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Executive Summary 
 

Energy efficiency is seen to have far reaching and significant multiple benefits, ranging from the 
elimination of fuel poverty, improved comfort, increased health benefits, knock-on benefits to the local 
economy and so forth. Ensuring retrofit of buildings takes place to best in class energy efficiency 
standards is therefore a strategic imperative. 
 
The primary challenge in realizing a retrofit project is to raise the finance for the public asset, 
incorporating the public service provider (Local Authority or Approved Housing Body) in the 
environment where across Ireland the tenant is responsible for the energy costs in the homes to which 
they are provided under the social housing act. 
 
The challenge identified as most significant in the proposed model is how to recover the energy saving 
monetary benefits which can vary significantly from dwelling to dwelling. Recent analysis by 3cea from 
numerous social housing retrofits completed during the period of 2013-2019 coordinated by 3cea for 
Local Authorities and Approved Housing Bodies across Carlow, Kilkenny and Wexford, showed energy 
savings between €450 - €1300 per dwelling retrofitted.1  
 
From studies relating to Social Housing Retrofits completed to date and in the experience of the 3 
Counties Energy Agency, the majority of the benefits in housing retrofit undertaken by the state in the 
social housing sector are accrued to the tenant and therefore this model has been proposed to assist 
and address that imbalance in order to identify a financially and socially acceptable method to recover 
the monetary income from the investment to the investor in the role of social housing provision. (Local 
Authority/Housing Authority and Central Government). 
 
Traditionally in developing and delivering social housing retrofits, the housing authorities apply a cost 
optimality framework to determine the optimum investment costs, considering the operational, 
maintenance, disposal and energy saving costs of buildings. This feasibility does not investigate the 
other consequential benefits arising from the retrofit (e.g. the States financial benefit from improved 
comfort levels and air quality reducing the longer-term costs of providing expensive public healthcare 
evidenced traditionally in Ireland amongst those exposed to fuel poverty.)  
 
The final important consideration is that of the capacity within the Irish and European market to 
undertake such projects to the required standards and quality of workmanship when considering the 
variable built architype of homes in the social sector in Ireland. Across the 140,000 plus directly owned 
local authority homes, whether this is in a phased retrofit basis, the provision of Energy Saving  

 

1 Based on energy savings data by BER rating assessed by 3cea at the time of producing the report. 
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Performance of Retrofit is not considered enough to mitigate the risk of underperformance of energy 
savings in the home. The use of Building Energy Ratings (BER) as a mechanism to assess pre and post 
retrofit improvements is not advisable and the rollout of Smart Metering for both measurement of 
space heat and domestic hot water is considered an important first step to support the analysis of data 
on energy use on a house by house basis to allow detailed analysis of contractor performance 
incorporated into behavioural change.  
 
In the current social housing sector, significant portions of Energy Savings are lost in the provision of 
higher degrees of comfort to the tenant. In other words, the homes may never have achieved the 
recommended internal room temperatures recommended between 180C and 210C. Thus, in the 
monitoring underway in Cork, this needs to be addressed to understand the portion of energy savings 
benefitting comfort and thus not delivering a monitory saving to the tenant or the local authority in any 
case.  
 
These comfort level losses may indeed be offset by the maintenance savings achievable through the 
lifecycle of the retrofit and increased carbon taxation levels avoided by integrating low carbon or no 
carbon heating solutions to tackle the significantly reduced heat load post retrofit. (i.e. much improved 
energy efficiency of the house.)  
 
This feasibility is set as a fact-based high-level test of the model as it was presented to 3cea. 
 
It takes the model through to report that: 
(a) The existing model is too complex, with various stakeholders acting as presented in a manner very 
complex in form, to tackle the residential, including the social housing  sector at the vast scale required 
to take Social Housing Stock to the required B2 energy rating standard set in the 2019 Climate Action 
Plan by 2030.   
(b) The existing model should be altered, via grouping of the actors to the right-hand side of the model 
to function at the scale required (Eliminate or combine different aspects of the existing model and its 
actors, “simplify the model”.  
The model presented below has been divided into 2 distinct sections to support the findings of key 
stakeholders in relation to their capacity to participate in the model to comply with procurement, legal 
and risk considerations.  
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Figure 1 – Financial model divided into 2 sections 

 
The left-hand side of the process/model, which contains the EDRF funding (which is a regional priority 
under the Southern & Eastern Regional Operational Programme 2014-2020 (SEROP) which is a co- 
funded package from the European Regional Development Fund (ERDF) and the Irish Exchequer.  – 
Priority 4 (c) of the SEROP - “Supporting energy efficiency, smart energy management and renewable 
energy use in public infrastructure, including public buildings and in the housing sector.”), Local 
Authority and tenant is active presently and deemed to function effectively in their current legal 
relationship under the local government act. From conversations with the various stakeholders involved 
this “landlord – tenant” relationship is how numerous financial models currently function beyond 
retrofit models – e.g. Financial instruments relating to home loans. However, as highlighted throughout 
the report the “right hand side” of the model/process is extremely complex, with various stakeholders 
included with numerus interactions/links.  
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Figure 2 – Existing Operational Model 

It is therefore found that the model as it is presented is too complex and cannot comply with many 
constraints including for example, guidelines for State Aid, current legislation and structures, current 
regulations and would require significant political change.  
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1 Introduction 
The Southern Regional Assembly procured the 3 Counties Energy Agency CLG to: 

 Undertake a feasibility study on a potential financial instrument model to monetise energy 
savings in social housing units in Ireland which have been energy retrofitted;  

 Test the viability and critical success factors of the potential financial instrument model. 
 Impact of Smart Metering – Not considered to date. Subject to sustained period of monitoring of 

actual energy savings.  
 
3CEA is retained as an expert in Social Housing Retrofits, based on its experience across a broad range of 
housing retrofits in the South East Region since 2002. 3CEA within this report, provide support by 
reporting to the Southern Regional Assembly in testing the viability of a potential financial instrument 
model to monetise energy savings in social housing units in Ireland, that have been energy retrofitted, 
which will form part of their Regional Action Plan for the EMPOWER Interreg Europe Project.   
 
The purpose of the as presented financial instrument model is to support the delivery of improved 
energy efficiency across the social housing stock in Ireland 

 to monetise the energy savings following the retrofitting of social housing units in Ireland by the 
local authority  

 to create a revolving fund to enable further works/projects to be funded in the social housing 
sector.   
 

3cea hereby test the feasibility of this potential financial instrument model and the parameters that 
might constrain or assist the operation of this potential financial instrument model. 
 
The report highlights the potential strengths and weakness of the proposed model and sets out the next 
steps required to develop the model towards the Irish market. 
The author has set about this by separating the Summary of Findings – Stakeholder Links and their 
Feasibility and  Summary of Findings – Stakeholder Compliance Check. 
 

The final Conclusions deals with the Recommendations / Next Steps with the supporting evidence from 
stakeholder engagement and financial modelling contained in the appendices to support the findings of 
this report. 
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2 Financial Instrument Model 
Figure 3 below provides the Financial Instrument Model presented by the Southern Regional Assembly, 
which is the focus of this report.  
 
Figure 3 – Financial Model proposed by SRA 

 

 
This model proposed in Figure 3, labels the proposed stakeholders and their contractual and financial 
links, created to engage, manage, finance, deliver and guarantee the energy efficiency works in the 
retrofitting of the social housing sector in Ireland.  
 
In this proposed model, all stakeholder’s links are indicated by arrow and direction of both financial and 
contractual relationship. These links are the principal source of question for the viability of the proposed 
model. 

 Financial 
o Is it possible to finance the project with this model?  
o What’s the payback and is it viable? 
o Is it possible to share the benefit of the savings between the LA and the tenants? 
o What is the scale of the project required for each stakeholder to be involved? 
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 Contractual 
o Is the model functioning within current and future regulations and legislation? 
o Is the model too complex for retrofitting the social housing sector? 
o Review of EU example ESCO models for social housing retrofit.  

 Social 
o Risks to secure political approval at local, regional or National level? 
o Risks to secure local authority approval for the model? 
o Risks to secure tenant acceptance of some part of the cost for a “Warm Home”? 

 

The model was designed to engage all the necessary stakeholders identified to assist in delivering the 
retrofit, deliver the monetary savings from the tenant to the project and to provide guarantees around 
the performance of those buildings with risk protected with insurance.  

