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GLOSSARY OF ACRONYMS
ASHRAE

American Society of Heating, Refrigerating and Air Conditioning Engineers

ATD

Adam Teva V’Din

BEI

Baseline Emission Inventory

BIRD

Israel and US Binational Industrial Research and Development

CBCMED

Cross Border Cooperation in the Mediterranean

CDM

Clean Development Mechanism

CES-MED

Cleaner Energy Saving Mediterranean Cities

CoM

Covenant of Mayors

DNA

Designated National Authority

EIB

European Investment Bank

EIF

European Investment Fund

ELENA

European Local Energy Assistance

ENP

European Neighbourhood Policy

ENP South

European Neighbourhood Policy Southern Partnership

ENPI

European Neighbourhood and Partnership Instrument

ERTRAC

European Road Transport Research Advisory Council

ERUs

Emission Reduction Units

ESCOs

Energy Service Companies

EU

European Union

FEMIP

Facility for Euro-Mediterranean Investment and Partnership Facility

GDP

Gross Domestic Product

HBS

Heinrich Boell Stiftung

HVAC

Heating Ventilation and Air Conditioning

ICLEI

European model of Local Governments for Sustainability

IEA

International Energy Agency

IEC

Israel Electric Company

IEF

Israel Energy Forum

IFI's

International Financial Institutions

IS

Israeli Standard

ISO

International Organisation for Standardisation

JI

Joint Implementation

kWh

Kilowatt hour

LA

Local Authority

ME

Ministry of Economy

MEP

Ministry of Environmental Protection

MIEW

Ministry of National Infrastructures, Energy, and Water Resources

MSBP

Mediterranean Sea Basin Programme

NCG

National Coordination Groups
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NGO

Non-Governmental Organisation

NIS

New Israeli Shekel

OECD

Organisation for Economic Cooperation and Development

PPP

Public-Private Partnership

PUA

Public Utility Authority

RSI

Risk Sharing Instrument

SEAPs

Sustainable Energy Action Plans

SII

Standards Institution of Israel

SUDEP

Sustainable Urban Demonstration Projects

TOE

Tons of oil equivalent

ToR

Terms of Reference

ULA

Union of Local Authorities
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1. EXECUTIVE SUMMARY
In the framework of the ENPI-South project Cleaner Energy Saving Mediterranean Cities (CESMED) this reports examines and analyses donors’ initiatives in sustainable development on the
local authority level in Israel. This report will be particularly relevant to financing the preparation
of detailed studies, as well as the implementation of Sustainable Energy Action Plans (SEAPs),
both for long and short-term activities. It aims to support and strengthen the role and capacity of
local authorities to adopt and implement sustainable development policies at a local level.
Achieving all of this in synergy with national regulatory and legislative frameworks.
CES-MED promotes the adherence of local authorities in Israel to the Covenant of Mayors (CoM),
the development of a Baseline Emissions Inventory (BEI), and the preparation of SEAPs as
required by CoM. The report can be used as guidance work tool for all sectors in general and for
the local authority sector in particular to help finance the preparation, planning and
implementation of SEAPs, sustainable actions and energy savings plans in Israel.
The report presents funding opportunities that can benefit local authorities. It provides contact
details and methods to apply for both at national and international level, including, but not
limited to, the following:




IFIs, and international donors including grants, loans and investments opportunities;
National funding instruments, programs, projects, and those particularly dedicated to local
authorities; and
Identification of available funding opportunities, which are most appropriate for the
preparation of detailed studies and/or implementation of CoM SEAPs and similar type
actions.

The report highlights financial barriers and the limitations that Israel’s local authority’s face, and
need to overcome in order to plan and implement SEAPs. Local authorities have tight budgets
with particularly limited funds to spend on SEAPs and similar energy efficiency plans. The local
authority might possess the ability to fund a few small projects but nothing more. The only way
for local authorities (LA) to successfully plan and implement SEAPs and other energy efficiency
plans is with external financial help.
The main reports and research on energy efficiency and SEAP type plans in Israel have focused
on policy, guide-books, and potential savings. A minimal amount has been dedicated to
financing and the implementing such plans from an economic view point. This report hopes to
bridge the gap between policies, guide books, and the potential savings to financing and
implementing SEAPs and similar energy efficiency plans.
The report reached the following conclusions:





Minimal amounts of budget and funding available for LAs;
Israel will not be able to achieve 20% CO2 reductions by 2020 without significant funding
increases;
The State of Israel as a whole needs to take a larger commitment to the 20% by 2020 goal
and not just the LAs;
LAs have the ability to be leaders in planning and implementing SEAPs and similar energy
efficiency plans;
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No strong national government financing model to help LA' receive financing for energy
saving and CO2 emissions reduction projects;
National governmental offices are not doing enough to bring foreign foundations and
funding avenues to investment in SEAP and similar energy efficiency plans in Israel.

The following key recommendations were made:










Creation of public funding model for energy efficiency and sustainable development
projects;
Formation of incentive rewards, cost reimbursement, and tax benefits on energy efficiency
projects to drive more energy saving and sustainable development projects as well as the
reduction of CO2 emissions;
Reuse of resources and money from energy savings to help train new professionals and
management in the energy efficiency field;
Implementation of ESCO, equipment performance contract, installment energy saving
payments, and similar type financial model projects;
Increase government incentive programs for proven energy savings projects and
technologies as well as trial projects;
The collection and monitoring for energy data needs to play more of a role in project
financing;
Solar hot water systems and LED lighting retrofits can be used as a successful financial
model for funded projects in energy savings and sustainability; and
Development of educational campaigns to help energy efficiency projects and technologies
to be explained and understood by the common person on a basic level and not always on a
technical engineering level.
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2. INTRODUCTION
2.1

General Financial Situation in Israel

The State of Israel is located in Western Asia, on the south-eastern shore of the Mediterranean
Sea. Israel is bordered by Lebanon in the north, Syria in the northeast, Jordan in the east, Egypt
to the south, and the Mediterranean Sea to the west. For a relatively small country Israel is
particularly geographically diverse.
At the beginning of 2014 the population of Israel was a little over 8 million people. Matched with
its constantly growing population, high standard of living, and rapidly growing economy Israel is
at the forefront of innovation and business development. With not many natural resources to
call its own besides a developing natural gas market, on a macro level Israel's financial situation
is stable.
Approximately a third of the national budget is dedicated to security measures and programs.
With that in mind, Israel has put to use responsible fiscal and monetary policies and a host of
reforms aimed at liberalising the economy, which have allowed it to stand out as one of the
world's most competitive economies. Over the last two decades alone, Israel has become
famous for its high-tech capacity, particularly in telecommunications, information technology,
water and environment, as well as electronics and life sciences.
According to the "Israeli Sustainability Outlook 2030" report, Israeli’s economy grew in the last
decade by 20% and since the 1990s by 75%. An additional important factor of environmental
economics in Israel includes the use of land resources. Current development trends, generating
sprawl and subsequent loss of open landscape, are not sustainably. Present trends indicate that
79% of the population increase by 2030 will be absorbed by high-density urban development.
However, rural regional councils will absorb the remaining 11% population increase through lowdensity development.
Israel compared to other countries in Western Asia and the Middle East in recent years, has
enjoyed relatively high economic growth, an impressive increase in employment, a decrease in
unemployment and relative cost stability. Israel remains committed to openness as a strategic
approach, while recognising the importance of financial sector regulation. The adoption of this
strategy contributed significantly to Israel's economic growth and increased economic efficiency.
Even though Israel GDP can be seen as decreasing in the graph below, it is important to note that
it is still significantly higher than the other regions.
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World Growth Domestic Production (GDP) compared to Israel:

