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1 Introduction 

This document is an implementation guide to assist Councils to pitch, design, develop, implement and 

manage a successful Revolving Energy Fund (REF). Developed for the NSW Department of Planning, 

Industry and Environment (DPIE) as part of the Sustainable Councils and Communities (SCC) program, 

the Guide outlines the following: 

• What is a REF? 

• How it operates in Councils? 

• What are the components of a REF? 

• How to design a REF? 

• How to pitch a REF? 

• How to implement, monitor and manage a REF? 

• REF good practice 

• How to use the accompanying REF Light Excel Tool? 

Designed to be accompanied by the REF Light Excel Tool, together they provide details of all the steps 

required in developing a REF at a Council as well as the tools necessary to monitor and manage a REF. 

Councils looking at developing or pitching a REF can utilise this Guide and accompanying resources to 

successfully implement a REF at their Council. 

More Councils are implementing REFs, with more than ten examples highlighted in this Guide. Of those 

Councils that have implemented a REF, they have mostly found that it assists in the fast-tracking of 

sustainability projects that would normally have to compete with other projects in the general budget. 

The REF enables Councils to have an additional funding source focused on sustainability. When aligned 

with an existing sustainability action plan, a REF can accelerate a Council’s transition to lower emissions 

and higher renewable energy uptake. Furthermore, through implementing a REF, Council can increase 

investment in energy efficiency, renewable energy, and emissions reduction. These actions can reduce 

costs related to energy and redistribute these savings in the future to other areas of Council. 
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2 Glossary of Terms 

Acronym Definition 

AC & DC A solar panel produces Direct Current power, which is converted to Alternating 
Current power via an inverter so it can be used in buildings 

BMS Building Management System 

CCA Climate Change Adaptation 

CEC Clean Energy Council 

CEFC Clean Energy Finance Corporation 

CER Clean Energy Regulator 

CPP Cities Power Partnership: a free, national program that brings together 
Australian towns and cities making the switch to clean energy. An initiative of 
the Climate Council. 

CSP Community Strategic Plan 

DPIE NSW Department of Planning, Industry and Environment 

EE Energy Efficiency 

EPC Energy Performance Contract (to deliver guaranteed energy and cost savings 
and financial return for energy improvement and renewable energy works) 

EV Electric Vehicle 

GIS Geographic Information System 

HVAC Heating Ventilation and Air Conditioning 

kW, MW Units of power – usually used for electricity 

kWh, MWh, GWh Units of energy – usually used for electricity 

LED Light Emitting Diode (lighting technology) 

LGA Local Government Area 

LGC Large-scale Generation Certificate 

NEM National Electricity Market 

PPA Power Purchase Agreement (for this document, PPAs are assumed to be with 
renewable energy projects only) 

PV Solar photovoltaic technology 

RE Renewable Energy 

REF Revolving Energy Fund 

RET Australia’s Renewable Energy Target 

SCC Sustainable Councils and Communities program 
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3 About the Sustainable Councils and Communities program  

The Sustainable Councils and Communities (SCC) Program works with resource-constrained councils 

across NSW to improve their energy efficiency and increase the uptake of renewable energy in council 

facilities. The program helps councils understand, prioritise and implement energy efficiency and 

renewable energy upgrades.  

This program is funded by the NSW Climate Change Fund and delivered by the NSW Department of 

Planning, Industry & Environment (DPIE, formerly the NSW Office of Environment and Heritage (OEH)). 

The Sustainable Councils and Communities Program aims to: 

• Identify opportunities for councils to save energy, money and increase energy efficiency and 

renewable energy knowledge among council staff,  

• Support councils in using energy data to develop business cases for renewables, efficiency or 

upgrade projects and become ‘investment ready’, and 

• Increase knowledge and capacity in LGAs through energy efficiency and renewable energy 

programs aimed at supporting households, businesses and communities. 

This program is designed to overcome a number of barriers reported by smaller local governments in 

NSW. Due to internal resource constraints such as a low ratepayer base, and high operational costs 

from large road networks and aging infrastructure, many councils are unable to devote internal 

capacity to manage and implement energy savings projects. These barriers result in resource-

constrained councils missing out on opportunities for financial savings and other co-benefits that can 

be achieved through improving the energy productivity of public facilities. 

DPIE also has a suite of programs focused on supporting households, businesses and communities 

across NSW. These programs include: 

• The Appliance Replacement Offer  

• Solar housing upgrades for social housing 

• Energy efficiency for businesses and households 

• Community engagement, capacity building and leadership. 

DPIE will aim to connect communities to these programs and assist in driving energy efficiency and 

affordability for regions.  

It is anticipated that councils participating in the Sustainable Councils and Communities Program will: 

• Deliver scoped, verified, and prioritised opportunities to save energy and money  

• Develop business cases for potential energy efficiency infrastructure improvements  

• Identify funding pathways and opportunities 

• Have connected and empowered communities with increased knowledge and understanding 

of government energy efficiency and affordability programs 
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4 Revolving Energy Funds 

In Councils, there are many funding sources for projects, including funding from the budget as capital 

or operating expenditure, funding from borrowing as loan finance, and grant funding from State and 

Federal Governments for example. These funding sources are allocated in a process that involves 

multiple stakeholders with competing priorities. Sustainability projects are often capital-intensive and 

potentially ‘not core business’, making these projects challenging to implement, especially for a 

resource-constrained Council. As energy costs and the need to decarbonise increases, the need for 

innovative financing to enable cost-saving energy efficiency and renewable energy projects to be 

developed increases in importance. One strategy for overcoming these challenges is creating a 

Revolving Energy Fund (REF).  

4.1 How Councils currently finance sustainability opportunities 

Several financing options exist for the funding of sustainability projects, such as:  

1. Grant money and other financial incentives 

• Grant funding 

o Often grants that directly target climate action are available 

o Industry and regional funding opportunities also arise from time to time and may be 

able to fund or part-fund efficiency and renewable energy actions.  

o Future grants may also be available, such as via the NSW Net Zero Plan, and potentially 

other State or Commonwealth grants, whether aimed at ‘clean energy’ or regional 

development.  

o It is important that processes to identify and respond to new grant opportunities are 

maintained or instituted. 

• Financial incentives (e.g. STCs, LGCs, ESCs) 

o Pre-existing incentives for eligible renewable energy and energy efficiency initiatives 

include: 

▪ Small-scale Technology Certificates (STCs) available as an upfront discount to 

renewable energy installations of <100 kW under the Renewable Energy 

Target (RET) scheme, 

▪ Large-scale Generation Certificates (LGCs) available as an annual income 

stream based on energy generation, applicable to renewable energy 

installations of >100 kW under the RET, 

▪ Energy Saving Certificates (ESCs) under the NSW Energy Savings Scheme (ESS) 

for eligible activities. LED lighting upgrades in buildings and streetlights, as 

well as motor/pump system upgrades for efficiency, may be eligible to receive 

ESCs. This is usually applied as an upfront discount to the capital cost for 

‘deemed-savings’ initiatives, though project-based approaches with periodic 

claim for ESCs is also possible. 

o For planned renewable energy and energy efficiency initiatives, Council should ensure 

that incentives are claimed wherever possible to lower costs and/or increase savings. 

  

2. Funding through the budget through capital and operating expense budgets 

• Self-funded through capital expenditure and operating expenditure 

o Sustainability projects can be financed with Council’s own funds.  

o There are no ongoing contractual obligations and Council owns and depreciates the 

equipment.  
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o Projects need to compete for funds with other activities, and Council carries all 

finance and performance risks. 

o Council is also responsible for the maintenance, although many providers offer 

maintenance contracts to ensure that equipment continues to operate efficiently and 

reliably. 

 

3. Council borrows 

• Loan finance 

o A loan funded model means that a lender provides capital to Council, to be repaid by 

a certain date, typically at a pre-determined interest rate that moves in line with 

changes in a reference lending rate.  

o Council makes regular repayments to the lender to cover interest costs.  