 

From a legislative perspective the model supports the EU Energy Efficiency Directive Article 7 where the 
energy suppliers are required to support energy retrofit and secure Energy Savings Credits (White 
certificates) in fuel poor housing. The value of these credits in the proposed model are being shared by 
the parties on the right-hand side of the model.  
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3 Summary of Findings – Stakeholder Links and their Feasibility 
In this study, and based on our research and interviews with experts within the various sectors, 3cea 
were able to evidence various bottlenecks in the model in the links between stakeholders and 
summarised in  Table 1 – Summary of stakeholder links and their feasibility 
 

(1) Local Authority and SPV 

The Guidelines on State aid for environmental protection and energy 2014-2020 (Environmental 
Guidelines) and the General Block Exemption Regulation (GBER) are the applicable state aid legislation 
in order to assess the state aid aspects of the proposed model. The use of a special purpose vehicle 
(SPV) for the stated purpose of improving and monetizing energy efficiency in social housing is not 
precluded by those legislations.   
 
In terms of improving energy efficiency through renovation works, Recital 147 of the Environmental 
Guidelines provides that “…a financial instrument set up by the Member State to finance renovation 
works may be considered as an appropriate instrument for the granting of State aid.”  
Furthermore, in the context of the GBER, Recital 105 defines an ‘energy efficiency fund (EEF)’ as “a 
specialised investment vehicle set up for the purpose of investing in energy efficiency projects aimed at 
improving the energy efficiency of buildings in both the domestic and non-domestic sectors. EEFs are 
managed by an energy efficiency fund manager.”  
 
Therefore, for the purposes of the current proposal, the SPV constitutes an EEF within the meaning of 
the GBER and can be considered an appropriate instrument to obtain the stated objective of the project. 
 
However, what is less clear based on the information provided, is the extent of the involvement of the 
Network Provider (NP) in the SPV, which will be significant in determining whether the financial model 
finds shelter under the GBER. In addition, in order to exclude that the NP receives state aid through its 
mere participation in the SPV, the contributions of the two parties (the Local Authority and the Network 
Provider) must correspond to pari passu2 market conditions.3 
 
  

 

2 “equal footing” 

3 Comment from the interview of Marianne Clayton/Maria Segura, Clayton & Segura 
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(2) Bank and SPV 

The current model is too complex and relies on the full value chain to participate in a very structured 
long-term way. This may not be achievable. The financier typically wants a single strong counterparty to 
wrap the risk and underwrite the loan. This should be the local authority as the asset owner. The SPV, in 
order to become the asset owner would require the investment underwritten by the LA. Thus, making 
the role of the NP in the SPV difficult to procure. What do they bring in terms of value to the SPV? Not 
advisable in the opinion of the stakeholders.4  
 

(3) SPV and Network Provider – Energy Supplier and Network Provider 

The Network Provider (DSO/TSO) is the company that owns and operates the power lines and 
infrastructure that connects homes to the electricity transmission network. But this company is not 
responsible for energy bills and can’t exchange money with other stakeholders other than contractors 
for works in the network, or the state for investment. The financial link with the SPV or the Energy 
Supplier for the energy savings is not possible. 
 

(4) Tenant and Energy Supplier 

The link between the Tenant and the Energy Supplier is very complex and not adapted in this model for 
two reasons: 

 The tenant can and does, in a minority of cases, change their energy supplier, and in a second 
way, different tenants will rent the house. It could be very difficult, or not realistic, to follow the 
standing charges of energy savings with this change. 

 Prices, terms and conditions of the energy supplier are verified by the regulator, and the 
regulator could refuse this arrangement if the model as proposed potentially advantages those 
parties compared to other undertakings in a similar legal and factual situation. 

 
SPV and Insurance Companies 

In most cases, the insurance companies want to insure the entity who take the risks. In this model, the 
ESCO will take the risk of energy savings. With the SPV, the model is too complex for the insurance 
companies. 
 

 

4 Comments from the interview of Ray O Neill, Fincovi 
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Table 1 – Summary of stakeholder links and their feasibility 
 

ERDF Local 
Authority 

Tenant Bank SPV Network 
Provider 

Energy 
Supplier 

ESCO Insurance 
Company 

ERDF N/A  Not linked Not linked  Not linked Not linked Not linked Not linked 

Local 
Authority 

 N/A ? Not linked (1) Not linked Not linked Not linked Not linked 

Tenant Not linked ? N/A Not linked Not linked Not linked (4) Not linked Not linked 

Bank Not linked Not linked Not linked N/A (2) Not linked Not linked Not linked Not linked 

SPV  (1) Not linked (2) N/A (3) Not linked ? (5)

Network 
Provider 

Not linked Not linked Not linked Not linked (3) N/A (3) Not linked Not linked 

Energy 
Supplier 

Not linked Not linked (4) Not linked Not linked (3) N/A Not linked Not linked 

ESCO Not linked Not linked Not linked Not linked ? Not linked Not linked N/A Not linked 

Insurance 
Company 

Not linked Not linked Not linked Not linked (5) Not linked Not linked Not linked N/A 

: Compliant        : Not Compliant        ?: To be further reviewed        N/A: Not Applicable        Not linked 
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4 Summary of Findings – Stakeholder Compliance Check  
 

(1) State Aid 

 
Further to the information 3cea have been provided by state aid legal advisors, it appears that the ERDF 
funding will be granted to the Local Authority (LA) itself, which will then be transferred to the SPV. The 
form (grant, loan) that this transfer will take has not been specified.   
 
The possibility that state aid arises downstream greatly increases due to the complexity of the 
arrangement that involves several public, semi state and private parties such the Network Provider (NP), 
the Energy Service Company (ESCO) and the Energy Supplier. Any state aid assessment will thus involve 
an analysis of a number of those downstream transactions following the receipt of the ERDF grant 
funding.   
 
The tenants of the social housing are private citizens that do not carry out an economic activity. 
Therefore, irrespective of the model chosen to finance retrofitting social houses, the tenants cannot be 
considered as aid beneficiaries. The fact that each individual private tenant may receive a home that is 
better insulated with more efficient heating systems leading to reduced energy bills compared to other 
social housing tenants and other households in general does not qualify as state aid.   
 
It is understanding, however, that the social housing tenants will not benefit from reduced energy bills 
following the retrofit of the houses as they will be liable for both the service charge and an increased 
service charge. Thus, under the proposed model, the tenants do not keep the energy savings which are 
passed on to the energy suppliers/energy providers. A key issue to be explored in any state aid 
assessment is how those charges are determined, their path, the relationship between the services 
charges and the other private parties involved in the model, the conditions for the return of the savings 
to the SPV, and whether the model as proposed potentially advantages those parties compared to other 
undertakings in a similar legal and factual situation.   
 
Potential beneficiaries of state aid in the proposed financial instrument model are the ESCOs, the Energy 
Suppliers, the Network Provider and (potentially) the SPV.5  

 

5 Comment from the interview of Marianne Clayton/Maria Segura, Clayton & Segura 
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(2) Legal 

 
The non-compliant relationships in terms of legal are currently not achievable on the market within this 
model. For example.  
- Legal connection between the tenant and the energy supplier. 

o Increase of the charges to their energy bill in return for reduced energy costs post retrofit 
requires the Commission for Energy Regulator (CER) approval. Not permitted presently.  

o This request to add “Warm Home” charges or levies to the bill would require all Energy 
suppliers to agree to avoid state aid advantage to one supplier benefitting to this social 
tenant market.  

 To apply together 
 Approval for all to act in this model 

- Legal connection between Energy Supplier and the Network Provider 
o Market deregulated so there is clear separation between the DSO and the Energy suppliers 

through the market 
o The NP is only permitted to collect charges relating to the network for its maintenance and 

not relating to energy supply or volumes of energy supply by market sector.   
o The NP is an unnecessary member of this proposed model.  
o The legal relationship would be possible direct between the SPV and the Energy Supplier.  

 
 

(3) Finance 

 
 Follow the Money –State Aid model of assessment will “follow the money” and in this proposed 

model this is too complex or not possible which makes the model challenging to deliver.  
o Investment  

 Grant – must move through 2 stakeholders to get to contractor/ESCO (i.e. 
person doing the physical work in the project)  

 Bank Finance – too risky to refer to income strand being compromised 
 Tenant Warm Rent is not politically attractive. (increasing rent to 

balance the reduced energy spend giving a Warm Rent model as used in 
some EU member states)  

 Collecting the fuel vouchers is not politically attractive. Recent increased 
fuel allowance prescribed to offset impact of carbon tax. 

