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Think differently, 
fi nance appropriately... 

Global challenges, climate change, peaking oil production and thus 
increasing concerns for energy security and climbing oil prices re-
vealed that our current energy intensive, ‘business as usual’ practi-
ces are unsustainable. 

All levels of our society from the international community, Europe, 
national, regional and local governments and citizens have their res-
ponsibility to reconsider their way of doing business, using resources 
and making ‘future-shaping’ investments. 

Local authorities – as local energy consumers, suppliers, planners / regulators and advisors – 
are the closest to local businesses and their citizens to infl uence local investments towards a 
more sustainable way.
 
In order to balance between economic, social and ecological feasibility of more sustainable 
energy investments, an optimal choice of fi nancing instruments is key.  

This paper aims to help local governments in their choice of the optimal fi nancing scheme by:  
– Providing them with a comprehensive framework of tested innovative fi nancing schemes 

worth to be considered for funding local sustainable energy projects 
– Offer a collection of good practices and demonstrate lessons to be learned from each 

other

The presented case studies focus primarily on the demand-side. Firstly, since improvement 
of energy effi ciency and demand side projects are of primary competence of local authori-
ties, while supply-side projects often driven by independent (energy) companies. Secondly, 
municipal properties, buildings have a high energy savings potential and therefore offer ‘low 
hanging fruits’ for energy and cost savings. 

Wishing you a useful reading and successful implementation,

Eckart Würzner
Mayor of Heidelberg
President of Energie-Cités
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1. Energy Management 
 in Municipalities  

Municipalities have to meet diverse challenges to foster local growth, employment and pro-
viding their inhabitants with a clean and safe environment. Sustainable energy management 
integrated in urban and territorial planning, transport plans as well as facilities management 
can be a key means to achieve these multiple objectives. 

1.1. Municipalities’ Roles and Tasks in Sustainable Energy Management
However, energy management is often not even considered as a strategic task or respon-
sibility of local governments, but simply treated as a task assigned to the local (or global?!) 
energy company. Local authorities considering sustainable energy management as strategic 
for local development and integrating it in their sectoral policies can gain a signifi cant advan-
tage to those neglecting this domain. 

1.2. Typical Municipal Energy Management Projects
Local governments carry out several permanent tasks and implement a broad variety of pro-
jects that usually involve both physical investments and intangible measures. 

‘Physical’ sustainable energy investments can be carried out in two main areas. 

On the supply-side, projects concern either the improvement of the energy effi ciency or 
transformation of energy from fossil fuels, using new technologies (combined cycle for exam-
ple) or production from renewable energy sources. 

Demand-side projects include investments in energy effi ciency or target the rational use of 
energy (energy consumption management). The literature tends to assign transformation 
technologies, such as cogeneration or tri-generation projects, urban heating systems to the 
demand-side. (Ref. 2)

Municipalities play a key role in local energy management. They are at the same time : 
(Ref.1) 

– Consumers and service providers in their municipal properties and buildings.
– Planners, developers and regulators, setting the framework for local businesses and 

stakeholders.   
– Suppliers of heat and electricity for their citizens and local businesses.  
– Advisors and motivators, raising awareness and promoting sustainable energy for 

citizens and local businesses, stakeholders. 

Several project types on the demand side offer ‘low-hanging fruits’, i.e. considerable 
gains within a short payback period. Key motivations for such investments are to stop 
escalating expenses meanwhile providing an equivalent or better comfort and security 
such as:  

– Energy-effi cient refurbishment of municipal buildings or social housing (especially 
block buildings).   

– Energy-effi cient modernisation of street lighting systems.  
– Modernisation of outdated district heating networks.
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Often we tend to forget about the importance of the ‘soft-side’, intangible actions of energy 
management. However, the fi rst step is to have an ‘owner’, an energy manager or team res-
ponsible for energy issues, who prepares and organises investment projects, energy audits 
and feasibility studies as well as takes care of awareness raising and training needs for 
citizens and local businesses.  

2. Financing Sustainable Energy 
 Management in Municipalities
A municipality can invest directly itself into sustainable energy projects or indirectly promote 
incentives and support for sustainable energy investments carried out by local business and 
citizens.  

2.1. Direct Investments in Energy Management  
In case of direct investments made by the municipality, the municipality can chose between 
classical and innovative methods of fi nancing.(Ref.3) ‘Classical’ methods comprise 
– Equity (or self-) fi nancing, where project investors invest their own resources without using 

any external fund, or 
– ‘Debt fi nancing’ where investors borrow the money they invest, either in form of loans or by 

issuing shares. 

These methods are broadly applied but often cause diffi culties for municipalities, which are 
required to provide guarantees or have a limited borrowing capacity.   

This is why innovative methods are gaining momentum today, offering more fl exibility and 
reducing barriers to traditional methods. Three methods are considered as the most relevant 
and tested today: (Ref. 4) 

1. Leasing means that the loan is given in the form of a piece of equipment of which the 
lessor remains the owner. This can be an expensive form of fi nancing and generally 
limited to a relatively common and clearly defi ned object, which limits its usability in 
case of more complex projects. 

2. Performance contracting is a shared savings contract, where the Energy Services 
Company (ESCO) for a certain remuneration of its services guarantees a certain 
amount of energy savings to its customer. The investment can be fi nanced either by 
the ESCO or the customer, or by a third party, a bank or a fi nancial institution. 

3. Third party fi nancing involves, as its name says, a third party sponsor, generally a 
fi nancial institution, which makes the investment based on the fi nancial performance 
of the project and often guarantees the operation. 

