This project has received funding from the A
European Union's Horizon 2020 research a e a ( y
and innovation programme under grant T —

agreement No 649905

Task 4.3 Business and ma

D4.47 Germany
National Pilot Project

13/12/2017




This project has received funding from the A
European Union's Horizon 2020 research a e a l y
and innovation programme under grant —_— T ————

agreement No 649905

European
Commission
——

LabelPacks.¥%

D4.4¢ Germany

Business models

November2017



This project has received funding from the L b I P A
European Union’s Horizon 2020 research a e a c l. y
and innovation programme under grant —_— L ————

agreement No 649905

CONTENTS
SUIMIMIBIY .ttt e et e e o4t e e e e e s oo e e ettt e e e 4 e 1 e bR e e ettt e e o4 e s e e e e et e e e e e s e ab b re e e e e e e e e s e nrrn e e e e e e e e s 4
LT T 1= [T [ PP 5
LI 1o SN 1T [ PR PSR 5
Lo INrOAUCHION....ccc 1
2. Theory of platform BUSINESS MOUEIS ........cooiiiiiii e 1
3. Status quO Of the LPA+ PIAIFOIM ....oiiiiii e e 3
TN 0 ] 1 r= Tod [T TP PP PP PPUPPPPPRPUTRN 4
3.2 BENChMArK (WAZ-TOO0I) ......eeeiiiiiiieeeee ettt e bbbt e st e e s nb e e e s nanne s 5
S e 0 = T Tox [ To T 10T [ PP PPPPPNt 6
4.1 NON-TFAfIC DASEU....ceii it e e et e e e e e s e s bbb r e e e e e e e s e rnnbereeaeeeas 6
A2 TraffiC DASEA ... —————— 8
i R U =T g =TT T 8
4.2.2 TOOI €MBDEATING.....ceiiiiiiiiiiii e e e 9
4.2.3 Platform adVertiSING........ccooiiiiiiiiiiiiiiee e e e e e e e e e e e e e e e e e e e e e s e e s e e e e e e 9
4.2.4 Market intelligenCe dataL...........cccuuiiiiiiiiiiiiiieeeeeeeeee e 10
G B = ToTo] o T a 0]=1 5 (o F= 11T o 1 11
5. Management MOAEIS..........oooo i 12
6. FInancCial @nalySiS........ccooiiiiiiiiii 14
8.1 USEI SEALISTICS ... e e teieiteteeee e e ettt ettt et e e e ettt e e e e e e o ab ettt e e e e e e e s an bbbt e e e e e e s e anbbbeeeeeeeeeaannnrnees 14
2 O 0 1= = RPN 15
6.3 CasSh-TlOW ..ccoiiiii 17
TG T I 7= T < o 1 > 17
TG T = 1T A o3 1 19
TG TG 1Y 0 ] A o= 1= = 21

R o o o3 1115 (o] o 1R 24



This project has received funding from the L b | P A
European Union’s Horizon 2020 research a e a c (. y
and innovation programme under grant —_— e

agreement No 649905

Summary

The aim of this document is to report diask 4.3: Business and management models for the Label Pack
A+ platforms It is an elaboration of different financing and management models for the maintenance
of the LPA+ platform after the project.

This report summarizes and explains the theory of platform business models and analyses the status

qguo of the LPA+ platform in the six project countries. It goes on to navigate the reasons why the LPA+

LX FGF2N¥Qa | 00Saa NI ( SadilardeliNie with2hg genefahlab&lihg/canceptk S NX |
and not the platform itself. It will be necessary to overcome these obstacles to guarantee that the

LX F GF2NY OFly FAYFIYyOS AGaStT Ay (KStodldmiamhBett LYy (K
more closely. The Vdz2 2f A& O2yaARSNBR | o6SYOKYFNJ] -F2NJ €I
financing and generates significantly higher access rates than others.

In collaboration with the national project partners (NPPs), seven financial modelsemtiiat and

divided into two categories: netraffic based and traffibased financing models. An analysis of non

traffic based financing models shows, that there are only two options available for direct financing

after the project ends. One is cooperati with SKN as part of a SCF funded project that will connect

the SKN and LPA + databases with one another. The other is a provision of funding from national
associations and their members. Follow up projects from the EU should be considered as wedl, but a
unlikely to provide support immediately after the project finish. The trdfised financing models

have been narrowed down to user fees, tool embedding and market intelligence data and exclude

LI I GF2NY | ROSNIA&AY A 0S CGtbdmiaid isicinside®ed cBudtérarodickve [ t ! t
AY | OKAS@AYy3 GKS LI O1F3AS tFroStQa 321t o

The user statistics demonstrate the necessity of usingtnaffic based financing models as soon as
the project ends. After getting initial funding, the percentage of ineofrom nontraffic based
financing models needs to rise consistently, to succeed in getting-firseiting business model.

The LPA+ platform can be managed in a centralized or decentralized manner. The platform is currently
being managed centrally, as BE is responsible for the maintenance of the website and Trenkner
Consulting is managing the tool. The LPA+ platform is likely going to establish a database and help with
implementing the label in other EU Member States. With this development patterceittralized
structure should be maintained, so that the platform can be managed-tané cost efficiently.

Finally, a financial analysis is performed using a-lashmodel to compute three different scenarios:
base case, best case and worst case foffitheyears after the project ends. The costs for maintaining
the LPA+ platform stem primarily from personnel costs. Based on the available data and the underlying
assumptions, all scenarios require equity injections for the first few years to maintaipldtferm.

The base case and worst case scenarios are shown to bprofitable investments, whereas the best
case scenario is seen to be profitable under the assumptions made.
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1. Introduction

The purpose of thislocumentis toreport onTask 4.3: Business and management models for the Label
Pack A+ platform®Based on the input produced by the National Stakeholders Platform (WP3), it is an
elaboration of different business and financing mod#at can be adopted by national target
countries tomanage andnaintain the platform after the projectt shouldalso simultaneouslyrovide
ideasabout howto finance the management of the platform in n@onsortium countries.

