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Executive Summary

This deliverabldd7.2 Innovative Business Modfecuses on how the EEnvdatisiness Model
(BM) has been built, matured and what its prospectfoafeture developments

This final version, written a¥136, compiles the work done since the beginning of the project
and updates and completes the information written imtieeim version of this report at M18.

This report begins by explaining tieenvergent and divergentethodology that was used to

construct theEEnvestBM. This divergentonvergent process is like a funnel that slowly

closes, using a succession of divargtools of questioning, investigation, analysis, and
convergent activities of making choices and creating an image of the future product. Tools used
includebenchmar ki ng, brainstorming, mi nd maps, A

Follows a paragraph precising the EEnvestfptat and fourcomponentools that hae been
developed during the proje@&n analysis of the market was carried out by lookingeksvant

key facts and figures: the Energy Efficiency Envestment (EEI) sectors are evolving rapidly, and
a host of new requéments and tools are emergii@pe benchmark showed that EEnvest tools

are the tools that integrate the most data for their risk analysis: financial data, technical data but
also multibenefit analysis with sociand environmentadata. In addition, EEngt tools are

based on data unlike other financial advisory services, which allows for objective and
comparable analysis over time.

Based on this knowledge of the market, a segmentation has been set up to meet the specific
needs of the marketing of EEnveebls. This segmentation is composedfolir segments:
Investors, Owners & Noeinvestors, Owners & Investors and Intermediaries. For all segments
the value proposition of EEnvest tools is perceived at two key moments of the investment
process:
- Design of the EE project: EEnvest allows to analyze the project, quantify the risks and
adjust the project technical program to make it as low risk as possible.
- Finding investors: EEnvest provides reporting features needed to produce KPIs on the
investmemnand convince investors

The reporthenpresents the commercial perspectives of the platform on the one hand and the
four component toolsn the otherThis information is summarised in the form of business
model outlines and business casleat were deeloped throughout the projdatvolving all the

project partners, but also thanks to interviews conducted deitho case omers, advisory

board members angrospective customers. We found that it was easier to madaH
component tooindividually thanto bring them together in the platform.

Finally, developedousiness models are equipped W8 OT analysis and recommendations
for the implementation.

The current context is favorable to a more sustainable finance and more investoudding
retrofits, but the green finance sector is still under construction. In contragur®
greenwashingommunicatiorof some private companieBEnvest offers comprehensive and
sophisticatedlatadriven derisking tools andKPls that increase theonfidencein addingthe
EE investment ta portfoliobringingreliable casklow forecast and proven sustainability.
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1. INTRODUCTION

1.1 AIMAND OBJECTIVE

This deliverable presents the work carried out in the framework of the development of the
EEnvest platformbusiness modelhis work has been carried out throughout the project and
the classic tools for the development of business models have been weseefléldtions were

fed by numerous discussions and exchanges with actors of the investment sector.

Report structure

Chapter 2 pesents the methodology and tools used to develop the business Befdet.
presenting the result of this work we considered it relevant to recall what the concepts and main
results of the EEnvest project are in chapter 3.

A key point in defining the busess model is to have a good understanding of the market.
Chapter fresents the market context with key facts and figures of the energy renovation sector
with a focus on energy efficiency investment models (E&f)analysis of services and tools
such aghose proposed by the results of the EEnvest project is summarised in this chapter.

Numerous discussions and workshops with project partners and exchanges with Energy
Efficiency Investments (EEI) players have made it possible to develop the value poopafsiti

the EEvnest tools and the segmentation analysis of the corresponding target customers which
are presented in Chapter 5.

Finally, chapters 6 and 7 present the results of all these reflections for the definition of a
Business model of the global EEnvgdatform on the one hand and of the tools taken
individually on the other hand. These chapters also develop financial models as well as different
business cases to help and guide the future development of EEnvest tools and methods.

To assess these elen®nand suggest paths for future development, we provide
recommendations and a SWOT analysis of the proposed business model in Chapter 8.

