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Possible Priorities for Building Energy
Partnership between Bulgaria and Austria

1.1 Programme to Increase the Market Penetration of Combined
District Heating and Power Technologies

1.1.1 Background

For quite a long t ime, it has been known combined heat and power (CHP) has a considerable
technological potential in practically all the new democracies of Central and Eastern Europe. On the
one hand, this is due to these countries' long-standing tradition in central heat supply, on the other
hand, CEEC industrial structures continue to concentrate on "up-stream" segments (raw materials
and semi-finished goods) which are energy intensive.

In view of the large-scale (market) potential, it is astonishing that to date very few projects have
entered a concrete planning stage or have been translated into reality. Apart f rom the obstacles which
combined heat and power plants are typically faced with all over Europe as "independent" energy
producers (IPP), further reasons identified in CEEC are first and foremost the low level of energy
pr ices 1 and strong distortions of competition to the detriment of central heat suppliers

E V A . studies (1996) looking at specific project locations in Slovakia and Czech Republic show that,
even against the current background conditions for the power-producing industry, there are more than
just market niches open to CHP technology. The low level of energy prices is definitely a significant
obstacle, but only for those projects which are exclusively geared to district heating. In industrial CHP
projects, which ensure a high degree of utilisation of the capacities due to the continuous use of
process heat, the investment will pay off within 3 to 5 years, even on the basis of a conservative
price scenario.

in CEEC countries, the widespread use of CHP technologies is hampered by the following obstacles:

- lack of experience in various forms of project f inancing;

- lack of access to funds.

Proposed Project

1.1.2 Establishment of a Competence Centre for the Promotion of CHP Technologies In CEEC

For Slovakia f.e., a competence centre for the promotion of CHP technologies has been already
established in the f ramework of the Federal Chancellory's co-operation programme for Eastern
European countries. The competence centre is to contribute significantly to the removal of the above-
mentioned obstacles, focusing on small and medium sized CHP projects. Such a centre will fulfill
certain tasks which serve to lay a foundation for the development of the CHP market, but which the
market itself is reluctant to take over:

a) information to potentia/ users of CHP and to potential investors

D) identification and assessment of appropriate CHP projects;

c) market analysis and dissemination of information among interested investors;

d) continuous updating o f data relevant to the market;

e) adaption of a data base so as to ensure that information relevant to the market is readily available;

f) support to contracting companies which want to take up activities in the CHP sector.

Which are increasing in the last 2 years, see E.V.A. (1998), Energy Data of CEE Countries
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g) co-ordination with other national, bilateral and multilateral activities in this field.

The centre operates in close co-operation with the Slovakian Energy Inspectorate - Energy Agency.
The latter will independently take on the responsibilities of the centre after the bilateral co-operation
project has been completed. Due to the high potential for the use of CHP technologies in other
CEEC's, similar activities can be started there.

1.2 Programme for the Promotion of Energy Efficiency
Investments

1.2.1 Background

It is a significant obstacle to the improvement of energy efficiency in CEE countries that in the
investment process relatively few funds are available for energy savings measures. In spite of sure
returns on investment, energy-efficiency projects in the new democracies are often characterised- by
the following special features which make access to equity capital and capital from outside sources
difficult:

- relatively long pay-off periods of the investments, even though these vary strongly from project to
project;

- in part, the use of new technologies which come with certain risks;

- lack of information among potential project sponsors and investors;

- many small projects instead of one large-scale project cause more handling expenditure;

- long life span of investments and a relatively low risk as regards sales, but a risk of changing
background conditions in terms of energy policies.

Against the backdrop of these problems, so-called Energy Efficiency Funds are being formed in
some CEEC's in the framework of the PHARE programme and in co-operation with the EBRD
The funds in the CEEC are designed differently, but pursue the same goal. The funds are to offer loans
at subsidised interest rates (soft loans) to facilitate investments into energy efficiency projects. In both
countries, the industrial sector is expected to be the key area.

