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Electrification Action Plan
FEANTSA Statement

The Electrification Action Plan (EAP) misses a crucial opportunity to outline how the electrification
target can be reached while protecting vulnerable households from rising energy costs and discon-
nection. It also misses the opportunity to propose meaningful funding instruments that will enable
vulnerable households to decarbonise. While we welcome the recognition of the importance of
energy savings and the renovation of worst-performing buildings in reaching electrification targets,
we miss indicators on energy savings that would complement the planned, legally binding electri-
fication target.

Our FEANTSA statement outlines the key gaps in the EAP and makes recommendations to better
integrate the social targets and safeguards from the legal frameworks governing Europe’s energy
transition into the electrification action plan.

ELECTRIFICATION TARGET

The EAP proposes a new Key Performance Indicator (KPI) on the share of electricity in final en-
ergy consumption. While the EAP recognises the importance of energy efficiency, it fails to set a
concrete target. Electrification indicators that are disconnected from reductions in thermal energy
demand risk incentivising infrastructure-intensive and socially regressive decarbonisation path-
ways. Vulnerable households living in the worst-performing buildings do not usually realise energy
savings on bills as heat pumps are more expensive than gas boilers for buildings in classes F, G, H.

Renovations are also a prerequisite for reaching net zero. Fully replacing fossil fuels with renewa-
bles requires halving EU energy demand by 2040. Targeted renovations that prioritise worst-per-
forming buildings can drastically reduce energy demand. In Germany alone, renovating only the
worst-performing buildings could save the equivalent of the electricity generated by 6,000 wind
turbines. Without sufficient reductions in energy demand, electrification of demand risks increas-
ing grid congestion and dependency on fossil fuels for electricity generation, particularly during
peak demand hours.

RECOMMENDATION ON ACTION 1

“An indicative electrification target of 46% by 2040 (electricity share in final energy consumption)
will be subject to an impact assessment by the Commission as part of the Energy Union Package for
the decade ahead (Q4 2026)”

The EAP should operationalise the Energy Efficiency First principle by complementing electrifica-
tion KPIs with indicators on energy savings among vulnerable households, in line with Article 8(3)
of the Energy Efficiency Directive (EED). The Energy Performance of Buildings Directive (EPBD)
complements this with a target that at least 55% of the average primary energy use reduction
should come from renovating the 43% worst-performing residential buildings.



https://www.duh.de/fileadmin/user_upload/download/Projektinformation/Energieeffizienz/Gebaeude/20250327_Kurzstudie_Mit_guten_Gebäuden_zum_Ziel.pdf
https://www.duh.de/fileadmin/user_upload/download/Projektinformation/Energieeffizienz/Gebaeude/20250327_Kurzstudie_Mit_guten_Gebäuden_zum_Ziel.pdf
https://www.duh.de/fileadmin/user_upload/download/Projektinformation/Energieeffizienz/Gebaeude/20250327_Kurzstudie_Mit_guten_Gebäuden_zum_Ziel.pdf
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1. REDUCING THE GAP BETWEEN ELECTRICITY AND FOSSIL FUEL COSTS
1.1 Network charges, Flexibility, and Storage

The EAP promotes Demand Side Flexibility (DSF) to lower electricity prices for “[h]Jouseholds, in-
dustrial consumers, hydrogen producers, data centres and drivers of BEVs [...] with the right remu-
neration and framework conditions, such as dynamic price contracts and dynamic network charges
as well as remuneration for the provision of ancillary services.” While we support measures to re-
duce household energy costs, we are concerned about DSF’s ability to deliver benefits for vulner-
able households and the lack of differentiation between these vastly different groups of electricity
consumers as well as the lack of concrete proposals for frameworks that specifically support vul-
nerable households to benefit from flexibility.

