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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.

2
D2.2 - Overview EPC Market Insight Report

03/02/2016

TABLE OF CONTENTS
PROJECT SUMMARY

2

EXECUTIVE SUMMARY

4

EPC MARKET POTENTIAL AND SUPPLY SIDE
EPC DEMAND SIDE
EPC FINANCING SIDE

4
5
5

MARKET OVERVIEW

6

ENERGY CONSUMPTION IN THE TERTIARY SECTOR
EPC MARKET AND ENERGY SAVINGS POTENTIAL

6
7

EPC MARKET – SUPPLY SIDE

9

EPC MARKET OFFER FOR THE TERTIARY SECTOR
SUGGESTED POTENTIAL SOLUTIONS TO ELIMINATE ROADBLOCKS

9
10

EPC MARKET - DEMAND SIDE

13

EPC PERCEPTION IN THE TERTIARY SECTOR
ACCEPTABILITY OF EPC PROJECTS

13
14

EPC MARKET - FINANCING SIDE

16

EPC PERCEPTION
ACCEPTABILITY TO FINANCE EPC PROJECTS

16
17

ANNEX

19

EPC MARKET POTENTIAL ESTIMATION METHODOLOGY

19

3
D2.2 - Overview EPC Market Insight Report

03/02/2016

EXECUTIVE SUMMARY
On 25 October 2012 the European Parliament approved the Directive 2012/27/EU, with the objective of
creating a new common framework for the promotion of energy efficiency within the EU. The main
specific action established was the 20% reduction of overall energy consumption. However, at present,
there is insufficient public and private investment in energy efficiency.
The objective of this report is to provide an overview of the insight on the current Energy Performance
Contracts (EPC) market in the tertiary sectors of Croatia, France, Greece, Italy, Portugal and Spain.
EPC projects are instrumental in achieving 2020 objectives and therefore need to be promoted,
particularly in the private sector. Over 180 interviews were carried out with the tertiary sector
representatives, EPC providers or facilitators and financial institutions in order to understand the market
perspective of all stakeholders.

EPC Market Potential and Supply Side
The analysis presented in this report shows that large buildings such as hospitals, offices, hotels and
shopping centres are of great interest for EPC providers. In more detail, retail and offices, as the
segments of the private tertiary sector, have been identified to have the highest market potential. More
specifically, in Croatia and Spain, retail is most lucrative segment, and offices in France. In Greece
hotels, offices and retail are of equal interest. In Portugal and Italy, offices and retail are equally
lucrative segments with the highest market potential. Identified market segments refer only to the
privately owned tertiary sector, excluding the public sector.
When talking about tertiary market segments that represent realistic and expected targets in the time
period until 2020, hospitality can be viewed as the most appealing one (particularly in Greece, Portugal
and Italy, and in some smaller degree in Spain, France and Greece). Office buildings represent realistic
targets in Croatia and France. Large privately owned hospitals have been also identified as an
important market possibility in Portugal, Spain and Greece.
Table 1: EPC market potential in private tertiary sector in analysed countries

Country

Expected EPC market
until 2020, million EUR1

EPC market potential,
million EUR2

Croatia

40 – 80

600

France

750 – 1 000

19 600

Greece

400 – 600

1 600

Italy

2 600

9 300

Portugal

630

1 600

Spain

1 600

9 800

EPC projects usually have a duration between 3 and 8 years, with the value between 100 000 EUR and
1 000 000 EUR. The industrial sector is seen as the most lucrative market segment. In most cases, the
tertiary sector is seen as a possible segment for expansion, and not the most lucrative one.

1

National Trust EPC market analysis, see respective national reports.

2

Calculated according to energy consumption, average savings and energy prices methodology. See the
methodology outlined in the Annex on page 19.
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In general, the EPC market has not developed to its full potential in all the analysed countries, showing
a significant degree of development in the larger countries (France, Italy and Spain) or an early stage of
development in the smaller ones (Croatia, Greece and Portugal).

