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1.1

1.2

1.3

The Referral

On 24 February 2025, Portsmouth City Council (the Council) requested a report
from the Subsidy Advice Unit (the SAU)! in relation to a subsidy to First Hampshire
& Dorset Limited (FirstBus) (the Subsidy) under section 52 of the Subsidy Control
Act 2022 (the Act).?

This report evaluates the Council’s Assessment of compliance (the Assessment)
of the Subsidy with the requirements of Chapters 1 and 2 of Part 2 of the Act.2 It is
based on the information and evidence included in the Assessment.

This report is provided as non-binding advice to the Council. It does not consider
whether the Subsidy should be given, or directly assess whether it complies with
the subsidy control requirements.

Summary

1.4

1.5

1.6

1.7

The Assessment uses the four-step structure described in the Statutory Guidance
for the United Kingdom Subsidy Control Regime (the Statutory Guidance) and as

reflected in the SAU’s Guidance on the operation of the subsidy control functions

of the Subsidy Advice Unit (the SAU Guidance).

In our view, the Council has considered in detail the compliance of the Subsidy
with the subsidy control and energy and environment principles. In particular, the
Assessment explains well how the subsidy addresses a market failure and clearly
considers and evidences the localised, short run effect of the Subsidy on
competition and investment.

However, given that the Assessment identifies strengthening working relationships
between the local authority and bus operator and increasing the attractiveness of
bus travel as policy objectives of the Subsidy, it should more consistently refer to
and evaluate these as policy objectives throughout the remainder of the
Assessment (Principle A).

We have also identified areas of the Assessment where the context of the
previous two related subsidies awarded to FirstBus is relevant to the Subsidy’s
compliance with the subsidy control principles, but such context should be
considered in more detail. Specifically, the Assessment should:

" The SAU is part of the Competition and Markets Authority.
2 Referral of the proposed subsidy to First Hampshire & Dorset Limited by Portsmouth City Council - GOV.UK

3 Chapter 1 of Part 2 of the Act requires a public authority to consider the subsidy control principles and energy and
environment principles before deciding to give a subsidy. The public authority must not award the subsidy unless it is of
the view that it is consistent with those principles. Chapter 2 of Part 2 of the Act prohibits the giving of certain kinds of
subsidies and, in relation to certain other categories of subsidy creates a number of requirements with which public
authorities must comply.


https://www.gov.uk/government/publications/uk-subsidy-control-statutory-guidance
https://www.gov.uk/government/publications/guidance-on-the-operation-of-the-subsidy-control-functions-of-the-subsidy-advice-unit
https://www.gov.uk/cma-cases/referral-of-the-proposed-subsidy-to-first-hampshire-and-dorset-limited-by-portsmouth-city-council

1.8

(@) provide a clearer explanation of how the Subsidy amount was determined
and why the amount was considered the minimum necessary for the
investment in the 16 buses to proceed. The explanation should also consider
the Subsidy’s role in delivering the overall project, which is partially funded by
the related subsidies (Principle B);

(b) consider how the related subsidies impact the likelihood of FirstBus making
further investments in zero emission buses (ZEBs) without the Subsidy when
setting out the counterfactual scenario (Principle C); and

(c) explain and evidence in more detail how the Subsidy will change the financial
incentives of FirstBus to enable the investment (Principle D).

We discuss these areas below, along with other issues, for consideration by the
Council in finalising its Assessment.

The referred Subsidy

1.9

1.10

1.1

The Council is proposing to provide a direct grant of around £2.8 million to
FirstBus. The Subsidy will contribute to the costs of replacing 16 diesel buses,
compliant to Euro VI standards,* with ZEBs. It will also support the provision of
related charging infrastructure to support their use in Portsmouth.

The Subsidy is financed as part of the Department for Transport’s (DfT) Zero
Emission Bus Regional Area (ZEBRA) 1 Fund. In line with ZEBRA funding rules,®
the Subsidy will fund an estimated 63% of the cost differential between the
purchase of the 16 ZEBs and equivalent diesel buses, and 65% of the associated
charging infrastructure costs. FirstBus will contribute match funding of £4.5 million
to the project.