2.2. Incentives for Sustainable Energy Investments  
Classical fi nancial incentives include 
– Direct investment subsidies paid to benefi ciary investors, directly from the state budget or 

via public funds managed by national or local energy agencies, or local governments. 
– Tax incentives or voluntary agreements are more market-conform means. Tax incentives 

can be applied: 
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• In a positive sense to encourage environmental friendly and sustainable energy 
investments in forms of: tax exemptions, reduced level VAT (e.g. on district heating in 
several New Member States), feed-in tariffs for renewable energy or tax credits (e.g. in 
France) 

• In a negative sense to discourage polluting or fossil-intensive technologies or prac-
tices, such as for example energy consumption taxes or levies (as in Denmark). This 
latter can serve as a basis for creating public funds (e.g. Carbon Trust Fund in the UK).  

A certain distortion effect can appear related to public subsidies, if not applied carefully. 
Subsidized prices ‘justifi ed’ for example by social or competitiveness reasons (such as gas 
price supplements) can inhibit longer term investments in energy effi ciency and technologi-
cal change, and therefore maintain an unsustainable situation. 
Innovative methods combine efforts of the public sector (regulatory measures and fi nancial 
incentives) to provide a leverage effect via mobilising additional resources of the private or 
fi nancial sectors (incl. banks or public companies), to bring the rational use of energy into the 
normal market mechanisms. (ref. 1) 
Several ‘classical’ public funds experiment also with innovative ways in order to become 
rather a catalyser, providing market-conform fi nancing solutions for viable, self-sustaining 
projects. (e.g. Carbon Trust’s Venture Capital operations in the UK1)

Public Private Partnerships (PPP) can be built and carried out in several ways that can 
complement each other. Opportunities are broad: from reduced rate loans supported by 
local/ regional/ or national authorities and granted by a fi nancial institution, via public-private 
investment funds for the rational use of energy, to creating the regulatory framework and 
incentives for energy service companies (as in the Czech Republic).  

3. The Public Policy Framework 

Promoting and supporting innovative schemes, such as public private partnerships, ESCOs, 
performance contracting or third party fi nancing brings us back to the importance of the ap-
propriate legal and political framework that can dismantle inhibiting barriers, and foster new 
investments. 

Local sustainable energy policies and schemes give a strong sign of municipal commitment 
to local businesses to invest in clean technologies. Barcelona’s Solar Thermal Ordinance 
(OST) gave rise for clean hot water production and resulted in annual energy savings of 
almost 16 TWh. (ref:10) The scheme’s effects however reached far beyond the local level, it 
became a model for the national legislation. 

National legislation and related incentives can and should also give further impetus to local 
investments. In the Czech Republic two national legislations provided the legal framework for 
ESCO operations: due to the Energy Conservation Act and the Act on Concession Agreements 
(signed into law in 2006) the Czech PPP market is now gaining a critical mass. (ref: 11) Similarly 
the German Renewable Energy Law (2000) and its supporting feed-in tariff system made also 
local and smaller scale renewable energy investments economically viable. (Berlin)

The 2007 Spring European Council set a fi rm target of cutting 20% of the EU’s greenhouse gas 
emissions by 2020 - the EU will be willing to put this goal up to 30% if the US, China and India 
make similar commitments. EU leaders also set a binding overall goal of 20% for renewable 
energy sources by 2020,

1   http://www.carbontrust.co.uk/commercial/venturecapital/ 

http://www.carbontrust.co.uk/commercial/venturecapital/
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European directives and their national implementation are expected to drive further sustai-
nable energy investments. Three demand-side directives have special relevance for the local 
energy management: 
– The Energy Performance of Buildings Directive (2002/91/EC) aims at a greater transparency 

of buildings’ energy consumption; implementation was due by 2006, but many countries 
face delays

– The Cogeneration Directive (2004/8/EC) intends to give rise to combined heat and power 
production. 

– The Energy Services Directive (2006/32/EC) aims to foster the ESCO market while requiring 
Member States to draft their energy effi ciency action plans.

Finally, international agreements on climate change (UNFCC, Kyoto Protocol) created the fra-
mework for the European Climate Change Program (ECCP) and the Emission Trading Scheme 
(ETS). Carbon fi nancing mechanisms can be leveraged also by municipalities mainly provi-
ding an incentive to reduce their emissions. (Timisoara)  

4. Turning your energy-related 
 project into reality 

You have an energy-related project and you wish to realise it in your community? If you do not 
know where best to start, the following seven suggestions will guide you towards the imple-
mentation.

Suggestion no. 1: Does such a project already exist somewhere?

First check whether another local authority in your region, country or another European 
country has already implemented such a project. Try to fi nd out whether a European Cam-
paign dealing with the energy issue exists which you can join (Energie-Cités can help you 
fi nd some examples and contacts and can even help you in visiting a town with experience). 
If you can implement the project by yourselves, including with your usual local partners, 
without needing any particular fi nancial support, well go right ahead! You will sometimes gain 
time (and perhaps even money) especially if your project has a good rate of return.

Suggestion no. 2: Look for partners!

If a fi nancial support mechanism proves necessary for your project, contact your bank or 
an ESCO (energy service company). Many projects can be self-fi nanced (and if grants exist 
these partners will get help for you!). 

Suggestion no. 3: Search for the closest funding source! 

If suggestions 1 and 2 do not (completely) match your situation, seek out the most local re-
sources: At regional or state level, qualifi cation conditions are generally the simplest. These 
authorities also sometimes manage European Funds (see below).

Suggestion no. 4: Take advantage of the Structural and Cohesion Funds!

If your needs are still not satisfi ed, investigate the Structural and Cohesion Funds. Energy is 
present in most sectors, but integrated into other policies (environment, local development, 
economy, education, training, innovation etc): 
– If you are in a «Convergence» or «Regional competitiveness and employment” objective 

region (the ERDF but also the European Social Fund and the Cohesion Fund are available): 
qualifi cation is possible through your region, easily available and it can often be combined 
with national and/or regional support grants.

http://www.buildingsplatform.org/cms/
http://ec.europa.eu/energy/demand/legislation/heat_power_en.htm
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2006:114:0064:0085:EN:PDF
http://ec.europa.eu/energy/demand/legislation/end_use_en.htm
http://ec.europa.eu/regional_policy/atlas2007/fiche_index_en.htm
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– Whatever region you are in, you are in an area eligible under the «European territorial coo-
peration» objective:

• In a border area, there is an INTERREG IVA program which has fairly easy qualifi ca-
tions, which will lead you to work with your neighbors around a project which must be 
innovative, has a cross-border dimension and can include investment grants.