To help the economy deal with the effects of the global crisis, the Bank of Israel lowered the key
lending rate to a record low of 0.50%. From late 2008 to early 2009 the central bank slashed
lending rates by a cumulative 3.75%. The rate cuts, which were meant to support the economy
by lowering the cost of credit thereby contributing to financial stability and partially offsetting
the downward pressure on prices, were in line with the policies of central banks globally. As the
Israeli market is heavily dependent on export revenue, the expansionary monetary policy also
served to curb the New Israeli Shekels (NIS) strength relative to other currencies. This also
assisted the competitiveness of Israeli products internationally.
To help safeguard the economy during this period, Israel’s Ministry of Finance, Ministry of
Economy and the Bank of Israel implemented a number of special initiatives. These included
creating a pension safety net, a monetary program to help increase liquidity, new jobs,
protecting private savings and promoting continuous growth in Israel.
Growth in the Israeli economy is largely fueled by a steady increase in exports and services, and
foreign investment. International investors continue to recognise Israel's economic potential and
increase their investments in the country. Israeli exports amount to around 40 percent of its
GDP. Israel main exports are: cut diamonds and other precious metals and stones, high-tech,
biomedical and pharmaceutical products, services and agricultural products. Main export
partners are the United States and Hong Kong while others include: Belgium, United Kingdom,
India, Canada and China. New natural gas fields coming online have also provided an additional
boost to GDP in recent quarters. This sector is forecasted to have a large positive impact on
exports in the future.
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In 2010, Israel became a member of the Organisation for Economic Cooperation and
Development (OECD). This unique forum of democratic governments with market economies
collaborate to promote economic growth, prosperity, and sustainable development. Israel’s GDP
in 2013 was 3.6% while the rest of the OECD was 1.2%. In comparing other Israeli data for the
year 2012 to the OECD Israel's output growth is considered relatively strong, and unemployment
stands at low levels.
Although the national economic statistics are relatively strong, the residential sector is weaker
and more problematic. Average living standards remain well below those of top-ranking OECD
countries, educational test results are low and despite being a highly urbanised western country
the rate of relative poverty is the highest amongst OECD countries. Unemployment and relative
poverty are especially high in the ultra-orthodox and Arab populations in comparison to the rest
of the population.
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2.2

Need for Funding and Financial Support of Sustainable Development, SEAPs and
Energy Savings Actions

In September 2008, Israel’s government decided to reduce annual electricity consumption by
20% based on 2006 electricity consumption. A year later, the government undertook an initiative
to reduce 20% of its CO2 emissions by 2020 compared to a "business as usual" scenario. To meet
these obligations, the government decided on the formation of a national plan for reducing CO2
emissions which include, among others, the promotion of energy efficiency in the LA sector. 2.2
billion NIS (approximately 550 million Euro) was budgeted for the National Plan for Reducing
GHG Emissions.
In order to give a strong initial push, the first two years of the plan (2011-2012) were budgeted
at 539 million NIS (approximately 123 million Euro) divided throughout different ministries as
presented below.

Topic

MIEW

Reducing electric
consumption in the
residential sector

269

Support for GHG
reduction projects
in residential
sector
Educational
programs

MEP
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Ministry of
Transporta
tion

ME

114

30

11

Support for initial
installation of new
technologies
New green
building projects

Ministry of
Constructi
on and
Housing

5
40

16
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Existing building
site Audits

16

Training in the
Green Building
sector

9

Energy Audits

8

2

5

Retrofitting
existing buildings

7

EE regulation

7

Total

314

171

7

5

42

58.30%

31.70%

1.30%

0.90%

7.80%

% of total budget

In this framework, the Ministry of Environmental Protection (MEP) and Ministry of Economy
(ME) established a system to support energy efficiency investments and funding to reduce CO2
emissions. In 2011-2012 alone the system gave funding and assistance totaling 106 million New
Israeli Shekels (NIS) (approximately 22.26 million Euro) for 208 projects. The projects were wide
ranging with nearly half the projects submitted in 2012 dealing with upgrades of air conditioning
systems. Others focused on energy efficient street and building lighting, upgrading water heating
systems, recovery and use of residual heat, upgrades to production processes, use of hybrid heat
pumps and switches to electric scooters and hybrid vehicles.
A mandatory requirement for all approved projects is the submission of a verified annual
emissions reduction report to MEP. This allows the government to follow up on emissions
reductions on an annual basis, and to assess and monitor the effectiveness of different reduction
measures and projects. These projects are expected to save about 240 million kWh each year
until 2020. As well as thousands of liters of fuel for the LAs, industrial, business and
transportation sectors. Unfortunately in July 2013, the Ministry of Finance froze the national plan
for three years in the 2013 budget and freezing the subsidies and funding program as well.
In 2010, according to the Union of Local Authorities and Tag HaSviva (resource consumption plan
focused on waste, water, and electricity) the annual electricity cost at the LAs’ level stood at
about 1.2 billion NIS (approximately 252 million euro). The Knesset Center for Research and
Information reveals that this sector consumes 2.5 billion kWh a year amounting to around 5% of
the national consumption.
With the above reports in mind, different forecasts are predicting a 6% annual growth in the
electricity consumption in the LA sector. The numbers clearly show that the cost of energy for
LAs is going to continue to rise if steps are not taken to reduce them.
Sustainable development and energy savings actions are proven to achieve a decline in energy
consumption and expenses, as well as CO2 emission reductions, at the LA level. Technological
solutions and energy saving measures can been implemented around the world and serve as
great case studies and success projects. Numerous LAs in Israel have performed according to the
law and continue to perform energy audits regularly at their sites. The findings show a great
potential in energy savings, sustainable development, SEAP opportunities and the reduction of
CO2 emissions.
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The problem is that an extremely small number of recommendations from these energy audits
are actually implemented. The main reasons are a lack of budget and financing, lack of
manpower, lack of knowledge and awareness, difficulty in managing long term projects, and
conflicting political agendas. The law mandates LAs perform energy audits but does not require
the implementation of any of the subsequent recommendations.
LAs’ budget comes from two main sources. The first source and larger portion of the budget
comes straight from the government and depends directly on the number of residents. The
second source is from local taxes, which depend on the socioeconomic level of the residents,
number of businesses and factories in the LA's territory.
The most central and foremost road block in front of the LAs to implement sustainable
development, SEAPs and similar energy savings projects is the sufficient financing of these
projects. The LA budget alone is not large enough to have an impact on the financing for energy
efficiency projects. The LA might have the financial ability to implement small projects but not
whole SEAPs and similar energy efficiency plans. The majority of the budget is simply locked up
for other areas of activities, programs, and initiatives that are under the LA’s responsibilities.
The number one barrier that these projects face today is the high initial investment. Most energy
saving projects are based on upgrading or retrofitting old inefficient equipment to new
technologies and other innovative solutions that are more energy efficient. Generally, these new
technologies and solutions are initially quite expensive, with an upside that they can have quick
returns on investment due to energy savings realised from efficiency. Any energy efficiency
project with a return on investment of more than three years is extremely challenging to gain
support for. In continuation of what was mentioned above, projects with returns of investments
of even a year or two are not implemented due to the lack of awareness and understanding of
energy efficiency, sustainable development, and the importance in CO2 emissions reduction.
As explained above, LAs do not have the proper budget, awareness, manpower, and knowledge
to finance these programs. This causes the necessity for outside funding from private investors
or other donors in order to implement energy efficiency projects. However the private investor
and donor opportunities are limited, and most are not willing to invest in the LAs’ energy
efficiency projects. This is due to insecurities in the programs' technologies, long return on
investment and concerns about the reliability of "doing business" with municipalities. The lack of
awareness and understanding of energy efficiency, sustainable development, and the
importance in CO2 emissions reduction plays a major role here as well.
Conclusively, to make a decision on energy efficiency project’s implementation, a great deal of
confidence is required in future return on funds and investments. Unfortunately, in Israel, many
financers and investors do not want to take this risk. As a result very promising energy saving
projects do not get off the shelf. In order to achieve CO2 emission reductions through energy
savings, SEAPs and sustainable development plans external funds and financial options are
needed.
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2.3

