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Annual Review - Summary Sheet (1-2 pages) 
 
Summary of Programme Performance  
 

Year June 2015 - 
Nov 2016 

Dec 2016 - Nov 
2017 

Dec 2017 - 
Nov 2018 

Dec 2018 - 
Nov 2019 

Programme Score B B B B 

Risk Rating Major Major Major Major 

 
Summary of progress and lessons learnt since last review  
 
This Annual Review reports against progress made between 1 December 2018 and 30 November 2019. 
This is the fourth Annual Review for UK Climate Investments (UKCI) and the pilot’s fourth B scoring – 
outputs have moderately not met expectations. 

 
The achievement of headline results remains behind original expectations. However, there has been a 
significant improvement in deal completion since the 2017/18 reporting period. Notable achievements in 
2018/19 include UKCI’s first investments in Africa (Project Dazzle and Project Oslo) and the 
development of a pipeline of 21 projects totalling £530m. Delays to certain projects have been shaped by 
capacity and financial constraints within local institutions , and in one project setback caused by 
regulatory changes and supply chain disruptions . 
 
UKCI has committed to invest a total of £110.9m into five projects. Of this, £73.4m was invested into 
three projects during 2018/19. This presents a stark contrast to the first 49 months of programme 
delivery where only two investments were made totalling £37.5m. This improvement is largely due to the 
extensive project origination and deal structuring activities seen under Macquarie’s management. The 
UKCI portfolio now includes two in YieldCos and a focus on novel technologies and innovative financial 
mechanisms in established markets (India and South Africa). This shift is supported by the 
recommendations of the 2019 independent interim evaluation. The focus going forwards will be on 
investing in projects in less developed states in India and sub-Saharan African countries beyond South 
Africa.  
 
In November 2019, BEIS extended the UKCI investment period by 12 months from November 2019 to 
November 2020. The time needed to complete complex investments in fast changing markets and with 
often capacity-constrained counterparties is a key lesson of the programme to date. Subject to 
approvals, BEIS is considering a cost extension to UKCI, which will override the existing 12-month 
(November 2019 to 2020) time extension. This is expected to start from May 2020 to November 2021.  
Summary of responses to issues raised in previous annual reviews (where relevant)   
 
Recommendation 1 (2017/18): BEIS and Macquarie to review the logframe and agree milestones for 
the remaining pilot period. Headline targets agreed by April 2019. Modelling complete by June 2019.  

 
Achieved: BEIS reviewed the UKCI logframe and completed the associated modelling for the remainder 
of the programme period (until November 2020) in November 2019. See section B for further information 
on logframe updates and the new Recommendation 2.   

Title: UK Climate Investments (UKCI) 

Programme Value: £200m Review Date: December 2019 

Start Date: June 2015 End Date: 
November 2020 

https://aidstream.org/files/documents/UKCI-
business-case-2018-01-15-
20180308030342.pdf 
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R2 (2017/18): BEIS and Macquarie to agree actions to promote UKCI awareness and visibility. Plans in 
place by May 2019.   

 
Partially Achieved: Macquarie have continued to deliver communications activities focusing on deal 
driven media engagement (press releases and signing events), broad-based stakeholder outreach 
(bilateral meetings, promotional events and conferences) and low-level digital marketing (the UKCI 
website, thought leadership articles and videos, and social media activity). A Communications Strategy 
has been drafted to outline the key messages and target audiences for these platforms. The 
recommendation is considered partially achieved as BEIS did not finalise the document by May 2019.  

 
R3 (2017/18): BEIS and Macquarie to continue regular discussions about the status of the project 
pipeline, the mix of transaction types/sectors/geographies and delivery against the mandate.   
 
Achieved: BEIS and Macquarie have continued to have weekly discussions on the latest status of new 
deals and the core investment rationale (covering additionality, innovation and transformational change) 
for new pipeline projects. For novel projects, BEIS has conducted further internal discussions to ensure 
UKCI, ICF and cross-government policy alignment e.g. for a potential hydro-power project in Sierra 
Leone and second Indian YieldCo investment.    
 
The BEIS programme team and Macquarie have conducted deep-dive discussions into the clean energy 
market conditions in sub-Saharan Africa (October 2019) and India (November 2019). Market updates are 
increasingly reported at the UKCI Board e.g. Macquarie led a discussion on the India clean energy 
market at the September 2019 Board meeting.  
 
Macquarie provide regular updates on the UKCI portfolio and pipeline with infographics illustrating the 
spread of investments by investment size, geography, project type and sector. This informs internal and 
Board discussions on the portfolio’s strategic direction, balance and risk exposure.    
 
R4 (2017/18): BEIS to agree a process for managing financial returns from investments once the 
planned investment period expires. Plans agreed by May 2019.  

 
In-Progress: The BEIS programme team has been working closely with BEIS Finance to find the most 
appropriate accounting treatment to manage reflows during and beyond the current investment period.  

 
R5 (2017/18): BEIS to review future programming options beyond the current UKCI investment period. 
BEIS to review next steps by June 2019.  

 
Achieved: BEIS extended the programme on a no-cost basis from November 2019 to November 2020. 
This extension was permitted by the provisions of the existing Limited Liability Partnership Agreement 
(LLPA). BEIS has since developed a Business Case for a planned cost extension to UKCI. This is still 
subject to ministerial approvals.  

 
R6 (2017/18): BEIS and Macquarie to agree how to increase investment in energy efficiency projects over 
the remaining pilot period in line with mandate expectations. Plans in place by May 2019.  
 
Achieved: The UKCI Investment Mandate requires at least one investment in an energy efficiency 
project, defined as the more efficient use or conversion of energy including: lighting; heating and cooling; 
efficiency improvements to generation, transmission and distribution systems; green buildings and public 
transportation. Investing in commercially viable energy efficiency projects has been challenging as 
investment prospects in UKCI target markets have tended to be limited, complex and commercially 
unattractive. Opportunities to originate energy efficiency projects are presented in the Managing 
Director’s Update at each Board Meeting and are discussed during the weekly calls with Macquarie. 
BEIS and Macquarie held in-depth discussions on the opportunities and challenges to completing energy 
efficiency investments in sub-Saharan Africa (in October 2019) and India (in November 2019).  
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See Output Indicator 3.2 for more information on how UKCI has progressed energy efficiency projects. 
Although not captured within this reporting period, UKCI has since completed its first energy efficiency 
investment (Project Kijani).  
 
R7 (2017/18): BEIS to define objective value for money performance indicators. Indicators agreed by 
May 2019.  
 
Partially Achieved: BEIS introduced a range of value for money indicators into Macquarie’s reporting 
requirements. This data has informed the value for money section of this Annual Review (see Table 2). 
This recommendation is considered partially achieved as BEIS finalised the metrics in September 2019, 
thereby missing the May 2019 deadline.    
 
Summary of recommendations for the next year 
 
Recommendation 1: BEIS to agree a process for managing financial returns from UKCI investments. 
Plans agreed by June 2020.  
 
Recommendation 2: BEIS to set stretching yet realistic logframe targets for the planned extension period 
based on the current and projected UKCI portfolio. To be completed by June 2020. 
 
Recommendation 3: BEIS to introduce logframe indicators to measure the number of investments 
completed outside of India and South Africa by April 2020.  
 
Recommendation 4: BEIS and Ipsos MORI to develop additional gender-related equity indicators to be 
incorporated into UKCI’s reporting obligations for the next reporting period. This will include gender 
disaggregation of project-specific employment and, if available, data on gender equality initiatives in 
investee companies. To be completed by July 2020. 
 
Recommendation 5: BEIS to build on lessons learned to update the workplan of Monitoring & Evaluation 
(M&E) activities for the planned extension period. The workplan should be based on priority research 
questions and contain clear deliverables, cost control mechanisms, a process for making amendments 
during the period and quality assurance processes. Plans in place by June 2020. 
 
Recommendation 6: BEIS to ensure the updated M&E plan captures UKCI’s longer-term outcomes, 
delivers clear recommendations and ensure regular reflection points to respond to lessons 
learned/changing circumstances. Plans in place by June 2020.  
 
Recommendation 7: BEIS to develop a methodology (KPI 15 Methodology) which outlines how the 
programme’s likely transformational impact can be monitored. Methodology complete by June 2020.  
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A. Introduction and Context (1 page) 
 

Link to Business 
Case:  

https://aidstream.org/files/documents/UKCI-business-case-2018-01-
15-20180308030342.pdf 

Link to Log frame:  N/A 

Link to previous 
Annual Review (if 
appropriate) 

https://aidstream.org/files/documents/UKCI-2018-Annual-Review-
20190304090353.pdf 

 
Outline of the programme 
 
UK Climate Investments (UKCI) is a joint venture between the Green Investment Group, now part of 
Macquarie, and the UK Government Department for Business, Energy and Industrial Strategy (BEIS). 
UKCI invests in renewable energy and energy efficiency projects across sub-Saharan Africa and India to 
demonstrate that low carbon development is possible, replicable at scale, commercially viable and 
capable of lowering carbon emissions and supporting economic growth. The fund (£200m of UK 
International Climate Finance) provides late-stage minority equity investments on a commercial basis to 
get projects off the ground that would not otherwise reach financial close. UKCI delivers development 
outcomes consistent with the conditions of UK Overseas Development Assistance.  
 
