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Publicly owned company

Different position from other newly established
ESCO companies:

« Positive: experience (17 years), know-how,
certified experts, trust, possibility to manage big
projects of any type, financing should not be @
problem, contact to customers;

« Negative: complicated procedures for project
permission, part of big and slow system, higher
costs, complicated public procurement
procedures what is not suitable for private
clients and preparation for tenders
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Opportunities:

« Responsibility of HEP as utility company towards
customers to offer energy services (ESCO
project for big consumers, advisory services for
citizens) — transition toward new business model
,energy as a service”

« Obligations and responsibility of HEP tfowards
energy efficiency directives (1,5% savings) —
Article 7 EE Directive

» Closer cooperation with sister companies HEP
Opskrba, HEP Toplinarstvo, HEP Plin, HEP Elektra
dealing with supply of electricity, heat and gas
— ,,one stop shop”
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Consulting services — technical assistance:
* Preliminary investment studies

» Detailed investment studies
* Project management

ESCO projects - investments:

« Energy efficiency measures
« Renewable energy sources
* Energy optimization

Energy management services:

* In cooperation with facility managers (ESCO
monitor, HEP smart applications

Training and education
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ESCO - Energy Service Company and is the generic
name of the concept in the energy services market
- the development, implementation and financing
of projects with the aim of improving energy
efficiency and reducing operating and
mainfenance costs.

The goal - to reduce energy costs and
maintenance by instaling new more efficient
equipment and optfimizing energy systems, thus
ensuring the return on investment through savings
over a period of several years depending on the
client and the project — ensuring the same or beiter
comfort/service.
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ESCO model - scheme of the

contract
=~

THIRD

FUNDING > %

Pays a total leasing
(the amount of the regular energy bl E.S.Co.
less a fixed discount to be agreed at
CUSTOMER the time of signature of the contract)

Usually
longer
than the
average
(up to 20

years)

Technical Financial
risk risk

- Manages the infrastructure and
customer services

- Can undertake renovations of
the infrastructure

SAVINGS - Pays the energy bill of the

customer to the energy supplier

Source: http://certus-project.eu/
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Investments vs. Savings in ESCO projects

Investments:

1. equipment
2. installation
3. Project design
4. ESCO service
o engineering (working hours)
o Risk insurance
o  profit
5. Cost of financing
6. Monitoring (for EPC contracts)
7. Measurement and verification (for EPC contracts)

Savings:
1. Energy savings (electricity, heat, gas,...)

2.  Water savings
3. Maintenance savings
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Energy service companies (ESCOs) market for
residential buildings is much less developed than
INn other sectors (e.g. the industry or public/service

sectors).

Energy policy experts and researchers - generally
bit sceptic about the possibility of a real and
significant development in the near future (low

level of energy prices, lack of information and
awareness, lack of appropriate forms of finance).
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The high transaction costs for ESCOs relative to the small
amount of energy costs and thus potential cost savings per
single EES supplied.

Too long pay-back period for total energy renovation (15-
20 years)

The so-called landlord/tenant dilemma, where the tenant
has an interest to achieve energy savings through EEl
actions, while the landlord typically receives no benefits
from these investments.

High risks for ESCO for investment returns
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Difficulty for residential customers to understand the ESCO
model and the EPC financing and contract and lack of

information on the availability of ESCO services.

Decision making processes existing in multi-apartment
buildings (which usuadlly represent the most interesting
investments for ESCOs) — only the general assembly of
apartment owners can take decisions about building
investments including possible EES implementation.

Energy consumption in the residential sector is much more
correlated to individual needs and behaviours than in other
sectors - difficult to define a consumption baseline and
induces high risks when setting energy saving guarantees.
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The lack of credibility of ESCOs also partially due to an
often lacking legal framework for the accreditation of

ESCOs — some bad experiences because poor quality
services.

The fear to become too much dependent on the ESCO,
especially if the contract also includes the supply of
energy.

The economic/pandemics crisis and related economic
and political uncertainties.

The lack or difficult accessibility to financial solutions
dedicated to energy efficiency in commercial banks,

- ONd the scarce public subsidies or incentives for EEI. L
s, 0go
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Energy companies (very often heo’ringSOC'S?IWATT
companies in competition with gas companies)
offer EES mainly addressing EEl actions
concerning space and water heating In

combination with bank services.

Energy saving obligation for energy companies —
stimulates utilities to supply EES to their household
category customers — good practice of scheme
in Ireland (2014 — 2016):

Non-residential Residential Energy Poverty
Buyout Price 6.0 c/kWh 20.4 c/kWh 88.0 c/kWh
Penalty Price 7.5 c/kWh 25.5 c/kWh 110 ¢c/kWh
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ESCO model

Performance evaluation

* Efficiency and GHG
eva luation

* Further developmernt

* Documentation

Market Operations

* Segmematon
* Prospecting

Efficiency and
environmental analysis

* Identify site potential
o Advisory services

* Profit spilt
calculaions
Operation and Utility added
* Energy production,
* SCADA and storage and
¢ Sitetuning E S C O regensration
* Maintenance * Swing optimization

Metering and biling

* Demand sideresponse
* Energycarrier

switching
Installation Contracting, Profitability analysis
* Project management procurement
* Documentation * Profitabiity modes
* Maintenance plan * Framework * Site profitabifty
* Break-in agreements * Risk anaysis
* Customer contracts * Finandng structure
* GHG abatement

Services to be offered by Energy Service Companies

Source: www.researchgate.net
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GENERAL INFORMATION

: E

- Source: http://certus-project.eu/




