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MFF / SMEFF:   Energy Efficiency Guidelines

Energy Efficiency Projects (EE Projects) are eligible under the Municipal Finance Facility (MFF) and the SME Finance Facility (SMEFF) following the signature of the amendments of the respective contribution agreements.

The overarching objective of the EE window is to stimulate energy efficiency investments and provide energy savings and/or emissions reductions. 
EE Projects must be submitted individually and separately from the "traditional" MFF and SMEFF projects, clearly indicating that they concern an EE Project. They will be implemented separately from the "traditional" MFF and SMEFF projects.
The eligibility criteria for EE projects are defined in the relevant contribution agreement, as amended by the inclusion of the new EE window. Taking into account the particularities of EE Projects and the technical specifications involved, and in order to facilitate a common approach for all IFIs as well as a coherent working framework for the Commission monitoring, these guidelines will constitute the basis for the technical assessment of future EE Projects. This guideline document is accompanied by a Frequently Asked Questions (FAQ) paper which forms an integral part of the Guideline.
These guidelines are drafted by the Secretariat, agreed in the Technical Meeting and approved by the Steering Committee of the facilities. They can be modified following the same procedure and through written procedure if appropriate.
The guidelines concern the following aspects:
1. Sub-Project implementation
2. EE Suppliers
3. Small scale renewable energy projects
4. Additional eligibility criteria
5. Consistent units of measurement
6. Reporting
1. Sub-Project implementation
The methodology below will be applied for energy efficiency sub-projects (EE Sub-Projects) in order to ensure a consistent implementation under all facilities:
(1) From the signature of the project agreement with the IFI, the financial intermediary shall promote the facility among possible end borrowers, with or without the support of consultants, in order to receive sub-loan applications for energy efficiency investments and to conclude EE Sub-Projects with such end borrowers.
(2) EE Sub-Project applications shall include:
(i)
(a) For buildings: An energy audit which includes the Energy Performance Coefficient (EPC)
 as well as recommendations for its cost-effective improvement. 
(b) For industrial projects, infrastructure/equipments projects or certain building projects not subject to an EPCB: an energy audit or equivalent study which will include the assessment of energy consumption and recommendations for its cost-effective improvement.
(c) For industrial projects and for infrastructure projects corresponding to clearly defined components related to energy use (to ensure eligibility under the municipal window such as water pumping stations), or for certain building projects not subject to an EPCB: an energy audit or equivalent study which will include the measurement of energy consumption and recommendations for its cost-effective improvement.
(ii) 
Evidence that the EE Sub-Project is consistent with the recommendations of the energy audit.
(iii) 
Expected value of the relevant energy indicator, as defined in the corresponding Contribution Agreement, to be achieved after completion of the EE Sub-Project.
(3)
EE Sub-Project Verification shall include the following documentation:

(i)
For buildings, Verification will include:


An EPCB
 after completion of the sub-project, comprising:
· The EPC after investment.
· Assessment on how the recommendations included in the energy audit, performed before the EE Sub-Project was started, have been fulfilled. If this is not the case, justification of the differences and evaluation of consequences.



The relevant energy (savings/emissions) indicator.

(ii)
For industrial projects, infrastructure/equipments projects or certain building projects not subject to an EPCB:


Evaluation on the completion and commissioning of the EE Sub-Project, confirming its compliance with the initial plans contained in the EE Sub-Project application. In case of deviation from those plans, justification of the differences and evaluation of consequences.


Copy of the acceptance certificate signed by the end borrower after conclusion of the commissioning tests.
The relevant energy indicator.
(4)
EE Sub-Project Acceptance by the financial intermediary will consist of:
(i)
Receipt of the Verification.
(ii)

Confirmation that the value of the relevant energy indicator is acceptable with respect to the EE Project agreement.
In the building sector the energy audit and the EPCB will be carried out in an independent manner by accredited experts by the beneficiary country, where available, or by any independent, qualified expert.

(5)
A special case may be foreseen for small scale investments of less than 
EUR 250 000, which are pre-qualified on the basis of a list of eligible measures and equipments (LEME), as eligible sub-projects. For these:

(i)
no individual study is performed at the sub-project level. 

(ii)
the deemed energy savings for each LEME item will be determined by the TA consultant on the basis of the performance of the item compared to business as usual baseline. 