 Finance would prefer to contract with the Local Authority directly and 
have the local authority collect the increased rent or charges for Warm 
Home delivery. Not have it move through so many stakeholders.  
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o Income to repay the investment 
 Energy Savings Costs//benefits –  

 Not possible to recover without Regulator Approval for utility to collect. 
 State Aid concern if approved to collect by the regulator. 

 State Aid Rules – Compliant to provide 80% funding to the Local Authority. However, cannot 
achieve compliance easily once ERDF funding leaves the local authority to make its way to the 
ESCO via the SPV.  

 The grant rating is unsustainable at 80% across the more than 200,000 properties currently in 
social housing provision by the state.  

 Risk in finance – too many actors to follow the money 
 

(4) Grant Funding 

 Possibility to allocate ERDF funding for energy efficiency in social housing 
As a preliminary remark, one should confirm that there is nothing in the ERDF Regulation (Regulation 
1301/2013) that precludes use of those funds for the purposes of improving energy efficiency in social 
housing. On the contrary. Recital 13 and Article 5(4)(c) of the Regulation consider improving energy 
efficiency in buildings as one of the established objectives. Thus, this type of expenditure on social 
housing should be covered.   
 
In addition, Recital 49 of Directive 2012/27/EU (Energy Efficiency Directive) encourages Member States 
to make full use of the Structural and Cohesion funds such as the ERDF to trigger investments in energy 
efficiency improvement measures, particularly by means of financing facilities (Recital 50). Furthermore, 
Recital 52 of that Directive also provides that financing facilities could in particular use those 
contributions, resources and revenues to enable and encourage private capital investment drawing on 
institutional investors, while using criteria ensuring the achievement of both environmental and social 
objectives for the granting of funds; make use of innovative financing mechanisms. 
 

 No cap imposed on the amount/share of the ERDF funds allocated 
The ERDF Regulation does not foresee a cap to the amount of ERDF funding that can be allocated to a 
project.   
There is a constrain regarding expenditure in as far as 80% of the total ERDF resources at national level 
must be allocated to two or more of the thematic objectives set out in Article 9 of Regulation 
1303/2013. This is a matter to be settled by the Southern Regional Assembly.   
The fact that 80% of the SPV may be financed by ERDF funding does not per se raise any issue.6 

 

6 Comment from the interview of Marianne Clayton/Maria Segura, Clayton & Segura 
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(5) Political 

 From ERDF Grant Funding 
The current model provides for a grant of 80% of the cost of the project via ERDF. This value of subsidy is 
hardly conceivable when one evokes a scale theory of the project. According to Ron Van Erck, 
Energiesprong - Head of International market development, such a subsidy value on the scale of a 
county, region or country would be a considerable sum and impossible for European funds to cover. 
 

 From the tenants 
The social housing tenants will not benefit from reduced energy bills following the retrofit of the houses 
as they will be liable for both the service charge and an increased service charge. Thus, under the 
proposed model, the tenants do not keep the energy savings which are passed on to the energy 
suppliers/energy providers. The difficulty will be to determine the charges and make sure that the global 
cost the rent will be at least conserved. 

(6) Viability 

Table 2: National Assessment of Retrofit - Sample Feasibility Calculation 

Building up the Cost Model on 10,000-units subset. 
 

   
 

Sample Number of Units to Retrofit ( 3 Counties) 10,000 No 
Average Area (m2) for social Units 727   m2 
Cost to retrofit per m2 average to B2 Standard8 €678    € 
Total Cost Cap Ex  €         488,160,000     

 
Cost of Project Development – Set Up etc €            24,408,000  5% 
Cost of legal’s €               9,763,200  2% 
Cost of finance including ESCO/Insurance Risk €             

39,052,800  
8% 

Project Management  €           48,816,000  10% 
Project Management and Investment Preparation costs Estimated €          122,040,000  
Total Project Cost €          610,200,000   
Cost per unit €                    61,020   
   
Total ERDF Funding Grant €          488,160,000 80% Grant 
Total Finance Required €          122,040,000   

 

7 Reference appendices to where the average area of social housing nationally was assumed at 72m2 based on discussions with 
housing providers.  

8 The costs per m2 were requested from several LA’s. However, an average cost of €68,000 per unit was provided in one instance. 3cea’s 
retrofits experienced lower costs. The average was agreed by the client for use in this feasibility evaluation.  



 

18 

 

 

The average cost to achieve a B2 energy retrofit may range between €450 and €1300 per m2  depending 
on the site specific and condition characteristics of the units. For the purpose of this sample set the 
value of €678/m2 has been used. 

If one was to extrapolate these numbers to accommodate the national retrofit quantum on investment 
to complete all social homes across the following providers. Demonstrating that the total cost to retrofit 
the entire national social housing stock is €15 billion EURO. To provide 80% ERDF funding requires a 
quantum of €12.34 billion from ERDF funds. This raises many questions about the sustainability of this 
financial model. 

Table 3 : National Quantum of Funding  

Home Provider Total Units Average Cost per 
unit 

Quantum of Capital Estimated 

Total Non - LA 
Social Homes 
Nationally 

111,300 61,020  € 6,791,526,000  

Total LA owned 
nationally 

141504   € 8,634,574,080  

 252,8049   €15,426,100,080  

The next step in the viability assessment is to address the income post investment and how that 
presently is distributed amongst the stakeholders utilising  cash flow assumptions table below.   

Table 4 : Cash Flow Assumptions 

Expenditure Stream – 15-year model 10,000 units 
Expenditure Stream   
Cap Ex  €        610,200,000  
  
  
Interest Payment  €          78,105,600  
Capital Repayment  €        122,040,000  
  
Sub Totals -€        810,345,600  

 

From above one sees clearly that the total expenditure for the Housing Body is over €700m after the 
grant has been drawn down at 80% of the Capital cost, bank finance including cost of finance provided. 
The Financer is charging 8% to cover the risk of the ESCO performance bond.  

 

9 Refer to Table 7 – Local Authority Rented Dwellings at 31 December 2016 (www.housing.gov.ie) 
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Table 5: Cash Flow Assumptions : Income Side over 15 years 

Income Stream 
 

Present Recipient of 
Saving 

Avoided Energy Cost Saving Post Retrofit over 15 years  €          56,203,605  Tenant 

Maintenance Savings Housing Authority  €          43,233,542  Housing Body 

Energy Credits (EEOS - Obligated Party) based on 2014-
2020 numbers 

 €          15,000,000  Housing Body 

    
 

Avoided Carbon tax (assumed €35/tonne)  €          28,666,667  Tenant 

Loan Draw Down  €        122,040,000  Housing Body 

 ERDF Grant Funding Amount Received by LA  €        488,160,000  Housing Body 

  
  

Sub Total – All Income generated post retrofit10  €        753,303,814  
 

   

 Sub Total Income to LA (not incorporating Tenant savings 
in red)11 

 €        668,433,542  
 

Total Cost of Project €         810,345,600  

   

Nett Loss/Nett Gain -€141,912,058   -23% 
 

The financial viability has been calculated based on BER data savings. This should be tested when actual 
consumption data and actual cost savings are available.  

To break down the financial model into the Income and Expenditure assessment. Refer to Table 10: Cash 
flow Workings in the appendices. It is evidence that income (Savings) from the following sources are 
easily calculated: 

 Carbon Tax increases 
 The maintenance cost savings 
 One off Energy Efficiency Credit in year 1.  

This currently not available income retained by the energy user (The tenant) are lost to the tenant, in 
this instance that makes the model fail the viability test, resulting in a 14% loss over 15 years . The term 
for the model remains irrelevant until the  

 Energy saving value 

 

10 The income Sub Total for all revenue post retrofit has an inflation rate of 2% applied to it except in the 
case of the Carbon Tax as a flat rate of €35/tonne was utilised.  

11 In the instance where the cost savings  
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 Carbon tax avoidance value 
Are recoverable by agreements that would be difficult to legislate and have the CUR (Commission for 
Utility regulation) approval to recover.  
 

(7) 3rd Parties Willingness to participate 

All parties contacted provided valuable feedback to the model. To summarise willingness is difficult and 
arbitrary as to provide a willingness to scale was not possible within the scope of this feasibility. Its 
recommended that a market consultation across the supply chain be conducted to support this 
willingness. 
 
