OFFICIAL-SENSITIVE (COMMERCIAL) U ( S B S
‘_’-ﬁ\
Shared Business Services

Commissloning Letter

Market and Opinion Research International Ltd t/a Ipsos MORI
3 Thomas More Square

London

E1W 1YW

Tuesday 8" January 2019

Dear [N

BIS Research and Evaluation Framework Agreement — Lot 4
Evaluation of tha Clean Growth Fund — Scoping Study
CR18186

Thank you for your response to the Specification for the above commission by the
Department for Business, Energy and Industrial Strategy (BEIS) (the Customer) through the
BIS Research and Evaluation Framework dated 2 January 2016.between (1) Secretary of
State for Business, Innovation and Skills; and (2) Markst and Opinlon Research Internatianal
Ltd t/a Ipsos MORI (the Framework Agreement).

“Appendix:. A Specification for Evaluation of the Clean Growth Fund — Scoping

Study .
B. Tender dated Friday 14" December 2018.

Annex: A GDPR

The Department for Business,Energy and Industrial Strategy (BEI'S) accepts your Tender
(Annex A), submitted in response to our Specification (Annex B).

The Call-Off Terms and Conditions for this Contract are those set out In Schedule 5 to ihe
Framework.

The agreed tfotal charges for this assignment are £24,912.50 exclusive of VAT which should
be added at the prevailing rate. The agreed invoice schedule is as follows:

All Involces should be sent to should be sent to finance@servites. uksbs.co.uk or Billingham

(UKSBS, Queensway House, West Precinct, Billingham, 7523 2NF) A copy of the invoice
should b sent to [N *

You are reminded that any Customer Intellectual Property Rights provided in order to
perform the Services will remaln the property of the Customer. The following deliverables

have besn agreed:

Poiarla House, North Star Avenue, Swindon, Wiitshire, SN2 1FF www,ukabs.co.uk FLALLBH APR 2015
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e

Shared Business Services

Tha Services Commencement Date Is Wednesday 9" January 2019
The Completion dats Is Friday 8" March 2019

The Contract may be terminated for convenlence by giving 30 days' notice In accordance
with clause 38 of the Call-off Terms and Conditions.

Tha Authorised Reprasentative for this Commission will bej i B
—— ] S————————S

Unlil the date of publication, findings from all Project outputs shall be lreated as confidential.
Findings shall not be released to the press or dlaseminated In any way or at any time prior to
publication without approval of the Department. '

This clause applies at all times prior to publication of the final report. Where the Contractor
wishes fo issue a Press Notice or other publicity material containing findings from the -
Project, notlflcation of plans, Including timing and drafts of planned releases-shall be
submitted by the Contractor to the Project Manager at least one week before the intended
date of release and before any agreement Is made with press or other external audiences, to
allow the Department time to comment on factual accuracy. All Press Notices released by
the Department or the Contractor shall state the full title of the research raport, and include a
hyperlink to the Department's research wab pages, and any other web pages as relevant, to
access the publication/s.

This clause applles at all times prior to publication of the final report and within one. month
from the date of publication. Where the Contractor wishes to present findings from the
Project in the public domaln, for example at conferences, seminars, or In journal articles, the
Contractor shall notify the Project Manager before any agreement is made with extemnal
audiences, fo allow the Department time to consider the requesl. The Coniractor shall anly
present findings that will already be In the public domain at the time of presentation, uniess
otherwise agreed with the Department.

Congratulations on your success In being selected to undertake this Commission.

Yours sincersly

Etegor;.r !pecialist

UK Shared Business Services Ltd

BY SIGNING AND RETURNING THIS COMMISSIONING LETTER THE SERVICE
PROVIDER AGREES to enter-a legally binding contract with the Customer to provide to the
Customer the Services specified in this Commissioning Letter and Annexes Incorporating the
rights and obligations In the Call-off Terma and Conditions set out in the Framework
Agreement.

Rolerls House, Norih Star Avenua, Swindon, Wiltshire, BN2 1FF www.ulmba co.uk FLALLBH APR 2018
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Appendix A — Tender Spacification

Background
Introduction and summary of requirementa

The project will provide a scoping study to delermine end shape the evaluation of a new Innovation
finance Intervention. The Department for Business, Energy and Industrial Strategy (BEIS) Is
contributing £20m to a new Clean Growth Fund (the Fund) to accelerate the deployment of Innovative
clean technologlea. This £20 million will be Invested alongalde at leant £20 million of private sacior
capltal in a Clean Growth Fund. BEIS will be Investing on commergclal terms alongskie other private
Investors In order to catalyse the marke1 and leverage private sector funding to ensure that the UK Is
at the forefront of developing clean technologles and solutiona. Tha programme was announced In
October 2018 (More Info here) and will be operstional In early May 2018, It Is expected that this
programme will continue until approximately 2030.

Evaluation Is vital as 1his project Is novel and has significant learmning potential to Inform future
development and similar Interventions. The alm of the current scoping study Is lo Idenilfy clear options
and recommend a detalled evaluation plan to ensure that the Clean Growth Fund le effectively
monitored and evaluated. This will be achleved through a scoping exercise that iInforms the robust,
imely end eficlent evaluation of the programme. The scoping report will then be used as the basis for
future research lo evaluate the Fund.

Background to 1he Fund

BEIS spending on energy Innovation has typlcally been In the form of grant funding and Incubation
aupport, dealgned lo foater “investment-ready” clean technologies that can then attract private
Investment to scale up and achleve pogeltive economic and emiselone reduction Impact. However,
BEIS anaelysls and stakeholder engagement has highlighled a significant funding gap in the UK for
clean technologles (Accelerating geeen finance: , 2017) . This funding gap is hindering many
emall companiea' ablity to commerclalles Innavetive clean technologles. Thia lack af privete
soctor venture caplital Investment Is limiting the overall Impact of clean technologles supported
through BEIS existing innovation programme, as they are unable to access the follow-on investment
required to scale up once Investment ready.
Ta address this idenlified market funding gap, BEIS is pvlotng a new approach, where It pravides and
stimulates equity inveatment ae a means of supporting Innovative clean technologies. This Fund Is In
line with the manifasta commitment to Increasa Government Investment In Innovation and also

" demonstrates the Government's commitment to supporting clean energy Innovation, as laid out In the
Industrial Stretegy Green Paper and the Clean Growth Strategy.
This Fund will be launched in early May 2010 to offer funding for companles with developed disruptive
technologies that need small scale investment ta reach cammercialisation (the ‘mid’ stage of
development). The Initial BEIS Investment af £20m has the alm of proving the viabllity of such a fund.
A key success criterlan for this Initlative Is that It Informs Gavernment whether further invastment In e
fund of this type offers a value-for-money route to Increased deployment of low-carbon technologles
In the UK. Succeas egainet thie alm requires that both Innovators and Investors benefi from the Fund,
such that the Fund is en aftractive vehicle for investment. BEIS also wanlts to Identify whether
Government stimulation of investment can addreas the market funding gap for claan technologles by
Investing In a Fund. Wider beneflis being sought are: _

e An Increased volume of private sector Investment in early stage clean technologles; leading to
commercialisation of a greater number of/more Innovative clean technologles; In tum leading
lo cost-effective reductions In carbon emlsslons.

» To provide g strong signal to the market that Government is committed to supporting
Innovatlon In support of Ite Clean Growih objectives

o Leverage private sector funding into early-stage clean technologias

* To promote UK growth through Investment in new Innovative technalogies

Alms and Objectives of the Project

Vérsion 1.2
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BEIS Is committed to Investing in a body of evaluative work thal covers key programmes and palicies
ﬂf;rn::fh'gut :Ihelr Iife cyde Eveluation expertise |a required to help scope the avaluation requirement
B Fun

The alm of the overall evalustion of the Fund Is to develop and decument the market demand and
aupply for green venture capital (VC) and appraise and enhance the rationale, customer journey and
logic Inherent In the Interventiion. We envisage that the uvnluatlon of the Fund will be a process and
Impact evaluation that will evaluata two aspects:

e The dellvery of the fund and Its reach

» Tha success of the funded projects/businessas

Evaluation expertise Is required to help anewer the following questions/address the following aims as
part of the scoping study:

o Creata a sound logic modal and meoryof change which explains the thoughl process by -
which the propoaed Fund will ultimately dellver Its objectives. Thie will ba used Io evaluata the
palicy: to review and prioritise the data which will need to be collected (and the meana and
timings for collecting It) to ensure effective evaluation Is posalble. This will Include collecting
and collating data on (he application process and venture capital market and the demand for
such financs.

