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LOW CARBON COMMUNITIES
CHALLENGE:  2010–2012

About the Low Carbon Communities Challenge
1. The Challenge is a two-year programme that will help government, local communities and a range of parties involved in the UK transition to greener, low carbon living understand how best to deliver this transition at community level.

2. We will do this by working with 20 ‘test-bed’ communities already facing change in the area as 
a result of green or low carbon infrastructure or behavioural measures, and with an interest in using this to spur the development of broader plans for cutting carbon emissions in their area. 

3. The Challenge is about involving a broad section of people living and working in communities 
to develop plans for their area that integrate technology or infrastructure – such as wind farms, electric cars or home energy refurbishments – with financial and behavioural measures to create a broader low carbon area or ‘zone’.

4. To aid these discussions, we will provide financial support of up to £500,000 for capital expenditure and introduce them to partners who are offering free training, advice or support, and then evaluate their progress by gathering data and perspectives of what is and what is not successful. Applicants need not choose to apply for £500,000, and may apply for less.

5. Rather than starting from scratch, we want to work with communities that have already started to trial approaches. We will be seeking a broad 40:60 split between ‘first mover’ communities – already recognised as exemplars for their carbon reduction plans – and ‘second movers’, with less experience but clear intentions and emerging plans of action for cutting carbon emissions and increasing sustainability. 

6. Because packages of support will vary across localities, we will be looking to support and share research across a mix of communities with different circumstances – for example, a mix of urban, rural and suburban; or a mix of income groups and inclusive of all parts of the community. 
7. They will also vary in size, with resident populations numbering from 1,000 to 20,000. This is guidance only and we invite applicants to put forward propositions involving larger or smaller numbers of residents if they can demonstrate that the objectives of the Challenge can still 
be met.

8. The following are examples of the kinds of applicants we anticipate:

· A local authority or regional agency applying on behalf of residents/employees in several rural villages where a wind farm has been proposed. The authority can use the Challenge to discuss with villagers the mix of options for cutting carbon emissions and greening the area, and how the wind farm may fit into these options. Through the Challenge they may wish to discuss social enterprise models that enable the villages to benefit from the wind farm. They could use the LCIF funding for heat pumps in the village schools, and work with one of our partners to involve pupils and teachers. 
· A community where the main employer has taken a strong leadership role and made significant carbon reductions in its operations. By participating in the Challenge, the business could extend its leadership role to the wider neighbourhood, for example by offering skills and advice to residents and employees to help them develop broader low carbon plans for the area. Participants may choose to use the LCIF funding to create a network of green ‘open houses’ in the area so that local residents can see energy, waste and water measures in homes that are similar to their own.

· A grassroots community group that has already been working across a number of neighbourhoods to encourage low carbon measures – for example home insulation, food growing, cycling – and wishes to use the Challenge and LCIF funding to consider options for community-scale renewables. The revenue from feed-in tariffs could be used for insulation and water-saving measures in surrounding homes.
These are just some ideas and we welcome a range of proposals.

9. Since this is a research initiative, we will be looking to work with applicants who are willing to share learning and talk openly about their experiences. To ensure that our learning is academically robust and independent, we are developing new alliances with leading UK research institutions.  We will also look for applicants who are willing to play an active role in shaping the Challenge, and are comfortable with the fact that it is ambitious in scale and timing and that all parties are learning through the process. 

10. The funding of up to £500,000 for communities participating in the Challenge has a number of restrictions on the way it is spent:

· Half the funding – £5 million – must be spent within this financial year, and the remaining 
£5 million within the next financial year. This means that contracts for this investment must have been placed and goods delivered (but not necessarily installed) by the end of the relevant financial year.
· The funding must be spent on capital investment (although 10% of this can be used for project managing the purchase and installation of this infrastructure). 

· The item(s) installed must be within the community covered by the Challenge.
· The spending must comply with State aid rules. 

11. The funding restrictions create a number of tensions: the timescales are tight and there is limited revenue for project management, but we also need to allow for community involvement in the Challenge. We have sought to design the initiative to help relieve these tensions: 

· Funding for this financial year will target approximately eight ‘first mover’ exemplars that are in a position to submit funding applications immediately. This group will already have a track record in developing integrated plans. Their knowledge and experiences can be shared to help others. 
· This will give more time for the (approximately 12) ‘second mover’ communities to develop their plans for funding in the next financial year (2010/2011). Since this group is likely to be larger, they are likely to get a slightly smaller share of the overall funding. 
· Neither ‘first movers’ nor ‘second movers’ will be starting from scratch: all are taking action, or facing change, as a result of infrastructure development or behavioural measures to cut carbon emissions. 
· To ensure strong community involvement in the Challenge, all applicants will need to involve grassroots community leaders from the start and in the ongoing governance structures for the Challenge. 
· To support third sector applicants unable to draw resources from elsewhere, we have identified a small amount of revenue funding to help them develop their plans. The funding is for this financial year and will be allocated on a case-by-case basis.
12. In summary, the Challenge is focused at organisations with the resources and skills to support carbon emission reductions at community level, and who are applying on behalf of communities already instigating or facing change and contemplating what a broader plan for the area might look like. Through the Challenge they will receive additional resources to do this and help in measuring their success. 
13. Finally, those communities that are not part of the Challenge are as important as those who are, since they will have a key role in helping to roll out the learning more widely. We will design the Challenge so that experiences and finding are disseminated to the widest possible audience.

