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Non-paper on Energy Efficiency Financing 

This non paper has been prepared by the Commission services at the request of the Presidency 
to clarify certain issues and improve the national administrations' of the issues involved. 

 

What is the Commission proposing on finance? 

There has been good progress in energy efficiency1 and this resulted mainly from:  

x energy policies and support schemes that guide consumers in their purchase 
decision, create favourable long-term investment conditions, and encourage 
demand for energy efficiency (energy label on appliances, energy performance 
certificates for buildings or energy saving obligation schemes are good examples 
in this regard);  

x public funds, in particular to support building renovation and to help the most 
vulnerable consumers; 

x investment decisions undertaken by households, companies and public authorities 
as part of the normal rhythm under which they replace appliances and vehicles 
with more modern, efficient alternatives, and renovate buildings, making them 
more energy efficient. 

In order to support Member States reach the EU's energy efficiency target for 2030 and to 
further accelerate the renovation of buildings, the Commission launched a European initiative 
on "Smart Finance for Smart Buildings". In addition to setting the right regulatory 
framework, in particular through the proposed revisions of the Energy Efficiency Directive 
and the Energy Performance of Buildings Directive, there is a need for complementary 
actions to further mobilise private financing for energy efficiency measures, in particular in 
the context of building renovation. House owners or companies willing to improve the energy 
efficiency of their buildings need to have access to attractive and adequate financing solutions 
(e.g. low interest rate long term debt finance), which could derive from the more effective use 
and combination of EU funds. 

The "Smart Finance for Smart Buildings" initiative aims at creating an enabling framework to 
support the deployment of energy efficiency measures and use of renewable energy sources in 
buildings. It can unlock up to EUR 10 billion of public and private funds until 2020 for 
energy efficiency and renewables. 

This initiative builds on existing EU financing strands and instruments that support energy 
efficiency and deployment of small-scale renewables, such as the European Structural and 
Investment Funds (ESIF) that represent around €18 billion over the period 2014-2020 and 
the European Fund for Strategic Investments (EFSI), where energy efficiency projects 
represent more than 10% of the EFSI guarantee usage so far. 

                                                            
1  See the Second Report on the State of the Energy Union, COM(2017) 53 final, 1.02.2017 
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To achieve its goal, this initiative puts forward a number of measures to increase investment 
in both the short and medium term.  

In the short term, it aims at increasing the impact of the European Structural and Investment 
Funds by:  

x ensuring that planned operations are fully and timely deployed,  
x combining these operations with the European Fund for Strategic Investments, 
x offering new financing products to Member States.  

The Commission is closely cooperating with the European Investment Bank (EIB) to identify 
and develop the most appropriate solutions, as well as with Member States to consider 
concrete implementation in accordance with their specific needs.   

The mid- to long-term measures target barriers to energy efficiency both on the supply side of 
financing (e.g. lowering the risk that banks attribute to energy efficiency by developing a 
track-record of energy efficiency loan performance), and at the level of demand (e.g. more 
accurate Energy Performance Certificates, project development assistance and aggregation 
services). 

 

1. An initiative to use public funding more effectively 

Flexible financing platforms 

To support energy efficiency measures, Member States often use European Structural and 
Investment Funds (ESIF), mainly in the form of grants. The use of financial instruments 
allows public funds to be directed to more projects, facilitating the use of private financing. 
Grants and subsidies are still necessary to support vulnerable consumers and address specific 
market failures, but energy efficiency measures often generate sufficient energy savings to 
allow investors to recover their initial investment. In this field many projects are financially 
viable and the use of financial instruments is appropriate. 

Financial instruments for energy efficiency are already used in many Member States. Still, 
they are rarely deployed to their full potential. For the period 2014-2020 Member States and 
regions already plan to invest almost EUR 4 billion2 of their European Structural and 
Investment Funds (ESIF) allocations via financial instruments for low-carbon objectives, 
mainly for energy efficiency. However, many managing authorities do not have sufficient 
experience and expertise, and are having difficulties to design financial instruments that 
correspond to the market needs. 

The European Fund for Strategic Investments (EFSI) is also financing energy efficiency 
projects. Some Member States have already tried to combine the use of their European 
Structural and Investment Funds (ESIF) with EFSI financing – such initiatives take place 

                                                            
2  This amount will be increased to over EUR 6 billion by the national co-financing required for ESIF 

programmes. 
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mainly at regional level, rarely at national level. These projects are few and in a very incipient 
phase. This is notably due to the fact that current financial rules make such combinations 
difficult. The ongoing revision of the Financial Regulation and Common Provisions 
Regulation is expected to address that. 