A review of 66 scientific studies found that dynamic pricing often increases the risk of energy pov-
erty. Although some studies identified limited benefits where dynamic tariffs were combined with
no-harm guarantees, most found only modest savings for vulnerable households. Low-income
households frequently showed little or no response to price signals because their energy use is
constrained by caregiving responsibilities, shift work, chronic illness or poor housing conditions.
Some households instead adopted unsafe coping strategies, including severe under-heating or
switching to candles and solid fuels.

DSF is therefore not a socially neutral optimisation tool. Its benefits depend on households’ finan-
cial resources, housing conditions and access to enabling technologies.

RECOMMENDATION ON ACTION 2:

“The Commission will assess EU’s long-duration flexibility needs for 2030, 2040 and 2050, draw-
ing on flexibility needs assessments and ... help identifying ... barriers to deployment and investment
needs”

The EAP should assess the contribution of Demand Side Flexibility to affordability beyond aggre-
gate efficiency gains, taking account of unequal socio-economic circumstances. Where vulnera-
ble households lack the technological or financial capacity to benefit, they should be protected
through robust social tariffs and targeted support for electrification and enabling technologies. The
Commission should assess the barriers to participating in flexibility and investment needs of vul-
nerable households.

“The Commission will adopt a common Union rating scheme for data centers to increase transpar-
ency in the energy use of data centers’.

Friends of the Earth Ireland recently commissioned research showing that data centres have al-
ready added an estimated €715 million to household electricity bills by increasing pressure on Ire-
land’s energy system. Despite consuming 23% of Ireland’s electricity, the sector directly employs
just 3,300 people — less than 1% of the national workforce

1.2 Taxes

The EAP proposes improving the retail price ratio between electricity and fossil fuels through en-
ergy taxation reform, network tariff adjustments and the removal of non-energy charges from
electricity bills. While these reforms can support electrification, they also risk disproportionately af-
fecting low-income households unless accompanied by strong social safeguards. The benefits are
likely to accrue primarily to households that have already electrified, while households that remain
dependent on gas because they cannot afford upfront investments will face higher running costs,
further reducing their ability to invest in decarbonisation.



https://www.sciencedirect.com/science/article/pii/S2214629626001003#s0025
https://www.sciencedirect.com/science/article/pii/S2214629626001003#s0025
https://www.friendsoftheearth.ie/news/friends-of-the-earth-ireland-calls-on-government-to-rule-out-subsidies-for-the-data-centre-industry/
https://www.friendsoftheearth.ie/news/friends-of-the-earth-ireland-calls-on-government-to-rule-out-subsidies-for-the-data-centre-industry/
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EU legislation already recognises these risks. The EPBD requires Member States to prioritise vul-
nerable households in financial incentives, while the Renewable Energy Directive requires fossil
fuel phase-out measures to remain accessible to low-income and vulnerable households. Under
the Governance Regulation and Implementing Regulation 2022/2299, Member States must also
report on measures ensuring that fossil fuel subsidy reforms do not undermine efforts to reduce
energy poverty.

RECOMMENDATION ON ACTION 3

“The Commission will propose measures on progressively phasing out fossil fuel subsidies as part
of the post 2030 Energy Union package (@4 2026). KPI on national electricity/gas price ratios to
maximum 2.5 for households ... by 2030”.

The announced proposal should clearly state that fossil fuel subsidy reform and electricity-to-gas
price adjustments must be accompanied by targeted financial support, technical assistance and
consumer protection measures to ensure a fair transition. Lowering electricity prices could benefit
low-income households. Overall, however, it will result in greater savings in higher-income groups
(whose consumption is higher), thereby increasing inequalities. Moreover, energy-poor house-
holds experience significantly greater welfare losses from the proposed changes in energy prices
than non-energy-poor households.

The KPI on electricity-to-gas price ratios should go along with social impact assessment and social
safeguards.

1.3. Making electricity cheaper and increasing the share of clean affordable, homegrown energy

The EAP rightly points out that “the lowest electricity prices in the EU are observed in markets
with very high shares of clean electricity”. However, it does not elaborate on the unequal distribu-
tion of renewable energy. Renewable energy deployment continues to disproportionately benefit
higher-income households and regions. For example, rooftop solar installations are concentrated
among wealthier households.