How the Challenge came about

The Challenge developed out of a report by Ipsos MORI on recommendations from The Big Energy Shift, a large-scale public dialogue commissioned by the Department of Energy and Climate Change (DECC), the Welsh Assembly Government and the Northern Ireland Executive, and supported by Sciencewise
 (see www.bigenergyshift.org.uk). Parallel dialogues were held with businesses and the public sector. Some 250 people from 9 forums came together to deliberate on the shift to low carbon and renewable energy. Together they highlighted the need for area-based ‘packages’ of support such as smart meters, demonstration homes, financial support, home advice, and leadership in their schools and village halls. This list may not reflect wider views as no one size fits all communities: individual communities may have different wider views for a range of reasons. 
Our objectives

As a result of the Challenge we expect to have:

· A better understanding of the scale of reduction in carbon emissions and energy demand that can be achieved within local communities from the development of integrated community support packages, and the contribution that this can make to delivering carbon budgets of 34% 
(by 2020, relative to 1990 levels) and to the UK’s renewable energy target that 15% of energy comes from renewable resources by 2020.
· A better understanding of the nature of the blueprint or support packages required to achieve these reductions. These will inform UK government policy development and delivery in relation to the carbon budgets and renewable energy delivery at the community scale.
· Some understanding of the broader social and economic impacts of these community support packages – for example through reduced fuel bills or other household savings, effects on inward investment and social enterprise, and improved social cohesion and community leadership.

· Broader sharing of this information to communities and delivery partners with an interest in carbon emission reductions at community level.

The approach
Introductory workshops and baseline evaluations 
At the start of the challenge in early 2010, we will hold one or two workshops in each of the 20 communities, hosted and facilitated jointly by the applicant and ourselves. The workshops will invite people living and working in the area to hear more about the applicant’s initial plans for the area, and to get involved. We will introduce the communities to organizations participating in the new third, public and private sector partner consortium set up to offer services and support. 

Applicants will be encouraged to invite a broad section of the local population to the workshops. 
We will use the workshop to explain to local people the process of shared learning and evaluation, and to gather baseline data from the communities. 

Developing the community-wide plans 

It will be up to the applicants and partners to develop their initial thinking into concrete plans for the area, ensuring close community participation throughout. Communities will be invited to apply for capital infrastructure funding of up to £500,000 (‘first movers’ may apply for more in exceptional cases). This could be used, for example, for a community wind turbine, heat pumps in the village hall or school, electric cars, or a programme of whole-house retrofits. Grant applications must demonstrate significant carbon emission savings, value for money and economic benefit to the community. Bids must also demonstrate how they will use this capital as part of a wider and integrated ‘package’ of support for households, community buildings, schools and/or businesses 
in the area.
Evaluation and learning 

As the communities and partner organisations work together, evaluators will start the process of evaluation and shared learning. This will include running a series of events, where members of 
the community and partners can discuss their experiences, help them make refinements where feasible, and share this learning publicly. UK research institutions are being invited to participate, to ensure robust, independent analysis and encourage new lines of enquiry. The ‘events’ may be physical or online, or via other media forms. 

APPLICATION GUIDANCE

Process for applying

· Applications are open to local authorities/councils, local strategic partnerships or legally constituted third sector organisations in England, Wales and Northern Ireland. Different communities from the same local authority area are allowed to make independent bids.
· The challenge will be run in two phases (see below) with different deadlines. Applicants 
may apply in either one of them. 
· Supplementary documents may be submitted where they are relevant to the application. 
Please list clearly on your application form any documentation you are submitting with 
this application.

· Applicants will be short-listed by a UK Working Group which includes government officials and external representatives. Final decisions will be made by Ministers (Department of Energy and Climate Change). 
· We may invite short-listed applicants to make a presentation on their application and request that applicants put the relevant dates in their diary in case we do so. A reserve list will be held in case any applicants later withdraw or are unable to deliver against LCIF funding criteria. 
· For Phase 1: applicants have two months to prepare their applications to participate in the Challenge and receive LCIF funding. Their final applications must be received by 12 noon on Friday 27 November 2009. They will be notified of their success by 21 December 2009. 
· Phase 2: applicants have three months to apply to participate in the Challenge. Applications must be submitted by 12 noon on Wednesday 30 December 2009 and they will be notified by 
25 January 2010 if they are successful. They have up to a year to submit their application for LCIF funding.

· Applicants that are unsuccessful in Phase 1 may be considered for Phase 2 if the UK Working Group feels that they meet the eligibility criteria.