• In your geographical area (bringing together several countries), there is an INTERREG 
IV program which has fairly easy qualifi cations, which will lead you to work with seve-
ral partners of this same area around a project concerning a shared problem using a 
common strategy or methodology to resolve it.  Pilot projects and investment projects 
will be eligible. 

• on the European level (all countries) INTERREG IVC will provide you with the opportu-
nity of sharing experiences and good practices. «Networking» projects will be eligible 
but never investment projects. You will have to be even more inventive!

More information on the Structural and Cohesion funds can be found in a thematic dossier 
on the Energie-Cités website: http://www.energie-cites.eu/-Our-Dossiers and in the TIME 
magazine(ref:18).

Suggestion no. 5: Get funding from the Intelligent Energy Europe Program!

If your project truly is an «energy» project and qualifi es for one of the European Union’s 
regional policy programs (e.g. ERDF), then you can request support from the Intelligent Ener-
gy-Europe program (IEE) led by the European Commission’s Directorate General Energy and 
Transport (DG TREN).  Warning note:
if you wish to set up a local energy agency, only 20 projects are accepted every year,
if you have an «ordinary» project, you will have no chance as IEE is not a last resort for short-
falls in regional and national policies, 
if you have an «out of the ordinary» or at least, a truly innovative project the results of which 
may interest players at a European level and/or which could be reproduced, then you can, 
jointly with other partners, submit an application (there are of course conditions to be met).

Suggestion no. 6: Think twice before joining a project! 

An organization has asked you to become a partner in a European project (e.g. IEE). This may 
be an excellent opportunity, but before replying, ask yourself the following question: «Is this 
project in line with my strategy ?» or, on the contrary, «could it cause confusion or distract 
from our own priorities, using up time and money with activities which will be of little or no 
benefi t to my town?». According to how you answer these questions, you will be able to 
decide positively or negatively. Be careful! If you are in a New Member State you will be the 
target of many requests as many proposers are looking for partners in these countries. There 
is therefore an even greater risk that the project will not necessarily add a «plus» to your own 
strategy.

Suggestion no. 7: Benefi t from each project you are involved in! 

In any event, taking part in a project is often a positive thing for your local authority. Firstly, 
it has fi nancial advantages. Secondly, and this is as important, it makes your projects better 
known and provides a sort of label of approval. This helps in recruiting local partners who 
may be more enthusiastic. It gives you the opportunity of meeting colleagues, opening your-
self up to others’ experiences and putting your town on the map!

http://www.ruse-europe.org/IMG/pdf/TIME_Journal_Final.pdf
http://www.ruse-europe.org/IMG/pdf/TIME_Journal_Final.pdf
http://ec.europa.eu/energy/intelligent/index_en.html
http://ec.europa.eu/energy/intelligent/index_en.html
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5. Good Practices and Lessons 
 to Learn from Municipal Projects  

This chapter contains ten case studies from all over Europe, from ‘Old’ and ‘New’ Member 
States.   
New Member States possess a generally lower GDP, thus lower municipal funding oppor-
tunities, which are supposed to give a stronger impetus to search for alternative fi nancing 
methods and establishing PPPs. ADEME has been supporting Energie-Cités’ actions via 
the so-called ‘BISE’ process. This project on the “Better Integration of Sustainable Energy” 
included 17 countries of New Member States and Candidate Countries, the Western Balk-
ans and Ukraine. Within this process a conference was organised on ‘Financing Municipal 
Sustainable Energy Projects’ (Riga, October 2006). Outputs of this conference provided also a 
good basis for the preparation and collection of the following case studies. This collection of 
good practices has been prepared in the hope that you will learn lessons from these munici-
pal experiences. 

The following case studies will refer to the known regulatory or fi nancial incentives in their 
context, it is not foreseen in this paper to analyse in detail or compare different national or 
local incentive schemes. 

Overview of the case studies 

1. Energy savings in primary schools via energy performance contracting 
 Prague, Czech Republic

2. Energy effi cient retrofi tting of street lighting, fi nanced by municipal bond issuance 
 Varna, Bulgaria
 
3. Refurbishment of offi ce lighting in a public private partnership with ESCOs
 Hodmezovasarhely, Hungary

4. Refurbishment and small scale cogeneration in public buildings, fi nanced via “intracting” 
 Stuttgart, Germany 

5. Energy effi cient refurbishment of dwellings via zero rate loans
 Picardie, France 

6. Modernisation of the municipal district heating system via carbon fi nancing 
 Timisoara, Romania

7. Modernisation of the traffi c control system by a municipal funding scheme 
 Stockholm, Sweden

8. ‘Solar Roofs’ Initiative in public private partnerships 
 Berlin, Germany

9. Local stakeholders networking for the planting of energy crops via municipal fi nancing  
 Podlaskie Voivodship, Poland

10. Energy-effi cient retrofi tting of a district heating system by bank loans
 Nova Dubnica, Slovakia
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1.  Prague (Czech Republic)
Project type Energy-Effi cient Refurbishment of Primary School Buildings 

Financing 
structure

Energy Performance Contracting (EPC)

PPP, 100% private investment

Project 
description

4 primary schools were refurbished in the framework of a project running 
from 2000 until 2006. 
Using the EPC method, the private company (Siemens) invested into energy 
effi cient measures, such as temperature sensors for radiators and the 
replacement of windows. 

Objectives Energy Savings

Policy 
background / 
Incentives

– Czech energy effi ciency law
– In 2005, with legal assistance from the European Bank for Reconstruction 

and Development a law on PPP investments, making them more simple 
and transparent, was implemented 2.  

