations in the period to 2013



40% improvement on 2010 Building Regulations from 2013



Zero Carbon for all dwellings from 2016



Zero Carbon for Non-Residential Units from 2019

2.3.2

Target reductions are based on reductions in the CO2 emissions that are regulated by Part L of Building
Regulations, primarily, space heating, hot water, fans and pumps. They exclude emissions associated with
domestic appliances and non fixed lighting.

2.3.3

The approach to meeting these targets has been set out in the LCS Energy and Sustainability Statements
and LCS condition LCS0.131. In summary the approach is to meet these targets using On Plot carbon
saving measures, as far as possible. Where it can be robustly demonstrated that the London Plan carbon
targets cannot be met On Plot, provision has been made for Developers to reduce the shortfall of carbon
emissions through the offset hierarchy via Section 106 payments to either:

2

3



Offset solutions (until such time as an offsetting arrangement is formally adopted by the relevant
planning authority under London Plan Policy 5.2 or any replacement from time to time or a national
Allowable Solutions framework has been adopted)



Locally adopted offset solutions (if an offsetting arrangement has been formally adopted by the
relevant planning authority as at 1.1.1)



National allowable solutions (a national framework brought forward by the Government)

2.3.4

The definitions to the planning conditions note that where Offset Solutions are applied, near site measures
are preferable to measures which are further from the site.

2.4

Study scope and approach

2.4.1

AECOM was commissioned by the Legacy Corporation to undertake an Offset Solutions study in
consultation with the Greater London Authority (GLA), the four Host Boroughs – the London Boroughs of
Hackney, Newham, Tower Hamlets, and Waltham Forest – and the Zero Carbon Hub. Two additional
stakeholders were involved: the Department for Energy and Climate Change, whose responsibilities include
the roll-out of Green Deal and Energy Companies Obligation (ECO), and the Institute for Sustainability, a
charity involved in research and carbon saving projects in East London and the Lea Valley. Stakeholders
were invited to attend an Offset Solutions Workshop, which is described in section 3.5.

2.4.2

The scope of this study is to identify potential projects and solutions which may comprise or be included as
Offset Solutions in consultation with the zero carbon hub, GLA and host boroughs. It is recognised that LCS
development will take place over the next 20 years and so the approach taken in this report has been to:

2

Legacy Communities Scheme Regulation 22 and additional information submission - Revised Energy Statement. February 2012. LCS-GLBACC-ENST-002.
3
Legacy Communities Scheme Regulation 22 and additional information submission - Revised Sustainability Statement. February 2012. LCSGLB-ACC-SS-002
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2.4.3

Assess the likely quanta of carbon emissions to require an offset, and therefore establish an estimate of the
amount of funding available for investment via offset solutions

2.4.4

Identify carbon emission reducing projects that could offset those emissions in consultation with the
stakeholders above taking into account other carbon emission reduction initiatives currently underway.
Relevant national and London policy

2.4.5

The concept of Offset Solutions is similar to the Government’s proposals under zero carbon homes policy
for Allowable Solutions, which are as yet undefined. Zero Carbon Hub (ZCH) has made recommendations
4,5,
to Government on the design of Allowable Solutions but these are not adopted in policy. ZCH has also
identified areas where further study is required to develop Allowable Solutions. The Government’s recent
6
update on the Plan for Growth states that DCLG will consult on delivery mechanisms for achieving zero
carbon homes, but does not establish a timeframe for this consultation.

2.4.6

The implications of ZCH’s work for the design of Offset Solutions are discussed in section 3.1.

2.4.7

The GLA is currently in the process of preparing guidance for Local Planning Authorities in relation to local
offsetting arrangements applicable under Policy 5.2 of the London Plan. This policy sets out carbon
reduction targets to be met in new development but states:
“where it is clearly demonstrated that the specific targets cannot be fully achieved
on-site, any shortfall may be provided off-site or through a cash in lieu contribution
to the relevant borough to be ring fenced to secure delivery of carbon dioxide
savings elsewhere”.

2.4.8

The study team engaged with both GLA and ZCH during the study with the aim of ensuring that, as far as
possible, the approach developed by the Legacy Corporation is in keeping with emerging London guidance
and national policy. At the time of writing there were no draft proposals for policy in London from GLA, nor
any further information from ZCH or CLG regarding national Allowable Solutions policy available for review
by AECOM.
Governing LCS planning condition

2.4.9

This study is specifically concerned with discharging planning condition LCS0.133 and therefore with
identifying projects and solutions that will be included as Offset Solutions only. The planning conditions
distinguish between Offset Solutions, Locally Adopted Offset Solutions, and National Allowable Solutions
(see definitions in Appendix A). Only one of these policies will apply to a particular Reserved Matters
application and the expectation is that there will be a transition from Offset Solutions to National Allowable
Solutions over time.
Related LCS planning conditions

2.4.10 This study supports the discharging of related planning conditions on CO2 emissions reduction – LCS0.131
(Energy Statement) and LCS0.132 (CO2 reduction targets) – until Offset Solutions are superseded by
Locally Adopted Offset Solutions or National Allowable Solutions. While the study is limited to Offset
Solutions it considers issues likely to be relevant to other policies that may replace Offset Solutions.

4

Allowable Solutions For Tomorrow’s New Homes Towards - A Workable Framework. Zero Carbon Hub. July 2011
Allowable Solutions. Evaluating Opportunities and Priorities. Zero Carbon Hub and NHBC Foundation. September 2012
6
Plan for Growth implementation update. Department. Department for Business Innovation and Skills. March 2013.
5
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Summary of issues excluded from the scope of the study
2.4.11 AECOM has not examined the legal aspects that may arise in relation to the Legacy Corporation‘s provision
of offset funding (e.g. State Aid rules) or the legal issues associated with Government procurement. These
will need to be considered by the Legacy Corporation and its legal advisors.
2.4.12 AECOM has not advised on the detailed corporate arrangements that the Legacy Corporation’s planning
and development arms will need to put in place for the disbursement of offset funds and ongoing financial
and carbon accounting. These are matters for the Legacy Corporation.
2.5

Likely scale of the offset fund and payment mechanisms
Expected contributions to the Offset Fund

2.5.1

The carbon price for offset solutions has been set in the LCS outline planning consent at a rate of £46/tCO 2,
which is £1,360 per annual residual tonne of CO2. The carbon price of £46/tCO2 was taken from the
7
Government’s Zero Carbon Homes Impact Assessment . The figure reflects the discounted 30-year average
cost of carbon in the EU Emissions Trading Scheme under DECC’s central projection at the time of the
Impact Assessment. This basis for the carbon price was used in the Impact Assessment on the principle
that developers should pay no more to procure off site carbon savings than other sectors pay to meet
comparable savings obligations.

2.5.2

Offset Fund payments will be paid by the Legacy Corporation as developer and used to fund Offset
Solutions until this Condition is superseded. Although an estimate of the quantity of residual emissions and
hence offsetting contributions has been provided in this study, the scale of offset contributions will not be
known until LCS Reserved Matters Planning Applications are submitted to the Local Planning Authority and
the developer’s approach to carbon reduction has been set out in their accompanying energy statements.

2.5.3

In estimating the scale of the potential offset fund, this study also takes into account the Legacy
Corporation’s corporate commitment that all homes on the site will be zero carbon. This commitment goes
beyond the planning targets and will result in additional contributions towards Offset Solutions. Prior to
2016, when a national allowable solution policy could be implemented, S106 payments to offset LCS
residual emissions will be limited as all homes are expected to meet the London Plan CO 2 reduction targets
through on site measures, as set out in the Energy Statement that accompanied the LCS planning
application. S106 offsetting payments are likely to relate to any non-domestic buildings that cannot meet the
London Plan target for a 40% reduction in regulated CO2 emissions between 2013 and 2016. The Section
106 and non planning-related payments will be made at the same rate and go into the same overall funding
pot, so this study makes no further distinction between these funding sources.

2.6

Determination and collection of payments into the Offset Solutions fund

2.6.1

Developer contributions will be collected as part of S106 payments or, where they relate to the Legacy
Corporation’s corporate sustainability targets, through the contractual arrangements between the Legacy
Corporation and their development partners. These contributions will generate an offset ‘fund’ for Offset
Solutions.

7

Zero Carbon Homes Impact Assessment. Department of Government and Local communities. May 2011
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Section 106 payments
2.6.2

Determination and collection of developer S106 payments towards Offset Solutions is a matter for the the
Legacy Corporation Planning Policy and Decision Team (PPDT). For the purposes of this study the
following assumption has been made on how this will effectively work. Developers will submit an Energy
Statement as part of any reserved matters planning application. The statement, prepared in accordance
with GLA guidance, will include calculations for the proposed development of:


Total carbon emissions for the site, i.e. the sum of Building Regulations Target (annual) Emission
Rates (TERs) for all homes and non-domestic buildings (the baseline);



The planning policy target annual emission rate, which will depend on the policies and required
savings applicable at the time of the application (see Table 4);



Actual annual emissions, i.e. the sum of Dwelling Emission Rates (DERs) for all homes plus
Building Emission Rates (BERs) for all non-domestic buildings;



Annual residual (carbon) emissions, i.e. the difference between the planning target or the Legacy
Corporation’s corporate commitment and actual calculated annual emissions.

Other payments into the Offset Solutions fund
2.6.3

This study assumes that the Legacy Corporation will make contractual arrangements with delivery partners
for non S106 payments, based on the residual emissions calculated in the Energy Statement.
Target reduction in regulated emissions
Period
Present to 2016*

Homes

Non-domestic buildings

100%
40%***

2016 to 2019**
100%
2019 to end of development

100%

* Or the eventual date that zero carbon homes policy comes into force.
** Or the eventual date that zero carbon non-domestic buildings policy comes into force.
*** The London Plan target reduction for non-domestic buildings from 2016 is ‘Building Regulations’ it is unlikely this
would exceed 40% as previous studies suggest 40% would not be technically/economically feasible for all buildings.

Table 4: Targeted reductions in regulated emissions
2.7

Projected residual emissions

2.7.1

Table 4 provides a summary of the effective CO2 targets that would apply in the period up to the expected
introduction of National Allowable solutions arrangements. This takes into account the Legacy Corporation’s
corporate commitment that all homes will be zero carbon.

2.7.2

The energy strategy for the LCS is based on energy efficient design and the supply of low-carbon heat from
a site-wide heat network served by gas-fired CHP and biomass boilers. The Energy Statement submitted as
part of the LCS planning application forecasts that with this strategy, London Plan carbon targets will be met
on site for all homes and on aggregate for all non-domestic buildings up to and including 2016. On that
basis, homes will generate no residual emissions in terms of planning condition LCS0.133, and hence no
planning-related contributions towards Offset Solutions. Housing development up to 2016 will generate
residual emissions in relation to the Legacy Corporation’s corporate commitment that all homes will be zero
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carbon. This study assumes these residual emissions will be offset at the same rate specified in the
planning conditions, i.e. £46/tCO2 for 30 years.
2.7.3

It is harder to forecast whether contributions will arise in relation to non-domestic buildings because savings
achievable on site are sensitive to design and building type. In particular, retail buildings have very low heat
demands, reducing the savings from CHP. So individual non-domestic buildings may fall short of the
planning targets, in which case the residual emissions would give rise to contributions towards Offset
Solutions.

2.7.4

This study proceeded on the assumption that maximum residual emissions would be along the lines shown
8
in Table 5, which is based on the figures underlying the LCS Energy Statement . These figures correspond
to maximum likely residual emissions because they account for design to minimum committed fabric energy
efficiency standards and obligatory connection to the heat network. Development partners could choose to
design to even higher energy efficiency standards and to fit photovoltaics, in which case the residual
emissions would be lower. The illustrative annual development schedule on which these emissions are
based is included in Error! Reference source not found. of Appendix F.
Residential (C3)

Non-domestic

Site total

2015

2016

2015

2016

2015-16

...Total after savings from on-site
measures relative to zero carbon

4,369

4,693

68

326

9,456

...Residual relative to London Plan
targets

0

0

0*

0*

0*

...Residual relative to the Legacy
Corporation’s corporate target for zero
carbon homes

4,369

4,693

n/a

Regulated Lifetime Residual CO₂
emissions**

9,062

* On aggregate, but there may be residual emissions from individual non-domestic buildings that raise S106
contributions. Any quantity of emissions and funds raised would be small relative to those for homes.
**Assumes annual residual emissions must be offset for a 30 year period.
Table 5 Predicted residual emissions to 2016
Scale of funds likely to be raised for Offset Solutions
2.7.5

Assuming any contributions from non-domestic buildings will be small, lifetime residual CO2 emissions of
9,062 tCO2 would raise Offset Solutions funds of up to £416,844 in the period up to 2016. This should be
considered a maximum figure.

2.7.6

While this study has focussed on the period up to 2016 Appendix F provides a further projection of the
potential maximum offset solution fund that could arise in subsequent years. The availability of these funds
is less certain and will depend on how Government chooses to implement National Allowable Solutions.

8

Legacy Communities Scheme Regulation 22 and additional information submission - Revised Energy Statement. February 2012. LCS-GLBACC-ENST-002.

LCS-GLB-CON-APP-OFFS-001-V01 | 23

2.8

Study methodology
The Offset Solutions study was undertaken as follows:
Estimate of residual CO2 emissions and maximum fund size

2.8.1

9

Predicted emissions set out in the LCS Energy Statement were used to estimate the maximum residual
CO2 emissions that might need to be offset and hence the maximum fund that might be available for Offset
Solutions.
Fact finding

2.8.2

Meetings or telephone discussions were held with the following key policymakers:
London Boroughs regarding Locally Adopted Offset Solutions (e.g. Islington, Redbridge, and Lewisham
have or are working on draft policy), and Local Authorities outside London with similar schemes (Milton
Keynes);


GLA to explore their thinking on offsetting guidance for Boroughs (promised in the London Plan);



Zero Carbon Hub to discuss their work to date on national allowable solutions;



CLG, seeking confirmation on the latest official policy position and timetable.

2.8.3

AECOM also reviewed relevant carbon offset and savings schemes likely to provide useful insights for the
design of Offset Solutions.

2.8.4

This exercise identified a number of particularly relevant case studies, which are described in section 3.3. A
full list of the organisations contacted and conversations held can be found in Appendix B.

2.8.5

Relevant sources of support for carbon savings measures were reviewed in particular those that might have
the potential to be used in combination with Offset Funding such as Green Deal or ECO.
Scheme design issues

2.8.6

2.8.7

Based on initial fact finding a range of scheme design issues were considered and initial views on how
these might be addressed set out in a position paper to seek stakeholder feedback. These issues included:


The approach to carbon accounting (how carbon savings are attributed among those funding a
project);



Additionality (whether projects are delivering savings that would not otherwise have occurred);



Project types that should be supported and any eligibility criteria that should be applied;



The approach to recruiting projects



The impact of the above on the offset ratio that might be achieved (savings from offset projects
divided by residual emissions)

The position paper is included as Appendix E.

9

Legacy Communities Scheme Regulation 22 and additional information submission – Revised Energy Statement. February 2012. LCS-GLBACC-ENST-002.
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Stakeholder workshop
2.8.8

A workshop was then held to present and test the proposed approach to Offset Solutions, to discuss
alternative options with stakeholders, and to start the process of identifying potential carbon saving projects.
Representatives from the host boroughs, GLA, Zero Carbon Hub, DECC, the Institute for Sustainability and
the Legacy Corporation attended the workshop.

2.8.9

An overview and a summary of the feedback from the event are presented in section 3.5. A record of the
workshop can be found in Appendix D.
Identification and review of potential offset projects and solutions

2.8.10 The study team identified a long-list of potential types of carbon offset projects and solutions, taking account
of project types flagged by workshop attendees as being of particular interest. Published data was used to
establish an indicative cost of carbon savings (£ / tCO2) for each project type, where possible.
2.8.11 The review of project types, including a discussion of pros and cons and indicative costs where available, is
set out in section 4.
Developing an Offset Solutions approach
2.8.12 The insights from the fact finding exercise, feedback from the stakeholder workshop, and the review of
projects informed the development of the Legacy Corporation’s proposed approach to Offset Solutions,
which is set out in section 1.1.
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3

Designing Offset Solutions

3.1

Starting points for the design of Offset Solutions

3.1.1

The Planning Conditions specify the use of Offset Solutions to offset Residual CO2 Emissions. They fix the
price to offset residual emissions at £46/tCO2, and require a study “to identify potential projects and
solutions which may comprise or be included as Offset Solutions”, with stakeholder consultation. The only
reference to the nature or design of the Offset Solutions scheme itself – as distinct from potential projects it
could support – is in the Definitions, where the definition of Offset Solutions implies that the approach
should be developed in consultation with the Host Boroughs and GLA “having regard to relevant GLA policy
or, if no such policy, having regard to the contents of the Zero Carbon Hub report entitled ‘Allowable
Solutions for Tomorrow’s New Homes: Towards a Workable Framework Dated July 2011’
Zero Carbon Hub report: Allowable Solutions for Tomorrow’s New Homes: Towards a Workable
Framework

3.1.2

The Zero Carbon Hub report is firmly focused on a workable framework for Allowable Solutions in the
context of national zero carbon homes policy. There are some important differences between the working
assumptions for the Zero Carbon Hub report, and the situation established for Offset Solutions by the LCS
Outline Planning Permission, as outlined in Table 6.
Issue

10

Zero Carbon Hub working assumptions

Situation for Offset Solutions

Carbon price

Variable, dependent on the best available market
price, but capped. The Impact Assessment
assumes a cap equivalent to the 30-year average
price of carbon on the EU-ETS as projected by
DECC.

