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1. Introduction

The FINA-RET project was funded under the 2006 call of IEE Programme. The objective of FINA-

RET was to specify and package financing products addressing investments on small-scale

Renewable Energy (RE) and Energy Efficiency (EE) technologies’ applications. The project has
been built on the fact that a financing product, like any other industrial or service product,
should meet the objectives of its potential consumers, in a profitable way for its provider.
Considering this fact, the project has developed an integrated approach for eliciting the
requirements of the potential investors, along with an in-depth analysis of the environment
within which the financing products under consideration will be developed, implemented and

promoted.

This report is part of FINA-RET’s Final Report and its objective is to present in a coherent way the
project’s findings and concluding remarks. The information provided in this report is presented
in detail in the project’s deliverables, the majority of which (i.e. those with public status) are

available on the project website.

The report is organized in seven more sections. Section two provides a briefing in the project
implementation approach in order to facilitate the reader to follow the rationale upon which
the report is constructed. Sections three to seven provide the major project conclusions
following the sequence of project implementation, while section eight provides some closing

remarks on the project’s findings.
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2. FINA-RET Rational and Approach

Substantial resources and effort have been devoted so far on a European and national level in

order to support the development and implementation of renewables and energy efficiency
technologies. However, there are some non-technical factors that act as barriers to their

implementation on a large scale. These factors are:
1. the current energy prices do not reflect all costs of energy

2. the amortization cost of RE and EE technologies is relatively high (especially compared to

their scale of investment, leading also to a long pay-back period)

3. there is lack of sustainable, flexible and easy to access financing products for small-scale
RE and EE technologies’ applications

4, there is lack of market-oriented mechanisms for the effective promotion of RE and EE

technologies introduction

5. there is a lack of continuity, consistency and integration in the legislative and regulatory
framework governing RE and EE technologies market and application in several member
states.

Among these factors, less attention and effort has been devoted till now to the identification,
development and promotion of financing products that address the needs of stakeholders (i.e.
farmers, SMEs, industries, individual households, etc.) aiming to invest on small-scale RE and EE
technologies’ applications. However, it has been identified, long time now [FINA-RET 2007], that
the implementation of small-scale renewable energy projects -whether electricity, biogas or
heat- requires specialized financial tools, initiatives and measures targeted to the specific
project conditions. Several options, including dedicated funds, bundling of investments with
services, and customer based investments, proved to be effective and deserve further
promotion. Emerging evidence in developing countries [FINA-RET 2007] and some EU countries
[Purina 2005, Weiss and Sprau 2002] suggest that micro credit or micro lending, financial leasing
programmes, vendor credit, targeted project credits, equity financing and flexible debt
financing, as well as specialized grants and subsidies linked to micro enterprises, households,
farmers and local communities can have considerable success in promoting RE and EE
technologies implementation. Such financing products require the actual involvement of private
financing sector such as banks, credit institutions and financial intermediaries, as well as NGOs
and international agencies, like the World Bank, the European Bank for Restructuring and
Development, DANIDA, KfW, etc.
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Considering the above stated issues related to renewables and energy efficiency technologies’
investments, the project FINA-RET aimed to support the deployment of these technologies
through the identification, specification and packaging of sustainable, flexible and easy to access
financing products (i.e. loans, funding and awarding programmes) addressed mainly to
individuals and SMEs that wish to invest on renewables and energy efficiency technologies in

order to meet their energy needs and increase their energy performance.

To achieve this task a systematic approach of designing the financing product under
consideration was identified. This approach emphasized on the elicitation of the user
requirements and characteristics of the financing products, while considering the characteristics
of the environment within which the financing products would be developed in order to secure
the efficiency and effectiveness of these financing products for all parties involved in their

development, supply and consumption.

Figure 1 that follows provides an overview of the integrated methodological approach
developed and implemented within FINA-RET [FINA-RET 2007].

As illustrated in the figure, the proposed approach involved the identification and categorization
of small-scale renewables and energy efficiency technologies based on their investment
characteristics and requirements in order to: (a) match the investments with different investor
profiles and (b) identify alternative types of financing products that could be applicable to the
identified categories of investments and investors’ profiles. This information along with a review
of past and on going financing measure and mechanisms, supporting investments in renewables
and energy efficiency technologies, set the ground for the development and implementation of
surveys to potential investors and major market actors. More specifically, based on the
identification of: (i) the target groups, (ii) the investments’ characteristics, (iii) the alternative
types of financing measures applicable to the investments under consideration and the
principles of their development process and (iv) the past experience in developing financial
support measures and mechanisms for renewables and energy efficiency application (i.e. the
success and failure factors of the measures, the problems encountered, the mechanisms and
means used for their development, etc.) a survey to potential investors (i.e. households and
SMEs) and a survey to major market actors (i.e. technologies’ providers, construction industry

and policy makers) were designed and implemented.
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CATEGORIZATION OF SMALL SCALERET & EET

INVESTMENTS
y
IDENTIFICATION OF STAKEHOLDER REVIEW AND ASSESSMENT OF EXISTING FINANCING
GROUPS THAT COULD BE MECHANISMS
POTENTIALLY INTERESTED ON RET &
EET INVESTMENTS

A

I ELICIT THE REQUIREMENTS FOR FINANCING
PRODUCTS ADDRESSING SMALL SCALE RET & EET

REVIEW OF APPROACHES FOR INVESTMENTS
DEVELOPING FINANCING PRODUCTS
(i.e. LOANS & FUNDING | DEVELOPEMENT OF THE QUESTIONNAIRES |

PROGRAMMES)
| DESIGN OF THE SURVEY |

| ACTUAL IMPLEMENTATION OF THE SURVEY I

|

| ANALYSIS & SYNTHESIS OF THE RESULTS I

v

SPECIFICATION & PACKAGING OF ALTERNATIVE
FINANCING PROD UCTS

I SPECIFICATION OF A PROMOTION STRATEGY !l

Figure 1: Methodological Framework

Additionally, in order to enhance and validate the acquired knowledge and information from the
surveys, a sequential approach was adopted with regards to the surveys’ implementation as

illustrated in Figure 2 [FINA-RET 2009A].

\
Survey on Policy Makers
1 Stakeholder
Survey on RET & EET Industry > groups
Survey on Construction Industry )
1 Investors

Survey on SMEs & Households

Figure 2: Surveys’ Development Process
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According to the figure, the process was initiated by surveying SMEs and households. Then,
based on the results of the analysis of these surveys, the methodological instrument for the
construction industry survey was developed. Through construction’s industry survey the major
related outcomes of the SMEs and households surveys were validated, while major issues
imposed by SMEs and households related to the construction industry were answered. In a
similar way, based on the findings of the construction industry and investors surveys the RET &
EET industry survey was developed. Finally, policy makers’ survey took place based on the
outcomes of all previous surveys, in order to identify if there is political will and ability to
support and facilitate the take up of the market of small-scale renewable and energy efficiency
technologies through the direct or indirect support of the financing of their investment.

This approach has two major benefits: first, it provides with the opportunity to have a first
validation of the surveys’ results and second, the final outcome of this process offers with issues

of general consensus, which are to be considered in financing products design and promotion.

The surveys were conducted in all five countries involved in the project, i.e. Austria, Cyprus,
France, Greece and Italy.

As illustrated in Figure 1, the outcome of the surveys along with the analysis of the past
experience led to the specification and packaging of generic financing products addressing
investments on renewables and energy efficiency technologies. Within the project framework,
prototypes of the specified generic products were developed by Millennium Bank in Greece and

Cyprus Development Bank in Cyprus.

Further to the specification and packaging of the products, the project also dealt with issues
related to the promotion of these financing products. Specifically, based on the information

identified, an attempt was made to specify a promotion strategy for the identified products.

Last but not least, within FINA-RET, four national workshops were organized and implemented,
e.g. in Austria, Greece, Cyprus and Italy [FINA-RET 2009E]. More specifically, the objective of
these workshops was to validate and communicate the project’s final results, i.e. both the
surveys’ results as well as the financing products specified with representatives of the banking
institutions, policy makers, representatives of the technologies’ industry as well as the

constructions industry.
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3. Small-Scale RET & EET Applications’ Investments

In order to categorize the various technology applications according to their investment features
in each national context, investor’s profile, system size, investment cost, possible subsidies,
payback time, etc. were considered.

FINA-RET developed a methodology to compare a set of RE & EE technologies applications
suitable for households and SMEs. This methodology allows us to select the technologies,
characterize them, taking into account the local energy framework, and compare them from the

perspective of financing engineering.

Methodological steps

i Select a set of
Define technologies on
categorization their maturity
crite

Technology
comparison per:
Country

Types of investors
Initial investment
Payback time

AN RN

investment and
payback time

Figure 3: Methodological Steps

Four high-level criteria were used for the categorization: investor’s profile, risk, initial
investment cost and payback time. The investor’s profile influences the type and size of
technology application. The level of risk is related to the availability and reliability of a
technology. The initial investment cost and payback time are considered as the two key
dimensions to size a financing product, in terms of client targeting, contract amount and
duration.
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Categorization criteria and parameteres

| Key criteria for technology categorization I
]
Investor Investment In|t|a| Payback
profile risk Investment time

4

9 Tech. Energy
5] availability savings /
£ generation
K

5

Q

Operatlng
costs

Gas/elec.
A prices

| Inputs : Country data I

Figure 4: Categorization and criteria Parameters

Concerns raised on the key parameters are summarized as follows:

Technologies at early development stage are considered high-risk investments or addressing
niche markets, with limited interest for financing bodies: technologies are therefore selected

on their maturity.

Two segments are considered with regards to technology applications: the residential sector
on one hand and the commercial and small industrial sector with similar applications on the

other.
Initial investment costs are estimated after incentives depending on the country subsidies.