= Scope and set out a structure for a full set of evaluation and enalytical questions for
evaluating the Fund. In particulgr, identifying what are the key relevant questiana to be tested
as part of a process and Impact evaluation of the Fund?

» This Is a priority and will ba decided In discussion with the BEIS tsam, aa the
Identification of the avaluation questions will inform the rest of tha scoping study.

s Although evaluation planning within BEIS hes Identifiad a number of questions
regarding ihe evaluation of the Fund-(listed below), cne of the key alma of the -
scoping etudy Ia to bulld on or refine these queslions, with Input from the policy
team and evaluation lead, The evaluation expert/a will need to aseeaa whather these
are the right queslions and how best to rationallee the questiona for the evaluation of
the Fund. These Initial evaluation questions include:

s What Is balng lesamed from Implementation of the fund which can be applied
ta thie scheme and other Interventions? .

e s It reaching the optimum segment of the SME markstplaca [e.g. those with
Investable proposlitions which are not attractive to malnatream VC sector]?

a s the Fund delivering additionality [is i flling a finance gap for SMEs, ls It
enabling commerclallsation of low carbon technologlea]?

s |8 the Fund eustainable In the long term, and whether the Fund Is bringing In
private sector finance at an appropriate acale and stimulating the market In
the Intended way?

e What research method(g) are most approprlatn and deliverable for these evaluation
questions?

e How and when data needs to be collected and what fechniques should ba employed

o Whal datn already exixts (and is this Iikely fo be avallable) and what scheme data and
additional data neads to be colleated from beneficlaries and counterfactuals to
support the required evaluation aclivities?

* Whet approach should be taken to data collection (e.g. monitoring, primary data
collection, sacandary data, admin data)?

e What deta collection techniques should be ulilised (e.g. surveys, cass studles,
Interviews)?

» Whal other sources of deta could we uee (e.g. primary, secondary and admin)?

»  Whal Is the Justification for the proposed approach as compared with other
altemnativea?

= Analysls

e How can the evidence be analysed and brought together to draw concluelona and
model impact?

.«  Where there am Interdependencles between the new Fund and other Innovation
support and how should this be taken Into account? (e.g. firms benefit from more than
one scheme at different times)

Version 1.2
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= What is the justification for the proposed analytical approaches as compared with
other altemnatives?

s What types of expertise would ba required from potentlal contractors to fulfll the requirement
of the Fund evaluation?

o What are the key challenges for any future potential contractor(s) in undertaking Lhe proposed
evaluation on behalf of BEIS and how would these be overcome? Identlfy the risks and Issues
to the succeasful dellvery and usefulness of an evaluation and how theee could ba
overcome.

» [dentification of key outputs and outcomes that should be monitored threughout and the
development of appropriate Key Performanca Indicators which are linked to the developed
logic model. _

o How can en appropriate counterfactual be Identifled In order to understand the Impact of the
Fund? How can wa establish additionallty of the Fund?

» What are the possible counlerfacluals?

= How can the counterfactual best be assessed and measured?

* Haw can the treatment group best be matched Lo a comparison group of non-
beneficiaries?

e Haow can the key un-observed variables be observed and Integrated to add hem lo
lhe matching work?

o Provide estimated costings for Individual elements of lhe work and help finallae a costed
eveluation plan that will address the evidence needs for evaluating the impact of tha Fund

Challenges.

A'key challenge for the commiasioned evaluation expert/s will be to become famiiiar with the policy
and the evaluation requirement In time to meet the scoping timetable and effectively feed In to the
development of the detalled evaluation plan, ahead of the Fund launch in early May 2019. We
anticipate for the scoping sludy to be commissioned at the start of January 2019, with the final
scoping report being dellvered by early March 2019.

Conslderation of avalualion options If there Is low uptake of the Fund: Given that this Is a new funding
Initlative by BEIS and although preliminary discusslons with key stakeholders indlcats that the uptake
of the Fund will be poasitive, there Is aiways the potentlal that there wlill be a lower uptake than
expected. Tharefore, we expect the scope of the evaluation to consider both the full uptake of the
Fund and to consider how evaluation would be possible If the Fund does not receliva full uptake/if the
minimum of £20m of private Investment Is not raallaed.

Identifying the counterfactual: A key requirement of tha evaluation Ie 10 Identify the additional
contribution of the Fund. We want to understand whether funds of this type could be used to stimulate
innovation (beyond what would have happened anyway). We are Interested in quantitative and
qualitative Impact evaluation stralegles.

Specilficity of evaluation plan: We also expect that the evaluation options should be as specific as
possible to this policy and not generic recommendations. Thersfore, In-depth knowledge of
evaluation, financlal instruments, the SME sector and low carbon technologies is required.

Contribution to future work

This scoping work will contribute towards a design of a project which Is likely to put out to tender In
due course. The outputs far the scoping study are likely to be put Into the public domain at the Lime
of, or bafore this process Is underway. It Is not aniicipated that succaessful tenderers of this scoping
study will nothe exclu'ded from bidding for subsequent work, If put out to tender.

Sugges

Please note that the below is intended as a guide and we would also welcome alternalive
suggestions, providing that they also mesl the projéct aims and objactives. Bidders are required to set

Version 1.2
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out a written methodology of their d\olue; Juslifying the methods selacted and making clear the need
for any quantitetive, qualltative, desk-based or a combination of such research within their propoaala.

The scoping work should Inciude consideration of the following key elements:

= Review of the avidence bass developed to date and leaming from other funda to Identify what
can be bullt upon and whers gape exist which could be addressed through the evaluation.

« Famillarisation consultations with key stakeholders and delivery pariners, covering the new
Fund, existing policy dellvery and Implementation, and existing evaluation and monitoring
functiona.

e Workshop and consultatione to develop and enhance the Theory of Change and the logic
model linking the market fallure rationale for Intervention o the Inpute and activies Involved,
and axpected outputs, outcomes and impacts.

Ultimately, we want the acoping report to pravide options ae well as a strong recommandation as to
the best possible approach for @ robust process and impact evaluation to take place In the

future. Options should be as specific s possible to this policy and not generic
recommendations for evaluation.

This specification la to produce an evaluation plan In collaboretion with BEIS aevaluation lead and
policy leads. We expect the minimum outputs Lo be:

= Project Inception meeting — meeting the project steering group to define/clartfy parameters,
gather contact detalls etc. and the preparation of a project plan
e Agreemant of methodological approach betwean BEIS and evaluation experts In the form of a
short project plan o .
e Progress meetings/updates to discuss emerging Issues and monitor activity/dentify
constraints
e A ecoping report Including:
e The theory of change/logic model :
e The evaluetion plan (exact format and length lo be agreed with contractors) to Include
all elements listed abova. This evaluation plan will form the basis of a subsequent
ITT, written by BEIS, for commigaioning the dellvery of an evaluation or elements of
an evaluation
¢ Please nate that there will be mulliple draft revision rounds on the report and this
ahould be factored In to imelines
e Please bs mindful that publication of the scoping report may happen, In accordance
with BEIS publication guldance
= A summary of the evaluation plan that can be published and shared with potential contractors’
far any future evaluation project on the Fund
] Dlllsemlnnﬂnn activities to accompany report including presentation of the findings to the
BEIS ieam
e An electronic copy of eny data collacted during the evaluation, in line with GDPR
requirements, allowing for personal deia to ba given to us and permission to recontact if
neceesary for the full evaiuation of the Fund.

We would welcoma Initlal auggestione aa to any further cutputs and would expect to agres & final set
of dellverables at the inception elage.
Working Arrangements

The successful contractor will be expected to Identify one named polint of coniract through whom all
enquiries can ba filterad. A BEIS project manager will be assigned to the project and will be the
central paint of contact.