 

4. Third-party borrowing 

• Onsite Power Purchase Agreements (third party borrowing) 

o An onsite solar power purchase agreement (PPA) is an agreement between Council 

and a PPA provider. A PPA provider designs, constructs, owns, operates and finances 

the renewable energy generation equipment. The PPA provider is effectively leasing 

Council’s space for an agreed period of time.  

o The PPA provider retains ownership of the system and the responsibility for any 

maintenance costs. Council agrees to buy all electricity generated by the solar system 

at a rate typically cheaper than the bundled price of electricity from the grid. The cost 

per kWh can be fixed or escalate at an agreed rate.  

o Solar PPAs have a typical duration of around ten years. It depends on the PPA contract 

as to whether the ownership of the equipment can be transferred to Council during or 

only after the contract period.  

o In 2017, the NSW State Government tendered for a panel of preferred solar 

technology suppliers, with a PPA model forming part of the services sought. This panel 

of providers and solar energy services is available for local governments to use. 

• Other (e.g. Energy Performance Contracting) 

o Energy Performance Contracting (EPC) is a way of implementing renewable energy and 

energy efficiency projects and equipment/plant/maintenance upgrades in all types of 

facilities and buildings. Under an EPC, an energy services company (ESCO) is engaged 

to improve the energy efficiency of a facility, with the guaranteed energy savings 

paying for the capital investment required to implement improvements. Under a 

performance contract for energy saving, the ESCO examines a facility, evaluates the 

level of savings that could be achieved, and then offers to implement the project and 

guarantee those savings over an agreed term. 

o An EPC allows facility owners and managers to upgrade ageing and inefficient assets 

while recovering capital required for the upgrade directly from the energy savings 

guaranteed by the ESCO. The ESCO takes the technical risk and guarantees the savings. 

The ESCO is usually paid a management fee out of these savings (if there are no 

savings, there is no payment) and is usually obligated to repay savings shortfalls over 

the life of the contract. At the end of the specific contract period, the full benefits of 

the ongoing cost savings revert to the facility owner. 

In the REF light tool, the financing options are limited to grant money, funding from the REF and the 

budget. If you want to model loan finance and solar PPA, please refer to the full version of the tool. 
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4.2 What are Revolving Energy Funds? 

A Revolving Energy Fund (REF) is a sustainable funding mechanism, whereby savings from sustainability 

projects are tracked and used to replenish the fund for the next round of investments. In this way, 

funds used for energy efficiency, renewable energy, and sustainability projects can be spent multiple 

times to drive emissions reduction, energy and cost savings. REFs allow a monetary investment to be 

spent a number of times (through reinvesting energy cost savings) without reducing its value. 

 

FIGURE 1: REVOLVING ENERGY FUND - FUNDING CYCLE 

Several options exist in terms of how a REF would operate: 

• It could start with seed funds that do not need to be repaid. Savings from efficiency and 

renewable energy measures are returned to the REF and used to fund future initiatives, 

• Savings are largely returned to the project owners so that they see the savings on their bottom 

line, with some savings retained in the REF to fund new measures, 

• The REF operates as a loan fund with savings repaid into the fund before project owners 

have access to the savings. This way, the initial fund level is maintained and can be added to 

over time. 

The REF could be set up to be a contestable funding source. Projects would need to meet and be scored 

against agreed criteria to be eligible to apply for funding. The projects with the highest scores would 

receive funding from the REF. 

 

4.3 Benefits of a REF 

The main benefit of a REF is to provide Council with another source of funding for energy projects. The 

REF will require initial seed funding from Council which will be used to fund the first few energy 

projects in the pipeline. A portion or all of the energy cost savings from these projects will go back into 

the REF to sustain the program and fund new energy projects. In case the balance in the REF is 

insufficient, top-ups can be made by Council.  

This is illustrated in Figure 2 where the various funding sources such as grant money, budget and REF-

related funds are shown that finance energy projects such as solar PV, LED lighting or HVAC upgrades. 
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Council can decide if a portion or all savings generated from an energy project will go back into the 

REF, or whether part of the savings will go back into Council's budget. The REF Light tool can help 

Council simulate the performance of the REF and determine the required amount of money in the REF 

to achieve a cash-positive scenario. 

 

FIGURE 2: REF BENEFITS AND OPERATION 

 

4.4 What purpose do they serve? 

There is wide consensus at all levels from international bodies to local governments and communities 

that emissions of greenhouse gases need to be reduced rapidly in coming decades, and that we must 

reach net-zero emissions by mid-century to have a chance of avoiding the worst impacts of global 

warming. However, despite this overarching need, many organisations have challenges in funding a 

transition to net-zero emissions, with efficiency and renewable energy generally not being core 

activities of organisations.  
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REFs are an investment vehicle that can help accelerate a Council’s transition to net-zero emissions 

through renewable energy and energy efficiency. By reinvesting and tracking energy cost savings into 

the REF to fund future projects, a measurable return on investment is created. Some potential uses of 

funds in a REF include: 

• A REF provides an additional funding source for sustainability projects which will ordinarily 

compete with many other projects when applying for general funding, and may be 

unsuccessful if funds are limited, 

• Capital works projects are typically constrained by budget and may not take into consideration 

best-practice design for efficiency or renewable energy generation. A REF may enable the 

marginal cost of efficient and clean energy solutions to be incorporated into new works, 

• Grant funding opportunities often operate on a matched-funds basis, with each dollar of grant 

money needing to be met with an equivalent amount of Council funds. A REF can be used to 

meet this condition without the need for additional funds outside of the approved budget. 

 

4.5 Operational examples in Councils 

There are multiple examples of other Councils that have implemented REFs. These are summarised 

below. 

• Bega Valley Shire Council – will be using a REF to implement their clean energy plan. 

o Councils, as part of their 2019-20 budget, has a Clean Energy and Energy Efficiency 

allocation of $70,000.  

o It is proposed that this existing allocation become a permanent budget allocation, 

increasing in line with the Local Government Cost Index. This will form the seed capital 

for Council’s REF. 

o Staff will endeavour to leverage these funds with available grant funding. For the 

purposes of the clean energy plan, it is suggested that an annual grant income of 

$35,000 is an appropriate and conservative estimate of likely grant income.  

o Financial saving generated through energy efficiency measures will be reinvested into 

further clean energy initiatives outlined in the plan.  

o In addition to these direct contributions, energy efficiency and renewables will be 

integrated with new capital and asset renewal projects where there is a sound 

business case established on a whole of life cost basis. 

o This will ensure that lifecycle costs of capital works are considered, and minimised, at 

the design stage. BVSC may consider additional loans where major projects, requiring 

significant upfront investment, present a once in a lifetime opportunity to capture 

lifecycle savings. 

• Blue Mountains City Council – implemented a REF in 2017 to fund its Carbon Abatement 

Action Plan (CAAP). 

o In 2017 Council implemented a REF as the Carbon Revolving Reserve (CRR). The CRR 

was created using money set aside for the carbon pricing mechanism, which was 

revoked in 2014. 

o The CRR allowed Council to adopt the Carbon Abatement Action Plan (CAAP) to 

implement projects identified as reducing both carbon emissions and operational 

costs. Currently, the CRR has committed $1.6 million to energy efficiency and 

renewable energy projects. 
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o The completed and committed projects will generate over $300,000 of operational 

electricity and fuel savings per year – enabling a further $1.5 million of investment in 

carbon reduction initiatives over the next five years. 

o Council also looks for any relevant grant opportunities to assist with funding. In 2019 

Council applied for the Accelerated Public Lighting Grant from the Office of 

Environment and Heritage (OEH) to contribute to the streetlight upgrade and was 

successfully awarded $242,000 towards the project. 

