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EXECUTIVE SUMMARY

Republic of Macedonia as a member country of the Energy Community has obligations to transpose the
EU energy regulation including the Directive 2006/32/EC on energy end-use efficiency and energy
services. One of the main aim of the Directive 2006/32/EC was to remove the barriers that prevent the
efficient use of energy and create a sustainable market for energy services. In this respect, the Directive
promotes energy efficiency mechanisms such as financing and informative instruments, public
procurement requirements and voluntary agreements and set the concept for Energy Performance
Contracting (EPC).

Energy Performance Contracting, also known as energy saving contracts, means operating (and financing)
procedures for the provision of building-specific energy services. These procedures aim at saving energy
and cutting costs by modernizing and optimizing functions or processes. The goal is to achieve the
guaranteed improvement of results in particular with regard to economic efficiency, energy saving, net
asset value.

With the premise that “the energy efficiency is the first fuel that should be used” the IME (Increasing
Market Employability) project in cooperation with the Energy Agency of the Republic of Macedonia
looked at the potentials of the country to develop the energy efficiency market. One of the issues that
draw to our attention was that in the Republic of Macedonia there is no energy based contracting.

Therefore, the first assignment within the IME project was to analyze the current gaps and precondition
for ESCO (Energy Service Companies) functioning.

The analysis is consisted from three components:

¢ legal gap analysis of the ESCO energy related legislation;
e legal gap analysis of the other related laws that can affect the ESCO contracting; and
e analysis of possible models for ESCO contracting.

National energy-related legislation enables the ESCO contracting and sets the preconditions for its
implementation. However, the following gaps identified in the Energy Law, may affect the proper
implementation and enforcement of such contract as well limit the contract type and conditions set
therein:

e As provisioned in Article 139 paragraph 3 estimated savings from energy efficiency measures
application, as well as guaranteed energy savings and procedures on energy saving assessment. It
limits the future EPC contractors to define specific agreed energy performance criterion, such as
financial savings into the EPC itself (in the Article only strict energy savings would be the terms in
which ESCO can provide profit for itself).

e There are no prescribed or standardized methods for Energy Saving Assessment that contracting
parties must use (Measurement and Verification Method).

e Mandatory elements of the EPC set in the Energy Efficiency Directive must be transposed and be part
of the Energy Law or in the special bylaw for EPC. Furthermore, the Law should provide basis for
different types of EPC models to be prescribed with secondary legislation, which should be mandatory



for use when the user is an entity from the public sector, while at the same time will not be written in
a way that will prevent to be used when both contracting parties are private companies.

e The Energy audit as determined by the Rulebook on Energy Audit does not determine the base line
scenario for industrial processes.

e The formula for baseline energy consumption and the methodology on energy performance
certification of buildings, both contained in the Rulebook on Energy performance of buildings, are
inadequate to meet the purpose; therefore, must be improved and clarified. The.

e There is no Rulebook regulating the methodology on energy performance on fuel and industrial
processes.

e The energy service can be payoff only if there is energy savings. This limits the funding from the
activities for optimization of the processes.

e Although it is not directly related to EPC, there is no regulation of the cost-benefit analysis as
provisioned in Annex IX of the Directive 2012/27/EU (setting General principles of the cost-benefit
analysis).

Amendments of the energy-related legislation is needed in order to address the identifies gaps.
Additionally, in one of the analyzed ESCO models - ESCO as Supplier contract model - one of the limiting
legal factors are the preconditions set in the Rules for Electricity Market (only registered entity can
participate in the energy market).

When analyzing the other national legislation that could affect the proper functioning of the energy
service market, the following important findings/gaps have been identified and need to be addressed:

1. Public Procurement Law:.

- the type of procurement subjects for which multi-annual contracts could be awarded are not
specified - due to its nature, energy services contract duration should be multi-annual, even
exceeding the three years period that is now determined for the framework agreements;

- impossibility to use the best price-quality ratio including life-cycle costs as award criteria, as more
appropriate for awarding energy service contract to ESCO; and

- other specifics of the energy services contracts (e.g. remuneration for the services provided) entail
slightly different tendering rules to apply for procurement of this type of service, which now are
not reflected in the PPL.

2. Law on Concessions and Public Private Partnerships:

- although not harmonized with the latest EU Directive 2014/23/EU on the award of concession
contracts, provisions of the present Law on Concessions and Public Private Partnerships (PPP) are
not major obstacle for the public bodies to establish PPP with the ESCO for provision of energy
services.

- The new law should clarify if ESCO and other similar concepts of services provided by private
companies are eligible for PPP contracts, and define certain criteria that the Ministry of Finance
will be bound to when making decision for allocation of budget funds for establishing PPP.

3. Law on Financing of Local Self-governments:



- If municipal ESCO project has to be financed by using external funds such as earmarked grants
from the central budget or borrowed funds, then provisions of this Law might be barrier for it.
Use of such grants and funds is dependent among other on the decision of the Ministry of Finance
that more or less is not guided or bound by any criteria.

- Itis not prescribed that the Ministry of Finance can be a guarantor for the commitments of the
municipalities.

4. Budget Law:
- No clear provision that planning and spending of budget funds based on concluded contracts,
such as energy service contracts, could be multi-annual.

5. Law on Public Debt:
Provisions from the Law on Public Debt are not obstacle for concluding and implementing EPC.

The prescribed procedure for the public bodies to borrow funds and issue sovereign guarantees
(obtaining prior opinions and consents from certain ministries and adoption of special laws /
decisions by the Parliament / Government) limit or put additional burden for financing of
investments and projects such as the EPCs are, but the goal is to prevent excessive borrowing that
increases the public debt.

All these gaps and findings should be addressed in the next changes of the laws and by-laws, and there
has to be a clear political decision to enable ESCO environment both in the public and the private sector.

Also, there is crucial need to increase the capacity of the institutions in order to provide stable and
professional service in the monitoring and verification of the savings as well of the measures and energy
audits preformed in the country.

Concerning the stand points of the financial institutions (creditors) and potential ESCOs, the following
should be noted:

e Commercial banks in Macedonia are reluctant to finance (provide loans for) EPC if one of the
contracting parties is a municipality or public institution at local level. Even financing an ESCO would
be a problem if funds for repayment of the debt come from the municipalities and local institutions
revenues. The banks have positive experience in financing central government institutions.

e The commercial banks would feel more confident if the Ministry of Finance is guarantor or mediator
in the EPC.

e Renowned energy suppliers are reluctant in becoming becoming ESCOs, i.e. investors of energy
efficiency measures to their clients. Provision of collateral for the loans taken and longer period of
time for return of investment are the key disadvantages for potential ESCO to implement several
energy performance contracts at the same time.

The third component consist of a techno-economic analysis, carried out to explore the different ESCO
models and determine the possibility to implement some or all of them on the Macedonian market.



Out of the analyzed 9 ESCO models, the following 4 models were included as favorable models for the
Republic of Macedonia:

Shared Savings model

As can be seen from the scheme of this model, the
financial part of the contract is guaranteed and

arranged by the ESCO. The energy and financial

savings are shared between the user and the ESCO.

Financial
institution

Guaranteed Savings Model

The guaranteed savings model is similar like the
previous one, with a major difference that the user is
responsible for the financial part of the project. The ESCO
is however guaranteeing the energy savings in the financial
contract.

ESCO Supplier Model

° o The ESCO supplier model and Integrated Energy

Contracting Model are fused into one model since it was

- - ‘ determined that it is favorable for the conditions in
“ ESCO Distributor . .

Macedonia. These models offer the payment installments

\ / (energy savings, operation and maintenance) from the user

towards the ESCO to be regulated through the energy price.
The regulations towards the financial institution are from

both the user and the ESCO.

Development Finance ESCO Model

m Guarantee Development
The Development Finance ESCO Model can be

e | | Lsomen incorporated in all previous models. This model has
significant advantage compared to the other models in its
seszoona | ] e grant element. All cases analyzed for this model were

“— calculated with 20% grant due to the development

perspective and profitability of the model.
If these models are compared between each other, the ESCO as a Supplier model showed the most
promising results, even though that is strictly case by case analysis. The Shared Savings and Guaranteed

Savings Models have also shown significant potential, that can be even bigger if there is a possibility for
incorporating in it the Development Finance Model and if the loan can include some grant element.



PART 1 LEGAL GAP ANALYSIS (FINDINGS AND RECOMMENDATIONS)
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1 Whatis Energy Performance Contracting and Energy Services
Company (ESCO)

Directive 2006/32/EC on energy end-use efficiency and energy services set an energy saving targets for
the Community of 9% until 2016 as well as energy end-use reduction target of 1 % per year and obligation
for all member states to set up national energy efficiency action plans (NEEAP) and use them as a strategy
to reach saving targets. One of the main aim of the Directive 2006/32/EC on energy end-use efficiency
and energy services was to remove the barriers that prevent the efficient use of energy and create a
sustainable market for energy services. In this respect, the Directive promoted energy efficiency
mechanisms such as financing and informative instruments, public procurement requirements and
voluntary agreements and set the concept for Energy Performance Contracting. Energy Performance
Contracting (known as energy saving contracts) means operating (and financing) procedures for the
provision of building-specific energy services?.

These procedures aim at saving energy and cutting costs by modernizing and optimizing functions or
processes. The goal is to achieve the guaranteed improvement of results in particular with regard to
economic efficiency, energy saving, net asset value. The main distinguishing feature is the financing of the
investments. Here the cost of investment is paid back from the savings, and in case the ESCO fails to
achieve that, they must cover the difference between the actual and the guaranteed costs. Due to this
the Energy Performance Contract is a long term contractual agreement.

The Directive set the following definition

Energy Performance Contract (EPC):

An EPC is a contractual arrangement between the beneficiary and the provider (normally an energy
services company) of an energy efficient improvement measure, where investments in that measure are
paid for in relation to a contractually agreed level of energy efficiency improvement.?

Energy Services Company (ESCO)

An ESCO is 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 upon performance criteria.*

The concept is that the Energy Service Company (ESCO) provides its know-how and financial resources to
implement adequate energy efficiency measures and takes on the performance risk (the ESCO’s
remuneration is directly tied to the savings achieved by the reduced energy consumption) to ensure that
the stipulated energy savings are achieved. Performance components of the ESCOs are financing, planning
and installation of components for energy generation, distribution and usage as well as their operation
and maintenance.

Very important component Energy Performance Contract is the Measurement and Verification of the
energy savings having in mind that the savings cannot be directly measured, since they represent the

1 DIRECTIVE 2006/32/EC OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL of 5 April 2006 on energy end-use
efficiency and energy services and repealing Council Directive 93/76/EEC

2 “Energy service” as defined in the Directive means physical benefit, utility or good derived from a combination of
energy with energy efficient technology and/or with action, which may include the operations, maintenance and
control necessary to deliver the service, which is delivered on the basis of a contract and in normal circumstances has
proven to lead to verifiable and measurable or estimable energy efficiency improvement and/or primary energy
savings.

3 DIRECTIVE 2006/32/EC Article 3 (J)

4 DIRECTIVE 2006/32/EC Article 3 (1)
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absence of energy use. Savings are determined by comparing measured use before and after
implementation of a measures/activities, making appropriate adjustments for changes in conditions.
Having this in mind Measurement and Verification is the process of using measurement to reliably
determine actual saving created within an individual facility by an energy management program. The
Directive dedicates separate ANNEX IV on the General framework for measurement and verification of
energy savings. Crucial element of the measurement and verification system is the Energy audit. Energy
audit is a systematic procedure to obtain adequate knowledge of the existing energy consumption
profile of a building or group of buildings, of an industrial operation and/or installation or of a private
or public service, identify and quantify cost-effective energy savings opportunities, and report the
findings.”

The new Directive 2012/27/EU on energy efficiency® set 3 significant targets that further enable the
development of the Energy Performance Contracting:
e every year, governments in EU countries must carry out energy efficient renovations on at least 3%’
(by floor area) of the buildings they own and occupy?;
e energy distributors or retail energy sales companies have to achieve 1.5%° energy savings per year
through the implementation of energy efficiency measures??;
e the public sector in EU countries should purchase energy efficient buildings, products and services'?.
The new Directive improves and specify the definition of the Energy Performance Contracting meaning a
contractual arrangement between the beneficiary and the provider of an energy efficiency improvement
measure®?, verified and monitored during the whole term of the contract, where investments (work, supply
or service) in that measure are paid for in relation to a contractually agreed level of energy efficiency
improvement or other agreed energy performance criterion, such as financial savings.*® Different to its
predecessor the new Directive sets list of elements that obligatory should be included in energy
performance contracts with the public sector or in the associated tender specifications!* including the
following:

5 DIRECTIVE 2006/32/EC Article 3 (L)

6 Directive 2012/27/EU of the European Parliament and of the Council of 25 October 2012 on energy efficiency,
amending Directives 2009/125/EC and 2010/30/EU and repealing Directives 2004/8/EC and 2006/32/EC Text with
EEA relevance

7 Obligation for R. Macedonia under the Energy Community Treaty 1% to 1,5%

8 Directive 2012/27/EU Article 5 Exemplary role of public bodies’ buildings Without prejudice to Article 7 of Directive
2010/31/EU, each Member State shall ensure that, as from 1 January 2014, 3 % of the total floor area of heated
and/or cooled buildings owned and occupied by its central government is renovated each year to meet at least the
minimum energy performance requirements that it has set in application of Article 4 of Directive 2010/31/EU.

% Obligation for R. Macedonia under the Energy Community Treaty 0.7%

10 Directive 2012/27/EU Article 7 Energy efficiency obligation schemes Each Member State shall set up an energy
efficiency obligation scheme. That scheme shall ensure that energy distributors and/or retail energy sales companies
that are designated as obligated parties under paragraph 4 operating in each Member State’s territory achieve a
cumulative end-use energy savings target by 31 December 2020, without prejudice to paragraph 2

11 Directive 2012/27/EU Article 4 Building renovation Member States shall establish a long-term strategy for
mobilising investment in the renovation of the national stock of residential and commercial buildings, both public
and private.

12 Directive 2012/27/EU Article 2 paragraph (24) ‘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;
13 Directive 2012/27/EU Article 2 paragraph (27)

14 Directive 2012/27/EU ANNEX XIII Minimum items to be included in energy performance contracts with the
public sector or in the associated tender specifications
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- Clear and transparent list of the efficiency measures to be implemented or the efficiency results
to be obtained.

- Guaranteed savings to be achieved by implementing the measures of the contract.
- Duration and milestones of the contract, terms and period of notice.

- Clear and transparent list of the obligations of each contracting party.

- Reference date(s) to establish achieved savings.

- Clear and transparent list of steps to be performed to implement a measure or package of
measures and, where relevant, associated costs.

- Obligation to fully implement the measures in the contract and documentation of all changes
made during the project.

- Regulations specifying the inclusion of equivalent requirements in any subcontracting with third
parties.

- Clear and transparent display of financial implications of the project and distribution of the share
of both parties in the monetary savings achieved (i.e. remuneration of the service provider).

- Clear and transparent provisions on measurement and verification of the guaranteed savings
achieved, quality checks and guarantees®.

- Provisions clarifying the procedure to deal with changing framework conditions that affect the
content and the outcome of the contract (i.e. changing energy prices, use intensity of an
installation).

- Detailed information on the obligations of each of the contracting party and of the penalties for
their breach.

Also, the new Directive stresses the need to identify and remove regulatory and non-regulatory barriers
to the use of energy performance contracting and other third-party financing arrangements for energy
savings. These barriers include accounting rules and practices that prevent capital investments and annual
financial savings resulting from energy efficiency improvement measures from being adequately reflected
in the accounts for the whole life of the investment. Obstacles to the renovating of the existing building
stock based on a split of incentives between the different actors concerned should also be tackled at
national level.!® In the Directive it is strongly recommended to have established support mechanisms for
promoting EE, most notably such mechanism is the EE fund. In order for EE Fund to function properly,
there has to be EPC in place, as well as M&YV system that would support such Fund.

1> Recommendations on Measurement and Verification Methods in the framework of the Directive 2006/32/EC on
Energy End-Use Efficiency and Energy Services.
16 Directive 2012/27/EU Article 18
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2 Transposition in the relevant national energy related legislation

2.1 Energy Law - relevant articles

Article 3
Definitions

31) “energy audit” shall be the systematized procedure aimed to determine actual
energy consumption, identify and quantify cost-effective energy saving possibilities
at a building or group of buildings, industrial processes or plants, or at public or
private services, and includes preparation of energy audit report;

32) “energy service” shall be the service aimed to achieve physical benefits, means
or goods as the result of energy use by applying energy efficient technologies
and/or activities that include management, maintenance and control procedures as
part of energy service performance, and is implemented on the basis of a contract
and for which it can be demonstrated that, under normal conditions, contributes to
measurable or estimated energy efficiency improvements and/or energy savings;

33) “energy auditor” shall be any natural person that has been certified to perform
energy audits, pursuant to the provisions from the present law;

37) “ESCO” shall be any legal entity that provides energy services or other measures
aimed to improve energy efficiency of its users and assuming a particular degree of
financial risk in the performance thereof, while the payment of services delivered is
fully or partially based on the achieved energy efficiency improvement or the
fulfillment of other agreed criteria;

Article 134
EE in public
sector

(1) The public-sector entities shall be obliged to apply measures for improvement of
the energy efficiency of buildings, building units, devices and plants.

(2) In the fulfillment of the obligations referred to in paragraph (1) of this Article,
the public-sector entities shall be obliged to:

1) adopt three-year programs for energy efficiency improvement and to implement
the measures determined by the program;

2) prepare annual analyses of the energy consumption and organize monitoring of
the energy consumption;

3) provide, at least once in every three years, energy audits of the buildings or
building units in which they carry out their activity;

4) provide a certificate for energy performance of a building, for the buildings or
building units owned by the public-sector entities and

5) install solar collectors for hot water, if economically feasible, in the cases where
they construct new or undertake major renovations of buildings or building units in
their ownership, in accordance with the Rulebook on Energy Performance of
Buildings referred to in Article 136 of this Law.

(3) The fulfillment of the obligations referred to in paragraph (2) of this Article by
the public institutions and public enterprises established by the Republic of
Macedonia or by the local self-government units shall be ensured by the competent
ministries, i.e. local self-government units.
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(4) The public-sector entities, i.e. the competent ministries or local self-government
units referred to in paragraph (3) of this Article shall be obliged to submit collective
reports to the Energy Agency for the completed energy audits in the previous
calendar year by the end of February, at the latest. The Energy Agency, on the basis
of the collective reports, shall be obliged to prepare and by the end of June at the
latest to submit annual reports to the Ministry on the completed energy audits in
the previous calendar year.

(5) The energy efficiency action plan shall establish the measures that the public-
sector entities, depending on the activity they carry out, are obliged to apply in
their work in order to achieve the energy savings and energy efficiency goals.

(6) In conducting public procurement procedures, the public-sector entities shall be
obliged to define that the energy efficiency of the subject of the public
procurement is a mandatory criterion for selecting the most favorable bid.

(7) In the cases where the public-sector entities rent business premises, there
should be an energy performance certificate for the building or the building unit
where the business premise is located.

(8) The Energy Agency, upon previously obtained opinion from the Public
Procurement Bureau, shall adopt instructions on application of the measures for
energy efficiency and energy savings when determining the features of the goods
and services that are subject of public procurement, as well as on application of the
energy efficiency and energy savings criteria for the selection of the most favorable
bidder.

(9) The instruction referred to in paragraph (8) of this Article shall be published on
the web site of the Energy Agency and of the Public Procurement Bureau.

Article 135
Energy Audit

(1) The energy audit shall provide for:

1) an assessment and cost-effectiveness of the opportunities for reduction of
energy consumption in buildings, additional (auxiliary) plants and equipment, as
well as in industrial processes;

2) issuance of an energy performance certificate for a building, in accordance with
the special regulations and

3) determination of the realized savings resulting from the application of the
measures for improvement of energy efficiency and energy savings.

(2) The entity that has ordered the energy audit shall be obliged to submit for
insight all data, technical and other documentation for the subject of the energy
audit and to ensure conditions for unobstructed conduct of the energy audit to the
energy auditor with whom a contract for an energy audit has been concluded.

(3) The energy audit shall consist of gathering and analyzing data regarding the
subject of the energy audit, measuring of energy consumption in the facility,
assessment of energy efficiency and cost-effectiveness of the opportunities for
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energy savings, as well as preparation and submission of a report on the findings of
the energy audit.

(4) The report on the findings of the energy audit shall contain in particular:

1) data on the basic energy consumption of the building, building unit, devices and
plants, including consumption indicators;

2) data on the level of harmonization of the performance of the facility that is
subject of the energy audit with the technical regulations on energy performance of
construction facilities and other regulations regulating energy efficiency of buildings
and building units;

3) an assessment of the energy efficiency;

4) identification of measures for reduction of energy consumption and
improvement of energy efficiency;

5) an assessment of the energy savings and the procedure for establishing the
savings;

6) calculation of the cost-effectiveness of application of energy efficiency
improvement measures;

7) recommendations for application of energy efficiency improvement measures
and

8) other necessary data.

(5) The Minister shall adopt a Rulebook on Energy Audit that shall regulate in detail:
1) the conduct of the energy audit;

2) the manner of assessment of the basic energy consumption;

3) the content and form of the report on the energy audit;

4) the basic elements for formation of the amount of the charge for conducting the
energy audit;

5) the manner, procedure and conditions for selection of legal entities that will
conduct trainings for energy auditors;

6) the basic elements of the program and the manner of delivery of the training and
taking the professional exam for energy auditors;

7) the issuance, extension and revocation of the authorizations for conducting
energy audits, as well as the recognition of the validity of authorizations or other
corresponding documents for conducting energy audits issued in other countries;
8) the form, content and manner of keeping the register of persons authorized to
conduct energy audits and

9) the content and form of the reports referred to in Article 134 paragraph (4) of
this Law submitted by the persons in the public sector, i.e. the Energy Agency.

(6) The methodology for measuring and verification of energy savings shall be an
integral part of the Rulebook on Energy Audit.

Article 136
Energy
performance

(1) The certificate for energy performance of a building shall be issued for buildings
or building units that have useful floor area more than the area determined by the
Rulebook on Energy Performance of Buildings referred to in paragraph (8) of this
Article.
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(2) The certificates for energy performance of buildings shall be issued by legal
entities authorized to conduct energy audits with a validity period in accordance
with the Rulebook on Energy Performance of Buildings referred to in paragraph (8)
of this Article that cannot last longer than ten years as of the day of issuance of the
certificate.

(3) The investor shall be obliged to attach to the request for issuance of an approval
for construction of new buildings or for major renovation of existing buildings, as a
part of the concept design, a statement from a legal entity authorized to conduct
energy audits on the level of harmonization of the concept design with the basic
requirements for the building in terms of fulfillment of the minimum requirements
determined by the Rulebook on Energy Performance of Buildings referred to in
paragraph (8) of this Article.

(4) Upon completion of construction of a building or upon major renovation of
existing buildings, the investor shall be obliged to provide an energy performance
certificate for the building and to submit it with the request for issuance of an
approval for use of the building.

(5) The sellers or renters of buildings or building units shall be obliged to hand over
the certificate for energy performance of the building to the buyers or tenants in its
original form or a copy verified by a notary.

(6) The sellers or renters of buildings or building units, for the buildings or building
units which are not yet completed, shall be obliged to deliver a copy of the
statement referred to in paragraph

(3) of this Article verified by a notary to the buyers or the tenants, while the
obligation referred to in paragraph (5) of this Article shall be fulfilled upon receipt
of the approval for use of the building or the building unit.

(7) The owners of buildings or building units that have useful floor area larger than
the one prescribed by the Rulebook referred to in paragraph (8) of this Article shall
be obliged to display in a visible place the energy performance certificate for the
buildings or building units in ownership or rented by public sector entities, as well
as for buildings or building units of public character.

(8) In order to improve the energy efficiency of buildings, the Minister shall by the
Rulebook on Energy Performance of Buildings prescribe the requirements and
conditions pertaining to:

1) the methodology for determination of energy performance of buildings, i.e.
building units;

2) the minimum requirements for energy efficiency of new buildings and building
units, as well as buildings and building units which are subject to major renovation;
3) the manner of control of the level of adjustment of buildings and building units,
devices and plants to the provisions of the Rulebook;

4) the conditions for design and construction of new and major renovation of
existing buildings or building units in terms of energy efficiency;
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5) the manner and period of control of the heating systems with boilers of an
effective rated output for space heating purposes of more than 20 kW,

6) the manner and period of control of the air-conditioning systems in buildings of
an effective rated output of more than 12 kW;

7) the types of buildings and building units in ownership of public sector entities for
which installation of solar collectors for hot water when constructing new and
major renovation of existing facilities is mandatory;

8) the labeling of buildings and building units in regard to their energy performance;
9) the form and content of the statement on the level of adjustment of the concept
design for construction or renovation to the minimum requirements prescribed by
the Rulebook;

10) the form, content, as well as the period of validity of the energy performance
certificates for buildings and

11) the smallest useful floor area of buildings or building units for which there is an
obligation to obtain and display an energy performance certificate.

Article 137

(1) The energy audit may be conducted by an energy auditor.

(2) A physical entity may acquire an authorization for conducting energy audits, if it
meets the following requirements:

1) to hold at least a university degree in a technical science;

2) to have at least five years professional working experience in design, surveillance
and maintenance of construction facilities, examination of energy or processing
plants, performance of energy audits or other energy services or in professional or
scientific activities in the field of energy and

3) to pass the professional exam for an energy auditor, in accordance with the
Rulebook on Energy Audit.

(3) A legal entity may acquire the authorization for conducting energy audits, if it
has at least two energy auditors employed constantly.

(4) The Minister shall issue an authorization for conduct of energy audits, if the
physical entity, i.e. the legal entity meets the requirements determined in
paragraphs (2) and (3) of this Article, i.e. a decision rejecting the request for
issuance of an authorization for conduct of energy audits, in accordance with the
Rulebook on Energy Audit.

(5) The legal entity that has acquired an authorization for conduct of energy audits
shall be obliged to notify the Ministry on each change of the number of authorized
auditors employed therein.

(6) The authorization for energy audits for a physical entity shall be valid for a
period of three years and may be extended upon the expiry of the validity period
only if the energy auditor meets the requirements of the Rulebook on Energy Audit.

(7) The Minister shall adopt a decision on revocation of the authorization for
conduct of energy audits, if:

1) the energy auditor carries out the audit contrary to the provisions of this Law and
the regulations adopted on the basis of this Law and
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2) the employment of all energy auditors in the legal entity has terminated.
(8) An administrative dispute may be initiated against the decision of the Minister
referred to in paragraphs (4) and (7) of this Article.

(9) The Energy Agency shall organize training and exams for energy auditors every
year, as well as training for professional development of energy auditors, on the
basis of programs for training and examinations prepared by the Energy Agency and
approved by the Ministry.

(10) The Energy Agency shall select legal entities for the delivery of the training
referred to in paragraph (9) of this Article through a public call.

(11) The legal entities referred to in paragraph (10) of this Article should hold an
authorization for conduct of energy audits and the training should be delivered by
energy auditors.

(12) A foreign physical entity that holds an authorization or any other
corresponding document for conduct of energy audits issued by another country
may carry out energy audits in the Republic of Macedonia, if the authorization or
the corresponding document is recognized by the Ministry in a procedure
prescribed by the Rulebook referred to in Article 135 of this Law.

(13) The Ministry shall keep a register of authorized persons for conduct of energy
audits and shall publish the register on its web site. The authorizations or other
corresponding documents for conduct of the energy audits referred to in paragraph
(12) of this Article shall also be entered in the register.

Article 139
Services
contracts
signed by
public sector

(1) The energy services contracts signed by public sector entities shall stipulate the
following mandatory elements:

1) the contract subject that includes the scope of energy services or other services
aimed at energy efficiency improvement;

2) determining the baseline energy consumption of the building, devices and plants,
pursuant to the Rulebook on Energy Audits;

3) estimated savings from energy efficiency measures application, as well as
guaranteed energy savings and procedures on energy saving assessment;

4) funds needed and funding sources for the contract implementation;

5) manner of service payment.

(2) The funds required for contract implementation referred to in paragraph (1) of
this article shall be recovered by ESCO by means of energy bill reduction, which is a
result of energy savings, calculated in comparison to the baseline energy
consumption prior to contract signing.

(3) After the expiration of energy services contract validity, the equipment, devices
and plants installed in the building for the purpose of contract implementation
referred to in paragraph (1) of this article shall be owned by the public-sector
entity.

Article 141

(1) The relevant Energy or Natural Gas Distribution Grid Code shall determine the
obligations of distribution system operators, when technically feasible and cost-
effective, to define the technical specifications of metering devices for the energy
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consumed that 85 will enable consumers to receive accurate data on energy or
natural gas consumed and time of use.

(2) When technically feasible and cost-effective in terms of long-term energy
savings, the relevant Grid Code can anticipate metering device installation also for
portions of buildings that represent an independent unit.

(3) When technically feasible and cost-effective, the relevant distribution system
operator and/or electricity or heating energy and natural gas suppliers shall be
obliged to provide the calculation of energy consumed based on the actual energy
consumed and present it clear, unambiguous and understandable manner.

(4) As part of their bills and in a clear and unambiguous manner, the electricity or
heating energy and natural gas suppliers shall be obliged to provide information to
the consumers related to:

1) detailed indication of prices and energy or natural gas consumed;

2) comparison of energy consumed with the energy consumed in the same period
the previous year, preferably by means of diagrams;

3) comparison of energy consumed with the normalized values or energy consumed
by reference consumer from the same consumer category, when possible and
useful; and

4) consumers organizations, energy authorities or institutions, including contact
data and Internet address, where they can obtain information on energy efficiency
measures, equipment specifications and comparison of energy consumed by
different consumer groups.

(5) Electricity, heating energy or natural gas distribution system operators and
suppliers must not prevent the development of energy services market,
implementation of energy efficiency measures and energy services performance by
ESCO.

2.2

Decree for Indicative Energy Saving Targets - relevant articles

Article 3

(1) The indicative target for total energy savings by the end of 2018, determined
based on Energy Efficiency Strategy and first Energy Efficiency Action Plan, is at
least 9 % of average annual final energy consumption in the period from 2002 to
2006.

(2) Based on indicative target from paragraph (1) of this Article, the cumulative
energy savings by 2018 should be at least 147.2 ktoe (oil equivalent kilotons).

*Annex | of the Decree sets methodology on setting the indicative targets

2.3 Rulebook on Energy Performance of Buildings - relevant articles

Article 6
Methodology
for
determining
the energy
performance of
buildings

(as original —
there is no

MeTogonorujata 3a onpenenyBatbe Ha EHEPreTCKUTE KapPaKTEPUCTUKN Ha 3rpaguTe,
OZLHOCHO rpagerKHUTE eANUHUUM, BKYUYBajKM TM €KOHOMCKM ONTUMaNHUTE HUBOA
Ha

€HepreTcKMTe KapaKTEPUCTMKKN N NPEeCcMeTKA Ha roauwHuTe noTpebu og puHanHa n
npumapHa eHepruja, roguwHuTe emmcnmn Ha CO2, pedepeHTHU KAMMATCKK
noAaToLM 1 NpenopayaHy BPeAHOCTM Ha BIE3HUTE NAapaMeTpu 3a NpPecmeTKa e
nageHa o Mpunorot 1 Koj e cocTaBeH Aen Ha OBOj NPaBUAHMK.
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official
translation)

Article 14
New buildings
(as original —
there is no
official
translation)

(1) 3a HoBWTE 3rpaau 1 rpadeskHM eaAuHULM 33 4OMYBatbe BKynHaTa cneumdumyHa
roAMLIHa NOTPOLUYBayKa Ha NPMMapHa eHepruja 3a rpeemse, najere, NoAroToskKa
Ha caHMTapHa Tonaa BoAa M ocBeTaeHue He Tpeba aa buae noronema og,
BpeAHOCTa 3a cneumduyHaTa roguilHa NoTPoLLyBayKa Ha NpMMapHa eHepruja Kaj
pedepeHTHM 3rpagm 3a LOoMYyBatbe, Cropes, KaTeropun, BO COrNacHOCT CO YieHoT 3
0/, 0BOj NPABU/THUK.