– The Czech Ministry of Industry is also promoting EPC by subsidising 
the preparation phase. This subsidy is at the disposal of municipalities, 
schools or buildings offering health services. The successful applicants 
are able to cover 75% (up to 5.000 EUR) of the costs required for the EPC 
preparation phase by using the subsidies they obtained.

Evaluation – Due to the investments, the energy consumption, and consequently 
energy costs of the four buildings decreased min. by 20%. 

– The city can keep a fraction of the fi nancial savings achieved, and a per-
centage of the fi nancial savings serves for the repayment of the installed 
technology and work carried out by the ESCO.

Key success 
factors

– The municipality could fi nance this operation without making any upfront 
investments. 

– The payback time and the rate of guaranteed savings were included in 
the selection criteria of the ESCO, thus  ensuring foreseeable results. 

 Up to 36% yearly savings were achieved during the project lifetime. The 
surplus savings were shared 50/50% between the municipality and the 
ESCO. The ESCO reinvested 50% of its share, i.e. 25% of the total surplus 
savings were re-invested into partial change of windows in one school 
building, new hydraulic layout of heating pipelines etc.

– The project lifetime (6 years) is relatively short. It therefore offers an 
opportunity to the municipality to benefi t longer from the savings, without 
any necessary upfront investments right after the end of the project. 

Shortcomings – Via more careful planning and establishing a stronger negotiation 
position, the city could have eventually achieved a better position when 
dealing with the ESCO company, benefi ting from a higher amount of the 
fi nancial savings. 

Next steps Currently, the municipality of Prague is planning to continue with EPC 
contracts to further decrease the energy consumption in the above mentio-
ned 4 schools as well as in other schools.

Contact Ing. Marta Arazimova
Head of the Department of Education and Culture 
Municipal Offi ce, Cechticka 758, 143 12, Prague 4 - Modrany, Czech Republic
+420 241 716 330
marazimova@p12.mepnet.cz

2   EBRD, 2005: Strategy for the Czech Republic: http://www.ebrd.com/about/strategy/country/czechrep/strategy.pdf 
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2.  Varna (Bulgaria)
Project type Energy-Effi cient Retrofi tting of Street Lighting

Financing 
structure

Municipal Bonds Emission - 100% municipal investment (obligation) – 
organised by a fi nancial institution

Project 
description

The energy effi cient modernisation of the Municipality of Varna started in 
2002 and ended in 2003 with a payback period of 2 years and 9 months.
In 2002, Varna Municipality issued the fi rst municipal bonds for fi nancing 
the modernisation of the city’s street lighting system.
The bonds were disbursed under private channels and the invitation to pur-
chase them was sent out to approximately 50 potential investors. The bonds 
were sold within less than 24 hours. 

Objectives Modernising the street lighting system at relatively low upfront costs and 
generating long term energy savings at the same time. 

Policy 
background / 
Incentives

– The Public Offering of Securities Act provides the necessary legislative 
framework and facilitates the issuing of municipal bonds in Bulgaria. 

Evaluation – The total annual savings amounted up to 10 035 MWh, in fi nancial terms: 
EUR 512.000.

– This fi nancing type reduced the projects’ payback period to 2 years and 9 
months.

Key success 
factors

– Municipal bonds’ issue proved to be a relatively cheap form of fi nancing: 
the interest rate paid by the municipality was 9% while at the moment 
bank’ average interest rates were in the range of 12% to 14%.

– The project generated good cash fl ow with high fi nancial parameters.
– Once the street lighting system is working at full capacity, the annual 

savings are almost equal to the annual expenditures before the refurbish-
ment.

Shortcomings – Municipal bonds emission requires a long and expensive preparatory 
work (obtaining the credit rating, working out an investment memoran-
dum for the emission, waiting for the endorsement by the State Commis-
sion on Securities, selection of an intermediary investment broker), with a 
relatively precise estimation of the expected outcome.  

– A major risk is also related to the sale of the municipal bonds: in case 
the subscription would have been unsuccessful in implementing the 
conditions envisaged in the memorandum (at least EUR 2 million collected 
within one month after the closure of the subscription), any collected 
amounts should have been paid back to the subscribers, together with 
the due interests charged by the bank. 

– In case the emission would have proved to be unsuccessful, the muni-
cipality would have incurred signifi cant losses, since all the preparation 
costs of the emission and payment of the due subscription interests 
would have been credited from the municipal account. 

Next steps No further plans in this direction. Municipal bonds emissions became ex-
pensive and not very appropriate for project fi nancing. This is due to mas-
sive credit offers provided by commercial banks together with the incentive 
of low interest rates for municipal investment credits (from 4% to 8%)

Contact Mr. Kiril Yordanov, Mayor 
Municipality of Varna
+359 52 600 616
kyordanov@varna.bg
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3. Hódmezovásárhely (Hungary)
Project type Energy Effi cient Refurbishment of Buildings - Indoor Lighting 

Financing 
structure

Third Party fi nancing, carried out by 
an Energy Services Company (ESCO)

Project 
description

The municipality of Hódmezovásárhely had no solvency to claim a credit; 
therefore it opted for a PPP construction without municipal contribution. It 
concluded a 9 year contract with the ESCO.

Objectives Achieving a modern and low-cost lighting system without reducing the level 
of comfort by replacing existing components with more effi cient alternatives.

Policy 
background / 
Incentives

– The Hungarian Government launched a national programme (called: 
‘Light of Our Eyes > referring to our children) to promote public private 
partnerships, providing an organisational support (nation-wide tendering 
process) for PPP investments. 

General
Evaluation

– Both lighting quality and energy effi ciency improved.  
– A cumulated 41% energy savings has been achieved. This means a 992 

MWh/year energy savings (2000 operation hours/year).

Key success 
factors

– The municipality was able to change the outdated (20-30 years old) and 
weak lighting systems. 