Version 1.2
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The proposed way of working and plan of activity must be agreed by BE|S. The contrector should
assume weskly progress update reports, in addition to communication elther on-site or remotely, by
phone or email, with the evaluation lead and assoclated Fund officlals. Throughout the research,
BEIS willl be required to review and eign off all final data collection Instruments, analytical approaches
(Including key assumptions) and outputs.

Contractors should propose named membera of the project team, and Include the taeks and
responsibilities of each team member. This shauld be clearly linked to the work programme, indicating
lhe grade/ senlority of ataff and number of days allocated to epecific tus}ts.

Contractors shoukd idenlify the indivldual(é) who will be responsible for managing the projsct

Version 1.2
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Appendix B — Ipsoa MORI
Responss

PROM.1 Approach

A Rcmlmmmdlhc:eapmgsmdy mmunmmhhuu-m
evaiustion that wil giow an nassesment of the propomd Claan Growth Fund and s impact on
developing market demard arxd suppty for green venture caplial (VC). it nsads o devalop » fassbia
and mbust svalustion fsmewori and apgroach 1o snabis: an sppralsal of the Rund's ralionals and .
vahus for morey; =n esseaameni of tha process siamants of the Fund's delivery snd ki resch; and, an
evalualion of te impacta of the Fursd. The approach deveioped should ainw a camngpiets review of the
muamnm-un-mmdwnasummwm

B. Key methedological challengea
Tho deaign af the Inarvention raises a number of ssuss for any fdure svalusiion wiich sl nesd camiul
coneldamtion in mmﬂdmmﬁnMMdWWam-w

poss

W“MMMMMMWMIMMFM m I suggesis thal
marginal bensilia of the fumd could ba found in Increasing thm wider isvals of equily Invesiments
scrass the cisan iach sector, wmnmummwmm
siruggled socure support. Notibly thia might conimdiet tha assumption Fund reachas * .
mwmmmm“mmum-mw.m-mmn
explared thoraughly In our evaiustion of the LG, our atudy found (swaling publicetion) thel £1 of
mucun-mmum-nlp-ummummmmnwmnm
12 montha, deaplis subsisniial cowding oud {60%) In the sharl tarm.

= Determining aconcmic and environmanial benefita to fead into & coat banafit mnalyele will
dapand an e wderd b which mrhams © squily investments made undar the fund =mn be camparad
in rvtums that would Tave been esmad othenvise, anvimmmanisd benefils will arise from the
divermian of capital from other ssctve/sssels 1o dsan-imch.

« Timascales of ha intervention posa & challange 10 evelualion planning snd completian of a full
[mpact svaluslion wihin masaonabia ime, ghven tha imestmeand period of e yeare el imescales
* for axite of 10 ysare — hia couki polenitially mean thal a full and complete ovalhstion of impact
might nal be undartaicen In the next 10-12 yaam, with a ful aconamic svaburiion even heier.

s The level of Fund uptake — mny svalustion approach developed will havs 1o allow for tha
possiaily of the minimumn £20m privele Invesément nat Being realsed.

Tha pglannad struchre of tha fund (but without Bxthar detad on the leval of demarad or ways of working)
mw—mﬂmmwmnmm-mm

s Compsiitive entry of fund menagers — the fund manager of tha Clean Growih Fund could ba

rompared 1D any biddem lor the managament mla thet wam unauccasaful, providing inaighis into
hundireising effecin. This woulki provide an indicalive counisriactual Ikaly (o ke fow on the Maryiand
smasummmmnunmunwwmmu:nn
Coniributions Analysis 1o invesGgate the effects on furdrieing

S
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Version 1.2

. lmmmdmlmmm_nh«dmm&muwnﬂﬁmw
axpicling any reglansi, szcioral snd teimporal variation in the investmients supported by the Fund.
The scope Ip use propielary dalsséts racking disclozed seed, VT, and [PO aclivity soch as
Pitehbaok, Prequin, u&mﬁmﬂmmhﬂﬂm‘mmﬂlmﬂhtﬁllwhwuﬁb
the relatively small number of plarmad Fvéstments.

» |mpacts at the firm level could be explored if a "dead deal” log ean be bullt Into the manlitoring
requirements. An attematve option wouki be a “pipaiina™ approach, wheve finme recoiing
imvesiments are compared (o'thoss firmes recelving investrhents earllemater

C.’Summary of Methodology: Phase 1 imolves a review af the Clean Growth Fund end s rationale
for inf=rvention, Inciuding e review of (i) undsrlying assumpfions and hypothesss, (§) curment gapa In the
ﬂ'nan:llm-kehh aupply funding. for clean tech, and () the aeaumed benefits of the interveniion on
develwhgn-ﬁdmdmﬂwlyhgmvemm caphial. Subsequently, we will develap a firet
logic mxdal and subsequently a Theory of Change (ToC) that idenftifiea key causal &tkages, associated
change mechaniams and he undertying rfsks and apeurmptions. We will then underiaka a validaton
workshop lo finalise the ToC and define.a set of progmmme benelils, Thia approach wil identity the
muRiple elemants of comiaxt for the intervention, including the main confounding faciors @inhibiting and
anabling supply of fnance, end relixisd rssumplions about actore’ betmviour, conts)xdual ssonomiclolher
factors), as wel as altenalive delivary methods such a3 grant funding and incubation support. Phase 2
will davelop a full evalualion reniework and approachas, a2 well ea propose Underfying metrica and
data eourced, for tha process, impad and economic svaluation (o undarstemd not only which impacts
ars affributable fo the Furnd, but alsa which Intervenfion elements, stages, decisions, behaviours and
mrocensea within hese affect these outcomes and how. Pllmapmidellﬂmlremmdmm
of tha developed svaiuation framework, underlying eppraachea and metrics, ko inform e aubmilssion
of a complete svalitation scoping report ta BEIS.

Phase 1: Inception and dealgn of logic' model

Teak 1: A.nlnupﬂonHmhnmmEvduﬁ:nstuﬂmenptESG}wllhuudbewnn
terma of reference and agres tha methodological approach, discuss lsuea that may be encountered,
oblain key docoumentation snd conlacts, and agree mitestonea and defiverahies. A final projeet plan
mudmmmm“mmuhmummmummm
imatable and risk register to formn the basia of weekly project updates.

‘Yeak 2: Document and Litersturs Review: The study team will undertake a rapid review of key

Fundt-related documenta snd key Goveramenl and scedamic to: .

* Refine understanding of the undedying logie of the imervention, mastiel fallurea and gaps In clean
tech finance motivating public intervention, and tha patential benefits antcipated.

v mmmmmdhmmnlmmd,mmmmmammumm
coniributing to the succesaful daliluydiheiiﬁm and (o check for any clarification required.

* Develop inmight into the characterisiice of the planned invesimenis, and the cauaal process by
which those retivitisa may isad to the anfichsiad banefis in the financial markete and beyond,

] Enpbulny non-inancial lasuies compounding difficullies of SMEs In accessing finance, and any
possibla ‘contaminaliart of proposed Intervention through the Cisan Growdh Fund by previous
pragrammea (Snancal instrumenta and cther)

It ia enficipated thal the review will cover the Bueiness Case lor the Clean Growth Fund, induding any

dafa already exisiing lo support the Butmleue.uwmnrmdumofundmmmmw

with the sssigned Amd manager, lrﬂﬂbdlﬂupplnﬁunuul-wumufmdmmmmnm
unsuccessful, specifications of due diigence processes end monitaring arrangements & the level of

BESmdlhellmdmnmwalpllmadoofl The findings of the review will be used o develop and

refine an Inttial logic moded for the Clean Growth Fund.

3 jzoes ABUSY N3 mrxees b FxDviol Witk fae provedt s powerful iRt in ressing tha net STEc oF tha L Innstion Irestment Fund M O
lihh.lhnl-m-—-uu_um-nhmmm.mmﬁm-m-w—iu-ﬁ—ln Ve
wcaiurnis Samiure el B9 Byan Ser, Du, Halmams (1018) Tha » » vaniare capftal: ‘ NI Wiy
Feper o BESIA.
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Tamk 3: Familiariaation Consuitstions: Linderatsnding of the programme wll ke deepaned through
conaubaiions with up (o 5 k=y siskeholdern invaived in the deaign and defivery of the programme .
(locusing on similer lvsues 2a those wbove). i b enticipsind that thia merciea will nead I cover key
policy, sppraisais, and conimeding londs within BEIS as wel s senior invesimant msnagem ut the
fund manager cotrected o implement tha Fund.