Technical assistance measures are available, both at EU level (e.g. ELENA) and at regional 
level, as designed by Managing authorities.  

The "Smart Finance for Smart Buildings" initiative is expected to better focus and boost 
spending in all of the above. In addition, new financing products will be made available in 
all Member States to further boost private investment and EFSI/ EIB financing for energy 
efficiency and the use of renewables in buildings (primarily in private dwellings). 

The "Smart Finance for Smart Buildings" initiative aims to develop flexible financing 
platforms in cooperation with Member States and the European Investment Bank (EIB). 
EIB has extensive experience and expertise in designing financial products that correspond to 
market needs. In addition, through the European Fund for Strategic Investments (EFSI) the 
Commission enabled EIB to expand its activities and cover also riskier projects. The 
increasing experience of the EIB in this sector and its capacity to leverage significant private 
investments are of particular relevance in the context of energy efficiency investment needs. 

The flexible financing platforms that will be deployed in Member States as part of the "Smart 
Finance for Smart Buildings" initiative will build on existing expertise and successful 
experiences3, allowing them to be improved, expanded, and replicated at a much larger scale. 
These financing platforms will allow to effectively mix different sources of public financing, 
in particular EFSI financing and European Structural and Investment Funds (ESIF), in order 
to create synergies and propose attractive green refurbishment loans to households, SMEs, 
industry and public bodies.  

For example, ESIF can be used as a guarantee to banks participating in the scheme – this will 
lower the cost of loans for consumers, the participating banks will be able to provide 
preferential interest rate loans to many more consumers than the ones that could have 
benefited from grants, and the managing authorities will not lose the money invested as at 
least part of the guarantee is expected to be recovered. Through EFSI, the EIB will be able to 
provide additional financing. More importantly, as indicated above, EIB involvement is likely 
to attract significant additional funding from the private sector. To maximise the leverage of 
private finance, technical assistance will be provided to participating banks and financial 
intermediaries in order to roll out lending programmes and support households in carrying out 
their energy refurbishment (e.g. with energy audits). 

Such financing platforms could notably enable to boost investment in countries that have a 
large cost-effective potential for energy efficiency improvements, where affordable access to 
capital is more difficult for their citizens and where substantial European Structural and 
Investment Funds are available, such as cohesion countries.  
                                                            
3  Notably the Private Finance for Energy Efficiency financial instrument and the on-going initiatives of several 

member States to combine ESIF with EFSI financing. 
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The EIB and Commission services are currently working closely together to put in place these 
new flexible financing models. This solution could generate results already in the short-term, 
as ESIF based guarantees and EIB/EFSI loans will reduce the risk of the credit portfolio of 
participating banks, and allow them to provide more credits, based on their own internal 
procedures and due diligence, but on more advantageous terms for the beneficiary.  

The combination of ESIF and EFSI will be facilitated by simplified financial rules at EU level 
(removing some of existing rigidities that restrict the ways in which these financing strands 
can be combined), which are expected to come into force before the end of 2017. 

 

Complementary measures 

To support the deployment of financial instruments, the European Commission will provide 
wider access for public fund managers and market actors to know-how, advice and training. 
Advisory services will continue to be provided by the EIB with FI-Compass4, the exchange 
of best practices among Managing Authorities5 will be encouraged, and many "Sustainable 
Energy Investment Forums"6 will be organised, involving all relevant market actors.  

Two "Sustainable Energy Investment Forums" were already organised (one in Riga, in 
November 20167, and one in Brussels in January 20178 ), and 8 other similar multi-national 
forums are planned by the end of 2017. National forums and roundtables will also be 
organised. 