The Role of Local Authorities in reducing CO2 Emissions and their Specific Need
for Project Funding

Israel has 256 LAs including cities, local and regional municipalities. Regional municipalities are
classified as a grouping of smaller villages and communities that align themselves together and
act like a LA. Each authority type has a Mayor or a Council Head depending on its classification as
well as council board members that are elected once every five years. The Mayor/Council Head
along with its council board members have the right to pass enactments and regulations (that do
not contradict national laws) in fields such as building, municipal tax, energy, waste disposal, and
more. LAs can pass enactments and regulations that go beyond the minimum requirement of the
national government which gives LAs great potential to become progressive leaders in the
sustainable development campaign locally. Israel does not have other legislative bodies such as
districts as there are in different European countries.
The role of LAs is becoming increasingly vital in the energy sector and in the campaign to reduce
CO2 emissions. In the past, the debate focused on environmental and energy issues and policies
especially on the national and global level. Today it is becoming an important issue at the local
level as well. In recent years the environmental sector has also started to play a key role in LAs in
Israel. The handling of environmental problems are often more effective when it is managed by
the LA because of its smaller scale.
Today in Israel, as in many other countries, the LA plays multiple roles. LAs are seeking potential
energy saving opportunities through the performance of energy audits. They have also begun to
engage the public on sustainability and environmental issues. The LA has the potential to
influence the public in its jurisdiction by implementing action and awareness plans that can be
easily duplicated in other LAs. As a LA it is easier and quicker to implement initiatives and public
change in comparison to the national government because of the lengthy bureaucracy process in
Israel.
It is well known that cities are large contributors to global climate change (GCC), but at the same
time are an important player to help change that vary paradigm. The potential for energy savings
and CO2 emissions reduction in cities is extremely promising in Israel. The LA holds the keys to
start the process and actions. As mentioned above, the LA is limited by budget and financing
opportunities in the performance and success of awareness actions, campaigns, and energy
efficiency plans. Without proper funding the LA will not be able to live up to its potential in
driving change in the energy field. Given the proper funding LAs can become leaders in the
process of the reduction in CO2 emissions.

2.4

CES-MED Project Brief in Connection to the Specific Objective 2

Cleaner Energy Saving Mediterranean Cities (CES-MED) will play a central role in assisting
sustainable development, SEAPs and energy savings actions in Israel. CES-MED can help LAs
directly develop the capacities to formulate and implement more sustainable local policies, such
as those implied by joining the Covenant of Mayors (CoM) and developing the related SEAPs.
Guidance, resources, training workshops, and expert consultancy will be provided to the LAs as
part of the CES-MED project. As of today three Israeli LAs have committed to COM, Ramla, Rosh
HaAyin, and Shefa-Amer.
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CES-MED can also be an asset to helping LAs finance and budget energy saving projects, SEAPs
and sustainable development actions in the following way. Israel still does not possess a large
amount of knowledge and experience in sustainable development, energy efficiency plans and
energy saving projects. Israel and LAs in particular will benefit greatly from the vast experience
that the European Union (EU) through CES-MED has to offer. The EU brings to Israel many years
of successfully financed and budgeted projects in the energy field that Israel could learn from,
duplicate, and implement. The EU also has resources and information on different financing
models that exist in Europe that have not found their place in Israel yet. CES-MED could be a key
tool to help bring these resources, information, experience, and knowledge to LAs in Israel in a
number of different capacities. These actions and programs can assist the chosen LAs in
financing and budgeting energy saving projects, SEAPs and sustainable development projects.
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3. INTERNATIONAL FINANCIAL INSTITUTIONS (IFIS), AND INTERNATIONAL
DONOR TOOLS
3.1

Relevant Funding Possibilities and Financial Programs

The current struggling world economic situation does not help the problem of funding energy
efficiency and SEAP type projects. Many such energy efficiency projects do not make it off the
shelf to be implemented. Even though many proven energy efficiency technologies and solutions
can pay back the initial investment costs from energy cost savings over a short period of time
these persuasive economic projects are still left unimplemented. The financial road block can be
broken down into many smaller issues including:









Budget priorities and the treatment of financial investments in energy saving projects as if
they are production or maintenance projects;
Not allowing for a return on investment above three years for energy saving projects;
Lack of knowledge on energy efficient technologies and the importance of energy savings,
sustainable development, and the reduction of CO2 emissions;
Lack of time and resources to properly examine and implement a SEAP or similar energy
efficiency plan;
Reluctance to finance or invest in a high upfront cost;
Cash flows from energy saving measures are not yet considered and separated as
conventional revenues for many organisations therefore not allowing reinvestment in
energy efficiency with this revenue; and
The majority of banks are not willing to heavily finance LA's for energy efficiency projects
due to the lack of assurances.

Energy savings measures, sustainable development actions, SEAPs and CO2 emissions reduction
projects and plans are not just one single market, they cover a wide range of different fields,
sectors, and end-users. Donor tools could play a key role in helping to find a solution to this
financial problem. LAs specifically are in need of additional financial assistance and incentive
programs to help initiate, plan and implement SEAPs and similar energy efficiency plans.
The following is an examination of relevant projects and programs that can directly assist LAs in
funding the planning and implementation of SEAPs and similar energy efficiency plans.

3.1.1 Sustainable Urban Demonstration Energy Projects (SUDEP)
The EU has been providing continuous support to LAs in their role as sustainable development
actors. On August 30th 2013, the EU announced a new program to help cities in the EU’s Eastern
and Southern Neighborhood (including Israel) for Sustainable Urban Demonstration Energy
Projects (SUDEP). The funding for the SUDEP program comes from the European Neighborhood
and Partnership Instrument (ENPI).
SUDEP has is comprised of two components: eastern and southern. The Eastern component will
focus on the implementation of SEAPs under the CoM. While the Southern component will
support local sustainable development plans in a broader sense, including SEAPs as one of them.
The global objective of the program is to enable LAs in ENPI South partner countries to address
local sustainable development challenges related to energy. The specific objective of the
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program is to contribute to the increase in energy efficiency, energy savings and renewable
energy sources; the improvement of capacities of local authorities in the sphere of sustainable
energy; and the generation of a pool of demonstration actions which can be replicated in the
region.
The overall budget for SUDEP stands at 8.25 million euros with a minimum grant request of
200,000 euros and a maximum of 1 million euros. All grants cover a maximum of 80% of eligible
costs of the action. Each action cannot last longer than 36 months. It should be noted that many
Israeli proposals, from LAs as well, were submitted and it is expected that one or two will be
rewarded a grant.
In May 2013, the European Commission released a new policy entitled “Empowering Local
Authorities in partner countries for enhanced governance and more effective development
outcomes”, which in line with the principle of subsidiarity promotes a more strategic EU
engagement with LAs and their associations in partner countries. The purpose is to unlock the
full potential of LAs as the public institution closest to citizens, focusing on participatory decisionmaking at the local level and territorial dimension of development.

