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Abstract

I . Background and Objectives

[ ] Background of Research

O Energy Service Company(hereafter, ESCO) is a company that earns
revenue through diagnosing energy consumption and reducing energy
costs by means of pioneering energy saving projects, replacing
equipment and etc. ESCO is registered with the Ministry of Trade,
Industry and Energy, and meets the requirements of ‘Rational

Energy Utilization Act’ in equipment, assets and technical personnel.

O ESCO business operates on the return of energy savings arising
from investments provided to energy consumers, who cannot replace
or upgrade existing old or inefficient energy-using facilities due to
technical or financial burdens, through technical skills and funds for

the installation of energy-saving project.

O ESCO, as a venture type business reporting investment profitability
and bearing the investment risk, is highly effective as means of
green growth and response to climate change and thus, through
ESCO, energy consumers can invest in energy saving equipment

without the carrying the risk of investment.

O Initiated in USA in the late 1970’s as a new method of investing
in energy saving, ESCO 1is currently operating in approximately

1,200 businesses spread through 40 different countries and is becom-



ing increasingly active in investments for the reduction of green-
house gases and the improvement of energy efficiency. In 1991
ESCO was introduced to the Republic of Korea, with the basis for
its operation implemented in the °‘Rational Energy Utilization Act’

and is currently in operation.

O While ESCO is continually expanding and diversifying its business
style and method, the lack of investments for ESCO development,
difficultly of business expansion due to the disclosed nature of en-
ergy diagnosis results, minimal incentives for the utilization of
ESCO in financial and realistic aspect, and the difficulty in verify-
ing the results and effects of energy saving, are a few of the issues

that prevent ESCO advancement.

O The expansion of ESCO not only provides a means for businesses to
reduce greenhouse gas emission without actual burden, but also has
shown considerable results in industrial aspects and the reduction of
greenhouse gas emissions. Thus, ESCO as a part of green growth

policy, there is a need to research plans for its advancement.
[ ] Purpose

O This research is a legal base study aiming to induce ESCO ex-
pansion through examining the support system and commercialization
of businesses registered as ESCO according to the ‘Rational Energy

Utilization Act’.

O Research aim is to reach the improvement of legislation that extends
over the ESCO in general by examining current policies and the

possibility for the introduction of additional policies in support of



ESCO, in order for the expansion of ESCO to not only reach the
policy objectives of energy conservation and energy efficiency en-
hancement, but also, contribute to industrial development by induc-

ing the creation and development of new businesses in related areas.

II. Main Contents

[] The definition of energy conservation, efficiency management
policy, and constitutional legitimacy related to ESCO business

expansion

O Under green growth legislation, the importance of demand admini-
stration that enhances energy conservation and efficiency is magnified
in energy policy, and ESCO expansion policy can be legitimized

through energy conservation and efficiency improvement policy.

[ ] Analysis of legal system and current policy related to Energy

Service Company

O Evaluation of problems related to ESCO policy through researching
the significance and registration of ESCO policy according to
‘Rational Energy Utilization Act’ and ‘ESCO Regulations’, support
policies including various financial policies, and business models
such as ‘Share savings contract’” method, ‘Guaranteed savings contract’

method, ‘New shared savings contract” method.

[ ] Research for development of ‘Rational Utilization of Energy Act’

to expand Energy Service Company and enhance economic ability.



O Proposal of ESCO related provisional formatted improvement plans

in accordance with ‘Rational Utilization of Energy Act’.

O While ‘Rational Energy Utilization Act’ does not regulate to make
mandatory connection to ESCO even if it is considered necessary
according to energy diagnosis results, for industrial ESCO expansion
there is a need to connect private energy consumers under certain

circumstances with energy regulations policies.

O ‘Rational Energy Utilization Act’ only regulates ESCO registration
and support policy, ‘ESCO Regulations’ implements a designation
system for specialist ESCO. However, to achieve industrial economic
development through securing expertise and skill in the field of
ESCO, there is a need for specialist ESCO designation system to be
prescribed by law.

O Considering the nature of ESCO business to be not only small in
scale but also hold traits of long term investment returns, in order to
relieve the problems that arise from difficulties in supply of funds,
methods to establish energy conservation business cooperative associ-
ations through ‘Rational Energy Ultilization Act’ were examined. The
results showed, according to ‘Engineering Industry Promotion Act’,
the current system is sufficient to promote registration as cooperative
associations, and in the future there will be the need to re-evaluate

when ESCO business reaches the stages of expansion.

O ‘ESCO Regulations’ seek to induce the more universal business styles
of ‘Shared savings method’, ‘Guaranteed savings method’ or ‘New

shared savings method’, however in the case of ‘Guaranteed savings



method’ and ‘New shared savings method’ there is a large possibility
that disputes may arise after the installation of facilities, thus there is a
demand for the establishment of a coordinating committee to arbitrate
in this relations. Thus, there is a need to establish such a committee
under the magistrate of the Ministry of Trade, Industry and Energy in

order for Energy management corporations to carry out its duty.

IlT. Expected Effect

[ ] Expected to encourage ESCO industry development and also

be used as base date for future legislation management.

O Anticipated to present constitutional grounds and theoretical footings

»

for policies aimed at ESCO advancement. In addition, through con-
ducting associating research for policies for energy conservation and
energy efficiency enhancement, can contribute to modifying ESCO

business groundings fitting energy legislative systems.

In the case of legislative revision, this can be used as base data to
apply required agendas for the growth and development of ESCO in
the ‘Rational Utilization of Energy Act’ and related legislations.

Key Words : Energy Service Company(Esco), Energy Demand
Side Management, Energy Conservation, Energy

Efficiency Enhancement, Energy Law
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2
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w1 %)
1,067 975 509 895 924 227
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A AR S AR H(2013)
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BAAse txSa @ S Ak
<# 4> =4] ESCO 7149 tl+47]49 v]5(2009d 7]5)

(F: 70, %, )

T % 71 42714 A
A A (M) 39 (27.7%) 102 (72.4%) 141
SARE | (F AR 16 7.6 9.8
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