ERGY MARKET

Energy Performance Contracting

Eurocontract: Guaranteed Energy Performance

Standardised Energy
Services for Europe’s

Buildings

Since the beginning of January 2005, the Berlin Energy Agency
cooperates with 10 partners from Austria, France, Finland, Greece,
Italy, Norway, Sweden and the United Kingdom to implement the
project Eurocontract. The aim of Eurocontract is to contribute
substantially to market development for energy services in Europe
by further developing and promoting the model of Energy

Performance Contracting.

ot only since the enlargement
Nof the European Union it is

undisputed that the potential
to increase energy efficiency and to
reduce costs and emissions in the
building sector is enormous. Euro-
pean buildings consume far more
energy than is technically and eco-
nomically feasible. A large part of
this savings potential can already be
achieved by using »best available
technology«. However, market de-
velopment needs certain frame-
work conditions fulfilled: competi-
tion among energy service
providers and an increased proce-
dural transparency, political back-
ing and neutral market mediators.

The instrument of Energy Perfor-
mance Contracting (EPC) has
shown its capability to have energy
efficiency technology installed in
existing buildings, especially where
no or few building shell refurbish-
ment measures are needed. The
market for such energy services in
Europe currently presents itself as
very heterogeneous with an esti-
mated potential volume of €5-15
billion. In most European coun-
tries, however, its size is nowhere
near its estimated volume.

Over the comingyears, sizeable in-
vestments will be necessary to tap
the existing savings and CO, reduc-
tion potential among buildings. EPC
is a useful instrument for achieving
this. Looking at the development to
date, a market could develop where
political support for the use of the
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instrument of EPC is given, where
independent experts for project de-
velopment and the management of
tender procedures are available. The
availability of model contracts and
the existence of competent energy
service providers are further impor-
tant elements. Standardisation of
contracts and procedures facilitates
risk management and helps to en-
sure a good level of quality as well as
a transparent tender process. For
both the client and the energy ser-
vice provider, a relevant reduction in
transaction costs can thus be
achieved.

This would be even truer, were
those standards applied throughout
Europe. In the European Commis-
sion’s draft for a directive on end-
use energy efficiency and energy
services that is currently being dis-
cussed, this idea is taken up. The
draft asks to »remove or amend na-
tional legislation or regulations that
impede or restrict the use of finan-
cial instruments and contracts for
energy savings in the market for en-
ergy services, such as third-party fi-
nancing and energy performance

* they guarantee savings by contract,

+ they reduce energy consumption in large building complexes or a building pool through

investments by the contractor,

+ they refinance the investment through the savings in energy,
+ they allow the building owner to participate in the saved costs immediately, ‘
« independent experts for project development and management of the tender procedure,
» standard documents for transparent procedures

contracting«'. For this, model con-
tracts shall be provided by the
member states.

The Berlin Energy Agency success-
fully develops energy performance
contracting in Berlin and beyond. To
date, 17 building pools comprising
over 1,500 buildings have been im-
proved in the frame of the Berlin
EPC scheme »Energy Saving Part-
nerships«. Energy service compa-
nies have invested more than
€32 million in the buildings, guar-
anteeing an average of 25 % cost re-
duction. Further relevant EPC activ-
ities are also taking place in Austria.

Successful Export

Already in 1999 the Berlin Energy
Agency started to transfer the model
of the Berlin Energy Saving Partner-
ships to other countries: based on
the Berlin scheme, a local partner is
qualified, a model contract and pro-
ject development standard from the
baseline calculation to the evalua-
tion of bids is developed, adapted to
national laws and regulations; pilot
projects are initiated. In the year
2001, a first contract was signed in
the Slovenian municipality of Kran,j.

Clearcontract: Clearinghouse for
Energy Contracting

With these experiences, the model
project »clearcontract« was devel-
oped (www.clearcontract.net). In the
framework of this project, supported
by the European Commission and
the German Environment Ministry,
during 2003 and 2004 model docu-
ments were developed for 8 Central
and Eastern European (CEE) coun-
tries and local partners were quali-
fied. Over 30 projects could be initi-
ated through clearcontract.

! Proposal for a Directive on energy end-use

and energy services COM (2003) 739 final,
Art. 9.

Berlin Energy Savings Partnerships

The Berlin Energy Savings Partnerships work because
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The clearcontract network offers
contractors access to information
on projects, to building owners in
CEE, and know-how on the develop-
ment and implementation of EPC
projects. For financial institutions, it
offers know-how for risk assessment
for energy efficiency projects.