Payback time estimations take account of the local incentives, energy retail prices and
operational revenues & costs including maintenance with a 6% discount rate. A special
consideration for all technologies generating energy savings, is that the initial energy source
substituted impacts on the economic profitability of the installation (in some countries 1
kWh of gas can cost over 3 times less than 1 kWh of electricity). Those technologies are
assessed twice: in substitution of electricity and in substitution of gas.

The parameters used to assess initial investments’ cost and payback time present some

dispersion in values: the system size and performances vary and the different climates impact

on the energy generation / savings. Minimum and maximum values are therefore considered in

order to get an overview of the whole range of Investment / Payback for each technology and

target.
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In order to better support the methodology, a tool was developed in order to assess
automatically the initial investment after incentive and the payback time according to the

technology’s features in one given national context.

A total of 24 technologies were selected for an assessment on the residential and
commercial/industrial segments. To characterize these technologies, a large set of data has
been gathered by the FINA-RET partners in Austria, Cyprus, France, Greece and Italy. National
market surveys and manufacturers’ information were collected in all 5 countries.

The technology configurations studied took into account the energy sources substituted
(different energy prices between electricity and gas) and the system size related to the target
group (small individual systems or larger collective systems). 24 different RE & EE technologies

configurations were considered:

Renewable and Energy Efficiency Technologies Considered

= Collective solar thermal water heater

- . . " |ndividual solar thermal water heater
(electricity consumption saving / gas

; - electricity consumption savin as
consumption saving) ( A\ P g/g

consumption saving)
= Collective geothermal heat pump (closed

. .
loop systems) Individual geothermal heat pump (closed

loop systems)
= Collective high efficiency air heat pump
® |ndividual high efficiency air heat pump
= Collective biomass boiler
® |ndividual biomass boiler
= Collective condensation gas boiler
® |ndividual condensation gas boiler
= Collective mini/micro cogeneration gas
® |ndividual grid connected PV
= Collective grid connected PV
® |ndividual stand alone PV
= Collective building insulation of envelop
- ) = |nsulation of heating network
(walls and roof) (electricity consumption

saving / gas consumption saving) = Single household insulation of envelop

lIs and roof) (electricit ti
= Collective building efficient windows (wa. s and roof) (elec r_ICI ¥ co'nsump 'on
(double glazed & low-emissivity) (electricity saving / gas consumption saving)

consumption saving / gas consumption = Single household efficient windows (double

saving) glazed & low-emissivity) (electricity

. . consumption savin as consumption
= Collective micro-hydro P g/8 P
saving)
= Collective micro wind turbine
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® Heat recovery system for compressed air

machine (total compressors 1MW)

= High efficiency electrical motors

=  Fluorescent bulbs program collective

The graph below shows the results of the analysis performed on the data collected in Austria. It
also displays the relative positioning of the technologies according to the initial investment after
incentive and the payback time, for the residential target group.

3.1.1. Austria

Austria: RE & EE Technologies for Residential target group

14M
19M

20m

A 2M

22M
A 14m

Initial Investment after incentives (k€)

21

Payback time (years)

As illustrated in the above graph for a given technology, two extreme points are displayed: one
for the minimum values of payback time and initial investment and one for their maximum
values. These two extreme values define a rectangle in the two dimensions of the graph: the

area covered represents the total range of values estimated for one technology.

For instance, as far as a Geothermal heat pump application in Austria is considered, the initial
investment (incentives deduced) amounts from 14.000 up to 30.000 €, with a payback time
varying between 8 and 17 years. This gives an idea on the shape of the possible financial
products to be developed in order to support investment in such technology, in terms of
typology of product, financial amount, rate applied and contract duration.
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35
301 0 e
25 - heat pump - ---- -
20 -

15

Initial Investment after incentives |

|
I
10 +----- |
I
|
I
|
I

Payback time (years)

For a better readability, only the diagonal of the
rectangle of values is displayed.

Austria : RE & EE Technologies for Commercial/Industrial target group

.- —— A A i h

Initial Investment after incentives
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I
:
I

300 +—-————-—"—"—"—""—"—"—"~"—"—"—"—"——- 4= === : **********************
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I
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ﬂ;'ﬁ%‘m’_—&{;—l-‘—/emoﬂer ‘ oA
0 - igh efficiency 125m T ye ;
0 electrical motor 7 12M 14 21

Micro wind turbine
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At this point it should be mentioned that the quality of collected data is a fundamental pre-

requisite for the elaboration of the graphs and tables presented hereunder.
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3.1.2.

100

Cyprus

Cyprus: RE & EE Technologies for Residential target group

19M
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10 1 21M 22M 5m (close P) :
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20m efficient windows :

ass boiler

Initial Investment after incentives (k€)

Payback time (years)

Cyprus: RE & EE Technologies for Commercial/Industrial target
group
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3.1.3. France

France: RE & EE Technologies for Residential target group
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3.14. Greece
Greece: RE & EE Technologies for Residential target group
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3.1.5. ltaly

Italy: RE & EE Technologies for Residential target group
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4. Financing Products for Small-Scale RET & EET Investments:

A Review

Within the last decade, and for some countries like Austria and Switzerland much longer, (i.e.
since 1990) the effort to develop and implement financial programmes, measures, initiatives
and products in order to support the development of the RET and EET market or to increase
their competitiveness and market share (e.g. in the case of private banking) has been

encountered from national, private or European level organizations.

Within the framework of FINA-RET an extensive review of past and on going public and private
financing instruments for RET and EET applications was performed. The outcome of this review
was rather important for the project’s further development since it provided a good
understanding both on financing of small-scale RET and EET, as well as on the characteristics of
RET and EET market.

The review involved 261 financing measures have been reviewed, implemented in 18 European
countries. Among them 105 were public oriented, 149 were private initiatives, while seven were
public-private partnerships.

@ Loans 55%

O Grants 36% \W
B Guarantees 1,5%

O Leasing 1,5%

0O Other Public Measures 6%

@ Public
B Private
B Public/Private

Figure 5: Financing Initiative Reviewed Statistics

In order to ensure the identification and collection of all the information required for the
project’s further development and to make sure that comparison among the various financing
measures would be possible, the review followed a carefully designed and systematic approach.
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While studying the identified financing initiatives emerged some major conclusions and

concerns:

1. The maturity of a market for financing tools for RET and EET applications lays on several
factors. It is often associated to a long term experience regarding this kind of dedicated
financing products (e.g. in Austria dedicated products have been introduced in the ‘90s)
and sometimes it is reflected by a large number of tools available. Nevertheless, data
collected show that the best indicator for the maturity of a dedicated financial market is
its degree of specialization in terms of target technologies and context-specific

customization.

2. The more specialised is a market for financing tools for RET/EET, the better it performs.
This means that dedicated financing products/schemes, in order to be effective, must be
tailored to specific needs (economic rationale and environmental sensitiveness), enclosing
a strong correlation with specific targets (end-users) and be deeply rooted in the legal and

fiscal country-specific context.

3. When a market is mature, and specialized, it is backed by a strong and long term public
attention and concern about environmental and energy-related issues. Public focus on RE
and EE is usually associated with better performing financial markets. Nevertheless,
although the development of a dedicated market can have an impact in increasing public
awareness on RE and EE, public focus and concern commonly serve as an enabler,
triggering and boosting the development of dedicated private financing tools/public

schemes aiming at the diffusion of RET/EET applications.

4, The importance of bottom-up dynamics is also confirmed by the fact that public
intervention, when not integrated into a strong relationship with public attitudes, proves
very ineffective in achieving the development of financing mechanisms for the diffusion of
RET/EET. Collected data revealed that, in each of the countries surveyed, there has been a
public effort in the design of related products/measures. Nevertheless, when such effort
originated from a public initiative alone (sometimes in the aim to conform to
international/EU prescriptions) and was not supplemented with a strong receptiveness
from the public (private individuals and the productive sector), it turned out to be very
weak in achieving the intended goals (e.g. in Italy there are many loans tailored on
expected public incentives. In this way, the borrower would not be supposed to undergo a
drain of funds. This could be a potential success factor for the diffusion of RET/EET,
nevertheless the positive effect is usually thwarted by the unwillingness of the public to
invest without a short-term return and by poor/inaccurate information available for small

consumers).

5. The findings above are not to underestimate the role of the public sector in supporting the

diffusion of RE and EE technologies applications. In the countries where the intervention
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FINANCING SMALL-SCALE RET & EET INVESTMENTS

of public authorities is neither well structured nor rooted in the social and the economic
context and not complemented by similar efforts coming from the public and the private
banking institutions, its impact on the diffusion of RET and EET is weak, if not negligible.
Furthermore, when public intervention is not reflecting country-specific features, and
therefore act in a context lacking receptiveness, it can also have negative effects on the
offer of the private banking system. Specifically, where financial markets are less mature,
an unspecific and untailored intervention from the public sector (e.g. in directly
subsidizing end-beneficiaries) is likely to have a “crowding-out” effect on private actors.
On the contrary, under different circumstances, the public sector proves to be a powerful
enabler for private offer of financing products addressed to investments in RET and EET.
This is well shown in the Netherlands, where the catalysing element for the offer by the
private banking sector of preferential loans lays in tax exemption for interests on savings

being invested in the Greens Funds, which is accessible only for RET/EET investments.

