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Module Description 

The module on public buildings covers buildings and facilities owned, managed, or controlled by 

public authorities. Facilities refer to energy-consuming entities that are not buildings, such as 

wastewater treatment plants. 
 

 

Module Objectives 

Mentee 

At the end of this module, mentees can achieve the following  learning objectives: 

ǒ Understand the innovative financing schemes relevant to public buildings 

ǒ Recognise the barriers, incentives, advantages, and disadvantages of the innovative 

financing schemes 

ǒ Examine which sustainable energy and climate action projects can be financed by 

innovative schemes 

ǒ Analyse the success factors and lessons learnt from successful projects financed by 

innovative schemes 

Mentor 

At the end of this module, mentors can achieve the following  learning objectives: 

ǒ Share content knowledge on the topic of innovative financing schemes that are relevant 

under the public buildings module 
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ǒ Share practical experience in implementing sustainable energy and climate action 

projects and support others in overcoming different  barriers 

ǒ Showcase sustainable energy and climate action projects financed by innovative financing 

schemes 

ǒ Learn from other cities and regions about which projects they want to implement and 

which innovative financing schemes they want to apply 

 

Sectoral Challenges 

Public buildings cover about 12% of the area of the EU building stock. With energy efficiency 

investments in public buildings, the benefits are two-fold: (1) energy savings, productivity , and 

value improvements accrue to the owner while generating (2) increased employment, reduced 

emissions, and improvements to the public (Energy Efficiency Financial Institutions Group or 

EEFIG, 2015). 

In a survey conducted by EEFIG (2015), the top ten (10) key drivers affecting demand for energy 

efficiency investments in public buildings are: 

1. Rules on public authority  accounting, procurement, and reporting  

2. Leadership and awareness at key decision ÍÁËÅÒÓȭ level 

3. Standardization 

4. Buildings regulation, certification , and energy performance certificates 

5. Facilitation and technical assistance 

6. Effective enforcement of regulation 

7. Clear business case 

8. Regulation that impacts on timing  and scope of the renovation 

9. Regulatory stability  

10. Measurement, reporting, and verification  (MRV) and quality assurance 
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Typical Projects 

Typical projects under the sector of public buildings, can be drawn from the PROSPECT+ 

Replicable Practices and the following  examples: 

Table 1: Example of projects under public buildings 
 

Action  CO2-saving 

potential  

Estimated  

costs for  the 

municipality  

Cost- 

benefit  

ratio  

Implemen - 

tation time  

frame  

Target  

group  

Key actors  

Energy 

management for  

municipal  

buildings  

Medium 
Savings above 

expenses 
Very high 2-3 years Municipality  

The 

municipality , 

External 

experts 

Energy-saving 

contracting  
High 

Very little to 

none or 

negative cost 

High 

1 year, the 

contract will  

last for 7-20 

years 

Municipality  

Municipality  

and ESCO 

(contractor)  

Improvement of  

municipal indoor  

lighting  

High Medium High 1 month Municipality  

Municipality  

and ESCOs 

specialising 

in lighting 

Energy check for  

municipal  

buildings  

Medium 
1000 euros 

(average per 

building)  

High 1 month Municipality  

The 

municipality , 

Energy 

expert 

Building standards  

in new  

construction of  

municipal  

buildings  

Medium 

About 10-15% 

higher than 

conventional 

buildings 

Medium 1-2 years Municipality  

The 

municipality , 

External 

experts 

Implementation of  

renewable energy  

sources in  

municipal  

buildings  

Medium 
<10 cents 

/kWh 1 
Medium 3 months Municipality  

The 

municipality , 

External 

experts 

Adapted from the SEAP ALPS Project 

 
 

Energy management  for  municipal  buildings  

Energy management for municipal buildings helps municipalities towards the transition  to 

sustainable fuels. It requires four actions to be implemented: 

¶ Energy accounting (a monthly monitoring  of electricity, heat and water consumption) 
¶ Education of caretakers 
¶ Regular adjustments to existing technical facilities such as heating, cooling and ventilation  

systems 
¶ Annual report 

 
 
 

1 Source: Solar Power Europe 2016 

https://h2020prospect.eu/replicable-practices/public-buildings
https://h2020prospect.eu/replicable-practices/public-buildings
http://seap-alps.eu/hp1267/Methodology.htm
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Energy Saving Contracting  

Energy Saving Contracting is a possible solution for municipalities that need sustainable 

financing for public buildings. The energy service company (ESCO) ensures that the action will 

generate energy cost savings sufficient to pay for the project over the term of the contract. 