The Subsidy payment will also be subject to:
(a) FirstBus funding any deficit in the project costs;
(b) the ZEBs operating on the agreed routes for at least five years;

(c) the buses to be replaced by the ZEBs being cascaded through the FirstBus
fleet to remove remaining Euro IV and V buses elsewhere within the FirstBus
South fleet; and

(d) the ZEB charging infrastructure being available for use by other parties.

4 European Emissions Standards regulate emissions of a variety of pollutants for most vehicle types. Euro VI emissions
standards are the most stringent standards currently in place.

5 Under the ZEBRA programme, local authorities can apply for up to 75% of the difference in cost between an electric
and diesel bus and also up to 75% of the cost of the necessary infrastructure.
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1.12  The Council, bidding as the lead authority in conjunction with Hampshire County
Council, secured a total of £12.8 million in ZEBRA funding. The Council agreed to
award the funding to FirstBus in three tranches, which it considers as distinct,
related subsidies.® Together, the three awards contribute towards the delivery of a
project comprising a total of 62 ZEBs and associated charging infrastructure for
use in Portsmouth. The Subsidy being assessed is the third tranche of funding,
and the Council considers that the Subsidy cumulates with the previous two
tranches of £6.6 million and £3.4 million already awarded to FirstBus.

1.13  The Council explained that the Subsidy is a Subsidy of Particular Interest because
the subsidy exceeds £1 million in value and cumulates to more than £10 million
with other related subsidies given over the previous three financial years.

6 As outlined in Paragraph 10.38 of the Statutory Guidance, public authorities should cumulate previous subsidies for the
purpose of determining whether the latest subsidy is a subsidy of interest or subsidy of particular interest when they are
given to the same enterprise by any public authority, are for the same or substantially same project, costs or activities,
are for the same or substantially the same specific policy objective under Principle A of Schedule 1 to the Act and have
been given within the last three financial years.



https://assets.publishing.service.gov.uk/media/679ced111d14e76535afb681/statutory-guidance-for-the-united-kingdom-subsidy-control-regime-january-2025.pdf

2,

2.1

The SAU’s Evaluation

This section sets out our evaluation of the Assessment, following the four-
step structure used by the Council.

Step 1: Identifying the policy objective, ensuring it addresses a market
failure or equity concern, and determining whether a subsidy is the right
tool to use

2.2

Under Step 1, public authorities should consider compliance of a subsidy with:

(a) Principle A: Subsidies should pursue a specific policy objective in order to
remedy an identified market failure or address an equity rationale (such as
local or regional disadvantage, social difficulties or distributional concerns);
and

(b) Principle E: Subsidies should be an appropriate policy instrument for
achieving their specific policy objective and that objective cannot be achieved
through other, less distortive, means.”

Policy objectives

2.3

2.4

The Assessment states that the policy objectives of the Subsidy are primarily
concerned with improving air quality and reducing the transport sector’s
contribution to carbon dioxide (CO2) emissions as part of the Council’s 2030 Net
Zero target. It also outlines two further policy objectives: to strengthen working
relationships between the local authority and bus operator for the long-term benefit
of bus users and the wider community; and to encourage modal shift by increasing
the attractiveness of bus travel.

The Assessment sets out a range of local and UK-wide transport strategies and
wider health and social policies with which the Subsidy is aligned. These include:
the latest local transport plans and Bus Service Improvement Plans developed by
the Council and Hampshire County Council, both of which include commitments to
invest in ZEBs to improve air quality and decarbonise transport; and the English
Air Quality Strategy, which sets out that air quality interventions should be
designed to take account of disparities in exposure to and impacts from poor air
quality. The Assessment further notes that its objectives align closely with those of
the ZEBRA programme, under which the Subsidy is funded, which specifically
seeks to reduce the transport sector’s contribution to emissions.