Its 3ceas view that all stakeholders who engaged with the feasibility have either 

a)  A directive to engage in the retrofit market 
a. Local Authorities through the EU Energy Efficiency Directive as Public Sector 
b. Energy Suppliers through Article 7 of the energy efficiency directive and its adoption to 

the Irish market with Energy Efficiency Obligation scheme having a Fuel Poor Housing 
category of 5% of the 1.5% directive to 2020 of total energy sales for all obligated 
energy suppliers above the minimum supply of energy threshold. 

b) An interest  
a. ESCO – Increased Business & Economic Activity  
b. Insurance – Increased Business & Economic Activity 
c. Tenant - Warmer Homes 
d. Bank – Increased Business & Economic Activity 

 
(8) Smart Metering 

Smart metering has a critical role to play in this model or any model where guarantees are required 
around energy use pre and post retrofit. The benefit of time of use and nett savings will provide 
certainty around savings achieved.  
 
The MRSO (Meter Regulator – function of the Network Provider) would require legislative change to be 
permitted to pass the energy data relating to the tenant to any stakeholder (3rd Party) in the model if 
individual tenant consent was not received in writing.  
 
Local Authority administration of GDPR and compliance in metering.  
Administering this and managing the consent process would be cumbersome. Updating the contracts for 
lease with the tenants may include a clause to permit data transfer to 3rd parties but this is strongly 
resisted under revised GDPR protocols since 2016.   
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Table 6 – Summary of stakeholder compliance check 
 

State Aid Legal Finance Grant 
Funding 

Political Viability 3rd Party 
Willingness to 

Participate 

Smart 
Metering 

ERDF   N/A    ? N/A 

Local Authority   N/A     N/A 

Tenant N/A  N/A N/A    
Bank N/A   N/A    
SPV       ? 
Network 
Provider 

  N/A N/A    
Energy Supplier   N/A N/A   ? 
ESCO        
Insurance 
Company 

N/A  N/A     
: Compliant        : Not Compliant        ?: Not Clear         N/A: Not Applicable
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5 Recommendations / Next Steps 
Local Authority 

The local authority housing section should be consulted to identify what their sense of acceptance 
around the following potential income streams to recoup the investment in the asset to take it to the B2 
energy rating required or better on the mass scale required to achieve our future targets.  

(a) How to transfer the ERDF Funding from the Local Authority on Receipt to the SPV in a legally and 
State Aid compliant manner.  

(b) Increasing rent in return for lower energy bills and a more comfortable, healthy living standard. 
(c) Increasing standing charge incurred on the electricity bills for retrofit homes that benefit from 

the retrofit works.  
 
Consider capacity to update contracts with tenants to permit use of the energy data and provision to 3rd 
parties.  
 
Consider the potential of becoming the energy supplier to the social housing sector and thus removing 
the need for 3rd party energy supplier. Refer to German and UK models where LA is the local utility 
provider. Risks around unpaid energy. Provide a home inclusive of Energy and Rent costs – Warm Rent.  
 
Social Housing Tenant 

This model is premised on the Climate Action Plan setting the policy direction to electrify the home 
heating sector by the roll out of electric powered heat pumps. The introduction of increased electricity 
bills replacing other fossil based (coal, oil ,gas) and solid based (peat, wood, turf) traditionally billed 
monthly will need significant awareness campaigns and education of homeowners of the impact of the 
transition and the budgetary benefit to the household as a whole. 
 

This model includes a financial participation of the tenants by a service charge. However, this charge is 
not easy to undertake. Some points must be clarified: 

 How could this model consider the tenants: number of occupants, behaviour, awareness of 
energy management in a house 

 What are the risks/impacts if the predicted savings are below the actual savings? 
 How will the energy suppliers be able to follow the service charge in the event of a change of 

tenant, or if the tenant would like to change their energy supplier 
 
Some European Projects have tested the possibility to engage this type of service charge or Warm Rent. 
Considering the social character of this dwelling and the difficulty to increase the rent, in each case this 
charge didn’t cover a significant part of the cost of works. 
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SPV 

The normal course of use for an SPV is where there is a new asset being developed/constructed. The 
position of a public body being in position legally to move this asset off balance sheet to receive it back 
post performance contract is difficult to deliver and as such a recommendation here is to investigate 
further the opportunity to:  
 

- Move asset off balance sheet 
- Move income off balance sheet. 
- What value this would have for the asset owner (The housing body) if any? 

 

 Make Up  
 Network and LA 
 LA and ESCO 
 LA and Energy Supplier 
 No SPV at all? 

 Roles 
 Collect Grants 
 Collect Finance 
 Collect Credits from Energy Savings? Not sure in this model 
 Collect Energy Payments 
 Pay ESCO 
 Pay Insurance Premium 
 Repay Finance  

Insurance Company 

There are two mains points to be considered in this model: 
 Is the link with the SPV the best solution? 
 What is the cost of an Insurance Policy for the project? 

 

In the point of view of Ron van Erck, Head of International Market Development – Energiesprong, the 
insurance should not be separate to the ESCO (or the contractor).  
 
There is always a guarantee contract, signed between the ESCO and SPV, which forms the basis of an 
insurance contract. This guarantee contract assures the ESCO minimum efficiency and thus the 
economic success of an efficiency measure. This solution transfers the risk arising from this guarantee 
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contract to an insurance. This unburdens the balance sheet of the ESCO and gives customers the 
confidence that even after several years, the guarantee shall still be valuable in the event of damage or 
loss. 
 

Consider tying maintenance contracts into this performance guarantee, reference EPC Streetlight – 
Kilkenny County Council 2014- 2020 for their retrofit and maintenance contract with the streetlighting 
ESCO.  

6 Conclusions  
From analysing the financial model proposed, in addition to speaking to the various stakeholders 
involved: it is concluded that the model will not work in its current configuration.  The main issue 
appears to be the numerous stakeholders involved, considering the complex nature of the 
connections/interactions that exist within the proposed model. 
 
The model presented below has been divided into 2 distinct sections. The “left side” of the 
process/model, which includes the EDRF grant funding, Local Authority and tenant appears to function 
effectively from conversations with the various stakeholders involved. (As this is how numerous financial 
models currently function). However, as highlighted throughout the report the “right side” of the 
model/process is extremely complex, with various stakeholders included along the value chain that may 
not be necessary. This should be simplified by combining the different stakeholders in the existing 
model.  
 
It is also noted that the scale of funding will never exist from state sources or European to cover the cost 
of retrofit across the social housing stock at an 80% support rate.  
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The sample financial model completed for a sample of 10,000 units to a B2 energy rating has 
demonstrated that including 

 Energy Credit Values (Obligated Party Contribution of money) 
 Maintenance avoided cost 

 
And not including the  

 Carbon tax savings from energy supply 
 Energy Savings currently retained by the tenant 

 
That the return on investment incorporating inflation at 2% is negative at -23% when the investigated 
cost of ESCO work including insurance is required be considered at 8%. Reasoning is that the bank will 
require to factor in the performance risk/bond from the ESCO.  The guarantee provided by the Local 
Authority is too complex through an SPV between the Local Authority and The Network.  
 
It is noted that on balance sheet lending will require approval from DEPPR (Department of Expenditure 
and Public Reform) akin to that of the proposed National Street lighting project received in 2019.  
 
The cost of guarantees/insurances are unclear as separate models as contracts with installers should in 
the opinion of the Energy Agency incorporate enough self-quality control and ongoing maintenance 
penalties for underperforming properties post retrofit. A guarantee of energy savings. 
  
The Irish retrofit housing market has neither the capacity, technically nor the labour capabilities to 
currently deliver this scale of project in the immediate future. Presently the resources in retrofit struggle 
to retrofit 12,000 homes per annum nationally to the B2 energy standard. Plastering as a trade is noted 
to be struggling for apprentices and to complete the deep retrofit required, external insulation solutions 
are necessary to deliver. A clear line of sight of finance and funding routes to give confidence to the 
housing retrofit market to  
- Tool up 
- Skill up 
- Deliver quality energy performance guaranteed work 
 
This would then develop instead of annualised grant programmes where no capacity or delivery chain 
can be planned or delivered over a longer role out period. 
 
The primary conclusion for the model to be developed will require the market actors to undertake the 
provision of one stop shop service to retrofit works 
 
- Works 
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- Finance 
- Guaranteed Savings 
- Maintenance with penalties provided for non-performance to insure delivery.  
 
This needs to be procured in the market through the EU Platform to attract the scale and capacity with 
the best practice value for money to deliver at scale.  
 