1.2 CONTRIBUTION OF PARTNERS

R2M is the main author of this report. All partners have contributed to the report, ag)they (
validated the segmentation and value proposition and (2) actively participated in drafting
possiblebusiness modsl




2. Methodology

2.1 OVERALL APPROACH FOR BUSINESS MODEL DEVELOPMENT

Business model development activities have been carried out throughlfigt ti¢he project.
The overall strategy that shaped these activities is detailed here and can be broadly divided into
three phases:

1. Development of the first version of the platform business models and preliminary
validation. It provides the first versioof the EEnvest business model as a result of the
process detailed in section 3.2 below and following adimpn approach, i.e. starting
from market analysis and value proposition identification rather than from specific
business cases or application final outcome consists in the business models detailed
in chapter 5, addressing generalised néedsachidentified customer segments. Pre
validation of these business models is obtained through initial feedback from interview
to key actorsOne of the main conclusions of this feedback is that we can benefit from
marketing the components individually in addition to the complete platform.

2. Implementation of business models for each toolsorhponentof the platform
validation thraigh costbenefit analysis. In this second step, the developed business
models are applied to real cagesn different countrie§.e. the EEnvesiemonstration
projectg and characterised based on real customer needs and requirements.

3. Refinement of busires models for full applicability. Finally, results of the ebenefit
analysis, together with feedback from customers allow us to move from the validated
pilot-focused business models back to general ones, ensuring a reliable and consistent
homogenisatiorof results. All this work results in the final version of the business
models, fully detailed in all areas of the business model canvas, refined using a bottom
up approach and widely applicable to a highly segmented market.

The chosen strategy combinep-tiown and bottorup approaches to ensure coverage of all
EEnvest market aspects and gives importance to real customer needs.

2.2 CONVERGENT AND DIVERGENT APPROACH

iteration of divergent and convergent activities(Alexander, 1964, Figure 1). The divergent
activity is questioning a number of inquiry boundaries, a number of major design options, and
sets of core values and core ideas. Convergent activity is the process of making choices and
creating an image of tHature product. This divergeintconvergent process may be depiéted

as slowly closing funnel, linear over time (Cross, 2000) (Ulrich & Eppinger, 2008), or as

L Dancing with Ambiguity: Causality Behavior, Design Thinking, and Tripdep-Learning, 201t L. John Leifer and M.
Steinert




repeating design cycles, spiral like, that iterate through the generic prototyping phasgmof des
build and test (Thomke, Fujimoto, & Research, 2000).
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Figure 1 - The divergent and convergent phases of innovative product development

2.3 SPECIFIC TOOLS USED DURING THE PROCESS
2.3.1 BENCHMARKING - OFFER ANALYSIS

Divergent tool

Benchmarking is the practiod comparing business key elements and best practices from other
companies in the same activity sector. It is a divergent tool, allowing to explore and discover
elements upon the offer in the sector.

The benchmarking analysis has been carried out during the first phase of the project. The
chapterd presents a descriptive qualitative analysis of the most relevant tools and services that
evaluate/support the decision making of EEI describing their shermmd weaknesses. The
information was gathered from interviews with key stakeholders, project descriptions and
existing compilations and reports. The selection of supporting tools and services considered in
the analysis was based on the following keteda:

0 Currently active in the relevant geographical area

Interesting business model

Supporing the decision making of EEI

Works in collaboration with other organisations and actors in the value chain

Innovative approach or experiences with a significaibiity

Active in Europe

The analysis was conducted by benchmarking the existing tools and services based on several
performance parameters (e.g. business model, KPIs, market penetration etc.).

The benchmarking process involved five steps as shown iare=ig: five steps of the
benchmarking process. In the first step, the comparable aspects are identified between the
integrated renovation services. In the second step, performance metrics responsible for creating

O« O« O¢ O¢« O« O




performance gaps are identified. The thatép integrates the result of the benchmarking
exercise. In the fourth step the performance metrics are standardised, and specific action areas
identified. Finally, in the fifth step all the important aspects are included based on which

recommendations aderived.