7 See Statutory Guidance, paragraphs 3.33-3.58 and the SAU Guidance, paragraphs 4.7-4.11 for further detail.
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https://www.gov.uk/government/publications/uk-subsidy-control-statutory-guidance
https://www.gov.uk/government/publications/guidance-on-the-operation-of-the-subsidy-control-functions-of-the-subsidy-advice-unit

2.5

In our view, the Assessment clearly identifies the policy objectives of improving air
quality and reducing the transport sector’s contribution to carbon emissions.
However, as the Assessment identifies strengthening working relationships
between the local authority and bus operator and increasing the attractiveness of
bus travel as policy objectives of the Subsidy, it should more consistently refer to
and evaluate these as policy objectives throughout the remainder of the
Assessment, for example in Principle E (see paragraph 2.22).

Market failure

2.6

2.7

2.8

2.9

2.10

2.1

Market failures arise where market forces alone do not produce an efficient
outcome. When this arises, businesses may make investments that are financially
rational for themselves, but not socially desirable.?

The Assessment states that the Subsidy will address a market failure. It explains
that diesel buses produce negative externalities through their tailpipe emissions,
which generate carbon emissions alongside pollutants such as oxides of nitrogen
(NOx) and particulate matter (PM) which adversely affect air quality. The
Assessment then explains how the costs of these externalities fall on wider society
rather than bus operators.

The Assessment sets out that the Portsmouth area has consistently exceeded the
legal limits for NOx pollutants. It notes that the Council is subject to four Ministerial
Directions to bring air quality within legal limits and has implemented five Air
Quality Management Areas (AQMASs) as well as a Class B Clean Air Zone.

The Assessment notes the higher purchase and infrastructure costs of ZEBs
compared to diesel buses. It explains that while both main bus operators in the
area (FirstBus and Stagecoach) aim to decarbonise their fleet by 2035, they have
stated they would not be able to introduce ZEBs in the short-term without financial
assistance. As ZEBRA-funded ZEBs will operate on the specified routes for a
minimum of five years, no new vehicles purchased for these services will be
diesel.

The Assessment provides estimates® of CO2, NOx and PM emissions avoided
through the Subsidy by replacing 16 diesel-powered buses with ZEBs over five
years,' eight years and 17 years.""

In our view, the Assessment clearly describes and evidences the market failure
that the Subsidy seeks to remedy.

8 Statutory Guidance, paragraphs 3.36-3.50.

9 These figures are calculated using the Government'’s greener bus tool.
0 The minimum period the routes are required to operate on the two routes — in line with the terms of the agreement.
" The expected lifetime of the buses.


https://www.gov.uk/government/publications/uk-subsidy-control-statutory-guidance
https://www.gov.uk/government/publications/greener-bus-tool

Equity Objective

2.12

2.13

2.14

2.15

Equity objectives seek to reduce unequal or unfair outcomes between different
groups in society or geographic areas.?

The Assessment states that on average the Portsmouth area lags behind the UK
on a range of statistical indicators in relation to socio-economic, educational and
health outcomes. It also highlights the high level of inequality within Portsmouth
itself.

The Assessment explains that while air quality affects everyone, there are
inequalities in exposure, with air pollution having the greatest impact on the most
vulnerable, including the elderly, children and those with existing health conditions.
It further draws on research demonstrating that air pollution concentrations are
highest in the most deprived areas, and that air pollution contributes to deprivation
driven health outcomes and higher levels of mortality. The Assessment states that
the anticipated improvement in air quality as a result of the introduction of ZEBs
will deliver substantial health benefits to all residents, in particular those most
vulnerable to air pollution. To evidence this claim, the Assessment highlights that
the ZEBs funded through the Subsidy will be deployed on routes through many of
Portsmouth’s most deprived areas.

In our view, the Assessment explains well how some groups will benefit from the
Subsidy. However, it could be improved by more explicitly identifying the equity
objective the Subsidy seeks to address and more closely following the Statutory
Guidance when explaining and evidencing this equity objective.

Appropriateness

2.16

217

2.18

Public authorities must determine whether a subsidy is the most appropriate
instrument for achieving the policy objective. As part of this, they should consider
other ways of addressing the market failure or equity issue.’