• Campbelltown City Council – Implemented a REF in 2013 to support sustainability projects. 

o To support the implementation of sustainability projects, Council resolved to establish 

a REF in 2013.  

o The fund captures a portion of the financial savings from sustainability initiatives and 

redistributes these savings into future initiatives. Funding guidelines facilitate the 

distribution of money by assessing the sustainability merits of the projects. 

o The Sustainable Council Program receives financial support through external grant 

funds, Council's operational budgets and Council's Corporate Sustainability Fund. 

o The Sustainability Strategy has achieved: 

▪ Review of Council's Corporate Sustainability Fund, recommending projects 

pay back the Fund across an agreed payback period. This has led to 

reinvestment of $71,000. 

• Cessnock City Council – Has been operating a REF that invests outside of sustainability projects 

as well. 

o Any cost savings realised, or income received from energy-related initiatives will be 

directed into the Revolving Energy Fund and then be distributed within the following 

parameters: 

▪ The Revolving Energy Fund reimburses any expenditure incurred from 

Council’s General Fund such as research and procurement required for the 

conduct of energy-related investment activities and the generation of cost 

savings or income from such activities; 

o The balance of the Revolving Energy Fund is invested: 

▪ as part of the pool of funds invested by Council and available at call to be 

utilised for investment in energy-related initiatives. 

▪ in energy efficiency initiatives that will generate either cost savings or cash 

inflows or both. 

▪ in income producing activities and/or business investments that will generate 

either viable short-term cash flows or long-term capital gains or both. 

• Eurobodalla Shire Council – undertook to use a REF as part of its funding mechanisms for 

delivering its Emissions Reduction Plan 2017-2021. Per the Plan: 

o The Revolving Energy Reserve is a restricted internal fund of Council. It has been seed 

funded from a percentage of the budget savings from completed projects. This fund is 

dedicated to funding additional energy and water-saving projects. Funded projects 

must demonstrate a sound business case as well as environmental benefits to qualify 

for funding. 

• Penrith City Council – have been operating a REF for over 15 years. 

o Projects seeking funding from the REF are assessed on an individual basis - addressing 

as many of the key funding criteria as possible, with a key element being the 

maintenance and asset renewal implications. 

o The fund has the following project metric requirements: 
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▪ Payback period - Generally projects with a payback period of 7 years or less 

are considered for funding (exceptions are made in some instances e.g. 

projects that demonstrate significant innovation). 

▪ ROI - There isn’t any strict requirement for an acceptable ROI (State 

Government Energy Performance Contracts target ~12%). 

o Reinvestment of savings - projected savings are invested at the beginning of the 

financial year (Manager approves projected savings to be taken out of the operational 

budget). 

• Wingecarribee Shire Council – a REF has been in operation since 2012. 

o Established in 2012, the Revolving Energy Fund generates ongoing funding for projects 

that reduce energy consumption. 

o In 2017/18 seven energy projects contributed to just over $56,000 in financial savings. 

o The financial savings achieved through the program will be transferred from Council’s 

energy budget back into the fund to support future energy management projects. 

o Future projects include a LED lighting upgrade at the Moss Vale War Memorial Aquatic 

Centre and a solar upgrade at Council’s Moss Vale Civic Centre. 

o It’s through energy management programs such as the REF that Council is working 

towards becoming a carbon-neutral organisation. 

 

4.6 How ambitious is your Council?  

Figure 3 below showcases ambitious commitments of councils in NSW towards greater use of 

renewable energy and the reduction of carbon emissions. Some of the local governments in the figure 

below already have a REF implemented and are outlined in Section 4.5. 

 

FIGURE 3: MAP OF AMBITIOUS COMMITMENTS MADE BY COUNCILS IN NSW 
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5 Components of a REF 

There are multiple operational examples of how to operate a REF, as shown in section 4.5 and 

discussed further in Section 7 and Section 7.1.1. Each example of an operational REF functions in a 

different way, based on the needs of each Council. These differences range from how the fund is 

managed, how the savings are reinvested, and how much funding is provided to the REF as a one-off 

seed-capital injection or recurring top-up funding. 

5.1 REF policy framework 

As part of developing a REF and stakeholder consultations, a REF policy document should be developed 

at an early stage. This is an opportunity to evidence organisational support and provide a mandate to 

establish and operate a REF with some certainty. This document would outline the following: 

• The organisation’s overarching goals for sustainability, emissions reduction and the like, and 

the linkage of the REF to these goals and their underpinning strategies and plans 

• Objectives of the REF 

• Funding mechanisms that will be used by Council to invest into the REF 

• How the fund will be managed 

• Project eligibility and selection criteria 

• Project application form 

• How savings will be estimated, tracked, or measured and invested into the REF 

• How the reporting of projects will occur and how often 

• How the reporting of the fund will occur and how often 

A sample template is provided in Appendix A – REF policy framework. 

 

5.2 Seed capital 

Funding for a REF can come from a range of funding sources and in some cases from multiple funding 

sources. Potential seed funding sources are discussed in more detail in Section 4.1 and a summary of 

funding sources supported by the REF light tool are shown below: 

• Funding from the budget 

o Operating budgets 

▪ Are the most common source of funding for REFs 

▪ Can be a one-time payment or annuity payments across several years for 

example 

o Capital budget 

▪ A common source of funds for sustainability projects 

• Savings from existing sustainability projects 

• Grants and/or incentives received for implemented projects, such as ESCs or STCs 

5.2.1 Key considerations for seed capital 

Often there is a trade-off between risk and reward when determining seed funding to a REF. Large 

seed capital allocation from existing sources (e.g. funding from the budget) allows the fund to finance 

capital-intensive projects that generate a large amount of savings. Large funds are also more likely to 

become well established because they have more flexibility to finance projects, but they require the 

most commitment from Council to manage. 
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Smaller annual funding amounts on the other hand (e.g. annual allocations from the operating budget, 

savings from existing projects) require fewer resources to manage. However, this approach may 

prevent the fund from becoming established and becoming self-sustaining quickly. 

Many councils have started their funds small to demonstrate effectiveness, then increased their size 

once the administrative structure was operational. When deciding how to size your fund and at what 

rate to scale it over time, factors to consider include: 

1) The number of potential projects and their readiness for implementation, 

2) Your Council’s tolerance for change and financial innovation, and  

3) The capacity of the fund management team and facilities department to support project 

implementation 

 

5.3 Accounting system 

The accounting system includes the accounts, stakeholders, procedures, and rules that are involved in 

moving REF-related money within Council. Accounting is often the most complex part of successful 

fund design, so it should be addressed early. One common category of an accounting system for REFs 

is the loan model. Under the loan model: 

• The project owner (applicant) borrows money from the fund through a budget transfer 

• The project owner is then responsible for repaying the loan by using the savings generated 

from the project to repay the loan (this is taken from the General budget) 

• Under a loan model, repayments are usually determined with upfront estimates of savings and 

not adjusted for actual savings 

 

5.4 Payback mechanism 

The size and timing of project repayments do not need to be fixed and would be determined with 

reference to the source(s) of funds, the type of project, the projected return or payback for each 

investment, Council’s internal accounting processes and the like. For example: 

• A project may repay a portion of their savings to the fund each year with the balance returning 

to General funds until the borrowed amount is paid, or it may be able to retain all savings – for 

example, if all funding came from the REF, 

• A project may continue to return savings to the REF beyond the payback time so that the REF 

is topped up and remains able to fund new projects, 

• A project with a high certainty of savings in the long term, such as solar PV or LED lights, may 

be able to return savings to the REF for a long time. On the other hand, projects with lower 

long-term certainty of savings being sustained, such as many control measures, may be limited 

to a shorter period during which savings are returned to the REF. 

