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PROJECT SUMMARY
Achieving the European Union’s 2020 energy efficiency targets and at the same time reducing its
dependency on energy imports is a huge task that requires innovative approaches and tools – such
as the ones Trust EPC South wants to provide.
The Trust EPC South project aims to unleash the tertiary sector market potential for energy
efficiency investments in Southern Europe by developing a new investment assessment instrument
backed by an established building rating methodology (Green Rating™). Such instrument shall support
energy service companies (EPC providers and facilitators), financing institutions and tertiary market
actors thanks to the application of a standardised methodology to the investment assessment and
decision processes, ultimately allowing to reduce barriers to energy efficiency investments.
Trust EPC South, a project financed by the European Union’s Horizon 2020 programme, will pursue
its ambitious objectives in Portugal, Spain, France, Italy, Croatia and Greece. The project
consortium, led by the Spanish firm CREARA, is composed by interdisciplinary experts representing the
participating countries and by the international non-profit organisation Green Rating Alliance. The
partners are united by the common intent to stimulate investments in the target markets, which are
offering great opportunities for energy efficiency as well as energy performance contracting.
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EXECUTIVE SUMMARY
The estimated annual potential for energy savings through reconstruction of commercial non-residential
buildings is 413 GWh by 2016, or 743.4 GWh by 2020, with the estimated investment costs amounting
to 235 million EUR by 2016, and 420 million EUR by 2020. Financial savings are estimated on an
annual basis to 32 million EUR in 2016, or 57 million EUR in 2020.
The EPC market potential is considerably lower than overall potential in tertiary sector, taking into
account the possibility of self-financing energy efficiency improvements, current energy costs impact on
balance sheets, risk of potential clients and availability of finance. Currently, the EPC market potential
has not been evaluated for Croatia, but can be estimated. Taking everything into account it can be
estimated that market potential for EPC projects in tertiary sector could be between 40 and 80 million
EUR till 2020.
The tertiary sector is not viewed as the most lucrative one; industry and public sector are highlighted by
EPC providers. From the EPC providers’ point of view, in tertiary sector, retail and hotels are viewed as
possible market expansion, as the EPC companies are mainly look for big projects, high consumption
and low client risk.
The EPC Market in Croatia is currently in early stages of development. In recent years an up pace in
activities, with regards to market participants, can be noticed. However, a side from HEP ESCO (owned
by national utility company HEP), companies present in the market are small start-ups characterized as
“sleepers” taking position and waiting for the market to step up. Companies usually have 5 to 20
employees with additional external experts when and if needed.
Smaller companies have implemented EPC contracts, all in Industry, with overall number of projects
fewer than five. 2 EPC’s in tertiary sector have been signed in Slovenia by company that operates in
Croatia and Slovenia. Companies that work with industry sector tend to combine EPC’s and ESC’s.
Overall there are no EPC contracts for tertiary sector in Croatia. Only 2 ESCO contracts have been
signed, one for the office building, one for hotel.
Legal framework allows for ESCO projects, with limitations in ESCO model application for public
buildings. Legal framework that (indirectly) defines and regulates elements relevant to ESCO market
comprises of following legal acts:



The Act on Energy Efficiency (OG 127/14)
Ordinance on methodology for monitoring, measurement and verification of energy savings (OG
71/15)

ESCO model is admissible as a concept and defined in The Act on energy efficiency, further defining
energy services as the implementation of energy efficiency projects and other related activities based
on energy performance contract with a guarantee that in referent conditions leads to verifiable and
measurable or estimated energy efficiency improvement and/or energy and water savings.
Croatian financial market, in general, can be considered as stable but conservative and risk averse in
terms of alternative investments and financial products. At the moment, EPC market, from financing
point of view, can be considered as non-existent. There are no specialized financing options and/or
products currently available for EPC based projects. Only Environmental protection and Energy
Efficiency Fund offers specialized financing in terms of grant based schemes applied to EPC based
projects as to any other EE or RES project. But, financial institutions have shifted their interest, due to
stagnation in core business divisions, to alternative (EU/national policy supported) investments.
However, due to un(der)developed legal framework and lack of guarantees EPC based projects, as one