3.1.2 European Investment Bank
The European Investment Bank (EIB) is the European Union's (EU) bank which is owned by and
represents the interests of the European Union Member States. More than 90% of the banks
activities are in Europe. The European Investment Bank’s Facility for Euro-Mediterranean
Investment and Partnership (FEMIP) is the key player in the financial partnership between
Europe and the Mediterranean, providing over 14.2 billion euro of finance between its inception
in October 2002 and December 2012. FEMIP brings together the whole range of services
provided by the EIB in the Mediterranean partner countries including Israel.
As the EU’s financing institution, EIB has provided finance amounting to almost 1 billion euro to
Israel since 1981. Three areas have been targeted: support for the private sector, drinking water
and environmental protection. Discussions and reports have been developed in an initiative to
start financing urban energy efficiency and renewable energy investments in the southern and
eastern Mediterranean region which includes Israel. LAs could benefit greatly from EIB funding in
the energy efficiency projects. In addition four loans under the Risk Sharing Finance Facility
(RSFF) were provided for financing innovation activities in Israel.
EIB's sectorial financing breakdown from 1981-2012:
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Drinking water and the environment - 627 million euro in loans have been allocated to
finance projects in the wastewater and water sector. This includes a 200 million euro loan to
finance small-scale municipal wastewater schemes and the financing of seawater
desalination plants: 2007 and 2009 in Hadera (130 million euro), and in 2011 in Sorek (142
million euro) and in Ashdod (120 million euro). Hadera was the first public-private
partnership (PPP) to be financed by the EIB in the region. It was arranged under the FEMIP
special envelope, which enabled the Bank to support projects with a higher risk profile than
that usually accepted for the EIB’s “standard” projects.
Research and development - Under the Risk Sharing Finance Facility, the EIB has provided
four loans amounting to 100 million euro for R&D investment in the medical equipment,
generic drugs, energy, industrial chemicals, and transport sectors.
Energy -This includes 100 million euro lent for the construction of a combined cycle gas
turbine power plant for the Israel Chemical Ltd's own use. The project will replace the
existing, obsolete heavy fuel oil- fired generator with a modern, high efficient cogeneration
power plant. The plant will be fired by natural gas and located on ICL’s premises in the
southern part of the Dead Sea region. The project will decrease energy costs for the
company whilst having a positive impact on the carbon footprint of the country.

FEMIP involves the Mediterranean partner countries in its lending policy guidelines through
constructive discussions on economic, financial and sectoral matters. FEMIP's main activities in
Israel can be summarised as follows:






Long-term direct loans or guarantees for large- scale projects;
Credit lines to intermediary banks, which lend the funds to finance investment undertaken
by small and medium-sized enterprises or LA's;
In addition to FEMIP resources, Israel is eligible for financing under the Risk Sharing Finance
Facility, which serves to finance research and development projects in Europe and certain
partner countries; and
European Investment Fund (EIF) Risk Sharing Instrument (RSI): financial guarantees to
selected financial intermediaries that provide debt finance to innovative SMEs and midcaps.

Direct loans with an investment cost of over 25 million euro and private equity financing can be
requested directly from the EIB. Applications for the financing of smaller-scale projects can be
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addressed directly to the financial institutions or commercial banks to which the EIB has granted
credit lines. LAs will need outside assistance to handle proposals and financial requests from
these financial opportunities. A list of the partner institutions in Mediterranean countries and
other information on lending can be found on the Bank’s website (www.eib.org/femip).
Additional contact details are found in the Annexes section at the end of the report.

3.1.3 Mediterranean Sea Basin Programme
The multilateral cross-border cooperation Mediterranean Sea Basin Programme (MSBP) is part of
the new European Neighborhood Policy (ENP) and is financed via the financing instrument
European Neighborhood and Partnership Instrument (ENPI) for the period of 2007-2013. The
programme had a budget of 173 million euro coming from the European Regional Development
Fund (ERDF) and the Heading Four of the EU budget. Projects could be funded up to a maximum
of 90%, while partners had to provide a minimum of 10% co-financing.
The program focused its funding efforts on four priority fields:





promotion of socio-economic development and enhancement of territories;
promotion of environmental sustainability at basin level;
promotion of better conditions and modalities for ensuring the mobility of persons, goods
and capital; and
promotion of cultural dialogue and local governance.

The key topics for 2014-2020 chosen were economic development, education & research, social
inclusion and environmental protection. The funding amount and call for proposals for this
period has not yet been determined. The program tries to help fund projects in these areas in
LAs, NGOs, local associations, development agencies, universities and research institutes, as well
as private actors. If the 2014-2020 period will be similar to the previous period then LAs could
potentially use the program to help finance their SEAPs.

3.1.4 Heinrich Boell Stiftung Israel
The Heinrich Boell Stiftung (HBS) is the German green foundation affiliated with the German
Green Party. HBS is a non-profit foundation funded by the German government. Internationally
the foundation has established 28 offices, and funds projects in approximately 60 countries
altogether. In the Middle East the foundation has offices in Israel, located in Tel Aviv; in
Ramallah, covering the Palestinian Authority, Jordan and Egypt; and in Beirut, responsible for
Lebanon and Syria. HBS started funding projects in Israel in 1992 mainly in the areas of
environmental justice and sustainable development, women’s rights and gender democracy,
strengthening civil society and democratic participation, and German-Israeli and EU-Israeli
Relations.
At the local level on the subject of energy savings and sustainable development, HBS usually
works with and helps fund projects through NGOs like Forum 15, Israel Energy Forum, etc. The
main activities at this level are advocacy, education, and policy change. The foundation does not
have the capacity to finance a complete SEAP but could potentially assist in funding smaller parts
of the program.
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The process of applying for funding is very informal. The first stage is simply sending a 1-2 page
concept note to the organisation.

3.1.5 Overview Table
Program/ Funding
Avenue
SUDEP

Types of Projects Funded

EIB

Drinking water and the
environment, R & D, energy

MSBP

Economic development,
education & research, social
inclusion and environmental
protection
Environmental justice and
sustainable development,
advocacy, education, and
policy change

HBS

Energy efficiency, energy
savings and renewable energy
sources

Amount of Grant Provided(%) /Type
of Assistance Provided
Overall budget of 8.25 million € with a
min grant request of 200,000 € and a
max of 1 million €, grants cover a max
of 80% of eligible project costs
Long-term direct loans or guarantees,
credit lines, most projects range from
25-200 million €
Funding amounts for 2014-2020 has
not yet been determined, projects
could be funded up to a max of 90 %
Could potentially assist in funding
smaller parts of a SEAP

Additional contact details are found in the Appendices section at the end of the report.