• Penrith Council, for example, requires money borrowed from the REF to be returned in full 

through savings being fed back into the REF with an additional 3 years of savings feeding back 

once the borrowed amount has been returned. 
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5.5 Oversight of the REF 

Another key consideration is the team of stakeholders that oversee the REF. Three common options 

to consider are: 

• A management committee  

o The most common leadership model  

o Could be formed from a pre-existing internal group or formed specifically for the REF, 

and should have at least one Executive-level sponsor 

o Stakeholder groups that are involved with the fund and those that are affected by the 

fund should typically be represented to maintain buy-in 

• Staff and resources from a relevant office  

o Such as finance, facilities or sustainability department 

• Dedicated fund manager 

o Appointed to manage the fund 

 

5.6 Fund operations and project selection 

The management of the REF requires a broad range of duties. Some Councils create a REF charter that 

explains how the fund operates and the roles and responsibilities of the various stakeholders, as well 

as reporting and governance aspects. Charters are often created during the design of the fund stage 

and begin as a written proposal.  

A central element of any REF is the procedure for reviewing, evaluating, and selecting projects, and an 

important part of this is a clear application process that provides transparency to potential applicants. 

An example of an application form is shown in Appendix B.  

 

5.7 Project details 

The details required from project owners when they are applying for funding from the REF is important 

to decide upon early. These details could include: 

• Name of the project 

• Type of project (such as Solar PV, Energy efficiency, Battery storage, etc.) 

• Brief description of the project (location, consultation, scope of work) 

• What is the implementation cost of the project (feasibility, specification, implementation, 

contingency, etc.) 

• What are the expected cost savings from the project each year? 

• What are the expected emissions savings from the project? 

• What proportion of annual savings are proposed to be returned to the REF? 

• For how many years is it proposed the project will return savings into the REF? 

• How will the project be funded? Either wholly funded by the REF or combined with other 

sources such as grants, or from the budget? 
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5.8 Project assessment criteria 

When assessing projects, it is helpful for REF managers to work from a pre-defined set of project 

criteria. This could include:  

• Simple payback or other cost-effectiveness metrics such as net present value or internal rate 

of return (NPV, IRR) 

• Capital cost and the proportion of costs sought from the REF 

• Expected environmental benefits such as energy, water, emissions savings 

• Proposed measurement and verification method to evidence savings are being achieved and 

sustained 

• Potential for community engagement and collaboration 

The project criteria should aim to promote the mission of the fund and tailored to the portfolio of 

projects that are available for investment. 
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6 Design of a Revolving Energy Fund 

This section provides a roadmap for designing, implementing, and managing a REF as well as a general 

framework that is widely applicable across Councils. Each step addresses a separate component of the 

REF implementation process.  

6.1 Background information gathering 

The first step in developing a successful REF is to gain an understanding of the range of REF models 

that exist and to begin thinking about how the design of the fund can be tailored to your Council. 

Numerous examples are provided in Section 4.5, Section 7, and Section 7.1.1. It is important that 

research is conducted on how REFs are in use at other Councils to gain a basic understanding of how 

these funds are structured, the types of projects they typically finance, and popular variations of the 

REF model that they use.  

Second, examine the basics of your Council’s operations that are relevant to a REF. These include: 

• How energy bills are received, reviewed and paid? Are bills for these areas paid from a single 

section of Council or split into smaller departments of Council? 

• How is money transferred internally? Councils often have accounts associated with each 

department, and it may be necessary to create an account for the REF. 

• Which stakeholders contribute to decisions about facility, asset management & project 

finance? 

• Who will need to be consulted in order to build buy-in for the fund? 

• What is the current status of sustainability plans for Council? Have any studies been done to 

identify potential energy efficiency or sustainability projects? 

 

6.2 REF model selection 

Early in the fund development process, outline a draft basic structure and mission for the fund. REFs 

have several variables that can be adapted to your specific Council. Section 5 provides guidance on 

how you can structure your REF. The draft structure can act as a basis for further discussion with 

relevant stakeholders within Council to gather feedback and further input. This may take the form of 

a document, presentation, or a few talking points.  

Engage key stakeholders with this proposal, being sure to include asset managers, sustainability 

managers, finance managers, and administrators in charge of operations and finance. The goal of this 

initial round of discussions is to: 

• Identify logistical, political, and financial barriers to a REF, 

• Develop a strategy for overcoming these barriers, 

• Provide the basics for building future support, 

• Refine the structure of your proposed fund to capture opportunities in your organisation. 

 

6.3 Determine the potential of the REF 

In order to implement a successful REF, the investment potential of the fund should be determined. 

Identify a list of projects that the REF will likely finance during the first few rounds of investment, 

including estimates of the costs and savings associated with each project, and a forecast of how the 
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portfolio of projects as a whole will perform. Forecasting of the fund’s expected performance over the 

first few years could include metrics such as: 

• Expected investment / cost 

• Forecast cost savings per year 

• Any recurring operating and maintenance costs 

• Annual return on investment (ROI), payback period and/or net-present value (NPV) 

These metrics assist in building buy-in and tailoring your fund model to maximise financial 

performance. This can be done using the REF Light Excel Tool which can then be used for tracking once 

the fund is launched.  

 

6.4 Building buy-in 

A key component of developing a successful REF is thorough stakeholder engagement. 

1. Determine the essential stakeholders and decision-makers whose support will be required to 

establish and sustain a REF as discussed in Section 6.1 

2. Consider how a REF can assist those stakeholders in meeting their own performance 

requirements 

3. Engage those stakeholders to refine the REF concept proposal so that it is in line with the 

needs and goals of all parties 

It may be helpful to use a written proposal as a tool during this process that can also serve as a 

document for discussion as the REF concept evolves, and in many cases, it can evolve into the fund 

policy and management document once the concept is finalised and approved. 

It may also be helpful to use a presentation to communicate the concept of a REF and your proposed 

model(s). A series of Powerpoint slides is included as Appendix D (and as a separate file with this 

Guide), containing content that may be useful in putting together a presentation to your Executive or 

other stakeholders, to help build buy-in.  

 

6.5 Securing the seed capital 

The process of securing seed capital can range from being a straightforward allocation of available 

funding to a consultation process involving multiple decision-makers over time. In order to get the 

fund running as soon as possible, it is best to begin securing funding for the REF early on.  

As outlined in earlier sections, the potential sources of the seed capital supported by the REF light tool 

include the following: 

• Grants or other financial incentives  

• Funding from the budget through capital and operational budgets 

• Savings from current energy efficiency and sustainability projects (if applicable) 

The size of the REF and the amount of seed capital to be raised should match the fund’s goals and 

Council’s potential savings from projects. 
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6.6 Generate financial flows 

All stakeholders involved should be comfortable with the loan and repayment mechanism of the REF. 

Before any project is undertaken, each party must understand: 

• Who pays the project invoice?  

o Which account will they use? 

o When will those funds be available? 

• Which account will be making repayments throughout the loan?  

o How often will the repayments occur? 

o Whether the repayments will be fixed or adjustable? 

• How all of these flows of money will appear on the various budgets and balance sheets? 

It is important to establish this internal accounting procedure early on in the stakeholder engagement 

process. 

 

6.7 Launch the fund and implement projects 

When launching a REF, ensure that the first round of funding is planned out before the launch. As 

projects are being implemented, make sure to continue the planning process for future projects, as 

well as for fund management, and meetings of the leadership team. This can assist in efficiently 

managing the fund, ensuring that its capital remains effectively invested, and demonstrates to 

stakeholders how the fund is progressing. 

Once the fund is launched and the first round of investments has occurred, the fund should be 

evaluated by asking the following questions: 

• Is the REF identifying enough projects to utilise its capital? Where else should you look for 

investment opportunities that are aligned with your goals? 

• Are those responsible for managing the fund communicating effectively with each other and 

with other stakeholders? Is enough staff time being allocated to manage the fund? 

• Are stakeholder needs identified in Section 6.4 being met? Are these expectations reasonable 

in practice? If so, how can resources be directed to meet them? 