Fixed at £46/tCO2, which was the 30-year average
carbon price projected by DECC at the time of the
Government’s Zero Carbon Homes Impact
10
Assessment .

Responsibility
for securing
carbon savings

Rests with the Developer. It is assumed that most
developers would choose to secure savings by
purchasing carbon saving certificates from either
a Private or Community Energy Fund, which in
turn would generate certificates by investing in
carbon saving projects.

Rests with the Legacy Corporation. The Legacy
Corporation takes on the responsibility to secure carbon
savings by collecting a payment through Section 106.
Though the Legacy Corporation will raise an Offset
Solutions ‘fund’, this is not necessarily what ZCH had in
mind in terms of Community Energy Funds. The Offset
Solutions ‘fund’ will be a sum of money. Community
Energy Funds are described as organisations
specialising in identifying and investing in carbon saving
projects.

Location of
projects

Anywhere (in the UK presumably), but with a
recognition of the preference that projects should
be close to the development where possible.

3.1.3

Using the Offsite Hierarchy, projects will be
located in the following order of preference:
On-site measures (within the LCS boundary),
followed by offsite measures (within the Host
Boroughs). Although there is no clear limit to
the location of offsite measures, it is assumed
for the purposes of this report that there would
need to be a very strong carbon case made to
deliver measures outside of the boundary of
the host boroughs. The definitions to the

Zero Carbon Homes Impact Assessment. CLG 2011.
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Issue

Zero Carbon Hub working assumptions

Situation for Offset Solutions
planning conditions also note that where Offset
Solutions are applied, near site measures are
preferable to measures which are further from
the site.

Project eligibility None established to date. Expectation that
Government will determine this during policy
development. Illustrative list of “‘On-site’...‘Nearsite’ [and] ‘Off-site’ options”.

A.1.1

Potential policy
constraints

Requirement to demonstrate additionality, for
which four high level approaches are discussed:
Avoid double counting at international level; Avoid
double counting at national policy level; Criteriabased approach; Shared benefit approach

Additionality (same issues but the Legacy Corporation
may have a different perspective based on local rather
than national priority outcomes); State Aid; scheme
duration (assumed cessation on the introduction of
Locally Adopted Offset or National Allowable Solutions
has design implications).

Carbon saving
calculations

Not specified, though the need for a standard
method is recognised: “Carbon savings...
calculated using the national Allowable Solutions
Carbon Reporting Methodology (which may
harness an existing universal approach to CO2
reporting).”

The Legacy Corporation determines the methodology
for carbon saving calculations.

The Legacy Corporation is free to set eligibility
rules, subject to any applicable legal
constraints. ZCH ‘Off-site options’ would not be
suitable if located outside the Host Boroughs.

Table 6 Comparison of ZCH working assumptions and the situation for the LCS
3.1.4

In summary, the Zero Carbon Hub proposes a framework for a national scheme, centred on specialist
Private or Community Energy Funds that would invest in carbon saving projects and participate in a market
that produced and traded carbon saving certificates. (DECC recently set up a brokerage to enable parties
obligated under the Energy Companies Obligation to purchase carbon or energy bill savings from Green
Deal providers, which will no doubt provide useful lessons for any market mechanisms considered for
Allowable Solutions.) Much of this is not applicable to Offset Solutions and is out of proportion to a local
scheme with limited funds and time frame. The ZCH report raises and discusses issues that are critical to
Offset Solutions in the near term (the need to clarify project eligibility, address additionality, and establish a
methodology for calculating carbon savings) but its scope does not extend to setting out proposals on these
issues. Overall, the ZCH report does not provide a template for Offset Solutions for the LCS but serves to
identify many of the issues that need to be addressed in the design of any similar scheme.

3.2

Other points of reference

3.2.1

For completeness, other schemes were reviewed for insights. This included existing or planned Local
Authority schemes and previous and planned national carbon saving schemes. The experience from past
national schemes and the considerations underlying new schemes like Green Deal and ECO are highly
relevant as they deal with issues around:


recruiting project sponsors (households and businesses),



identifying delivery partners, and



rules for calculating carbon savings,
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which need to be addressed for Offset Solutions. Four case studies with lessons for Offset Solutions are set
out in section 3.3.
3.2.2

The LCS planning permission identifies a number of key stakeholders to be consulted during this study.
Their views on the approach to Offset solutions were sought as part of the Stakeholder Workshop event,
and the feedback from stakeholders is summarised in section 3.5.
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3.3

Offsetting case studies
Milton Keynes Policy D4
Lessons for the Legacy Corporation approach to Offset Solutions:


Use of an established third party energy agency for management and delivery of projects



Funder takes all approach to carbon accounting has enabled an offset ratio of greater than 1 i.e.
the savings accounted against projects delivered meet or exceed the residual emissions against
which payments have been made.



Without a funder takes all approach to carbon accounting the low carbon offset price cap would
either prevent an offset ratio of 1 or leave very few project types that are affordable within the cap.

3.3.1

Milton Keynes was one of the first authorities to establish a carbon offsetting fund (COF). Developers who
are unable to meet Policy D4 of their carbon neutral policy are required to pay £200/tonne to offset the
residual carbon emissions from their developments that have not been reduced to zero through energy
efficiency and renewables measures. Over the life of the fund, £646,000 of COF funding has been used to
assist householders in installing loft and wall insulation, and over £1,121,000 of CERT funding has been
attracted to the Milton Keynes area as a result of the COF grant. 5,300 homes have been insulated so far
(this represents 5.46% of total dwellings), installing almost 6,200 measures. In addition, two sheltered
housing projects have been supported by the COF so far. The total carbon saving from installed measures
11
is estimated at 3,950 tonnes of CO2 per annum for 40 years. Based on the combined COF and CERT
funding plus additional contributions from householders of £602,349 this represents an average cost of
installation of £598 per tonne of carbon saved.

3.3.2

As Milton Keynes Council regard their funding as being instrumental to the measures being installed the
Council claims the full carbon reduction against the measures installed. The effective price per tonne of
carbon saved is therefore £646,000 divided by 3950 tonnes or £163 per tonne of annual residual emissions
that are offset for 40 years. While it is not clear whether these figures include administrative costs it is
assumed that in accounting terms the policy has an “offset ratio” of greater than one i.e. the carbon savings
claimed exceed the residual emissions that are required to be offset.

3.3.3

Money collected by the Council through the Milton Keynes Tariff and Section 106 contributions is passed
onto the United Sustainable Energy Agency (USEA), formerly the Milton Keynes Energy Agency. This is a
not for profit organisation who manage the offset fund and the delivery of offsetting projects as well as wider
engagement programmes aimed at reducing primary energy use. USEA’s main offer until recently was to
combine CERT money from energy companies with COF money and a standard payment of £95 from
householders to install loft and wall insulation. USEA reports quarterly on money received from the offset
fund, other funding received, projects invested in and predicted carbon savings for the measures installed.
USEA have an appointed framework of contractors to follow up referrals for projects and install measures
where defined project criteria are met.

11

USEA Report On The Milton Keynes Carbon Offset Fund Quarterly Review Report Q1 2012/2013
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3.3.4

In the closing rounds of CERT energy companies were prepared to fully fund loft and wall insulation to
ensure funds were allocated, and the offsetting funds were no longer providing additionality. Offset funds
are now being used to fund a boiler cash back scheme where occupiers replace a D or worse rated boiler
with an A rated one. Despite contributing only £150 to the cost of installation, MKC would claim the full
carbon saving associated with the new boiler against their contribution. We refer to this approach to carbon
accounting as “funder takes all”. Details of the boiler scheme are on the USEA website at:
www.usea.org.co.uk.

3.3.5

Milton Keynes are also exploring a Green Deal go early scheme where offsetting payments would be used
as a proxy for Eco funding in the period before Eco funding becomes available. This would enable targeting
of hard to treat wall insulation, which has not typically been addressed through their existing offset
programme activity. They are also exploring electrical appliance replacement schemes.

3.3.6

All projects funded through the offset fund must be located in Milton Keynes.
London Borough of Islington Policy CS10
Lessons for the Legacy Corporation approach to Offset Solutions:


Use of experienced in house energy team for project development



Basket based approach to projects



Initial priority for projects relating to council owned assets.



Flexibility being retained to target strategic projects where 1 to 1 offset ratio may not be achievable
within funds

3.3.7

The London Borough of Islington’s Core Strategy (2011) policy CS10 set the principle of using carbon offset
payments to mitigate for a shortfall in reaching their carbon reduction policy that ‘all major development
should achieve an on-site reduction in total (regulated and unregulated) CO 2 emissions of at least 40%
(50% if connected to decentralised energy network) in comparison with total emissions from a building
which complies with Building Regulations 2006, unless it can be demonstrated that such provision is not
feasible’. This has been recently reinforced with the adoption of supplementary guidance which sets the
annual price per tonne of carbon saved at £920. For minor applications there is a flat fee of £1500 per
house and £1000 per flat. Payment will be calculated based on the first year’s emissions and collected via
S106 payments. As this price of carbon has only recently been adopted no schemes have yet had to pay.
The council are aiming to save a tonne of carbon for every £920 spent on measures aggregated over 5
years, unless there is a wider strategic objective such as tackling specifically hard to reach groups.

3.3.8

A wide ranging project basket has been developed but priority will be, in the first instance, to fund carbon
savings in publically facing council owned assets such as social care, libraries and leisure centres. The
extension of existing boiler replacement schemes is also an option, where householders apply directly to the
authority. Also included for consideration is the extension of the Bunhill District Heating Network, as this is
owned by London Borough of Islington, although the legal position is currently being reviewed. They also
include some behavioural change projects alongside harder measures. Where possible, the Council are
seeking to leverage additional funding, claiming the carbon for any additionality that this might bring.
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RE:NEW / RE:FIT for offsetting Olympic Delivery Authority emissions in association with the 2007
Olympic and Legacy Facilities Permission 07/90010/OUMODA
Lessons for the Legacy Corporation’s approach to Offset Solutions:

3.3.9



Use of an existing framework delivery vehicle avoided need to set up procurement and approval of
contractors



Retrofit of schools and housing retrofit through contributions to RE:NEW were delivered within the
offset price that will apply to LCS ie £46/tonne for 30 years or £1,380/tonne



Use of annual competitive call for projects



Need to avoid excessive constraints on funding

The RE:NEW project was set up by the GLA/LDA to enable retrofitting of existing homes. The RE:FIT
project was set up to target retrofit of public sector non-residential schemes.

3.3.10 As part of delivering Planning Conditions for the Olympic Park, ODA invested £1.5million in carbon
offsetting projects through the RE:NEW and RE:FIT projects, this helped address the shortfall in carbon
savings when initial plans for a large wind turbine on the Olympic Park were unable to proceed. A total
budget of 1.7million was allowed to take into account the likely administrative costs. The average cost for
offsetting a tonne of annual residual CO2 emissions for 30 years was £986/tonne, with measures installed
through RE:FIT costing £785/tonne and measures installed through RE:NEW costing £1187/tonne.
3.3.11 The RE:FIT funding was focussed on the retrofit of existing schools. An initial long list of potential recipient
schools was established and initial data on energy use and existing conditions used to draw up a short list
of 12 schools and to establish a CO2 baseline against which savings would be determined. Contractors
already appointed to the RE:FIT framework were provided with data on the schools and invited to visit the
schools before preparing competitive bids setting out proposed retrofit measures their anticipated costs and
carbon savings as part of a mini competition. A preferred contractor was selected to deliver the schemes. In
this instance ODA made it a requirement of the offsetting arrangement that only ODA offsetting funding was
used to fund the measures so that no questions could arise around double counting of the CO 2 savings.
There is a contractual commitment on the installer to meet the required carbon saving.
3.3.12 The GLA RE:FIT scheme when first set up operated with a required cap on the cost per tonne of carbon
saved for projects submitted, this cap was initially set too low and restricted the number of applications
making it difficult to commit funding. The scheme now operates with an annual competitive call for projects.
RE:NEW
Lessons for the Legacy Corporation approach to Offset Solutions:


Use of recognised systems for accounting savings on a measures installed approach reduces
administration in calculating and accounting emissions.



Burden of risk of delivering carbon savings shifted to contractors

3.3.13 RE:NEW is a collaborative programme between the GLA, London Councils, the Energy Saving Trust (EST)
and London’s boroughs. The programme is borough led so that it can integrate local programmes and
incorporate local priorities. The programme draws on Mayoral, Borough and private sector funding sources
such as CERT and contributions from water companies to deliver efficiency improvements to existing
homes. Delivery is through Borough level delivery agents who promote the scheme on an area wide basis
to generate referrals, street by street door knocking has proved an effective approach. An initial home visit
leads either to provision of simple measures such as low energy lighting or more comprehensive measures
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such as loft or wall insulation or boiler replacement. Carbon savings are accounted using the methodologies
used in CERT with standard carbon savings attributed to the installation of a given measure. There is now a
contractual obligation on contracted providers to deliver the required number of measures to deliver a
required carbon saving, which places the risk of creating referrals and capturing sufficient installations on
the contractor.
3.3.14 GLA have published guidance for RE:NEW providers as well as feedback on the costs and carbon savings
achieved for the early demonstration phase of the scheme.
http://www.london.gov.uk/priorities/environment/climate-change/energy-efficiency/implementing-renewlocally.
CERT
Learning for the LCS Offset Fund


Existing programmes have already had to deal with issues around accounting carbon and
standard scoring approaches have been developed linked to measures installed. These or similar
approaches can be utilised by Legacy Corporation.

3.3.15 The Carbon Emissions Reduction Target is an obligation on energy suppliers to save carbon by
implementing saving measures in UK households. It holds important lessons for offset solutions because it
is a long-running scheme with similar objectives – saving a specified quantity of carbon in a given time.
3.3.16 The CERT impact assessment includes an “Illustrative mix” (basket) of measures that would deliver the
required carbon savings at the projected total policy cost and aggregate cost of carbon. Default “scores”
(offset costs) are provided for a range of measures. Energy companies can use these as the basis for
reporting the savings from their implementation programme or present alternative calculations where
appropriate, e.g. for non-standard measures. Companies claim all the savings from measures implemented
regardless of the level of financial support provided. They are obliged to target and to provide greater
financial support to priority groups such as fuel poor households. Many novel mechanisms and forms of
partnership have been used to recruit households and deliver projects. Much of this is relevant and
potentially transferrable to offset solutions.
3.4

Carbon saving schemes that will run concurrently with Offset Solutions

3.4.1

A number of national carbon saving schemes will run concurrently with Offset Solutions and may have
implications for the design and operation of the scheme
Green Deal and ECO

3.4.2

These closely related policies are part of a shift in the way that support is provided to encourage households
and businesses to implement carbon saving measures. In the past, the main support method was up-front
grant towards implementation costs, which rarely covered the full cost of measures (with exceptions likely to
be fuel poor households, for example). Uptake was inherently limited by the grant funding pot available and,
when untargeted, tended to be concentrated in households and businesses with the interest to apply for
support and the financial resources to pay the balance of implementation costs. To achieve a large increase
in investment in carbon savings in the building stock there was a need for new mechanisms to access more
private capital and spread investment costs more fairly while overcoming the perennial barriers to taking
action.
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3.4.3

Green Deal and ECO will operate concurrently and were designed to work together, to the extent of being
subject to a combined Impact Assessment. Much thought has gone into defining the boundaries of Green
Deal and ECO and managing the overlaps between the policies according to an important underpinning
principle, which is that beneficiaries should generally pay for cost-effective carbon savings. Under Green
Deal, beneficiaries pay for improvements, with the policy focusing on removing the barriers related to upfront costs. The costs of ECO are borne by Energy Companies and are assumed to be passed on to all
energy consumers in the form of higher bills. As such, the boundary between the policies is drawn to avoid
ECO subsidy “crowding out” Green Deal Finance. The practical result of this is that a long-list of measures
are potentially eligible for Green Deal Finance, subject to meeting the golden rule in each case. Meanwhile
ECO delivers a much more limited range of measures than previous supplier obligations, focusing on
measures that, while not financially attractive, are economically cost-effective for the UK as a whole or are
important to meeting national policy objectives on carbon emissions, energy affordability, etc.

3.4.4

The decision on where to draw the boundary between Green Deal and ECO is about two things: fairness
and additionality. In terms of fairness, the argument is that where there is a net benefit from an investment,
it is fair that the beneficiary should pay, rather than spreading the cost among all energy consumers. In
terms of additionality, the argument is that the more private spending can be leveraged through Green Deal,
the greater the total investment and carbon savings that can be achieved. So the more ECO subsidy crowds
out Green Deal finance, the lower the total investment and carbon savings.
Green Deal

3.4.5

The essential principle of the Green Deal is that consumers borrow from a third party (the Green Deal
‘Provider’) to implement carbon saving improvements to their properties. But unlike a personal or business
loan, the liability is attached to the electricity meter in the property, not to an individual or company, and
repayments are made through the corresponding energy bills by the property owner. If the property changes
hands, any new owner becomes responsible for repayments until the loan is repaid.