UKCI was originally set up as a three-year joint venture (2015-2018) with the Green Investment Bank 
(GIB). Since the privatisation of the Green Investment Bank and its acquisition by the Macquarie Group 
in September 2017, BEIS has extended the investment period to November 2020 to account for the 
delays resulting from the privatisation and realise the pipeline of expected results. The decision to extend 
the investment period is discussed further in Section D.  
 

B: PERFORMANCE AND CONCLUSIONS (1-2 pages) 
 
Three new investments were completed during this reporting period, Project Dazzle, Apollo and Oslo. 
This takes the cumulative number of UKCI investments to five. Table 1 below provides a summary of 
each investment. Project Dazzle, Apollo and Oslo are explained in more details in the scoring for Output 
1.  
 
Table 1: UKCI Committed Investments – Summary  
 

Committed Investments Country Deal 
Completion1 

Date 

UKCI 
Investment 

Total 
Project 
Value 

 

Committed Investments within 2016/17 reporting period 

1. Bolt: 50MW utility-scale solar project in India in 
partnership with Lightsource BP UK, which helps 
facilitate their first investment in India.   

India August 2017 £5m £35m 

 

Committed Investments within 2017/18 reporting period 

2. Lakeside: A cornerstone investment in India’s first 
unlisted renewable Yield Company (YieldCo2) for 
international investors. This would allow 
developers to refinance their operating assets and 
release capital to build more renewable projects. 

India August 2018 £32.5m £132m 

 

Committed Investments within 2018/19 reporting period 

 
1 Deal completion date is the date that UKCI signs the investment contract or agreement with other counterparties. This is not 
always the same as construction dates, dependent on the investment. Deals could be signed subject to further conditions being 
met later. Only when all conditions are met finance would commence. 
2 A YieldCo is an equity fund structured to acquire operating assets that generate stable revenue, which by doing so release 
capital for developers to finance further renewable energy projects. 
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3. Dazzle: A cornerstone investment in the first 
listed renewable YieldCo on the continent. This 
would introduce a new renewable asset class to 
the capital market.  

South 
Africa 

December 
2018 

£28m £113m 

4. Apollo: An investment in a company to develop a 
nationwide network of solar farms for commercial 
and industrial clients across India. The combined 
debt and equity are expected to add an additional 
424MW of generation capacity. 

India April 2019 £31m £178m 

5. Oslo: An innovative funding structure to enable a 
Black Economic Empowerment (BEE) party to 
participate in the financing of two wind projects 
and one hydro (total generation capacity = 
258MW).  

South 
Africa 

August 2019 £14m £168m 

 
Annual outcome assessment  
 
UKCI is not achieving the outcomes expected at this point in this programme. This is attributable to the 
delays in deal completion in earlier years, the effects of which are still being felt in this Annual Review 
when comparing to the modelled target expectations, and the inability for the UK to attribute emission 
savings from investments in YieldCos. More details below.   
 
Outcome 1.1: Net Change in Greenhouse Gas Emissions (tCO2e) – tonnes of GHG emissions reduced 
or avoided by UK Climate Investments portfolio (ICF KPI 6) (in-year) 
 
Target (in-year): 2.7million tCO2e 
Achieved (in-year): 0.05 million tCO2e 
 
Project Bolt avoided 0.08 mtCO2e (gross of additionality) and 0.04 mtCO2e (net of additionality) during 
this reporting year. Project Apollo avoided 0.015 mtCO2e (gross) and 0.007 mtCO2e (net of 
additionality). The emissions avoided from Project Dazzle and Oslo are not included as they did not 
become operational within this reporting period. Although not directly attributable to UKCI funding, the 
solar assets underlying Project Lakeside avoided 0.3 mtCO2e (gross) and 0.2 mtCO2e (net of 
additionality) over the same period. 
 
The reasons for not meeting this target are:  
 
1. The Business Case modelling expected more projects to have been operational and therefore 

reduce emissions to a greater extent by the 2019 reporting year3. 
 
2. Non-attributable benefits: UKCI cannot fully attribute the emission savings from investments in 

YieldCos, which form two of the five committed UKCI investments to date. This is because a YieldCo 
includes a range of pre-existing assets which cannot be counted as UK results. Additionally, current 
ICF reporting methodologies do not allow the UK to claim the indirect emission savings from projects 
which are developed as a result of the finance recycled by a YieldCo.  

 
Outcome 2.1: Total number of direct jobs created by UK Climate Investments projects (ICF KPI 5) (in-
year) 
 
Target (in-year): 1793 
Achieved (in-year): 32 
 

 
3 The model expected UKCI to have made more investments in earlier years, and  that by 2019 would become operational 
factoring in construction build time and finance delays. Therefore, the effects of UKCI’s under-performance in earlier periods 
remain reflected in this year’s results for outcome 1.1. The benefits of the investments committed in 2019 are expected to be 
realised in later reporting years. 
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UKCI created 32 full-time equivalent jobs in this reporting period (net of additionality). In gross-terms, 
UKCI created 64 full-time equivalent jobs over this reporting period. Project Bolt supported 12 jobs in 
operations and maintenance4. UKCI’s support for Project Apollo created 51 jobs, of which included 40 
company employees and 11 contractors.  
 
The solar assets underlying Project Lakeside continue to employ 276 full-time equivalent employees. 
However, as these assets are pre-existing, they cannot count towards UKCI results.  
 
The target of this outcome is not met for the same reasons outlined in Outcome 1.1 above. 
 
Outcome 3.1: Average (expected) Internal Rate of Return (IRR) to each UKCI investment (e.g. projects 
that reach commissioning stage) (IRR calculated in GBP) (in-year) 
 
Target (in-year): 8%  
 
The weighted average Internal Rate of Return for the UKCI portfolio (i.e. all 5 investments) is broadly in 
line with expectations in GBP terms. The IRR is a key commercial metric reviewed by the UKCI 
Investment Committee and is considered acceptable. The South African investments (Dazzle and Oslo) 
have lower IRRs in GBP terms than Indian investments (Bolt, Lakeside and Apollo) possibly due to 
differences in the level of uncertainty about expected future exchange rates for the South African Rand 
and the Indian Rupee versus Sterling.  
 
UKCI is already receiving financial returns from Project Lakeside, showing early sign of the commercial 
benefits being delivered as expected by generating returns throughout 2019 (see more details in Section 
E). UKCI expects to receive more returns as more assets become operational or through potential asset 
sales. As such, the BEIS programme team has been working closely with BEIS Finance to find the most 
appropriate accounting treatment to manage this 
 
Recommendation 1: BEIS to agree a process for managing financial returns from UKCI investments. 
Plans agreed by June 2020.  
 
Outcome 3.2: Average speed of implementation between project conceptualisation and project 
implementation (in-year) 
 
Target (in-year): 9 months 
Achieved (in-year): 13 months 
 
The average speed of implementation is slower than expected. However, this target was calculated on 
the basis of the UKCI initial portfolio which included smaller investments and those with no comparable 
construction time (e.g. YieldCos). The target setting methodology will be improved for the next reporting 
period.  
 
Project Apollo took 14 months to complete due to a lengthy origination process. Macquarie waited until 
all intermittent interest from other financiers rescinded and the project had a strong additionality case. 
From this point onwards, the deal was completed within 6 months.  
 
Project Oslo was presented to the Investment Committee as a white paper (the paper which sets out the 
initial concept and investment rationale) in July 2018. The project was signed in August 2019. The 
completion took slightly longer than expected due to the time needed for a key counterparty to agree to 
the final governance arrangements. The completion of Project Dazzle took 13 months, reflecting time 
taken in informal market testing by the local partner (with UKCI support) and legal and operational 
design complexity for a first of a kind listed vehicle.   

 
4 For Project Bolt, the company responsible for development, asset management and operations has established a permanent 
operations and maintenance team to oversee this project and its wider portfolio. Indirect job creation has been supported 
through the supply of affordable and reliable electricity to local businesses and emerging enterprises.  
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Overall output score and description 
 
UKCI scored a B for this Annual Review i.e. outputs have moderately not met expectations. However, 
even though this is the programme’s fourth overall B scoring, there has been a significant improvement 
in delivery over the last year.  
 