Taek 4: Development of Theory of Change: inforrned by the evidence colfectad in Tesks 2 mnd 3,
we wil drft an Inilisl ToC. We will identily any fesdback loopy (bi-directional alamants) or priorilissd
causal pativamys wihin the oversfl pragmmene logle modsil, snd sitemp? 10 provide Indicative Gming of
tha revisad Gt of diract and [ndiecl benefin. Tha shudy ieam will then draft an overall ToC that
Mlmdn“mmeHdum idenifiea main aub
hamas, sasociaied mechanisme, sssumpliona and riske (e.9. polaniizl for mechaniems nat
mmmumuhm)bumnmumm-ﬂmn
assumed sy routss’ in the oversll madel against the svidenca avalable it this Mage. This procase
will bs suppoiiad by a theary of change warkehop haid with op i 10 pariicipanis lcmuBEls.Thl'wil
focua on specific mechanisme of the ToC whare eecondary svidencs cdliacted is weakeat or
comfticting. The workahop will be faclitstad by Andania Dickman (Project Director) and structured
accarding to key quesiions for diecussion and key ToC mechanima for review.

Phase 2: Evaluation framework

Taek 6: Development of Evaluation Framewori, bullding on ihe activiGes above (D cover:

n mnmwmmmmmﬂynhmn overarching
evaiusiion famework dafining lhe raionals for intarvention, a ingic model oulfining the anticipaled
cauaal process by which the schame might isexd on to iia antidpated cuiputs, intarmediste
outcomas and impects, and an sssesament of widar Govermment intsrventions that may have a
contribulary (or competing) role In supparting tha dellvery of the cutcomes invalved.

» Process eveluation [ssuse; An sppreiaal of the affeciiveneas of processss underpinning the
implameniatian of the Fund, inchuding sollaboration between BEIS and tie fund manager, reparfing
provisions for ihe fund manager on fi2 programime and deal lovel, a2 well as any spaciic
provisions on invesimant decieions, collateris required and documentstion of deal doinlia. -

] WMMAMMUMMHMDEMM
the implémentation of an impact sveluation, including issuss in identifying a counterfaciual, and
mwmmwmmuwmmwdmmu-um
forms of quesi-exxparimentsl method wi2 be provided, inchuding malching or panal echniquss..

o Econdmic evalustion issnan: A fmmework for tha eeonomic evalustion Wil bs dafined, Bemising
fhe rescurce and apportunity costs thel msy need to ba covered Bwough u cost-banefi snalyals,
mlongaide the economic and soclal benaflts thal mey raquira monstastian.

o Dala requicemenia; An aasssament of {1) daia required o implement the mnge of opliana
\danfifiad, (2) how far the svaliable daia callected thwough monizring and sstondary aouresaa might
nddress thees requiramants, and (3) any gape thal may nead o be Hied through primary research.

nwu.m-umm-mdhmmmwhhm In

light of the draft evaluation fameworil, and retine these questions ware necossary.

Task 8: Development of Key Performance Indicaion: informad by the ToC deaveioped and the draft
evaluation ramework, we wil suggest a mvised st of monlioring end performance medrice © enabie
mmmlmmmMHdhdeMFw Where appropiists we
will sugges| allamaliva or addiional melrics 1o anaure sdequais 1) ‘eovamge’, Le. do exisfing metrics
span tha logic moder's ‘widtly, trom inpute through 1o cutcomase and impacts, or could cther meirice
hlml?h)'deplfm ummmmmwmqnnmmu
factors that might inBusnce ihe effectivenses of e intarveniion considarad? In lum,
nﬂmmm-mmmwm BEIS' munikwing plane which do nol align with
care alemeits of our rescoped ToC, snd which BEIS could consider removing (0 alisviate the reparting
Insden on the furd memper ar indhddual firme. We il sl identlly epeciic data sources we want in
use and propoes these s part of tha revised sad of metrics, In paricular secondary dala sourcas that

4
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could be uead (o subsianiate management information collected by the fund maneger or BEIS.

Task 7: Development of Process Evaluation Approach and Plan which wil need o assess the

efficiency of the programme’s processes, their effeciiveneaa (in maximising genomtion of infended

Impacty arxd sacuring valus for manoy), the progrmamme’s acalabilily and idenSily potential

Improvements and lassons along the inikal evairation questiona fieted in the [TT. It will define mom

dahlpdqtmm umwummwmmmummmwmnm.
s gnd 1

_Ammrenes: of programe svthe (e penion
ARegy mr——ntrr 68 panm
Ml-ﬂﬂllu"ttlllll_l‘tﬂhmﬂ! of sesiee
mmnmmmmnmmm.mumm
_mhm-:d-[

-mr-lr-d-—n-h-wﬂm Erutata hﬂwm-mwmw:t
BT =a i wipmice BAA AR P ENES WRS QENIQVRS = prwmir=
n =

P —— Wit o wxyeremend of mtsionaidy

Pasturss af Pund design Iukcng efacthame o

Lo o b Jouren! e s npficamibly b the Pt end oty ktervntiors.

“Scamie e of Mie A B3 P KD CLITO detfgn; Srm e ot G AT e OFRS

|
|
|
I -
|

ﬂll.llmls
Level of Sone for @ saled Pund, J ingfarabing - l_ -
Caysouree of svidence (majer]: . Kry source of évidence [maderate Complamreny s dlculdrm

In sdditior to the key procasa quesations summarised above, mmmlmmmhh
procese evaluation of the Clean Growth Fund to consider the followdng two issuss:

Hlandﬂalhﬂmwwm«momndﬂuwmnumndwrum#mmb
allow the fund to meet both in commeréial objediivan and BEIS® wider polcy objectives (which could
be In teneion). This,is someathing we have been explaring with BEIS, ard providing leaming and
reconmendation on, in relafion InﬂnUKCinuhlnwpllnt{BEIShudchghml!m
comsrexcial torma whilst baiancing this with addfionailty snd. transformiations! changs abjecives). .
- Competitivenssa: Given the alze of the lund, it may be competing with VCTa who due to thelr tax
mammwmbmwmoandm Thia could piace distoriionary
conefraints an the typas of inveetment it is able to male unjese the fund is ablé I scquire 8 eimdsr
competitive edvanizge using eimiar tax advaniaged Insbrumenta (8.g. SEIS). R will tharefore be
Imporiant to compare the imrestments made and the IRR echieved by the fund 1o other UK funda of a
similar ecale and vintags year.

Al this simge, we befieve Ghat e procesa evaluation could involve: (a) anilysie of appraisal and
monitoeing data held by BEIS and the fund manager, (b) 10 interviews with BEIS policy officab and
fund manager staf] imvoived In the appraizal and due dEgenca/contruciing procesess, Bawel gs exiemal
stakeholders idaniified a8 equipped in provide usefd perspeclivas; (c) Interviews with the fimt cS
Inveateea, ard (d) work drewing on contributiona analyals. To caplwre the effect of leseons leamed from
an [nifial procsss evaluation, a follow up process evaluation could be plarned s & later siags to ansaza
whether early changes to Fund implementation haiva had the desired sffect.

Taak 8: Development of impact Evaluation Approach end Plan which will enable an essessment of
whether tha sssumed benaffia of tha Fund, &s scaped in Phase 1, have octurred. Any approach wil
likely have lo be siaggered acrosa the Ketime of the Fund and beyond, with a final Impect evaluation
taking place 2-5 years after Fund close (p capture the full breadih of potantisl impacta and o assess
' the sustainabiiity of any effects on the lavel of overall equily activity in cleantach. Given the target
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mumber o invesiments snd the lialy alze of the Fund, i s kaly that any esty, imerim and Snal Impact
evalustion will require 8 mixed method spproach eombining (a) n Realst approach, involving
cansidesatione af not anly ‘what culcomes wera produced” bt alos how they were produced’ and
‘what b» algniicant about the canext in which they were producsd (e.g. providing esxargliea of how the

shxdion covering Im ¢20 deals achisved as wel s (¢) quantiiatiis analysh to ensbie assessment of a
suitable counierfactual ut i laval of overall lundralaing in dean-tech, addiionally of equily
investmenis in tha 20 investees (volume and ‘guaiity’ of vesior suppart) aa wel ea frm perfomance
with regands b progress in Eechnaingy developmeant end euccose in azzessing Savies B funding, snd
poseibly any lllog-on affecis on rm thmugh GVA ar vnils. This will Ficaly imohe collection
fram sacandary deis sources such book, (DBR, and paleniiilly a wider wurvay of marnagars of
mmwmnmmmw-mmwmnﬂyﬁmm
of Ina approaches modted abave.