The business modeldetail the potential roles of all key actors and assessthe financing and
management requirements to be addressed and Howpecificallyaddress tlese. The goal is thave
the models beselffinandng, andnotbe & NJB | f ténakiriNfRiSinkss models.

The work content is based on interviewsarried out withthe NPPsn the six project countries.

2. Theory of platform business models

Ly 2NRSN) (2 dzy RSNEGFYR LI I GF2N)Y o0dzaiAySaa Y2RSft a;
Wo dza A ¥ S aThe lave? iR & fin@él which defines how an organization creates, delivers, and

captures value from a customer. Therefore, it shal® RAFFSNBYGAlI GSR FTNRY (KS
LI I yaQ>X gKAOK Aa I F2NXIf RSAONALIIAZY 2F o0dzAAYySaE

In this report, business models are to be developed in the context of platforms. The most commonly
known definition of patforms, also used in this report, refers to a piece of software like a website or
an online tool. However there is a second, economic definition which is important for an
understanding of how platforms work.

In economics, the platform itself istausiness model focused on facilitating the exchange of value
between user groups, between producers and consunf@rexample To understand the concept of

a platform as a business model, it is helpful to draw a line to other business models like foleexamp
the linear businesses. Such business models rely on the typical linear supply chain, which gives it its
name. Theyreate value in the form of goods or services and then sell them to someone tth@wvn
streamof their supply chain. In order to do so, thewn the means of production. Platforms however

just own the means of connection. They basically bring together user groups and #rebteation

of valuebetween both by facilitating transactions.

According tats economic definition, the basic strucauof every platform is made up of a value unit,

a filter, the core interaction/transaction and its participants. The value unit is what participants create
for others. In case of the LabelPack A+ platform it could meaprguctinformationsuppliedby the
manufacturers. The filterusually some sort of interfacis, the tool which helps users find the specific
information they are looking for
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The core transaction is the most important part of the platform design. It iptbeessn which value
iscreatedfor its users and turga connection into a transactioff he platform neeslits users to repeat
this processonstantlyto generate and exchange value.

The core transactionfevery platform contains four basic actions:

CONSUMERS PRODUCERS
4 COMPENSATE AN
CORE
TRANSACTION
CONSUME CREATE
CONMNECT

Figure 1: The fours steps of the core transaction *

Create: A producer creates value and makes it available via the platform.
Connect: One user takes an action that connects them to that value via filter.
Consumer: A user consumes the value created by the producer.

A 0w DN PE

Compensate: Consumers return value to the producer in exchange for what they consumed.

A major challenge iachievng a high repetitionrate of the four basic actions, which define the core
transaction,is to convince users tparticipate on the platform. The technology provided by the
platform then helps match the users to each other or a certain vahgfacilitateghe transaction. In
addition, the platform sesstandards and establigisrules among the users to build trust in the values
andthe quality of the service®ffered.

1 https://www.applicoinc.com/blog/whatis-a-platform-businessmodel/
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3. Status quo of the LPA+ platform

To effectivelyevaluae the potential business models for the LPA+ platform, it is important to analyse
the status quo in the six project countries. Therefore, a survey was carried out atnPfe of Italy,
Portugal, Great Britain, France, Austria and Germany were interviewed. The finstiente were
conducted in March 201&o identify pcssiblebusiness modelsAnother session ikugust 201 #ried

to evaluate the business models and their apgbility to the LPA+ platform.

A representative numbenpf the acceptance of the LPA+ platform and its coverage in different
countries is the access rate and the number of generated/downloaded labels. The following chart
shows the generated and downloaded labels from the LPA+ tool for water heaters and coorbinati
heaters. It includes five of the six project countries. Gamansituation regarding the package label
will be analysed ichapter 3.2 The tabledisplays thequantity issuedn the leftand theaspired goal
determined at the beginning of the projeatn the right

Table 1: Labels generated and downloaded from the LPA+ tool (October 2015 i March 2017)?

Category/Country| Water heaters Water heaters Combination Combination
issued goal heaters issued heatersgoal
Austria 1 5,200 5 2,100
France 52 4,100 36 200
Italy 46 11,800 121 400
Portugal 702 2,100 171 -
United Kingdom 26 2,600 14 100
TOTAL 866 43,400 374 11,200

In Portugal the integration of the package label into a national heat incentive led to a rise of platform
accesdgrom July to November 201&nfortunately, the effect triggered by the incentidi not have
longterm effectswith regard to user access rates on the platform.

The acess rates are far behind expectatioimsall project countriesThis should be considered a
conseqguence of the poorly conceived energy labelling concepttanglst partly be blamed onthe
online platform

As pointed out by the NPPs and in the SVé0dlysis\Peliverable 4.1: Package Labaplementation
AssessmenReporttsomesubstantial issues were identified which can be considered obsttartas
implementation of possible business modemhis report will highlight the main obstacles and
considers its solutiomecessaryfor the successful implemeation of selffinancing business models
on theLPA+ platform.

2labelPack At btt NBLR2NI LES HAMT
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3.1 Obstacles

According to the concepif the labelling process the manufacturers, installers and systems designers
are oblgedto attach a label toall water and spaceheating systemsold to end-consuners. The
implementation of the new labetan be enforced either externally bythe controls of market
surveillance authorities or bedbya dzLJLX @ OKI Ay #tfinsid nfofvatbrRS NE Q 246y

Controlingthe packagedbelis difficult to manage and causerohibitive costs for public authorities.

