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Summary of Energy Services Business Models
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Government Role vs. Market Role in Energy Efficiency

Government
Role

Provide
Incentives

Develop Policies 
and Programs

Stimulate Market
development

Growth and 
Development of 

Energy Services Market

Active Participation 
of  Banks and 

Financial Institutions

Sustainable Project 
Development and

Commercial Financing

Governments need to “lead by example” to foster and promote ESCOs
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Public Sector ESCO Opportunities & Barriers

• Large opportunities for 
improving energy efficiency

• Public sector needs 
implementation assistance from 
ESCOs

• Barriers to ESCOs
 Public procurement regulations
 Inability to sign multi-year contracts
 Limits on retention of savings
 Limited internal capacity to 

implement or to manage ESCO 
contracts

 Lack of availability of commercial 
financing 

 Split responsibilities for capital and 
operating budgets
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Government Actions to Foster ESCOs

Government 
Actions to 

Foster ESCOs 

Create a large 
and stable 
demand for 

energy services 
projects in the 
public sector

Remove barriers 
to public 

procurement of 
EE services

Facilitate 
adequate and 

affordable 
financing of 

ESCO projects
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Creating a Demand for ESCO Services

Create a 
Demand for

ESCO Services

Increase public agency knowledge and awareness of ESCOs

Increase public agency capacity to identify ESCO
opportunities
Require public agencies to establish EE targets &
action plans

Develop standard templates, benchmarks, & M&V schemes

Aggregate similar projects across PAs

Develop and implement ESCO accreditation or certification

Organize Workshops with PAs and ESCOs
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Removing Barriers to Procurement of EE Services

Remove 
Barriers to

Procurement 
of EE Services

Allow public agencies to sign multiple-year contracts

Allow retention of energy cost savings to pay ESCOs

Change procurement rules to select most value, 
not least cost

Exclude ESCO payments from PA debt

Allow PAs to engage in PPPs and EE equipment leasing

Encourage PAs to use simple ESCO models

Require consumption-based billing for DH
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Facilitating Financing of ESCO Projects

Facilitate 
Financing of 

ESCO Projects

Establish EE revolving fund  (EERF) with loan facility

Establish EERF with energy services agreements (ESAs)

Provide budgetary grants 

Provide risk-sharing facility

Establish public ESCO or Super ESCO

Facilitate forfeiting of ESCO contracts
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Energy Efficiency Financing Options Ladder
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Illustrative Government Actions to Foster ESCOs
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Thank you

Dilip R. Limaye
dlimaye@srcglobal.com
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