In conclusion, FINA-RET’s review revealed that mature, sound and specialized financial markets
reveal to be able to boost the diffusion of RET and EET by generating sophisticated financing
products built on public supporting initiatives. This major outcome points out the need for
Country-specific, customized solutions, integrating all relevant actors (end-users, public
authorities, private banking institutions) in the development of a set of differentiated and
specialized financing tools, both private and public in nature, which can give rise to mutually
reinforcing synergies for the diffusion of RET/EET applications. In the following table (Table 1) a

few success stories worth mentioning, are presented.
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FINANCING SMALL -SCALE RET & EET INVESTMENTS

Concluding, the following issues should be considered while developing, assessing or reviewing a
financing measure, programme, product or incentive:

. The effectiveness and performance of financing initiatives is subject to the socio-economic

and cultural settings and the degree of awareness of the target groups
. Appropriate Promotion Strategy should be developed Based on Awareness

* Process required for accessing and applying for a financing initiative must be transparent
and simple
. Compatibility and complementarity of public initiatives with private initiatives should be

achieved

. Consistency in the evolution of the legislative and institutional framework as well as of

related measures and incentives is necessary

* Financing measures and initiatives that decrease the investment risk, i.e. guarantees,

feed-in tariff, etc. have a positive impact in the overall market development

* Supportive programmes and incentives addressed to professions and business initiatives
that can facilitate the take-up of the market, i.e. consultancies, ESCOs, construction
companies with integrated services, etc. should be developed

. Stimulation and awareness of the banking sector is required

. Attention should be paid in order to ensure sustainable development of the market and

maximum results in relation to energy savings and energy production output

. Initiatives that create synergies among market stakeholders and promote the overall

market development based on the perception of the public should be designed.

. Banking sector should exploit the business opportunity available in the Energy Services
sector
Copyright Note: © Consortium (2010) 30
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FINANCING SMALL-SCALE RET & EET INVESTMENTS

5. Market Perception On Small-Scale RET & EET Investments

Surveys’ results' on households and SMEs in all five countries reveal that Europeans consider

themselves to have:
= A high degree of environmental concern, and

= Awareness on contemporary energy issues.

With regards to renewables and energy efficiency technologies French and Austrians seems to
be well aware, while, Greeks, Cypriots and Italians they consider themselves aware, their overall
replies reveal confusion with regards to expected costs and benefits from investments on RET
and EET. In general, it can be said that self-perception of respondents is somehow biased by a

substantial impossibility to be dispassionate about themselves.

However it was stressed by the majority of the interviewees, including the representatives of
the construction industry that customized information on specific technologies is needed to
support them taking decisions either for retrofitting of their buildings or for including them in
new constructions. More specifically, they expressed the need to have more than information,
i.e. consultation and decision support, both for identifying the appropriate investment, as well
as for identifying the appropriate way for financing it. This awareness raising action should be a
priority in the policy agenda, both at regional and national level.

With regards to the most trusted sources of information on the technologies and investments
under consideration there was a consensus among all interviewees in all five countries. As
illustrated in figures 6 (Figure 6) and 7 (Figure 7) environmental protection organizations and
scientists consider to be the most trusted sources, while political parties, governments and
journalist the least trusted ones.

! Over 2.000 households in Greece, France and Italy, a 1.020 in Austria and 850 in Cyprus, as well as a
hundred of SMEs in each country, were interviewed. The identification of the interviewees were on a
random basis and the interviews were conducted via telephone using the approach of structured
interviews.
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™ Electricity, Gas & Other Energy Companies

™ The European Union
Energy Management Services Consulting Companies

™ EET/RET Industry
Environmental Protection Organizations
Scientists
AUSTRIA
Figure 6: Most trusted sources of information
Journalists

™ Government

™ Political Parties

80%

60% -

40%

20%
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0%
RANCE ITALY GREECE CYPRUS AUSTRIA

Figure 7: Least trusted sources of information
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In Italy, Greece and Cyprus the socio-economic and cultural settings are quite similar and to a
great extent the way that individuals (i.e. households and SMEs) face the investments of
renewables and energy efficiency technologies in their buildings and production processes is

also quite similar. Some major common aspects that share all three markets are:
= Lack of well designed incentives and measures (public)
= Vague impression on investments’ environmental and economic benefits

= Llack of continuity and consistency on the institutional and legislative framework of

implementing these technologies (no strategy in policy design)

= Complex and bureaucratic application process either for implementing a technology or for
applying for a subsidy or grand

= Lack of cooperation between public and private sector.

Another commonality between Greeks and Italians is that they both do not trust the banking
system of their country, while an important difference of Italy from Greece and Cyprus in that
RET and EET market is better deployed, i.e. all different technologies are available there is a
quite developed network of sales, certification processes have been applied, ESCOs already

exist, etc.

The Austrian market is much more developed than the above described ones. Austria is a
market that public interventions have supported a lot its development. More specifically,
subsidy schemes and grants are available for the majority of the technologies, while there is a
formal certification process on energy efficiency. Furthermore, the State has supported actively
the development of the energy services sector and has invested substantially on awareness.
More specifically, it has realized and implemented, as much as possible the provision of
customized technology specific information to the citizens. Despite the fact that technologies’
market is quite developed the development of private financing sector is limited to loans (not
real preferential ones) that provide the matching funds to subsidies. An argument for this
situation is that although there is a coordination and cooperation between national and local
levels that support the market development all over the country, there is no collaboration
between public and private organization in order to lead to equilibrate market. Actually, an issue
raised is that investments follows the different subsidies available each time, without being a
result of mature decision and design that will lead to the maximum result in terms of cost-
effectiveness and energy sustainability. Another issue highlighted by the analysis in Austria is

2 FINA-RET Consortium, Deliverable D3.3: “Financing Products for Investements on Small-Scale RE and EE
Technologies Applications: A User Requirements Report “, September 2009
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that the oversupply of subsidies and measures leads to the postponement of investments, since

among investors there is a belief that always “something” will be available.

The French market seems to be the most developed one in the sense that all market actors,
including the state, are involved in the development of RET and EET market. The French
government within the last few years has identified and implemented an integrated approach to
support energy sustainability by involving all market actors, including private financing.
Measures and financing schemes provided are designed in a way that synergies between the
state, the private financing sector, the construction industry, the technologies industry and the
consumers are created leading to a win-win environment for all. This approach also support the
development of competition in all market segments leading to products (technologies,
constructions, loans, etc.) that are of interest to the final consumers and to energy security and

environment protection.

A competitive advantage of the approaches implemented both in Austria and France is that the
state support and exemplification they provide lead to a better understanding of the general
public on energy sustainable consumption and production and therefore to a progressive

behavioural change.

Figure 8 that follows, demonstrate the intention to invest and the amount willing to invest of
households in the five countries. As can be easily perceived from the figure, strong incentives
and high awareness make Austrians willing to invest on higher amounts. In the case of France,
the current confusion on the cost of buildings’ retrofitting is reflected in their answers (i.e. the
25% of respondents will invest up to 3.000 euros). The answers of Greeks, Italians and Cypriots
are quite consistent with the description of the market provided above.

With regards to SMEs, as illustrated in the Figure 9, the situation is pretty similar. As concerns
the payback time, the majority of the interviewees compensate the relationship with the size of
investment and the expected benefits. In any case the major issue is the initial amount they are

willing to invest.

The major issues reported from households for not investing are:

= High initial investment cost (for all surveyed countries except from Italy that reported lack

of interest)

= Lack of awareness (except from Austria, France).
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While the major issues for not investing for SMEs are:
= Cyprus: Lack of technology adapted to my case
® France: Lack of funds
=  Greece: Lack of incentives and lack of funds

= |taly: Lack of interest and lack of awareness.

™ FRANCE
™ ITALY

1 GREECE
™ AUSTRIA
m CYPRUS

GREECE

I
<1.000€ I
1.001€- oo

3.000€ 5.001€ - o01€ -
5000 ;0006 10.001€ -

10.000€ >15.001€
15.000€

Figure 8: Households: Intention to invest — Amount to be invested

AUSTRIA
= FRANCE

= ITALY

1 GREECE
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<3.000€

FRANCE

5.001€ - 10.000¢
10.001€ - 15.000¢
>50.001€

=]
=1
|
w
¥
8
I
4

20.001€ - 50.000¢

Figure 9: SMEs: Intention to invest — Amount to be invested
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With regards to the importance of the loan features, as this has succumbed from the synthesis
and validation of the results, it may be stated that households besides to interest rate, also
consider rather important the loan’s flexibility and the link between the loan features and the
expected outcomes of the investment (see Table 2 below). The more aware a market is on the
expected costs and benefits of RET and EET application the higher is the importance given to the

linkage of the loan with the outcome of the investment (i.e. specialized loans).

Table 2: Households - Prioritization of loan features

Loan Feature Priority in terms of Importance

Austria (1st)
Cyprus (1st)
1. Interest rate France (1st)
Greece (1st)

Italy (1st)

Austria (2nd)

2. Flexibility (i.e. in terms of its France (3rd)

characteristics) Greece (3rd)
Italy (2nd)

3. Link of the level of instalments with Austria (3rd)
the energy savings attained from Cyprus (2nd)

the RET/EET investment (including
any payments received from feed-in France (2nd)

tariffs) Iltaly (3rd)

Cyprus (3rd)
4. Longer repayment period

Greece (2nd)

In the case of SMEs and due to the fact that they are more familiar with borrowing procedures
and given that energy savings are directly involved with reduction of their production and/or
operational cost, the priority in terms of the loans features, further to interest rate, are different
to those of households as illustrated in the table (Table 3) that follows. More specifically, they
pay more attention on the specialization of the loan to the investment characteristics (SMEs

have a better understanding of the risk foreseen from the investment).
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Table 3: SMEs - Prioritization of loan features

Loan Feature Priority in terms of Importance

Austria (1st)

Cyprus (1st)
1. Interest rate France (1st)
Greece (1st)

Italy (1st)

2. Link of the level of instalments with

the energy savings attained from the Austria (2nd)

RET/EET investment (including any Cyprus (2nd)
pay'/ments received from feed-in France (2nd)
tariffs)

3. Flexibility (i.e. in terms of its Austria (3rd)
characteristics) Greece (2nd)

France (3rd)
4. Quick response
Italy (2nd)

Cyprus (3rd)
5. Longer repayment period Greece (3rd)

Italy (3rd)

Although the ease of access and application was not assigned with a high importance, in all
countries surveyed it was mentioned as a failure and deterrent factor from borrowing in order

to invest.