(2) 3a HoBWTE 3rpasy U rPafeXKHU eaAMHULM OZ YNEHOT 3 O 0BOj NPaBU/IHUK, OCBEH
3rpagmTe 3a AOMYyBaHbe (BO HAaTaMOLWHMOT TEKCT: HECTAaHOEHW 3rpaam U rpaaekHu
eANHMLUM) BKYMHATa cneumdmryHa roamHa NoTpoLyBayka Ha NpMmapHa eHepruja
3a rpeetbe, nasere, BEHTaunja, NOArOTOBKA HAa CaHUTapHa Ton/1a BO4A U
ocBeT/ieHVe He Tpeba Aa buae noronema of BpeAHOCTA 3a BKyMNHATa roAMLWIHA
NnoTpoLUyBaYKa Ha NpUMapHa eHepruja Kaj pepepeHTHU HecTaHbeHu 3rpagm no
KaTeropuu, BO COrNacHOCT CO Y/1E€HOT 3 0/, 0BOj NPaBU/IHMK.

(3) NpecmeTKaTa Ha BKynHaTa cneuydunyHa rogmiiHa NOTPOLWYBAYKa Ha NPMMApHa
eHepruja 3a pedepeHTHM 3rpagm 1 3a HOBUTE 3rpagu ce BpLUK Copes,
MeTogonorujata 3a onpenenyBarbe Ha EHEPreTCKUTE KapaKTEPUCTUKN Ha 3rpaguTe,
KOja e gageHa Bo Mpunorot 1 o4 0BOj NpaBUAHMK.

(4) TognwHaTa NoTpoLlyBayKa Ha NPpUMapHa eHeprunja ce NpecmeTyBa Cropes,
MeTofonornjata onpeaenyBarbe Ha eHEPreTCKUTE KAPaAKTEPUCTUKM HA 3rpaguTe,
KOja e gaaeHa Bo Mpunorot 1 o4 0BOj NpaBUAHMK.

(5) 3a HoBWTE 3rpaam U rPaAEeXKHU eANHULM O YNEHOT 3 04, 0BOj NPaBUIHUK
HajHWUCKaTa eHepreTcKa Knaca moxe aa buae knacarta "C”.

(6) HoBuTe 3rpaan Tpeba aa 6UAAT NPOEKTUPAHUN U FPafeHU Ha TaKOB HayMH 3a Aa
6maaT BO cornacHocT co 6bapatbaTta 3a TOM/IMHCKA 3alUTUTa 04, aCNeKT Ha NeTeH
nepuvoa.

MpecmeTKaTa Ha TOMJIMHCKATA 3aWUTUTA O, aCNEKT Ha JIETEH PEXKUM Ce NPaBu BO
COrIACHOCT CO MaKeOHCKMOT XapMmoHu3mpaH ctaHaapg MKC EN 13363-1.

(7) Npu npoeKkTuparse 1 rpaaba Ha HOBM 3rpaam Tpeba Aa ce NPUMeEHAT HEKOM 04,
cnegHuTe BUCOKOepUKACHN anTepHaTUBHU CUCTEMU UM HUBHA KOMBUHaUWja,
[OKO/KY

ce AOCTanHW U AOKOAKY HUBHATa NPUMEHA € TEXHUUYKU, EKONOLLKM U eKOHOMCKHU
onpasAaHa, U Toa:

1) JeueHTpanmaunpaHm cuctemm 3a cHabayBarbe CO eHepruja Kou ce 3acHOBaaT Ha
WUCKOPUCTYyBakbe Ha 0B6HOBIMBUTE U3BOPU Ha EHEpPrUja;

2) Kombu1HMpaHu cucTeMm 3a UCTOBPEMEHO NPOU3BOACTBO BO eAeH NpoLec Ha
TOM/IMHCKA U eNeKTPUYHa U/ U MexaHUuKa eHepruja;

3) Cuctemu 3a LLEHTPaNHO UK Fpeerbe AN Naderbe No AeN0BU 04, 3rpaguTe,
noce6bHO TaKBU KOW LLe/IOCHO UAW Ae/lyMHO Ce 3aCHOBAaT Ha MCKOPUCTYBakbe Ha Ha
obHoBANBU-

Te M3BOPM Ha eHepruja u
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4) TONANHCKM NyMmNK.

(8) AHanuzaTta Ha anTepHaTMBHUTE cucTeMM oA cTaB (7) Ha 0BOj UneH Tpeba aa ce
OOKYMeHTUpa 1 aa buae aocranHa 3a notpebute Ha BepudmMKaumja. AHaAn3a Ha
anTepHaTMBHM CUCTEMM MOXKE Aa Ce HanpaBW 3a UHAMBUAYANHW 3rpaan UK 3a
rpynu Ha CAVYHM 3rpaam UK 3a 3rpaam Co 3aeHUYKa TMNOOrnja BO UCTO
noapadje. Kora npegmeT Ha MHTEPEC Ce CUCTEMUTE 3a 3ae4HUYKO rpeerse u
najere, aHanM3aTa MOXKe A3 Ce HanpaBu 3a CUTe 3rpagy NPUK/IYYEHU Ha
NpegMeTHMOT CUCTEM BO UCTOTO Nogpauje.

Article 15
Existing
building

(as original —
there is no
official
translation)

(1) Npw 3HaYNTENHA PEKOHCTPYKLMjA Ha MOCTOjHUTE 3rPaay UAW FPALEKHM
eANHNLM eHepPreTCKUTE KapaKTEPUCTUKM Ha PEKOHCTPYKTYMpaHaTa 3rpasa,
OAHOCHO rpajekHa eguHuua Tpeba aa 61MaaTt BO COrNAacHOCT CO MUHUMAHUTE
baparba 3a eHepreTcka epUKaCcHOCT AaaeHu Bo MNpuaoroT 4 o4 0BOj NPaBUHMK,
[AOKOJIKY TUE Ce TEXHUYKM, GYHKLMOHANHO 1 EKOHOMCKM OMpPaBAaHU, Kako U
COT/IaCHO MaKeAOHCKUTE XapMOHU3NPaHW CTaHaapam og Npuaorot 2 o4 0Boj
NPaBUIHUK.

(2) baparbaTta 3a PeKOHCTPYKTyMpaHaTa 3rpaga, O4HOCHO rpajexHa eauHuLa ce
oAHecyBaarT 3a 3rpajaTa, 04HOCHO rpajerKHaTta eAnHNLA KaKo LennHa, mefytoa
AOMNOMIHUTENHO, TUE Ce OAHECYBaaT U Ha OAAE/IHUTE PEKOHCTPYUPAHU eleMEHTH 04,
3rpapara.

(3) Bo cnyyan Kora ogaenHute enemeHT Kon dopmunpaart aen o o6BMBKaTa Ha
3rpajarta U Kou Mmaat 3HauUTesIHO BAiMjaHMe Ha eHepPreTCKUTE KapaKTepUCTUKM Ha
06BMBKaTa Ce PEKOHCTPYMpaaT UM 3ameHyBaaT, UCTUTe efeMeHTH Tpeba aa
3a/,0B0/1aT MUHUMaHWUTe Bapatba 3a eHepreTcka eduKacHocT oA MpunoroT 4 of,
0BOj NPaBUAHUK, AOKO/KY TUE Ce TEXHUUYKM, PYHKLMUOHANHO N EKOHOMCKMU
onpasgaHu.

(4) Npw 3HauMTENHa PEeKOHCTPYKLUMja Tpeba Aa ce 3emaT BO Npeasu, 3a
BrpagyBatbe BUCOKOe(dMKACHN CUCTEMM, AOKOJIKY € TOa TEXHUUYKU, GYHKLMOHANIHO
M eKOHOMCKM ONpaBAaHo.

(5) 3a 3rpaguTe U rpageKHU eaUHULM 04 YN1eHOT 3 04, 0BOj NPABUIHUK KOU ce
npeAmeT Ha 3HauuTeIHa PEKOHCTPYKLUMja HajHUCKaTa eHepreTcka Kaaca moxe aa
6buae "D".

Article 30
Energy
certificate
(as original —
there is no
official
translation)

(1) CepTnduKaT 3a eHepreTcKMTe KapaKTepPUCTUKM Ha 3rpaguTe 3a HOBW 3rpaam U
rPageXKHN egUHULM KaKo U 33 3rpaam U rpagerkHu eauHuum Kom bune npegmer Ha
3HauMTe/IHa PEKOHCTPYKLUMja Ce U34aBa BP3 OCHOBA HA NOAATOLM Of, OCHOBHUOT
NPOEKT WM NMPOEKT HA U3BeAeHa cocTojba, BO BPCKa CO PaLMOHANHO KOPUCTEHE Ha
eHeprunja u TONIMHCKA 3alUTMTa, KaKo U 3aBPLUHMOT M3BELUTAj 33 U3BPLUEHNOT
HaZA30p 04, NPaBHOTO /iMLLE KOe BPLUENO HaA30p U NMMCMEHU MU3jaBM Ha
n3BeayBauyuTe 3a U3BeAeHNTe PaboTu 1 YCAOBU 3a OAPXKYBakbe Ha 3rpagarta.

(2) CepTuduKaT 3a eHepreTcKUTEe KapaKTepUCTUKM Ha 3rpaamTe 3a NOCTOjHM 3rpaam
W rpafieXkHu eAMHMLM KOW ce NpoAaBaaT Uau usaasaart nog 3akyn, 3rpagam u
rpageXKHn eauHULM KOW Ce BO COMCTBEHOCT UM Ce 3aKyNeHU o4 AL 04, jaBHNOT
CEKTOP KaKo M 3rpaau 1 rpafeskHu eAMHMUM Of jaBeH KapaKTep ce M3gasa Bp3
OCHOBa Ha NoAaToOUM OZ, U3BELLTajOT 3a CNPoBeAeHa eHepreTcKa KOHTpoAa.
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(3) CepTnduKaToT 33 eHepreTCKU KapakKTepPUCTUKUN Ha 3rpaga ce u3aasa Bp3
OCHOBA Ha NpecMeTaHN eHepreTCKM KapaKTepucTUKKU Ha 3rpagata, O4HOCHO
rpageKHata eaHuLA U Ha UHAUKATOPUTE 33 eHepPreTCKUTE KapaKTepUCTUKU
(BKynHa roguliHa NoTpoLyBayKa Ha NpumapHa eHepruyja 3a 1 m2 KopucHa
nospwuHa [kWh/m2 god] u roguwHa emucuja Ha CO2 3a 1 m2 KopucHa
nospwuHa [kg CO2/m2god]).

(4) NpecmeTkaTa Ha NoTpebHaTa eHepruja 1 Be3HaTa eHeprvja 3a rpeetse,
najere, BeHTMAaLMja, NoAroTOBKa Ha CaHUTapHa ToMN1a BOAA W OCBeT/IeHNe Tpeba
[a ce BpLM BO COMIACHOCT CO C/IegHUTE MAaKeLOHCKUTE XapMOHU3MPAHM
ctaHgapam: MKC EN 1SO 13790, MKC EN 15241, MKC EN 15243, MKC EN 15316-2,
MKC EN 15316-3 n MKC EN 15193.

(5) OppenyBarbeTo Ha BKyMHaTa roAMLLIHA NOTPOLLIYBaYKa Ha MPUMapHa eHepruja u
emucnjaTta Ha CO2 ce BpLIKM BP3 OCHOBA HA BKYMHATa roguLiHa BAe3Ha, O4HOCHO
ncnopayaHa eHepruja 3a pas/IMyHM KaTeropumn Ha NOTPOLLUYBAYM, @ BO COMIaCHOCT CO
MaKeaOoHCKNTEe XapMoHu3upaHu ctaHgapayn MKC EN 15603 n MKC EN I1SO 15315.

(6) MeToanTe 3a n3pasyBatbe Ha EHEPreTCKUTE KapaKTePUCTUKU Ha 3rpaanuTe u
rpagexXHuTe eAMHULN KaKo 1 33 O3HAYyBakbe Ha 3rpaanTe U rpafeKHuUTe eamHuum
ce AafeHn BO MaKegoHCKMOT XapMOHU3MpaH ctaHgapa MKC EN 15217.

(7) NpecmeTKNTE HAa EKOHOMCKUTE NapaMeTpPU 3a EHEPreTCKUTE CUCTEMM BO
3rpagmTe ce BpLUAT BO COMMAaCHOCT CO MaKeAOHCKMOT XapMOHM3MpaH cTaHaapa MKC
EN 15459.

Article 31
Energy label
(as original —
there is no
official
translation)

(1) NpecmeTkaTa M U3pa3yBarbETO Ha eHepreTckaTa Knaca 3a srpagure ce BpLum
BP3 OCHOBa Ha BKyNHaTa cneuudpuyHa roguuiHa ucnopadyaHa eHepruja 3a rpeere
8o [kWh/m2 god].

(2) 3rpaguTe v rpapexHUTE e4MHULM 33 JOMYBatbe U HeCcTaHbeHMTe 3rpaam 1
rpage>KHu eAMHULM ce NofeneHn BO OCYM eHepreTcku knacu, un toa: A+, A, B, C, D,
E,Fu

G. Knacata A+ npeTcTaByBa eHepreTCKM HajlmoBoO/IHA, AoAeKa Knacata G e
eHepreTcKM HajHeNnoBOJIHA Kaaca. BpegHocTuTe 3a eHepreTCcKu Kaacu ce fageHn Bo
Mpunorot 6

0f1, 0BOj NPABUJTHUK.

(3) EHepreTcKaTa Knaca 3a 3rpaam v rpagerKHu eguHULM 3a AOMyBakbe rpaduykm e
NpuKaykaHa Ha cepTMOUKaATOT AaaeH Bo MNpuaoroT 6, Toukata 6.1 o4, 0BOj
NPaBUAHUK.

(4) EHepreTcKaTa Knaca 3a HecTaHbeHM 3rpaam v rpagerKHn eauHNUM rpaduykm e
NPpUKa)kaHa Ha cepTUOUKATOT, AadeH Bo MpuoroT 6, TouKa 6.2 04 0BOj NPaBUIHMK.
buaejku 3a pasnnMYHM KaTeropumn Ha HectaHbeHu 3rpaam ce pasnuKyBaat
pedepeHTHUTe BpeAHOCTM BO rpadMUKMOT NpurKas, pedepeHTHUTE BpegHOCTH ce
[AaBaaT co nogartoumu

23



3a penaTmBHa BKyMHa cneuyduyHa rogmiiHa ncnopayaHa eHepruja 3a rpeete Bo
[kWh/m2 god], Koja ce npecmeTyBa COriacHo paBeHKara:

QH,nd,rel = (QH,nd / QH,nd,max) x 100%,

Kage ce:

QH,nd [kWh/m2 god] — cneumdumyHa roamilHa cnopadaHa eHepruja 3a rpeerbe; 1
QH,nd,max [kWh/m2 god] — makcumanHo fo38oneHa cneunduyHa roguiiHa
ncrnopavaHa eHepruja 3a rpeetse.

(5) EHepreTckuTe Knacu ce n3pasysaaT BO 3aBUCHOCT 0Z, pedpepeHTHUTE KAMMATCKU
nogartouu. MoapayjeTo Ha PenybamMka MakeZoHMja e NoAeNneHo BO TPU KAUMATCKU
30HU. KAanmaTcKuTe 30HU ce gaaeHu Bo MpunoroT 7 Koj e coCTaBeH Aen Ha 0BOj
NPaBU/IHUK U UCTUTE Ce oApeaeHN BO 3aBUCHOCT O, BpeAHOCTUTE Ha TOMIMHCKUTE
CTeneH AeHOBM KOW, UCTO TaKa, ce faaeHu Bo Npunorot 7 o4 0BOj NPaBUJTHUK.

*Annex | of the Rulebook sets methodology on energy performance certification of buildings

2.4 Rulebook on energy audit — relevant articles

Article 1

(as original —
there is no
official
translation)

Co 0BOj NpaBUAHUK NOBAUCKY ce ypeayBa:

1) cnpoBeayBaHETO HA eHepreTckaTa KOHTPONa,

2) HaUMHOT Ha NpoLLEHa Ha OCHOBHaTa MOTPOLLYBaYKa Ha eHepruja,

3) coaprkmnHaTa 1 popmaTta Ha U3BELLTAjOT 3a eHepreTckaTa KOHTPONa,

4) OCHOBHUTE e/IeMEHTM Ha Nporpamara 3a YCOBPLUYBakbe Ha EHEPreTckuTe
KOHTpOI0pY,

5) HauMHOT, NocTanKkaTta n ycnosuTte 3a n3bop Ha NpPaBHM IMLA LWTO Ke BpwaT
0OYKM 32 eHEepPreTCKM KOHTPOAoPHU,

6) OCHOBHUTE e/1eMeHTU Ha NporpamaTa U HauMHOT Ha Bpluere Ha 0byKa U
nosararbe Ha CTPYYEeH UCNUT 3@ EHEPreTCKN KOHTPOAoPH,

7) nocTankata 3a U3gaBatbe, NPOAO/IKYBakE U 03eMatbe Ha OB/acTyBakbe 3a
€HEepreTCKM KOHTPOI0P KAaKO M NOCTANKaTa 3a n3gasBake, NPOAOJIKYBaHE U
0f3eMatbe Ha /IMLEHLA 3a BPLUEeHEe Ha eHepreTcka KOHTPoa,

8) coapknHaTa 1 popmata Ha HaparbeTo 3a U3gaBakbe, NPOAO/IKYBaHE U
NpWU3HaBakb€ Ha OB/IACTYBakE€ 338 EHEePreTCKM KOHTPO10p 1 bapakeTo 3a
n3aaBarbe, NPOA0NKYBaHE M NPU3HABAHE /IMLEHLA 33 BPLUEHE Ha eHepreTcKa
KOHTPOAa,

9) dopmara, coaprKMHaTa U HAYMHOT Ha BOAEHE Ha pe- TMCTapoT Ha U3JadeHu,
043eMeHU U NPU3HaeHM 0BNaCTyBakba 338 EHEPreTCKU KOHTPOJIOPU U PerncTapoT
Ha U3gafeHn, 0a3eMEHU U NPU3HAEHU IMLEHLM 33 BPLUEHE eHEPreTCKa
KOHTPOAa,

10) coap»knHaTa U popmaTa Ha OB/IACTYBaHETO 33 EHEPreTCKN KOHTPOJIOP U
NINLLEHLATA 33 BpLIEHE Ha EHEPreTcKa KOHTPOoNa,

11) coap»knHaTta U popmaTa Ha 36UPHUTE M3BELUTAN 33 U3BPLLUEHUTE EHEPTETCKU
KOHTPO/IN BO NPETXOAHaTa KaneHAapCKka roavHa WTo M A0CTaByBaaT MLAaTa 04,
jaBHMOT CEKTOP, OAHOCHO FOAMLWHNOT U3BELUTAj 33 U3BPLUEHUTE EHEPTreTCKU
KOHTPO/IN Kaj N1LLaTa O, jaBHUOT CEKTOP BO NPeTX0AHATa KaJieHAapCKa roamHa
LITO Ce AOCTaByBa 04 CTPaHa Ha AreHunjaTa 3a eHepreTuKa Ha Penybanka
MakenoHwuja (BO HaTaMOLLIHMOT TEKCT: AreHuuja) u

12) meToponorunja 3a mepere u BepudmrKalmja Ha 3alLuTeaUTe Ha eHepruja.
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Article 2
Subject to
energy audit
(as original —
there is no
official
translation)

(1) Co eHepreTckaTa KOHTpOIa Ce YyTBPAYBa epMKaCHOCTA NPU KOPUCTEHE Ha
eHeprujaTta, Kako M MOMKHOCTUTE 33 HamalyBakbe Ha MOTPOLLYBaYKaTa Ha eHepruja
M OCTBapyBatbe Ha 3alTeam.

(2) NpeameT Ha eHepreTcKaTa KOHTPOJIA Ce 3rpaam U rPadeXHU eANHULN CO cUTe
NMOMOLLHM NOCTPOjKM M ONpemMa, BKAYUyBajK1 U CUCTEMM 33 TPEEHE U
KAnMMaTmn3aumja,

KaKO U MHAYCTPUCKM NPOLECU KO Ce 0A4BUBAaT BO HUB. EHepreTckaTa KOHTpoIa
ocobeHo ce cnpoBeayBa Ha CnegHUBE e/1IeMEHTU U CUCTEMMU:

1) EnemeHTH 04, 06BMBKATa Ha 3rpajata UM rpageXKHaTa eguHuLa,

2) CucTeMmoT 3a NPOM3BOACTBO Ha TOM/IMHCKA eHepruja,

3) CucTemoT 3a NPOM3BOACTBO Ha eHepruja 3a fajeme,

4) CuctemoT 3a ANCTPMbYLMja HA TOMJIMHCKA eHeprija, BoAa, Napea v Bo3ayx,
5) CuctemoT 3a BeHTUAALMja U KAMMaTU3aLMja,

6) CvcTeMoT 3a CHabayBatbe CO eIEKTPUYHA eHepruja,

7) CUCTEMOT 3a KOMMPUMUPaAH BO34YX,

8) ENeKTpOMOTOPHUTE NMOTOHM,

9) CUCTEMOT 3a eNEKTPUYHO OCBET/YBAKLE,

10) OcTaHaTK NOTPOLLIYBAYM Ha eIEKTPUYUHA eHepruja,

11) CuctemoT 3a NOATrOTOBKA Ha CaHUTApHA TOM/a BOAa,

12) Cuctemort 3a cHabayBarbe co BoAa, U

13) CuctemMoT 3a Meperbe U ynpaByBake CO eHepruja.

(3) NpeameT Ha eHepreTcKa KOHTPO/A MOXKAT Aa 6MAAT U APYrY TEXHUYKU U
TEXHOOLWKN CUCTEMM BO 3aBUCHOCT O, KAPaKTEPUCTUKUTE M HaMeHaTa Ha
3rpagata, rpaferkHata eaAnHULA, NOCTPOjKaTa U MHAYCTPUCKMOT npoLiec.

Article 3

Type of energy
audit

(as original —
there is no
official
translation)

(1) EHepreTcKkaTa KOHTpONa MoXe Aa buae onwTa Uan AetanHa (MHBECTULMCKA) U
ja cnposeAayBa NpaBHO AULE WUAM TProBeL, NoeaunHel, Koe noceayBa AULEHLA 33
BpLUEHE HA eHepreTcka KOHTPOo1a (BO HaTaMOLLHMOT TEKCT: CybjeKT 3a BpLuerbe Ha
eHepreTcKa KOHTPoAa).

(2) Kora npegmet Ha eHepreTcKkaTa KOHTPO/1a e 3rpaja 3a Koja nocTon ob6BpcKa 3a
n3aBakbe Ha cepTUdUKaAT 32 EHEPreTCKN KapaKTEPUCTMKM Ha 3rpagu,
eHepreTcKaTa KOHTPO/1a CNpoBeAeHa 3a U3aBatbe Ha cepTUMKAT 3a EHEPreTCKU
KapaKTePUCTUKM HA 3rpaam Ke ce CMeTa KaKo eHepreTcka KOHTPOo1a BO CMUC/IA Ha
0BOj NPaBW/IHWUK, aKO eHepreTcKaTa KOHTPO/1a 33 M34aBatbe HA cepTUdUKaT 3a
€HEepPreTCKM KapaKTepUCTMKM Ha 3rpagu ondaTy aHaAn3a Ha peasiHaTa
NMOTPOLUIYBaYKa Ha eHepruja Bo 3rpasarta, OAHOCHO yrNpaByBake CO eEHepruja Bo
3rpagaTa BO COI/IaCHOCT CO OBOj MPABWUJTHUK.

(3) CnpoBeayBareTO Ha eHepreTckaTa KOHTPOAA Ha 3rpaja ce ycoriacysa co
CNpoBeAyBatbeTO Ha eHepreTckaTa KOHTPOAA 3a M34aBatbe Ha cepTUPUKaT 3a
€HepPreTCcKM KapaKTepuUCTMKK Ha 3rpagm, Kora ob6BpcKaTa 3a cnpoBeayBatbe Ha
eHepreTcKaTa KOHTPO/a Aoafa UCTOBPEMEHO cOo 06BPCKaTa 3a M3gaBakbe Ha
cepTUdUKaT 3a eHEepPreTCKU KapaKTEPUCTUKM Ha 3rpaau.

(4) KoHTpoAuTe Ha cMCTeMUTE 3a FPeetbe CO KOT/IM U KOHTPO/IMTE Ha cucTemuTe 3a
KAMMaTM3aLmMja BO 3rpagmte Ce CMeTaaT Kako COCTaBeH Ae/ Ha oniaTa uan
[AeTanHaTa eHepreTcka KOHTPO/Ia MK NaK MoXKaT Aa bmaat cnposeaeHn cekoja
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nocebHO, BO cOrnacHocT co MpaBUAHMKOT 32 eHEPreTCKM KapaKTepmucTUKM Ha
3rpagure.

Article 8
CnpoBeayBate
Ha onwTa
eHepreTcka
KOHTpona

(as original —
there is no
official
translation)

(1) OnwTaTa eHepreTCcKa KOHTPOJIa Ce COCTOM oA,
1) NoaroTeuTeneH Aen Ha eHepreTckata KOHTPOAA, KOj BKAyYyBa:

2) AHanM3a Ha NOTPOLUYBaYKaTa Ha EHepPruja, Kako M Ha NpakcaTa 3a ynpaByBatbe
CO eHeprujaTta, 3aBUCHO O, AejHOCTA Ha HapayaTeNoT Ha eHepreTcKkaTa KOHTPOa
BK/1y4yBa:

3) YTBpAyBatbe M BpeaHYyBake Ha MOXHOCTUTE 33 3allTesa M Npeasiarakbe Ha
noeAnHeYHW MepKM 3a NoaobpyBatbe Ha eHepreTckaTa epUKacHOCT:

a) leduHnparbe Ha NnoeaMHEYHN MepKM 3a NogobpyBatbe HA eHepreTcKkaTa
epUKACHOCT, BKAYYYyBajKM 1 pasrneaysBarbe Ha MOXKHOCTa 32 NPOMEHa Ha
€HepreHcoT, KaKo 1 KOpUCTeHEe Ha 0OHOBMBU M3BOPU Ha eHeprja,

6) OueHKa Ha ceKkoja NoefAMHEYHa MepKa NPeKy oApeayBakbe Ha MOXKHOCTaA 33
3aWTena Ha eHepruja, cpeactsa M emucmja Ha CO2, Kako U Ha NepMoaoT Ha NoBpaT
Ha TME BJIOXKYBakba,

B) Mpegnor peweHuja 3a CNpoBeAyBatbe Ha MEPKM 3a eHepreTcka epuKacHocT
(rpynuparbe Ha MepKUTE) U AeTasHa OLEeHKa Ha CeKoja onuuja,

r) OapeayBatbe Ha MOXKHOCTM 3a 3alUTEAA Ha eHepruja 3a CEKoe pelleHne 3emajku
ro npeasua n mefycebHOTO A,ejCTBO Ha NOEANHEYHUTE MEPKU,

A) TeXHNYKO-eKOHOMCKa aHa/1M3a Ha CeKoja NpeasioxKeHa MepKa co MOMOLL Ha
OUHaAHCUMCKM MeTOoAN, KaKo LITO e eAHOCTAaBEH Nepuog, Ha NOBPAT Ha B/IOXKEHUTE
cpencTBa,

f) AHanM3a Ha cekoja NpeasioXKeHa MepKa BO Nornes Ha CMaslyBakbe Ha eMmucujaTa
Ha 3aragyBauu, ocobeHo Ha CO2,

e) Mpeanor nnaH 3a cNpoBeAyBakbe HA NPUAOKEHUTE MEPKU,

) OfapenyBatbe Ha NOKasaTenuTe Ha eHepreTcka epUKACHOCT M NOCTAMNKUTE 3a
cneperse,

3) Meperbe u BepuduKaumja Ha 3aiTeAaTa Ha eHepruja Bo HenocpegHaTta
NOTPOLUYBAYKa, U

s) N3paboTKa Ha dMHaNeH U3BeLWTaj U NpesaBatbe Ha M3BELUTAjOT Ha HapayaTesoT.

(7) HacokuTte 3a geduHupatbe 1 cneaere Ha NoKasaTe- IMTE Ha eHepreTcKaTa
epuKacHOCT 1 n3paboTkaTa Ha NNAHOT 3a C/iefeHe Ha OCTBapeHUTe 3aTeam co
npUMeHa Ha MepKuTe 3a NogobpyBarbe Ha eHepreTckaTa ePUKACHOCT ce YTBPAEHM
co MeTogonorujata 3a Mepere 1 BepuduKaLumja Ha 3alITegMTe HA eHepruja.
MNokasaTenuTe 3a eHepreTckaTa ePUKACHOCT MOXKAT Aa ce oApeaaT Ha HMBO Ha
npegMeToT Ha eHepreTcka KOHTPO/1a M TOa 33 CUTe eHepreHcu noeam- HeYyHo, 3a
CUTe BUOOBW Ha eHepruja, Kako 1 Ha HUBO Ha CEKOj MOeANHEYEH CUCTEM.

(8) MeTtoaonorujata 3a meperbe U BepudpuKaLmja Ha 3alITeaUTe Ha eHepruja e
AapeHa Bo MNMpwunor 4 Koj e cocTaBeH Aen Ha OBOj NPaBUTHUK

Article 10
Methodology
(as original —
there is no
official
translation)

CybjeKToT KOj BpLUMN eHepreTcKka KOHTPOoa NpoLeHaTa Ha OCHOBHaTa
MoTpoLLyBaYKa Ha eHepruja ja BpLUN BP3 OCHOBa Ha NapamMeTpuTe 3a OCHOBHaTa
noTpoLlyBayka Ha eHeprunja Kou ce gaaeHun so Mpunor 8 Koj e coctaBeH gen Ha
0BOj NPaBU/IHUK.
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3 MAIN CONCLUSION:

National energy-related legislation enables the ESCO contracting and sets the preconditions for its
implementation and enforcement. However, the identified gaps elaborated below, may affect the proper
implementation and enforcement of such contract as well limit the contract types and conditions set
therein. Until legislative amendments are enacted and enforced the contracting parties to the EPC should
have in mind the elaborated gaps and regulate these issues in the specific contracts. Additionally, in the
ESCO as Suppliersupplier contract model the party should have in mind the necessary preconditions set
in the Rules for Electricity Market (only registered entity can participate in the energy market) as well as
the market limits due to the partially liberalized energy market (small enterprises and households)?’.

4  GAPS AND RECOMMENDATIONS:

- Enabling environment and guaranteed market for ESCO companies is needed on strategic level

Delays and postponement of energy transformation and implementation of Energy Efficiency
requirements on national level (for example, long term postponing of energy audits and subsequently EE
renovation of existing buildings) does not create positive environment for development of ESCOs nor
guarantee market for their services. Defining the national target for energy efficient renovation of the
buildings owned and occupied by its central government and establishing Energy efficiency obligation
schemes for energy distributors and/or retail energy sales companies can very effectively address this
issue. Development of Energy Efficiency Fund, as provisioned by number of strategic documents, might
help foster the development of the ESCO market. Putting into place an effective Energy audit system, both
in the households and the industry can support the sector and it can ensure that enough information is
available for identifying potential ESCO projects.

- Regulation of the Energy Performance Contracting is needed in order to facilitate the necessary
elements

The current Energy Law does not reflect the new Directive 2012/27/EU, especially its ANNEX XIIl on
Minimum items to be included in energy performance contracts with the public sector or in the associated
tender specifications. The current Article 139 of the Energy Law fail to specifythe following mandatory
elements of EPC contracts:

17 July 1, 2016 the status of an eligible consumer for the free market will gain consumers who in 2015 achieved
total electricity consumption of over 1,000 megawatt-hours. In this category fall about 100 customers with a total
expected consumption of 300 gigawatt-hours of electricity.

July 1, 2017 eligible consumer with total consumption of over 500 MW in 2016, or about 150 customers with
expected consumption of 300 gigawatt-hours per year.

July 1, 2018 eligible consumers with electricity consumption of more than 100 MW/h in 2017, or 900 customers
with expected annual consumption of 300 GWh.

1 July 2019 eligible consumers with consumption of more than 25 MW/h in 2018, ie about 3,500 customers with
expected annual consumption of 300 GWh

July 1, 2020, and in it the market will be liberalized for the remaining 65 small customers and around 600,000
households with a total annual consumption of about 3,200 gigawatt-hours
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- Duration and milestones of the contract, terms and period of notice.
- Clear and transparent list of the obligations of each contracting party.
- Reference date(s) to establish achieved savings.

- Obligation to fully implement the measures in the contract and documentation of all changes
made during the project.

- Regulations specifying the inclusion of equivalent requirements in any subcontracting with third
parties.

- Clear and transparent display of financial implications of the project and distribution of the
share of both parties in the monetary savings achieved (i.e. remuneration of the service
provider).