3.4.6

The Green Deal is broadly expected to operate as follows. An approved Green Deal Assessment tool is
used to estimate the energy savings that could be achieved by applying a range of building fabric and
equipment efficiency measures to an existing home or non-domestic building. The energy savings estimate
is based on a simple energy model for existing homes (RdSAP), or a non-domestic energy model (SBEM),
as appropriate. The tool also determines the likely level of Green Deal finance that could be accessed. The
level of Green Deal finance accessible is limited by the ‘golden rule’: that energy bill savings should exceed
Green Deal repayments in the first year. The assessment handed over to the consumer presents a menu of
individual measures, and packages of measures likely to be ‘green-dealable’, i.e. that meet the golden rule
and hence are eligible for Green Deal finance. The consumer can then strike a deal with any Green Deal
Provider to implement green-dealable measures, and can choose to pay up front for additional, non greendealable works. (Indeed, the consumer could also choose to pay for a proportion of green-dealable works
up front in preference to financing them through a Green Deal Plan agreed with a Provider.)

3.4.7

Green Deal Finance can be combined with energy company support through ECO. For most households,
the combination of Green Deal Finance and ECO support is limited to solid wall and hard to treat cavity wall
insulation, with broader overlap only allowed in some clearly defined circumstances.
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Energy Company Obligations (and brokerage)
3.4.8

ECO is similar in principle to the previous CERT and EEC supplier obligation schemes. Large energy
companies are required to make specified quantities of carbon and energy bill savings (expressed as
‘points’ under the ECO system) with sub-targets for three types of households. The range of measures
available to meet the obligation is much more restricted under ECO than it was under CERT and EEC.
Obligated companies can deliver carbon savings through “promotion or subsidy”, giving them great freedom
in how they achieve their targets. One of the mechanisms available is the ECO brokerage. This is a
fortnightly online auction, organised by DECC, which currently allows registered Green Deal providers to
sell savings to obligated companies. DECC has indicated that auctions will be opened to other sellers in
future.
Feed in Tariff and Renewable Heat Incentive

3.4.9

FiTs and RHI provide payments for electricity and heat respectively, generated by specified renewable and
low carbon technologies. The generation tariffs per kWh produced annually (and an export tariff for
electricity fed into the grid) are set at a level to provide investors with a reasonable return. FiTs and RHI
replaced earlier schemes that tended to periodically provide up-front grants towards capital costs.
Implications of concurrent carbon savings schemes for Offset Solutions

3.4.10 The general issues for Offset Solutions in relation to other carbon saving schemes are whether they conflict
or offer synergies, how conflicts could be managed, and how synergies could be encouraged in the design
of Offset Solutions.
3.4.11 The existence of Green Deal and ECO and the policy design principles behind them are of great relevance
to Offset Solutions, which will run concurrently with both. If a project is green-dealable, then Offset Solutions
funding has potentially “crowded out” or displaced private investment and it could be argued that the
resulting carbon savings are not additional as they could have been delivered by an alternative (and
arguably preferable) route.
3.5

Stakeholder Workshop

3.5.1

On the 11th December 2012 the Legacy Corporation and AECOM held a workshop with key stakeholders to
discuss and review potential approaches to offsetting residual carbon emissions associated with future
development on the Olympic Park and to identify potential carbon savings projects or project types that
stakeholders would wish to see supported through an offset fund. A position paper was circulated in
advance of the workshop to provide context to the discussions and to set out the key issues on which
participants’ feedback was sought (see Appendix E). Notes from the workshop including details of those
who attended are attached as Appendix D.1.
Group sessions on potential offsetting projects

3.5.2

Workshop attendees were split into two groups and asked to consider two questions, focusing in particular
on project types and sectors they would like to see supported in the first phase of the funding scheme up to
2016.


What are your priorities for the carbon saving initiatives that an LCS fund should support?



What initiatives have traction within your authority?



In what ways could the LCS fund support delivery?
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3.5.3



How would you deliver these priorities?



What local carbon saving initiatives and existing delivery mechanisms are you aware of that would
complement delivery of the offset fund?



What sources of additional funding could be accessed?

The following themes emerged from the group sessions:
Support for allowing scope to fund a wide range of projects

3.5.4

It was recognised that a capped price of £46/tCO2 for 30 years, would limit the range of project types that
could be supported if funded carbon savings are required to offset the residual carbon emissions that have
generated the funds one for one. There was support for maintaining flexibility to fund strategic carbon
savings projects – not just low cost carbon saving initiatives such as simple efficiency improvements – even
if this meant carbon savings did not cover residual emissions.

3.5.5

It was suggested that the fund should not be limited solely to technically-focused carbon saving measures
but should also consider programmes or projects where these are combined with a broader programme of
awareness raising or behaviour change, including in areas not directly related to building energy use such
as waste and water management. Examples were cited, such as a project under way in Tower Hamlets to
install remote ‘smart’ heating controls that will allow residents to compare their heat use with neighbours. It
was noted that forecasting the carbon savings from any behaviour change projects may be difficult, but the
proposed inclusion of awareness raising elements to projects should be one of the factors taken into
account in appraising which projects receive support.
Interest in delivering wider objectives alongside carbon savings

3.5.6

There was support for funding projects that support the convergence agenda and which can offer wider
benefits beyond the measure of carbon savings. Newham noted that carbon saving is not a key political
priority and promotion of carbon savings should be linked to job creation, reduction in fuel poverty. These
factors should again be considered as project selection criteria.

3.5.7

Lack of available housing has led to a greater focus for the Borough’s on the private rented sector and
HMOs. They also have a few years left to run on Decent Homes programmes aimed at raising the quality of
housing and funding could potentially piggy back on decent homes programmes ensuring refits are done to
high standards of energy efficiency. There may be issues of timing given the limited funds in the early years.
Tower Hamlets noted that many easy wins had already been taken and that hard to reach measures such
as solid wall insulation could be a focus but may be prohibitively expensive.

3.5.8

A number of Borough’s mentioned work they were doing with TFL and others to introduce electric and
hybrid vehicle charging infrastructure as part of addressing air quality issues, and this may provide an
opportunity for funding.
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Pros and cons to concentrating funding on a large project like decentralised energy
3.5.9

The GLA and Boroughs supported the use of funds for decentralised energy schemes in particular
extension of existing heat networks. The Olympic Park, Barkentine Estate and Royal Docks heat networks
were noted as particular opportunities for support. It was recognised that such projects have relatively high
cost and issues around state subsidy would need to be considered in particular in relation to funding the
extension of privately owned and operated schemes. It was also noted that S106 rules may prohibit the use
of S106 funds for these purposes. It was agreed that offset funds should be focused on delivery and not
used to support feasibility studies.

3.5.10 It was noted by the Borough’s that it was easier politically to support many local smaller initiatives spread
across the Boroughs but they could see that there might be benefit in supporting one large strategic project
if a transparent and accountable process was followed to award the funding.
Broad support for projects in public sector buildings
3.5.11 There was strong support from GLA and Borough’s for funding being focused on retrofit of schools and
public sector buildings, for example council offices, libraries and leisure facilities. GLA noted that RE:FIT is
planning a schools targeted programme and it was noted that the ODA had successfully targeted schools
through an earlier offsetting arrangement for the Olympic Park, using the RE:FIT contractor framework as a
delivery vehicle. The Newham representative noted that schools already had some funding streams open to
them and as many are only occupied intermittently funds might be better focussed on other public sector
buildings in full time use.
3.5.12 It was noted that existing delivery programmes such as decent homes projects and the RE:NEW and
RE:FIT programmes might help speed up allocation of funds early on.
3.5.13 A number of Borough’s have installed Photovoltaics (PV) in housing and this presents an opportunity in
Council Buildings as well. Tower Hamlets are preparing a 3D map of the Borough showing roofs where PV
would be suitable.
Support for projects in private sector buildings as long as additional savings are delivered
3.5.14 The Institute For Sustainability were keen that funding be targeted at SME’s as there are many of these in
the vicinity of the Queen Elizabeth Olympic Park and they are a hard to reach group. It was noted that the
Green Deal funding would be available to this audience.
3.5.15 There were some reservations around combining LCS offset funds with Green Deal or ECO and it was felt
this could become administratively quite challenging. It was also noted this would create possible complexity
around who claimed carbon savings for what.
3.5.16 Tower Hamlets felt that the Legacy Corporation funding should not be targeted at opportunities where there
are existing funding programmes available and should seek to fund current gaps. Our wider study indicates
this may be difficult to avoid given the availability of Green Deal and ECO funding, but possibly creates an
emphasis on public sector opportunities.
Roundtable discussion on the approach to Offset Solutions
3.5.17 A round table discussion looked at some of the key principals that might need to apply in terms of the offset
ratio for the fund, achieving additionality and accounting carbon. Case studies were presented of how these
issues had been addressed in early offset funds and carbon saving funding programmes. Some of the
issues emerging from this discussion were as follows:
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3.5.18 It was felt that national allowable solutions would need to maintain an offset ratio of one, ie the carbon
savings delivered through offset projects match the residual emissions that funding for the projects aimed to
address. This is important in terms of the national policy objective of delivering zero carbon homes. It was
noted however that for the Legacy Corporation’s offset fund this did not necessarily have to be the case as
section 106 payments in other areas do not always deliver a precisely defined benefit and the benefits of
increasing the range of project types that could be supported might exceed the benefits of maintaining a 1 to
1 offset ratio. It was felt the carbon offset ratio should be just one factor considered when appraising a
project’s eligibility and weighed against others.
3.5.19 Overall there was support for maintaining flexibility around the offset ratio. It was noted that ultimately it will
be up to the Legacy Corporation PPDT to decide what is acceptable in terms of any rules regarding offset
ratios.
3.6

Key Offset Solutions design issues

3.6.1

Given a fixed charge for residual carbon emissions, there remain four key issues around which an Offset
Solutions approach is essentially shaped:

3.6.2



Additionality;



Calculating and attributing carbon savings;



Carbon saving target; and



Project affordability.

These issues are closely interrelated and each is outlined in detail in Appendix C, with discussion of how
constraints in one area have knock-on effects on flexibility elsewhere.
The overall design of Offset Solutions – in terms of the considerations listed above – needs to balance a
number of objectives which are potentially in tension. The Offset Solutions scheme needs to:

3.6.3



Secure a quantity of carbon savings (and other benefits) that satisfies the expectations of
stakeholders;



Establish a credible and transparent methodology to calculate and account for carbon savings; and



Recruit projects and ensure all collected funds are disbursed.

The biggest single issue is whether to require the Offset Solutions scheme as a whole to deliver savings
equal to the residual emissions from new development (an offset ratio of 1). As the carbon price is fixed,
requiring an offset ratio of 1 could seriously restrict the types of projects that could be supported through
Offset Solutions. While the concept of offsetting implies an offset ratio of 1, there may be instances where
achieving an offset ratio of less than 1 is acceptable – for example in trialling a new technology or in
attempting to encourage behaviour change. It is also worth considering the origins of the fixed carbon price
that has been adopted. The figure is based on the indicative price cap for Allowable Solutions, set at the
projected long run cost of carbon in the EU Emissions Trading Scheme. The implication is that developers
should not pay more to offset carbon than participants in the EU ETS. But there is no reason to expect that
the cost of savings projects deliverable through Offset Solutions should be the same as the cost of carbon
saving activities that generate tradable EU ETS certificates. This argument does not challenge the principle
of a capped carbon price, but it does support a case for not requiring an offset ratio of 1.
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3.6.4

Ultimately the decision on the carbon saving requirements for Offset Solutions rests with the Legacy
Corporation PPDT. The view of stakeholders is summarised in para 3.5.5 and was to favour a more diverse
range of potential project support in preference to maintaining a rigid offset ratio of 1.

3.6.5

The pragmatic approach to carbon savings calculations is to piggy-back on existing methods (Green Deal
and ECO) and credible benchmark sources (CERT ‘scores’, policy impact assessments, research findings),
or failing that to accept credible ad hoc savings calculations from those bidding for funding.

3.6.6

On carbon accounting, three alternative options were identified that deliver differing results depending on
the breakdown of project funding. In theory there are at least three options for attributing the carbon
savings:


Proportionate shares, in proportion to the capital funding provided by each party, including the
beneficiary;



Proportionate shares, in proportion to the capital subsidy provided by each party, i.e. excluding the
beneficiary;



In their entirety to the offset solutions providers on condition of additionality (i.e. on the basis that the
offset payment ‘unlocks’ a project, enabling it to proceed where it would not have proceeded without
the additional subsidy).

3.6.7

The apparent cost per tCO2 to an offset fund is highest for option 1 and lowest for option 3, this is illustrated
by the project examples set out in section 4.6.

3.6.8

Offset Solutions scheme reporting can include the results for all three options, but a good argument can be
12
made to adopt option 2 – proportionate shares by subsidy, i.e. excluding beneficiary co-payments – as the
basis for calculating the headline figures for offset ratio. This option encourages beneficiary co-payments
and enables some leveraging of offset funds, which should in reality increase the carbon savings delivered
by Offset Solutions. As Green Deal finance is effectively a loan that is repaid, it should be counted as a
beneficiary co-payment. This both reduces the risk that Offset Solutions will displace Green Deal finance
and removes the disincentive to combining Offset Solutions with Green Deal to deliver a more extensive
package of carbon saving measures than could be achieved with Green Deal alone. This option does
represent a disincentive to combining Offset Solutions with other up-front subsidies like ECO.

12

In most cases. The exception would be where a beneficiary plans to claim the carbon savings in relation to some other regulatory scheme
based on periodic emissions / savings (not tariffs) – e.g. Carbon Reduction Commitment, EU Emissions Trading Scheme.
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4

Offset Solutions projects

4.1

Introduction

4.1.1

A range of generic types of carbon saving projects was reviewed to get a sense of their:

4.1.2

4.1.3



Relative costs (£/tCO2),



Absolute costs (£),



Scale of carbon savings (tCO2),and hence of the number of projects that would be needed to offset
residual emissions,

The project types considered were primarily drawn from the following sources:


Zero Carbon Hub report



Green Deal / ECO documentation

The review aimed to cover the types of projects most likely to be considered for funding through Offset
Solutions. Most of the project types listed by ZCH and Green Deal / ECO relate to ‘technological’ carbon
saving measures in buildings. However, the ZCH list includes non-building projects, and a number of
stakeholders flagged the potential for more ‘behavioural’ projects. The lists of project types in the review
should be seen as illustrative and other types of projects could also emerge to deliver offsets.
Projects types from Zero Carbon Hub

4.1.4

13

The ZCH report lists illustrative project types under three headings based on the project location relative to
the development site:
‘On-site’ options


Installation of smart appliances



Application of ‘flexible demand’ systems (supporting demand side management)



Use of grid-injected biomethane linked to the site by Green Gas Certificates



Installation of communal heat accumulator (site based heat storage)



Home electric vehicle charging



Electricity storage for the home (to store electricity generated from PV panels)



On-site waste management (Vacuum waste collection systems)



LED street lights for the site

ʻNear-siteʼ options

13



Export of low carbon heat from site based district heating scheme (i.e. support for cost of pipe-work)



Retro-fitting of low/zero carbon technologies to local communal buildings



Investment in creation or expansion of locally planned sustainable energy infrastructure (e.g. district
heating or on-site wind turbines)



Investment in local electric vehicle charging infrastructure

Allowable Solutions for tomorrow’s new homes’, Zero Carbon Hub, July 2011
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Investment in low carbon street lighting for local area



Local micro-hydro schemes



Communal waste management solutions



Local energy storage solutions

ʻOff-siteʼ options


Investment in Energy-from-Waste plants (e.g. Anaerobic Digestion and Pyrolysis/Gasification plants)



Investment in low carbon electricity generation assets up to a maximum determined scale e.g.
excluding large scale off shore generation



Investment in district heating pipe-work to connect new loads to existing schemes or support new
schemes



Investment in retro-fitting of low carbon technologies to communal buildings



Investment in embodied carbon reduction initiative



Investment in low carbon cooling



Investments in energy storage and demand-side management/flexible demand projects to counter
intermittent renewables

4.1.5

There is no more detailed review of project types in the report. There is a general expectation that certain
types of projects will be ineligible as Allowable Solutions and that eligibility will take account of the complex
interplay between various current and planned policy mechanisms for national carbon abatement, which
include planning-related mechanisms (e.g. local offset schemes, Community Infrastructure Levy), prior
requirements of Building Regulations Part L, Green Deal and ECO, Feed in Tariffs and Renewable Heat
Incentive, the Renewables Obligation, the Green Investment Bank, and the EU Emissions Trading Scheme.