™\
Strategise and select

+Identify what is
comparable

+Identify which EEI support
tools/services are
comparable

-Collect data

@

Define performance metrics

and analyse Integrate the findings
*Communicate

-Identify current performance gaps benchmarking results

-Project future performance gaps «Establish operational

goals for the EEIl support
tools/services

Figure 2: five steps of the benchmarking process

Maturity and
implementation

-Achieve the desired position

*Develop completely EEI
support tools & services
recommendations

Standardise performance
and actions

-Develop action plan

«Implement specific actions

*Readjust benchmarks

Future EEI support tools & services need to adapt to the benchmarks to achieve the desired
performance. The learnings from the benchmarking process have been applied in exploiting

further the EEnvest outcomes.

2.3.2 BUSINESS CANVAS METHODOLOGY

Convergent tool

A methodology traditionally used is that of the Business Model Canvas (BMC) which describes

a business model as fAthe rati

onal

e

of

how an

A well-known image from the business model generation community disscribes this

approach is shown in FiguBe?

2 Business Model Generation, A. Osterwalder, Yves Pigneur, Alan Smith, and 470 practitioners from 45 countries, self

published, 2010. Available attps://www.strategyzer.com/books/businessdetgeneration



https://www.strategyzer.com/books/business-model-generation
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Figure 3 - Business Model Canvas

The starting point for canvas development and working on defining the business model is a
clear definition of what is being offered, to whom, and for what purpose. This topiersnced
by the business model generation community as toaléed Value Roposition Design.

The Value Proposition Design Canvas is depicted in Figundere the value proposition
(product or service) is on the |l eft and cust
between what is offered and what customers dygtnakd. The information it contains has fed

the Value Proposition and Customer building block of the Business Model Canvas.
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Figure 4 - Value Proposition Canvas, value proposition (square) and customer segment (circle)
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The Ad libs tool template (Figur®) is used to help filling up the Value Proposition Canvas.
Discussing around the Ad libs template helps a project team to quickly and easily initiate
reflection around the business model. It is a great tool to quickly test alternative value
propositionslt forces the team to pinpoint how exactly value can be créated

3 https://assets.strategyzer.com/assets/resourdés/aalue propositiontemplate.pdf
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Figure 5 - Ad libs tool template

2.3.3 MARKETING-MIX 4Ps OFMARKETING

Convergent tool

The marketing mix help® define the positioning of an offer on the market.

One of the mostnownmaodels is the 4Ps of Marketing, which helps define marketing options

in terms of Product, Place, Price, and Promotion:

0 Product: what features does the product have to meet the custome®needs

Place where do buyers look for your services?

Price: what is tke value of the product or service to the buyer? Are there established

price points for products or services in this area? Is the customer price sei¥itize?

small price drop gain additional market share? Or will a small increase go unnoticed?

How will your price compare with your competitors?

0 Promotion: Where and when can you get your marketing messages across to your target
market?

O« O« O

2.4 PHASE OF THE BUSINESS MODEL DEVELOPMENT PROCESS

The following work has been made:
First phase (MGM10):

To develop the EEnvest platform concept and business model, we have first been through a
divergence phase resulting in a mind map of the project. This work has allowed us to define the

first business model canvas of the project (evgence activity). Then we have explored the

different cost structure possibilities for a wieased platform (divergence activity). We ended

up the first si x months of the project by d
wishes and their needs

Second phase (M1117)

To further develop the EEnvest platformds in
desk research to find the key market figures and a benchmark analysis. A workshop led during
the 39 project meeting (May 2020) hasligated a first version of the client segmentation and

value proposition. Then, a first draft of the business model has been prepared by R2M Solution,

11



and the preliminary targeted metrics (traffic potential, conversion rates, acceptable unit price)
have ben discussed during th& groject meeting (December 2020).

Third phase (M18V23)

Two consortium brainstorming sessewer e or gani zed to coll ect
regarding project progress and key decisim@re made impacting the BN thefirst session
(February 2021), th@ros& Consand a monetization analysis of the Project Desktop- Self
Assessment Tool (PQSAT). The PQSAT appeared to be a powerful tool to mitigate tfe risk
low-quality data input tothe platform (garbagein/garbageout) and its integration as a
functionality of the platform became a prioritg. 2" brainstormingsession (April 2021)
focused on the platform functionalitiesionetization analysis.