The Assessment discusses the alternative regulatory approaches to decarbonise
transport of limiting access to buses or all vehicles within AQMAs and compelling
FirstBus to introduce ZEBs within the next five years through regulation. It explains
why these options were not feasible and how they would significantly damage the
bus network.

The Assessment discusses and rejects the introduction of vehicles running on
alternative fuel types instead of electric buses, owing to the higher costs of

12 Statutory Guidance, paragraphs 3.51-3.55.

18 Statutory Guidance, paragraphs 3.56-3.58.



https://www.gov.uk/government/publications/uk-subsidy-control-statutory-guidance
https://www.gov.uk/government/publications/uk-subsidy-control-statutory-guidance

2.19

2.20

2.21

2.22

vehicles and infrastructure and insufficient evidence for successful UK bus delivery
using such vehicles.

It further states that a less intensive subsidy, such as a repayable grant or
subsidised loan, would not be appropriate given the additional costs being funded
by the Subsidy and these tools would only worsen the viability of electrification.

While the Council also considered an incremental roll out of ZEBs, the
Assessment explains that the high upfront costs of infrastructure and buses mean
that the net costs of implementation would increase by introducing the ZEBs
incrementally. Finally the Assessment notes that direct ownership of ZEBs by the
Council would not be viable as the Council is not resourced to act as a public bus
operator and does not have access to sufficient capital and revenue funding for
the outright purchase of a bus fleet.

Overall, the Assessment concludes that ZEBRA funding is the most appropriate
and least distortive means of achieving the policy objectives set out in Principle A.

In our view, the Assessment demonstrates that the Council has considered other
ways of achieving the policy objective of decarbonising the transport system in
Portsmouth. However, the Assessment could also consider alternative means of
achieving the additional policy objectives set out in Principle A, including
strengthening the relationships between local authorities and the bus operator and
increasing the attractiveness of bus travel. The Assessment could also more fully
explain and evidence why repayable grants or susbidised loans were not
appropriate alternatives to the Subsidy.

Step 2: Ensuring that the subsidy is designed to create the right
incentives for the beneficiary and bring about a change

2.23

Under Step 2, public authorities should consider compliance of a subsidy with:

(a) Principle C: Subsidies should be designed to bring about a change of
economic behaviour of the beneficiary. That change should be something
that would not happen without the Subsidy and be conducive to achieving its
specific policy objective; and

(b) Principle D: Subsidies should not normally compensate for the costs the
beneficiary would have funded in the absence of any subsidy.'

14 See Statutory Guidance, paragraphs 3.59-3.73 and the SAU Guidance, paragraphs 4.12-4.14 for further detail.
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https://www.gov.uk/government/publications/uk-subsidy-control-statutory-guidance
https://www.gov.uk/government/publications/guidance-on-the-operation-of-the-subsidy-control-functions-of-the-subsidy-advice-unit

Counterfactual

2.24

2.25

2.26

In assessing the counterfactual, public authorities should consider what would
likely happen in the future — over both the long and short term — if no subsidy were
awarded (the ‘do nothing’ scenario).’®

The Assessment sets out a counterfactual scenario where in the absence of the
Subsidy, FirstBus would not introduce the 16 ZEBs within the period of this project
(2024/25 to 2025/26) or before the Council's net zero target date of 2030. Instead,
FirstBus would likely continue operating the existing diesel buses until they reach
the end of their 15-year operational lifespan, estimated to be around 2032. This
would result in no significant improvement in air quality or reduction in carbon
emissions until at least 2032, possibly not until 2045, and therefore, the policy
objective would not be met.

In our view, the Assessment describes what would be likely to happen if the
Subsidy was not awarded. However, the Assessment should also consider
whether the fact that FirstBus has already invested in ZEBs and associated
infrastructure (with the support of the previous two related subsidies) has any
impact on the likelihood of FirstBus making further investments in ZEBs without
the Subsidy.

Changes in economic behaviour of the beneficiary and additionality

2.27

2.28

2.29

Subsidies must bring about something that would not have occurred without the
subsidy.'® They should not be used to finance a project or activity that the
beneficiary would have undertaken in a similar form, manner, and timeframe
without the subsidy (‘additionality’)."”