• What questions are arising from stakeholders? Can resources be provided to address them? 

 

6.8 Tracking performance 

Another important step is the performance-tracking of individual projects and the entire REF portfolio 

over time. Thorough project tracking will involve estimating expected savings and comparing those 

estimates to actual savings to ensure that projects are operating correctly. 

It is also important to develop a system for tracking and analysing the overall activity of your REF 

project portfolio. The REF Excel Tool can also be used for this purpose. 
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6.9 Further design considerations 

When designing the REF and choosing which projects to include, it is important to understand the 

various rules that apply within Council. Some areas of Council such as waste, water and sewer are not 

allowed to distribute funds to other areas of Council such as a general REF. As such, a separate REF 

would be required for these areas of Council. 

Although the focus of most REFs is on reducing energy consumption, there may be instances where 

certain projects have no direct energy savings. However, they do have carbon emissions savings that 

are aligned with your goals (for example, sequestration, refrigerants). The design of the REF can be 

made flexible to include projects that reduce carbon emissions. 

Additionally, some REFs are designed to allow for funding of local community projects such as the 

installation of solar PV on a community facility that may be owned by Council but run by a community 

group. Council should consider whether to allow community organisations to apply for funding from 

the REF. These funds can also be returned in the form of savings generated from the energy-saving 

projects. 
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7 Revolving Energy Fund: Case studies, tips and pitfalls 

7.1 Case studies 

7.1.1 Bellingen Shire Council 

Council set up a Revolving Energy Fund (REF) which has been running successfully for several years. 

Monetary savings from energy efficiency and renewable energy projects are reinvested back into the 

fund, which then funds other emissions reduction projects. 

When potential projects are identified, a business case is developed that looks at cost per kW ($/kW) 

or cost per kilogram of carbon reduction ($/kg CO2-e), depending on the type of project. The simple 

payback time is also assessed as well as the return on investment (ROI). 

This has proved to be an effective and efficient way to prioritise and fund Council’s carbon reduction 

projects. However, some of the actions will require more generous budgets than the REF has the 

capacity to cover. Additional funding could be sourced from the general budget, grants or green 

finance, as appropriate to the project. 

The costs of many technologies, such as batteries and electric vehicles, are changing rapidly and 

therefore, it is appropriate to carry out business case assessments when Council is ready to proceed, 

on a case-by-case basis.  

 

7.1.2 Nambucca Valley Council 

In 2018, Nambucca Valley Council went to market to develop a Renewable Energy Action Plan (REAP). 

The REAP responds to Council’s 2027 Community Strategic Plan (Strategy 1.1 - Nambucca Shire Council 

will provide Community leadership in sustainable energy use), Council’s August 2018 commitment to 

develop a renewable energy plan and targets, and Council’s commitments under its Cities Power 

Partnership (CPP) membership.  

A comprehensive set of costed short, medium- and long-term opportunities were developed for 

Council. The REAP was developed for a range of facilities across Council including water and sewer 

assets, administration and operational buildings, community facilities and aquatic centres.  

In 2019, Council sought advice on the range of financing options available to Council to assist in the 

implementation of the REAP. Based on an assessment of a range of funding options, it was decided 

that a REF would be ideally suited to fund the REAP. 

A REF model was developed to showcase how the opportunities identified in the REAP can be financed. 

Three separate scenarios of a REF were developed for Council, each utilising a different model for the 

source of funds such as loan funding, operating budget, power purchase agreements (PPAs) and 

others. The scenarios included were: 

• Scenario 1 – All projects are funded directly from the REF, with Levy funding and savings 

generated from projects replenishing the fund every year until 2030. 

• Scenario 2 – All projects are funded directly by borrowing through T-corp, with Levy funding 

and savings from the projects used to repay the loan 

• Scenario 3 – All solar projects are funded via Solar PPAs and the remaining energy efficiency 

projects, and community solar and battery storage projects are funded through the REF with 

Levy funding and savings generated from the projects 
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The modelling shown in Figure 4 was able to demonstrate that the projects intended to be funded by 

the REF were able to be funded through the REF. Not only were the opportunities identified in the 

REAP able to be funded, but funding for future sustainability projects was also being created through 

the reinvestment of savings into the REF growing the funds available in the REF. 

 

FIGURE 4: MODELLED CASHFLOWS OF THE PROPOSED NAMBUCCA VALLEY COUNCIL REF 

 

7.2 Tips and pitfalls with REFs 

There are several councils that have been operating a REF for many years. These councils can provide 

great insights into lessons learned for operating a REF, for others to learn from so that they can 

overcome similar challenges. The following points are recommended by various Councils that are 

currently operating a REF and exemplify REF best practice for Councils, as well as some pitfalls: 

• Initially, from the onset of developing a REF, it is vital that you have a robust and easy to follow 

REF policy framework. This is discussed in Section 5.1, and an example of this is provided in 

Appendix A. 

• When selecting members of the working group, as discussed in Section 5.5, it is important that 

they are from a range of departments to maintain buy-in and long term sustainability of the 

fund. 

• Making the application process easy can also help projects from other departments of Council 

to be implemented, thus increasing the scope of the REF. 

• Another key learning from other Councils is the selection of projects when implementing the 

REF. The preference for projects should be for low risk and high return projects. Once the fund 

is established, and all operations are in order, other projects with higher risk or lower returns 

can be introduced.  

• Also, when selecting projects to implement, it is advisable to implement a group of projects 

together instead of implementing single projects, as this will provide an overall return for the 

REF and allow for more projects to funded later on. 
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• When considering implementing complex projects with uncertain savings associated with 

them, Councils with experience have recommended that these projects should be piloted first 

to understand the savings generated from these projects. Once these complex projects have 

been piloted and returns evaluated, proceed with implementing similar projects at scale. 

• Monitoring and evaluation tools are critical to the growth, success and long-term sustainability 

of a REF. The REF Excel Tool is an example of such a tool with instructions on its use found in 

Section 10. 

• To foster more significant growth in the REF earlier on in its implementation, any funds loaned 

out to project owners should be returned in full, with a suggested minimum of 3 years of 

additional payback into the REF. This will allow the fund to grow substantially and give it a 

greater capacity to fund additional projects. 

• A REF may be most useful as a fall-back mechanism where other funds are unavailable. If a 

project has a solid business case and is worthwhile doing, then first try to secure funding from 

Council budget, reserves, or even from low-interest finance such as from CEFC. 

• Timing is an important consideration. Often a good project can take 6-12 months to obtain 

funding from budgets, so a REF could be useful to accelerate implementation and ensure 

savings are realised faster. 

• The question of whether to deem or measure savings post-implementation is a key factor to 

consider. Deemed savings methods are easier, but evidence of savings is important to key 

stakeholders and needs to be a consideration.  

• Seed funding, the proportion and duration of savings that can be returned to the REF are 

critical, especially in the early start-up phase. Having only savings from projects as seed 

funding, and having limited savings from new projects returned to the REF for a limited time 

makes it difficult for a REF to become sustainable. 

• When resources are constrained, it can be difficult to exclusively retain savings from 

sustainability projects for sustainability projects as other projects across Council are desperate 

for funds. 

• Energy price increases will eat into actual cost savings, which can result in lower funds feeding 

back into the REF.  
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8 Leveraging Renewable Energy and Climate Action plans to 
feed the REF 

The greatest value in a REF comes from implementing a group of projects that form part of a renewable 

energy action plan or climate action plan. These plans already have a list of costed short, medium- and 

long-term opportunities that can apply for funding through the REF. Not only can this accelerate the 

implementation of a REF, but it may also facilitate greater stakeholder buy-in. 