3.2

Research and Investment Opportunities

Energy efficiency, renewable energy, transportation, and sustainable development can be seen
as a few central areas of innovation and technology that are worthy of investment and funding in
Israel. In connection to this report, these areas have a direct and crucial role in reducing CO2
emissions and creating a better overall environmental quality. Additionally, it is clear that these
topics will play central roles in the development of each LA's SEAP with various solutions in sub
fields including internal and external lighting, solar-thermal, efficient air conditioning, smart grid,
energy management, biofuels, public transportation, sustainable design, and more. If an investor
assists a LA with their SEAP they are in effect helping to support many of these innovative topics
and also aiding the reduction of CO2 emissions.
Today, there exist several bi-national funding and investment bodies, and programs in the
research and development area for the topics mentioned above. An example of such a
foundation is the Israel and US Binational Industrial Research and Development (BIRD) which
helps fund innovations and solutions in renewable and alternative energy, energy efficiency, and
more.
In July 2014, BIRD announced a commitment to invest 9 million dollars (6.75 million euro) in 11
new projects. The BIRD Foundation offers conditional grants for joint development projects on a
risk-sharing basis. BIRD funds up to 50% of each company's R&D expenses associated with the
joint project. There exist two types of projects, full-scale and mini-scale. Full-scale projects are at
least 400,000 dollars (300,000 euro) while mini-scale projects are a maximum of 400,000 dollars
(300,000 euro). Since its inception in 1977, BIRD has approved over 800 projects. Canada has a
similar fund called the Canada-Israel Industrial R&D Foundation (CIIRDF) assisting to finance
similar type technologies and innovations.
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LAs could potentially volunteer to be a test or project site for these types of projects and profit
from the results and research. The project would be part of the LAs SEAP or similar energy
efficiency and CO2 emissions reduction plans. The LAs could not only benefit from having a
portion of their SEAP funded but also help to advance new progressive and innovative solutions
in the energy field. At the same time, it would be challenging for LAs to be complete business
partners with an American private company.
Additional application information and contact detail for BIRD can be found in the link below:
http://www.birdf.com/?CategoryID=425

3.3

Existing National Financial Aid
3.3.1

Relevant Programs and Projects in Israel

Recently, national financial aid has started to leave the discussion table and has begun to project
funding and implementation. Resources are still very limited in this area but the initial
commencement has started. National aid for energy saving and sustainable development
programs and projects can be broken down into a few different streams including government,
banks, private equipment suppliers and Energy Service Companies (ESCO).

3.3.2 The Ministry of National Infrastructures, Energy, and Water Resources
Ministry of National Infrastructures, Energy, and Water Resources (MIEW) has developed a
National Energy Efficiency Plan within the National Plan for GHG Reduction. The program started
with a 200-250 million shekel budget, approximately 42-52.5 million Euros rising to 340 million
NIS (approximately 80 million Euro) in 2011-2012.
In order to attain the necessary financial sources for the overall implementation of the efficiency
program, the plan requires setting up an energy efficiency fund. The program approaches and
examines each sector (household, industrial, commercial and public, LA, new building and
agricultural) to determine where energy savings opportunities exist. The plan can be seen as the
guide for all smaller MIEW budgeted programs which are directly connected to the national
program.
Suggested efficiency programs connected to LAs include:







Upgrading street lights, open space lighting, traffic lights and lighting in LA controlled
structures;
Installing AC and lighting management control systems and occupancy sensors in LA
buildings;
Upgrading air conditioning systems in LA institutions such as schools and kinder gardens;
Roof retro-fit of educational institutions and public buildings to help improve the structural
envelope;
Institution of 'Stand-by loss’ regulations for appliances’ electricity consumption on ‘stand
by’ mode;
Implementation of energy supervisors and enforcers.

Already for a few years MIEW has been subsidizing programs to upgrade old air conditioning
units, refrigerators, hot water heaters, and efficient lighting in the household sector. In 2013, the
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project upgraded approximately 13,000 old refrigerators and 35,000 households benefitted from
new air conditioning units since the start of the project. The estimated energy savings from new
air conditioning units alone stands at 48 million kWh a year. MIEW budgeted about 2.73 million
Euro to replace roughly 14,500 electric hot water heaters with solar hot water heaters. The
program is geared towards the lower socioeconomic sector.
Additionally, MIEW persistently tries to publicize tenders for grant proposals and project
financing assistance for LAs. MIEW has recently publicized a new tender for grant proposals for
projects targeting energy efficiency technology and energy consumers. The programs' overall
goal is to assist Israel in achieving its goal of 20% electricity consumption reduction by 2020 in
accordance with the National Energy Efficiency Program of 2011.
MIEW grant proposal tender, proposed projects which are required to be higher than 200,000
NIS (42,000 euro) with a return on investment of more than six months. Some examples of
eligible technologies include:











Replacing central air conditioning unit with a 50 tons cooling capacity;
Upgrade of chiller unit (compressor renewal or replacement, replacement of condensers or
evaporators) with at least an output of 50 tons of cooling;
Replacing a 50 kW or more air compressor with an air compressor with speed regulation
system;
Upgrading UPS systems larger than 100 kW;
Taking advantage of residual heat for air conditioning or hot water heating;
Thermal energy or compressed air storage systems to reduce peak load consumption;
Ground source heat exchanger for heating or cooling;
Heat and power cogeneration system;
Upgrading lighting systems;
Replacing conventional air conditioning system with solar thermal systems.

This grant program is still very new and not yet analyzed/monitored, but the potential to help
LAs fund and implement projects in these fields is extremely high.
Awareness of the tender, understanding and ability to complete and write the required proposal,
and dealing with the general complex Israeli bureaucracy proposes a challenge for most LAs
which are under staffed and lack the knowledge on energy efficiency. A possible solution to the
problem would be for the LA to oblige the private company or equipment supplier to write the
proposal for them. The tender is new (August 2014) and there is no public knowledge as to the
size of the total budget allocated or how much of it will be for LA's.

3.3.3 Energy Service Companies
An ESCO is an entrepreneurial company that works on financing and implementing energy
efficiency projects. The ESCO business model is in use and development in more than 50
countries. With the correct ingredients the ESCO financial strategy can be looked upon as a
potential important financial tool to help LAs finance and achieve successful energy savings.
The overall process of the program is pretty simple. In the initial stage, an energy audit is
performed to assess potential energy savings opportunities at the site of the ESCO client. This
stage is followed by the installation and upgrade of new technologies and solutions based on the
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potential for energy savings from the performed energy audit. The ESCO finances all initial
investments in new equipment. Once energy savings are accomplished, the ESCO and the client
divide the savings between them accordingly. The project success relies directly on the amount
of energy saved during the time of the energy performance contract (EPC). Two main EPC
models exist - shared-saving and guaranteed-saving models. In the shared-saving model, the
ESCO and the client share the cost saving at a pre-determined percentage for a fixed number of
years. In the guaranteed-saving model, the ESCO guarantees a certain level of energy saving for
the customer. The ESCO also provides full maintenance for all systems installed during the
project as well as monitoring and verification of the projects energy savings.
One of the main barriers for this approach in the public sector in Israel is the governmental
regulation of contractual agreements. According to the law, external contracts (or tender) only
allowed a contract duration no longer than five years while the ESCO approach usually needs
about 10 years in order to be financially productive. This greatly limits energy efficiency projects.
If the payback period is more than five years, it’s not financial beneficial for the ESCO model.
Additionally, the few projects that were performed in this sector met little success due to
problems with supervising, monitoring, and lack of professional experience. As a result, the ESCO
has not been recognised as being a reliable business strategy by companies and banks in Israel.
The ESCO approach could be a good solution to the high initial investment problem for
implementing energy efficiency plans. The LA would be able to benefit from the energy savings
and reduction in CO2 emissions without having to make an initial monetary investment in the
project. But as we have seen there are many road blocks in the public sector that need to be
overcome to help the ESCO model become a successful and a reliable financial option. Presently,
for smaller energy efficiency projects with a payback period of less than 5 years the ESCO model
still could be an attractive financing option for the public sector.