Progress against Output 1 is on-track. This reflects Macquarie’s engagement in promotional activities 
and the increased online interest in UKCI following the announcement of new deals. Progress against 
Output 2 is moderately behind expectations, a reflection of the slower than expected completion of 
investments and the associated mobilisation of private and public finance. Progress against Output 3 is 
slightly off-track. This reflects slower than expected completion of energy efficiency projects and the 
installation of new generation capacity. 
 
Key actions 
 
See recommendations captured beneath each Output score. 
 
Has the logframe been updated since the last review? 
 
BEIS conducted a thorough review of the UKCI logframe. The new logframe will apply to the next 
reporting period (December 2019 – November 2020). As ICF and general project management best 
practice discourages changes to logframe in the same reporting period, this Annual Review measures 
progress against the logframe used for the 2017/18 reporting period.  
 
The main changes to the new logframe include:  
 

• Alignment with the revised Theory of Change (see Section D).  

• Ensuring the outputs capture the tangible results expected from each activity, rather than the activity 
itself e.g. number of origination meetings  

• Ensuring the outcomes capture UKCI’s main objectives and are verifiable e.g. the commercial 
viability of UKCI investments.  

• Ensuring the impact statement accurately defines the overall transformational change the 
programme is seeking to achieve e.g. the replication of investment in clean energy projects.   

 
The new logframe will also include Value for Money indicators. These have already been adopted and 
applied to the Value for Money section of this Annual Review. Additional indicators will be incorporated 
into Macquarie’s reporting obligations to track issues beyond the specific aims of the project and/or those 
beyond Macquarie’s direct control. These include:   
 

• The indirect emission savings from projects developed with recycled finance from UKCI’s original 
investment e.g. through YieldCo-type deals. 

• The indirect finance mobilised with recycled finance from UKCI’s original investment. 

• The number of new policies or procedures introduced by investee companies which commit to 
responsible business practices; improved environment, safety and health policy; and gender equality 
initiatives. 

 
The updated logframe should include stretching yet realistic results targets for the planned cost 
extension period. This is expected to be based on the substantial modelling work already conducted to 
update the results targets to reflect the type and scale of investments included in the current and 
prospective UKCI portfolio.  
 
Recommendation 2: BEIS to set stretching yet realistic logframe targets for the planned extension period 
based on the current and projected UKCI portfolio. To be completed by June 2020. 
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C: DETAILED OUTPUT SCORING (1-2 pages per output) 
 

Output 
Title  

Strong international network established (for both deal origination and 
effective dissemination) 
 

Output number per LF 1 Output Score  A 

Risk rating (Minor, 
Moderate, Major or 
Severe)   

Major Impact weighting (%): 20% 

Risk revised since last 
AR?  

No. Impact weighting % revised since 
last AR?  

No. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Output Indicator 1.1. Number of people accessing information from UKCI's website 
 
Progress against this indicator has exceeded expectations. The UKCI website received 14,321 unique hits 
during this reporting period, a 129% increase on 2018. This uptake reflects a redesign of the UKCI website 
completed during the period, additional promotion of UKCI activity on social media, and interest in new 
deal announcements, specifically Project Dazzle and Apollo. Approximately 39.5% of visits were from the 
UK, 10.5% from the US, 9.5% from India, 2.5% from Australia, 2.5 % from France, 4% from South Africa 
and 31.5% from other countries. 
 
The announcement of Project Dazzle in January 2019 received 2,102 unique hits and Project Apollo 
(April 2019) received 2,154. Existing deals also received sustained interest with the Project Lakeside 
media release viewed 1,187 times and Project Bolt announcements visited 1,927 times.     
 
The Project Apollo media released received international news coverage (including pick-up by 
Bloomberg and Reuters), was featured in seven infrastructure and renewables trade magazines and 
covered in four business publications. The investment received coverage in 19 domestic press editions 
including the Economic Times and Financial Express. The investment was also announced by UKCI and 
CleanMax solar (the investee business) in a press briefing with select journalists in Mumbai.   
 

Indicator(s) Milestones from 
Logframe 

Progress  

1.1. Number of people accessing 
information from UKCI's website 
on the international pilot 
disaggregated by geography (in-
year) 
 

7,000 (in-year) Surpassed 
14,321 (in-year) 

1.2. Number of project origination 
meetings with stakeholders 
(potential project investors or 
project developers) (in-year) 
 

300 (in-year) Achieved 
297 (in-year) 

1.3. Number of meetings with 
stakeholders promoting UKCI (in-
year) 

14 (in-year) Surpassed 
27 (in-year) 

1.4. Number of projects in the 
pipeline that reach Investment 
Committee at red paper stage (in-
year) 
 

6 (in-year) Not achieved 
2 (in-year) 
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The announcement of new deals has also received the attention of international media and industry 
press. The Project Dazzle announcement was picked up by Reuters and a number of infrastructure trade 
publications. The announcement garnered ~6,000 impressions [as of January 2019] via the UKCI Twitter 
and LinkedIn accounts.   
 
These results indicate that deal-driven media motivates a greater level of international media recognition 
of UKCI. This is expected to continue as new investments complete, existing investments deliver further 
results and UKCI cements its market presence over time.  
 
Output Indicator 1.2. Number of project origination meetings with stakeholders 
 
Project origination meetings can be defined as meetings where the primary objective is to identify and 
scope new project concepts until both partners agree to move ahead with the idea. Progress against this 
indicator is broadly in-line with expectations. Macquarie held 297 meetings with potential co-investors, 
lenders, developers and sponsors. Missions to India, South Africa, Kenya and Senegal have been 
supplemented with calls and virtual meetings from London.  
 
The 17% decline from 2017/18 reflects a slow-down in origination meetings as Macquarie have diminishing 
need for new investment leads. Macquarie have established an investment pipeline of 21 projects totalling 
£530m and therefore have sufficient investment prospects to pursue with the programme’s remaining time 
and resources.  
 
Output Indicator 1.3. Number of meetings with stakeholders promoting UKCI 
 
Promotional meetings can be defined as formal opportunities to spread awareness of the programme’s 
aims/objectives, business model, portfolio and lessons learned. Progress against this indicator has 
surpassed expectations. Macquarie participated in 27 meetings, sector-specific events and external 
facing engagements to promote UKCI. This marks a 50% increase relative to 2017/18. The increase 
reflects a sustained commitment to promotional efforts and the greater opportunities to do so as more 
deals are signed.   
 
Output Indicator 1.4. Number of projects in the pipeline that reach Investment Committee at red 
paper stage 
 
The indicator aims to measure the level of positive deal origination activity by recording the number of 
deals which advance beyond the preliminary investment concept (white paper) stage. Red paper, the 
stage after white paper approval, set out more evidence for the Investment Committee to conduct a more 
serious appraisal as it contains more in-depth analysis of the transaction structure, investment returns 
and development impact, thereby providing an adequate marker of deal origination.  
 
Progress against this indicator is behind expectations. Two projects were presented to the UKCI 
Investment Committee at red paper stage over this reporting period, Project Bergen and Project Kijani 
(presented in May and July 2019 respectively). Like output indicator 1.2, this reflects a natural slow-down 
in origination activity as more investments reaching advanced stage of origination would mean existing 
funding is likely to be fully committed and therefore become insufficient to finance newer projects in the 
healthy UKCI investment pipeline.  
 
For instance, five deals worth £132m5 were approved at green paper stage over this period. Factoring in 
existing commitments (£37.5m) and operating costs (including management fee), this would leave just 
~£10m remaining from the original £200m. This would fund one small-medium sized investment from the 
existing pipeline of 21 projects.   
 
 

 
5 This included Project Alpha which has since been cancelled.  
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Output 
Title  

Private and public investment mobilised directly by UK Climate Investments 
fund 
 

Output number per LF 2 Output Score  B 

Risk rating (Minor, 
Moderate, Major or 
Severe)   

Major Impact weighting (%): 50% 

Risk revised since last 
AR?  

No. Impact weighting % revised since 
last AR?  

No. 

 

 
Output Indicator 2.1: Number of investments completed by the fund 
 
Performance against this indicator is moderately behind expectations. The target for this reporting period 
was based on Macquarie’s 12-month Delivery Plan (presented to the Board in December 2018). This 
forecast the completion of at least five deals between December 2018 and November 2019.  
 
Macquarie signed three investments within this reporting period, taking the total number of investments 
to five. This is also behind the seven cumulative number of investments expected at this point in the 
programme. Table 1 above provides a summary of all committed investments to date.  
 
The three investments completed within this reporting year include:  

 
6 These are the investments UKCI committed to by contractual obligations (signing of agreement) subject to certain minor 
conditions being met. This is not always the same as financial closure (or disbursements) which could come later, dependent on 
how the investment is structured. 
7 This the volume fund committed to investments in-year, consistent with output 2.1. The portion of fund committed would 
become unavailable for other investments even if they are not immediately disbursed to projects.  

