
Energiesprong Roll Out - Deep Innovative Retrofit – Finance comments 

 

1. Housing and overall impact 

1.1. The overall cost of the Innovative deep retrofit project for council housing is £10.798m 

(capital). The costs shown are updated from the Executive Board approval in June 2017 to 

take account of the actual costs incurred in the Energiesprong pilot project in Sneinton. 

Table 1: Revised capital expenditure and funding breakdown 

Capital expenditure split Approved 
budget 
£m 

Revised 
budget 
£m 

Additional 
budget 
£m 

    

NCC Contribution 5.286 5.922 0.636 

ERDF DREeM bid 4.214 4.425 0.211 

Interreg bid 0.000 0.450 0.450 

Total capital expenditure 9.500 10.798 1.298 

 

1.2. The council will also receive revenue grant of £0.597m from EDRF and £0.034m from 

Interreg. Table 2 shows the revenue expenditure for the scheme, for which 100% grant 

funding is being included in the bid. 

Table 2: Revised revenue funding breakdown 

ERDF Revenue grant split Approved 
revenue 
grant 
£m 

Latest 
revenue 
grant 
£m 

Increase to 
revenue 
grant  
£m 

NCC – housing & school – salaries 0.451 0.546 0.095 

NCC – non-salaries 0.000 0.051 0.051 

Total 0.451 0.597 0.146 

 

 

1.3. The impact on the Public Sector Housing (HRA) Capital Programme will be profiled as 

follows, with the additional budget (£1.298m) transferred from the existing “Energy 

Efficiency – no fines/solid wall insulation” line of the programme to Energiesprong: 

 

2018/19 2019/20 2020/21 Total cost 

£m £m £m £m 

Public Sector Housing – Energy Efficiency 

– Energiesprong 
4.385 5.521 0.892 10.798 

 

1.4. This scheme will form part of the Public Sector Housing Capital Programme managed by 

NCH on behalf of the City Council. NCH charge a fee of 5% of the scheme costs for 

programme management of the Public Sector Housing Capital Programme. 



1.5. There are two grants that the Council will be able to claim. The first is ERDF DREeM 

funding, of which the capital element has increased from £4.214m to £4.425m whilst the 

units delivered has decreased from 212 to 138 units. This funding is provisionally agreed by 

ERDF and MHCLG. The grant conditions require that the works are completed within 

timescales that are included in the bid, i.e. that the council and its partners specify, 

therefore this is a minimal risk to the council. 

 

1.6. The second grant is Interreg E=0 (£0.450m) which supports the delivery of 17 units and 

needs to be spent by February 2019. 

 

1.7. The contract with Melius requires unit costs to fall during the roll out due to operational 

and scale efficiencies. The estimated capital cost of £10.798m assumes that savings of 

between 20-30% are achieved based on Melius’ modelling. There is a risk that costs do not 

fall the actual costs of delivery will exceed the amount used in the business case. Costs 

incurred will need to be monitored during delivery phase to ensure that the project can be 

brought in on budget and meet grant conditions. 

 

1.8. The business case for the use of these new installations for bringing homes up to zero 

carbon standards is based on the assumption that the up front cost of the retrofit has no 

additional costs compared to maintaining the properties over a 30 year period.  

 

1.9. The business case uses a financial model developed by Energiesprong and this does not 

take account of financing costs resulting from incurring expenditure now and funding it 

through rents that will be received over the next 30 years. 

 

1.10. As well as the capital grants above the investment envelope relies revenue income streams 

from PV Solar Panel Feed in Tarif and Renewable Heat Incentive to repay the capital 

investment over the life of the system. Feed in Tarif will cease for new registrations from 

April 2019, meaning this income stream will be removed from the funding envelope for 

properties completed after this date. The project team ECO funding will be greater than 

has been allowed for in the business case and should offset the loss of FiT. 

 

1.11. It is recommended that the financial model be refreshed to take account of the changes to 

funding and the cost of borrowing. 

 

Julie Dorrington – Senior Accountant (HRA)  

2nd  October 2018 

 


