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Executive Summary 

The aim of the UK Climate Investments (UKCI) Pilot is to trial a new approach to investing 
UK climate finance and to demonstrate that transformation to low carbon development is 
possible, replicable at scale and commercially viable whilst simultaneously contributing to 
economic growth and poverty reduction.  

This report provides a set of interim findings from evaluation activity that took place 
between January and June 2018 in order to inform the future funding of the Pilot and 
whether it should be extended, modified or closed after December 2018. Up to, and 
including, June 2018 one deal (value £5m) had been completed with a second close to 
completion (bringing the total value to £37m once completed in August 2018). The report 
reviews the assumptions required for the Pilot to be successful and the extent to which the 
Pilot is performing against these. 

This latest tranche of evaluation activity (which has involved a mix of secondary evidence 
analysis and stakeholder consultation) finds the UK Climate Investments Pilot to be 
operating in markets considered to have high levels of attractiveness for making 
investments in renewable energy and energy efficiency projects. However, this can equally 
bring high levels of competition from other donor (and private) funds and potentially 
weaken the ability of the Pilot to be transformational and additional. The Pilot will need to 
decide whether the priority is to focus on novel technologies in well-established 
geographies or to focus on new, less attractive geographies but more traditional 
technologies. 

A review of donor funds with similar characteristics highlights some common success 
factors that are not currently part of the design and delivery of UK Climate Investments. On 
the one hand this highlights that the Pilot is trying a different approach to most other funds 
operating in similar markets (for example, through its provision of equity at late stage, 
given most other funds reviewed invest at early-stage and through a mix of financial 
instruments). However, there may be lessons to learn about the way in which these funds 
are being delivered to help accelerate (appropriate) capital deployment and unlock private 
investment, for example considering financial blending.  

Furthermore, within the Pilot’s target geographies, there are clear opportunities for project 
investments which cannot be filled by donor vehicles currently operating. These vary by 
technology and ticket size depending on the market. 

Internal stakeholders are positive about the design and delivery of the Pilot, particularly the 
Limited Liability Partnership (LLP) model which has facilitated BEIS with a direct means of 
deploying capital while drawing on commercial expertise. However, they identify some 
challenges for the new investment manager to deploy capital related to resourcing, 
investment mandate restrictions and environmental requirements. 

In relation to the extension decision for the Pilot, there are three possible options 
identified. One option is to change the model by taking the management in-house or 
consider a more substantial change such as selecting countries in which to run the fund 
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as a “Challenge Fund Structure”. This would be a significant shift away from the model 
currently being tested.  

An alternative option would be to end the pilot and focus resources on new or existing 
projects. However, this risks not giving sufficient or reasonable time to the fund’s new 
manager, Macquarie Infrastructure and Real Assets (Macquarie), to demonstrate their 
capability in delivering and deploying capital.  

The view of the evaluation team is that an extension of the Pilot remains the most 
plausible option, particularly with a more flexible mandate to increase investment 
opportunities. Consequently, the evaluation identifies five key criteria as potential areas 
for amendment to improve the suitability of the fund: 

• expansion of tier 1 target geographies 

• flexibility of the financial instrument 

• involvement at early stage development 

• lifting restrictions on exclusion from other Official Development Assistance (ODA) 
funded projects  

• further flexing the ticket size.  
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1 Introduction and background to the 
Pilot 

1.1 The International Climate Fund 

UK Climate Investments is being delivered as a pilot by the Department for Business, 
Energy and Industrial Strategy (BEIS) under International Climate Finance (ICF) as part of 
the UK government’s commitment to scaling up low-carbon investment to keep the world 
on a 2°C warming pathway1. Significant levels of investment are needed from the private 
sector in order to help demonstrate that low carbon investment is both sustainable and 
profitable. The ICF seeks to scale up private sector investment but acknowledges four 
main barriers to investment: 

- Low carbon energy is capital intensive; 
- It is not perceived as “business as usual” for investors or regulators; 
- There needs to be a supportive regulatory environment; and, 
- Investments are often (perceived to be) high risk. 

 

A total of £3.87 billion was committed to ICF between 2010 and 2015 to help the world’s 
poorest adapt to climate change and promote cleaner economic growth and a further 
£5.8bn has been pledged to 2020. BEIS is responsible for delivering approximately a third 
of the total ICF.  

1.2 The UK Climate Investments Pilot 

BEIS is providing up to £200 million to fund the UK Climate Investments Pilot over a period 
of three years (2015-2018).  This is being delivered through a joint venture between BEIS 
(previously DECC) and Macquarie (previously with the Green Investment Bank).  Minority 
equity investments are being made to help projects proceed that otherwise would not be 
able to by investing in renewable energy and energy efficiency projects in developing 
countries. 

The aim of the UK Climate Investments Pilot is to trial a new approach to investing UK 
climate finance and to demonstrate that transformation to low carbon development is 
possible, replicable at scale and commercially viable whilst simultaneously contributing to 
economic growth and poverty reduction. There are four specific objectives of the pilot: 

1. To identify and deliver projects that scale up private climate finance flows to low 
carbon development and, in particular, to demonstrate that projects can be both 
profitable and transformational; 

 
1 ICF Implementation Plan – Technical Paper  

https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/66149/International_Climate_

Fund__ICF__Implementation_Plan_technical_paper.pdf  

https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/66149/International_Climate_Fund__ICF__Implementation_Plan_technical_paper.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/66149/International_Climate_Fund__ICF__Implementation_Plan_technical_paper.pdf
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2. To demonstrate that the new business model works by enhancing climate and 
development benefits through more effectively and nimbly interacting with the private 
sector and offering value for money to the UK Government;  

3. To increase the reputation of UK climate finance compared to the rest of the ICF 
low carbon development portfolio and improve perceptions of UK climate finance as a 
viable option; and, 

4. To provide an independent evaluation of the Pilot fund. 

The UK Climate Investments Pilot is distinct from other funding arrangements as it 
involves a dedicated climate finance delivery vehicle operated in the UK. Ordinarily, 
funding arrangements would be channelled through multilateral development banks 
(MDBs) such as The World Bank and European Investment Bank. The proposed 
advantage of this delivery mechanism is that it is anticipated to improve the visibility and 
reputation of UK climate finance.  

The UK Climate Investments Pilot focuses specifically on promoting greater involvement of 
the private sector in climate investment in developing countries; where there is considered 
to be a need to scale up private finance flows due to the limited role of the private sector in 
developing countries versus developed countries2.  

The Pilot is expected to finish in December 2018. However, due to the performance of the 
Pilot to date, the delivery team are considering whether to extend the Pilot and make 
potential amendments to the delivery model.  

 

  

 
2 Delivery options for the International Climate Fund (2014) http://www.vivideconomics.com/wp-

content/uploads/2015/03/delivery_options_icf.pdf 

http://www.vivideconomics.com/wp-content/uploads/2015/03/delivery_options_icf.pdf
http://www.vivideconomics.com/wp-content/uploads/2015/03/delivery_options_icf.pdf
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2 Evaluation overview 

2.1 Evaluation scope 

The full evaluation seeks to understand the early impacts of the Pilot in order to explore its 
commercial viability and ability to fund projects which have transformational potential in 
renewable energy and energy efficiency technologies. In addition, the evaluation will also 
capture the effectiveness of the processes involved in managing and delivering the Pilot in 
order to understand how changes to the processes could help to increase the desired 
impact of the Pilot programme or future programmes. 