3.3.4 Bank Dexia Israel
In 2001 the Dexia Group bought the Israeli Municipality Treasure Bank and established Dexia
Israel. The Dexia Group is a European bank which specialises in public sector banking and holds
65.3 % of Dexia Israel's shares. Dexia Israel has been giving long-term loans to municipalities and
regional councils in Israel since its establishment. Among other topics, Bank Dexia Israel (BDI)
helps finance projects in the renewable energy, environmental management, and energy
efficiency at the LA level. BDI is the financial arm that helps LAs to achieve their objectives, and is
the bank with the highest market share in the LA sector in Israel. As of December 2013, Dexia
Israel's total balance sheet stood at 8,910.4 million NIS (1.96 billion euro) with total assets of 223
billion euro.
Since 2005 the bank has given long-term loans and other financial services to more than ten
different Israeli municipalities including Ariel, Elkana, Alfei Menashe, Har Hebron (South Hebron
Hills), Kdumim and Giv'at Zeev. In 2009, Dexia Israel issued a 6.8 million NIS (1.496 million euro)
loan for waste management systems in Bat Ayin. The loan was given from state funds through
the administration for sewage infrastructures.
Dexia Israel initiated an innovative model that combines a public funding model and a project
funding model. The funding platform dedicated to the project in which the borrower is the
private company performing the energy efficiency project. On the other hand, the LA obligates
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itself to the project in the form of guarantee commitments to integration and implementation of
the project. In this case the project is examined by the bank as a single closed project.
Financial Results – (December 2013)




Net profit for 2013 amounted to NIS 61.8 million.
The ratio of capital to risk assets: According to Basel III principles: 29.35%.
The return on capital reached 8.5%

3.3.5 Private Equipment Dealers Payment Plans
An additional model that is becoming more popular in Israel is an installment payment plan
structured by the equipment suppliers and dealers. The basic idea is that the client or LA
implementing an energy efficiency equipment upgrade pays a certain decided percent of the
initial investment and then pays the remainder in monthly installments based directly on
monthly energy savings. This approach is emerging in LED lighting projects where monthly
savings can be calculated fairly accurately.

3.3.6 Mechanisms under the Kyoto Protocol
Countries with commitments under the Kyoto Protocol (Israeli acceptance was in March 2004) to
limit or reduce greenhouse gas emissions must meet their targets primarily through national
measures. As an additional means of meeting these targets, the Kyoto Protocol introduced three
market-based mechanisms, thereby creating what is now known as the “carbon market.” These
mechanisms stimulate sustainable development through technology transfer and investment,
help countries with Kyoto commitments to meet their targets by reducing emissions or removing
carbon from the atmosphere in other countries in a cost-effective ways, and encourage the
private sector and developing countries to contribute to emission reduction efforts.
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In 2004, a Designated National Authority (DNA) for the Clean Development Mechanism (CDM)
was established by the Israeli government. The DNA must formally approve any Israeli CDM
project proposal before the Climate Convention Secretariat can agree to the project. The CDM
approval process is perform through two tracks:

Voluntary Track
Project Identification Note is submitted to the DNA



DNA evaluates whether the project meets "sustainable development" criteria, as well as
other CDM project criteria; and
If project meets necessary criteria, DNA sends either Letter of Endorsement or Letter of No
Objection to project initiator.

Regular Track





Project design document is submitted to the DNA;
If project meets necessary CDM criteria, DNA issues letter of approval;
Project design document and letter of approval are sent to UNFCCC Secretariat; and
UNFCCC Secretariat evaluates project to determine whether it meets "sustainable
development" criteria, and sends out approval if accepted. Estimated evaluation time
period: 10 weeks.

The first commitment period of the Kyoto Protocol ran from 2008 through 2012. During this
period, more than two dozen CDM projects were approved in Israel, though as of mid-2013, not
all have begun operating. Among the projects are those dealing with renewable energy, wasteto-energy, energy efficiency, biomass-based steam generation, CO2 reductions through new
technology, and combined heat and power.
The second commitment period began in January 2013 and runs through 2020. While Israel is
still considered a non-Annex I country, the EU has said that during this period, it will focus on
buying certified emission reduction credits from less developed countries. Thus, there is
currently no real market for CDM projects in Israel today.

The Kyoto Mechanisms:
International Emissions Trading - Emissions trading, as set out in Article 17 of the Kyoto Protocol,
allows countries that have emission units to spare - emissions permitted them but not "used" to sell this excess capacity to countries that exceed their targets. A new commodity was created
in the form of emission reductions or removals. Carbon is now tracked and traded like any other
commodity. This is known as the "carbon market."
Clean Development Mechanism (CDM) – CDM is defined in Article 12 of the Protocol, allows a
country with an emission-reduction or emission-limitation commitment under the Kyoto
Protocol (Annex B Party) to implement an emission-reduction project in developing countries.
The mechanism stimulates sustainable development and emission reductions, while giving
industrialised countries some flexibility in how they meet their emission reduction or limitation
targets. In theory, this could allow a committed developed country of the Kyoto Protocol to fund
an energy savings and CO2 reduction project in Israel. A simple example could be the
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implementation of a solar energy project on a LA site. This type of project would help the foreign
country reduce its emissions while at the same time assist in implementing a portion of a LA's
SEAP.
Joint Implementation (JI) – JI is defined in Article 6 of the Kyoto Protocol, allowing a country with
an emission reduction or limitation commitment under the Kyoto Protocol (Annex B Party) to
earn Emission Reduction Units (ERUs) from an emission-reduction or emission removal project in
another Annex B Party. JI helps both parties fulfill their commitment to the Kyoto Protocol while
receiving foreign investment and technology transfer. LAs could again partner with more
developed countries to implement sustainable development and energy savings projects on LA
sites as part of the LA's SEAP.

3.3.7 Overview Table
Program/ Funding
Avenue
MIEW

Types of Projects Funded

ESCO's

Lighting and AC retrofits, solar
hot water systems, energy
management systems
Renewable energy,
environmental management, and
energy efficiency
Renewable energy, waste-toenergy, energy efficiency,
biomass-based steam generation,
CO2 reductions through new
technology, and combined heat
and power

Bank Dexia Israel

Mechanisms under the
Kyoto Protocol

Upgrading AC and lighting
technologies

Amount of Grant Provided(%)
/Type of Assistance Provided
Projects higher than 200,000
NIS (42,000 euro) with a ROI of
more than six months, Max.
grant of 30% of total project
cost
Full project financing by ESCO

Long-term loans and other
financial services
No real CDM market today in
Israel

3.4 Risks and Assumptions
Investing in energy saving and sustainable development initiatives and projects are
considered risky in Israel even though being more accepted in many western countries in
world. The number one financial risk often mentioned by investors is the insecurity on
project’s return on investment. This can be translated as not completely believing in
technologies, innovations, or energy saving measures in a certain plan.