D2.2 National EPC Market Insight Report - Croatia

03/02/2016

of alternative investment streams, are, still, perceived as lucrative but risky opportunity. Financial
institutions are very much interested in entering EPC market, as one of perceived future markets, but
under the assumption of introduction tangible risk mitigation tools and higher standardization at
international level. These would bring transaction costs down and compensate the risk prevailing at the
moment.
Table 1: Suggested potential solutions to eliminate roadblocks for EPC projects in Croatia

Roadblock

Potential solution

Availability of financing
and high interest rates

The level of risk is determined for EPC provider and client separately by
the banks. Financing is not project based and banks tend to use
additional safeguard conditions as mortgage. Because of the country risk
and perceived client risk interest rates are high, prolonging the needed
contract duration. Mentioned solutions would contain guarantee fund to
stimulate project financing, independent technical and economical
agency trusted by the banks and clients to reduce the calculated risk and
clearer legislation or instructions from the government to provide easier
administration.
Low energy prices
Low energy prices, compared in absolute value to other EU countries,
have an effect of prolonging contracts. As a solution, EPC providers tend
to invest in buildings and processes that have high energy consumption,
targeting, in absolute value, high energy cost savings. Whit this approach
smaller project are not interesting and are left for potential clients to
invest themselves. Solution that has been mentioned by some
companies is additional taxation of energy to increase unit prices.
Lack of knowledge and
Most of the barriers for the development of the market potential are all
trust
somehow related to the lack of trust. The longevity of contracts wouldn’t
be an issue if customers had confidence on the results of the project.
Same happens with the common believe of been able to bypass the EPC
provider and develop projects without their intervention. Independent
technical and economical agency trusted by the banks and clients and/or
calculation tool was mention as a potential solution.
Potential client believe
When financing is not an issue for potential client, energy efficiency
that they can implement
measures are implemented as an in-house project. In this situations EPC
energy measures
providers tend to convince potential clients that off the books financing
themselves
offers greater flexibility for future planned non-energy related projects.
Only, fully developed market and standard business practice can
eliminate this roadblock.
Market insecurity
Economic crisis has scared many of the companies and potential
investments, and they see EPC as an investment, are carefully studied
and picked for realization. Economic recovery will stabilize the market for
the increase in investment activity.
EPC is not interesting for Companies that rent buildings are not interested in EPC solutions even if
companies that do not
they are paying for the energy costs (not included in rent). That
own the building that they companies have stated that building owner has to be stimulated or
are using
compelled by governmental policy to implement EE/RES measures.
Lack of trained and well
Introduction of internationally (EU) verified and approved training
versed personnel
programs (preferably EU supported)
High transaction costs
Improvements of legal and regulatory framework and introduction of
guarantee based schemes
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Roadblock
Lack of guarantees
Lack of clear regulatory
and contractual rules

Potential solution
Top – up alternative investment funds and schemes providing risk
mitigation products (preferably EU/government supported)
Standardization of rules and procedures and introduction of publicly
supported pilot projects
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MARKET OVERVIEW
Tertiary sector in Croatia
In 2013 the total energy consumption of the tertiary sector was of 8,280 GWh, decreasing since 20111.
Tertiary sector represents 12% of final energy consumption in Croatia.
Figure 1: Total final energy consumption by sectors in 2013

Figure 2: Shares of energy consumption by energy forms in tertiary sector

Electricity and natural gas are mostly used energy forms and represent 74% of overall energy needs in
tertiary sector. Electricity is used for cooling, heating and DHW production in coastal regions, lighting,
cooking and equipment. Natural gas is dominantly used for heating. In lesser percentage it is used for
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cooking and DHW production. Gas oil and derived heat represent 11% of overall energy needs in
tertiary sector and are used for heating.
The energy needed for heating accounts for most of the consumption, estimated at 4.394 GWh2.
The sector’s building stock was in 2011 of 28.14 million m² that includes non-residential commercial and
public buildings, representing 14% of overall building stock3. Majority of residential buildings are
privately owned and occupied by owners and are not represented in tertiary sector.
Table 2: Energy consumption and share of building stock for each segment of the tertiary sector in
Croatia4