- Clear and transparent provisions on measurement and verification of the guaranteed savings
achieved, quality checks and guarantees?®,

- Provisions clarifying the procedure to deal with changing framework conditions that affect the
content and the outcome of the contract (i.e. changing energy prices, use intensity of an
installation).

- Detailed information on the obligations of each of the contracting party and of the penalties for
their breach.

Additionally, the Energy Law should enable environment for possible arrangements for specific agreed

energy performance criterion, with clearly defined conditions and measurable/calculated benefits for
both EPC signatories.

The following issues hinder full and proper enforcement of the ESCO contract as provisioned in Article

As provisioned in paragraph 3 estimated savings from energy efficiency measures application, as well
as guaranteed energy savings and procedures on energy saving assessment. It limits the future EPC
contractors to define specific agreed energy performance criterion, such as financial savings into the
EPCitself (in the Article only strict energy savings would be the terms in which ESCO can provide profit
for itself). Due to this only guaranteed savings should be provisioned without connecting the
provisions to energy savings.

The provisions of this article do not prescribe nor make reference to any standardized methods for
Energy Saving Assessment (Measurement and Verification Methods). The Measurement and
Verification Method should be regulated on national level with separate rulebook.

Mandatory elements of the EPC set in the Energy Efficiency Directive must be transposed and be part
of the Energy Law or in the special bylaw for EPC. Furthermore, the Law should provide basis for
different types of EPC models to be prescribed with secondary legislation. The model contracts should
be mandatory for use when the user is an entity from the public sector. At the same time, the
contracts should not be written in a way that will prevent to be used when both contracting parties
are private companies.

Energy audit as determine by the Rulebook on Energy Audit cannot determine the base line scenario
for industrial processes but only for buildings. This issue needs to be address in the rulebook.

The formula provided for baseline energy consumption is inadequate to meet the purpose and the
methodology on energy performance certification of buildings, both contained in the Rulebook on

18 Recommendations on Measurement and Verification Methods in the framework of the Directive 2006/32/EC on
Energy End-Use Efficiency and Energy Services.
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Energy performance of buildings are inadequate to meet the purpose; therefore, must be improved
and clarified. Additionally, lack of enforcement can derive due to the fact that there is no reference
building for specific annual primary energy consumption.

e There is no Rulebook determine the methodology on energy performance on fuel and industrial
processes. This needs to be further regulated.

e The funds required for contract implementation that should be recovered by ESCO is restrictive due
to the fact that stipulates only energy bill reduction which is a result of energy savings. This limits the
funding from the activities for optimization of the process. The Article should be amended to reflect
this issue.

e Although not directly related to EPC, further regulation of the cost-benefit analysis is needed as
provisioned in Annex IX of the Directive 2012/27/EU (setting General principles of the cost-benefit
analysis).

5 Findings and recommendations for other relevant national legislation

5.1 Public Procurement Law

e Public Procurement Law (PPL) set out rules and procedures that public bodies (contracting authorities)

should follow when procuring goods, services and works. In Macedonia, there are more than 1.380

contracting authorities categorized in: 1. state administrative authorities (eg. ministries, agencies...)
and local self-government units, 2. legal entities established for a specific purpose for meeting the
public interest needs (eg. schools, hospitals, museums...), 3. associations established by one or several
contracting authorities (eg. ZELS), and 4. public enterprises, joint stock companies and limited liability
companies established or controlled by the contracting authorities (eg. ELEM, MEPSO, JSP...).

e PPLis relevant for the ESCO concept due to the obligation of the public bodies to follow the rules and
procedures contained in this law whenever they procure services or works from the private
companies, including ESCO as energy service providers. More precisely, public bodies hire ESCO by

concluding energy service contract, which in fact is a public procurement contract because it is

concluded: 1. between contracting authority (public body) and economic operator (ESCO), 2. for
provision of services (implementation of energy efficiency measures and management of energy
consumption) and 3. for financial interest (compensation for ESCO as service provider).

e PPL defines and contains special chapter on utilities contract, which include those in the field of
energy. Different (more flexible) rules for conducting public procurements apply to utilities sector.
Art. 176 specifies the aspects of the energy that fall under utilities contracts, such as installation and
management of fixed networks intended for provision of public services in connection with the
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production, transport or distribution, i.e. the supply of gas, heat or electricity to such networks. This

clearly means that contracts for energy services to final consumers do not fall under utilities contracts.

Subsequently, the general rules from the law will apply to energy service contracts. There are

demands, especially from the private sector, slightly different rules to apply for procurement of
certain goods and services to due to their specifics. This also refers to the procurement of services
from ESCO. There is no special standardised procedure for public procurement of energy services,
which is causing difficulties and differences in structuring and carrying out of such tenders (eg. street
lightning). Namely, ESCO as tenderer bears a certain degree of financial risk when providing a service
to a contracting authority, which needs to be reflected in the PPL and then in the tender
documentation. From the discussion with the persons who are deeply involved in the creation of the
PP policy and legislation and from the review of the PP legislation of other countries in the region, it
seems that there is a little or almost no chance that the amended or new PPL will contain such specific
provisions.

Given that energy service contracts will be perennial, the provisions from article 26-a of the PPL are
important in terms of planning and implementation of multi-annual public procurement contracts.

The main rule is that budget beneficiaries and individual beneficiaries of the central contracting
authorities initiate the procedure for awarding a multi-year public procurement contract, stipulated
by a program included in the development section of the Budget, on the basis of an approval issued
by the Government of the Republic of Macedonia upon a prior opinion from the Ministry of Finance.
Funds for energy services contracts should not be part of the programs that are covered by the
development section of the budget (this section includes capital infrastructure investments), so the
procedure for obtaining Government approval should not apply for these types of contracts. On the
other hand, though not specifically indicated in the PPL, duration of the public procurement contracts
cannot exceed period of three years. This is derived from the rule for maximum duration of the
framework agreements that are awarded through public procurement procedures (according to the
new EU public procurement directives it should be four years), as well as from the laws regulating the
financial planning and budgeting. In any case, the contracting authority must plan the funds necessary
for implementation of multi-annual contracts with the budget, investment program or financial plan
for the corresponding year.

According to the present PPL, only lowest price can be selected as award criteria, while the

economically most advantageous tenderer can be defined only in exceptional and in practice very rare

cases. This is a solution that is not present anywhere and it is against the EU public procurement
legislation. Moreover, the 2014 EU public procurement directives require the best price-quality ratio
to be the main award criteria used by the contracting authorities, which also encompasses the life-
cycle cost. It is necessary this award criteria to be incorporated in the new PPL, so that contracting
authorities can freely choose the criteria they will use to award the energy service contract. It is very
likely that best price-quality ratio criterion would be even more appropriate and commonly defined
for procurement of energy services from ESCO.
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In practice, so far there was no common approach among the contracting authorities in regards to

the manner the contracts for street lightning as typical energy service were awarded. In order to

award 1-year contract, most of the contracting authorities conducted standard public procurement
procedure for repairing and / or maintaining of the street lightning. Other contracting authorities with
less funds but with great need for major reconstruction and modernization of the street lightning,
decided to award the contract by establishing public private partnership.

In general, provisions of the present PPL are not obstacle for the public bodies to conclude and
implement energy service contracts. Provision of energy services from ESCO will be procured in more
or less same manner as any other service (by applying open or simplified competitive procedure). The
three main issues at the moment are:

0 the type of procurement subjects for which multi-annual contracts could be awarded - due to its
nature, energy services contract duration should be multi-annual, even exceeding the three years
period that is now determined for the framework agreements;

0 impossibility to use the best price-quality ratio including life-cycle costs as award criteria, as more
appropriate for awarding energy service contract to ESCO; and

0 other specifics of the energy services contracts (eg. remuneration for the services provided) entail
slightly different tendering rules to apply for procurement of this type of service, which should be
primarily reflected in the PPL and / or to be allowed the rules set in the tender documentation to
deviate from the general public procurement rules.

In that sense the new PPL, which drafting will begin soon and should be completed by the end of this
or early next year, must define the procurement subjects that do not belong to the development
section of the budget but for which multi-annual contracts could still be concluded, to allow best
price-quality ratio to be used as award criteria and possibly incorporate specific rules for procurement
of energy services.
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Excerpts from the PUBLIC PROCUREMENT LAW (Official Gazette no. 136/2007, 130/2008, 97/2010,
53/2011, 185/2011, 15/2013, 148/2013, 160/2013, 28/2014, 43/2014, 130/2014, 180/2014, 78/2015,
192/2015, 27/2016 and 120/2016)

Art.# Provision Remark
Art.3, “Public procurement contract” shall mean a | Definition of public procurement
para. contract of financial interest, which includes utilities | contract encompasses the energy
(1), item | contracts, concluded in writing between one or | service contract because it s
1 more contracting authorities on one side and one or | concluded: 1. between contracting
more economic operators on the other side, the | authority (public body) and economic
subject of which is the execution of works, delivery | operator (ESCO), 2. for provision of
of goods or provision of services, in accordance with | services (implementation of energy
this Law; efficiency measures and
management of energy
consumption) and 3. for financial
interest (compensation for the
service provider).
Art.3, “Utilities contract” shall mean a public procurement | The Law defines and contains special
para (1), | contract awarded for the purpose of performing | chapter on utilities contract, which
item 2 one or more of the activities as referred to in Article | include those in the field of energy.
176 paragraph (1) of this Law Different (more flexible) rules for
conducting public procurements
apply to utilities sector. Art. 176
Art.176 (1) The activities for which the utilities contracts are | specifies the aspects of the energy
awarded (hereinafter: covered activities) shall be: that fall under utilities contracts, such
- water supply; as installation and management of
fixed networks intended for provision
- énergy; of public services in connection with
- transport; the production, transport or
distribution, i.e. the supply of gas,
- postal services, and heat or electricity to such networks.
- other covered activities. That means contracts for energy
. . . services to final consumers do not fall
(2) Unless otherwise regulated in this Chapter, the des
o ) o under utilities contracts.
provisions of this Law shall apply to the utilities Subsequently, the general rules from
contracts. the law will apply to such contracts.
Art.182 Covered activities, in terms of this Article 176
paragraph (1) line 2 of this Law shall be the
installation and management of fixed networks
intended for provision of public services in
connection with the production, transport or
distribution, i.e. the supply of gas, heat or electricity
to such networks.
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Art.26-a

(1) Prior to the initiation of the procedure for
awarding a multi-year public procurement contract,
the contracting authority shall be obliged to plan
the funds necessary for its implementation with the
budget, investment program or financial plan for
the corresponding year.

(2) The budget beneficiaries and the individual
beneficiaries of the central authorities shall initiate
the procedure for awarding a multi-year public
procurement contract, stipulated by a program
included in the development section of the Budget,
on the basis of an approval issued by the
Government of the Republic of Macedonia upon a
prior opinion from the Ministry of Finance.

(3) Upon a previously obtained opinion from the
Ministry of Finance, the Government of the
Republic of Macedonia shall give an approval
regarding the change of the dynamics of the
implementation and/or payment of the obligations
arising from the concluded public procurement
stipulated by the program included in the
development section of the Budget, and for whose
change a previous consent of the other contracting
party is obtained.

Given that energy service contracts
will be perennial, these provisions
from the law are important in terms

of  how multi-annual public
procurement contracts are planned
and realized. Energy services

contracts should not be part of the
programs that are covered by the
development section of the budget
(this  section includes capital
infrastructure investments), so the
procedure for obtaining government
approval stipulated in paragraphs (2)
and (3) should not be applied to
them. In any case, the obligation to
plan funds for multi-year
procurement with a  budget,
investment program or financial plan
remains.
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5.2

Law on Concessions and Public Private Partnerships

This Law regulates the award of a concession for goods of general interest and a contract for
establishment of a public private partnership (PPP), the legal protection for any entity that has or had
an interest in winning such a contract or that has risked or risks to be damaged in the procedure for
awarding such a contract, as well as other issues with regard to the concessions for goods of general
interest and the contracts for establishment of a PPP. The main dilemma is if this law is applicable to
energy services contracts, i.e. if based on this law PPP could be established between the public body
as public partner and ESCO as private partner. Is energy service contract concession of public service?
In a strict sense, energy services should not be treated as public services because the service itself is
not provided and it is not of interest to the wider public (e.g. citizens) as for example the construction
and management of public parking lots is. The only exception would apply to the installation,
reconstruction and maintenance of street lightning as energy service provided by ESCO. Still, it is a
common practice in the region and Macedonia to establish PPP for energy services provided by private
companies, including ESCOs.

However, if all the elements that comprise the PPP (defined in art.5) are considered, the energy
service contract may be eligible for PPP, without making any changes to the law, because ESCO as
private partner: 1. provides conditions for the public partner to provide the services to the end users;
2. finances the refurbishment / reconstruction of the facility and manages its energy demand and
consumption, 3. takes the risk of financing, management, etc. and 4. is compensated by the public
partner.

It is clear that out of the four forms of PPP determined by the law, energy services provided by ESCO
should be considered as procurement of public services. It means that in order the energy service
contract to be awarded to the private partner, procedure for public procurement of services based
on the PPL must be applied. This is clearly stipulated in Art.15 of the Law.

Prior to awarding a PPP contract, the public partner must undertake certain preparatory actions
defined in Art. 16 of the Law. The report for the previously conducted analysis should be prepared by
the public body. It should be short and provide explanation and justification why PPP is deemed as
most adequate manner of satisfying the specific need. The final report from this assignment can be
treated as a report required in point 1 of this article for all such PPP contracts in the country. However,
due to the specifics of each energy service contract, before each procedure for establishing PPP for
energy services is initiated, a feasibility study must be carried out.

PPP contract may be concluded for a period up to 35 years, which is more than sufficient period for
any type of energy services contract. The exact period will be proposed in the feasibility study and
then formally defined by the public partner. It is not allowed the concession and public private
partnership contracts to be simply extended with the same private partner, but new transparent
procedure must be carried out. This means that it cannot be guaranteed to the initially contracted
ESCO to be a “life-long” partner to the public body.

Another important aspect for energy services contracts is the obligation of the public partner to
determine the maximum amount of funds in the annual budget that could be given to the private
partner (ESCO). Provisions from Art. 49 of the Law also give guidance in determining the amount of

34



funds in the annual budget. ESCO’s calculations and guaranteed savings must be as precise as possible
so that the maximum amount from the annual budget is not exceeded.

If determined that in order to realize the PPP contract, funds from the central budget are needed, the
public partner before launching the procedure for awarding PPP contract, must obtain consent from
the Ministry of Finance. Even if the feasibility study shows that it is justified to establish a PPP and
that the requested budget funds are realistic, still the Ministry of Finance has a final word for defining
the financial construction. The practice showed that this legal requirement is not mere formality, but
major impediment for establishing PPP whenever central budget funds are needed.

In general, provisions of the present Law on Concessions and PPP are not major obstacle for the
public bodies to establish PPP with the ESCO for provision of energy services. However, the Law
should be harmonized with the latest EU Directive 2014/23/EU on the award of concession contracts.
This process would be a good opportunity to:

0 Clarify through some generally applicable provisions if ESCO and other similar concepts of services
provided by private companies are eligible for PPP contracts, and

0 Define certain criteria that the Ministry of Finance will be bound to when making decision for
allocation of budget funds for establishing PPP.
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Excerpts from the LAW ON CONCESSIONS AND PUBLIC PRIVATE PARTNERSHIP (Official Gazette no.
6/2012, 144/2014, 33/2015, 104/2015 and 215/2015)

Art.# Provision Remark

Art.4, “Public services concession” is a contract of the | It gives definition of what concession of

para. same type as the contract for procurement of | public services is. Energy services should

(2), item | public services, except that the consideration | not be treated as public services because

2 for those services consists in the right to exploit | the service itself is not provided to the
such services or in that right together with | wider public (e.g. citizens) as for example
payment the public parking lots are. The only

exception is the street lightning is.
Art.5 Public private partnership is a form of | If all the elements that make up the PPP

contractually regulated, long-term cooperation
between the public partner and the private
partner, characterized by the following:
a) the private partner assumes the obligation to
provide a public service for the end users in
fields of competence of the public partner
and/or the obligation to provide the necessary
prerequisites for the public partner to provide a
public service for the end users and/or activities
within its competence;
b) in order to fulfill the obligations referred to in
point a) of this Article, the private partner may
assume an obligation to:
- finance, design, construct and/or
reconstruct/renovate a public infrastructure
facility, operate and maintain a new facility

and/or a reconstructed/renovated public
infrastructure facility or
- exploit, manage and maintain an existing
public infrastructure facility or

- any combination of the abovementioned
obligations until the combination of the referred
obligations is aimed at achievement of the goals
set forth in point a) of this paragraph;
¢) where assuming the obligation referred to in
points a) and b) of this paragraph, the private
partner usually assumes a significant part of the
risks related to financing, construction, demand
and/or availability and other such activities,
management, maintenance and technical risks,
depending on what has been agreed in the
establishment of the public private partnership
and is determined case by case;

are considered, the energy service
contract may fall under the PPP because
the private partner (ESCO): 1. provides
the conditions for the public partner to
provide the services to the end users; 2.
finances the refurbishment /
reconstruction of the facility and
manages its energy demand and
consumption, 3. takes the risk of
financing, management, etc. 4. s
compensated by the public partner.

Out of the four forms of PPP prescribed
by the law, energy services provided by
ESCO should be considered as
procurement of public services.
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d) each partner to the public private partnership
during the public private partnership
undertakes the responsibility for the risky
events within its sphere of influence, or shares
the responsibility in order to achieve optimal
risk management during the partnership, inter
alia, by using the managerial, technical,
financial and innovative capacities of the private
partner and by promoting exchange of skills and
know-how — experience between the public and
private partner, without being contrary to point
c) of this paragraph;
e) in exchange for the assumed obligations, the
public partner may award the private partner
public works concession or public services
concession, or may compensate them by
payment;

f) the public partner may also enable the private
partner to carry out certain commercial,
economic activities, in addition to the
obligations referred to in points a) and b) of this
paragraph, determined by the contract, but only
if there is no other possible way to ensure the
necessary level of price efficiency of the private
participation and reasonable recovery of the
investment; and
g) the public partner may transfer certain actual
rights to the private partner, which are
necessary to fulfill the contractually set forth
obligations.

Depending on the purpose of the funds for
consideration by the public partner for provision
of public works and/or public services, as well as
the distribution of the key existing risks, the
public private partnership may be established
as:

1) public works concession or
2) public services concession or
3) contract for procurement of public works or
4) contract for procurement of public services.

The public private partnership shall be
established by a contract.

Art.11

The facilities built under the public private
partnership, including the extensions and
improvements, shall be in ownership of the
public partner, unless otherwise anticipated in

In principle, everything that will

be

refurbished and installed as equipment
within the PPP contract realization, after
the completion of the contract becomes
/ remains property of the public partner.
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the contract for establishment of a public
private partnership.

The public partner should set out the conditions
for regulation of the rights of ownership
referred to in paragraph 1 of this Article in the
tender documentation.

If the contract for establishment of the public
private partnership terminates, the private
partner shall be obliged to return, that is,
transfer in ownership to the pubic partner the
facilities built under the public private
partnership, regardless whether they have been
completely or partially built, reconstructed,
preserved, equipped or improved by the private
partner, under conditions and in a manner
determined by the contract for establishment of
a public private partnership, unless otherwise
anticipated.

All the matters, including the conditions related
to the ownership rights, as well as the necessary
quality standards, shall be subject of analysis of
the feasibility study which is to justify the award
of the contract for establishment of a public
private partnership and they shall be anticipated
in the tender documentation, as well as in the
contract itself.

However, a possibility is provided with
the PPP contract to regulate differently
the issue of ownership after the
conclusion of the contract.

Art.15, The provisions of the Law on Public | Even if the energy services contract is
para. (1) | Procurement that refer to the procedures for | treated as a form of PPP, still the Public
awarding contracts for procurement of public | Procurement Law is applied for its
works and contracts for procurement of public | awarding.
services shall accordingly apply to the
procedures for awarding contracts for
establishment of a public private partnership,
unless otherwise determined by this Law.
Art.16, The preparatory activities for awarding a | Prior to awarding a PPP contract, the
para (1) | concession for goods of general interest and a | public partner must undertake certain
and (2) | contract for establishment of a public private | preparatory actions. The report for the

partnership shall be carried out by the
concession grantor or the public partner.

The preparatory activities shall in particular
include:

- preparation of a report for the previous
analysis of the basic project elements that
indicate the nature of the contract to be
concluded for the purpose of establishing a

previously conducted analysis of the
basic project elements that indicate the
nature of the contract to be concluded
(point 1) should be prepared by the
public body and should be short and
provide explanation and justification why
PPP is considered to is the most adequate
manner of satisfying the specific need.

38




public private partnership, taking into account
the definition of a public private partnership in
this Law,

- preparation of a feasibility study which is to
justify the award of a concession for goods of
general interest or a contract for establishment
of a public private partnership,

- assessment of the environmental impact of the
concession for goods of general interest or of
the public private partnership, and

- other activities necessary for conducting the
procedure.

The final report from this assignment can
be treated as a report required in the
point 1, for all such PPP contracts in the
country. However, due to the specifics of
each energy service contract, a feasibility
study will be necessary before each
award of a PPP contract to ESCO.

Art.39

The contracts anticipated by this Law shall be
concluded for a period of up to 35 years as of the
day of the conclusion of the contract, that is, as
of the day of entry into force of the contract, in
the case the two dates differ, unless otherwise
anticipated by a special law.

In determining the period referred to in
paragraph 1 of this Article, the financial-
economical indicators and the technical and/or
technological specifics of the subject of the
contract, based on the feasibility study which is
to justify the award of the concession for goods
of general interest or the contract for
establishment of the public private partnership,
shall be taken into consideration.

The concession grantor, that is, the public
partner shall start the procedure for awarding a
new concession of goods of general interest,
that is, a new contract for establishment of a
public private partnership six month before the
expiry of the current concession or public
private partnership.

According to these provisions, a PPP
contract may be concluded for a period
up to 35 years. However, a feasibility
study that must be carried out before the
contract is awarded should indicate the
optimal duration of the contract. It is not
he concession and public private
partnership contract to be simply
extended with the same partner, but
new transparent procedure must be
carried out.

Art.49

The total amount of the funds up to which the
public partner may assume financial liabilities in
the given year related to the contracts for
establishment of a public private partnership
should be determined by the budget of the
public partner.

In the adoption of the budget, the public partner
must take into consideration:

The public partner has an obligation to
determine the maximum amount of
funds in the annual budget to be given to
the private partner (ESCO). The
provisions of this article also give
guidance to be considered when
determining the amount of funds in the
annual budget.
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- the costs necessary for covering the liabilities
arising from the contracts for establishment of a
public private partnership,

- the effects of rewarding, temporary
suspension (discontinuation) or limitation of the
venture, possible to result from the contracts for
establishment of a public private partnership,
and

- the compensation costs (consideration) for the
private partner, possible to result from the
contract for establishment of a public private
partnership.

Art.50

If, on the basis of the feasibility study which is to
justify the award of the contract for
establishment of a public private partnership, it
is confirmed that funds from the Budget of the
Republic of Macedonia are necessary for the
implementation of the contract for
establishment of a public private partnership, it
shall be necessary to obtain consent from the
Ministry of Finance before the adoption of the
decision on commencement of the procedure.

If determined that in order to realize the
PPP contract, funds from the central
budget are needed, the public partner
before launching the procedure for
awarding PPP contract, must obtain
consent from the Ministry of Finance.
Even if the feasibility study shows that it
is justified to establish a PPP and that
budget funds are needed, still the
Ministry of Finance seems to have a final
word for defining the financial
construction, which can be an obstacle.
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53

Law on Financing of Local Self-Government Units

The Law on Financing of Local Self-Government Units is relevant for the energy services contracts,
because of the expectation contracts of this type to be commonly concluded by the municipalities or
other public bodies within the municipalities (e.g. local public enterprise, schools, etc.). The fact that
municipality may not have sufficient funds from its own sources to implement certain measure or
service, does not represent an obstacle from a legal point of view. Namely, according to the provisions
from this law, municipalities can receive grants from the central budget and they can also borrow
funds from financial institutions (e.g. banks).

There are three major sources of revenues for the municipalities: 1. municipalities’ own sources, 2.
grants from the Budget of the Republic of Macedonia and the budgets of the Funds and 3. borrowing.
Within each source there are several sub-sources.

According to Art. 10 of the Law, municipalities can use earmarked grants from the central budget only
if the responsible line ministry or fund decides so. There are no specific criteria in the law related to
the allocation of earmarked grants, only the condition that these types of grants must be used by the
municipality for financing concrete activity.

Unlike the earmarked grant, capital grants and block grants from the central budget can be allocated
to and used by the municipalities strictly for financing capital investment projects and financing of the
activities / areas that with the decentralization process have been transferred and now managed by
the municipalities (culture, social protection and protection of children, education and health
protection). Not all capital investment projects can be financed through capital grants. Only those
determined in the Government programme and upon a decision of the respective ministry or fund (if
the investment project fits into the determined priorities and have defined financial structure). This
is not the case with the block grants, for the allocation of which first the Government adopts a
methodology and then the responsible line ministry will use a formula to determine the exact amount
that will be allocated to each municipality. To summarize, block grants are allocated for very specific
purposes and areas (eg. financing of the primary school needs, which include the electricity expences),
which means they cannot be used for energy services contracts directly. Use of capital grants for
financing of ESCO services is also questionable taking into consideration that energy services might
not fit into the determined criteria and investment priorities of the central government institutions.

The law does not regulate the procedure for transfer of funds from the central budget to the
municipalities’ budgets, but it makes reference to the regulation (instruction) on treasury operations.
The only rule contained in this law refers to the transfer of funds from VAT and block grants which
shall be done in at least 12 installments.

Provisions from Art. 18 of the law prescribe the borrowing procedure. Municipalities are not limited
in terms of the types and origin of the institutions they can borrow funds from. However, there are
two filters that the municipal management have to pass in order to conclude loan agreement or issue
guarantee. First, the Ministry of Finance has to provide consent. The law does not give any criteria
based on which the Ministry will make the decision, so it is subjective decision-making process.
Second, the municipal council has to take a decision to allow the municipal management (mayor) to
conclude the loan agreement or issue the guarantee, which seems to be far easier to meet then the
first condition.
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It is forbidden for the municipality to make pledge on a property. This prohibition does not refer to
the entire property of the municipality, but only to the property (facilities, equipment, etc.) used for
performing activities of public interest. Considering that most of the activities performed by
municipalities are of public interest, it can be concluded that by this prohibition more or less the entire
municipal owned property is encompassed. Pledges are regularly required by the commercial banks
to secure its loan.

Articles 19, 20 and 21 of this law provide additional conditions that municipalities must satisfy when
borrowing (concluding and / or realizing the loan agreement and issuing guarantees). The short-term
borrowing is limited to a period of 12 months, while the long-term borrowing to a period of 5 years.
In both cases, the amount that can be borrowed must not exceed 30% of the municipality’s revenues
in the previous fiscal year. Unlike the short-term borrowing, there are four grounds for which the
funds from the long-term borrowing can be used for, among them are financing commitments and
commitments from loans taken. The procedure for long-term borrowing must be transparent. This
means that a public hearing must be organized before Municipal Council approves the long-term
borrowing. In that way, unnecessary debts are avoided and possible abuse of funds timely prevented.
Public enterprises and companies established, managed or controlled by the municipality authorities
go through a slightly different procedure for borrowing. Namely, they may borrow only after having
obtained a guarantee from the municipal council.

If the strict rules and procedures for short-term or long-term borrowing prescribed in this law have
not been observed then severe penalties (fines) can be imposed to the municipal mayor. This makes
the mayors bit more cautious or reserved towards making any borrowing.

If municipal ESCO project has to be financed by using external funds such as funds from the central
budget or borrowed funds, then provisions of this law might be barrier for it. Use of such funds is
dependent among other on the decision of the Ministry of Finance that more or less is not guided or
bound by any criteria. Therefore, for more frequent implementation of energy service projects and
use of ESCO services, especially those of higher value, it will be necessary to amend the law in order
to:
0 Define certain criteria based on which the Ministry of Finance will allocate earmarked grants,
0 Define certain criteria based on which the Ministry of Finance will provide consent to the
municipality to borrow funds,
O Determine that Ministry of Finance may be a guarantor for the commitments of the
municipalities if certain conditions that will be prescribed in the law are met, and
0 Alleviate the fines for the mayors who may breach the procedure for use of external funds.
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Excerpts from the LAW ON FINANCING OF LOCAL SELF-GOVERNMENT UNITS (Official Gazette no.
61/2004; 96/2004; 67/2007; 156/2009; 47/2011 and 192/2015)

Art.#

Provision

Remark

Art.2,
item 15,
16, 17
and 18

15. Borrowing is a procedure for creation of
financial obligations by signing the loan agreement
and / or the issuance of securities;

16. Guarantee from a municipality is potential
liability, undertaken by the municipality on behalf of
a public company and a company being fully or
predominantly owned by the municipality, on
whose behalf the guarantee was issued;

17. Short-term loan are funds provided from the
central budget of the Republic of Macedonia in
order to overcome the temporal mismatch of
revenues and other revenues with expenditures and
other outflows with obligation to repay by the end
of the current fiscal year in which it was approved,
without interest, and

18. Long term loan are funds provided from the
central budget of the Republic of Macedonia with a
commitment to repay up to five years without
interest.

The definitions given in this law
clearly define what borrowing means
as well as the instruments that the
municipalities can use to borrow
funds.

Art.3

The municipality shall realize revenues from own
sources, grants from the Budget of the Republic of
Macedonia and the budgets of the Funds and from
borrowing.

According to this provision there are
three major sources of revenues for
the municipalities, but within each
source there are several sub-sources.
Borrowing is one of the major
sources.

Art.10

(1) Earmarked grant (from the central budget) shall
be used for financing concrete activity.

(2) The line Ministries and the Funds shall propose
to the Ministry of Finance to allocate the earmarked
grants per municipality, per project, institution
and/or program with a Budget calculation for the
following budget year.

(3) The line Ministries and the Funds shall monitor
the usage of the earmarked grant of this Article.

(4) The line ministries and the funds shall cease to
transfer earmarked grants if any irregularity is

The municipalities can use earmarked
grants from the central budget only if
the responsible line ministry or fund
decides so. There are no specific
criteria in the law related to the
allocation of earmarked grants, only
the condition that these types of
grants must be used for financing
concrete activity.
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identified and notify the Ministry of Finance for
that.

Art.11

(1) The Capital Grant shall be used to finance
investment projects based on a programme
determined by the Government.

(2) The respective Ministries and Funds shall, in
distributing the capital grants, give priorities to ones
with fully defined financial structure.

(3) The line Ministries and the Funds shall monitor
the usage of the capital grant.

(4) The line ministries and the funds shall cease to
transfer capital grants if any irregularity is identified
and notify the Ministry of Finance for that.

(5) Financing of capital investments may be ceased
improper spending of funds is determined.

Art.12,
para. (1)
and (2)

(1) A Block grant shall be used for financing the
competencies prescribed in Article 22 items 5
(culture), 7 (social protection and protection of
children), 8 (education) and 9 (health protection) in
the Law on Local Self-Government through concrete
programmes.

(2) The line ministries and the funds shall prepare
methodology for allocation of the block grants
which shall be based on a formula by using
appropriate indicators for the requirements for
each program. The Government of the Republic of
Macedonia shall pass Decree for the methodology
for determining of and the allocation of the block
grants on the proposal of the competent ministry,
and with a prior consent of the Ministry of Finance
and the Commission for monitoring of the system
development.

Unlike the earmarked grant, capital
grants and block grants from the
central budget can be allocated to
and used by the municipalities strictly
for financing capital investment
projects and financing of the
activities / areas which with the
decentralization process are now
managed by the municipalities.

Not all capital investment projects
can be financed. Only those
determined in the Government
programme and upon a decision of
the respective ministry or fund (if the
investment project fits into the
determined priorities and have
defined financial structure).

This is not the case with the block
grants, for the allocation of which
first the Government adopts a
methodology  and then the
responsible line ministry will use a
formula to determine the exact
amount that will be allocated to each
municipality.

Art.17,
para (1)
and (2)

(1) The funds from the State Budget and budgets of
the funds shall be transferred in accordance with
the regulations for treasury operations.

(2) The transfer of revenues from VAT and block
grants from the State Budget to the municipal
budget is carried out in at least 12 installments.

When it comes to the transfer of
funds from the central budget to the
municipalities’ budgets, the law does
not regulate this procedure, but it
makes reference to the regulation
(instruction) on treasury operations.
The only rules contained in this law
refers to the transfer of funds from
VAT and block grants which shall be
done in at least 12 installments.
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Art.18

(1) The municipality may borrow in the country and
abroad according to the conditions laid down by this
and other laws.