The invitation to tender (ITT) sets out a range of key evaluation questions broken down 
into four categories – early impact, process and delivery, real-time continuous 
improvement and institutional knowledge. Evidence collection against these questions is 
ongoing, and an assessment of the Pilot’s performance in these key areas will be the 
focus of a final evaluation report. 

The evaluation activity conducted between January and June 2018 (and contained in this 
report) seeks to inform BEIS’s decision as to whether the Pilot should be continued, up-
scaled or wound down and identifies the possible delivery options for the Pilot. 

Ultimately, this report assesses whether with more time, the Pilot will be able to deploy its 
committed capital in appropriate projects and whether it remains the most relevant model 
for meeting its objectives. 

2.2 Theory of change 

Figure 3.1 provides a detailed view of the theory of change for the UK Climate Investments 
Pilot. It illustrates how different elements of the Pilot are intended to interact to achieve its 
envisaged outcomes and impacts.  

At the intermediate level, the main project outcomes include: 

• the implementation of renewable energy and energy efficiency measures; 

• creating jobs;  

• enabling increased access to clean energy; and, 

• commercially demonstrating clean energy investments.  

Longer-term outcomes rely on the demonstration effects of investments and resulting 
effects on the investment environment. 

It has not been possible to fully assess the extent to which the Pilot has achieved these 
outcomes due to the limited deployment of capital at the time of writing this report. 
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Figure 3.1: Theory of Change Detailed Results Chain 

Source: UK Climate Investments Pilot Internal Project Steering Group (May 2016) 
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As it is too early to review performance of the Pilot against the full Theory of Change, the 
evaluation seeks to provide a review of the assumptions to meet the Pilot’s ultimate 
success criteria as displayed above. This provides an assessment of the direction of travel 
of the Pilot and its likely trajectory for the future.  

This report reviews the assumptions required for the Pilot to be successful in achieving its 
intermediate outcomes and the extent to which the Pilot is performing against these. For 
example, it is considered a precondition for achieving the longer-term outcomes and wider 
impact of the Pilot that: the UK Climate Investments fund occupies a different space to 
other funds already operating in the Pilot geographies (that is, it is able to offer something 
additional to the current provision), but at the same time that it offers something that is 
suitable to these markets (that is, it is offering something additional and also needed). In 
addition, the Pilot’s success assumes that there are no significant barriers to capital 
deployment in the wider market and that the delivery model is fit-for-purpose so that the 
Pilot can be implemented as intended. These key assumptions can be grouped into the 
following four key areas of enquiry. The remainder of this report presents evidence against 
each of these areas of enquiry and in doing so seeks to inform decisions over the future of 
the Pilot and whether it should continue in its current form, be amended, accelerated or 
completed: 

 

2.3 Evaluation activity 

This report brings together learning from across the following strands of evidence 
conducted between January and May 2018. Please see the Annex for further detail on the 
methodology employed for each strand of activity. 

▪ Ongoing review of Macquarie documents: the evaluation team has been reviewing 
Board Papers, Investment Committee (IC) Papers and accompanying minutes in 
order to aid understanding of investment processes and investment progress.  
 

▪ Attendance at Board & Investment Committee meetings: the evaluation team has 
also had the opportunity to observe two Board meetings and five Committee meetings 
with Macquarie to aid our understanding of the processes involved in investment 
identification, selection and decision-making responsibilities. 
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▪ Review of similar donor market funds: a review of the donor and financing 
institution landscape as well as a review of other UK and international private 
finance vehicles in order to understand the wider donor and financing landscape the 
Pilot is operating in and to identify initial lessons learned from experiences of other 
vehicles. The review covered a suite of programmes identified in collaboration with 
BEIS, with priority given to instruments that were similar in characteristics to the UK 
Climate Investments Pilot3. Assessments of success were drawn from publicly 
available sources to determine performance of the vehicle including the number of 
investments made, coverage, return on investment and private sector leverage.  

 

▪ Update of market intelligence and benchmarking in target geographies: a 
detailed market review of the target geographies focusing on reviewing current and 
projected market and political conditions in tier 14 geographies as well as 
Bangladesh. An assessment of the investment attractiveness of target geographies 
has been conducted in order to assess whether the Pilot is operating in the 
geographies in which it is possible to make additional investments in projects with 
transformational potential and which can act as demonstrators to the private sector. 
This is based on a set of metrics assessing the energy market and its capabilities 
as well as the financial, political and regulatory context within each geography (see 
Table 2.1). Geographies have also been scored in relation to the investment “need” 
and “opportunity”5. 
 
Table 2.1: Metrics employed to assess investment attractiveness 

Energy 
market: need/ 
opportunity 

• Projects which would benefit from capital injection 

• Shortfall of supply requires new capacity/energy 

• Long term potential for growth, represented by low electrification 

Energy 
market: 
barriers 

• Ease of securing viable connection agreement 

• Supply chain capacity 

• Ability to host the supply chain 

• Competence of host utility 

Financial • Payment risk 

Political • Security risks - safety on streets/ in-country 

• Business ethics/ corruption index 

• Public acceptability of renewables projects 

• Cross-government support for RE programme 

Regulatory • Existence of a credible renewable energy (RE) and energy efficiency 
(EE) support framework 

• Clear, consistent and reasonable application of environmental rules 

• Clearly defined land access rights 

 
3 Shared characteristics sought in comparator programmes included: provision of equity/mezzanine 
instruments/guarantees or similar instruments; focus in similar sectors (RE/EE); being of similar size; 
operating in the same or similar geographies.  
4 This includes India, Kenya, Tanzania, Rwanda, Namibia, South Africa, Ethiopia, Mozambique and Nigeria.  
5 Need is defined as a potential requirement for energy generation capacity, and opportunity is defined as a 
readily available option to supply. For example, Nigeria is considered to have high need as it has a chronic 
electricity shortage but has limited opportunity as it has few options for supply on account of a lack of 
procurement framework. While it is possible for there to be a need without opportunity, opportunity invariably 
depends on need. 



Evaluation overview 

10 

 

▪ Consultations with policy and delivery teams: the evaluation team has 
conducted 15 interviews with representatives from BEIS’s commercial and climate 
finance team and Macquarie’s finance, risk and legal teams. Eight of these 
stakeholders had been interviewed before as part of the previous Green Investment 
Bank (GIB) team or BEIS in September 2016 and again in June 2017 in order to 
track how views may have changed. New Macquarie team members were also 
interviewed in order to assess views of Pilot progress, suitability of processes and 
expected outcomes and to identify changes in the process and views of new 
stakeholders since the sale of GIB. 
 

▪ Considered investment interviews: the evaluation team conducted three 
interviews with investment projects that were previously in discussions with the UK 
Climate Investment deal team, but which have not progressed through the IC 
process6. These interviews have been conducted in order to ascertain perceptions 
of UK Climate Investment and the progress of their projects since reaching the end 
of their discussions with the UK Climate Investment LLP. 
 

▪ Consultations with successful deals (ongoing): as part of the project level 
assessment of the Pilot, the evaluation team has begun a project level case study 
with Project Bolt, a solar photovoltaic (PV) platform in India. To date, this has 
included an internal documentation review and consultation with the project lead. 
During the remainder of this evaluation, the team will conduct interviews with project 
investors and internal and external delivery partners such as local regulators and 
development banks as well as a site visit to the project in India.  
 

