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 Inception Report 
 Developing a financial mechanism for the 

Commonwealth of Dominica’s renewable 
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public sector through pilot installations 
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solar photovoltaic technologies in streets, outdoor 
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1 Project summary 
 

Country Commonwealth of Dominica 

 

Project Manager Kimisha Thomas (Kimisha.thomas@undp.org), National Project 

Coordinator, UNDP 

 

 

Objective  Develop financial mechanism for the renewable energy and energy 

efficiency project in the public sector through pilot installations 

 

Deliverables, Outcomes & Outputs  

1 Following an initial meeting with key stakeholders1 and desk review 

of relevant documents2, develop an inception report and work plan 

to complete assigned tasks within the allotted time frame. 

2 Conduct a feasibility study of financial mechanisms for scaling up 

renewable energy (RE) investments and based on the findings, 

provide recommendations for energy performance contract (EPC) 

and/or other viable arrangements. 

3 Develop and deliver a training program to support EPC pilot 

participants  with the “onboarding” process. Curriculum topics should 

be included in the training program design. 

4 Preparation of an Energy Performance Contract template for energy 

service companies (ESCOs) using the findings from the feasibility 

study. 

 

Additional scope Analyze and address barriers to key drivers in the ramp-up of the financial 

mechanism for renewable energy technologies and energy efficiency, 

including applicable, innovative solutions in addition to EPCs.  

 

1 Key stakeholders may include the Ministry of Finance, Ministry of Public Works, Independent Regulatory Commission and Energy 

Service Companies 
2 Such as, but not limited to UNDP LCDP project document, institutional strategies, implementation frameworks, GCOD policies 

and applicable regulations 
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Support the Chief Technical Advisor (CTA) in different verticals and 

contexts: 

• Public private partnerships (PPPs) 

• Climate change trust fund (CCTF) 

• Feedback on the Climate Change, Environment and Natural Resource 

Management bill 

 

Duration The project runs from 29 July 2020 to 15 November 2020. Details in the 

accompanying Workplan. 

 

Stakeholders  Key stakeholders may include Ministry for Environment, Rural 

Modernization and Kalinago Upliftment, Ministry of Finance, Ministry of 

Public Works, Independent Regulatory Commission (IRC) and Energy 

Service Companies. In addition, the Ministry of Health and Environment 

and the Ministry of Trade, Energy and Employment. 

 Other prospective stakeholders include international finance institutions, 

development finance institutions and multilateral funds. 

 

Total Budget US$ 67,500 

 

Key beneficiaries  The direct beneficiaries will be the Government of the Commonwealth of 

Dominica’s ministries that are engaged as stakeholders. Indirect 

beneficiaries will be government agencies, businesses and households 

who have increased access to more affordable clean energy and energy 

efficiency products and services. 
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2 Project background 
The Commonwealth of Dominica has an area of 754 km2 and a population of 71,625 (in 2018). It is in 

the category of Small Island Developing States (SIDS) located in the Lesser Antilles. As noted by the 

Minister for Environment, Rural Modernization and Kalinago Upliftment, following the devastation 

caused by Hurricane Maria, Dominica is striving to become the world’s first climate-resilient country.3 

And while, for the country’s population, this needs to be reflected in infrastructure investments (e.g.  

via loans from the Green Climate Fund), it also needs to be reflected in clean energy products that 

directly benefit the end-user context, e.g. solar PV. 

Dominica has some of the world’s highest electricity costs due to its dependence on imported fossil 

fuels for power generation. In 2015, electricity rates in Dominica were US$ 0.39 per kilowatt-hour 

(kWh), higher than the Caribbean regional average of US$ 0.33/kWh.4 

 

Dominica 

Electricity  tariffs 2015 

(per kWh) 

Residential US$ 0.384 

Commercial US$ 0.381-$ 0.411 

Industrial US$ 0.375 

  

Dominica’s reliance on imported fossil fuels exposes it to myriad risks including price shocks that 

affect the cost of electricity and can cause interruptions to supply. In addition to traditional fuel 

sources, approximately 27.5% of electricity supply comes from the country’s hydroelectric plants. 

The country has a single utility: Dominica Electricity Services Limited (DOMLEC). The Ministry of 

Trade, Energy and Employment provides oversight to the development of energy generation 

projects. 

Energy Consumption by Sector, Dominica (2015) 

 
Source: National Renewable Energy Laboratory, US Dept of Energy 

 

 

 

 

 
 

3 National Geographic, 2019. (https://www.nationalgeographic.com/science/2019/11/dominica-on-track-to-be-worlds-first-climate-re-

silient-nation/) 
4 National Renewable Energy Laboratory (NREL), US Department of Energy, Energy Transition Initiative, Islands, 2015 
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Energy Mix, Dominica (2015) 

 
Source: National Renewable Energy Laboratory, US Dept of Energy 

Attempts to implement and scale clean, low-carbon technologies have had relatively little traction 

due to a lack of incentives at DOMLEC and also the need for upfront investment that accompanies 

renewable energy and resource-efficient solutions, including their integration into the existing supply 

mix. There is also competition among technologies with a significant amount of focus on geothermal. 

On the policy and engagement frontier, Dominica has enacted a number of green transition directives 

including the Low Carbon Climate Resilience Strategy, Draft National Sustainable Energy Plan, 

National Resilience Development Strategy and the multi-donor Sustainable and Renewable Energy 

Policy . The Low Carbon Development Project (LCDP) complements these strategies, with the central 

target of eliminating the barriers that impede the rollout of resource-efficient applications and 

energy (e.g.  solar photovoltaic technologies) in streets, shared outdoor spaces and public buildings.  

In addition, the LCDP is designed to deliver on core areas that emphasize:  

- Improved knowledge, awareness and institutional capacity on Energy Efficient applications and 

Renewable Energy Technologies, i.e. solar PV through demonstrations of their deployment; 

- The attending options for EE and RET financing, i.e. Energy Performance Contracting 

methodology and model; and 

- Plans for scaled-up investments in energy efficiency products and renewable energy technologies 

for specific communities. This includes establishment of a Climate Change Trust Fund (CCTF) to 

finance the implementation of energy efficiency measures and renewable energy installations; 

and the requisite seed funding for the CCTF facility. 

 

3 Inception phase 
Key activities undertaken during the inception phase have included reviews of: 

3.1 Institutional arrangements 
 

- Review of mission with National Project Coordinator 

- Assessment of project context within Dominica and with reference to the Eastern 

Caribbean economy with project team 

- Engagement with Minister for Environment, Rural Modernisation and Kalinago 

Upliftment, UNDP cohorts and project team 
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3.2 Operational planning  
 

- Review of assignment deliverables 

• Following an initial meeting with key stakeholders5 and desk review of relevant 

documents6, develop an inception report and work plan to complete assigned 

tasks within the allotted time frame. 

• Conduct a feasibility study of financial mechanisms for scaling up renewable energy 

(RE) investments and based on the findings, provide recommendations for energy 

performance contract (EPC) and/or other viable arrangements. 

• Develop and deliver a training program to support EPC pilot participants  with the 

“onboarding” process. Curriculum topics should be included in the training program 

design. 

• Preparation of an Energy Performance Contract template for energy service 

companies (ESCOs) using the findings from the feasibility study 

- Expectations for workplan 

- Draft workplan 

- Rationalization and alignment of workplan with Chief Technical Advisor’s workplan 

under the auspices of—and approval of—the National Project Coordinator 

 

3.3 Initial review 
 

Desk study – provide the necessary rationale to pursue an EPC for implementing EE applications 

and RE installations without drawing from public operating or capital expenditure budgets, and to 

find partners willing to share in the risks of RE and EE installations. 

EPC Workshop – identify the viable decisionmakers and stakeholders and ensure they are engaged. 

EPC Template – provide recommended implementation arrangements to map and expedite rollout 

of the EPC template for EE and RE installations. 

Trust fund (support) – accelerate the establishment of the CCTF including assistance to define the 

utility of the funds for the purposes of EE products and RE technology diffusion into commercial 

and residential sectors. CCTF funds can be used to cover upfront developmental costs, and loan 

guarantees and partial loan finance. The energy finance expert consultancy needs to establish 
 

5 Key stakeholders may include the Ministry of Finance, Ministry of Public Works, Independent Regulatory Commission (IRC) and 

Energy Service Companies 
6 Such as, but not limited to UNDP LCDP project document, institutional strategies, implementation frameworks, GCOD policies 

and applicable regulations 
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sources of financing for the CCTF, for example from the Green Climate Fund, World Bank, Inter-

American Development Bank, Caribbean Development Bank and potentially through commercial 

sources. In addition, this consultancy assignment will support the CTA in developing a roadmap for 

the CCTF.  

Finance context – cost of installed solar PV in Dominica is US$ 3.00-5.50 / watt with a battery 

storage system. Assuming that a 2.5 kW installation is required for each household, a US$ 7,500 

investment would be required which may be difficult to finance for a large number of households 

in Dominica. 

 

3.4 Indicative finance-related barriers  
 

Initial review of direct and indirect barriers to energy finance strengthening in Dominica includes: 

- Lack of institutional capacity to drive the low-carbon agenda: no energy champions to promote 

climate-contributive development; and lack of knowledge of risk profiles for clean energy and 

climate projects 

- Lack of institutional knowledge extends to green buildings and efficient lighting and 

background in financial risks, trade-offs and opportunities which lead to sub-optimal lending 

terms that feature high interest rates, short tenors, mismatched collateral, etc. 

- And while Dominica has made modest progress in improving the availability and accessibility 

to financing for RE and EE, there remains a lack of awareness among lenders on the benefits 

and financial performance of RE/EE technologies. 

There are a number of recommendations for addressing and removing finance-related barriers: 

- Public-private partnerships 

- Viable financing structure for e.g. energy performance contracts (to be expanded upon in the 

feasibility study that is part of the assignment): 

• Contributions from project 

• Coverage by ESCO 

• Seed finance from government  

- Like much of the Caribbean region, Dominica has some basis for the ESCO model, including at 

least one operating energy service company.  

 

3.5 Risks 
 

Several potential, primary barriers to implementation related to this assignment have been 

identified. Accompanying resolutions have also been mapped. 
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Risk Risk Category Mitigating Actions 

Lower fossil fuel 

prices reduce 

government 

urgency on RE and 

EE priorities 

Low - The Project maps financing elements for 

implementing Dominica’s LCDP and CCTF 

creating an enabling framework for financing 

low carbon development 

- RE and EE have both exhibited declining costs 

and price stability trends  

- Fossil fuel pricing remains volatile which 

further reinforces a commitment to RE and EE 

Tentative response 

from stakeholders 

to the Energy 

Performance 

Contracting 

information and 

training sequence 

Low The Project has direct support from the Ministry 

for Environment, Rural Modernisation and 

Kalinago Upliftment. Engagement (content, 

workshops, etc) with respect to RE and EE design, 

finance as well as the development of the CCTF 

will benefit from this support and is expected to 

eliminate any paucity, or slow, responsiveness to 

engagement. 

Capitalizing CCTF Moderate The Project needs to develop the model for seed 

financing for the CCTF which will be used for 

catalyzing RE and EE project development. The 

potential to identify and unlock sources of 

finance and funding for the CCTF depends on the 

integrity of the Trust Fund model and its fit in the 

Dominica context. The CCTF can be modeled on 

other trust funds that have successfully been 

established (under similar circumstances to 

Dominica).  The responsive structure of the CCTF 

to the EE and RE context will increase the 

likelihood of donors and funders (public and 

private) to commit capital to the CCTF. 

 

 

3.6 Organisations   
 

A number of organisations will be included in the network of this assignment both directly and 

indirectly. The assignment will seek to develop knowledge-value for all organisations that are 

engaged as stakeholders. 

- DOMLEC—Dominica Electric Power Company (51% owned by Canadian firm; other 

shareholders Dominica social security) 

- Ministry of Trade, Energy and Employment 

- IRC—Independent Regulatory Commission 

- Ministry for Environment, Rural Modernisation and Kalinago Upliftment 

- Ministry of Finance and Investment 

- Ministry of Public Works and Ports  
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- EMS Limited—a Dominica-based ESCO (energy efficiency and PV panels) 

- Finance institutions (e.g. Caribbean Development Bank, Green Climate Fund, World 

Bank, Inter-American Development Bank,  
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4 Theory of Change    
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Outputs 

Key stakeholders have 

enhanced knowledge, 

structure and capacity 

to: 

• Pilot and employ EPCs 

to enhance  

• Pursue blend of 

finance and funding 

solutions  

• Scale energy financing 

solutions to contribute 

to Dominica’s 

reduction in exposure 

to fossil fuels 

• ESCO economy 

catalyzed 

Second-order outcomes Impact 

EE / RET financing is 

scaled and the accom-

panying energy network 

is expanded  

• PPPs 

• ESCOs 

End-users:  

government buildings 

and public spaces 

benefit from clean and 

efficient energy 

solutions 

Financing solutions 

evolve to accommodate 

households directly 

making clean affordable 

energy solutions viable 

across Dominica 

Sphere of action More direct influence     More indirect influence  Sphere of interest 

Energy finance (EPC)  

model & methods 

adopted, practiced  

Key stakeholders from 

government, public, pri-

vate contexts effectively 

apply knowledge and 

tools to intensify clean 

energy solutions in the 

economy 

Clean energy finance 

solutions extend geo-

graphically and inten-

sifies with increasing 

interest from private 

sources of investment 

and international 

sources of investment 

Additional investment 

crowds-in to Dominica 

via ESCOs, DFIs, IFIs 

and NFIs 

First-order outcomes 
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4.1 Theory of Change context 
 

In the Inception Phase, a Theory of Change7 was developed in order to articulate the target, 

ambition and logical flow of the assignment’s intended approach. This Theory of Change is 

predicated on coordinated action in the following ways: 

Project level | The project team constitutes an entity for executing critical deliverables and 

eliminating mainline barriers such that energy efficiency products and practices and renewable 

energy technologies can be piloted, implemented, diffused and scaled. Within the project team, 

it is critical that information and knowledge integrate seamlessly in order for energy finance 

deliverables to align with energy-related technical and policy elements.  