To further facilitate investments in public building renovation, Eurostat and the national 
statistical authorities are currently working to ensure that energy efficiency investment 
under Energy Performance Contracts are appropriately accounted for in national 
accounts and their accounting treatment does not create obstacles for the renovation of public 
buildings. This would support Member States efforts to comply with the obligation to 

                                                            
4  https://www.fi-compass.eu 
5  Energy Management Authorities network 
6  https://ec.europa.eu/energy/en/financing-energy-efficiency/sustainable-energy-investment-forums  
7  Regional Conference on Financing Energy Efficiency in the Baltic States  
8  Energy Efficiency Finance Market place 

https://www.fi-compass.eu/
https://ec.europa.eu/energy/en/events/meeting-european-network-energy-and-managing-authorities-cohesion-policy-2014-2020
https://ec.europa.eu/energy/en/financing-energy-efficiency/sustainable-energy-investment-forums
https://ec.europa.eu/energy/en/events/regional-conference-financing-energy-efficiency-baltic-states
https://ec.europa.eu/energy/en/financing-energy-efficiency/sustainable-energy-investment-forums


5 
 

renovate 3% of central government building annually (as requested by Article 5 of the Energy 
Efficiency Directive). 

In parallel, the legislative proposal on the Energy Performance of Buildings Directive 
includes measures to link the financial incentives provided by public funds with the actual 
energy savings achieved.    

 

2. An initiative providing aggregation and assistance for project development 

Many attractive energy efficiency investments are of small size and scattered across large 
numbers of homes, SMEs, commercial or public buildings. Moreover, the business case for 
energy efficiency is not always clear at the demand side and there is a lack of capacity and 
skills to structure bankable projects: beneficiaries hesitate to make bigger investments with 
longer payback periods, they have difficulties to estimate the expected energy savings and to 
translate them into financial indicators that the banks need for assessing a credit demand. All 
these barriers hamper the development of a robust project pipeline for energy efficiency 
financing.  

To address this critical challenge, the Commission is reinforcing existing Project 
Development Assistance facilities at the EU level such as ELENA9, in cooperation with the 
European Investment Advisory Hub. Project Development Assistance facilities provide 
support to public authorities (such as regions, cities, municipalities) and other public bodies in 
preparing their sustainable energy projects. These activities covered can include feasibility 
studies, stakeholder and community mobilisation, financial engineering, business plans, 
technical specifications and procurement procedures. The aim is to increase the investment 
pipeline, stimulate aggregation and the market uptake of promising solutions, including 
innovative technologies, financing and organisational strategies.  

The Commission will increase the budget of the EU Project Development Assistance from 
€23 million in 2015 to €38 million per year as of 2017. The budget of the EU Project 
Development Assistance for 2016-2017 is expected to trigger up to €3bn of sustainable 
energy building investments. 

Cities and communities have a key role in aggregating smaller projects and in mobilising the 
significant amount of investment needed for the energy transition. This is why the 
Commission encourages Member States to develop dedicated local or regional one-stop-
shops for project developers, covering the whole customer journey from information, 
technical assistance, structuring and provision of financial support, to the monitoring of 
energy savings. Such one-stop shops would address one of the main market failures, related to 
the difficulty for beneficiaries of gathering all the relevant information and the hassle of 
contacting a multitude of partners and service providers. The development and replication of 
these one-stop-shops will be supported at the EU level by an exchange of good practices 

                                                            
9  http://ec.europa.eu/energy/intelligent/getting-funds/project-development-assistance/  
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through Manag'Energy10, funding through Horizon 2020, the EU Project Development 
Assistance facilities, or funding from the ESIF when relevant.  

In parallel, the proposed continuation of the energy saving obligations for Member States in 
Article 7 of the Energy Efficiency Directive will provide a further boost to bundling small-
scale projects and is expected to increase significantly the rate of energy efficient renovations 
or uptake of energy efficient appliances and techniques, and lead to increased investments.  

 

3. An initiative aimed at de-risking energy efficiency investments 

There is growing evidence that energy efficiency investments are low risk, and the associated 
probability of default is lower as compared to other types of investments. However, this 
evidence is still insufficient, and there is no sufficient performance track record. Banks and 
investors often have difficulties trying to assess the real risk associated with energy efficiency 
investments. Most of them still do not consider energy efficiency as a specific market segment 
offering clear incentives and business opportunities. Often the credits offered by banks for 
energy efficiency measures rely solely on the creditworthiness of the borrower, and totally 
ignore the expected energy savings and increased value of the property. 

The Commission aims to contribute to changing this situation. The Commission is convinced 
most energy efficiency projects have a good business case and it's only a matter of time and of 
making the relevant information about such projects available, before the banks and investors 
will realise this, and adjust their assessment of energy efficiency projects. The Commission 
wants to accelerate this process, and plans to do so by supporting the deployment of different 
de-risking activities in cooperation with the Energy Efficiency Financial Institution Group 
(EEFIG)11. 