8.1 Best practice Renewable Energy and Climate Action plans 

A comprehensive assessment of all of an organisation’s opportunities to reduce resource use and 

increase renewable energy helps to ensure a good mix of easy, high-return and harder, more marginal 

projects are defined for potential funding through a REF (or other means) over the long term. One 

model for ensuring a comprehensive approach is the “Avoid, Reduce, Produce, Purchase” model 

illustrated below, applied across an organisation. That is, avoid emissions through resource waste 

management and sustainable design principles; reduce your energy demand through energy 

efficiency, technology change and fuel switching; produce your own energy through onsite solar PV 

and battery storage; and for the balance of energy savings, source this over the long term via 

sustainable purchasing, renewable energy power purchases or development of mid-scale renewables.  

 

FIGURE 5: APPROACH TO THE DEVELOPMENT OF RENEWABLE ENERGY AND CLIMATE ACTION PLANS 

A comprehensive plan will take an analytical, investigative and stakeholder engagement approach to 

the development of ideas and opportunities for sustainability projects, starting out with a large set of 

ideas, and through assessment and engagement reaching a set of achievable, cost-effective short, 

medium, and long opportunities that can help a council reach its goal.  
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8.2 Other approaches to business case development 

Comprehensive renewable energy action plans and climate action plans are not the only way to source, 

develop, cost and implement projects. Councils will likely have a range of existing projects that have 

developed business cases or a cost and benefits analysis. These existing projects are likely to come 

from multiple areas of Council and in numerous ways. 

The source of projects could come from: 

• Staff or departments in Council 

• Offers from suppliers that are either solicited or unsolicited and can be reviewed for accuracy 

• Marginal added costs for a capital project to improve the sustainability of that project 

o e.g. a building fit-out/refurbishment that is seeking funding for the additional cost to 

upgrade to LED lighting, or to install an energy-efficient heat pump instead of a gas 

hot water heating system 

• External grants or stimulus funding offers leading to a process to identify and assess the 

business case for new savings opportunities 

It is best practice for a REF to peer review or seek internal or external validation of all projects seeking 

funding. No one standard applies to the type of project that the REF can fund and each project should 

be considered based on its merits. This is why it is essential to closely design the project criteria of the 

REF as discussed in Section 5.7 to allow for a range of projects to be funded by the REF. 

 

  



Sustainable Councils and Communities: Revolving Energy Fund - Light 

 
  Page 26 

9 Incentives and grants 

With the recent release of the NSW Government’s Net Zero Plan in March 2020, allied to 

Commonwealth Government programs, opportunities for grant assistance to develop Council and 

community efficiency and renewable energy opportunities are likely to continue into the future. 

Councils should be prepared to draw on existing resources to take advantage of all future grants and 

incentives as they become available. Some of the ways Councils can be more prepared are: 

• Having an existing pipeline of projects that are ready to be implemented,  

• Having a sustainability-focused investment vehicle such as a REF,  

• Hiring of a grants officer or providing training to existing staff to upskill to become a grants 

officer, or ensuring existing grants officers have the resources available to complete new 

applications for sustainability projects that can be delivered 

9.1 NSW Government’s Net Zero Plan 

The NSW Electricity Strategy will help the State to deliver on its goals to attract renewable energy 

investment, with a 3,000 MW renewable energy zone in the Central West and several demand 

management measures announced as part of the strategy launch in late 2019.  

 

FIGURE 6: INDICATIVE CENTRAL-WEST NSW RENEWABLE ENERGY ZONE 

More recently, NSW Government released its Net Zero Plan Stage 1: 2020–20301, along with the 

release of two additional Renewable Energy Zones in regional NSW. This is a significant milestone that 

sees the first of three 10-year plans released that will set a pathway to net-zero emissions in NSW by 

2050. 

Some of the key highlights of the Plan include: 

• A central focus of the Plan is about jobs that will be created and about the lowering of energy 

costs for consumers. A focus on jobs encompasses jobs that will be created, what they will 

be, and importantly where they will be, with many expected to be created in regional NSW. 

 

1 © State of New South Wales 2020. Published March 2020 
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• The Plan commits to breaking down barriers that remain to people and business investing in 

commercially available technologies that can drive much of the required decarbonisation, 

such as energy-efficient appliances and buildings, rooftop solar panels, firmed grid-scale 

renewables, electric vehicles and electric manufacturing technologies.  

• The Plan commits NSW to reducing State emissions by 35% by 2030 and to net-zero by 2050 

and articulates that this is a shared responsibility. There is a clear expectation that all 

business sectors, individuals and governments must play their part.  

• There will be a broadening of the focus of abatement to encompass low-carbon products and 

services and providing consumers with more information to influence their buying decisions.  

Additionally, a number of funding sources were highlighted in the Plan, which include, among others: 

• $450 million Emissions Intensity Reduction Program  

• $450 million commitment to New South Wales from the Climate Solutions Fund 

• $1.07 billion in funding via NSW and Commonwealth Governments for a range of measures 

• Development of three Renewable Energy Zones in the Central-West, New England and 

South-West of NSW to drive up to $23 billion in investment and create new jobs 

 

9.2 Renewable Energy Target: Small-scale Technology Certificates  

As part of Australia’s Renewable Energy Target (RET), renewable energy systems under 100 kW are 

able to receive financial incentives as a discount to their upfront cost. So, a solar PV system of less than 

100 kW will attract approximately a 30% upfront discount in the form of Small Technology Certificates 

(STCs). One STC is created for every MWh of electricity that a solar PV system would produce until 

2030, with each STC currently valued at ~$35. STCs will phase out by 2030, and the number of 

certificates that can be created declines annually linearly towards this time. 

 

9.3 NSW Energy Savings Scheme: Energy Saving Certificates 

As part of the New South Wales Energy Savings Scheme (ESS), businesses that invest in technology that 

reduces their energy use may be eligible for Energy Savings Certificates (ESC). These are created by 

Accredited Certificate Providers with one ESC created for every MWh of energy the investment saves. 

Going forward, as part of the NSW net-zero plan, the scheme will be revamped and re-branded, with 

an expanded target and timeframe creating greater certainty for people to invest in energy efficiency. 

 

9.4 The importance of a grants officer 

Regional councils are often underfunded and under-resourced, making investments in sustainability 

projects that are generally capital-intensive difficult. Grant funding to a regional Council is an 

important funding source. However, grants often require an extensive application process that 

requires many resources and also require that Councils have the resources available to implement 

projects within the agreed timeframes. As an example, one Council in regional NSW was managing in 

excess of 40 concurrent grants during 2018/19, and this is not uncommon.  

As a result, a grants officer whose role includes identifying and responding to grant opportunities is 

highly valuable. With the increased focus at a state government level to be carbon neutral by 2050, 

there is likely to be an increase in available grants into the foreseeable future. 
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9.5 Community grants 

Community energy projects have been among those supported by recent rounds of grant funding. 

Councils can assist their communities in developing projects through assistance for grant applications, 

partnering with the community, or even provide funding through a REF. An example of a recent 

community-focused fund is the Regional Community Energy Fund (RCEF). 

9.5.1 Regional Community Energy Fund (RCEF) 

This program is funding community energy projects in regional NSW to increase renewable energy 

generation, improve energy reliability and help communities save money on electricity bills. 

The program had three streams: 

1. Grants from the Regional Community Energy Fund for projects that are innovative or generate on-

demand renewable energy and benefit the local community  

2. Funding for community energy hubs that improve household and small business access to expert 

energy advice 

3. Funding for regional and remote communities to install emergency backup systems for key disaster 

management and evacuation locations to increase disaster resilience. 

In early 2020 seven successful applicants to the first round of RCEF support were announced. These 

are tabulated below in Table 1 to provide an idea of scale and type of projects that are being supported. 

By the end of the program, the fund will have assisted in the implementation of over 20 MW of solar 

PV, and over 39 MWh of battery storage. 

