Stakeholder views on EPC development
Based on ManagEnergy Events in Croatia, Czech R. and Denmark

Barriers and Drivers for Energy Performance Contracting in Europe –
what is the feedback from the ManagEnergy workshops ?
Energy Performance Contracting (EPC) is strongly supported by the EU as a valuable tool towards achieving a
higher energy performance, thereby helping to fulfil the EU energy policy goals. The ManagEnergy initiative
under the Intelligent Energy Europe Programme aim to build the capacities of local authorities in adopting the
EPC concept as a pillar in the European EPC Campaign (EPCC).
This article provides feedback from ManagEnergy events organised in Croatia, Denmark and Czech Republic as
part of the EPCC. It is based on questionnaires responded by the invited stakeholders from the public and private
sector participating at these events. The three countries have an interesting profile due to their different level of
EPC development and as such it represents a pilot study about the local situation around EPC and the opinions
of local authorities and related stakeholders. Please read more about the findings and recommendations of EU
relevance in this article.

INTRODUCTION
ManagEnergy is an EU Commission supported initiative reaching out to regional and local
stakeholders in Europe for promotion of sustainable energy practice. In the period 2012-15,
ManagEnergy organise 45 workshops around Europe aimed at building capacities for sustainable
energy actions.
In 2013, these workshops focus on Energy Performance Contracts (EPC) as a tool to accelerate
sustainable energy projects as a Pillar in the European Energy Performance Contracting Campaign
(EPCC). This article reflects on the feedback from the participants at the events held in Croatia, 2627th March, in Czech Republic, 29-30th April and in Denmark, 27th May.
A questionnaire was prepared to get response on how the event participants view the main barriers
and success factors in terms of EPC development. The questions were formulated with point of
departure in the Energy Service Companies Europe 2010 report of Joint Research Center as well as
the World ESCO Outlook 2012. A rating question type was used in order to create an easy to handle
response mechanism.
The capacity building workshops typically had participation of around 25 selected persons in each
country (representatives of local authorities, ESCO business and other stakeholders). Of these
participants around 10 to 15 people responded to the questionnaire per workshop.
This questionnaire was implemented by EC Network, operator of ManagEnergy, and their local
partners in Croatia, Czech Republic and Denmark. These countries present an interesting profile due
to their different level of EPC market developments. Czech Republic is considered an EPC frontrunner
in Europe, the Croatian market is still in an early stage and in Denmark the EPC market is rapidly
growing. Therefore, looking into these three countries gives an insight about different levels of
market developments in EU, which lead to an understanding of different concerns and driving points
at every stage of the EPC development.
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RESPONSE FROM EVENTS IN CROATIA, DENMARK AND CZECH REPUBLIC
So what was the feedback from the stakeholders? Below follows a review of the response from the
three ManagEnergy workshops, supplemented with the author’s own observations and studies of the
EPC development.
Workshop in Koprivnica, Croatia, 26-27th March 2013
The Croatian EPC market is in an early stage and there is only one ESCO active in the market.
According to the feedback of the questionnaire - as it can be seen in figure 1 - limited legal
framework and public procurement rules are seen as big barriers for the dissemination of Energy
Performance Contracting. In addition, the lack of reliable energy consumption data is an important
barrier to EPC development in Croatia, another is the mistrust towards ESCOs.
Ensuring of reliable energy consumption data stands an essential hinder for clear contracts.
Complicated contractual agreements prepared with unreliable data are not able to assure the profit
both for the ESCOs and clients, thus it leads to failures in the contracts. Furthermore, the unclear,
complex and failed contracts raise the mistrust in ESCOs and create a bad reputation around EPC.
Nevertheless, technical risks and economic crisis seem less significant as a barrier of EPC in Croatia.
Collaboration, commitment and cultural issues are also less emerging issues. In spite of the
importance of clear contracts, the fluctuating energy prices are not a substantial concern in the
country. This situation may be a result of steady energy pricing and taxing mechanism, but it may
also be a consequence of inexperienced, early stage market conditions. Also the technical risks are
not as important as other barriers.
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Figure 1: Barriers for Energy Performance Contracting Market in Croatia
Despite the barriers in the EPC market, there are several factors which helps the EPC market to
develop further. In figure 2, the factors that could reinforce the dissemination and implementation of
EPC in Croatia are shown.
Naturally, the supportive policy and implementing measures become prominent in the Croatian
market. As discussed above, removing the legal barriers for EPC is considered the first action that
must be done in order to pave the route to success. Besides, access to the financial instruments is
considered an essential success factor as well as increasing the competence of the local authorities in
management of the contracts. Particularly in a young market like Croatia, assistance for financial,
technical and management should be provided to increase the capacity for EPC.
Following, the steady rise of energy prices and standartized contracts are supportive factors to create
clear agreements, which will increase transparency and reduce mistrust in the ESCOS. It is pointed
out that building the capacities of local authorities in handling the contracts and the EPC process as
such is a key factor for developing the market.
Further it can be seen that more environmental awareness of the involved stakeholders would be a
driving factor to start energy performance contracting projects.
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The establishment of an ESCO association does not appear to be a key issue at the current state of
development where there is only one Energy Service Company actively working in the Croatian
market. However, in order to increase the capacity on Energy efficiency and EPC, new ESCOs should
be supported and encouraged to enter the market. After the increased number of the ESCOs,
establishment of an ESCO association could be useful for the market.