Institutional level | The energy finance assignment will develop solutions as defined by UNDP 

and the National Project Coordinator. Outputs will be curated to fit stakeholders within the 

evolving energy ecosystem in Dominica, e.g. Energy Performance Contracting for efficient 

products such as LEDs in public contexts and solar photovoltaic installations. In addition, they 

will reflect the policies and products, e.g. the country’s Low Carbon Development Path and 

Climate Change Trust Fund. 

Stakeholder level | This assignment aims to advise and guide stakeholders in their to clean 

energy by demonstrating, sharing and reinforcing content and knowledge of financing practices, 

financial products and sources of finance.  

 

 

 

7 Theory of Change used here builds on a model from the ILO, a UN agency 
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Feasibility study of financial 

mechanisms for scaling up 

RE investments in Dominica 
  

 

 Provide recommendations for 

Energy Performance Contracting 

and/or other viable 

arrangements 

 

 

     

  17. MARTS 2021   
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1 Abbreviations 

AP  Action plan 

DOMLEC  Dominican Electricity Services Ltd. 

ESCO  Energy Service Company 

EPC  Energy Performance Contract 

GCF  Green Climate Fund  

GEF  Global Environment Facility 

GHG  Greenhouse Gas 

LFI  Local Finance Institution 

IFI  International Finance Institution  

NFI  National Finance Institution 

TA  Technical Assistance 
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2 Overview 

This feasibility study, prepared for UNDP Dominica, analyses energy performance contracting and 

related financing solutions for the Commonwealth of Dominica. The analysis considers energy 

efficiency and renewable energy solutions for the public sector including existing and new buildings 

and technologies, particularly solar photovoltaic installations. In addition to key findings, the report 

includes comparative assessments and guidelines for a methodology and recommendations.  

The report shows that a shared savings energy performance contract model appears to be an 

especially good fit for the Dominica context with strong potential for attracting financing and 

maximising impact. The contents are intended to foster activity in energy performance contracting in 

the Commonwealth and to catalyse baseline financing, including from international finance institutions 

such as the Inter-American Development Bank, Caribbean Development Bank, the Green Climate Fund, 

the Global Environment Facility and domestic, regional and international commercial sources. 

  

Figure: Dominica energy performance contracting network (recommended)1 

 

 

3 Introduction 

Clean energy and energy efficiency projects carry the inherent risk that the benefits they are intended 

to generate do not materialize as planned. Energy performance contracts (EPCs) address that 

uncertainty by guaranteeing that measurable energy savings (or generation) will be achieved; and if 

not, the costs will be assumed by a third party. In effect, EPCs transfer the energy project performance 

 

1 NIRAS, adapted from UNDP Environmental Finance Services and EU Towards Transparent Energy Performance Contracting 

Markets (Transparense), 2015 

DocuSign Envelope ID: C80B71C9-0BD1-49BA-9B5E-1BD0FAF9B8A5



 

 

Dominica EPC Feasibility   17. marts 2021  Client: UNDP 

6 

risk to service providers, contractors and suppliers. An important principle of energy performance 

contracting is that the investments in more efficient or cleaner energy technologies are paid for over 

time and factored by the value of energy savings that are attained. Further, such savings (or revenue 

generation in the case of rooftop solar installations) will cover the upfront costs of clean energy 

investments. Capturing upfront costs is critical because typically these are barriers to making green 

improvements.  

Under an energy performance contract, a service provider such as an energy service company (ESCO) 

implements a project to deliver energy efficiency, or renewable energy, solutions and uses the stream 

of income from the cost savings, or the renewable energy produced (monetized through savings versus 

diesel or through feed-in tariffs), to repay the costs of the project. Essentially, the ESCO will not receive 

its payment unless the project delivers the energy results as contracted.  

Dominica is targeting the implementation of energy efficiency mechanisms in government and 

commercial buildings. It also has the ambition to introduce or enhance renewable energy into its supply 

mix, for instance, through the installation of solar PV panels on rooftops of government and 

commercial buildings or facilities. The Commonwealth’s Draft National Energy Policy references energy 
efficiency capacity measures include public education programs; encouraging consumers to use energy-

efficient appliances; encouraging appliance suppliers to import reliable and energy-efficient appliances; 

requiring energy labelling on appliances; establishing building efficiency standards; encouraging energy 

audits (for hotels and households); encouraging equipment retrofits in homes and commercial 

buildings; developing an energy-efficiency equipment-retrofit plan for public buildings and streetlights.2 

Dominica also has a rich amount of clean energy resources with the greatest commercial potential in 

the Lesser Antilles. These include solar PV, hydro, geothermal and wind. Any power generated from 

these technologies—on a commercial or utility scale—could be exported regionally  

Key elements: 

• An energy service company undertakes the energy efficiency or renewable energy development 

project 

• A contract between the service provider and the property owner needs to be structured based 

on outcomes so that compensation is based on demonstrated performance 

• There is a viable method for measuring and verifying energy generation (e.g. solar photovoltaic) 

or energy savings 

The approach is based on the transfer of technical risks from the client to the ESCO based on 

performance guarantees given by the ESCO. Under an energy performance contract, the service 

provider’s remuneration is based on demonstrated performance; a measure of performance is the level 

of energy savings or energy service. An EPC is a means to deliver infrastructure improvements to 

facilities that lack energy engineering skills, manpower or management time, capital funding, 

understanding of risk, or technology information. Cash-poor, yet creditworthy customers are therefore 

good potential clients for an EPC.3  

 

2 Swedish Energy Agency, Best practice in utilizing energy and climate policies to develop NDC mitigation targets in the Caribbean, 

2018 
3 Energy Performance Contracting, Joint Research Centre, European Commission, updated Sept 2020  
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The main emphasis is on implementing EE investments aimed at reducing the energy consumption in 

physical terms as opposed to simply trying to decrease the energy bill in financial terms (e.g. through 

renegotiating the energy supply conditions). The integration of Renewable Energy Sources often 

features in such investments; and savings-based EE services are delivered. Performance risks are 

transferred to the private sector partner through adequate financing mechanisms that ensure a 

guaranteed level of energy savings. 

3.1 Energy performance contracts 

Most agreements between customers and ESCOs are underpinned by energy performance contracts. 

The EPC commits the ESCO to installing energy savings (or renewable energy) equipment; provides a 

performance guarantee; and establishes the terms for payments to the ESCO. These payments are 

intended to be less than the financial savings realized by the project. The two most common types of 

EPCs are referred to as a (1) shared savings or (2) guaranteed savings model.4 

Under an EPC, the owner of a facility engages a contractor to design and deliver energy efficiency 

measures. EPCs usually require the contractor to perform all necessary works to implement the 

identified efficiency measures. Such works may involve investment, such as a capital expenditure, in 

construction or equipment, the provision of necessary funding and the delivery of related services. 

EPCs can contain elements of rental, service, leasing, purchase and loan arrangements, which makes 

them inherently complex.5 

In the context of an EPC, the contractor (ESCO) generally finances and undertakes an initial capital 

investment in order to improve the energy efficiency of an existing facility. Energy efficiency measures 

can concern new and/or upgraded equipment as well as other improvements. The capital investment 

undertaken can be in removable assets and/or nonremovable assets. The remuneration of the EPC-

contractor is linked to the energy savings achieved through the upgraded equipment and structures 

and through the other measures carried out.6 

The capital expenditure undertaken by the EPC contractor is repaid from the revenues it realizes over 

the duration of the EPC contract. Furthermore, the contractor (ESCO) decides which assets are to be 

installed and when they should be replaced or changed during the term of the contract. In the case 

where the necessary savings were not achieved as contracted, the service provider (e.g. ESCO) is on the 

hook to cover loss. After the contract ends, all benefits related to the cost savings accrue to the client 

(in Dominica, this would be the government or commercial property owner).7 

3.2 Key characteristics of energy performance contracting projects8 

• Turnkey service: The EPC provider delivers all the services required to design and implement a 

comprehensive energy saving project at the customer‘s facility, from initial energy audit to 
measurement and verification of savings. 

 

4 International Energy Agency (IEA), Energy service companies (ESCOs), 2018 
5 Winther, T., et al. Journal of Energy Efficiency. Energy performance contracting (EPC): a suitable mechanism for achieving energy 

savings in housing cooperatives? Results from a Norwegian pilot project 
6 Sustainable Energy Authority of Ireland, A Guide to Energy Performance Contracts and Guarantees 
7 The Statistical Treatment of Energy Performance Contracts, European Commission, Dec 2019 

8 EU, Energy Performance Contracting Manual, Transparense, 2013 

DocuSign Envelope ID: C80B71C9-0BD1-49BA-9B5E-1BD0FAF9B8A5



 

 

Dominica EPC Feasibility   17. marts 2021  Client: UNDP 

8 

• No need for up-front capital: Energy efficiency investments are repaid directly from energy 

savings and related financial savings, so there is no need for upfront capital from the customer. 

• Risks for customers minimised: The EPC provider assumes the contractually agreed performance 

risks of the project. 

• Savings guaranteed: The EPC provider guarantees the achievement of the contractually agreed 

level of savings and is obliged to compensate savings shortfalls. 

• Support in securing financing: The capital to finance the EPC project can either be supplied out of 

the client‘s own funds or by the EPC provider or a third party. 

• Financing by the EPC provider is an option, not a necessary part of the EPC project. 

3.3 Energy efficiency EPC 

Energy performance contracting is most common as a market solution for energy efficiency in 

buildings. In addition to delivering energy savings, EPCs have inherent economic benefits such as 

fostering public private partnerships, transferring project risks to the private sector, use of innovative 

financing solutions.  

Note that energy efficiency projects for buildings or facilities are not necessarily ‘big ticket’ projects as 
compared to large-scale renewable energy installations like wind, hydro or concentrating solar arrays. 

In fact, the most common size of energy efficiency projects (lighting, insulation, window upgrades) in 

Europe is between €200,000 to €500,000.  

 

Figure: EPC project sizes (in Euros)9 

 

3.4 Solar PV EPC 

While performance contracts have not traditionally incorporated renewable energy systems, contracts 

have increasingly incorporated photovoltaic (PV) systems as part of an overall building energy service 

strategy.10  

For the Dominica context, there are several options for financing a photovoltaic system. These include 

(1) purchasing, owning and operating the system where the Dominica client would be responsible for 

 

9 NIRAS, via EU Towards Transparent Energy Performance Contracting Markets (Transparense), 2015 
10 Rickerson, Integrating PV into Performance Contracts: Barriers and Trends, 2004 
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all elements of operation and takes on all the risk, while reaping all benefits; (2) leasing the system 

where the Dominica client is responsible for system performance while paying a monthly fee to the 

owner; and (3) the Dominica client contracts with an energy service company. The ESCO develops and 

owns the system and is responsible for its design, installation, operation and performance—the client 

buys the generated energy from the ESCO under contracted terms and timelines.  

In the third option above, an ESCO owns the PV system and is responsible for its acquisition, 

installation, operation and maintenance. The system is installed with the objective to supply sufficient 

generated energy to the client, which pays the ESCO for each generated unit (measured in kWh). If the 

generated energy exceeds client demand, it can be sold into the power grid, assuming such connection 

is in place.11 

Advantages of the photovoltaic ESCO model to the Dominica client: 

• No (or low) initial investment. 

• Low overhead since ESCO is responsible for the system’s operation and maintenance. 

• Risk management transferred to the ESCO. 

• Client only pays for the generated energy. 

• An additional advantage is that the expertise and scale of the ESCO can equate to better, more 

efficient management of the PV system than if the client managed it directly. 

 

Figure: Guaranteed Savings Contract (solar)12 

 

 

 

4 The clean energy context in Dominica 

Like much of the Caribbean Community, Dominica is heavily reliant on imported fossil fuels, especially 

for use in transportation. The Commonwealth has an installed capacity of 26.74 MW (2017) consisting 

of 6.64MW of hydropower and 20.1 MW of diesel-powered units (more than 70% of total). The annual 

 

11 ESCO Business Model: For the creation of photovoltaic (PV) energy for self-consumption and injection of the excess energy into 

the grid in accordance with Chilean law, GIZ, 2016 
12 ESCO Business Model: For the creation of photovoltaic (PV) energy for self-consumption and injection of the excess energy into 

the grid in accordance with Chilean law, GIZ, 2016 
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cost of its imported diesel has been estimated at EC$116.65 million (US$43.39 million)—nearly 12% of 

GDP.13  

Its high electricity costs (the highest in the Caribbean) constitute a real obstacle for numerous sectors, 

with the direct and indirect consequence of curtailing growth and parallel activities linked to the 

country’s sustainable development.14 The 2015 electricity rates in Dominica were $0.39 per kilowatt-

hour (kWh) that is higher for commercial customers, higher than the Caribbean regional average of 

US$0.33/kWh. Grenada ($0.34/kWh and $0.44/kWh for commercial), St Lucia ($0.33/kWh), St Vincent 

US$0.26/ kWh. 