Segment

Surface in
millions m²

Share in building
stock

Public sector - central government
Public sector - counties and municipalities
Offices
Retail
Hospitality
Total

1.60
8.80
3.03
11.40
3.32
28.14

5.7%
31.3%
10,8%
40,5%
11,8%
100,0%

Overall energy
consumption in
GWh
383.30
2 248.81
635.45
3 890.79
1 122.20
8 280.56

Looking only at private tertiary sector, retail represents the dominant market segment, taking surface
and/or consumption into account. Offices and Hospitality are equally less represented, taking surface
into account, with Hospitality being more energy intensive (higher consumption).

Potential and savings
According to the Energy Efficiency Masterplan for Croatia, the potential energy savings amount to 15
300 GWh.
The estimated annual potential for energy savings through reconstruction of commercial non-residential
buildings is 413 GWh by 2016, or 743.4 GWh by 2020, with the estimated investment costs amounting
to 235 million EUR by 2016, and 420 million EUR to 2020. Financial savings are estimated on an
annual basis to 32 million EUR in 2016, or 57 million EUR in 20205.
EPC market potential is considerably lower than overall potential in tertiary sector, taking into account
the possibility of self-financing energy efficiency improvements, current energy costs impact on balance
sheets, risk of potential clients and availability of finance. Currently, the EPC market potential has not
been evaluated for Croatia, but can be estimated. Tertiary sector segment specifics have to be taken
into account when providing estimates. In retail segment, most of the large stores and shopping malls
have been built in last 5 to 10 years, and older ones are being reconstructed when changing ownership.
Potential for EPC projects in retail segment remains low in next 5 year period. Investments in hospitality

The program of energy renovation of commercial non-residential buildings for the period 2014 – 2020, Register of public buildings of the
central government and the calculation of savings under Directive 2012/27/EC from 25.10.2012 on Energy Efficiency and EIHP estimates
2
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The program of energy renovation of commercial non-residential buildings for the period 2014 - 2020

The program of energy renovation of commercial non-residential buildings for the period 2014 – 2020, Register of public buildings of the
central government and the calculation of savings under Directive 2012/27/EC from 25.10.2012 on Energy Efficiency and EIHP estimates
4
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The program of energy renovation of commercial non-residential buildings for the period 2014 - 2020
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have been increasing in last few years stimulated by availability of financing and business opportunities.
Investors tend to implement in-depth reconstructions that are in-house projects. When thinking of EPC
projects, SME hotels represent most lucrative opportunity in hospitality segment. Office segment
represents highest possibility for EPC projects. Taking everything into account it can be estimated that
market potential for EPC projects in tertiary sector could be between 40 and 80 million EUR till 2020.