(iii)
the verification process does not necessarily include a site-visit, but is instead a desk-based review of the documentary evidence supporting the use of proceeds of the sub-loan e.g. supplier invoice, installer invoice etc. 
2.
EE Suppliers
Business entities engaged in the manufacture, supply and/or installation of equipment, materials and technology which are necessary for the implementation of energy efficiency and/or renewable energy investments (“Energy Efficiency Suppliers”) are eligible to obtain financing for expansion investment needs of their business, in order to develop and ensure an adequate and reliable pool of manufacturers, suppliers and installers of energy efficient equipment, materials and technology. 
Sub-Loans granted by a PB/PLC to an Energy Efficiency Supplier shall be for the purpose of expanding the energy efficiency aspects of the business. The EE Consultant should ensure that the underlying investment shall consist of a coherent and clearly defined capital investment programme of a permanent nature. The PB/PLC will ensure that evidence to support this intended use of proceeds of the Sub-loan is maintained in the Sub-loan file.

Unless otherwise decided upon by the Steering Committee, a calculation of the relevant energy indicator will not be required in order to avoid the potential for "double-counting" of energy savings at a later stage.

No investment incentives will be paid to EE suppliers.

3.
Small-scale renewable energy projects
Small-scale renewable projects are eligible under the new EE windows and will take the form of investments integrated within an overall EE sub-project, or subject to specific eligibility criteria, as standalone projects in SMEFF.
Renewable energy investments shall be investments on the demand or supply side supporting electricity generation, heat production or cooling and satisfy either the specific criteria given within the relevant contribution agreement, or be detailed in the relevant project proposal and subject to specific Commission approval at either project or sub-project level.

Eligibility criteria will be harmonised to the extent possible through Steering committee guidance and where necessary in specific project, or sub-project, proposals.

4.
Additional eligibility criteria
In addition to the eligibility criteria set out in the relevant Contribution Agreement, the following criteria shall apply for EE Projects:
(1)

Energy Services Companies
 ("ESCO") can be eligible as end borrowers of the facilities provided that the energy performance contract
 - including a guarantee on a certain percentage of energy savings - signed between the ESCO and the end-user(s) ensures that the Investment Incentives
 paid to the ESCO are fully passed on to the end-user(s)
(2)
Infrastructure/equipment projects shall be eligible provided that the investments correspond to clearly defined components related to energy use. For example, water pumping stations under the municipal window.
5.
Consistent units of measurement
The Commission shall ensure a consistent implementation of EE Sub-Projects for all the IFIs.
(1) For buildings,subject to an EPCB the relevant energy indicator will be expressed in kWh/m2 of the habitable area and year. The habitable area of the building will be calculated according to the national legislation or, in its absence, is defined as the total floor area measured inside the outer walls excluding non-habitable cellars and unheated spaces, including the floor area on all storeys if more than one. For buildings not subject to an EPCB the ESR should apply.
(2) For other projects, the value of the relevant energy indicator will be indicated in the energy audit. In case there is a variation in the final production, the calculation of energy savings will be made per unit of production.
(3) For infrastructure/equipment projects, the relevant energy indicator will be indicated in the energy audit. In case there is a variation in the impact of the equipment, the calculation of energy savings will be made per unit of measurement for the relevant energy indicators. The applicable unit of measurement for each type of investment shall be consistent for all IFIs and must therefore be agreed between the Commission and the IFIs. Where a unit of measurement has not been specified for a particular type of investment, the concerned IFI will propose to the Commission the unit of measurement to be applied. Once agreed by the Commission, it will be communicated by the Secretariat to all the IFIs and confirmed in Technical Meetings.
6.
Reporting
A template for reporting is provided in annex 1.  

Attachments:

Annex 1:  Template for reporting

Annex 2:  Frequently Asked Questions

Annex 2: 

Frequently Asked Questions

IFI Facilities – Energy Efficiency  

Energy audits

1
Q: The contract refers to energy audits, however this term is not defined and there is some ambiguity as to the detailed nature of such evaluations.  What are the specific objectives and technical requirements?