· So that we know how many applicants are likely to apply, all applicants are requested register interest by 12 noon on Wednesday 28 October 2009 and let us know whether they intend to apply for capital funding within this financial year or the next. Please email indications of 
the intention to apply to: challenge@decc.gsi.gov.uk 

· The Challenge is scheduled to start in February 2010 with a series of workshops.
· Please send applications to: Harriet Festing, Department of Energy and Climate Change, 
3 Whitehall Place, London SW1A 2AW, or email to: challenge@decc.gsi.gov.uk
Who do I speak to for enquiries?

If you have further queries about the Challenge, please contact:

England: Harriet Festing: challenge@decc.gsi.gov.uk
Wales: Jennifer Pride: climate-change@wales.gsi.gov.uk
Northern Ireland: Alison Clydesdale: energy@detini.gov.uk
Timetable

	Date
	Activity

	28 September 2009
	Letters are sent to local authorities, and via community and stakeholder networks, inviting their application.

	28 October 2009
	Deadline for all applicants to let us know of their intention to apply.

	27 November 2009
	Phase 1 applicants: deadline for full applications. 

	14 December 2009
	Provisional: short-listed Phase 1 applicants present to the UK Working Group.

	21 December 2009 
	Successful Phase 1 applicants are notified.

	30 December 2009
	Phase 2 applicants: deadline for applications. 

	18 January 2010
	Provisional: short-listed Phase 2 applicants present to the UK Working Group.

	25 January 2010
	Successful Phase 2 applicants are notified.

	February 2010
	First series of events to introduce participating communities to 
the Challenge.


Application phasing

The Challenge will be run in two phases. Applicants may apply in either one of them. 
Phase 1: ‘First movers’ – harnessing existing community action

‘First mover’ applicants are applying on behalf of green ‘exemplar’ communities that already have integrated community plans to tackle climate change. Through the Challenge, we will seek to build on these and continue to learn from, evaluate and share their experiences. To this end, £5 million 
is available for approximately eight applicants who put forward bids to support capital expenditure for existing projects in this financial year. Most applicants will receive up to £500,000, but in exceptional circumstances applicants may receive more. The experiences of these applicants 
will be used to help the ‘second movers’.

Phase 2: ‘Second movers’ – creating community exemplars

Phase 2 ‘second mover’ applications are for communities already taking some action or facing change in the area, and with an interest in developing integrated plans for cutting carbon emissions. Around 12 communities will be selected to share the funding of £5 million available 
over the financial year 2010/11, with applicants being able to apply for up to £500,000. 

Short-listing applicants

Your application will be scored according to three questions. These are described below:

· Is the applicant eligible to apply for the Challenge?

· How well do they meet the success criteria?

· Do we have the balance right in terms of the mix of applicants/communities?

Is the applicant eligible to apply for the Challenge?

	Applicants are eligible to apply if they:

· are a local authority/council, local strategic partnership or legally constituted third sector organisation; smaller community organisations can partner with an accountable body to bid and deliver on their application;
· are applying on behalf of a community in England, Wales or Northern Ireland that is already taking action, or facing change, as a result of infrastructure development or behavioural measures that could achieve carbon reductions;
· have the skills and resources to build on this action and develop integrated plans for carbon reduction, involving both infrastructure development alongside community and household-level behaviour change initiatives;
· have demonstrable support from grassroots community leaders and local partners in the 
area, and have included them in the governance structure overseeing participation in the Challenge; and 
· are fully committed to evaluation and the role that research and co-inquiry will provide in assessing both the carbon impact of the initiatives and the valuable learning that can be gained and spread to others. Ideally, applicants already have some historical information from the community which will allow the assessment of the current and ‘business as usual’ climate/energy/fuel poverty impacts on the community.


How well do they meet the success criteria?

Your application will be scored against the criteria set out below (these are described in more detail on the application form).
	Criteria
	As demonstrated by the following
	Weighting

	Overall ability to deliver community-wide plans for the area and meet the objectives of the Challenge
	· The applicant has a clear target, and plan of action for achieving an integrated approach to cutting carbon emissions based around the model of an area-based ‘low carbon zone’.
· That this plan has the potential to stimulate widespread public involvement in an equitable way across the whole community.
· The applicant has the skills, resources 
and governance structures to deliver on 
these plans. 
· The applicant can access the specialist skills that may be needed: legal, planning, liabilities. 
	30

	Delivering integrated approaches 
	· The plan of action involves partners or processes that could encourage a mix of interventions – technological, financial, regulatory, behavioural and cultural.

· The plan potentially integrates sectors that often operate separately or in competition – waste, energy, water, transport, regeneration, green and blue spaces. 
· The plan includes a mix of building types and tenures, but also the wider spaces and places in the built environment. 
	10


	Build on and bring together learning, skills and resources
	· The applicant is building on and bringing together other relevant initiatives and partners, e.g. pilots, trials or funding streams have been attracted into the area; or expertise, recognised through awards or Beacon status. 