On one hand, the Commission support the development of an open access database with 
market evidence and performance track record of energy efficiency projects: the De-Risking 
Energy Efficiency Platform (DEEP) database12. DEEP was launched on 30 November 2016 
and currently contains data on the real technical and financial performance of over 7.000 
energy efficiency projects across Europe. This database will be expanded and improved. 

On the other hand, the Commission is currently working with EEFIG at developing clear 
guidance about how to evaluate the risks and benefits of energy efficiency investments (Value 
and risk appraisal framework for EE finance and investments). This guidance document will 
be launched this year (public consultation is planned before the summer).  

                                                            
10  http://www.managenergy.net 
11  The Energy Efficiency Financial Institutions Group (EEFIG) was established in 2013 by the European 

Commission and United Nations Environment Program Finance Initiative (UNEP FI). It created an open 
dialogue and work platform for public and private financial institutions, industry representatives and sector 
experts to identify the barriers to the long-term financing for energy efficiency and propose policy and 
market solutions to them. EEFIG has engaged 120 active participants from 100 organizations.  

12  https://deep.eefig.eu  

http://www.managenergy.net/
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The main goal of these de-risking activities is to underpin a market transformation where 
fundamentals such as the lower probability of default in the case of energy efficiency related 
loans or the increased value of assets due to higher energy performance of investments are 
progressively taken into account and reflected in the pricing of the financing products offered 
by the market.  

The non-residential building sector has specific features that need to be considered to attract 
energy efficiency investments. Market participants in the non-residential sector are often 
multinational property owners and development companies comparing buildings across 
Member States. For this reason, the Energy Performance of Buildings Directive13 (EPBD) 
identified a need for more transparency of energy performance of non-residential buildings 
and for creating uniform conditions for investing in this segment.  

Having explored a common voluntary certification scheme based on the new CEN-standards 
for energy performance of buildings, the Commission services held a consultation forum with 
Member States and stakeholders on 6 June 2016, and presented a draft Implementing 
Regulation in line with Article 11(9). At the end of that consultation forum, the Commission 
services concluded that the draft should in any case be amended to avoid imposing burdens on 
Member States, and that further consultation with the Member States was needed. This extra 
time would allow for the vote of the applicable EPBD CEN standards, before further 
proceeding with the adoption of the scheme. After the positive vote of the CEN-standards, the 
Member States were consulted in the Energy Performance of Buildings Committee on 8 
February 2017, and gave clear feedback that the system was not considered to have added 
value and could have some unintended consequences on the already established national 
certification schemes, which are already used by financial institutions.  

The Commission is now exploring non-legislative means to improve the transparency of 
energy performance in the Union's non-residential property market and to create uniform 
conditions to attract private investments into this market, assessing possible options, such as: 

x Considering focus on the non-residential sector within various existing databases (e.g. 
the Building Stock Observatory, the DEEP database); 

x Considering guidelines for national Energy Performance Certificates (EPCs) databases 
to better address the non-residential sector; 

x Focusing on a common energy performance indicator that builds on the recently 
approved EPBD overarching CEN-standard for a common calculation methodology of 
energy performance; 

x Building on the work of EEFIG (e.g. the underwriting guide) addressing in particular 
the non-residential market; 

x Setting up guidelines for voluntary approaches for building passports or building 
logbooks that give the right information to investors at the level of individual non-
residential buildings. 

                                                            
13 See recital 31 and Article 11(9) of the Energy Performance of Buildings Directive. 
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In parallel, the legislative proposal on the EPBD includes measures to provide private sector 
investors with access to more and better information, including more reliable EPCs for 
buildings, the collection of actual energy consumption data of public buildings and the further 
development of long-term renovation roadmaps to guide investment decisions. On the latter, 
Member States are asked to tackle the same three blocks of short and medium term actions: to 
use public funds more effectively, ensure technical assistance at the right (local, regional or 
national) level and de-risk energy efficiency investments (i.e. providing energy and 
investment performance data to inform decisions by project developers and financiers). 

The proposed EU energy efficiency target for 2030 and the emphasis on long-term renovation 
strategies aiming to decarbonise the EU building stock by 2050 will likewise result in clear 
market signals for businesses and investors. 

The Commission also launched the EU building Stock Observatory to centrally collect all 
relevant information regarding EU buildings and energy renovation. This will enable the 
support for designing, implementing, monitoring and evaluation of policies and related 
financial instruments.  

 


