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Quick reference guide on Financing the 

clean energy transition for EU Islands 

In this guide you will receive a short introduction to the general potential barriers 

and possibilities for the financing of your decarbonisation plans. This guide is 

intended to be comprehensive and aims to provide additional information on a 

range of sources of financing available for sustainable energy projects as well as a 

series of relevant studies on the topic. 

First of all, the guide introduces an analysis of how funding mechanisms and 

schemes are used as guidance for where you may look for financing solutions for 

your transition actions. Each of the concepts will have links to further reading. This is 

followed by an outline of some of the main barriers faced when addressing 

financing the clean energy transition. 

The guide does not provide direct solutions for funding actions on islands but is 

rather a first step to explore the possibilities for financing from local, national and EU 

sources. It is a first introduction to choose the path to follow towards financing of 

renewable energy and energy efficiency actions on your island. 

 

 

Key/How to read the references: The order of your readings should be based on 

your prior knowledge of funding mechanisms and schemes. 

 

 

 

 

 

 

If you are a beginner, start 
with the “yellow references” 

which will give you a good 
overview of the types of 

funding instruments.

If you already have some 
basic knowledge, we advise 

you to read directly the 
“green references” which 

deal with more specific 
studies and guidances.

If you already have an in-
depth knowledge of 

financing instruments but 
you are looking for some 

adds-on or new ideas, linger 
over “blue references”.
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1. Comprehensive online matrix on financing schemes 

and funding opportunities - The Covenant of Mayors 

The Islands Quick Reference Guide to financing and funding draws heavily on work already 

completed for the EU Covenant of Mayors. The Covenant’s interactive funding guide 

gathers information on the funding initiatives managed by the European Union, the Member 

States and key financial institutions such as the European Investment Bank. Next to these, the 

guide includes information about support services and innovative financing schemes. 

Alternative financing schemes (Extended introduction to what this is) 

■ Energy Performance Contracting (EPC) a form of ‘creative financing’ for capital 

improvement which allows funding energy upgrades from cost reductions. Under 

an EPC arrangement an external organisation (i.e. an Energy Service Company – 

ESCO ) implements a project to deliver energy efficiency, or a renewable energy 

project, and uses the stream of income from the cost savings, or the renewable 

energy produced, to repay the costs of the project, including the costs of the 

investment. Essentially the ESCO will not receive its payment unless the project 

delivers energy savings as expected. Summarised info here.  

 

■ Involving citizens for example through crowdfunding and peer-to-peer (P2P) 

lending for larger communities projects. More and more energy-related projects 

are financed by raising money from a large number of people who each 

contribute a relatively small amount, typically via the Internet. Since its 

appearance, renewable energy crowdfunding helped financing more than 300 

projects in the world, raising capital for over €165 mln. It proved to be a 

competitive source of capital, a democratizing force for the energy markets, 

and eventually an accelerator of the transition towards a greener economy. 

CrowdfundRES did a survey unleashing the potential of crowdfunding for 

financing renewable energy projects that you can consult here. And you can 

see examples of concrete projects here and particular info on P2P here.  

Besides, REScoop.eu have produced a publication on mobilising citizens to invest 

in sustainable energy which contains some useful reviews and example 

processes, see here.  

 

■ Soft Loans & Guarantees. Financial incentives such as grants, guarantees or soft 

loans for energy renovation could motivate homeowners to make the 

investment decision more easily for the energy retrofitting of buildings, (more info 

here). 

 

European Structural and Investment Funds (ESIF).  

 

There are six funds jointly managed by the European Commission and EU member states. 

Their purpose is to invest in job creation and a sustainable and healthy European economy 

and environment. Some funds can be used to finance energy-related projects. The list below 

shows names of the funds with links for more information:  