At the same time, CEEC are seeing relatively strong activities of so-called Energy Service
Companies (ESCOs). These companies are described as enterprises which invest into energy
efficiency measures on their own and get re-financing from the cuts in the energy bills. However, given
the current conditions in CEEC, the potential for contracting is very limited because the existing
ESCOs are small, with low equity capitalisation, little know-how in the field of project financing and
faced with innumerable legal obstacles.

Concerning the subject contracting in the building sector a programme by the EBRD started the
end of 1996. The EBRD puts a certain share of equity and outside capital at the disposal of the
ESCOs An outline contract with a big European ESCO was signed that way

Proposed Projects

- co-financing the existing energy-efficiency funds;

- promotion and support of ESCOs.

1.2.2 Co-financing of existing energy efficiency funds

The volume of existing Phare-Energy-Efficiency-Funds and those being in the stage of establishing is
rather limited in CEEC. A co-financing within the context of a bilateral co-operation increases the range
of the funds and enables the realisation of a larger number of projects. The means being used
revolvingly, secure the basis of action of the funds over a longer period. It could be eventually useful to
limit additional means of a co-financing to special types of projects, being only insufficiently
considered as far as the present aim of the funds is concerned.
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!(i cirder to guarantee an efficient impact of the grants, it should be considered to combine the awarding
of grants to supplier-competitions (in contrast to an awarding of grants according to the principle: First
comes - first served)

Tasks:

Support of the EEAs in

a) Identifying of alternative financial sources2

b) Negotiations with representatives of financial institutions und Austrian authorities dealing with
these tasks (Federal Chancellory, Ministry for Environment, Oesterr. Kommunalkredit AG.
Staedtebund, FGG East-West-Funds...)

c) Drafting a proposal for a joint financing programme

d) implementation of this programme on site

1.2.3 Promotion of ESCOs

The supporting of existing ESCOs or those being in the state of establishing, may refer to a know-how
transfer (project financing, the overcoming of legal obstacles, the formulation of contracting-
invitations to tender) as well as the increasing of the basis of the equity capital (finding of foreign
partners, invitations to tender for shareholding or shareholding-guarantees).

The following branches may be considered:

- contracting in the industry

contracting in the field of buildings (beginning with public buildings)

Tasks:

a) Support of the EEAs in seminars with employees and clients of ESCOs aiming at know-how
transfer about

- project financing,

- the overcoming of legal obstacles,

- the formulation of contracting-invitations to tender

b) Support of the EEAs in increasing of the basis of the equity capital by

- finding of foreign partners,

- invitations to tender for shareholding or shareholding-guarantees.

1.3 Renewable Sources of Energy

1.3.1 Background

Several surveys concerning the potentials for the use of renewable sources of energy are available for
CEEC. In addition to these renewable sources of energy, some CEEC's also have a considerable
potential for small and medium-sized hydroelectric power plants and - with a few reservations - for
geothermal power. As is the case in most other parts of Central Europe, the use of other renewable
sources of energy such as solar energy or wind power, is considered feasible to a lesser extent only as
regards the short and medium term.

according to the study done by one of the proposers: GEISSLHOFER A., et al. (1997), Alternative financing
options for environmental projects in Central and Eastern Europe, on behalf of trie Federal Ministry of
Science and Research, St.Poelten 1997
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In view of the strong dependency on energy supplies from abroad and the fact that the potential for
renewable sources of local energy are quite considerable, CEEC have planned their energy policy so
as to further the use of renewable energy sources.

Proposed Projects

• Establishment of a Promotion Centre for renewable energy sources (comparable to the Centre for
the Promotion of CHP; see above);

• Establishment of a Biomass Fund (a co-financing scheme to complement the PHARE Energy
Efficiency Fund);

• furthering producer co-operation in biomass use.

1.3.2 Promotion Centre for renewable energy sources

Following the institution of a competence Centre for the Promotion of CHP Technologies in Slovakia,
the creation of a similar centre for the promotion of renewable energy sources in other CEEC's is
imaginable Such a centre would serve primarily information- and counselling duties, as well for
potential users as for domestic and foreign investors and contributes that way to a reduction of
market entry obstacles. The centre will be set up at local carrier organisation, fulfilling the duties
independently after the end of the project.