· The applicant has drawn on evidence from research and best practice to show how it builds on ‘tried and tested’ approaches or takes forward hypotheses (the latter particularly for ‘first mover’ communities).
	10

	Recognise communities 
as places
	· The applicant recognises the value of ‘green’ initiatives as a means of increasing people’s attachment to the place and sense of identity and belonging.
· The applicant includes relevant partner organisations, e.g. business improvement district, parks division of the local authority, community halls.
	10

	Foster community leadership, involvement and partnerships 
	· The applicant has a track record in community involvement and leadership, e.g. as a Beacon Council, or through relevant local authority frameworks or awards. 
· Leaders from the community support, 
and are involved in, this application. Ideally these leaders/partners are from local businesses and the public sector, as well 
as residents.

· Better, they are exploring new delivery models with local authorities, community groups and the private and third sectors that increase community resilience.
	10

	Willingness to learn and capacity to quantify impacts


	· The applicant has the resources to engage with researchers to support an independent evaluation of the programme (e.g. to attend meetings, be interviewed, respond to questionnaires or break down data in different ways); and is willing to proactively engage with the programme of co-inquiry and community-based learning.

· The applicant has the capacity to quantify the impact of the project on carbon reductions, energy use or other sustainability benefits. Ideally, the applicant is either already collecting, or has plans in place to begin collecting, these sources of data. 
	10


	Be replicable 
	· The applicant has a convincing case that the scale of community identified is sufficiently large to test replicable delivery models and governance structures, and create a ‘buzz’ outside the immediate area, while also fostering community leadership.


	10

	Be equitable and sustainable 
	· The applicant understands the social and economic potential of integrated approaches, e.g. as a means of tackling fuel poverty, promoting social enterprise and through the 
co-ordination of multiple funding streams.


	10


Do we have the balance right in terms of the mix of applicants/communities?
	In order to bring together learning from a range of communities with different perspectives and circumstances, we propose to select from a mix of:

· community-scale technologies/infrastructures that are driving change in the community, 
e.g. community-scale home retrofits/pay-as-you-save pilots, eco-towns, water-saving initiatives, electric cars, wind farms, hydro, marine, tidal and district heating;

· drivers/initiators of these infrastructures/technologies: community, developer, local authority, businesses, school or hospital;

· geographic locations across England, Wales and Northern Ireland (we hope to include communities from Scotland in the evaluation and learning process);

· urban, rural and suburban;

· applicants from the third sector, local authority, strategic partnerships;

· sizes of communities, as identified by the applicants; and

· demographics: income, ethnic and age groups. 


SECTION NOTES

This section gives guidance on how to complete relevant sections of the application. If you need further clarification, please contact: challenge@decc.gsi.gov.uk
	Section
	Notes to help you complete the application

	1 
	General information

Project title: This could be the name of the area or another name.
Lead contact: This should be the person nominated to lead on the Challenge. This person will need to be able to respond to clarifications or questions raised 
in the application form and act as the point of contact for DECC.

	2a 
	The community

We will use the information in 2a and 2b to help us ensure that we get a good balance of communities. Any data you provide will also help us quantify the overall impact of the Challenge. Please include information such as: the geographic 
size and location; numbers and types of businesses; resident population; demographics; governance structures; key personalities and community leaders; people's likes/dislikes about the area; and how people use it for shopping, 
leisure and work.

	2b 
	The action or change facing the community 

The Challenge is focusing on communities that are already facing change in the area as a result of new low carbon infrastructure or behavioural measures – for example, they may be a low carbon zone or eco-town, or aware of proposals for 
a wind farm, community-scale retrofitting of homes or public sector buildings, or electric cars. 
Please describe this action/change. What is it? Who is delivering it? How many people will be affected by it? How long was or is the planning process? How many people were/are being consulted? When was it/will it be implemented? Was there a shift in how the proposal was originally viewed by the population and how it is viewed now, and how can this be evidenced? If the project has been launched, when was it launched? What is the take-up? How well has it been received? 
(Note: it is possible that the community does not support this development and alternatives may be proposed. This is not necessarily what you propose to spend the LCIF funding on.) 

	3a
	Overall ability to deliver community-wide plans for the area and meet the objectives of the Challenge
To be eligible, communities must demonstrate that they have clear targets, and the skills and resources to develop integrated plans for carbon reduction, involving both infrastructure alongside community and household-level behaviour change initiatives.  They will need to demonstrate that the plan can stimulate widespread public involvement in an equitable way across the whole community, and generate a legacy of community leadership so that carbon savings and project benefits are sustained.
Please outline your plans, project management, governance structures, and timetable for developing community-wide plans for your neighbourhood. Various specialist skills may be required in developing community-wide plans – for example legal, planning, liabilities. Please explain how you propose to access these skills.  Please outline the financial, staffing or volunteer resources that you or the community propose to commit to the project.


