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, determine how to overcome the well documented challenges to obtaining long-
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Setting the Scene:

The Need for EE Investments
iIn EU Buildings, Industry & SMEs
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Energy Efficiency is Europe’s First Fuel Energy Efficiency

Financial Institutions Group

Energy Efficiency Investments

Additional value

Direct . Significant
— energy private owners Public
IS OFENEMOSE COSE returns D Benefits
effective ways to enhance the - operators

security of its energy supply v

One of the most cost Increased employment

effective ways decrease the
emissions of greenhouse Lower emissions

gases and other pollutants

Increased energy security

Energy Efficiency 4 reduced depend
: and reduced dependence
has been described EE investment is the most cost on foreign irr?ports
as the EU’s Iargest effective manner to reduce the , -
EU’s reliance, and expenditure, Improvements to a
energy resource on energy imports costing country’s fiscal balance )

over €400 billion a year
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Increasing Energy Efficiency Investment QD

is a Strategic Priority Frenclttons G

Global Annual Investment Need (2010-2020, IEA)

2014 Ceres Global:

Projects global annual investment
need (2010-2020) to limit global
temperature rises to a 2°C scenario:
- $300 billion in buildings'
energy systems

- $30 billion in industry

EU needs to invest:

(for 2°C scenario, IEA)

— $1.3 trillion in energy
efficiency in buildings
from 2014-2035

- $154 billion in energy
efficiency in industry
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Lower, but Volatile

Oil & Gas Prices

Opportury

/

Market Participants

Enforce E?('St'ng C_Ereater Use of to turn short term
Regulations Fiscal Tools to... gains into:
Incentivize efficiency Long term value
‘ + ) ‘ + J
Increase s
Resilience

Pollution Costs
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EU Buildings are in Need of Renovation Energy Efficiency

Financial Institutions Group

Buildings 40% share in final energy consumption in EU-286

( -

75% of Standing EU Buildings

Built with no, or minimal, 1990 m 2012
energy-related building codes || r\
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Graph Source: Eurostat
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EEFIG’s Approach

to EU Buildings

@

Energy Efficiency

Financial Institutions Group

High Level

Europe’s Energy
Efficiency and GHG
Targets will not be
reached without
concerted effort from
policy-markers and

. markets participants

EU Buildings
renovation rate and
depth must increase by
2.5x by 2020 to secure

" 2050 targets

Segments

\

Commercial

v

Public

Public-Rental

v

Owner

Private Investments into
EU Buildings must
increase by x5

Occupied

L4 /

Regulatory

Environment
Pragmatic
Predictable
Long-term
Supportive

Behaviour Change
Among sector stakeholders

Facilitated by

Public Funds
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Using Participant Surveys Ql_l)
to Understand Demand Drivers by Segment it

Financial Institutions Group
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— Owner Occupied — == Private Rental
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Ranking #
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Demand Driver (All)
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Demand Drivers for {'b

.. . - E Effici
Energy Efficiency Investments in Buildings Francl etuionsGrop

Strong Regulatory
Framework with Effective
Enforcement of
Regulation

Only Demand Driver truly

“Cross-cutting” across all
Buildings Segments

Strong Drivers of Energy Efficiency Investment Demand:

Public Buildings Cor_nmer_cia_l & Comm_ercial Private _Re_sidential
Public Buildings Buildings Buildings
* Rules guiding public » Awareness of the * Clear business » Transaction Costs /
authority accounting, opportunities at the key case simplicity
procurement and decision maker level o
rep.qrtir)g and * Buildings regulation, building ) ,rt\essulred ) Inquual oumer paymen
facilitation oo gulatory capacity
certification and energy stability
« Technical assistance performance certificates » Awareness,
« Standardization communication and
marketing
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Using Participant Surveys
to Understand Differences of Opinions (FI vs User)

Energy Efficiency

Financial Institutions Group

Owner Occupied (ALL) == = === Owner Occupied (Just Fis)

Commercial (ALL) = == =Commercial (Just Fls)

25

20

5 O 5 O .m.
— — i

#3unjuey

Supply Driver (All)
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Supply Drivers for QD

.. . - E Effici
Energy Efficiency Investments in Buildings Francl etuionsGrop

Top Drivers of the
Regulatory Supply of Energy
Stability Efficiency
Investments

Standardisation +

Strong Drivers of Energy Efficiency Investment Supply:

Commercial &

Residential Buildings Public Buildings

Commercial Buildings

* Reduced transaction » Measurement Reporting * Increased investor
COStS & verification (MRV) confidence
combined with quality

 On-bill repayment
mechanisms

° Tald :
assurance Changes in risk perception

15



Policy and Markets-led Approaches to %

Stimulate Energy Efficiency Investments in Buildings

Policy-led

Approaches

* Optimize Use of EU Structural and
Investment Funds for Energy Efficiency
Investments in Buildings

» Standardization and Improvement of
Buildings Certification and Energy
Performance

 Open Source EU Buildings Energy Database

e Industry and Finance supported National
Buildings Renovation Roadmaps

Energy Efficiency

Financial Institutions Group

Market-led

Approaches

Common Underwriting and Investment
Procedures

More Proactive Engagement and Continuous
Improvement and Usage of Energy Performance
Certificates (EPCs) from Financial Institutions