Tﬂl:WdMMmmm-ndeﬂMimn
discounting the opporiunity costa, fund mansgamant fass and othar costa gl implenentsion as wall &s
lolal amount of investmenta mmds should be relétively siraigitforwerd, an invealigation of the nal
econamtc berwills of the intarveniion will be much harder in establleh given theee will be a Rnclion of
|mmmumuumn|uMMwmmudehmm , and mny
lwone dfe<t» of nel edditonal equity deats in the perfarmance of finma supporad.
Likendsa, any emironmaerntal nal bensiia il loliow an from the diversion of cagital from ather
sectom/asseta ©© clean-tach, and tha dagres to which thasa invesiments in dean-iach lead 1o B nal
hmhh.wdmwmﬂw-dawmm There e
adddilional ehziengea with the liely timing of sconomic and enviunmental banefite, which might maks
thelr inclunion in @ cost banafl analysia impmetical As a nax best alismative, early evidancs an grosa
changes I aquity Invesimants, r&d activity by investss firms and velusfion of invegtze Uana could be
used @9 a basls pf tha vah® cresiad by the Fund, and poterdialy ba updatad with m fina) ecanomic
evalustion of the net benefits comparing IRR achisved amar coss 1o the sverage IRIR repartad by
othes cldaniach VC funde.

Taak 10: Devalopment of evalusiion baseline: This task will scape the requiremania for establiahing
mn ovaluation beesline. 8a2ed on the rescaped ToC snd sat of Kay Performance inficaiors, we wil
davelop euggesians aa to what informalion needs Lo bo collecind ae part of an initlal besaline, when
and how and (b) the polanal shortecomings of esiabliishing thie besaiine after progremme wiant (L2. in
the sseand haif ol 2010 or later). Whisl data on ecoromie and lmnovalion parformance of potaniial
lnvesinos, ne wal as ovaral lavele.of equily imesimant mnd des! mambers in cisan lach can be
collactad sl the ima of U respective svatusiion. Howsver, a summary high lovel' asassament of the
curent emiranmani Ib for clasn tach VC, such =8 relevan! ersre, and s iniBrvew progmmme with
VC funda © (nat thair imestment Inentiona and viswa on the compeliivanass of the UK clean (nch
‘socior, should be considsred a» pari of an iniital symhasion basatine b be underisken s early B9
poselble sfier e campletion of the preesnt evalustion scoping. Thia Geldwork would have tb be

conirol for strelegic reaponae bins, where poasibie, bry canufully probing during interviews and
mnmyummmnmmm
D. Diesaminat|on:

Phase J: Tuek 11 - Draft and finad reparting and preacndation: Based on the work undertaken up b
thia paint, ha svahmlion scoping report will ba drafted as per iha (TT requirementa. H will inchidia the
final theory of changedogic modsl, the evaluation plan end famework, sa wall aa any technlesd or
meiodaingical annaxes. i wl aiao Incude a eandalond summary to faclitsis widar diseaminafion of
the aeoping ehidy key findinga. Wa wil mlow for up bo threa revislons of this roport, providing a fimt dmit
In leta Febnuary 2019 and submiting & final scoping repart by early March 2018. The fndinge of the
ecoping study will also be sumunarieed in ¢ PowerPoind slifedack and pressntsd-to BEIS. We propose
bmmmmumuuumumhmnmm
oppartunity bo vaidaie the findings and recommendagons bafore submiting the final autpu
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Version 1.2

PROJ1.2 3taff tn Deliver,

The eludy will be jointly led by [psos MORY's Policy and Evslustion Unit end the Energy
and Environment Research u-m,mmmnremammm The Policy
and Evahmetion Linit conzists of & (sam of ecanomists and epecialata with eignificant
experience in designing snd Implementing process snd impact evalusilons, insluding
assessing the impacts of Mnancial market interventions. The Energy and Emvdrormend
Reaearch leam bringe sxparience reseathing and evaiualing policiea drfving the
deveiopmen, financing and uptske of low carbon tchnologies, including in the SME sector.
Bath kzams have collaborated In research In high prafiie policy areas for central Governmen,
EU end inlemalional clients and have both delivered eignificani voknnea of work for BEIS.

We particularly highlight the following areas of experience of relavance to this scoping study:

1. Assesying the Impscis of Mmanclel merket intsrventiona: Wa bxing significent eputise
evaluating the economic impacts of programmes aiming (0 increase the eupply of woriing and
growth capilal io SMEa and larger firms with growth potential. Our most racent experience
diraclly related in venture capital includee atixdies sxamining ihe impacts of the Venture Capiial
Catalyst Fund and the UK Innoviiion Investment Fund for e British Business Bank —.
achemea seeking to booat the supply of equity inence by Investing public funda on commereial
resourcée, helping VC funde to reach a first close and leveraga private imvesiment. Ipscs
MORI miao lad previous reasarch inin the impacta of Vanture Capitial Trusts far HNRC. Owr
wider myperiencs Includea a recanily published etudy for BEIS axploring poteniial demand for
@ varisly of polantial Govemment supporied financial producta (coverage debt and equity)
smongst early wd late siage RAD intensive businesass and curmernt evalustions of he UK
Climate Investmert Fund (through which BEIS make 'mincity equily imvesimsniz on
commavcial tarme) and the Global Partnerehip Invastment Fund (bath for BEIS) which &im to
remedy market feilures inhibiting the supply of finance o large and amal acale cimate
infmstructurs projects in developing counties. Our diversity of experience in theas aress will
aliow us i both quitkly deveiop the theoretical frameworke naeded to gulde e defivery of an
mrtdlh w Cleln Growth Fund as weil aa aredibly engage with the VC communily B3
pa L] .

2. Undentanclng the chaliengea faced by start-upa in the cleantech aector and the
effactivensas of public masaures to aupport thair growth: Wi bring to thie scoping study
a grest deal of famifarity with he market fallures affecling this secior through our evaluslion
of the UK lnnovation Imvesiment Fund (one of its four targeted secinre waa cleantech serior)
2% wel aa the dfverse eei of research and evaluation etudies we have conducted for BEIS
and Imnovate UK which have assessad the sflectivenass of various approaches (inchufing
grant kmding, equily invesiment, commerdially-designed loans) o address the broad eete of
barmiera that have the polential to hold back 1his market, induding the commercialisallon
barriere laced by hew schnologies campeting with mahure siismafives, the Imiled extant 1o
which the markast values tha publlc benefits from clean iachnologies, market weshneases
such aa madéequals m or the 'spiit incentives' far nveaiment between buding
cunam and snania.

3. Scoping options epprasials, including design (emd appfication) of aconometnc
methods: ipsca MORI has led the design of sconomatric airatagies to evakmis a mnge of
elgnifeant Induairial euppor! programemes, inchxiing the £32bn Raglonal Growth Fund, the
£1bn . Advanced ‘Propulsion Centre, the £M0m Advanced Mamufacluring Supply Chaln
IniGafive (&l for BEIS). We have alao heiped the Depariment for Transport eqiom the
hllulydmmuv-huauuﬂpdshmmahﬂlemmuhd
major mad infrestructure upgrades funded through Growth Daale, implemented spatial
econometlric approaches to determina the Impacta of Apprenticeship Huba an SME demand
for apprenticea {lov the Sidils Funding Agency) and used distance-decay models to assese the
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net local economic impacta of milltsry shipbulding (for the MoD, BEIS and HM Treasury). in
addition i aur axiansiva experiance with econametrie mathods, we are aino expadencsd in
the deeign snd spplealion of ‘theory-bewed spproaches euch ss Corrbution
Including. wham thase can be mppliad slongsids quaal-expasimenial approachea (wa wu
dulmadl mixed-methoda approach 1o tha evalusiion of Lacal Piane to tackie air pollution far
Defra and Department for Tranaport, for exampis). Wa have supporied BEIS and others, such
ma the Worki Bank, in lzeaming sbout tha effecivencea and impact of innovallve finance
MW.CMMMMW,MHBMMGUKCIM
invesimante and the Global Cimsie Parfrrship Fund) where amall numbers: of deals, and
mmmwmmnmummm

mmummmnmmmmmmm tha optiore
for evalunting the Ciean Growth Fund. We are highly experienced presenting such oplions
ssscsaments b clenia, insluding working through any mde-offa with them (for exmmpin,
babwean mbusiness and lhe genemiishiity of findinga, or to Rdvise on the most appropriate
lavel of resource Intenally) and aupporting them o produce mafarials thal can faciiiate the
procuramant of a mainatsge evehsrfion.