Fourth phase (M24Vi36)

During the 2nd exploitatioworkshopheld in July 2021, considerirtglays inthedevelopment

of methodologyandimplementation othe platform, a new exploitation strategy focusing on
EEnvesttools was decided and validated by all project partnétse eforts focused on
contacting and exchanging with potential pioneer users of the platform andtolssThe
exchanges aim at understandinigene the EEnvesbblscould land in the current workflow. It
allowed us to define two priority segments of hjgitential customersyhich are the project
promoters and the investors.

Furthermore, we investigat@dncretepotential business cases interviewspggcificinvestors
with different profiles and needs (e.g retail bankers, investment funds, ESCOSs).

The busness model, segmentation and business cases allowed us to determine the
commercialisation strategy and future development for the EEnvest tools and platform.

12



3. EEnvestproject main results

The previous chapt&.4 introduced the EEnvest platform and EEstitechnological tools as
EEnvest project main resulsutput, productdefore presenting the work done on the business
model, it is important to briefly recall what geelementare.

1-Technical-financial performance analysis
Value = De-risking tool 2-Multiple-Benefits Assessment

e Value = Contribution to SDG goals and multiple benefits

N

EEnvest Platform

Value = Automated report* using blockchain

*

. EE t risk t rt
4-Project Self Assessment Tool (VesLIISX a33e3Sment 1epo

Value = Project quality rating 3-Multiple Criteria Decision Analysis (MCDA)
Value = Decision making support tool, benchmark functionality for investors

Figure 77 EEnvest tools and platform

3.1 EENVEST CONCISE PROJECT DESCRIPTION

In strategic development, the highest level of abstraction to define a project is the description
of the Missioni Strategyi Vision. In collaborative projects, like this, it is very important to

13



define these three aspects, to be saeall partners are aligned and are working towards the
same goal.

(EEEnvest aims to increase ( S t rate g
investors” trust in energy

(Eln five years the EEnvest
platform and technological

efficiency actions for existing i bricks will be largely
buildings, through the EP;YEII%Z rf]r'gm?g;ggrls integrated into banks and
development of a combined research project and based investment funds process,
risk evaluation framework on data. When necessary pushed by the European
focused on the renovation of support the tool thanks to regulation

commercial buildings. services (training,

) ) Ai T 601 6AT AUusQq e
o MIssion o VISIon

Figure 77 EEnvest concise project description

3.2 EENVEST TOOLS

During the project, th&EEnvest partners have developed a portfofianethodologies and
models constituting the base of the EEnvest platform functionalities.
The consortium has selectednin elements whicbanalso beémplemented staradone

1 Tool 1: TechnicaHinancial performance analysisde-risking model
A Output: provide KPIs quantifying the impact of the expected technical and financial
performances.
A Values: data driven deisking mode] standardization of the EEI evaluations
A Usage useExcel spreadshedbor consulting service suppoand Python scripts integrated
into the EEnvest platform

1 Tool 2: Multi -benefits Assessmennethodology
A Output:Multi-benefit performance KPIs
A Value: quantifying certain environmental and social bengfitsveiling alignment with
SDGs and EUTaxonomycompliance
A Usage:compilation of quantitative and qualitative methods to obtain Mudtiefit KPIs
estimations.

1 Tool 3: Multiple criteria decision analysis methodology
A Output:Tailored report aligned with the organization priorities
A Value:standardiation of the EEI evaluations for portfolio composition and management
A Usage:methodology advising KPIs weighting factors based on organisation's management
priorities.

1 Tool 4: Project Quality Sel-Assessment ool (PQSAT)
A Output:ProjectQuality scorglikelihood for anEE project to meeits goals once financed)
a Value:project quality ratingincrease trust in data input quality

14



A Usage:1-hour questionnaire answering yes & no to evaluate the practices implemented
throughout thevhole EE project desigmdentify room for improvements amgetquality label

For more details on these tools please refer to the other project deliverables.

