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Innovative mechanisms for financing
the renovation wave

FINANCING MECHANISMS FOR THE IMPLEMENTATION OF ENERGY
AND CLIMATE CHANGE STRATEGIES AND ACTION PLANS



Energy renovations - key initiative of the EU Green
Deal

Building sector at the center of decarbonaisation
efforts in the EU: over 80% of today’s buildings
expected to be in use in Europe by 2050

Key initiative of the European Green Deal to deliver o
objectives for carbon neutrality by 2050
j y by LI‘

Regional and local authorities are important link
between financiers, industry professionals and
homeowners to ensure successful deployment of
financial schemes
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Main options for municipalities to finance energy
efficiency in buildings

PROSPECT +
Own budget financing

Funds developed specifically to address energy efficiency
(e.g. revolving funds and Energy Efficiency Funds)

Public support to leverage commercial financing: help
support or leverage commercial financing (e.g. guarantee
funds, soft loans)

Commercial financing from banks and private investors E



Financing EE - a ladder of options <7 PROSPECT+
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ity == Commercial
Mar\(et matt an financing
% Support «  Municipal bonds
e  Public ESCOs  Commercial loans
@ EE funds *  Utility (on-bill)  Lease of assets
. financing * Vendor credit
. _ * EE revolving funds . Dedicated . ESCOs
Budget financing concessional credit

* Budget capture lines
* General budget * Credit/ risk

(internal contracting) guarantees
e Subsidies
* Grants
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Main factors influencing the availability of

] . <7 PROSPECT+
financing models

A municipality’s financial strength and creditworthiness
Predictability of revenues and budget transfers

Local legal and regulatory framework

Commercial financing environment

Nature of the EE projects

Local authority’s implementation capacitiy



Preconditions for successful financing <7 PROSPECT+

A municipality’s payments for energy use need to be based on current
consumption.

Energy prices should reflect the real costs of energy.
Stability of energy prices.

The municipal budgeting process must allow a municipality to retain the cost
savings resulting from EE projects. If the municipal budget is reduced when
energy costs are lowered, the municipality is unable to repay the financing costs
of the EE projects.



Internal Contracting 'E PROSPECT +

@ CHARACTERISTICS: *

*  Applicable for small-scale projects which are not

ENERGY ; .
ST AU ] interesting for ESCOs
A HHE * Rapid implementation of energy saving measures
it N::j'\l')'g:‘;\" *  Public authority controls decision-making without
financing consulting external experts
‘ reduction of * Self-reinforcing financing scheme
energy costs
(’ * Nointerest or bank fees
ENERGY SAVING i . :
—> EASURES Efficient use of public funds
* Can be applied by public authorities with
budgetary constraints
repayment of the loan *  Expertise stays within the public authority




Revolving Fund {} PROSPECT +
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CHARACTERISTICS:
INVESTOR
*  Projects must be economically viable, with
i feasible investment costs and payback times
Initia
int t T . . .
M | capitalization * Enabling of recycling of capital for future use
' . . . .
3 S EETTTE * More efficient allocation of public funds
FUND » Long-term sustainability of public investment
loans Re'ﬁment * Direct and clear impact on the financial barriers
energy for creating liquidity
savings ) ) L
() SUSTAINABLE * Demonstration of commercial viability of EE
ENERGY o investments

PROJECTS



(Utility) On-bill financing {} PROSPECT +
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CHARACTERISTICS:

INVESTORS * Loan is paid back over time through additional
charges in the building’s utility bill
Capital
for the Repayment * Convenient structure of making repayments directly
project on the utility bill and typically simple agreements
(, * Can be structured to meet the needs of different
UTILITY markets
*  No upfront costs for the building owner
Capital Charge
for the on utility * Streamlined process as utilities already have a billing
4 project bill relationship with their customers, as well as
Energy 8 information about their energy use and payment
improve- i
history
CONTRACTOR/ _ ments UTILITY
ESCO CUSTOMER *  May be difficult for small utilities



Soft loans
subsidise interest rate> é
BANK
. Loan soft loans
instalments
energy audits
technical H
I 8 HHE
HHE inform :upport
HOMEOWNER ENERGY
MUNICIPALITY

ADVISOR

implementation payment for

of renovation
EE measures work
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-
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CHARACTERISTICS: *

*  Contribute to improving access to
financing sources that fit the needs,
investment capacity and ability to perform
debt service of borrowers

*  Serves only creditworthy clients

*  Versatile in different types of building
projects

*  Often combined with other financing
schemes, such as grants and subsidies

*  Usually longer duration than commercial
loans

*  Positive impact on public budget due to
leverage effect

* Large flexibility and easy to roll out



Guarantee funds

e 0

COMMERCIAL GUARANTEE
LENDER/ MECHANISM/
FINANCIER GUARANTOR

loan 1
&

DEBTOR

risk sharing
loss covering

Investment Return

SUSTAINABLE
ENERGY

PROJECTS
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CHARACTERISTICS:

*  One of the most commonly used financing tools to
facilitate private investments in energy efficiency

* Enables the engagement of financial institutions and
allows for sharing credit risks and distributing losses
— addresses risk perception of commercial lenders
regarding EE projects

* Intended for large infrastructure projects

* Not meant as stand alone solution and not applicable for
all markets. Typically needed in addition to public
support instruments for debt financing (e.g. concessional
loans)

* Requires strong and willing bank partners to develop
project pipeline
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Capacity building for cities and regions - from learning to action!