It is evident from our feasibility that the market stakeholders would engage in partnerships, in which 
they perform their specific skill sets across finance, works, quality and guarantees to which they would 
bid to participate as a consortium/partnership.  
 
The role of a trusted intermediary is important. A role which is independent of the homeowner, the 
tenant and the service provider is engaged to oversee the contract delivery and the application of 
penalties/performance certificates to the model. This is a role that independent energy agencies have 
been providing across Europe and can do so going forward in this region.  
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7 Appendices 
7.1 Stakeholders 
7.1.1 Local Authority 

Local Authorities also referred to as housing authorities are the main providers of social housing 
in Ireland and provide accommodation as a statutory function. Local authority housing is 
allocated according to eligibility, with homes allocated on a case by case evaluation. Table 7 
below, highlights the quantity and different types of social housing in Ireland during the period 
of 2016. (28 County Councils and 3 City Councils). 
 

Table 7 – Local Authority Rented Dwellings at 31 December 2016 (www.housing.gov.ie) 

Local Authority Houses Flats/ 
Maisonettes

/ Others 

Total 
number of 
dwellings 
occupied 

County Councils 95,463 8,860 104,323 
City Councils 22,467 14,714 37,181 
Total 117,930 23,574 141,504 

 
In complement to the social housing sector in Ireland, Table 8 provides the different types of 
local authority (LA) housing throughout Ireland: housing provided by Approved Housing Bodies 
(AHB) and support for renting in the private sector through schemes administered by the local 
government sector (Rental Accommodation Scheme (RAS) and the Housing Assistance Payment 
(HAP)) and the Rent Supplement scheme operated by the Department of Employment Affairs 
and Social Protection.  
 

Table 8 – Rented Dwellings in Ireland for Social housing in 2016 (https://www.esri.ie) 

Local 
Authority 

Units 

AHB units RAS/HAP 
Units 

Rent 
supplemen

t Units 

Total 

141,504 30,000 36,800 44,500 252,804 
 

Willingness and barriers 
The local authority as the asset holder must address the following concerns contained within the 
model. The following aspects need to be addressed to allow the model in principle to progress. 
Such issues were raised around asset ownership in the Streetlight LED retrofit projects in 
Kilkenny in 2014/15/16 and 17. 
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THE ASSET (THE HOUSE) 
Asset Owner 
The housing provision bodies are providing the service on behalf of the state. The funding to 
purchase these homes was provided by the state and thus any considerations around asset 
transfer or securing funds on the strength of public assets could require specific approval from 
the Department of Housing which in turn requires approval by the Department of Public 
Expenditure and Reform.  
 
In reference to the Climate Action Plan, the government have indicated that the level of 
emissions reduction could be achieved by “Increasing the cumulative number of buildings that 
are retrofitted to a B2 equivalent BER to circa 500,000 by 2030” 
(https://www.gov.ie/en/publication/5350ae-climate-action-plan/, Part 9 in the Report, Action 
64 in the Annex of Actions). This refers to the 141, 504 social housing dwellings currently in 
Ireland.   
 

However, the LAs are not able to economically complete the proposed retrofits, therefore the 
SPV was included in the model. As the local authorities would not contain the internal capital 
resources to complete the required retrofits indicated in the Climate Action Plan to raise the 
energy performance of their housing stock towards the B2 Energy rating criteria selected. 
 
Dwellings  

 
Value increased – estimated at 10% of the value of the unit when new build A2 rated units are 
commanding up to 30% premium over 2nd hand ones.  (reference Knight Frank Conversation)  
o Life Cycle increased and addressed to future proof the house 
o Solar PV 

 Potential to export PV power post 2021 Microgen scheme (Climate Action Plan) 
 Potential to provide free Domestic Hot Water ( Relay to DHW tank from PV) 
 Smart Meter – Electricity – Integrating import export meters rather than smart 

meters. 
o District Heating (futuristic) 

 Solar hot water exported to network via heat exchanger – smart hot water meter 
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7.1.2 ERDF Grant Funding 
The ERDF (European Regional Development Fund) aims to strengthen economic and social 
cohesion in the European Union by correcting imbalances between its regions. 
The ERDF focuses its investments on several key priority areas. This is known as 'thematic 
concentration': 

 Innovation and research; 
 The digital agenda; 
 Support for small and medium-sized enterprises (SMEs); 
 The low-carbon economy. 

The ERDF resources allocated to these priorities will depend on the category of region. 
 In more developed regions, at least 80 % of funds must focus on at least two of these 

priorities; 
 In transition regions, this focus is for 60 % of the funds; 
 This is 50 % in less developed regions. 

Furthermore, some ERDF resources must be channelled specifically towards low-carbon 
economy projects: 

 More developed regions: 20%; 
 Transition regions: 15%; and 
 Less developed regions: 12%. 

 
Willingness and barriers 
With regards, ERDF funding, we approached various stakeholders across Europe for their 
opinion on the model. The following outlines their views. 
 
Ron Von Erck (Energiesprong - Head of International market development)  
From conversations with Ron van Erck, Head of International market development at 
Energiesprong, he highlighted that 80% grant funding is significantly high, and is not scalable to 
achieve the quantity of social housing retrofits required.   
 
Marianne Clayton/Maria Segura (Clayton & Segura - State Aid Lawyers) 
The following opinions and views regarding the existing model were provided from Clayton and 
Segura – State Aid Lawyers during a meeting in Brussels. The purpose of this meeting was to set 
the preliminary state aid considerations regarding the Financial Instrument Model proposed in 
the EMPOWER project as described throughout this report.  
The issues raised during the meeting are outlined below.  
I. The use of ERDF grant funding for improving energy efficiency of social housing 
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The first issue that was raised was whether there was any rule/provision under EU legislation 
that would go against 80% of the financing of the Special Purpose Vehicle (SPV) coming from 
ERDF funding (the remaining 20% being financed by a financial institution loan). 
 
1.1 Possibility to allocate ERDF funding for energy efficiency in social housing 
As a preliminary remark, one should confirm that there is nothing in the ERDF Regulation 
(Regulation 1301/2013) that precludes use of those funds for the purposes of improving energy 
efficiency in social housing. On the contrary. Recital 13 and Article 5(4)(c) of the Regulation 
consider improving energy efficiency in buildings as one of the established objectives. Thus, this 
type of expenditure on social housing should be covered. 
In addition, Recital 49 of Directive 2012/27/EU (Energy Efficiency Directive) encourages Member 
States to make full use of the Structural and Cohesion funds such as the ERDF to trigger 
investments in energy efficiency improvement measures, particularly by means of financing 
facilities (Recital 50). Furthermore, Recital 52 of that Directive also provides that financing 
facilities could use those contributions, resources and revenues to enable and encourage private 
capital investment drawing on institutional investors, while using criteria ensuring the 
achievement of both environmental and social objectives for the granting of funds; make use of 
innovative financing mechanisms. 
 
1.2 No cap imposed on the amount/share of the ERDF funds allocated 
The ERDF Regulation does not foresee a cap to the amount of ERDF funding that can be 
allocated to a project. 
There is a constrain regarding expenditure in as far as 80% of the total ERDF resources at 
national level must be allocated to two or more of the thematic objectives set out in Article 9 of 
Regulation 1303/2013. This is a matter to be settled by the Southern Regional Assembly. 
The fact that 80% of the SPV may be financed by ERDF funding does not per se raise any issue. 

7.1.3 Social Housing Tenant 
A Social Housing Tenant is a household qualified for the social housing support (eligible for social 
housing and in need of social housing) and is renting a social house. 
 
Willingness and barriers 
This model illustrates 2 main links with the tenant and other stakeholders: 

 

 Local Authority: The tenant pays a rent in return for the right to rest in the dwelling. This 
rent is significantly discounted from the market rent and heavily subsidized by the Dept 
of Housing via the relevant housing bodies (primarily Local Authorities).  
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Energy Supplier(s): The tenant pays for the energy consumption of the dwelling. That energy is 
provided in many forms across the housing sector including, but not limited to the following:  

 The tenant benefits from  
o Increased comfort with no investment 
o An estimated 15 year saving in fuel cost amounting to €22,721.73c (See section 

5 for further breakdown of figures) 
o Avoided carbon tax exposure over 15 years by moving to biomass or renewable 

electric heating of €2,866.67 (See section 5 for further breakdown of figures) 
 

 Private and social rental rates.  
 During the research process, it was highlighted that in 2016, the average weekly rent 

paid to Local Authorities 68.50€ 

In comparison, the average weekly rent paid to private landlords in April 2016 was €199.92 
(https://www.cso.ie/en/releasesandpublications/ep/p-cp1hii/cp1hii/tr/) 
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7.1.4 Energy Supplier  
The main Energy Suppliers in Ireland for Electricity and Natural Gas are provided below in Table 9. 