RECOMMENDATION ON ACTION 4

“The Commission will reinforce support to Member States in implementing Directive (EU) 2023/2413
on the promotion of energy from renewable sources (REDIII) with the aim to have full and adequate
transposition by Summer 2027’

Policies to expand renewable energy must ensure equitable access. This includes:
« Reinforcing solar and other benefit sharing requirements, targeted to vulnerable groups.

e Supporting community-based and small-scale renewable projects (e.g. Lightbringers Foun-
dation).

RECOMMENDATION ON ACTION 5

“The Commission will create a Geothermal Stakeholder Partnership by Q1 2027 to help lifting reg-
ulatory, technical and investment barriers and accelerating the deployment of geothermal energy’

The potential of geothermal heating should be realised to provide clean, affordable heating for vul-
nerable households, particularly in homes where electrification is difficult. The Geothermal Stake-
holder Partnership should work towards ensuring that the Geothermal Strategy for district heating
and cooling systems using renewable sources includes at least proportional targeting of vulnera-
ble households; e.g. by replacing polluting firewood burning. The expansion of existing networks
should be assessed in areas where solid fuel use is widespread and individual electrification is not


https://www.feantsa.org/resources/recommendation-on-electricity-taxes-and-levies
https://www.feantsa.org/resources/recommendation-on-electricity-taxes-and-levies
https://www.feantsa.org/resources/recommendation-on-electricity-taxes-and-levies
https://linkinghub.elsevier.com/retrieve/pii/S0301421521001518
https://www.sciencedirect.com/science/article/abs/pii/S2214629624000641
https://www.sciencedirect.com/science/article/abs/pii/S2214629624000641
https://portfolio.goldhand.space/fenyhozok
https://portfolio.goldhand.space/fenyhozok
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affordable. For example, many municipalities in Hungary currently use geothermal energy only for
municipal buildings and agricultural facilities, while households are not connected to the network.

Feasibility studies should evaluate whether existing network capacity can be expanded. Such as-
sessments should account not only for infrastructure costs but also for the substantial benefits,
including reduced healthcare expenditures, improved productivity through fewer sick days, better
educational outcomes due to improved child health and school attendance, and other cascading
benefits associated with cleaner indoor and outdoor air.

2. LOWERING UPFRONT COSTS FOR ELECTRIFICATION OF END-USE SECTORS
RECOMMENDATION ON ACTION 6

“Member States are encouraged to make use of the options already laid down in the VAT Directive to
support electrification by applying lower VAT rates to electrification technologies, e.g., heat pumps,
solar panels and residential batteries, and to offer reduced registration taxes for electric vehicles,
shorter depreciation times or tax incentives for company BEVs. As part of the Circular VAT initiative
announced in the Clean Industrial Deal, the Commission will present an EU framework for Member
States to encourage electrification of corporate fleets.”

Lower VAT rates are blanket measures that benefit most households able to invest more money
in electrical devices. In doing so, it undermines the objective to mobilize private capital for the
green transition, where it exists among more affluent households. Targeted measures, on the other
hand, are vouchers for electrical devices targeted towards more vulnerable households. Examples
of such measures exist. In Belgium, the Papillon project is targeted at households with energy debts
and provides low-cost rental of energy-efficient devices.

2.1 Industry/ ETS Revision

The EAP states that the proposal for the revision of the ETS Directive supports the decarbonisation
of industry. However, it does not mention ETS1 revenues in the context of household electrifi-
cation, despite Member States’ obligations to spend 100% of revenues (or their equivalent value)
for climate and energy-related purposes, including addressing the social impacts of carbon pricing.
In parallel, the Energy Efficiency Directive (EU) 2023/1791 requires Member States to prioritise
vulnerable households, including those affected by energy poverty, in the allocation of funding,
including ETS revenues.