Figure 2: Success factors for Energy Performance Contracting Market in Croatia
Event in Copenhagen, Denmark, 27th May 2013
The Danish ESCO and EPC market has been rapidly growing in recent years due to an increasing
number of ESCO projects in the public segment. Therefore, the Danish market can be seen in a
booming period. Under the consideration of the market’s development stage, there are different
barriers and success factors in Denmark than in Croatia. The barriers for the EPC sector according to
the questionnaire results can be viewed in the figure 3.
Unlike Croatian market barriers, limited legal framework and public procurement rules are not
considered a market barrier in Denmark. It can be seen that the laws and regulations are in general
favourable for EPC projects.
Also, the fluctuating energy prices is seen a significant barrier. Denmark is a leading country in the EU
in terms of energy security and use of local resources which leads to steady pricing condition in the
energy sector.
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The most important barrier in Denmark is thought to be the lack of reliable energy consumption
data, which is indispensable for clear contracts.
Collaboration, commitment and cultural issues are relatively important for the EPC market in
Denmark judged from the questionnaire results. Collaboration between the ESCOs, clients and
financial institutions is considered by some of the public stakeholders an expensive and time
consuming way and thus a concern in starting EPC projects.
Although there is a rapid growth in the EPC and ESCO market in the country, there is still a remaining
mistrust in the ESCOs which needs to be overcome for further market developments.
Technical risks and financial crisis are also considered significant disadvantages for the development
of EPC in Denmark.

Figure 3: Barriers for Energy Performance Contracting Market in Denmark
The current positive development of the EPC market, especially in the public building sector, is
associated with various type of success factors. The success factors that according to the workshop
participants increase the EPC investments in Denmark can be seen in figure 4.
The most important succes factor for EPC stands out to be a relatively high competence of the local
authorities in the management of the contracts. The competence has been built up as the first EPC
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projects in the public sector proved successful and the experience has been spread to other local
authorities so today around 30 municipalities (of a total of 98 municipalities) have engaged in EPC
activity.
Another factor is the environmental awareness in the country. Since Denmark is a frontrunner
country in the environment and energy measurements, the reponsibility and the awareness in these
subjects are very well integrated in the society.
The steady rise in the energy cost and supportive legal framework are other main success factors
pointed out by the workshop participants. The steady economic situation of the country and well
developed energy policies are indicated as reasons for the momentum being created.
Easy access to financial instruments is seen relatively important for the EPC market success in the
country. With the support of national legal framework and the European directives, it is possible to
aquire fund and grants for the energy efficiency projects. A key national initiative has been to limit
the restriction for taking loans to EPC projects that Danish municipalities are otherwise subject to.
This way the municipalities have access to favourable loans (down to 1,5-2 % interest rate). This
factor, together with the increasing confidence and competence in EPC projects as such, has created
a positive spiral so the EPC projects have increased to a volume of 6-20 MEUR per project and do
normally include deep renovation (incorporate energy saving measures of long term pay-period like
the building envelope).
Moreover, the standartization of the contracts which helps to ease the procedures around the
projects is seen important for local authorities in Denmark. There runs an ESCO network under the
Federation of the Danish Industry Energy Branch that represent the interest of the ESCO business.
This network has a potential for turning into an ESCO association that could further speed the
positive market development.
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Figure 4: Success Factors for Energy Performance Contracting Market in Denmark
Workshop in Prague, Czech Republic, 29-30th April 2013
The Czech Republic is a frontrunner of local ESCO market developments in the new EU Member
States; the ESCO market in the country is considered mature and the growth is stable with almost
200 EPC projects in place. The existing barriers in the EPC sector according to the workshop
participants can be seen in figure 5.
Among the key barriers in the Czech Republic is a limited legal framework for EPC. Even though the
market is in a mature level, more favourable regulations are necessary to support it. Also the public
procurement rules are considered as an important barrier, which is an important factor to attract
new entries to the market.
The mistrust in ESCOs stands as an essential barrier for some participants, however, some other
thinks it is no more an issue. Nevertheless, it is crucial to overcome the mistrust fully in order to
provide a comfortable environment in the EPC market.
Although, lack of reliable energy consumption data and fluctuating energy prices seem like the other
barriers in prospect, the others are not considered as significant barriers.
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Figure 5: Barriers for Energy Performance Contracting Market in Czech Republic
Taking all success facors into consideration, it can be seen that the supportive policies and
implementing measure incentives are seen to be key points of the success of the EPC in Czech
Republic (figure 6).
In addition the steady rise in the energy costs is supporting the EPC success through ensuring the
profibility og the energy savings. Thus, conditions for successful contracts are established.
Access to financial instruments and competence of the local authorities in contract management, is
also pointed out as significant contributers to the success story of the EPC in the country.
Even though not as much as the ones mentioned above, other success factors are environmental
awareness, establishment of ESCO assciation and standartized contracts, all important actions for the
positive EPC market development in Czech Republic.
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Figure 6: Success Factors for Energy Performance Contracting Market in Czech Republic