still
the
the
the

Similarly, measuring and monitoring energy savings can be a challenging task to perform. Most
investors want to know the exact financial strategy and cash flow, but with limited measuring
and monitoring tools this is hard to achieve. Proper energy savings assessments are vital to the
project's success. Underestimating, overestimating, or streamlining energy savings can have a
huge impact on the bottom line and could have great ramifications for investors.
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Implementing projects at the LA level could also be problematic and pose a risk for funding and
investment. LAs suffer from limited budgets, not enough experienced experts, lack of manpower,
difficultly in the implementation of long term programs, and a general lack of knowledge and
training in the energy efficiently field. LAs are willing to get involved in energy efficiency, energy
savings, sustainable development and the reduction CO2 emissions but it is a challenge without
the proper plan, knowledge, or experience.
As mentioned above, most energy saving and sustainable development project require a high
initial investment mainly due to equipment upgrades and new purchases. With increased
investment, the financial risk factor is usually increased for investors, stakeholders, and involved
parties. Breaking up energy efficiency plans into smaller projects over time to help bring down
and break up the initial investment is challenging and often leads to unsuccessful projects.
Getting around the required high initial investment issue is difficult and thus causes a higher
financial risk to the investor. Generally speaking, investors will be reluctant to make such an
investment in projects of this nature. Implementing energy efficiency projects demands a great
deal of confidence in the future returns of funds, financial strength, and a new long-term view of
management.
In connection to the issues and risks stated above, many investors if interested in investing will
require a short-term return on investment to lessen their financial risk in the project.
Stakeholders see long-term projects and contracts as an increased risk and not as increased
savings. This limited short-term return on investment is usually around three years. There are
only some energy saving projects that can up hold this requirement while the majority of energy
saving projects cannot. When planning and implementing a SEAP or similar energy efficiency
plan small-scale and large-scale projects with varying returns on investment are including within.
Only investing in small-scale projects with short returns on investment will not lead to a
successful overall energy efficiency or SEAP plan. The plan needs to be seen as one whole unit
and process.

3.5 Partnership and Networking Opportunities
Partnership and networking opportunities could potentially materialise to be a beneficial tool to
help LAs prepare and implement SEAPs, sustainable development programs and reduce CO2
emissions. Since the creation of the modern State of Israel, these avenues have played major
roles in development, advancement and progression in all sectors. In the planning and
implementation of SEAPs and similar energy efficiency plans their role will continue to be vital
and recognised.
Most LAs already have sister city partnerships with cities throughout the world and especially in
Europe and the United States. Additionally, many of these foreign cities are more progressive in
the energy efficiency field. Having planned and implemented well rounded SEAP style projects
and plans. With this vast experience and professional knowledge Israel could profit greatly. The
partnership and bond between Europe and Israeli cities can be strong with an open sharing of
business opportunities, innovation, and technology. Israeli partner cites could benefit directly
from sharing case studies, best practices, funding models, networking, guidance and professional
experience from their sister cities. Eventually some sort of joint project between the cities could
be development and implemented. Not only could LAs in Israel serve as duplication sites of
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successful projects European cities but they could also serve as a demonstration site for new
technologies, innovation, and new planning ideas.
LAs that have already joined CoM and three partaking LAs (Shefa-Amer, Ramla, and Rosh
Ha'Ayin) in CES-MED could have additional benefits from the initiative. Not only does CoM
expose the sharing of educational resources, knowledge, guidance, and more; it also opens up
hundreds of European cities as potential networking and partnership opportunities. The most
natural partnerships at the start would be European cities that are already in the stages of
implementing their SEAPs. Again, Israel could benefit directly from sharing case studies, best
practices, funding models, networking, guidance and professional experience with these cities.
The one set back with these partnerships and networking opportunities is that there is no direct
budget to help them get established and developed.

3.6 Key Financial Concerns for LAs
Despite all the options presented in the report for funding and financing opportunities, there are
still numerous and significant difficulties / barriers for LAs to overcome in order to progress,
develop and implement SEAP's and similar energy efficiency plans. Some of the main financial
concerns for LA's are as follows:














Limited budget to properly deal with rising energy prices dueled with increase energy
demand;
Minimal funding and financial opportunities to assist in energy savings and sustainable
development programs and projects;
Implementing projects to reduce CO2 emissions will require additional manpower which LAs
don’t have enough budget to implement;
High initial investment costs for energy efficient technologies and solutions;
Little national incentives for energy saving technologies or reducing CO2 emissions;
Not enough sufficient grant programs for energy efficiency projects from the governmental
sector;
Lack of appropriate management tools to help distribute money achieved by energy savings
projects for additional projects;
Not enough in-house knowledge and understanding on how to apply for financial aid
proposals while hiring an external expert is not a simple or cheap procedure;
Intimidation of complex bureaucracy system with many differing requirements and
guarantees;
Difficult legal barriers in implementing ESCO projects;
Difficulty in getting loans because LAs do not have anything to mortgage or guarantee
against;
Lack of experience in financing SEAPs and similar type energy efficiency plans; and
When tenders are publicised or announced (national or international) the LA is left with very
time, minimal manpower and professional knowledge to complete successful proposals.
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4. FINANCING RECOMMENDATIONS
4.1

Successful Funding Projects and Programs

Energy savings and sustainable development programs and projects at the LA level not only bring
great potential savings but also a notable reduction in CO2 emissions. Energy and resource
savings must be documented and constantly checked, compared and balanced just like any other
resource or data at the LA. Without proper monitoring and management of energy efficiency
projects they will not be successful and will not be able to be duplicated. Many successful
international projects and SEAP type plans including case studies and best practices can be
researched and examined for implementation and molding to the situation in Israel. Israel can
look to other countries with many years of experience in financing SEAPs and other energy
efficiency type plans. Israel can gain professional examples and ideas as to how best plan,
finance and implement these important plans. A few successful examples and funding strategies
that have a high potential of success in Israel include:












Public funding of energy efficiency and sustainable development projects by creating a
national fund which distributes funding to each sector according to its potential in energy
efficiency and CO2 emission reduction;
Incentive rewards, cost reimbursement, and tax benefits on energy efficiency projects to
drive more energy saving and sustainable development projects as well as the reduction of
CO2 emissions;
Reuse of resources and revenue from energy savings projects to help train new
professionals in the energy efficiency field, and to help finance additional projects;
Electricity suppliers being obligated to work with consumers to implement energy efficiency
measures and providing a refund on consumer payments for participation;
Implementation of ESCO, equipment performance contract, installment energy saving
payments, and similar type financial model projects;
Setting energy use limits having to pay higher prices if the set limit is passed. This revenue
can go straight to help fund energy saving and sustainable development projects;
Increased governmental funding and grant programs;
Environmental impact paybacks and grant rewards for projects that are successful in
reducing CO2 emissions; and
Growing the local economy by encouraging installation of products and technologies made
in Israel.

In Israel today, successful energy efficiency projects and programs completely funded from the
start to the finish by outside measures (not direct payment from the business) are slightly hard
to come by, especially at the LA level. One topic that LAs are starting to develop is LED lighting
upgrades and retrofits of street lighting, outdoor space lighting, walking path lighting and other
outdoor applications which have had some success. The market is flooded with companies
importing LED lighting equipment from abroad and implementing projects through financial
models such as ESCO, different equipment performance contracts, installment paying from
monthly energy savings, and more. With the appropriate financial model LAs have the ability to
implement these retrofit projects. This can also be a natural starting point for SEAPs and similar
type plans because lighting is the second largest energy consumer for LAs, behind air
conditioning. In most cases, LED public outdoor lighting projects have a fairly quick return on
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investment of a few years which adds to their appeal and interest. The number of such
successful LED upgrade projects has increased greatly over the past couple of years and is
estimated to continue into the coming years.
Energy efficiency projects in the higher education sector have increased and have achieved some
success around the country. Energy saving pilot projects in 11 higher education institutions have
led to an annual savings of 1.7 million NIS (357,000 euro) and about 3 million kWh annually.
MIEW directly supported these projects with grants carried out in cooperation with the Council
for Higher Education's Planning and Budgeting Committee. The projects include replacing air
conditioners, upgrading lighting systems, integrating management systems and installing cold
accumulation systems.
Solar water heaters laws and enactments, installation and implementation have been successful
throughout the years. On the policy side, Israel in 1976 was already able to see the great
potential in energy savings and CO2 emission reduction and passed a law obligating solar water
heaters. The law has gone through a few minor changes and today it is law for buildings up to
five stories to install solar hot water heaters. The return of investment for installing just systems
can be estimated around 3-5 years. Residents are acting according to the law and installing solar
hot water systems, but there is still a great need to educate the public to understand the
significance of energy efficiency and reducing CO2 emissions. At the LA level it is not such a
pressing topic because LAs consume only a small amount of hot water; however this is a very
important lesson to be learned as to the effect of passing such an important law at the national
level.