■ European Regional Development Fund (ERDF) 

https://www.eumayors.eu/support/funding.html
https://e3p.jrc.ec.europa.eu/articles/energy-performance-contracting
https://www.covenantofmayors.eu/component/attachments/attachments.html?id=399
http://www.crowdfundres.eu/index.html
http://www.crowdfundres.eu/wp-content/uploads/2015/11/CFRES_RE-CF_London5Nov2015-4_FINAL.pdf
https://www.renewableenergyworld.com/ugc/articles/2014/07/top-5-renewable-energy-crowdfunding-platforms.html
https://www.eniday.com/en/human_en/crowdfunding-investment-energy-projects/
https://uploads.strikinglycdn.com/files/d6207111-e449-4d97-957e-0f89d5ba91fd/Mobilising%20European%20Citizens%20to%20Invest%20in%20Sustainable%20Energy.pdf
https://www.covenantofmayors.eu/component/attachments/attachments.html?id=402
https://ec.europa.eu/info/funding-tenders/funding-opportunities/funding-programmes/overview-funding-programmes/european-structural-and-investment-funds_en
https://www.eumayors.eu/component/attachments/attachments.html?id=388
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■ Cohesion Funds (CF)  

■ European Social Fund (ESF) 

■ European Agricultural Fund for Rural Development (EAFRD) 

■ European Maritime and Fisheries Fund (EMFF) 

■ Integrated Territorial Investments (ITI), more info here and here. 

Projects Development Assistance (PDA)  

Facilities are set up by the European Commission to support ambitious public authorities - 

regions, cities, municipalities or groupings of those - and public bodies in developing 

bankable sustainable energy projects. It aims to bridge the gap between sustainable energy 

plans and real investment through supporting all activities necessary to prepare and mobilise 

investment into sustainable energy projects (more info here). 

■ The Island Facility (for more info see here)  

■ The City Facility (for more info see also here)  

■ REScoop MECISE (for more info see also here) 

■ H2020 PDA’s (more info here) 

European Funding Programmes  

The European Union provides a broad range of projects and programmes primarily targeted 

to larger projects; some of the most relevant ones are a presented below. Each of the 

programmes has separate calls of applications. Some with specific focus on insular energy 

systems or islands contexts. 

■ LIFE programme is the EU’s funding instrument for the environment and climate 

action created in 1992. The current funding period 2014-2020 has a budget of 

€3.4 billion. 

 

■ The Urban Innovative Actions (UIA) is an Initiative of the European Union that 

provides urban areas throughout Europe with resources to test new and 

unproven solutions to address urban challenges. Based on article 8 of ERDF, the 

Initiative has a total ERDF budget of EUR 372 million for 2014-2020. 

 

■ CIVITAS activity funds is a programme that supports the take-up of sustainable 

urban mobility measures in Europe by providing financial assistance for specific 

activities of the CIVNETS which is a group of city networks that promote the 

CIVITAS approach at a local level, overcoming language and contextual 

barriers for local authorities and organisations interested in urban sustainable 

mobility (more info here).  

 

■ URBACT is a European exchange and learning programme promoting 

sustainable urban development. It enables cities to work together to develop 

solutions to major urban challenges, reaffirming the key role they play in facing 

increasingly complex societal changes. URBACT III (2014-2020), the total budget 

eligible budget is 96.3 M€ and one axe is dedicated to networking, expertise, 

capitalisation and communication activities. The other axe is dedicated to the 

technical assistance of the programme. 

 

https://www.covenantofmayors.eu/component/attachments/attachments.html?id=385
https://www.covenantofmayors.eu/component/attachments/attachments.html?id=389
https://www.covenantofmayors.eu/component/attachments/attachments.html?id=386
https://www.covenantofmayors.eu/component/attachments/attachments.html?id=387
https://urbact.eu/what-are-integrated-territorial-investments
http://ec.europa.eu/regional_policy/sources/docgener/studies/pdf/integrated_strategies/integrated_strategies_en.pdf
https://ec.europa.eu/regional_policy/sources/docoffic/official/reports/pdf/iti_en.pdf
https://ec.europa.eu/easme/en/project-development-assistance-pda
http://ec.europa.eu/research/participants/portal/doc/call/h2020/h2020-ee-2014-4-pda/1597660-pda-faq-v1_en.pdf
https://ec.europa.eu/info/funding-tenders/opportunities/portal/screen/opportunities/topic-details/lc-sc3-es-8-2019
https://webcast.ec.europa.eu/european-city-facility-info-event-for-applicants
https://ec.europa.eu/inea/sites/inea/files/ee17-europen_city_facility.pdf
https://ec.europa.eu/info/funding-tenders/opportunities/portal/screen/opportunities/topic-details/lc-sc3-ee-17-2019
http://www.rescoop-mecise.euy/
http://www.rescoop-mecise.eu/
https://ec.europa.eu/easme/sites/easme-site/files/all_presentations_pda_session_h2020_ee_info_day_2016.pdf
https://www.eumayors.eu/component/attachments/attachments.html?id=382
https://www.covenantofmayors.eu/component/attachments/attachments.html?id=384
https://civitas.eu/civinet-activity-fund
https://civitas.eu/civinet
https://www.covenantofmayors.eu/component/attachments/attachments.html?id=383
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■ European Territorial Cooperation (TC). INTERREG is a general brand name to 