Indicator(s) Milestones from Logframe Progress  

2.1. Number of investments 
completed6 by the fund (in-
year) 

5 (in-year) Not achieved 
3 (in-year) 
5 (cumulative) 

2.2. Volume of capital 
invested7 by the fund (in-
year) 

£125m (in-year) Not achieved 
£73.4m (in-year) 
£110.9m (cumulative) 

2.3. Volume of public finance 
mobilised for climate change 
purposes as a result of UK 
Climate Investments portfolio 
(ICF KPI 11) (in-year) 
 

£43m (gross, in-year) Not achieved 
£0 (gross, in-year) 
£0 (cumulative) 

2.4. Volume of private 
finance mobilised for climate 
change purposes as a result 
of UK Climate Investments 
portfolio (ICF KPI 12) (in-
year) 
 

£221m (gross, in-year) Not achieved 
£35m (in-year) 
£175m (cumulative) 

2.5. Number of private and 
public sector investors 
across UK Climate 
Investments portfolio (in-
year) 

9 (in-year)  Not achieved 
2 (in-year) 
6 (cumulative) 
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i) Project Dazzle:  The first renewable YieldCo8 in South Africa expected to be listed on the 
Johannesburg Stock Exchange.  

ii) Project Apollo: The construction of rooftop and ground-mounted solar power for Indian commercial 
and industrial customers, providing clean electricity at cheaper than grid prices. 

iii) Project Oslo: This investment enables a local Black Economic Empowerment developer to 
participate in the construction of two wind projects and one small-scale hydro project in South Africa.   

 
It should be noted that, despite not meeting the headline target, Macquarie have made substantial 
progress in deal development since the previous Annual Review. The year saw the completion of UKCI’s 
first investments in South Africa, a market where UKCI struggled to find addressable deals in earlier 
years.  
 
During this reporting period, five investments reached green paper stage9 and were approved by the 
UKCI Investment Committee based on their commercial standings. Of the five, three were signed in the 
same period (Project Dazzle, Apollo and Oslo). Project Oslo took longer to close than expected following 
delays incurred by Eskom (the South African state-owned utility) regarding one of the underlying wind 
projects. The two remaining investments were Project Alpha (a £29m investment in a 300MW onshore 
wind farm in Gujarat, India) and Project Kijani (a £30m investment in a low-carbon affordable housing 
fund in Kenya).  
 
Following sustained efforts from Macquarie, the prospect of investing in Project Alpha was cancelled in 
November 2019. This was due to heightened commercial risks following the bankruptcy of the European 
turbine supplier and delays incurred by ongoing land lease issues with the Indian State Authority. Project 
Kijani successfully proceeded to deal signing in Jan 2020.  
 
Underperformance against this indicator has therefore been strongly influenced by market and political 
conditions in India and South Africa, matters beyond the direct control of Macquarie. Uncertainties 
regarding the organisational restructuring and financial position of Eskom, a key counterparty in all South 
African energy projects, caused significant delays to all UKCI investments in South Africa. The Deal 
Team made huge efforts to progress decisions during this period through bilateral meetings with Eskom, 
the Development Bank of South Africa (a key partner in relations with Eskom) and via the British High 
Commission in Pretoria. Investment prospects in India have also slowed, a result of the country’s debt 
liquidity crisis and broader economic slowdown, undersubscribed renewable auctions, low reserve tariffs 
and ongoing land issues.  
  
BEIS expects Macquarie to capitalise the near-term project pipeline and invest all remaining funds by Q2 
2020. The expected completion of Project Bergen, a concentrated solar power plant South Africa, by 
June 2020, would deliver this. This is in addition to the completion of Project Kijani, which closed outside 
of this reporting period in January 2020. BEIS also expects Macquarie to build a more diverse portfolio 
by completing investments in eligible geographies outside South Africa and India. This will test the UKCI 
model against a greater diversity of projects, contexts and less developed markets.  
 
Recommendation 3: BEIS to introduce logframe indicators to measure the number of investments 
completed outside India and South Africa by April 2020.  
 
Output Indicator 2.2: Volume of capital invested by the fund   
 
Progress against this indicator is moderately behind expectations. In this reporting period UKCI 
committed to invest a total of £73m into Project Dazzle, Apollo and Oslo collectively. Of the three 
projects, £31.2m of funding was disbursed into Project Apollo. The target for this reporting period was 

 
8 A YieldCo (yield company) is a fund that will buy renewable operating assets (e.g. solar and wind farms) from developers. The 
shareholders of the fund will receive a ‘yield’ or income from the assets when they generate electricity. The developers will get 
their capital back which can be reused to develop more renewable projects. 
9 This is the final stage of investment origination, negotiation and execution, where all key terms would have been agreed with 
counterparties and approval is sought from the Investment Committee to execute the investment.  
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based on Macquarie’s 12-month Delivery Plan presented to the Board in December 2018. This forecast 
~£73m of investments by the end of May 2019 and £125m by the end of November 2019.  
 
The deployment of capital has been slower than expected due to challenging market conditions in India 
and South Africa, as summarised under Output Indicator 2.1. Funding for Project Dazzle and Oslo was 
postponed as the challenges facing Eskom reduced investor confidence and delayed new projects. 
Positive developments at Eskom10 have since enabled the first disbursement for Project Oslo (in January 
2020). Further disbursements for Project Dazzle are expected in the first half of 2020. 
 
Output Indicator 2.3: Volume of public finance mobilised    
 
No public finance was mobilised for any investments made during this reporting period. However, this is 
because they were made on commercial or near-commercial terms and had no need for public 
assistance. This is expected in more mature markets such as India and South Africa. BEIS expects 
public finance to be expected as UKCI diversifies into less established markets.    
 
Output Indicator 2.4. Volume of private finance mobilised for climate change purposes as a result 
of UK Climate Investments portfolio  
 
Progress against this indicator has not met expectations. This is primarily due to the specific financial 
structure of some transactions and the time taken for projects to progress from deal-signing to financial 
closure. Some projects may reach financial close (the point at which finance is mobilised) after the 
investment has been committed. As Project Dazzle and Oslo were signed but did not reach financial close 
within this reporting period, the amount of finance mobilised will be captured in the next Annual Review.   
 
An explanation of the private finance mobilised for the three investments made within this reporting period 
is provided below.  
 
Project Apollo 
 
Project Apollo involved UKCI investing in CleanMax Solar, one of India’s largest providers of rooftop solar 
for commercial and industrial customers. The equity provided by UKCI mobilised further private finance to 
support the installation of approximately 424MW (UK attributed) of renewable generation (to be rolled-out 
over the next few years). UKCI was the only equity investor as other potential equity investors could not 
provide funding on the timescale required. The private finance mobilised was therefore debt (provided by 
two Indian infrastructure funds), rather than equity. 
 
Project Apollo is expected to mobilise approximately £147m11 of debt finance (attributable to the UK). 
However, as this is due to happen in future fundraising rounds and is not guaranteed, BEIS has calculated 
the private finance mobilised according to level of construction progress. As such, only £35m of debt 
finance is attributable in this reporting period12.  
 
Project Oslo  
 
Project Oslo reached financial close in December 2019 so the finance mobilised will be reported in the 
next Annual Review (2019/20). 
 
Project Dazzle 
 
Project Dazzle is the first African renewable YieldCo and is expected to raise a total of two billion South 
African Rands (equivalent to c.£113million). UKCI and Investec have each committed to invest around 
£28m13 with the aim of crowding in finance from other private and institutional investors. Once listed, further 

 
10 Eskom has recently appointed a new permanent CEO. This should facilitate decision making.  
11 This is 79% out of total debt based on 424MW out of 540MW to be built being attributable to the UK. 
12 This supports 29MW of installation capacity as per Output 3. 
13 Final settled amount subject to change due to currency fluctuation. 
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finance is expected to be mobilised. However, the South African general election in May 2019 and 
subsequent dip in invest confidence meant fundraising rounds were delayed. This was also impacted by 
the challenges facing Eskom described under Output Indicator 2.1. Project Dazzle is expected to be listed 
on the Johannesburg Stock Exchange in the first half of 2020. The finance mobilised will be captured in 
the next reporting period. 
 
Output Indicator 2.5. Number of private and public sector investors across the UK Climate 
Investments portfolio 
 
Progress against this indicator is behind expectations due to the delays to financial closure (and hence 
mobilisation of additional finance) for Project Dazzle and Oslo. Project Apollo has mobilised two private 
sector investors, both Indian infrastructure debt funds. This is in-line with expectations on a per-deal 
basis.  
 