3.3 EENVEST PLATFORM

The EEnvest platforroffer a way to accesndto usethe EEnvest methodologie@nd models
developed by the consortium. The EEnvest platform produces a report of KPIs characterizing
each EEI project, unveiling the full impact of each EEI. The EEmiEstassessnme report
shouldincrease nvest or s 6 candléad tdnaimsiceamingnvat& iBvestments in
building energy efficiencyprojects. The EEnvest platformimplements a standardised
evaluationframework of EEI projects technicaand financial risks along with nonenergy
benefits making the EEI comparablg investorson an objective basis

The EEnvest risk analysis d&ta drivenpased orcomprehensivand objective datanput by
building owner/project promoter amxtracted from EEnvesisk databaseThe quality of the
datainput can be assessed and scorecetmh projecvia the Project QualitppelFAssessment
Tool developed.

Thus,the platformenabled an informed decisitna ki ng process for inves
EEI, no longer based omvestob &xperienceand knowledgeand penalized bgubjective
perception of complexity andncertainty on results froBEI investments

15



4. Market context

The market context is recalled with key facts and figures of the energy renovation sector with
a focus on energy efficiency investment (EEI) models. An analysis atsgrand tools such
as those proposed by the EEnvest project results is also summarised in this chapter.

4.1 KEY BUILDING RENOVATION FACTS & FIGURES
4.1.1 HETEROGENEOUS BUILDING STOCK ACROSBUROPE

According to the EU buildings Factsh&ehe EU building stock is quite heterogenedusoss
all Member Statesnost ofthe floor area is composed Ibgsidential buildings. The share
varies considerably, from around 60% in Slovakiatherlandsand Austriato more than 85%
in the southern countries Glyprus, Malta and Italy.

As representedn Figures3 and 9, the distribution of nenresidential floor areas by branch is
not homogeneouand depends on the economic structure of each sector. €dagay three

guarters of the service floor area is covered by offices (includingdoiviiite and public; 30%),
wholesale (27%) and education (16%).

Residential I Non-residential

50

2 2 o B o 2 & Ab T A8

Figure 8 - Distribution of building stocks in Europe by typology (residential / nonresidential)

4 https://ec.europa.eu/energy/buildingsfactsheets en
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Figure 9 - Distribution of non-residential floor area by area of use (2013)

4.1.2 EUROPEANRENOVATION STRATEGY

In many EU renovation strategy articl@ppear the same numbers: 75% of buildings of the EU
block were built with no or minimal energglated buildiig codes and more than 95% of the
building stock must be upgraded to achieve the 2050 goal pE@@@sion.

In 2018, in its Knowledge hGbBPIE made public that thenovation rate in EU lingers at 1%,

out of which the share of deep energy renovatiepsasents around 5%. Standard renovation

will often achieve energy savings ranging between 20% and 30% and sometimes less. Only
deep renovation can achieve buildingds energ
BPI E6s publ i c atenavatien ratelmast increasé @ teach 3ein a very short
period of time and deep renovations should become the norm if we want to reach the EU climate
preservation goals (Figud®).

TODAY
[

W
ES

THE PATH TO A DECARBONISED BUILDING STOCK

RENOVATION RATE

IND EPBD
3IRD EPBD

~

2010 TIME 2050

Figure 107 Renovation Rate as see in 2018 (BPIE publication)

5 Renovation wavehttps://ec.europa.eu/energy/topics/enegficiency/energyefficientbuildings/renovatiorwave
6 https://www.bpie.eu/knowledgleub/#ongoineprojects
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The establishment of national renovation strategies were encouraged by the European

Commission through program like EmBuilout the audit of the resulting policies highlighted

weak points (Figurell) that will need to be strengthen by the development of additional
innovative services or products.

FORWARD-
OVERVIEWOF | COST-EFFECTIVE | POLICIES AND LOOKING | ENERGY SAVINGS | o THE
PERSPECTIVE TO STRATEGY MEET
MEMBER NATIONAL APPROACHES | MEASURES TO AND THE MNMUM
STATES BUILDING  [TORENOVATION | STMULATE GUIDE WIDER BENEFITS | ot )REMENTS
STOCK RENOVATION | [NVESTMENT OF ART 4 EED?
DECISIONS 4 EED?
- @ @ O
aowne @ | @ T
France O O
Y ® O O
spAN O O
Figure 11 - Compliance of national renovations strategy requirements fromBPEG6 s webpage) .