refer to ETC. INTERREG is funded by the European Regional Development Fund; 

it therefore finances projects around the 11 cohesion policy thematic objectives 

(that you can find here). 

 

■ Horizon 2020 is the biggest EU Research and Innovation programme ever with 

nearly €80 billion of funding available over 7 years (2014 to 2020). It aims to 

achieve smart, sustainable and inclusive economic growth. H2020 is organised 

in thematic sections each dedicated to a specific challenge (that you can find 

here). (And the specific calls for Islands). 

https://www.covenantofmayors.eu/component/attachments/attachments.html?id=380
https://ec.europa.eu/regional_policy/en/policy/how/priorities
https://www.covenantofmayors.eu/component/attachments/attachments.html?id=372
https://ec.europa.eu/programmes/horizon2020/en/find-your-area
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2. Useful personal contacts for support and further 

information 

 

● The C-2020: is the network of Horizon 2020 National Contact Points, which offers links 

to technology platforms and EU networks. On their website you can also find a list of 

EU funds available beyond 2020 in different fields and for different type of projects.  

 

● The Managenergy programme is offering a series of masterclasses, expert missions 

and networking events in the coming years covering a range of investment topics for 

local and regional energy agencies. 

 

● The Marketplace of the European Innovation Partnership on Smart Cities and 

Communities (EIP-SCC) is a platform helping cities to build new projects. It also takes 

into account the enabling roles of collaborative actions such as new business models, 

finance and procurement arrangements, new strategies and tools to increase smart 

citizen participation and engagement, new strategies and tools for integrated 

planning and policy and regulations. 

 

● URBIS is a new dedicated urban investment advisory platform within the European 

Investment Advisory Hub (EIAH). URBIS is set up to provide advisory support to urban 

authorities to facilitate, accelerate and unlock urban investment projects, 

programmes and platforms. URBIS has been developed in partnership by the 

European Commission (Directorate-General for Regional and Urban Policies) and the 

European Investment Bank (EIB) in the context of the EU One Stop Shop for Cities and 

in support of the ambitions defined in the EU Urban Agenda. 

 

  

http://www.c-energy2020.eu/eu-networks/
http://www.c-energy2020.eu/eu-funding/eu-funding-opportunities/
https://www.managenergy.net/managenergy-agencies
https://eu-smartcities.eu/
https://eu-smartcities.eu/group/4/description
https://eu-smartcities.eu/group/4/description
https://eu-smartcities.eu/group/3/description
https://eu-smartcities.eu/group/8/description
https://eu-smartcities.eu/group/8/description
https://eiah.eib.org/about/initiative-urbis.htm
https://eiah.eib.org/
https://www.eib.org/en/index.htm
https://ec.europa.eu/info/eu-regional-and-urban-development/topics/cities-and-urban-development_en
https://ec.europa.eu/futurium/en/urban-agenda
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Funding mechanisms and schemes - Study by European Commission 

The nature of the energy efficiency financing topic has been well characterised by the 

Executive Agency for Small and Medium Enterprises of the European Commission (EASME).  

Their objective is to overcome the gap between the financial sector and sustainable energy 

project developers. The latter have bespoke technical projects (less understood than their 

renewable energy counterparts) with long payback times. On the other side, the former are 

used to dealing with standardised products and consider energy efficiency as a technical 

black box, they are interested in the cash flow rather than the specific project and they 

prefer well understood and predictable risks. You have to take that into account before 

establishing any investment project and applying for a financing.  