(2) The municipalities may begin the borrowing
procedure with the consent of the Ministry of
Finance.

(3) The municipality may borrow or issue guarantee
following a decision of the municipal council.
Council Decision applies only if the agreement on
borrowing or issuing a guarantee is concluded in the
fiscal year in which it was taken.

(4) The municipality submits the loan agreement
and repayment plan to the Ministry of Finance
within ten working days from the date of its signing.

(5) The municipality may borrow by
securities in accordance with law.

issuing

Provisions from this article prescribe
the borrowing procedure.
Municipalities are not limited in
terms of the types and origin of the
institutions they can borrow funds
from. However, there are two filters
that the municipal management have
to pass in order to conclude loan
agreement or issue guarantee. First,
the Ministry of Finance has to provide
consent. The law does not give any
criteria based on which the Ministry
will make the decision, so it is
subjective decision-making process.
Second, the municipal council has to
take a decision to let the municipal
management (mayor) conclude the
loan agreement or issue the
guarantee.

Art.18-a

In order to secure the debt, the municipality cannot
establish a pledge on the property that is used for
performing activities of public interest determined
by law.

This article amended the initial text of
the law in order to clearly forbid the
municipality to make pledge on a
property. This prohibition does not
refer to the entire property of the
municipality, but only the property
(facilities, equipment, etc.) used for
performing activities of public
interest. Considering that most of the
activities performed by municipalities
are of public interest, it can be
concluded that by this prohibition
more or less the entire municipal
owned property is encompassed.

Art.19

(1) The municipality may borrow short-term loan
that will be repaid within 12 months from the date
of conclusion of the borrowing.

(2) In the short-term borrowing, the total debt of
the municipality made on the basis of short-term
borrowing and short-term borrowing from the
central budget of the Republic of Macedonia during
the fiscal year cannot exceed 30% of the overall
realized revenues of the operational budget of the
municipality in previous fiscal year.

Art.20

(1) The municipality can borrow long-term for:

These three articles provide
conditions that municipalities must
satisfy when borrowing (concluding
and / or realizing the loan agreement
and issuing guarantees). The short-
term borrowing is limited to a period
of 12 months, while the long-term
borrowing to a period of 5 years. In
both cases, the amount that can be
borrowed must not exceed 30% of
the municipality’s revenues in the
previous fiscal year. Unlike the short-

45



- financing of capital projects and investments;
- financing commitments;
- commitments from loans taken; and

- protection and elimination of the consequences
caused by natural or environmental disasters.

(2) The Municipal Council approves long-term
borrowing only after a public hearing is held in the
municipality. The subject of public hearing is a
description of the project and the conditions for its
financing.

(3) In the long-term debt, total annual debt
repayment (principal, interest and other costs)
made on the basis of long-term debt and long-term
borrowing from the central budget of the Republic
of Macedonia cannot exceed 30% of total revenues
in the operating budget of the municipality in the
previous fiscal year.

(4) The total amount of outstanding long-term debt
of the municipality including all guarantees issued
shall not exceed the amount of total revenues in the
operational budget of the municipality in the
previous year.

(5) Funds provided by long-term borrowing shall be
used for the purpose for which it is approved.

Art.21,
para (1)

(1) The public enterprises and companies being fully
or predominantly owned by the municipality and
established by the municipality may borrow only
after having obtained a guarantee from the
municipal council for which the council makes a
decision.

term borrowing, there are four
grounds for which the funds from the
long-term borrowing can be used for,
among them are financing
commitments and commitments
from loans taken.

The procedure for long-term
borrowing must be transparent. This
means that a public hearing must be
organized before Municipal Council
approves the long-term borrowing. In
that way, unnecessary debts are
avoided and possible abuse of funds
timely prevented.

Public enterprises and companies
established, managed or controlled
by the municipality go through a
slightly different procedure for
borrowing. Namely, they may borrow

only after having obtained a
guarantee from the municipal council
for which the council makes a
decision.

Art.47

(1) A fine of 1,500 EUR to 3,000 EUR in denar
equivalent shall be imposed on the mayor if:

- municipality exceeds the limit of 30% of the overall
realized revenues of the operational budget of the
municipality in the previous fiscal year on the basis
of short-term borrowing and short-term borrowing
from the central budget of the Republic of
Macedonia during the fiscal year (Article 19 (2)),

If the strict rules and procedures for
short-term or long-term borrowing
prescribed in this law, have not been
observed then severe penalties can
be imposed to the mayor. This makes
the mayors bit more cautious or
reserved towards making any
borrowing.
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(2) A fine of 5,000 EUR to 10,000 EUR in denar
equivalent shall be imposed on the mayor if:

- established pledge on the municipal property that
is used for performing activities of public interest
determined by law (Article 18 a);

- the municipality does not use funds provided by
long-term debt in accordance with the defined
purpose (Article 20, paragraph 5);

- municipality exceeds the limit of 30% of the total
revenues of the operating budget of the
municipality in the previous fiscal year for the total
annual debt repayment (principal, interest and
other costs), made on the basis of long-term debt
and long-term borrowing from the central budget
Republic of Macedonia (Article 20 paragraph (3)
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5.4 Budget Law

e Budget Law regulates the procedure for drafting, adopting, executing the Budget of the Republic of
Macedonia and the budgets of the municipalities and reporting on the execution of the same. From
the ESCO projects point of view, this law is important for the planning and spending of funds for
energy service contracts.

e Animportant rule for planning and especially executing the budget is the prohibition for the budget
users to make commitments (payments) that would exceed the planned revenue for the current year,
unless [additional] funding sources are proposed.

e In general, the planning and spending of funds by central government institutions and funds depend
on the decision of the Ministry of Finance and the Government. The consent / approvals of these two
authorities are essential in the following procedures:

0 Planning and determining the fund limits. Although the planning procedure is participatory, still
these two authorities have the final word on the appropriation limits;

O Re-allocation of funds within the approved budget. This makes even the small amount
reallocations complicated;

0 Increase of the projected revenues and other inflows and of the plan of appropriations (in case of
donations, grants, loans, etc.); and

0 Commitment of funds from the development part of the budget that goes beyond the current
(budgeted) year.

e |n case of municipalities, these consents / approvals are obtained from the municipal Council as the
highest authority within the local self-government system, which seems to be easier procedure to
implement.

e Article 29 of the Law stipulates what each of the three main parts of the budget is consisted of,
including the development part of the budget which is too generally defined. The specific types of
programs or criteria for the programs that are eligible to be part of the development program plans
are not provided. Although the development program plans are multi-years, they are revised annually.

e Ingeneral, provisions of the present Budget Law are not major obstacle for the public bodies to plan
and spend funds for energy services. The power of the Government and the Ministry of Finance to
have a final word on determining the budget limits and allocation for each central government
institution, however, might strongly influence any decision or plan of the institution to procure energy
services from ESCO. Furthermore, this law should give clear provision that planning and spending of
budget funds based on concluded contracts, such as energy service contracts, could be multi-annual.
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Excerpts from the BUDGET LAW (Official Gazette no. 64/2005; 4/2008; 103/2008; 156/2009; 95/2010;
180/2011; 171/2012; 192/2015 and 167/2016)

Art.#

Provision

Remark

Art.7
para (1)
and (2)

Art.27

(1) Budgets referred to in Article 2 of this Law shall
include the appropriations broken down by budget
users and determined purposes pertaining to
funding the current, capital and other expenditures
of the budget users and their spending units for
performing the activities shown as programs and
sub-programs.

(2) Budget users shall not make commitments that
are due in the current year or incur expenditures
exceeding the appropriations of the Budget of the
Republic of Macedonia and the municipal budget.

Notwithstanding Article 7, paragraph (2) of this law,
should during the fiscal year, following the adoption
of the Budget, it is necessary to make commitments
exceeding the appropriations, the sources of funds
for their financing shall be proposed.

These provisions clearly define the
budget structure and the types of
expenditures therein. Additionally,
very important rule is set out in
paragraph (2) forbidding the budget
users to make commitments
(payments) that would exceed the
planned revenue for the current year.
An exception to this strict rule is
stipulated in Art.27, but only if
funding sources are proposed.

Art.18

(1) The Ministry of Finance, on the basis of the Fiscal
Strategy, shall propose to the Government of the
Republic of Macedonia appropriation limits for the
next three fiscal years by budget users of the central
government and the funds.

(2) The Government of the Republic of Macedonia
shall determine the maximum amounts of funds
referred to in paragraph 1 of this Article, by end-
May of the current fiscal year at the latest

According to these provisions, the
fund limits of the budget users from
the central government and the
funds depend on the decision of the
Ministry of Finance and the
Government. Although the planning
procedure is participatory, still these
two institutions have the final word
on the appropriation limits.

Art.29

(2) The Budget of the Republic of Macedonia
consists of general, special and development part.

- The general part consists of the total revenues and
other inflows and the total expenditures and other
outflows of the budget for the fiscal year, as well as
global projection of the revenues, inflows,
expenditures and outflows for the next two years
and other data.

- The special part consists of a plan of appropriations
of the budget users and the funds by programs, sub-
programs and items for the fiscal year.

This article stipulates what each of
the three main parts of the budget is
consisted of, including the
development part of the budget. It is
too generally defined, without
precising the specific types of
programs or criteria for the programs
that are eligible to be part of the
development program plans.
Although the development program
plans are multi-years, they are
revised annually.
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- The development part consists of the budget
users' development program plans.

(3) The development program plan includes the
mid-term projections of appropriations by:

- different budget users;

- different budget programs and sub-programs;
- years when they will be implemented and

- sources of financing, i.e. budgets.

(4) The development program plan from paragraph
(3) of this article shall be revised each year.

Art.33,
para (2)

(2) The budget users can make reallocations within
the approved budgets in the current fiscal year. The
Ministry of Finance shall approve the reallocation
for the central government budget users and the
Funds, and the Municipal Council shall approve the
reallocation for the municipalities.

Although re-allocation of funds
within the approved budget are
allowed, still a prior consent from the
Ministry of Finance (for the budget
users and funds) and municipal
council (for municipalities) must be
obtained, thus making even the small
amount reallocations complicated.

Art.34,
para (4)
and (5)

(4) In case the projected revenues and other
revenues are executed above the projected level,
the budget users having budget of donations,
budget of loans, budget of grants and/or budget of
self-financing activities, shall submit request for
increase of the projected revenues and other
inflows and of the plan of appropriations in these
budgets.

(5) Central budget users and the Funds shall submit
their requests for increase to the Ministry of
Finance. The Mayors shall submit request for
municipal increase to the respective Municipal
Councils.

Similar procedure is applied in case
the budget users have executed the
projected revenues and other
revenues above the projected level
(in case of donations, grants, loans,
etc.). The final word if there would be
anincrease of the projected revenues
and other inflows and of the plan of
appropriations of their budgets
depend on the decision of the
Ministry of Finance (for budget users
and funds) and municipal councils
(for municipalities).

Art.37-g

(1) After the adoption of the Budget, the budget
users shall prepare an annual financial plan by
guarters on the use of the appropriations.

(2) The budget users which have spending units
shall submit an extract from the Budget containing
the appropriations to each spending unit. The
spending units shall prepare an annual financial plan
by quarters on the use of the appropriations and

Provisions from these articles
elaborate  the  procedure for
preparation of annual, quarterly and
monthly financial plans. These plans
are basis for the Treasury to allocate
the appropriations to the budget
users and to execute payments based
on request for payments.
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they shall submit it to the budget user through
which they are funded. The budget user shall
prepare a consolidated annual financial plan by
guarters on the use of the appropriations.

(3) The budget users shall submit the annual
financial plans by quarters referred to in paragraphs
(1) and (2) of this article to the Treasury for the use
of the appropriations.

(4) The Treasury shall allocate the appropriations by
quarters based on the submitted annual financial
plans by the budget users in order to adjust the
expenditures with the dynamics of the realization of
the revenues, taking into consideration the seasonal
nature of certain expenditures, as well as the
specifics of the capital and investment projects.

(5) In order to use the appropriations in a given
quarter, the budget users shall submit a financial
plan by months.

(6) In order to use the appropriations in a given
quarter, the budget users that have spending units
shall submit financial plans by months, and after
their approval by the Treasury, they shall allocate
the approved monthly spending right by spending
units.

Art.43,
para (1)
and (3)

(1) The budget users and spending units shall submit
payment requests to the Treasury for execution of
payments.

(3) The Treasury shall control the submitted
payment requests in the manner specified by the
Minister of Finance.

Art.47

(1) In case the budget users and the spending units
make commitments in the programs covered in the
development part of the budget, that require the
use of budget funds in the following years, the
budget users or the spending units have to obtain
prior approval.

(2) The budget users and the spending units of the
central government shall obtain the approval
referred to in paragraph 1 of this Article from the
Government of Republic of Macedonia, after
previous opinion by the Ministry of Finance, and the
budget users and the spending units of the funds

For any commitment of funds from
the development part of the budget
that goes beyond the current
(budgeted) year, that budget users
must obtain prior approval. Again,
same central level institutions are
included in this procedure — opinion
from the Ministry of Finance and
approval from the Government. It is
not specified what is the competent
authority to give the approval for
multi-year commitments that the
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and the municipalities shall obtain the approval
from a competent authority.

(3) In case of changes in the dynamics of the
obligations arising from the concluded contracts for
which the budget users and the spending units have
received prior consent referred to in paragraph (1)
of this Article and provided the consent of the other
contracting party, they shall obtain amended
Government's consent, upon previous opinion of
the Ministry of Finance.

municipalities and funds would like to
make.
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Law on Public Debt

If the Law on Financing of Local Self-Government Units was important for the municipal financing of
ESCO projects, the Law on Public Debt is important for financing of ESCO projects through borrowing
and issuing of sovereign guarantee at all levels, including central and local government institutions.

More specifically, this law regulates the public debt management, purposes of the government debt,
procedure and manner of borrowing, procedure of issuance, servicing and termination of sovereign
guarantees, as well as information on public debt.

According to the provisions of this law, the debt can occur, among other, for financing projects and
investments, financing liabilities assumed by the municipalities, municipalities within the City of
Skopje and the City of Skopje, and payments upon issued sovereign guarantees. Provision of energy
services can be deemed as investments by public bodies, for which sovereign guarantees can be issued
to the creditors. Even if the energy service contracts are to be considered as projects, still the
conditions for the public bodies to enter such projects and to borrow funds are fulfilled (energy
efficiency is part of the Government strategic documents and usually each public body is and will co-
finance such project).

The procedure for borrowing includes mandatory opinions and / or consent from high government
institutions. The public administrative bodies on central and local level cannot start the borrowing
procedure before they obtain consent from the Ministry of Finance. Furthermore, before concluding
the contract for borrowing, the Ministry of Justice has to give legal opinion and then the Parliament
to approve it with a special law (in case of foreign creditor) or the Government to approve it with a
decision (in case of domestic creditor).

The loan aquired by the Ministry of Finance can only be on-lend to public debt issuers, for the purpose
of which loan agreement must be concluded. If public debt issuers fail to timely settle the liabilities
arising from this agreement, the Ministry of Finance has the right to collect the claim, and in case a
municipality is a debtor Ministry of Finance allocates resources from the budget account of the
municipality to the account of the Budget of the Republic of Macedonia or it keeps part of the grants
that should be distributed to the municipality, in both cases up to the amount necessary to collect the
claim.

Conditions and procedures for issuing of sovereign guarantee are very similar to those for borrowing.
Only the Government of the Republic of Macedonia may issue sovereign guarantee on behalf of the
Republic of Macedonia in case of borrowing by public debt issuer. However, public debt issuer, on
behalf of which the sovereign guarantee was issued, must service the debt guaranteed.

Provisions from the Law on Public Debt are not obstacle for concluding and implementing EPC. The

prescribed procedure for the public bodies to borrow funds and issue sovereign guarantees (obtaining
prior opinions and consents from certain ministries and adoption of special laws / decisions by the

53



Parliament / Government) limit or put additional burden for financing of investments and projects

such as the EPCs are, but the goal is to prevent excessive borrowing that increases the public debt.

Excerpts from the LAW ON PUBLIC DEBT (“Official Gazette of the Republic of Macedonia” no.
62/2005, 88/2008, 35/2011 and 139/2014)

Art.#

Provision

Art.2,
items
1,2, 4
and 11

1. government debt shall comprise all financial liabilities created on the basis of borrowing by
the Republic of Macedonia, public institutions established by the Republic of Macedonia and
municipalities, municipalities within the City of Skopje and the City of Skopje, excluding debt
of public enterprises and companies being fully or predominantly owned by the state, by the
municipalities and the debt of National Bank of the Republic of Macedonia;

2. public debt shall comprise government debt and debt of public enterprises being
established by the state or by the municipalities, municipalities within the City of Skopje and
the City of Skopje, as well as companies being fully or predominantly owned by the state or
by the municipalities, municipalities within the City of Skopje and the City of Skopje, the
government having issued sovereign guarantee therefore;

4. borrowing shall mean procedure for incurring financial liabilities by concluding a loan
agreement and/or issuance of debt securities by the state or the municipality, municipalities
within the City of Skopje and the City of Skopje;

11. sovereign guarantee shall mean contingent liability assumed by the Republic of
Macedonia on behalf of the public debt issuer for the account of which the guarantee is
issued.

Art. 8

(3) Debt of municipalities, municipalities within the City of Skopje and the city of Skopje and
debt of public enterprises established by the state or the municipalities, municipalities within
the City of Skopje and the City of Skopje, as well as companies being fully or predominantly
owned by the state and the municipalities, municipalities within the City of Skopje and the
City of Skopje shall not be considered as liability of the Budget of the Republic of Macedonia,
except in cases of issuance of sovereign guarantee.

Art.12

(1) Government debt shall be incurred and used for the following:

- financing projects and investments,

- supporting balance of payments,

- supporting foreign currency reserves of the Republic of Macedonia,

- fostering development of financial markets in the Republic of Macedonia,

- budget deficit financing,
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- interim financing of liquidity connected with cash flows,
- government debt refinancing,

- financing liabilities assumed by the municipalities, municipalities within the City of Skopje
and the City of Skopje,

- payments upon issued sovereign guarantees, and

- protection against and elimination of consequences caused by natural and environmental
disaster.

(2) Projects proposed for financing referred to in paragraph (1), indent 1 of this Article shall
fulfill the following criteria:

- shall be in compliance with the strategic documents of the Government of the Republic of
Macedonia, and

- public debt issuers shall provide co-financing resources to the end of smooth project
implementation.

Art.16

(2) Legislative, judicial and executive branch shall commence the borrowing procedure by
submitting a borrowing initiative to the Government of the Republic of Macedonia, which
shall mandatory include opinion by the Ministry of Finance.

(3) Public institutions established by the Republic of Macedonia and municipalities,
municipalities within the City of Skopje and the City of Skopje shall commence borrowing
procedure upon consent by the Ministry of Finance.

(3) Public institutions established by the Republic of Macedonia and municipalities,
municipalities within the City of Skopje and the City of Skopje shall submit the following to
the Ministry of Finance in order to obtain the consent referred to in paragraph (3) of this
Article:

— Decision on Borrowing, which shall mandatory include the amount and the purpose of the
borrowing;

- request form for borrowing, including information on the project and data on the financial
capacity of public institutions established by the Republic of Macedonia and municipalities,
municipalities within the City of Skopje and the City of Skopje.

(6) Issuers referred to in paragraphs (2) and (3) of this Article shall conclude loan agreements
upon adoption of a special law for each new foreign borrowing at foreign lenders.

(7) Minister of Justice shall deliver legal opinion on the legal validity of the loan agreement for
each new borrowing by the issuers referred to in paragraph (2) of this Article at foreign lender.

55



(8) Issuers referred to in paragraphs (2) and (3) of this Article shall conclude loan agreements
upon adoption of a decision by the Government of the Republic of Macedonia for each new
foreign borrowing at domestic lenders.

Art.17

(3) Minister of Finance shall conclude loan agreement with public debt issuers, which shall
define the terms and the conditions under which the loan funds shall be on-lent.

(4) If public debt issuers fail to timely settle the liabilities arising from the agreement referred
to in paragraph (3) of this Article, Ministry of Finance shall have the right to collect the claim,
including principal, interest, default interest and other costs therefrom.

(5) If the loan is extended to a municipality, a municipality within the City of Skopje, the City
of Skopje, a public enterprise established by municipalities, municipalities within the City of
Skopje and the City of Skopje, as well as a company being fully or predominantly owned by
municipalities, municipalities within the City of Skopje and the City of Skopje, Ministry of
Finance shall be entitled to the following so as to collect the claim referred to in paragraph (4)
of this Article:

- to allocate resources from the budget account of the municipality to the account of the
Budget of the Republic of Macedonia, up to the amount necessary to collect the claim, and/or

- to keep part of the grants to be distributed to the municipality, up to the amount necessary
to collect the claim.

(6) Minister of Finance shall have the right to undertake additional measures so as to collect
the amount referred to in paragraph (4) of this Article envisaged in the agreement referred to
in paragraph (3) of this Article, as well as other measures pursuant to law.

Art.21

(1) Government of the Republic of Macedonia may issue sovereign guarantee on behalf of the
Republic of Macedonia in case of borrowing by public debt issuer.

(2) Projects, financing of which requires issuance of sovereign guarantee, shall fulfill the
following criteria:

- shall be in compliance with the strategic documents of the Government of the Republic of
Macedonia,

- co-financing resources shall be provided to the end of smooth project implementation.

Art.23

(1) Public debt issuer, on behalf of which the sovereign guarantee was issued, shall service
the debt guaranteed by the Republic of Macedonia and/or the payment of other costs.

(2) Should public debt issuer, on behalf of which the sovereign guarantee was issued, fail to
service the debt and/or fail to pay the other costs referred to in paragraph (1) of this Article
on the date it falls due, Ministry of Finance shall, on behalf of the Republic of Macedonia,
settle the liability due on the basis of sovereign guarantee.

(3) In case Ministry of Finance settles, on behalf of the Republic of Macedonia, the liability on
the basis of sovereign guarantee, it shall be entitled to collect the claim, including principal,
interest, default interest and other costs incurred due to the inability of the public debt issuer,
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on behalf of which the sovereign guarantee was issued, to service the debt and/or pay the
other costs referred to in paragraph (1) of this Article on the date it falls due.

(4) Public debt issuer, on behalf of which the sovereign guarantee was issued, shall be obliged,
within the period specified in the agreements referred to in Article 22, paragraphs (2) and (3)
of this Law, to pay the funds paid by the Ministry of Finance on the basis of sovereign
guarantee to the account of the Budget of the Republic of Macedonia.

(5) Obligation referred to in paragraph (4) of this Article shall be unconditional and
irrevocable.

(6) Should public debt issuer, on behalf of which the sovereign guarantee was issued, be a
municipality, municipality within the City of Skopje or the City of Skopje, a public enterprise
established by municipalities, municipalities within the City of Skopje and the City of Skopje,
as well as a company being fully or predominantly owned by municipalities, municipalities
within the City of Skopje and the City of Skopje, Ministry of Finance shall be entitled, as
regards collection of claims referred to in paragraph (3) of this Article:

- to allocate resources from the budget account of the municipality, the municipality within
the City of Skopje and the City of Skopje to the account of the Budget of the Republic of
Macedonia, up to the amount necessary to collect the claim, and/or

- to keep part of the grants to be distributed to the municipality, the municipality within the
City of Skopje and the City of Skopje, up to the amount necessary to collect the claim.

(7) Minister of Finance shall have the right to undertake additional measures so as to collect
the amount referred to in paragraph (3) of this Article envisaged in the agreement on securing
the issued sovereign guarantee referred to in paragraphs (2) and (3) in Article22 of this Law.

Art.25

(1) Public enterprise established by the state or municipalities, municipalities within the City
of Skopje and the City of Skopje, as well as company being fully or predominantly owned by
the state or municipalities, municipalities within the City of Skopje and the City of Skopje, may
borrow on long-term basis with an issued sovereign guarantee as follows:

- for financing capital projects and investments,
- for refinancing debt incurred on the basis of borrowing referred to in indent 1 of this Article,
- for financing assumed liabilities and

- for protection against and elimination of consequences caused by natural and environmental
disaster.

(2) Public enterprise established by the state or municipalities, municipalities within the City
of Skopje and the City of Skopje, as well as company being fully or predominantly owned by
the state or municipalities, municipalities within the City of Skopje and the City of Skopje, shall
commence the procedure for borrowing with issued sovereign guarantee on the basis of a
consent by the Ministry of Finance.
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(3) In order to obtain the consent referred to in paragraph (2) of this Article, public enterprise
established by the state or municipalities, municipalities within the City of Skopje and the City
of Skopje, as well as a company being fully or predominantly owned by the state or
municipalities, municipalities within the City of Skopje and the City of Skopje, shall submit the
following to the Ministry of Finance:

- Decision on Borrowing, which shall mandatory include the amount and the purpose of the
borrowing; and

- request form for borrowing through issuing sovereign guarantee, including information on
the project and data on the financial capacity of the public enterprise established by the state
or municipalities, municipalities within the City of Skopje and the City of Skopje, as well as
company being fully or predominantly owned by the state or municipalities, municipalities
within the City of Skopje and the City of Skopje.

(5) Representatives from the Ministry of Finance and other authorized representatives from
the Government of the Republic of Macedonia, shall mandatorily participate in the procedure
for borrowing through sovereign guarantee.

(6) Loan agreement shall be concluded upon adoption of a special law on each borrowing
through issuing sovereign guarantee at foreign lenders, i.e. upon adoption of a decision by
the Government of the Republic of Macedonia for each borrowing with issued sovereign
guarantee at domestic lenders.

(7) Loan servicing and payment of other costs incurred on the basis of borrowing by public
enterprises established by the state or municipalities, municipalities within the City of Skopje
and the City of Skopje, as well as companies being fully or predominantly owned by the state
or municipalities, municipalities within the City of Skopje and the City of Skopje, shall be
carried out by the public enterprises established by the state or municipalities, municipalities
within the City of Skopje and the City of Skopje, as well as companies being fully or
predominantly owned by the state or municipalities, municipalities within the City of Skopje
and the City of Skopje.

Art.25-

(1) Public enterprise established by municipalities, municipalities within the City of Skopje and
the City of Skopje, as well as company being fully or predominantly owned by municipalities,
municipalities within the City of Skopje and the City of Skopje, may borrow on long-term basis
without an issued sovereign guarantee as follows:

- for financing capital projects and investments,

- for refinancing debt incurred on the basis of borrowing referred to in indent 1 of this Article,

- for financing assumed liabilities and

- for protection against and elimination of consequences caused by natural and environmental
disaster.

(2) Public enterprise established by municipalities, municipalities within the City of Skopje and
the City of Skopje, as well as company being fully or predominantly owned by municipalities,

58



municipalities within the City of Skopje and the City of Skopje, shall commence the procedure
for borrowing without issued sovereign guarantee on the basis of a consent by the Ministry
of Finance.

(3) In order to obtain the consent referred to in paragraph (2) of this Article, public enterprise
established by municipalities, municipalities within the City of Skopje and the City of Skopje,
as well as a company being fully or predominantly owned by the state or municipalities,
municipalities within the City of Skopje and the City of Skopje, shall submit the following to
the Ministry of Finance:

- Decision on Borrowing, which shall mandatory include the amount and the purpose of the
borrowing; and

- request form for borrowing without an issued sovereign guarantee, including information
on the project and data on the financial capacity of the public enterprise established by
municipalities, municipalities within the City of Skopje and the City of Skopje, as well as
company being fully or predominantly owned by municipalities, municipalities within the City
of Skopje and the City of Skopje.

Art.25-

(1) The public enterprise established by the state, as well as company being fully or
predominantly owned by the state, shall commence on-lending procedure on the basis of a
consent by the Ministry of Finance.

(2) In order to obtain the consent referred to in paragraph (1) of this Article, public enterprise
established by the state, as well as company being fully or predominantly owned by the state,
shall submit the following to the Ministry of Finance:

- Decision on Borrowing, which shall mandatory include the amount and the purpose of the
borrowing; and

- request form for borrowing, including information on the project and data on the financial
capacity of the public enterprise established by the state, as well as company being fully or
predominantly owned by the state.

(4) Loan servicing and payment of other costs incurred on the basis of borrowing by public
enterprises established by the state, as well as companies being fully or predominantly owned
by the state, shall be carried out by the public enterprises established by state, as well as
companies being fully or predominantly owned by the state.
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6 Additional findings and recommendations related to the financing
and implementation of energy performance contracts

e Commercial banks in Macedonia are reluctant to finance (provide loans for) energy performance
contracts if one of the contracting parties is a municipality or public institution at local level. Even
financing an ESCO would be a problem if funds for repayment of the debt come from the
municipalities and local institutions revenues. Currently, only 10% of the municipalities have credit
rating acceptable for the banks. Providing municipal owned property as collateral is forbidden, thus
making the external financing of energy performance contracts at local level even more difficult.

e The situation is different when it comes to central government institutions. The banks have positive
experience in financing these institutions. The banks would feel more confident when the Ministry of
Finance is involved as some kind of guarantor or mediator in the energy performance contracts.

e Other countries’ experiences show that renowned energy suppliers are becoming ESCOs. This might
not be the case in Macedonia, as these companies are reluctant in becoming investors of energy
efficiency measures to their clients, especially because of the requirement from the commercial banks
to provide collateral for the loans (project financing is rarely accepted).

e Provision of collateral for the loans taken and longer period of time for return of investment are the
key disadvantages for potential ESCO to implement several energy performance contracts at the same
time. This will also slow down the pace for development of ESCO market.

e One of the conditions for establishing any kind of public-private partnership is preparation of a
feasibility study. These studies are always outsourced, take time and additional funds, which for the
smaller public authorities might be a burden.

o Well-developed municipalities would prefer using funds from the state energy efficiency fund (if and
when established) and preferential loans from international development banks to implement their
energy efficiency programs, which include measures to achieve energy savings.
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PART 2 ANALYSIS OF ESCO MODELS
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7 Methodology and assumptions

The scope of the analysis was to investigate the different ESCO models and determine the possibility to
implement some or all of them on the Macedonian market and future ESCO’s and energy performance
contracts.

In order to gain full picture and possibilities for ESCO penetration in the market, a wide range of types of
buildings and possible measures were chosen. Apart from that, the possible projects were also chosen by
economic criteria’s, like wide range of simple payback, different investment costs etc.

The following types of buildings / institutions were chosen:

e Industry

o Multifamily residential building
o Single-family residential building
e  Public building

e  Public lightning

The following types of projects / measures were analyzed:

e Change of fuel

e Preparation of domestic hot water

e Full renovation of the building envelope

e Installing of thermal fagade

e Heating control

e Replacement of old and inefficient lightning

These types of buildings and measures include most of the possibilities for an ESCO to gain knowledge of
what can be utilized and prepare its strategy and policy. Even though the cases present the majority of
the possibilities, it should be mentioned that the limited amount of cases that are analyzed in this report
can produce differences with the actual situation. It is aimed to give overall structure for future
development in the sector.

In the case of analysis variety of economic parameters, the case studies have the following range of values:

e Simple payback period: 2 months — 11 years
e [nvestment: 250.000,00 — 5.500.000,00 MKD

The energy related gathering of data and calculations were performed according to the national legislative
and methodologies and all case studies have energy audits performed by certified energy auditors.

The data for the technical equipment and its characteristics that was used is:
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Table 1 Technical equipment data?92021

After Reconstruction

Building Element Mam;;)r]\ance Dls[;)o]sal Lifetime Elj?:t?::éc
Insulation of external walls 0% 0% 30 25
\lﬁaell towards a room that is not in o i 30 55
Roof, upper floor 0% 0% 30 25
Ground floor 0% 0% 30 25
Windows 1% 0% 25 24
Shading systems 1% 0% 15
Building's Technical Systems Mainic;?ance Dis[;o]sal Lifetime Elj?:t?nr:;c

Chiller 4,0% 0% 15 17
Boiler 2,0% 0% 20 17
Heat pump 4,0% 0% 17 15
Radiators 0% 35

Heat emitting panels 0% 50

Fan coiler 0% 15

Convectors 0% 20

Air ducts 0% 50

Solar thermal collectors 1,0% 0% 20 20
Photovoltaic panels 1,0% 0% 25 23
Lightning 9,0% 0% 6 6000 hours
Heating control 0% 0% 20 10

The economic and financial calculations are mainly related to the ESCO models and for that purpose, new
tool was created. The tool takes into account all relevant models parameters and modifications.