	3b 
	Deliver integrated approaches 

Radical reductions in carbon emissions will require simultaneous use of a mix 
of interventions – including technological, financial, regulatory, behavioural and cultural – and across sectors that often operate separately or in competition – waste, energy, water, transport, regeneration, green and blue spaces, regulatory and governmental authorities. Emissions will need to be cut across a mix 
of building types and tenures, but also the wider spaces and places in the built environment. We are keen to work with and build on such approaches which address recognised environmental and social needs of the communities. 
Please explain how you will do this.

	3c
	Build on and bring together existing learning, skills and resources

There are already pioneering initiatives seeking to achieve radical cuts in carbon emissions through public, private and third sector partnerships. Many are making – or contemplating – significant investment in capital infrastructure (e.g. district heating, community-scale home retrofits, anaerobic digesters, wind farms, marine and tidal, electric cars), or have developed effective community models for environmental change – transition towns, eco-towns, low carbon communities, carbon rationing action groups (CRAGs), community wind farms, Warm Zones or other fuel poverty initiatives, composting groups. In some cases this leadership comes from residents, in other cases from businesses, schools or hospitals. There is also a wider evidence base on how to encourage more sustainable living: what works and what does not and why. We wish to build on and learn from these experiences and knowledge.

	3d
	Recognise communities as places 

Success means viewing communities as places, both virtual and physical, rather than simply as a collection of localities and buildings. It means recognising that people who live or work in the area are likely to identify with it emotionally. This sense of identification influences how they respond to decisions that might impact on the area. It also means recognising that public spaces – parks, high streets, community buildings – play a particularly important role in creating a sense of community and identity. 

	3e
	Foster community leadership, involvement and partnerships

Applicants will need to demonstrate the support of grassroots community leaders in the application and governance plans for the project, as well as the involvement of local partners who can support delivery. Ideally these leaders/partners are from local businesses and the public sector, as well as residents. 
We expect applicants to foster community leadership and partnership as an important legacy from this project through approaches to, for example, capacity building, training, guidance, handholding on setting up social enterprise and community benefit companies, and brokering of partnerships with private sector providers that provide direct community benefits. 

Please list the people/organisations involved, the nature of this involvement, 
and whether they come from the area covered by the challenge or externally. (Note: letters of endorsement are welcomed.)


	3f
	Willingness to learn and capacity to quantify impacts
Success means allowing participants to learn through doing and accepting that there may be honourable failures that will inform successes elsewhere. Ensuring that there is space to reflect on activity provides opportunities for transformation within the project and enhances the chance of successful outcomes. 
Success also means having some sense of what the community would have been like without the interventions resulting from the initiative and, therefore, the extent to which the initiative has delivered benefits. 

Ideally, applicants will already have some baseline and/or historical trend data from the community which will allow the assessment of the current and ‘business as usual’ climate/energy/fuel poverty impacts on the community. Ideally this would include the availability of two of more years of energy consumption information 
(in the form of electricity or fuel bills for houses, mileage on vehicles, low carbon energy production from any previous measures), or studies of prevailing behavioural trends. 
Please outline the kinds of data that you currently hold, as well as your capacity to quantify and monitor impacts as part of the project.



	3g
	Be replicable 
We will use our learning to inform wider roll-out. We expect a balance of scale with purpose, with the number of people living, working and visiting the community to be sufficiently large to test the notion of integrated, multi-partner approaches, while still being able to engender strong community leadership. 
Please explain how your application achieves this.



	3h
	Be equitable and sustainable

In addition to carbon savings, there should also be economic efficiencies from integration of services (e.g. measures in water conservation, waste reduction and climate change) in addition to economies of scale in procurement and delivery for community approaches and accelerated delivery. Integrated approaches should stimulate the co-ordination of existing funding streams and carbon reduction programmes, establishing new revolving funds and promoting beneficial social 
and economic activity within the community.
There should be social advantages, through stronger community leadership on climate change able to reach a broad cross-section of people, strengthened collaborative partnerships with the public and private sectors, the alleviation of fuel poverty, and the chance to share learning and a sense of collective progress with other participating communities.
Please outline your approach to achieving this.




	4
	How does your application contribute to the balance of communities?
In order to bring together learning from a range of communities with different perspectives and circumstances, we propose to select from a mix of applicants  (e.g. geographic, demographic, type of infrastructure, range of drivers/initiators). 
Is there anything unique or particularly interesting about your application that we should be aware of when short-listing?



	5
	Additional information

Please use this section to list any additional details, such as maps, data, letters 
of commitment or expressions of interest that have been attached with the application. 


APPLICATION QUESTIONS

Please try to restrict your application to no more than six sides plus supporting documents. Remember to let us know of your intention to apply by 12 noon on Wednesday 28 October 2009, 
by email to Harriet Festing at challenge@decc.gsi.gov.uk
Section 1: General information

	Project title
	

	Name of proposed community
	


	Name of lead contact
	

	Job title
	

	Address
	

	Email
	

	Telephone number
	

	Are you applying for Phase 1 or Phase 2?
(If Phase 1, please also attach LCIF application form)
	


Section 2a: The community

Please describe the community working with you on this application.
	