TABLE 1: LIST OF PROJECTS FUNDED BY THE RCEF 

Recipient Project Title Primary technology and 
capability 

Location 
(closest town) 

Byron Bay Solar Farm 
Holdings 

Byron Bay Solar Farm 
+ Battery Storage 
Facility 

5 MW Solar PV 
5 MW / 10MWh battery 

Ewingsdale 

Energise Gloucester Gloucester 
Community Solar Farm 

0.5 MW Solar PV Gloucester 

Community Energy for 
Goulburn 

Goulburn Community 
Dispatchable Solar 
Farm 

1.2 MW Solar PV 
0.4 MW / 0.8MWh battery 

Goulburn 

Pingala - Community 
Renewables for 
Sydney 

Haystacks Solar 
Garden 

1 MW Solar PV     Grong Grong 

Manilla Community 
Renewable Energy 

Manilla Community 
Solar 

4.5MW Solar PV 
4.5 MW / 4.5MWh battery 
2 MW / 17MWh hydrogen 
energy storage system 

Manilla 

ITP-NHT DevCo Orange Community 
Renewable Energy 
Park 

5 MW Solar PV 
Up to 5 MW / 5 MWh 
battery 

Orange 

Enova Community 
Energy Ltd 

Shared Community 
Battery Scheme 

1 MW / 2MWh battery Regional NSW 

  



Sustainable Councils and Communities: Revolving Energy Fund - Light 

 
  Page 29 

10 Explanation of accompanying REF Light Excel Tool 

A Revolving Energy Fund Light tool (REF Light Excel Tool) was developed by 100% Renewables and 

DPIE. The tool is designed to simulate the cash flows of a REF and show how it would perform with the 

inputs that are entered into the project database.  

10.1 Assumptions in developing a REF model 

A number of assumptions are made in developing a REF model. These are made to strike a balance 

between simplicity and useability while retaining rigour in the reporting of REF financial performance. 

As the tool is open, the model and assumptions can be changed to meet the needs of individual 

Councils. The assumptions include: 

• Estimated net savings are assumed to be the same every year. 

• Estimated net savings are assumed to be net of all costs that will be incurred or that must be 

accounted for, such as O&M, and depreciation – i.e. the user will select the annual net savings 

amount, it is not calculated by the tool. 

• All funding sources are assumed to be added to the REF at the start of every financial year. 

• Each project is assumed to start at the beginning of the financial year. 

• Net savings for each project are assumed to be realised in full at the start of the next financial 

year from when the project was funded, or an adjusted net savings amount can be entered for 

the first year. 

• The annual REF starting balance is the sum of all internal REF inflows and the REF ending 

balance of the previous financial year. 

• The annual REF ending balance is the difference between REF starting balance and any internal 

outflows. 
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10.2 Screenshots of the mechanics of the REF Light Excel Tool 

Below screenshots are presented that take the user through the use of the REF Light Excel Tool. Cells 

that are highlighted in light blue require input from the user. 

10.2.1 ‘Setting up REF’ tab 

The tool requires the user to choose the starting financial year of the REF and enter any expected cash 

inflows into the REF as part of the setting up of the REF – i.e. seed funding supplied by Council and any 

top-up funds from Council’s budget.  

 

 

FIGURE 7: REQUIRED INPUTS IN 'SETTING UP REF' TAB 

 

  

REF starting 

year 

Expected cash 

inflows into the 

REF. 
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10.2.2 ‘Project database’ tab 

In the REF Light version, project details are manually entered in the ‘Project database’ tab. Each cell in 

the table has a note on the required input.  

 

FIGURE 8: INPUTS REQUIRED IN ‘PROJECT DATABASE’ TAB 

 

10.2.3 ‘REF analysis’ tab 

The projects entered in the database are then modelled. The user can choose the period of time that 

they want to see in the slicer on the left. The values above the zero line show cash inflows into the REF 

and grant money received by Council. The REF inflows are seed and top-up funding supplied by Council 

or savings going back into the REF. The values below the zero line are cash outflows used to fund 

energy projects. The cash outflows are funding from REF, grant money funding and funding from the 

budget. The black line indicates the balance of the REF at the end of the financial year. If the balance 

is below zero, the user can adjust the seed funding amounts in the ‘Settings’ tab as well as top-up funds 

to ensure the balance of the REF remains above zero.  

 

 
Choose years to 

display from slicer 

Adjust funding amounts in 

‘Settings’ tab to keep 

balance above zero  
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FIGURE 9: SAMPLE REF ANALYSIS 
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Appendix A – REF policy framework example2 

Outcomes 

The Revolving Energy Fund (REF) was established in 2020 as a complementary source of funding to 

support organisational projects and initiatives that foster sustainability across the quadruple bottom 

line and the trialling and testing of innovative and new technologies. 

The Revolving Energy Fund is a forward funding financial reserve. The balance of the reserve is 

maintained through payback of cost savings generated from sponsored projects to provide financial 

support for future sustainability initiatives. 

This policy framework assists in the administration of the Fund, its purpose, and how it is to be 

managed. This framework only applies to applications made by Council services. Applications to the 

Fund by controlled entities will be considered on a case by case basis and in consultation with the 

Executive Leadership Team. 

The fund will also provide an opportunity for Council to meet its directives under the Community 

Strategic Plan (CSP), and any climate change/renewable energy Action Plan by providing a method to 

fund the reduction of Greenhouse Gas Emissions. 

 

Policy and management of the fund 

The REF will allocate funding to sustainability projects and reinvest the savings from these projects to 

the fund to allow for the continuation of additional sustainability projects. 

The Revolving Energy Fund is to be managed by the Revolving Energy Fund Working Group under 

delegation from ELT. The Working Group comprises key staff from Financial Services, Sustainability, 

City Assets, Engineering Services, and Performance Innovation. As manager of the Fund, the Working 

Group is responsible for overseeing; 

• the allocation of Fund monies; 

• securing the reinvestment of monies into the Fund; 

• the annual review of the Fund’s financial status; and 

• the provision of an annual report to the Executive Leadership Team outlining details of the 

projects implemented, the savings realised, and current balance. 

The Revolving Energy Fund Working Group will meet every six months, with additional meetings called 

on an as-needs basis, dependent on the submission of applications to the Fund. 

Criteria for funding 

The funding criteria outlined below have been developed to ensure that a strategic approach is taken 

to the application of Fund monies. These criteria will be used in the assessment of applications to the 

Fund. 

 

2 100% Renewables would like to acknowledge the REF policy framework provided by Penrith Council, 

on which this framework is based. 
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Projects seeking to receive monies from the Fund should address as many of the following criteria as 

possible. 

1. Demonstrated monetary savings 

2. A reduction in resource use (water, energy, fuel, materials) 

3. Business improvements/efficiency gains 

4. A reduction in greenhouse gas emissions 

5. Improved environmental outcomes 

6. Improved social and cultural outcomes 

7. Use of innovative and new technologies and approaches 

Allocation of funds 

When making decisions regarding the allocation of Fund monies, the Working Group will consider, 

among other things: 

• the extent that the project meets the Fund’s criteria; 

• the resourcing requirements of the project and the benefits that will be achieved; 

• the level of cost savings and payback periods; 

• whether the project will be subsidised through other funding sources (e.g. through 

departmental budgets or grant contributions); and 

• the Fund’s financial capacity and priorities  

• maintenance and asset renewal implications 

The Fund may also be used to forward fund the development of feasibility studies or business cases 

for future projects. 

 

Conditions for funding 

To access monies from the Fund, applications must be made using the official application form and 

provided in either hard copy or electronically to a member of the working group or sustainability 

coordinator. All applications must provide sufficiently detailed information to allow informed decisions 

to maximise the benefits of the Fund. Recipients of funding are also required to report on the progress 

of their projects to the Working Group for the first financial year following implementation. 