4.2

Project types from Green Deal / ECO
Individual carbon saving measures

4.2.1

The Green Deal and ECO together can potentially cover a long list of measures in homes and non-domestic
buildings:
 Air source heat pumps



Hot water taps (efficient)

 Biomass boilers



External wall insulation systems

 Biomass room heaters



Fan-assisted replacement storage heaters

 Cavity wall insulation



Flue gas heat recovery devices

 Cavity wall insulation (HTT)



Ground source heat pumps

 Cylinder thermostats



Heating controls (for wet central heating system
and warm air system)



Heating ventilation and air-conditioning controls
(including zoning controls)



High performance external doors



Hot water controls (including timers and
temperature control)

 District heating (not GD)
 Draught proofing
 Duct insulation
 Hot water showers (efficient)
 Hot water systems (efficient)
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 Hot water cylinder insulation



Warm-air units

 Internal wall insulation (of external
walls) systems



Radiant heating



Roof insulation

 Lighting systems, fittings & controls
(including rooflights, lamps,
luminaires)



Room in roof insulation



Sealing improvements



Secondary glazing



Solar water heating



Solar blinds, shutters and shading devices

 Micro combined heat and power



Transpired solar collectors

 Micro wind generation



Under-floor heating

 Pipe-work insulation



Under-floor insulation

 Photovoltaics



Variable speed drives for fans and pumps

 Chillers



Waste water heat recovery devices attached to
showers



Water source heat pumps

 Loft or rafter insulation
 Mechanical ventilation with heat
recovery

 Gas-fired condensing boilers
 Replacement glazing
 Oil-fired condensing boilers
Typical project ‘packages’
4.2.2

In most cases, a Green Deal or ECO project in a building will deliver a package consisting of a number of
individual measures. It is too early to tell which packages of measures will emerge as popular projects for
households and businesses that meet the Golden Rule (for Green Deal) or represent cost-effective savings
under ECO.

4.2.3

Previous research and ad hoc projects give some insight into the costs and savings of potential packages
that can be characterised as ‘cost-effective retrofits’ and ‘whole-house refurbishments’. These two project
types are included in the quantitative review below, but are somewhat arbitrary, illustrative examples of the
huge range of combinations of measures and building type that could arise under Green Deal / ECO.

4.3

Quantitative review of selected project types

4.3.1

The ZCH report and Green Deal / ECO lists of measures by themselves represent a large number of
potential carbon saving projects that could be supported through Offset Solutions. For as many as possible
of the project types listed, published research, case studies, or (in a small number of cases) supplier
information was used to establish an indicative cost, carbon saving, and cost of carbon (£/tCO 2) for a
‘typical’ or representative project.

4.3.2

A summary of this quantitative review is shown in 2, Table 7, Figure3, and Table 8. These results should be
seen as representative samples based on the literature. Real world estimates for similar projects may vary
significantly depending on the specifics of the context and technical proposals.

14

14

including the Green Deal / ECO Impact Assessment
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Figure 2. Cost £/tCO2 for potential offset solutions (projects drawn from ZCH list)
4.3.3

In Table 7 and Table 8, the “Offset solutions funding ≤£46/tCO2” column shows how much funding could be
provided with Offset Solutions within a cap of £46/tonne, i.e. to achieve a project offset ratio of 1. The
“Beneficiary co-payment to hit £46/tCO2” then shows the corresponding contribution that would be required
from the beneficiary to fund the project. The figures in these two columns add up to the “Capital cost
assumed” for the project. Lifetme CO2 savings for projects or measures are the savings that accrue over the
life of the installed measure or project and are derived from the annual carbon saving from the measure
multiplied by its lifetime. Different measures may have different lifetimes for example the assumed lifetime
of a boiler replacement is much lower than the assumed lifetime of cavity wall insulation. By calculating the
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lifetime CO2 savings for projects or measures, it enables comparison of the numbers of each needed to
offset the predicted lifetime residual emissions for the LCS development.
4.3.4

As noted in section 2.7 the Lifetime Residual Emissions are calculated from the annual residual emissions
for the period under consideration multiplied by 30, with 30 being the number of years that the planning
obligations require the annual emissions to be offset for.

Table 7 Quantitative review of potential offset solutions (projects drawn from ZCH list)
4.3.5

The potential Offset Solutions projects in 2 and Table 7 include both projects that involve the
implementation of a single technology, e.g. a single wind turbine, and projects that involve a package of
measures, e.g. school and home refurbishments. The green deal measures in Figure33 and Table 8 are all
individual measures fitted in a single home.

4.3.6

Potential Offset Solution 7, “Energy efficient refurbishment of homes”, is based on a package of the
measures, and corresponding costs and carbon savings, listed in the Green Deal Impact Assessment, plus
the average package of “easy measures” fitted in the demonstration phase of the GLA’s RE:NEW
programme. This solution is the same set of measures used as the basis for the project illustration in section
4.7. The individual green deal measures are CWI (hard to treat), Double glazing (single to A Rated), Floor
insulation and Loft insulation (top up), whose individual results are shown in Figure33 and Table 8.
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Figure3 Cost £/tCO2 for potential offset solutions (projects drawn from ZCH list)
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Table 8 Quantitative review of measures in homes (based on Green Deal impact assessment)
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4.3.7

As discussed in section 3.6, the apparent cost of carbon to the Offset Solutions scheme depends on the
approach to carbon accounting. It is clear from Table 7 that if projects are to be fully funded through Offset
Solutions, or carbon is accounted on a proportionate shares basis, there are very few project types available
at £46/tCO2 or less. Having said that, previous ‘cost-effective retrofit’ projects in both homes and nondomestic public buildings have been delivered within that cost, according to the reports reviewed during this
study.

4.4

Discussion of generic project types: technology- / measures-based
Low-cost, short payback measures in homes and small non-domestic buildings

4.4.1

This includes projects like retrofitting of energy efficient lighting, improved heating and lighting controls,
draught-proofing, loft insulation, or a package of such measures. Benefits of targeting Offset funding on
such projects would be that they can be low cost with low cost of carbons savings (~£40/tCO2 for RE:NEW),
if the recruitment costs can be kept down; they can be implemented quickly and there are lots of homes and
small businesses that could be improved. Drawbacks are that other policy mechanisms – Green Deal,
RE:NEW – are firmly targeted at such projects, which are generally considered to be the ‘low-hanging fruit’
of carbon saving opportunities. Experience suggests that it can be difficult, i.e. expensive, to recruit these
types of projects, so there is the risk that when recruitment costs are included, the overall costs are
significantly higher than would be expected based on the capital costs of measures alone. And as other
funding sources are aimed at delivering these improvements, there could be a question mark over the
additionality of savings being delivered through Offset Solutions.
Higher-cost, longer payback measures in homes and small non-domestic buildings

4.4.2

This covers projects like solid wall insulation and other more extensive or ‘whole–building’ refurbishment
options. Benefits of targeting such projects would be that they represent opportunities for large carbon
savings on a national scale and the historic uptake rates are low. As such, although funding towards such
interventions is available through other policy mechanisms – Green Deal, ECO – any scheme that
accelerates uptake would be widely accepted as additional. Drawbacks are that individual project costs are
high (~£10-20k) and the overall cost of carbon savings is high (~£145/tCO2). Even accepting an Offset Ratio
less than 1, either large beneficiary copayments, or other funding is likely to be required to take such
projects forward, representing a barrier to recruitment and implementation. Providing large subsidies to
private beneficiaries would raise questions of fairness so it would be best to target funding, on fuel poverty
for example, or reserved for projects in social housing or the public sector.
Low and Zero Carbon Technologies

4.4.3

This covers renewables (e.g. PV, solar water heating) and low carbon heating technologies (heat pumps
and building-scale CHP). Benefits of targeting such projects are that there are many market-ready
technologies with established supply chains, some technologies are relatively easy to retrofit in existing
buildings, and there is plenty of scope in terms of suitable buildings. Drawbacks are that other policy
mechanisms – particularly FiTs/RHI – target this area. Given that FiTs/RHI tariffs are pitched to offer
beneficiaries reasonable returns on investment, so it would be best to target additional capital subsidy in
some way so that it is not simply used to boost returns.
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Decentralised energy – specifically heat network extensions, or new networks
4.4.4

Investment is often needed to take forward opportunities that have already been identified through London
Heat mapping studies or, quite specific to Queen Elizabeth Olympic Park, opportunities to extend Cofely’s
Olympic Park heat network to anticipated neighbouring developments. It is hard to generalise about the
benefits and costs of such projects. The greatest carbon savings would come from connecting existing
buildings to heat networks. Such projects would also be the most expensive and disruptive. Connecting new
development could be less expensive, but would also save less carbon, as new schemes already face
stretching targets. There is the additional complication that developments large enough to warrant extending
an existing network might well, without an external connection, opt for on-site CHP to meet their carbon
targets. Either way, for new development it is not clear what should count as additional carbon savings.
Drawbacks are that large investments are required to implement such projects. The Offset Solutions funding
available may not be sufficient to ‘unlock’ any particular project. These projects can be complex with
potentially long lead-in times, which may conflict with the time window for using allocated Offset Solutions
funding. Section 106 monies can generally not be used to fund infrastructure, so the status of potential
projects in this respect would need to be carefully looked at. And where the heat networks in question would
be owned and operated by private companies (as in the case of the network on the Olympic Park), issues
around the provision of public subsidy would need to be addressed.
Other technological projects

4.4.5

Many of the ‘other’ projects considered in the review share the feature that they are not directly related to
building energy efficiency, e.g. electric vehicles & charging infrastructure, low-carbon street lighting, and
waste recycling systems. There are also some building efficiency project types that don’t fit into the other
generic types discussed above, such as ‘smart’ building technologies. These include flexible demand
controls systems, which could theoretically be applied in a wide range of building types, but are currently
closer to market for non-domestic buildings. This really highlights the wide range of carbon saving projects
that could be supported through Offset Solutions. Again, it is hard to generalise about benefits and costs of
a diverse range of projects. They do share the drawbacks that carbon savings may be hard to estimate.

4.5

Discussion of generic project types: behaviour change

4.5.1

Behaviour change covers a potentially wide range of activities that aim to influence the choices people
make related to energy use and carbon emissions rather than just investing in technical solutions. For
example, a behaviour change programme might seek to influence how people choose to travel (rather than
just making vehicles more efficient), or the target temperature people choose for their homes (rather than
just making the building fabric and services more efficient), and so on. The concept recognises that there is
some scope to improve outcomes through behaviour change alone and that the full potential of technical
solutions may rely on changes in behaviour, and vice versa, i.e. behaviour changes may need to be enabled
through technology. The benefits of behaviour change projects from the perspective of Offset Solutions is
that they are potentially very cost effective and non-disruptive if they don’t involve building works and
corresponding capital investment. The drawbacks are that carbon savings may be hard to estimate, highly
contingent on the extent to which behaviours change as a result of the project, and may decay over time
without periodic reinforcement.
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4.6

Discussion of generic project types: building sector-focused

4.6.1

The discussion in the previous sections on technological and behaviour change projects is focused on the
type of intervention. Another way of targeting or prioritising offset projects would be to focus on the type of
beneficiary and to then customise the technical or behavioural measures to the particular project
opportunity.

4.6.2

A common drawback for the majority of projects centred on building energy efficiency improvements will be
that Offset Solutions will commonly overlap with potential alternative or complementary funding from Green
Deal, ECO, and/or FiTs/RHI. Potential target sectors include:
Public sector buildings

4.6.3

This covers council buildings (offices, leisure and community buildings) and schools, for example. Benefits
of targeting projects in such buildings are that stakeholders would be involved from project identification
through implementation and would benefit directly. Additional capital funding could help overcome residual
barriers to potential projects, some of which may already have been identified, e.g. through Carbon
Management studies and energy audits. Potential drawbacks are that the overall scope for savings is
relatively limited as the stock of buildings is a small proportion of the total building stock, although this is
unlikely to be a practical limitation in the short term. For example, seven projects of the type and scale
delivered through RE:FIT for ODA – carbon saving improvements to a mix of primary and secondary
schools at a reported cost of ~£37/tCO2 – would offset the projected residual carbon savings from the LCS
up to 2016. (In the particular case of schools, Offset Solutions funding would need to fit in alongside an
extension to RE:FIT that is also targeting schools projects.)
Social housing

4.6.4

This covers registered providers and could also include privately owned buildings used to deliver social
services, such as care homes. Among the benefits of targeting this sector are that Offset Solutions funding
could be used to enhance the carbon savings delivered through ongoing Decent Homes and other housing
maintenance and improvement programmes.
Private homes

4.6.5

This covers owner occupied homes and private rented accommodation. This sector potentially offers the
greatest scope and some of the projects with the lowest cost per carbon savings. The overlap with Green
Deal offers one clear benefit in that the Green Deal assessment process can be used to quantify savings in
a standardised way. However, as the savings per home are likely to be small for the most cost-effective
projects, there is the potential for overall costs per tonne to rise hugely due to recruitment overheads.
Overall, in practice this is likely to mean that the cost-effective way to recruit households for Offset Solutions
would be on the back of a third party’s existing Green Deal or similar recruitment activities. Targeting private
rented accommodation adds the difficulty that Landlords typically lack the incentive to invest in energy
efficiency improvements that cannot be recouped through rents, which is likely to make recruitment even
harder in this sub-sector.
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Business premises (SMEs, large companies)
4.6.6

Targeting private businesses entails many of the drawbacks of private rented accommodation. There is also
the additional complexity for those recruiting potential projects of identifying key decision-makers and
getting management approvals.

4.7

Illustrative Offset Solutions project scenarios

4.7.1

Three scenarios are set out below illustrating three of the five project types with strong stakeholder support
in terms of:


measures to be implemented;



costs and carbon savings (illustrative as these will vary from project to project);



the offset ratio under each of the potential carbon accounting approaches;



the number of projects needed to offset residual emissions;



the number of projects implementable (at the illustrative cost) with the maximum offset solutions
fund;



an indication of the number of opportunities to undertake each type of project within the 4 Boroughs;
and



likely timescales and notes on deliverability.

4.7.2

The funding breakdown for Energy Efficient Home Refurbishment is based on the figures taken from the
Green Deal Impact Assessment. It remains to be seen whether joint Green Deal and ECO funding becomes
common for more extensive housing refurbishments that are not fully ‘green dealable’. The illustration
assumes such a jointly funded refurbishment and is essentially based on the idea of ‘gap funding’, with
Offset Solutions filling the funding gap after maximum Green Deal and assumed ECO funding, so that there
is no need for any up front beneficiary funding. (Green Deal counts as beneficiary funding, but it is in the
form of loan repayments attached to the property electricity bill.)

4.7.3

The funding breakdowns used in the illustrations are selected in part to show the difference in outcomes
from alternative carbon accounting options listed in paragraph 3.6.6:

4.7.4



Option 1: Proportionate shares (Note: this always gives the same cost of carbon as assuming that
Offset Solutions provides 100% project funding).



Option 2: Proportionate shares by subsidy (i.e. ignoring any beneficiary funding when dividing up
carbon savings.



Option 3: All savings attributed to Offset Solutions (i.e. effectively assuming that Offset Solutions
funding ‘unlocks’ the project, which would otherwise not go ahead).

One of the things that these illustrations clearly demonstrate is that a flexible approach to carbon accounting
will encourage the use of Offset Solutions funding to leverage other funding sources Joint funding potentially
delivers more projects and more overall carbon savings than if projects are 100% funded with Offset
Solutions.
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Table 9 Offset Solutions Project for a Primary School
Project outline
Carbon saving retrofit project in a primary school. The costs and savings are based on the Olympic Delivery Authority
Schools case study under the RE:FIT programme.
Carbon saving measures

Lighting upgrades and controls
Space heating controls
Computer power management
Server room optimisation

Lifetime of measures [years]

15

Annual carbon savings [tCO2/year]

48.4

Lifetime carbon savings for installed measures [tCO2]

727

Project funding
Offset Solutions

£25,000 (66%)

Beneficiary (school)

£8,000 (21%)

Other subsidy: Local business

£5,000 (13%)

Total project implementation cost

£38,000

Carbon accounting

Option 1

Option 2

Option 3

Carbon saving claimed by offset fund [tCO2]

478

605

727

727 x £25k / £38k

727 x £25k / (£25 +
5k)

727

£52.31

£41.29

£34.41

1.11

1.34

Cost per tonne of carbon saved [£/tCO2]
Project offset ratio = £46 / (cost/tCO2)

0.88

Offset ratio if fully funded by offset solutions

£46 / (£38k / 727)

Offset scheme design consideration
Number of projects of this type required*

~19

~15

~13

Number of projects of this type affordable**

~17

No. affordable if fully funded by offset solutions

~11

Available scope for implementation

252 primary schools and nurseries in the 4 Boroughs

Delivery timescale, lead-in to completion

~12 months

Deliverability

Potentially high assuming productive engagement with local
authority and school stakeholders. Shown to be deliverable by
ODA.