Table 9 – List of licensed energy suppliers in Ireland (https://www.cru.ie) 

Electricity Licensed Suppliers Natural Gas Licensed Suppliers 
Electric Ireland Electric Ireland 

Bord Gais Energy Bord Gais Energy 
SSE Airtricity SSE Airtricity 

Naturgy Naturgy 
Energia Energia 

Prepay Power Prepay Power 
Pinergy Pinergy 

Panda Power Panda Power 
BE Energy Flogas 

 Just Energy 
 

Willingness and barriers 

The Energy Supplier provides energy to the tenants and receives payment through their energy 
bills. The bills include standing service charges and charges based on energy savings. 
There is also a service charges in return for the use of the network to the Network Provider, with 
an increased service charge based on energy savings. 

Energy Savings  

In the model, the Energy Supplier could increase service charges based on energy savings.  

o Analysis from previous retrofits completed by 3cea estimated 15 year saving in 
fuel cost amounting to €22,721.73c (See section 5 for further breakdown of 
figures)  

o Avoided carbon tax exposure over 15 years by moving to biomass or renewable 
electric heating of €2,866.67 (See section 5 for further breakdown of figures)  

Energy Credits 

SEAI (Sustainable Energy Authority of Ireland) is the administrator of the Energy Efficiency 
Obligation Scheme (EEOS). The scheme started in 2014 and will run until at least 2020. It places 
obligations on energy suppliers and distributors to deliver energy savings. This is true for all 
energy types, including electricity, gas, and solid fuel. 
 



 

33 

 

 

Companies who sell large amounts of energy are known as Obligated Parties (OP) and they have 
targets under the scheme. Obligated parties offer supports to make homes or businesses more 
energy efficient. For every unit of energy saved through these projects, they achieve energy 
credits towards their targets. This will help Ireland to reach national and European energy saving 
targets. 
 
For the residential sector, the eligible measures include: 

 Insulation: Roof, external wall, cavity wall and floor insulation 
 Glazing: Full window and external door replacement 
 Heating: High efficiency boiler, solar water heating and heat pump installation 
 Information: Home energy report and shower energy monitor. 

Energy Credit Value based on 10c/kWh (one off payment) equates to €2,189 per unit to achieve 
a B1/A3 energy rating.  
 

The Energy Supplier of the tenant need not be the Obligated party purchasing the savings. 
Noting that obligated parties will have differing appetites for savings in Fuel Poor sector. 
 
Note also that the targets for 2030 for the Obligated Party Energy Credit scheme has not been 
released at the time of issuing the report, with the value expected to increase significantly on 
the number reported above to reflect the EU Energy Directive II ambition to 2030.  This is a 
potential additional funding stream to assist with the upgrade of the social dwellings.   

 
7.1.5 Network Provider 

Supplier will be responsible for arranging smart meter.  

o Network Provider (maybe should be energy supplier, can it work with SPV??, issue 
with the current model. Look at Provider becoming supplier (UK model), provide 
reduced rates for tenants?  

o Should/can the provider be involved in this model as it is? if removed what are the 
implications (pay into exchequer??) 

o Increase standing charge (implications) 
 Install Smart Meter 

 Import-Export Meter – PV model 
  Consider the impact of smart metering or smart technologies in 

managing the home-owners energy use. 
 Capacity to contract with LA in an SPV.  

 Permission granted by State to do so for Social Benefit?  
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7.1.6 Special Purpose Vehicle (SPV) 
A Special Purpose Vehicle is a subsidiary created by the Local Authority to isolate financial risk. 
It’s a separate entity with its own balance sheet. 
 
Marianne Clayton/Maria Segura (Clayton & Segura - State Aid Lawyers) 
 
The following opinions and views regarding the existing model were provided from Clayton and 
Segura – State Aid Lawyers during a meeting in Brussels regarding the SPV inclusion in the 
existing model.  

 The appropriateness of the use of the Special Purpose Vehicle 
 
The Guidelines on State aid for environmental protection and energy 2014-2020 (Environmental 
Guidelines) and the General Block Exemption Regulation (GBER) are the applicable state aid 
legislation in order to assess the state aid aspects of the proposed model. The use of a SPV for 
the stated purpose of improving and monetizing energy efficiency in social housing is not 
precluded by those legislations. 
 
In terms of improving energy efficiency through renovation works, Recital 147 of the 
Environmental Guidelines provides that “…a financial instrument set up by the Member State to 
finance renovation works may be considered as an appropriate instrument for the granting of 
State aid.” 
 
Furthermore, in the context of the GBER, Recital 105 defines an ‘energy efficiency fund (EEF)’ as 
“a specialised investment vehicle set up for the purpose of investing in energy efficiency 
projects aimed at improving the energy efficiency of buildings in both the domestic and non-
domestic sectors. EEFs are managed by an energy efficiency fund manager.” 
Therefore, for the purposes of the current proposal, the SPV constitutes an EEF within the 
meaning of the GBER and can be considered an appropriate instrument to obtain the stated 
objective of the project. 
 
However, what is less clear based on the information provided, is the extent of the involvement 
of the NP in the SPV, which will be significant in determining whether the financial model finds 
shelter under the GBER. In addition, in order to exclude that the NP receives state aid through 
its mere participation in the SPV, the contributions of the two parties (the Local Authority and 
the NP) must correspond to Pari passu market conditions. 
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7.1.7 Energy Savings Company (ESCO) 
There are still numerous interpretations of Energy Service Companies. The Energy Service 
Directive (2006/32/EC): defines it as “a natural or legal person that delivers energy services 
and/or other energy efficiency improvement measures in a user's facility or premises and 
accepts some degree of financial risk in so doing. The payment for the services delivered is 
based (either wholly or in part) on the achievement of energy efficiency improvements and on 
the meeting of the other agreed performance criteria”. 
The Energy Efficiency Directive (2012/27/EU), does not have a complete definition regarding 
ESCs, but it refers to the term of Energy Service Provider: “An Energy Service Provider means a 
natural or legal person who delivers energy services or other energy efficiency improvement 
measures in a final customer’s facility or premises”. 
 

ESCOs are a kay player in the field of Energy Efficiency Projects: 
 They can provide turnkey services including energy audit, design engineering, 

construction management, long-term project financing, commissioning, maintenance, 
savings monitoring & verification. 

 The remuneration system is based on the performance of the project. 
Willingness and barriers 

When providing Energy Performance Contracting (EPC), ESCOs share the unique characteristic to 
assume performance risks by linking their compensation to the performance of their 
implemented projects, thus incentivising themselves to deliver savings-oriented solutions.12 
 
Ron Von Erck (Energiesprong - Head of International market development) 
ESCO’s – want 8% return on investment all the time.  

Ron expressed a note that less expensive finance should be available directly to the housing 
body and thus the supplier of the Retrofit solution should be contracted to perform thus 
removing the premium of 8% finance costs designed to cover energy performance non delivery. 

 

12 Boza-Kiss Benigna, Bertoldi Paolo, Economidou Marina, Energy Service Companies in the EU - Status 
review and recommendations for further market development with a focus on Energy Performance 
Contracting, EUR 28716 EN, Publications Office of the European Union, Luxembourg, 2017, ISBN 978-92-
79-71475-7, doi:10.2760/12258, JRC106624 



 

36 

 

 

7.1.8 Insurance 
With a risk coverage product from an Energy Savings Insurance, firms are insured against the 
provider failing to fulfil its contractual obligations regarding the energy savings. The insurance 
creates trust in energy efficiency and reduces the credit risk of the firm, especially for SMEs. 

Willingness and barriers 

In this model, the Insurance Company is linked with the SPV. The SPV pays for the insurance and 
in return the Insurance Company covers 3/5 years of shortfall in energy savings.  
 
The Energy Services Company (ESCO) guarantees a certain amount of yearly savings to be 
achieved throughout the duration of the contract. The provision on savings also must clearly 
define what happens: 

 If the guaranteed savings are exceeded: how are the excess savings are distributed 
between ESCO, SPV, LA and Tenants. 