The Assessment explains that the Subsidy will result in FirstBus replacing its 16
existing diesel buses with ZEBs (and associated charging infrastructure) at least
eight years earlier than it would have done in the absence of the Subsidy.
Accelerating the introduction of ZEBs would lower emissions and improve air
quality. Additionally, the Subsidy supports installing necessary charging
infrastructure, which is a significant capital expense.

The Assessment states that the capital costs of ZEBs are almost double those of
equivalent buses and that the associated charging equipment constitutes a further
capital cost. It also explains that FirstBus has stated to the Council that it would
not invest in ZEBs at all without the assistance of the Subsidy because they are
significantly more expensive than diesel buses. The Assessment then uses

15 Statutory Guidance, paragraphs 3.62-3.64.

16 Statutory Guidance, paragraph 3.66.

17 Statutory Guidance, paragraphs 3.65-3.69.
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https://www.gov.uk/government/publications/uk-subsidy-control-statutory-guidance
https://www.gov.uk/government/publications/uk-subsidy-control-statutory-guidance
https://www.gov.uk/government/publications/uk-subsidy-control-statutory-guidance

2.30

supporting evidence to demonstrate the difference in cost between the two types
of bus.

In our view, while the Assessment provides an explanation as to why FirstBus
would not, absent the Subsidy, invest in ZEBs and the associated charging
infrastructure, it should provide more detail of how the Subsidy will change the
financial incentives of FirstBus to enable the investment (see paragraph 2.35 for
further detail on how this could be demonstrated).

Step 3: Considering the distortive impacts that the Subsidy may have
and keeping them as low as possible

2.31

Under Step 3, public authorities should consider compliance of a subsidy with:

(a) Principle B: Subsidies should be proportionate to their specific policy
objective and limited to what is necessary to achieve it; and

(b) Principle F: Subsidies should be designed to achieve their specific policy
objective while minimising any negative effects on competition or investment
within the United Kingdom. '8

Proportionality

2.32

2.33

2.34

The Assessment includes a discussion of the costs that will be covered by the
Subsidy, the contributions made by the private sector operator, how the Subsidy
will be paid and clawed back if unspent and how the public authority will monitor
the implementation of the Subsidy. The Assessment also includes details on the
estimated benefits of the project and that the Subsidy contributes to a benefit to
cost ratio (BCR) for the full ZEBRA project (when all costs are included - including
private sector contributions) of nearly 1.3.

The funding gap identified in the Assessment is evidenced, and the private sector
operator is contributing towards closing the gap, in line with the requirements of
the ZEBRA funding from the DfT. The evidence provided establishes that the
capital costs of purchasing a ZEB are higher than for a diesel bus, and includes
analysis from the operator suggesting that over a 20 year period costs of a ZEB
remain higher.

The Assessment also explains that the Subsidy as a percentage of project costs is
within the limits set by the ZEBRA funding rules (see paragraph 1.10), with the
remaining costs covered by FirstBus.

'8 See Statutory Guidance paragraphs 3.74-3.110 and the SAU Guidance, paragraphs 4.15-4.19 for further detail.
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https://www.gov.uk/government/publications/uk-subsidy-control-statutory-guidance
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2.35 Inour view, the Assessment clearly explains the Subsidy’s scale relative to the
overall costs of the project and the benefits that it generates. However, the
analysis provided in the Assesssment does not consider whether the Subsidy is
set at a level required to achieve the objectives. The Assessment should provide a
more detailed analysis, drawing on supporting evidence'? that accurately
demonstrates how the Subsidy amount was determined and why this amount was
considered the minimum necessary for the investment to proceed. This could
involve outlining in more detail the Subsidy’s role in delivering the overall project
(which is partially funded by the related subsidies previously awarded to FirstBus)
and the extent to which DfT scrutinised the value for money of the bid for ZEBRA
funding, and whether this could ensure that the Subsidy is set at the minimum
level.