 

Like many island nations, Dominica is reliant on imported fossil fuels, leaving it vulnerable to global oil 

price fluctuations that directly impact the cost of electricity.  

However, Dominica is not as reliant on imported fossil fuels as other islands in the region with 

approximately 28% of its installed capacity covered by renewables (mainly hydropower). And in 

addition to hydropower, the country possesses significant potential in geothermal, solar photovoltaic 

and wind. 

 

Figure: Energy Consumption in Dominica15 

 

 

Dominica has implemented several energy efficiency and renewable energy projects to date, 

including:16 

 

13 World Bank, 2014 
14 Ministry of Environment, Rural Modernisation and Kalinago Upliftment, Third National Communication to the United Nations 

Framework Convention on Climate Change, 2020 
15 National Renewable Energy Lab, Energy Transition Initiative: Islands, 2015 
16 National Renewable Energy Lab, Energy Transition Initiative: Islands, 2015 
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• 2007: A program sponsored by Cuba replaced 280,000 incandescent light bulbs with compact 

fluorescent bulbs in Dominican households. 

• 2008: Rosalie Bay Resort installed a 225-kilowatt (kW) wind turbine that produces 596 megawatt-

hours (MWh) annually. This was the first renewable energy project to be interconnected to the 

DOMLEC grid. An additional 1-kW turbine is in operation, but is not connected to the grid. 

• 2009: DOMLEC installed 26,000 smart meters as part of its Automated Meter Infrastructure (AMI) 

project. 

• 2013 and 2014: A government-led initiative installed LED streetlights. 

Dominica has high solar potential with a solar resource of 5.6 kWh per square meter per day and also 

has approximately 30 MW of wind power potential, some of which is under development. After 

reviewing nine wind studies, DOMLEC concluded that Crompton Point, located in Saint Andrew,  

has a potential of 10 MW of wind power and that an additional 20 MW of wind potential is available 

elsewhere in the country.  

Geothermal potential in Dominica is also robust, with estimates ranging from 300 MW to 1,390 MW. 

The country is expected to develop more than 100 MW of geothermal power and has secured funding 

for early-stage investment through the World Bank’s Geothermal Development Plan. The island may be 
able to secure additional international and private sector funding for these projects. Additionally, the 

staff of Dominica’s Ministry of Public Works, Energy, and Ports participated in an intensive geothermal 
training program administered by the Energy and Climate Partnership of the Americas, whose goal is to 

train technicians to build capacity in geothermal development. 

4.1 Dominica’s Nationally Determined Contributions (NDC) 

Dominica’s emission-reduction target is considered detailed and ambitious compared with other 

Caribbean Community countries because its NDC is expressed as a reduction compared to a base 

year (2014) emissions (as opposed to business-as-usual emissions for 2030).17 Dominica’s NDC 
indicates that it was developed based on several national assessments and strategies, including its 

Low Carbon Climate Resilient Development Strategy.  

Setting the emissions reduction target compared to 2014 emissions means that any growth in 

energy consumption between 2014 and 2030 will essentially be GHG emissions-free (i.e. entirely 

renewable). The overall target is broken down in detail, attributing specific absolute reductions (in 

gigagrams) resulting from ten identified measures, including solar PV and energy efficiency. 

Further, each of the measures has been assigned an individual timeline for implementation.  

The priority of the Government of Dominica is to implement the comprehensive Strategic Program 

for Climate Resilience contained in the Dominica Low Carbon Climate Resilient Strategy (2012). 

Taking into account its common but differentiated responsibility and limited capabilities to address 

climate change, Dominica’s NDC committed to reduce gross greenhouse gas (GHG) emissions below 
2014 levels (164.5 gigagrams) by 39.2% by 2025; and 44.7% by 2030. 

By 2030, total emission reductions per sector (according to the NDC) are:  

• Energy industries – 98.6% (principally from harnessing of geothermal resources);  

• Transport – 16.9%;  

 

17 Swedish Energy Agency, Best practice in utilizing energy and climate policies to develop NDC mitigation targets in the Caribbean, 

2018 
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• Manufacturing and construction – 8.8%;  

• Commercial/institutional, residential, agriculture, forestry, fishing – 8.1%;  

• Solid waste – 78.6%. 

4.2 Energy efficiency in the NDC 

With respect to energy efficiency, the actions targeted in Dominica’s NDC are: 

• An Energy Efficiency programme that will include the Manufacturing, Commercial and 

Institutional sectors. Market-based mechanisms are to be introduced to enhance the uptake of 

these programmes. The EE programme for Dominica will be designed and implemented to 

address the specific issues of this country and shall focus on retrofitting of energy efficient 

lighting, air-conditioning, appliances and a vigorous education and awareness drive.  

Estimated installation costs and factors of Dominica’s energy efficiency strategy, defined in its 

NDC, were based on audits of similar experiences in the Latin America region. Parameters 

include: 

- Program Timing: 2016-2025 

- Forecasted Emissions Reduction: 5.2 Gigagrams (Gg) 

- Cost Estimate: US$2.3 million 

• Dominica’s NDC also references a streetlighting project 

Replace Streetlights in Portsmouth with Off-grid Light Emitting Diode (LED) Fixtures:  

- 368,100W HPS streetlights in Portsmouth  

- project targets the replacement off-grid LED streetlights 

- Program Timing: 2016-2025 

- Forecasted Emission Reductions: 0.36 Gg 

- Installation Cost Estimate: US$1.2 million   

4.3 Solar PV and other renewables in the NDC 

• Solar photovoltaic conversion program for the hotel and hospitality sector. The solar PV 

programme will comprise the installation of solar PV panels and related equipment on the roofs 

(and in some cases, the grounds) of buildings in this sector.  

- Program Timing: 2016-2025 

- Forecasted Emissions Reductions: 0.24 Gg 

- Capital Cost Estimate: US$1 million 

• Solar PV conversion program for Commercial, Institutional and Manufacturing Facilities. This 

program will include: schools, universities, hospitals, commercial buildings, manufacturing 

plants, government buildings, municipal facilities, etc. Estimates have been made to derive 

anticipated GHG reductions based on lessons learned from similar conversions undertaken in 

the region.  

- Program Timing: 2017-2025 

- Forecasted Emission Reductions: 0.86Gg 

- Capital Cost Estimate: US$2.7 million 

• Another project identified in the NDC is the Off-Grid Hybrid Wind, Solar, Biodiesel Generator 

Back-up in Off-grid Mini-Grid Configuration for South-East and East Coast of Dominica (three 
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separate projects).  In order to increase power system reliability and reduce energy costs for 

the residents in these locations, off-grid mini-grids, powered with hybrid wind and solar PV 

power plants (and hydro if available), with bio-diesel generator back-up, are proposed as a 

possible viable alternative. Three separate mini-grids, estimated at 500kW each, comprising 

500kW of wind energy and 200kW of PV, with bio-diesel generator back-up for each, are 

proposed. 

- Program Timing: 2017-2025; 

- Forecasted Emission Reductions: 2.92Gg; 

- Capital Cost Estimate: US$9 million 

5 Rationale for pursuing an EPC for implementing EE applications and RE installations in public 

areas (without drawing from public operating or capital expenditure budgets)18 

As countries’ energy markets shift away from subsidized clean energy solutions, governments, municipalities 

and property owners need to identify new models to underwrite their energy transitions. Energy 

Performance Contracting (EPC) is such a mechanism, offering an integrated solution to the final user, 

including planning, financing, installation and monitoring of RES systems, helping to overcome barriers such 

as access to financing for project developers, lack of certification schemes, insufficient public support.  

Energy performance contracts are used in the context of a public-private partnership where a fee-for-service 

model is applied. The Government of the Commonwealth of Dominica (through the Ministry of Environment, 

Rural Modernisation and Kalinago Upliftment and potentially other agencies such as the Ministry of Housing 

and Urban Development and the Ministry of Finance and Investment) defines and provides incentives to 

building owners to identify and install renewable energy systems. However, the responsibility of installation 

and maintenance is allocated to service providers from the private sector. EPCs create the opportunity to 

the end-user to install energy efficiency and renewable energy measures in their facilities without having to 

structure and make an upfront investment in hardware, technology and equipment.  

There are myriad advantages for end-users: energy saving tasks are outsourced to external service providers, 

who are remunerated based on their performance; long-term, guaranteed cost savings with zero or minimal 

investment are provided; technical risks and responsibilities are covered by the energy services provider; 

the planning process is coordinated by the services provider; energy consumption is reduced; refurbishment 

of buildings and facilities; asset value of the premises is increased; the end-user's climate impact is reduced 

in line with mandates, etc. 

5.1 Energy performance contract benefits 

Among the fundamental advantages of EPCs is that they enable the engagement of clean energy 

expertise for government agencies, municipalities, commercial building owners, etc. that are otherwise 

not sufficiently aware of potential energy efficiency (EE) or renewable energy (RE) opportunities. 

“Therefore, a partnership between public building owners or managers and a qualified company with 

the necessary expertise (and possibly a large range of additional services such as maintenance, finance 

and/or guarantees) is an attractive solution.”19 

 

18 Frangou, M., et al. Journal of Renewable Energy. Renewable energy performance contracting in the tertiary sector, 2018 
19 European Investment Bank, Guidance on Energy Efficiency in Public Buildings, 2013 
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EPC benefits include:20 

• avoidance of upfront costs through third-party financing or on-bill repayment schemes; 

• payments based on results, allowing the transfer of technical risk from Dominica’s public 

partners to energy service providers; 

• Dominica’s energy security is strengthened, through the replacement of fossil-fuel energy and 

reduction in demand; 

• economic efficiency, through the installation of more energy efficient systems and controls, 

reducing utility bill costs and providing a funding source for building renewal projects; 

• economic development through increased building and renovation activity; 

• environmental stewardship due to significant reductions in energy use; 

• improvements of indoor air quality which may not otherwise have been possible due to 

funding constraints; 

• access to life cycle energy services, including marketing, design capability, installation, 

financing, maintenance and measurement of energy management technologies; 

• access to shared-savings contracts, where clients effectively pay for energy services from a 

portion of the actual energy bill savings. 

5.2 Energy performance contract finance  

A standard EPC engagement provides a comprehensive set of energy efficiency, renewable energy 

and distributed generation measures. Service offerings include an energy audits, the installation of 

solutions that fit the needs of a select facility and long-term monitoring to verify project savings. 

Clean energy projects depend on significant upfront investment and face a long payback period 

through energy bill savings. Municipalities and governments do, however, have access to an array of 

funding solutions offered through banks and other third-party financial institutions.21 

• Tax-exempt lease-purchase (TELP) agreement – combines energy savings and the cost of the 

hardware lease payments into alignment over the life of the EPC contract. Can be defined as an 

operating or capital expense which has implications for whether it is claimed as debt.  

• Capital lease – energy equipment acquisition through instalment payments with little or no 

upfront capital required. Here, the capital equipment is owned by the financing organisation and 

leased to the government/client. At contract termination, ownership transfers to the 

government/client. 

• Revolving loan pool – by bundling projects over multiple sites, these pools offer lower interest 

rates than for a single project site.  

• Power purchase agreements – install energy efficiency or onsite renewable energy systems 

without investment upfront. The energy efficiency or renewable energy assets are legally owned 

by a separate entity. In another example, a third party could install a solar photovoltaic system on 

a government or commercial property in Dominica and agree to buy the resulting energy at a set 

price for a specific term (e.g. 15–20 years). 

 

20 European Investment Bank, Guidance on Energy Efficiency in Public Buildings, 2013 
21 J.P. Morgan, Energy Performance Contract, Financing as a Strategy, 2013 
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5.3 Energy performance contract challenges22 

While there are unmistakable benefits from energy performance contracts, clients and energy 

service providers or companies (ESCOs) face challenges in undertaking EPC projects. This is 

especially the case on the client side. The complexity of the EPC concept and the baseline 

calculations that are required are seen as the biggest challenges in the process. ESCOs are obviously 

more familiar with the concept of EPCs than clients but encounter challenges as well (at different 

points in the transaction curve).  

5.3.1 Types of EPC challenges 

Technical challenge: Public building owners or users often lack the technical background and 

expertise to understand EE methods and technologies for reducing energy consumption and/or 

replacing the consumption of fossil fuels with renewable energy sources. The first challenge is to 

ensure that public building managers are conscious that there is a gap between the level of energy 

consumption of the facility they are administering and the level which could be achieved if a 

specific energy conservation effort were to be employed and its financial value.  

This lack of awareness can usually be explained by the absence of methods for monitoring energy 

consumption and physical energy parameter regulations. A further technical challenge is to 

demonstrate that there are proven technologies, methods and services that can be used to 

substantially reduce energy consumption or substitute the energy consumed with other forms that 

could be less expensive and/or less polluting.  

ESCOs, when implementing EPCs, will install a measurement system with a twofold objective: it will 

help the energy manager of the building to reduce energy consumption and it will create the 

measurement and verification (“M&V”) framework that the ESCO needs to estimate the level of 
savings achieved.  

Economic challenge: Demonstrating the cost effectiveness of EE projects can be problematic. 