▪ Consultations with investment community (ongoing): five interviews have been 
conducted with a range of organisation types operating in tier 1 geographies and 
low carbon technologies. Interviews have supported the evaluation team’s 
understanding of the commercial landscape, baselining appetite to invest in RE and 
EE projects in targeted geographies, perceived levels of risk and existing 
investment activity that is being carried out. An additional 10 interviews are still to 
be conducted. 
 

▪ Consultations with in-country policy leads (ongoing): interviews with one 
government official in South Africa has been conducted to date; an additional nine 
consultations are being arranged with officials and policymakers across both India 
and South Africa. The purpose is to provide a baseline of awareness and reputation 
of the UK Climate Investments Pilot, awareness of the UK’s role more generally in 
climate finance and perceptions of the fund and its likely contribution to 
transformational change. 
 

The findings in this report must be interpreted in light of some of the methodological 
limitations of the evaluation’s current evidence base. This includes: 
 

• Small samples of external stakeholders (e.g. investors/policymakers) involved to 
date. These stakeholders have proved challenging to recruit and include in the 

 
6 A fourth interview took place in April 2017 
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evaluation and those that have provided input have been recruited based on BEIS 
and Macquarie suggestions. Therefore, views collected may not be representative 
and might provide a biased representation of policymakers and the investment 
community. This has been taken into consideration when interpreting the findings. 
The next tranche of evaluation activity is seeking to widen the range of 
perspectives accessed from this stakeholder group. 
 

• Small number of considered deals that can be approached. Some deals that 
have not yet received funding from the Pilot may return to the Investment 
Committee for consideration in a different form at a later date within the investment 
period. As a result, the evaluation currently has limited information on the progress 
of projects that sought investment from the fund but were unsuccessful – 
understanding the progress of these projects is important when considering the 
additionality of the Pilot’s funds as well as to seek a wider range of views on the 
process of negotiating with the UK Climate Investments team. To counter this gap, 
the evaluation team has probed the delivery team (and particularly the deal team) 
on possible barriers to closing deals. However, views collected might still be 
positively biased towards the Pilot. 

 
Where tasks have been completed, task-level outputs have been provided to BEIS. These 
are presented in the Annex of this report. This also includes the outputs from a 
presentation delivered to BEIS in May 2018 which synthesised the findings from across 
these tasks. 
 

  



Summary of Pilot achievements against theory of change 

12 

 

3 Summary of Pilot achievements 
against theory of change 

This section provides a summary of the progress of the Pilot against its anticipated 
outcomes at a Pilot level. Due to the delay in deployment of capital, the evaluation does 
not seek to assess outcomes at a project or local level but instead reviews the 
assumptions required for the Pilot to be successful and the extent to which the Pilot is 
performing against these. 

3.1 Pilot progress and expectations for future pipeline 

The tranche of evaluation activity reported in this Interim Findings Report (including 
consultations with a range of stakeholders associated with the Pilot) was undertaken at a 
time when only one deal had been completed; an equity investment of £5m into an Indian 
solar platform.  A second deal for a renewable energy yieldco in India was also close to 
completion, and at the time of writing this has brought the total value of Pilot investments 
to approximately £37m.  

Source: March 2018 Pipeline Update 

 

In addition to these deals, at the time of data collection there were another 12 projects 
which are considered to be mid-term in the deal process7. These comprise of 7 
opportunities in India, 3 in South Africa and 2 in East Africa. 

Across both BEIS and Macquarie, there is an expectation that £100m deployment of 
capital by the end of 2018 should be achievable. This is half of the original target of £200m 

 
7 Source: UKCI Pipeline Update – March 2018 
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and this revised expectation is made by stakeholders in light of the slow progress on 
investments during the initial stages of the Pilot. The privatisation of GIB in August 2017 
and ability for Macquarie to meet the overlapping requirements of the Mandate (for 
example, requiring evidence of additionality, transformational potential and reasonable 
commercial returns) within the context of the economic and political situation in the target 
geographies, were also raised as an ongoing barrier; the latter was particularly highlighted 
by newer members of the delivery team.  

Policy and delivery stakeholders across BEIS and Macquarie differ in their expectations on 
the number of investments that will be made by the end of 2018; from more conservative 
expectations of one additional investment to up to four investments (this scale of delivery 
was more commonly expressed by Macquarie stakeholders). Stakeholders consulted 
shared an ambition of a disbursement of £100m in total. This would, however, require the 
ticket size to be quite varied and potentially larger than the £30m maximum (requiring an 
investment mandate deviation). While this would ensure the successful deployment of 
50% of the fund’s capital, there is likely to be less diversity within the types of deals; a key 
success factor for BEIS.  

In light of the performance of the Pilot to date and future expectations, the scope of the 
evaluation has had a greater focus on helping to inform a view on whether the Pilot could 
increase its deployment of (appropriate) capital in the longer-term or whether there were 
more fundamental reasons preventing progress. As a result, the evaluation has supported 
BEIS to assess whether the following key assumptions on which the Pilot is based remain 
valid. 

3.2 Comparing UK Climate Investments to other funds 

3.2.1 Does the UK Climate Investments Pilot occupy a different space? 

Key takeout: The UK Climate Investments Pilot is attempting something different to most 
other funds operating in similar markets through its provision of equity at late stage.         
[The extent to which such a model is needed in these markets is discussed in section 3.4]. 

The table overleaf outlines the characteristics of the Pilot versus other donor funds. The 
cells highlighted in green show similar characteristics to the Pilot displayed in other funds. 
A large proportion operate in similar markets – India, South Africa and East Africa – and a 
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substantive number provide equity as a financial instrument. However, a key distinction 
between the Pilot and other funds is that all other funds provide equity at an early 
investment stage. Funds that invest at late stage tend to offer either grants or a variety of 
different financial instruments to meet specific needs. The documentation reviewed in 
relation to other donor funds suggests this model has been chosen to aid flexibility in 
catering for changing markets and other local conditions such as price developments for 
technology, financial market terms and political developments. 

Table 3.2: UK Climate Investment Fund versus other Donor Funds 

     

 Geographic 
Coverage 

Instrument 
Stage of 
Investment 

Poverty 
Alleviation 
(direct) 

UK Climate Investment Fund I, SA & EA Minority equity Late Indirectly 

Canada Climate Change Program 
(CCCP)  

I, SA & EA Equity Early Indirectly 

Danish Climate Investment Fund (KIF) I, SA & EA Minority equity Early Indirectly 

Global Energy Efficiency and 
Renewable Energy Fund (GEEREF) 

I, SA & EA Equity Early Y 

Interact Climate Change Facility I, SA & EA Varied Early Indirectly 

Access to Energy Fund (AEF) SA & EA Equity Early Y 

IFC Climate Catalyst Fund  SA Minority equity Early N 

Nordic Environment Finance 
Corporation (NEFCO)  

Various Minority equity Early N 

UNEP Renewable Energy Enterprise 
Development 

EA Equity/loans Early Y 

CDC Group I, SA & EA Varied Unknown Y 

German Investment Corporation 
(DEG) 

I, SA & EA Varied All stages Y 

Infrastructure Development Fund 
(IDF) 

I, SA & EA Varied Early Y 

Energy and Environment Partnership 
(EEP) 