EPC Demand Side
For most potential clients heating and cooling are relevant energy usages. Electricity and natural gas
represent the two main consumption sources. Interviews showed that some of these companies have
heard of ESCO and EPC concepts before, and that almost none of them have actually been involved in
one or did not know the details. In terms of energy efficiency (EE) and renewable energy sources
(RES), all of the interviewees claim that energy was an important matter for the company. Small
companies were willing to engage in EE/RES measures but were usually constrained by limited
investment capacities and are not that appealing to EPC providers due to relatively high transaction
costs. Medium and large companies have invested in EE/RES measures when economically motivated
and have implemented the measures themselves. Potential clients who are interesting for EPC
providers (large companies with large energy consumption and low risk) often implement energy
efficiency measures themselves.
The lack of knowledge of EPC projects, which are rarely offered to SMEs even when these are
interested in investing in EE and RES, leads to a lack of trust and a disinterest for this type of solution.
Also, lack of EPC examples is considered to be a roadblock that increases the lack of trust towards
EPC providers and keep potential clients cautious.

EPC Financing Side
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. One of the common conclusions
obtained from this research was the knowledge and perception of EE and RES projects: all interviewees
knew the business model specifics and considered these projects as either low risk or with as much risk
as any other. This could be interpreted as a positive point for EPC, as these are in general EE or RES
projects; however, when talking specifically about EPC, none of the small organizations interviewed had
developed projects and some large institutions considered these as high risk or not suitable for their
institution. Only small portion of institutions (mainly institutional investors) considered EPC projects as
risky as any other investment project.
The credit worthiness is the most relevant aspect evaluated before offering any finance solution; this is
closely followed by technical aspects and financial performance. The investments are considered
interesting if they exceed the minimum threshold defined by each institution (scaling from 100 000 EUR
to >20 million EUR), and the main fields considered with high potential are Private retail, Hospitals and
Industry. The possibility of financing several small projects is accepted only under some conditions: the
base condition is that the EPC provider is unique for all the interventions, in some cases it is even a
request that the EPC provider and the customer as well are unique. This condition is existent but quite
rare, so we cannot consider this as a real confidence in the project bundling.
In conclusion, there is a large market potential that can be exploited, if concerns and barriers mentioned
by market stakeholders (EPC providers, potential clients and financial institutions) are addressed and
solved. The goal is for the EPC projects to become a standard practice in the market. This report should
be considered as the underlying basis for setting up the Trust EPC South project’s work against the
specific market needs.
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MARKET OVERVIEW
Energy consumption in the tertiary sector
In 2013 the total energy consumption of the tertiary sector represented between 11 and 15% of final
energy consumption in six analysed south European EU member states countries. The highest share
was reported in France and lowest in Spain. At aggregated cumulative level this consumption is
equivalent to 563 TWh of yearly final energy consumption. France and Italy represent more than 70% of
the aggregated cumulative energy consumption of analysed countries. In all the analysed countries,
consumption has been gradually decreasing in last few years (period from 2010 till 2013).
Figure 1: Share of tertiary sector energy consumption in overall final energy consumption per analysed
country and share per country at aggregated cumulative level of energy consumption in tertiary sector

Electricity and natural gas are mostly used energy forms and represent 86% of overall energy needs in
the tertiary sector of the analysed countries. Electricity is used for cooling, heating and DHW production
in coastal regions, lighting, cooking and equipment.
Figure 2: Shares of dominantly used energy forms in tertiary sector overall and per country

Natural gas is dominantly used for heating. In lesser percentage it is used for cooking and DHW
production. Gas oil, derived heat and other energy sources represent less than 14% of overall energy
needs of the tertiary sector.
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Table 2: Energy consumption for each segment of the tertiary sector in analysed countries3, in TWh

Segment/
Country

Offices

Retail

Hospitality

Other

Total

Croatia

0,64

3,89

1,12

2,63

8,28

France

57,10

52,10

24,90

92,00

226,10

4,00

7,83

22,11

Greece

10,28

Italy

36,60

41,60

20,60

85,20

184,00

Portugal

6,40

6,93

3,09

7,92

24,35

Spain

20,00

30,90

11,40

35,40

97,70

In all the analysed countries three segments of the tertiary sector have been pointed out as dominant –
offices, retail and hospitality. Other segments are country specific and in majority represent energy
consumption in public sector. In Greece, energy consumption of offices and retail is shown together as
available statistical data cannot be separated.
Figure 3: Shares of energy consumption per segment
in total final consumption of the tertiary sector in analysed countries