Figure 3: Potential savings in Croatia by sector in percent

The tertiary sector is not viewed as the most lucrative sector, with industry and public sector being
highlighted by EPC providers. From the EPC providers’ point of view, in tertiary sector, retail and hotels
are viewed as possible market expansion, as the EPC companies are mainly look for big projects, high
consumption and low client risk.
Overall there are no EPC contracts for tertiary sector in Croatia. Only 2 ESCO contracts have been
signed, one for the office building, one for hotel. In hotel Adria Solar collectors for domestic hot water
preparation with hot water tanks (2x6500 l), heat recovery from existing chiller for DHW, photovoltaic
system with peak power of 30 kW and Building Management System have been installed. All
investment costs have been covered by HEP ESCO.
HEP ESCO provided the energy audit, investment grade study, engineering, design and were
responsible for the implementation. Overall investment was 270 000 EUR with yearly savings of 44 760
EUR. In addition, usage of fuel oil was significantly reduced (75%) with high impact on lowering the CO2
emissions by 78 t per year. Advantages for client were short payback period, no initial investment and
access to ESCO’s technical know-how. This project also represents integrated approach to energy
efficiency and renewable energy production.
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EPC MARKET – SUPPLY SIDE
EPC market in Croatia
EPC Market in Croatia is currently in early stages of development. In recent years an up pace in activity,
with regards to market participants, can be noticed. However, apart HEP ESCO (owned by national
utility company HEP), other companies present in the market are small start-ups characterized as
“sleepers” taking position and waiting for the market to steep – up. Companies usually have 5 to 20
employees with additional external experts when and if needed.
HEP ESCO has implemented over 100 ESCO projects in Industry, Energy Supply, Building and Public
lighting sectors all of which are ESCO based. Large majority of contracts, which have been
implemented, are energy service contracts with fixed payments, and performance guarantees are nonexisting. Those contracts are used in public sector and by HEP ESCO.
Figure 4: Typically used technologies in Croatia (from interviews)

Smaller companies have implemented EPC contracts, all in Industry, with overall number of projects
fewer than five. 2 EPC’s in tertiary sector have been signed in Slovenia by a company that operates in
Croatia and Slovenia. Companies that work with industry sector tend to combine EPC’s and ESC’s.
EPC projects are mostly of the single measure type with relatively short contract duration and a
relatively high degree of commercial viability. With this project type, EPC contracts may lack justification
since enterprises may implement single measures as easily on their own e.g. lighting and replacement
of boilers, but benefit from third party off the books financing. ESCO projects tend to have more
measures implemented with longer payback periods.
Typical EPC project is worth around 500 000 EUR with paybacks from 5-10 years (in average 7 years).
The most common projects include one of the following, refurbishment of central HVAC systems,
lighting installations and renewable energy production.
As for the safeguard conditions, savings are guaranteed by the EPC provider, sometimes even bank
guarantee or insurance. All the installed equipment is insured and there are no guarantees if client goes
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bankrupt. This means that client selection is one of the most important steps in EPC’s. EPC provider
tend to be involved only in big projects, with investments above 150 000 EUR and high initial energy
consumption and cost (low energy unit prices in Croatia).
Legal framework allows for ESCO projects, with limitations in ESCO model application for public
buildings. Legal framework that (indirectly) defines and regulates elements relevant to ESCO market
comprises of following legal acts:



The Act on Energy Efficiency (OG 127/14)
Ordinance on methodology for monitoring, measurement and verification of energy savings (OG
71/15)

ESCO model is admissible as a concept and defined in The Act on energy efficiency, further defining
energy services as the implementation of energy efficiency projects and other related activities based
on energy performance contract with a guarantee that in referent conditions leads to verifiable and
measurable or estimated energy efficiency improvement and/or energy and water savings.
EPC providers used a mixture of self-developed tools and proven standardized engineering software for
calculating and verify savings. Commonly, process of measurement and verification follow EVO IPMVP
protocol with in-house modifications agreed by the client. Almost all interviewed companies agree that
there is a need for a standardized verification tool, trusted by all market stakeholders. At the same time
they are reluctant to use non-proven ore semi-proven tools for their calculations, stressing the lack of
trust as the main issue.

Main roadblocks
The main barriers on the EPC provider side were collected and aggregated at EU level in ESCO
Transparense survey (IEE project Transparense – Increasing Transparency of Energy Service
Markets). The results show that the main barriers are regulation and lack of support from the
government, subsidy and policy uncertainty, lack of trust in the ESCO industry, complexity of the
concept with the lack of information, financial crisis and raising affordable finance.
Figure 5: Main barriers to EPC business (ESCO respondents) 6

6

Transparense Survey (October 2013)
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Conducted interviews in Croatia show that the biggest problems are that EPC’s are not recognized on
the market through clearer legislation, cheaper sources of financing and stable potential clients. In more
detail, problems are comprised of combination of low energy prices and high interest rates (usually 6%)
on financing side. In private sector the client risk is a big issue, as there are no safeguards if EPC client
goes bankrupt. In public sector the treatment of VAT is not solved yet and each project is evaluated
separately by 3 institutions to conclude the financial treatment of the contract. The data from
Transparense survey and data from interviews show consistency to a point, in the main roadblocks. It
has to be noted that the market is at its early stages of development and stated roadblocks are as
expected. Policy change, including all market stakeholders and legislation, is needed to develop the
market to the fullest potential.