The inflation rate was set at 1.5%. This differs from the current inflation rate (even though it does not
differ greatly for the prediction for the next year). The inflation rate was set keeping in mind that the
analysis is made for long term projects, so the last 8 years were considered in the used inflation rate.

19 Rulebook for energy audit, Official Gazette of Republic of Macedonia — No. 94 on 04 July 2013

20 Recommendations on Measurement and Verification Methods in the Framework of Directive 2006/32/EC on
Energy End-Use Efficiency and Energy Services, page 66; Download:

https://www.energycommunity.org/pls/portal/docs/906182.PDF, 30 June 2015

21 D4.3 REPORT ON NATIONAL RESULTS OF THE T.4.1 AND T.4.2 TOOLS APPLICATION TO THE REFERENCE
BUILDINGS AND ENERGY EFFICIENCY MEASURES, REPUBLIC_ZEB project, Download:
http://www.republiczeb.org/filelibrary/WP4/D4.3_Final_2016-10-25.pdf
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The nominal rate was taken from The National Bank of the Republic of Macedonia and the Fisher Equation
was used to calculate the real interest rate for the calculation.

Since the length of the contract can be long, and it is influencing significantly towards the successful
implementation of the project from the ESCO side, all analysis was performed for contracts with length of
10, 15 and 20 years.

Sensitivity analysis

Because of the nature of the EPC and ESCO, a sensitivity analysis is a key element in determining the
possibilities. For the sensitivity analysis, 4 main framework elements were followed:

Annual savings: This element includes two main factors — technology and energy price. The technology
characteristics will change over time and also the planned and implemented equipment may not show
the desirable effects. But the technology factor has significantly lower influence that the energy price.
Since Macedonia has no fully liberated energy market, the energy price can change in -35% to +35% which
can make the initial assessment unusable.

Equity capital: The equity capital is changing the cashflow significantly, since the amount of interest from
loans can be large.

Interest rate — It is crucial for the ESCO to gain favorable interest rate, but if that is not possible, this
element from the sensitivity analysis shows all possible options for the loan.

Baseline — As baseline for the analysis, the worth of the ESCO money if invested in bank was considered
for all 3 main framework elements stated above.

Analyzed ESCO Models

Even though a total of 9 ESCO models were analyzed, as favorable models for Republic of Macedonia, the
following 4 models were included:

- Shared Savings model
/ \ As can be seen from the scheme of this model, the
“ e financial part of the contract is guaranteed and
are shared between the user and the ESCO.
institution

ranged by the ESCO. The energy and financial savings
Figure 1. Shared Savings Model
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Figure 2. Guaranteed Savings Model
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Figure 4. Development Finance ESCO Model

Guaranteed Savings Model

The guaranteed savings model is similar like the previous
case, with a major difference that the user is responsible
for the financial part of the project. The ESCO is however
guaranteeing the energy savings in the financial contract.

ESCO Supplier Model

The ESCO supplier model and Integrated Energy
Contracting Model are fused into one model since it was
determined that it is favorable for the conditions in
Macedonia. These models offer the payment installments
(energy savings, operation and maintenance) from the user
towards the ESCO to be regulated through the energy price.
The regulations towards the financial institution are from
both the user and the ESCO.

Development Finance ESCO Model

The Development Finance ESCO Model can be incorporated
in all previous models. This model has significant advantage
before the other models in its Grant element. All cases
analyzed for this model were at the basis the model that
was least promising ones but with 20% grant in the
calculations.
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8 Improvement of the Envelope and Preparation of Domestic Hot
Water in Residential Building

8.1 Description of the Measures

The measures include complete renovation of the building envelope including preparation of domestic
hot water with solar thermal collectors.

External walls - The building had 5cm of insulation in a cavity wall construction. Still, several major
thermal bridges were detected, so additional 5cm insulation material (EPS) will be installed.

Uold = 0,57 W/m?K Unew = 0,27 W/m?K

Flat Roof - The building also has 5 cm of mineral wool on the roof. But the insulation material is
positioned between wooden beams with 10cm thickness and they react as a thermal bridge. Additional
5 cm of mineral wool above the beams will remove the thermal bridges.

Tilted Roof — Installation of suspended ceiling with 10cm mineral wool.
Uold = 0.39 W/m?2K Unew = 0.25 W/m?2K
Uold = 0.35 W/mzK Unew = 0.17 W/mZK

Windows — The building has double frame wooden windows with double glazing. The new windows will
be PVC frames and triple glazing.

Uold = 2.65 W/mzK Unew = 1.85 W/mZK

Domestic Hot Water — no existing system for central preparation of hot water. It is planned to be
installed 3 solar thermal collectors with 150l tank.

8.2 Energy Calculations

The basic energy data is:

Energy consumption before measures: 59405 kWh/yr

Total energy savings: 12085 kWh/yr
Energy price — heating energy: 6.6 MKD/kWh
Energy price — electricity 6.6 MKD/kWh

The heating is using electricity as energy source.
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8.3 Profitability Calculations

Name
Total Investment
Annual Savings

Annual O&M Cost

Net Savings

Economic Lifetime
Maximum Pay-Off

Figure 5. Profitability calculations - input data and results

Residential
Envelope + DHW
418476 MKD
79762 MKD
1417 MKD
78345 MKD
20 yr
20 yr

Payback

Pay-off

Internal Rate of Return
Net Present Value

Net Present Value Quotient

Maximum Investment

5,34 yr
yr
17,9%
836181
2,00
1254657

The profitability calculations show that this project is economically feasible and it is worth to be
considered for financing. The payback period is relatively short and the internal rate of return and net
present value quotient are highly motivating.

8.4 Cashflow input data

Economic Conditions

Alternative Name
Cashflow Period
Equity Capital
Grant

Total Loan

Annual Savings
Annual O&M
Annual ESCO costs
Net Savings
Inflation Rate

Residential Envelope + DHW|

20

125543

0

292933

79762

1417

0

78345

1,5%

yr

MKD
MKD
MKD
MKD
MKD
MKD
MKD

Loan Conditions

Loan From Bank 1

Ammount 292933 MKD
Interest 6%

Years 10 yr

Term 1 month month/yr
Grace Period 0 month/yr
Total Investment 418476 MKD

6. Figure 6. Cashflow input data

8.5 Shared Savings Model

8.5.1 Cashflow Calculations

The following table shows the financial data for the period of 20 years, considering the specific model
requirements and indicators.

Table 2. Cashflow

0,00 0,00 0,00 0,00 0,00 0,00 -125.542,80 -125.542,80
79.762,00 1.417,00 0,00 78.345,00 39.800,24 54.841,50 15.041,26 -110.501,54
80.958,43 1.438,26 0,00 79.520,18 39.800,24 55.664,12 15.863,89 -94.637,65
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82.172,81 1.459,83 0,00 80.712,98 39.800,24 56.499,08 16.698,85 -77.938,80
83.405,40 1.481,73 0,00 81.923,67 39.800,24 57.346,57 17.546,33 -60.392,47
84.656,48 1.503,95 0,00 83.152,53 39.800,24 58.206,77 18.406,53 -41.985,93
85.926,33 1.526,51 0,00 84.399,82 39.800,24 59.079,87 19.279,63 -22.706,30
87.215,22 1.549,41 0,00 85.665,81 39.800,24 59.966,07 20.165,83 -2.540,46
88.523,45 1.572,65 0,00 86.950,80 39.800,24 60.865,56 21.065,32 18.524,86
89.851,30 1.596,24 0,00 88.255,06 39.800,24 61.778,54 21.978,31 40.503,17
91.199,07 1.620,18 0,00 89.578,89 39.800,24 62.705,22 22.904,99 63.408,15
92.567,06 1.644,49 0,00 90.922,57 0,00 45.461,29 45.461,29 108.869,44
93.955,56 1.669,15 0,00 92.286,41 0,00 46.143,20 46.143,20 155.012,64
95.364,90 1.694,19 0,00 93.670,71 0,00 46.835,35 46.835,35 201.848,00
96.795,37 1.719,60 0,00 95.075,77 0,00 47.537,88 47.537,88 249.385,88
98.247,30 1.745,40 0,00 96.501,90 0,00 48.250,95 48.250,95 297.636,83
99.721,01 1.771,58 0,00 97.949,43 0,00 48.974,72 48.974,72 346.611,55
101.216,83 1.798,15 0,00 99.418,67 0,00 49.709,34 49.709,34 396.320,88
102.735,08 1.825,12 0,00 100.909,95 0,00 50.454,98 50.454,98 446.775,86
104.276,10 1.852,50 0,00 102.423,60 0,00 51.211,80 51.211,80 497.987,66
105.840,25 1.880,29 0,00 103.959,96 0,00 51.979,98 51.979,98 549.967,64
Total | 1.844.389,94 | 32.766,24 0,00 1.811.623,70 398.002,36 549.967,64
600.000,00
500.000,00
400.000,00
300.000,00
E‘ 200.000,00
]
100.000,00
-
0,00 / — N
-100.000,00
-200.000,00
0 1 2 3 5 7 8 10 11 12 13 14 15 16 17 18 19 20

Figure 7. Cashflow chart
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According to the above table and chart for the cashflow in the case of shared savings ESCO model, this
project has significant potential.

The chart shows that the payoff for the project is in the 8" year and at the end of the 3 durations of the
contracts (10, 15 and 20 years), the project will be with positive balance.

The vertical red lines of the chart show the results in the case of 10, 15 and 20-year contract between
the user and the ESCO. The red horizontal line shows the defined baseline as explained in the
methodology. According to this chart, even though the project has relatively small payback period, and
even though after 10 years the project is positive in financial terms, the profit is significantly below the
determined baseline. That is not the case if the contract length is longer — 15 or 20 years.

8.5.2 Sensitivity Analysis

Sensitivity analysis

. 40% 100%
% 30% 90%
& 20% 8% =
[0} (]
£ 10% 70% &
< 0% | ©
o 60%
2 .10% Z
3 -20% 50% 2
= -30% 40% <
=}

S -40% 30%

2‘ 0,00 200.000,00400.000,00600.000,00800.000,00.000.000,a0200.000,00

Profit [MKD]
—@— Baseline —@—Annual Savings Interest Equity Capital

Figure 8. Sensitivity analysis for the Shared Savings Model

The sensitivity analysis only backs up the promising data from the cashflow calculations. It can be seen
that only in extreme cases of deviations in the annual savings framework element, the project goes
beyond the set baseline. That case can only be achieved if the technology underperforms and the
energy price is significantly lowered (cca -35% from the current price).
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8.6 Guaranteed Savings Model

8.6.1 Cashflow Calculations

The following table shows the financial data for the period of 20 years, considering the specific model
requirements and indicators.

Table 3. Cashflow

0,00 0,00 0,00 0,00 0,00 125.5-42,80 -125.542,80
79.762,00 1.417,00 | 0,00 78.345,00 39.800,24 54.841,50 15.041,26 23.503,50 23.503,50 -102.039,30
80.958,43 1.438,26 | 0,00 79.520,18 39.800,24 55.664,12 15.863,89 23.856,05 23.856,05 -78.183,25
82.172,81 1.459,83 | 0,00 80.712,98 39.800,24 56.499,08 16.698,85 24.213,89 24.213,89 -53.969,35
83.405,40 1.481,73 | 0,00 81.923,67 39.800,24 57.346,57 17.546,33 24.577,10 24.577,10 -29.392,25
84.656,48 1.503,95 | 0,00 83.152,53 39.800,24 58.206,77 18.406,53 24.945,76 24.945,76 -4.446,49
85.926,33 1.526,51 | 0,00 84.399,82 39.800,24 59.079,87 19.279,63 25.319,94 25.319,94 20.873,45
87.215,22 1.549,41 | 0,00 85.665,81 39.800,24 59.966,07 20.165,83 25.699,74 25.699,74 46.573,19
88.523,45 1.572,65 | 0,00 86.950,80 39.800,24 60.865,56 21.065,32 26.085,24 26.085,24 72.658,43
89.851,30 1.596,24 | 0,00 88.255,06 39.800,24 61.778,54 21.978,31 26.476,52 26.476,52 99.134,95
91.199,07 1.620,18 | 0,00 89.578,89 39.800,24 62.705,22 22.904,99 26.873,67 26.873,67 126.008,62
92.567,06 1.644,49 | 0,00 90.922,57 0,00 45.461,29 45.461,29 45.461,29 45.461,29 171.469,90
93.955,56 1.669,15 | 0,00 92.286,41 0,00 46.143,20 46.143,20 46.143,20 46.143,20 217.613,11
95.364,90 1.694,19 | 0,00 93.670,71 0,00 46.835,35 46.835,35 46.835,35 46.835,35 264.448,46
96.795,37 1.719,60 | 0,00 95.075,77 0,00 47.537,88 47.537,88 47.537,88 47.537,88 311.986,34
98.247,30 1.745,40 | 0,00 96.501,90 0,00 48.250,95 48.250,95 48.250,95 48.250,95 360.237,30
99.721,01 1.771,58 | 0,00 97.949,43 0,00 48.974,72 48.974,72 48.974,72 48.974,72 409.212,01
101.216,83 1.798,15 | 0,00 99.418,67 0,00 49.709,34 49.709,34 49.709,34 49.709,34 458.921,35
102.735,08 1.825,12 | 0,00 100.909,95 0,00 50.454,98 50.454,98 50.454,98 50.454,98 509.376,32
104.276,10 1.852,50 | 0,00 102.423,60 0,00 51.211,80 51.211,80 51.211,80 51.211,80 560.588,13
105.840,25 1.880,29 | 0,00 103.959,96 0,00 51.979,98 51.979,98 51.979,98 51.979,98 612.568,10

Tt)lta 1.84:‘.1389, 32.7466,2 0,00 1.81;.6623, 398.202,3 675.510,44 738.110,90 612.568,10
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Figure 9. Cashflow chart

According to the above table and chart for the cashflow in the case of guaranteed savings ESCO model,
this project has significant potential.

The chart shows that the payoff for the project is in the 6% year and at the end of the 3 durations of the
contracts (10, 15 and 20 years), the project will be with positive balance.

The vertical red lines of the chart show the results in the case of 10, 15 and 20-year contract between
the user and the ESCO. The red horizontal line shows the defined baseline as explained in the
methodology. According to this chart, even though the project has relatively small payback period, and
even though after 10 years the project is positive in financial terms, the profit is significantly below the
determined baseline. That is not the case if the contract length is longer — 15 or 20 years, since the
accumulating cashflow passes the baseline after the 12 year.
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8.6.2 Sensitivity Analysis

Sensitivity analysis
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Figure 10. Sensitivity analysis for the Shared Savings Model

The sensitivity analysis only backs up the promising data from the cashflow calculations. Since the
payment is on the side of the user, it can be noted that the interest rate does not have any influence on
the ESCO side. Also, due to the same reason, increasing the equity capital has negative effect, but does
not influence significantly the outcome of the investment.

8.7 ESCO Supplier Model

8.7.1 Input data
This model is completely different compared to the previous models. The input data about the annual
savings is calculated considering the following input data:

ESCO Provider data
Electricity consumption 59405 kWh/yr
Electricity Cost 392073 MKD/yr
Electricity Price 6,6 MKD/kWh
Electricity Savings 12085 MKD/yr
Electricity Consumption Afte 47320 kWh/yr
Electricity Price After Measur 8,25 MKD/kWh
Electricity Cost After Measure 390390 MKD/yr
Consumer Savings After Meas 1683 MKD/yr
ESCO Savings After Measures 78078 MKD/yr

Figure 11. ESCO as Supplier input data
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8.7.2 Cashflow Calculations

The following table shows the financial data for the period of 20 years, considering the specific model
requirements and indicators.

Table 4. Cashflow

0,00 O(']O 0,00 0,00 0,00 0,00 125.5-42,80 -125.542,80
1.683,00 0(')0 1.683,00 1.683,00 78.078,00 1.417,00 76.661,00 39'8;)0'2 36.860,76 -88.682,04
1.708,25 0(']0 1.708,25 3.391,25 79.249,17 1.438,26 77.810,92 39'8‘?0'2 38.010,68 -50.671,36
1.733,87 O(’)O 1.733,87 5.125,11 80.437,91 1.459,83 78.978,08 39'820’2 39.177,84 -11.493,51
1.759,88 0(']0 1.759,88 6.884,99 81.644,48 1.481,73 80.162,75 39'8‘?0'2 40.362,51 28.869,00
1.786,27 O(’)O 1.786,27 8.671,27 82.869,14 1.503,95 81.365,19 39'820’2 41.564,96 70.433,96
1.813,07 0(']0 1.813,07 10.484,33 84.112,18 1.526,51 82.585,67 39'8‘?0'2 42.785,43 113.219,39
1.840,27 O(')O 1.840,27 12.324,60 85.373,86 1.549,41 83.824,45 39'8:)0'2 44.024,22 157.243,61
1.867,87 0(']0 1.867,87 14.192,47 86.654,47 1.572,65 85.081,82 39'8‘?0'2 45.281,59 202.525,19
1.895,89 O(')O 1.895,89 16.088,36 87.954,29 1.596,24 86.358,05 39'8:)0'2 46.557,81 249.083,00
1.924,33 0(']0 1.924,33 18.012,68 89.273,60 1.620,18 87.653,42 39'8‘?0'2 47.853,18 296.936,19
1.953,19 O(')O 1.953,19 19.965,87 90.612,71 1.644,49 88.968,22 0,00 88.968,22 385.904,41
1.982,49 0(')0 1.982,49 21.948,36 91.971,90 1.669,15 90.302,74 0,00 90.302,74 476.207,15
2.012,23 O(']O 2.012,23 23.960,58 93.351,48 1.694,19 91.657,28 0,00 91.657,28 567.864,44
2.042,41 O(’)O 2.042,41 26.002,99 94.751,75 1.719,60 93.032,14 0,00 93.032,14 660.896,58
2.073,04 0(']0 2.073,04 28.076,04 96.173,02 1.745,40 94.427,63 0,00 94.427,63 755.324,21
2.104,14 O(’)O 2.104,14 30.180,18 97.615,62 1.771,58 95.844,04 0,00 95.844,04 851.168,25
2.135,70 0(']0 2.135,70 32.315,88 99.079,85 1.798,15 97.281,70 0,00 97.281,70 948.449,95
2.167,74 O(’)O 2.167,74 34.483,62 100.566,05 | 1.825,12 98.740,93 0,00 98.740,93 1.047.190,87
2.200,25 0(']0 2.200,25 36.683,87 102.074,54 | 1.852,50 | 100.222,04 0,00 100.222,04 1.147.412,91
2.233,26 O(')O 2.233,26 38.917,13 103.605,66 | 1.880,29 | 101.725,37 0,00 101.725,37 1.249.138,29

Tot 38.917,1 0,0 38.917.13 1.805.449, 32.766,2 1.772.683, 398.002, 1.249.138,
al 3 0 ! 68 4 44 36 29
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Figure 12. Cashflow chart

According to the above table and chart for the cashflow in the case of ESCO as a supplier model, this
project has the best potential compared to the other models.

The chart shows that the payoff for the project is in the 4" year and at the end of the 3 durations of the
contracts (10, 15 and 20 years), the project will be with positive balance.

The vertical red lines of the chart show the results in the case of 10, 15 and 20-year contract between
the user and the ESCO. The red horizontal line shows the defined baseline as explained in the
methodology. According to this chart, all project durations are acceptable for the ESCO side of the
model. Also, the profits from the project is highest in this model compared to the other models.

The user benefits, as it can be seen in the table above, are positive, but not very significant. Considering
that this case is about single family house, the users benefits are acceptable.
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8.7.3 Sensitivity Analysis

Sensitivity Analysis
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Figure 13. Sensitivity analysis for the Shared Savings Model

The sensitivity analysis only backs up the promising data from the cashflow calculations. It can be seen

that the equity capital has slight positive influence when it is ascending, while the interest rate has slight

negative influence. The influence is small and can be ignored.

8.8 Development Finance ESCO Model

8.8.1 Cashflow Calculations

The following table shows the financial data for the period of 20 years, considering the specific model

requirements and indicators.

Table 5. Cashflow

0,00 0,00 0,00 0,00 0,00 -100.434,24 -100.434,24
79.762,00 1.417,00 0,00 78.345,00 31.840,19 54.841,50 23.503,50 23.001,31 -76.930,74
80.958,43 1.438,26 0,00 79.520,18 31.840,19 55.664,12 23.856,05 23.823,93 -53.074,69
82.172,81 1.459,83 0,00 80.712,98 31.840,19 56.499,08 24.213,89 24.658,90 -28.860,79
83.405,40 1.481,73 0,00 81.923,67 31.840,19 57.346,57 24.577,10 25.506,38 -4.283,69
84.656,48 1.503,95 0,00 83.152,53 31.840,19 58.206,77 24.945,76 26.366,58 20.662,07
85.926,33 1.526,51 0,00 84.399,82 31.840,19 59.079,87 25.319,94 27.239,68 45.982,01
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87.215,22 1.549,41 0,00 85.665,81 31.840,19 59.966,07 25.699,74 28.125,88 71.681,75
88.523,45 1.572,65 0,00 86.950,80 31.840,19 60.865,56 26.085,24 29.025,37 97.766,99
89.851,30 1.596,24 0,00 88.255,06 31.840,19 61.778,54 26.476,52 29.938,35 124.243,51
91.199,07 1.620,18 0,00 89.578,89 31.840,19 62.705,22 26.873,67 30.865,03 151.117,18
92.567,06 1.644,49 0,00 90.922,57 45.461,29 45.461,29 45.461,29 196.578,46
93.955,56 1.669,15 0,00 92.286,41 46.143,20 46.143,20 46.143,20 242.721,67
95.364,90 1.694,19 0,00 93.670,71 46.835,35 46.835,35 46.835,35 289.557,02
96.795,37 1.719,60 0,00 95.075,77 47.537,88 47.537,88 47.537,88 337.094,90
98.247,30 1.745,40 0,00 96.501,90 48.250,95 48.250,95 48.250,95 385.345,86
99.721,01 1.771,58 0,00 97.949,43 48.974,72 48.974,72 48.974,72 434.320,57
101.216,83 1.798,15 0,00 99.418,67 49.709,34 49.709,34 49.709,34 484.029,91
102.735,08 1.825,12 0,00 100.909,95 50.454,98 50.454,98 50.454,98 534.484,88
104.276,10 1.852,50 0,00 102.423,60 51.211,80 51.211,80 51.211,80 585.696,69
105.840,25 1.880,29 0,00 103.959,96 51.979,98 51.979,98 51.979,98 637.676,66
Tolta 1.844‘.‘389,9 32.?5,2 0,00 1.811(.)623,7 318.;01,8 738.110,90 654.676,67
700.000,00
600.000,00
500.000,00
= 400.000,00
4
< 300.000,00
£ 200.000,00
S 100.000,00 T
o
-100.000,00
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Figure 14. Cashflow chart

According to the above table and chart for the cashflow in the case of development finance ESCO model,
this project has significant potential.

The chart shows that the payoff for the project is in the 5" year and at the end of the 3 durations of the
contracts (10, 15 and 20 years), the project will be with positive balance.

The conclusions are similar to the ones in the Guaranteed Savings Model (which is taken as a basis for
this model), but with slight improvements of the results as it is shown below.
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The vertical red lines of the chart show the results in the case of 10, 15 and 20-year contract between
the user and the ESCO. The red horizontal line shows the defined baseline as explained in the
methodology. According to this chart, even though the project has relatively small payback period, and
even though after 10 years the project is positive in financial terms, the profit is significantly below the
determined baseline. That is not the case if the contract length is longer — 15 or 20 years, since the
accumulating cashflow passes the baseline after the 11 year.

8.8.2 Sensitivity Analysis

Sensitivity analysis
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Figure 15. Sensitivity analysis for the Shared Savings Model

The sensitivity analysis only backs up the promising data from the cashflow calculations. Since the
payment is on the side of the user, it can be noted that the interest rate does not have any influence on
the ESCO side. Also, due to the same reason, increasing the equity capital has negative effect, but does
not influence significantly the outcome of the investment.

8.9 Conclusions

The above analysis shows that in this concrete case, all four models can be successfully implemented in
Macedonia.

Still, the most promising case is the ESCO as Supplier model, with almost double the profit from the
other three models. This model from the aspect of the legislation is the hardest to be implemented in
the residential buildings sector, but in near future, it is intended that this will be changed, and that is the
reason to be included in this case study also.
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9 Improvement of the Envelope and Heating Control in School / Public
Building

9.1 Description of the Measures

The measures includes renovation of the building envelope including installation of heating control in
public / school building.

External walls - The building has no thermal insulation. Also, several major thermal bridges were
detected, so additional 10cm insulation material (EPS) will be installed.

Uola = 1.70 W/m?K Unew = 0,33 W/m?K

Installing heating control system for the boiler — No existing heating control system. The solution will
follow the indoor and external temperature to regulate the heating automatically.

This case study is very similar to the previous one, and the aim is to prove the validity of the data from
the previous case study. Also, with this, the public buildings are included, as well as bigger buildings.

9.2 Energy Calculations

The basic energy data is:

Energy consumption before measures: 463961 kWh/yr

Total energy savings: 102346 kWh/yr
Energy price — heating energy: 9.33 MKD/kWh
Energy price — electricity 6.54 MKD/kWh

The heating is using light fuel oil as energy source.
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9.3 Profitability Calculations

School Envelope +
Name Heating Control Payback 6,85 yr
Total Inves?ment 4541950 MKD Pay-off yr
2::3:: Zegugcsost 222-;’5: MEE Internal Rate of Return 13,2%
Net Savings 662656,5 mvkp NetPresentValue 6070169
Economic Lifetime 20 yr Net Present Value Quotient 1,34
Maximum Pay-Off 20 yr Maximum Investment 10612119

Figure 16. Profitability calculations - input data and results

The profitability calculations show that this project is economically feasible and it is worth to be
considered for financing. The payback period is relatively short and the internal rate of return and net
present value quotient are highly motivating.

9.4 Cashflow input data

School Envelope +
Alternative Name Heating Control
Cashflow Period 20 yr
Equity Capital 1362585 MKD
Grant 0 MKD
Total Loan 3179365 MKD  Loan Erom Bank 1
Annual Savings 669350 MKD = Ammount 3179365 MKD
Annual O&M 6693,5 MKD Interest 526
Annual ESCO costs 0 MKD :Z':r: n mloonth \r/r:onth/yr
Net Savings 662656,5 MKD Grace Period 0 month/yr
Inflation Rate 1,5% Total Investment 4541950 MKD

7. Figure 17. Cashflow input data



9.5 Shared Savings Model

9.5.1 Cashflow Calculations

The following table shows the financial data for the period of 20 years, considering the specific model
requirements and indicators.

Table 6. Cashflow

0,00 0,00 0,00 0,00 0,00 -1.362.585,00 -1.362.585,00
669.350,00 6.693,50 0,00 662.656,50 431.973,83 463.859,55 31.885,72 -1.330.699,28
679.390,25 6.793,90 0,00 672.596,35 431.973,83 470.817,44 38.843,61 -1.291.855,67
689.581,10 6.895,81 0,00 682.685,29 431.973,83 477.879,70 45.905,87 -1.245.949,79
699.924,82 6.999,25 0,00 692.925,57 431.973,83 485.047,90 53.074,07 -1.192.875,73
710.423,69 7.104,24 0,00 703.319,46 431.973,83 492.323,62 60.349,79 -1.132.525,94
721.080,05 7.210,80 0,00 713.869,25 431.973,83 499.708,47 67.734,64 -1.064.791,30
731.896,25 7.318,96 0,00 724.577,29 431.973,83 507.204,10 75.230,27 -989.561,03
742.874,69 7.428,75 0,00 735.445,95 431.973,83 514.812,16 82.838,33 -906.722,69
754.017,81 7.540,18 0,00 746.477,63 431.973,83 522.534,34 90.560,51 -816.162,18
765.328,08 7.653,28 0,00 757.674,80 431.973,83 530.372,36 98.398,53 -717.763,65
776.808,00 7.768,08 0,00 769.039,92 538.327,94 538.327,94 -179.435,71
788.460,12 7.884,60 0,00 780.575,52 546.402,86 546.402,86 366.967,16
800.287,02 8.002,87 0,00 792.284,15 554.598,91 554.598,91 921.566,06
812.291,33 8.122,91 0,00 804.168,42 562.917,89 562.917,89 1.484.483,95
824.475,70 8.244,76 0,00 816.230,94 571.361,66 571.361,66 2.055.845,61
836.842,83 8.368,43 0,00 828.474,41 579.932,08 579.932,08 2.635.777,70
849.395,48 8.493,95 0,00 840.901,52 588.631,07 588.631,07 3.224.408,76
862.136,41 8.621,36 0,00 853.515,04 597.460,53 597.460,53 3.821.869,29
875.068,45 8.750,68 0,00 866.317,77 606.422,44 606.422,44 4.428.291,73
888.194,48 8.881,94 0,00 879.312,54 615.518,78 615.518,78 5.043.810,51

Total | 15.477.826,58 | 154.778,27 0,00 15.323.048,31 | 4.319.738,31 5.043.810,51
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Figure 18. Cashflow chart

According to the above table and chart for the cashflow in the case of shared savings ESCO model, this
project has significant potential.

The chart shows that the payoff for the project is in the 12" year and at the end of the 2 durations of the
contracts (15 and 20 years), the project will be with positive balance.

The vertical red lines of the chart show the results in the case of 10, 15 and 20-year contract between
the user and the ESCO. The red horizontal line shows the defined baseline as explained in the
methodology. According to this chart, even though the project has relatively small payback period, and
after 10 years the project is negative in financial terms and the profit is significantly below the
determined baseline. That is not the case if the contract length is longer 15 or 20 years. The figure and
the table shows that after 15 years, the project is slightly above the determined baseline.
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9.5.2 Sensitivity Analysis

Sensitivity analysis
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Figure 19. Sensitivity analysis for the Shared Savings Model

The sensitivity analysis only backs up the promising data from the cashflow calculations. It can be seen
that only in extreme cases of deviations in the annual savings framework element, the project goes
beyond the set baseline. That case can only be achieved if the technology underperforms and the
energy price is significantly lowered (cca 350% from the current price). This conclusion is similar to the
previous case study.
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9.6 Guaranteed Savings Model

9.6.1 Cashflow Calculations

The following table shows the financial data for the period of 20 years, considering the specific model

requirements and indicators.

Table 7. Cashflow

Tot
al

0,00 0,00 0,00 0,00 0,00 1.362.585, -1.362.585,00
00

669.350,00 | 6.693,50 0,00 662.656,50 431'273'8 463'§59'5 31.885,72 | 198.796,95 | 198.796,95 -1.163.788,05

679.390,25 | 6.793,90 0,00 67259635 | 1‘273'8 47°'i17’4 38.843,61 | 201.778,90 | 201.778,90 -962.009,15

689.581,10 | 6.895,81 0,00 682.685,29 431'273'8 477'379'7 45.905,87 | 204.80559 | 204.805,59 -757.203,56

699.924,82 | 6.999,25 0,00 692.92557 | 1‘273'8 485 ‘847’9 53.074,07 | 207.877,67 | 207.877,67 -549.325,89

710.423,69 | 7.104,24 0,00 703.319,46 431'273'8 492'223'6 60.349,79 | 210.995,84 | 210.995,84 -338.330,05

721.080,05 | 7.210,80 0,00 71386925 | 1‘273'8 499';08’4 67.734,64 | 214.160,77 | 214.160,77 -124.169,28

731.896,25 | 7.318,96 0,00 724.577,29 431'273'8 507'504'1 75.230,27 | 217.373,19 | 217.373,19 93.203,91

742.874,69 | 7.428,75 0,00 735.44595 | B 1‘273'8 5 14‘212’1 82.838,33 | 220.633,78 | 220.633,78 313.837,69

754.017,81 | 7.540,18 0,00 746.477,63 431'273'8 522'234'3 90.560,51 | 223.94329 | 223.943,29 537.780,98

765.328,08 | 7.653,28 0,00 75767880 | B 1‘273'8 530'272’3 98.398,53 | 227.302,44 | 227.302,44 765.083,42
384.519,9

776.808,00 | 7.768,08 0,00 769.039,92 0,00 . 384.519,96 | 384.519,96 | 384.519,96 1.149.603,38
390.287,7

788.460,12 | 7.884,60 0,00 780.575,52 0,00 5 390.287,76 | 390.287,76 | 390.287,76 1.539.891,14
396.142,0

800.287,02 | 8.002,87 0,00 792.284,15 0,00 e 396.142,08 | 396.142,08 | 396.142,08 1.936.033,22
402.084,2

812.291,33 | 8.122,91 0,00 804.168,42 0,00 1 402.084,21 | 402.084,21 | 402.084,21 2.338.117,43
408.115,4

824.475,70 | 8.244,76 0,00 816.230,94 0,00 ; 408.115,47 | 408.115,47 | 408.115,47 2.746.232,90
414.237,2

836.842,83 | 8.368,43 0,00 828.474,41 0,00 o 414.237,20 | 414.237,20 | 414.237,20 3.160.470,10
420.450,7

849.395,48 | 8.493,95 0,00 840.901,52 0,00 . 420.450,76 | 420.450,76 | 420.450,76 3.580.920,86
426.757,5

862.136,41 | 8.621,36 0,00 853.515,04 0,00 5 426.757,52 | 426.757,52 | 426.757,52 4.007.678,39
433.158,8

875.068,45 | 8.750,68 0,00 866.317,77 0,00 5 433.158,89 | 433.158,89 | 433.158,89 4.440.837,27
439.656,2

888.194,48 | 8.881,94 0,00 879.312,54 0,00 ; 439.656,27 | 439.656,27 | 439.656,27 4.880.493,54

15.477.826, | 154.778, 000 | 15323.088, | 4319738, 4.760.231, | 6.243.078,5 | 4.880.493,

58 27 ’ 31 31 a6 a4 54
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Figure 20. Cashflow chart

According to the above table and chart for the cashflow in the case of guaranteed savings ESCO model,
this project has significant potential.

