


 
 

 
 
 
●  The financial modelling assumes a project life of 20 years (it should be noted that solar 

panels are generally reckoned to have a useful life of 25-30 years).  Replacement of inverters 

(that convert solar direct current electricity into mains alternating current) is assumed at 10 year 

intervals, and batteries (where relevant) at 20 year intervals.  

●  ‘PV system size’ is the size of the solar array measured in kiloWatts(peak) (kWp).  For 

reference one kWp represents approximately 2.5 panels, or about 5 square metres area. 

  

 

 

 

 

 

●  For installation at Trinity Road, ‘Tariff’ relates to the avoided cost of purchased 

electricity, which is known approximately for the first year of operation (to the end of the 

current electricity supply contract) estimated to be 43p/kWh next year, and thereafter is 

assumed to follow the ‘best guess’ estimate of future electricity prices provided by an external 

professional consultancy firm.  

●  ‘Tenant risk factor’ is applied where some uncertainty exists over the volume of 

electricity a tenant is likely to consume, or where there may be other risks to project revenue, 

such as tenancy voids. 

●  ‘Capital costs’ are the full capital costs of all works at each site, as quoted by the winning 

tenderer.  These capital costs are inclusive of any electricity storage battery, if the site is 

appropriate and if a battery is proposed by the tenderer.   

●  ‘PV specific investment cost’ is the overall project cost for the PV-only element (ie, 

ignoring any battery cost), divided by the size of the solar installation, presented as £ per kWp.  

This is an industry standard way of looking at installation cost, and can vary quite widely between 

sites depending on a number of factors including type of panels and inverter, installation size, the 

complexity of roof layouts, type of mounting system, ease of access and scaffolding, etc.  

●  ‘Return on Investment (RoI)’ is the overall % return on the capital cost over the project 

life.  8.2% target RoI is an indicative minimum level of return that Council finance officers have 

suggested projects should seek to achieve. 

●  ‘Payback’ is the simple payback period - i.e. the length of time in years it will take for the 

projected revenues to equal the original capital cost. 

●  ‘NPV’ is the Net Present Value of all the costs and revenues over the whole project life, 

with the value of future costs and revenues discounted by a factor taken from Treasury Green 

Book guidance.  NPV is a way of presenting the value of a project that recognises that the value 

(or usefulness) of £1 in the hand today is greater than the usefulness of a promise of £1 in the 

future. 



 
 

 
 
 
●  ‘Comparison to Target Revenue’ Return shows whether the project generates more (in 

red text) annual revenue (on average) than the amount needed to meet the Council’s target 

return on investment, or less annual revenue (in black text). 

●  ‘Confidence level on consumption and spill’ is a subjective judgement, based on 

engagement with tenants, and access to and quality / completeness of electricity consumption 

data, which indicates the (current) level of confidence in the assumptions regarding how much 

solar generated electricity will be consumed on site (and therefore generate revenue for the 

Council), and how much may be ‘spilled’ back to the electricity grid (where for the tenanted 

property we have assumed no revenue in order to be conservative in this modelling, and for 

Trinity Road we have assumed 5p/kWh).  ‘High’ confidence would indicate that detailed site 

consumption data (half-hourly data points for at least one year) has been available, and has been 

used by the proposed installer to demonstrate how much electricity will be consumed, per half 

hour, in a typical year.  ‘Low’ confidence would indicate that the site consumption data is limited, 

and may comprise, eg, a single value for annual electricity consumption, meaning the estimate of 

likely on-site consumption will have higher uncertainty.   

 

Use of the Cotswold Climate Investment 

 

The financial model demonstrates the use of part of the £0.5m capital raised from the public to 

fully fund the PV / battery installations, through the Cotswold Climate Investment (CCI).  Using 

this capital for this project is beneficial since the rate of interest paid to investors is relatively 

modest (2.1%) compared to the current rate at which councils may borrow from the Public 

Works Loan Board. 

 

A particular characteristic of this financing should be noted.  The CCI is a 5 year annuity 

investment, meaning that investors are paid back both principal and interest over the 5 years.  

The CCI has a further 4 years to run, and by the end of the four year period, investors will be 

completely repaid.  This means that the repayment of the loan is higher than project income in 

the early years, which is shown in the cash flow graphs below, but from year 5 onwards the 

scheme is strongly cash generative.  Therefore, whilst the overall project has a good return on 

investment, the payback periods are relatively long. 

 

Individual site business case summaries are provided below:



 
 

 
 
 



 
 

 
 