Because of fluctuating energy prices, there may be no incentive to save when budgets are allocated 

on an annual basis—it may be difficult to convince managers to undertake projects which might 

become uneconomic when energy prices decline. And if operating costs are matched by the 

government’s operating budget, public authorities may have little incentive to reduce building or 

property costs. Therefore, guarantees regarding the profitability of energy investments are key, 

from a technical (physical savings) and economic (financial savings) standpoint. 

Finance challenge: Public agencies can encounter difficulties in raising finance for energy 

investments. For instances, energy efficiency investments can sometimes be overlooked. 

Additionally, the capacity of public entities to access forms of financing, such as debt, can be 

limited, especially for smaller economies and smaller projects.  

 

5.4 Barrier analysis 

Energy performance contracts can be effectively used to accelerate the implementation of energy 

efficiency (and renewable energy) solutions. There are several significant barriers that could hamper 

the development of these types of energy access projects, including: 

 

22 European Investment Bank, Guidance on Energy Efficiency in Public Buildings, 2013 

DocuSign Envelope ID: C80B71C9-0BD1-49BA-9B5E-1BD0FAF9B8A5



 

 

Dominica EPC Feasibility   17. marts 2021  Client: UNDP 

16 

 

Barrier Description Strategy 

Lack of trust by investors and 

financiers in the returns of projects 

(energy savings or energy 

generation) 

Energy performance contracts 

include assurance clauses or a 

guarantee. If the level of energy 

savings is not met, then the service 

provider (ESCO) reimburses the 

difference to the client or investor, 

using pre-determined utility rate 

calculations or contracted 

amounts.23 

Establish viable performance 

criteria in the contract. And 

institute vigorous performance 

measurement. 

Lack of information i.e. insufficient 

information on the components 

(for EE or RE) and a lack of 

independent performance 

information on service providers 

and their projects. 

Monitoring and verification 

information is a key component in 

energy performance contracts. 

Information on service provider 

experience can be solicited in the 

tender stage. 

Intervention begins with a baseline 

measuring energy that would have 

been used if an energy 

performance contract hadn’t 
implemented.  

• This is generally informed by 

detailed analyses of historical 

trends.  

• Then it’s compared with the 

amount of energy that has 

actually been used. 

Low energy prices 

If Dominica’s energy prices are low 
(i.e. from diesel or hydro sources) 

then energy savings become less 

of a priority. However, this has less 

of an impact on solar PV 

investments. 

The commitment to clean energy 

in Dominica is a climate priority – 

supported by the Commonwealth’s 
nationally determined 

contributions (NDC) and its low-

carbon development strategy.  

Access to finance24 

Local financial institutions may not 

have necessary technical 

background and capacities to 

properly assess an EPC project. 

And local ESCOs may not have 

sufficient credit-worthiness. 

Finance solutions may come from 

international sources e.g. 

international finance institutions 

such as the Green Climate Fund, 

IADB or Caribbean Development 

Bank. And foreign ESCOs may be 

the EPC provider.   

 

5.5 SWOT analysis 

The business case for energy performance contracting in Dominica is assessed through the review of its 

strengths, weaknesses, opportunities and threats—conventionally known as a SWOT analysis. A SWOT 

provides a snapshot of market conditions in Dominica with respect to EPC uptake, taking into account 

internal factors such as resources and external factors such as trends. The key elements in Dominica include 

the need for supportive government policy, an engaged investment landscape and the availability of 

technical service providers, locally and regionally. 

Figure: SWOT for Dominica 

 

23 EURACTIV, Lack of trust hampers energy efficiency services industry, 2020 
24 QualitEE (EU Horizon 2020), Country Report on the Energy Efficiency Services Market and Quality: Italy, 2018 

DocuSign Envelope ID: C80B71C9-0BD1-49BA-9B5E-1BD0FAF9B8A5



 

 

Dominica EPC Feasibility   17. marts 2021  Client: UNDP 

17 

 

 

6 Energy performance contract delivery structures 

There are several models of energy performance contracting which reflect different levels of 

responsibility, risk and the amount of capital required.25  The main EPC delivery options for Dominica 

to consider are: 

I Guaranteed Energy Savings Contracts 

In a performance-based, guaranteed energy savings contract, an entity such as an Energy 

Service Company (ESCO) guarantees a specific reduction in energy use if required operations 

and maintenance procedures are adapted and operating schedules are adhered to, not 

necessarily tied to cost savings as utility rates and building operations may change over a 

defined length of time. If the guarantee is not met due to the failure of equipment, hardware 

and software specified by the responsible ESCO, then the ESCO pays the owner the difference 

based on agreed-upon contractual utility rates—for the annual performance period.  

 

How it works:26  

 

25 Government of Hawaii, Pros and Cons of Guaranteed vs. Shared energy savings, 2013 (https://energy.hawaii.gov/wp-content/up-

loads/2012/06/Pros-and-Cons-of-guaranteed-vs.-shared-energy-savings-2013.pdf) 

26 Adapted by NIRAS from: A Guide to Energy Performance Contracts and Guarantees, SEAI 
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a The customer (e.g. a Dominica Government or commercial building owner) contracts an 

ESCO to implement the work; and the ESCO guarantees the energy savings (or generated 

energy, in the case of solar PV).  

b ESCO assumes performance risk through its savings guarantee. 

c Customer may pay for certain installations while withholding a portion of payables until 

savings have been verified.  

d Customer may also pay an ongoing fee to ESCO to verify savings annually (or for equipment 

maintenance); if this is stipulated in the contract. 

e If the savings < than what was contracted, the ESCO pays the customer the difference 

between what was achieved and what was guaranteed. 

The savings are valued on a fixed energy price agreed at the contracting outset. 

f Risk: A guaranteed energy savings contract means the ESCO assumes the performance risk 

and the customer takes the energy price risk. The financing party (finance institution, bank 

or public investment fund (i.e. the CCTF)) assumes the credit risk. 

 

 

Figure: Guaranteed Savings Contract27 

 
 

 

 

II Shared Savings Contracts 

Under the shared savings contract model, an ESCO provides financing as well as project 

development and implementation costs. The ESCO also defines a payment structure where its 

compensation is a share of the utility cost savings, based on an agreed percentage split. The 

ESCO receives the largest share in the beginning stages of the project due to its upfront 

investment. However, the ESCO share may decrease over time depending on several factors 

including the terms of the agreement and changes in the utility rates which occur during the 

 

27 Adapted by NIRAS from: A Guide to Energy Performance Contracts and Guarantees, SEAI 
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project period. The central advantage of this model is that sharing savings incentivizes the 

client to—in the case of improved efficiency contracts—minimize energy use. 

How it works: 28  

a ESCO and project owner agree upon the targeted (guaranteed) consumption savings.  

b The two parties also agree upon an estimated increase in future utility costs over the term 

of the contract.  

c ESCO finances directly or gets financing to purchase hardware (e.g. efficiency upgrades or, 

in the instance of solar PV, modules, batteries, inverters, etc.). 

d Savings from improved performance are used by ESCO to repay loan or its debt for 

financing the project. 

e The monetary value is the measured consumption savings times actual utility rates (using 

utility bill reconstruction). This may revert to the ESCO or be shared, e.g.  85% to ESCO and 

15% to project/facility owner. 

f ESCO typically retains ownership of the asset. 

g Risk: the financial institution carries risk that the ESCO cannot repay the loan. 

Risk: the ESCO carries risk based on prevailing energy prices, i.e. energy price risk. 

h Assumption: This model requires the ESCO to have the capacity to borrow and to have 

projects with revenue streams that will ensure the loans can be repaid. Therefore, the 

ESCO should be large enough to have access to affordable financing (equity or debt).29 

Figure: Shared Savings Contract30 

 
 

III Comparison of EPC Guaranteed Savings and Shared Savings models31 

Under a guaranteed savings contract the ESCO takes over the entire performance and design 

risk; for this reason it is unlikely to be willing to further assume credit risk. The customer is 

 

28 A Guide to Energy Performance Contracts and Guarantees, SEAI 
29 International Energy Agency (IEA), Energy Service Companies (ESCOs), 2018 
30 NIRAS adaptation from: A Guide to Energy Performance Contracts and Guarantees, SEAI 
31 European Commission, European Energy Efficiency Platform, 2003 (https://e3p.jrc.ec.europa.eu/articles/energy-performance-

contracting) 
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financed directly by banks or financial institutions; an advantage of this model is that finance 

institutions are better equipped to assess and handle customer’s credit risk than ESCOs. The 
customer repays the loan and assumes the investment repayment risk. If the savings are not 

enough to cover debt service, then the ESCO has to cover the difference. If savings exceed the 

guaranteed level, then the customer pays an agreed upon percentage of the savings to the ESCO. 

Usually the contract also contains a provision that the guarantee is only good, i.e. the value of 

the energy saved will be enough to meet the customer debt obligation, provided that the price 

of energy does not go below a stipulated floor price.  

Given that guaranteed savings schemes are designed to function in countries with a well-

established banking structure, high degree of familiarity with project financing and sufficient 

technical energy expertise within the banking sector, it is not certain that this model is applicable 

in Dominica. In addition, the guaranteed savings concept is difficult to use in introducing the 

ESCO concept in developing markets because it requires customers to assume investment 

repayment risk. However, it fosters long-term growth of ESCO and finance industries: newly-

established ESCOs with no credit history and limited own resources would be unable to invest in 

the project they recommend and may only enter the market if they guarantee the savings and 

the client secures the financing on its own.  

Conversely a shared savings model means that the client takes over some performance risk as 

opposed to credit or finance risk like in the guaranteed model. This ESCO repays the loan and 

takes over the credit risk. The ESCO therefore assumes both performance and the underlying 

customer credit risk. In addition such contractual arrangement may give rise to leveraging 

problems for ESCOs, because ESCOs become too indebted and at some point financial 

institutions may refuse lending to an ESCO due to high debt ratio. The ESCO is essentially 

collateralizing the loan with anticipated savings payments from the customer, based on a share 

of the energy cost savings. The financing in this case goes off the customer’s balance sheet. 

A situation where savings exceed expectations should be taken into account in a shared savings 

contract. This setting may create an adversarial relationship between the ESCO and customer, 

whereby the ESCO may attempts to under-estimate the energy savings potential and then 

receive more from the ‘excess savings’. 

Furthermore, to avoid the risk of energy price changes, it is possible to stipulate in the contract 

a single energy price. In this situation the customer and the ESCO agree on the value of the 

service upfront and neither side gains from changes in energy prices: if the actual prices are lower 

than the stipulated floor value, then the consumer has a windfall profit, which compensates the 

lower return of the project; conversely if the actual prices are higher than the stipulated ceiling, 

then the return on the project is higher than projected, but the consumer pays no more for the 

project. In effect this variation sets performance in physical terms with fixed energy prices, which 

makes the approach resemble guaranteed savings approach.   

The shared savings concept is considered a good introductory model in developing markets 

because the client assumes no financial risk—this is especially relevant for Dominica. From the 

ESCO’s perspective, the shared savings approach has the added value of the financing service. 

However this model does not tend to suit small ESCOs because projects based on shared savings 

rapidly become too highly leveraged and unable to contract further debt for subsequent projects. 

Therefore, the shared savings concept has the potential to limit long-term market growth, i.e. 
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small or new ESCOs are unlikely to enter the market if such agreements dominate. At the same 

time, to market opportunities will focus on small, short-payback period projects. 

 

Table: EPC Guaranteed Savings compared with Shared Savings32 

 Guaranteed Savings model Shared Savings model 

Service provider ESCO ESCO 

Key elements Implementation of energy saving measures 

(ESM) with ongoing monitoring & verification 

services to provide guaranteed energy 

savings. 

Implementation of ESM to provide cost 

savings associated with the overall 

energy bill. 

Complexity  Shared savings contracts are more 

complicated than guaranteed savings 

contracts. 

Energy savings 

potential 

High ‐ comprehensive and detailed approach 
covering both supply and demand side. 

High ‐ ESCO’s primary focus and 
incentive is for energy cost savings with 

technical operation requirements as 

secondary. 

Guarantees The ESCO guarantees performance related to 

the level of energy saved throughout the 

contract life (i.e. to energy cost savings in 

constant prices). 

Not necessarily applicable. But the ESCO 

may guarantee a minimum performance 

related to cost of energy saved in 

current prices throughout the contract 

life. 

Payment Payment derived from the energy savings 

achieved in constant prices of the base year. 

Payment linked to the current energy 

prices. 

Risk Assumes technical design, implementation 

and performance guarantee risks. 

Assumes performance risk, risk of energy 

price change (depends on current prices) 

and customer credit risk. 

Energy savings Based on measurements before and after 

implementation. And also on the 

measurement and verification system applied, 

where the more, the better. 

Depends on quality of measurement. In 

general, the more independent the 

measurement, the more transparent are 

the energy savings. 

 

IV Managed Energy Savings Agreement  

In a MESA, a fund pays a facility’s utility bill directly and charges the building owner a fixed 
monthly fee. In another scenario, an ESCO sells a portfolio of improvements to a third-party 

ownership company. The Owner receives utility cost savings, remits a set percentage back to 

third party, and retains the balance. The project may be off balance sheet. The ESCO operates 

and maintains the improvements under a separate contract. OR The equipment is financed and 

owned by the ESCO. The Owner continues to pay the utility bills and pays the ESCO a portion of 

the savings. Due to the large up-front investment, a greater percentage of savings goes to the 

ESCO.  