Project applications 

All applications must be made using the official application form available on the intranet and must 

include: 

1. a project summary; 

2. an outline of the project objectives; 

3. an outline of the project costs and funding sources; 

4. a project plan outlining key activities and milestones; 

5. detailed calculations of potential savings and payback periods; 

6. other project benefits (non-monetary); 

7. identification of the budget that savings are to be drawn from; and 

8. sign off from the relevant managers. 
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Project eligibility 

Subject to the identified criteria, the types of projects that may be looked on favourably include 

projects that seek to address: 

• priorities identified through Council’s Community Strategic Plan and Delivery Program 

• priorities identified in other key planning documents 

• improvements to environmental outcomes of Council and the LGA 

• improvements to organisational performance and efficiency 

• enhancements to capital works projects 

The types of projects that will NOT be considered for funding include: 

• projects that seek retrospective funding for programs that have already started, or have been 

completed 

• projects that are inconsistent with Council policy objectives 

• projects that do not meet legislative requirements or other statutory approvals and permits 

Funding limits 

While there is no pre-determined limit regarding the extent of financial support available for individual 

projects, the amount of funding available will depend upon: 

• the actual balance of the Fund at the time of funding application 

• the balance of funds scheduled to be reinvested into the Fund, and 

• the merits of the project, and opportunities to seek an internal loan 

To be eligible for funding, projects that do not provide financial returns must demonstrate that the 

project goes beyond what could be considered part of the normal delivery of a service or project. 

Projects that demonstrate innovation will be favourably considered. 

Monitoring and reporting requirements 

Recipients of Fund monies will be subject to an annual status report to the Revolving Energy Fund 

Working Group one year after delivery of the project. This should include: 

• details of the activities/tasks undertaken as a result of funding 

• a brief outline of how the project has been successful in achieving the objectives 

• details of the project outcomes realised to date (including environmental, operational and 

financial). 

Withdrawal of funding 

Funding may be withdrawn if a project has not commenced one year after the offer of the funding has 

been made. 

Return of excess funding 

Any unspent monies from project allocations are to be returned to the Fund. 

 

Reinvestment to the fund 

Savings resulting from initiatives funded by the Fund are to be reconciled by the Financial Services 

Department and reinvested into the Fund to provide funding for future sustainability initiatives. 
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Reinvestment to the Fund will occur with the initial repayment of funding at a rate of 100 per cent of 

the realised savings until the initial funding provided by the Fund has been repaid. Upon full repayment 

of the loan, those savings (100 per cent of the realised savings) will continue to be reinvested for a 

minimum period of three years, to fund further sustainability initiatives. Following the reinvestment 

to the Fund, the ongoing savings will be returned to General Revenue unless otherwise negotiated 

with Financial Services. 

All savings identified are required to have been quantified as part of the business case submitted as 

part of the application to the Fund. The Business Case must have been reviewed by Financial Services, 

prior to the application to the Fund, and must identify the departmental budgets where the savings 

will be made. Applicants should be aware that upon approval, departmental budgets will be adjusted 

accordingly, with these adjustments being made at the beginning of each financial year and reconciled 

by Financial Services at the end of each year. 
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Appendix B – Internal application form 
 

Compiled by: 

Authorised by: 

1. What is the project title? 

 

 

2. Outline the details of the project below 
(Include details of the current situation or ‘baseline’, the activities to be undertaken through the 
project, the resourcing required, and the outcomes expected) 

 

 

3. What are the objectives of the project? 
(Include details of how the project addresses the funding criteria outlined in the Revolving Energy 
Fund Policy Framework and how it will contribute to improvements in sustainability) 

 

 

4. What is the project budget? 
(Include details of funding required from the Revolving Energy Fund and details of any additional 
funding sources such as grants or departmental budgets.) 

Project costs $ 

Funding requested from the Revolving Energy Fund $ 

Other funding contributions $ 

Total cost of project $ 
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5. Outline the project plan 
(Include details of major tasks/milestones of the project, the expected timeframe and who would 
be involved.) 

 

Task/Milestone Timeframe Stakeholders 

   

 
 

 

6. Calculation of potential annual savings and payback period 
(Note: any calculation must include explanations of any methodologies, estimates or 
assumptions) 

 
 
 

 

7. How will the savings be measured and verified? 
(Outline how the calculated savings will be measured and verified. Attach any supporting 
information from consultants) 

 
 
 

 

8. Detail the reinvestment agreement 
(Provide details of the budget that savings are to be generated from, and obtain sign off from 
the Manager responsible for this budget) 

 

Budget Responsible 
Manager 

Agreed savings to be 
drawn from 
nominated budget 

Signature 
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Appendix C – Links to external resources 

 

NSW DPIE publications 

1. NSW Department of Planning, Industry and Environment, 100% sign-up by councils for energy 

savings program (30 May 2019), https://www.environment.nsw.gov.au/news/100-percent-sign-

up-by-councils-for-energy-savings-program 

2. NSW Department of Planning, Industry and Environment, Sustainability Advantage (2019), 

https://www.environment.nsw.gov.au/sustainabilityadvantage/ 

3. NSW Department of Planning, Industry and Environment, NSW Climate Change Policy 

framework, https://www.environment.nsw.gov.au/topics/climate-change/policy-framework 

4. NSW Department of Planning, Industry and Environment, Net Zero Plan Stage 1: 2020-2030 

(2020), https://www.environment.nsw.gov.au/topics/climate-change/net-zero-plan 

 

Councils Revolving Energy Fund policies 

1. Bega Valley Shire Council, Clean Energy Plan 2019 - 2030 

2. Bellingen Shire Council, Revolving Energy Fund Guidelines V1 Draft – 17/8/2010 

3. Blue Mountains City Council, 2017-2018 Carbon Funds Application Form and Assessment Tool 

4. Campbelltown City Council, Case Study: Sustainable Council Program (Oct 2017) 

5. Cessnock City Council, Revolving Energy Fund Operational Standard DOC2015/045744 

6. Eurobodalla Shire Council, Emissions Reduction Plan 2017-2021 

7. Nambucca Shire Council, Revolving Energy Fund Financing Plan 2019 

8. Northern Beaches Council, Energy Efficiency Funding – History, Options & Opportunity (August 

2017) 

9. Penrith City Council, Sustainability Revolving Fund Guidelines (2018) 

10. Wingecarribee Shire Council, Council’s Sustainability Efforts Pay-Off (2019), 

https://media.wsc.nsw.gov.au/councils-sustainability-efforts-pay-off/ 

 

100% Renewables blog posts and publications 

1. 100% Renewables, Setting up a Revolving Energy Fund (2017), 

https://100percentrenewables.com.au/setting-revolving-energy-fund/ 

2. 100% Renewables, Financing options for sustainability projects for councils (2018), 

https://100percentrenewables.com.au/financing-options-councils/ 

3. 100% Renewables, Ambitious commitments by states, local governments and communities – 

October 2019, https://100percentrenewables.com.au/ambitious-commitments-local-

governments-2019/ 

 

Others 

1. ICF International for the Sustainable Endowments Institute, Green Revolving Funds: A Guide to 

Implementation & Management (July 2013) 

  

https://www.environment.nsw.gov.au/news/100-percent-sign-up-by-councils-for-energy-savings-program
https://www.environment.nsw.gov.au/news/100-percent-sign-up-by-councils-for-energy-savings-program
https://www.environment.nsw.gov.au/sustainabilityadvantage/
https://www.environment.nsw.gov.au/topics/climate-change/policy-framework
https://www.environment.nsw.gov.au/topics/climate-change/net-zero-plan
https://media.wsc.nsw.gov.au/councils-sustainability-efforts-pay-off/
https://100percentrenewables.com.au/setting-revolving-energy-fund/
https://100percentrenewables.com.au/financing-options-councils/
https://100percentrenewables.com.au/ambitious-commitments-local-governments-2019/
https://100percentrenewables.com.au/ambitious-commitments-local-governments-2019/
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Appendix D – Presentation to Executive Leadership Team 

Please see PowerPoint that accompanies this Guide. 
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