Design of Subsidy to minimise negative effects on competition and investment

2.36 The Assessment acknowledges that the Subsidy, in the form of a grant, is more
distortive than other potential forms of Subsidy. As noted in paragraph 2.19, the
Assessment explains why a less distortive form of subsidy, such as a repayable
grant or subsidised loan, would not be appropriate.

2.37 The Assessment clearly states the limitations placed on FirstBus’ ability to spend
the Subsidy which help minimise any potential negative impacts on competion and
investment. These limitations include:

(a) the Subsidy can only be used for the defined purpose (ie purchase of the
ZEBs and associated charging infrastructure);

(b) no part of the Subsidy will be provided unless the Council is satisfied that the
payment will be used for proper expenditure in the delivery of the project;

(c) any unspent subsidy must be returned to the Council;

(d) FirstBus is required to keep separate accounts and records in relation to its
receipt and expenditure of the Subsidy; and

(e) the Council will monitor FirstBus’ delivery of the project to ensure that the
terms of the Subsidy are adhered to.

2.38 The Assessment explains that the two main bus companies that operate within
Portsmouth were invited to bid for ZEBRA funding. The Assessment explains that
Stagecoach chose not to bid for funding.

2.39 The Assessment sets out how the Subsidy has been designed to minimise
competitive and investment impacts by only funding certain incremental costs

19 Such as the economic business case submitted by the Council to DfT.
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2.40

between ZEBs and diesel buses, including contributions from the private sector
operator, and explains how the Subsidy will be limited to certain bus routes within
the Portsmouth area.

In our view, the Assessment clearly demonstrates and evidences how design
features of the Subsidy contribute to minimising any negative effects of the
Subsidy on competition and investment within the United Kingdom.

Assessment of effects on competition or investment

2.41

2.42

2.43

The Assessment identifies a number of ways that the Subsidy could have a
negative impact on competition, including that:

(@) FirstBus may benefit from a small increase in passenger numbers on the two
routes on which the ZEBs will operate;

(b) local taxi firms could suffer a competitive disadvantage to the extent that the
introduction of ZEBs encourages passengers to switch from taxi travel to bus
travel; and

(c) other bus operators operating in the Portsmouth area will not have had the
benefit of ZEBRA funding and so will (in the absence of any other public
subsidy) have to bear all the costs themselves if they decide to switch to
ZEBs.

The Assessment concludes that whilst there are potential negative impacts on
competition, the risks of a lessening of competition are low because:

(a) few bus stops are shared between operators on the routes the ZEBs will
operate on;

(b) there is no increase in bus frequency or operating area as a result of the
Subsidy;

(c) Portsmouth has a multi-operator ticketing agreement in place which
incorporates travel on both major operators and shares revenue between
them, so increases in travel on ZEBs may not result in similar increases in
revenue if passengers use such tickets; and

(d) the major competitor was also invited to apply to receive some of the
Council’'s ZEBRA funding but declined to do so.

In our view, the Assessment clearly considers and evidences the localised, short
run effect of the Subsidy on competition and investment in line with Annex 3 of the
Statutory Guidance. The competitive assessment could be strengthened further by
considering longer term impacts on competition beyond the immediate bus routes

13



that will see ZEBs introduced. For example, the Assessment could consider the
impact that the expected increase in revenue associated with introducing ZEBs
and decreased ongoing maintenance costs for FirstBus might have on their
broader competitive position in the medium to long term.

Step 4: Carrying out the balancing exercise

2.44

2.45

2.46

2.47

2.48

Under Step 4 (Principle G), public authorities should establish that the
benefits of the Subsidy (in relation to the specific policy objective) outweigh
its negative effects, in particular negative effects on competition or
investment within the United Kingdom and on international trade or
investment.?°

The Assessment sets out the expected benefits of the Subsidy, rating each on
how significant an impact it has on the primary policy objectives (see paragraph
2.3). These include supporting the decarbonisation of the bus fleet in Portsmouth,
improving local air quality which will enhance public health outcomes such as
respiratory health and life expectancy and encouraging the use of buses by
improving the quality of onboard experience and reliability.