Main prerequisite for an increased use of renewables is the competitiveness of renewables compared
to other sources of energy. Concerning the economic competitiveness of renewables under the
present basic conditions in the new democracies there are quite different, partly even contradictory.

Against this background the first duty of the centre would be the examination of the economic
viability of different technological possibilities of using renewables on the basis of comparable
incoming data for concrete locations and that way create a workable overview. On the basis of
such an overview analysis the main focus of the centre concerning close to market technologies could
be defined, in order to deal specifically with the most promising segments of the market.

The project proposal is to be seen as a development of an approach supporting the market entry of
new technologies only by elaborating feasibility studies, as the centre concentrates its work besides
the technical and economic evaluation of projects also on duties of market-penetration as well as the
accompanying of pilot projects.

Tasks:

a) Support of the EEAs in identification and assessment of appropriate biomass projects;

b) Support of the EEAs in market analysis and dissemination of information among interested
investors

1.3.3 Establishment of a Biomass Fund

(a co-financing scheme to complement the PHARE Energy Efficiency Fund)

The project idea is linked to the establishing of a so called Energy Efficiency Funds in the context of
the Phare-programme. Biomass projects are not eligible for grants according to the present guidelines
of the above mentioned Phare-Funds, being. It is useful to develop an aid-scheme for the use of
biomass in a tight co-operation with the Phare-Funds, in order to minimise administration
expenditures.

To minimise as well as possible the possible negative effects of grants, it should be considered to
combine the awarding of grants to supplier-competitions.

Tasks:

Support of the EEAs in

a) development of an aid-scheme for the use of biomass

_ _ _
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b) Negotiations with representatives of financial institutions und Austrian authorities dealing with these
tasks (Federal Chancellory, Ministry for Environment, Oesterr. Kommunalkredit AG, Staedtebund,
FGG East-West-Funds...)

c) Drafting a proposal for a joint financing programme

d) implementation of this programme on site.

Supporting producer co-operation In biomass use

Provisional investment calculations show, that only few biomass plants could be run economically on
locations in the new democracies, provided that all the facilities have to be imported as investment
costs play an Important role concerning the economics of biomass plants. On the other hand there
exists a number of local producers of smaller boiler plants, being able, when using improved
technologies, to meet substantial energy-economical and ecological standards. For these reasons a
multilateral CEEC-programme for the market-development in the field of biomass heating should
be considered, aiming at an increased co-operation on the level of the enterprise The awarding
of grants for different kinds of co-operation between Austrian and CEEC enterprises, being or aiming at
being active in the biomass market (joint marketing organisation, joint ventures in the field of
product development, etc.) is imaginable. In Austria the project can rely on all available instruments
to promote foreign investments.

Tasks:

Support of the EEAs in

a) Development of a multilateral CEEC-programme for the market-development in the field of biomass
heating,

b) Development of a joint marketing organisation3,

c) Development of joint ventures in the field of product development,

d) Drafting a proposal for a joint financing programme,

e) Implementation of this programme on site.

according to the modell of the Austrian Network on Woodpellets, in which one of the proposers was
involved

_
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2 Company profile of Energieverwertungsagentur E.V.A.

2.1 Background and Status

Energieverwertungsagentur, the Austrian Energy Agency ("Agency for the promotion of the intelligent use of energy", E.V.A. for
short) was established in 1977 as a non-profit membership organisation. E.V.A. is the Austrian energy research and policy
institution, in which its members like the federal and the provincial administration ("Bund" and "Lander" respectively) and some
thirty important institutions and corporations from a variety of economic sectors co-operate. The board of directors ("Presidium")
comprises the chancellor of the Austrian republic, the federal minister charged with energy affairs and the chairman of the
provincial governors.

2.2 Mission

E.V.A. is the principal partner of the federal government in its effort to attain its energy policy objectives, which aim mainly at a
macro-economically efficient production and a rational use of energy, at a stimulation of renewable energy sources and of
innovative technologies. E.V.A. acts, for all of its members, as a clearing house and a co-ordination platform for all associated
national and international activities.