– After the modernisation the indoor lighting systems fi tted to the quality 
standards and signifi cant energy savings were achieved. 

Shortcomings – Because the municipality used a credit for the works the investment 
turned out to be more expensive as if it had been if fi nanced from own 
sources at present value. 

– The municipality had to commit itself to the creditor institution for a long 
time. 

– At the time when the municipality will be the owner of the lighting sys-
tems, the system will be outdated; therefore the municipality might have 
to start a new investment.

Next steps The future plans involve the continuation of the retrofi tting works: refurbish-
ment of the buildings’ envelope, replacement of windows, heating / cooling.

Contact Mrs. Ilona Fazekasné Czakó
Energy Manager
Municipality Hódmezováráshely
Hódmezovásárhely, Kossuth tér 1. Hungary
62/530-165, fax: 62-530-163
energia@hodmezovasarhely.hu
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4. Stuttgart (Germany)
Project type Energy-Effi cient Retrofi tting of a Swimming Pool – Implementation of a 

Cogeneration Plant

Financing 
structure

Internal Contracting (“Intracting”)3

100% municipal funding, using a revolving fund structure. 

Project 
description

At the “Sonnenberg” indoor swimming pool in Stuttgart a cogeneration gas 
engine was installed. The plant produces 5,800 hours/year in cogeneration, 
out of which annually approximately 300,000 kW electricity and 570,000 kW 
heat.

Objectives Achieve self-supply in heat and electricity in the swimming pool. 

Financing 
scheme /  Policy 
background 

In 1995 the Stuttgart Environmental Protection Department in close coo-
peration with the Financial Department developed the “intracting” method 
for fi nancing energy saving projects. This method is based on the idea of 
contracting but operates entirely within the city administration. It consists of 
a special budget item (a revolving fund) to which the cost savings are later 
returned. The Environment Department thus grants an earmarked, interest-
free loan to the host department. The amount of the loan depends - as with 
the conventional Contracting - on the energy and cost saving potential.  

Evaluation – The annual savings obtained from the projects sum up to 13.900 MWh sa-
vings on heating, 1.850 MWh savings on electricity and 31.700 m3 savings 
on water.

– The implemented measures lead to a total annual cost saving of EUR 1.1 
million.

Key success 
factors

– No additional costs of possible risks and no interest charged on the 
invested capital.  

– Without an external contractor, transaction and administration costs of 
contract management are substantially reduced. 

– Small scale projects can be promoted as well, which otherwise would not 
be attractive enough for an external Contractor. “Intracting” also offers 
the possibility for partial fi nancing of projects.

– The preparation period is minimised by the internal completion of the 
process, so that energy conservation measures can be implemented in a 
shorter time.

Shortcomings – Calculation of the investment costs can lead to misleading profi tability 
forecasts.  

– Cost estimation was delivered by an external engineering company. This 
turned out to be too high, and thus previsions showed no profi tability for 
half of the economic life-time, therefore the “intracting” was evaluated 
as unfavourable. By using a rescheduling and cutting back on the techni-
cal side, costs were reduced and “intracting” approved.  

Next steps 8 more cogeneration plants were implemented using the “intracting” 
method. 

Contact Dr. Jürgen Görres, 
Offi ce for Environmental Protection, Department for Energy Management
Gaisburgstraße 4, D 70182 Stuttgart
Tel: + 49 711 216 2912  Fax  + 49 711 216 2413
Juergen.Goerres@stuttgart.de

3   For further information:  http://www.energie-cites.eu/cities/page.php?lang=en&dir=5&cat=1&sub=1 
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5. Picardie  (France)
Project type Energy Effi cient Insulation of Dwellings

Financing 
structure

‘Zero rate bank loans’ supported by the Picardie Region

Project / 
Scheme  
description

The loan is aimed to be used by tenants and owners for energy effi cient in-
sulation works – loft insulation mainly – in their dwellings built before 1982. 
Citizens are offered a maximum of EUR 6 500 and the loan is not subject to 
any income condition (target objective: SMIC4).
To benefi t from the loan, the private individual must send the loan appli-
cation to the bank, with the seal of the company which will complete the 
work. The bank replies within 48 hours. The bank pays the company directly 
when the work is fi nished and after reception of the work certifi cate signed 
by both the customer and the company. 
The private individual pays no interest to the bank. The interest is paid by 
the Picardie Region. The regional budget sums up to EUR 1.8 million. 

Objectives – The regional allowance targets 25 000 households (dating from before 
1982) during a period of over 5 years.

– The goal is to achieve 30% of economy on heating consumption, which 
accounts for approximately EUR 300-350 per annum for a house of 100 m².

Policy 
background / 
Incentives

Picardie Regional Council is supporting the thermal improvement of the dwel-
lings in order to achieve household cost and energy savings. The “Picardie 
Avantage Isolation” loan scheme intends to change citizens’ behaviours by 
infl uencing directly their purchasing power and contributing to the reduction 
of the greenhouse gas emissions5.

Evaluation – The scheme was launched in June 2006, therefore it is too early to make 
an evaluation since until now only a few fi les were handled. 

– Moreover, it needs to be mentioned that a learning process during the 
implementation of this process is inevitable. 

– Today, a close contact is maintained with the building professional fede-
rations as well as with the partner banks.

Key success 
factors

– This form of fi nancing creates a leverage effect for the tenants/ owners 
of the dwellings. 

– The loan is offered at a zero interest rate to end users, the interest being 
paid by the Picardie Region. 

– This operation should be invisible for the private individual from a fi nancial 
point of view as the refunding period of the loan can be extended up to 84 
months. Therefore, the sum that needs to be paid back reaches a lower or 
equal level to the savings made on the invoice for the heating services.

– This loan with subsidized interest rate will re-launch the insulation market 
in Picardie and should generate a work volume estimated at EUR 100 mil-
lion due to many prospective employment opportunities for the craftsmen 
and the building companies.