In contrast tothe control of white goods, wateland spacenheating systems are custemade and
therefore often not exhibited in showroomswhere they are easily controlled. Instegdmarket
surveillance authoritiesvould have to conduct test purchases to control the correct application of the
label.However these control®nly focuson the general aplication of the label and doot determine
whether the category displayed on the labi correctfor certain systera Such controlsequire
expensive measurement technology and difficult to apply due taheir high time expenditure and
the minimalstaff responsible for the controls.

The alternative approach focuses on the intrinsic motivation of the stakeholders in the supply chain.
On the one hand, red-consumers who see the clear benefits of the label could urge instalfets a
system designers to apply the lalbgl demanding it in eary quotationrequest. Currently, as consumer
protection agencieshave made clear, engonsumes do not fully understand the label andhe
benefitsit entails As a resultthe label shouldn of itselfincludeadditionalinformation demonstrating

the bendfits it hasfor the end-consumer The announcedescaling of theenergy efficiencgategories
shouldbe implementedas well There is currently a lack of articulation regarding ttiferences by

the scaling parametersvhichcanonly be found in the upper categoried++ to B

There are arguments however, thd@tKS Ay adl t £ SNRa LJ2 aA @dthey aréd K2 dzf R
currently in charge of theabelling processThis meansadditional time expenditure andegal
responsibility for tre printed label. To avoidearing most of theesponsibilitythe installers aremost

likely to buyfactory-made systems which are labelled by the manufacturers. This strengthens the
manufacturer§positionin the market big manufacturers in the heating miat in particular willprofit

from this developmentTheywill be able tooffer waterand spacéeatingsystems withselfdeveloped

labelling toos on their websitein regard totheir own productsonly. Smaller companiethat have
specializegroductsarelikely tofall behind.

One way to address #issuesnentionedabove,is to minimize theeffort made to generatehe label
by improving the platformand making the toomore userfriendly. This includesncorporating the

SolCGal methodology to avoid extraork in additional excel sheetgsdhelping usergnter correct data
with information buttons. The lack of an extensive databaseaisissuethat preventsinstallersfrom

using the tool because its too time consuming for theno insert the product fichesn their own As
mentioned it is also important to rid installers of the legal responsibility for inseng the
characteristics in the label generatipnocess
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To siccessfuly implement the label in the markehe obstaclesnentioned above among other issues
mentioned inDeliverable 4.lhaveto be addressefundamentaly andform the basis foselffinancing
platform busines modes.

3.2 Benchmark (VdZ-tool)

The Vdzool was developedor professionalsn Germanyto calculatethe package label for watemd
spaceheating systemsVdZ is an umbrella association which unites variousihgatnd building
industry associationdnitial fundingfor the toolwas provided byhe solar thermal and heating pump
associationsThe tool broke into the marketin March 2016,sincethen 30000 labelshave been
generated Its successful breakthrough has led itlhe considereda benchmarkfor energy labelling
tools.

Thetool can be accessadawebsite or theA y & i linfeht@yN#Eatagement systenadis free for
all users To facilitatethe calculation process of the lab¢he tool includes the SolCal method and
provides a product databaser its userswhich is uploaded by the participating manufacturers in
Germany Manufacturers pay a yearly fe® obtain permission to upload their products to the
database There are approximately 166ompanies that are currentlgarticipatingand fully finance
the toolwith their yearly feesSince the labés still not generallgccepedbythe market, he approach

of the Vdztool is to keep the burdenninstallers agninimalas possible.

After launchingin Germany VdZ expandedtheir business to Belgium, where they offer the tool
collaborating with Belgian companies cooperatiorbetweenthe LPA+ platforrandthe VdZtool was
anideainitially but discarded due to high financial conditions that could not be fulfilled.
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4. Financing models

The interviews conducted witlthe NPPsn March and August 2017 identifigtle followingseven
potential future financing models:

1) Funding from associations

2) Funding from EU follow-up project
3) National government funding

4) User fees,

5) Tool embedding

6) Platform advertising

7) Market intelligence data.

These options can be divided into twategoies non-traffic based funding optiongl-3) whichdo not
RSLISYR 2y (KS LI I (Fo®MNdibin institDtOS Ssich a6l agsSciations yaml
national/international governments and options that generate the necessarybudget with the
platform itself and therefore are traffibased as the generated budgetéatedto the access rates

An EUwide solutionfor the future of the LPA+ platforiwould be most suitablasA (a®&ropean
energy labellt must, however,be considered that not all financing models damequallyappliedto
all project countriesand thatsome of the optionsshouldbe consideredongterm not shortterm
solutiors after the project finish and demarstto overcome thaforementionedobstacles

4.1 Non-traffic based

Non-traffic basedinancing modelshouldbe considered transitional funding untiile EU Commission
(EC)akes a cleaposition on the package labeh Q1/2019and untiltraffic basedbusiness models
generde enough funds to replace thenthe funds should serve to maintain the platforim the
meantimeand prepare for a selinancing faure by resolving thestated obstacles.There are three
options that can be considerad regardto non-traffic basedfinancing

- Funding from associations
- Funding from EU follow-up project
- National government funding

Funding from associationsustainedthe initial monetay requirementswhile the V&-tool was in the
development phasen Germanyand it seemdo be a valid option to provide budget for the first
months after the project finistior the LPA+ platformin regardto the long-term financing source,
there are two main optionsthe firstis to require associationgo pay a yearly fee according to their

6
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member size and national market potentialhe feedback from NPPabout this option is not
particularlypositivex A { ather s &rSeyhergency solution that could be provided withigimum
amount of money to sustain the platfornThe main problem is thahost of the companies araot
currentlywilling to support the labemnonetarilyasthe overall concephasnot quite been accepted by
the marketand its futureis uncertain The secondongterm financingoption would be a cooperation
with Solar Keymark Neork (SKN) under the lead tife European Solar Thermal Industry Federation
(ESTIF: Solar Keymark Network is the operative framework around Solar Keymark, a certificate for
solar thermal products within the EU standards, and consists of certificatiomedotest labs,
inspectors and industry representatives. Tideabehind thsis anapproved SCF projetd connect
SKN and LPA+ data. Thfgion would enableLPA+o apply forroughly 10,000 EURnN funding in
December 201and SKNcouldsupport themaintenance of the platform at leatr one yearafter the
project ends. In October 2018SKNcandecide if theywould bewilling to takeon more responsibility
from the LPA+ platfornTThefinal decision aboutunding approvals expected itMarch 2018.