A: The term energy audit should be understood to mean "a systematic procedure to obtain adequate knowledge of the existing energy consumption profile of a building or group of buildings, an industrial or commercial operation or installation or a private or public service, identify and quantify cost-effective energy savings opportunities, and report the findings".  It is understood that for some sub-projects such an evaluation may have already been carried out and relevant EE investment identified.  The complexity of the sub-projects varies considerably and it is not the intention of the Commission to be too prescriptive in this matter.  It is however important that the consultant ensures that the REUP adequately details the decisions taken in this respect and that the costs incurred reflect the level of work involved.

ESR
2
Q:  On what basis do we calculate the ESR or other relevant indicator?  Should it for example only be for the complete enterprise/building?

A:  the basis for calculating the ESR or other relevant indicator may be restricted to that part of the enterprise or building unit affected by the sub-project investment.

3
Q:  There is no specific mention of carbon savings in some MFF EE windows.  Does this mean that only the ESR applies?

A:  It has been agreed between relevant Commission services that the MFF and SMEFF EE windows should all provide for an eligibility criteria of specified energy savings, or an alternative eligibility of a reduction in greenhouse gases emissions measures in tonne equivalent of CO2 equal or greater than 20% as measured on an annual basis. 

 

4
Q: In this context, which kind of energy consumption is relevant: Primary energy, Secondary or Useful energy?

A: Depending upon the investment level, the most relevant/appropriate measure of energy consumption should be used.

5
Q: Verification according to section 4 (1) (d,e): the consultant assesses the way the sub-project has been implemented with respect to the planned project. The Consultant performs this assessment immediately after finishing the investment and on the basis of calculated figures, i.e. a proof of his calculations by measuring the energy consumption during future periods is not part of the verification. Such a real proof would prolong subprojects´ duration for at least one or two years. Is that right?

A: Yes. A rigorous proof of energy/CO2 savings would indeed require an analysis of one or two years however such a rigorous treatment is not specifically required by the legal base and indeed it is agreed that this may be unwarranted for such small projects.  Current practice is to accept verification on the basis of calculated savings.

6
Q: With regards to the role of Energy Efficiency Suppliers and to the wording of the CA we hold the view that energy efficiency suppliers are not required to fulfil the ESR. Is that right?

A: For Suppliers we have the possibility that such savings could result in double counting should we require such projects to include savings calculations.  It is therefore proposed that they be exempt.
Buildings Sector Sub-projects
7
Q:  Is an EPCB required for all buildings sector projects?

A: While all building sector projects should under normal circumstances result in an energy performance certificate, it is acknowledged that for certain sub-projects there may be reasons where this is not justified - for example, for certain partial rehabilitation, or buildings investments which form  part of an industry sub-project.  In such cases the normal methodology (energy audit, recommendations, verification) will be followed.  The circumstances relating to any such decisions should be clearly laid out when drafting the REUP.

8
Q:   What is the definition of the term "Buildings Sector Sub-projects" in Section 2 (2) (b)? Does it imply a special legal entity/form?

A: Building sector sub projects are investments in rehabilitation of existing buildings aimed at increasing energy efficiency.

9
Q: ESR for Buildings Sector Sub-projects: Can 30% ESR be achieved by a combination/energy mix of heat & power or is either or necessary?

A: an energy mix/combination.

10
Q: Which indicator has to be applied: ESR or EPI?

A: Any project requiring an EPCB will be based upon an EPI.  An ESR will be used for all other cases. DG ENER confirmed that ESR is the indicator to decide if a project is eligible, whereas EPI is useful for reporting reasons.

11
Q: What is the reason for different definitions under MFF and SMEFF EE window? SMEFF definition of Building Sector Sub-Projects contains more details. Should they not be aligned?

A: The definition given in the SMEFF should be used with the addition of "lighting" along with "heating, ventilation" etc.

12
Q: Must the process of transposing EPBD into local law be finished?

A: the revised definition given in FAQ  makes clear that there may be cases where the EPBD has not been transposed into local law.

13
Q:  How should we treat sub-projects which combine investments in buildings and industries?

A: As a general rule, this type of investment should be separated since the investments are of a different nature.  This should certainly be the case where an EPCB (or equivalent is required).  Where the investment cost associated with the building is less than 30% the two investments can be treated as a single industry project.  

14
Q: Under the EEFF there seems to be some confusion about the distinction between building and industrial sector. How can this be clarified?

A: See above question.
Energy Efficiency Suppliers

15
Q: Different from MFF, EE suppliers are not explicitly mentioned as eligible under SMEFF to take sub-loans under an EE project (not for Investment Incentives).