Shortcomings Diffi culties related to the public markets and to delays of various banking 
consultation services impose that the community mobilises its internal re-
sources upstream (legal, communication etc) without fearing to be surroun-
ded by usual partners (ADEME) or by partners that are more familiar with 
the fi nancial dimensions of this type of project (specialised cabinets).

Contact Jean-Marc Pasquet 
Conseil Régional Picardie
11 Mail Albert 1er B.P. 2616, 80026 Amiens Cedex, Picardie, France
+33 (0) 322973586
jmpasquet@cr-picardie.fr

4   Salaire minimum de croissance (guaranteed minimum salary)
5   For further information : www.cr-picardie.fr/IMG/pdf/picardie_isolation_web.pdf  http://www.cr-picardie.fr/spip.php?article1129
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6. Timisoara (Romania)
Project type Energy-Effi cient Replacement of Heat-Only Generation Units 

Financing 
structure

Carbon Credits: Colterm, the municipality owned district heating company 
(EUR 8 million)
Bank Loan (European Bank for Reconstruction and Development -EBRD: 
EUR 15 million)

Project 
description

The project represents the modernisation and extension of the existing 
co-generation plant. By replacing outdated heat-only generation units with 
more environmentally-friendly gas turbines, Colterm S.A., the municipal 
district heating company will cut carbon dioxide emissions by approxima-
tely 120,000 tonnes per year6. These reductions will help produce up to EUR 
4 million worth of carbon credits, which will be sold to the EBRD for the 
account of the Netherlands7. 
EBRD funds will be used to fi nance the installation of new gas and steam 
turbines with hot water recovery boilers for co-generation of heat and elec-
tricity. The loan will be guaranteed by the City of Timisoara. 

Objectives Increased effi ciency and a more environmentally- friendly operation are 
expected to enhance the reliability and quality of supply of both electricity 
to the power grid and heat to the district heating network. Ultimately, gene-
ration and maintenance costs are expected to be reduced.  

Policy 
background / 
Incentives

Kyoto protocol and its implementation > Joint Implementation, Clean Develo-
pment Mechanism 

Evaluation The project only started in September 2006, therefore it is too early to make 
a realistic evaluation.

Key success 
factors

– The idea of generating and using carbon credits as payback represents 
an innovative investment approach that works greatly in favour of the 
company because it makes the project more fi nancially viable.

– A portion of Colterm’s investment will be paid using an advance payment 
from the sale of carbon credits that will be generated by the investment.

– Full cost recovery tariffs and increased transparency in billings will also 
improve customer satisfaction and encourage energy conservation.

Shortcomings Not yet known, since the project only started in September 2006. 

Next steps It is the fi rst project in Romania to directly link the fi nancing of a project 
with carbon credits. The sale of these credits is instrumental in making the 
project viable. It is a successful formula which should be considered in 
other cities especially since district heating operators across many former 
command economies still require substantial restructuring. 

Contact Colterm 
str. Piatra Craiului nr. 3, Timisoara, Romania
+40 0256 434 614
offi ce@colterm.ro

6   To cut a similar amount of CO2 for example using offshore wind-farm technology, an investment of around EUR 120 million would have been needed.
7   EBRD and the Netherlands reached a joint agreement in 2003 to help reduce emissions in Central and Eastern Europe.
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7.  Stockholm (Sweden)
Project type Energy Effi cient Transport Infrastructure - Traffi c Signals

Financing 
structure

100% Municipal Investment

Project 
description

– The municipality of Stockholm decided to replace conventional traffi c 
signals by LED units at 530 signal control points, due to their energy effi -
ciency and short payback period.  

– The EUR 6 million project was completed by the end of 2001 with a pay-
back period of 4.2 years8.

Objectives The traffi c signal system was equipped with ordinary incandescent bulbs, 
which have a high energy consumption and are expensive to maintain as 
they need frequent replacement. The replacement was an ideal target for 
savings.
The specifi c aims of the project were to:  
– Use market forces via a large purchase to reduce the price of LEDs, 

which will help others to carry out similar projects without being depen-
dent on subsidies. 

– Reduce the management and maintenance costs and thereby encourage 
other improvements in the signal system.

– Reduce energy consumption, bulb turnover and transport costs and the-
reby reduce the environmental impact of the signal system. 

– Increase public security through increased visibility and a reduced risk 
that signals are out of order. 

– Reduce maintenance on site and hence increase security for mainte-
nance staff. 

Policy 
background / 
Incentives

Over the past 30 years Stockholm has consistently followed policies 
designed to improve the energy performance of the city and has devolved 
action at the local level - for example every department in the city has its 
own energy consultant. 
Once the market was liberalised and privatised, the municipality was 
obliged to pay for the electricity it used, thus it became interested in energy 
savings.
The energy saving potential of this project is very signifi cant, can easily be 
replicated and there is a clear fi nancial benefi t to the local authority. But 
the incentive was greatly increased by the changes induced by liberalisa-
tion and the change in the utility from a service mentality (providing electri-
city to the municipality as a service free of charge) to a business mentality 
(maximising sales and profi ts).  
One of the benefi ts of liberalisation is that it makes the cost of each service 
transparent and therefore encourages the user to reduce energy costs.  

Evaluation – Incandescent traffi c lights required 6.4 million kWh where LED lights 
require 640,000 kWh.

– Annual savings consist of EUR 471,000 (electricity) and EUR 243,000 
(maintenance), which sum up to a total of EUR 714,000.   

Key success 
factors

Once the municipality paid the bills, they took the necessary action to 
reduce the electricity consumption. Obviously, a clear relationship between 
investment costs and running costs was introduced.  