In October 2020, the Commission published a new strategipoost renovation calledA"
Renovation Wave for Europé Greening our budings, creating jobs, improving lives
(COM(2020)662. It aims to daible annual energy renovation rates in the next ten years. These
renovationshouldenhance the quality of life of peogleing andusing the buildings, reduce
Europeds gr missiohspand aeatq @pso 160,000 additional green jobs in the
construction sector. This pushy strategy confirms the determination of the Commission to
develop renovation projects and related markets as the one related to Energy Efficiency
Investments (EB.

In 2022, the European Commission has developed the REPowerEU Plan. This plan answers to
the double urgency to transform Europe's energy system: ending the EU's dependence on
Russian fossil fuels and tackling the climate crisis.

4.1.3 ENERGY EFFICIENCY FINANCING IN EUROPE

Il n practice, renovating | arge portions of t
challenge and funding will need to come largely from the private sector. To motivate private
investors, they would need to see clear benefits indyrtificiency Investments (EEI).

The Energy Efficiency Financial Institutions Group (EEFIG) was established in 2013 by the
European Commission DirectoraBeneral for Energy (DG Energy) and United Nations

’ https://embuild.eu
8 https://ec.europa.eu/energy/topics/enegfficiency/energyefficientbuildings/renovatiorwave
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https://ec.europa.eu/energy/topics/energy-efficiency/energy-efficient-buildings/renovation-wave
https://ec.europa.eu/energy/topics/energy-efficiency/energy-efficient-buildings/renovation-wave
https://ec.europa.eu/energy/topics/energy-efficiency/energy-efficient-buildings/renovation-wave

Environment Program Finance Initiative (UNEP Hh).February 2015 EEFIG presented its
landmark report "Energy Efficiendy the first fuel for the EU Economy: How to drive new
finance for energy efficiency investments" which provided a significant advance in the
understanding and knowledge about the issafeenergy efficiency financingAbout 90% of

the renovation financing needs to come from the private sector. Debottlenecking the decision
process of EEI is key. It makes quite clear thatisldng the Energy Efficiency Investment is

a crucial issue ifEurope.

The EEnvest project p rdecigianmakiag prooess byutranslatingt i nv
buil dingdbs energy efficiency technical requi
are in turn used to evaluate financial risks associated wip denovation investment and to

include norenergy benefits in asset evaluation models.

4.1.4 ESGAND EU TAXONOMY

ESG

Environmental, Social and Corporate Governance (ESG) is an approach to assessing how well
a company is working towards social goals that go beyond a company's role to maximize profits.
Various governmental organisations and financial institutions havéopeaways to measure

the degree of alignment of a specific company with ESG objectives, but thergngie ESG
assessmenmethod approved by European authorities.

ESG risks vary by industry and geographic factors and compa@mesginvestorspanksand
invesiment fundsuse risk rating data in different waysa) to enhanceeputation bymarketing
programs messaging andiarolvementin sustainability initiatives; b) banks use the data to
determine the financial risk of making loans to companied; @nnvestors use the data to
identify investment risk or opportunity as it relates to the company's overall risk @Eofile
strategy about impact reporting

EEnvest tools are covering the Environmental and Social aspects of the ESG ratings, but not
the Corpoate governance aspects.

Regulatory system & EU taxonomy

Regulatory to address sustainable finance there are multiple frameworks and different
timelines: Sustainable Finance Disclosure Regulation (SFDR)-AN@ncial Reporting

Directive (NFRD) andne of the latest initiatives the EU Taxonomy (come into force in 2020,

still under deploymentrom 2024, banks will also have to disclose energy efficiency indicators

on their mortgage portfoliys

The EU Taxonomy is a strategy to create a harmonized understanding of what actually
constitutes sustainable activities across t
activitiesdo for the first ti me, hoddcangplymi ni m
with in order to be considered to be environmentally sustainBlietaxonomy states that only

activities which substantially contribute to one or more of six environmental objectives should

be defined as being green. These are climate chamigmtion; climate change adaption;
protecting marine and water resources; transitioning to a circular economy; preventing
pollution; and protecting or restoring biodiversity and ecosystems.