* to offset maximum LCS lifetime residual emissions to 2016 of 9,062 tCO2; ** at illustrated Offset Solutions contribution
and within maximum fund of ~£416,844
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Table 10 Offset Solutions Project for Energy Efficient Home Refurbishment

Project outline
Home refurbishment project for a group of 10 homes, e.g. as part of a decent homes work programme.
Costs and savings for easy measures are based on the RE:NEW demonstration project. Costs and
savings for fabric measures are based on the Green Deal and ECO impact assessment.
Carbon saving measures

Easy measures

Fabric measures

Visual display energy
meters
Radiator reflector panels
Hot water cylinder jackets
WC flush saving devices

CWI (hard to treat)
Double glazing (single to
A Rated)
Floor insulation
Loft insulation (top up)

Lifetime of measures [years]

15

33

Annual carbon savings (per home) [tCO2/year]

3 (0.3)

11.8 (1.2)

Lifetime carbon savings for installed measures
(per home) [tCO2]

45.0 (4.5)

392.1 (39.2)

437

Project funding
£2000 (200)

£70,750 (£7,075)

Total project implementation cost

£72,750

Offset Solutions

£14,350 (20%)

Other subsidy: ECO

£31,950 (44%)

Beneficiary (householder via Green Deal, so no
up-front payment)

£26,450 (36%)

Carbon accounting

Option 1

Option 2

Option 3

Carbon saving claimed by offset fund [tCO2]

79

123

437

437 x £14k /
£73k

437 x £14k /
(£14 + 32k)

437

£166.43

£105.92

£32.83

0.43

1.40

Cost per tonne of carbon saved [£/tCO2]
Project offset ratio = £46 / (cost/tCO2)

0.28

Offset ratio if fully funded by offset solutions

£46 / (£72.7k / 437)

Offset scheme design consideration
Number of projects of this type required*

~105 (x10)

~67 (x10)

~21 (x10)

Number of projects of this type affordable**

~29 (x10)

No. affordable if fully funded by offset solutions

~6 (x 10)

Available scope for implementation

~24,000 homes managed by or on behalf of the 4
15
Boroughs and in need of improvement

Delivery timescale, lead-in to completion

~12 months

Deliverability

Would probably need to be integrated into existing LA
plans; initiating a dedicated carbon saving home
improvement programme would be more challenging

* to offset maximum LCS lifetime residual emissions to 2016 of 9,062 tCO2; ** at illustrated Offset
Solutions contribution and within maximum fund of ~£416,844
15

Based on Local Authority reporting generally c.2010,which will not reflect all progress to date on meeting Decent Homes Standards
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Table 11 Offset Solutions Project for a Heat Network Extension

Project outline
Construction of a 300m heat main to connect a neighbouring development site, with an initial phase of 100 new
homes, to the QEOP heat network. Costs and savings based on rules of thumb.
Carbon saving measures

Heat from a gas CHP-fired district heating network
replaces gas-fired combi boilers (assumed baseline)

Lifetime of measures [years]

30

Annual carbon savings [tCO2/year]

100

Lifetime carbon savings [tCO2]

3,000

Project funding
Offset Solutions

£200,000 (44%)

Other subsidy: Developer

£45,000 (10%)

Beneficiary (ESCO / DHN operator)

£205,000 (46%)

Total project implementation cost

£450,000

Carbon accounting

Option 1

Option 2

Option 3

Carbon saving claimed by offset fund [tCO2]

3,000 x £200k /
£450k

3,000 x £200k /
(£200 + 45k)

3,000

1,333

2,449

3,000

£150.00

£81.67

£66.67

0.56

0.69

Cost per tonne of carbon [£/tCO2]
Project offset ratio = £46 / (cost/tCO2)

0.31

Offset ratio if fully funded by offset solutions

£46 / (£200k / 3,000)

Offset scheme design consideration
Number of projects of this type required*

~7

~4

~3

Number of projects of this type affordable**

~2

No. affordable if fully funded by offset solutions

~1

Available scope for implementation

4 extensions could be possible for Hackney Wick Hub and
Fish Island, Sugar House Lane / Strand East, Chobham
Farm, and Carpenters Estate

Delivery timescale, lead-in to completion

~2 – 3 years

Deliverability

Challenging as highly dependent on 3rd parties, e.g.
developers outside the Legacy Corporation boundary, the
energy centre concessionaire, etc.

* to offset maximum LCS lifetime residual emissions to 2016 of 9,062 tCO2; ** at illustrated Offset Solutions
contribution and within maximum fund of ~£416,844
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4.8

Conclusions from the project review

4.8.1

In terms of measures, there is potentially a wide variety of both technological and behavioural projects
available that could be both deliverable and cost-effective in £/tCO2, but which could only be evaluated
based on a specific proposal. The review undertaken for this study remains generic. The first steps in
putting together a ‘pipeline’ of specific projects can start now, but support can only be committed (and relied
upon by project sponsors) once there is greater clarity on the amount of offset funds to be raised and the
timing when funds will be available.

4.8.2

Of the generic project types that involve well understood (mostly building energy efficiency) measures, not
many could be fully funded at less than £46/tCO2, and many of those available below that price would be
considered ‘low-hanging fruit’ likely to be addressed by other programmes in the near future. Many of those
projects are also in housing, with potentially high recruitment overheads, unless recruitment is undertaken
through existing mechanisms (e.g. ongoing Green Deal recruitment). It could also be relatively difficult to
recruit businesses and landlords to undertake projects in the commercial non-domestic buildings and private
rented housing sectors.

4.8.3

It would appear to be easier to recruit projects in public buildings, particularly if stakeholders take the lead in
identifying projects. The benefits of Offset Solutions funding will also be more widely shared where it
supports improvements to public buildings and social housing and the overlaps with other funding sources
raise fewer concerns that subsidy will simply boost the returns to private beneficiaries. This potentially
opens the way to funding more extensive packages of measures in public buildings and social housing,
where an outturn above £46/tCO2 would be easier to justify. However, the overall scope for savings in public
buildings and social housing is smaller than the scope in the private stock. If an Offset Solutions scheme
runs for longer than expected (beyond 2016) or raises more than expected, the rate at which funds become
available might outstrip the rate at which projects can be identified, agreed and delivered. This is unlikely to
be a problem in the short term given the relatively small scale of the fund and in the longer term could be
addressed by re-focusing the fund if public sector opportunities are exhausted.
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5

Summary of proposals and next steps

5.1

Overall approach

5.1.1

The Legacy Corporation would like its approach to Offset Solutions to be simple and reflective of its shared
priorities with stakeholders. The outline proposals are intended to efficiently unlock carbon savings using the
offset funds accrued. The preferred approach is to target support on priority projects that can be identified
and developed with stakeholders, leveraging existing delivery mechanisms where possible, and with a
minimum of predetermined limitations on project eligibility. Periodic review of the Offset Solutions
programme will enable revision based on experience and monitoring, and eventual planning for a transition
to locally adopted or national allowable solutions.

5.2

Project identification, evaluation and administration

5.2.1

With due consideration of the context, information from the fact finding exercise, feedback from the
stakeholder workshop, the review of potential Offset Solutions projects, and discussions with the Legacy
Corporation, the study team has drawn up proposals for: project eligibility criteria, the mechanism by which
projects could be identified and selected for funding, and the approach to calculating and verifying carbon
savings from those projects.
Project eligibility criteria

5.2.2

5.2.3

To be eligible for Offset Solutions funding, projects must:


Be within the area covered by the 4 Host Boroughs – Hackney, Newham, Tower Hamlets and
Waltham Forest.



Comply with all applicable legislation and be legally entitled to receive financial support from the
fund.



Observe applicable limitations that apply to all funds raised through developer S106 payments.



Deliver the first year of carbon savings within 5 years of the funding award.

Near site measures are preferable to measures which are further from the site.
Rationale

5.2.4

The aim is to place as few restrictions as possible on the types of projects that could come forward, hence
there are no exclusions for particular project types. Rather than exclude projects in principle, the scheme
would use the project identification process to pursue Offset Solutions for which stakeholders have
expressed a preference. It is important to retain flexibility in case of difficulties in attracting projects.
Routes for identifying projects

5.2.5

The approach proposed is that the Legacy Corporation would aim to negotiate all funding allocations
through stakeholders. As a fallback, any outstanding funds could be allocated through a competitive
process.
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Negotiated funding allocations
5.2.6

The Legacy Corporation will work with stakeholders to identify and plan how to implement priority carbon
saving projects or project types, each in the most appropriate and effective manner. Priorities may relate to
particular carbon saving solutions or technologies, previously identified projects that could be accelerated
with additional funding, specific locations, property or business sectors, types of tenure, leveraging existing
partnerships, etc.

5.2.7

The process of identifying and agreeing priorities began at the stakeholder workshop in November 2012.
There was general support for a number of project types:

5.2.8



Schools and LA building stock



Homes, targeting affordable warmth, fuel poverty and linking with Decent Homes programmes



Support for decentralised energy



SMEs



Projects beyond building energy efficiency improvements e.g. behaviour, waste and recycling



Projects that combine carbon savings with delivering wider benefits in terms of the jobs, skills and
convergence agendas

Contributions towards Offset Solutions should be established in the Energy Statement accompanying a
Reserved Matters planning application, expected in Summer 2013, and the payment schedule will be
established at this stage. It is suggested that in order to enable projects to progress, payments are
transferred to the Offset Solutions Fund at the commencement of development. The Legacy Corporation will
continue to work bilaterally with members of the stakeholder group through this period to identify projects.
Competitive funding allocations

5.2.9

If at any time the Legacy Corporation judges that it will not be able to allocate all Offset Solutions funds by
working with stakeholders, the balance of funds would be allocated via a competitive process designed to
secure best value offsets. Those seeking support for single large carbon saving projects would bid directly
for funding, while third parties would be invited to ‘aggregate’ saving opportunities and bid to deliver multiple
small projects of a given type (e.g. energy efficiency retrofits) or in a particular sector (e.g. homes or SMEs)
or location. Open competition should ensure that additional savings are achieved at the lowest achievable
cost to the offset fund. A mechanism along the lines of the ECO brokerage model could be explored (in this
case it would be a reverse auction)), subject to bidders meeting the Offset Solutions eligibility criteria.
Rationale

5.2.10 The proposals assume that stakeholders have direct access to or control over potential projects. Working
bilaterally should therefore be the most efficient way to identify projects, potentially avoiding administrative
overheads. There is also the fallback option of offering offset funding to the carbon saving ‘market’, likely to
consist of Green Deal providers and private project sponsors seeking additional funding. In either case,
there could be more projects on offer than there is funding available and hence the need for a framework for
evaluating competing projects.
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Project evaluation
5.2.11 In the case of competition for limited funding, it is proposed that competing projects are evaluated based on
their cost-effectiveness (in terms of the LCS offset fund, and overall), additionality and added value. The
proposed weightings for these different project attributes are set out below.

Project evaluation criteria

Weighting

Offset Solutions scheme project cost-effectiveness

60

Overall whole life project cost-effectiveness

15

Additionality

10

Added value

15
Total project score out of

100

Information to enable project evaluation
5.2.12 It is proposed that bidders for LCS offset funding provide a standard set of information about their projects.
Table 12 provides a summary of the key information that will be required to allow evaluation of projects and
the proposed sub weightings that could be applied in assessing the merits of alternative proposals. Further
details of the information that will be requested and approach to evaluation are set out in the text following
the table:
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Project information required
Offset scheme project cost-effectiveness (£/tCO2) = (A
+ B) / C

Weighting
60

Offset scheme project cost-effectiveness (£/tCO2)
= (A + B) / C

(35)

Administration Costs

(5)

Scale of savings

(20)

Overall whole life project cost effectiveness

15

Overall whole life project cost-effectiveness (£year/tCO2)
=D/E

(5)

Total lifetime carbon savings

(10)

Additionality
Degree to which project increases or brings forward carbon
savings compared to a Business As Usual baseline.
Added value

10
(10)
15

Additional community benefits, e.g. job creation, skills
development

(10)

Good practice & sustainability: describe how the project
meets applicable good practice and sustainability guidelines
and avoids or appropriately manages adverse
environmental impacts.

(5)

Rationale
Cost per tonne of carbon should be the main
factor in any competition for funding. The
separate sub-weights for quantity of carbon
savings and administration costs favour fewer
schemes with higher savings and provide a
small incentive to keep admin costs low.

Favours projects with higher overall carbon
savings and cost-effectiveness, taking account
of bill savings, and other lifetime costs and
income.

Ensures scheme administrators have some
information on which to make judgements
about relative additionality of projects.
Provides scope to give preference to projects
that provide added value.

A. Offset Solutions funding allocation for project technical implementation costs (£)
B. Offset Solutions funding allocation for project administration overhead (capped at 10%)
C. Proportionate share of lifetime carbon savings (tCO2) accounted to Offset Solutions
D. Discounted net costs (£) including admin (NPV of capital + running costs - savings on energy bills, etc.)
E. Total lifetime carbon savings (tCO2) (savings accounted to Offset Solutions + savings accounted to other funders)

Table 12 Proposed project criteria
Offset Scheme Project Cost Effectiveness
5.2.13 The specification for project information covers the same range of issues that influenced the design of
Offset Solutions. Although the cost of carbon will be a key determining factor for choosing between
competing projects, the Legacy Corporation is also keen to consider a wider range of projects that help
engender behavioural change. The Legacy Corporation would prefer fewer applicants / partners, each
delivering larger savings, e.g. by ‘aggregating’ projects to reduce administrative costs. However, the focus
will be on timely unlocking and delivery of priority projects and on securing a sustainable pipeline of
projects. Neither the funding of individual projects, nor the overall basket of projects, would be conditional
on achieving an aggregate offset cost less than the carbon price.
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Predicting Carbon Savings
5.2.14 Predicted carbon savings for projects will use recognised approaches for estimating carbon savings that are
appropriate to the type of project and measures being considered. These could for example include
applying standard savings for measures based on metrics used in existing incentive programmes such as
the standard savings per measure developed by OFGEM for use in CERT or calculation processes
developed for assessing the carbon savings of retrofit measures for the Green Deal and ECO. It could also
include more detailed modelling using national calculation methods such as SAP or SBEM used in support
of Part L of Building Regulations. Estimating savings based on installed capacities and hours of use would
also be an acceptable approach to predicting savings for retrofit measures where operational hours can be
predicted, for example when replacing one form of street lamp with another. Where projects are targeting
savings from water efficiency, use of recognised tools such as the Code for Sustainable Homes water
calculator would be an acceptable way to predict water savings and this could be combined with water
company data on the embodied carbon of their water supply to assess carbon savings.
5.2.15 It is important that the effort and cost put into predicting savings is proportionate to scale and cost of project
proposed. Part of the project appraisal will be to review whether the approach that has been taken is
sufficiently robust for the specific project being proposed.
5.2.16 When calculating carbon savings applicants will be expected to use nationally recognised figures for
converting from fuel or resource use to carbon emissions, that represent the recognised industry approach
at the time the application is being made. For energy savings in buildings these would for example include
the emission factors published by CLG for use with the current versions of SAP and Building Regulations.
16
For non-building energy uses these will include standard emission factors published by DEFRA for use in
calculating and reporting carbon emissions.
5.2.17 Where there are no standards or widely recognised approaches for predicting carbon savings, for example
in relation to behaviour change programmes, applicants would be expected to set out the basis for any
predicted savings, for example including previous research findings or monitored data for similar schemes.
The strength of evidence provided, and the likelihood of savings being maintained over the longer term,
would be reviewed on a case by case basis. Additionality
5.2.18 The LCS Offset Fund will have a preference for projects that do not use LCS offset funds to pay for
measures that could be funded through existing programmes and will actively seek projects where funding
can complement existing carbon reduction programmes (i.e. where Green Deal has paid for basic measures
the LCS offset fund could be used to pay for additional savings from harder to reach measures). Achieving
true additionality would be very difficult given the availability of Green Deal funding for both the domestic
and non-domestic sectors.
5.2.19 The Legacy Corporation will seek to assess the degree to which funded projects will accelerate or deliver
carbon savings that would not otherwise have occurred. The Legacy Corporation will seek to avoid the
case where the Legacy Corporation offset funds are simply displacing money that could be accessed
through existing funding arrangements and incentives schemes.
5.2.20 When requesting support from the LCS offset fund, applicants will be asked to confirm whether the
measures they are proposing would be eligible for funding through existing funding or incentives
16

http://www.ukconversionfactorscarbonsmart.co.uk/
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programmes including Green Deal, ECO, FITS and RHI and whether funding has been sought and the
value of funding secured from those programmes. Applicants will also be asked to confirm whether the
proposed project could proceed without the Legacy Corporation’s offset fund support.
Verification of project delivery
5.2.21 Verification implies a process to check what is delivered against what was expected. For carbon saving
projects, this could be applied to:


Inputs: the actions or measures that are implemented.



Outputs: the quantity of carbon savings.