Improvement  of (municipal)  indoor  lighting  

Indoor lighting can ÈÁÖÅ Á ÓÉÇÎÉÆÉÃÁÎÔ ÉÍÐÁÃÔ ÏÎ ÍÕÎÉÃÉÐÁÌÉÔÉÅÓȭ ÂÕÄÇÅÔs, especially because of 

the daily energy waste. Replacing normal bulbs with LED lighting is an effective solution to both 

reduce energy consumption and costs. 

Energy check for  municipal  buildings  

Energy check helps cities in minimizing  energy waste in public buildings. These controls, carried 

out by external experts, reveal the hidden potential and the pitfalls in the energetic system. 

Combined with proper training for the municipal staff, this solution guarantees energy-saving 

and promotes awareness-raising. 

Building  standards  in  new construction  of municipal  buildings  

Creating and implementing new standards for building energy efficiency can help municipalities 

in their transition towards sustainability. Cities that choose these solutions can also provide 

support to other municipalities, for example through the creation of guidelines and 

recommendations for implementing the new standard. 

Implementation  of renewable  energy  sources in  municipal  buildings  

Municipalities have a great impact on climate change, they can lead and upstream the transition 

toward sustainable pathways. Through their  production of renewable energy, cities can drive 

this paradigm switch and can aim to be both economically and energetically independent. 

 

Good Practices 

The table below presents a summary of the financing schemes and examples of good practices, the 

city or region where the good practice is located, and the source(s) of funds. 

Table 2: Good practices 

 

Financing  

Scheme 

 

City/Region  
 

Good  Practice  
 

Source of funds  

EPC Rotterdam (NL) Rotterdam Green Buildings European Funding Programmes 

(INTERREG NEW) + Own Local budget 

(City of Rotterdam invested EUR 1 

million)  
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Financing  
Scheme 

 

City/Region  
 

Good  Practice  
 

Source of funds  

EPC Greater London 
Authority,  
England and 
Wales (UK) 

RE:FIT, The new Re:fit 4 energy 
performance contracting 
framework has just been 
launched, running for the period 
up to April 2024. 

Project Development Assistance 
(ELENA) EUR 2,884,680 (LDN) EUR 2 
228 227 (Wales) + Own Local budget 
(Greater London Authority  GBP 270 
000 (approx. EUR 307 000)+ Other 
public ÁÕÔÈÏÒÉÔÉÅÓȭ building owners + 
public financial institutions  and funds 
such as Public Works Loan Board, Salix 
or London Energy Efficiency Fund.  

Marche Region 
(IT)  

Marche Project Eu Funds and regional funds 
Public Buildings - Replicable Practices | 
PROSPECT+ (h2020prospect.eu), 
https://h2020prospect.eu/replicable -
practices/public -buildings 

Third Party  
Financing ɀ 
EPC 

Ljubljana (SL) (Energetska Obnova Ljubljane 
(EOL). So far, 48 facilities have 
been renovated. Among them, 25 
buildings were comprehensively 
refurbished in accordance with 
the Regulations on energy 
efficiency in buildings (PURES) 
and the requirements laid down in 
the European Directive on energy 
efficiency of buildings. 

 

Project Development Assistance 
(ELENA) + Own Local budget + Private 
Investments (bank consortium) 

ESCOs PRODESA (GR) PRODESA aims to assist 7 
municipalities in Athens 
Metropolitan Area to begin 
energy efficiency and renewable 
energy projects,using  innovative  
financial  tools  and  attracting  
private investments. 