Tha speclic experiancs of the individumis within the eore taam we heva brought ingether for
thie study ia present=d below (ul CVa are avelisbie on request].

Dacigning proces and i
evalustion

IR Dasigning Underdanding ~ Understanding

Team mamber mathadologe, induding ovaluations of of tm SME ol the clsan
quasi-eaparimantal Mrancisl struments  sector * | mch pwetor
1ppoachs
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PROJ1.3 Understanding the Emviranmont

in this saction ws st oul our understending of the conted In which the Clean Growth Fund s
being designed, s retionate for interverttion mnd the key ssues which will fmme ks evahulion.

A, National Pollcy Cantext
The 2017 UK incustrial Strategy, framed by four ‘Grand Challengas’, este out the
WMhmhmmmmmmM
future businesd settings, praducing high-paying jobs and upgmding infrastrucium. in achiaving
thase goats, thara la axpectad to be significant dlerupBon Io the Indusirial landscapa, requiring
callabgratian bptween business, acadamia, civil sodély and govemmant in ansum the UK
makes the mbst of oppariuniies crealed — induding m global ehift (o 'clean growth’ ihrough low
mnmwnmﬂum

UK Govemment stretegy recogniasa thal ihass shifis — driven partly by the Climate Change
Act of 2008 which requires the UK i reduce in earbon emisslons to 80 percent of 1660 jevals
by 2050 — will crests both opporiunifies and threats for ths energy seciod in e UK. Tha shill
In focun towards cleen energy has boletered e UKK's capabiRy in developing and
commarciafsing new low-carbon technologles (fram eutomolive angines to building dasign o
improve energy afficiency). Resulting from thia echnological innovation sre new indusiries
and compmnies which are driving the high-growth and high-value low carbon sector in the UK

The Claan Growth Streiegy® hae two puiding objeciives in achieving reducad emiaslona:

= To mast domasbc comsnitmanis s tha igwesl posabia nel osl b UK iaxpayen,

conaumere and businsases; and,

*  Tomadmisa the social and econamic benalia for the UK fom thia tmnsition. |
To do this, thare needs 0 be u clear and effeciive support mechaniam by which innovadion
can flouriah, such thet mare eficisnt products, procesans and systema can reduta the coat of
clsan laghnologles. To achievs thia, the Clean Growth Shwtegy has outiinad ila efforts In
making the UK synonymous with gold-aiandard prctices in providing fimencial suppart in claan
growth industries, citharwise imown ss green finance. |- Grezn Finance capablities are
boisisred by the ast-up of the Green Finsnce Teskforre and engsgement wilh tha Brilish

managems
tha shift in UK altihude (owards the development of innovaiive, clisan technologlea.

B. Recant Trends In Veniure Capital and Clean Tech Investment
imevesl and investment in dean iecimology
Increasad in the first heif of the 2000's, but
then went through @ pariod of deciine after
the 20068 fnancisl orisia (e lotal capital
ralsed by UK VC funde fall by mimost 85
parcent betwean 2007 and 201(R).
Although, the UK VC markel mcovared &

parfom wall when companad with tha rest of
Europe, more recently (since lnte 2015) the
sb» snd number of VC investmenis has
docisased. The BVCA identiied a number
.of kay changes In the UK VC markel,
tncuding the increased uee of ucceleminr
progrmmes (s reporied by BEIS?,

© ity fummtn, pum fabing wanden. guy ult/ guverversma g
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Instihtionalisation of angel Investment and cowe funding, growth [n seed investment, an
increaaing number of larger ster stage invastment rounda, fawer IPOa (s8 Bhsirated in the
Mdlﬂllbcw,hﬂlngWM)llﬂ an increasingly internationsl profie of both
companies and investors.

From 2010 armaards, VC funds took am intereat in raising specifically to suppart early stage
clean echnology ventures. Govemment subsidy sciemes helped profis assodisted with these
Investments to ba ssen se aimosl rizk-free. However, mmterily measurea pul in place in the
earty-210s resulted in bwer goverrment support around these (echnalogles and the
momentm In cleaniech VC deals has slowed. Analysis of Beauhtnet dala has shown that
sinte 2012, the mverage VC deal size ea shrunk fom £3.7m to £2.3m In 2016, Over this
pulud.mﬂwVClundnhmﬂnmdanﬂtheuMWhlnMnhunm
techmology enabled ventures mare generally, neiher than only clean echnology.

Ad reported by e Green Finance, Teskforce!, the green bond market In 2017 (althaugh
reaching $155.5bm), wus only 2% of the larger bond market value.! Much mare Is sfill needed
in ordey Io fully aupport the effsclive development of a global deen growth economy. The
Cormmilies on Cimate Chengs estimated the iotal invesiment required to meet the UIKCs fith
carbon budget at c. £2%m per year, the buk of which wil be led iwough private wector
Inveatmenl progmmmes. Howsver, Lhe deployment of public finance in the early- to mki-stages
nrdaulqmentuunmnaechdh 'orowd-in’ venture capital by reducing the amoum of
expensive Inftlal lunding needed tn progress thesa novel technologies.

C. Rationale for intervention {general market failures and thase speclfic ta clean-lech)
There remain underlying laues mmd bamlars which hold back fwiher scceisration In
inveatmenl in the deen Ischnology sedior. As we know fram our previous evaluations of funds
and Interventions in this secior (such as of ihe UK innovation Investment Fund — UKIIF - for
the British Buinses Bank, or our evaiuationa of the UK Ciisnats Investments Piot and the Global
Clmate Partemship Furnd for BEIS), the broad sult of banters inciude: the commerdsisation
barriera feced by new technologiea competing with mehure altsmafives; the timeline for full
deveiopment of a novel lechnology (o eommerdializetion; the imited extert to wiich the market
valums the puble benafits from renewables; and, markel wenknzases such aa inndequats
(nformalion.

Despie the variots suppait mechanieme in place, Inchxding Inferventions Ipsos MORI lmve
evaiueizd such as the Faraday Baflery Challengs and other (ndustrial Stategy Challenge
Fund programmes, there are siill chalianges o gvercome more generally in the VC space. A
varisty af funding Inatrumsnits: (both Inefitutional and private equity) ere seem e kuy b
unbcllmhdevdupmelldSMEl.vlmewhmmuhdunmlmmmmmm
to support tha Investment needz of high-growth firma ®

' A number of financial masket fallures can therefore be recognised (and have baen evidenced

In @ur previous evaiuations, such aa af the UKIIF) to justify public intervention In finamee

markets, and vernture cagital In paricular

. mlnmmuormmlnfnnmummHMuﬂ\nmmmsuEMﬂm
_ proposdala aa well as SME execulive management beama difficult”, especiaBy for early
" slage companies and leads 1o the exiatence of lransation and due diigence costs.!
These tmresacion coshe are typically fxed, not varying by Investmant alza, and therafore .

'WMFMWW_J'MM'
-mmmﬁﬁmmwmvmmmm
-cwmuo’ ’mmaﬂummuw

e demnasd i ] 19 "Tha Supply of Finanae b BMEx Ravisiing e
‘mmimhmmmm_ﬂmﬂlﬂww
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becoma diMicutt ko justfy for investors undertaking smal investmenta where they wil
represant u largs proporiion of the sum I be imaeind.