H2020 Peer-learning programme for
local authorities

The PROSPECT+ project has received funding from the
European Union’s Horizon 2020 research and innovation
programme under grant agreement No 101023271




Our aims ¢ PROSPECT+

PROSPECT+ Strategic objectives:

To build public authorities’ capacity in financing implementation of their sustainable

S
S
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energy action plans through peer-to-peer learning activities

To enhance decision-making in public authorities so that they are leaders in implementing energy
efficiency measures.

To support public authorities and their agencies in profiting of the rich experience available, taking
inspiration from their peers

To help use synergies by linking public authorities along with energy policy-makers, associations of
planners, technical experts, financing bodies on sustainable energy, and local actors in an intra-

European network through an innovative peer-to-peer capacity-building experience on innovative
financing of sustainable energy projects and measures.



Who are we? &% PROSPECT +

* European Federation of Agencies and Regions for
’:’ Knowledge hubS ; E:re;ﬂizr;iggvl_lronment (FEDARENE) a
.TEERSJ%Q ipperary Enerey fgency Institute for European Energy and Climate
Policy Stichting (IEECP)
adelphi @ - .

Adelphi Research Gemeinnutzige
Gmbh (ADELPHI)

¢ Networks of cities and regions

EDAI?ENE

II EURO Czech Republic Association of Energy Managers of Towns and
=il CITIES Energy Cities (ENC) y Regions of the Czech Republic (SEMMO)
00 Energiesparverband
(ESV)

HEESCBITIES

Ayuntamiento de Valladolid

% Regional Agencies (Mentors) (Innolid)
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(OF TR
University of Piraeus Research
Center (UPRC)

O/, Energy Agency of Podravje

QGMMO OEJINIIIEIISMWEE-;L\IU em,!g!g T (ENERGAP)

AP TR AT /’, | \\ 22 Podravie



What projects do we support? &% PROSPECT +

5 THEMATIC AREAS (PROJECTS FOCUSED ON SUSTAINABLE ENERGY AND LOW EMISSION TRANSPORT)

Public Buildings Private Buildings Transport Cross Sectoral

e.g. energy efficiency measures, renewable energy sources, public transport, low-emission mobility, etc.



Who do we work with?

MEMBERS OF THE
COMMUNITY OF
PRACTICE (CoP)

INVITED GUESTS

CONTRIBUTORS TO AND
GUESTS AT POLICY
DIALOGUE

PARTICIPANTS OF THE
POLICY DIALOGUE
WEBINARS and

OF REPLICATION
WEBINARS

Regional
Authorities

Financing Local
Institutions Authorities

National & EU
organisations Agencies

General

Public Academia
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MENTORS
MENTEES

PARTCIPANTS OF THE
COMMUNITY OF PRACTICE (CoP)

CONTRIBUTORS TO POLICY
DIALOGUE

PARTICIPANTS OF AND
PRESENTERS AT REPLICATION
WEBINARS

INNOVATIVE FINANCING
AMBASSADORS



Call dates {I PROSPECT+

* Call open for mentees until 14 April 2023

* Parallel calls for mentees to join local groups in
* Italy (same call dates)
* Poland and Ireland (opens soon, dates to be confirmed) /0

.‘ / >
* Call open for mentors 22 May until 7 June 2023\/

p ;\2¢
* Next/last call for learning cycle 4 planned in Feb/Apr 2024
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Who can apply?
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+ Staff members of regional or local authorities or their energy/climate agencies, and other

local or regional organisations (e.g., development agencies, municipal companies, energy
cooperatives)

* External consultants explicitly working for a local or regional public authority in the eligible
countries

44 Eligible countries

EU-27

the United Kingdom

H2020 associated countries: Albania,
Armenia, Bosnia & Herzegovina, Faroe
Islands, Georgia, Iceland, Israel, North
Macedonia, Moldova, Montenegro,
Norway, Serbia, Switzerland, Tunisia,
Turkey, and Ukraine

All applicants need to provide a
letter of support from the mayor
or another political representative
of the public authority they will

represent in PROSPECT+.




How to apply? ¢, PROSPECT+

welcome tO All information accessible on:
PROSPECT+ https://www.h2020prospect.eu/get-involved

Capacity building for cities and region

e (Call dates

€.~ PROSPECT+

Get Involved i i I

How to join the PROSPECT+ Capacity-building

programme

* Link to the application forms



https://www.h2020prospect.eu/get-involved

How to Contact us {I PROSPECT+

Visit our website:

https://h2020prospect.eu/

Follow us:

Capacity Building for cities and regions:
https://www.linkedin.com/company/peerpoweredcitiesandregions/
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https://h2020prospect.eu/
https://www.linkedin.com/company/peerpoweredcitiesandregions/

&, PROSPECT+

Carolin Anders
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