Suggested potential solutions to eliminate roadblocks
Derived from conducted interviews with ESCO/EPC companies, the main future actions have been
chosen with the goal of eliminating roadblocks for projects in private sector.
Table 3: Suggested potential solutions to eliminate roadblocks for EPC projects in Croatia – EPC
companies

Roadblock
Availability of financing
and high interest rates

Client risk

Low energy prices

Lack of knowledge and
trust

Potential solution
EPC providers see this as one of major roadblocks. The level of risk is
determined for EPC provider and client separately by the banks.
Financing is not project based and banks tend to use additional
safeguard conditions as mortgage. Because of the country risk and
perceived client risk interest rates are high, prolonging the needed
contract duration. Mentioned solutions would contain guarantee fund to
stimulate project financing, independent technical and economical
agency trusted by the banks and clients to reduce the calculated risk and
clearer legislation or instructions from the government to provide easier
administration.
EPC’s do not have safeguard conditions if clients go bankrupted. EPC
provider have detailed screening process of potential clients. Provided
solutions by the EPC providers was finding new clients. This roadblock
can only be solved with overall economic recovery.
Low energy prices, compared in absolute value to other EU countries,
have an effect of prolonging contracts. As a solution, EPC providers tend
to invest in buildings and processes that have high energy consumption,
targeting, in absolute value, high energy cost savings. Whit this approach
smaller project are not interesting and are left for potential clients to
invest themselves. Solution that has been mentioned by some companies
is additional taxation of energy to increase unit prices.
Most of the barriers for the development of the market potential are all
somehow related to the lack of trust. The longevity of contracts wouldn’t
be an issue if customers had confidence on the results of the project.
Same happens with the common believe of been able to bypass the EPC
provider and develop projects without their intervention. Independent
technical and economical agency trusted by the banks and clients and/or
calculation tool was mention as a potential solution.
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Roadblock
Potential client believe
that they can implement
energy measures
themselves

Potential solution
When financing is not an issue for potential client, energy efficiency
measures are implemented as an in-house project. In this situations EPC
providers tend to convince potential clients that off the books financing
offers greater flexibility for future planned non-energy related projects.
Only, fully developed market and standard business practice can
eliminate this roadblock.

D2.2 National EPC Market Insight Report - Croatia

03/02/2016

EPC MARKET – DEMAND SIDE
EPC perception
Five potential clients of the tertiary sector have been interviewed. The purpose was to identify potential
interests in EE/RES solutions and roadblocks for further investments. The distribution of companies
interviewed is 2 from hospitality segment, 2 from retail and 1 from office segment. Interviewed
companies represent most of the market as small, medium and large companies were selected from all
major segments.
Common sources of energy consumption are HVC (heating, cooling and ventilation), lighting, hot water
and equipment. For most of them heating and cooling are relevant energy usages. Electricity and
natural gas represent two main consumption sources. Interviews showed that some of these companies
have heard for ESCO and EPC concept before, and that none of them have actually been involved in
one or did not know the details.
In terms of EE and RES, all of the interviewees claim that energy was an important matter for the
company. Small companies were willing to engage EE/RES measures but were usually constrained by
limited investment capacities. Medium and large companies have invested in EE/RES measures when
economically motivated and have implemented the measures themselves.
Energy management is not standard practice in interviewed companies but some elements have been
implemented especially in large companies.
Regarding the criteria set within the Green Rating Methodology, all of them have been judged relevant
by the interviewees. Energy came usually first, above water and waste.