 

Types of clean energy finance instruments 

In recent years, there has been an increased interest in the provision of energy services to 

achieve energy and environmental goals. In particular some new companies providing 

energy services to final energy users, including the supply and installations of energy efficient 

equipment, and/or the building refurbishment, have started to operate on the European 

market. Those companies are defined as Energy Service Companies (ESCOs). Their main 

characteristics are that they can finance or arrange financing for a project and that their 

remuneration is directly tied to the energy savings achieved. For EASME, those companies, as 

innovative financing, could help to match the needs of project developers and the financial 

sector (see the diagram below).  

 

Furthermore, the recent EU legislation, namely the Clean Energy Package, agreed by the EU 

in 2018, starting with the revised Renewable Energy Directive (REDII) is a game changer for 

citizens, local authorities (including cities and municipalities) and microenterprises because it 

gives them the right to generate, store, consume and sell their own energy. 

 

https://ec.europa.eu/easme/en
https://e3p.jrc.ec.europa.eu/node/190
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The new Renewable Energy Directive unleashes the power of community energy by giving 

citizens and energy communities across the EU a number of guarantees that ensure that they 

are able to invest in renewables and benefit from the energy transition.  

An in-depth analysis for the European Commission has identified the types of clean energy 

finance instruments being used currently across Europe and gathered it in one diagram of 

flux (see below). You can follow the arrows (in both ways) to see how the different financing 

sources are currently allocated to climate action in the EU and which one could better fit 

your project. You will find financing for both mitigation and adaptation actions. 

 

 

Source: Trinomics (2017) 

This overview of available funding and financing sources provides a useful framework for 

looking at the opportunities available to individual island communities. Not all will be 

applicable, and there are features of and benefits and drawbacks to each individual 

approach. 

  

https://uploads.strikinglycdn.com/files/533bfab6-f6c3-48ab-bbb3-ca3793a88f11/Community_Energy_booklet_FINAL.pdf
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Main barriers identified for financing projects - the PROSPECT project 

It is also useful to understand from the local level, the main barriers that are faced when 

trying to address financing for sustainable energy projects.  

The PROSPECT project funded by Horizon 2020 -the biggest financial instrument implementing 

the Innovation Union- drew on information from the Covenant of Mayors survey, and a 

project specific survey of municipalities to draw out conclusions on these issues. 

 

As this chart shows, the use of own resources by public authorities is seen by the majority as a 

barrier to implementing Sustainable Energy and Climate Action Plans (SECAPs). 

The report makes it clear that “Given the impossibility in many cases of financing their own 

sustainable energy and climate projects, local authorities tend to base the financing of 

sustainable energy and climate actions on public grant funding, i.e. European or national 

funds, which become the primary source of financing. However, the availability of public 

grant funding is limited both in terms of the volume and persistence over time, and not 

sufficient to cover the needs of local authorities in meeting their sustainable energy and 

climate targets. The remaining financing gap must rely on market-based solutions and 

innovative financing instruments.” 

From the Covenant of Mayors survey, the following picture of investment by project size and 

sector emerged. 

https://ec.europa.eu/inea/en/horizon-2020/projects/H2020-Transport/Safety/PROSPECT
https://ec.europa.eu/programmes/horizon2020/what-horizon-2020
https://ec.europa.eu/info/research-and-innovation/strategy/goals-research-and-innovation-policy/innovation-union_en
https://www.covenantofmayors.eu/index.php?option=com_attachments&task=download&id=336
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This shows that public lighting and public building renovation projects were by far the most 

prevalent. 

 

Renewable energy cooperatives - Study and handbook by REScoop.eu 

The European federation of Citizens Energy Cooperatives (REScoop.eu), has analysed the 

barriers to financing existing energy transition solutions. Their work concludes that the main 

barriers are not financial, but can be grouped as follows: 

 

Cultural and political factors Economic and management 

factors 

Legal and administrative factors 

●  Lack of knowledge concerning 

the cooperative model 

●  Lack of legitimacy as a real 

market player and low trust in 

the cooperative model as an 

effective economic alternative 

●  Level of political support to RES 

plays an important part in the 

development of REScoops + 

political support to citizen-led 

initiatives 

● Pre-planning stage 

barriers 

● Lack of guarantees 

● Size of REScoop 

projects 

● Public offering regulation 

(access to equity capital) 

● Administrative barriers: 

cost and access to the 

grid 

● Unstable regulation 

(especially public support 

schemes for RES) 

The full analysis can be found here. 