» Dus o ihe difficziiies in veking early singe companies and sssesaing thelr
commercial potantial, squity inveetars will pises a lower value on the proposition and
tnvest iess resources than would be optimal (n the firel best case.

hvnin-ndllnhum ‘individuai interesls batween lha diffsrent invesiovs
mlmmhm-umd. for insimnce on ek prelarencs for exil rout=a. Thia
crestes a need jor nddiional monitaring ectivities on the part of the invesior and an
mwmammmmumﬁm

» mmm-ﬂnuMdMMMMhhwnﬁu
mh“mmhmwm Tha high levels of
interegtion batween markst parficpents neaded o bulld sn efleciive sysiem of
intermediary Ingifutiona are not present in tha UK VC eeclor, traaling co-ordinalion
problame”®. This cresi=a & ¢ase for aclion (b wirengihen markets or fo campensate for
heir weskness Bwough tha provialon of public supporl

o  The reistively low ratums from UK VC investmant whan compersd b the
performnance of US VC have the polsntial ip deter Limitad Purineare rom cammitting thelr
capital inio a UK basead VC fund.™ Research inom NESTA indicaled thal, despite UK
rohsma eaiching up brisly in the mid-2000s, Gey dropped behind again In 2013." This
-:wty-wnmumdﬁ-r-ﬁhmmmnlhu&
NESTAhmuﬂlﬁnh“IbhmpuhumndVCthMmm
(ate 1990. Globally since 200213, #he median and maan ivemal Rate of Reln™ has
been nageiive ard VC funds have conaistenty aitsined wsaker retuma than other
classes of (nvestmant, such as equities. kmpoviantly, however, there s lage varisions
hhmdwmmWMMMpﬂmm
recent BVCA dain for livo UK does shaw finands) retume 0 ba improving (and moving
into poalllve teniicry), but venturs retuma el ing fhoss of ofher aeset ciasses. For
nstamxe, BVCA figures show the 10-year IRR retum for veniure Is 5.1%, which la sighly
iower than the 5.6% retum from Kwvesting in public equity market.™®
idertification of fund maragars capable of delivering sbove evernge refurma Is ever more

impotant. )

» Thane are a set of broader market faliures and baiore whith pervade this area:
exiemalllas auth a8 knoudedge spill cvers from innovatiom thet are not valuad by
inveatve, mmmm-m-mmwm"

mwmunmmmmbmmmwm
the development and depioyment of ciaan growih tachnologias wough £20m of imesimert,
wwnmmmmnmwmm

D. Clean Growth Fund Policy Issuss

This contex of the claan fechnology VC lmbﬂpa.uvurhnbunm«dhyl-uer

* Longer timeacales to commercial development: csenisch atari-ups inhorantly have
longer mescales to scale and commerdaiss fechnalogy In camparisan (o dipiial

wnlmmmnbln“ LK Govermnent muppart for extty-atage venion wpttal

--m-nnnn Equty Traiar. URL: IERBIOW-OUSNISS-DaMiL 0 EERcN eIt el Dain
2CCRLRE PR,

"mnmumlmnﬂ u—nummmmmmnﬂw

YT asgomaing Gxcount _nm valush Of rwastmant cah Dows el bz alsxiive oppoitaies

200 I WD pastve A -n-nuqmmm
¥ BVCA (T016) Packamancs Massranet '

"wmqn—h-—wm Rationies s oxis of pubi: infeTvention,
4
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technologles. According bo the Aceelerating Green Finance Report 2017, the lime elapsed
for u ‘firet-vesiment 1o ‘axit’ for B hardware start-up can be mora than 10 years.This
conficta with the chameciedstics of a typical company inveeted In by VC funds; typially,
VC funda are set up as 10-year pasinarships where limited partnere (oulside investorns)
provida capital to the VC (und which ia then managad by the general partners. The fund
will normally invesat in a portfolio of emall, high-growth companiea over e firet S year,
and reap the retums in the final 5 years. Iif a company cannot ‘exit” within 3-5 years of
reising funds, fhe VC may choose b write off fha investment.

e Knowledge spill-over market falhi'e: for those start-ups which do receive VC funding,
competitinn fom ‘fasd followers’ Le. thosa which ‘ida the wave’ and benefd from the splll
over knowiadge of the pionesrs in ke seclor, poses a serloua risk for investors which ecak
fo Invest in an idas which cannot ba replicaled so easly. Hance, investora tend ta prefer
projects which have Bile spill aver knowledgs. Furthenmore, due (o the longer imeframe
associeted with cleantech commercialissiion, this exposure to knowledge spill over
humuwlrgrllhrh'lholnmbr

o jiiguid secondary market: a key factor to conaider when investing in a new start-up is
the ebiity to exit from your investment; thet ls, i sell on the equily in the company. One of
the sues here Is that many of the large ensmgy campaniea make up @ eignificent part of
hhmmmmmmummoumm*mhehhdﬂ
yet Ip be confirmed however.

. Mqounwhhunhuhnllemmpplh for thosa clean-ech companias
whith wera [n the business of energy production, them exisis fisrte competition from
pizyers (n the commodities markets which operaie with sxdremely tight margins and hold
an alumdance of cheap skemalives, Le. ofl and gas or silicon solar panels. Thia has meant
that investmenl (n RAD while also oparsting a lesn manufachring aperation hes moved
difficult and Geters Investora from expioring thees typee of cpportimities.

* Nature ol clean energy production technologlea: clean energy production
mmﬁuwmnmmmurmmmmm
first, @3 I common with all new start-ups, ia the rigk of the underying techuwiogy faling In
alab estfing. In addition to lhis, thera also exista the issue around whether the tectnology
vwinks at scale. Ofian, progresaing thesa iypea of technologies b ful ecale can be vary
capilaHntensive, with very few VC funds heving the ¢apital cuiay and or the riak appetite
b0 invest ut this stage. The risk aliached 1o dean enargy produciian lachnoingles is greater
Mmdmmmmhvchnﬂpe,MIwIMngﬂuﬂlﬂdmﬂindm
mmmmmmw-umm

The sbove implicalions demonstrain the need for market intervention in faciitaling VC
investmant in the cleentech space. Considering this, | will be important io raflect on the
siructure of the Clean Growth Fund and ite capaciy to achieve its cverarehing goal to catalyse
the deantach sector and leverage privale seclor funding ta ensure the UK Is st the lorefront
of developing clean technaiogiea and aoidtions. |t B notsd that tha Gean Growth Fund Is
alming to do this with a relatively srmall fund el - mtnmemmdndlnnel‘lhgm

-and managing a \C fund, there ténds to be' nmhunmmmmmmmammmun!

\;ersion 1.2 N

viable (dround $100m), end émalier funids can tace iséuesd in attracting instiutionél mveslora’®.

The Fund'ia alsg legeted at Seed and Serea A finanding, I.e. smull investments st the
esarfiestinskiesat singe. Wae recogniae there are saveral other VC schames In piace across the
UK to support inminasses of this nalure, Including SEIS, EIS and VCTe. This i important to
midaammmhemmmduplnimlnm“undllmlﬁulﬁumdufh
markel, removing some of the addiionality of the Clean Growth Fund. Thia wil be a key
consideration in tha design of the evalustion of tha Fund. .

 Nafined Aurst Gifice [09). Venlare Capial Suppoan (o Smutl) Busiessan, XE0-10.
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PRQJ14 Projoct Plun and Thnescales

Our dotaiad project pian incuding ol principal taaks, missiones and daliverables Is provided below. During
tha contmct deRvery, biy providing you with updatea againat this wark programme it will enabis us 0 esaly

demonatrsts progress, highlight any Ematabling risia and treck budget expendliure sgainel plamned (raks.
Our project pian also Indicates suggaated mestinga and olher interectiona with the BEIS tsam.

Scoping en Bvelustion of the Clean Growth Fund

Eny Ditwwrshhs

Finml projecs plan.

Ecxping rugen i & Bnal)

Susnwy of evshaian pian (staadaions)

DaBvary of ilista milecrd thvuugh moping mxgs, Wcisdisgenoasid pannbsions

] oy oocsings / commre puterts it B

Aa deiafied in our project pian abova, we will provide (ha following oulputs © BEIS:

o A detalled project plan following the inception meeting, oulining ksy dsisa, milsalones and & risk
mgister wilh associsind miigation siralegiea.