EPC market and energy savings potential
The energy saving and investment potentials for energy efficiency and renewable energy sources in
private tertiary sector till 2020 have been estimated taking into account country specifics, available
action plans and strategic documents. In some cases (France and Spain) estimated investments are not
available due to lack of any data. The expected EPC market is lower than the overall investment
potential, in some cases these are estimated due to lack of relevant research. Expected EPC market
represents realistic investment potential for EPC providers till 2020.
The EPC market potential has been estimated according to a simplified estimation methodology4
developed by Creara, taking into account the energy consumption of the private tertiary sector,

3

Source: Trust EPC South national analysis, see national reports for details.

4

See the methodology outlined in the Annex on page 19.
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estimated savings and energy prices. In general, the expected EPC market is 4 to 8 times lower than
the overall theoretical EPC market potential.
Retail and offices, as the segments of the private tertiary sector, have been identified to have highest
market potential. More specifically, in Croatia and Spain retail is most lucrative segment, offices in
France. In Greece, hotels, offices and retail in Greece are of equal interest. In Portugal and Italy, offices
and retail are equally lucrative segments with the highest market potential. Identified market segments
refer only to the privately owned tertiary sector excluding public sector.
When talking about tertiary market segments that represent realistic and expected targets in the time
period till 2020 hospitality can be viewed as most appealing (particularly in Greece, Portugal and Italy,
and in some smaller degree in Spain and France). Office buildings represent realistic targets in Croatia
and France. Large privately owned hospitals have been identified as a concrete market possibility in
Portugal, Spain and Greece.
Table 3: Energy saving potential, estimated investments and EPC market potential
in private tertiary sector in analysed countries

5

Country

Potential for
energy savings by
2020, TWh5

Estimated EE
investment costs by
2020, million EUR5

Expected EPC
market by 2020,
million EUR5

EPC market
potential, million
EUR6

Croatia

<1

420

40 – 80

600

France

60

N/A

750 – 1 000

19 600

Greece

1,5 - 6

2 100 - 3 200

400 – 600

1 600

Italy

17

17 700

2 600

9 300

Portugal

4

N/A

630

1 600

Spain

22

N/A

1 600

9 800

National Trust EPC market analysis, see respective national reports.

6

Estimated according to energy consumption, average savings and energy prices. See the methodology outlined
in the Annex on page 19.
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EPC MARKET – SUPPLY SIDE
EPC market offer for the tertiary sector
The supply side of the EPC market in the 6 analysed countries has been assessed through in-depth
interviews with EPC providers, EPC facilitators and energy services companies. The purpose was to
identify the current state of the market, the most lucrative sectors and segments from the EPC
provider’s point of view and, most importantly, roadblocks encountered with potential solutions. A total
of 82 interviews have been carried out, and these have covered companies that have implemented EPC
projects, in some cases ESCO projects, or facilitated the process.
EPC projects usually have a duration between 3 and 8 years with the industrial sector seen as the most
lucrative sector. In most cases, the tertiary sector is seen as a possible segment for expansion, and not
the most lucrative one. Companies usually have 5 to 20 employees with additional external experts
when and if needed. On the other hand, there are large companies operating on the market (Siemens,
Schneider Electric, etc.) with the large overall share and more than 100 employees.
Table 4: General information on EPC market offer in analysed countries

Country

Registered
EE
providers

Active EPC
providers7

Croatia

10

France

Typical project
Average
Value, EUR

Predominantly used technologies

Duration,
years

4

500 000

Efficient lighting, HVAC
refurbishment, RES and
replacement of boilers

around 7

No existing
register

10

100 000

EMS/organisation, efficient lighting
and HVAC systems

under 5

Greece

39

Less than 10

250 000

RES, efficient lighting, Energy
Management Systems and roof
insulation

4 to 5

Italy

150

Less than 20

500 000

Replacement of boilers, CHP
systems, and efficient lighting

over 8

Portugal 100

4

250 000

RES, efficient lighting

over 15

Spain

Less than 20

240 000

Efficient lighting, HVAC
refurbishment, RES, monitoring and
control

6 to 7

1 134

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 standardized verification tool, trusted by all market stakeholders. At the same time