 

https://www.rescoop.eu/the-rescoop-model
https://www.rescoop.eu/
https://uploads.strikinglycdn.com/files/7b5a2f25-445d-4cb3-924e-a2622749d3ed/Report%20on%20financial%20barriers%20and%20existing%20solutions%20%5bDeliverable%204.1%5d.pdf
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REScoop.eu has also published a financial handbook for citizens energy cooperatives. This 

breaks project development down into four phases (shown below) and identifies the type of 

funding that may be most appropriate for each phase. 

 

 

Their handbook then provides more details and step by step guidance on when and how to 

deploy each type of financing according to the following matrix. 

https://uploads.strikinglycdn.com/files/0c8b7770-bab4-4130-9a6b-d46b56c3f2b1/Financial%20Handbook%20for%20REScoops%20-%20English.pdf
https://uploads.strikinglycdn.com/files/0c8b7770-bab4-4130-9a6b-d46b56c3f2b1/Financial%20Handbook%20for%20REScoops%20-%20English.pdf
https://www.rescoop.eu/the-rescoop-model
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REScoop MECISE was created in 2018 as a financial vehicle that aims to provide time, 

access, credibility and solidarity to renewable energy and energy efficiency projects in 

Europe. REScoop MECISE stands for European ‘Mutual for Energy Communities Investing in a 

Sustainable Europe’ and acts as a direct support for citizen-led projects. It is a result of a 

Project Development Assistance (PDA) project which run between December 2015 and 

February 2019 in the framework of the European Union’s Horizon 2020 programme. 

This financial tool was found by the co-ops of Courant d’Air (Belgium), Ecopower (Belgium), 

Enercoop (France), Energy4All (United Kingdom), Som Energia (Spain) and the European 

federation REScoop.eu, based on principles such as flexibility, sustainability, cooperation and 

fairness, understood as low profitability and fair distribution of benefits and responsibilities. 

The final publication of the H2020 project Mobilising European Citizens to Invest in Sustainable 

Energy suggests that REScoop MECISE acts as a direct support for citizen-led projects to 

accelerate the energy transition by:  

- supplying temporary equity to help REScoops finance their projects and thus give 

them time to raise equity locally, or by acting as a bridge to buy back commercial 

projects and open them for investment to local communities. Once these projects 

are up-and-running, REScoop MECISE will support a local energy community to raise 

funds from local citizens and replace the Mutual. That’s how the REScoop MECISE SCE 

will maintain its revolving character and ensure the projects benefit directly to the 

local communities. 

 

- aggregating small community projects and assisting them in accessing financing 

tools reserved for larger projects and by adding credibility to local projects through 

the provision of guarantees for banks, local authorities or institutional investors. 

https://www.rescoop-mecise.eu/
https://uploads.strikinglycdn.com/files/d6207111-e449-4d97-957e-0f89d5ba91fd/Mobilising%20European%20Citizens%20to%20Invest%20in%20Sustainable%20Energy.pdf
https://uploads.strikinglycdn.com/files/d6207111-e449-4d97-957e-0f89d5ba91fd/Mobilising%20European%20Citizens%20to%20Invest%20in%20Sustainable%20Energy.pdf
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Upscaling projects to over €25 million would make them eligible to soft loans from the 

European Investment Bank or other institutional investors. 

 

- combining funds from cooperatives, municipalities and institutional investors, citizens 

will also get the opportunity to develop large scale projects, which are today often 

unattainable for communities. Upscaling will automatically lead to economies of 

scale and gains on purchasing power. 

 

More information about their services and publications can be found on the initiative’s 

website. 

Supporting investment concepts - overview and financing facilities by the European 

Commission 

There is no one definition of what is meant by an “investment concept1”. Projects in different 

sectors and at different stages of maturity are likely to have different versions of what is 

meant by this term. 

In their information day for the recently proposed Horizon 2020 City Finance Facility and 

Islands Finance Facility, EASME suggested that the following topics should form parts of an 

investment concept: 

● Clear identification of potential project pipeline 

● (Local) market/barrier analysis 

● Sample energy audits etc. 

● Analysis of local stakeholders controlling the project pipeline 

● Commitments (by asset owners) 

● Engagement strategy etc. 

