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The proposals to reinforce the Energy Efficiency Directive (EED) are currently being discussed by the EU Council and the European Parliament.
This is the chance for the EED to drive energy efficiency policy into the 21st century, by using meter data to estimate energy savings and the
piloting of pay-for-performance (P4P) support schemes. This briefing explores how legislators could reinforce the EED proposals.

The buildings sector needs to deliver

The EU has set itself ambitious climate goals and is currently negotiating the package of measures to deliver the agreed net 55% carbon
emissions reduction target by 2030. The European Commission has identified buildings as the sector that should reduce its emissions the
fastest during the 2020s. The Commission’s Climate Target Plan foresees a doubling of the building renovation rate (the energy savings
delivered by building fabric improvements), driven by a combination of energy pricing, regulation and supporting policy measures.

The proposed recast of the EED is a key part of this framework. From 2024, it would require Member States to almost double the annual energy
savings delivered through national policy measures. If this requirement - the energy savings obligation (Article 8) - is successfully implemented,
the EU will go a long way towards achieving its energy efficiency and emissions reduction targets.

Measuring success: a prerequisite to effective energy efficiency policies

Successful energy efficiency outcomes are not automatically assured nor easily measured. Energy savings, the key performance indicator for
the EED, are notoriously difficult to calculate accurately, as they are the absence of energy use compared to a baseline.

Energy consumption, on the other hand, is much easier to measure, and as digital metering technologies and data management processes
become more advanced, it is now possible to calculate energy consumption as often as required at very low cost. These developments make it
possible for energy efficiency programmes to use metered data to calculate the energy savings from an energy efficiency intervention. Leading
energy efficiency service companies are already marketing their own metered savings offerings, but policy has yet to catch up.
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Aligning incentives with the Fit for 55 goals

Despite the proliferation of meter data, EU Member States are not currently using them to calculate their energy savings in the buildings sector.
The EED does not provide a premium for certainty in energy savings delivery, while this has been a focus in other parts of the world. In the U.S.
for example, a number of pay-for-performance pilot programmes based on metered data have been set up in the buildings sector, aggregating
energy savings from household energy efficiency actions. In California, the State Legislature requires that real-time energy usage data be made
available to consumers and that weather-normalised, meter-based savings be prioritised; and the California Public Utilities Commission requires
that energy utilities procure third-party designed and implemented energy efficiency programmes.

With no EU legislative incentive to improve certainty, Member States find themselves in a quandary. Improving measurement and verification
would help them to provide better value for the public money spent on energy efficiency programmes; at the same time, it would reveal the
extent of under-delivery, putting increased pressure to comply with the EED energy savings obligation. The current system embeds a
misalignment of incentives, from the EU to Member States and on to the energy efficiency supply chain.

To help policy makers take advantage of the availability of meter data and reduce the uncertainty of energy savings estimates, the H2020 SENSEI
project has developed the eensight tool, which contributes to the advancement of the automated measurement and verification (M&V)
methods for energy efficiency. Additionally, the proposed SENSEI model* (combining Energy Performance Contracting and Pay-for-Performance)
aims at linking metered energy savings performance to subsidy payments. Decision makers should consider how these approaches could
increase confidence in the roll out of metered savings methodologies.

* See Guidelines for the design of P4P schemes and Proposal on the specifications for P4P project data.
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