Section 2b: Describe the action/change already facing the community

Please describe the action or change that is already taking place in the community as a result of climate change.

	


Section 3: Success criteria.
Using the headings provided, please outline how you meet each of the criteria.
3a: Overall ability to deliver community-wide targets and plans for the area and meet the objectives of the Challenge

	


3b: Deliver integrated approaches 

	


3c: Build on and bring together existing learning, skills and resources

	


3d: Recognise communities as places

	


3e: Foster community leadership, involvement and partnerships 

	


3f: Willingness to learn and capacity to quantify impacts
	


3g: Be replicable 

	


3h: Be equitable and sustainable 

	


Section 4: How does your application contribute to the balance of communities?

	


Section 5: Additional information
	


Please return this application form to: Harriet Festing, Department of Energy and Climate Change, 3 Whitehall Place, London SW1A 2AW, or email to: challenge@decc.gsi.gov.uk
THE LOW CARBON INVESTMENT FUND

Some £10 million is being made available to the 20 communities selected to be part of the Challenge to trigger wider partner and community investment in the area (i.e. up to £500,000 each). The funding is not automatic. First, the communities have to demonstrate that their plans for spending it meet the funding criteria and have their application approved by DECC. The information below outlines the criteria, with a Q&A offering further explanation, and an application form.

‘First mover’ communities will need to complete the application at the point of applying for the Challenge. ‘Second mover’ communities can apply at any point during 2010/11, as long as contracts are placed and goods delivered (although not necessarily installed) by 31 March 2011.

Funding criteria

To receive the LCIF grant applicants will need to demonstrate:

· that the expenditure was approved by DECC as laid out in the application form and confirmed in the Grant Offer Letter;
· that the funding will be spent on capital investment (although 10% of this can be used for project managing the purchase and installation of this infrastructure);
· that contracts for this investment will be placed and goods delivered (but not necessarily installed) by the end of the relevant financial year; in practice, this means 20 March 2010 for ‘first mover’ applicants;
· MCS (or equivalent) standards for products and installer companies are used where available;
· that the spending will be within State aid rules (see below); and
· that the item will be installed within the geographic area covered by the Challenge.
Q&A

What can the money be spent on?

The funding is ring-fenced for capital investment for household or community buildings. It does not cover advisory services such as home energy audits or thermal imaging.  Up to 10% of each grant can be used by the applicant to meet non-capital costs, e.g. employing a project manager. The applicant must be able to demonstrate that these non-capital costs are to facilitate the capital investment and installation of the granted item. If this funding is not sufficient, then the applicant must demonstrate on the application form how further funding for non-capital costs will be provided.

How quickly will we receive a contract and funding?

Once the application has been approved, we will seek to send you a Grant Offer Letter within five days. On receipt of this letter, you can place your order. We expect to agree funding for ‘first mover’ applicants at the same time as we announce their participation in the Challenge (30 November 2009); this will allow them to move swiftly to place their orders.

To receive funding, you will need to provide evidence that the order has been made and the item received. Immediate reimbursement of early costs incurred may be possible where a strong business case is submitted.

Who will do the work?

You will need to receive two written quotations for the work to ensure value for money. There may be compelling reasons for not going to tender or not selecting the lowest bid, in which case you will need to state your reason for this and obtain written permission from us.

What if the infrastructure is not installed within the financial year?
If the applicant has placed a contract and the debt has been recognised for the item within the financial year, the transfer of cash can be accrued in the following year. The applicant will be able to invoice DECC for the full grant inclusive of non-capital costs (of up to 10%) at the point of installation. 
Will the contract from DECC be with the applicant or the community, and what are their respective responsibilities?
As long as the applicant adheres to the criteria laid down in the Grant Offer Letter, it will be for them to decide broader ownership and liability agreements with the community, i.e. who is responsible for owning and maintaining the infrastructure and with whom the risks would lie. 
The applicant will also be expected to install and undertake monitoring and evaluation measures as agreed between DECC and the applicant. These will vary from project to project and will be agreed at the issuance of the Grant Offer Letter.

What are State aid rules? 

Projects that are either fully or partly funded by LCIF funding must comply with State aid rules. Although we will check your applications before sending a Grant Offer Letter, it is important that applicants understand what is and what is not eligible beforehand.

Applicants will be eligible if the funding applied for is: 

· not a State aid; or
· a State aid which can be granted without requiring the EU Commission's approval.
Funding is a State aid if: 
· the person or organisation benefiting from it is an ‘undertaking’, i.e. it is carrying out an economic activity; 

· the funding confers a selective advantage on the recipient; and 
· it is capable of distorting competition and having an effect on trade between EU member states. If the funding is, or might be, a State aid, then applicants must consider whether or not the funding is exempt from requiring EU Commission approval. Any spending requiring EU Commission approval would significantly delay the projects spend and, for this reason, 
will not receive DECC funding.