Given the overall answers provided by the interviewees the following issues considered of
paramount importance while designing a loan for financing RET and EET investment or while
designing a subsidy or a grant for RET and EET investment:

1. Capitalize on any available public initiative or design public initiatives that will give

ground to the development competitive financing products by the private sector

2. Focus as much as possible to a specific technology in order to capitalize to its

expected results

3. Consider the characteristics of the specific target group and design an application

process as easy as possible.
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In Table 4 that follows an attempt was made to present the analysis and synthesis performed so
far in an ease to understand and use manner. The table provides in brief the issues that should
be considered in developing and promoting a financing product addressing RET and EET

investments within different markets.

Copyright Note: © Consortium (2010) 38
This document has been prepared partly under the contract obligations of the

Project FINA-RET awarded by the IEE Programme and partly as a component of

the basic quality programme of the BPM S.A.



6€

V'S INdg 8y} Jo swweiboid Ayenb aiseq

8y} Jo Jusuodwod e se Ajued pue 33) ayy Aq papieme | IH-YNI4 198l01d ays Jo suonebijqo 1oenuod ay; Japun Ajued pasedaid usaq sey uswnoop sy

(0107) WwnnJIosuo)) @ 330N srskdo)

apew Ajjenioe jou aney
1eY1 1594 9Y3 WoJy jueq
a1 pue 1onpoud ay1
AJIs1anIp 03 S 39)Jew

SIY} Ul ul=ouod ay |

pa109dxa ay3 uo pue 03 pajejal s

11 1YY SSAIIUSIUT JBY30 pue Sjuess

‘SaIpIsqns SullSIXa ay]l Uo J13119q

3z1jended 03 sapinoad 3 Ajoeded
3y} UO SN0y p|noys :aSessa]

JO |9A3] 9yl USIMISQ d3equl| =
‘SWIal 9|qIXal} =
‘91eJ 1S9491Ul 9AI}19dWOD =

:yum s1onpoud Suppueuly

pazijenads AUy ‘SAEAOUU|

"S9AIIUDUI pue
SawaYds ApIsgns |BJDASS JO 32UDISIXT
‘(239 ‘sse20.d uol1ed1y11ad
‘syueljnsuod pazijenads ASiauad
‘a)ge|iene saidojouyday ||e ‘9°1) 403035
133 pue 13y ay3 jo uswAhoidap ||n4

"syueq ajenld wody
syonpoud Sujpueuly ul
d|qejieae uoniadwod

3y3 Sl 19yJew siy}

ul uJasuod Jofew ay]|

"AJISnpuj uo13dNJISUOD 1
siapinoad ASojouyaal ‘suolieldosse
,S4ownsuod y3noayi ‘Audiignd jo 10|

B U1IM 103JIp :S|duueyd uojjowo.d

‘SJ/ownsuod

JO uoneIdOSSe ue Jo uolleziuesio

yoJeasal pajejal ASiaua
ue Jo DHN Ue Jo aAleuasaIdal
e :uos4ad uSiedwed Ad)

“jueq ay3 jo
9|1J01d 9|qeuleIsns A[JUa1SISu0d 2y}

uo Ajgissod pue 19npoad Supueur;

3U3 JO So8ejuBApE 9A[IFdWO)
3yl UO SN0} p|noys :aSessa]

s3uipasdoud uonedjdde Ases w
‘syyauaq
pa323dxa 9y} puUB JUSWISIAUI
ay3 jo yoeq-Aed ayy yum poiad
yoeqg-Aed sy} pue jJusw|eisul

JO |9A3] 9y} U9IMISQ 93 )ul| =

‘SWIal 9|qIXal} =

‘91e4 352J493U] 9AI}IIRAWOD

MM sonpoud Supueuly

pazijenads AUy ‘SAEAOUU|

‘pawaouisiw
S95ED U1e1JD U] 19A S101S9AUL diemy
‘yoeosdde -anineaouu] ‘palesdajul ue
01 3uipes| — 401235 2l|gqnd pue d1eAld
udaM13q uol1esadood pue sa1843UAS
"10309s

91eAnd ay3 Aq paJsayso syonpoud
Suioueuly |eISASS JO 3IUDISIXT
"S9AI3UdDUI pue

SawaYds ApIsgns |BJDASS JO 32UDISIXT
*(*239 ‘ssao0ud uol3ed141343d

‘sjuey nsuod pazijeldads ASisaud
‘d|ge|ieAe sai3ojouydal ||e "a°1) J03I3S
133 pue 134 3y jo JuswAoldap ||y

Sjuswuwio)

sonsideIRY)
yoeoaddy uonowoud

sansiIvRIRY) S}INPOI Suldueuly

soinqglile @ sdiisiialoeleyd 19)4e|n

Ss}oyjewl

JUDJIBHIP UIYHM SIUdWISAAUL 137 *8 13y Suissaippe 1onpoud Supueuly e Sunowoud pue Suidojanap ul pa1apisuod aq 03 sanss| Jueliodwi ISO t 3|qeL

SIN3LSIAN| 133 ' 13 FTVOS- TIVINS ONIONVNIH




ov

V'S INdg 8y} Jo swweiboid Aufenb oiseq sy} jo Jusuodwiod
e se Ajued pue swweibold 33 8y} Aq pepieme 1 34-YNI4 109[0id 8y} jo suonebiqo 1oe5u0d sy} Jepun Ajed paedsid useq sey JuswINoOp Syl

(0107) WwnnJIosuo)) @ 330N srskdo)

j11404d |euoiseddo
1sn[ jo uoissaidwii

3Y3 dAIS J0U ||IM

pue A3ajeuys ,uaausg,
a11s1j0Y e apinod [|im
1ey3 A3a3e41s ||e4an0

ue jJo Juswdojanap

9y3 uo Ajjeniui snooy
19y4ew syl Sulaiua
Suapisuod suoiiniiisul
Supueuly sy

1ey3 jueypodwi AJaA sy

‘'SJownsuod

1O UOIBIDO0SSE Uk Jo UoezIuesio

UoJeasal paiejal ASiaus
ue Jo QDN Ue Jo anlleluasaldal

e :uos4ad uSiedwed Ady

‘(3snJ1 @1e3u2) epuase

USPPIY OU STaJa0] 1ey1 108} 8Y)
pue 03 paje|ad sI 3 18y} SIARUSIU]

J9Y30 pue sjueds 'salpisqns

guI1SIXa a3 uo Ja11aq azljeyded

01 SopinoJd 31 A&lpeded ay;

‘35 Jod 1USWISaAUT 9U3 JO S1ijauaq

3U1 U0 sndoj pjnoys :a8essa

"S9AIIUUI pue saIpIsgns
d[ge|leA. YHM UOIIR[9JI0D
‘s3uipaasoud uonesyjdde jJo Asea
‘syyauaq
Pa323dxa 9y} puUB JUSWISIAUI
3y} jo yoeqg-Aed ayi yum poisad
yoeqg-Aed ayl pue Jusw|eisul
JO |9A3] 9yl USIMISQ d3eul| =
‘SWJID1 3|qIXS} =
‘9384 359493U1 9AIIDAWOD  u

:yum s1onpoud Supueuly pazijenads

"S101SIAUI JO SSBUDIEME JO YIeT
*10309s 33eAld pue

211gnd uaamiaq uoilesadood Jo e
*10309s 91eAld ay3

wouy syonpoud Supueuly Jo 3dUISIXT

"S3AI3UDIU| pue

SawaYds ApIsgns [BJaA3S JO 90UDISIXT
‘(2318 ‘ssad0ud

UOoI1ed1411492 “Sue}NSuU0d pazijedads

A3Jau3 ‘a|qe|ieAe saiSojouydal

|e *3°1) 40303s 133 pue 13y 3y}

10 |an3] AJojoeysiies e 03 JuswAoldag

‘A3a3e43s

L,uaaJd, onsijoy

e Suipioddns pue
8uip|ing u1 Juswisanul
J13eW)SAS asow

e UO SNJ0J 0} Y1Jom
9g Aew 3| "J10329S SIy3}

J9jua 03 ydwaie Aue

"AJ3snpul uoi3aNJIIsSuUod 1§ siapinoid
A3ojouyd91 y3nouys ‘Adignd jo 10|
e 1M 12341p :S|auueyd uoijowo.id

‘SJ/ownsuod

JO uoneIdOSSe ue Jo uolleziuesio

UdJessal pajejal Agiaus
ue Jo DHN Ue Jo aAleuasaIdal
e :uos4ad uSiedwed Ady

‘JuswilsaAul 8yl woJdj siljauaq

"S3AIJUDIUI puE S3IPISqNS
9|ge|leAB YHM UO[}R|9JI0D =
‘s8uipaadoud uonesjjdde jo Asea
‘syyauaq
pa309dxa 3y} pue JUSWISIAUI
9y} jo yoeq-Aed ay3 yum poisad

yoeqg-Aed ayl pue Jusw|eisul

*10123s d3eAld sy} woly
s3onpoud Suiueuly Jo 42440 palwWI]

‘'S10]SoAUl alemy

*JusawuJIanos
|ed0| pue |euoi3ad ‘|euoileu
udaM13q uol1esadood pue sa1843UAS

Sjuswuwio)

sanslveIRY)
yoeoaddy uonowoud

sansiIvRIRY) S}INPOI Suldueuly

soinqgiile @ sdiisiaalodeleyd 19)4e|n

SINIWLSIAN] 133 B 134 FJTVIS-TTVINS ONIDONVNI4




147

V'S INdg 8y} Jo swweiboid Aufenb oiseq sy} jo Jusuodwiod
e se Ajued pue swweibold 33 8y} Aq pepieme 1 34-YNI4 109[0id 8y} jo suonebiqo 1oe5u0d sy} Jepun Ajed paedsid useq sey JuswINoOp Syl

(0107) WwnnJIosuo)) @ 330N srskdo)