The chart shows that the payoff for the project is in the 7t year and at the end of the 3 durations of the
contracts (10, 15 and 20 years), the project will be with positive balance.

The vertical red lines of the chart show the results in the case of 10, 15 and 20-year contract between
the user and the ESCO. The red horizontal line shows the defined baseline as explained in the
methodology. According to this chart, even though the project has relatively small payback period, and
even though after 10 years the project is positive in financial terms, the profit is significantly below the
determined baseline. That is not the case if the contract length is longer — 15 or 20 years, since the
accumulating cashflow passes the baseline after the 14" year.
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9.6.2 Sensitivity Analysis

Sensitivity analysis
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Figure 21. Sensitivity analysis for the Shared Savings Model

The sensitivity analysis only backs up the promising data from the cashflow calculations. Since the
payment is on the side of the user, it can be noted that the interest rate does not have any influence on
the ESCO side. Also, due to the same reason, increasing the equity capital has negative effect, but only
the extreme cases makes the project pass the determined baseline (100% equity capital).

9.7 ESCO Supplier Model

9.7.1 Input data

This model is completely different compared to the previous models. The input data about the annual
savings is calculated considering the following input data:

ESCO Provider data
Electricity consumption 436961 kWh/yr
Electricity Cost 2857724,94 MKD/yr
Electricity Price 6,54 MKD/kWh
Electricity Savings 102346 MKD/yr
Electricity Consumption Afte 334615 kWh/yr
Electricity Price After Measur, 8,175 MKD/kWh
Electricity Cost After Measure 2735477,625 MKD/yr
Consumer Savings After Mea:s 122247,315 MKD/yr
ESCO Savings After Measures 547095,525 MKD/yr

Figure 22. ESCO as Supplier input data
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9.7.2 Cashflow Calculations

The following table shows the financial data for the period of 20 years, considering the specific model

requirements and indicators.

Table 8. Cashflow

0,00 0(')0 0,00 0,00 0,00 0,00 1.362.585, -1.362.585,00
00
122?47'3 0(')0 122?47'3 122.247,31 547.095,53 6.693,50 540.402,03 431'273'8 108.428,19 -1.254.156,81
124'281'0 0(')0 124'281'0 246.328,34 555.301,96 6.793,90 548.508,06 431'273'8 116.534,22 -1.137.622,58
125'242'2 0(')0 125'242'2 372.270,58 563.631,49 6.895,81 556.735,68 431'273'8 124.761,85 -1.012.860,74
127'331'3 0(')0 127'331'3 500.101,95 572.085,96 6.999,25 565.086,71 431'273'8 133.112,88 -879.747,86
129'148'8 0(')0 129'148'8 629.850,80 580.667,25 7.104,24 | 573.563,01 431'273'8 141.589,18 -738.158,67
131'295’0 0(’)0 131'295’0 761.545,87 589.377,26 7.210,80 582.166,46 431'273’8 150.192,63 -587.966,05
133'270'5 0(')0 133'270'5 895.216,38 598.217,92 7.318,96 590.898,95 431'273'8 158.925,12 -429.040,93
135':75’5 0(’)0 135':75’5 1.030.891,94 607.191,19 7.428,75 599.762,44 431'273’8 167.788,61 -261.252,32
137';10'6 0(')0 137';10'6 1.168.602,63 616.299,05 7.540,18 608.758,87 431'273'8 176.785,04 -84.467,27
139';76’3 0(’)0 139';76’3 1.308.378,99 625.543,54 | 7.653,28 617.890,26 431'273’8 185.916,43 101.449,15
141'(8)73'0 0(')0 141'(8)73'0 1.450.251,99 634.926,69 7.768,08 627.158,61 0,00 627.158,61 728.607,76
144'201'0 0(')0 144'201'0 1.594.253,08 644.450,59 7.884,60 636.565,99 0,00 636.565,99 1.365.173,76
146'161'1 0(')0 146'161'1 1.740.414,19 654.117,35 8.002,87 646.114,48 0,00 646.114,48 2.011.288,24
148'353'5 0(')0 148'353'5 1.888.767,72 663.929,11 8.122,91 655.806,20 0,00 655.806,20 2.667.094,43
150'278'8 0(')0 150'278'8 2.039.346,55 673.888,05 8.244,76 665.643,29 0,00 665.643,29 3.332.737,73
152'?37'5 0(')0 152'?37'5 2.192.184,06 683.996,37 8.368,43 675.627,94 0,00 675.627,94 4.008.365,67
155';30'0 0(')0 155';30'0 2.347.314,14 694.256,31 8.493,95 685.762,36 0,00 685.762,36 4.694.128,03
157';157'0 0(')0 157';157'0 2.504.771,17 704.670,16 8.621,36 696.048,80 0,00 696.048,80 5.390.176,82
159':18’8 0(’)0 159':18’8 2.664.590,05 715.240,21 8.750,68 706.489,53 0,00 706.489,53 6.096.666,35
162'§16'1 0(')0 162'§16'1 2.826.806,22 725.968,81 8.881,94 | 717.086,87 0,00 717.086,87 6.813.753,22
2.826.806, | 0,0 | 2.826.806, 12.650.854 | 154.778, 12.496.076 | 4.319.738, | 6.813.753,
22 0 22 ,79 27 ,53 31 22
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Figure 23. Cashflow chart

According to the above table and chart for the cashflow in the case of ESCO as a supplier model, this
project has the best potential compared to the other models.

The chart shows that the payoff for the project is in the 10" year and at the end of the 3 durations of the
contracts (10, 15 and 20 years), the project will be with positive balance.

The vertical red lines of the chart show the results in the case of 10, 15 and 20-year contract between
the user and the ESCO. The red horizontal line shows the defined baseline as explained in the
methodology.

The profit for the ESCO and the user highly depend on the arranged price of the energy including ESCO
services. The price can be set higher than the one used in this case study, and then the potential of the
project will be more motivating for the ESCO side, since higher prices are also showing positive results
for the user. In order to compare the first two case studies, the presented price was chosen in this case.
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9.7.3 Sensitivity Analysis

Sensitivity Analysis

40% 100%
30% 90%
20% 80%
10%
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Figure 24. Sensitivity analysis for the Shared Savings Model

The sensitivity analysis only backs up the promising data from the cashflow calculations. It can be seen
that the equity capital has slight positive influence when it is ascending, while the interest rate has slight

negative influence. The influence is small and can be ignored.

Only extreme cases of fluctuation of the base price of energy can have significant influence on the
project (cca 35% lower price of energy).

9.8

9.8.1 Cashflow Calculations

Development Finance ESCO Model

The following table shows the financial data for the period of 20 years, considering the specific model

requirements and indicators.

Table 9. Cashflow

0,00 0,00 0,00 0,00 0,00 -1.090.068,00 -1.090.068,00
669.350,00 6.693,50 0,00 662.656,50 345.579,06 463.859,55 198.796,95 118.280,49 -891.271,05
679.390,25 6.793,90 0,00 672.596,35 345.579,06 470.817,44 201.778,90 125.238,38 -689.492,15
689.581,10 6.895,81 0,00 682.685,29 345.579,06 477.879,70 204.805,59 132.300,64 -484.686,56
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699.924,82 6.999,25 0,00 692.925,57 345.579,06 485.047,90 207.877,67 139.468,84 -276.808,89
710.423,69 7.104,24 0,00 703.319,46 345.579,06 492.323,62 210.995,84 146.744,55 -65.813,05
721.080,05 7.210,80 0,00 713.869,25 345.579,06 499.708,47 214.160,77 154.129,41 148.347,72
731.896,25 7.318,96 0,00 724.577,29 345.579,06 507.204,10 217.373,19 161.625,04 365.720,91
742.874,69 7.428,75 0,00 735.445,95 345.579,06 514.812,16 220.633,78 169.233,10 586.354,69
754.017,81 7.540,18 0,00 746.477,63 345.579,06 522.534,34 223.943,29 176.955,28 810.297,98
765.328,08 7.653,28 0,00 757.674,80 345.579,06 530.372,36 227.302,44 184.793,29 1.037.600,42
776.808,00 7.768,08 0,00 769.039,92 384.519,96 384.519,96 384.519,96 1.422.120,38
788.460,12 7.884,60 0,00 780.575,52 390.287,76 390.287,76 390.287,76 1.812.408,14
800.287,02 8.002,87 0,00 792.284,15 396.142,08 396.142,08 396.142,08 2.208.550,22
812.291,33 8.122,91 0,00 804.168,42 402.084,21 402.084,21 402.084,21 2.610.634,43
824.475,70 8.244,76 0,00 816.230,94 408.115,47 408.115,47 408.115,47 3.018.749,90
836.842,83 8.368,43 0,00 828.474,41 414.237,20 414.237,20 414.237,20 3.432.987,10
849.395,48 8.493,95 0,00 840.901,52 420.450,76 420.450,76 420.450,76 3.853.437,86
862.136,41 8.621,36 0,00 853.515,04 426.757,52 426.757,52 426.757,52 4.280.195,39
875.068,45 8.750,68 0,00 866.317,77 433.158,89 433.158,89 433.158,89 4.713.354,27
888.194,48 8.881,94 0,00 879.312,54 439.656,27 439.656,27 439.656,27 5.153.010,54
Tc:ta 15.4778.826,5 154.;78,2 0,00 15.3231.048,3 3.455;790,6 5.153.010,54 5.6245179,1
6.000.000,00
5.000.000,00
4.000.000,00
S’ 3.000.000,00
=
= 2.000.000,00
7
8 1.000.000,00
0,00 p ————
~1.000.000,00 /
-2.000.000,00

Figure 25. Cashflow chart
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According to the above table and chart for the cashflow in the case of development finance ESCO model,
this project has significant potential.

The chart shows that the payoff for the project is in the 6" year and at the end of the 3 durations of the
contracts (10, 15 and 20 years), the project will be with positive balance.
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The conclusions are similar to the ones in the Guaranteed Savings Model (which is taken as a basis for

this model), but with slight improvements of the results as it is shown below.

The vertical red lines of the chart show the results in the case of 10, 15 and 20-year contract between

the user and the ESCO. The red horizontal line shows the defined baseline as explained in the

methodology. According to this chart, even though the project has relatively small payback period, and
even though after 10 years the project is positive in financial terms, the profit is significantly below the
determined baseline. That is not the case if the contract length is longer — 15 or 20 years, since the

accumulating cashflow passes the baseline after the 13" year.

9.8.2 Sensitivity Analysis

Sensitivity analysis
40%
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0%
-10%
-20%
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Figure 26. Sensitivity analysis for the Shared Savings Model

The sensitivity analysis only backs up the promising data from the cashflow calculations. Since the

100%

90%
80%
70%
60%
50%
40%
30%

0,00 2.000.000,00 4.000.000,00 6.000.000,00 8.000.000,00 10.000.000,00

payment is on the side of the user, it can be noted that the interest rate does not have any influence on
the ESCO side. Also, due to the same reason, increasing the equity capital has negative effect, but does

not influence significantly the outcome of the investment.

9.9 Conclusions

The above analysis shows that in this concrete case, all four models can be successfully implemented in

Macedonia.

Still, the most promising case is the Guaranteed Savings ESCO as Supplier model, with slight increase of

the profit from the other three models. Also, the Shared Savings ESCO model has similar results.
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10 Installing Solar Thermal Collectors for multifamily building

10.1 Description of the Measures

The measures include installation of solar thermal collectors for multifamily building — cca 80 flats.

The exiting situation is that the domestic hot water is prepared by individual electric heaters.

10.2 Energy Calculations

The basic energy data is:

Energy consumption before measures: 188354 kWh/yr

Total energy savings:

Energy price — heating energy:

Energy price — electricity

90169 kWh/yr

1.92 MKD/kWh

5.56 MKD/kWh

The heating is using the city’s district heating.

10.3 Profitability Calculations

Name

Total Investment
Annual Savings
Annual O&M Cost
Net Savings
Economic Lifetime
Maximum Pay-Off

DHW
5520000 MKD
501340 MKD
5013,4 MKD
MKD
20 yr
20 yr

Figure 27. Profitability calculations - input data and results

Payback

Pay-off

Internal Rate of Return

Net Present Value

Net Present Value Quotient
Maximum Investment

11,12

6,0%

2428427

0,44

7948427

yr
yr

The profitability calculations show that this project is borderline economically feasible and may be worth
to be considered for financing. Additional analysis in needed. The payback period is relatively long and

the internal rate of return and net present value quotient are not convincing.
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10.4 Cashflow input data

Alternative Name DHW Loan Conditions
EaShﬂ"C"" Per:°d 16::000 K/HKD Loan From Bank 1
quity Capita
Grant 0 mkp Ammount 3864000 MKD
Total Loan 3864000 Mkp  Interest 6%
Annual Savings 501340 MKD  Years 10 yr
Annual O&M 5013,4 MKD  torm 1 month month/yr
Annual ESCO costs 0 MKD .
Net Savings 496326,6 mkp Grace Period 0 month/yr
Inflation Rate 1,5% Total Investment 5520000 MKD

8.  Figure 28. Cashflow input data

10.5 Shared Savings Model

10.5.1 Cashflow Calculations

The following table shows the financial data for the period of 20 years, considering the specific model
requirements and indicators.

Table 10. Cashflow

0,00 0,00 0,00 0,00 0,00 -1.656.000,00 -1.656.000,00
501.340,00 5.013,40 0,00 496.326,60 524.993,79 347.428,62 -177.565,17 -1.833.565,17
508.860,10 5.088,60 0,00 503.771,50 524.993,79 352.640,05 -172.353,74 -2.005.918,91
516.493,00 5.164,93 0,00 511.328,07 524.993,79 357.929,65 -167.064,14 -2.172.983,05
524.240,40 5.242,40 0,00 518.997,99 524.993,79 363.298,59 -161.695,20 -2.334.678,25
532.104,00 5.321,04 0,00 526.782,96 524.993,79 368.748,07 -156.245,72 -2.490.923,96
540.085,56 5.400,86 0,00 534.684,71 524.993,79 374.279,29 -150.714,50 -2.641.638,46
548.186,85 5.481,87 0,00 542.704,98 524.993,79 379.893,48 -145.100,31 -2.786.738,77
556.409,65 5.564,10 0,00 550.845,55 524.993,79 385.591,89 -139.401,90 -2.926.140,67
564.755,79 5.647,56 0,00 559.108,24 524.993,79 391.375,76 -133.618,03 -3.059.758,70
573.227,13 5.732,27 0,00 567.494,86 524.993,79 397.246,40 -127.747,39 -3.187.506,09
581.825,54 5.818,26 0,00 576.007,28 403.205,10 403.205,10 -2.784.300,99
590.552,92 5.905,53 0,00 584.647,39 409.253,17 409.253,17 -2.375.047,82
599.411,21 5.994,11 0,00 593.417,10 415.391,97 415.391,97 -1.959.655,84
608.402,38 6.084,02 0,00 602.318,36 421.622,85 421.622,85 -1.538.032,99
617.528,42 6.175,28 0,00 611.353,13 427.947,19 427.947,19 -1.110.085,80
626.791,34 6.267,91 0,00 620.523,43 434.366,40 434.366,40 -675.719,40
636.193,21 6.361,93 0,00 629.831,28 440.881,90 440.881,90 -234.837,50
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645.736,11

6.457,36

0,00

639.278,75

447.495,13

447.495,13

212.657,63

655.422,15

6.554,22

0,00

648.867,93

454.207,55

454.207,55

666.865,18

665.253,49

6.652,53

0,00

658.600,95

461.020,67

461.020,67

1.127.885,85

Total | 11.592.819,27

115.928,19

0,00

11.476.891,07

5.249.937,91

1.127.885,85

3.000.000,00

2.000.000,00
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Figure 29. Cashflow chart

According to the above table and chart for the cashflow in the case of shared savings ESCO model, this
project has no potential.

The chart shows that the payoff for the project is in the 18" year and at the end of the 3™ duration of
the contracts (20 years), the project will be with positive balance.

The vertical red lines of the chart show the results in the case of 10, 15 and 20-year contract between
the user and the ESCO. The red horizontal line shows the defined baseline as explained in the
methodology. According to this chart, even though the project has relatively long payback period, and
even after 20 years the project is significantly below the determined baseline.

93



10.5.2 Sensitivity Analysis
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Figure 30. Sensitivity analysis for the Shared Savings Model

AEquity Capital [%]

The sensitivity analysis only backs up the data from the cashflow calculations. It can be seen that only in
extreme cases of deviations in the annual savings framework element, the project goes beyond the set
baseline. That case can only be achieved if the technology overperforms and the energy price is
significantly higher (cca 20% from the current price). Similar results can be seen for the equity capital.
Only in the case of 100% equity capital, the profit goes beyond the set baseline, and even that,

unsignificantly.

10.6 Guaranteed Savings Model

10.6.1 Cashflow Calculations

The following table shows the financial data for the period of 20 years, considering the specific model
requirements and indicators.

Table 11. Cashflow

0,00 0,00 0,00 0,00 0,00 1.656.000, -1.656.000,00
00
524.993,7 347.428,6 -
501.340,00 5.013,40 0,00 496.326,60 9 2 177.565,17 148.897,98 148.897,98 -1.507.102,02
524.993,7 352.640,0 -
508.860,10 5.088,60 0,00 503.771,50 9 5 172.353,74 151.131,45 151.131,45 -1.355.970,57
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Tot

524.993,7 357.929,6 -
516.493,00 5.164,93 0,00 511.328,07 9 5 167.064,14 153.398,42 153.398,42 -1.202.572,15
524.993,7 363.298,5 -
524.240,40 5.242,40 0,00 518.997,99 9 9 161.695,20 155.699,40 155.699,40 -1.046.872,75
524.993,7 368.748,0 -
532.104,00 5.321,04 0,00 526.782,96 9 7 156.245,72 158.034,89 158.034,89 -888.837,86
524.993,7 374.279,2 -
540.085,56 5.400,86 0,00 534.684,71 9 9 150.714,50 160.405,41 160.405,41 -728.432,45
524.993,7 379.893,4 -
548.186,85 5.481,87 0,00 542.704,98 9 3 145.100,31 162.811,49 162.811,49 -565.620,96
524.993,7 385.591,8 -
556.409,65 5.564,10 0,00 550.845,55 9 9 139.401,90 165.253,67 165.253,67 -400.367,29
524.993,7 391.375,7 -
564.755,79 5.647,56 0,00 559.108,24 9 6 133.618,03 167.732,47 167.732,47 -232.634,82
524.993,7 397.246,4 -
573.227,13 5.732,27 0,00 567.494,86 9 0 127.747,39 170.248,46 170.248,46 -62.386,36
288.003,6
581.825,54 5.818,26 0,00 576.007,28 0,00 4 288.003,64 288.003,64 288.003,64 225.617,28
292.323,7
590.552,92 5.905,53 0,00 584.647,39 0,00 0 292.323,70 292.323,70 292.323,70 517.940,97
296.708,5
599.411,21 5.994,11 0,00 593.417,10 0,00 5 296.708,55 296.708,55 296.708,55 814.649,52
301.159,1
608.402,38 6.084,02 0,00 602.318,36 0,00 3 301.159,18 301.159,18 301.159,18 1.115.808,70
305.676,5
617.528,42 6.175,28 0,00 611.353,13 0,00 7 305.676,57 305.676,57 305.676,57 1.421.485,27
310.261,7
626.791,34 6.267,91 0,00 620.523,43 0,00 2 310.261,72 310.261,72 310.261,72 1.731.746,99
314.915,6
636.193,21 6.361,93 0,00 629.831,28 0,00 2 314.915,64 314.915,64 314.915,64 2.046.662,63
319.639,3
645.736,11 6.457,36 0,00 639.278,75 0,00 3 319.639,38 319.639,38 319.639,38 2.366.302,00
324.433,9
655.422,15 6.554,22 0,00 648.867,93 0,00 7 324.433,97 324.433,97 324.433,97 2.690.735,97
329.300,4
665.253,49 6.652,53 0,00 658.600,95 0,00 3 329.300,48 329.300,48 329.300,48 3.020.036,45
11.592.819, | 115.928, 0.00 11.476.891, | 5.249.937, 1.550.916,7 | 4.676.036,4 3.020.036,
27 19 ’ 07 91 2 5 45
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Figure 31. Cashflow chart

According to the above table and chart for the cashflow in the case of guaranteed savings ESCO model,
this project has potential but only in long term contracts.

The chart shows that the payoff for the project is in the 11" year and at the end of the last 2 durations
of the contracts (15 and 20 years), the project will be with positive balance.

The vertical red lines of the chart show the results in the case of 10, 15 and 20-year contract between
the user and the ESCO. The red horizontal line shows the defined baseline as explained in the
methodology. According to this chart, even though the project has relatively long payback period, and
even though after 15 years the project is positive in financial terms, the profit is significantly below the
determined baseline. That is not the case if the contract length is longer —20 years, since the
accumulating cashflow passes the baseline after the 17" year.

10.6.2 Sensitivity Analysis
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Sensitivity analysis
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Figure 32. Sensitivity analysis for the Shared Savings Model

The sensitivity analysis only backs up the data from the cashflow calculations. Since the payment is on
the side of the user, it can be noted that the interest rate does not have any influence on the ESCO side.
Also, due to the same reason, increasing the equity capital has negative effect, but only the basis cases
makes the project acceptable (40% equity capital).

10.7 ESCO Supplier Model

10.7.1 Input data

This model is completely different compared to the previous models. The input data about the annual
savings is calculated considering the following input data:

ESCO Provider data
Electricity consumption 188354 kWh/yr
Electricity Cost 1047248,24 MKD/yr
Electricity Price 5,56 MKD/kWh
Electricity Savings 90169 MKD/yr
Electricity Consumption After 98185 kWh/yr
Electricity Price After Measur 10,008 MKD/kWh
Electricity Cost After Measure 982635,48 MKD/yr
Consumer Savings After Meas 64612,76 MKD/yr
ESCO Savings After Measures 436726,88 MKD/yr

Figure 33. ESCO as Supplier input data
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10.7.2 Cashflow Calculations

The following table shows the financial data for the period of 20 years, considering the specific model

requirements and indicators.

Table 12. Cashflow

Tot
al

0,00 0(')0 0,00 0,00 0,00 0,00 1.656.000, -1.656.000,00
00
64.612,76 0(')0 64.612,76 64.612,76 436.726,88 5.013,40 431';13'4 524'393'7 -93.280,31 -1.749.280,31
65.581,95 0(’)0 65.581,95 130.194,71 443.277,78 5.088,60 438';89’1 524'393’7 -86.804,61 -1.836.084,92
66.565,68 0(')0 66.565,68 196.760,39 449.926,95 5.164,93 444';62'0 524'393'7 -80.231,77 -1.916.316,69
67.564,17 0(')0 67.564,17 264.324,56 456.675,85 5.242,40 451':33'4 524'393'7 -73.560,34 -1.989.877,03
68.577,63 0(')0 68.577,63 332.902,19 463.525,99 5.321,04 458'§04'9 524'393'7 -66.788,84 -2.056.665,87
69.606,29 0(')0 69.606,29 402.508,48 470.478,88 5.400,86 465'278'0 524'393'7 -59.915,76 -2.116.581,63
70.650,39 0(')0 70.650,39 473.158,87 477.536,07 5.481,87 472'854'2 524'393'7 -52.939,59 -2.169.521,23
71.710,14 0(')0 71.710,14 544.869,01 484.699,11 5.564,10 479'135'0 524'393'7 -45.858,78 -2.215.380,01
72.785,80 0(')0 72.785,80 617.654,80 491.969,59 5.647,56 486'222'0 524'293'7 -38.671,76 -2.254.051,76
73.877,58 0(')0 73.877,58 691.532,39 499.349,14 5.732,27 493'316'8 524'393'7 -31.376,93 -2.285.428,69
74.985,75 0(')0 74.985,75 766.518,13 506.839,37 5.818,26 501'221'1 0,00 501.021,12 -1.784.407,57
76.110,53 0(')0 76.110,53 842.628,66 514.441,96 5.905,53 508'236'4 0,00 508.536,44 -1.275.871,14
77.252,19 0(’)0 77.252,19 919.880,85 522.158,59 5.994,11 516';64’4 0,00 516.164,48 -759.706,65
78.410,97 0(')0 78.410,97 998.291,83 529.990,97 6.084,02 523'206'9 0,00 523.906,95 -235.799,71
79.587,14 0(’)0 79.587,14 1.077.878,96 537.940,84 6.175,28 531';65’5 0,00 531.765,55 295.965,85
80.780,94 0(')0 80.780,94 1.158.659,91 546.009,95 6.267,91 539"7‘42'0 0,00 539.742,04 835.707,88
81.992,66 0(')0 81.992,66 1.240.652,57 554.200,10 6.361,93 547'338'1 0,00 547.838,17 1.383.546,05
83.222,55 0(')0 83.222,55 1.323.875,12 562.513,10 6.457,36 556'255'7 0,00 556.055,74 1.939.601,79
84.470,89 0(')0 84.470,89 1.408.346,00 570.950,80 6.554,22 564'396'5 0,00 564.396,58 2.503.998,37
85.737,95 0(')0 85.737,95 1.494.083,95 579.515,06 6.652,53 572'262'5 0,00 572.862,52 3.076.860,89
1.494.083, 0,0 1.494.083, 10.098.726 115.928, | 9.982.798, | 5.249.937, 3.076.860,
95 0 95 ,99 19 80 91 89
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Figure 34. Cashflow chart

The chart shows that the payoff for the project is in the 15" year and at the end of the 3 longest
durations of the contracts (20 years), the project will be with positive balance.

The vertical red lines of the chart show the results in the case of 10, 15 and 20-year contract between
the user and the ESCO. The red horizontal line shows the defined baseline as explained in the
methodology.

The figure shows that only in the case of 20 year contract the project has promising results. All other
considered durations of the contract are not convincing.
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10.7.3 Sensitivity Analysis

Sensitivity Analysis

40% 100%
30% 90%
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Figure 35. Sensitivity analysis for the Shared Savings Model

The sensitivity analysis only backs up the promising data from the cashflow calculations. It can be seen
that the equity capital has slight positive influence when it is ascending, while the interest rate has slight
negative influence. The influence is small and can be ignored.

Also, the sensitivity analysys shows that the project is not feasible mainly because of the annual savings.
Also, it can be noticed that if the prices are higher in near future, this project can be considered for the
ESCO.

10.8 Development Finance ESCO Model

10.8.1 Cashflow Calculations

The following table shows the financial data for the period of 20 years, considering the specific model
requirements and indicators.

Table 13. Cashflow

0,00 0,00 0,00 0,00 0,00 -1.324.800,00 -1.324.800,00
501.340,00 5.013,40 0,00 496.326,60 419.995,03 347.428,62 148.897,98 -72.566,41 -1.175.902,02
508.860,10 5.088,60 0,00 503.771,50 419.995,03 352.640,05 151.131,45 -67.354,98 -1.024.770,57
516.493,00 5.164,93 0,00 511.328,07 419.995,03 357.929,65 153.398,42 -62.065,38 -871.372,15
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524.240,40 5.242,40 0,00 518.997,99 419.995,03 363.298,59 155.699,40 -56.696,44 -715.672,75
532.104,00 5.321,04 0,00 526.782,96 419.995,03 368.748,07 158.034,89 -51.246,96 -557.637,86
540.085,56 5.400,86 0,00 534.684,71 419.995,03 374.279,29 160.405,41 -45.715,74 -397.232,45
548.186,85 5.481,87 0,00 542.704,98 419.995,03 379.893,48 162.811,49 -40.101,55 -234.420,96
556.409,65 5.564,10 0,00 550.845,55 419.995,03 385.591,89 165.253,67 -34.403,15 -69.167,29
564.755,79 5.647,56 0,00 559.108,24 419.995,03 391.375,76 167.732,47 -28.619,27 98.565,18
573.227,13 5.732,27 0,00 567.494,86 419.995,03 397.246,40 170.248,46 -22.748,63 268.813,64
581.825,54 5.818,26 0,00 576.007,28 288.003,64 288.003,64 288.003,64 556.817,28
590.552,92 5.905,53 0,00 584.647,39 292.323,70 292.323,70 292.323,70 849.140,97
599.411,21 5.994,11 0,00 593.417,10 296.708,55 296.708,55 296.708,55 1.145.849,52
608.402,38 6.084,02 0,00 602.318,36 301.159,18 301.159,18 301.159,18 1.447.008,70
617.528,42 6.175,28 0,00 611.353,13 305.676,57 305.676,57 305.676,57 1.752.685,27
626.791,34 6.267,91 0,00 620.523,43 310.261,72 310.261,72 310.261,72 2.062.946,99
636.193,21 6.361,93 0,00 629.831,28 314.915,64 314.915,64 314.915,64 2.377.862,63
645.736,11 6.457,36 0,00 639.278,75 319.639,38 319.639,38 319.639,38 2.697.502,00
655.422,15 6.554,22 0,00 648.867,93 324.433,97 324.433,97 324.433,97 3.021.935,97
665.253,49 6.652,53 0,00 658.600,95 329.300,48 329.300,48 329.300,48 3.351.236,45
Tolta 11.5927.819,2 115.328,1 0,00 11.4767.891,0 4.1995950,3 3.351.236,45 2.600(.,904,3
4.000.000,00
3.000.000,00
— 2.000.000,00
2 z
g 1.000.000,00 //
ﬂ I S E— ‘
: fr—————
O 0,00 ¢
-1.000.000,00
-2.000.000,00

Figure 36. Cashflow chart
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According to the above table and chart for the cashflow in the case of development finance ESCO model,
this project has similar potential as the previously considered models.

The chart shows that the payoff for the project is in the 9" year and at the end of the 2 durations of the
contracts (15 and 20 years), the project will be with positive balance.
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The conclusions are similar to the ones in the Guaranteed Savings Model (which is taken as a basis for
this model), but with slight improvements of the results as it is shown below.

The vertical red lines of the chart show the results in the case of 10, 15 and 20-year contract between
the user and the ESCO. The red horizontal line shows the defined baseline as explained in the
methodology. According to this chart, even though the project has relatively small payback period, and
even though after 15 years the project is positive in financial terms, the profit is slightly below the
determined baseline. That is not the case if the contract length is longer —20 years, since the
accumulating cashflow passes the baseline after the 17 year.

10.8.2 Sensitivity Analysis

Sensitivity analysis

_40% — 100%
§ 30% 90%
(%]

g 20% 80%
2 10%

c ° 70%
< 0%
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& _10%

> -20% 50%
2 40%
= -30% 6
('30 (]

< -40% —l 30%
! 0,00  1.000.000,02.000.000,083.000.000,06+.000.000,06.000.000,0.000.000,00

Profit [MKD]

—@— Baseline Annual Savings Interest Equity Capital
4.1.3.

Figure 37. Sensitivity analysis for the Shared Savings Model
The sensitivity analysis only backs up the data from the cashflow calculations. Since the payment is on
the side of the user, it can be noted that the interest rate does not have any influence on the ESCO side.

Also, due to the same reason, increasing the equity capital has negative effect, but does not influence
significantly the outcome of the investment until 70% equity capital.

10.9 Conclusions

The above analysis shows that in this concrete case, all four models can be successfully implemented in
Macedonia if longer contracts are used.