Funding from EU follovup projectscould theoreticaly be anotherpossibbe sourcefor necessary
fundingto maintain and improve the platfornthe packaglabelis currentlyfacdngan uncertain future
and a possible restructuring process, until the EGmakes a clear statement abolibw to proceed
with the label it israther pointless to define a subject for an Eallow up project. By the time this
statement will be deliveredth Q1/2019the process for a follovap project wil be too timeconsuming
to provide shortterm funds after the project ensl Fortemporaryfinancing roughlytwo years after
the project the decision made by the E€Biouldbe considered an optiarPublic project fundsin
generalare only granted for three years and can be extendedch maximum of five years.

The financing by national governmergsot likely to hgppen on a project level as the package label is
a European energwbel and should be approached as such. A national funding option can rather be
considered a marketing gortunity than a real funding. Following the example of Portugal, the energy
label could be integrated into a national heat incentive aisda resulteceive more public attention.
Unfortunately, in many countriesitegratingthe energy labeinto the heatincentiveis not a realistic
option. Severakxisting heat incentives are promoting certain heating components but not the entire
system. Public authorities who are responsible for tieat incentives oppose to integrate the energy
label to the requiremets as it is already legally binding. In addition, the number of applicants for heat
incentives in many countries is already low duéam much paperwork. Supporeceiveghis position

also from non-public associations because their membersanufacturersof heating system
componentsfear it ould affect ther sales figures.
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4.2 Traffic based

Thetraffic based financial modelre the ones that provide longerm selffinancingsolutions for the
LPA+ platformThey have to proceedlter the provision otransitional funding frormon-traffic based
financing optiors. Basically, there arur options

- User fees

- Tool embedding

- Platform advertising

- Market intelligence data

All four options do not exclude one another arahde applied in combination, espetiiato generate
sufficientfundsat the beginning

4.2.1User fees

A business model which is often applied for platforms is a madeVvhich the users have to pay for
the service offered to them. This meatigat they must register on the platformMost of the time
platforms offer differenttypes ofmembershipssuch as free restrictedccounts, pay per unit dtat
rate systens.

The first option usually serves as a trial account to attract new users to the platform and provide the
possibility to try the sevice. Thenthere is the second option to register as a member who pays for
every item or unit of equested servicdinally,there areusers who pay a monthly or yearly fee to get
unrestricted access with regard to quality and quantity of the offerediser

For the PA+platform, it seems difficlt to differentiate betweernthe threeuser groups. The first user

group with free trial access seens be necessaryn orderto generate more userfor the platform.

But a differentiation between user groups/o and three is not reasonahlén the case of the second

user group a pay per undignifies gpayment for every download of the generated label. User group

three paysa periodicfee andis allowed to download as many labels mseded Thiscausesvarious

problems as mcethe energy label has beegenerated installers can download and use it multiple

times. As installers usuallyork with certain suppliers the configuration and therefore the energy

labelsdo not alwaysdiffer from one anotherAs the valueadded fortheA Yy & G I £ £ SNA 0dza Ay S 3
only minimalamounts anbe charged foeachlabel generagd on the platform. The samappliesto

flat rate accountsasthe prices for user grouptwo and three must correlate.

This business moel is easy to implement and therefore often appliedplatforms. Qurrently, with
little access rateand low market acceptance it would not generateoegh fundsand ould harm the
implementation of thepackage labalather than help it It should, howeverbe consideed an option
for the future.
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4.2.2Tool embedding

Another financing model tgenerate fundss theembeddingof the LPA-tool on other websites. The
tool could be offeredbn websitesof professional associations or Europeastdbutors whowould
benefitfrom offeringtheir users additional serviseln return, they would be charged a monthly or
annualfee.

It is currentlyunrealistic toassumethat websiteownerswould pay to embed the tool on their
website.lt shouldhowever,be considered &avourablemarketingoption to find websiteghat would
be interested irembeddingthe tool for freg particularlyafter issuedike its userfriendliness and the
incorporation of theSol@l method have been addressafhen thetool hasimproved and market
acceptance for the energy lablehsincreasea, these websitegould ke charged cumulative fees.

Besidedeing a marketing measuy# could reinforcecommunicatiors with professional
associations. More installers woubé&comeaware of the tool and couldarticipate in theprocessof
consistentlyimproving the tool.

4.2.3 Platform advertising

Thethird traffic based financingnodel generates fundshroughthe incorporation ofadvertisingon
the LPA+platform. The most commomethodis banneradvertisemens. It is easy to implementcan
be adjusted according to different regioaadistherefore considered a valuabtgtion on platforms
throughout the weblmportant factosto define theprice for banner advertisemestre:

- target groups

- range of users

- reach of website,

- quality of content

- variation of content

- frequency of updates.

Themaintarget group of the BA+ platformis installers andend-consumersit does notseemlikely
that the range of users will change in the futuiéhe contentpresented on the platform isbjectively
informative,of high qualityandwith low variety The reach of the websitedefined bythe user access
rate on the platform ands we can sekater in chapter6.1currentlyvery low.It is the most important
factor.