Public funding + ESCOs + Municipal 
funding + crowdfunding. 
Public Buildings - Replicable Practices | 
PROSPECT+ (h2020prospect.eu), 
https://h2020prospect.eu/replicable -
practices/public -buildings 

Revolving        Funds  Koprivnica (HR) Koprivnica Fund Own Local budget 
(Municipality  + Regional Authorities)  

Province of Liège 
(BE) 

RenoWatt Own Local budget + Private Sector 
Institutions  and Investors + Financial 
Institutions  Instruments (EEEF ɀ 
Technical Assistance EUR) 

https://h2020prospect.eu/replicable-practices/public-buildings
https://h2020prospect.eu/replicable-practices/public-buildings
https://h2020prospect.eu/replicable-practices/public-buildings
https://h2020prospect.eu/replicable-practices/public-buildings
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Funding Sources 

How can public authorities finance sustainable energy and climate action projects? There are 

different options for financing projects ɀ ÆÒÏÍ ÔÈÅ ÃÉÔÙ ÏÒ ÍÕÎÉÃÉÐÁÌÉÔÙȭÓ ÒÅÓÏÕÒÃÅÓ ÔÈÒÏÕÇÈ 

direct budget allocation and via revolving funds to using grants from sub-national or European 

funds and the involvement of energy service companies (ESCOs) for energy performance 

contracting and financing by citizens through crowdfunding. 

Look at the quick reference guide1 for financing opportunities  for local climate and energy 

actions from the Covenant of Mayors. The guide shows who the beneficiaries are, the 

participating  countries, the focus areas, the type of funding, managing structure and 

coordination, and further information.  

 
 
 
  
 

 
1 http://www.covenantofmayors.eu/IMG/pdf/Quick_Reference_Guide_-_Financing_Opportunities_updated2016.pdf 

http://www.covenantofmayors.eu/IMG/pdf/Quick_Reference_Guide_-_Financing_Opportunities_updated2016.pdf
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Table 3: Source of funds for sustainable energy and climate action projects 
 

No. Source of Funds Description 

 
1 

Own Local (City  or  Municipal)  

or  Regional  Budget 

Funds drawn from the budget of local or regional public authorities 

 
2 

National  Funds Subsidies provided by national governmental bodies or funding 

through grants from national programmes 

 
 
 
 
 

 
3 

European  Funds 
Grants and contracts from the European Commission from the Funding and 

Tenders portal. 

Managed at the EU level  Funds that provide technical assistance and project development, 

usually for demonstration/ pilot projects (e.g. European Innovation 

Partnership on Smart Cities and Communities, INTERREG 

Programmes, such as the North-West Europe Programme) 

Managed  at  the  national,  

regional,  or local  levels  

Funding resources and technical assistance, such as the European 

Structural and Investment Funds, which are managed by national, 

regional, or local public authorities in partnership with  the European 

Commission through operational programmes based on strategic 

goals or investment priorities  

 
 

4 

European  Banks These include European Investment Bank, European Fund for 

Strategic Investments, Private Finance for Energy Efficiency, 

European Energy Efficiency Fund, and European Bank for 

Reconstruction and Development 

 
5 

Private  funds  Financing provided by private contractors, utilities,  by institutional  

investors, crowdfunding, and through energy cooperatives 

 

Decision Tree 

The decision tree represents a flow chart of the most appropriate financing mechanisms to 

address specific situations faced by municipalities in financing energy efficiency (EE) projects. 

The scheme is not binding as, in many cases, multiple mechanisms may be combined. 

The first  thing to address is whether the municipali ty has sufficient resources to fund the 

project(s) or not. If the municipality  has sufficient financing for the project(s), it  can allocate part 

of its budget for the project(s); by establishing a budget line item for a project and carrying out 

the mechanism of general budget financing. If the municipality  does not have enough funds, it  

should seek any grants available from donors. If there are available grants, the municipality  

should apply for them. Often these grants do not cover the entire project cost as they represent a 

mechanism of partial  budget financing. It  is often possible that funds may also come from the 

national government; in this case, the municipality will capture a new budget for financing part 

of the project(s). If the fund does not come from the national government, it is possible to look 

for energy efficiency funds; this financing scheme is subject to EE fund eligibility  criteria. 