V Energy as a service33 

Energy-as-a-service is a model where customers pay for an energy intervention without having 

to make any upfront capital investment. This can take the form of a subscription for lighting, 

cooling or management of energy usage to deliver the desired energy service. In the electricity 

sector, this model provides customers with energy services, such as lighting, in exchange for a 

 

32 Table source: Eu.ESCO, 2011 
33 Deloitte, Energy-as-a-service: The lights are on. Is anyone home?, 2019 
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recurring fee. The customer benefits from avoiding upfront costs for electrical equipment or 

software, or device management while still benefiting from the use of the device.  

In addition, the energy-as-a-service model enables access to better technologies and innovative 

services.34 Further, the customer pay for the output of the asset as opposed to purchasing the 

asset itself. Features of this model include: 

• No upfront investment required by Dominica client 

• Financing (from investor) through loans, capital leases or bonds 

• No ownership of equipment 

• No performance risk responsibility  

• Term of contract in the range of 5 to 20 years 

 

Figure: Energy as a Service Model35 

 

 

VI Energy-as-a-service: solar36 

On-site solar panels provide community benefits by reducing the need for electricity from the 

power grid (energy that is typically produced using carbon-emitting resources), for transmission 

and distribution line upgrades, and for additional generation capacity. Rooftop solar 

installations can also reduce customers’ electric bills however the upfront costs, combined with 

 

34 For an example of this model, please see: Light as a service: green performance in Schiphol Airport 
35 Adopted by NIRAS from: Deloitte, Energy-as-a-service: The lights are on. Is anyone home?, 2019 

36 Resources for the Future, Energy-as-a-Service: A business model for Expanding Deployment of Low-Carbon Technologies, 

2019 
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uncertainties about future energy prices and concerns about technology maintenance, can 

inhibit customers.  

 

The energy-as-a-service model for solar can overcome those barriers while providing 

advantages—electricity cost savings and environmental benefits—without having to purchase 

or maintain the system. Under a solar lease or power purchase agreement, a solar services 

company installs and maintains a solar system on a homeowner’s roof, at no upfront cost, that 
supplies the household with electricity for the duration of the contract, typically 15 or more 

years. The solar provider retains ownership of the system and charges the customer for the 

service, through either a monthly lease for the system or a PPA for the power the system 

produces. These rates typically offer either cost savings or cost certainty for the consumer 

relative to retail electricity rates. The solar provider receives monthly revenue as well as 

benefits from policy incentives e.g. an investment tax credit for the system’s generation. 
Because its revenue depends on system performance, the provider has an incentive to design 

and install the best possible system for each customer, and thus incentives between the 

customer and the provider align. 

The solar lease involves a fixed monthly payment for use of the panels, and a solar power 

purchase agreement is payment for the electricity that the system generates at a 

predetermined price per kWh, which is lower than the utility’s retail rate, yielding savings for 

the customer.  

 

VII Other options 

• Energy supply contract – An ESCO takes over operation and maintenance of the equipment 

and sells the output (e.g. cooling, lighting, etc.) to the customer. Costs for all equipment 

upgrades are covered by the ESCO. But ownership remains with the customer.  

• Equipment leasing – supplier installs the equipment and maintains it with payments 

financed by verified savings.  

• Property assessed clean energy (PACE) – a financing mechanism that enables low-cost, long-

term funding for energy efficiency and renewable energy projects. PACE financing is repaid 

as an assessment on a property’s tax bill and is processed the same way as other local public 
benefit assessments. 

• Green mortgages – an energy efficient mortgage (or "green mortgage") is a loan product 

that allows borrowers to reduce their utility bill costs by allowing them to finance the cost of 

incorporating energy-efficient features into a new housing purchase or the refinancing of 

existing housing. 

VIII Adjustments for models 

Within these models there are options that adjust risk according to scenarios and where an 

ESCO’s compensation is not 100% based on the level of savings achieved. These options include 
a performance payment arrangement might state that 80% of ESCO fees are fixed with 20% 

variable based on the extent to which savings are verified as contracted. Under a gain-share 

agreement, an ESCO receives a percentage of the value of the savings achieved. And in a 

performance guarantee, the final payment to an ESCO is made once savings reach a particular 

milestone.  
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Solar revenue ‘put’ insurance – this is an insurance product and credit enhancement that 

guarantees a contracted percentage (e.g. 90%) of a solar project’s energy generation. It takes 
into account intermittence caused by weather (clouds) and other risks.37  

Figure: Insurance – Solar revenue put structure38  

 

 

7 Preliminary action 

When considering a project on energy savings in buildings/facilities or for renewable energy 

generation, it is critical to first determine the initial situation. Based on such analysis, energy saving 

measures to improve the energy efficiency (or RE installation) of the building are codified and 

proposed. The final combination of energy efficiency or clean energy measures that will be 

implemented depends on the financial or economic analysis of the available options. 

Based on the primary information or possibly inspection of buildings, the initial draft solution is 

prepared. The solution includes list of the measures to be taken into account together with volume of 

necessary investments and energy consumption cost reduction potential (calculated based on the 

reference energy consumption scenario). On the basis of this information the customer makes a 

decision as to whether further procedures are acceptable for him. The initial draft solution is usually 

prepared by the ESCO or EPC process facilitator.39 

 

 

37 World Bank, Enabling Institutional Investment in Climate Smart Infrastructure, 2020 
38 Adapted from kWh Analytics and the World Bank, Enabling Institutional Investment in Climate Smart Infrastructure, 2020 
39 EU Transparense, EPC Manual for Beginner Markets, 2013 
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8 Governance structure for the EPC concept (Dominica)  

An energy performance contract is a market-based mechanism. Therefore its governance structure 

should be intentionally light but efficient. The balance of responsibility should be placed with the 

ESCO, which takes on project risk in exchange for its revenue share.  

8.1 Roles and responsibilities of relevant government departments and agencies to provide oversight 

and manage the financial mechanism 

A network of Dominica entities is necessary to establish and manage the energy performance 

contracting mechanism. This network should include governmental, policy, technical and financial 

knowledge and insight within the context of the Commonwealth. 

The following is an indicative and intended to be iterative and further defined and developed: 

DOMLEC – responsible for procuring a service provider e.g. an energy service company (ESCO). The 

public procurement procedure should be prepared in cooperation with an energy performance 

contracting (EPC) process facilitator, who is able to define the appropriate procurement criteria and 

prepare the contract specification documentation and who will help to evaluate the tenders 

received.40 

Suggested responsibility: overseeing procurement of energy service provider 

Ministry of Environment, Rural Modernization and Kalinago Upliftment – should serve as the focal 

point for EPC development. This should include responsibility to approve project origination and 

development (if that falls to another ministry or agency, the Ministry of Environment should at least 

retain responsibility to provide counsel). This includes for energy efficiency and renewable energy 

projects that will pursue energy performance contracts. Other agencies or ministries may need to 

be consulted on policy or technical feasibility for given contexts (e.g. Ministry of Blue and Green 

Economy or the Ministry of Housing and Urban Development). 

Suggested responsibility: focal point for EPC development and implementation roadmap 

Ministry of Finance – fiduciary responsibility for EPC contracting, transfers and transactions. 

Suggested responsibility: enable and ensure transactions i.e. work with banks on risk guarantees, 

etc. 

Independent Regulatory Commission (IRC) – Commonwealth of Dominica’s electricity regulator 
covering licensing, rates, policy, standards and services.   

Suggested responsibility: establish rules and guidelines for EPC and provide transparent guidance on 

transactions. 

EMS Limited – a Roseau-based ESCO (working with both energy efficiency and solar projects) in 

Dominica and the Eastern Caribbean region.41  

Suggested role: EMS could serve as project facilitator but this would potentially eliminate it as a 

project bidder. 

Funding agencies – Dominica’s emerging Climate Change Trust Fund can help to connect EPC 
project to other initiatives that, as a bundle, will be of interest to international finance institutions 

 

40 EU Transparense, EPC Manual for Beginner Markets, 2013 
41 EMS Ltd Homepage 
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and funds, e.g. Inter-American Development Bank (IADB), Caribbean Development Bank, Green 

Climate Fund and the Global Environment Facility.  

Suggested role: finance or fund transactions.  

Note: The Green Climate Fund made a US$ 20 million concessional loan (plus technical assistance 

grant) in Salvador (through a national finance institution and the Inter-American Development Bank) 

to develop its energy efficiency and ESCO ecosystem. The 15-year project is ongoing and includes 

US$ 20 million in co-financing (also structured in loans). The loan will contribute to a credit line (and 

revolving fund) available for local banks to fund small and medium-sized energy efficiency projects 

at concessional rates, to be repaid through future energy savings, i.e. energy performance 

contracting. 

 

9 Procurement recommendations  

Once an energy efficiency (or renewable energy) project has been identified and approved for 

development in Dominica, a decision must be made to use an energy performance contract. When 

that has been decided (and approved), the procurement of an EPC provider is the subsequent step in 

the process. The public procurement procedure should be prepared in cooperation with an EPC 

process facilitator, who is able to define the appropriate procurement criteria and prepare the 

contract specification documentation and who will help to evaluate the tenders received.  

The EPC procurement procedure in the private sector is less demanding and time consuming. 

However, some essential parts of the public procurement procedure may be used to obtain the best 

tender (e.g. tender evaluation, demand definition, etc.) also for private companies.42  

The recommended procedure process is: 

9.1 Procurement procedure  

The procurement procedure in Dominica should begin with the consent of the building or facility 

owner for the EPC project. From the perspective of the ESCO, it is necessary to have a certain 

guarantee on the future manner of the utilization of the building or facility accepted by the owner with 

respect to approval of future commitments to clean energy or energy efficiency. 

As Dominica is developing this project for the public sector, the energy performance contract provider 

(e.g. an ESCO) procurement procedure must comply with the Commonwealth’s national public 

procurement regulations.43 The purposes of this legislation are to “require competition” and ensure 
transparency in the public procurement process and make proceedings transparent. In Dominica, it 

may be covered under one of the following: 

• Public supply contract 

• Public works contract 

 

42 EU Transparense, EPC Manual for Beginner Markets, 2013 
43 Commonwealth of Dominica, Public Procurement and Contract Administration, Act 11, 2012 
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9.1.1 Public service contract 

EPC projects can be complex so open procedures may not be suitable. Therefore a 

procurement procedure that is amendable is recommended “when the nature of the works, 
supplies, or services or the risks attaching thereto do not permit prior overall pricing.“44 

Tenders (i.e. bids) can be adjusted during the negotiations with tenderers (i.e. bidders) 

within the award procedure. However, if the project is straightforward and there is no 

expectation that content will need to be adjusted after submission of tenders, an open 

procedure can be applied. The type of tender may also be dependent on total expected 

price of procurement and the authorization that requires in Dominica. 

9.1.2 Publication of a contract notice 

The public procurement procedure has to be officially announced. This publication of a 

contract notice serves as preliminary notification to potentially interested energy service 

companies. The announcement should contain general information on the type of 

procurement as well as required qualifications of the potential applicants. If foreign energy 

service companies are invited to bid, this should be communicated in the notice. The 

requesting entity, as the contracting authority, must publish this contract notice in a local 

public procurement bulletin, including tendering procedures and an indication of the price 

above the threshold value. 

  

 

44 European Union, EPC Manual for Beginner Markets, 2013 

DocuSign Envelope ID: C80B71C9-0BD1-49BA-9B5E-1BD0FAF9B8A5



 

 

Dominica EPC Feasibility   17. marts 2021  Client: UNDP 

28 

Figure: Recommended EPC public procurement procedure:45 

 

 

* Number of ESCOs recommended for consideration may not be available in Dominica or the 

Caribbean Community.  

 

45 European Union, EPC Manual for Beginner Markets, 2013 
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9.2 ESCO expression of interest 

The expression of interest in the EPC opportunity from energy service companies should contain 

the following information:   

• Fundamental prequalification criteria (proof of legal incorporation, etc.) 

• Professional criteria (certificate evidencing corporate registration, trade authorisations 

necessary for performing the public contract, additional certifications issued by professional 

organisations, etc. 

• Financial and economic and financial criteria (applicant's recent financial performance e.g.  

turnover, profit and loss statement, evidence of insurance, etc.). 

• Technical criteria (a list of substantial analogous contracts concluded recently, a description of 

technical facilities available to the applicant, and other documents demonstrating the technical 

capabilities of the applicant such as quality certification (e.g. ISO 14000)).  

 

These documents will need to be checked and verified by the Dominica client (potentially 

represented by the facilitator). Only the applicants meeting all defined criteria should be invited 

to submit initial tender. 

9.3 Contents of tenders 

ESCOs that provide and meet the initial requirements (see 6.2) should be provided with a tender 

dossier from the Dominica project owner (potentially through a facilitator) containing the 

following content: 

• a pre-intervention energy audit, assuming it has been completed;  

• technical underlying materials comprising project documentation, technical and revision 

reports;  

• information about energy consumption at the site and about the integrity of respective 

facilities and buildings; 

• calculation of reference energy consumption, i.e. comparable baseline information; 

• specification of the mandatory measures demanded by the client; 

• specification of detailed terms and conditions of the contract (place of public contract 

performance, onsite inspection of the place of performance, the deadline for submission of 

tenders, the method of tender price calculation, specification of contractual terms and 

conditions, etc.); 

Within the dossier some of the fundamentals of the project should also be requested. This 

information should be requested from the bidders: 

• proposal of energy saving measures including technical description;  

• all related procurement and instalment that is expected; 

• expected method of financing of the energy investments; 

• expected guaranteed energy savings; 

• measurement and verification in agreed periods. 