Despitethe fact that current user statistics are too low to generate significant incoplasform
advertisingshould not beconsidereda future financing model either. €nPA+ platformis supposed
to unbiasedlyinform consumers about the energy efficiency of space and water heating systems. Its
users are obligdto go onthe website and generate the label. Therefore, any kind of adserient
affectsits biasand shoulde considered countproductive to the initial intention of th@ackagdabel.
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4.2.4 Market intelligence data

Market intelligence data is an importarfactor of successfor manufacturers In general, it is
AYF2NXYEGA2Y 02dzi | O2 YLl y d&@aiming matldetSiiategiek. linithe O y 0
case of LR+, this dataeuld include information about the timandplace their components were sold

and in which overall system they were integrated Tdis helps manufacturers retrace their supply

chain.

One of the nain issues with regard to the LPA+ platform is the lack of an extensive datdthaseld
help facilitate the label generation process and releeinstallersof legal responsibilityEarlier in the
project, a cooperationbetweenthe LPA+ platfornand the VdZtool was considered to establish a
connected product databasd his option was later discaed becausea provision of the money could
not be guaranteed

Market intelligence dataisawdy?2 | @2 AR Y2y Sl NB O2 YL geivteiThe2 y T2 NJ
value of themarket intelligencedata depends on its quality and quantity. This metra the more

users provide data and the more extensive and precise the data is, the more value it has for the
manufacturers.

The generatiorof labelsis currentlybased on product data entered by the user. This mahasit is

only necessary to enter the prod@ti G S OK y A O bt nai thé®xaét Frdd@t nmeyfriver.
Furthermore, the number of downloaded labels cannot be directly linked totimeber of sold heating
systems whichdevaluesthe data. Analysing product specifications, the combinations in which they
were used and where they were soldtsl interesting information for manufacturers. This information
could be saved in a CSV datadatistributed monthly to manufacturers and other interested
authorities.

With the current low user statistigsthis financing model could helponvince manufacturers to
cooperate andprovide the necessary databad#’hen the datavalueincreasesn the future, it could
even generate additional funds for the maintenance of the tool.

As already mentioned beforéhe overcoming ofthe obstacles(chapter 3.1)are indispensable to

FOGNI OG GKS Y ydzF I Ol dzNjaNdmé neddy ¢l isfaddsits Gsers dbolitanly RRA G A 2
collection of market intelligence data ardquire theirconsentin a data protection declaration. Any

kind of personal data needs to be excluded from data colledtioguarantee legalredenceandto

maintain trust withits consumes.
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4.3 Recommendation

Having presented the potentidinancingmodels we now have tonarrow down the selection to the
most applicable radels for the LPA+ platfornrA nontraffic based financing model is required to
finance the firsfew months/yearsafter the project endnguntil the traffic basedinancingmodelscan
generak enough funds to replace them.

The mostiableoption to receivefundingafter the project endisacooperation with SKN as part of a
SCF funded project for the connedctiof the SKN and LPA+ database. Funding from public authorities
on a national or Elide level could just be realised on the basis of a new project. As Wiéree no

clear decisiorfrom the ECby Q1/2018 abouthow to proceed with the label in general, the creation of

a new project and its approval would take too much time to finance the platform immediately after
the project end. It could be aealisticoption in 2019 or 2020. If a cooperation with SKiN not work

or the approved fundingloes notcover the costsmore financingcould be generated by national
associations and its members. This is a rather unpopular option but should be a backup to at least
maintain the platform at minimum cost if no other fus@re available.

After initial funding from SKN or national associations the percentage of income from traffic based
financing modelseedsto rise. Platform advertising shoulik excluded from these options because it
impedesits neutrality and generata lack oftrust among its clientslt should rather focus on
embeddingthe tool, market intelligence data and user fees. Tool embedding couldurechedafter
the project endwhenthe most pressingssueslikeintegratingthe SolCamethodwill beresolvedand
canpromote the tool at no cost. Later, withotentially higher access rates, the tool could be adapted
to collect market intelligence data and sell the information to manufacturéhiscould lead to the
incorporation of their product data ithe LPA+ tootatabase User fees should bthe last option
because thegharge the installerone of the most important stakeholders aadiriving factor for the
package labelf user feesareimplemented ta earlyandwithout the necessary value of thabelfor

the consumeto outweigh it it woulddissuade fromacceptngthe label and the platform.
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5. Management Models

The management model defines the organizaditsiructures in chargef managngthe continuation

of the LPA+ platform after the project. The term Lipfatform, as defned before,includes two main
management fields that neetb be resolved the LPA+ website anithe LPA+ toolThe website is
currently available for the six project aotries and the tool in the five project languages. Alihefse

need to be maintained, updated atid the best caseonsistentlyimproved.

The project requires developed databe providedwithin the projectfor at leastthree years after the
projectisfinished. For this period, the national stakeholders are adaditp maintain the LPA+ platform
online availableand should striveto offer the best possible seiceto the platform user withima self
financing modelThis can only be achievedth clear mranagement structures that generate low cast
As it is not aimedt commercialuseand exactbudgetcoverages usually noachievedthe managing
institutionsshouldbe able to shift cost surpluses and &k from one year to another.

During the projectthe LPA+ platforrmasmanaged byBSWESTIF an@irenknerConsultingAfter the
developmentand initial maintenanceby BSW,ESTIRvas responsible for the websiteTrenkner
Consultingsin chargeof the development and maintenance of the tool. The contefithe national
websites was provided by the associations. In general, the welsigesimilar in structure andiffer
only slightlybetween countries. The toolare identical and vary onlyn regad to the national
languagesThe ony exception is Germanwhere the user is directlynked to the VdZool instead of
a German version of the LPA+ todhe current models consideredo be a centralized management
approach.

In the caseof not agreeingto a common financing model, an alternative option could be a
decentralizedmanagement model in which the national associatiomsuld be in charge ofhe
management ad maintenance of their websitand took. As we are dealing with European energy
label, this option shouldbe avoided to reduce costgffort and maintain uniformity between the
countries. In the future,he tool is likely to be implementeith more European countrieg\ united
European solutiorwith centralized structures would facilitatdné integration ofnew participating
countries.