Output 
Title  

Renewable energy and energy efficiency measures are installed 

Output number per LF 3 Output Score  B 

Risk rating (Minor, 
Moderate, Major or 
Severe)   

Major Impact weighting (%): 30% 

Risk revised since last 
AR?  

No. Impact weighting % revised since 
last AR?  

No. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Output Indicator 3.1: Level of installed capacity (MW) 
 
Progress against this indicator is moderately behind expectations. Progress is off-track due to the limited 
number of completed deals that directly support new clean energy capacity. Of the five committed 
investments to-date, only Project Bolt, Apollo and Oslo contribute to this indicator. Project Bolt completed 
all installation in 2018. Once built, Project Apollo is expected to install 540MW (424MW in UK attributed 
terms) and Project Oslo is expected to contribute 258MW. Project Dazzle and Project Lakeside indirectly 
support new generation capacity through the refinancing of existing assets.  
 
Performance against this indicator is expected to improve over the 2019/20 reporting period as the 
construction of Project Oslo and Apollo progresses.   
 
Output Indicator 3.2: Electricity demand reduction (MWh) 
 
No energy efficiency projects were completed during this reporting period. Progress is therefore behind 
expectations.  
 

Indicator(s) Milestones from 
Logframe 

Progress  

Level of installed capacity of 
clean energy as a result of 
UKCI investment in the 
project (MW) (ICF KPI 7) (in-
year) 
 

137 MW (in-year) Not achieved 
29MW (in-year) 
79MW (cumulative) 

Electricity demand reduction 
(MWh) resulting from UKCI 
Energy Efficiency projects 
(ICF KPI 16) (in-year) 

5.1 MWh (in-year) Not achieved 
0 MWh (in-year) 
0 MWh (cumulative) 



   
 

14 
 

Completing investments in energy efficiency projects has been challenging as opportunities have tended 
to be limited, complex and commercially unattractive. The UKCI Business Case recognises that 
investments in energy efficiency projects are traditionally more complicated. Common challenges, 
particularly in nascent markets in sub-Saharan Africa, include high upfront capital costs, low energy 
prices, long payback periods and a lack of adequate policies and investment frameworks.  
 
Macquarie have developed a pipeline of energy efficiency and fossil fuel displacement projects spanning 
waste-to-energy, green buildings and low-emission vehicles. These projects have been presented to the 
UKCI Investment Committee but have been slower to progress due to financial and legal issues. For 
example, a white paper for Project Alchemy (a leasing vehicle for electric buses in India) was presented 
to the Investment Committee in September 2018. Macquarie subsequently withdrew UKCI’s interest in the 
project due to potential reputational risks.  
 
UKCI completed its investment in Project Kijani (a £30m investment in an affordable energy efficiency 
housing fund in Kenya) in January 2020. The fund is expected to construct up to 10,000 housing units in 
its first phase in line with the International Finance Corporation (IFC) green building standards (EDGE). 
The associated energy efficiency savings will be reported in subsequent Annual Reviews.  
 
Key Points 
 
The key points arising from the scoring of Output 1-3 include:  
 

• UKCI has committed to invest in three projects with strong transformative potential. Despite missing 
headline targets, there has been a sustained improvement in deal development. Two other investments 
were expected to complete during this reporting period but have been delayed or cancelled following 
unexpected market changes in India and South Africa.  

• The delays to deal completion and the limited ability to attribute results from YieldCos has reduced the 
volume of other results i.e. MW installed and private finance mobilised.  

• Macquarie have continued to engage in efforts to promote UKCI. Opportunities to do so have increased 
as more deals have been signed.  

• The pace of new origination activities has naturally slowed as Macquarie focuses on capitalising the 
existing project pipeline within the remaining programme duration.  
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D: FUND PERFORMANCE NOT CAPTURED BY OUTPUTS 
 
Governance  
 
Four Board meetings were held during this reporting period (December 2018, March 2019, June 2019, 
September 2019). Standing agenda items include strategy, finance, risk and resourcing.  
 
Time Extension  
 
In November 2019, BEIS decided to extend the UKCI investment period by 12 months from November 
2019 to November 2020, per the provisions of the UKCI Limited Liability Partnership Agreement. The 
extension would enable UKCI to retain its market position, develop the pipeline of investment 
opportunities and continue deal activity until a planned cost extension is approved. The additional time 
would enable UKCI to invest any remaining funds and deliver additional climate results. The leverage of 
private and public finance and installation of new generation capacity are expected to exceed Business 
Case targets. The Business Case for the planned cost extension is in development.  
 
Theory of Change 
 
In April 2019, BEIS commissioned Ipsos MORI to conduct a workshop to review, re-validate and update, 
the UKCI Theory of Change. A Theory of Change provides a description and illustration of how and why 
a programme can expect to achieve its desired outputs, outcomes and impacts. The workshop was 
initiated to confirm the logic, pathways and vison of the programme since the investment focus shifted to 
include novel financial vehicles such as YieldCos and Infrastructure Debt Funds. The workshop 
convened the BEIS programme team, Macquarie, Ipsos MORI evaluation leads and specialist gender 
and finance advisers.  
 
The workshop confirmed that the Theory of Change remains fit for purpose but recommended some 
ways in which the programme could better articulate its transformational change. The workshop defined 
three models through which UKCI exerts its influence. These are:  

 

• Finance model investments - supporting the development of capital markets and financial products to 
crowd in private sector capital e.g. attracting institutional investments through products such as debt 
funds and YieldCos. 

• Business model investments - providing support to accelerate project development and enhance 
affordability. 

• Project model investments - supporting project developers to increase the number of projects they 
are developing and / or expand into new markets. 

 
The BEIS programme team has since used the outputs of the workshop to finalise a revised Theory of 
Change.  
 

E: VALUE FOR MONEY & FINANCIAL PERFORMANCE (1 page) 
 
Key cost drivers and performance  
 
The UKCI key cost drivers include the equity investments in projects, management fees and due 
diligence costs. There is also a small proportion of administrative costs. 
 
Management fees cover the services provided by Macquarie and associated support staff covering legal, 
financial and commercial matters. These upfront costs, although competitive in comparison to the 
market, have been higher than expected relative to the number of investments made.   
 
Due diligence costs fund a range of professional services to scrutinise a target investment’s 
counterparties, their capabilities, assets and performance before a deal closes. These services are 
procured from external specialist providers in line with the standard market practices followed by similar 
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investment vehicles. Due diligence costs are capitalised into the project in the event of a successful deal. 
Where transactions fail, these will be classified as UKCI operating costs. Due diligence costs or deal 
costs are an essential part of identifying and investigating the risks surrounding a potential investment. 
 
 
VfM performance compared to the original VfM proposition in the Business Case  
 
The approach used to assess value for money (VfM) follows the UK Department for International 
Development’s (DFID) 4E model which looks at Economy, Efficiency, Effectiveness and Equity.  
 
Following the recommendation from the previous Annual Review, six VfM indicators have been 
introduced into Macquarie’s reporting obligations:  
 

1. Expected weighted average investment costs per tCO2e directly abated (£/tCO2e) – measured 
across assets’ expected lifetimes. 

2. Expected private leverage ratio – measured across assets’ expected lifetimes. 
3. Weighted average due diligence budget14 as a percentage of invested equity (cumulative 

budgeted costs up to 2019 reporting period). 
4. Share of (in-year) management fee to cumulative investment capital committed (%) 
5. Share of (in-year) aborted deal costs to cumulative investment capital committed (%) 
6. Share of administrative costs to cumulative investment capital committed (%) 

 
These VfM indicators will be discussed across the 4Es and will form the basis of VfM comparison for the 
next Annual Review. 
 
Economy: lowest price for inputs of the required quality 
 
Economy significantly improved in 2018/19 with substantial cost savings whilst the number of investment 
commitments has tripled.  
 
Efficiency: inputs produce outputs of required quality for lowest cost 
 
UKCI’s efficiency in addressing market barriers to get projects off the ground has improved in 2018/9 
due to a higher rate of investment completion. The pace of completion in this reporting year now meets 
the original Business Case expectation of three deals per year over three years (on average), although 
the average time needed for completion has increased.   
 
The UKCI Investment Mandate requires all investments to demonstrate their additionality (as specified 
under Clause 4.1.2 of the UKCI Investment Mandate). Additionality in this context means supporting 
investments with developmental outcomes which cannot obtain finance from private capital markets 
(local or international) at the right terms or volume to reach completion. The verification process requires: 
 
1. Each Investment Entity to complete an additionality letter and an investment appraisal form which 

contains questions on additionality.  
2. A case for additionality is presented at each stage of the UKCI Investment Committee. These are 

scrutinised by the Investment Committee, where BEIS has a representative.  
3. If a project has an ambiguous additionality case, the matter may be escalated to the UKCI Board for 

deliberation.  
 