One of the challenges for project
development in CEE often is data
availability and the state of the
building shell. Here, neutral experts
have the job of preparing a well-
founded contractual basis for pro-
ject implementation. The project
once more showed the importance
of continuous political backing for
project implementation (from
choice of buildings to signing the
contract). Theinitiated projects also
showed that it is possible to suc-
cessfully implement EPC in CEE
based on standardised and yet
adapted procedures and contracts.

Eurocontract: Guaranteed
Energy Performance

Since the beginning of January
2005, the Berlin Energy Agency co-
operates with 10 partners from Aus-
tria, France, Finland, Greece, ltaly,
Norway, Sweden and the United
Kingdom to implement the project
»Eurocontract«. The Berlin Energy
Agency, which initiated and coordi-
nates Eurocontract, included the re-
sults and experiences gained under
clearcontract in the project prepara-
tion. The aim of Eurocontract is to
contribute substantially to market
development for energy services in
Europe by further developing and
promoting the model of Energy Per-
formance Contracting. The project
thus also contributes to the goals of
European Commission directives
and initiatives on energy efficiency
in buildings and energy services.

Germany and Austria undoubtedly
are precursors of market develop-
ment for energy services for energy

Clearcontract

|
. Project example in Czech Republic:
i train station Ostrava

-+ pool: 24 buildings

+ baseline: 940,000 €/a

* Investments: 1.4 million €

+ guaranteed savings: 181,000 €/a
+ contract duration: 10 years
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| Eurocontract offers:

+ model contracts and tender documents
| « pilot projects
| » quality standards for energy services

+ guiding principles for ESCO certification

» opening up market development in the real estate sector
* integration of energy services and facility management

* increased acceptance for new financing schemes for energy services

|+ European dialogue and platform on energy services ‘

r EUROCONTRACT

GUARANTEED ENERGY PiERFORMANCEi

Figure 1. The aim of Eurocontract is to contribute substantially to market
development for energy services in Europe

efficiency. While here EPC is part of
the standard set of instruments for
energy management in buildings,
other countries are still at an early
stage of market development in this
direction. This offers some countries
the chance to profit from the experi-
ences made in others; an opportuni-
ty used through Eurocontract.

Eurocontract offers a European
platform on energy services. Stan-
dardisation of contract models and
tender processes is further devel-
oped under the project. Quality cri-
teria for energy services as well as
new developments for energy con-
tracting and financing approaches
are under discussion. Active involve-
ment of all market actors - energy
service companies, building owners
as well as financial institutions - is an
important aspect for success.

The project works both on a na-
tional and on an international level.
Model documents will be adapted to
country-specific framework condi-
tions in all participating countries.
Over the project’s lifetime around 10
calls for tenders can be expected.

International project work focuses
on the one hand on opening up new
market segments for EPC. This in-
cludes interfaces between EPC and
facility management or the private
real estate sector as a new building
segment for EPC projects. On the
other hand, quality standards for
energy services and guiding princi-
ples for certification of energy ser-
vices will be developed.

The involvement of the financial
sector is another important aspect
of the project: energy service com-
panies work on finding new forms of

financing for EPC projects to
counter potential liquidity issues at
the beginning of the main phase of a
contract. Forfeiting and leasing op-
tions are being discussed, but need
to suit all parties to a contract.
Therefore energy service companies
are invited to participate in the dia-
log on these issues!

European Energy Service Initiative

Parallel to the project, a Europe-
wide campaign for energy services
will be started. This European Ener-
gy Service Initiative is a means to in-
crease awareness on the options
and opportunities of energy ser-
vices, especially for energy efficien-
cy, by showing its successes to moti-
vate others to follow. Under the high
patronage of the German Federal
Minster for the Environment, Na-
ture Conservation and Nuclear
Safety, Jiirgen Trittin, and with sup-
port of the EU Commissioner for
Energy, Andris Piebalgs, the three-
year campaign will give energy ser-
vices a face and make them more
tangible through its activities. Fur-
thermore, outstanding efforts and
achievements for the development
and success of energy services for
energy efficiency in Europe are hon-
oured with the European Energy
Service Award. The award is offered
in three categories. The first winner
is announced at the official launch
of the campaign on May 13" in

Berlin. B
www.eurocontract.net

WWW.energy-service-initiative.net