If funding is found by the Commission to have been granted in contravention of State aid rules, then a likely consequence of the contravention is that the bidder would have to repay the grant.

What this means in practice

The important point is that the recipient of the funding is not an ‘undertaking’, i.e. an organisation that is engaged in any economic activity. ‘Economic activity’ is defined as offering goods or services for sale in a given market. 

If an applicant or ultimate recipient of the item is engaged in economic activity ,that person or organisation may be considered an undertaking (in which case the applicant should consult the websites below). 

Exceptions

Funding which would otherwise constitute a State aid might be covered by the de minimis Regulation, which allows a total of up to €200,000 de minimis aid to be given to any undertaking over a rolling three-year period. Bidders seeking to rely on this will need to ascertain that the persons or organisations that are to receive the funding for capital infrastructure have not received other de minimis aid within the preceding three years which, added to this funding, would exceed that limit. Funding may also be exempted from the need for EU Commission approval by the environmental provisions in the General Block Exemption Regulation (GBER). Applicants may need to seek legal advice on this.

For a summary of GBER, see pages 19–22 of http://ec.europa.eu/competition/state_aid/studies_reports/vademecum_on_rules_09_2008_en.pdf
For information on the de minimis aid rules, see 

www.berr.gov.uk/whatwedo/businesslaw/state-aid/notification-procedures/de-minimis/page25366.html
For more general State aid information, see www.berr.gov.uk/files/file42032.pdf
Can the funding be spent on any technology?

Funding can be used for individual households or community buildings. It is important that Government funding supports properly installed, high quality, safe and reliable installations.  In terms of certification, we are moving to MCS (or equivalent) standards for products and installer companies which meet European/international standards.  In the meantime, some Clear Skies products, which meet less rigorous criteria, are still eligible for funding. 

Products: Below 50Kw, for electricity, and 45Kw for heat (the legal definition of microgeneration), products which appear on the products lists at www.microgenerationcertification.org are eligible, and those certificated to MCS equivalent certification standards accepted by the MCS Panel.  Currently the MCS Panel accepts only "Solar Keymark" (for solar thermal products) as equivalent to MCS.  Clear Skies products which appear on current lists which are later withdrawn due to Clear Skies lists having closed will still be accepted (though MCS products are recommended wherever possible). 

Above 45Kw, products on the Carbon Trust's "Energy Technologies List" are eligible. See http://www.eca.gov.uk/etl/criteria.  For technologies, above 45kW for heat and 50kW for electricity which do not appear on the ETL list, due diligence will be accepted. Due diligence means giving evidence of a technical assessment by an independent body qualified to assess the project. 

Installers: Where possible, MCS installer companies should be employed, even if the company is based outside the region (though indicates that it is willing to operate within the region).   Where MCS installer companies are not available (e.g. where an installation is not an MCS technology or it is large scale), due diligence applies.

(Email alison.bailey@decc.gsi.gov.uk for further enquiries on certification. See also www.lowcarbonbuildings.org.uk).

Is match funding allowed, or indeed essential?

Match funding from the private sector or government for the item granted is acceptable but not essential, as long as the funding in its entirety complies with State aid rules.  Note, however, that some schemes, such as the Low Carbon Building Programme, do not allow match funding from other central government funds.
Will the recipients be eligible for FITs/RHI?

The consultation on Feed-in-Tariffs (FITs) – a financial incentive, which will apply from April 2010 to small-scale low carbon electricity generation - remains open until 15 October 2009.  The Government is currently working to develop the detailed design of the Renewable Heat Incentive (RHI). This will provide financial assistance to generators of renewable heat, and may also support producers of renewable biogas and bio-methane. The RHI should be in place by mid-2011.

The recipients will be eligible to receive FITs or RHI.  However, the recent consultation on FITs proposes that for electricity generation installed 15 July 2009 and the start of the scheme, recipients of central government grants will be required to pay back those grants in order to receive support through FITs. This is not the case for householders or for grants from sources other than other than central government.
State aid rules might apply to a body(s) owning an installation and using it to sell heat or power, thereby becoming an ‘undertaking’. In this case, the recipients will need to demonstrate that the LCIF funding and RHI/FITs when added together will not exceed the €200,000 de minimis aid limit.  .  .
Do we have to have planning permission? 

If planning permission is required for the item for which LCIF grant funding is requested, it is advisable to obtain it. Although prior planning permission is not essential in order to receive grant funding, not having this permission puts the contract ‘at risk’. As a result, DECC will use its own judgement as to whether to accept an application without it. 
What if the contract falls through for some reason, e.g. it isn’t given planning permission?
DECC proposes to have a reserve list of communities should the contract fall through for some reason. Any grants that have been paid will be recovered to the fullest extent possible.

THE LOW CARBON INVESTMENT FUND APPLICATION FORM

Note: only ‘first mover’ applicants should fill in this form when applying to the Challenge. ‘Second mover’ applicants will not be expected to fill in the form until the financial year 2010/11.

