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Introduction

This high-level workshop, attended by around 70 invited stakeholdepsesentatives from the
International Energy Agency, Commission DGs Regional Policynspart & Energy (TREN)
and the Commission’s Joint Research Centre, 19 national goeetsinndustry, NGOs and the
press — was organised to discuss the exciting prospectsdt@iening up for the building sector
with respect to recently adopted energy efficiency legislation alie/po

An informal dinner was attended by most delegates the nigbteyedt which Dr Rick Bradley,
Head of the Energy Efficiency and Environment Division at [th&, gave a rousing speech
outlining the global scale of the sustainable energy challewgeface and the crucial role of
energy efficiency as the cheapest ‘fuel’ of all. Hieech was echoed by many the following day
with many participants pointing out the urgency for action indngjs given the climate change
and energy security challenges that are ahead of us. In partitwas highlighted that now is
not the time for a lack of ambition from either national ordpean policy makers. Instead it is
the time to propose concrete actions to improve the situatioredver, it was stressed that if the
EU wants to become the world leader in energy efficiency, tbiona rather than words will be
needed.

Dr Bradley’'s speech and the briefings given to the plenary oerduand future policies by DG
TREN, use of structural funds in housing by DG Regional Policy Etergy Performance of
Buildings Directive by the IEA, and keynote addresses by REBEPUpper Austrian Energy
Agency and the top civil servant at the Austrian Environment Mynistset the tone for open
roundtable discussion and debate.

Four groups of delegates each discussed two main areasurstrfiehds for housing and energy
efficiency action plans (EEAPs) under the Energy End-use i&ifig and Energy Services
Directive. The objective was to develop concrete proposals etiwhs for moving energy
efficiency in buildings to the next level. This document repon the outcomes of the workshop,
and is intended to inform the acceleration of both European @mlbkt State building energy
efficiency policy, specifically the development and content of the Eurap@hnational EEAPS.

1 — Building administrative/institutional capacity

Rapid housing privatisation in many new Member States has cdatfibma lack of institutional
capacity to manage and deliver effective housing policy. It misans that the vast majority of



dwellings in new Member States are owner-occupied, which posdsufartchallenges to
levering in funding for urban regeneration including energy efficiencybistument. This lack of
administrative or institutional capacity and concerted action can provdenbok for delivery of
energy efficiency policy and programmes.

At the same time, responsibility for energy efficiency polic most Member States is spread
across many government departments and agencies, nationallpcatig, with little of the
coordination necessary to deliver energy efficiency in housiggneration projects. This ‘split
responsibility’ has also contributed to difficulties transposthg Energy Performance of
Buildings Directive (EPBD). Furthermore, institutional atcal energy efficiency expertise is
lacking, in particular in regions where cooling requirementaaignificant feature of residential
energy demand, but also more broadly in the areas of energy auditingraifidation. Yet —
despite (successful) political demands for European funds toadde osable for housing under
the new EU budget — public bodies and agencies are not applying farpgpert provided under
the structural funds programme which can be used to help build diministrative and
institutional capacity needed to compete effectively for EU supat deliver energy efficiency
objectives.

This support can be accessed to help build the institutional tapaeided to develop proposals
for accessing funds that can be used for regeneration. D@rR¢§lolicy now provides financial
assistance for building administrative capacity and raisireyevess. This is crucial in enabling
governments to coordinate partnerships for applying for European.fiNainal energy
agencies deserve support in their involvement in these issufsyaare in a good position to
transcend the division of energy efficiency responsibilitgroas departments. Relating
specifically to the EPBD, the Intelligent Energy Europe-funded Gtaaté\ction and Buildings
Platform programmes are able to provide support and build capacgifective implementation
of the Directive.

In practical terms, DG Regional Policy recommends that eredfgyency stakeholders focus on
small steps that can be taken right away — namely to cdmbasing ministries and investigate
the administrative capacity for applying for structural fundss Till begin to address any gaps
in inter-departmental communication, including on energy effigied&inancial institutions
should be approached directly and involved in national stakeholder nseetirnergy efficiency
and capacity-building events for accessing structural funds.