5.2.22 The Legacy Corporation proposes to monitor project inputs as part of the verification process. Data on
outcomes would be collected on a voluntary basis. Applicants for offset funds would be asked to set out
their proposals for demonstrating that projects have been implemented according to the expectations on
which the decision to award funding was based.
5.2.23 The Legacy Corporation consider it impractical to insist on output verification of emissions as a condition for
paying over allocated subsidy funds for capital projects. Subsidy is often a necessary incentive for projects
to go ahead. Making subsidy payments conditional on verification of outputs would turn this incentive into an
additional risk, and therefore an additional barrier to investment in carbon savings. It will however be a
condition of funding that the applicants agree to participate in any future monitoring of the outcomes of the
projects by the Legacy Corporation or parties working on the Legacy Corporation’s behalf. This monitoring
may include checking that measures have been installed as intended and where there is significant benefit
in doing so, determining whether measures installed have been effective in delivering the savings predicted.
5.2.24 For many of the project types discussed in section 4 it would be difficult and costly to monitor energy and
carbon savings against a business as usual baseline in a robust, statistically significant and useful way.
This would in many cases rely on historic data being available, which may not be the case, or in some
cases may raise data protection issues. Building residents or occupants are likely to have no obligation to
share the data required to determine performance and so it is likely that any baseline measurement where
this level of data cannot be gathered will rely on a calculated baseline that may not wholly reflect actual
building performance. . In the case of building retrofit in-use performance, there will be many factors that
influence actual energy performance including occupancy patterns, whether systems or controls are
correctly installed and set up etc. These may require a significant programme of monitoring and post
occupancy evaluation to draw statistically relevant or meaningful conclusions from the measured data. This
is why existing incentives programmes do not require monitoring of project outputs, as the costs would
represent a disproportionately high element of the programme costs reducing the impact of the available
funds. Generally the approach is to support measures with widely recognised benefits and from time to
time to commission independent research to establish that those measures remain an effective way of
saving carbon.
5.2.25 The Legacy Corporation wishes to achieve a balance of projects with some employing measures with widely
recognised and measurable benefits and some which may employ new or innovative approaches to carbon
saving. Where the Legacy Corporation choose to support projects with uncertain outcomes or novel
approaches they will be keen to understand whether the projects have been effective in delivering projected
carbon savings or benefits. In these cases the Legacy Corporation will expect the project proposal to
include proposals for monitoring outputs. Where it is deemed practicable, the Legacy Corporation will seek
to identify a suitable party to undertake monitoring of selected projects on its behalf.
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Carbon accounting
5.2.26 It is proposed that where projects are funded using more than one carbon reduction programme the total
carbon saving will be apportioned proportionately against the level of funding contributed by each funding
programme. If additional funding is contributed by the beneficiary (the person or organisation who will
benefit from the efficiency savings) or by another third party that does not have a vested interest in
accounting for the carbon savings achieved, the additional carbon saving this facilitates will be distributed
proportionally between the LCS Offset fund and the other carbon reduction funding programme. We have
described this approach as “proportionate shares by subsidy”.
5.2.27 While this will be the basis of measuring the carbon savings delivered by projects against the offset funds
received and the overall offset ratio for the basket of projects supported, the Legacy Corporation will keep
records of and report all funding sources for the projects it supports, the overall carbon savings predicted for
the projects supported and the proportion of those savings that were attributed to the Legacy Corporation’s
offset solutions fund support.
5.3

Next steps

5.3.1

The process for developing and administering Offset Solutions through to the end of 2016 is set out
alongside the expected development timetable in Table 13.
Date / Period

Development milestones / activities

End July 2013

Offset Solutions milestones / activities
Offset Solutions Study report including:
 Agreed project funding priorities and eligibility criteria
 Agreed strategy for identifying projects for support
 Proposed approach to administration and delivery

February to
summer 2013

Reserved Matters planning application in
preparation

Identify potential projects for support in period 2013 to 2016
Corporate arrangements for fund administration
Consider contractual and procurement arrangements

Summer 2013

Reserved Matters planning applications
submitted including Energy Statement
establishing residual emissions and
development schedule

Forecast total Offset Solutions funding pot and timing of
payments

Summer 2013
to early 2014

Detailed design and enabling works in
progress

Develop delivery arrangements for initial offsetting projects

Early 2014

Construction on first development plots
commences

First payments into Offset Solutions fund
If necessary, organise competitive tender to allocate any
outstanding funds
First projects selected and funds allocated

Table 13: Project Pipeline Development Programme
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Appendix A

Relevant Planning Conditions and Obligations

A.1

Definitions

A.1.1

A number of key terms of relevance to Offset Solutions are defined in the LCS Outline Application Approval
11/90621/OUTODA(Definitions pp 2 – 14) as follows:
“Commencement” means initiation of the Development as defined in Section 56(4) of the [1990 Town and
Country Planning] Act, with the exception of defined Enabling Works and “Commenced” shall be construed
accordingly
“Development” means the development authorised by this permission and set out in Part 1 of this
permission
“Local Planning Authority” means the ODA or any successor body in either case acting as a planning
authority for the area within which the Site is located
“Locally Adopted Offset Solutions” means any offsetting arrangement formally adopted by the Local
Planning Authority under London Plan Policy 5.2 or any replacement London Plan policy
“National Allowable Solutions” means any offsetting arrangement contained in policy that may be brought
forward by the Government on Zero Carbon to enable Zero Carbon objectives to be met
“Offset Solutions” means, prior to Locally Adopted Offset Solutions or National Allowable Solutions being
adopted, a scheme or schemes for carbon reduction prepared in accordance with the Off Site Hierarchy and
agreed with the Local Planning Authority in consultation with the Host Boroughs and having regard to
relevant GLA policy or, if no such policy, having regard to the contents of the Zero Carbon Hub report
entitled “Allowable Solutions for Tomorrow’s New Homes: Towards a Workable Framework Dated July
2011”
“Off Site” means outside of the Site
“Off Site Hierarchy” means a hierarchy where On Plot carbon reduction measures are preferred, followed by
On Site carbon reduction measures (where near On Plot measures are preferable to measures which are
further from the On Plot) and then Off Site carbon reduction measures (where near Site measures are
preferable to measures which are further from the Site
“On Plot” means within the site of the relevant Reserved Matters application
“On Site” means within the Site
“Planning Delivery Zone” or “PDZ” means any one of planning delivery zones 1, 2, 3, 4, 5, 6, 8 and 12
established for the Olympic Consents but for the purposes of this permission refers only to such part of the
Planning Delivery Zone as falls within the Site.
“Regulated Emissions” means CO2 emissions resulting from energy uses regulated by the Building
Regulations 2010 as amended from time to time
“Site” means the whole of the site enclosed within the ‘red line’ on Plan reference LCS-DWG-APP-REDPAR-GLB-001
“Zero Carbon” means zero Regulated Emissions
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A.2

Planning Conditions

A.2.1

The particulars of the LCS planning application include the following planning conditions that are of
particular relevance to the proposed offsetting study:
CO2 emission reductions
LCSO.131.
Each application for the approval of Reserved Matters shall be accompanied by an energy
statement for the approval of the Local Planning Authority and no Development shall be commenced
pursuant to the relevant Reserved Matters approval until the energy statement has also been approved.
Each energy statement shall be substantially in accordance with the planning and wider policy framework in
place at the time of submission and shall to the extent relevant to the subject matter of the Reserved
Matters application contain as a minimum the following information:
the extent to which and how the Development proposed by the Reserved Matters application complies with
London Plan CO2 emission reduction targets current at the date of the application through On Plot carbon
reduction measures (including Solar PVs), together with supporting demand data and calculations and
based on emission factors and calculation methods in place at the time of the application and up to date
information as to carbon content of the heat from the District Heat Network
if the Development does not comply with applicable London Plan CO2 emission reduction target(s) through
On Plot carbon reduction measures:
an explanation of the On Plot carbon reduction measures that have been considered and a detailed
assessment of their technical and commercial feasibility
details of the proposed use of Offset Solutions, Locally Adopted Offset Solutions or National Allowable
Solutions (as may be applicable at the time of the submission) to meet the shortfall between On Plot carbon
compliance measures and the applicable target(s), including the tonnage of residual CO2 emissions to be off
set through the use of Offset Solutions, Locally Adopted Offsite Solutions or National Allowable Solutions
how the application, including any proposed use of Offset Solutions, Locally Adopted Offsite Solutions or
National Allowable Solutions, has taken into account the Off Site Hierarchy

Reason: To optimise the standards of sustainable design and construction in accordance with London Plan
policies 5.1 and 5.2. London Borough of Hackney Core Strategy policy 29; London Borough of Newham
Core Strategy policy SC2 and London Borough of Tower Hamlets Core Strategy policy SO3.
LCS132
targets:

The Development shall achieve as a minimum the following CO2 emission reduction

25% improvement on 2010 Building Regulations in the period to 2013
40% improvement on 2010 Building Regulations from 2013
Zero Carbon for all dwellings from 2016
Zero Carbon for Non-Residential Units from 2019
Reason: To optimise the standards of sustainable design and construction in accordance with London Plan
policies 5.1 and 5.2; London Borough of Hackney Core Strategy policy 29; London Borough of Newham
Core Strategy policy SC2 and London Borough of Tower Hamlets Core Strategy policy SO3.
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LCS133
Prior to the Commencement of Development a study shall be undertaken in consultation
with the GLA, the Host Boroughs and the Zero Carbon Hub to identify potential projects and solutions which
may comprise or be included as Offset Solutions. The Development shall not be commenced until the study
has been submitted to and approved in writing by the Local Planning Authority.
Reason: To optimise the standards of sustainable design and construction in accordance with London Plan
policies 5.1 and 5.2. London Borough of Hackney Core Strategy policy 29; London Borough of Newham
Core Strategy policy SC2 and London Borough of Tower Hamlets Core Strategy policy SO3.

A.3

Section 106 Planning Obligations

A.3.1

Item 2 of Schedule 11 of the Planning Obligations includes the following requirements relating to offsetting
arrangements:
2.0

CO2 EMISSION REDUCTIONS

2.1
The Developer shall use Reasonable Endeavours to achieve as a minimum the following CO 2
emission reduction targets through On Plot measures to reduce Regulated Emissions by exploring a variety
of alternatives to deliver such reductions:
25% improvement on 2010 Building Regulations in the period to 2013
40% improvement on 2010 Building Regulations from 2013
Zero Carbon for all dwellings from 2016
Zero Carbon for non-residential buildings from 2019
2.2
Subject to paragraph 2.6, where an energy statement approved pursuant to Condition LCS0.131
identifies the use of Offset Solutions to meet the applicable Carbon Reduction Targets as at the date of the
relevant Reserved Matters application, no Development shall be Commenced pursuant to the relevant
Reserved Matters approval until the Developer has paid to the LPA a contribution based on the following
calculation:
£A x B x C = £D
Where:
"A" is £46 (forty six pounds) (Indexed)
"B" is the tonnage of Residual CO2 Emissions to be off set by Offset Solutions as identified in the
approved energy statement
"C" is 30 (thirty) (derived from 30 year period set out in Zero Carbon Hub report)
"D" is the contribution payable
and the LPA shall apply any contributions received pursuant to this paragraph to projects and/or solutions
identified in the study carried out by the Developer pursuant to Condition LCS0.133 or such other projects
and/or solutions as may be identified in the approved energy statement.
2.3
Subject to paragraph 2.6, where an energy statement approved pursuant to Condition LCS0.131
identifies the use of Locally Adopted Offset Solutions to meet the relevant Carbon Reduction Targets
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applicable at the date of the relevant Reserved Matters Application, no Development shall be Commenced
pursuant to the relevant Reserved Matters Approval until the Developer has paid to the LPA a contribution
based on the following calculation:
£A x B x C = £D
Where:
"A" is the carbon price per tonne as set by the Locally Adopted Offset Solutions policy
"B" is the tonnage of Residual CO2 Emissions to be off set by Locally Adopted Offset Solutions
as identified in the approved energy statement
"C" is 30 (thirty) (derived from 30 year period set out in Zero Carbon Hub report)
"D" is the contribution payable
and the LPA shall apply any contributions received pursuant to this paragraph to the list of projects and/or
solutions identified in its Locally Adopted Offset Solutions policy or such other projects and/or solutions as
may be identified in the approved energy statement.
2.4
Subject to paragraph 2.6, where an energy statement approved pursuant to Condition LCS0.131
identifies the use of National Allowable Solutions to meet the relevant Carbon Reduction Targets applicable
at the date of the relevant Reserved Matters Application, no Development shall be Commenced pursuant to
the relevant Reserved Matters Approval until the Developer has paid to the LPA a contribution based on the
following calculation:
£A x B x C = £D
Where:
"A" is the carbon price per tonne as set by the National Allowable Solutions policy
"B" is the tonnage of Residual CO2 Emissions to be off set by National Allowable Solutions as
identified in the approved energy statement
"C" is 30 (thirty) (derived from 30 year period set out in Zero Carbon Hub report)
"D" is the contribution payable
and the LPA shall apply any contributions received pursuant to this paragraph to projects and/or solutions
identified in the study carried out by the Developer pursuant to Condition LCS0.133, in any Locally
Adopted Offset Solutions policy and/or such other projects and/or solutions as may be identified in the
approved energy statement.
2.5
Energy statements submitted pursuant to Condition LCS0.131 shall only identify the use of National
Allowable Solutions where the National Allowable Solutions policy is introduced after the Locally Adopted
Offset Solutions policy and then only to the extent it expressly replaces any Locally Adopted Offset
Solutions policy.
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2.6
The Developer’s total liability pursuant to paragraphs 2.2 and 2.4 shall not exceed £6,904,000 (six
million nine hundred and four thousand pounds) Indexed.
2.7
The Developer shall assist the LPA in carrying out any studies to identify potential projects and
solutions which may comprise or be included as Locally Adopted Offset Solutions and the Developer shall
submit representations on any consultation on the identification of potential projects and solutions which
may comprise or be included as Locally Adopted Offset Solutions.
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Appendix B
B.1.1

Record of fact finding exercise

As part of the fact finding exercise meetings were held with the following organisations:



GLA



Institute for Sustainability



Zero Carbon Hub

B.1.2

Discussions were held by phone with organisation who had or were in the process of developing policies or
proposals in relation to offsetting arrangements including:



Cambridgeshire County Council



London Borough of Croydon



London Borough of Islington



London Borough of Lewisham



Milton Keynes Council

B.1.3

Discussions were held by phone with the following London Borough’s to understand any local initiatives the
Borough’s were taking to save carbon or develop offsetting arrangements:



London Borough of Tower Hamlets



London Borough of Islington



London Borough of Walthamstow

B.1.4

All four London Boroughs who’s boundaries are within the Legacy Corporation area were represented at a
the Stakeholder Workshop. See Appendix D.
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Appendix C

Key Offset Solutions design issues

C.1

Additionality

C.1.1

Additionality is concerned with distinguishing additional carbon savings due to policy intervention from
‘deadweight’ savings that would have happened anyway under ‘business as usual’. Ideally, all carbon
saving from Offset Solutions would be additional. Unfortunately it is rarely straightforward to determine
whether a particular project would have happened under business as usual. In practice there will always be
deadweight, unless eligibility is limited to project types with a very low forecast uptake and for which there
are no other incentives available. If forecast uptake of a project type is very low, this is generally because it
is expensive – in total and/or per tonne of carbon savings – or otherwise difficult to implement. The greater
the barriers to delivering a project without Offset Solutions funding, the less chance there is that the
provision of funding alone will enable the project.

C.1.2

Additionality could be addressed through policy design. For Offset Solutions, this might involve making
certain project types ineligible for support if it could be determined in advance that they are likely to happen
anyway. This is increasingly complicated in practice as the incentives for carbon saving projects multiply.
Many project types in buildings can receive support through existing schemes like CERT / ECO and FiTs /
RHI. With the addition of the Green Deal, there will be relatively few situations in which any project to save
carbon emissions from building energy efficiency improvements could not be supported by one scheme or
another.

C.2

Calculating and attributing carbon savings (Carbon Accounting)

C.2.1

Carbon accounting is about how the calculated carbon savings from a given project are attributed to
potential claimants. Carbon accounting, like all forms of accounting, is a matter of perspective and may
involve value judgements that cannot be completely objective. Carbon accounting from the perspective of
an individual organisation or a collection of organisations need not (and is unlikely to) take the same
approach as carbon accounting from a UK-wide perspective.

C.2.2

There are contexts in which carbon accounting needs to be formally coherent and accurate: EU ETS
(specified industry sectors and actors) and Kyoto (UK as a whole, excluding aviation and shipping).
Elsewhere, all sorts of entities are likely to make overlapping claims to having achieved carbon savings:
individuals and households; companies, NGOs and public sector organisations; industry sectors; and
government departments in relation to the effects of various policy instruments. There is no recognised
carbon accounting system to coherently attribute all emissions and resolve the potentially overlapping
carbon savings claims.

C.2.3

Most of the examples found during the fact finding exercise involved a single funder and the beneficiary,
and two distinct approaches to carbon accounting were adopted in different cases:
‘Proportionate shares’

C.2.4

The funder is credited with the same proportion of project carbon savings as it provides towards the total
project costs. E.g. if the funder pays 50% of project costs it receives 50% of carbon savings. Under this
approach the cost of carbon savings to the funder is effectively fixed at the cost of carbon for the project.
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‘Funder takes all’
C.2.5

Financial support from the funder is assumed to ‘unlock’ projects that would otherwise not have delivered
carbon savings. All of the carbon savings are credited to the funder, regardless of the level of support from
beneficiaries (or other funding pots) as a proportion of total project costs. This reduces the cost of carbon
savings from the cost established for a project. The higher the proportion of beneficiary (or other) funding,
the greater ‘leverage’ the funder can achieve and the lower the cost of carbon.

C.2.6

One of the major unresolved issues facing emerging allowable solutions policy is the proportion of project
carbon savings that would be attributed to offset or allowable solutions when there are multiple sources of
project funding and, in particular, subsidy. While Offset Solutions could fully fund projects, the scheme will
achieve greater impact if it catalyses more projects and leverages other funding, particularly from
beneficiary where they can afford to contribute. The working assumption for the study has been that most
projects would be co-financed by beneficiaries.

C.2.7

With Green Deal being new and designed to work alongside FiTs / RHI and an updated supplier obligations
scheme (ECO, which replaces CERT), the design of Offset Solutions also needs to consider the potential
opportunities to fund projects in tandem with these other financial support mechanisms, and the
corresponding accounting implications. In theory there are at least three options for attributing the carbon
savings:

C.2.8



In proportion to the capital funding provided by each party, including the beneficiary;



In proportion to the capital subsidy provided by each party, i.e. excluding the beneficiary;



In their entirety to the offset solutions providers on condition of additionality (i.e. on the basis that the
offset payment ‘unlocks’ a project, enabling it to proceed where it would not have proceeded without
the additional subsidy).

