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Performance Contracting model

Activities and Status of the subtask

• BEA provided the PC model contracts as English version of the German 
model contracts (2 versions for street lighting, 1 version for indoor lighting) 
and the annexes via ELC (17.09.07) and again on 11.01.08 (together with the 
guidelines) to the municipal partners

• BEA supported the partners (subcontracting of legal experts) with a contract  
example for legal assistance service

• Discussion with Riga in January 08 during PMC meeting in Berlin 

• Discussion with Riga during last conference call 25.04.08: legal experts are 
working on draft, adaptation must be approved by decision makers of 
administrations

• municipality is in discussion with several ESCO’s

• draft of adapted model contract shall be presented/discussed during WSH on 
21th of May 

Subtask Development Performance Contracting model contract



SCOPE OF SERVICES

Performance Contracting model

Energy Services - Third Party Financing
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Saving Guarantee-Contract*

� construction- and services by the contractor are therefor e the conditions

� amortization follows by the achieved cost savings

� Client will be participated on the saving (immediately)  and will get a compensation
payment for non-achievement of the aim

� duration is be governd by saving potential, investment and  cost saving
participation

Energy consumption and oper. costs will be guaranteed r educed by contractor

Contract with original promise of guarantee
functional procurement (acc. to EC directive 2004/18/ EC and 
national procurement framework, e.g. VOB/A §3a or VOL /A §3a)

principle

Performance Contracting model

* on the example of the German model contract, based on the Hesse Contracting-guideline, lighting guidelines



Performance Contracting model

Saving Guarantee-Contract *

contents

* on the example of the German model contract, based on the Hesse Contracting-guideline, lighting guidelines

� saving and participation of the client on the saved opera ting costs

� investments (level and structur)

� energy-controlling-system (remote control / optimizati on)

� maintenance of energy saving measurements (e.g. accordi ng DIN 31051)

� user motivation indoor lighting (motivation / incentive s ystems e.g. in schools)

� keeping of agreements to the standards

� documentation

Guaranteed performance by contractor:



Performance Contracting model

Saving Guarantee-Contract

Risk sharing
� Risk of using

� carried by the owner of lighting system: in case of changing the use an adjustment of 
the guranteed saving will be carried out

� Risk of energy prices

� carried by the owner : protect the contractor against increasing prices and help the
building owner in cases of price cutting

� Technical risk

� Contractor carries the guarantee for the functioning, reliability und availability

� econmical risk

� Contractor carries the whole risk of his investment

� ownership

� The saving investments installed by the Contractor will become with the installation
and acceptance the property of the owner of the lighting system



Performance Contracting model

Differences Performance Contracting – PPP Model

Contract partners, Ownership
� Contract partners

� Performance Contracting (PC): contract between owner of the lighting
system or building (municipality) and ESCO

� PPP-Model: typically contract between a new foundet private joint venture
company (ESCO or other private company, public owner of the lighting
system or building) and the public owner of the lighting system or building, in 
other cases also like PC 

� Ownership of sites/buildings, systems/facilities

� PC: public ownership of the lighting system or building (municipality); the
saving investments installed by the Contractor will become with the
installation and acceptance the property of the owner of the lighting system

� PPP: public-private ownership of the lighting system or building/site (joint
venture company) 



Performance Contracting model

Differences Performance Contracting – PPP Model

Risk sharing, tender procedure
� Risk sharing

� PC: risk of using, risk of energy prices by the public owner, technical and 
economical risks by the ESCO

� PPP-Model: similar (risks by public owner or pp-company) 
� Tender procedure

� PC: functional tender, negotiation procedure (saving guarantee contract and 
awarding criteria are fix and content of the tender documents, 1 – 2 
negotiation rounds with pre-selcted bidders, which have submitted official
offers) – common for PC 

� PPP: functional tender, competetive dialogue (criteria and contract issues will 
be discussed between client and pre-selected companies during the dialogue
phase, the companies will be asked for official offers after the dialogue phase
(based on the results of dialogue) – common for very complex and large 
projects



In the lighting sector basically three different mo dels of contracting can be 
differentiated:

� Lighting contracting (facility contracting)

� Light contracting (light supply contracting)

� Performance contracting (energy saving contracting)

Ownership as additional criteria: service models (the lightin g system remains in the 

ownership of the municipality), a complete transfer  of the system to the ESCO or 

a combination of both models

Differentiation of Public Private Partnership

Performance Contracting model



Performance contractingSupply contracting”Facility” contractingType of contract

Contracting rate as remuneration for the 
(guaranteed) operation (energy, 
maintenance) cost savings achieved

All costs for the supplied light 
(contracting rate with basic 
and working price)

Contracting rate as 
remuneration for the 
service

Financing 

Financing, Planning, installation,  
maintenance and support of specific 
saving measures (operation costs), 
additional services like training 
measures

Financing, Planning of the 
refurbishment, 
Installation and  maintenance,

Additionally:
Whole operation of the lighting 
points including purchasing of 
the energy (electricity/gas)

Financing, Planning of the 
refurbishment, 
Installation and  
maintenance 

Services

Energy saving measures (rationalisation 
investment in the whole lighting 
system)

(total) Refurbishment of the lighting 
devices and additionally the 
operation of the lighting

(single) Refurbishment of 
the lighting devices

Application

Performance contracting  (Saving 
Contracting)

Light contracting
(Light supply contracting)

Lighting contracting

Differentiation of Public Private Partnership

Performance Contracting model
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Model Tukums: Light Supply Contracting

The PPP model in the municipality of Tukums, Latvia i s a Light Supply 
Contracting with following essentials: 

• Long – term Contracting relation between the ESCO an d Tukums (10 years, 
2002 -2012)

• Exchange of luminaries in 21 km of main streets (in  all inner and small 
streets), 845 light points have been replaced

• Installation of new street lighting system in 2,7km  of main streets
• Change of distribution panels

• Total project costs for efficient lighting project in Tukums amount 395.000 
�  (Financing model: subsidy from Tukums Council: 127. 000 �  as bank loan, 
contribution from ESCO: 268.000 � , of which 136.000 �  loan from LEIF –
Latvian Environmental Investment fund, and 132.000 �  private bank loan)

• The estimated savings are 630.000 kWh/a (about 37.0 00 �  in 2002) and 365 t 
CO2 reduction/a
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Model Prague: Light Supply Contracting (ESCO Eltodo)

The PPP model is a Light Supply Contracting combined with a leasing model
with following essentials: 

• Long – term Contracting relation between the ESCO (E LTODO - CITELUM) and city 
of Prague (15 years, 1999-2013). 

• ESCO provides administration, maintenance, operatio n of public lighting (and town 
clocks) and purchasing of electrical energy.

• ESCO makes investments in renovation of devices of public lighting network 
(renewing of at least 30% of the devices during fir st 5 years of contract).

• Periodical exchange of light sources by the ESCO.
• Remuneration of the ESCO services via a Contracting  rate (sum of negotiated 

working price for operating, managing, maintenance services including energy 
consumption costs and basic price per lighting poin t for whole activities) by 
municipal authority. 

• Devices of public lighting network remain in proper ty of municipal authority, but are 
leased to the ESCO for a yearly leasing rate.

• Municipal authority provides controlling activity.
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Model Prague: Light Supply Contracting (ESCO Eltodo)