The UKCI Investment Mandate also imposes criteria to ensure all UKCI investments help overcome 
market barriers. The market barriers being addressed include access to finance, project risks (perceived 
and actual) and project development capabilities. Annex 1 draws on existing investments to illustrate 
how each project tackles a stated market barrier.  

 
14 Due diligence budget is used as a measure as there is often a time lag between reporting timeline and final costs being 
settled. 
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The current portfolio of committed investments is expected to be substantially more efficient in delivering 
project outputs in comparison to Business Case expectations. The current portfolio expects to eventually 
install 658MW15 at £0.2m/MW, significantly more generation capacity at a lower cost in comparison to 
the 365MW at £0.5/MW modelled in the Business Case. Every pound of UKCI investment is expected to 
leverage £5.6 of private finance, more than double the £2 of private finance expected for every £1 of UK 
investment in the Business Case (thereby demonstrating substantial private leverage potential). These 
results are mostly attributable to the new investments made in this reporting period.  
 
No public finance is expected to be mobilised from the existing investments. However, it is possible for 
future investments in more testing markets or technology sectors to do so. The limited need for public 
finance further illustrates the commercial standings of the UKCI portfolio and ability to crowd-in private 
finance.  
  
Effectiveness: outputs achieve outcomes 
 

The total expected UK-attributed carbon savings from the current UKCI portfolio is 11.9 million tCO2e at 
an investment cost of £11/tCO2e (related to £109m of expected UK spend). This falls short of the 
expectation of 31.9million tCO2 at £5.7t/CO2e set in the original Business Case for the full £200m 
funding. As these results are based on £109m of UK investments, further CO2 savings are expected 
when the full £200m is utilised.  
 
The lower expected UK attributed carbon savings relative to the Business Case (in proportional terms for 
spend to date and the higher investment cost of carbon) is partly caused by the inability to attribute the 
CO2 savings from YieldCos as noted in Section B. However, it is also because the economic model 
used for the original Business Case contained more ambitious energy efficiency projects. As noted in 
Output Indicator 3.2, UKCI had yet to complete an energy efficiency project by the end of the 2018/19 
reporting period.  
 
The three investments committed to within this reporting period will be evaluated according to their likely 
contribution to transformational change, as measured by a new Key Performance Indicator 15 
(transformational change) methodology (see Section I). Their wider benefits and potential 
transformational change features include:   
 
Project Dazzle is expected to introduce a new renewable asset class (i.e. YieldCo) to the South African 
capital market allowing local institutional investors the opportunity to invest in green rather than polluting 
assets, whilst facilitating the recycling of finance back into more low-carbon projects. 
 
Project Apollo will help expand a nationwide network of rooftop and ground-mounted on-site solar PV 
farms for Indian business customers, where clean electricity would be provided at below-grid prices. It is 
expected to demonstrate a viable business model for larger scale distributed solar generation. 
 
Project Oslo is an innovative funding structure which will enable a Black Economic Empowerment (BEE) 
party to participate in the financing and development of three renewable projects in South Africa. This 
creates a viable solution for international investors looking to channel finance into the South African 
renewable sector by partnering with BEE developers.  
 
Although not directly measured by the logframe, Project Lakeside has started to demonstrate the 
effectiveness of the YieldCo model in terms of commercial viability. UKCI is expecting to receive stable 
returns from Project Lakeside in coming years.  
 
Equity: results are equitably distributed  
 

 
15 These are UK attributed results not total project benefits. 
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Every UKCI project is designed to benefit poor communities through direct or indirect job creation, 
improved energy access and greenhouse gas emission reductions, which help mitigate the effects of 
climate change that disproportionately impact the poor. These developmental indicators are outlined in 
all Investment Committee papers alongside the relevant Sustainable Development Goals.  
 
Recommendation 4: BEIS and Ipsos MORI to develop additional gender-related equity indicators to be 
incorporated into UKCI’s reporting obligations for the next reporting period. This will include gender 
disaggregation of project-specific employment and, if available, data on gender equality initiatives in 
investee companies. To be completed by July 2020. 
 
Assessment of whether the programme continues to represent value for money 
 
The value for money of UKCI has significantly improved relative to the previous reporting year, a result of 
the increased number of investments and revision to the fee structure. UKCI is slightly behind the VfM 
expectations of the original Business Case in terms of CO2 savings and investment cost/£CO2e. 
However, UKCI is exceeding expectations in terms of private finance leveraged. UKCI is on track to 
improve further given likely deal completions in early 2020.  
 
Quality of financial management 
 
Macquarie adhered to all financial reporting requirements over this reporting period. Financial 
management is a standing agenda item at the quarterly UKCI Board meetings. UKCI accounts, including 
the accounts of all investment-related subsidiaries, are audited by the National Audit Office. The last 
completed financial audit for the UKCI group and its subsidiaries was for the financial year ending March 
2019. The audit outcomes were satisfactory.   
 
Macquarie provides long-range forecasts on investment spend as part of their Annual Delivery Plans and 
monthly forecasts of expected cash drawdowns. The accuracy of the long-range forecast improved over 
this reporting period, although this remains an area where improvement is desirable (five deals were 
forecast and three were realised) compared to the previous reporting period (four deals were forecasted 
deals and only one was realised). It is recognised that precise forecasting of the timing of commercial 
processes involving multiple parties and factors is challenging.       
 
There remains significant variance in the UKCI monthly payment forecasts due to the difficulty in accurately 
predicting the time needed to negotiate and finalise deal terms, accommodate counterparties’ business 
considerations or performance and manage external market conditions. The risks created by this forecast 
variance is described in Section F.  
 
 

Date of last narrative financial report 30th September 2019. 

Date of last audited annual statement 31st March 2019.  

  

 
 
 

F: RISK (½ page) 
 
Overall risk rating: Major. 
 
Overview of programme risk 
 
UKCI’s overall programme risk rating is considered Major. This means that the likelihood of potential 
risks materialising, and the scale of their subsequent impact may prevent the pilot from achieving its 
objectives. Even though the overall risk rating is Major, delivery risks have reduced as more investments 
have been made. The key risks are summarised below.  
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Risk Mitigating Action 

UKCI fails to deliver the 
number and amount of 
investments within the 
timeframe expected by BEIS. 
This would leave resources 
unutilised and headline results 
not delivered. 
 
Risk: Major. 
 

• BEIS required Macquarie to provide investment strategies and a 
business plan to understand market conditions and how they plan 
to meet their delivery objectives.  

• BEIS maintains an overview of performance and closely monitors 
UKCI’s investment origination and development activities via 
weekly meetings and monthly Investment Committee meetings. 

• Macquarie are obliged to formally report against project 
origination and completion targets during the Annual Review 
process.  
 

Macquarie’s inaccurate 
financial forecasting means 
that BEIS cannot disburse 
funds between the months of 
January and March when 
required. This restricts the 
ability to complete deals and 
may negatively impact UKCI’s 
reputation within the industry. 
 
Risk: Moderate 
 

• The BEIS programme team frequently monitors the status of 
expected disbursements through weekly calls with Macquarie. 
This information is adjusted to account for any track-record of 
forecast variance and optimism bias before forecasts are 
submitted to BEIS Finance. 

• The BEIS programme team works closely with BEIS Finance to 
ensure disbursement needs are accounted for in monthly BEIS 
Cash Management forecasts. 

BEIS fails to fully utilise its ICF 
allocation within the Financial 
Year due to UKCI’s inaccurate 
financial forecasts. This could 
mean a portion of the ICF 
budget goes unused and does 
not contribute any climate or 
developmental results. 
 
Risk: Low 
 

• BEIS ICF has built-in flexibility across the wider portfolio to 
reallocate funding to other ICF programmes should UKCI 
forecasts be inaccurate.  

Market or political conditions 
deteriorate in UKCI’s target 
geographies and sectors 
leading to a negative impact 
on the demand for 
investments, resulting in 
incomplete project delivery or 
investment underperformance. 
 
Risk: Major. 
 

• The UKCI Investment Committee assess the commercial risks 
around changing market conditions and political economy and 
draw on the rigorous due diligence and financial analysis UKCI 
performs for each investment. 

• Macquarie closely monitors changes in target markets and 
maintain frequent in-country engagement through its wide-
reaching international network of investors, developers, British 
Embassies and High Commissions as well as local governments.  

• BEIS also monitor market and political conditions and associated 
risks in target geographies through FCO colleagues in British 
Embassies and High Commissions. 

• Conversely, challenging macroeconomic conditions can lead to 
withdrawal of capital from emerging markets and increased 
additionality for UKCI capital. 

UKCI delivers investments that 
fail to meet BEIS’s  
expectations of transformation 
i.e. market leading and 
pioneering investments which 
ensure strong additionality.   