A: We suggest EE Suppliers as eligible under SMEFF to take sub-loans. They are mentioned under Section 4 (2) (f) and this provision indicates EE Suppliers´ eligibility for taking sub-loans.

16
Q: No ESR for Suppliers: with regards to the role of Energy efficiency suppliers and to the wording of the CA we hold the view that energy efficiency suppliers are not required to fulfil the ESR. Is that right?

A: For Suppliers we have the possibility that such savings could result in double counting should we require such projects to include savings calculations.  I would therefore propose that they be exempt however, this is something we need to discuss with all stakeholders.
17
Q: Can the calculation of energy savings be different between countries/ projects/banks?

A: In principle a common standard should be agreed on across, the facilities, Sponsors, countries, FIs, consultants.

Using vendor financing for the LEME/LESI approach 

18
Q:  Following a series of meetings with partner banks with a view to accelerate disbursements, vendor and/or its agencies financing was identified as a very good mechanism to speed up utilization of the facilities. 

A new innovative approach has been discussed with the PBs and the Consultants, whereby the PBs can lend directly to vendors and/or to the vendor's agents to enable them to term finance their clients for eligible equipment listed on the LEME. 

The vendor will provide records (copies of invoices or sales reports) to prove that the financed equipment is eligible under LEME and will maintain a reporting obligation towards the PBs and the IFI and have to agree that the final destination of funds will be SME’s and that verification consultant will conduct spot checks on a portfolio of sub loans.

This is a very effective instrument to bundle under one umbrella what would otherwise be thousands of small loans and it is more practical to set up and monitor by the PBs. We estimate this will enable us to achieve not only faster utilization rates but also will lower the costs associated with the technical assistance. Will this be eligible under all IFI facilities ?

A: Yes. IFI will  encourage the PBs and the Consultants to work together to develop structures which would enable a faster, simpler and more efficient way to process the small scale sub-projects, while making sure that all eligibility conditions and reporting requirements (towards IFIs and the Donors) are still met. 

As a result, “Vendor Financing" has been identified as a useful mechanism to speed up the utilisations under the Facility, and under such an arrangement:

· PBs on-lend directly to Vendors and/or to the Vendor's agents i.e. the Dealers (defined as eligible sub-borrowers) to enable them to term finance the end-users (i.e. the households and small SMEs) for eligible equipments listed on the LEME; 

· The Vendors provide records (copies of invoices or sales reports) to prove that the financed equipment is eligible under LEME;

The Vendors assume a reporting obligation towards the PBs and the IFIs to prove that the funds indeed reach households and SMEs as end-users.

19
Q: Could all IFI use one standard LEME list or one per country?

A: Such a methodology would be welcomed and will be pursued by normal governance mechanism.

Housing associations and housing cooperatives

20
Q: Are housing associations/cooperatives eligible for all Facilities?

A:  In principle yes, though there are certain restrictions depending upon the facility.  For example, under SME FF housing associations and or housing cooperatives must also fulfil the requirements of SME Recommendation (May 2003). 
21
Q:  In case of municipal finance facility, energy efficiency window, allow extension of eligible sub-borrowers to housing association and housing management companies that invest in energy efficiency/renewable energy measures in residential building, privately or publicly owned with the aim of an increase of energy performance. The investment should not be within the short or medium term.

Would this be acceptable?
A: Housing associations or housing management companies implementing an energy efficiency investment (including small renewable energy investment) in residential multifamily buildings owned by residents or municipalities are eligible. In case of housing associations, they shall meet relevant national regulations on housing associations and in case of housing management companies they should do business in accordance with national business regulations. However, real estate activities in own properties by these associations and housing management companies that imply a buy and sell activity with the aim of making profit in the short or medium term are not eligible. The definition of "speculation" up to the limit of five years should not be applied but the existing one fixed by DG ELARG and clarified during the last Technical Meeting on 07.04.2011 (agenda point  8, item F).

Renewable energy investments

22
Q:  Are small scale renewable energy projects eligible for all Facilities?

A:  Renewables are eligible to differing degrees for all other facilities with an EE window.

Broaden eligibility requirement for RES 

23
Q:  In the case of small hydro, current eligibility requirements are almost impossible to reach. 

Is it possible o make the requirement less strict, mainly for small plants. 