Contact Lars Söder  
Traffi c Administrator,  Stockholms Trafi kkontor Trafi ktjänsten, 
Box 8311, S-104 20 Stockholm 
+46 8 508 262 08
lars.soder@gfk.stockholm.se

8   For further information: www.signalkonsult.se/glowing.pdf
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8. Berlin (Germany)
Project type Solar Energy Generation by using the Municipal Roof Area

Financing 
structure

Public Private Partnerships

Project 
description

In 2002, Berlin Municipality created the Solar Roof Initiative (Solardachbör-
se) to motivate the construction of solar power plants by private investors. 
About 80 buildings’ roof space (schools, administrative buildings, sport 
complexes) are included in the initiative. 

Objectives To reduce greenhouse gases and save natural resources by harvesting 
solar energy from the idle roof area on 6000 municipal buildings. 

Financing 
scheme /  Policy 
background 

Since 1st  January 2004, Germany has raised feed-in tariffs for renewable 
energies. This made electricity generated by solar power plants more eco-
nomically viable and has led to an increased interest from private investors.

Evaluation – By early 2005, 25 private investors had shown interest in the Solar Roof 
Initiative.

– The fi rst plants were installed in summer 2005. The number of potential 
investors is continuously increasing.

– The publicity and promotion surrounding the scheme has signifi cantly 
increas 

Key success 
factors

– By using a PPP fi nancing structure the municipality transferred the 
fi nancing of the construction material and of the technical knowledge to 
private investors. 

Shortcomings – At fi rst, many private investors showed interest, but no concrete 
contracts were signed due to lower feed-in tariffs at that time and higher 
module costs.

– After the increase in feed-in tariffs for solar power, there was increased 
demand for solar modules, which could not be met by the existing pro-
duction capacity. Therefore, local market conditions within the solar in-
dustry in Germany have delayed construction of new solar power plants. 

Contact Wolfram Müller  
Senatsverwaltung für Stadtentwicklung Berlin/ Referat Klimaschutz
Brückenstr.6, DE-10173 Berlin 
Tel: + 49 30 9025 2148
Fax: +49 30 9025 2509
wolfram.mueller@senguv.verwalt-berlin.de 
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9. Podlaskie Voivodship (Poland)
Project type Rural Development – Cultivation of Energy Crops

Financing 
structure

Local Authorities + Energy Agency

Project 
description

Farmers do not always have access to the knowledge or support needed to 
cultivate and sell novel crops.. In North East Poland, the Podlaska Agency 
helped overcome this barrier by organising information days and step-by-
step seminars from November 2004 to March 2005. These taught 125 local 
growers how to fi nance, produce and supply crops in the ‘green energy’ 
market. Local energy entrepreneurs participated in the seminar9.

Objectives To reduce carbon emissions and dependence on fossil fuel imports by 
planting energy crops. 

Financing 
scheme /  Policy 
background 

The Polish Government aims to produce 7.5% of power from renewable 
sources by 2010. This has already led to the development of a 50 MW bio-
mass energy cogeneration (CHP) unit in the region, and increased opportu-
nities for co-fi ring at existing power sites.

Evaluation – As a direct result of this education programme, 200 hectares were plan-
ted with energy crops, and fi ve new farms were using biomass energy, 
thus an expanding green energy market was created. 

– Parts of the area used for cultivation of these crops was previously was-
teland, so the scheme offered improvements in land management and 
environmental benefi ts.

Key success 
factors

– Provision of free venues by local authorities in order to enable organisers 
to keep costs low and maximise participation.

– Socio-economic benefi ts to declining rural communities.

Next Steps It is planned to follow the fi rst phase of seminars, with a second series of 
events. 
This will include site visits to existing energy crop producers and greater 
involvement of local energy companies, helping to tighten the links between 
local producers and buyers of biomass.

Contact Podlaska Agency for Energy  
Starobojarska 15 
Bialystok PL - 15-073
Tel: +48 85 740 86 83; Fax: +48 85 740 86 85
paze@pfrr.bialystok.pl 

9   For further information: www.paze.pl;  www.managenergy.net/download/nr207.pdf
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10. Nová Dubnica (Slovakia)
Project type Energy-Effi cient Retrofi tting of the District Heating System

Financing 
structure

Equity of Investor
Bank Loan (partially covered by the International Finance Corporation 
(IFC) guarantee)

Project 
description

The project consists in the construction of a 2x7 MW biomass boiler in 
the existing boiler house using wood chips and sawdust. Accompanying 
investments concerned the upgrading of the distribution grid (installation of 
compact exchange units and new circulation pumps). 
Total investment around 3.1 million EUR10.

Objectives – To prevent disconnection of some clients
– To stabilise heat price 
– To minimize gas consumption by using biomass from the surrounding 

forests
– To benefi t from CO2.reduction

Financing 
scheme /  Policy 
background 

The heat price is regulated by the state regulatory offi ce (URSO). It consists 
of 
– variable components (fuels) depending on the actual consumption, 
– fi xed components (depreciation, interests. wages, operation & mainte-

nance costs) recalculated to all consumers, and 
– a reasonable profi t (that is limited). 

The total heat price allows to repay the debt service and to make new in-
vestments. Therefore, all customers may benefi t from a minimum increase 
of the heat price.

Evaluation – The Company is achieving sound fi nancial parameters. Profi tability and 
cash fl ow generation are enough for debt service coverage.

– The company is able to produce all heat from biomass due to supplemen-
tary installation of a 2 MW container boiler.

– The company improved the logistics of fuel supply by constructing a large 
storage capacity for wood waste.

– The company diversifi ed its portfolio of suppliers.

Key success 
factors

– The bank loan enabled a complete switch of fuel base in a period when 
gas prices boosted sharply, this helped to stabilize the heat market*

– International Finance Corporation guarantee compensated lack of equity 
which was below the standard ratio.