For solar PV-related tenders, any initial information on theoretical generation capacity, tariff 

rates, etc. should be included.  
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9.4 Evaluation of tenders46  

Evaluation methodology and criteria can be developed by the client but should be informed by 

expertise, potentially provided by a bid facilitator, who may be retained by the client. The 

evaluation criteria as well as the weights of the criteria should be the same for all tenderers and 

should be specified in the tender dossier. The criteria must include quantitative aspects (e.g. 

energy or emission savings), qualitative aspects (e.g. energy management level, quality of energy 

and efficiency technology equipment) and financial aspects of bids. 

 

• Quantitative criteria 

Reviews should include the special preferences of the client or the environmental benefits of 

the project, such as emissions savings or energy savings in the physical units. If a specific 

volume of energy savings in physical units is required (as opposed to cost savings), it can be set 

as a minimum requirement. For a solar PV performance contract, a minimum target of 

generation should be noted.  

 

Note that the service lifetime of technical equipment within energy systems in buildings is 

conventionally approximated at 15 years. Solar PV panels and accompanying hardware is 

generally assumed at 20 years. The length of the evaluation period, which should be the same 

for all tenderers, needs to be articulated carefully. 

In addition, a tender dossier should require that applicants specify the amount of energy 

savings to be achieved as well as warranties of attainment and the time period of such 

warranties.47  

 

• Qualitative criteria 

Some criteria are not easy to measure. Those criteria that are more difficult to measure can be 

used in an assessment but must be employed carefully in order to eliminate any subjectivity in 

assessing them. Potential metrics include: 

- energy management level (proposal of system measuring and monitoring); 

- compatibility of the proposed energy savings measures with the existing system; 

- quality of the technology hardware, service life, etc.; 

- method of problem-solving and maintenance level; 

- proposed system or curriculum for training of staff; 

- project organization;  

- exhibited capacity to provide maintenance services immediately and responsively; and 

- company references and qualification of the personnel (CVs). 

 

• Financial criteria 

The financial profile is the most critical feature of a tender submission—and its evaluation. 

Bids need to include a forecast of the present value of the monetary benefits and the costs in 

the tendered EPC project. This is expected to be in the form of the net present value (NPV) of 

the project.  

 

46 European Union, EPC Manual for Beginner Markets, 2013 
47 QualitEE Project, Guidelines of European Technical Quality Criteria for Energy Efficiency Services, 2020 
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In this circumstance, the NPV reflects the sum of all the discounted incoming 

cashflows (for an energy efficiency project, this is operational cost savings) and outgoing 

cashflows which is effectively payments to the energy service company, including costs of 

equipment installed, financial services and M&V. For a solar PV contract, NPV can be measured 

as guaranteed generation achievement (and capital expenditures (CAPEX), operational 

expenditures (OPEX)), aggregated over the project lifecycle.  

 

Other financial metrics—as opposed to NPV—could be used, such as internal rate of return 

(IRR) of the EPC project. Some assumptions also need to be made for the financial case and 

included in bids. These include:  

- The discount rate that should reflect the financial situation of the client. 

- The period for which the criteria will be applied – only contract duration, or as otherwise 

specified (e.g. post-contract). 

- Scenario management e.g. if achieved savings exceed contracted or guaranteed levels 

between the client and the EPC provider (ESCO), how will such a dividend be divided?  

- Or for the case of solar PV, how will the monetized returns from technology 

overperformance, e.g. returns from generation in excess of the targeted threshold, be 

divided? 

9.4.1 Evaluation criteria  

A tender dossier should explicitly spell out the weights that will be used to calculate bids and 

need to reflect their importance. 

Figure: Example of weighting criteria:48  

Criteria Weights 

Financial: payback period | cost breakdown | IRR  25% 

Technical: completeness of energy savings (or generation) estimate | engineering 

approach 

25% 

Implementation: plan for making improvements | monitoring savings 20% 

Operation and maintenance: approach | risk management 10% 

Project management: qualifications of personnel 10% 

Training: capacity building model 10% 

9.5 How an ESCO (energy service company) can be formally engaged49  

Energy service companies (ESCOs) develop, design, build and finance (or arrange financing for) 

projects that save energy, reduce energy costs and decrease operations and maintenance costs at 

their customers' facilities. In general, ESCOs act as project developers for an extensive range of 

energy conservation measures and assume the technical and performance risks associated with a 

project. 

 

48 Danish Chamber of Commerce, 2013 
49 US Department of Energy https://www.energy.gov/eere/femp/energy-service-companies-0  
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ESCOs are distinguished from other firms that offer energy-efficiency improvements in that they 

use the performance-based contracting methodology. When an ESCO implements a project, the 

company's compensation is directly linked to the actual energy cost savings. 

The substantial energy-efficiency retrofits and renewable energy technologies inherent in energy 

savings performance contract projects typically require a large initial capital investment and may 

have a relatively long payback period. The size of the Dominica project may not require a large 

scale of investment. 

If there are debt payments, they will be tied to the energy cost savings guaranteed for the project, 

so the agency pays for the capital improvements of the EPC project with the money saved by the 

project (i.e., the difference between pre-installation and post-installation energy use and other 

related costs). 

9.5.1 The EPC Process 

The EPC procedure can require time and planning, from preliminary negotiations to 

handing over of the energy saving (or RET) hardware/equipment, trial operation and final 

balancing of the energy saving results of the project. The timing of the procedure will vary 

among the projects depending on Dominica’s particular governance of energy performance 

contracts.  
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Figure: Recommended EPC process50 

 

 
 

 

 

 

  

 

50 EU Energy Performance Contract Manual for Beginner Markets, 2013 
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9.6 How an ESCO will complete detailed audits and assessments of public buildings (where 

interventions are conducted) 

Detailed energy audits (in the case of buildings and facilities) should include the collection 

or development of the following:51  

• Building or facility plans 

• Data about the building's materials 

• Energy bills (electricity, oil, gas, biomass etc.)  

In addition, the following should be undertaken by the energy service company: 

• Perform technical equipment inventory 

• Collect building operational data, such as operation times and schedules, 

occupancy patterns, control systems (e.g. heating and cooling set-points) and 

occupancy levels 

• Thermal simulation of the building (using appropriate simulation software)52 

• Calculate the energy breakdown, the savings achieved by standardized RES 

measures applied in the building and eventually to perform the financial 

assessment, resulting in a feasibility rating potential for EPC. 

A central element of this methodology is the qualification of the person who conducts the 

energy audits, data collection, thermal simulation and prepares the data for use. In 

addition, the energy auditor should have the experience and capacity to define and 

recommend the proper energy interventions for each case. The qualified professional in 

energy efficiency and renewable energy systems will have the ability to be properly trained 

for the optional tool use in order to investigate the EPC feasibility of each case.  

Further, there should be an independent investigation of interest of the owner/operator of 

the building for energy efficiency and renewable energy investments.  

  

 

51 Frangou, M., et al. Journal of Renewable Energy. Renewable energy performance contracting in the tertiary sector, 2018 
52 This is the application of a standardization and benchmarking framework 
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Figure: Recommended standardization and benchmarking methodology53 

 

 

9.7 A system that will be used for measuring and monitoring energy saved, to be used as a 

basis for remuneration for ESCOs engaged, taking into account existing systems which 

may be adopted e.g. RETscreen as applicable 

After a trial operation, a professional supervision and check of the running and functionality 

of the measures should be undertaken to confirm that at least the agreed level of energy 

savings (or generation) is being achieved. Subsequently, typically after each year of 

operation, the attained energy savings are evaluated and if the declared level is not 

reached, the ESCO is contracted and required to reimburse the relevant amount to the 

customer. The review and assessment process should be delegated to a specialised 

 

53 Frangou, M., et al. Renewable energy performance contracting in the tertiary sector, Renewable Energy Journal, 2018 
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consulting firm. This can be (and often is) the EPC process facilitator who advised on 

organization and execution of the procurement.  

9.7.1 Measurement and verification 

The transparency and confirmation of the savings achieved will depend on the quality of 

measurement and verification (M&V) provided in the Dominica context. In general, the 

more independence of the M&V applied to the ESCO, the more material (proven) the 

energy savings will be.  

 

Attained energy savings (and generated power in the case of renewable energy installations 

e.g. solar PV) are evaluated annually, and if the specified amount is not reached, the ESCO 

is obliged to reimburse the respective amount to the customer. This auditing process needs 

to be undertaken by a third party with technical energy expertise, e.g., the facilitating entity 

that advised on the procurement administration.  

 

The guarantee of savings is set in the contract and the energy service company guarantees 

attainment of a specific metric. For instance: 

• Annual volume of energy savings in physical units (e.g. kWh or MWh) 

If savings are smaller than the guaranteed volume of savings, the corresponding amount is 

expected to be fully reimbursed by the ESCO to the client according to the contract. If the 

savings are higher than the guaranteed volume, excess savings are to be divided between 

ESCO and client according to the methodology established in the parties’ contract. 

 

During the contract period, the energy service company is expected to continuously 

supervise the functioning of the energy system it is responsible for. It is further expected to 

monitor energy consumption and to intervene in the case of undesirable action.  

 

Measurement and verification practices allow project performance risks to be categorised, 

managed and allocated among the parties.54 Performance-based projects in Dominica 

should be subject to international protocols such as the International Performance 

Measurement and Verification Protocol (IPMVP). 55 56 

 

Once the contract is terminated, the client is fully responsible for operation. For Dominica, 

it may be important to include in the contract with the ESCO sequences of technical 

assistance and capacity building to ensure that the operation can be technically and 

effectively managed, post-contract. 

 

54 European Commission, European Energy Efficiency Platform, ESCO Monitoring and Verification  
55 The International Performance Measurement and Verification Protocol (IPMVP) can provide an overview of current best practice 

techniques available for verifying results of energy efficiency projects. The IPMVP is not intended to prescribe contractual terms 

between the customer and ESCO, although it provides guidance on some of these issues. Once other contractual issues are 

decided, this document can help in the selection of the measurement & verification (M&V) approach that best matches:  

• the project costs and savings magnitude 

• technology‐specific requirements 

• risk allocation between the client and ESCO 
56 http://www.ipmvp.org 
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Good measurement practices and verifiability are some of the most important elements in 

providing the confidence needed to secure funding for projects. Securing financing requires 

confidence that energy efficiency investments will result in a savings stream sufficient to 

make debt payments.  

 

9.7.2 Non‐compliance 

If the achieved and confirmed energy savings are lower than the guaranteed and 

contracted savings (or generation) after re‐calculation for average climate conditions, 

weather events, etc., then a specific protocol will need to be followed. The missing 

revenues/cost savings that were contracted will need to be paid by the ESCO to the client. 

9.7.3 Final balance 

At the end of the contractual period, the retained ESCO completes the project and fulfils all 

its contractual obligations. The ESCO will, according to its contract, submit a final report 

that details the fulfilment of all requirements according to the contract. 

9.7.4 RETScreen 

The Government of Canada’s RETScreen site offers qualified bidder lists of ESCOs. The lists 

adhere to qualification protocols with tiers of experts based on experience with energy 

performance-based contracts. RETScreen’s Qualified Bidders List is the initial component of 
the Canadian Government’s evaluation process for EPC procurements. Further analysis and 
evaluation would need to be conducted in relation to the Dominica project and the 

potential call for international bids. 

 
10 Develop resources such as template agreements: Contracts57 

The EPC contract between the ESCO and the Dominica client should contain guarantees of savings and 

also regulate allocation of financial and technical risks for implementation and operation during the 

duration of the project. Note that duration of an EPC project (for energy efficiency for buildings) is 

typically 10 years.58 Key elements, which should be included in the EPC contract, are the following:59  

• Guaranteed savings – the ESCO guarantees a certain amount of yearly savings to be achieved 

throughout the duration of the contract. The contract has to clearly define what happens if the 

guaranteed savings are not achieved, i.e. there has to be a clear description of how the ESCO settles 

the negative difference between guaranteed savings and actual achieved savings. Further, it has to 

clearly define the procedure for the case of exceeding the guaranteed level of savings, which sets a 

method of distribution of access savings between the client and the ESCO. 

 

57 Additional contract information provided as an Appendix 
58 According to an European Union survey 71% of ESCOs reported up to 10 years (and 54% between 5-10 years) as the 

most common length of their EPC contracts – see European EPC market overview, Garnier (2013) 
59 EU Energy Performance Contract Manual for Beginner Markets, 2013 

DocuSign Envelope ID: C80B71C9-0BD1-49BA-9B5E-1BD0FAF9B8A5



 

 

Dominica EPC Feasibility   17. marts 2021  Client: UNDP 

38 

• Length of the contract. 

• Volume of investment to bring the guaranteed savings and a commitment by the client to pay the 

investment after its installation. 

• Clear definition of a reference scenario (baseline) of the future energy consumption that is to be set 

in physical units. For all financial and economic purposes, the reference scenario is calculated in 

current prices. The contract specifies a rate of inflation to be used for the reference scenario 

calculation. 

• Obligation of the ESCO to provide a report on yearly savings evaluation that documents the actual 

amount of achieved savings in the respective year – in both physical and monetary units. 