Besides these funds, commercial banks can also offer dedicated credit lines and/or risk-sharing 

programmes. To take advantage of these opportunities, the municipality must respond for its 

creditworthiness as well as its collateral and borrowing  capacity. 
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Other financing systems can be found in commercial or financial ESCOs; if there are ESCOs in the 

market the municipality should develop favourable EPCs by negotiating them with ESCOs. If the 

ESCO is not an option, leasing or vendor financing programmes can be searched. In such a case, 

when the eligibility criteria are satisfied, similarly to the commercial financing scheme, the 

municipality should negotiate the leasing or the vendor financing agreement. Finally, if the 

municipality  can issue municipal bonds it  should create a municipal bond programme by taking 

into account the transaction costs and market situations. 

Select the relevant financing model for sustainable energy and climate action projects using a 

simple decision tree below: 

 

 

Source: Novikova, et al., 2017  
 

Figure  1: Decision Tree 
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Innovative Financing Schemes 

Innovative financing schemes are non-traditional  ways of raising funds and facilitating 

sustainable energy and climate investments for cities and regions by mixing different sources 

(own fund, public and private funds) or engaging different partners (e.g. citizens, private sector) 

aside from established financial institutions  (e.g. banks). Considering the frequency of best 

practices assessed by PROSPECT  and PROSPECT+, this handbook will  focus on Energy 

Performance Contracting and Revolving Funds. 

Table  4: Innovative financing schemes under public buildings 
 

 

 
Energy Performance  

Contracting  (EPC) 

and third -party - EPC 

Energy Performance Contracting (EPC) is a method to implement energy efficiency 

projects, by which an ESCO (Energy Services Company) acts as a unique contractor and 

assures all of the steps of a project, from audit through installation up to operations and 

maintenance. The ESCO delivers a performance guarantee on the energy savings and 

takes responsibility for the end result. The EPC contract is the contractual agreement by 

which the output-drive results are agreed upon. 

 
 

 
Revolving  Fund 

A fund established to finance a continuing cycle of investments through initial amounts 

received from its shareholders, creditors or donors and later on through amounts 

received from reimbursements of provided funding or loans to projects. These recovered 

funds become available for further reinvestment in other projects under the similar 

scope (e.g. revolving funds for sustainable energy will use the loans recovered funds to 

finance new sustainable energy projects). 

 
 

Energy Performance Contracting 

What you need to know about energy performance 

contracting 
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What is energy performance contracting? 

Energy performance contracting, or EPC, is an innovative financing scheme offered by energy 

service companies (ESCOs) to public building owners who are in need of energy efficiency (EE) 

improvements but have limited  financial means or technical capacities to implement such 

projects on their own. What makes EPC innovative is that an ESCO finances the project based on 

the guaranteed energy savings that will  be generated in the future. In principle, the ESCO will  only 

receive service fees ɀ and get the return  of investment ɀ once the project delivers energy savings. 

What are the characteristics of EPC? 

In EPC, a public building owner and an ESCO engages in a public-private cooperation ɀ formalized 

by a contract. EPCs are usually long term with about a contract of 8 to 15 years. However, short-

term contracts of 2-3 years are also possible for EE improvements that require low levels of 

investment. EE improvements can range from optimization  of lighting, heating and ventilation  to 

replacement or new installations of electrical devices up to deep renovation of building 

structures. EPC can be applied in public buildings whether existing or new as long as these have 

energy-saving potential. In EPC, the pooling of buildings is recommended to generate additional 

cost reductions and create economies of scale. 
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The difference between an EPC contract and any other turnkey project is that the company 

offering ESCO is not done once the (re)construction is done but is rather still responsible for the 

performance of the building(s), the savings that will occur, and the monitoring and building 

maintenance for the duration of the project. This ensures that ESCO has a stake in the building 

achieving savings and that the most efficient solution is offered. 

What is the typical content and structure of an EPC 

Contract? 