SA & EA Grants Late Y 

Global Innovation Fund (GIF) I, SA & EA Grants/loans Early Y 

Scaling up Renewable Energy 
Programme (SREP) 

I, SA & EA Grants/loans Early Y 

Seed Capital Assistance Facility (SCAF) I, SA & EA Grants All stages Y 

Climate Change Trust Fund Indonesia 
(ICCTF) 

Indonesia Grants Early Indirectly 

ADB Clean Energy Financing 
Partnership Facility 

I Varied Early Y 

Switch Asia I Grants Early Y 

Multilateral Investment Fund (MIF) of 
the IDB Group 

LatAm/Caribbean Varied Early Y 

Africa Enterprise Challenge Fund – 
REACT  

SA & EA Grants/loans Unknown Y 
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National Investment and 
Infrastructure Fund (NIIF) 

I Varied All stages Unknown 

*I = India, SA = South Africa, EA = East Africa 

3.2.2 What have success factors been for other similar Funds? 

Key takeout: A review of other funds highlights some common success factors that are not 
currently part of the design and delivery of UK Climate Investments: on the one hand this 
highlights that the Pilot is trying a different approach, but there may be lessons to learn to 
help accelerate (appropriate) capital deployment and unlock private investment. 

A review of other donor funds and accompanying literature identified four key factors that 
were deemed to have led to their successful deployment of capital and leveraging of 
private capital – early stage support, on-the ground presence, financial blending and 
technical assistance. These factors were also commonly raised by investors consulted 
through other strands of the evaluation. This section reviews why these factors are 
considered important to the successful delivery of these donor funds.  

When considering these success factors, there are some important points of difference to 
bear in mind. The Pilot is seeking to deliver something different to these donor funds; to try 
new things, test different approaches and not to duplicate existing models. Section 3.4 
looks at the design of the Pilot in greater detail and considers the extent to which such a 
different model is needed in these markets.  

Early stage support 

Early stage support is a common factor for other donor funds. The UK Climate 
Investments Pilot is unique, among the funds reviewed, in that it only focuses on late stage 
development. Other funds that provide early stage support are designed to strengthen the 
feasibility of projects and mitigate risk early as well as helping to build trusted relationship 
with projects earlier.  

Stakeholders consulted for the evaluation (including from the investment community or 
those with commercial finance expertise) highlighted that where projects do require late 
stage development, support is often provided through grants and loans rather than ‘more’ 
equity (which is confirmed in the secondary review presented above in table 3.2). This is 
because these instruments tend to offer more flexibility than equity. That said, equity at 
later stage can be used and often provides a ‘gap filling’ role, that is, to provide additional 
funding where there is a deficit. 

Stakeholders consulted also held a belief that investment offered at an early stage may 
elevate the Pilot’s decision-making status, while late stage development may reduce the 
ability to be additional (as at this point, many projects should have financing options).  

Section 3.4 considers whether late stage involvement, as provided by the Pilot, is an 
important success factor for its deployment of capital. 

On-the-ground presence and local networks 

UK Climate Investment Pilot relies predominantly on UK based resource while the other 
donor vehicles reviewed by this evaluation utilise on-the-ground presence and local 
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networks. Many stakeholders consulted for this evaluation (including investors, commercial 
finance experts, as well as members of the Pilot delivery team) recognised that there is a 
need for local and in-depth understanding of the market, relevant players and contexts 
(e.g. financial market; political situation; technical, financial or legal barriers) in order to 
deploy capital. 

Combined instruments and financial blending  

Although steps have been made to amend mandate requirements, the UK Climate 
Investments Pilot was originally restricted to preferred or structured equity or equivalent. 
Other donor vehicles reviewed adopt a flexible approach to combining and tailoring 
instruments to meet market specific need. Investors and finance experts consulted for this 
evaluation believe this can improve late stage development opportunities as well as offer 
greater control as investors.  

Markets tend to favour a number of different investment structures not just equity. There 
are challenges providing minority equity at late stage development. These are typically 
offered at earlier stages as equity can be less attractive at late stage since it tends to dilute 
the position of existing investors. Junior debt or mezzanine finance rather than additional 
equity can also be a more attractive structure for developers at late stage, having already 
secured equity investment. Securing greater flexibility can improve the ability to address 
specific investment requirements such as price developments for technology, financial 
market terms and political developments. 

Offering technical assistance 

Technical assistance is a common theme for other donor vehicles, which offer networking 
opportunities, tools and training, advice from technical advisors and the evaluation of 
business plans to address barriers related to lack of market knowledge, capacity of 
business developers and understanding of risk. Although the UK Climate Investments Pilot 
does not currently offer formal technical assistance, it does offer informal technical 
assistance to deal teams to support them in preparing their business cases and 
conducting due diligence in order to strengthen their project designs and build their 
capacity to work with other international donors and financers.   

3.3 Review of the UK Climate Investments Pilot geographies 

Is the UK Climate Investment Pilot in the right markets?  

Key takeout: The UK Climate Investments Pilot is currently operating in markets with high 
levels of attractiveness which is often accompanied by high levels of competition, 
particularly if investing in traditional technologies. Whether the Pilot should focus its effort 
on novel technologies in well-established geographies or new, more challenging 
geographies but in more established technologies remains for consideration.  

BEIS have broadened the target geographies from the original five countries8 in the 
Investment Mandate, however, there remain some challenges. While the mandate permits 

 
8 India; South Africa; Kenya; Tanzania; and Rwanda 
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flexibility in the technology and ticket size (up to a maximum of £30m), stakeholders do not 
feel that the current mandate is able to account for specific market need or differences. For 
example, the mandate does not acknowledge the varying regulatory challenges in different 
geographies that equity investments face, the necessary structures to allow for foreign 
investment and some stakeholders note that the choice of countries as well as the number 
have been a challenge.  

Stakeholder consultations as well as the donor review highlight the need for flexibility 
within geographic regions and the ability to follow opportunities and project developers 
without restriction to a specific set of countries. This would allow for a more reactive 
response to market challenges and offer the ability to pursue wider opportunities to identify 
more novel, transformational investments without the possibility of crowding out other 
donor funds. However, a counter argument among stakeholders is that this would spread 
resource even more thinly if more geographies were to be considered. Resourcing 
requirements and geographic expansion would need to be considered in parallel. 

Figure 3.2 demonstrates where there are high levels of investment attractiveness plotted 
against where there is high need/opportunity9 within the target geographies.  

Countries circled in green (Kenya, South Africa and India) depict geographies with high 
need/opportunity and high attractiveness. These countries reflect those that were first 
identified as key target geographies in the original Investment Mandate. In these countries, 
there is an expectation that it will be easier to get involved in projects, but the potential for 
transformational change is lower as supply chains are more established. 

Countries circled in yellow (Mozambique, Nigeria, Bangladesh, Tanzania) indicate high 
need/opportunity but lower attractiveness. In these countries there are a number of 
projects but they tend to be harder to deliver. This can provide greater potential for 
transformational change as infrastructure and supply chains are less well established.  

Countries highlighted in blue (Ethiopia, Rwanda and Namibia) depict countries with low 
need and varying degrees of attractiveness; more care is therefore required on project 
selection and should be considered on a case by case basis. 