Paving the success way for EPC
A number of conclusions can be made through the analysis of the success factors and barriers in the
market. The effect of each factor depends on the maturity of the market, economic conditions and
regulation mechanism of the country. Nevertheless, the policy support is an essential factor for
paving the way for Energy Performance Contracting. In the less developed markets, the first action to
be done is to establish a favourable legal framework in the country. Depending on the maturity of
the market, the policy actions can be taken in national or regional levels. There are many practices
that can be applied in this respect, such as:


Sustainable energy action plans, in particular with regard to energy efficiency, can be
prepared and supportive laws can be introduced at the national level.



Legal framework can be improved in favour of municipalities not to have the EPC investment
as a debt in their budget.



Legislation can support the municipalities to retain the savings through energy efficiency
investments.



Practical and transparent procedures can be created for public procurement in regional and
municipal level.
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Internet based calculators for the projects and databases for access to the explicit
information can be established.



Guidelines can be prepared for how to apply energy efficiency criteria in public procurement
procedures.

Access to financial resources is a crucial factor for attempts to increase the EPC capacity. Particularly
in the immature markets, it is an important factor that can trigger the rapid growth. A number of
actions can be done to increase the access to financial instruments:


Disseminating the information of existing national and international financial initiatives for
energy efficiency improvements.



Putting in place grants/subsidies facilitating the EPC contracts.



Encouraging the financial institutions to take part in energy savings projects.



Increasing the flexibility of the contracts in financial terms.



Establishing new partnerships between agencies, banks, energy service companies and
clients.

Besides, ensuring the reliable energy consumption data is a crucial factor in all the countries in order
to establish trustable and strong contracts. Therefore;


Intelligent utility meters should be introduced in order to ensure the reliable data gathering
from different kind of consumptions.



Guidelines for how to collect energy data should be prepared.



Databases should be set up for historical energy consumption data.

Even though the maturity of the markets is different, there is a remaining mistrust in ESCOs in most
countries. In order to build capacity in Energy Performance Contracting, overcoming the mistrust in
ESCOs must be one of the first target points. Thus;


The awareness should be increased with good practice examples.



Example contract templates should be prepared for clients.



Complex and unclear contract terms should be avoided.



The contract periods should be shortened as much as possible.



Lobbying activities between the client and ESCOs should be increased.
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CONCLUSION
The questionnaire feedback that has been gained in Denmark, Croatia and Czech Republic represent
a pilot study about the local situation around EPC and the opinions of local authorities and related
stakeholders. In order to take action, the most important factors that need to be evaluated vary
among the countries. However, there are several key points to focus on at every level of market
development for the success; creating a favourable legal framework as well as providing access to
financial instruments and reliable energy consumption data and trust in ESCOs.
Finally, it is important not to forget that capacity building in energy performance contracting is not
the only way, but a good solution of increasing the energy efficiency implementations. Various other
solutions and plans can be developed in national and international level and each community must
find its own route suited its specific ambitions and circumstances.
Links for more information
ManagEnergy http://managenergy.net
Event Website Koprivnica, Croatia, 26-27th March 2013
http://managenergy.net/workshops/459#.UlLDuxASGSq
Event Website Copenhagen, Denmark, 27th May 2013
http://www.managenergy.net/minisites/1226#.UlLEiBASGSp
Event Website Prague, Czech Republic, 29-30th April 2013
http://managenergy.net/workshops/1156#.UlLD5RASGSr
ManagEnergy and the Energy Performance Contracting Campaign
http://managenergy.net/news/articles/203
Covenant of Mayors www.eumayors.eu
Intelligent Energy Europe Programme http://ec.europa.eu/energy/intelligent

The article has been prepared by Nils Daugaard, partner at EC Network, and Ezgi Basar, student
assistant at EC Network
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