The apparent cost per tCO2 to an offset fund is highest for option 1 and lowest for option 3 (see tables in
section 4.7).
Carbon accounting vs. additionality

C.2.9

The issue of additionality is distinct from that of carbon accounting. In some cases this is clear. For
example, if Offset Solutions fully funds a project, this removes any problems in terms of carbon accounting,
and all the savings are attributable to Offset Solutions. However, if the project would have happened
anyway under ‘business as usual’ (self-funded by beneficiaries without subsidies), then the additional saving
for the project, and hence the saving attributable to Offset Solutions, should be taken as zero. Design of a
national policy might account for the background rates of uptake when projecting or accounting for savings
but, with a wide range of possible project types, it would be hard to do that for Offset Solutions.

C.2.10 In practice when taking funding decisions on a project by project basis, it is hard to determine whether
projects would have gone ahead without any subsidy or – as ‘business as usual’ also includes the effects of
other concurrent policies – with other financial support but without Offset Solutions funding. The
‘proportionate shares’ approach to carbon accounting appears to address additionality by sharing out
savings among funders. But this approach does not deal with the possibility that a project could only go
ahead with the extra Offset Solutions funding.
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C.3

Carbon saving target

C.3.1

The ideal outcome would clearly be that the offset funds raised are sufficient to secure projected carbon
savings that equal or exceed the residual emissions. For that to be the case, the average cost per tonne of
carbon savings for offset projects would need to be less than or equal to the carbon price of £46/tCO 2. As
can be seen from the review in section 4, there are few project types that can be fully funded (or funded on
a proportionate shares basis) at this cost of carbon.
Offset ratio

C.3.2

The term offset ratio is used as shorthand to refer to the projected amount of carbon savings from Offset
Solutions compared to the corresponding amount of residual carbon emissions. If the offset ratio of the
Offset Solutions scheme as a whole is greater than or equal to 1, the carbon savings are greater than the
residual emissions.
Offset ratio and carbon accounting

C.3.3

The carbon savings of projects, and hence the apparent offset ratio for Offset Solutions, depends on the
carbon accounting approach that is adopted.

C.4

Range of projects deliverable

C.4.1

The review in section 4 shows that there is a wide range of carbon saving costs for different project types.
The effect of decisions on the design of Offset Solutions in terms of additionality, carbon accounting, and
target offset ratio, will be to widen or narrow the range of projects that the scheme is likely to be able to
support, as shown in Table 14.
Design options...
Design issue ...That tend to narrow range of projects

...That tend to widen range of projects
deliverable

Additionality

Exclude project types deemed likely to have
high uptake rates regardless of Offset Solution
funding

Allow all project types (if selecting between
alternatives, prefer projects that make best
case for additionality)

Carbon
Accounting

Proportionate shares approach

Funder takes all approach

Target Offset Individual projects to
Ratio
have an offset ratio of
1

Overall scheme to
Lower but fixed target Best achievable
have an offset ratio of for projects and/or the
1, allowing some
overall scheme
projects to exceed this

Table 14: Implications of additionality, carbon accounting and target offset ratio
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C.5

Other scheme design considerations
Conditions on the use of S106 contributions

C.5.1

Monies accrued through S106 must be used within five years and allocation is subject to some restrictions.
The easiest response to the time restriction would be to make the allocation of funds to a project conditional
on the delivery of the first year of corresponding savings within five years.
Administrative overheads

C.5.2

The administrators of Offset Solutions will need to establish applicable legal requirements and constraints,
and prepare guidance on these and technical aspects of the scheme as appropriate. They will then need to
identify projects, selecting between competing alternatives if necessary, and arrange for the transfer of
funding, and verification of proper use. A scheme monitoring report should be prepared annually and the
Offset Solutions scheme strategy updated periodically or prepared for transition to locally adopted offset or
national allowable solutions at the appropriate time. The overall cost of administration should be limited, e.g.
to no more than 10% of the anticipated offset funds.

C.5.3

This limit should include administrative costs covered by allocated funds, in particular any third party costs
for recruiting projects, i.e. marketing and staff costs for soliciting interest from and signing up households
and businesses. This is very likely to have implications for the types of projects funded and the types of third
parties that could credibly bid for funding to ‘aggregate’ and implement multiple projects in homes, SME
premises, etc.
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Appendix D
D.1

LCS Offset Solutions Stakeholder Workshop

Summary of Workshop Findings
Introduction
th

D.1.1

On the 11 December 2012 The London Legacy Development Corporation (“Legacy Corporation” or
“LLDC”) and AECOM held a workshop with key stakeholders to discuss and review potential approaches to
offsetting residual carbon emissions associated with future development on the Olympic Park and to identify
potential carbon savings projects or project types that stakeholders would wish to see supported through an
offset fund. The offsetting fund is to be established as part of meeting the planning conditions and
obligations for the Legacy Communities Scheme which provides a parameters based plan for future
development on the Queen Elizabeth Olympic Park. The workshop was part of an ongoing study to review
the key principals that should apply to the selection of projects and the approach to be taken to identifying a
pipeline of projects that can be supported as funds become available.

D.1.2

A position paper was circulated in advance of the workshop (see Appendix E) to provide some context to
the discussions and to set out the key issues on which participant’s feedback was sought.

D.1.3

This record aims to summarise some of the key views, common themes and areas of agreement that
emerged from the workshop discussions. Notes of the meeting and a record of who attended are provided
in Appendix D.2.
Group sessions on potential offsetting projects

D.1.4

D.1.5

Workshop attendees were split into two groups and asked to consider two questions, focusing in particular
on project types and sectors they would like to see supported in the first phase of the funding scheme up to
2016.


What are your priorities for the carbon saving initiatives that an LCS fund should support?



What initiatives have traction within your authority?



In what ways could the LCS fund support delivery?



How would you deliver these priorities?



What local carbon saving initiatives and existing delivery mechanisms are you aware of that would
complement delivery of the offset fund?



What sources of additional funding could be accessed?

The following themes emerged from the group sessions:
Support for allowing scope to fund a wide range of projects

D.1.6

It was recognised that a capped price of £46/tCO 2 for 30 years, would limit the range of project types that
could be supported if funded carbon savings are required to offset the residual carbon emissions that have
generated the funds one for one. There was support for maintaining flexibility to fund strategic carbon
savings projects – not just low cost carbon saving initiatives such as simple efficiency improvements – even
if this meant carbon savings did not cover residual emissions.
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D.1.7

It was suggested that the fund should not be limited solely to technically-focused carbon saving measures
but should also consider programmes or projects where these are combined with a broader programme of
awareness raising or behaviour change, including in areas not directly related to building energy use such
as waste and water management. Examples were cited, such as a project under way in Tower Hamlets to
install remote ‘smart’ heating controls that will allow residents to compare their heat use with neighbours. It
was noted that forecasting the carbon savings from any behaviour change projects may be difficult, but the
proposed inclusion of awareness raising elements to projects should be one of the factors taken into
account in appraising which projects receive support.
Interest in delivering wider objectives alongside carbon savings

D.1.8

There was support for funding projects that support the convergence agenda and which can offer wider
benefits beyond the measure of carbon savings. Newham noted that carbon saving is not a key political
priority and promotion of carbon savings should be linked to job creation, reduction in fuel poverty. These
factors should again be considered as project selection criteria.

D.1.9

Lack of available housing has led to a greater focus for the Borough’s on the private rented sector and
HMOs. They also have a few years left to run on Decent Homes programmes aimed at raising the quality of
housing and funding could potentially piggy back on decent homes programmes ensuring refits are done to
high standards of energy efficiency. There may be issues of timing given the limited funds in the early years.
Tower Hamlets noted that many easy wins had already been taken and that hard to reach measures such
as solid wall insulation could be a focus but may be prohibitively expensive.

D.1.10 A number of Borough’s mentioned work they were doing with TFL and others to introduce electric and
hybrid vehicle charging infrastructure as part of addressing air quality issues, and this may provide an
opportunity for funding.
Pros and cons to concentrating funding on a large project like decentralised energy
D.1.11 The GLA and Boroughs supported the use of funds for decentralised energy schemes in particular
extension of existing heat networks. The Olympic Park, Barkentine Estate and Royal Docks heat networks
were noted as particular opportunities for support. It was recognised that such projects have relatively high
cost and issues around state subsidy would need to be considered in particular in relation to funding the
extension of privately owned and operated schemes. It was also noted that S106 rules may prohibit the use
of S106 funds for these purposes. It was felt that offset funds should be focused on delivery and not used to
support feasibility studies.
D.1.12 It was noted by the Borough’s that it was easier politically to support many local smaller initiatives spread
across the Boroughs but they could see that there might be benefit in supporting one large strategic project
if a transparent and accountable process was followed to award the funding.
Broad support for projects in public sector buildings
D.1.13 There was strong support from GLA and Borough’s for funding being focused on retrofit of schools and
public sector buildings, for example council offices, libraries and leisure facilities. GLA noted that RE:FIT is
planning a schools targeted programme and it was noted that ODA had successfully targeted schools
through an earlier offsetting arrangement for the Olympic Park, using the RE:FIT contractor framework as a
delivery vehicle. Newham felt schools already had some funding and as many are only occupied
intermittently funds might be better focussed on other public sector buildings in full time use.
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D.1.14 It was noted that existing delivery programmes such as decent homes projects and the RE:NEW and
RE:FIT programmes might help speed up allocation of funds early on.
D.1.15 A number of Borough’s have installed PV in housing and this presents an opportunity in Council Buildings
as well. Tower Hamlets are preparing a 3D map of the Borough showing roofs where PV would be suitable.
Support for projects in private sector buildings as long as additional savings are delivered
D.1.16 IFS were keen that funding be targeted at SME’s as there are many of these in the vicinity of the Queen
Elizabeth Olympic Park and they are a hard to reach group. It was noted that the Green Deal funding would
be available to this audience.
D.1.17 There were some reservations around combining LCS offset funds with Green Deal or ECO and it was felt
this could become administratively quite challenging. It was also noted this would create possible complexity
around who claimed carbon savings for what.
D.1.18 Tower Hamlets felt that Legacy Corporation funding should not be targeted at opportunities where there are
existing funding programmes available and should seek to fund current gaps. Our wider study indicates this
may be difficult to avoid given the availability of Green Deal and ECO funding, but possibly creates an
emphasis on public sector opportunities.
Roundtable discussion on the approach to Offset Solutions
D.1.19 A round table discussion looked at some of the key principals that might need to apply in terms of the offset
ratio for the fund, achieving additionality and accounting carbon. Case studies were presented of how these
issues had been addressed in early offset funds and carbon saving funding programmes. Some of the
issues emerging from this discussion were as follows:
D.1.20 It was felt that national allowable solutions would need to need to maintain an offset ratio of one, ie the
carbon savings delivered through offset projects match the residual emissions that funding for the projects
aimed to address. This is important in terms of the national policy objective of delivering zero carbon homes.
It was noted however that for a Legacy Corporation offset fund this did not necessarily have to be the case
as section 106 payments in other areas do not always deliver a precisely defined benefit and the benefits of
increasing the range of project types that could be supported might exceed the benefits of maintaining a 1 to
1 offset ratio. It was felt the carbon offset ratio should be just one factor considered when appraising a
project’s eligibility and weighed against others.
D.1.21 Overall there was support for maintaining flexibility around the offset ratio. It was noted that ultimately it will
be up to the Legacy Corporation PPDT to decide what is acceptable in terms of any rules regarding offset
ratios.
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D.2

LCS Offset Solutions Stakeholder Workshop Notes
Subject

The Legacy Corporation’s Approach to Carbon Offsetting on the Olympic Park

Date & time

2-5.30pm 11/12/12

Location

AECOM, MidCity Place

Attendees

Abdul Khan , LB of Tower Hamlets
Alistair Walker, AECOM
Celeste Giusti, GLA
Deirdra Armsby, LB of Newham
Jane McEwen, AECOM
Jennifer Daothong , LLDC
John Gardener, LLDC PPDT
Jonathan Taylor, LB of Tower Hamlets
Juliet Nicholas, LB of Waltham Forest
Kathryn Firth, LLDC

Prepared

24/12/12

Prepared by

Mary Livingstone, Zac Grant

Distribution

TBC

Mary Livingstone, AECOM
Michael Henderson, AECOM
Miles Attenborough, AECOM
Niall McNevin, LLDC
Phil Harker , Hyder Consulting
Simon Wyke, GLA
Stefan Webb, Institute for Sustainability
Stephen Ryman, DECC
Tessa Parnell, Zero Carbon Hub
Zac Grant, AECOM

Priority project discussions
D.2.1

AECOM delivered a scene-setting introductory presentation explaining that: the available funds are
estimated to be up to £400k over the period 2015-16, and an average of up to £450k/year over the period
2016-31; the actual funds available could vary significantly below these estimates depending on how much
development comes forward each year and on developers’ decisions on whether to save carbon on site
(beyond the carbon compliance requirements) or pay into Offset Solutions.

D.2.2

The Legacy Corporation and AECOM set out questions and issues for discussion at the workshop. These
included types of measures and types of beneficiaries to target, whether to target fewer more strategic
projects, or more numerous smaller projects, and geographical locations, as well as the issues of target
offset ratio, carbon accounting, additionality and eligibility which were outlined in AECOM’s position paper
and presentation. Workshop attendees were asked to focus their responses on priorities that could be
delivered within an initial period from 2013 to 2016.

D.2.3

The workshop then split into two groups to discuss the following questions:


What are your priorities for the carbon saving initiatives that an LCS fund should support?



What initiatives have traction within your authority?



In what ways could the LCS fund support delivery?



How would you deliver these priorities?



What local carbon saving initiatives and existing delivery mechanisms are you aware of that would
complement delivery of the offset fund?



What sources of additional funding could be accessed?
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Strategic Stakeholders / Policymakers Group
D.2.4

The workshop participants were:
Alistair Walker, AECOM
Celeste Giusti , GLA
Jane McEwen, AECOM
Jonathan Taylor, LB of Tower Hamlets
Miles Attenborough, AECOM
Niall McNevin, LLDC

Phil Harker , Hyder Consulting
Simon Wyke, GLA
Stefan Webb, Institute for Sustainability
Stephen Ryman, DECC
Tessa Parnell , Zero Carbon Hub
Zac Grant, AECOM

D.2.5

Phil Harker – he would want to see Offset Solutions funding strategic projects and not just simple low-cost
measures; although they may have a high out lay they could enable greater long-term carbon savings.
Flexibility should be retained to enable this.

D.2.6

Niall McNevin – there are 3 possible locations for offset projects: on-site, nearby offsite and larger London
scale projects; the boundary within which Offset Solutions will be implemented needs to be determined and
clarified. Need to consider convergence / regeneration agenda with the local communities. This is of more
priority to the Legacy Corporation than technically focused projects; the Legacy Corporation needs to
understand the extent to which it is acceptable to use Offset Solutions to address the wider agendas. There
must be some schools that didn’t achieve funding on the re-fit process, these could be identified within x
miles of the Olympic Park. Fuel poverty is also a big issue in the hinterlands of the Olympic Park, TH must
have this problem.

D.2.7

Celeste Giusti – if it was DE it would have to be London wide and may not be possible to fund through
section 106 payments; if not DE then it would have to be more local.

D.2.8

Simon Wyke – larger schemes would be across the 4 boroughs and maybe not wider, don’t want to spread
the money so thinly that it just isn’t worth it. Consider DE within the Boroughs that could enable regeneration
of the area. Consider the local affordable low carbon heat that DE supports. Could you marry up retro-fit
with community heating? No money should go on feasibility studies which have already been done; should
go fully towards delivery. An ESCO for delivery of DE? Schools would be a good solution for green deal with
additional funding. Re-fit looks at all public sector buildings. New framework for re-fit this week for OJEU
assessed ESCOs to deliver the re-fit. GLA Policy – definitely greater benefits to pooling the money GLA is
planning to target a specific schools programme through the RE:FIT scheme. Re. behaviour change: it
should be brought forward along with a range of physical measures / other activities to be most effective.
Re. DE: firstly look in the vicinity of the park, as the pipe is already there and is easier to connect. The decentralised mapping exercise has mapped heat demand and identified opportunities for connecting into a
district heat network. Cofely could extend the pipe off site and the off-set fund could re-fit an estate and pay
for the pipework into the estate. Re schools: re-fit doesn’t fund, just provides the ESCOs, the schemes
would need to find the funding. Would need to make sure that any off-set money is above and beyond what
the re-fit would normally provide e.g. photovoltaics.

D.2.9

Jonathan Taylor – interested in decentralised energy: extension of the Barkantine Heat network, and of the
Olympic Park heat network to serve Fish Island are opportunities. Also keen on retrofit of council offices and
schools. Schools are particularly poor for carbon emissions but have no funding to support this. Potential
funding schemes from green deal to look at residential side of things. Energy efficiency advice being shared
with members of the community, both public and privately rented. Have been targeting the harder to reach
market visit mosques and Saturday food markets; open to any resident.
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D.2.10 Stephen Ryman – outlined how the Green Deal will be structured and the measures it would support. Green
Deal is a finance mechanism designed to deliver a range of low-carbon measures retro fit and micro
generation on either domestic or non-domestic. Work out what the measures could save in a year, use that
to fund the work and then green deal recovers it through the energy bill. Additional funding could allow the
extra measures identified to be undertaken i.e. those above and beyond the cost saving would allow.
D.2.11 Stefan Webb – opportunity to target the many SME’s with premises surrounding the Olympic Park; however
these are some of the hardest to reach groups. Immediate ring outside the park is majority social housing.
Fabric measures allow the home to be warmer but not the knowledge for households to get out of fuel
poverty. Lots of SMEs and small scale industry that are inefficient but don’t have any source of funding open
to them to improve this. Thinks that it could be administratively quite challenging to collate money with green
deal and other alternative funding. Waste from sites is an issue, TH have improved recycling in the last few
years but it needs a lot more work, this could be tied in with behavioural measures. Schools programme for
education and training; doing refurb along with the school curriculum.
Summary of recurring themes / opportunities


Project types where offset funds could be focused:



DE, first connecting homes close to the park.