Beyond the new Member States of the European Union, institutapacity is also an important
barrier to better energy efficiency in buildings. Noticeastythe national level, the fact that
policy related to buildings is spread across several levag@wdrnment (national, regional and
local) as well as spread across different areas of goesmin(environment, energy, planning,
industry) means that developing joined-up thinking is not alwagg. &dhe best practice from
Denmark and the UK concerning the development of national action ptensesn however as a
step forward, as the fact of having to develop a plan atdmter cross cutting discussions and
approaches. With this in mind, the development of national action fdarenergy efficiency
under the Energy Services Directive offers a major oppoyttmitmprove understanding and to
build national capacity to improve buildings.

2 — Defining the agenda
In light of many competing economic, societal and environmeni@iitees for national, regional

and municipal budgets, as well as competing political prioritastransposing European
directives — energy efficient housing and other building refurlbésttmeed to be clearly defined



and strongly prioritised within Member States’ agendas in tHenastEEAPs — especially given
the Commission’s latest (Energy Efficiency Green Papesfatiag of the fact that Europe’s
greatest potential for C@nd energy saving is in buildings. This needs to be done quicklysand a
part of fulfilment of the requirement to produce nationgioacplans within 12 months under the
Energy End-use Efficiency and Energy Services Directive (ESD).

In particular, national action plans need to focus on unlocking the oigntial that remains in
the existing residential building stock and which is not calésethe current EPBD. With 80%
of the potential lying in buildings below 1000 m2 and with the huge fobegonomic potential
that could be unleashed from unlocking the potential, national actios plast have a clear
focus on existing residential buildings.

Also in light of competing priorities, and in order to accesacttral funds, programmes to
improve building energy efficiency must be framed in terms ofruregeneration. In addition,
incorporating energy efficiency and housing into wider regemeratijendas will help ensure the
broader-based support necessary to see such programmes through slycddssfudlong with a
regional dimension for programmes, is necessary to be eligiblstfuctural funds support.
However, the most urgent immediate step, given the smallwindow, is for Member States to
integrate building refurbishment into national Operational Progresnthrough which structural
funds are channelled.

In order to define projects and programmes on such a scale amdtbegialise proportionate

benefits, significant resources must be made availableide savareness of potential benefits
from energy efficiency across stakeholders (builders, dessg occupants, public officials,

investors, financial institutions etc), housing tenures and housing types.

3 — Raising energy awareness

The need to increase energy awareness to facilitatgyea#icient refurbishment and European
support should focus on exploiting the ESD’s and EPBD'’s requirement&3Dédias provisions
for Member States to ensure households and businesses benefécttorate and informative
energy metering and billing. The infrastructure to achtbiseshould be accorded a high priority,
both to raise energy consumers’ awareness and to assist compliéthc energy market
liberalisation requirements.

The EPBD’s requirements for energy certification of homes shaldo be exploited to raise
awareness of energy-saving potential — though wider understanding of the beroefitdiction
needs to be promoted too. Energy audits for certification, whichldshmu provided free of
charge, should be accompanied by free energy advice explainingdmdpair dwelling owners
the options for energy efficiency improvement as well asfuhding mechanisms available for
those options. National energy agencies have a key role ywo@iacially, energy certification
can maximise its market transformation potential by beimigeti to funding for energy efficiency
measures. The energy rating achieved by a building should bd lokehether (say) the owner
is offered favourable loan or mortgage conditions or is elidtether types of incentives and
support. This will ensure building owners take heed of theggredvice provided. To reinforce
this, there is evidence from Estonia and Romania that refucbtlellings have achieved much
higher market value than ‘ordinary’ ones, with dwellings achigv25-30% more than the
ordinary market price in Estonia, and 50-100% more in Romania. Makithglemonstrating this
link — using energy certification as the overt signal — candngiawareness of the benefits of
energy efficiency improvement dramatically.