 If the guaranteed savings are not achieved: how are the losses between guaranteed 
savings and actual savings settled with the ESCO and Insurance Company. 

 

Some different aspects could be a source of energy savings shortfall: 
 Bad definition of a reference scenario 
 Incorrect design of the energy savings measures 
 Breakdown of installed equipment 
 Insufficient consideration of changes in the building 

 

 

For example, Energy Efficiency Policy of Munich RE is specifically designed for investors in 
energy conservation measures, energy services companies and those financing energy savings 
projects. It provides cover for the assets installed, revenue generated by projects and shortfalls 
in energy savings realised each year. 
 

7.1.9 Finance 
Interest rate 

Public money should be available at between -1% interest and 2% interest rates on the market 
where no third parties are engaged. ESCOs in EU require a return of 8% on finance provided to 
make it economically viable. Credit Unions are shifting large funding volumes to the EU market 
to avoid negative deposit interest rates in Ireland. (Ron Von Erck - Energiesprong - Head of 
International market development) 
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Balance Sheet & P&L of investment 

In any model for finance the investor will look at the financial statement.  

 Balance sheet 
 Income statement (P&L) 
 Cash Flow Statement. 

The context for stating the above may seem arbitrary in this financial instrument model 
assessment but it’s critical that this is the foundation to any model. 

Additionality to funding 

 Statement of changes in equity 
 Supplementary notes to the statement 
 Review of the economic situation.  

In the model proposed it is important to garner an understanding for the  
a) Ownership of the fixed asset.  
b) The operating cost 

a. The maintenance costs (The housing authority) 
b. The energy costs (tenant) 
c. Taxes or levies. (property tax/levies etc) 

c) Income from the Asset 
a. Income from rent 
b. Income from funder (department of housing) 
c. Local budgetary funding from Local Authority (normally paid for period of years 

post commission) 
d) Balance Sheet 

a. Value of asset 
i. With retrofit 
ii. Without retrofit.  

Looking at the Cash Flow Statement below for all the income and expenditure associated with a 
sample set of 12 units completed in 3cea by Wexford County Council in 2018.  
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Table 10: Cash flow Workings 

 
In Table 5 earlier in this report, the 3cea calculated this for the 3 County region to comply and 
deliver the Climate Action Plan total of 10,000 Social homes by 2030 to B2 energy rating or 
better.  

Cash Flow Worked Model
Inflation Rate

2%
Debt %

20%
Interest Rate

8%
No of units

10000

Column1
Column2

Column3
Column4

Column5
Column6

Column18
Column19

Column20
Column21

Column22
CASH FLOW CALCULATION

Start
1

13
14

15Totals
Benefactor

15 year model
Notes

Rate : Note
Pre Works

2020
2021

2033
2034

2035
10,000 units
Expenditure Stream
Cap Ex

122,040,000
€ 

488,160,000
€ 

610,200,000
€ 

Housing Body
Loan Repayments

8% market rate
Based on Refinanced scale at '000s of units

-
€                  

Housing Body
Interest Payment

Interest Payment
9,763,200

€               
1,952,640

€   
1,301,760

€   
650,880

€       
78,105,600

€   
bank

Capital Repayment
Capital Repayment

8,136,000
€               

8,136,000
€   

8,136,000
€   

8,136,000
€   

122,040,000
€ 

Housing Body
810,345,600

€ 
Sub Totals

122,040,000
-€ 

488,160,000
-€ 

17,899,200
-€            

10,088,640
-€ 

9,437,760
-€   

8,786,880
-€   

810,345,600
-€ 

Housing Body
-

€                  
Income Stream

-
€                  -
€                  

Avoided Energy Cost
Average per house based on DEAP

€650
6,500,000

€               
8,243,572

€   
8,408,443

€   
8,576,612

€   
56,203,605

€   
Tenant

Maintenance Savings Housing Authotiy

Based on average cost of maintenance 
per house in LA less the costs of 
maintanance post retrofit

250.00
€                           

2,500,000
€               

3,170,604
€   

3,234,017
€   

3,298,697
€   

43,233,542
€   

Housing Body
Energy Credits (EEOS - Obligated Party)

€0.10
15,000,000

€            
15,000,000

€   
Housing Body

-
€                  

Avoided Carbon tax
€35 / tonne non ETS per tonne of CO2

-
€                  

1,911,111
€               

1,911,111
€   

1,911,111
€   

1,911,111
€   

28,666,667
€   

Tenant
Loan Draw Down

122,040,000
€ 

122,040,000
€ 

Housing Body
ERDF Funding

488,160,000
€ 

488,160,000
€ 

Housing Body
-

€                  
Sub Total

25,911,111
€            

13,325,287
€ 

13,553,571
€ 

13,786,420
€ 

753,303,814
€ 668,433,542
€ 

Nett Loss/Nett Gain
141,912,058

-€ 
-23%
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Return on equity vs return on assets?  

Valuation of the asset before the retrofit 
Valuation after the investment 
Increased capacity to raise income.  
 
Response from Finance expert regarding the proposed financial model – Green Funds (Ray O 
Neill) 

 Every financier will look at repayment capacity first and foremost. In this case, on a per 
home view with each home requiring an estimated €50k of capital expenditures to 
generate €750 in savings per year over a 15-year period. That's €11,250 of savings that 
someone in the value chain can capture to pay down the cost of finance. A 20% debt 
finance model is a €10k up front loan from the bank. The loan would have to be priced 
at under 2% to make the interest payments affordable. More upfront repayments, like 
monetising the energy credits from the obligated parties etc. would help bring the total 
cost of capital down. 

 
 The second thing the financier would look at is the counter-party risk. The current 

model is too complex and replies on the full value chain to participate in a very 
structured long-term way. This many not be achievable. The financier typically wants a 
single strong counterparty to wrap the risk and underwrite the loan. This could be the 
local authority and it may make sense for the local authority to bundle the housing and 
energy into one packaged service for the tenants, thus enabling them to access the 
energy savings directly and underwrite the loan facility. This would make sense as well 
from the point of view of contracting with the energy supplier, which under current 
legislation, the tenants could switch in and out of contract with, thus making collection 
of the savings on the bill very difficult. 

 
 The third point of would make is that you cannot underestimate the cost of setting up 

and administering an SPV with grant and debt financing. The simpler the model is the 
better. All efforts should be made to reduce transaction costs and ongoing collection 
costs etc. The simple model would also suit an insurance product that could put a policy 
together to offset risks associated with the approved energy savings and/or the chance 
of a local authority defaulting on a loan repayment. 

 
I would conclude by saying that if a simple model was found, that, given the scale of the 
opportunity, there should be many pan-European banks, perhaps in partnerships with local 
banks, willing and able to fund the debt requirement. I would also imagine that the local 
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authorities, given the predicted rise in carbon prices, would find this an ideal way to offset risk 
of rising utility bills for their tenants, so there is a clear social benefit to doing this.  

7.1.10 Building Regulations  
Building Regulations Part L 

The upcoming revisions to the building regulations are currently being introduced in Ireland.  
The regulations aim to increase the energy efficiency of the residential sector, implementing 
stringent energy requirements and standards for all housing sectors in order to move towards 
zero energy or “positive” energy buildings.  

Nearly Zero Energy Buildings (NZEB) 

NZEB refers to a building that has a very high energy performance, with the “nearly zero” or low 
amount of energy required, provided from renewable sources. These requirements will help 
increase the energy efficiency of Irelands current residential sector. 
 
In order to meet the A3 ratings, the building fabric, in addition to the heating system must be 
addressed. (especially if over 10-15 years old) This is currently being achieved nationally and 
internationally with the introduction of heat pump technology, which has seen a significant 
increase in recent years, as we move to electrify the residential sector.  
 
The Climate Action Plan (CAP) stated that it aims to upgrade 500,000 homes by 2030, to a 
minimum B2 BER rating.  This is a major response to reduce our dependency on fossil fuels, with 
ambitious targets to install an estimated 600,000 heat pumps by 2030 to assist in achieving our 
2030 targets.  

Major Renovation 

Under the new Building Regulations (TGD Part L 2017), where more than 25% of the surface 
area of the building envelope undergoes renovation, the energy performance of the whole 
building should be improved to a “Cost Optimal level” in so far as technically, functionally and 
economically feasible. This is defined in the building regulations as:  

 Upgrading heating systems more than 15 years old  
 Upgrading cooling and ventilation systems more than 15 years old  
 Upgrading lighting more than 15 years old.   