● Legal analysis (regional, national, international) 

● Available investment types and framework conditions 

● Actual investment approach 

● Structuring/timeline of investment steps 

● (incl. e.g. public procurement or debt accounting rules) etc. 

● (Pre-feasibility) analysis of available financing solutions 

● Basic modelling of investment costs, transaction costs, expected (cost) savings, other 

● revenues etc. 

● Roadmap: basic process to launch investments 

● Work planning 

● Resource allocation etc. 

 

The mentioned two financing facilities for clean energy transition measures for islands and 

cities (expected during 2019) are specifically set up to set out requirements for access to 

technical assistance funding through these Facilities (see more information and links on page 

9). For examples on how this type of approach has worked in much larger scale applications, 

see Energy Cities review of a number of ELENA projects here.  

  

                                                      
1 Also referred to as financing concept 

http://www.rescoop-mecise.eu/
https://ec.europa.eu/easme/en/european-city-facility-and-european-islands-facility-info-session
http://www.energy-cities.eu/IMG/pdf/reviewelena-eib_projects_june2015.pdf
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Local financing models - a toolkit from the CITYnvest project 

The EU funded Citynvest project reviewed more than 20 models of local financing schemes. 

The analysis compared the length of contract of duration and depth of carbon saving and 

concluded that the current focus is on shallower carbon saving, shorter payback period 

projects. The project also produced a step by step toolkit for other authorities considering 

developing coordination services to support building renovation.  

 

 

In the figure above a series of tested models are organised in levels of ambitions and the 

contract durations or practices. To read more about each of the models consult the guide 

here. 

 

 

 

 

 

 

  

http://www.citynvest.eu/financing-models-matrix
http://citynvest.eu/sites/default/files/library-documents/RenoWatt%20Toolkit%20disclaimer%2004.01.17.pdf
http://citynvest.eu/sites/default/files/library-documents/RenoWatt%20Toolkit%20disclaimer%2004.01.17.pdf
http://citynvest.eu/sites/default/files/library-documents/RenoWatt%20Toolkit%20disclaimer%2004.01.17.pdf
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Technical guidance on cohesion funding - a guide by the European Commission 

For projects addressing the energy renovation of buildings, the European Commission has 

previously produced technical guidance on funding such project with EU Cohesion funds 

(see the roadmap below). More broadly than just buildings, this guidance set out a series of 

steps when considering this funding route, that would also translate well to other sectors and 

other sources of funding. The graphic below describes the process for national or regional 

authorities to set-up financing through cohesion policy funds to benefit local communities. 

 

Detailed advice and guidance and decision support materials are available for each of 

these steps within the guide.  

https://ec.europa.eu/regional_policy/sources/docgener/studies/pdf/financing_energy_renovation.pdf
https://ec.europa.eu/regional_policy/en/policy/what/glossary/c/cohesion-fund
https://ec.europa.eu/regional_policy/sources/docgener/studies/pdf/financing_energy_renovation.pdf
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Project life cycle overview - Energy Efficiency Financial Institutions Group 

In its Underwriting Toolkit, the Energy Efficiency Financial Institutions Group (EFIG) - a public 

private expert group made to identify barriers and solutions to long-term financing for energy 

efficiency - has set out a detailed project lifecycle, looking at financial as well as technical 

and governance aspects of a project (see below). 

 

The Toolkit also includes practical guidance on risk assessment as well as an examination of 

the types of mechanism and structures that can be used to finance energy efficiency 

projects. 

 

Design and development of building renovation and improvement - Investor 

Confidence Project 

For certain types of energy efficiency investments (currently for multi-family buildings and 

commercial buildings the Investor Confidence Project has developed protocols to help 

standardise design and development of renovation and improvement of these types of 

buildings in order to improve opportunities for standardisation and project aggregation. 

 

 

 

Published by the  

Clean Energy for EU Islands  

Secretariat

http://www.eefig.com/index.php/underwriting-toolkit
http://www.eefig.com/
http://www.eefig.eu/images/pdf/EEFIG_Underwriting_Toolkit_June_2017.pdf
http://www.eeperformance.org/multifamily-protocols.html
http://www.eeperformance.org/commercial-protocols.html
http://europe.eeperformance.org/


 

 

 

 