Still, the most promising case is the Development finance ESCO model, with slight increase of the profit
from the other three models. Also, the price of the energy is crucial factor for the conclusion for the
length of the contracts.
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11 Change of fuel in industry

11.1 Description of the Measures

The measure includes change of fuel for preparation of steam. The existing system is using light fuel oil,
and the new system will be using natural gas.

It should be mentioned that this measures (and large number of similar systems) can change the fuel
with minor renovation, like installment of gas ramp, in the current case. The investment is small and the

financial gains are large, which makes these cases desirable for ESCOs and other investors.

11.2 Energy Calculations

The basic energy data is:

Energy consumption before measures:

Total energy savings:
Financial savings:

Energy price — light fuel oil:

0 kWh/yr

1162712 kWh/yr

2255000 MKD/yr

34 MKD/I

11.3 Profitability Calculations

Name

Total Investment
Annual Savings
Annual O&M Cost
Net Savings
Economic Lifetime
Maximum Pay-Off

Industry - Fuel change
Oil to Gas

246000

2255000

4920

17

20

MKD
MKD
MKD
MKD
yr
yr

Payback

Pay-off

Internal Rate of Return

Net Present Value

Net Present Value Quotient
Maximum Investment

Figure 38. Profitability calculations - input data and results

0.11

914.7%

31336805

127.39

36033928

yr
yr

The profitability calculations show that this project is extremely economically feasible because of the
small investment and significant savings. The payback period is short and the internal rate of return and

net present value quotient are extremely convincing.
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11.4 Cashflow input data

Alternative Name
Cashflow Period
Equity Capital
Grant

Total Loan

Annual Savings
Annual O&M
Annual ESCO costs
Net Savings
Inflation Rate

Industry - Fuel change
Oil to Gas

20 yr
73800 MKD
0 MKD
172200 MKD
2255000 MKD
4920 MKD
0 MKD
2250080 MKD

1.5%

11.5 Shared Savings Model

11.5.1 Cashflow Calculations

Loan Conditions

Loan From
Ammount
Interest

Years

Term

Grace Period
Total Investment

Bank 1
172200 MKD
6%
10 yr
1 month month/yr
0 month/yr
246000 MKD

9.  Figure 39. Cashflow input data

The following table shows the financial data for the period of 20 years, considering the specific model

requirements and indicators.

Table 14. Cashflow

0.00 0.00 0.00 0.00 0.00 -73,800.00 -73,800.00
2,255,000.00 4,920.00 0.00 2,250,080.00 23,396.46 1,575,056.00 1,551,659.54 1,477,859.54
2,288,825.00 4,993.80 0.00 2,283,831.20 23,396.46 1,598,681.84 1,575,285.38 3,053,144.92
2,323,157.38 5,068.71 0.00 2,318,088.67 23,396.46 1,622,662.07 1,599,265.61 4,652,410.52
2,358,004.74 5,144.74 0.00 2,352,860.00 23,396.46 1,647,002.00 1,623,605.54 6,276,016.06
2,393,374.81 5,221.91 0.00 2,388,152.90 23,396.46 1,671,707.03 1,648,310.57 7,924,326.62
2,429,275.43 5,300.24 0.00 2,423,975.19 23,396.46 1,696,782.63 1,673,386.17 9,597,712.79
2,465,714.56 5,379.74 0.00 2,460,334.82 23,396.46 1,722,234.37 1,698,837.91 11,296,550.71
2,502,700.28 5,460.44 0.00 2,497,239.84 23,396.46 1,748,067.89 1,724,671.43 13,021,222.13
2,540,240.78 5,542.34 0.00 2,534,698.44 23,396.46 1,774,288.91 1,750,892.45 14,772,114.58
2,578,344.39 5,625.48 0.00 2,572,718.92 23,396.46 1,800,903.24 1,777,506.78 16,549,621.36
2,617,019.56 5,709.86 0.00 2,611,309.70 1,827,916.79 1,827,916.79 18,377,538.15
2,656,274.85 5,795.51 0.00 2,650,479.35 1,855,335.54 1,855,335.54 20,232,873.69
2,696,118.98 5,882.44 0.00 2,690,236.54 1,883,165.57 1,883,165.57 22,116,039.26
2,736,560.76 5,970.68 0.00 2,730,590.08 1,911,413.06 1,911,413.06 24,027,452.32
2,777,609.17 6,060.24 0.00 2,771,548.93 1,940,084.25 1,940,084.25 25,967,536.57
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2,819,273.31

6,151.14

0.00

2,813,122.17

1,969,185.52

1,969,185.52

27,936,722.09

2,861,562.41

6,243.41

0.00

2,855,319.00

1,998,723.30

1,998,723.30

29,935,445.39

2,904,485.85

6,337.06

0.00

2,898,148.79

2,028,704.15

2,028,704.15

31,964,149.54

2,948,053.13

6,432.12

0.00

2,941,621.02

2,059,134.71

2,059,134.71

34,023,284.26

2,992,273.93

6,528.60

0.00

2,985,745.33

2,090,021.73

2,090,021.73

36,113,305.99

Total | 52,143,869.32

113,768.44

0.00

52,030,100.88

233,964.62

36,113,305.99

40,000,000.00

35,000,000.00

30,000,000.00

25,000,000.00

20,000,000.00

15,000,000.00

Costs [MKD]

10,000,000.00

5,000,000.00

0.00

-5,000,000.00

e Accumulationg cashflow

Figure 40. Cashflow chart

== Shared Savings
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e N et Cashflow

17 18
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According to the above table and chart for the cashflow in the case of shared savings ESCO model, this
project has significant potential.

The chart shows that the payoff for the project is in the 1™ year and at the end of the 3™ duration of the
contracts (20 years), the project will be with positive balance and above the set baseline.

The vertical red lines of the chart show the results in the case of 10, 15 and 20-year contract between
the user and the ESCO. The red horizontal line shows the defined baseline as explained in the

methodology.
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11.5.2 Sensitivity Analysis

AAnnual Savings, Alnterest [%}

40%
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Figure 41. Sensitivity analysis for the Shared Savings Model

The sensitivity analysis only backs up the data from the cashflow calculations. It can be seen that in any
case, the project is not going behind the set baseline.

11.6 Guaranteed Savings Model

11.6.1 Cashflow Calculations

The following table shows the financial data for the period of 20 years, considering the specific model
requirements and indicators.

Table 15. Cashflow

0.00 0.00 0.00 0.00 0.00 -73,800.00 -73,800.00
2'2556000'0 4,920.00 0.00 2'2506080'0 23'3696'4 1'5736056' 1'551;‘659'5 675,024.00 675,024.00 601,224.00
2,288(,)825.0 4,993.80 0.00 2,283(,]831.2 23,3696.4 1,59;,1681. 1,575{,3285.3 685,149.36 685,149.36 1,286,373.36
2,323é157.3 5,068.71 0.00 2,3185088‘6 23,3696.4 1,623;662. 1,599,1265‘6 695,426.60 695,426.60 1,981,799.96
2'358;1004'7 5,144.74 0.00 2'3526860'0 23'3696'4 1'6456002' 1'6234'1605'5 705,858.00 705,858.00 2,687,657.96
2,3933-374.8 5,221.91 0.00 2,388(,]152.9 23,3696.4 1,67(2][3,;707. 1,648;310.5 716,445.87 716,445.87 3,404,103.83
2,4293,;275.4 5,300.24 0.00 2,4235,;975.1 23,3696.4 1,69:3,;782. 1,673;386.1 727,192.56 727,192.56 4,131,296.39
2,465é714.5 5,379.74 0.00 2’460534‘8 23,3696.4 1,72:;234. 1,698,1837‘9 738,100.45 738,100.45 4,869,396.83
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2’502{3700'2 546044 | 0.00 2,497[,1239.8 23,3:6.4 1,74:5067. 1,724:,),671.4 74917195 | 74317195 5,618,568.78
2,54oé24o.7 554234 | 0,00 2,534‘,1698.4 23,3696.4 1,7733-288. 1,750;392.4 760,40953 | 760,409.53 6,378,978.32
z,s7sé344.3 562548 | 0.00 2,572;18.9 23,3696.4 1,80;);1903. 1,777{,;506.7 77181567 | 771,815.67 7.150,793.99
26170195 | ooae | 000 | 26113097 [ (o 1,305,654. | 1,305,654.8 | 1,305654.8 | 1,305,654.8 8,456,448.84
6 0 85 5 5 5
26562748 | ooc o | go0 | 2604793 | g0 1,325239. | 1,325,239.6 | 1,325239.6 | 1,325,239.6 9,781,688.51
5 5 67 7 7 7
26961189 [ o000 | go0 | 26902365 | (o 1,345,118, | 1,345,1182 | 1,3451182 | 1,345,118.2 11,126,806.78
8 4 27 7 7 7
27365607 [ or0 o | oo0 | 27395900 [ oo 1,365,295, | 1,365,295.0 | 1,365295.0 | 1,365,295.0 12,492,101.82
6 8 04 4 4 4
27776091 [ ocoon | 000 | 27755489 | oo 1,385,774. | 1,385,774.4 | 1,385,774.4 | 1,385,774.4 13,877,876.29
7 3 47 7 7 7
28192733 | o1 | o0 | 28131221 [ g 1,406,561. | 1,406,561.0 | 1,406,561.0 | 1,406,561.0 15,284,437.37
1 7 08 8 8 8
28615624 | oo | oo0 | 2853190 | ggo 1,427,659, | 1,427,659.5 | 1,427,659.5 | 1,427,659.5 16,712,096.88
1 0 50 0 0 0
29044858 | o oc | 000 | 28981487 [ (o 1,449,074, | 1,449,074.3 | 1,449,074.3 | 1,449,074.3 1816117127
5 9 39 9 9 9
29480531 [ 100y | goo | 29446210 [ o0 1,470,810. | 1,470,810.5 | 1,470,810.5 | 1,470,810.5 19,631 98178
3 2 51 1 1 1
29922739 [ oo | g00 | 29857453 | ggo 1,492,872, | 1,492,872.6 | 1,492,872.6 | 1,492,872.6 2112485444
3 3 67 7 7 7
Tot | 52,143,869 | 113,768. | = | 52,030,100 | 233,964. 30,597,481 | 21,198,654. | 21,124,854
al 32 44 : .88 62 81 44 44

Costs [MKD]

25,000,000.00

20,000,000.00

15,000,000.00

10,000,000.00

5,000,000.00

0.00

-5,000,000.00

e Net Savings

Figure 42. Cashflow chart
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According to the above table and chart for the cashflow in the case of guaranteed savings ESCO model,
this project has significant potential for all lengths of contracts.

The chart shows that the payoff for the project is in the 1'" year and at the end of all durations of the
contracts (10, 15 and 20 years), the project will be with positive balance.

The vertical red lines of the chart show the results in the case of 10, 15 and 20-year contract between
the user and the ESCO. The red horizontal line shows the defined baseline as explained in the
methodology. According to this chart the project has short payback period, and all cases are significantly

above the determined baseline.
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11.6.2 Sensitivity Analysis

Sensitivity analysis
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Figure 43. Sensitivity analysis for the Shared Savings Model

The sensitivity analysis only backs up the data from the cashflow calculations. It can be seen that in any
case, the project is not going behind the set baseline.

11.7 ESCO Supplier Model

This model was not considered in this case as it is not applicable.

11.8 Development Finance ESCO Model

11.8.1 Cashflow Calculations

The following table shows the financial data for the period of 20 years, considering the specific model
requirements and indicators.

Table 16. Cashflow

0.00 0.00 0.00 0.00 0.00 -59,040.00 -59,040.00
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Tota

1,575,056.0

2,255,000.00 4,920.00 0.00 2,250,080.00 18,717.17 0 675,024.00 1,556,338.83 615,984.00
1,598,681.8

2,288,825.00 4,993.80 0.00 2,283,831.20 18,717.17 4 685,149.36 1,579,964.67 1,301,133.36
1,622,662.0

2,323,157.38 5,068.71 0.00 2,318,088.67 18,717.17 7 695,426.60 1,603,944.90 1,996,559.96
1,647,002.0

2,358,004.74 5,144.74 0.00 2,352,860.00 18,717.17 0 705,858.00 1,628,284.83 2,702,417.96
1,671,707.0

2,393,374.81 5,221.91 0.00 2,388,152.90 18,717.17 3 716,445.87 1,652,989.86 3,418,863.83
1,696,782.6

2,429,275.43 5,300.24 0.00 2,423,975.19 18,717.17 3 727,192.56 1,678,065.46 4,146,056.39
1,722,234.3

2,465,714.56 5,379.74 0.00 2,460,334.82 18,717.17 7 738,100.45 1,703,517.20 4,884,156.83
1,748,067.8

2,502,700.28 5,460.44 0.00 2,497,239.84 18,717.17 9 749,171.95 1,729,350.72 5,633,328.78
1,774,288.9

2,540,240.78 5,542.34 0.00 2,534,698.44 18,717.17 1 760,409.53 1,755,571.74 6,393,738.32
1,800,903.2

2,578,344.39 5,625.48 0.00 2,572,718.92 18,717.17 4 771,815.67 1,782,186.07 7,165,553.99

2,617,019.56 5,709.86 0.00 2,611,309.70 1'3055654'8 1,305,654.85 1,305,654.85 8,471,208.84

2,656,274.85 5,795.51 0.00 2,650,479.35 1'325;239'6 1,325,239.67 1,325,239.67 9,796,448.51

2,696,118.98 5,882.44 0.00 2,690,236.54 1'345;118'2 1,345,118.27 1,345,118.27 11,141,566.78

2,736,560.76 5,970.68 0.00 2,730,590.08 1’365A295'0 1,365,295.04 1,365,295.04 12,506,861.82

2,777,609.17 6,060.24 0.00 2,771,548.93 1'385;774'4 1,385,774.47 1,385,774.47 13,892,636.29

2,819,273.31 6,151.14 0.00 2,813,122.17 1'406é561'0 1,406,561.08 1,406,561.08 15,299,197.37

2,861,562.41 6,243.41 0.00 2,855,319.00 1'4276659'5 1,427,659.50 1,427,659.50 16,726,856.88

2,904,485.85 6,337.06 0.00 2,898,148.79 1'4495')074'3 1,449,074.39 1,449,074.39 18,175,931.27

2,948,053.13 6,432.12 0.00 2,941,621.02 1'4703_810'5 1,470,810.51 1,470,810.51 19,646,741.78

2,992,273.93 6,528.60 0.00 2,985,745.33 1'492;872'6 1,492,872.67 1,492,872.67 21,139,614.44

52,143,869.3 113,768.4 52,030,100.8 187,171.7 21,139,614.4 30,644,274.7

2 4 0.00 8 0 4 3
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Figure 44. Cashflow chart

According to the above table and chart for the cashflow in the case of development finance ESCO model,
this project has similar potential as the previously considered models.

The chart shows that the payoff for the project is in the 1" year and at the end of the 3 durations of the
contracts (10, 15 and 20 years), the project will be with positive balance.

The conclusions are similar to the ones in the Guaranteed Savings Model (which is taken as a basis for
this model), but with slight improvements of the results as it is shown below.

The vertical red lines of the chart show the results in the case of 10, 15 and 20-year contract between
the user and the ESCO. The red horizontal line shows the defined baseline as explained in the
methodology.
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11.8.2 Sensitivity Analysis

Sensitivity analysis

__ 40% 100%
X o

= 30% 90%
D0

g 20% 80%
2 10%

c ° 70%
< 0%

a 60%
® _10% ’
JE’ 20% 50%
T -30% 40%
35

€ -40% 30%
p! 0.00 5,000,0001W000,00A.BM00,00@0MO0,00@BMO0,00B0MO0,00@BMO0,000.00

Profit [MKD]

—@—Baseline  —@— Annual Savings Interest Equity Capital

Figure 45. Sensitivity analysis for the Shared Savings Model

The sensitivity analysis only backs up the data from the cashflow calculations. It can be seen that in any
case, the project is not going behind the set baseline.

11.9 Conclusions

The above analysis shows that in this concrete case, all four models can be successfully implemented in
Macedonia for all contract lengths. Since the benefits are significant, and the motivation of the user to
engage with ESCO small, the smaller lengths of the contracts are more preferable.
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12 Public Lighting — Installing of Sodium Lighting

12.1 Description of the Measures

The measure includes change of the incandescent bulbs in the public lighting of one municipality with
sodium lightings. A total of 6700 lighting fixtures needs to be replaced.

Important parameter is that the analysis includes longer contracts than the lifetime of the bulbs. Th

bulbs needs to be replaced on the 6™, 11™" and the 16" year. The analysis assumes that only the initial

investment will be made through loan, and the next investments can be implemented through the

savings. Shorter period is also considered in the analysis.

12.2 Energy Calculations

The basic energy data is:

Energy consumption before measures: 4501518 kWh/yr

Total energy savings:
Financial savings:

Energy price — electricity:

12.3 Profitability Calculations

Name

Total Investment
Annual Savings
Annual O&M Cost
Net Savings
Economic Lifetime
Maximum Pay-Off

The profitability calculations show that this project is extremely economically feasible because of the

1767789 kWh/yr

20562831 MKD/yr

8 MKD/kWh
Publiclighting Payback
45004000 MKD Pav-off
20562831 MKD ay-o
205628 31 MKD Internal Rate of Return
mkp NetPresent Value
5 yr Net Present Value Quotient
20 yr Maximum Investment

Figure 46. Profitability calculations - input data and results

2,21

28,8%

50348189

1,12

326010624

yr
yr

small investment and significant savings. The payback period is short and the internal rate of return and
net present value quotient are extremely convincing. Still, further analysis needs to be done, since the
investment is recurring on short period of time.
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12.4 Cashflow input data

Alternative Name
Cashflow Period
Equity Capital
Grant

Total Loan

Annual Savings
Annual O&M
Annual ESCO costs
Net Savings
Inflation Rate

Publiclighting

20

13501200

0

31502800

20562831

205628,31

0

20357202,69

1,5%

12.5 Shared Savings Model

12.5.1 Cashflow Calculations

yr

MKD Loan Conditions

MKD Loan From Bank 1

MKD Ammount 31502800 MKD

MKD Interest 6%

MKD Years 5 yr

MKD Term 1 month month/yr

MKD Grace Period 0 month/yr
Total Investment 45004000 MKD

10. Figure 47. Cashflow input data

The following table shows the financial data for the period of 20 years, considering the specific model
requirements and indicators.

Table 17. Cashflow

0,00 0,00 0,00 0,00 0,00 -13.501.200,00 -13.501.200,00
20.562.831,00 205.628,31 0,00 20.357.202,69 7.478.651,32 14.250.041,88 6.771.390,56 -6.729.809,44
20.871.273,47 208.712,73 0,00 20.662.560,73 7.478.651,32 14.463.792,51 6.985.141,19 255.331,75
21.184.342,57 211.843,43 0,00 20.972.499,14 7.478.651,32 14.680.749,40 7.202.098,08 7.457.429,82
21.502.107,71 215.021,08 0,00 21.287.086,63 7.478.651,32 14.900.960,64 7.422.309,32 14.879.739,14
21.824.639,32 218.246,39 0,00 21.606.392,93 7.478.651,32 15.124.475,05 7.645.823,73 22.525.562,87
22.152.008,91 221.520,09 0,00 21.930.488,82 15.351.342,18 -29.652.657,82 -7.127.094,96
22.484.289,04 224.842,89 0,00 22.259.446,15 15.581.612,31 15.581.612,31 8.454.517,35
22.821.553,38 228.215,53 0,00 22.593.337,85 15.815.336,49 15.815.336,49 24.269.853,84
23.163.876,68 231.638,77 0,00 22.932.237,91 16.052.566,54 16.052.566,54 40.322.420,38
23.511.334,83 235.113,35 0,00 23.276.221,48 16.293.355,04 16.293.355,04 56.615.775,42
23.864.004,85 238.640,05 0,00 23.625.364,81 16.537.755,36 -28.466.244,64 28.149.530,78
24.221.964,93 242.219,65 0,00 23.979.745,28 16.785.821,69 16.785.821,69 44.935.352,48
24.585.294,40 245.852,94 0,00 24.339.441,46 17.037.609,02 17.037.609,02 61.972.961,50
24.954.073,82 249.540,74 0,00 24.704.533,08 17.293.173,15 17.293.173,15 79.266.134,65
25.328.384,92 253.283,85 0,00 25.075.101,07 17.552.570,75 17.552.570,75 96.818.705,40
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25.708.310,70 257.083,11 0,00 25.451.227,59 17.815.859,31 -27.188.140,69 69.630.564,72
26.093.935,36 260.939,35 0,00 25.832.996,00 18.083.097,20 18.083.097,20 87.713.661,92
26.485.344,39 264.853,44 0,00 26.220.490,94 18.354.343,66 18.354.343,66 106.068.005,58
26.882.624,55 268.826,25 0,00 26.613.798,31 18.629.658,82 18.629.658,82 124.697.664,40
27.285.863,92 272.858,64 0,00 27.013.005,28 18.909.103,70 18.909.103,70 143.606.768,09
475.488.058,7 4.754.880,5 470.733.178,1 37.393.256,6 143.606.768,0

5 9 0.00 6 2 9

Total

160.000.000,00

140.000.000,00

120.000.000,00

100.000.000,00

80.000.000,00

60.000.000,00

Costs [MKD]

40.000.000,00

20.000.000,00 l{\
0,00 V

-20.000.000,00

-40.000.000,00

Figure 48. Cashflow chart

e Accumulationg cashflow

e Shared Savings

10 11 12 13

Year

14 15 16

Loan  emmmmNet Cashflow

o

17 18 19 20

According to the above table and chart for the cashflow in the case of shared savings ESCO model, this

project has significant potential.

The chart shows that the payoff for the project is in the 3'" year and at the end of the 3 duration of the
contracts (10, 15 and 20 years), the project will be with positive balance and above the set baseline.

The vertical red lines of the chart show the results in the case of 10, 15 and 20-year contract between
the user and the ESCO. The red horizontal line shows the defined baseline as explained in the
methodology. Even after 5 years, the project is above the baseline.

The conclusion is that the project is above the baseline in all three cases and that the assumption about
the recurring investment (all after the first can be paid from the profit instead of loan) is true.
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12.5.2 Sensitivity Analysis

AAnnual Savings, Alnterest [%}

40%
30%
20%
10%

0%

-10%
-20%
-30%
-40%

0,00

—@— Baseline

Sensitivity analysis

80.000.000,00

160.000.000,00
Profit [MKD]

—@— Annual Savings

—@— Interest

240.000.000,00

Figure 49. Sensitivity analysis for the Shared Savings Model

100%
90%
80%
70%
60%
50%
40%
30%

320.000.000,00

—— Equity Capital

AEquity Capital [%]

The sensitivity analysis only backs up the promising data from the cashflow calculations. It can be seen
that only in extreme cases of deviations in the annual savings framework element, the project goes
beyond the set baseline. That case can only be achieved if the technology underperforms and the
energy price is significantly lowered (cca 35% from the current price).

12.6 Guaranteed Savings Model

12.6.1 Cashflow Calculations

The following table shows the financial data for the period of 20 years, considering the specific model
requirements and indicators.

Table 18. Cashflow

0,00 0,00 0,00 0,00 0,00 13.50;[.200, -13.501.200,00

00
20.5%%).831, 205.?28,3 0,00 20.3562.202, 7.47;2651, 8.14;{.3881, 664.229.75 12.2](.;:-.321, 12.2](.;:-.321, -1.286.878,39
20.81];273, 208.;12,7 0,00 20.6672.560, 7.47;2651, 8.26255024, 786.372,97 12.3511.536, 12.3511.536, 11.110.658,05
21.1854;.342, 211.?43,4 0,00 20.9711.499, 7.4732;651, 8.38:‘.5999, 91034833 12.52;?;.499, 12.52;?;.499, 23.604.157,54
21.5(;1.107, 215.321,0 0,00 21.222;.086, 7.47;2651, 8.51:5834, 1.036:;183,3 12.7;2.251, 12.7;2.251, 36.466.409,51
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21.824.639, | 218.246,3 21.606.392, | 7.478.651, | 8.642.557, | 1.163.905,8 | 12.963.835, | 12.963.835,
32 9 0.00 93 32 17 5 76 76 49.430.245,27
22.152.008, | 221.520,0 0,00 21.930.488, 8.772.195, | 8.772.195,5 | 13.158.293, 31.845.706, 17.584.538,56
91 9 82 53 3 29
71
22.484.289, | 224.842,8 22.259.446, 8.903.778, | 8.903.778,4 | 13.355.667, | 13.355.667,
04 9 0,00 15 6 6 69 69 30.940.206,26
22.821.553, | 228.215,5 22.593.337, 9.037.335, | 9.037.335,1 | 13.556.002, | 13.556.002,
38 3 0,00 85 14 4 71 71 44.496.208,96
23.163.876, | 231.638,7 22.932.237, 9.172.895, | 9.172.895,1 | 13.759.342, | 13.759.342,
68 7 0,00 01 17 7 75 75 58.255.551,71
23.511.334, | 235.113,3 23.276.221, 9.310.488, | 9.310.488,5 | 13.965.732, | 13.965.732,
83 5 0,00 8 59 9 39 89 72.221.284,60
23.864.004, | 238.640,0 0,00 23.625.364, 9.450.145, | 9.450.145,9 | 14.175.218, 30.828.781, 41.392.503,49
85 5 81 92 2 88
12
24.221.964, | 242.219,6 23.979.745, 9.591.898, | 9.591.898,1 | 14.387.847, | 14.387.847,
93 5 0,00 28 11 1 17 17 55.780.350,65
24.585.294, | 245.852,9 24.339.441, 9.735.776, | 9.735.776,5 | 14.603.664, | 14.603.664,
20 4 0,00 16 3 3 37 37 70.384.015,53
24.954.073, | 249.540,7 24.704.533, 9.881.813, | 9.881.813,2 | 14.822.719, | 14.822.719,
82 4 0,00 08 23 3 85 85 85.206.735,37
25.328.384, | 253.283,8 25.075.101, 10.030.04 10.030.040, | 15.045.060, | 15.045.060,
92 5 0,00 07 0,43 3 64 64 100.251.796,02
25.708.310, | 257.083,1 25.451.227, 10.180.49 10.180.491, | 15.270.736, -
70 1 0,00 59 1,04 04 55 29.73;3;.263, 70.518.532,57
26.093.935, | 260.939,3 25.832.996, 10.333.19 10.333.198, | 15.499.797, | 15.499.797,
36 5 0,00 00 8,40 20 60 60 86.018.330,17
26.485.344, | 264.853,4 26.220.490, 10.488.19 10.488.196, | 15.732.294, | 15.732.294,
39 4 0,00 94 6,38 38 57 57 101.750.624,74
26.882.624, | 268.826,2 26.613.798, 10.645.51 10.645.519, | 15.968.278, | 15.968.278,
55 5 0,00 31 9,32 2 99 99 117.718.903,73
27.285.863, | 272.858,6 27.013.005, 10.805.20 10.805.202, | 16.207.803, | 16.207.803,
92 4 0,00 28 2,11 11 17 17 133.926.706,90
Tot 475.488.05 4.754.88 0.00 470.733.17 37.393.25 150.900.01 282.439.90 133.926.70
al 8,75 0,59 ’ 8,16 6,62 4,65 6,90 6,90
160.000.000,00
140.000.000,00
120.000.000,00
100.000.000,00
'é 80.000.000,00
> 60.000.000,00
£ 40.000.000,00
1%
8 20.000.000,00

0,00
-20.000.000,00
-40.000.000,00
-60.000.000,00

e et Savings

Figure 50. Cashflow chart
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According to the above table and chart for the cashflow in the case of guaranteed savings ESCO model,
this project has significant potential for all lengths of contracts.
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The chart shows that the payoff for the project is in the 3™ year and at the end of all durations of the
contracts (10, 15 and 20 years), the project will be with positive balance.

The vertical red lines of the chart show the results in the case of 10, 15 and 20-year contract between
the user and the ESCO. The red horizontal line shows the defined baseline as explained in the
methodology. According to this chart the project has short payback period, and all cases are significantly
above the determined baseline. The results are similar to the Shared Savings Model, but for the ESCO
side, they show bigger progress.

12.6.2 Sensitivity Analysis

Sensitivity analysis
40% 0 100%

o / 90%
20% 80%
10%
70%
0%

AAnnual Savings, Alnterest [%}

10% - 60%
- (o]

-20% / 50%
-30% 40%
-40% 30%

0,00 60.000.000,00 120.000.000,00  180.000.000,00  240.000.000,00  300.000.000,00
Profit [MKD]
—e—Baseline  —@—Annual Savings Interest Equity Capital

Figure 51. Sensitivity analysis for the Shared Savings Model

The sensitivity analysis only backs up the data from the cashflow calculations. It can be seen that in any
case, the project is not going behind the set baseline.

12.7 ESCO Supplier Model

12.7.1 Input data

This model is completely different compared to the previous models. The input data about the annual
savings is calculated considering the following input data:
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ESCO Provider data

Electricity consumption

4501518

Electricity Cost

36057159

Electricity Price

8,00999996

Electricity Savings

1767789

Electricity Consumption Afte

2733729

Electricity Price After Measur,

12,41549994

Electricity Cost After Measure

33940612,23

Consumer Savings After Mea:s

2116546,77

ESCO Savings After Measures

12043443,05

Figure 52. ESCO as Supplier input data

12.7.2 Cashflow Calculations

kWh/yr
MKD/yr
MKD/kWh
MKD/yr
kWh/yr
MKD/kWh
MKD/yr
MKD/yr
MKD/yr

The following table shows the financial data for the period of 20 years, considering the specific model

requirements and indicators.

Table 19. Cashflow

0,00 O(']O 0,00 0,00 0,00 0,00 13‘50-1‘200 -13.501.200,00
,00

2.1176%546, O(,)O 2.1176%546, 2.116.546,77 12.0[1(1)?;.443 2053.?28, 11.8,?;1.814 7.47:;551, 4.35‘3163, -9.142.036,58
2‘14;3%294, 060 2.14;2294, 4.264.841,74 12‘2,271;094 2087.;12, 12.0’15.)56.381 7‘47;;651, 4.53:“1730, -4.605.305,95
2.182(.)519, O(,)O 2.18;)(.)519, 6.445.361,14 12.4,(;72.456 211[543, 12.1,9659.612 7.47:;551, 4.713?%961, 111.655,42
2‘21135227, 060 2.21;35227, 8.658.588,32 12‘5,5;36‘567 2156221, 12.3’782.546 7‘47?2;651, 4.8959é895, 5.011.550,98
2.24565425, 060 2.24565.)425, 10.905.013,92 12.7,?128.471 218?;;46, 12.5’%:.225 7.47_;651, 5.0875é573, 10.097.124,74
2‘28;;121, O(,)O 2.28;;121, 13.185.135,90 12.9,751;.208 22]8;20, 12.7;26.688 0,00 32‘255-];311 -22.154.186,80
2.31;2323, O(,)O 2.31;2323, 15.499.459,71 13.1;2.821 224{542, 12.9,4;?;.978 0,00 12.9;?;.978 -9.210.208,02
2‘34:%038, 060 2.34:&038, 17.848.498,37 13‘3;%‘354 2285.§15, 13.1’::':;.138 0,00 13‘1;}12;138 3.927.930,45
2.38;15274, O(,)O 2.38;15274, 20.232.772,62 13.5[2?.849 2317.538, 13.3,?;55.210 0,00 13.3,?;55.210 17.263.141,00
2‘42?(’)‘.5038, 060 2.42?(,2038, 22.652.810,98 13‘7;(;352 235?;;13, 13.5’3;50.238 0,00 13‘5;50‘238 30.798.379,70
2.45::.)'338, 0(,]0 2.45965338, 25.109.149,01 13.9’;(-;907 238(@40, 13.7[?;2.267 0,00 31‘267-52‘732 -467.353,02
2.49(.)’;184, 060 2.49(_;184, 27.602.333,03 14.1,893.560 242é§19' 13.9;4;.341 0,00 13.9;;.341 13.476.988,28
2‘53%.3581, O(,)O 2.53;);81, 30.132.915,71 14‘3;%359 2459.252, 14. 1,543]'-.506 0,00 14‘1,5431‘506 27.630.494,69
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2.568.540, 0,0 2.568.540, 14.615.349 249.540, 14.365.809 14.365.809
51 0 51 32.701.456,21 75 74 o1 0,00 o1 41.996.303,70
2.607.068, 0,0 2.607.068, 14.834.579 253.283, 14.581.296 14.581.296
61 0 61 35.308.524,83 99 35 14 0,00 14 56.577.599,84
2.646.174, 0,0 2.646.174, 37.954.699,47 15.057.098 257.083, 14.800.015 0,00 30.203.984 26.373.615,43
64 0 64 ,69 11 ,59 "
2.685.867, 0,0 2.685.867, 15.282.955 260.939, 15.022.015 15.022.015
2% 0 2 40.640.566,73 17 35 82 0,00 82 41.395.631,25
2.726.155, 0,0 2.726.155, 15.512.199 264.853, 15.247.346 15.247.346
27 0 27 43.366.722,00 50 24 06 0,00 06 56.642.977,31
2.767.047, 0,0 2.767.047, 15.744.882 268.826, 15.476.056 15.476.056
60 0 60 46.133.769,60 49 25 25 0,00 25 72.119.033,55
2.808.553, 0,0 2.808.553, 15.981.055 272.858, 15.708.197 15.708.197
31 0 31 48.942.322,92 73 64 09 0,00 09 87.827.230,65
Tot 48.942.32 0,0 48.942.32 278.488.56 4.754.88 273.733.68 37.393.25 87.827.230
al 2,92 0 2,92 7,85 0,59 7,26 6,62 ,65
100.000.000,00
80.000.000,00
60.000.000,00
o
< 40.000.000,00
=3
(%]
+20.000.000,00 L
o — — f—
o ——t / y
0,00 ‘A/
-20.000.000,00
-40.000.000,00

1 23 456 7 8 91011121314151617 18192021

Year

NetSavings emmm=|oan e====NetCashflow e=mm==Accumulationg cashflow

Figure 53. Cashflow chart

According to the above table and chart for the cashflow in the case of ESCO as a supplier model, this

project has the best potential compared to the other models.

