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THIRD-PARTY INVESTMENT
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Third-party investment is a scheme where the investment on the renovation of a building
is not paid by the homeowner but by a third-party investor. Thus the homeowner does
not take on a debt but pays a service fee to the investor instead. The investment can be
done via an Energy Performance Contract. In this case the costs are repaid through the
guaranteed energy savings.

ﬂ FOR WHICH SECTORS IS THE SCHEME RELEVANT?

Private residential buildings, social housing

. WHICH CITIES ALREADY USE IT?

City of Stuttgart (Germany)

The city of Stuttgart developed a ‘care-
free energy renovation package’ for home-
owners. The package includes: planning,
building and construction, operation and
maintenance, financing, guarantee and
risk assumption. Homeowners do not
need to secure upfront financing

for the replacement of the
heating system. This is fi-
nanced by a municipal ESCO
to whom the homeowners
pay a monthly service fee
through energy supply con-
tracting.

© unsplash.com/@maxboettinger
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Home owners visit the Energy Advice Centre (EAC) and get tailor-made support for

energy-efficient retrofitting carried out in four steps:

CONCEPT
PHASE

x Energy audit

X Independet
technical and

x financial advice

x Energy retrofitting

PLANNING
PHASE

x Project approval

x Selection of
technology

x Detailed cost
planning

IMPLEMENTATION

PHASE

x Installation of
technical systems
by the ESCO

x Building envelope
retrofitting by
the general

USAGE
PHASE

X Maintenance

and optimisation
of the technical
building system
by the ESCO
during the
contracting

concept x Contracting contractor .
period

X Quality check x Quality check by
by the EAC the EAC

x Quality check
by the EAC

x Turnkey delivery
of the renovated
building

LESSONS LEARNT & RECOMMENDATIONS

® Market gap Analysis is the first thing a city should develop, to learn about the build-
ings and type of homeowners/tenants on its territory.

® Trust: The city as an institution is trusted by its citizens and should play a key coordi-
nation role in the massive energy retrofit programmes. It should be a guarantor of high
quality retrofit works. The city should provide assistance (legal, technical, financial ex-
pertise) for the development of a standard energy retrofit scheme, including standard
contracts, quality criteria, etc.

® Start small: It can be difficult to find a ‘general contractor’ responsible for financing of
global retrofits (incl. building envelope). The scheme should be first tested on simple
cases before moving to the more complex ones.

® Guidebook ‘Financing the energy renovation of residential buildings through soft loans
and third-party investment schemes’, Energy Cities, 2017: https://bit.ly/1sRghcZ
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REVOLVING FUNDS
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A revolving fund is a reserve of money used to finance a particular set of activities by BNG Bank

Foundation SETU

Subsidy 0,5 M€
MANAGEMENT = = EEEEEl

PROVINCIAL MUNICIPAL
----- REVOLVING FUND REVOLVING FUND

Municipality
of Utrecht

lending to one or more borrowers. Over a given period of time, the borrower is expected 16 M€ 5 M€
to repay the original sum that restocks the fund. Usually, an interest is charged to the ! Guarantee
borrower as a fee for administrative costs but also to protect the fund from being depleted. 1 TeMeE

1
Interest+ | |
amortization: 1

Province of

Utrecht
a FOR WHICH SECTORS IS THE SCHEME RELEVANT?

ﬁ o Energy savings, energy efficiency, renewable energy production.
. WHICH CITIES ALREADY USE IT? LESSONS LEARNT & RECOMMENDATIONS

City of Paris, Region Centre (France), city of Amsterdam... ® Additionality to the financial market: A public fund should i.e. offer solutions for
feasible projects or SMEs that are considered too risky or too small to be financed by
financial institutions.
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The Energy Fund Utrecht (EFU) with a total capital of €21 million is a joint initiative ® The social return of a project should be valued just as much as its financial return by

between the City of Utrecht and the Province of Utrecht, but it is managed by a a public fund.

SETU foundation. Part of the fund capital (1,25 M€) comes from the European Funds ® Funding alone is not enough, but should be combined with business development

for Regional Development (ERDF). support. Often project ideas and plans, made by citizens and SMEs, come to a halt be-
cause of a lack of professional support and/or local barriers.

EFU provides loans to SMEs and non-profit organisations (e.g. sport and health associa- ® Cities could seek EU funding such as ERDF to co-finance the fund.

tions) for the implementation of energy saving and/or renewable energy projects ® Scale the fund up to regional level. Utrecht started the fund in 2013 as a 5 million EUR

that are feasible yet not sufficiently bankable. The loan and interest have to be paid city fund; the Province joined in 2018 with an additional 16 million. Transforming the

back to the fund in an agreed upon period (less than 10 years) and can then be in- fund into a regional fund and the growth of the fund capital has significantly

vested again into a new project. Since 2013, EFU has financed more than 30 projects increased the efficiency of management and communication.

for an amount of 6 million EU in total, unlocking about 20 million EUR of private in-

vestments and reducing about 7,000 tons of CO? annually.

www.setu.nl/nl/aboutsetu n m

® EFU (in Dutch): www.energiefondsutrecht.nl
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