 
9 Need/opportunity is based on a combined unweighted score which assumes need has a weight of 2/3 to 
1/3 for opportunity (given 2 metrics for ‘need’ and 1 metric for ‘opportunity’) 
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Figure 3.2: Graph reviewing investment attractiveness of Pilot geographies10 

 

The LLP will need to consider what the key requirement is for the mandate – whether the 
priority is to focus on novel technologies in well-established geographies (i.e. with high 
attractiveness but potentially lower opportunity) or to focus on new, less attractive 
geographies but more traditional technologies (e.g. solar PV) or whether the priority should 
be a combination of the two. 

For attractiveness indicators, none of the 10 countries assessed exhibit a consistent trend 
of improvement or deterioration across metrics between 2014/15 and 2017/18. India and 
Kenya have seen significantly more improvements than deteriorations, while South Africa 
has seen the reverse. Most other countries have a more balanced picture. 

3.3.1 Who else is operating in these markets?  

The majority of donor funds reviewed are operating across all of the Pilot geographies. 
The exceptions are NEFCO, ICCTF and MIF; NEFCO operates primarily in Eastern 
European countries while ICCTF works in Indonesia and MIF functions in Latin America 
and the Caribbean. 

Table 3.4 outlines in which geographies donor funds are operating. 

Table 3.4: Target geographies where other donor vehicles are operating 

 India 
South 
Africa 

Kenya Tanzania Rwanda Similar UKCI fund properties* 

 
10 Data sources used include: Climatescope 2017, World Bank (2015), Peace Index, IFC’s Ease of Doing 
Business index and Transparency International’s Corruption Perceptions Index (CPI) as well as judgements 
based on involvement in project development in the various jurisdictions and ad hoc interviews with 
developers and lenders. 
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UK Climate Investment Fund 
x x x x x n/a 

Canada Climate Change Program (CCCP) x x x x x 
Instrument and Indirect Poverty 
Alleviation 

Danish Climate Investment Fund (KIF) x x x x x 
Instrument and Indirect Poverty 
Alleviation 

Global Energy Efficiency and Renewable Energy 
Fund (GEEREF) 

x x x x x Instrument 

Interact Climate Change Facility x x x x x Indirect Poverty Alleviation 

Access to Energy Fund (AEF)   x x x x Instrument 

IFC Climate Catalyst Fund    x       Instrument 

Nordic Environment Finance Corporation 
(NEFCO)  

          Instrument 

UNEP Renewable Energy Enterprise 
Development 

      x   Instrument 

CDC Group  x x x x x Instrument 

German Investment Corporation (DEG) x x x x x 
Instrument and Late Stage 
Development 

Infrastructure Development Fund (IDF) x x x x x Instrument 

Energy and Environment Partnership (EEP)   x x x x Late Stage Development 

Global Innovation Fund (GIF) x x x x x None 

Scaling up Renewable Energy Programme (SREP) x x x x x None 

Seed Capital Assistance Facility (SCAF) x x x x x Late Stage Development 

Climate Change Trust Fund Indonesia (ICCTF)           Indirect Poverty Alleviation 

ADB Clean Energy Financing Partnership Facility x         Instrument 

Switch Asia x         None 

Multilateral Investment Fund (MIF) of the IDB 
Group 

          Instrument 

Africa Enterprise Challenge Fund – REACT    x x x x None 

National Investment and Infrastructure Fund 
(NIIF) 

x         
Instrument and Late Stage 
Development 

*these characteristics are not mutually exclusive, for example, some funds offer a variety of financial instruments or invest at both early 
and late development stages.  

3.3.2 Is there a need for the UK Climate Investments Pilot going forwards? 

Key takeout: There are clear opportunities for the Pilot within its target geographies; 
although these will vary by technology and ticket size depending on the market. 

Drawing on the donor review and assessment of geographies as well as consultations with 
the investment community and a government policy lead, the target markets of UK Climate 
Investments, in general, do not appear to be crowded. There is clear demand for project 
investment within specific technologies and with specific ticket sizes. India, in particular, 
has seen significantly more opportunities in the last few years coupled with high levels of 
attractiveness. However, on account of the increasing attractiveness, need may be more 
limited, reducing the potential for transformational change.  

There is a concern among the delivery team, corroborated by some investors, that 
maintaining the same target geographies such as India and South Africa (which have high 
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levels of opportunity and attractiveness already) may reduce the ability for transformational 
potential. There is need, and therefore potential for greater transformational change in 
countries such as Nigeria, Bangladesh, Mozambique, Kenya and Tanzania. Thus, the 
demand for funds such as UK Climate Investments may be higher in newer geographies or 
technologies. However, current levels of opportunity present challenging conditions for 
investors. 

3.3.3 Barriers and enablers to capital deployment  

Key takeout: Opportunities and challenges to capital deployment vary by market. 
Consideration needs to be taken on the type of investment, type of technology and ticket 
size dependent on market requirements. 

Despite a perception that there are many donor funds operating in target geographies, 
given the high investment need for renewable energy and energy efficiency globally11, it is 
assumed there is still a large need for funds. However, private investors can be deterred 
by RE and EE investments due to the perceived high risk. 

Documentary evidence and consultations with policy leads and investors highlight some of 
the market barriers and enablers to deployment of capital within each target geography. 
Views on these geographies across stakeholders interviewed are generally consistent, 
although the delivery team tend to have a more negative opinion about the level of 
opportunity in Africa. 

India 

• Barriers: There are a number of utility-scale solar and wind projects which require 
capital but are highly attractive for investors. This creates high levels of competition 
and there are a number of large developers already operating in India. 

• Enablers: There is between $1.5 and $2 trillion in investment required in green 
buildings by 2030. This is associated with the government mission to build smart 
cities by 2022 in order to address rising air pollution, conserve water and reduce 
energy wastage. India’s National Solar Mission has also scaled up from 20 GW to 
100 GW by 2022 and requires an investment of $100bn 

• Opportunities: The number of projects requiring capital are greater than the 
capacity of international funds currently operating in India can meet. There are also 
indications that within India there are opportunities with the right ticket size and 
technology but this needs careful consideration. Focussing on new technologies will 
allow the Pilot to avoid competition with other donor funds that are investing in more 
‘traditional’ technology. Consequently, the Pilot should consider extending its focus 
to less well developed technologies such as hydro, rooftop solar and energy 
efficiency. This will ensure a diverse portfolio of investments in line with the 
Investment Mandate requirements (i.e. not investing where ODA is already 
operating). Furthermore, there is also an expected increased focus on energy 
efficiency and green buildings in relation to the new government Smart City mission 
to ensure sustainable environments. 

 
11 Estimated by IEA Statistics – Primary Energy Supply 
https://www.iea.org/statistics/?country=WORLD&year=2015&category=Emissions&indicator=TPESbySource
&mode=chart&categoryBrowse=true  

https://www.iea.org/statistics/?country=WORLD&year=2015&category=Emissions&indicator=TPESbySource&mode=chart&categoryBrowse=true
https://www.iea.org/statistics/?country=WORLD&year=2015&category=Emissions&indicator=TPESbySource&mode=chart&categoryBrowse=true
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South Africa and Sub-Saharan Africa  

• Barriers: South Africa and Sub-Saharan Africa demonstrate greater levels of 
volatility in the climate finance landscape as well as significant implementation 
challenges including ODA involvement. In South Africa, the primary obstacle has 
been grid connection constraints and supply instability but this is expected to 
improve. Nigeria highlights some greater barriers; one major challenge is the 
perceived slowdown of RE investment, which leads to stalling of utility projects. 
Although, the mini grid sector has started to develop recently (with generation of up 
to 10 MW). 