7

Trust EPC national partner’s analysis, as official statistics on active EPC providers do not exist
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they are reluctant to use non-proven ore semi-proven tools for their calculations, stressing the lack of
trust as the main issue.
In general, the EPC market has not developed to its full potential in all the analysed countries, showing
a significant degree of development in the larger countries (France, Italy and Spain) or an early stage of
development in the smaller ones (Croatia, Greece and Portugal).
Some country specifics can be drawn from available data:









Croatia - 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.
France - EPC projects are mainly in the hand of large providers (Siemens, Schneider Electric,
etc.).
Greece - the most common method for financing is self-financing. The opportunity of reaching
public subsidies or other investment incentives and the availability of funding is a critical factor
for decision making. RES applications (PV, heat pumps, DHW) EMS and roof insulation are the
most commonly used measures. 39 companies are registered in the official ESCO registry
(registrations is not mandatory) but no more than 10 companies have fulfilled an EPC contract.
The typical project duration is 4 to 8 years.
Italy - one fourth of the EPC providers work mainly in the industrial sector, one fourth in the civil
sector (residential and tertiary) and half in both sectors. It is interesting to note that the average
turnover is more than 20 M EUR for companies operating in the industrial sector, while it is less
than 8 M EUR for companies operating in the civil sector.
Portugal - 100 companies registered in the official database but no more than 10 companies are
EPC facilitator and 3 to 4 are EPC providers. Typical project duration is above 15 years which
points out that majority of contracts is linked to RES.
Spain - as in France, the main players were big companies that, with their large revenues, have
enough finance capabilities to avoid third parties when developing projects.

Suggested potential solutions to eliminate roadblocks
Within the survey, EPC providers have pointed out different roadblocks that have negative effect on
EPC market development, and several ideas for eliminating roadblocks in private sector have been
discussed.
Table 5: Suggested potential solutions to eliminate roadblocks for EPC projects – EPC companies

Roadblock

National
occurrence

Lack of
knowledge
and trust in
EPC

HR
FR
GR
IT
PT
ES

Description and potential solution
Most of the barriers for the development of the market potential are all
somehow related to lack of trust. The longevity of contracts would not
be an issue if customers had confidence on the results of the project.
The same happens with the common belief of being 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 mentioned as a potential
solution.
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Roadblock
Scarce
availability of
financing and
high interest
rates

National
occurrence
HR
FR
GR
IT
PT

Unmitigated
client risk

ES
HR
IT

Complexity
and cost of
EPC
contracts

FR
PT
GR

Description and potential solution
EPC providers see this as one of the major roadblocks. The level of
risk is determined for the EPC providers and client separately by the
banks. Financing is not project based and banks tend to require
additional safeguard conditions such as mortgages. Because of the
country risk and perceived client risk interest rates are high, prolonging
the needed contract duration.
The solutions mentioned by stakeholders include guarantee funds to
stimulate project financing, independent technical and economical
agencies trusted by the banks and clients to reduce the calculated risk
and clearer legislation or instructions from the government to provide
easier administration. Also, funding of EE investments could be
included as a priority to the structural funds. Moreover, EPC providers
could form consortia in order to achieve higher credibility through
higher financial strength. Alternative funding solutions or specialized
financing options (products) could be one of the solution.
EPC projects do not have safeguard conditions if clients go bankrupt,
therefore EPC providers have put in place a detailed screening
process of potential clients.
Provided solutions by the EPC providers was finding new clients. This
roadblock can be solved with overall economic recovery and guarantee
funds.
EPC contracts have fixed engineering costs that can in overall project
cost represent significant amount, especially in smaller projects.
Complexity of the contract is the same when talking about small and
large contracts.
Simplifying process, performances guaranteed through insurances,
focus on projects with high potential savings to compensate for the
costs are mentioned solutions.