The EPC contract between a public building owner and the ESCO has the following key elements 

as outlined in the Energy Performance Contracting Manual (TRANSPARENSE Project, 

http://www.transparense.eu/download -library/epc -manual ): 

¶ The ESCO guarantees a certain amount of yearly savings (guarantee  of savings) to be 

achieved throughout the duration of the contract 

¶ The volume  of investment  to bring the guaranteed savings and a commitment by the 

client to pay the investment after its installation 

¶ Clear definition  of a reference  scenario  (baseline) of the future energy consumption; 

¶ The obligation of the ESCO to provide a report  on yearly  savings evaluation  that 

documents the actual amount of achieved savings in the respective year 

¶ Responsibility of the ESCO for the design and implementation  of the energy-saving 

measures correctly 

¶ The obligation of the client to provide pre-agreed conditions  for  the  

implementation  of the energy-saving measures 

¶ The planned duration  of installation of the investment 

¶ Ownership  transfer  of the installed energy-saving technologies to the client 

¶ Means of payment for the services and savings 

¶ Declaration of the purpose  of operation  of the facility  on which the contract covers 

¶ Length of the contract 

¶ Method of recalculation of the guaranteed savings in case any of the input parameters 

differs from the presumptions defined in the reference (baseline) energy consumption 

scenario 

¶ Final report ɀ ÐÒÉÏÒ ÔÏ ÔÈÅ ÅÎÄ ÏÆ ÔÈÅ ÐÁÙÉÎÇȤÏÆÆ ÐÅÒÉÏÄ ÔÈÅ %3#/ ÈÁÎÄÓ ÏÖÅÒ ÔÏ ÔÈÅ ÃÌÉÅÎÔ 

the final report including the total amount of cost savings, guaranteed savings, given 

reduction in the price and bonuses calculated for the entire ÐÁÙÉÎÇȤÏÆÆ period, etc. 

http://www.transparense.eu/download-library/epc-manual
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What is the role of the ESCO? 

An ESCO usually operates as a commercial entity regardless if it is owned by a public entity e.g. 

public utility company. It also serves as a general contractor that provides the energy services 

required and offers a service package for the public building owner. ESCOs can provide the whole 

range of necessary energy services ɀ from planning, management, implementation, and 

monitoring  of energy management services and technical improvements. The ESCO shoulders the 

associated economic, technical, and administrative risks in carrying out the EE improvements. 

This, of course, depends on the investment size and contract duration. The main economic risk 

for ESCOs is not meeting the guaranteed energy savings which means reductions in EPC service 

fees. 

What is the role of the public building owner? 

Public building owners, with the support of local facilitators, can design and plan an EPC project. 

Public building owners generally have low-to-medium economic risk levels. However, it should 

be noted that an EPC contract is usually contracted in energy (e.g. amount of kWh save due to the 

agreed baseline), not actual energy costs. This means that if either building usage levels or the 

energy prices change, this is a risk for the building owner. Energy savings still  keep occurring, but 

the monetary savings are not evident. On the other hand, should an ESCO fail to provide its 

services, or should the calculated energy savings be lower than predicted, a public building owner 

can withhold payments and penalties can be set. Even if the ESCO has designed and planned the 

EPC project and installed and operated equipment and technical facilities, the public building 

owner retains full ownership of the public building. As the ESCO is asked to ensure the quality of 

the technical facilities from installation until the operation, such as repairing damages, the 

public building owner should grant ESCO staff unconditional access. 

What are local facilitators and their  roles? 

Local facilitators can be local or regional energy agencies, engineering offices, legal advisers, 

architects, and economics. Facilitators should be knowledgeable and experienced in EPC 

concepts and business models, techniques and economics of EE in buildings, and public 

procedures and codes of conduct. Commercial facilitators can be contracted. However, standard 

service procurement procedures should be followed. Local energy agencies may be involved 

without tendering if financed by the membership fees of municipalities. Facilitators can assist in 

the preparation of EPC contracts, and in managing EPC tender procedures and contract 

negotiations. 

What other financing sources can be used? 

In most EPC projects, the ESCO is mainly the investor and financer. Other financing sources are 

usually not necessary for EPC projects that require low investments. However, in big projects, 

such as the deep renovation of public buildings, the owner may share investment costs, avail of 

subsidies, or makes use of other financing sources. These include subsidies, such as feed in tariffs  

for power generated from renewables or in combined heat and power plans, on specific technical 

measures and subsides on interest rates paid by the ESCO which reduce financing costs. Find 

out more under ȰHow can EPC be combined with other financing sourcesȩȱ 




















































