A: The rules will be aligned for all Sponsors.  [The proposed wording of the draft Guideline (section 3) allows for exemptions to restrictions given within the contract subject to case-by-case approval of Commission services.]

Investment cost
24
Q: Our Facility has a limit on investment cost, (3 kW/€ of investment costs for renewable sub-projects) however the CAs do not define investment cost.
A: the investment cost is excluding any taxes, duties, levies and other taxes associated with the investment.

25
Q: We assume that funds from IFI´s financing to its partner banks can provide up to 100% financing of investment costs of eligible sub-projects. 

A: Agreed.
26
Q: Following the wording of the EE-window, the real effective existing greenhouse gas emissions e.g. of a municipal bus fleet is considered as baseline and not any respective national standard as such. So, if a municipality should consider replacing old buses and the new ones allowed for a 20% reduction compared to the old ones in use this subproject should be eligible, provided the existing national minimum requirements do not call for a higher (>20%) reduction. Is that right? How is an existing national minimum requirement being defined?

A: In principle the savings are those from implementation of the investment, so for the case of replacement buses it is basically fuel savings. A 20% ISI would provide for an eligible subproject subject to the proviso you mention. The consultants should clarify any specific national requirements.

Eligibility requirements for new buildings

27
Q: Currently the CA state that Investments in new buildings subject to energy efficiency standards at country level are specifically excluded. It is suggested that eligibility requirements should also cover new buildings especially if these are built in a way to exceed significantly the energy performance required by current national regulations. This is aligned with the spirit of the recast EPBD.

Would this be acceptable?

A: New buildings are not eligible.

Real estate

28
Q:  Please clarify the restrictions applicable regarding real estate

A:  As clarified for the Facilities in general during the Technical Meeting, 18 October 2007, DG ELARG recalled that the rules (as included in the EEFF contribution agreement) exclude investment in real estate with the aim of making profit on sales in the short or medium term. EIB asked for a clarification where the threshold between short-term, medium-term and long-term profit (speculation) is. In addition they would like to know how to treat the renting of real estate. In response to EIB's question, DG ELARG replied that the renting of real estate is not considered as speculative.
Chairman's Conclusion n° 1:

Clarification of real estate activities has already been included in the EEFF contribution agreement ("CA") Art 8.3 (e) " The following investments are excluded – investment in real estate activities with the aim of making profit on sales in the short or medium term " and will be applied in the same way for future CAs or in case of amendments of existing CAs.

Incentives
Consultancy Costs (SMEFF, MFF)

29
Q: What is the meaning of "at country level" in Section 4 (1) (a)?

A: The term 'country level' was introduced in the EEFF2006 in the description of the programme and in particular the preparation and implementation of consultancy assistance.

Payment procedure for EE Consultant services according to Section 4 (1) (f)-(h):

30
Q: What about consultancy services already rendered (e.g. for feasibility study or energy audit) if European Commission does not accept the sub-project proposal? Who carries these costs? Must respective EU grants be repaid?

A: No, such costs are paid on the basis of the work performed in order to reach energy savings or emission reductions. They have to be paid in order to reach an acceptable implementation level of the facility increasing financing and reducing emissions. Reimbursement of EU grants for such sub-projects is not anticipated under normal circumstances.

31
Q: Companies are likely to approach the IFI facilities with investments that are at various stages of implementation. They may have feasibility studies and authorisations in place. This is particularly true of complex investments such as wind and hydro – that can take years to prepare. May they be financed using EU funds?

A: The amendment of the CA foresees the following:

"Eligible expenditures for financing shall meet the following requirements:

(a) Expenditure shall be eligible for financing as investment cost if it has been incurred after the Project agreement and Sub-project agreement have been signed. Expenditure for consultancy costs shall be eligible if it is incurred after the EE Consultancy Project agreement has been signed;"

and should be applied under the following conditions: 

The portion of the investment costs which will be used for calculation of grants should (materialise) happen after the EC project approval to the IFIs. For this relevant part of the investment (the sub-project) the requested energy savings should be reached following (after) the EC project approval if applicable. For certain projects the total savings of the whole investment could be considered if core parts of the investment have been realised after the project approval of the EC. 

32
Q: Can costs for project development / preparation be financed from EU-funds independent of the conclusion of a loan agreement?

A: See above, if agreed that cost may be accepted once the project has been approved, yes.