The overall mandate of E.V.A is to make "energy savings", an energy source which can successfully compete with
conventional sources of energy, and to advocate boundary conditions under which market forces can act in favour of
renewables and improved energy efficiency.

2.3 Expertise

EVA employs a staff of close to 25 people, including secretarial support. The expertise of the staff members ranges across
the technical, economic, statistical and social science disciplines. The internal organisation is based on three areas of activity:
analysis, consulting and implementation/dissemination.

E V A analyses energy problems of technical, structural, financial, legal and behavioural nature, presents recommendations for
actions, offers information to decision makers, and addresses the appropriate public audience. E.V.A. develops long term
strategies for sustainable development. This includes the analysis and active support of Austria's present and future
interactions with the European Community as well as with the Central and East European countries.al and East European countries.

ults and promotes the diffusion of information regarding new
ciency of existing institutions and organisations with simitar
orts a variety of national and international networks.

Traditional sectors covered: renewabtes, energy efficiency in industry, building and transport, heat and power/CHP (oil, gas).

2.4 Services

E.V.A. offers information on the experience gained in the field of energy efficiency - on the level of technology, organisation,
policy, information, consulting and evaluation - both in the national and the international context.

E.V.A. gives scientific support to Ihn process of market diffusion of energy efficient technologies and provides a forum for the
in-depth analysis of controversial topics.

E.V.A. describes and discusses its activities in a quarterly newsletter, publishes study reports, offers customers information and
disseminates innovative energy technologies and instruments.

EVA. organises workshops, conferences and symposia. E V.A. gives assistance for the participation in Austrian and European
energy programmes.

£, V.A. offers support to all its members on energy specific topics.

,3/
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2.B Customers

E.V.A.'s principal customers are all its members.

E.V.A assists federal and provincial governmental administrations in defining energy, technology and
research policies.

E V.A. assists relevant (international non-member organisations (e.g. European Commission).

2.6 Skills - Strategic Studies

• Assistance in the evaluation and formulation of energy research strategies.

• Co-operation with Central and Eastern European countries in the field of energy efficiency strategies (energy
partnerships).

• Support for municipalities and regions in the development action - orientated energy plans in a co-operative
process.

• Monitoring of CO2 abatement policies, and CO2 saving technological innovation.

• Regulation of the electricity sector, energy taxes, Least Cost Planning and marketing instruments (TPF,
procurement, etc.).

• EVA. participates in different expert groups on IEA and EC level on energy technology assessment,
methodologies on RTD priority setting and formulation of RTD strategies.

2,7 Skills - Technical Assessment and Programme Management

j • Management of programmes concerning energy technology and innovations (ITF).

« EVA. assists the Ministry of Economic Affairs in the Technical Management of European Energy
Programmes (e.g. THERMIE).

• EVA. assists the Ministry of Science and Transport in formulating its biomass research strategies and the
technical management of its biomass research programme.

2.8 Skills - Technology Transfer and Dissemination

• E V.A. co-ordinates the OPET Austria consortium and is the Austrian Member of the European Energy
Network (EnR).

I • Dissemination of information on EU energy programmes (e.g. SAVE, ALTENER).

I • Forum for energy related co-operation between the Austrian "Lander" and regional Energy Agencies

• Handbooks on subsides for energy saving measures and energy consulting.

» Initiation and realisation of (international technology transfer activities.

32
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2.9 E.V.A. Project references relevant to the project

i CZE

SK

SK

SK

! CZE

Options for improved energy efficiency in Czech Republic: The study presents a comprehensive picture of the options available to I Ministry for industry and

improve energy efficiency in ths most important consumption sectors in the Czech Republic. The study is directed to political Trade CR (Mr. Pavel

decision-makers who want to shape demand-side energy policies, providing them with basic information relevant to their decisions. Brychta)

Emphasis is placed on the development of measures and strategies that help to change the background conditions for energy Na Frantisku 32

polkaes in such a way as to make an efficient and economical use of energy and the promotion thereof possible while reducing the CZ-11015 Prague 1

evident lack of information in the energy field The technological options to improve energy efficiency in the end-user areas industry