Shortcomings – Multi-source fi nancing may lead to a slower approval process 

Next Steps – Further upgrading of the distribution grid

Contact TERMONOVA  
Nová Dubnica 
Tel.: +421 44 40 809, 810 
Fax: +421 44 32 221 
termonova@termonova.sk 

10   For further information: www.agreenet.info/documents/novad.pdf
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6. Conclusions  

1. Recognising the potential leverage of public-private partnerships and engaging in third 
party fi nanced projects can realise substantial gains. A third party contract can allow the 
municipality and / or inhabitants to avoid high upfront investment, while benefi ting from a 
better comfort and a guarantee against soaring energy bills.   

2. Careful fi nancial planning and cautiousness when applying third party fi nancing is 
however essential. A too long period of contract engagement to the ESCO or not properly 
evaluated credit needs can become too expensie for the municipality, leaving it with an 
outdated equipment by the end of the contract. (Hodmezovasarhely)

3. ESCO companies tend to ‘pick the low hanging fruits’, providing large savings potential, 
while less profi table investments with a longer pay-back time are not covered by the 
energy performance contracting. Creating ‘Building pools’, including buildings with higher 
and those with seemingly lower energy savings potential can be the optimal solution for 
managing this issue. A cooperation of smaller municipalities can also create such pools 
and achieve the minimum ‘economies of scale’ for an ESCO.   

4. National or regional incentives and support can be crucial to offer a guarantee to make 
commercial banks interested in providing attractive loans for citizens. This can also raise 
the interest of commercial banks for energy effi ciency projects, offering in general a 
relatively long pay-back period. Such an incentive not only provides a market conform 
means of fi nancing, but also makes energy effi ciency competitive and commercially viable 
investment. (Picardie)

5. Combining various methods can have a leverage effect. For instance, using the muni-
cipality’s own money to invest in photovoltaics on municipal buildings’ roofs would not 
necessarily pay off without a national feed-in tariffs scheme (Berlin). Often projects need 
municipal co-fi nancing; therefore a bank loan is simply not enough. Advanced payment 
from the selling of carbon credits could be used to partly fi nance the project (Timisoara).   

6. The careful evaluation of administrative costs related to an external vs. internal service 
provision is needed. Involving external service providers, such as energy services compa-
nies adds additional administrative and transaction costs to the project budget linked with 
the contract management. In case of Stuttgart these costs could be successfully reduced 
by managing the contract internally within the municipality. 

7. National and regional regulatory support, such as incentive schemes to establish public-
private partnerships and further innovative support schemes are crucial to foster sustai-
nable energy investments. (Prague)

8. Transparent service costs and a clear relationship between investment costs and run-
ning costs are driving factors for municipal energy savings.

9. Learning from good practices is not a shame! For example when France introduced its 
law on Energy Effi ciency, it took an example of the Bulgarian Energy Effi ciency Law.  

10. The presence of specialised staff (an energy manager or energy agency) in order to raise 
awareness of different stakeholders is of utmost importance. Simply communication and 
organising different stakeholders around a common objective can lead to impressive 
results. (Podlaskie Voivodship)
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Glossary  

ADEME Agence Française de l’Environnement et de la maîtrise de l’énergie
 (French Environment and Energy Management Agency)

BISE   Better Integration for Sustainable Energy 

CHP   Co-generated Heat and Power 

EBRD  European Bank for Reconstruction and Development

ECCP  European Climate Change Program

EPC  Energy Performance Contracting

ERDF  European Regional Development Fund 

ESCO  Energy Services Company 

ESF   European Social Fund 

ETS   Emission Trading Scheme

GDP   Gross Domestic Product 

IEE   Intelligent Energy Europe (Program)

IFC  International Finance Corporation

kW   kilo Watt 

LED   Light Emitting Diode  

MWh   Mega Watt / hour 

PPP  Public Private Partnership

UNFCC  United Nations Framework Convention on Climate Change 

VAT   Value Added Tax 
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The RUSE operation is implemented by a consortium of 20 partners from 14 countries made of:

1 co-ordinator
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– Slovak Innovation and Energy Agency (SEA)   –   Contact: Pavel STARINSKY - pavel.starinsky@siea.gov.sk
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– South-Bohemia Region (SBR)   –   Contact: Lubos PRUCHA - pruchal@kraj-jihocesky.cz

or Juraj KRIVOSIK - juraj.krivosik@svn.cz
– Bulgarian Municipal Energy Efficiency Network (EcoEnergy)   –   Contact: Kalinka NAKOVA

knakova@eneffect.bg

2 associated partners
– Romanian Energy Cities Network (OER)   –   Contact: Camelia RATA - camelia.rata@abmee.ro
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FILIPOVIC - ljiljana.filipovic@skgo.org

2 national energy agencies
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thierry.meraud@ademe.fr
– Dutch Energy Agency (SenterNovem - NL)   –   Contact: Carmen HEINZE - c.heinze@senternovem.nl

10 municipalities or local energy agencies from the EU-15
– Clermont-Ferrand Energy Agency (FR)   –   Contact: Sébastien CONTAMINE - s.contamine@aduhme.org
– Delft City Council (NL)   –   Contact: Maaike KAISER - mkaiser@delft.nl
– Grenoble Energy Agency (FR)   –   Contact: Martine ECHEVIN - martine.echevin@ale-grenoble.org
– Kirklees Metropolitan Council (GB)   –   Contact: Kay BEAGLEY - kay.beagley@kirklees.gov.uk
– Leicester City Council (GB)   –   Contact: Stewart CONWAY - stewart.conway@leicester.gov.uk
– München City Council (DE)   –   Contact: Gerhard URBAINCZYK - gerhard.urbainczyk@muenchen.de
– Roma Local Energy Agency (IT)   –   Contact: Bruno SALSEDO - b.salsedo@romaenergia.org
– Tampere Energy Agency, City of Tampere (FI)   –   Contact: Suvi HOLM - suvi.holm@tt.tampere.fi
– Vila Nova de Gaia Energy Agency (PT)   –   Contact: Ana FARIA - anafaria@energaia.pt
– Zoetermeer Energy Agency (NL)   –   Contact: Harry MEERWIJK - eaz@zoetermeer.nl
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