33
Q: Can consultancy costs, e.g. incurred for a feasibility study but apart from conclusion of a sub-loan agreement be financed from incentives in case a sub-loan agreement will be concluded later?

A: See above, if agreed that cost may be accepted once the project has been approved, yes.

34
Q: Will payment of costs only take place on presentation of invoices?

A: Yes 

35
Q: May costs for tender agents and for marketing be financed under consultancy services (marketing not mentioned under SMEFF EE)?

A: In principle yes if not against the CAs.

Energy Efficiency Consultancy Project Proposal (section 4 (1): Consultancy Costs can be paid according to an Energy Efficiency Consultancy Project Proposal. 

36
Q: What is the purpose and content of an EE Consultancy Project?

A: To determine the scope of consultancy for several project proposals with different banks.

37
Q: Is it independent from certain sub-projects? 

A: No. All projects under the EE-window need consultant work. Preparation, verifications, implementation of LEME etc.

38
Q: Shall it cover general EE issues which might be relevant for preparation of certain sub-projects (even if sub-projects will not be implemented)?

A: Preparation of EE projects are part of the EE-consultant's scope.

Provision of consultancy services prior to signature of sub-loan agreement: Payment modalities will be established in EE project Agreement (section 4 (g)/(f))

39
Q: Payment of consultancy services is possible prior to signature of sub-loan agreement if detailed in an EE project agreement ?

A: see above, under certain conditions, yes.

40
Q: Does this also apply to consultancy services paid as investment incentive to final borrower?

A. To be decided on a case by case basis.

Use of in-house expertise: 

41
Q: Can a feasibility study be rendered in-house?

A: Yes.

42
Q: Will payment of in-house expertise also be done on basis of invoices?


A: Yes, in-house cost statements.

43
Q: The scope of technical assistance assignments is not clearly defined and acceptance is not obtained from the bank before implementation.

A: The scope of the consultant project has to be clearly defined and in general acceptance from the bank is needed.

Project consultants

Recognition of the timeline and added value of consultants for complex projects

44
Very often projects entering the pipeline are in various stages of implementation (early stages). Sometime a contract with an equipment supplier has been signed or an advance payment was made to secure equipment. This is particularly true for complex investments such as CHP and specific technological/ production line upgrades. Also, RE investments require a long preparation time (licences, permits and grid-connection) and ordering equipment well in advance (in particular for wind and hydro). 

In most cases, there are still significant opportunities for consultants to add value by supporting enhanced processes, additional parallel investment recommendations (like control systems), benchmarking of optimal installation and operation post investment.

It is suggested that in the above mentioned cases sub project documents (such as REUP) will contain a background detailing timeline and stage of consultants’ involvement as well as justification for consultants’ involvement in sub project. 

Q: Is this acceptable?

A: Yes.  Also see answer nr.31

45
Q: How can the pricing / costing of REUP's be defined?

A: The Commission does not wish to be prescriptive on this matter but actual costs incurred must be reflected in the payment structure.  The cost of REUPs could have an upper limit but should reflect actual work performed by the consultants.

46
Q: Could a simplified Rational Energy Utilization Plan (minimum content to be agreed with IFI), in the case of small projects involving a combination of measures that would benefit of a study, be accepted?

A: Yes.

47
Q: Currently, for each Sub-project regardless of size, the project consultant prepares a comprehensive Rational Energy Utilization Plan (“REUP”) and, for some investments, also an Energy Audit as explicitly mandated in their Terms of Reference. Is this acceptable?

A: Yes.

48
Q: To what extend the consultant's reports have to provide the full background information?

A: The Commission will not be prescriptive in this matter and reporting should provide adequate detail.

49
Q: Under EEFF 2006 the CA Art 6 (1) (a) provides for consultancy costs to cover the expenditure related to feasibility studies and/or energy audits of sub-projects. Clearly pre-financing by the SME is not required and this would put an unnecessary financial burden on small companies to be obliged to pre-finance such audits.

Audit costs are usually covered through a dedicated consultancy contract and are combined with other forms of TA such as marketing & local bank support.  The CA requires the consultancy contract to include appropriate sanctions where obligations are not observed, including a cancellation and recovery clause. However the contracts do not foresee the recovery of such TA should the loan application fail (the audit must come before the application).  Indeed, if it did, the recovery cost would be rather high as it would need to factor in all related consultancy costs which would be prohibitive for most applicants.