	Project title
	Same as your main application

	Applicant 
	Name, address and contact details of the local authority, third sector or other eligible body that is applying, with the name, title, address and contact details of the lead contact who would take overall legal and other responsibility for the project to meet for requirements of LCIF.


	Summary of proposal for LCIF grant spending: 

Note that this is specifically focused on the capital investment item for which the LFIC grant is required. 
Include a short summary (not more than 500 words) of what is proposed, outlining its overall benefits. 
This needs to be short and precise but should also attempt to ‘sell’ the proposal, as this summary will likely be used more widely on documentation and in briefing Ministers and senior officials. Please state clearly whether the application requires ‘first mover’ or ‘second mover’ capital funding, and how it meets the LCIF funding criteria. 


	Expenditure from LCIF
	Financial year 2009/10 
	Financial year 2010/11

	Capital funding required
	
	

	Percentage to be spent on management (not more than 10%)
	
	


	Comments on funding: 

Include any additional comments or supporting information as appropriate on the funding, e.g. how the funding is split across different activities, how accurate are the numbers given, what assumptions are being made, whether delivery is dependent on ‘match funding’ from another budget (indicate amount). State whether the LCIF-funded installation would contribute to any ‘economic activity’ (as outlined in the details on State aids).



	Spending route:

How spend will be delivered, e.g. through a pre-planned or new scheme, through a managed grant fund, 
contractor-managed process or external delivery agent. State how capital ownership and maintenance will be arranged, including how any financial savings or financial incentives which might be generated by 
a low carbon or renewable energy installation would deliver further carbon savings. 




	Plan/timeline: 

Set out a high-level overview of the key stages or milestones for delivery. Aim for perhaps 4–8 stages/milestones. Assume decisions to go ahead will be given in December 2009. As an example:

· October 2009: finalise scheme and application with partners to meet LCIF funding criteria 

· December 2009: liaise with successful key players, partners or community leaders

· January–April 2010: (public) meetings with key players (‘second movers’)

· January–April 2010: community and leaders’ meeting leading to plans for ‘second movers’ 
being agreed

· End March 2010: contracts in place (for ‘first movers’ and payments made over following months)

· October 2010: first staged payment

· December 2010: second staged payment

· End March 2011: all payments made.


	Benefit to community:

Additional key background information relevant to this application, e.g. how the investment will build on existing best practice, foster community leadership etc.


	Economic impact:

Describe and justify the short- and longer-term economic benefits, e.g. short-term and other jobs created (with cost per job),effects on inward investment, support for wider low carbon activity in area, providing ongoing financial savings for fuel poor or other communities and households arising from the programme. Attempt to show that savings or earnings from improved sustainability will be directed towards measures
 to further low carbon activity, rather than being redirected into carbon intensive activity.


	Carbon impact:

Describe and justify the climate change benefits arising from the programme. This information should outline what fuels (e.g. petrol, heating oil, coal and other fossil fuels) would be saved/replaced, with calculations adjusted for the various carbon intensity of fuels, and if possible taking into account distribution losses, e.g. of electricity from fossil fuel power stations. Simple calculations can be included/attached giving source of data for carbon measurements. Where possible state potential savings as a percentage of the current overall carbon footprint of the focus community. (The Energy Saving Trust and the Carbon Trust can provide relevant carbon data.)


	Value for money:

It is important that we demonstrate that we are selecting communities which already have proposals for infrastructure in place in addition to the LCIF funding given. Please justify how your proposal achieves this. This can be expressed in several ways, e.g. annual savings for individual focus households or for focus communities/bodies, overall annual savings for the focus community or, ideally, savings expressed 
in terms of cost per tonne of carbon. 


	Confidence in delivery:

Justify why you are confident that the programme can be delivered by ‘first movers’ by end March 2010 or by ‘second movers’ by end March 2010/11, and within the financial year funding levels described. You can include details about your ability to make up-front capital payments in advance of receipt of LCIF funds, sustainability of key partners, compliance with LCIF and State aid rules, and the availability of match funding for programme management. Clarify how you would provide extra funding if the programme management costs exceed the 10% authorised by LCIF. 


	Risks:

List two or three key programme risks, their likelihood and impact and (briefly) the proposed mitigation action. Consider in particular risks that will impact on the delivery of ‘first mover’ contracts being in place 
by end March 2010, and risks that will impact on achieving the economic benefits and on the proposed carbon savings. State how risks of contracted companies becoming insolvent before (or after) delivery would be addressed or mitigated. 




	Measures taken to ensure quality, safety and reliability:

List measures undertaken on certification to ensure safety, reliability and long-term maintenance issues. This may include full compliance with MCS or a statement where LCIF certification conditions cannot be fully met (give reasons); every effort must have been made to ascertain the quality and reliability of relevant products/installer companies. Evidence might include checks or visits to similar installations, statements from other clients, product test data, installer qualifications etc.













� http://www.sciencewise-erc.org.uk/