Sumueuly ays

1ey3 jueysodwi AJaA s 3

‘9S Jad JuawilSaAul ay] JO S1jauaq

31 UO SN0y p|noys :agessa]

‘91e4 159491Ul1 9ANNIIBAWOD «

:y3m s3onpoud Supueuyy pazifenads

pazijenads Aiaua ‘S|qe|ieae
sa18ojouydal ||e "9°1) 40393s |33
pue ]3Y ay3 jo JuswAojdap paywi]

j11404d |euoiseddo
1sn[ jo uoissaidwii

9Y3 9AI3 10U ||IM

pue A8a1e43s ,uaaig,
a13s1j0Yy,, e 3pinoad [Im
1ey3 A3a3e41s ||e4an0
ue jJo Juswdojanap
9y3 uo Ajjeniul sndoy
19y4ew syl Sulaiua
Sulapisuod suoilniisul
Sumueuly ays

1ey3 Jueysodwi AJaA s 3

'sJapinoad
A3ojouyda3 y8nouys ‘Aid1gnd jo 10|
B Y1IM 10341p :S|auueyd uoljowo.d

‘SJ/ownsuod

JO uoneIdOSSe ue Jo uolleziuesio

oJessal paleal AsIaus
ue Jo QDN Ue Jo aAleluasaldal

e :uos4ad uSiedwed Ad))

‘(3sn41 91e340) EPUITE

USPPIY OU ST 21343 18y 3984 3y}
pue 03 paie|ad sI 3 1By} SIARUSIU]

J3Y30 pue sjueis 'salpisqns

S8UI1SIX3 33 Uo J311aq azljeyided

0] sapinoJd 11 Ajideded aya

‘35 Jod JUSWISIAUT 93 JO S3JoUdq
31 UO SN0y p|noys :a8essa]

"SDAIIUIUI pUe S3IPISqNS
d[ge|leAe YHM UOIIe[9JI0D =
‘s8uipaadoud uonedidde Asea
‘sujauaq
Pa323dxa 9y} puUB JUSWISIAUI
9y} jo yoeqg-Aed ay3 yum poisad
yoeqg-Aed ayl pue Jusw|eisul
JO |9A3] 9y} U9DIMISQ 93 )Ul| =
‘Swial 9|qIXal} =
‘91e4 159491Ul SAIIDAWOD  u

:yum s1onpoud Supueuly pazijenads

*S101S9AUl JO SSauaJleMe JO HoeT

*JuswuJIanos

|ed0| pue |euoi3ad ‘|euoileu

U39M13(q pue 10123s a1eAldd pue
211qnd usamiaq uol3esadood Jo e
*10109s 91eAld ayy

wouy} s3onpoJd 3upueuly Jo 33Ud3SIX]

"sawayds Apisgns paliwi| JO 9dUISIX]

(032
‘s$920.4d UOI1BDI}I1DI ‘SIUBINSUOD
pazijedads A34aua ‘a|ge|leAe
sa18ojouydal ||e 31) 403123S 133
pue |34 ay3 jo JuswAo|dap paywi]

‘sJapinoad
A3ojouyda3 y8nouys ‘Ad1gnd jo 10|

B U1IM 103JIp :S|duueyd uoljowo.d

Sjuswuwio)

sanslveIRY)
yoeoaddy uonowoud

sansiIvRIRY) S}INPOI Suldueuly

soinqgiile @ sdiisiaalodeleyd 19)4e|n

SINIWLSIAN] 133 B 134 FJTVIS-TTVINS ONIDONVNI4




[47

V'S INdg 8y} Jo swweiboid Aufenb oiseq sy} jo Jusuodwiod
e se Ajued pue swweibold 33 8y} Aq pepieme 1 34-YNI4 109[0id 8y} jo suonebiqo 1oe5u0d sy} Jepun Ajed paedsid useq sey JuswINoOp Syl

(0107) WwnnJIosuo)) @ 330N srskdo)

j31J04d |eUOISEID0
1sn[ jo uoissaidwii
9Y3 9AI3 10U ||IM

pue A8a1e43s ,uaaig,
anstjoy e apiaoad [im
1eyl A3a3eu1s ||esano
ue Jo Juswdo|anap
9y1 uo Ajjenui snooy
“19Jew siyl Sullud

8uLIapIsuod suoiIN}Isul

‘siapinoad
A3ojouyda3 y8nouys ‘Aid1gnd jo 10|
B U1IM 102.Ip :S|2uueyd uoljowo.d

‘'SJownsuod

JO UOIleIdOSSE Ue JO Uolleziuesio

UdJessaJ pajejal Agiaus
ue Jo DHN Ue Jo aAleluasaIdal
e :uos4ad uSiedwed Ad)

"0} pa1e|ad S| 3 18y} S9ARUSOUI

J9Y30 pue sjuels 'salpisqns

guI1SIXa a3 uo Ja11aq azljeyided

01 sopinoJd 3 Aoeded ayl

"SDAIIUIUI pUB S3IPISqNS
9[ge|IeAB YHIM UOIIR|94J0D
‘s3uipaasoud uonesydde jo Asea
‘syyauaq

pa3109dxa ay3 pue JUSWISIAUI
9y} jo yoeq-Aed ay3 yum poisad
oeq-Aed ayj pue Juswieisul

1O |9A3] 8Y1 U3aIM1SQ 33Ul

‘swa} 3|qIX3)4

'S101S9AUl JO SSauaJleMme JO Hoe

*JuswuJIanos

|ed0| pue |euoi3ad ‘|euoileu
U99M13q pue J03I3s djeAld pue
211qnd usamiaq uol3esadood Jo e
*10329S 31eAld 9Y3} wod4

9|ge|ieae synpoJd Supueuly paywi]

'sawayas Apisqns Jo 32Ua1sIX]
.A.UHO
‘ss9204d UOI1ED1}1143D ‘SIUBYNSUOD

Sjuswuwio)

sanslveIRY)
yoeoaddy uonowoud

sansiIvRIRY) S}INPOI Suldueuly

soinqgiile @ sdiisiaalodeleyd 19)4e|n

SINIWLSIAN] 133 B 134 FJTVIS-TTVINS ONIDONVNI4




FINANCING SMALL -SCALE RET & EET INVESTMENTS

Further to the surveys on households and SMEs, qualitative surveys were performed in all five
countries on construction industry, technologies industry and policy makers®. In these interviews
the results of the previously performed surveys were discussed and enhanced with the thoughts
and concerns of the interviewees.

Starting from the construction industry the major comment/concerns expressed in all countries
is that for new constructions and especially dwellings, the introduction of RET and EET increase
substantially the final value of the product and decrease the profit margins of the constructors,
since high competition and the economic crisis do not allow for an increase in the price of the
final product. In particular, in Italy it came out that construction industry is forced NOT to
include any EET in their buildings, as the competition they are facing is exclusively set on price.
Furthermore, it was explained by engineers that the implementation of technologies related to
efficiency and energy savings requires the systematic involvement of different categories of
installers. This emerging situation for construction industry is called systematic innovation that
requires trained staff on new technologies and a different philosophy of constructing, to which
construction industry has a rather laggard behaviour.

It could be interested and supportive in order to mobilize construction industry if:
1. the appropriate legislative and regulatory framework will be in place, and
2. the state will try to incentivize the adoption of EET by subsidizing not the final

demand (as most of subsidies directly translate into price differentials for
technologies), but the supply side (i.e. the constructors).

An issue raised by constructions is that the technologies’ industry has not been very responsive

to their request for training nor has it attempted systematically to inform them on technologies.

Technologies’ industry actors expressed different concerns depending on the type of technology
they are in and the characteristics of the market they are based. More specifically, a major issue

raised by technology providers and installers in Greece and Cyprus was that:

* With regards to construction and technologies industry around ten interviews per group has been
performed in each consortium member- country through face to face interviews. The number of policy
makers varies between countries since it is related to the structure of the market and the capacity of the
consortium organization to access them. All market actors were interviewed based on the semi-structured

interview method.
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FINANCING SMALL-SCALE RET & EET INVESTMENTS

» effort should be placed from the state to provide subsidies and awareness in a uniform way
among different technologies so that the development of the market to be also uniform and

sustainable.
Austrians expressed two more concerns that worth mentioning i.e.

» an enhancement and adjustment of the overall legislation governing the buildings should

take place in order to make investments on their retrofitting meaningful.
» Public measures may have an adverb impact on market sustainable development.

Last but very important comment that is fully supported from all stakeholder groups

interviewed is that the major problem with energy related technologies is the fragmentation of

the legislative and regulatory framework that makes investors reluctant to invest and businesses

reluctant to enter to Market.

With regards to the cooperation between market actors and the role of private financing in the
development of RET and EET market, both industries expressed the necessity that banking
sector enter the market. Living in a period that a lot of expectations have been reposed on
“Green Development” it has been considered inconsistency by the interviewees on the overall
discussion “climate” that banks hesitate to enter green development or have not been
“convinced” by governments to enter the sector. With respect to that, it is worth studying the
example of France, in the sense that government managed with “Grenelle de I’environment”
the problem of sustainability along with the problem of supporting economy to make it a

problem of everybody.

Constructions and technologies foreseen an alliance with the banking sector that will lead to:
& A wider supply of financing products (regarding social houses for instance)
©  Simplified borrowing procedures

& Financing products with flexible terms (i.e. floating rate linked to energy prices) and a
direct relationship with the expected benefits of the investment.

Interviews to Policy makers confirmed several of the concerns and opinions expressed by
potential investors and market actors and to a certain extent provided explanations on the

current status of the surveyed markets.

Austrian policy makers explained that the government has viewed subsidies and incentives as a
rewarding mechanism for those investing on RET and EET and not as the main motive to invest.

To this respect their main concern was not to build synergies with other market actors but

Copyright Note: © Consortium (2010) 44
This document has been prepared partly under the contract obligations of the

Project FINA-RET awarded by the IEE Programme and partly as a component of

the basic quality programme of the BPM S.A.