Centralized structureare even more importanin regardto afuture databaseof the LPA+ toolThe
characteristics of the product datae currentlymanually entered by the users of the platforfo
succeed better the LPA+ platfornmust facilitate the process ofabel generation and its legal
responsibility.

Addressingthis issueindependently, associationscould ask their members for their product
information and send it to registered users of the LPA+H@tat. The atter would still have to type in
the dataand assume legal responsibillhyt at leastthey wouldnot have todo the research for the
product dda themselves. Anyways, it leads &opreferential standing fomembers of the project
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associationsThe user of the LPA+ platformvould as a resuljust be supplied with information from
national manufacturers This leads to less extensivational databass which aremore time-
consumingo manage than a centralized database.

In a centralized managemeaystem there arethree approachesa manage thedatabase.

As already mentioned iohapter 4.2.4 market intelligence data is important for manufacturers to be
able to retrace their supply chain amdakestrategic decisions. In negotiations, manufacturessild

be convinced to provide their product data in exchange for market intelligence atadat where,
when and in which combination their products are sold.

The EUs plaming toinitialize an EUwide databasen 2019 Manufacturers will be obleg to disclose
product sheets for every new product releasatt these will be integrated into the database. It seems
likely that this database wifirovide the most extensive information on solagatingcomponents put

it cannot yet be predicted howiast andsuccessfulhe implementation will work

For the time being SKN valuablewith its extensive database on solar thermal products thet be
connected to the LPA+ tool. Surely it wooldy provide a small part of the necessary information to
generate thelabelbut it isa stepin the right directionuntil other solutions are availablét should be
examinedwhich technical difficultiesouldarisefrom the integrationof the SKN database.

In summaryijt can be said that a centralized approach im@etime andcostefficient solution which
provides the necessary structures for an extensive databasewill give the label greater bargaining
whennegotiaingwith stakeholdersor new member stategvho want tojoin the platform.
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6. Financial analysis

A financialanalysisof the selectedfinancingmodels was preparedith the dataavailable and rough
estimates projedng the upcomindfive years after the project finigksin March 2018lIt includes an
analysis of the user access rgteosts and a caslofv-model.

6.1 User statistics

The financingmodels were classifietly traffic-basedand nontraffic basedmodels. For ageneral
financialanalysisand especially for the traffibased financing model# is importantto consider the
latest access rates on the LPA+ platform. The following graph showstiddemonthly access rates
(red) and the monthly overaldccess ratesn the project countries(blue). For a more detailed
distinctionof the user statisticsthe bar chart illustrates the anthly access rateper country.

User access rates
(01.10.2016 01.10.2017)
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Figure 2: User access rates (01.10.2016 - 01.10.2017)3

3 Piwik: User access rates
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The highestccess ratewere registered in October and November 2@i& are mainly based on the
high accesgates in PortugaBetween Juland November 2018he Energy Efficiency Fund in Portugal
opened a heat incentive supporting the acquisition of new water heating systems which required the
presentation of the package label. This could raise professidaadsconsumelr@attention and lead
G2 AYyONBlFaAy3d dzzaSN I 00Saa NraGSaod ! FGSNI GKS
maintainedand access rates dropped significantly.

AyOS

A total of 3838 users visited the LPA+ platforin the period between the slof October 2016 and
15t of October 2017n which 2530visitors came from one of the project countride user visits from
outside the participating project countrieccome from 67 different countries. Its threemain
contributors arethe Czech Republic (136), Belgium (1449 the United States (85).

In comparisonthe VdZool achieve a total of730,282visitorsin the same time periodThe following
table showghe monthly distribution:

Table 2: User access rates VdZ-tool (10/2016 i 10/2017)

Month Oct 16 Nov 16 Dec 16 Jan 17 Feb 17 Mar 17
Ar‘;feess > 30,323 20,122 22,094 61,392 67,487 44,914
Month Apr 17 May 17 June 17 July 17 Aug 17 Sep 17
Actess | 71500 92,584 99,921 69,160 69,767 80,928

The differencean user access between the \iidol, whichonly operatesin Germany and Belgium
andthe LPA+ toglwhich isoffered insixcountries is tremendousThe reasons for théiggapin
user access ratdsetween both tools must be analyseahd showthe existing market potentidbr
the future.

6.2 Costs

The costs of the LPA+ platform are generated by the maintenance of the website and the tool and any
possible future adjustments that need to be made preparation for generating funds through
financing models. Estimations made regardingwtoekload and costs are based on conversations with
ESTIF, BSW Solar and Trenkner Consulting, who are currently or were formerly responsible for the LPA+
platform.
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The annual maintenance costs for the website are comprised by payments for the domaing higstin
administration and the editorial work by the national associations. All expenses are based on
calculations with an hourly rate of @UR The cost positions are as follows:

Table 3: Yearly maintenance cost for LPA+ platform

Editorial | Tool

Cdegories Hosting | Domain IT administration . Total

work maintenance
Hours/month - - 20 24 4 -
Hourly rate - - 6n € 6n € 6n € -
weE K KB

Yearly costs

Ge B MH N nn e 14,440€ 17,280¢e 288n € 34,72n

For themaintenanceof the tool, it isnecessary to conduct daily server backups and constant software
updates. With the integration of a possible database for the tool, the workload will probably rise due
to database maintenance and updates.