The chart shows that the payoff for the project is in the 4" year and at the end of the 3 durations of the

contracts (10, 15 and 20 years), the project will be with positive balance.

The vertical red lines of the chart show the results in the case of 10, 15 and 20-year contract between

the user and the ESCO. The red horizontal line shows the defined baseline as explained in the

methodology. According to this chart, all project durations are acceptable for the ESCO side of the

model.
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12.7.3 Sensitivity Analysis

Sensitivity Analysis

40% 100%
30% 90%
20% 80%
10%
o ° 70%
= 0%
= 60%
-10% ’
-20% 20%
-30% 40%
-40% 30%
-80.000.000,00 0,00 80.000.000,00 160.000.000,00 240.000.000,00
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—@— Baseline  —@—AnnualSavings —e&—Interest —e@—Equity Capital

Figure 54. Sensitivity analysis for the Shared Savings Model

5. The sensitivity analysis only backs up the promising data from the cashflow calculations. It can be
seen that only in extreme cases of deviations in the annual savings framework element, the project
goes beyond the set baseline. That case can only be achieved if the technology underperforms and
the energy price is significantly lowered (cca 30% from the current price).

12.8 Development Finance ESCO Model

12.8.1 Cashflow Calculations

The following table shows the financial data for the period of 20 years, considering the specific model
requirements and indicators.

Table 20. Cashflow

0,00 0,00 0,00 0,00 0,00 10.800.960,0 -10.800.960,00
0
20.562.831,0 205.628,31 0,00 20.357.202,6 5.982.921,0 8.142.881,0 12.214.321,6 2.159.960,02 1.413.361,61
0 9 6 8 1
20.871.273,4 208.712,73 0,00 20.662.560,7 5.982.921,0 8.265.024,2 12.397.536,4 2.282.103,23 13.810.898,05
7 3 6 9 4
21.184.342,5 211.843,43 0,00 20.972.499,1 5.982.921,0 8.388.999,6 12.583.499,4 2.406.078,60 26.394.397,54
7 4 6 6 8
21.5021.107,7 215.021,08 0,00 21.28;.086,6 5.982(.;921,0 8.5145834,6 12.77;.251,9 2.531.913,59 39.166.649,51
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218206393 | , 10000 | g0 | 246063929 [ 59829210 | 86425571 [ 129638357 [ , oo 52.130485,27
2 3 6 7 6
22-1521-008,9 22152009 | 0,00 21-932-488'8 8'772;95'5 31.845.706,7 | 8.772.195,53 20.284.778,56
1
22.481.289,0 248028 | 000 22-2595-445:1 8'903('5778'4 13'3559'667'6 8.903.778,46 33.640.446,26
22.82;.553,3 2821553 | 000 22.59?;.337,8 9.0374.1335,1 13.5561.002,7 6.037.335,14 47.196.448,96
23.1638-876,6 23163877 | 000 22-9321-237'9 9'172;‘95'1 13'7595'342'7 9.172.895,17 60.955.791,71
23.5113-334,8 23511335 | 0,00 23-27‘;-221'4 9'310;88'5 13'9659'732'8 9.310.488,59 74.921.524,60
23-86‘;-004,8 238.64005 | 0,00 23-6251-364'8 9'450;45'9 30.828.781,1 | 9.450.145,92 44.092.743,49
2
24.2213-964,9 24221965 | 0,00 23-975;-745'2 9'591i898'1 14'3877'847'1 9.591.898,11 58.480.590,65
245852904 | yisespon | g0 | 243304414 BTITIES | MEOEOAE | g 735 776,58 73.084.255,53
24.954;.073,8 2950074 | 000 24.704;.533,0 9.8813.;813,2 14.8225.719,8 0.881.813,23 87.906.975,37
253283849 | joio0ias | oo | 250751010 10.030.040, | 15.045.060,6 | 10.030.040,4 102.852.036,02
) 7 43 4 3
25.708.310,7 257.083,11 0,00 25.451.227,5 10.180.491, 29.733.263,4 10.180.491,0 73.218.772,57
0 9 04 5 4
260939353 | ,eo 00030 | g0 | 258329960 10.333.198, | 15.499.797,6 | 10.333.198,4 68.718.570,17
6 0 40 0 0
264853043 | Lo | g0 | 262204909 10.488.196, | 15.732.294,5 | 10.488.196,3 104.450.864,74
9 4 38 7 8
268826245 | ,ooo0coc | oo | 266137983 10.645.519, | 15.968.278,9 | 10.645.519,3 120419.143.73
5 1 32 9 2
272858639 | Lo ocoen | 000 | 270130052 10.805.202, | 16.207.803,1 | 10.805.202,1 136.626.946,90
2 8 11 7 1
Tot | 475.488.08, | 4.754.880, | = | 470733.178, | 29.914.605, 136.626.946, | 158.378.665,
al 75 59 Y 16 29 9 97

Costs [MKD]
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Figure 55. Cashflow chart
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According to the above table and chart for the cashflow in the case of development finance ESCO model,
this project has similar potential as the previously considered models.
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The chart shows that the payoff for the project is in the 1" year and at the end of the 3 durations of the
contracts (10, 15 and 20 years), the project will be with positive balance.

The conclusions are similar to the ones in the Guaranteed Savings Model (which is taken as a basis for
this model), but with slight improvements of the results as it is shown below.

The vertical red lines of the chart show the results in the case of 10, 15 and 20-year contract between
the user and the ESCO. The red horizontal line shows the defined baseline as explained in the
methodology.

12.8.2 Sensitivity Analysis

Sensitivity analysis
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Figure 56. Sensitivity analysis for the Shared Savings Model

The sensitivity analysis only backs up the data from the cashflow calculations. It can be seen that in any
case, the project is not going behind the set baseline.

12.9 Conclusions

The above analysis shows that in this concrete case, all four models can be successfully implemented in
Macedonia for all contract lengths. Since the benefits are significant, and the motivation of the user to
engage with ESCO small, the smaller lengths of the contracts are more preferable. The Guaranteed
Savings Model and the Development Finance Model shows best results, but all of the cases are
promising.
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13 Public Lighting — LED

13.1 Description of the Measures

The measure includes change of the incandescent bulbs in the public lighting of one municipality with LED.

This case study is different from the previous. The analysis considers another municipality. Also, the
lifetime of the LED is significantly longer, so the recurring investment is not considered in this case.

13.2 Energy Calculations

The basic energy data is:
Energy consumption before measures:
Total energy savings:

Financial savings:

294300 kWh/yr

163500 kWh/yr

1082400 MKD/yr

Energy price — electricity: 6.6 MKD/kWh
13.3 Profitability Calculations
Name Public lighting
Total Investment 12841200 MKD  Payback
Annual Savings 1082400 MKD  Pay-off
Annual O&M Cost 10824 MKD Internal Rate of Return
Net Savings MKD  Net Present Value
Economic Lifetime 15 yr Net Present Value Quotient
Maximum Pay-Off 20 yr Maximum Investment

Figure 57. Profitability calculations - input data and results

11,98

2,1%

707092

0,06

17160764

yr
yr

The profitability calculations show that this project is borderline economically feasible and may be worth
to be considered for financing. Additional analysis in needed. The payback period is relatively long and

the internal rate of return and net present value quotient are not convincing.
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13.4 Cashflow input data

Alternative Name Public lighting
Cashflow Period 20 yr
Equity Capital 3852360 MKD
Grant 0 MKD

Loan From Bank 1
Total Loan 8988840 MKD Ammount 3038840 MKD
Annual Savings 1082400 MKD | terest 6%
Annual O&M 10824 MKD  vears 10 yr
Annual ESCO costs 0 MKD  Term 1month month/yr
Net Savings 1071576 MKD  Grace Period 0 month/yr
Inflation Rate 1,5% Total Investment 12841200 MKD

11. Figure 58. Cashflow input data

13.5 Shared Savings Model
13.5.1 Cashflow Calculations
The following table shows the financial data for the period of 20 years, considering the specific model

requirements and indicators.

Table 21. Cashflow

0,00 0,00 0,00 0,00 0,00 -3.852.360,00 -3.852.360,00
1.082.400,00 10.824,00 0,00 1.071.576,00 1.221.295,34 750.103,20 -471.192,14 -4.323.552,14
1.098.636,00 10.986,36 0,00 1.087.649,64 1.221.295,34 761.354,75 -459.940,59 -4.783.492,73
1.115.115,54 11.151,16 0,00 1.103.964,38 1.221.295,34 772.775,07 -448.520,27 -5.232.013,00
1.131.842,27 11.318,42 0,00 1.120.523,85 1.221.295,34 784.366,70 -436.928,64 -5.668.941,64
1.148.819,91 11.488,20 0,00 1.137.331,71 1.221.295,34 796.132,20 -425.163,14 -6.094.104,78
1.166.052,21 11.660,52 0,00 1.154.391,68 1.221.295,34 808.074,18 -413.221,16 -6.507.325,94
1.183.542,99 11.835,43 0,00 1.171.707,56 1.221.295,34 820.195,29 -401.100,05 -6.908.425,98
1.201.296,13 12.012,96 0,00 1.189.283,17 1.221.295,34 832.498,22 -388.797,12 -7.297.223,10
1.219.315,58 12.193,16 0,00 1.207.122,42 1.221.295,34 844.985,69 -376.309,64 -7.673.532,75
1.237.605,31 12.376,05 0,00 1.225.229,26 1.221.295,34 857.660,48 -363.634,86 -8.037.167,60
1.256.169,39 12.561,69 0,00 1.243.607,70 870.525,39 870.525,39 -7.166.642,22
1.275.011,93 12.750,12 0,00 1.262.261,81 883.583,27 883.583,27 -6.283.058,95
1.294.137,11 12.941,37 0,00 1.281.195,74 896.837,02 896.837,02 -5.386.221,93
1.313.549,17 13.135,49 0,00 1.300.413,67 910.289,57 910.289,57 -4.475.932,36
1.333.252,40 13.332,52 0,00 1.319.919,88 923.943,92 923.943,92 -3.551.988,45
1.353.251,19 13.532,51 0,00 1.339.718,68 937.803,07 937.803,07 -2.614.185,37
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1.373.549,96 13.735,50 0,00 1.359.814,46 951.870,12 951.870,12 -1.662.315,25
1.394.153,21 13.941,53 0,00 1.380.211,67 966.148,17 966.148,17 -696.167,08
1.415.065,50 14.150,66 0,00 1.400.914,85 980.640,39 980.640,39 284.473,31
1.436.291,49 14.362,91 0,00 1.421.928,57 995.350,00 995.350,00 1.279.823,31
Total | 25.029.057,27 | 250.290,57 0,00 24.778.766,70 | 12.212.953,38 1.279.823,31

8.000.000,00

6.000.000,00

4.000.000,00

2.000.000,00

-2.000.000,00

Costs [MKD]

-4.000.000,00

-6.000.000,00

-8.000.000,00

-10.000.000,00
0 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20

Year

e Accumulationg cashflow  e====Shared Savings  e====|o0an  e=m==Net Cashflow

Figure 59. Cashflow chart

According to the above table and chart for the cashflow in the case of shared savings ESCO model, this
project has Ho potential.

The chart shows that the payoff for the project is in the 3™ year and at the end of the longest duration of
the contracts (20 years), the project will be with positive balance but below the baseline.

The vertical red lines of the chart show the results in the case of 10, 15 and 20-year contract between
the user and the ESCO. The red horizontal line shows the defined baseline as explained in the
methodology. Even after 5 years, the project is above the baseline.

The conclusion is that the project is below the baseline in all three cases. The analysis was done
considering 70-30% sharing of the savings in the benefit for the ESCO and still the project has no
potential. In all other cases, the share is the same as this case only for the duration of the loan, and after
that the share is divided 50-50%.
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13.5.2 Sensitivity Analysis

AAnnual Savings, Alnterest [%}

40%
30%
20%
10%
0%
-10%
-20%
-30%
-40%

-10.000.000,00

—@— Baseline

Sensitivity analysis

-5.000.000,00

—@— Annual Savings

0,00

Profit [MKD]

—@— |nterest

5.000.000,00

100%

90%

=

80% —

&

70% &

8

60% <.

=

50% 3

w

40% <
30%
10.000.000,00

Figure 60. Sensitivity analysis for the Shared Savings Model
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The sensitivity analysis only backs up the data from the cashflow calculations. It can be seen that only in
extreme cases of deviations in the annual savings framework element, the project goes beyond the set
baseline. That case can only be achieved if the technology overperforms and the energy price is
significantly higher (cca 20% from the current price).

13.6 Guaranteed Savings Model

13.6.1 Cashflow Calculations

The following table shows the financial data for the period of 20 years, considering the specific model
requirements and indicators.

Table 22. Cashflow

0,00 0,00 0,00 0,00 0,00 3.852_.360, -3.852.360,00
00

1.08;(.)400, 10.8024,0 0,00 1.07;.(.)576, 1.22;:1295, 750.3.)03,2 471.1-92’14 321.472,80 321.472,80 -3.530.887,20

1.09(?(.)636, 10.9686,3 0,00 1.08;.1649, 1.22;;295, 761.254,7 459.9—40,59 326.294,89 326.294,89 -3.204.592,31

1.115521115, 11.1651,1 0,00 1.10:;364, 1.22;:1295, 772.;75,0 448.5-20’27 331.189,32 331.189,32 -2.873.402,99

1.13;.%842, 11.3218,4 0,00 1.12;)5523, 1.22;;295, 784.366,7 436.9—28,64 336.157,16 336.157,16 -2.537.245,84
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1.148.819, 11.488,2 1.137.331, 1.221.295, 796.132,2 -
91 0 0,00 71 34 0 425.163,14 341.199,51 341.199,51 -2.196.046,33
1.166.052, 11.660,5 1.154.391, 1.221.295, 808.074,1 -
271 2 0,00 63 34 3 41322116 346.317,51 346.317,51 -1.849.728,82
1.183.542, 11.835,4 1.171.707, 1.221.295, 820.195,2 -
99 3 0,00 56 34 9 401.100,05 351.512,27 351.512,27 -1.498.216,55
1.201.296, 12.012,9 1.189.283, 1.221.295, 832.498,2 -
13 6 0,00 17 34 ) 388.797,12 356.784,95 356.784,95 -1.141.431,60
1.219.315, 12.193,1 1.207.122, 1.221.295, 844.985,6 -
58 6 0,00 P 34 9 376.309,64 362.136,73 362.136,73 -779.294,87
1.237.605, 12.376,0 1.225.229, 1.221.295, 857.660,4 -
31 5 0,00 26 34 3 363.634,86 367.568,78 367.568,78 -411.726,10
1.256.169, 12.561,6 0,00 1.243.607, 0,00 621.803,8 621.803,85 621.803,85 621.803,85 210.077,75
39 9 70 5
1'2795_;’011' 12'7250'1 0,00 1'2682i261' 0,00 631'130'9 631.130,91 631.130,91 631.130,91 841.208,66
1'ngil37' 12'9741'3 0,00 1'28;4195' 0,00 640'397'8 640.597,87 640.597,87 640.597,87 1.481.806,52
1'31;549' 13'1935'4 0,00 1'302;113' 0,00 650'3‘06'8 650.206,84 650.206,84 650.206,84 2.132.013,36
1.333.252, 13.332,5 0,00 1.319.919, 0,00 659.959,9 659.959,94 659.959,94 659.959,94 2.791.973,30
40 2 88 4
1.353.251, 13.5325 0,00 1.339.718, 0,00 669.859,3 669.859,34 669.859,34 669.859,34 3.461.832,64
19 1 68 4
1.373.549, 13.735,5 0,00 1.359.814, 0,00 679.907,2 679.907,23 679.907,23 679.907,23 4.141.739,87
96 0 46 3
1'39;153' 13'9;1'5 0,00 1'382%211' 0,00 690'105'8 690.105,84 690.105,84 690.105,84 4.831.845,70
1'41556065' 14'1650’6 0,00 1'4025914' 0,00 700';157'4 700.457,42 700.457,42 700.457,42 5.532.303,13
1.436.291, 14.362,9 0,00 1.421.928, 0,00 710.964,2 710.964,29 710.964,29 710.964,29 6.243.267,42
49 1 57 9
Tot 25.029.057 250.290, 0.00 24.778.766 12.212.953 2.470.185, 10.095.627, 6.243.267,
al ,27 57 ’ ,70 ,38 91 42 42
8.000.000,00
6.000.000,00 Z
4.000.000,00 //
a //
§ 2.000.000,00 i
= ”’I-II-IL_, ot
P -
2 0,00 1
w
8 , —")L
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Figure 61. Cashflow chart
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According to the above table and chart for the cashflow in the case of guaranteed savings ESCO model,
this project has potential.
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The chart shows that the payoff for the project is in the 12" year and at the end of the 2 durations of the
contracts (15 and 20 years), the project will be with positive balance.

The vertical red lines of the chart show the results in the case of 10, 15 and 20-year contract between
the user and the ESCO. The red horizontal line shows the defined baseline as explained in the
methodology. According to this chart, the profit is significantly below the determined baseline for a
contract of 10 years. That is not the case if the contract length is longer - 20 years, since the
accumulating cashflow passes the baseline after the 19" year.

13.6.2 Sensitivity Analysis
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Figure 62. Sensitivity analysis for the Shared Savings Model

As it can be seen, the initial solution for a contract with period of 20 years is above the baseline. But all
cases with lower electricity price or if the technology is underachieving, as well as bigger equity capital,
is below the baseline. So, this project has no potential for ESCO contract.

13.7 ESCO Supplier Model

13.7.1 Input data

This model is completely different compared to the previous models. The input data about the annual
savings is calculated considering the following input data:
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ESCO Provider data

Electricity consumption 294300 kWh/yr
Electricity Cost 1943400 MKD/yr
Electricity Price 6,603465851 MKD/kWh
Electricity Savings 163500 MKD/yr
Electricity Consumption After 130800 kWh/yr
Electricity Price After Measur 14,52762487 MKD/kWh
Electricity Cost After Measure 1900213,333 MKD/yr
Consumer Savings After Meas 43186,66667 MKD/yr
ESCO Savings After Measures 1036480 MKD/yr

Figure 63. ESCO as Supplier input data

13.7.2 Cashflow Calculations

The following table shows the financial data for the period of 20 years, considering the specific model
requirements and indicators.

Table 23. Cashflow

0,00 O(')O 0,00 0,00 0,00 0,00 3‘852_.360, -3.852.360,00
00

43.1786,6 O(,)O 43. 1786,6 43.186,67 1.03(?(.)480, 10.8024,0 1.023(.)656, 1.22;.[.1295, 195.6—39,34 4.047.999,34
43‘8734,4 060 43.8734,4 87.021,13 1.05226027, 10‘9686,3 1.0481“1040, 1.22?],.“1295, 180.2-54’50 4.228.253,84
44.4891,9 O(,)O 44.4891,9 131.513,12 1.06;-807, 11.1651,1 1.0525656, 1.22;.[.1295, 164.6—38,88 4.392.892,72
45‘1659,3 060 45.];559,3 176.672,48 1.0832824, 11‘3218,4 1.07;6506, 1.22?],.“1295, 148.7-89’04 4.541.681,76
45.8536,7 060 45.8536,7 222.509,23 1.1085082, 11.%88,2 1.08885593, 1.22;.‘.1295, 132.7-01’44 4.674383,20
46‘5124,3 O(,)O 46.5124,3 269.033,54 1.11;583, 11‘6260,5 1.10;16922, 1.22;.;1295, 116.3-72,54 -4.790.755,74
47‘2722,1 060 47.2722,1 316.255,71 1.133%332, 11‘8335,4 1.12;.“1496, 1.22?],.“1295, -99.798,60 4.890.554,43
47.9030,5 O(,)O 47.9030,5 364.186,21 1.15(()2332, 12.0612,9 1.13;.;319, 1.22;.[.1295, -82.976,24 4.973.530,67
48‘6649,4 060 48.6649,4 412.835,67 1.16;1587, 12‘1693,1 1.1585;93, 1.22?],.“1295, -65.901,46 5.039.432,13
49.3079,2 O(,)O 49.3079,2 462.214,87 1.18;.1100, 12.3576,0 1.17725.;724, 1.22;.[.1295, -48.570,55 5.088.002,68
50‘1919,8 060 50.];319,8 51233476 1.20;5877, 12‘5961,6 1.19;2315, 0,00 1‘19:(.5315, -3.897.687,02
50.8971,6 O(,)O 50.8971,6 563.206,45 1.2250i920, 12.7250,1 1.20?(.)170, 0,00 1.20?(.)170, 2.689.516,62
51‘6634,7 060 51.6634,7 614.841,21 1.23;234, 12‘9741,3 1.22965292, 0,00 122:5292, 1.463.223,67
52.4809,2 O(,)O 52.4;9,2 667.250,50 1.25;.1822, 13.1935,4 1.24;15687, 0,00 1.24;15687, 218.536,33
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53.195,4 0,0 53.195,4 1.276.690, 13.332,5 1.263.357, 1.263.357,
2 0 2 720.445,92 18 2 66 0,00 6 1.044.821,33
53.993,3 0,0 53.993,3 1.295.840, 13.532,5 1.282.308, 1.282.308,
6 0 5 774.439,28 53 1 02 0,00 02 2.327.129,35
54.803,2 0,0 54.803,2 1.315.278, 13.735,5 1.301.542, 1.301.542,
6 0 5 829.242,53 14 0 64 0,00 64 3.628.671,99
55.625,3 0,0 55.625,3 1.335.007, 13.941,5 1.321.065, 1.321.065,
0 0 0 884.867,84 31 3 78 0,00 78 4.949.737,77
56.459,6 0,0 56.459,6 1.355.032, 14.150,6 1.340.881, 1.340.881,
3 0 3 941.327,52 P 6 77 0,00 77 6.290.619,54
57.306,5 0,0 57.306,5 1.375.357, 14.362,9 1.360.994, 1.360.994,
3 0 3 998.634,10 91 1 99 0,00 99 7.651.614,53
Tot 998.634, 0,0 998.634, 23.967.218 250.290, 23.716.927 12.212.953 7.651.614,
al 10 0 10 ,48 57 ,91 ,38 53
10.000.000,00
8.000.000,00
6.000.000,00 /
. "4
S 4.000.000,00 /
= /
S 200000000 /
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Figure 64. Cashflow chart

The conclusions in this case are similar to the previous one. Only extremely long contracts are above the
baseline (20 years).
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13.7.3 Sensitivity Analysis
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Figure 65. Sensitivity analysis for the Shared Savings Model

—e— Equity Capital

The ESCO as Supplier Model, in the sensitivity analysis is slightly different from the previous case. Again,
electricity price and technology performance influence negatively on the profits, but all values for the
equity capital and the interest rates are keeping the project above the baseline.

13.8 Development Finance ESCO Model

13.8.1 Cashflow Calculations

The following table shows the financial data for the period of 20 years, considering the specific model
requirements and indicators.

Table 24. Cashflow

0,00 0,00 0,00 0,00 0,00 -3.081.888,00 -3.081.888,00
1.082.400,00 10.824,00 0,00 1.071.576,00 977.036,27 750.103,20 321.472,80 -226.933,07 -2.760.415,20
1.098.636,00 10.986,36 0,00 1.087.649,64 977.036,27 761.354,75 326.294,89 -215.681,52 -2.434.120,31
1.115.115,54 11.151,16 0,00 1.103.964,38 977.036,27 772.775,07 331.189,32 -204.261,20 -2.102.930,99
1.131.842,27 11.318,42 0,00 1.120.523,85 977.036,27 784.366,70 336.157,16 -192.669,57 -1.766.773,84
1.148.819,91 11.488,20 0,00 1.137.331,71 977.036,27 796.132,20 341.199,51 -180.904,07 -1.425.574,33
1.166.052,21 11.660,52 0,00 1.154.391,68 977.036,27 808.074,18 346.317,51 -168.962,09 -1.079.256,82
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1.183.542,99 | 11.835,43 0,00 1.171.707,56 | 977.036,27 | 820.195,29 351.512,27 -156.840,98 -727.744,55
1.201.296,13 | 12.012,96 0,00 1.189.283,17 | 977.036,27 | 832.498,22 356.784,95 -144.538,05 -370.959,60
1.219.315,58 | 12.193,16 0,00 1.207.122,42 | 977.036,27 | 844.985,69 362.136,73 -132.050,58 -8.822,87
1.237.605,31 | 12.376,05 0,00 1.225.229,26 | 977.036,27 | 857.660,48 367.568,78 -119.375,79 358.745,90
1.256.169,39 | 12.561,69 0,00 1.243.607,70 621.803,85 621.803,85 621.803,85 980.549,75
1.275.011,93 | 12.750,12 0,00 1.262.261,81 631.130,91 631.130,91 631.130,91 1.611.680,66
1.294.137,11 | 12.941,37 0,00 1.281.195,74 640.597,87 640.597,87 640.597,87 2.252.278,52
1.313.549,17 | 13.135,49 0,00 1.300.413,67 650.206,84 650.206,84 650.206,84 2.902.485,36
1.333.252,40 | 13.332,52 0,00 1.319.919,88 659.959,94 659.959,94 659.959,94 3.562.445,30
1.353.251,19 | 13.532,51 0,00 1.339.718,68 669.859,34 669.859,34 669.859,34 4.232.304,64
1.373.549,96 | 13.735,50 0,00 1.359.814,46 679.907,23 679.907,23 679.907,23 4.912.211,87
1.394.153,21 | 13.941,53 0,00 1.380.211,67 690.105,84 690.105,84 690.105,84 5.602.317,70
1.415.065,50 | 14.150,66 0,00 1.400.914,85 700.457,42 700.457,42 700.457,42 6.302.775,13
1.436.291,49 | 14.362,91 0,00 1.421.928,57 710.964,29 710.964,29 710.964,29 7.013.739,42
Tota | 25.029.057,2 | 250.290,5 0,00 24.778.766,7 | 9.770.362,7 7.013.739,42 4.912.776,5
1 7 7 0 0 8
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Figure 66. Cashflow chart
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According to the above table and chart for the cashflow in the case of guaranteed savings ESCO model,
this project has potential.

The chart shows that the payoff for the project is in the 10" year and at the end of the 3 durations of the
contracts (10, 15 and 20 years), the project will be with positive balance.

The vertical red lines of the chart show the results in the case of 10, 15 and 20-year contract between
the user and the ESCO. The red horizontal line shows the defined baseline as explained in the
methodology. According to this chart, the profit is significantly below the determined baseline for a
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contract of 10 and 15 years. That is not the case if the contract length is longer - 20 years, since the
accumulating cashflow passes the baseline after the 17" year.

13.8.2 Sensitivity Analysis

Sensitivity analysis
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Figure 67. Sensitivity analysis for the Shared Savings Model

As it can be seen, the initial solution for a contract with period of 20 years is above the baseline. But all
cases with lower electricity price or if the technology is underachieving, as well as bigger equity capital,
is below the baseline. So, this project has no potential for ESCO contract.

13.9 Conclusions

The above analysis shows that in this concrete case, all four models can be successfully implemented in
Macedonia only for extremely long contracts. But since the economic lifetime of the equipment is
significantly shorter, this project has no potential with the current market options.
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14 Conclusions

The following table shows the profits for all considered projects and contract lengths. The highlighted
fields with green are the best options for all case studies, while the highlighted fields with red are the
worst cases for a given case study. Since some of the cases are mostly positive, this is just a relative

comparison.

Table 25. Conclusion

Model Baseline

10 yrs. EPC

15 yrs. EPC

Envelope and Preparation of Domestic Hot Water in Residential Building PB: 5.34 yr.

20 yrs. EPC

Solar Thermal Collectors for multifamily building PB: 11.12 yr.

181.414,86 63.408,15 297.636,83 549.967,64
181.414,86 126.008,62 360.237,30 612.568,10
181.414,86 296.936,19 755.324,21 1.249.138,29
145.131,89 151.117,18 385.345,86 637.676,66
Envelope and Heating Control in School PB: 6.85 yr.

1.968.99520 | -717.763,65 2.055.845,61 | 5.043.810,51
1.968.995,20 |  765.083,42 2.746.232,90 | 4.880.493,54
1.968.995,20 |  101.449,15 3.332.737,73 | 6.813.753,22

1.575.196,16 | 1.037.600,42 | 3.018.749,90 | 5.153.010,54

Change of fuel in i
106.644,24

ndustry PB: 0.11 yr.
16.549.621,36

25.967.536,57

2.392.992,77 | -3.187.506,09 -1.110.085,80 1.127.885,85

Guaranteed Savings Model 2.392.992,77 -62.386,36 1.421.485,27 3.020.036,45
ESCO Supplier Model 2.392.992,77 | -2.285.428,69 295.965,85 3.076.860,89
1.914.394,22 268.813,64 1.752.685,27 3.351.236,45

36.113.305,99

106.644,24

7.150.793,9

9 13.877.876,29

21.124.854,44

Development Finance ESCO Model 85.315,39

Public Lighting — Installing o

7.165.553,9

f Sodium Lighting PB: 2.21 yr.
56.615.775,42

9 13.892.636,29

96.818.705,40

21.139.614,44

143.606.768,09

16.229.789,90
Guaranteed Savings Model

72.221.284,60

100.251.796,02

133.926.706,90

16.229.789,90

30.798.379,70

56.577.599,84

87.827.230,65

16.229.789,90
Development Finance ESCO Model

12.983.831,92

74.921.524,60
Public Lighting — LED PB: 11.98 yr.

102.952.036,02

136.626.946,90

5.566.829,48 | -8.037.167,60 -3.551.988,45 1.279.823,31
Guaranteed Savings Model 5.566.829,48 -411.726,10 2.791.973,30 6.243.267,42
5.566.829,48 | -5.088.002,68 1.044.821,33 7.651.614,53
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Development Finance ESCO Model | 4.453.463,59 358.745,90 3.562.445,30 7.013.739,42

The values of the profit for all models are colored according to their comparison with the baseline. The
green numbers are above the baseline, while the red numbers are below the baseline and are
considered undesirable.

The first conclusion that can be gained from the above table is about the profitable projects according to

the simple payback. It can be seen that the upper value for the simple payback in the analyzed case
studies is 10 years.

The projects with simple payback below 5 years are extremely positive and promising and the EPS can
be created for relatively shorter periods (5-10 years contracts are economically justified).

Projects with simple payback periods from 5 to 10 years are showing also considerable potential for
ESCOs. In these cases, almost all models for ESCO can be used and the contracts can be still relatively
short (10+ years). There are exceptions in some of the models but if the contracts are 15 years, still the
project has significant potential.

Projects with simple payback period above 10 years showed that even though they can be implemented
successfully, it can be done only with contracts that have lengths of 20 years, which is a risk to the ESCO
and the user.

If the models themselves are analyzed, the ESCO as a Supplier model showed the most promising
results, even though that is strictly case by case analysis. The Shared Savings and Guaranteed Savings
Models have also shown significant potential, that can be even bigger if there is a possibility for
improving them with the Development Finance Model and if the loan can include some grant element in
the market.
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