Inadequate
legal /
regulatory
framework or
regulatory
instability

GR

Lack of
flagship
examples

ES

PT
ES

GR

To uptake energy efficiency and RES investments subsidies have
been introduces with defined regulatory framework. In some countries
the lack of subsidies is detected.
The need for clear rules and stable regulatory framework has been
detected, mainly clear rules on how an EPC project can be applied for
public co-financing. The EPC providers’ registry could be mandatory
with appropriate certification/ validation procedures. Tax incentives
should be supplied to companies / entities adopting EPC approach.
Demonstration of a model that works is crucial to convince the
customer to proceed with such an investment. The public sector could
lead providing flagship examples.
Existing good examples and successful financing models in national or
markets should be presented / demonstrate.
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Roadblock
Evaluation
and
measurement
of savings

National
occurrence
IT
ES

Description and potential solution
EPC providers tend to use various engineering tools to calculate
technical and economic aspects of the project with different
approaches to measure achieved savings. This can have the negative
effect on potential clients and financial institutions.
This could be overcome with the utilization of a standardized tool that
is easy to understand and manage for the general public. The
adaptation of the Green Rating™ methodology to the tertiary sector
could provide the solution of this issue.

Potential
clients
believe that
they can
implement
energy
measures
themselves

HR

Dependency
of EPC
performance
on user
behaviour

FR

Low energy
prices

HR

ES

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.
User behaviour can significantly affect the energy consumption and
performance. To correctly adjust to behaviour changes monitoring has
to be implemented increasing overall costs.
Works best in large groups where energy consumption can more easily
be monitored (centralized system). Methodologies and tools for
monitoring and follow-up are needed, in addition with high level of
expertise in projecting actual gains, and corrective measures if
needed. This is only possible for large projects and stakeholders.
In some of the analysed countries low energy prices significantly affect
the profitability of possible EPC projects.
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. Within this approach smaller project are not
interesting and are left for potential clients to invest themselves. A
solution that has been mentioned by some companies is additional
taxation of energy to increase unit prices.
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EPC MARKET - DEMAND SIDE
EPC perception in the tertiary sector
The demand side of the EPC market in the 6 analysed countries has been assessed through in-depth
interviews with potential EPC clients or final users, i.e. tertiary sector stakeholders. The purpose was to
identify their potential interest in sustainable energy efficiency solutions and the roadblocks for such
investments. A total of 56 interviews have been carried out, and these have covered companies whose
business activity covers hospitality, retail, health organisations, educational services, sports facilities
and real estate.
The results of the undertaken analysis indicate that common sources of energy consumption in almost
the entire sample are HVC (heating, cooling and ventilation), lighting, hot water and equipment. For
most stakeholders heating and cooling are relevant energy usages. Electricity and natural gas represent
the two main consumption sources. Interviews showed that some of these companies have heard for
ESCO and EPC concepts 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 a standard practice in the interviewed companies but some elements have
been implemented especially in large companies.
Regarding the indicators currently used in the Green Rating™ assessment methodology, all 6 of them
have been judged relevant by the interviewees. Energy came usually first, followed by water and waste.
With regards to the main roadblocks perceived in current EPC market, the analysis indicates the
following:








Energy efficiency and renewable energy do not represent a priority for majority of SME’s,
especially with all the uncertainties linked to the economic crisis.
Potential clients who are interesting for EPC providers (large companies with large energy
consumption and low risk) implement energy efficiency measures themselves. Small companies
that are in general more interested in EPC projects than large corporates, but these are not that
appealing to EPC providers due to relatively high transaction costs.
The lack of knowledge of EPC projects, which are rarely offered to SME’s even when these are
interested in investing in EE and RES. This leads to a lack of trust and a disinterest for this type
of solution. Also, lack of EPC examples is considered to be a roadblock that increases the lack
of trust towards EPC providers and keep potential clients cautious.
Difficulty of financing is considered a roadblock mostly in large scale projects, where client has
to participate in the financing i.e. co-funded projects.
Clients lack trust in EPC project providers considering them companies that want to apply their
solutions in order to promote their interests above their clients.
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Acceptability of EPC projects
Furthermore, interviewees pointed out their view of potential solutions to main roadblocks as perceived
in current EPC market.
Table 6: Suggested potential solutions to eliminate roadblocks for EPC projects in analysed countries –
potential clients

Roadblock

Lack of
knowledge and
trust

National
occurrence
HR
FR
IT
PT
ES

Potential solution

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. Complexity of contractual obligations and duration of
overall procedures in close of the deal are considered as a
roadblock by potential clients.
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.