Schools (Celeste / Jonathan: don’t have their own source of funding) / other public buildings (Jonathan:
always of interest to the LA).



Improving housing across all tenures with a particular focus on Fuel Poverty, possibly in tandem with
Green Deal and ECO.



SMEs.



Waste / recycling (behaviour change).

Boroughs Group
D.2.12 The workshop participants were:
Adbul Khan, LB of Tower Hamlets
Deirdra Armsby, LB of Newham
Jennifer Daothong, LLDC
John Gardener, LLDC

Juliet Nicholas, LB of Waltham Forest
Mary Livingstone, AECOM
Michael Henderson, AECOM

D.2.13 The Legacy Corporation explained that whilst the Legacy Corporation boundary is notionally around the 4
host boroughs (Hackney, Waltham Forest, Tower Hamlets and Newham), projects do not necessarily have
to fall within these boundaries.
D.2.14 The 3 boroughs represented at the workshop were asked to outline their current carbon reduction initiatives
and their views on priority spending areas within their boroughs for LCS funding:
Deirdra Armsby, Newham
D.2.15 Carbon reduction has not to date been a key political priority for the borough. There is also some scepticism
based on a perception that the rest of London has developed using less stringent carbon reduction targets
(and costs) but that now the poorer areas have to pay more to meet new higher standards. It would need to
be promoted in terms of economic benefits - cost savings, job creation, reduction of fuel poverty and
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Newham’s strategic objective to support projects which help with the convergence agenda. The potential for
job creation from potential projects should be considered.
D.2.16 This would help to get political buy-in, and therefore it was thought that considerations of additional (i.e.
non-carbon related) benefits should be a focus of the prioritization process for LCS projects. It was thought
that the LCS funding could help to catalyse action on carbon reduction in the borough, drawing upon
lessons learnt from other LAs and identification of strategic projects.
D.2.17 The Council does not currently have a developed set of priorities for carbon reduction. There was formerly a
team in the Council working on this agenda but it has gone due to cuts. Council housing retrofit has
previously been a priority. However the focus in the Council has shifted somewhat to raising the quality of
housing in the private rented sector, due to the large number of residents privately renting. This has
involved a focus on HMOs, the development of a private sector landlord licensing scheme by the Council,
and a plan for the Council to become a private sector landlord itself (with sites currently being looked for).
The Council also has around 3 years of a Decent Homes programme remaining.
D.2.18 It was suggested that schools were already well funded which might mean that other building types should
be focused on instead. It was also questioned whether measures would have more impact on buildings
which were occupied all year round and used by the wider community.
D.2.19 The Council has some old leisure centres and libraries which are high energy consumers. They are
rationalizing their community buildings but there will still be significant opportunities for retrofitting public
buildings.
D.2.20 The Council is helping to promote a district heat network scheme in the Docks area and their Cabinet is
deciding this week on granting permitted development rights for a potential route, and has planning
requirements in place requiring developers to implement district heating. It was thought that funding for
district heating could be very useful.
D.2.21 The borough is keen to support electric vehicle charging points and already has some in place.
D.2.22 The Council was not aware of action on carbon reduction in the non-domestic sector but there are existing
groups which could be targeted. A focus on cost savings would be needed.
Abdul Khan, Tower Hamlets
D.2.23 As the £/tCO2 has been set for the LCS offset fund as part of its planning conditions, the scope for securing
additional benefits will be limited if the principle of offsetting one tonne of CO 2 per tonne of residual CO2
from the development is implemented (i.e. securing additional benefits would require greater investment per
tonne of CO2 saved). The officer from Tower Hamlets was involved in setting up the ODA carbon offset fund
and was aware of the issues of balancing different priorities. DECC guidelines on CO 2 accounting were
referred to, and the trade-off between ability to verify carbon savings and the ability to fund less easily
verifiable projects.
D.2.24 Supportive of the ODA carbon offset fund approach; this funded measures in schools (3/borough) where the
savings were seen as ‘guaranteed’ and easily verifiable; and in housing across all tenures. It was thought
that housing should be a strong focus for the LCS, with lots of action still needed in this area and the
benefits for residents through reducing fuel poverty – the biggest priority for Tower Hamlets. However it was
recognized that some of the easier wins had been delivered already, meaning that the opportunities
remaining (e.g. solid wall insulation) were more expensive and could prevent CO 2 reduction targets being
met at the set cost per tonne. If ECO funding was used to help subsidise such measures then there would
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be issues to consider in terms of what proportion of the carbon savings could be claimed by the Legacy
Corporation.
D.2.25 Tower Hamlets is in year 2 (out of 5) of a Decent Homes programme.
D.2.26 They are in the process of creating a 3D map of the borough showing which roofs would be suitable for
solar installations, which would be capital funded. The Legacy Corporation would need to consider who
would benefit from RHI/FITs if renewable projects were funded; could the Legacy Corporation use the
revenue to lower the cost / tonne of CO2 saved by its projects?
D.2.27 Currently developing projects with the Institute for Sustainability and bidding for funding (but this would not
preclude use of LCS offset funds).
D.2.28 Investigating an energy-from-waste plant, but this is not at delivery stage.
D.2.29 Very supportive of district heating, and have identified a potential scheme to extend the Kings Yard heat
network to Tower Hamlets (Fish Island). Cofely who run the scheme have had some talks with the Council
and are keen but there are barriers in terms of distance and crossing over a canal and it will depend on the
business case.
D.2.30 Behaviour change schemes are supported by the borough but it was recognized that for LCS offset funding
the potential might be limited by the set £/tCO2 and by the need to ensure long term savings. The borough is
currently funding remote smart heating controls for homes and has a scheme on one of its estates to allow
residents to compare their energy use with their neighbours. There is also a pilot scheme in Camden which
has early stage reports of low costs per tonne of CO2 saved based on installation of energy meters and
block-based resident competitions on energy use.
D.2.31 The borough has several electric car clubs and requires charging points through Planning. It received
funding for free electric cars and is bidding to extend its charging infrastructure under its Future Cities bid.
D.2.32 The Legacy Corporation should include a requirement for the offset fund that it wouldn’t replace other
funding which could be used for the same measures.
D.2.33 Around 80% of the borough’s emissions are from the non-domestic sector so this could be an important
sector to target.
D.2.34 The Council has some area-based programmes.
Juliet Nicholas, Waltham Forest
D.2.35 Not currently delivering carbon reduction projects in schools but is undertaking energy audits and promoting
SALIX funding. The borough is primarily residential. Council housing is managed by an ALMO, Ascham
Homes, which is very active, so it was suggested that a focus on the private rented sector could be
beneficial (the Leytonstone area was mentioned as a potential target area).
D.2.36 Ascham Homes have installed a lot of PV oon their stock but there is potential for installations on Council
buildings. Council-owned buildings would be a priority for funding.
D.2.37 There are no district heating plans in the south of the borough but they are looking at a network opportunity
in the Lower Lea Valley, centred around Waltham Forest Town Hall area.
D.2.38 The borough has no electric vehicle charging points at present but is working with TfL to install its first 4.
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D.2.39 Other projects such as cycle lanes, funding local cycling businesses and improvements to underpass safety
to promote walking were mentioned although attributing carbon savings to these projects was recognized to
be problematic.
General discussion
D.2.40 In terms of delivery mechanisms, it was thought the Legacy Corporation could potentially link with local
Decent Homes programmes in order to reduce costs and help to deliver measures.
D.2.41 RE:FIT and RE:NEW were used for the ODA’s carbon offset fund and could also be used by the Legacy
Corporation – boroughs were supportive of this approach although there was some mention of problems
with RE:NEW, and it was thought that there might be issues if the LCS offset fund ran for longer than other
schemes. This would imply that the LCS offset fund could join in with other schemes but would need some
internal management by the Legacy Corporation. In the short term, use of existing mechanisms could speed
up the funding and delivery process (RE:NEW and Decent Homes for domestic, RE:FIT for non-domestic).
D.2.42 There was a question on the role the East London Housing Partnership could play (although this extends
beyond the 4 host boroughs) – this was not clear, but ELHP are currently delivering Warm Zone funding but
this ends in March 2013.
Summary of recurring themes / opportunities


The boroughs agreed they would be happy to spend funding in many different areas and that it was up
to the Legacy Corporation to make decisions on accountability, carbon saving ratio etc.



The boroughs felt that it was easier politically to support more local smaller initiatives spread across all
boroughs but could see that there might be benefits in supporting one large strategic project, for
example, if it was good and if an accountable, transparent process was followed to award the funding.
Boroughs would like good news stories for their areas.

Roundtable Discussion
D.2.43 A roundtable discussion was held to discuss some of the issues raised in AECOM’s position paper: is it
critical to have a target offset ratio (1 tonne CO2 saved per residual tonne of carbon from new
development)? Options for addressing of carbon accounting, additionality and project eligibility.
D.2.44 Case studies were presented on previous offset-like schemes in Milton Kenyes, London (ODA) and
Islington. A range of approaches have been taken by different schemes towards how much of the carbon
saving is claimed when only part of the funding is put in by a scheme. In their offset fund, Milton Keynes
claim the whole carbon saving regardless of the proportion funded; CERT and CESP and ECO are similar in
this. At the other end of the spectrum the ODA ensured it funded 100% of the carbon saving measure so it
could claim all the savings.
D.2.45 Phil Harker commented that there was a need to avoid double-counting with government / commercial /
other carbon accounting systems. The fund could be a fallback fund to secure additionality – i.e. to be used
to alter a project from no-go (although partly funded) to go. A requirement for 1 tonne CO 2 saved per 1
tonne of residual CO2 would limit the projects which would qualify and this shouldn’t be done from the start.
Weighting criteria could be used for selecting projects to fund, with the carbon offset ratio as just one of
these criteria.
D.2.46 Jennifer Daothong – it would be up to the planning authority to decide what is acceptable, and that project
stakeholders’ views (e.g. views of other funders) should also be taken into account. The ODA took a
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cautious route. The Legacy Corporation will also need to be accountable although the benefit of the Milton
Keynes approach was clear.
D.2.47 Abdul Khan – approach to offset ration and accounting would vary depending on the project and on different
accounting levels/the purpose of accounting.
D.2.48 Simon Wyke – they did not follow the Milton Keynes approach for RE:NEW – where CERT/CESP funding
was also used this had to be reported – though full details of their approach to carbon accounting were not
confirmed.
D.2.49 Tessa Parnell – government has not yet made any announcement on what approach they would take for
Allowable Solutions on the issue of carbon accounting. However value was seen in the 1:1 approach.
D.2.50 Celeste Giusti – a higher cost per tonne of CO2 would be needed to allow for full offset of all carbon. Happy
to see a flexible approach; compared the issue with other developer contributions where the developer does
not have to fund the full cost of a measure through s.106.
D.2.51 Tower Hamlets mentioned issues in mixed tenure housing where leaseholders who had exercised the right
to buy did not want to put money in for energy efficiency improvements such as solid wall insulation but the
social housing provider wanted to undertake work for the whole block.
General discussion
D.2.52 Building Regulations compliance will be different from planning requirements; so Allowable Solutions may
need to be more strict on these issues than Offset Solutions needs to be.
D.2.53 Question raised on whether it would be fair to subsidise measures for those who were reluctant to put in
their own funding / take out Green Deal funding. It was suggested that there needed to be a balance
between fairness and ensuring uptake of measures. Similar issues could be raised with CERT/CESP
funding.
Summary of roundtable discussion and overall workshop


Participants’ views (particularly on the offset ratio) were not too rigid.



The Legacy Corporation would like more input from the boroughs on potential delivery mechanisms
and projects which they would like to receive funding and could come to talk to internal stakeholders
about opportunities.

D.2.54 The Legacy Corporation thanked attendees and would like to keep in touch. The workshop was closed.
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Appendix E

Position paper

E.1

Position paper in original form

E.1.1

The position paper issued to stakeholders prior to the stakeholder workshop is reproduced on the following
pages in its original form.
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Appendix F

Potential Offset Fund Build Up

Table 15 shows the potential maximum payments to the offset fund on an annual and cumulative basis for the
scheme to full build out.
The residual emissions were determined by calculating the residual regulated emissions that would remain once on
site carbon savings measures had been applied, based on the illustrative development schedule set out in Error!
Reference source not found.. These on site carbon saving measures were based on those set out in the Energy
17
Statement accompanying the LCS Outline Planning Application and in summary include:



Energy efficiency measures meeting the Government’s proposed Fabric Energy Efficiency Standards for
zero carbon policy.
Connecting all homes and non-residential units to the Olympic Park Heat Network which is served by a
combination of gas fired CHP engines and biomass boilers.

On average these measures are anticipated to reduce regulated emissions by 57%.against the 2010 Building
Regulations Baseline across the full build out of homes and non-residential buildings. For homes the average
reduction in regulated emissions is anticipated to be a 67% reduction on the 2010 regulated emissions.
For the period 2015 to 2016 it is expected there will be no planning related payments to the offset fund as the onsite measures are expected to deliver carbon savings in excess of the 40% reduction required by planning condition
LCS132 between 2013 to 2016. Residual emissions for 2015 to 2016 relate to the Legacy Corporation’s corporate
commitment that homes will be zero carbon and are effectively the remaining 33% reduction after on site measures
have been considered.
Residual emissions after 2016 are the difference between the relevant planning targets for residential and nonresidential buildings and the actual calculated emissions with the on-site measures taken into account..
In all cases the figures shown are estimates only and are likely to represent the potential maximum, as developers
can choose to deliver greater savings through on site means for example by installing PV on the roofs of homes or
further increasing insulation standards, which would reduce the residual emissions.
The actual residual emissions on which payments will be based will be determined from calculations set out in the
reserved matters planning applications for each planning delivery zone as they come forward. These may be less
than the figures shown.

17

Legacy Communities Scheme - Regulation 22 and additional information submission- February 2012.(LCS-GLB-ACC-ENST002)
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Table 15 Residual regulated LIFETIME CO₂ emissions after savings from on-site measures
Corresponding offset funds
[1]
[6]
Indicative lifetime residual CO₂ emissions [tCO2]
raised @ £46/tCO2
Residential
NonAnnual
Cumulative
Year
(C3)
domestic
total
total
Annual
Cumulative
4]
2015[
4,369
4,369
4,369
£200,953
£200,953
[4]

4,693

4,693

9,062

£215,890

£416,844

2017

4,748

4,748

13,810

£218,416

£635,259

2018

6,662

6,662

20,472

£306,460

£941,719

2019

8,192

8,641

16,833

37,305

£774,299

£1,716,018

2020

5,003

5,336

10,339

47,644

£475,612

£2,191,630

2021

6,277

3,333

9,610

57,255

£442,080

£2,633,710

2022

4,586

7,344

11,931

69,185

£548,821

£3,182,532

2023

7,011

4,192

11,203

80,388

£515,336

£3,697,868

2024

5,085

19,630

24,716

105,104

£1,136,924

£4,834,792

2025

5,118

6,001

11,119

116,223

£511,481

£5,346,273

2026

6,948

4,560

11,508

127,731

£529,363

£5,875,636

2027

11,581

2,860

14,441

142,172

£664,284

£6,539,920

2028

5,738

3,161

8,899

151,071

£409,347

£6,949,267

2029

5,884

75

5,959

157,030

£274,129

£7,223,397

2030

0

0

0

157,030

£0

£7,223,397

2031

3,457

7,150

10,607

167,637

£487,928

£7,711,324

2016

[5]

2013-2031
95,354
72,284
167,637
167,637
£7,711,324
£7,711,324
Notes
1: Indicative lifetime residual emissions are the annual residual regulated emissions, after savings from on site measures

have been taken into account, multiplied by the 30 year period for which they must be offset
2: Offset funds shaded green up to 2016 would contribute to the offset fund
3: If a national allowable solutions scheme is introduced in 2016 as anticipated offset funds shaded in orange would be
paid into whatever mechanism is established by Government to allocate funding to projects, this funding may not
therefore be available to the Legacy Corporation
4: The offset payments in 2015 and 2016 relate to the Legacy Corporation’s corporate commitment to deliver zero carbon
homes, no payments would be generated through section 106 payments as the on-site measures are anticipated to
meet the London plan CO2 reduction targets.
5: The maximum contribution to the offset fund from section 106 payments is capped at £6,940,000 by item 2.6 of
schedule 11 of the Planning Obligations. Allowing for an additional £400,000 from the Legacy Corporation corporate
commitment to Zero Carbon in the early years the maximum potential fund over the full build out is around £7.3 million.
6: The offset payments represent a potential maximum in practice developers can choose to deliver greater savings on
site in which case residual emissions and payments will reduce. The actual payments will be determined based on the
residual emissions identified in the energy statements for each reserved matters application as it comes forward.
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