Main roadblocks
The interviews carried out enabled to point out two main roadblocks. First, the potential clients who are
interesting for EPC providers (large companies with large energy consumption and low risk) implement
energy efficiency measures themselves. Small companies are more interested in EPC projects but are
not that interesting to EPC providers. The second is the lack of knowledge of EPCs, which are rarely
offered to SMEs even when these are interested in investing in EE and RES. This leads to a lack of
trust and an indifference for this type of solution.

Acceptability of EPC projects
Derived from conducted interviews with potential EPC clients and beneficiaries, the main future actions
have been chosen with the goal of eliminating roadblocks for projects in private sector.
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Table 4: Suggested potential solutions to eliminate roadblocks for EPC projects in Croatia – EPC
beneficiaries

Roadblock
Clients not bankable

Lack of knowledge and
trust

Low energy prices

Market insecurity
EPC is not interesting for
companies that do not own
the building that they are
using

Potential solution
Some companies have stated that guarantee fond would be useful or that
financing is project based with looser client risk evaluation.
Most of the barriers for the development of the market potential are all
somehow related to the lack of trust. The longevity of contracts wouldn’t
be an issue if customers had confidence on the results of the project.
Same happens with the common believe of been able to bypass the EPC
provider and develop projects without their intervention. Independent
technical and economical agency trusted by the banks and clients and/or
calculation tool was mention as a potential solution. Also if EPC becomes
standard business model many of the companies will start to use it.
Low energy prices, compared in absolute value to other EU countries,
have an effect of prolonging contracts and potential clients implement
other business solutions as more lucrative. Only increase in unit prices
can solve this roadblock
Economic crisis has scared many of the companies and potential
investments, and they see EPC as an investment, are carefully studied
and picked for realization. Economic recovery will stabilize the market for
the increase in investment activity.
Companies that rent buildings are not interested in EPC solutions even if
they are paying for the energy costs (not included in rent). That
companies have stated that building owner has to be stimulated or
compelled by governmental policy to implement EE/RES measures.
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EPC FINANCING SIDE
EPC perception
In order to gain insight into financing side of the EPC market in Croatia, five financial institutions have
been interviewed. These include two large commercial banks, one institutional investor, one private
equity fund and national energy efficiency fund. Structure of the interviewees depicts clear cut picture of
all major stakeholders on the financing side which are and should be involved in EPC market
development.
Figure 6: Familiarity with the concept of energy performance contract and provider / Perception of EPC
based projects with regards to risk

Results of the undertaken interviews indicate that majority of key financial stakeholders are familiar with
the EPC concept and general business model reasoning behind it. However, a common generalization
mistake has been noticed in majority of cases, in terms of misconnecting EPC with ESCO in general.
EPC projects are perceived as high risk project only by institutional investor (which is in line with its risk
profile), while other financiers see them as moderate risk projects. Commercial banks state that, in
general, EPC projects can be considered as any other investment project from the risk point of view.
Figure 7: Evaluation of EPC projects, approval time and financial instruments that are acceptable when
closing EPC based deal
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As a general rule, financial institutions perceive EPC based projects as complex transactions and are
almost uniform in their view that these require longer than usual (financing) approval procedures
bearing higher than usual transaction costs.
Due to perception of risks associated with EPC based projects, financial institutions consider private –
public partnerships and forfaiting as acceptable instruments which could (partially) cover perceived risks
in EPC projects.
Client credit worthiness and investor credibility are the most important requirements for financial
institutions when deciding whether to finance EPC projects. Due to the fact that majority of financial
products currently available in the market are corporate finance based, credit worthiness of the client is
consider as crucial factor for decision making within commercial banks.
Figure 8: Crucial requirements and factors when deciding on whether to finance an EPC based project

When talking about EPC based projects, almost uniformly, all financial institutions point out importance
of performance guarantees in EPC contracts as risk compensation tool.
Project IRR and payback period are most important factors for institutional and private equity investors,
a result fully in line with their investment thesis.