L] \'lntlypmmumm”eum-mddmmm

o A drufl and Enal version of the svaluation ecoping report Inchuding the evaluation framewark, gptons
appralsal, and an oulfine of the reasarch ectivibes and aseociated costs, and rish regixier lor
MMMIHMMMGNMMM Thim will eleo Include
a atsndalons aummary b acitais diasaminafion of the key outzomes of this edoping etudy Io a widar
mngo of stekeholdare.

e A presentation alikidedeck in PowerPoint summanaing the key Endings and recommednatons of the
Scaping eludy. )

¢« Al ressarch meterials used duaing the scoping eludy (such se lopic guidea for sialiehoider Imendaus)
ond any dela gemersted — whether via eecondary analysia or primary deta eallection Including the
necessmy parmissiany 1o transier this daia t BEIS and for any stalmholdems ta ba recontactad in future.

We ara ksen b suppart 68S In communicating the findngs of e scoping wudy efflectively — whethiar tia be
to ataksholdars intemal b BEIS or in oiher parte of Govenrment, or for the purpose of procuring & mainatage
evaiuaton cantracior. Tharefore we will seck lo decuss tha dalverables sbove with you il cammiseloned, and
explore any hurfher or dfferent mades of communicsting and disseminating the lndings to maximise reach
end Impad among your etakeholder.

e ——— e =S
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mafurmhhlﬂuhmmhmmmm Thevstore, \\eph:agmlllmmonunwmw
Mmmﬂlmmmmmmﬂmemmmm We have extenahva @

gallvering reporta far BEIS, including warking to the Departrmant'a repart guidelines, -ndnhnlhrlﬂhlhe
dmfling process elicwing provialon (n the timetabie for al laasl two erations of commenis and revisiom

Our working arrangements to dellver a auccessful programme of work

Oer temm (ws sel 00 0 Progl-2 “Stail o dediver™) nchades named ndividuais with clearty defined robes and
respormiteiios. Our Project Hmmqmll be the central point of contact for BELS mnd
will be responsible o dy-to-gay Ipﬂmmﬂlmﬁﬂﬂbﬂnmwlndl
internal emad exchanges of the team o mamibsin an oversight of the whole projecl and commaunication
chanmnss

As s00n na the conbract s ewarded, the Project Manager will Ealse with BEIS to orgenise an Inception
meeting. We propose o use this as an.oppariunituy to présent to BEIS a preliminary workpian and risk
regiater amd (0 receive faedback an this in ordar to kform the development of & final project plan (which will
ba sent io BEIS for neview end farmal sign-off following the Inception meeting).

Thoughout the projet, the Projeci Manager will organise weekly internal team meetings b diacusa
progreea end anable earty kdenGficalion of any potential rieke (o delivery. Theae meetings will feed Inip the
weekly written updates and calla with BEIS. The prolect tesm Is enfiraly based in London, enabling easlar
face-io-face interaction and Ihe sel-up of mestings on an ad hoc basls as needed. We aiso have Skype for
Buminess conference supporl, which allows for the team 1 meest ramotely If neaded.

We have assembied a team for this gtudy with sulfident capacity 1o deliver to the Bmescales set out In tha
projact pien above (the detailed allocation of days by task aroa is provided In the Prica Schadule eubmitied
sopargiely). However, In the eventusiity of further resource baing required (for example, In the eass of staff
lbuncaonlmhmyehmga in the acope of the delivery of work) to meet thia timelable, we have the mbility

to draw on the wider Pallcy and Evaisation Unit (a tesm of 2D evaluators, economiats and etatisticans).

Our approach 1o risk-management: aasessment, managemen( and mitligation

We commit (0 @8 "no-surprise” approach D project manegement, providing & atruchured straiagy bb Identilying
and mitigaiing rizke 1o pojact dalivery st an aarly stagm. Our project plan will idenfily snd highlight our

mitigation messures Lo key riske we foreses for the dalivery of this project. This will be Lhe siating point of
our Risks and lssues log, which will be reviewed on an ongoing basis. Tha weakly ifemal meetings, weekly
uﬂlunupdnulndm"nlhnElsunbuuudhuuvﬂlymdnlglnymn&nmm.mum
sppropiiate remediation measures.

Our qualily assuranes strategles,. policiea and sysiema to enaure the delivery of the profect meels
quality requirements

Ehcﬂvamﬂlvm (@A) s central io the high-qually dsivary of any projac and the exient to which
the evidente it generates etand up lo extemal scruliny.

Withén this speclic project, we have buifi-in quolty pasurtnee proceassa and roles within the team
ey ’ B ! hove sign-off on all materialy being defvered o BEIS, both research
relsted raks baimg prowvided for BELS sign-off (such an conmuitahon gic gukdes or workahop feciidalion
plans} and prosect delverables (theary of change, scoping report, summany repord). in mzo:’uﬂc
{Hosd of Econamica) i & com mamber of the leam as an evalustion methods advesor e
evpiuadon fremework and options appramaal pnor tn the firet deeft being defivered o BEIS. Theso QA rleps
within our tesm will snaure thal BEIS receive high-gquality, thoroughly cheched cutputn fire? frme from our
lsam.
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At mn arganissiional level, Ipsos MORTe standsrds nnd scoeditations provide cwr dienis with the pasce of
mind that they can always depers on us to delVer reflabin, robust findinge. Ipsos MORI worka o The highest
usily sansdr:-ds which sre engreined fraughout the lle-cycie of avery pioject. Our suggesind projec! (aam
have dewr rolos snd inza of accountability snd faliow project managameant prucedures baeed an ISO quekiy
system3. lpgos MORI operalas an iniegraind qualily, campliance, and kviormsiion escurly mansgement
system, and owr 'Businesa Excallence Sysism' b certilled to I1SO 27001 (data seaxily) snd Inerviewer
Qualty Control Schems {(ICQS), IS0 20252 and ISO 9001 (marist research and project mansgamend).

All daim je hangied and procassed in-housa. We are fully compliant with the equirements of the iniemational
sinndard for informalion eecurtly (1ISO 27001) and e HIG Cyber Ementials Scheme snd have bean for
_many yoars. Our Businaes Excellence Team enaurse we ara fully cormilent wih GDPR reguiations
ewizbishing mho In the data cantrolier =nd the lagal basls for colecting the dats, Inkarming perllcipants of
their righia as wall sa enauring appropriate daia fiow and privacy poliey noticsa are in piace.

Version 1.2
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Annex A - GDPR

Subject mafier of the
processing

Ouration of the
mlﬂy
Nalure and purposes of
e pracessing

{yp= of Personal Data
Categories of Data
Subject

Pian for retura amd
desfruction of the data
oove the provemsing i
campleie UNLESS

™ oxxdey union
or vembierxiafe law o
nluwlhim of

|utas

HBE will hold a smail number of
stakeholder coniact details as part of
stakehalder conmuftzBions.

This is a smail reswarch study which
Involves discussing monitoring and
evaluslion Issues with extemal i

mm-uhm-uhu-yms
_ aind will end March 2019

We are nol expecling to hanslie any bige
amoumnis of persanal information as we are
condunfing a sooping study that imvolves
siakshoider sconsulixtions and as pwt of
this procesa, we shafl have stalicholdey
contact details.

Biniwholders will bé mhad to provide
comaent to ke parl in the comsuiiations,
which may take the fovm of oms (o ana
mexfings ar small graup discmsiona.

Biakeholders' vonsent will be soughl i any
potantiafly idaniifable inforrvation (v.g
anonywised quotes) s reporied in sny

This shrdy In designed in inform s © |
subsequent project no stahshoider oontact
defails may be subsequently passed an to

hmﬂmhbhhm.
will ba msked for

pesmission/conaent for their contact detalls
to be passed on.

The kawful basis for procansing and sioring
of cantact dataRs i "public inberest".

.Il.ﬂ,lﬂlll,hbpl';-m-’_ __
Key stakehbiders who would be (ntsrestad
In he new Claan Growth Fund, inoluding
both imovalon who woukd Inok t® receive
firancial sapport e the Fand and

Investors who would look tn invest in the
Fund.

Any personaly idenifiable information wll
be destroyed 3 months sfter the and of the

pruject
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