“Operational” Energy Performance Database
Project Ratings

Linking impact of building energy performance
with investment performance

Life cycle portfolio-wide sustainability
programmes
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EEFIG’'s Assessment of Financial Instruments for QD

Energy Efficiency

Energy EﬁIClenCy |ﬂV€Stmeﬂt In EU BUIldIngS Financial Institutions Grou

EEFIG Participants ldentified
16x EE Financial Instruments

/X “Mature”

Instruments

» Widely used to
fund energy
efficiency
investments
directly or
indirectly

9x “Emerging”
Instruments

» Are newer but
have a varying
potential to
Increase energy
efficiency
investing in EU
buildings

Highlights from EEFIG’s Survey,

Working Group & Discussions

1. Dedicated credit lines have the widest
applicability in all buildings segments

2.Energy Performance Contracting is growing
in commercial and public buildings
3. Risk-sharing facilities are proving very useful

4. EE investing through direct and equity
investments in real estate and infrastructure
IS important

5.Subordinated loans and leasing are
presently “niche” instruments for buildings EE

6. Good potential for on-bill repayment and on-
tax finance (PACE)

7.EE funds and Energy Service Agreements
show good potential only in commercial and
public buildings

P
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EEFIG Recommendations for Buildings Sector Energy Efficiency

To Policy Makers

» Existing Buildings Regulations to be fully implemented,
harmonised and consistently enforced across EU Member
States

* Future Regulatory Pathways for EU Buildings should provide
concerted and consistent regulatory pressure to improve the
EE of buildings

» High quality decisions and low transaction costs can only be
delivered by easily accessible data and standard procedures

* Reporting, accounting and procurement procedures must
facilitate, and not hinder, appropriate energy efficiency
investments in public buildings

* Reach “at-scale” energy efficiency upgrade of residential
buildings by addressing specific investment demand & supply
drivers of this segment plus the engagement and alignment of
retail distribution channels

* To address of EE investment supply and technical assistance
through the smart deployment of ESIFs 2014-2020 and Horizon
2020 into risk sharing mechanisms and project development
assistance, working with partners with an successful track-record

Einancial Inctitutions Groun
Financial Institutions Group

To Market Participants

 Engage key decision makers with a clear business
case that raises their awareness of the multiple
benefits of buildings’ EE refurbishments with evidence

» Make it easy to get the right data to the right
decision makers

* Improve the Processes and Standards for Buildings
Labels, Energy Performance Certificates and Energy
Codes

« Standards should be developed for each element in
the energy efficiency investment process

* Leverage of private sector finance through
appropriate use of ESIFs and Member States funds
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Conclusions &
Recommendations

for the EU Commission
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What are the Most Imminent Challenges to Overcome? e Efcency

Financial Institutions Group

Buildings and Imminent Challenges
Corporate sectors

are very different
Yet...

Driving Demand

Managing Uncertainty

™ — Distribution and Aggregation
EEFIG participants identified

cross-cutting themes

Blending Grants and Loans

Accounting Treatment

which provide a framework to
describe challenges facing energy
efficiency investing in both EU
Buildings and Industry

Horizon Period / Optimal Scope

~N O O b WO DN P

Financial Regulatory Issues J
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EEFIG’'s Recommendations to the EU Commission Energy Efficiency

Buildings

e Ensure effective transposition and local enforcement of EU Directives and
increase Commission’s buildings EE resources

 Regulatory stability for EE investments via coherent, long-term EE
regulatory pathway and internally consistent 2020, 2030 and 2050 targets

e Address need for high quality buildings performance data and standards

e Initiate review and benchmarking process on decision making frameworks for
public buildings to remove accounting, reporting and procurement hurdles
and create standard procurement procedures

» Benchmark and compare the relative successes of retail residential energy
efficiency investment programmes in the Member States

 Ensure Member States adequately identify funding for their National
Buildings Renovation Strategies (Art. 4 of Energy Efficiency Directive).
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EEFIG's Recommendations for Financial Institutions Erietoy EfilcEncy

Financial Institutions Grou

Ensure that new regulatory frameworks for financial institutions
do not prejudice energy efficiency investments

Ensure technical assistance and project development assistance
facilities are compatible and can be easily combined with market-
based and concessional funding

Ensure that public refinancing facilities, like those operated by the
European Central Bank, confirm eligibility for financial
Instruments relating to energy efficiency

P
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This document is a summary of the EEFIG Final Report prepared for the European Commission by the members and participants of the
Energy Efficiency Financial Institutions Group (“EEFIG”) as listed herein and represents a group consensus view. The views and opinions
expressed herein are wholly those of EEFIG reached by consensus at the time of writing. The consensus view does not necessarily reflect, in
its entirety, the individual view of the Commission nor any EEFIG member or participant nor should membership or participation in EEFIG
bind any member or participant to the consensus views described here. EEFIG views and opinions are subject to change without notice.
Neither EEFIG, the Commission, Climate Strategy or any individual member or participant of EEFIG may individually or collectively be held
responsible for any use which may be made of the information contained herein. The examples and case studies described in this document
have been provided by specific participants to EEFIG meetings and are based upon information gathered by these individuals; the
references used to develop these illustrative examples (which are quoted) should always be considered as the most accurate and complete
source of information. EEFIG members and participants note that many are specialists in either buildings or industrial energy efficiency and
have therefore only provided input into the sections relevant to their specialist area.
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