In addition, it is necessary to adjust the tool fbe implementation of the proposed financing models.
This includes changes to the front end of the téml the embeddingon other welsites and the
incorporation of additional functions for the generation of market intelligence detavell as the
differentiation between different user groupd heseadjustments are roughly estimated witheir
correspondent workload in the table below:

Table 4: Costs for adjustments of the tool

Categories Tool embedding | Market intelligence data| Userfees
Hours 4 8 16

| 2dzNX &€ NI cn € cn € cn €
Costsw e 6 24n € 48n € dbcn €

16



This project has received funding from the L b | P A
European Union’s Horizon 2020 research a e a c (. y
and innovation programme under grant —_— B

agreement No 649905

The costs calculated for market intelligence data and user fees ar@fbrmests whereas the tool
embedding expenses are costs per unit.

6.3 Cash-flow

A casHlow model provides information about the solvency of a business and helps manage it in a
proactive way. Predictions about the future always rely on the present available data and the
underlying assumptions for extrapolations.

The following chartestimate the castilow for the LPA+ platform for the upcoming five years from
March 2018 until the end of 2022. Due to the minimal data available on costs and incomes, the cash
flow model is highly speculative and depends on unforeseeable future decisiahe EC.

The casHlow model was calculated for three different scenarios varying the underlying assumptions:
base case, best case and worst case.

Attached to this report, an Excel data file is provided for the better understanding of the model and
the possibility for future changes.

6.3.1 Basecase

Thebasecase scenario refers to an analysithe most likely or preferred set of assumptions. Its cost
assumptions are based on the cost positionscirapter 6.2represented by thesub-categories
Yhaintenance websit@%haintenance todband WHdjustmentsto the platforntin the casklow table
below.
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Table 5: Cash-flow table (2018 i 2022) - Base case scenario

Category/Year Sub-category 2018 (03/18) 2019 2020 2021 2022
Income 1 Non—trafflc based funding fron ydooofFmdcecEcT ¢
SCF project
Income 2 Tool embedding o®cnnenn adcy
Income 3 User fees t MHOAAnZmmdPAANEInyg dan
Income 4 Market Intelligence Data pnjpmnnaé&lnn @ dnn
Sum Income y Pooopa@vamccnné&nn endcyn
Cost 1 Maintenance website Hcl/®Ppoobe@yanbmpPyanZnn emdynn
Cost 2 Maintenance tool HOnnnpPAPYyy NP APYyynZIjlnn a@dyy
Cost 3 Adjustments to the platform MOPPHAPE mPnanpPnn aynxnn e
Sum costs U onidypobaoj@mMme nbpieHanZannme ®nn a2
Starting Balance - 3 - 3 - 3 - 3 -
Cost/Income Balance -HHPpHPREDDDhpehp MyPca 2 mPTec N NHIH RN N
Equity Transfer HHOPpHPN Do Dhpp My@can X mmbrtec N[> nHH dn n
Closing Balance - 3 - 3 - 3 3
Interest Rate 1,5%
Net Present Value nmpcPcHpIop

The income comprisesf four positionsthat can be dividednto nontraffic based and traffic based
financing models. Theon-traffic based financing comes from the SCF project to incorporate the SKN
database and covers the first 12 months after the projectsandil March2019.

During this time money will benvested into the improvement of the tool, into realizing tool
embedding for promotional purposes and to adjusting it for the collection of market intelligence data.
In the first two years, tool embedding is offered for free on other websites, afterwardsllibe
charged a monthly fee of 30 EUR. Market intelligence data will be generated by Q2/2018 and provided
G2 YIydzZFl OGdzNBNBE Ay SEOKFY3IS F2NJ GKS &dzZllLx e 27
manufacturers should not be interested in querating, they will be approached again in 2019, when
the tool becomes more useful to its users supported by the EU product database, making it more
attractive to manufacturers. The manufacturers will be charged for the supply of market intelligence
data and the number of interested manufacturers is expected to rise throughout the upcoming years.
Due to the limited reference data available, the estimated incomes for market intelligence data is
highly speculative.

The provided database and conceptual chartgehe label are expected to trigger higher user interest

Ay GKS (22t LG A& |FaadadzySR GKFG o0& wWnHn dzASNDa
and charge users a 10 EUR/month flatrate fee to use the LPA+ tool. Throughout thehyeées, will

remain constant but the number of users is expected to rise to 400 registered users in 2022.

Figure 2 shows that the cost/income balance will remain negative until 2022. Therefore, the negative
cashflow in the first four years needs to be cpensated through equit The equity sum required is
79,113.35 EUR in four years. Howevlee, majority of the costs is generated by personnel costsiand
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therefore adjustable. @ly editorial work on the website accounts for 83,250 EUR throughout the five
years.

Cashflow model (2018- 2022)- Base Case
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Figure 3: Cash-flow graph (2018 i 2022) i Base case scenario

In 2022 the amount of income will exceed costs for the first time, making a positive balance of 22,440
EUR. This is the result of the growing income generated by user fees, as the costs remain almost the
same throughout the years. Due to the negative eglialance, the income surplus will immediately

be transferred to the equity account to pay back sums of the cash provided. The balance is projected
to be-57,433.33 EUR in 2022. Assuming that the interest rate is equal to the European inflation rate
(July2017) 1.5 98, the Net Present Value (NPV) will4586,625.35 EUR. Therefore the LPA+ platform

can be considered a nerofitable investment for the first five years after thgroject end.
Nevertheless, the yearly upward trend shows potential for a {mmm future of the LPA+ platform

based on the underlying assumptions.

6.3.2Bestcase

Thebestcase scenario refers to an analysis with a highly optimistic set of assumptions. Compared to
the basecase scenario, its cost assumptions ditfety in the subcaegory‘#djustments to the
platformCdue to a higher workload for tool embedding.