In addition to providing specific information to householders this@ seems a need to increase
awareness of the role of energy efficiency in relation doling. Recent evidence that was
outlined at the conference demonstrated that particularly in solbeopean countries there is a
significant lack of understanding of the role that energgiefficy measures in buildings can play
within the debate on cooling. Given the rise of air conditionirginghese countries, the need to
increase awareness is critical.

4 — Involving energy suppliers

Suppliers and energy service companies (ESCos) can be keyspiayéelivering energy
efficiency in buildings and accessing or levering in additidonatls. ESCos, however, cannot
guarantee contracted energy savings because every householdcherggs differently. From
financial institutions’ point of view, this reduces the bankgbilof energy efficiency
refurbishment projects.

For this reason, DG TREN’'s ongoing work to develop a consistéamigestment-grade’
methodology for estimating energy savings from energy effigieisc strongly welcomed.
Member States need to assess the extent to which ESCldsheho move energy efficiency
refurbishment forward, with respect to their abilitynelp bundle numerous small projects into
larger ones eligible for European support, applying methodologiéscémaguarantee energy
savings and so lever in more investment, overcoming barrisisgafrom mixed housing tenure,
as well as barriers which introduce excessive tendering bureaucescgiscovered by the EBRD
in Lotz, Poland.

Structural funding has been used to promote third-party finan&d@pgE In Austria, for
example, funding was used to finance the cost of getting a loaftyfucally 2-3% of the
investment) and the provision of information on how to set up a third-paageed project.

5 — Deciding on improvements

Especially in new Member States, following the rapid prigditt® of the housing stock, legal
frameworks for reaching collective agreement on refurbishrenehtmulti-family housing are
weak or absent. There is a lack of home-owner associationsledr legal status or mandate.
Where proper legal status is not present, decisions orbigiarent usually have to be made
unanimously. This can be especially difficult to achieve in thmmon situation of low- and
medium income households being involved in the same project.

To be able to apply for funding, people — much more important thatirdygeand associated
products and services — need to be grouped. Building ownership andemamagtructures need
to be reformed — ideally simplified — for public agencies teatifely coordinate and compete
for structural funds. In addition, incentives need to be provided tooiasjlto help ensure that
they and their tenants agree to move forward on refurbishments.

Using existing expertise, there is good potential for householdso#met refurbishment
stakeholders to group into larger projects as cooperatives. iBhanet of grassroots experience
with cooperatives in new Member States. They would form atteaptartners and legal entities
for applying for structural funds. Government departments in numerambkt States have
already begun working with the largest cooperatives to improve housing.



In essence, effective rules governing collective decisioningadn building improvements are
needed. Poland, for example, has developed a simple framehairlenables occupants of
multifamily buildings to decide refurbishment by majority. HBRare considering the
development of technical assistance packages to help fill the gapfindpgovernance.

6 — Implementing innovative incentives

There is a formidable body of knowledge regarding the desigmapidmentation of innovative
financial incentives for energy efficiency refurbishment, \whitas to be better translated and
utilised in practice. What is needed is a step change in rollodittake-up of incentives,
facilitated by the new accessibility of structural fundstousing and by increasing the energy
efficiency expertise in the banking sector on energy efficigmoject specifics. Major examples
of successful innovative incentives and use of structural fundssdestat the workshop include:

Piloting a revolving loan fund in Romania (in a small 20,000 populationicipality). The
pilot limits loans to the less well off to avoid fraudularge, and has clear and strong
contractual conditions. The next step for such a pilot would be tcograpluctural funds to
bear some of the risk of regeneration/refurbishment loans. Tinies devising loan
packages that start off with a low or no interest rate, whah increase over time. The
Romanian example has started small, but wants to demonstradageass before rolling out
nationally and accessing European funds.

A third of Hungary’'s approximately 40 banks are financing enexfficiency projects;
indeed, Hungary is proving an exemplar on ESCos’ involvement (thimudhte mainly in
supply-side projects). There have been many Hungarian projectdfbgdeoth structural
funds and state subsidy, providing loans using owners’ property adecall Data on
projects’ success is monitored and entered into a databasegki imeasier to identify
subsequent good investments. An innovative cash-flow based finanetttanism has been
established as well.