Reporting on these activities is mandatfmymost investorgi.e.,to meet th€eU Taxonomy,

asset managers have to disclose the percent a
within taxonomyaligned activities). Calculating this requsra deep level of granularity into

what propor ti octivitiesfre aignedo mpanyo6s a
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This system could certainly increase the environmental requirements that weigh on companies
and thus accelerate the ecological transition. But criticisms have already been made: the EU
taxonomy is seen as a procedural system, oek&i points of sustainable development are not
clarified yet such as biodiversity, and other activities are considered green but are not
unanimous like nuclear and gas.

4.2 CHARACTERISATION OF THE EEI

In terms of EEI business models and financing instrugnéimere is a mix between policy
instruments such as subsidies and tax incentives and other financial tools developed by the
industry such as interest rate reductions on mortgages (eeki@gnt mortgages), energy

efficiency as a service (amongothersy EPCé Bel ow a short present a

4.2.1 EEIBUSINESS MODELS

The presenDeliverable4.2 Energy Efficiency Business Modetgroduces business model
concepts such as stakeholders, service delivery model and financing and presents the two main
business models that are commonly used for the delivery of EE serviceSeplaeate
Contracting Based (SCB) business modahd theEnergy Performance Contracting (EPC)
business modelincluding its main variants. The EPC business model is a very modular model
that comes in various shapes and forms, depending on 1.) how the performance risks are
allocated, 2.) at what level savings aréedmined and guaranteed or 3.) what the scope of the
services is.

Tenant(s)
Customer guaranteed energy savings + increased comfort T
(s wings, incl.
erfc [ uarantee

T Customer = Owner

Financier ESCO facilitation fee et
Engineering
compan(y)(ies)
5 Engineering
compan(y)(ies)
Energy Performance Contracting (EPC) Business

Model for energy efficiency EPC Business Model with Split Incentive

facilitation

Facilitator
facilitation fee

delivery/installation/ works/maintenance

delivery/installation/ works/maintenance

Subcontractors

Subcontractors

Figure 127 2 EPC schemesxplained (source = ENERGINVEST)

4.2.2 EEIFINANCING INSTRUMENT

Financing instruments are often referred to as -fegkl structures that respond to market
failures and specific countigvel needs. In the case of innovative financial instruments, a
change inocal legislation may be required (for example Tax Financing). As such, financing
instruments are highly dependent on the existing legal framework and in some cases, to
accounting legislation at country level.
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The deliverable D4.2 also presents thailable financing instruments for commercial building
renovation. In this quest, the desk research task force leverages on a 2015 EEFI&pStsidy
partnersexpertise on the matter to select a specific set of financial instruments for further
analysis.

Figures 12 and 1®elow pinpoints the most relevant financial instrument for our work.

Figure 12. Source: EEFIG 2015

Figure 13. Source:EEFIG 2015

The figures above share a common purpose which is to rank the 16 identified (in 2015) financial
instruments suitable for energy efficiency investments. Under this frame, an exhaustive survey
was conducted by the EEFIG to better determine tipdicaility to support the investment
flows towards EE retrofits endeavors. The following scores were set by the EEFIG:

Score O if instrument is "not applicabl e
Score 1 if instrument is "marginally uses | " (Mature) or has
(Emerging)

Score 2 if instrument is "useful"™ (Matut

In Task 4.3 and the related deliverable D4.2, project partners have defined a methodology to
identify the best financing solutidar the investment project, according to a series of variables,
namely

1 Risk-aversion Reluctancy to bear with the risk of performance of the renovation
project (i.e., energy savings). A building owner with low +@slersion is prone to deal
with more risk than a building owner with high riskversion. Provided that risk
aversion is a subjective variable, only depending on personal perception, for the purpose
of this exercise, riskaversion is addressed on an objective base through the technical
rnskKPl s (Aperformance gapo and Adamageo

9 For further reference, see:
https://ec.europa.eu/energy/sites/ener/files/documents/Final%20Report%20EEFIG%20v%209.1%2024022015%20clean%20
FINAL%20sent.plf
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https://ec.europa.eu/energy/sites/ener/files/documents/Final%20Report%20EEFIG%20v%209.1%2024022015%20clean%20FINAL%20sent.pdf
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