• BEIS’s presence at the Board and Investment Committee brings 
constructive challenge on transformational change and 
additionality at the deal and portfolio level.  

• Investment Committee papers have been refined to provide a 
clearer and more upfront view of how a deal meets additionality 
and transformational change requirements. 
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Risk: Moderate 
 

• BEIS and Macquarie discuss deal and origination activity weekly to 
ensure a shared understanding of transformational and 
additionality objectives.   

UKCI delivers investments 
which have a detrimental 
impact on the local social, 
political, environmental or 
economic context.  
 
Risk: Low 

• UKCI is mandated to make investments that meet IFC 
Performance Standards and guidelines. 

• Macquarie have a robust risk framework that embeds policies to 
uphold high environmental, social and governance standards, 
prevent fraud and bribery, and ensure safeguarding, in all their 
investments. 

• Macquarie also do rigorous due diligence for all UKCI investments. 

• The UKCI Board monitors and reviews the effectiveness of risk 
management tools, policies and the fund’s overall risk appetite.  

• Macquarie maintains contact with British Embassies and High 
Commissions in target geographies for information on the local 
political economy.   

 
Outstanding actions from risk assessment 
 
The UKCI Board is responsible for monitoring and reviewing the effectiveness of UKCI’s risk 
management framework, policies and internal controls. A risk report, detailing project risk assessments 
as well as any risks in relation to UKCI’s and Macquarie’s internal processes and controls, is prepared 
for each UKCI Board Meeting. There are no outstanding actions in this regard.  
 

G: COMMERCIAL CONSIDERATIONS (½ page) 
 
Delivery against planned timeframe 
 
Delivery in terms of investment completion is behind the planned timeframe. However, as mentioned 
previously, the rate of deal closure has significantly improved and is now in line with original Business 
Case expectations. The rationale for the planned cost extension is based on a similar rate of deal 
closure and capital deployment.  
 
Performance of partnership(s) 
 
BEIS and Macquarie continue to build a partnership based on frequent and effective engagement. A 
fixed schedule of weekly meetings allows discussion on the latest deal updates, financial issues and 
governance matters. BEIS and Macquarie Board and Investment Committee representatives have 
continued to engage in constructive challenge. 
 
Macquarie have been responsive to the various recommendations from the 2017/18 Annual Review as 
noted in Section C. This includes making clear progress on originating an energy efficiency project, 
working with BEIS to agree VfM indicators and providing timely results and data returns. More 
information is presented in Section H.  
 
BEIS has substantially increased the volume, frequency and complexity of its information requests to 
support the extension Business Case. Macquarie have been very responsive in allocating staff beyond 
the immediate Macquarie investment leads to support this work.  
 
Macquarie’s financial management is robust in terms of processes and governance arrangements. 
However, the accuracy of Macquarie’s financial forecasts, especially regarding the timing of fund 
disbursements, has not consistently been accurate, this is due to the difficulty in predicting the exact 
timing of the conclusion of commercial processes often involving multiple parties and public authorities.   
This has created challenges for BEIS in terms of managing cashflows and ensuring spend and budget 
alignment. These issues and associated risks are described in more detail in Section E and F. 
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Evaluation contract management and quality assurance 

 
The independent evaluation on UKCI is conducted by an Ipsos MORI-led research consortium under a 
contract won through competitive tender (valued at £970,344 excluding VAT). BEIS is responding to 
lessons learned from its management of the contract to ensure that, throughout the commissioning and 
management of evaluation activities, high value for money and quality assurance standards are 
maintained.  The delivery of evaluation activities has been guided by a workplan agreed between BEIS 
and Ipsos MORI which is updated as and when circumstances or priorities change. This flexibility has 
enabled a responsive research approach. However, BEIS should improve the consistency with which it 
records and agrees these amendments to ensure that the overall clarity of the workplan is retained 
through any change in associated service provision and cost.  
 
Ipsos MORI are required to deliver agreed milestones and compliance requirements before any 
payments are made. The core BEIS programme team assesses the economy of each activity by 
comparing costs against ICF benchmarks and querying the staff time and seniority proposed for each 
task. Ipsos MORI provide a detailed breakdown of the cost of deliverables, including staff time and fees. 
A full review of the Value-for-Money of the Ipsos MORI contract is underway and evaluation products will 
be assessed against the 4Es – Economy, Efficiency, Effectiveness and Equity.  
 
BEIS will update the workplan of M&E activities for the planned extension period and introduce further 
measures to ensure that the evaluation products deliver value for money. The workplan will be based on 
priority research questions and contain clear deliverables, cost control mechanisms and quality 
assurance processes. The plan will capture UKCI’s longer-term outcomes and ensure regular reflection 
points to respond to lessons learned/changing circumstances. There will be clear and agreed processes 
for amending and recording any changes to this workplan (see Recommendation 5 and 6).  
 
Evaluation activities in earlier years looked at programme-level processes and the partnership with the 
fund manager. Delays in deal completion in prior years also led to delays in associated project-level 
evaluation activities. To date, BEIS has incurred a total cost of £432,684 (exc. VAT) for a variety of 
evaluation products and activities. The completed activities include two interim evaluations, four baseline 
project case studies and two market intelligence reports. Half of these products were delivered during 
this reporting period, partly as a result of the improvement in deal completions. These include the 

following products:  
 

• Updated Market Intelligence Report (July 2019): A desk-based review to establish a baseline of 
market and political conditions in UKCI target geographies. 

 

• Project Lakeside Case Study (March 2019): An evaluation of the effectiveness and early signs of 
impact of UKCI’s investment in a YieldCo for renewables in India, Project Lakeside.  

 

• Project Apollo Case Study (July 2019): An evaluation of the effectiveness and early signs of impact 
of UKCI’s investment in a provider of solar power for commercial and industrial client in India, Project 
Apollo. 

 

• Project Dazzle Case Study (July 2019): An evaluation of the effectiveness and early signs of impact 
of UKCI’s investment in a YieldCo for renewables in South Africa, Project Dazzle. 

 

• Theory of Change Workshop (May 2019): A workshop with BEIS, Macquarie and investment, gender 
and development specialists to revalidate the programme’s Theory of Change. Deliverables include 
the workshop design, organisation, participation of specialists and final report.  

 

• Stakeholder Consultations: Interviews with government officials and policy makers, the investment 
community and the Macquarie investment team to inform the 2019 interim evaluation.   
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• Interim Evaluation (April 2019): Interim findings from evaluation activities between July 2018 and 
March 2019 to assess the pilot’s progress towards generating impact and to inform BEIS’s decision 
making on the future of the pilot. See a summary of the findings below.  

 
These reports have been delivered to a publishable standard with minimum revisions required. Reports 
are accessible to a wide audience and do not use excessive jargon. The case studies, interim 
evaluations and market intelligence reports are methodologically robust. They use established 
hypothesis-testing methods and are transparent about the limitations of their analysis and research 
methods. There have been no issues with the timeliness of reporting and Ipsos MORI have consistently 
responded promptly to requests.  
 
The quality of evaluation products has been gauged through peer review by BEIS policy advisers and 
analysts. The quality of delivery to date has been satisfactory. Milestone deliverables (e.g. the interim and 
final impact evaluations) will also be independently quality assured by the DFID managed evaluation 
quality assurance service (EQUALS). Published products require review and final sign-off by the Head of 
International Climate Finance Analysis.  
 
Staff costs were agreed through a competitive process and have been compared with other BEIS 
evaluation contracts; they are broadly in line with other BEIS work. There are some exceptions to this 
such as the extensive use of senior technical experts on case studies and market intelligence reports. 
Such expenditure will require review and clear justification from Ipsos MORI in the agreement of the 
updated workplan under Recommendation 5. This workplan will involve BEIS’s review of all costs, the 
effectiveness of market intelligence reports for decision making and the introduction of a systematic 
quality assurance process.  
 
Ipsos MORI have been unable to interview the full sample of government officials and policy makers 
envisaged during this reporting period. To date, six interviews have been completed (three within this 
reporting period) against a target of 15. This has been due to challenges in identifying, gaining access and 
securing interviews with the relevant government contacts. BEIS and Ipsos MORI have introduced actions 
to help improve the performance of this element e.g. working closely with HMG staff in post to identify 
gatekeepers and key contacts, adopting a snowball sampling method where appropriate (using existing 
study subjects to recruit future subjects) and arranging face-to-face interviews when policy officials are in 
the UK on business. The challenges in delivering these activities will be reflected in the workplan and 
underlying methodologies agreed for the extension period. 
 
Recommendation 5: BEIS to build on lessons learned to update the workplan of M&E activities for the 
planned extension period. The workplan should be based on priority research questions and contain 
clear deliverables, cost control mechanisms, a process for making amendments during the period and 
quality assurance processes. Plans in place by June 2020. 
 