(bottom-up analysis of branches requiring vast quantities of energy), architecture (bottom-up analyses of the most important types of Ministry of the Environment

buildings) and transport (development of s forecast model) are identified as a basis for the development of policy measures. Due to CR (Mr. Frantisek Salek)

their significance to environmental policies, options for renewable sources of energy are also examined, and measures are proposed Vrsovtcka 65

as to how their share in the mix of energy types can be increased. CZ-10010 Prague 10

Options for improved energy efficiency in Slovakia: In analogy to the study "Improved Energy Efficiency in Czechia" (originally, one

ingle study had been foreseen for what was then Czechoslovakia), measures helping to change the background conditions for

energy policies in such a way as to make an efficient and economical use of energy and the promotion thereof possible white

reducing the evident l3ck of information in the energy field are developed for the special situation of the Slovakian power sector.

Based on a detailed analysis of the situation as is in the areas industry, architecture and transport, an analysis of the technical

potential for savings is presented. In addition, the study also contains a sociological survey of what the population knows about

energy savings and the attitudes people strike in this context.

Energy partnership with CEE countries: The Austrian Federal government entrusted the E.V.A. with supporting the Austro-CEEC

energy partnership - a bilateral co-operation programme in the energy field - in terms of content and organization. The programme is

geared to the implementation of specific energy projects. In co-ordination with CEEC partners (primarily recruited from the Ministries

of the Environment, Economy and Finance, from the power-producing industry and municipalities), bilateral cooperation projects in

the energy field are selected. Moreover, Austro-CEEC project teams are put together, a basis for funding is created and financing

models are developed.

Promotion of CHP in Slovakia: In this project, the E.V.A. looks at concrete locations for CHP projects. The emphasis is on an in-

depth economic analysis. Two projects, for which feasibility studies have been completed, financing and operating concepts

amenabie to implementation are being worked out. Proposed projects that can be turned into "bankable projects" are supported until

they are concretely translated into reality. A center for promotion CHP projects in Bratasiiva started in 1997 and is working

sucessfuily.

Assistance to the Czech Energy Agency: In the project funded by the EU's PHARE programme, the E.V.A. joined three other

members of the European Energy Network, the French energy and environmental agency ADEME and the Dutch agency NOVEM, in

elaborating recommendations for the re-structuring of the energy agency in charge of administering the Czech energy savings

programme.

Strategies for bringing about district heating in Austrian towns: Analysis of obstacles of the introduction and enlargement of district
heating systems in medium towns in Austria. The study is based on a comprehensive cost-benefit analysis and sums up the
implications for energy policy in this field

Ministry of Economy SR

(Mr. Stefan Herieh)

Mierova 19

SK-82715 Bratislava

Ministry of the Environment
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Austrian Federal
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CZ-11015 Prague 1
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1992-94

1992-94
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OLE PHARE Multi-country programme - .Networking/Twinning Programme for Energy Efficiency Organisations, Working Group .An Esl-

West Partnership for Energy Efficiency*: .Financial engineering for energy-efficiency projects" and .Marketing energy efficiency" were

the two items. The two main .backbone" issues were addressed in a similar way At the beginning there was a stimulus from the side

of the EU EEOs, who arranged the initial training activities The following activities were the i esponsibility of the Central an Eastern

European EEOs The main events were: a workshop in Bucharest in November 1997 about financial engineering, a workshop about

marketing energy efficiency in Budapest, a workshop on building energy consaltancy scheemes in Warsaw, a study tour through

Austria, staff exchanges withe The Netherlands, ESCO training in UK and a final seminar in Budapest. EEOs from Romania, Poland,

Hungary, Austria and The Netherlands took part.

PHAPE-Programme PHARE Coordination 1997-98

Unit in Bucharest

..

2.10 PREVIOUS EU-PROPOSALS

Any previous proposal submitted to the Commission or contract(s) signed by each proposer with the Commission, DG XVII, DGXH or any other DG and present situation of this project (completed,
abandoned - if so, for what reason -, ongoing, or not accepted).
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