The Assessment also considers potential negative effects of the Subsidy on
competition and investment in the UK, rating the significance of these effects while
also explaining how they will be mitigated. It explains that any competitive
advantage that FirstBus derives from the Subsidy will be limited as the Subsidy will
only be used to replace buses on existing routes (rather than allowing FirstBus to
expand into new routes) and that the Council expect any increase in customer
demand due to quality improvements of FirstBus’ fleet to be minimal. It also
explains that all operators were provided with an equal opportunity to bid for
funding with only FirstBus taking up the opportunity.

The Assessment concludes that the benefit of the Subsidy ‘clearly outweighs any
potential negative impact on competition both locally and nationally’. In addition,
the Assessment notes that the Subsidy contributes to a project with a positive
BCR (see paragraph 2.32) to support this conclusion.

In our view, the Assessment clearly sets out the positive effects of the Subsidy in
relation to the policy objectives, as well as potential negative impacts, and
conducts a balancing exercise between them in line with the Statutory Guidance.

20 See Statutory Guidance, paragraphs 3.111-3.199 and the SAU Guidance, paragraphs 4.20-4.22 for further detail.

14


https://www.gov.uk/government/publications/uk-subsidy-control-statutory-guidance
https://www.gov.uk/government/publications/guidance-on-the-operation-of-the-subsidy-control-functions-of-the-subsidy-advice-unit

Energy and Environment Principles

2.49

2.50

This section sets out our evaluation of the Assessment against the energy and
environment principles.?!

The Council has conducted an assessment of the Subsidy against Principles A
and B. We have not identified any other principle that should have been addressed
as part of the Assessment.

Principle A: Aim of subsidies in relation to energy and environment

2.51

2.52

2.53

2.54

Subsidies in relation to energy or the environment should be aimed at (1)
delivering a secure, affordable and sustainable energy system and a well-
functioning and competitive energy market, or (2) increasing the level of
environmental protection compared to the level that would be achieved in the
absence of the Subsidy. If a subsidy is in relation to both energy and environment,
it should meet both limbs.??

The Assessment explains that the Subsidy will enable the replacement of 16
diesel buses with ZEBs, charged using certified ‘green’ energy. The ZEBs will
avoid 8 tonnes of NOx emissions, 16,214 tonnes of CO2 emissions and 193 kg of
PM25.23 This is expected to be achieved over the 17-year lifespan of the ZEBs.

It also explains that the Subsidy will allow for the introduction of ZEBs
approximately eight years earlier than they would have been introduced in the
absence of the Subsidy. As a result, this will prevent the emission of 3,628 kg of
NOx, 6,544 tonnes of CO2 and 91 kg of PM25, which goes above and beyond the
legal requirements on FirstBus for air quality.

In our view, the Assessment clearly explains and evidences how the Subsidy
complies with (the second limb of) Principle A of the energy and environment
principles.

Principle B: Beneficiary’s liabilities as a polluter

2.55

2.56

Subsidies in relation to energy or the environment should not relieve the
beneficiary from liabilities arising from its responsibilities as a polluter under the
law of England and Wales, Scotland, or Northern Ireland.?*

The Assessment confirms that the Subsidy will not relieve FirstBus from any
responsibilities as a polluter. It explains that FirstBus is already compliant with

21 See Schedule 2 to the Act, and Statutory Guidance, Chapter 4.
22 Statutory Guidance, paragraphs 4.19-4.28.

23 Particulate Matter less than 2.5 micrometres in diameter.
24 Statutory Guidance, paragraphs 4.29-4.34.
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emission-related legislative requirements given that it has already taken steps to
ensure that its operations in Portsmouth meet the highest Euro VI standard for
diesel buses.

2.57 It explains that the Subsidy will allow FirstBus to go above and beyond current
legislative requirements in relation to vehicle emissions.

2.58 Inour view, the Assessment clearly explains and evidences how the Subsidy
complies with Principle B of the energy and environment principles.

Other Requirements of the Act

2.59 The Council confirmed that no other requirements or prohibitions set out in
Chapter 2 of Part 2 of the Act applies to the Subsidy.

11 April 2025
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