• Enablers: Recently, South Africa has had approval of 79 RE independent power 
producer projects as part of its Renewable Energy Independent Power Producer 
Procurement Programme including $16bn of private investment. In Sub-Saharan 
Africa, a review of donor funds12 identifies that there is a clean energy potential of 
$US783 billion. Among the 20 funds analysed, four programmes are currently 
competing with the Pilot to support the development and operation of projects - 
Climate Catalyst Fund, CDC, KIF and DEG.  

• Opportunities: Despite higher levels of volatility, there are still pockets of 
opportunity in these regions. As with India, there are opportunities to focus on new 
technologies. Countries are moving away from large infrastructure projects and into 
smaller, off grid and new technology. For example, geo-thermal projects in Ethiopia. 
There are also potentially untapped opportunities in RE (e.g. small hydro and 
geothermal) in South Africa, Kenya, Tanzania and Rwanda. However, while there is 
a need for grant funding, the trend towards investment in progressive technologies 
tends to require venture capitalists. In Rwanda, in particular, projects are limited 
and very small ticket sizes are required (and advisable to prevent over-exposure of 
the Pilot). In Kenya, potential investment opportunities are slightly lower; just $US 
81bn. This is linked to Kenya’s commitment (as per the Paris agreement) to reduce 
greenhouse gas emissions by 30% by 2030. There are also opportunities 
recognised in more novel technologies such as $US7 billion potential investment in 
geothermal projects as well as $US2 billion in wind and $US1 billion in small hydro 
power. PV opportunities are not estimated, but plummeting global prices for solar 
PV may help Kenya’s solar market prosper. Deals that are originating tend to be on 
smaller projects (i.e. solar PV, 10 MW projects) than the Pilot is targeting (~£5m 
equity) to encourage competition. There are also lots of larger projects (e.g. wind) 
that have stalled in the pipeline due to network issues. 
 

A further barrier is the exclusion of the Pilot from ODA funded projects. The 
Investment Mandate does not allow deals to include transactions with other ODA donors 
due to the potential to crowd out other funding. This has created its own challenges in 
markets such as Africa where Development Finance Institutions (DFIs) are often involved 
in financing similar types of projects. Current restrictions may drive the Pilot into more 
developed markets to avoid crowding out and may exclude the Fund completely from 
markets such as Tanzania and the majority of Sub-Saharan Africa (where most deals have 

 
12 https://www.ifc.org/wps/wcm/connect/51183b2d-c82e-443e-bb9b-68d9572dd48d/3503-IFC-
Climate_Investment_Opportunity-Report-Dec-FINAL.pdf?MOD=AJPERES  

https://www.ifc.org/wps/wcm/connect/51183b2d-c82e-443e-bb9b-68d9572dd48d/3503-IFC-Climate_Investment_Opportunity-Report-Dec-FINAL.pdf?MOD=AJPERES
https://www.ifc.org/wps/wcm/connect/51183b2d-c82e-443e-bb9b-68d9572dd48d/3503-IFC-Climate_Investment_Opportunity-Report-Dec-FINAL.pdf?MOD=AJPERES
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some form of ODA) and push the fund away from areas with the greatest transformational 
potential. The ability to invest alongside other donor vehicles would improve opportunities 
within existing target geographies without concern of crowding out.  

Ticket size is also a consideration and potential barrier. UK Climate Investments has a 
maximum ticket size of £30 million. Stakeholders differ in their views of the ticket size limit. 
Macquarie’s experience is that the ticket size of £30 million may be too small in some 
markets to originate deals and begin implementation although they recognise that a larger 
cheque size would require larger teams to be involved and would reduce the number of 
investments and diversity of the portfolio.  

An equity investment of £30m at late stage development typically assumes a total capital 
of approximately £150m- £200m. If the maximum ticket size of £30m is applied, this can 
be considered too large in some geographies, particularly in Sub-Saharan Africa. The 
extent to which the investment manager is utilising the full ticket size range is discussed in 
more detail in section 3.6 

Where, it is possible to provide late stage equity investment of a £30m ticket size, there is 
often high levels of competition to provide this and other, more attractive financial 
instruments tend to be preferred. There is also less opportunity for the Pilot to have much 
influence on decision making within large scale projects. Thus, there is a need to be 
flexible in the level of investment should the Pilot wish to continue to invest in traditional 
technologies. 

Adapting the ticket size to market sector requirements may improve the number of 
opportunities available within specific markets. For example, a small ticket size may be 
more suited to less well-developed technology in India such as small-scale hydro or 
rooftop solar (rather than utility-scale) and could offer more transformational and additional 
projects. Although this will come with its own risks and potentially high competition from 
other donors. 

3.4 Suitability of the fund model 

Key takeout: Stakeholders remain positive about the design and delivery of the Pilot, 
particularly the LLP model which has facilitated the government with a direct means of 
deploying capital while drawing on commercial expertise.  

This section of the report draws on interviews with the UK Climate Investments delivery 
team to provide views on communication between BEIS and Macquarie as well as 
observations from Investment Committee meetings to assess how the Investment 
Committee meetings are running.  

Stakeholders remain convinced of the value of the LLP partnership model; a strength that 
has been consistently identified in each round of consultations over the lifetime of the Pilot. 
Interviews, and observations made at Investment Committee meetings, highlight a number 
of strengths which this model provides. 

• Strong direction from BEIS: the model ensures BEIS are able to direct the types of 
projects invested and this is felt likely to ensure a greater focus on additionality, 
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transformational change and poverty alleviation than may otherwise be achieved by a 
purely private-run fund. 
 

• Provides government with greater control: this model provides UK Government with 
a direct means of deploying climate capital as opposed to doing this through a 
multilateral fund – which would also mean reduced visibility of the UK’s role in providing 
climate finance, as well as reduced control over how funds are spent. 
 

• Bringing commercial expertise to UK Government: working with a well-known 
commercial partner increases the UK Government’s commercial banking expertise and 
reputation among potential investees. 

Deal teams who have worked closely with Macquarie to either complete their deals or 
have been considered also highlighted the appeal of UK Climate Investments including: 

▪ Involvement of UK Government capital; 
▪ Long-term investor able to asset manage; 
▪ Ability to take-on currency risk; 
▪ A perception that it offers competitively priced capital; 
▪ Good partners and ‘human relationships’ during the deal process; 
▪ Involvement of Macquarie who are known to have a track record in successful 

investments (further discussed below). 
 

In spite of these positive components of the fund, UK branding remains a key challenge. 
This was considered a crucial criteria of the Pilot in order to promote visibility of UK 
development activities. However, stakeholders acknowledge that the UK Climate 
Investments “brand” currently lacks international recognition. Investors may be more likely 
to be aware of other UK-led investment vehicles such as CDC and Globeleq, particularly 
due to the small number of investments that the Pilot has made to date.  

Consultations with stakeholders involved in one completed investment, one investment 
near completion as well as deals that have been considered at Investment Committee but 
were not ultimately progressed also highlight a number of challenges with the Investment 
Mandate and process: 

▪ Restrictions on deal structuring: limitations in providing minority equity share 
caused problems in structuring deals. 

▪ Negotiation length: it was reported that negotiations took a long time due to the 
need for an in-depth due diligence process, restrictions in the financial instrument 
and a requirement to evidence how the investment adheres to mandate 
requirements.  