Lack of trust
towards EPC
providers

FR
GR
IT
ES

Final user
bankability

HR

Lack of EPC
project examples

GR

Difficulty in
financing

GR

Evaluation and
measurement of
savings

ES

Legal barriers /
lack of legal
framework

GR

FR

PT

PT

PT

PT

The solution can be found by on site visit of projects already done.
Information and training on the EPC procedures may also improve
the perception of them towards the providers. A commonly accepted
protocol for measurement of the energy savings would also be
helpful.
Some companies have stated that a guarantee fond would be
useful or that financing is project based with looser final user risk
evaluation.
The solution lies in elimination of financial and legal barriers in order
to increase adoption of EPC method from the client side. More
money and information must be provided towards that direction.
In order to overcome this barrier, the financing sector has to provide
loans with favourable conditions and safeguards.
The savings are evaluated only at certain periods established by
contract and the customer does not know the measure success until
this point.
The current legal and regulatory framework is inadequate and full of
uncertainties. Public sector is the key to unlock the EPC projects
through applications on public buildings and creating forecasting
mechanisms of evaluation such projects i.e. engineers must be
trained on that kind of evaluation. Moreover tax incentives should be
supplied to any companies or organisations adopting EPC projects.
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Roadblock

National
occurrence

Potential solution

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

HR

Low energy
prices

HR

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

Market
insecurity

HR

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.

Lack of
standardization
practices /
certification

GR

Standardization practices and certification protocols should be
created and adopted by all companies involved in the EPC market.
The existence of a protocol nationally or even better European
recognised would eliminate the lack of trust; so the evaluation of
EPC projects would be done under a safe and standardized
environment.

Different
information and
solutions from
different
providers

GR

The solution to this roadblock could be found through discussion
between all parties involved, in order to find the optimum solution.
Moreover an EPC provider must be able to offer more than one
solutions to the client and not just the one that it is suitable or
beneficial for him.

High investment
cost

GR

As mentioned before that roadblock is mainly related with the mixed
funded EPCs. The solution lies on the financing sector to release
funds for EPC applications and to support providers so that they can
afford implementing projects without the contribution of the clients’
side.

FR

Companies that rent buildings are not interested in EPC solutions
even if they are paying for the energy costs (not included in rent).
These companies have stated that building owner has to be
encouraged or compelled by governmental policy to implement
EE/RES measures.

It can be seen that several the barriers are related to the lack of trust in the EPC business model. The
thought of having the capability of developing EE measure the same way a specialist, like EPC
providers, is unrealistic and created by the same lack of confidence towards EPC providers.
To improve this situation, specific training must be performed in the tertiary sector. In this way potential
customers will see the benefits of working with a more experienced counterpart as EPC providers an
EPC facilitators. Furthermore, the development of successful pilot projects will heal to demonstrate the
profitability and replicability of EPC investments.
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EPC MARKET - FINANCING SIDE
EPC perception
With the aim of closing a triangle (supply, demand and financing of EPC) which builds up a snapshot of
the current EPC market in the six countries in question, 41 financial institutions ranging from large
commercial banks, institutional investors, private equity funds, development financial institutions,
crowdfunding investors and ethical-based investors have been interviewed.
As an introduction, it is worth mentioning that, almost unanimously, in all six countries process of
communication with financial institutions was time consuming and difficult due to very stringent
disclosure policy of financial institutions. Namely, almost all financial institutions in questions had to
undergone complex procedures of internal approvals just to confirm their participation in interviews, and
after that questionnaires had to be additionally approved.
Figure 4: Familiarity with and perception of the EPC concept according to results of the interviews with
the financial institutions

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. One of the common conclusions
obtained from this research was the knowledge and perception of EE and RES projects: all interviewees
knew the business model specifics and considered these projects as either low risk or with as much risk
as any other. This could be interpreted as a positive point for EPC, as these are in general EE or RES
projects; however, when talking specifically about EPC, none of the small organizations interviewed had
developed projects and some large institutions considered these as high risk or not suitable for their
institution. Only small portion of institutions (mainly institutional investors) considered EPC projects as
risky as any other investment project.
When deciding about the financing or the investment into a project the following conclusions were
made:




The credit worthiness is the most relevant aspect evaluated before offering any finance solution;
this is closely followed by technical aspects and financial performance
The investments are considered interesting if they exceed the minimum threshold defined by
each institution (scaling from 100 000 EUR to >20 million EUR), and the main fields considered
with high potential are Private retail, Hospitals and Industry.
The possibility of financing several small project is accepted only under some conditions: the
base condition is that the EPC provider is unique for all the interventions, in some cases it is
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even a request that the EPC provider and the customer as well are unique. This condition is
existent but quite rare, so we cannot consider this as a real confidence in the project bundling.
Additionally:





All interviewees considered the time needed to approve this type of project to be the same as
any other project (average between 1 and 6 months).
None of the organizations use specialized tools to evaluate projects and rather evaluate each
project individually and considered that the Green Rating™ or standardized tool could be
helpful.
Most of the organizations interviewed assess to have specialised investment products for these
type of projects, but they are mainly customised.
Most of them considered that a training for the financial institutions regarding these type of
projects would be welcome if it would face technical and operational issues.

The results indicate that there are several barriers, which need to be overcome to correctly develop the
EPC business model making it more bankable and financeable:





Lack of specialized personnel for the evaluation of projects.
Lack of standardized solutions that help reduce project approval times and ease the analysis.
High relevance of credit worthiness of the company that will receive financing.
Underdeveloped market in the countries in question.

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 7: Suggested potential solutions to eliminate roadblocks for EPC projects in analysed countries –
financial institutions

Roadblock
Lack of trained and
well versed personnel

National
occurrence
HR
FR

Potential solution
Introduction of internationally (EU) verified and approved
training programs (preferably EU supported)

PT
ES
GR
Lack of (international)
standards and verified
assessment tools

HR
IT
ES

Introduction of verified and operationally proved evaluation
tools. possibly accredited at EU level, to be beneficial in the
project risk assessment processes associated with EPC
projects

PT
High transaction costs

HR
FR

Improvements of legal and regulatory framework and
introduction of guarantee based schemes

IT
ES
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Roadblock
Lack of guarantees

National
occurrence
HR
FR

Potential solution
Top – up alternative investment funds and schemes
providing risk mitigation products (preferably EU/government
supported)

GR
IT
PT
Lack
of
clear
contractual rules

HR
GR

Standardization of rules and procedures and introduction of
publicly supported pilot projects

IT
PT
ES

It is obvious that financial institutions in all six countries have shifted their interest, due to stagnation in
core business divisions, to alternative (supported by EU and national policy) investments. However, due
to an un(der)developed legal framework and the 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.
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ANNEX
EPC Market Potential Estimation Methodology
To estimate The EPC market potential in the 6 countries, an analytical model was developed making
the following assumptions:
1. Every facility of the private tertiary sector implements energy efficiency measures.
2. Each project is developed with an EPC provider that signs a contract that will last 6 years
(average contract duration).
3. Each sector applies energy efficiency measures from which following savings are obtained (to
remain conservative minimum savings are used):







Retail: energy efficiency measures on lighting, heating and cooling and refrigeration
(where needed) that offer a combined saving of approximately 19%-40%8 of total energy
consumption;
Hospitality: energy efficiency measures on lighting, heating and cooling, equipment,
domestic hot water, refrigeration and kitchen appliances, that offer a combined saving of
approximately 20% - 40%8 of total energy consumption;
Offices: energy efficiency measures on lighting, heating and cooling and equipment, that
offer a combined saving of approximately 20% - 55%8 of total energy consumption;
Health: energy efficiency measures on lighting, heating and cooling, domestic hot water
and equipment, that offer a combined saving of approximately 18% - 40%8 of total energy
consumption.
Education: energy efficiency measures on lighting, heating and cooling, domestic hot
water and equipment, that offer a combined saving of approximately 20% - 60%8 of total
energy consumption;
Others: energy efficiency measures of lighting, heating and cooling and equipment that
offer a combined saving of approximately 20% - 30%8 of total energy consumption.

Albeit it is being considered that every facility of the tertiary sector applies energy efficiency measures,
this analytical model is conservative from the point of view of the savings obtained from the measures
being applied. The purpose of this exercise is to estimate the full potential that can be obtained if every
facility develops EPC projects that offer average savings for the tertiary sector.

8

The applied % varies from country to country, depending on building stock conditions.
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