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Background 
• The most frequently cited reason for local authorities (LAs) 

not engaging in comprehensive building retrofit and energy 
efficiency activities is a perceived "lack of capital". 

 
• The truth of the matter is that even cash starved local 

governments can take advantage of different financing 
methodologies to get the work done from pre-feasibility 
analysis to monitoring and verification of energy savings. 
 

• It is simply a matter of knowing whereto look for the capital- 
and how to structure the form that the capital will take in the 
transaction that will best suit LAs unique needs. 
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Cause of Financing Barrier  

• Problem not caused by a lack of available funding capacity in 
many/most local markets. 
 

• Caused by an inability of EEPs to access existing funds  due to 
a “disconnect” between traditional Asset-based lending to 
corporations versus Cash Flow-based project financing to EEPs. 
 

• Solution to problem difficult because energy efficiency markets 
are not developed enough to motivate local banks to invest in 
setting up an EEP lending infrastructure. 
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Difficulty” of Financing EEPs 

Local Financing Institutions (LFIs) typically:  
• Are accustomed to providing “asset-based” lending at 70%-80% of 

the market value of assets being financed, or other collateral. 

• Do not recognize the Cash Flow generated by EEPs as a new asset to 
be valued in the financing structure (credit enhancement). 

• Are not familiar with the intricacies of financing EEPs - creating a 
perceived high-risk lending profile for EEPs. 

• Do not have the internal capacity to properly evaluate EEP 
risks/benefits nor to structure their financing in market-acceptable 
ways. 

• Are unwilling to invest the time and resources needed to develop 
lending infrastructure due to relatively small dollar size of each EEP. 

• Experience market conditions that preclude commercially-viable 
financing to EEPs (high interest rates and short repayment terms). 
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Financing Options 

 

 LAs have several options before them in terms of how they 
seek to finance building energy retrofits. These include:  

 
1) Own Source Revenues; 

 
2)  Direct Borrowing; 
 
3)  Third Party Financing; 
 
4)  Innovations and Future Options; 
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Direct Borrowing 

 
LAs can usually obtain long-term debt at a low cost through the issuance 
of General Obligation Bonds (GOs). The risk associated with GOs is that 
the issuer is at financial risk, it affects the balance sheet directly, and 
there is a chance that the proceeds of the bond issuance could go "stale" 
while a program lags in development.  
 
Loans are an obvious method for which LAS could draw on available 
funds from eager financial institutions. Funders would look at the credit 
risk of the LAs and offer a rate of interest reflecting the cost of capital, 
swap costs to hedge interest risk, and a profit margin which varies 
depending on the lending institution, the municipal client, and the 
perceived risk. Loans tend to be more costly to LAs, and they put the 
municipal corporation directly at risk. 
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Third Party Financing 

 • Perhaps the easiest way for LAs to undertake comprehensive 
building energy retrofits is to allow someone else to provide 
the capital and to take the financial risk. With these 
alternative methods of financing, one can expect a higher 
cost to reflect the fact that the debt resides on someone 
else's balance sheet. 
 

• Nonetheless, as it should become clear, the interest rate is 
only one factor among many that should be considered in 
determining the suitability of a project financing vehicle. 

 



9 

Off-balance sheet financing 

  
• Operational leasing 

 
• ESCO – Energy Service Company and EPC   
•   
• Forfeiting  

 
• Public Private Partnership  

 
BOOT - Build, Own, Operate and Transfer of infrastructure projects, 

promoted and financed by the private sector, whereby the 
promoter builds, owns and operates the project and only after a 
specified number of years does it transfers it the ownership back 
to the public sector. 

 
Concession - An understanding between a company and the host 

government that specifies the rules under which the company can 
provide service locally. 
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Energy Service Companies (ESCOs) 
 
Financing is arranged so that the energy savings cover the cost of 
the contractor's services and the cost of the energy efficiency 
equipment. Repayments are often through lease purchase 
arrangements on equipment. The repayment options are negotiable 
and include the following: 
 
• "shared savings" agreement in which the contractor takes a fixed percentage of 

the energy savings for a predetermined length of time; 
 

• "first out" agreement in which the contractor receives all the energy savings until 
either the end of a specified time period, or the cost of the project is paid off; 
 

• "chauffage" agreement in which a building owner is guaranteed a fixed energy 
cost savings over a period of the contract;  
 

• "energy savings" agreement, in which the buildings owner pays a flat fee each 
month for the energy needs covered in the contract.  
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Introduction 1 

Definitions 
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Introduction 4 
 Typical ESCOs activities 
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Benefits of EPC 
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Some Examples 
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RENOWATT 
• , 2017 

RenoWatt is partner of the H2020 project   
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GRE Liege – Reconversion economic agency  

of Liege province  

▪ Develop conditions to create 
sustainable jobs for the 
future generations  
 

▪ Created in 2004, following 
the announce of Arcelor 
Mittal closure 
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 If 60% of the buildings in Wallonia are renewed, there is a potential for 

‒ 30 billion euro  

‒ Maintenance / creation of 500,000 jobs (if everything is done at once), 
or 16,000 jobs if the investments are spread over the next 30 years 

‒ For Liège, maintenance / creation of more than 4000 jobs 

▪ 93% of the energy consumption in Wallonia is imported 

SOURCE: DG Energy European Commission; Build Up Skills; IWEPS 

Energy renewal offers real potential for 

jobs creation and businesses in Wallonia 
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Support beneficiaries (local authorities, hospitals, 

industrials…) in their energetic retrofitting 

projects through a one-stop-shop 
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 1 Public authorities as a first step –plan to open to hospital and industries  
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Grouping buildings into different pools / 

lots comprising multiple buildings 

▪ Grouping multiple buildings, 
depending on the potential 
energy savings within a single 
project 
 

▪ The buildings may belong to 
a single public body or to 
multiple public bodies 

▪ Achieving an adequate size for the 
EPC 
 

▪ Diversifying the risk for financiers 
(and obtaining more attractive 
financing conditions) 
 

▪ Reducing the number of contracts 
(and transaction costs) 
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RenoWatt’ approach for the EPC 

▪ Global solution (conception, works and maintenance) 
 

▪ A guarantee on your forecasted energy savings 
 

▪ Win-win approach between the public authorities and the ESCO (both 
parties have a profit in case of extra energy savigns) 

 
▪ Financing possibility support 

 
▪ Included in the country debt - No third party investment as too expensive 

for municipalities 
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Launching a tendering agency: 

implementation of the pilot project 

Tendering centre 

City 1 
Municipality 2 Airport  

Hospital 1 

Successful  
tenderers 
chosen 

Selection of 
candidates for 
each of the 
tenders 

Tenders from 
tenderers pre-
selected 

Selection guides for 
qualitative 
candidate selection 
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Thank you for your attention! 
 

 
 
  

 
DG Joint Research Centre (JRC) 
Directorate C.2 Energy, Transport and Climate 
Energy Efficiency and Renewable Energies Unit 
http://www.jrc.ec.europa.eu 

mailto:Albana.KONA@ec.europa.eu
http://www.jrc.ec.europa.eu/
http://www.jrc.ec.europa.eu/