4.2

SEAP Preparation and Action Implementation

As part of the CoM initiative three LA mayors from Ramla, Rosh Ha'Ayin, and Shefa-Amer are
ready to start on the path of performing a BEI and planning/developing an in-depth SEAP. Their
SEAPs are key steps directly related to help reach the goal of 20% CO2 emissions reduction by
2020. Each SEAP will be in a format specifically coherent with the needs, culture, objectives, and
aims of each LA and in line with the general principles laid out in the SEAP guidelines. The LAs
will define the activities and measures they hope to set up to achieve their targets and goals
together with time frames and assigned responsibilities in the SEAP.
As seen in this report, LAs require additional funding and financial assistance to implement
energy efficiency and sustainable development projects. The situation is no different for the
initial designing, development, and writing of the SEAP. It is safe to assume that CoM supports
and coordinators are not able to invest a lot of time, effort, and professional tools to assist in
performing a BEI and developing an in-depth SEAP without payment. At the same time, the LA
itself doesn't possess the proper manpower, professional training, and experience to design and
develop a SEAP on its own. It is seemingly quite clear that the LAs are going to need not only
financial support through the whole SEAP process from writing to implementation, but also
outside help in designing and writing a suitable and successful SEAP.
Following on the back of this dilemma CES-MES created a tender for private companies to assist
the LA's in their SEAP preparation. Time will tell if the tender will enable the LAs to complete
their task and obligation of developing a successful SEAP or if they will need to find additional
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funding for additional assistance along the process and path to 20% reduction of CO2 emissions
by 2020.
An additional challenge exists in collecting energy data. To date, data was not collected on all LAs
and if it was collected it was only on sites such as schools, public buildings, and outdoor lighting.
Collecting this data alone was not an easy task. Collecting data from residential sector has not
been done again, the Israel Electric Company (IEC) does not release their data on public and
private consumers such as hospitals, health clinics, factories, small and medium businesses or
office buildings not owned by the municipality. This proves to be a difficulty in planning and
developing a SEAP for a LA where all the energy data is unknown.
LAs need to start with small energy efficiency projects and public awareness actions that require
a minimal investment and budget. Education and awareness is extremely important in
understanding the communal benefits of energy efficiency measures for the sake of the public
and for the sake of future generations and the community appearance. Small behavioral energy
efficiency projects like turning off lights, air conditioning units, and computers at the end of the
day and work week, lowering air conditioning temperature settings in the winter and raising
them in the summer, bringing in natural daylight to buildings, and many others could potentially
be starters for SEAP projects. These are actions that LAs alone or with minimal financial
assistance could implement and accomplish.
All revenues saved from these measures and actions could be used directly to finance the next
phase of the SEAP which would be technology upgrade and retrofitting. This phase would
obviously require outside funding assistance. It seems that the LA will need to combine different
funding avenues in order to successfully finance a BEI and SEAP. And will need substantial
outside (national and international) professional assistance.
In general, many more steps need to be taken in order to address funding and financing energy
saving and sustainable development projects. In comparison to the EU and the United States
Israel is behind in advancing streams of funding and financing for energy efficiency projects and
plans. The experience and knowledge gained in those countries can be used to help develop
funding models and strategies with an obvious change to the policies and culture in Israel.
Without bold and far reaching moves from all sectors to help fund SEAP's and similar energy
efficiency plans and projects it will be extremely difficult for Israel to achieve its goal of 20% CO2
emissions reduction by 2020.
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Annex I – Additional Contact Details
European Investment Bank:
Operational contact for Israel
Javier Gutiérrez Degenève,
Head of Near East Division
(+352) 43 79 - 84820 5
(+352) 43 79 - 66899
j.gutierrez@eib.org
Heinrich Boell Foundation:
Contact in Israel
Deputy Director and Program Coordinator
Heinrich Boell Foundation
1 Har Sinai St.
Tel Aviv 65816, Israel
(T) +972-3-516-7734/5
(F) +972-3-516-7689
elisheva.gilad@il.boell.org
www.il.boell.org

Page | 33

This Project is financed by the European Union and is implemented by a Human Dynamics Consortium

Annex II - Projects’ Twinning
Twinning is a European Commission initiative that was originally designed to help candidate
countries acquire the necessary skills and experience to adopt, implement and enforce EU
legislation. Since 2004, twinning is also available to some of the eastern and southern
Neighbourhood partner countries, including Israel.
Twinning projects bring together public sector expertise from EU Member States and beneficiary
countries with the aim of enhancing cooperative activities. They must yield concrete operational
results for the beneficiary country under the terms of the Association Agreement between that
country and the EU.
To set up projects, the Commission relies on the co-operation and administrative experience of
Member States. They are expected to mobilise experts from government and other public sector
organisations. Twinning projects are built around the secondment of at least one full-time
Member State expert – the Resident Twinning Adviser (RTA) who goes to work in a beneficiary
country administration. Projects mobilise a number of actions run by the MS public body (ies)
partner(s) to the project, including workshops, training sessions, expert missions, study visits and
counselling.
This institution-building instrument helps partner countries acquire the necessary skills and
experience to adopt, implement and enforce EU legislation. Twinning seeks to help transfer,
adopt and/or adapt to EU legislation, standards and practices and to modernise partner
countries’ administrations through reorganisation, drafting of laws and regulations, and through
capacity-building. It is based upon close cooperation between a public administration institution
in a Neighbourhood country and the equivalent institution in an EU Member State (MS) in a
specific field related to the acquis communautaire or any other relevant field of cooperation.
In Israel, four Twinning projects continued during 2013, in the rural development, environmental
protection, veterinary services and statistics sectors. A Twinning project in the field of energy
was relaunched at the beginning of 2014. Two additional calls for proposals– in veterinary
services and environmental protection – were recently launched.
Although projects’ twinning does not seem like the most suitable funding solution for the LAs’
planned SEAP projects, it can significantly contribute to the capacity building of the energy
agencies, ministries or other related stakeholders to undertake the role of the Covenant
Coordinator at the national level, in order to support the LAs with the SEAP and BEI
development.

Page | 34

This Project is financed by the European Union and is implemented by a Human Dynamics Consortium

The European Union is made up of 28 Member States who have decided to gradually link together their know-how,
resources and destinies.
Together, during a period of enlargement of 50 years, they have built a zone of stability, democracy and sustainable
development whilst maintaining cultural diversity, tolerance and individual freedoms.
The European Union is committed to sharing its achievements and its values with countries and peoples beyond its
borders.
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