FINANCING SMALL-SCALE RET & EET INVESTMENTS

rather to aware the public and convince it to invest. The rest would be calibrated by the
market’s dynamics. Furthermore, given the culture and the socio-economic settings in Austria,

emphasis was placed in implementing measures and incentives in cooperation with regional and

local governments in order to ensure maximum recruitment and monitoring of investors.

In France policy makers focused on increasing trust to investors and to the market therefore
they implemented policies that decrease risk of investments by sharing it between state, banks,

market and investors and seek to involve private sector and market actors in order to ensure

good design of acceptable financing products (public-private) and smooth implementation.

The importance of strengthening the legal framework through the enhancement of the building

code to include energy related technologies and to establish and enforce monitoring and

certification procedures considers being very important from the majority of policy makers in

order to enhance the awareness on the necessity of the application of these technologies in
buildings. Yet, there are several difficulties at the institutional level in implementing this process
as well as in progressive implementation of EU directives.

Exemplification through the development of public buildings and high quality installations is also

considered an effective mean of demonstrating the capacity of these technologies and in this
way increase their acceptance and the size and number of investments on them.

Closing this section, a common statement expressed by all interviewees on policy level is that
education of public should be the main way to RET and EET investment and that a_successful

market take-off requires a good mix of legislation (directives), grants, tax reduction and

awareness raising.
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6. Specifying Financing Products Supporting Small-Scale RET &

EET Investments

The analysis of the characteristics and the environment within which small-scale investments on
RET and EET take place, led to some meaningful conclusions with regards to the financing
institutions involved in their financing [FINA-RET 2008A, FINA-RET 2008B, FINA-RET 2009C].

More specifically:

1. Substantial investment is required on behalf of a commercial financial institution in order
to acquire the appropriate level of know-how to develop and cost-effectively promote
loans addressing to small-scale investment on RET and EET applications.

2. The characteristics of a loan for small-scale RET and EET investments are highly depended
on the socio-economic, political and cultural settings governing both the RET and EET

market, as well as the financial sector market.

3. Considering the fact that in several EU countries RET and EET market is emerging, the
characteristics of a loan addressing to these investments should be such as to create

demand for these investments, in order to be successful.

4, The majority of success stories in RET and EET private financing are preferential loan-
terms designed along the side of public measures, subsidies, grants and tax incentives.

5. The more specialized to a specific technology a loan is, the better linkage exists between
the loan attributes and the costs and benefits deriving from the investment. However,
when the market is not adequately developed the specialization of financing products is

not feasible.

Considering the above and the information identified within the project, a structured
methodological approach has been developed, the objective of which is to support the
specification of financing products, and loans in particular, addressing to small-scale
investments of RET and EET. It is actually a template, which can be field and used following the

steps provided above:

1. All RET and EET technologies are considered appropriate for small-scale applications on
SMEs and households. These technologies are identified with a unique code with each
technology occupying a specific row in the template. Table 5 and Table 6 below give us an
idea of how these technologies are identified. Each technology is first categorized as

either EET or RET and, if as RET, then is further categorized as either Renewable Heat

Copyright Note: © Consortium (2010)
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Generation or Renewable Electricity Generation. Other parameters that relate to each

identified technology are the following:

a.

b.

J-

k.

Target group (households (R), SMEs (C/1)).

Whether the technology is available in the country under consideration and
whether maintenance support is available using the following designations: E =

Easily available, M = Moderately available, N = Not easily available.

Range in Kw or m? of typical Average System Size respectively for solar thermal or
surface of the building for insulation/windows for the minimum and maximum

system configurations.

Range of initial investment (in euro) for the minimum and maximum system

configurations.
Range of maintenance cost for the minimum and maximum system configurations.

Total Financial Incentives including subsidies & tax breaks (in € or in % of investment
cost).

Feed-In Tariffs (for grid connected electricity only).

Initial Investment after Incentives (€) for the minimum configuration.
Pay-back Period (yrs) for the minimum configuration.

Initial Investment after Incentives (€) for the maximum configuration.

Pay-back Period (yrs) for the maximum configuration.

2. Technologies identified by a financial institution as N (not easily available) are then

rejected for further analysis. Information on each technology for all countries participating

in the FINARET consortium, (e.g. Austria, France, Cyprus, Greece and ltaly) is available
[FINA-RET 2008A].

3. The template is then expanded significantly to accommodate Financing Products

Parameters. All possible parameters that could be used in devising generic financing

products have been identified as follows:

a.

b.

Copyright Note: © Consortium (2010)
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Loan Type (fixed term; revolving),

Collateral Type (mortgage; personal guarantees; fixed charge on equipment; floating

charge on company assets; contract proceeds assighment),
Beneficiary (household; SME),

Currency (Euro; other currency),

Percentage of Investment to be Financed,

Minimum Loan Amount,

Maximum Loan Amount,
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p.
qg.

Interest Rate (Fixed vs Floating),

Interest Rate Basis (Euribor vs ECB Refinancing Rate vs Bank Base Rate),
Interest Rate Margin,

Loan Repayment Schedule (Monthly or Quarterly or Semi-annual Repayment),
Grace Period (Yes /No ; if yes, how long),

Early Prepayment possibility (Full or partial early repayment allowed; whenever or

after a specific period; with or without penalty),

Repayment Type (Equal instalments or Annuity (if fixed interest rate)),
Repayment Amount (Whether to be Linked to Savings and / or Grants)
Tenor,

Side Offers (e.g. pre-approved credit card facility etc).

Table 5 below (i.e.2/2 part of Table 5), displays the section of the template built upon the above

financing product’s generic properties.

4, To determine which financing product attributes would benefit the potential borrower the

most, the importance allocated by the potential investors are input in the above section of

the template [FINA-RET 2009B]. The identification of this piece of information requires a

field research, however for the five consortium countries it is available within the
respective report (i.e. FINA-RET 2009B). The table below (Table 7) demonstrates how this

task was accomplished for the case of Cyprus.

5. Once the above information has been collated, the following step is to determine the

specific financing product’s characteristics. With respect to these, the user of the

template can follow the guidelines below:

a.

Copyright Note: © Consortium (2010)

Apply Bank policy as per minimum and maximum loan amounts. Often banks would
be unwilling to extend financing for very small amounts due to administrative
burden. So technologies with very small investments would not be suited for

financing through traditional financing schemes.

Apply Bank policy as regards to tenor of the proposed financing. For example, a
bank may be unwilling to extend financing for technologies with very long payback
periods, as these periods would exceed normal banking time limits for lending
facilities. On the other hand, a bank could make a loan attractive if it were to

provide such financing with a tenor that exceeds the estimated payback period.

Banks would be encouraging borrowers to apply for government grant to partially
prepay loan and therefore shorten a loan’s time to maturity. With this respect,
Banks would be willing to offer borrowers incentives to partially prepay loans, once

public grants are obtained.
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d. An attractive financing scheme should most likely need to provide a grace period to
enable borrowers to install the technology, go through the necessary motions with
the appropriate authorities for applying for governmental guarantee or other

incentives.

e. Ignore all technologies for which little financial information is available and thus no

net investment and payback periods could be estimated.

f. Apply Bank policy with regards to collateral. It is likely that financing products for
technologies that relate to the building itself rather than to the installation of
systems would be more amenable to mortgage, while financing products for

systems could be more suited to fixed charge on the installed system.

Further to the above guidance and the potential provided by this template to gather all required
pieces of information in a systematic way (in order to ensure identification of all different
alternative feasible loans and provide preferential loan-terms) banking institutions should
capitalize in any possible way so as to share investment risk with the rest market actors. To
achieve this, one of the following could take place: (i) use public subsidies and incentives as
collateral to the loan, (ii) implementation of alliances with technology providers in a way that it
will limit banks’ risk, (iii) implement a broader green strategy that will allow synergies between
different product lines, i.e. develop green investment funds, development of large energy

projects, involvement in ESCOs scheme, provision of consultation to investors, etc.
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FINANCING SMALL -SCALE RET & EET INVESTMENTS

7. Promoting Financing Products Addressing To Energy

Technologies’ Investment

7.1. STATE OF PRACTICE IN PROMOTING FINANCING PRODUCTS FOR SMALL-SCALE
ENERGY RELATED INVESTMENTS: A REVIEW RESULT

Within FINA-RET [FINA-RET 2008B] over a 100 loans addressing to energy related investments,
in seventeen European countries, have been reviewed. Among these financial products there
are several success stories and a large number of less successful ones. It must be mentioned,
before any further discussion, that the success of a financial product offered by a commercial
bank is, to a great extent, subject to the degree of development of the RET and EET market and
the ability provided by the existing subsidies, grants or other local or national financing

programmes and initiatives in order for the financial product to capitalize on them.

In markets with a low degree of development, the banks have to undertake the task to increase
awareness on RET and EET and through it promote the capacity they provide to potential
investors for financing. This requires an extra investment cost for banks that have: (i) to enhance
the know-how of their staff on technologies’ issues (i.e. expected benefits and costs if investing
on them) and (ii) to organize a more advanced promotion campaign. The difficulty in this case is

that banks undertake the task with the rest of the market’s actors to create the market!

Several attempts of banks in Greece, Italy and Cyprus to provide loans for RET and EET
investments have failed for reasons other than the loan characteristics themselves or the cost-

effectiveness of the investments. Some major ones are:

1. The message of the promotion strategy was mainly “..we sell a good loan” rather than
“....to save energy cost invest on technology X, we can provide you financing...”, so people

show little if at all interest.

2. There was no special training of the staff that sell these loans. They could only provide
information regarding the loan terms without correlating them with the expectations from
the investment. As mentioned in the literature review, one of the most important sales
channels through which customers can build loyalty, when it comes to complex or “newly”
developed products, are the sales people with whom they interact. As a result, the lack of
well-trained and knowledgeable sales personnel capable of proposing customized
solutions revealed to be one of the most important deterrent factors which may lead to

the unsuccessful launch and promotion of “green” loans.