Asset monitoring and control  
 
UKCI asset management will be guided by the Macquarie group’s asset management methodologies 
and risk management frameworks. Asset monitoring is a standing item for discussion at the Board and 
Investment Committee. This will become a more material proportion of Macquarie’s time as projects 
mature. BEIS is planning to conduct site visits in 2020 to verify the performance of UKCI projects and 
solicit feedback from co-investors, developers, local policy officials and relevant beneficiaries.  
 
The overall value for money had substantively improved within this reporting period in comparison to 
previous periods. Please refer to Section E above for detailed VfM assessment in accordance to the 4E 
model supported by the newly introduced VfM indicators. 
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H: MONITORING & EVALUATION (½ page) 
 
Evidence and evaluation 
 
Summary of evaluation progress: 
 
The UKCI independent evaluation is led by Ipsos MORI, the contracted research provider. BEIS and 
Ipsos MORI have been working against an agreed workplan of evaluation activities to test the success of 
the programme and the delivery process on an ongoing basis. As noted in Section H, BEIS intends to 
make improvements in this area, building on lessons learned to date.  BEIS will introduce measures to 
improve how evaluation activities are agreed, quality assured, and costs controlled, and to ensure that 
any amendments to the workplan are recorded, to ensure that the clarity of the workplan is maintained.  
Evaluation activities include project case studies, market assessments and interim impact evaluations 
supported by consultations with policy officials and the investment community. These evaluation 
activities help monitor progress against programme objectives and key lessons are reported to the UKCI 
Board to inform the pilot’s strategic direction. The objectives and scope of evaluation activities will need 
to be updated for the planned extension period with clear deliverables and means of assuring value for 
money (see Recommendation 5).  
 
Summary of 2019 UKCI Interim Report: 
 
Ipsos MORI undertook the second UKCI interim evaluation in 2019, covering the period from July 2018 
to March 2019. This involved a combination of secondary analysis (observations of the UKCI Board and 
IC and review of accompanying materials) and stakeholder consultation (qualitative interviews with 
representatives from successful deals, investors and in-country policy leads). The study sought to 
establish an evidence base for UKCI’s early impact rather than assess the UKCI delivery model.  
 
The study found that, while there remains a continuing need for a vehicle such as UKCI, its additionality 
and transformative potential is greatest when investing in novel technologies and innovative financial 
mechanisms. This particularly relates to when UKCI is operating in more established markets such as 
India and South Africa. The UKCI portfolio and pipeline have since shifted in this direction with the 
inclusion of YieldCos, debt funds and novel technologies (such as electric vehicles and floating solar).  
The report also highlighted the potentially transformational impacts of UKCI’s first two projects, Project 
Bolt and Project Lakeside. The study found evidence that UKCI’s involvement on Project Bolt resulted in 
adherence to higher environmental and social standards and raised the capacity of counterparts in India.  
 
The study confirmed the additionality of UKCI’s investment in Project Lakeside and found early evidence 
to suggest that the investment is stimulating additional renewable energy capacity. It was considered too 
soon to determine the extent to which results have been disseminated and whether there is interest in 
replicating the concept across the region. BEIS will need to ensure there are robust evaluation practices 
in place to capture these longer-term outcomes, deliver recommendations and guarantee regular 
opportunities to respond to the evidence generated by the programme.   
 
An insight to date has been the difficulty in identifying appropriate investments in less established 
markets outside of India and South Africa. This has been supported by the market intelligence reports 
produced by Ipsos MORI. The limited pool of eligible projects has been found to be influenced by:  
 

• The number of project promoters and sponsors, their capacity and appetite for risk 

• The institutional, legal and regulatory context of the target market 

• The capacity and capability of target market institutions  

• Technical factors such as land issues and grid network resilience  
• The commercials of the target market including financing, contracting and affordability 
 
BEIS will use this information to ensure UKCI is maximising opportunities for transformational change by 
targeting the most appropriate projects and market segments in each target geography.   
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Recommendation 6: BEIS to ensure the updated M&E plan captures UKCI’s longer-term outcomes, 
delivers clear recommendations and ensures regular reflection points to respond to lessons 
learned/changing circumstances. Plans in place by June 2020.  
 
Monitoring progress throughout the review period  
 
BEIS monitors progress against logframe milestones on a continuous basis. Results are collected and 
formally quality assured at least annually. BEIS monitors progress against previous Annual Review 
recommendations and the latest deal activity through weekly calls with Macquarie. This regular 
communication should continue.  
 
BEIS maintains close oversight of the type, size and structure of deals being progressed through its 
presence on the Investment Committee. BEIS oversees the strategic direction, development and 
execution of the pilot by chairing and participating in the UKCI Board.   
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I: TRANSFORMATIONAL CHANGE (½ page) 
 
Rating  
 
There is currently insufficient evidence to assess the likelihood of transformational impact due to the 
limited number of investments. Three investments were signed within this reporting period (Project 
Apollo, Dazzle and Oslo), of which only Project Apollo is operational. Project Oslo is a greenfield 
investment so will require construction over several years. Project Dazzle has not yet been listed on the 
Johannesburg Stock Exchange. The pilot is therefore rated “1 – no evidence yet available”. The 2019 
Interim Evaluation predicts that these investments should drive transformational change (e.g. through the 
YieldCo investment structure), although there is so far no robust evidence of this.  
 

0 Transformation judged unlikely 

1 No evidence yet available - too soon to revise assessment in Business Case 

2 Some early evidence suggests Transformation likely 

3 Tentative evidence of change – transformation judged likely  

4 Clear evidence of change - transformation judged very likely 

 
Evidence and evaluation 
 
Every investment presented to the Investment Committee is scored against the transformational change 
criteria as set out in the Compass KPI 15 methodology note16. The independent external evaluation will 
conduct a detailed assessment of transformational change through a review of the transformational 
potential of the entire fund, alongside in-depth case studies of completed deals. Evaluation activity is 
now ongoing and includes stakeholder interviews, site visits, documentation reviews and the 
development of project-level theories of change.  
 
In this reporting period, concrete steps have been taken to improve the KPI 15 methodology. The KPI 15 
criteria have been narrowed to include only those considered most relevant to the programme, namely: 
innovation; leverage/create incentives for others to act; replicability; political will and local ownership. 
Furthermore, a workshop has been planned with BEIS and Ipsos MORI to review the approach to KPI 15 
data collection to date, assess current evidence on the transformative potential of UKCI and establish  
clear success criteria and milestones based on a shared understanding of the programme goals. 
 
Recommendation 7: BEIS to develop a methodology (KPI 15 Methodology) which outlines how the 
programme’s likely transformational impact can be monitored. Methodology complete by June 2020.  
  

 
16 The KPI 15 Methodology Note is available here and the full list of criteria are summarised on page 5. 

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/813600/KPI-15-extent-ICF-intervention-lead-transformational-change.pdf
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Annex 1 - Examples on UKCI contribution towards market barrier reduction 
 

Market barrier At fund level At project level (existing investments) 

Limited access 
to finance 

UKCI invests as a cornerstone 
investor and provides gap 
finance. This gives confidence to 
less expert institutional investors 
to participate alongside UKCI.   

Project Lakeside (India) and Project Dazzle 
(South Africa): These YieldCos (or yield 
companies) are innovative financial vehicles 
created to buy and own operating RE assets 
that have predictable long-term cashflows. For 
investors, a YieldCo provides predictable 
cashflows and a high likelihood of stable 
returns (yields). For project developers, the 
funds raised from the investments can free-up 
capital to build even more renewable projects.  
 

Limited project 
development 
capabilities 

UKCI strengthens local capability 
and improves working practices by 
working and sharing knowledge 
with local developers and 
investors to encourage the 
development of local low-carbon 
sectors. 

Project Oslo (South Africa): This investment 
enables a local Black Economic Empowerment 
developer to build wind and hydro capacity in 
the country, helping to retain project 
development knowledge in the South African 
market.  
 
Project Bolt (India): UKCI worked with UK 
company, Lightsource BP, to develop a solar 
project in Maharashtra. This partnership 
introduced international standard working 
practices to the local market. 
 

Project 
perceived and 
actual risks 

UKCI’s reputation and equity helps 
reduce risks by enabling projects 
to access cheaper and more 
diverse forms of finance, thereby 
improve project economics and 
viability. 

All UKCI investments help reduce project risks. 
Working through the private sector and 
leveraging City of London expertise allows the 
pilot to support a range of innovative business 
models. 
 
Project Apollo (India): This investment in an 
Indian rooftop solar developer filled an equity 
gap, reduced project risk and enabled the 
business to fulfil its growth plans and build a 
further 540MW of solar assets.  
 

 