A: A common approach for the IFIs concerned needs to be found and it is proposed that the audit costs will be covered by the consultancy contract and there will normally be no obligation on the SME to fund such audit costs if the sub-project in question is not considered viable by the PB. 

Verification consultants

50
Q: Should project invoices be included in the CVR?

A: For control purposes it is required that project invoices are included in the CVR.

51
Q: Are the same consultant company ex-ante and ex-post eligible as agreed in TM?

A: Yes.

Administration Fees

SMEFF 

52
Q: What is the difference between Flat Fee and Lump sum? 

A: They are the same

53
Q: Are both options (Flat Fee or Lump sum) payable upfront? What does upfront mean: payable before any sub loans agreed?  When will the fee be paid?

A:  On signature of sub-loan agreement for the investment before the investment.

54
Q: Is the choice of limiting the Fee amount either to 5000 EUR (SMEFF) per sub-project or to 5% of the sub loan amount valid for both options?
A: Yes. Max.5000 EUR or 5 % of sub-loan resulting in max. 50.000 EUR.

MFF
55
Q: No explicit ceiling and no express connection to sub loans?

A: There is indeed greater freedom in the wording in the amendment.

56
Q: Are both options (Flat Fee or Lump sum) payable upfront? What does upfront mean: payable before any sub loans agreed? When will the fee be paid?

A: On signature of sub-loan agreement for the investment before the investment .

57
Q: Can a partner institution request disbursement of up to 5% of the loan amount in one single amount at the very beginning of the project?

A: See above, if the sub-loans all have been signed, yes.

Incentive funding from other resources 

58
Q: Does this mean that our partner-banks in addition to incentives agreed under a KfW/CEB project also may receive funding from other IFIs for different projects if the required summary document for information is provided?

A: In principle yes as long as no double financing is involved and as long as the state aid rules (de minimis) are respected.

SMEFF rural sub-window

59
Q: Can funds from the SME rural sub-window 2003/2006 be used for projects under the Energy Efficiency Window?

A: Yes. On one hand, implementation of the rural sub window proved to be very challenging. On the other hand, the remaining funds may well be needed for EE projects. Moreover, the wording of our Contribution Agreements should allow for this option. All the remaining funds will be made available for EE projects according to the new amendment.

MFF 

60
Q: Why is leasing excluded under MFF?

A: It was not considered appropriate at the time and has not been added since. As this would require a change to the legal base, it is not now considered feasible.
61
Q: Could a sewage treatment plant of a municipal energy supplier be eligible under MFF?

A: Yes

State Aid
62
Q: Do the energy efficiency windows fall under STATE AID rules? 

A: The objective of State aid control, as laid down in the Treaty on the Functioning of the European Union, is to ensure that government interventions do not distort competition and intra-community trade. DG Competition was consulted on the EEFF and the amendments which provide for the SME FF and MFF energy efficiency windows. DG COMP advised that such investments in energy saving measures with the possibility of passing on incentives could be covered by the General block exemption Regulation, or the Community guidelines on State aid for environmental protection, if applicable. For further information on state aid we would recommend you to address questions to InfoComp@ec.europa.eu .
� Energy Performance Coefficient (EPC) of a building: The ratio of the annual energy consumption to the actual surface of the building expressed in KWh per square meter per year





� EPCB (Energy Performance Certificate of a Building): A certificate as defined in Directive 2002/91/EC of the European Parliament and of the Council of 16 December 2002 as amended, on the energy performance of buildings or any successor thereto.


� Energy Services Company ("ESCO"): A natural or legal person that delivers energy services and/or other�energy efficiency improvement measures in a user's facility or premises, and accepts some degree of financial�risk in so doing. The payment for the services delivered is based (either wholly or in part) on the achievement of�energy efficiency improvements and on the meeting of the other agreed performance criteria


� As defined in 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, or any successor thereto.


� Where a number of SMEs may benefit from an ESCO investment, in case the investment cost for each individual SME operation is separately identifiable, the grant benefit to each SME would be the same share as the pro-rata share of the total investment funded by the sub-loan to the ESCO. In case the investment cost for each SME’s operations is not separately identifiable the grant will be allocated between SMEs proportional to the energy savings to be achieved at the individual SME level compared to the total package of energy savings for the group of SMEs