▪ UK Climate Investments’ requirements were not always felt to be proportionate to 
the size of the investment or market (e.g. ESG standards are not required in India) 

▪ Questions over exit strategy / ongoing asset manager: some developers exit 
before project delivery to avoid involvement in asset management and were unclear 
how long the UK Climate Investments fund intends to remain involved in the project 
and manage the asset. 
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3.5 Perceptions of the delivery of the UK Climate Investments 
Partnership 

 Key takeout: There is a perception of an improved understanding of the investment 
mandate within both BEIS and Macquarie and the facilitation of more constructive 
discussions during Board and Committee meetings. However, there remain some 
challenges for the new investment manager to deploy capital related to mobilising 
resource, investment mandate restrictions and environmental requirements.  

A sense of genuine partnership between BEIS and Macquarie is recognised across 
stakeholders and considered really valuable; in reference to the LLP model, one 
stakeholder referred to the partnership as ‘an open and honest relationship’. This is 
derived from a number of factors: 

• Large pool of resources: According to both Macquarie and BEIS stakeholders, the 
UK Climate Investments team is thought to be benefiting from the resources available 
at Macquarie, providing breadth and depth of management experience. Macquarie and 
BEIS staff also highlight the efficiencies that can be made by working with internal 
teams who are able to respond to queries within 24 hours, as opposed to relying on 
third party consultants.  

• Expertise: The Managing Director of the Pilot at Macquarie has previous experience 
working with government, which is considered by both BEIS and Macquarie to be 
enhancing Macquarie’s understanding of government requirements and risk appetite. 

• Reputation: Macquarie has a strong reputation in infrastructure investment and asset 
management and is considered by Macquarie committee members to be beneficial in 
making introductions to relevant stakeholders and is perceived by potential investors as 
an attractive quality. Its international networks also mean it has a wider reaching 
reputation than its predecessor, GIB. 

• Shared understanding of the mandate: There is a good level of shared 
understanding and a perception among both BEIS and Macquarie that there is less 
disconnect than before the sale on the level of risk appetite for the Pilot. Evidence for 
this was given in the majority of opportunities brought forward for discussion at 
Investment Committee, being reported to meet the requirements of the Mandate and 
the vision of the types of deals the UK Climate Investments Pilot seeks to fund.  

• Constructive communication: There continues to be constructive discussions in 
relation to how transformational change is defined and evidenced at Board and 
Committee meetings, however, the quality and frequency of communication has 
improved (considered ‘less choreographed’) and there has been greater discursiveness 
at Investment Committees (e.g. BEIS are exposed to commercial discussions). All 
individuals are given the opportunity to speak and there is an ‘appropriate level of 
debate and discussion’ which the evaluation team have also witnessed as observers on 
the Committee. The IC papers also demonstrate a more systematic structure since the 
sale with the content more aligned to the Investment Mandate and more visually 
accessible to the Committee to aid decision making. 
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Figure 3.3 GIB/Macquarie Structure Paper Examples  

 

However, there are perceptions that the partnership could continue to be improved such 
as: 

• Faster mobilising of resource: Macquarie also have the potential to access a 
large pool of resources in-country, though there is some perception from BEIS that 
this resource has not been mobilised quickly enough. Delivery team members from 
both BEIS and Macquarie as well as some investment teams indicate resource 
constraints within Macquarie as senior team members are required to conduct deals 
as well as draw up committee papers which leaves limited time to manage ongoing 
investments (although recent hires are expected to alleviate some of these 
restrictions).  

• Alignment with strategy: BEIS indicate that it is unclear how the alignment of the 
UK Climate Investments strategy and objectives fit with the wider Macquarie 
business; for instance, when working with partner offices such as India and how 
resource and knowledge is shared and utilised. Furthermore, there is an indication 
the investment manager is seeking investments with a higher ticket size in order to 
deploy capital quickly. However, this creates its own challenges as it would require 
a £150-£200m project within target geographies; these are rare and where they 
exist they often already have capital. 

Two other challenges noted that are perceived to have affected the delivery of the project 
include the existing track record of the Pilot and uncertainty over its future. Macquarie 
have faced challenges in taking over the investment manager role given they have 
inherited an investment vehicle which did not manage to close any deals in its first two 
years in the market; this is reported to have created uncertainty over UK Climate 
Investments’ ability to deliver. Furthermore, there are challenges due to additional 
uncertainty over the investment period end-point which restrict new and ongoing 
conversations. 
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The table below summarises the key considerations outlined above and provides a set of actions for both BEIS and Macquarie 
that could be explored or implemented within the lifetime of the Pilot in order to enhance the partnership between BEIS and 
Macquarie and to further facilitate the progress of the Pilot: 

Table 3.5: Recommendations for areas for improvement in delivery 

 BEIS Macquarie 

Short term considerations 

Standardisation of 

material 
 

Delivery of streamlined standard papers template adhering to BEIS 

requirements. These should include 1 or 2 elements linked to 

additionality, transformational change or poverty alleviation to 

meet mandatory criteria. 

Resourcing and skill 

requirements 

Additional support is required from BEIS in order to ensure that 

there is a common understanding of the processes and 

requirements such as finance and monitoring and reporting 

requirements. 

 

Where possible, new queries or issues should be brought up in 

advance of Investment Committee to allow Macquarie to digest and 

prepare for discussions. 

Macquarie need to provide BEIS with reassurance that they have 

the right resource in place to deliver the Pilot and that it is 

proportionate to the management fees paid. 

 

To support resourcing crunches, short-term consultants could be 

employed in the interim. 

 

Macquarie need to provide BEIS with the required financial and 

monitoring information as the back-office side to the Pilot is 

extremely important. 

Communication 

Provide a single voice on BEIS’s viewpoint in relation to prospective 

deals and the interpretation of Mandate. Current perceptions from 

the Macquarie team are that interpretation of the mandate can 

differ across the BEIS team, although they note there have been 

improvements since there have been fewer personnel changes. 

 

Faster communication of decisions: there are perceived challenges 

with long decision-making processes by BEIS (e.g. shareholder loan 

issues).  
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Clarity on end-date: uncertainty over the Pilot extension decision 

over the first half of 2018, was perceived to have made it harder for 

Macquarie to encourage commitments at the deal origination stage. 

Future market analysis 

 

A collective action for both BEIS and Macquarie would be continued assessment and tracking of the validity of both existing and potential 

future target geographies to ensure that the Pilot has a suitable geographic focus and non-mandated geographies are given sufficient 

discussion time during IC debates. This will be supported by the activity being conducted by the Evaluation team.  

Longer term considerations 

Suitability of LLP model 

Develop an investment strategy (distinct from the formal Mandate), which outlines the expected type of risk that the fund is willing to 

pursue along with the types of projects in order to support interpretation of the Investment Mandate. 

Ticket size requirement Consider increased flexibility in the ticket size limitations (more than £30m) so that there is no maximum or minimum. 

Geographic expansion Consider options to further expand geographies as part of the Investment Mandate. 

Technology focus 
Consider mandating proportional requirements for non-traditional technology to ensure that the Pilot continues to have a diverse 

portfolio while remaining additional and transformative. 