When calculating the proportion of surface area undergoing renovation, the area of the whole 
building external envelope should be considered including external walls, roofs, floors, windows, 
doors.  
 

Behavioural Change 
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Does the tenant value the comfort, carbon tax savings, reduced energy cost and health benefits 
from better air quality and increased indoor living conditions?  

7.2 Cost Analysis 
The following analyses the estimated economic and energy costs and savings with retrofitting 
social houses It shows the energy, and cost savings achieved, utilising projects completed by 
3cea during the period of 2013-2018.   
 
At the time of the analysis, the actual energy data wasn’t readily available, therefore the energy 
savings proposed throughout the report are based on the Building Energy Ratings (BER) of the 
dwellings before and after energy refurbishments were completed. The BER rating indicates a 
building's energy performance (like the energy label used for household appliances). It uses a 
scale of A-G, with A the most efficient, and G-rated homes the least energy efficient.   
 
The BER is calculated using the Dwelling Energy Assessment Procedure (DEAP), which is the 
official Irish methodology for calculating the energy performance and associated carbon 
emissions for the residential sector. It analyses the building fabric, ventilation, lighting, space 
and water heating. DEAP is also the compliance tool used in Ireland to specify that Part L 
(Conservation of fuel and Energy) of the Building Regulations has been achieved.  
 
Performance gap – The performance gap is the difference between the predicted energy 
consumption and the actual energy consumption.  Sanders et al 2017 stated that the 
performance gap of energy measures is estimated to be in the region of “50%, with 35% relating 
to performance gaps and 15% from increased internal comfort”. Furthermore, it stated that the 
gap increases within areas affected by fuel poverty, compared to middle to upper income 
homes, due the increased thermal comfort levels and indoor air quality of the dwelling following 
the retrofit works.  
 
Methodology of analysis –The total “predicted” energy savings were calculated using the BER 
data (before and after the retrofits). This enabled the energy consumption (kWh/yr.), and 
associated cost and energy savings to be determined. However as previously stated the analysis 
is based on predicted data, and not “actual” data.  
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7.3 European Models Feedback 
 

During the research, numerous stakeholders were interviewed regarding similar European models. Their 
feedbacks are related below. 

7.3.1 Romania: Tudconsult 
 

Mihai Tudorancea, Managing Director of Tudconsult, who specialize in energy retrofitting of the 
domestic sector in Romania. From conversations with Mihai, he outlined his issues/concerns regarding 
the present financial model: 

• The project must be based on actual consumption (e.g. monitoring data or utility data), not 
just estimated consumption and savings from BER data 

• Better costs/rates could be obtained if the project is hosted by LA as opposed to a 
contractor 

• Crucial to include a solid financial partner 
• Possible to have funds and technical resources from ELENA 
• Maintenance savings could be circa 60% from their experience in similar projects.  
• Need strong implication from political part 
• Need a large-scale project to interest bank and partners, additionally a low interest rate 

over a long-term period must be provided to make the retrofitting of domestic properties 
economically viable at large scale.  

• Need to standardise the process with structured measures which are standardised to enable 
the model to be incorporated at a large scale.  

• The right-hand side must work for the left-hand side model 
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7.3.2 France: Iledefranceenergies 
Antoine Colin-Goguel, Administration Secretary of Iledefranceenergies, is specialized in social housing 
retrofit, who provided their feedback about the present model and current projects in France. 

About the savings: 

 In France the social housing bodies try to use the regulation to collect the savings from the 
tenants, by the third line of rent, but this regulation is valid only if the tenant agrees with this: 
but it’s, most of time, never the case. So, this solution is finally never used. So, they have no 
solution to collect the savings if the tenants pay the bills directly to the energy provider.  

 The two cases which the model could function: If the client pays the energy or If the ESCO pays 
energy. With this solution, the client collects the savings, could use it to pay the debt or invest in 
other works, or can reduced the rent of the tenants, with a part of the savings. 

• From his point of view, this model is economically too complex with all the money transactions 
to manage the collection of the savings and will scare the investors. Because, the contractual aspect will 
become more important than the financial aspect with this model. 

About the stakeholders: 

 From his point of view, the local authority must take care of the energy management 
(management of contract, payment to the energy provider, ask charges from tenants). 

 The SPV (or the ESCO) must manage the financial aspect: Loan from bank, grants, esco payment, 
insurances, because of the economic scale of the project (next point) 

 Always from this point of view, the creation of ESCO, able to manage EPC contract and all the 
things to do, the creation of a SPV able to manage the project: all this need time to improve and 
has a cost. So, when we are thinking about an economic scale for the investment and payback 
with savings, he tells us to be careful about the economic scale of the project for the SPV and 
ESCO too. 

His recommendations: 

 Find a solution, with modification of the regulation, to collect the savings directly from the 
tenant to the LA, or move the management of energy to LA. 

 Simplify the model, minimise the financial transactions 
 Centre the model on LA and SPV/ESCO : LA manage the rent and pay for works and collect the 

savings, and SPV/ESCO manage the project and the financial aspects. 
 Don’t forget that this system needs time and investment to be created and enter in function. 
 The savings are a significant part, but grants and energy credit too. 
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7.3.3 France: Eiffage Energie Systemes 
 

Philippe Berquet, Maintenance manager of Eiffage Energie Systemes in Normandie, is specialized in 
housing retrofit. He gave is feedback about current projects in France. 

 They are engaged for a temperature in each apartment in the building, and a maximum of 
consumption for this temperature (a global building consumption, not per apartment). 

 They actualise each year the engagement with new Heating Degrees Day. 
 They don’t actualise the engagement with the number of occupants, because they sell DHW by 

another way, and they sell each m3 of hot water. 
 All the apartment is connected to a centralised heating production. 
 The housing body engage the cost of works and collect the savings by paying the bills directly. 
 There is one different model for each project. 
 It is easy to win 35% with good recommendations for a 30- or 40-years old building. But need to 

make difference between heating and DHW. 

 

7.3.4 Netherland: Energiesprong 
 

Energisporing is a European independent team working in the social housing market. This company is 
hosted by local consultancy agencies in each country. 5,000 houses were retrofitted since 2014 when 
the project started. Ron Von Erck, Head Manager, comments the model: 

 Why go through the energy supplier: 
o Give savings back to housing provider to simplify 
o Reduce the energy bill but maintain the rent 
o Rent + Energy before = Rent + Energy After (warmer home and healthier home) 
o Keep the money / Get the money to the LA and don’t use an SPV. (Check with the 

department) 
o Don’t not do because of a rule – change the rule. Don’t move model around rules.  

 

 About the ESCO/Contractor 
o Be careful about the return on investment rate: Money is available at 1.5% to 2% for 

housing investments through the housing owner. ESCO’s rate is often more. 
o Use a bond/insurance provided by the Contractor / ESCO  
o Insurance should not be separate to the ESCO or the Contractor 
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7.3.5 France: Tours Habitat 
Romain Landais, Maintenance manager of Tours Habitat, gave is point of view as a public housing body. 

 

 They have contracts with ESCOs in France for energy efficiency works in apartment. 
 Investments come from own founds, loan, energy credit and grants.  
 They invest and pay the bills directly. But they reduced the charges for the occupants. 
 They don’t keep the savings for the investment but use the energy credits and grants to reduce 

the investment. 
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7.4 List of Interviewed Stakeholders 
 

Company Name Role Activity 

Clayton & Segura Marianne Clayton Member of the Paris Bar and 
Brussels Bar (Liste E) 

State Aid Lawyer 

Clayton & Segura Maria Segura Member of the Brussels Bar 
(Liste E) and Madrid Bar 

State Aid Lawyer 

Eiffage Energie Systemes Philippe Berquet Maintenance Manager ESCO 

Energiesprong Ron Von Erck Head of International market 
development 

Energy Agency 

Energy Expertise Dr. Shane Colclough  Engineering 

Fincovi Ray O Neill Executive Director Renewable energy 
financial services 

IDF Energies Antoine Colin-Goguel Administration secretary ESCO 

Tudconsult Mihai Tudorancea Managing director Energy Agency 

Tours Habitat Romain Landais Maintenance Manager Social Housing Body 

WIT Dr. Derek Sinnott Head of Department of the Built 
Environment 

Engineering 

UCD Dr. Shane Colclough School of Architecture, Planning 
and Environmental Policy 

3rd Level Research 

    

Table 11 – List of Interviewed Stakeholders 