Combining loans with grants — there is scope for combining strudwmdbs with grants.
EBRD have done the former in Bulgaria and found it to be effedtir financing small scale
projects. EBRD worked in partnership with financial intermeega— local banks — who
understand the local context, deal with individual households, offesufable loan
conditions and conduct effective marketing campaigns.

Employing a system of repayment of the remainder of a refurkishioan when the
dwelling is sold. Alternatively, using no-interest, no repaymentdp#o be paid back only
when the dwelling is sold.

Providing a source of finance via building-integrated renewaBiesilarly, adding storeys to
existing multi-family buildings (common in Hungary) which can belsad flats to finance
refurbishment.

Outside the area of the structural funds financial incentigesell as other innovative incentives
schemes were discussed. For example the possibility to offar falanning permission for

energy efficient buildings or lower levels of local taxation fiighly energy efficient buildings

were just two of the ideas discussed. Particularly for neidibgs, where incentives can

encourage builders to move towards a higher level of endfigieecy, such schemes should be
considered and rolled out as part of the national energy efficiency alim p



7 — Tailoring financial mechanisms

Financial mechanisms and incentives need to be tailored toygleeof building, tenure and
income in order to also minimise transaction costs for prajevelopers. The challenge is to
bundle projects together to attract more capital, whilst nagusi‘'one size fits all’ approach that
deters participation. Because of the aforementioned gaps tingugjovernance, there may be
more immediately accessible energy saving potential in esfiaghily housing, higher-income
home owners and businesses. Indeed public sector buildings can amtladboude amongst the
‘low-hanging fruit’ for energy efficiency refurbishment, as las be a sector that must be used
to demonstrate success and raise awareness in other sestaspérienced in Austria and
Germany). It is crucial that financial incentives areatightiated according to the income of the
target groups — such as loan guarantees for middle-income hiussend zero-interest loans
and/or grants for low-income households.

8 — Further steps

In addition to the actions outlined in sections 1 to 7, the European Endiggriely Action Plan,
Member States’ EEAPs and strategies for accessing struittndsl need to take steps to address:

Minimum standards — the EEAPs should have a strong focus on raigiilgum efficiency
standards for appliances and building components, including consderati minimum
efficiency standards for buildings at EU level. Minimum ngiards or good practice
guidelines for the quality of service of financial mechanisms alsotodsel set.

Cooling demand — most urgently with respect to setting minimtamdards for cooling
appliances and demand reduction measures, and to accelerate ‘comVerdgivergy
efficiency measures to help offset rising cooling demand.

Compliance — even if energy efficiency standards are highnekd to ensure compliance
with even minimum energy efficiency is often not taken senjoesbugh. Credible and well-
funded compliance monitoring and enforcement mechanisms are required.

Alignment — streamlining existing national legislation and suppdnerses for energy
efficiency in a coherent and comprehensive manner is key.

Building energy auditing and inspection — should also be useitlaatify additional
technologies and approaches that might be appropriate for tdenguguch as renewables or
third-party financing.

Public procurement — needs to ‘trailblaze’ and make its riboibon to market
transformation. In addition, obstacles to public procurement @gyning ESCo contracts
need to be removed

Best practice — maintaining strong mechanisms for collation and dissieminat

EPBD — needs urgently to be extended to cover all buildings with less thanzf@@drarea.
The political momentum surrounding EU energy policy and secofignergy supply should
be utilised to ensure extension of the EPBD is fast-tracked.

Worst performing buildings — need to be identified and prioritised.

Future revisions to building regulations — to include minimum yardstirksonsumption per
mein each climate zone — regular national EEAPs must be rebasden opportunity to plan
ahead and garner stakeholder support for continual improvement of buildingticeg.l
Exceeding requirements — Member States need, like for exdbaplmark, to view existing
EU efficiency legislation as minimum requirements, and agjotdeyond these in order to
contribute to the Commission’s objective for the EU to bectimaewnorld’s leader in energy
efficiency.