Copyright Note: © Consortium (2010)

This document has been prepared partly under the contract obligations of the
Project FINA-RET awarded by the IEE and partly as a component of the basic
quality programme of the BPM S.A.

54



FINANCING SMALL-SCALE RET & EET INVESTMENTS

3. There was a lack of cooperation with the rest of the market actors and mainly
construction industry and RET and EET industry. Although they have tried to acquire
knowledge they didn’t actually digest it, leading to the development of technology specific
loans that could be promoted appropriately through technology providers and technology

intermediary users, channels.
4, Ignorance of institutional and technical barriers to invest.

5. Lack of correlation of the loans’ promotion to the available governmental measures and
initiatives, for the case of Italy and Cyprus.

A general comment that can be raised is that the majority of the reviewed banks besides
designing specific loan products addressing to energy related investments, have not attempted
to implement a more holistic approach while developing their green identity. Express it
differently, they have not tried to implement the “green flavour” in the rest of their products,
i.e. mortgages, investment funds, etc. that will create trust to the public. We should mention
here that the degree of distrust to the banking system, as it derived from the surveys performed
within FINA-RET, is very high.

In the case of markets that have been greatly supported by national programmes and initiatives
and where the degree of awareness of the public is high, the business opportunity for the
banking sector has been already created and, therefore, the effort required on its behalf is less
than in the above described case. The loans reviewed in France, Switzerland, Austria, Germany
and the Netherlands, demonstrated a high degree of success, partly due to the overall socio-
economic activities and market development and partly due to the specific characteristics of the
loans per se and of their promotion approach. More specifically, some success factors that
derived from the review can be summarized as follows [FINA-RET 2008B]:

1. Loans highly specialized to the different technologies, in order to provide the opportunity
for both the bank and the investor to capitalize the most from the expected benefits. This

is part of the message used in the promotion campaign.

2. Alliances with actors (i.e. government, technologies, constructions, etc.) and

implementation of a joint promotion campaign.

3. Most possible capitalization of any existing national or local measure or incentive
supporting RET and EET technologies application. The available measures and incentives
can be used either as a collateral, or can be even part of the whole product (i.e. subsidized
interest rate), or even the loan can be the facilitator for an individual to take the

opportunity provided by the measures and incentives, i.e. provision of matching funds. In
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any case the correlation between the loan and the incentives should be clear in the

promotion of the loan since, in most cases, it is the catalyst for its success.

4, Well trained staff, capable to answer to the majority of questions and issues raised by the

customers.

5. Combine the loan, if possible, with for instance the provision of energy certifications

rather than with other financial services.
6. Accessibility and easy application proceedings.

7. Networking and promotion through independent mechanisms and organizations coming
from consumers or research groups in order to increase the publicity and acceptance of

the loan.

Further to the above, it's worth mentioning the impact of competition both on loan
characteristics, as well as on promotion strategy characteristics and on the available channels
for communicating information about the loans. A success story is the initiative of Eco-Pret in
France that provides the results of a benchmarking among available green loans that is

performed by an independent consumers’ organization named Testerpourvous.com.

As it becomes apparent in both cases described above, success of a green loan product is
subject to several issues some of which are out of control of any promotional approach.
However, an issue of no doubt is that the creation of synergies and the cooperation among

actors can, to a great extent ensure the success of a loan.

7.2. INDIVIDUALS PERCEPTION ON SMALL-SCALE ENERGY RELATED INVESTMENTS AND

THEIR FINANCING: A SURVEY RESULT

The surveys performed to households and SMEs in Austria, France, Cyprus, Greece and ltaly
consider also the identification of information on issues related to the promotion of financing
products and loans in particular addressing to small-scale investments in renewables and energy
efficiency technologies [FINA-RET 2009C]. Elaborating further this information, specific

conclusions have been identified regarding the following issues:
1. The content of the promotional message;

2. The key person of the promotion campaign (who will transfer the promotional

message to the public);
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3. The promotion channels that should be used (how the promotional message is best

transmitted to the potential investors);

4, Special issues to be considered (i.e. investors’ perception about financial products,
effort needed in order to persuade for the necessity of the investments in RET/EET,

etc.).

7.2.1. The promotional message

Regarding the content of the promotional message, it must be noted that special attention must
be paid while deciding what exactly should be stressed and consequently with what would a
financing institution manage to attract investors. As mentioned above, it is really crucial for the
success of a promotion strategy but also for the general development of the financing product,
to manage to add significance and tangibility to the product. In addition, it must be made clear
that it is not enough just to name a financial product “Green” in order to add significance to it.
Generally promotional appeals are broken into two categories: rational and emotional. Some

examples are provided in the following table (Table 9).

Table 9: Uses of Appeals in Banking Services Advertising

Name of . .
Bank Broad Category Marketing Approach Theme / Punch Line
an
Union Bank of Emotional Security and Future Because your dreams
India Appeal benefit are not only yours.
) In years a player comes
Royal Bank of Emotional ) o
Differentiation who changes the way
Scotland Group Appeal ]
the game is played.
. Customization of Not two people are the
HSBC Rational ) )
Service Offering same

) Comprehensiveness )
IDBI Rational . . Banking for All
of offering Services

State Bank of ) Supporting the )
] Emotional With you all the way
India customers

In the case of loans for small-scale RET/EET investments, as it was pointed out from the surveys
to households and SMEs in all five countries, an attractive loan for them would be a loan with:
(a) characteristics that could be linked to the performance of their investment and (b) easy

application and obtaining processes. Consequently, a promotional message should primarily
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focus on these -rational- attributes of the loan which can provoke the interest of the potential
investors. Actually, the message used should be able to make the potential investors understand
why they need an investment in RET/EET and how this investment can easily, quickly and
effectively be financed by applying for the proposed loan.

7.2.2. The promoter

Another important issue while designing the promotion campaign of a “green” loan is to find the
most suitable person to become the protagonist. The selected person should be considered
reliable by the general public and capable to persuade the potential investors that the financing
solution that he/she is promoting is the most suitable for their case. As it was indicated in the
Synthesis of surveys’ results [FINA-RET 2009C], households and SMEs mostly trust scientists, the
European Union, NGOs, Energy Management Services Consulting Companies and RET/EET
Industry while they show great distrust towards political parties and journalists. Namely, it
seems that there is a need for specific, unbiased and scientific valid information regarding the
investments in RET/EET and not general information. Consequently, the promoter of the loan
should be a person that his profession and general profile are linked to the above

characteristics.

7.2.3. The promotion channel

“Green” loans can be promoted either through the Banks’ sales personnel or through alternative
channels (i.e. technologies sellers, construction industry, consumers associations, etc.) or by
using both ways. Despite the fact that the direct contact through the Banks’ own sales force
might seem more convenient -since Banks are more familiar with this channel, which also gives
them the control of the communication process- it demands great effort from the employees of
the banks and an important amount of money to be invested on their training. This effort as
discussed in section four becomes higher in less developed RET & EET markets. As revealed from
loan products reviewed, in certain cases, the lack or limited investment on the development of

the appropriate level of customer services acted as a failure factor of the promotion strategy.

The surveys’ results with regards to “whom” do the investors trust, as well as those performed

to the construction industry, technologies’ industry and policy makers indicated:
a. the need of collaboration among market actors;

b.  the positive attitude of investors towards the above mentioned collaboration;
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c. banks need for technical assistance and the provision of performance guarantee, while
validating investment proposals for financing, thus leading the technologies’ industry to

be the most promising promotion channel.

The technologies’ industry, further to the above identified reasons and the common interest it
has with banks, i.e. to sell technologies, it can further facilitate the process through an alliance
with the construction industry and more particular with the installers. Construction industry can

act as one more channel for the promotion of loans, especially in the cases of buildings

retrofitting and refurbishing.

Both channels, i.e. constructors and technologies’ providers are recommended in cases that the
level of awareness in the market is relatively low and/or when there are no public measures and
initiatives available to support a certain technology. In these cases, they form the main

information points for those that consider investing in them.

Last but not least, given that in many cases the limited number of applications for “green” loans
is because of the lack of awareness of the existence of such loans, an institutional organization
that enjoys the general public’s appreciation could become a channel of information regarding
the available RET/EET solutions for each case and the suitable financing solutions. Consequently,
the banks could cooperate with this kind of organizations in order to communicate their
products to the households and SMEs.

7.2.4. Special issues

Some special issues that must be taken into consideration, while designing the promotion

strategy of the financing products, are the following:
» General attitude of the households and SMEs towards financing institutions;
» General considerations about the financing products offered by the banks;

» Available measures offered by the state.

The synthesis of the surveys’ results [FINA-RET 2009C] made obvious that an important number
of households and SMEs are mistrustful towards the banks and face with scepticism any
financial scheme offered by them. Thus, the reversal of this opinion is a bet that the banks

should win in order to assure the success of their products.
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Furthermore, the majority of households and SMEs believe that the financing products offered
by the banks are rather complex and time consuming. Consequently, the promotion strategy
should make clear to the public that the promoted loan does not require any time-consuming or

bureaucratic procedures, does not have any “secret” conditions and is easy to understand.

In addition, the financing institutions should always take into account the incentives and
subsidies offered by the state for investments in RET/EET and capitalize on them. As it became
obvious from the review made, fast and ongoing financing initiative [FINA-RET 2008B] as well as
the exploitation of the programmes and schemes offered by the state, can contribute to the

success of the products offered by the banks.

Summing up the above, as it becomes obvious, in order to have a successful promotion strategy
for real “green” products, it is necessary to customize it to the needs and characteristics of each
target group and help customers evaluate the service offered when addressing the bank. Last
but not least, the banking institutions that will decide to offer this kind of products should adopt
a holistic and generally sustainable way of working and be consistent to their commitments in
order to persuade households and SMEs that they can really offer them the best solution for

their investment.