• Responsibility of the ESCO to design and implement the energy saving measures correctly. 

• Obligation of the client to provide pre‐agreed conditions for implementation of the energy saving 
measures. 

• Planned duration of installation of the investment. 

• Ownership transfer of the installed energy saving technologies to the client. 

• Means of payment for the services and savings. Usually these are paid as a monthly fixed advanced 

payment agreed by both parties. At the end of each year of the contract, after the savings 

evaluation documented in the report on yearly savings, the payments are settled. 

• Declaration of the purpose of operation of the facility on which the Energy Performance Contract is 

effectuated.  

• Method of recalculation of the guaranteed savings in case any of the input parameters differs from 

the presumptions defined in the reference (baseline) energy consumption scenario. 

• Final report – prior to the end of the paying‐off period the ESCO hands over to the client the final 
report including the total amount of cost savings, guaranteed savings, given reduction in the price 

and bonuses calculated for the entire paying‐off period, etc. 

11 Indicators, plans and procedures for testing, monitoring and managing the performance and 

impact of the pilot financing mechanism with a view to its potential to scale up investments 

in the public sector 

The development of standard procedures for measurement and verification (M&V) of savings is a critical 

aspect of energy performance contracts and particularly applicable to energy efficiency solutions (as 

opposed to generation technologies). Strong measurement practices and verifiability are necessary in 

order to attract financing, which requires evidence that energy efficiency investments will result in a 

savings stream that is sufficient for making debt payments. At the same time, viable measurement and 

verification practices allow project performance risks to be understood, managed and allocated among 

the parties.60 

 

60 European Energy Efficiency Platform, ESCO Monitoring and Verification, 2020 
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Note that savings cannot be directly measured, since they represent the absence of energy use. Instead, 

savings are determined by comparing measured use before and after implementation of a project, 

making appropriate adjustments for changes in conditions. 

M&V activities consist of the following: 

• meter installation calibration and maintenance, 

• data gathering and screening, 

• development of a computation method and acceptable estimates, 

• computations with measured data, and 

• reporting, quality assurance, and third-party verification of reports. 

Verifying (initially and repeatedly) is essential to guaranteeing that the installed equipment is able to 

produce the expected savings. Verification of the potential to achieve savings is referred to as 

operational verification, which may involve inspection, commissioning of equipment, functional 

performance testing and/or data trending. International Performance Measurement and Verification 

Protocol (IPMVP)-aligned M&V includes both operational verification and an accounting of savings 

based on specific site energy measurements before and after implementation of a project; and also any 

related adjustments.61 

M&V is not just a collection of tasks conducted to help a project meet international performance 

measurement and verification protocol requirements. Properly integrated, each M&V task builds upon 

the other and helps to enhance and improve facility operation and maintenance of savings → and this 

serves the purpose of capturing impact and establishing a template for other investments to leverage 

and scale. M&V activities overlap (and should integrate) with other project efforts e.g. collecting data to 

both identify energy-saving measures and establish performance baselines, commissioning and 

operational verification of installed energy efficiency measures, and installing monitoring systems to 

track and maintain savings continuity. Identifying such project synergies and establishing roles and 

responsibilities of involved parties during project planning helps to establish a coordinated effort. This 

can leverage complementary scopes while also controlling M&V-related costs. 

11.1 M&V and Impact 

• Accurate determination of energy savings gives Dominica clients valuable feedback on their 

energy conservation measures 

• Energy efficiency savings are the basis for performance-based financial payments or a 

guarantee in a performance contracts—this contributes to attracting finance for new projects 

and enhancing transparency 

• Documenting impact and enhancing financing – an M&V plan increases the transparency and 

credibility of reports on the outcome of efficiency investments. Again this supports impact and 

transparency. 

• M&V helps to impact and improve operations design. And it can help to improve emissions 

reporting—a critical element for international finance. 

 

61 Efficiency Valuation Organisation, 2020 
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• Scalability – The Dominica Government can leverage M&V techniques to evaluate the savings 

at selected energy user facilities; and the savings determined by M&V activities at selected 

individual facilities can help predict savings at unmeasured sites in order to understand 

performance of other sites in Dominica and help to create scale. 

 

The following figure shows the sequence of monitoring and verification activities that can play an 

important role in providing impact measurement integrity—an essential tool for attracting finance.   
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Figure: Recommended Monitoring activities for impact62 

 

 

62 Efficiency Valuation Organisation, 2020 
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12 Project recommendations 

This Report has shown that a shared savings energy performance contract model is recommended for 

adoption by the Government of Dominica because there is strong potential for attracting financing and 

maximising impact. In particular, there is potential for baseline financing from international finance 

institutions such as the Inter-American Development Bank, Caribbean Development Bank, the Green 

Climate Fund, the Global Environment Facility which can be augmented by domestic, regional and 

international commercial sources. 

  

Figure: Dominica energy performance contracting network (recommended model)63 

 

 

As noted earlier, energy efficiency projects for buildings or facilities are not necessarily ‘big ticket’ 
projects as compared to large-scale renewable energy installations like wind, hydro or concentrating 

solar arrays. In fact, the most common size of energy efficiency projects (lighting, insulation, window 

upgrades) in Europe is between €200,000 to €500,000. 

On the solar PV side, while several options have been presented,  the recommended EPC pathway is to 

lease the system where the Dominica client contracts with an energy service company. The ESCO 

develops and owns the system and is responsible for its design, installation, operation and 

performance—the Dominica client buys the generated energy from the ESCO under contracted terms 

and timelines.  

In the third option above, an ESCO owns the PV system and is responsible for its acquisition, 

installation, operation and maintenance. The system is installed with the objective to supply sufficient 

 

63 NIRAS, adapted from UNDP Environmental Finance Services and EU Towards Transparent Energy Performance Contracting 

Markets (Transparense), 2015 
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generated energy to the client, which pays the ESCO for each generated unit (measured in kWh). If the 

generated energy exceeds client demand, it can be sold into the power grid, assuming such connection 

is in place.64 

Advantages of the photovoltaic ESCO model to the Dominica client: 

• No (or low) initial investment. 

• Low overhead since ESCO is responsible for the system’s operation and maintenance. 

• Risk management transferred to the ESCO. 

• Client only pays for the generated energy. 

• An additional advantage is that the expertise and scale of the ESCO can equate to better, more 

efficient management of the PV system than if the client managed it directly. 

 

Figure: Guaranteed Savings Contract (solar)65 

 

 

 

 

This Report has reviewed the prospects for energy performance contracting for a number of clean 

energy and climate-related scenarios. Particular energy options for Dominica that can be financed by 

Energy Performance Contracting or other third-party financing solutions.  

 

 

64 ESCO Business Model: For the creation of photovoltaic (PV) energy for self-consumption and injection of the excess energy into 

the grid in accordance with Chilean law, GIZ, 2016 
65 ESCO Business Model: For the creation of photovoltaic (PV) energy for self-consumption and injection of the excess energy into 

the grid in accordance with Chilean law, GIZ, 2016 

Technology
System size 

(kW)

Unit capital cost 

($/kW)

O&M Costs (US$ 

per kW/year)
Capacity factor (%)

Total annual output 

(MWh per year)

Life time 

(years)

Long run marginal 

cost ($/kWh)

Solar PV Commercial 

scale (regional)
1 000 2.750 18 18% 1 577 20 0.15

Solar PV Util ity scale 

(regional)
10 000 2.250 17 18% 15 768 20 0.18

Geothermal 

(Dominica)
10 000 5.200 149 85% 74 460 25 0.10

Commercial hydro 

(regional)
5 700 2.000 250 62% 31 000 20 0.09
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Solar PV – Mature technology, although further improvements are expected. Dominica has abundant 

solar radiation. It is estimated that horizontal insolation averages roughly 5–6 kWh/m2/day. Some 

micro-scale PV systems are already in use by private parties. Rapidly dropping cost of solar PV means 

that there is potential for further development of solar PV. 

Development of solar energy that includes training for solar energy conversions and 

related technologies, incentives for conversions of solar heating in homes and public 

buildings, feed-in tariffs for solar producers, design and construction of pilot grid- 

connected solar power facilities, and soft financing for communities and small-scale 

private solar power conversions; 

 

Geothermal – Mature technology. Dominica hosts nine live volcanic centers and is ranked first in 

geothermal potential among islands of the Lesser Antilles. The Government has completed technical 

feasibility of some resource sites. The Government drilled an 11 MW production well and is in the 

process of developing a 10 MW power plant to serve the local electricity sector. 

Hydropower – Mature technology already in use in Dominica. There is a possible 10–30 MW of 

untapped hydropower. There is also possibility to enhance the capacity of existing plants. 

Feed-in-tariffs – Can play an important role in revenue opportunities for clean energy markets, including 

for cost offsets. Feed-in-tariffs are not fully implemented, operational and comprehensive in Dominica 

but in the proposal stage of rollout. 
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Appendix 1: Contract Template 

These are the key elements to be considered for inclusion in an energy performance contract. They need to 

be adjusted or expanded upon to fit project, client and service provider contexts. 

Contract Sections Descriptions (where applicable) 

Agreement Parties 

Commencement date  

Schedule Confirm full project timeline and deliverable dates 

Budget Proposed by service provider or project owner 

Approval  Dominica agency 

Project financing Loan or otherwise 

Funding assistance Government or 3rd party 

Monitoring & Verification Energy use records and data 

Installation, implementation and construction services  Preliminary evaluation, full evaluation, all specifications, 

parameters 

• Based on agreed terms 

Solicitation documents to secure proposals from 

qualified contractors 

Parties 

Bid solicitation Programme and process for bids 

Permits and approvals Including certifications 

Design of the project  

Construction or installation contracts Including certifications 

Responsibility waivers E.g. workers compensation where applicable 

Performance bonds Service provider 

Construction or installation   

Project schedule  

Location and access  

Adherence and accordance to requirements of 

construction 

 

Review of performance and Review of requests for 

change 

 

Monitor compliance  

Waiver (lien)  

Warranty (e.g. 1-year)  

Maintenance training  

Compensation  

Fee amount  

Interim payments  

Final payment  

Termination fees  

Fees for additional services  

Reimbursements for costs  

Cash flow  

Debt service and energy payments Client 

Annual Reconciliation Period For each year during the term of this Agreement, the 

Total Energy Cost Savings, the Excess Energy Cost 

Savings, and the Annual Project Benefits will be 

calculated on a calendar–year basis. The "Annual 

Reconciliation Date" shall be the first day of the 

following February, at which time the calculation of the 

Total Energy Cost Savings, the Excess Energy Cost 

Savings, and the Annual Project Benefits shall take 

place. The first reconciliation will be for a partial year 

from the Commencement Date through the following 

DocuSign Envelope ID: C80B71C9-0BD1-49BA-9B5E-1BD0FAF9B8A5



 

 

Dominica EPC Feasibility   17. marts 2021  Client: UNDP 

46 

year. Partial year reconciliations shall be prorated over 

the period for which energy savings are calculated. 

Energy bills The CLIENT agrees to provide, each month, 

consumption and billing data 

for electric and gas utilities and all other energy 

suppliers to PPESCO. Copies of energy bills shall be 

provided to PPESCO within seven days of their receipt 

by the CLIENT. 

Calculation of energy and cost savings Energy and Cost Savings shall be calculated as provided 

in respective schedule (i.e. Energy and cost savings 

guarantee) 

Adjustments to base energy use  

Adjustments Resulting from Material or Operational 

Changes in Condition or Use of Facilities 

1. manner or frequency of use of the Facilities; 

2. hours of operation of any equipment contained in the 

Facilities; 

3. occupancy; 

4. structure of the Facilities; 

5. types of equipment used on the premises; 

6. conditions affecting energy use in the Facilities, other 

than those caused by the installation of measures set 

forth in this Agreement, which reasonably could be 

expected to change the amount of energy used at the 

Facilities 

Adjustments Resulting from Failure to Perform 

Adequate Maintenance 

 

CLIENT and SERVICE PROVIDER acknowledge that 

proper maintenance of the equipment is 

essential for achieving the projected energy savings. 