Early stage 

development 

A collective action for both BEIS and Macquarie would be to assess effectiveness of investment in early stage development of geothermal 

technology in order to consider future investments both from a commercial and transformational perspective. 
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4 Conclusions 

This section is structured around the evaluation questions and provides an assessment of 
progress to date.  

4.1 Early Impact 

It is plausible that the pace of Pilot progress will improve with extended time. At the time of 
writing, there is a common view that it will be possible to reach £100m deployment of 
capital by the end of 2018, although there are varying views as to how this will be achieved 
ranging from one to four investments expected to be made. 

However, flexibility in the Investment Mandate is likely to be required to lift some of the 
current restrictions on the proposed deals including the possibility for larger ticket sizes to 
deliver the £100m deployment of capital by 2018. 

4.2 Process and delivery  

This section focuses on three key areas of the design and delivery of the fund – the target 
geographies, the Investment Mandate and the partnership between Macquarie and BEIS. 

4.2.1 The UK Climate Investment Pilot geographies 

The initial target geographies comprised of India, South Africa, Kenya, Tanzania, Rwanda, 
Ethiopia, Mozambique, Nigeria and Malawi. This was later expanded to cover all of sub-
Saharan Africa. 

Markets are, in general, not crowded and money is needed for potential projects. There 
are gaps within specific technologies and variations in ticket sizes. Within India, there are 
opportunities with the right ticket size and technology, but these need careful 
consideration. Higher ticket sizes are often required in more traditional sectors such as 
wind and solar. Utility-scale solar and wind are already considered at scale now; the 
delivery team may wish to look at less well-developed areas (e.g. hydro, rooftop solar and 
energy efficiency) to ensure diversity of the portfolio.  

In South and Sub-Saharan Africa, there is opportunity for the UK Climate Investments Pilot 
but there are significant implementation challenges and volatility, for example government 
barriers in Tanzania and a slowdown of momentum in South Africa when government 
stopped signing Power Purchase Agreements (PPAs). ODA involvement also causes 
challenges as other donor funds are already operating within South and Sub-Saharan 
Africa.  

4.2.2 Perceptions of BEIS/Macquarie Partnership 

The new investment manager is in place and there is perceived good communication and 
a strong working relationship. Perceptions among the UK Climate Investments Pilot 
delivery team highlight that the quality and frequency of communication among 



Conclusions 

29 

 

BEIS/Macquarie has improved. There is a good level of shared understanding of the 
Investment Mandate and there continues to be constructive discussions in relation to how 
transformational change is defined and evidenced at Board and Investment Committee 
meetings; bodies which have been deemed ‘less choreographed’ and more discursive 
than previously.  

Macquarie has a strong reputation in asset management, perceived by potential investors 
as an attractive quality. Its international networks also mean the new manager has a wider 
reaching reputation than its predecessor. However, there are perceptions from the BEIS 
team that networks are not being fully utilised, for example, drawing on access to a large 
pool of resources in-country is not believed to have been mobilised quickly. 

4.2.3 Pilot delivery options 

There are three possible delivery options for the Pilot (listed here in order of appeal from 
highest to lowest in the view of the evaluation team): 

1. Extension of the Pilot 
2. Changing the Pilot delivery model 
3. Ending the Pilot 

The Pilot extension could comprise of extending the Pilot in its current form or with a more 
flexible Investment Mandate or with a new investment manager. The view of the 
evaluation team is that this remains a plausible option, particularly with a more flexible 
mandate to increase investment opportunities. It is also important to note that the Pilot 
has confronted a number of external factors which have affected progress to date 
including the sale of GIB to Macquarie and change of investment manager. Macquarie 
may therefore require more time to demonstrate their capability. 

A second option is to change the model by taking the management in-house to be 
delivered by BEIS or consider a more substantial change such as selecting countries in 
which to run the fund as a “Challenge Fund Structure”. This would be a significant shift 
away from the model currently being tested. The partnership model is also well-regarded 
by both delivery teams and investors and a move away from this may dampen the 
delivery of the Pilot as well as potential investor interest. Furthermore, a move in-house 
may not be feasible depending on BEIS resource and the wider ICF context. 

A final option would be to end the pilot and focus resource on new or existing projects. 
However, this risks not giving sufficient or reasonable time to Macquarie to demonstrate 
their capability in delivering and deploying capital. There are also reputational risks of 
BEIS cancelling the Pilot before its intended end date. 

There are five key criteria that have been identified as potential areas for amendment to 
improve the suitability of the fund should BEIS seek to extend the Pilot with a more 
flexible mandate: tier 1 target geographies, the use of minority equity, involvement in late 
stage development, exclusion from other ODA funded projects and ticket size. However, 
this is associated with a number of trade-offs that need to be considered depending on 
the type of amendment made, as outlined below. 

Early stage instead of late stage 
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▪ Trade-off: there is higher competition (and therefore challenges in being additional) 
from other donor funds who tend to provide early stage investment. 

▪ Benefit: there is an ability to deploy capital more quickly and more opportunities to 
use equity, which is aligned to the Investment Mandate requirements. 

Flexible ticket size 

• Trade-off: if a higher ticket size is used, it may reduce the diversity and number of 
investments as more capital will be deployed across a smaller number of projects. 
There is also a risk of over-exposure of the fund, if there are only a smaller number 
of projects.  If a smaller ticket size is used, it may be harder to deploy all the £200m 
capital.  
 

• Benefit: a combination of both small and large ticket sizes may accelerate 
deployment of capital and provide diversity of projects. Investments can be better 
tailored to market need and it may be easier to find additionality where there is a 
focus on smaller, ‘riskier’ or more novel projects. 

Broader target geographies 

• Trade-off: this may prove more resource intensive as it requires more people on the 
ground and if particularly ‘low need’ countries are selected, this could potentially 
reduces attractiveness to other private investors. 
 

• Benefit: provides the ability to show viability where private sector finance is not as 
abundant and offers the opportunity to chase deals (a pull factor rather than push 
factor) and would not be restricted by current market requirements. 
 

Varied financial instrument/blending 

• Trade-off: this would mean a significant change to the Pilot’s current delivery model 
and characteristics and could potentially increase competition with other donor 
funds who already allow financial blending and varied financial instruments. 
 

• Benefit: the ability to adapt the financal instrument to the project requirement may 
help deploy capital more quickly and also has greater appeal to projects at later 
stage development, particularly if they are looking for ‘gap funding’. This also has 
greater potential to be involved in the project direction and decision making 
process. 

Inclusion in other ODA funded projects 

• Trade-off: there is the possibility of crowding out of other donor vehicles which are 
already providing funding in specific sectors or markets and thus reducing the 
additionality of the Pilot. 
 

• Benefit: the Pilot would be able to unlock more investment opportunities in target 
geographies, which may help deploy capital more quickly. Co-investment with other 
donor funds could also lead to greater transformational potential. 
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4.3 Continuous improvement & Institutional knowledge 

The latest tranche of evaluation activity demonstrates that the Pilot is attempting a novel 
and unique form of delivery. This has provided BEIS with wealth of learning, particularly in 
relation to the chosen financial instruments and deal origination in its target markets. This 
has also helped to identify challenges and elements of the fund which may require 
amendments to help improve the outcomes of the Pilot.  

However, whilst it is offering BEIS learning about the process of finding and doing deals of 
this kind, it has so far been limited in its ability to generate learning about the delivery and 
monitoring of projects once invested – this is key for the Pilot to deliver over the coming 
months. 
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