7.3. GUIDELINES FOR PROMOTING FINANCING PRODUCTS ADDRESSING TO SMALL SCALE
INVESTMENT IN RET & EET

Putting together the information provided above and the experience gained throughout FINA-
RET one may identify three main categories of RET and EET markets in terms of their degree and
pattern of development. More specifically:

Less DEVELOPED MARKET: These markets are in their development phase since both private and
public initiatives are limited, the general public has heard about the technologies but is not
really aware of what are these about, what are the problems in their applications, how cost-
effective they are. Furthermore, banking sector in these markets, although identifies the room
and possibly the need for it to be involved in the development of the RET/EET market, has not
yet understood how this can be achieved meaningfully. Within FINA-RET three markets of this

type have been considered, i.e. Cypriot, Greek and Italian market.

DEeVELOPED MARKET: These are markets where the Government has invested substantially in their

development through the publishing of several financing measures and incentives, well
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designed awareness campaigns, exemplification and very efficient and effective legislative and
regulatory frameworks. The target of the government was mainly the end users of these
technologies, who given the high standards of living, the existence of an effective public
mechanism and off course their mentality, have implemented small-scale RET and EET
investments to a very great extent. However, this excessive offer of public initiatives has led to a
limited private offer since private sector has made limited attempts to create synergies and
provide “smart green” financing products. Austrian market can be included in this type of

markets.

ACCELERATED MARKET: These are markets that have been developed based on an integrated
approach that tries to mobilize all actors, to create synergies, to make everybody investing and
then keep involved in order to secure its’ investments. In these markets both the public and
private offer of financing products for small-scale investments are well developed, as well as the
technologies’ industry is fully deployed providing for all range of technologies developers,
consultants, wholesalers, retailers, trainers and installers. In these markets the involvement of
institutional organizations is high and the concept of competition is working properly.
Furthermore, there is an innovative legislative and regulatory framework supporting the
development. A market with the above characteristics is currently the French market, which has
been studied also within FINA-RET. In the Table 9 that follows an attempt has been made to
identify the characteristics of the promotion strategy of a loan product launched in each of
these markets [FINA-RET 2008B, FINA-RET 2009E].

It should be mentioned that the special characteristics of each market are subject to the socio-
economic and cultural settings of the market and that those listed in the table below are some

major lines to guide the development of an appropriate promotion strategy.
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Table 10: Promotion Strategy Characteristics according to the Market Conditions

Market Conditions Promotion Strategy Characteristics

1. Less Developed Market

Promotion through Awareness - Supply
Driven

Limited level of awareness on
technologies’ characteristics, cost and

benefits.

Existence of limited number of national
and local initiatives and measures
supporting the development of
investments in small-scale RET & EET.

Scepticism on the Banking System.

Lack of cooperation and alliances among

market actors.

Fragmented legislative and institutional

framework.

The promotion message should stress the
benefits from investing and then the
relation of its features to the expected

benefits.

The campaign person must be a
researcher, a NGO, an energy related

institution/organization.

Cooperation with technology providers
must be developed.

| "

The actual “green profile” of the bank
should start being built and

communicated to the public.

Promotion events with emphasis on
awareness on technologies’ issues are
recommended — developed along with
institutional organizations, construction

industry or technology providers.

Any opportunity provided to link the loan
product or the investment per se with
national initiatives; legislation or coming
certification must be exploited.

Develop in-house know-how and an

appropriate level of customer service.

2. Developed Market

Aggressive Promotion — Demand Driven

High level of awareness on technologies’
characteristics, cost and benefits.

Existence of several national and local

initiatives and measures supporting the

The promotion message should stress the
characteristics of the loan linked to the
expected benefits from the investment as
well as any relation of the loan with the
available public measures and incentives.

The campaign person should be a
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Market Conditions

Promotion Strategy Characteristics

implementation of small-scale investments
in the majority of RETs & EETs.

A fully deployed RET and EET market (i.e.
trained installers, consultants, availability
of all technologies, competitive prices,

etc.).

Consistent and coherent legislative and

institutional framework.

Limited private offer of “green” loans.

Higher standards of living.

researcher, a NGO, an energy related

institution/organization.

A cooperation and, where possible, an

alliance  with technology providers,
institutional organizations, consumers’
associations, etc. is recommended in
order to communicate better the

advantages provided by the loan.

The actual “green profile” of the bank
should start being built and

communicated to the public.

Identify ways to be promoted through
institutional organizations.

Any opportunity provided to link the
promotion of the loan product with
national initiatives; legislation or coming

certification must be exploited.

Develop in-house know-how and an

appropriate level of customer service.

3. Accelerated Market

Innovative Promotion — Demand Driven

High level of awareness on technologies’
characteristics, cost and benefits.

Existence of several national and local
initiatives and measures supporting the
implementation of small-scale investments
in the majority of RET & EET.

A fully deployed RET and EET market (i.e.
trained installers, consultants, availability
of all technologies, competitive prices,

etc.).

The promotion message should stress the
competitive advantages of the loan, as
well as any link with the available public

measures and incentives.

The campaign person should be a
researcher, a NGO, an energy related

institution/organization.

A cooperation and where possible an

alliance with technology providers,
institutional organizations, consumers
associations, etc. is recommended in
order to communicate better the

advantages provided by the loan.

The actual green “profile” of the bank
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Market Conditions Promotion Strategy Characteristics

should start being built, involving

. . " ” innovative investment  funds and
High private offer of “green” loans.

financing products. Publicize as much as

possible the green id of the bank.

Coordination-cooperation between private .
) 5. Identify ways to be promoted through
and public offer. o o
institutional organizations.

6. Any opportunity provided to link the

Innovative and integrated legislative and promotion of the loan product with

institutional framework. national initiatives; legislation or coming

certification must be exploited.

7. Develop in-house know-how and an
appropriate level of customer service —
even if possible provision of customized
information on the potential investments

to the customers.

In conclusion, with regards to the promotion of financing products related to small-scale RET

and EET investment, one should keep in mind that:

& Cooperation with technologies’ industry will add value to the promotion of any “green”

loan product, irrespectively to the degree of development of the market.

o On the contrary the message of the campaign is highly related to the degree of
development of the RET and EET market and the available competition. Therefore, banks
should pay special attention on the perception of their potential customers on RET and

EET investments.

& To enter a specialized market like RET and EET investments requires an actual investment

on know-how.
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8. Concluding Remarks

Within this report an overview of the work performed within FINA-RET project and of its major

findings has been presented. Considering all information presented and discussed in the

previous sections, the major project’s findings can be summarized as follows:

» The implementation of the generic methodological approach developed within FINA-RET for
the categorization of RET and EET technologies based on their investment requirements in

the consortium countries (i.e. Austria, Cyprus, France, Italy and Greece) revealed that:

a. Beyond the large disparity between technologies, there are some very large
differences between countries, in terms of payback time and initial investment cost of
certain RET and EET investments. This is explained by the different: i) levels of
subsidies provided by the states, either on the initial investment or on the exploitation
(feed in tariffs), ii) initial price of gas and electricity in the different states, which
impact the profitability of the investment, when considered as a substitution system
to gas/electricity (solar thermal for instance), and iii) technology costs are not simillar
in the different countries studied;

b. The absence of real commonalities between the countries’ results leads to the
conclusion that a national approach must be followed for the development of
financing products in order to meet the countries specificities.

» The review on existing financing mechanisms for investments on RET & EET applications (i.e.
261 measures, products and incentives) along with the synthesis of the surveys’ results
revealed that: (i) mature, sound and specialized financial markets reveal to be able to boost
the diffusion of RET & EET by generating sophisticated financing products built on supporting
initiatives and (ii) the actual take-up of a financing product depends not only on the appeal
and quality of its features and mechanism, but also on its promotion strategy (combining
advertising and awareness-raising) and the smoothness of its administrative and

bureaucratic processes.

» The major results of the surveys on households and SMEs implemented in the States
Members of the consortium revealed that: (i) there is a positive attitude towards investing
on small-scale applications of RET & EET, (ii) awareness and promotion campaigns both on
technologies as well as on the financing tools should be highly customized in order to embed
on the cultural settings of each country and/or region, (iii) the majority of those that invest
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on RET and EET need financing support; the greatest percentage of whom applied or are
willing to apply for a loan, (iv) interest rate is the most important loan feature followed by
the customization of the loan features to the investment’s characteristics; ease of access and
quick response revealed to be the second most important features by the interviewees, (v)
there is a positive attitude in all surveyed countries towards the incorporation of RET and EET

as a standard to residential and commercial buildings.

Further to any systematic attempt to design a loan product addressing to small-scale
investment in energy related technologies, the banking institutions should capitalize in any
possible ways to share investment risk with the rest of the market actors. To achieve this,
one of the following could take place: (i) use public subsidies and incentives as collateral to
the loan, (ii) implementation of alliances with technology providers in a way that will limit
risk for banks, (iii) implement a broader green strategy that will allow synergies between
different product lines, i.e. develop green investment funds, development of large energy

projects, involvement in ESCOs scheme, provision of consultation to investors, etc.

Closing this report and taking into account the overall work performed so far within FINA-RET,

the following concluding remarks were deemed appropriate to be made with regards to the
take-off of the RET and EET market:

Need to generate trust on technologies (i.e. clear and transparent information on real costs

and actual benefits, ensure technical guidance);

Increase technologies acceptance (i.e. exemplification and develop decision making tools for

identifying the appropriate technology);

Stimulate the market thanks to the positive example of high quality installations (i.e. quality

of products, trained installers, control (audits));

Strengthen, integrate and rationalize the legal framework (i.e. revised building codes

including RE and EE technologies, results control mandatory) ;
Facilitate administrative concerns;
Joint public - private effort development;

Coordination between market actors (i.e. technologies industry, constructions industry and
banks);

Provision of integrated services with regards to architectural design, construction and energy
performance of buildings, either through construction industry or specialized consultancy
firms;

Actions and incentives on regional and local level where a higher capacity to mobilize and

control exists.
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