Should CLIENT fail to perform Proper 

Maintenance and Servicing, and should such failure 

reduce the level of utility savings during the loan 

repayment period, SERVICE PROVIDER shall, in 

consultation with CLIENT, adjust the Fixed Base Year 

Energy Use accordingly 

 

Energy and cost savings guarantee  

Guaranteed savings  

Annual review and reimbursement  

In recognition that an insufficiency in savings as 

described in the preceding paragraph for a 

given year may be a transient condition, such payments 

from Service Provider will be considered a 

no-interest loan. Service Provider shall be repaid any 

sums paid under Section (…) to the extent 

Total Energy Cost Savings in subsequent years produce 

an excess of savings that allows such repayment 

 

Service provider account for the benefit of client Service Provider maintains line of credit with a financial 

institution with sufficient funds to cover (X%) of current 

year’s projected annual project benefits.  
Energy management services  

Monitoring and calculation of savings  

Routine review of equipment  

Energy training  

Assessment of maintenance needs  

Performance contract service fee  

Distribution of excess energy cost savings  

Insurance coverage  

Additional services  
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Access to project records  

Hold Harmless Clause  

Hazardous materials  

Applicable laws Parties insert 

Severability  

Arbitration  

Index of schedules Schedule A – Scope of the Project: Description of the 

scope of the energy conservation and related 

work to be performed at [PROJECT LOCATION] 

Schedule B – Additional Maintenance and Service 

Activities 

Schedule C – Fixed Base Year Energy Use 

Schedule D – Energy and Cost Savings Guarantee 

Schedule E – Methods of Savings Measurement 

Verification 

Schedule F – Energy Rates for Savings Calculations 

Schedule G – Cash Flow Projection 

Schedule H – Service Provider Fee Schedule 

Schedule J – Service Provider Hourly Billing Rates 

Schedule K – Standards of Comfort 
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 Climate context

The Commonwealth’s Nationally Determined Contributions (NDC) includes Energy 

Efficiency for commercial, government and institutional buildings (retrofitting lighting, 

air-conditioning, appliances, awareness drive)

• Program Timing: 2016-2025

• Forecasted Emissions Reduction: 5.2 Gigagrams (Gg)

• Cost Estimate: US$2.3 million

• There are other targets for streetlighting

3
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 Financing models

Financing models for clean energy depend on hardware and maintenance costs, benefits sought and the 

cost recovery/investment horizon e.g. 25 years = long term

• Pay as you go – delivery financing mechanism for commercial and residential end users

• Blended finance – public or government finance that can take on early-stage, higher risk positions 

accompanied by private finance to catalyse uptake

• Power purchase agreement (PPA) – buying power generated by solar PV

• Market-based support mechanisms – tax incentives (investment-focused) | feed-in tariffs 

(generation-focused)

5
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 Financing solutions 

For a residential or commercial/industrial rooftop PV system, the investment options are: 

• Self-financing

• Retail debt or concessionary financing instruments, including mortgage-based loan, personal loan, 

and saving guarantee program. 

• Solar crowdfunding (for loan or leasing) and solar third-party ownership models (pay-as-you-go 

business model, which allows payment for the power service without the high upfront cost) 

- This is yet to be demonstrated, especially where legal business structures and supporting policy are 

not fully implemented.
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 Energy Performance Contract – definition 

Clean energy and energy efficiency projects tend to be financed through 

long-term funding and loans. These can take a long time to develop

Energy performance contracts (EPCs) provide near-term solutions and are 

project-specific. They also have key properties that address risk, 

uncertainty and financing.
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 Energy Performance Contracts

Under an energy performance contract, a service provider i.e. an energy 

service company (ESCO) implements a project to deliver energy efficiency  

or renewable energy solutions and uses the income from the cost savings 

or the renewable energy produced to repay the costs of the project. 

8
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 EPC key elements

• An ESCO undertakes the energy efficiency or renewable energy 

development project

• A contract between the ESCO and the property owner needs to be 

structured based on agreed outcomes

• There needs to be a viable method for measuring and verifying energy 

generation or energy savings
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 Renewable energy opportunities (Caribbean region)

• Financing terms typically require collateral, have interest rates ranging from 7% to 

20% and tenors are typically 3-5 years. 

• Few lenders offer tenors over 10 years. High costs of capital and short debt terms 

constrain market growth and weaken PV economics.

• Commercial PV system costs averaged $2.88/W, with a high of $4.00/W in 

Martinique and a low of $2.00/W in Barbados.
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Dominica Clean Energy Finance
 Indicative solar PV prices in the region
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Dominica Clean Energy Finance
 Indicative solar PV prices in the region (US$ / watt)
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Energy Performance Contracts
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 EPC characteristics

• Turnkey service: The EPC provider delivers all the services required to design and implement a 

comprehensive energy saving project at the customer‘s facility, from initial energy audit to measurement 

and verification of savings.

• No up-front capital: Energy efficiency investments are repaid directly from energy savings and related 

financial savings, so there is no need for upfront capital from the customer.

• Low risks for customers: The EPC provider assumes the contractually agreed performance risks of the 

project.

• Savings guaranteed: The EPC provider guarantees the achievement of the contractually agreed level of 

savings and is obliged to compensate savings shortfalls.

• Support in securing financing: The capital to finance the EPC project can either be supplied out of the 

client‘s own funds or by the ESCO or a third party.
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 EPC opportunities

• Energy Efficiency – implementation of EE mechanisms in government 

and commercial buildings. These projects cost on average less than 

US$ 100,000.

• Renewables – ambition to introduce or expand RE into its supply mix, 

e.g. through the installation of solar PV panels at government and 

commercial buildings or facilities. Costs depend on the size of the 

project.
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 Context

The Commonwealth’s Nationally Determined Contributions (NDC) points 

to specific opportunities in Solar PV for commercial, government and 

institutional buildings

• Program Timing: 2017-2025

• Forecasted Emission Reductions: 0.86Gg

• Capital Cost Estimate: US$2.7 million
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Dominica EPC
 Ideation

The GCF made a US$ 20 million loan (plus technical assistance grant) in 

Salvador to develop its energy efficiency and ESCO ecosystem. The 15-year 

project includes US$ 20 million in co-financing. 

- Key feature: a credit line (and revolving fund) for local banks

17
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Dominica EPC
 Ideation

Solarize St John (USVI)

• Bundle PV projects for pricing purposes

• US$1.50 per watt

• Crowdsourcing sustainability

• Government incentives covering 40% of a system up to US$30,000

18
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Dominica EPC
 SWOT

19
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Dominica EPC
 EPC Process
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Dominica EPC
 Potential roles and responsibilities 

Ministry of Environment, Rural Modernization and Kalinago Upliftment – should serve as the focal point for EPC 

development. This should include responsibility to approve project origination and development (if that falls to 

another ministry or agency, the Ministry of Environment should at least retain responsibility to provide counsel). 

This includes for energy efficiency and renewable energy projects that will pursue energy performance contracts. 

DOMLEC – responsible for procuring a service provider e.g. an energy service company (ESCO)

Ministry of Finance – fiduciary responsibility for EPC contracting, transfers and transactions

Chamber of the Attorney General – legal guidance and support

Independent Regulatory Commission (IRC) – Commonwealth of Dominica’s electricity regulator. Suggested 

responsibility: establish rules and guidelines for EPC and provide transparent guidance on transactions.

Local private ESCO – or a regional ESCO 

Funding agencies – The Climate Change Trust Fund can help to bundle the EPC project with other initiatives to grab 

scale and interest of IFIs e.g. Inter-American Development Bank (IADB), Caribbean Development Bank, Green 

Climate Fund and the Global Environment Facility.

21
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Dominica EPC

 Potential model

22

DocuSign Envelope ID: C80B71C9-0BD1-49BA-9B5E-1BD0FAF9B8A5



Risks & Responsibilities
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Dominica EPC
 Risks and EPCs

• EPCs transfer risk from end-user to a third party or service provider/ESCO. But 

those risks still remain:

• Risk guaranteed savings are not achieved (EE)

• Risk targeted generation (RE – PPA) not met

• Parties with responsibility:

• Service provider

• Financial institution

• End-user

• Government, utility, other intermediary 

24
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Dominica EPC
 Risks and Responsibilities

EPC is designed to lessen the project risks of customers because it transfers 

technical risks from the client to the ESCO.

• Example – installation of LED lights: their maintenance and cost savings become 

responsibility of the ESCO. 

However, clients can be at risk if they do not undertake basic due diligence on what 

they are investing in and what the costs are. 

• Example – technology and prices (e.g. LEDs) should be known before contracting.

• Example – policies (e.g. feed-in tariffs) should be known prior to contracting.

Local Dominica financial institutions can also face risks e.g. payback periods, 

technology performance, etc.

25
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Dominica EPC
 Risks in contracts

• Contracts require specific references to targets, responsibility for 

delivery and agreed course of arbitration in order to define and 

mitigate risk

26
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Dominica EPC
 Risks / Barriers
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Barrier Description Strategy

Lack of trust from investors
Energy performance contracts include 

assurance clauses or a guarantee.

Establish viable performance criteria in 

the contract

Lack of information on the 

project components (for EE or RE) 

or on service providers

Build this into the tender stage.

Intervention begins with a baseline 

measuring energy that would have been 

used if an energy performance contract 

hadn’t implemented. 

Low energy prices
Less of an impact on solar PV 

investments.

The commitment to clean energy in 

Dominica is a climate priority and not just 

a finance decision 

Access to finance

Local financial institutions may not have 

necessary technical background and 

capacities to properly assess an EPC 

project. And local ESCOs may not have 

sufficient credit-worthiness.

Finance solutions may come from 

international sources e.g. international 

finance institutions such as the Green 

Climate Fund, IADB or Caribbean 

Development Bank. And foreign ESCOs 

may be the EPC provider. 
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Dominica EPC
Importance of measurement and verification (M&V) 

• There needs to be a method defined in the contract for measuring and verifying 

energy generation or energy savings

• Monitored and verified savings or generation must be done by a third-party

• The guarantee of savings is set in the contract and the ESCO guarantees 

attainment of a specific metric. For instance:

• Annual volume of energy generation or savings in physical units (e.g. kWh or 

MWh)

29
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Dominica EPC
Measurement and verification (M&V) 

• During the contract period, the energy service company needs to continuously

supervise the functioning of the energy system it is responsible for. It is further 

expected to monitor energy consumption and to intervene in the case of 

undesirable action.

• Performance-based projects in Dominica should be subject to international 

protocols such as the International Performance Measurement and Verification 

Protocol.

• For Dominica, it may be important to include in the contract with the ESCO 

delivery of technical assistance and capacity building to ensure that the 

operation can be technically and effectively managed, post-contract.
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Dominica EPC
Reviewing tenders

• Approach to the evaluation of proposals from service providers needs to be 

defined and applied.

• Evaluation methodology can be developed by the client but should be reviewed 

by a bid facilitator, who may be retained by the Dominica client.

• Criteria must include quantitative aspects (e.g. energy or emission savings), 

qualitative criteria (e.g. energy management level, quality of energy and 

efficiency technology equipment) and financial criteria.

32
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Dominica EPC
Reviewing tenders

Quantitative

• Emissions savings or energy savings in the physical units. If a specific volume of 

energy savings in physical units is required (as opposed to cost savings), it can be 

set as a minimum requirement. For a solar PV performance contract, a minimum 

target of generation should be noted.

• The service lifetime of technical equipment within energy systems in buildings is 

approximated at 15 years. Solar PV panels and accompanying hardware is 

generally assumed at 20 years.

33
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Dominica EPC
Tender reviewing

Qualitative

• Some reviewing criteria are not easy to measure. These include:

• Firm’s energy management level (its system measuring and monitoring);

• Quality of the technology, hardware, service life being proposed;

• Method of problem-solving and maintenance level;

• Proposed system for training of staff;

• Project organization; 

• Capacity to provide maintenance services immediately.

34
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Dominica EPC
Tender reviewing

Financial

• The financial profile is the most critical feature of a tender submission—and its 

evaluation. Bids need to include an aggregate of the present value of all the 

monetary benefits and all the costs expected to be generated in in the EPC 

project. 

• This is expected to be in the form of the net present value (NPV) of the project.

35
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Dominica EPC
Tender financials

For a solar PV contract, NPV can be measured as guaranteed generation 

achievement (and capital expenditures (CAPEX), operational expenditures (OPEX)), 

aggregated over the project lifecycle. 

Other financial metrics could be used, such as internal rate of return (IRR) of the EPC 

project. 

36
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Dominica EPC
Tender financials

Some assumptions also need to be made for the financial case and included in bids: 

• The discount rate that should reflect the financial situation of the client.

• The period for which the criteria will be applied – only contract duration, or as 

otherwise specified (e.g. post-contract).

• Scenario management e.g. if achieved savings exceed contracted or guaranteed 

levels between the client and the EPC provider (ESCO), how will such a dividend 

be divided? 

• For the case of solar PV, how will the monetized returns from technology 

overperformance, e.g. returns from generation in excess of the targeted 

threshold, be divided?
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Thank you

NIRAS A/S

On behalf of UNDP 
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For UNDP Finance Use Only 

Receiving Date Returning Date Remarks 
   

 

 

Payment Request 
PR01 

Date: 21 March 2021 

 
Voucher #  

In accordance with the activities as defined in the Annual Work Plan (AWP), we hereby request UNDP 

to make the following direct payment to the payee below 

 

Project ID and Title  00091623 – Low Carbon Development Path Project 

Total Amount USD 27000.00 

Purpose of Payment Inception Report; Feasibility Study 

Payee:  
  

 

Name:      Thomas Thorsch Krader (NIRAS) 
Due date: March 21, 2021 

Invoice No.: 102005086; 102004870 

Payment mode requested: EFT 

 

For EFT: 

Bank Name:  DANSKE BANK 

Account number:  445101721 

 

Chart of Accounts 
Project ID Activity Donor Fund Budget Account Currency & 

Amount 

00091623 OUTCOME 1 10003 62000     71200 USD 27000.00 
 

Certification: The authorized official hereby certifies:  

 that this payment has not previously been made;  

 that this payment is in accordance with the Annual Work Plan (AWP);  

 that this payment is covered by funds available in the project budget;  

 that this payment is for goods and services that have been delivered to the satisfaction of the requesting agency;  

 that copies of invoices and other supporting documentation will be available for audit verification.  

________________________________________________________________________________ 

 

Prepared By:   Approved By:    Approved By:  

Project Associate:  Project Manager/Coordinator:  Deputy Resident Representative  

 

 
          

  
        

Name:  Elizabeth Robinson Name:   Mohammad Nagdee         Name:  Ugo Blanco 

Date:    March 20, 2021                 Date:     Date:      
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