Availability of financing options and financial products
Following the objective of promoting energy efficiency measures and obtaining energy savings, the use
of renewables and the GHG emissions reduction, on existing buildings, the environmental protection
and energy efficiency fund (EPEEF) has established specific co-financing scheme for commercial nonresidential buildings (program for energy reconstruction of privately owned non-residential buildings).
Subsides are between 40 and 80%, depending on geographical location, with the maximum amount of
200 000 EUR per project. Subsidies can be used for thermal insulation of building envelope,
reconstruction of HVAC and DHW, lighting, RES and control systems.
In addition to co-financing offered by EPEEF there are various specialized financial products for energy
efficiency and/or energy reconstruction of buildings offered by commercial banks, funds or banks for
Reconstruction and Development. In most cases these are loans with lower interest rates.
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Loan programme for The Energy Renovation of Buildings and Financing of the project and other
investment documentation form Croatian Bank for Reconstruction and Development
Western Balkans Sustainable Energy Financing Facility from The European Bank for
Reconstruction and Development
Green for Growth Fund
European Regional Development Fund (ERDF)
Figure 9: Special financing options/products to finance EPC based projects

In line with expectations, vast majority of financial institutions point out the fact that there are no
specialized financing options and/or products currently available for EPC based projects. Only
Environmental protection and Energy Efficiency Fund offers specialized financing in terms of grant
based schemes applied to EPC based projects as to any other EE or RES project. Commercial banks
explained that, at the moment, they would analyse and consider EPC based projects through their
specialized finance divisions within project finance based schemes.
None of the financial institutions under question didn’t finance any EPC based project yet. However,
almost uniformly, all of the interviewed financing stakeholders have expressed their interest in financing
EPC projects under assumption that all risk bearing factor, in general, are mitigated.

Main roadblocks
As a main roadblock to wider implementation of EPC based projects, as perceived by financial
institutions, lack of securities and guarantees has been pointed out uniformly. Namely, all of the
interviewees consider EPC based projects as lucrative but risky business model which, to large extent,
relies on contractual obligations and performance of the technology. In that sense financiers see a great
need for involvement of guarantees to cover potential risks in terms of underperforming cash – flows of
the projects in question. Apart from that, un(der)developed legal framework is seen as one of
threatening elements of financial exposure to EPC based projects. General issue of inefficient legal
system in Croatia has been pointed out as very limiting factor for contractual based arrangements.
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Figure 10: Perceived highest risk in EPC based projects on financial side

Acceptability to finance EPC projects
Derived from conducted interviews with financial institutions, the main future actions have been chosen
with the goal of eliminating roadblocks for projects in private sector.
Table 5: Suggested potential solutions to eliminate roadblocks for EPC projects in Croatia – EPC
beneficiaries

Roadblock
Lack of trained and well
versed personnel
Lack of (international)
standards and verified
assessment tools
High transaction costs
Lack of guarantees
Lack of clear regulatory and
contractual rules

Potential solution
Introduction of internationally (EU) verified and approved training
programs (preferably EU supported)
Introduction of verified and operationally proved evaluation tools
Improvements of legal and regulatory framework and introduction of
guarantee based schemes
Top – up alternative investment funds and schemes providing risk
mitigation products (preferably EU/government supported)
Standardization of rules and procedures and introduction of publicly
supported pilot projects

Croatian financial market, in general, can be considered as stable but conservative and risk averse in
terms of alternative investments and financial products. At the moment, EPC market, from financing
point of view, can be considered as non-existent. But, financial institutions have shifted their interest,
due to stagnation in core business divisions, to alternative (EU/national policy supported) investments.
However, due to un(der)developed legal framework and lack of guarantees EPC based projects, as one
of alternative investment streams, are, still, perceived as lucrative but risky opportunity. Financial
institutions are very much interested in entering EPC market, as one of perceived future markets, but
under the assumption of introduction tangible risk mitigation tools and higher standardization at
international level. These would bring transaction costs down and compensate the risk prevailing at the
moment.

D2.2 National EPC Market Insight Report - Croatia

03/02/2016