4 https://de.statista.com/statistik/daten/studie/252059/umfrage/inflationsratm-der-eu-nachhmonaten/
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Table 6: Cash-flow table (2018 i 2022) - Best case scenario

Category/Year Sub-category 2018 (03/18) 2019 2020 2021 2022
Income 1 Non—traffic based funding fron y Pooo>oolm&PcccXcT €
SCF project
Income 2 Tool embedding oPHNNENAPaNNZANT
Income 3 User fees chobnnnInmpebnnpInar @pchindgo®dc
Income 4 Market Intelligence Data HeénnnEnnqdannnny
Sum Income PoooZIwmalPepncIendannnmo ¢
Cost 1 Maintenance website HclPpooZooMPynnIomdbynnznamdg
Cost 2 Maintenance tool HPnNnInnH@yynZnAPyynZnnH
Cost 3 Adjustments to the platform MPPH NI nnjmdcynIanmgdPeannnny
Sum costs T ondyipoZoocdmnnzop e N nac @
Starting Balance - - - - -
Cost/Income Balance HH®PpHRIZNAODN ppZomm@yynInmc@rTHpInyin @mH
Equity Transfer HHOPHNZNAO®N PP I 0MMOYY RIAMCOTHRIAMAOMT
Closing Balance - - - no®dn
Interest Rate 1,5%
Net Present Value OT PnylcZHC €

The income is expected to be higher than in the base case scenario. In the firaftgedine project,
non-traffic based funding will be provided by the SCF project with a total 6DOCEUR.

While the user fees remain the sameiashe base case scenario, the fees will be implemented a year
earlier, in 2019. It assumes a rapid establishment of the EU Commission database and a consequently
fastgrowing interest in the LPA+ platform. Not only because of easier label generationdtdralse

straight data access. By 2022 the LPA+ platform is expected to have almost 800 registered users and
generate the major portion of the income.

With higher numbers of users compared to the base case scenario, market intelligence data will be
sold br the first time in 2019 with a revenue of®0 EUR. Due to constantly improving market
AYyGaSttAaSyOS RIGIoFaSs O2YLI yASaes16090EBRB20Z2. A a

In 2018 embedding the tool will be provided sixwebpages fopromotional activities only. At the
beginning of 2019, fees of 30 EUR will be charged for the first time and remain constant throughout
the years whereas the number of interested websites will increase by 50 % every year.

For the best case scenario, thesfithree years after the project ends are also expected to have a
negative balance due to minimal income. This deficit needs to be compensated by equity provided by
associations totalling 589333 EUR. In 2020, the income/cost balance should be positiviee first

time. As a result, the 1820 EUR in profits will be paid back to the equity supplier.
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Cashflow model (2018- 2022)- Best Case
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Figure 4: Cash-flow graph (2018 i 2022) - Best case scenario

The last year shows a steep rise in income mainly caused liydteasing number of registered users
on the platform. As a result, the provided equity is fully paid back and a positivdloasbf 43,946.67
EUR is created. The biggest source of income is the user fees with an amount5#01E2JR
throughout the fiveyear period. The project investment results profitaltdéh an NPV of 3486.26
EUR based on an interest rate of 1.9#wever, the underlying assumptions are highly optimistic and
relatively unlikely to occur.

6.3.3Worst case

Theworst case scenario refers to an analysis with a highly pessimistic set of assumptions. Compared
to the base case scenario, its cost assumptions differ significantly. All personnel costs for the
maintenance of the LPAwebsiteare reduceddividing themonthly wokloadin half The workload for

IT administrationwebsite)is calculated with 10 hours/monthhe editorial work for all six countries
results 12 hours/month.
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Table 7: Cash-flow table (2018 i 2022) - Worst case scenario

Category /Year Sub-category 2018 (03/18) 2019 2020 2021 (03/21) 2022
Income 1 Non—tra.ffic based funding from e e e e e
SCF project
Income 2 Tool embedding - £ - £ - £ - £ - £
Income 3 User fees - £ - £ - £ - £ - £
Income 4 Market Intellige nce Data - £ - £ - £ - £ - £
Sum Income - € - £ - € - € - €
Cost1 Maintenance website 13.333,33€ 16.000,00€ 16.000,00 € 2.666,67 £ - £
Cost 2 Maintenance tool 2.400,00 € 2.880,00€ 2.880,00€ 480,00£€ - £
Cost 3 Adjustments to the platform - £ - £ - £ - £ - £
Sum costs - 15.733,33 € |- 18.880,00€ |- 18.880,00€ |- 3.146,67 € - £
Starting Balance - £ - £ - £ - £ - £
Cost/Income Balance - 15.733,33 € |- 18.880,00€ |- 18.880,00€ |- 3.146,67 € - £
Equity Transfer 15.733,33€ 18.880,00€ 18.880,00€ 3.146,67 £ - £
Closing Balance - £ - £ - £ - £ - £
Interest Rate 1,5%
Net Present Value -54.846,92 £

Thereab y2 Ay@SadySyia Ay GKS FRe2dzalGYSyd 2F GKS [t
high investment risks. As a result, none of the formerly presented financing models can be
implemented. With little market acceptance and no reinforced controlsnigrket surveillance

Fdzi K2NRAGASASY dzaSNRAa AyadSNBad Ay GKS LI O1F3S t+o6S
to pay to embed the tool or pay fees to use the tool. In addition, the collection of market intelligence

data is not a valuableption without sufficient users on the platform.

Cashflow model (2018- 2022)- Worst Case
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Figure 5: Cash-flow graph (2018 i 2022) - Worst case scenario
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Figure 4 shows that there will not be any incogeneration between 2018 and 2022. At the same
time, costs will beeeduced but cannot be set to zero. This will create constant losses and will require
an equity provision of 56,640 EUR.

Based on an interésate of 1.5 %, the NPV resuit?,846.92 EUR. After three years of losses and the
fulfillment of the contractual bligation the LPA+ platform will be shut dowAlthough it is the least
desired scenario of all, its probability of occurrence is high, if there are no fundamental changes to the
LPA+ platform.
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