The ETS Revision includes several financial instruments to support industry. At the same time,
spending obligations on households are weaker and still lack reporting and monitoring require-
ments. As we have shown in our recent policy brief, the current EU reporting framework does not
allow policymakers to assess whether ETS revenues are effectively reaching vulnerable households
or mitigating the regressive impacts of carbon pricing. Existing reporting provides little information
on who ultimately benefits or what outcomes are achieved, limiting accountability and the Com-
mission’s ability to assess compliance with social objectives.

RECOMMENDATION FOR AN ADDITIONAL ACTION

The ETS1 generates significant revenues. To make sure they reach vulnerable households for the
purpose of electrification, the ETS Revision needs to strengthen monitoring and reporting by:

 introducing systematic reporting on the share of ETS revenues benefiting vulnerable house-
holds;

« making the introduction of ETS2 a trigger for reporting on energy poverty under the Gov-



https://mgte.hu/a-geotermikus-energia-hasznositasa-magyarorszagon/
https://www.podporujemeinovace.cz/prevence-energeticke-chudoby-prostrednictvim-socialnich-inovaci/
https://www.feantsa.org/resources/ets-guidance
https://www.feantsa.org/resources/ets-guidance
https://www.feantsa.org/resources/ets-guidance
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ernance Regulation;
» ensuring consistent reporting on ETS revenue use in NECP Progress Reports;

« aligning reporting on energy savings among vulnerable households with Article 8(3) of the
Energy Efficiency Directive; and

« incorporating an assessment of the social fairness of the EU ETS into the Carbon Market
Report.

2.2 Transport
RECOMMENDATION ON ACTION 8

“The Commission will put forward a recommendation on Fiscal and Non-Fiscal Demand-Side In-
centives for Zero-Emission Vehicles by Q4 2026. By 2040, sufficient grid connections for publicly
accessible HDV recharging and HDV depot charging will have to be deployed to enable 40% battery
electric propulsion of EU truck fleet.”

In transport, electrification strategies must prioritise households experiencing transport poverty.
Current EV support schemes largely benefit higher-income households, while investment in af-
fordable alternatives remains insufficient. Electrification of transport must also be linked to the
expansion of affordable charging infrastructure, as public charging is often significantly more ex-
pensive than private options. Social tariffs should be available at public charging stations for house-
holds in transport poverty.

2.3 Buildings

We welcome the recognition that, to “deliver meaningful cost savings and other benefits for con-
sumers”, the deployment of heat pumps should be coordinated with building insulation and reno-
vation, prioritising worst-performing buildings. We also welcome the emphasis on delivering mul-
tiple benefits to consumers, “from lower bills to a healthier indoor environment”. For vulnerable
households living in the worst-performing buildings, energy efficiency improvements must come
first. Otherwise, switching to a heat pump can result in higher running costs than gas boilers, in-
creasing the risk that households revert to more polluting heating methods.

RECOMMENDATION FOR ACTION 9

“The Commission will examine ways to accelerate deployment of heat pumps in public buildings
through public procurement”

For social service organisations operating in public buildings, the adoption of heat pumps needs
to be supported not by creating additional obligations but by providing support for addressing
the poor condition of the buildings themselves. Homeless services often occupy some of the
worst-performing buildings in Europe, resulting in high energy costs, poor thermal comfort and
reduced quality of service for clients and staff. Many of these buildings will already be affected by
Minimum Energy Performance Standards (MEPS). Electrification requirements should therefore
be accompanied by dedicated financial, technical and administrative support to renovate social
service buildings and prepare them for electrification.

FEANTSA recommends that any strategy to accelerate the deployment of heat pumps in public
buildings needs to:

« ensure electrification is affordable for social service providers by assessing the impacts
of Demand Side Flexibility on social services and reviewing tariff structures to ensure they
benefit organisations serving vulnerable households;



https://employment-social-affairs.ec.europa.eu/transport-poverty-definitions-indicators-determinants-and-mitigation-strategies-final-report_en
https://zukunft-klimasozial.de/der-klima-und-transformationsfonds-aus-sicht-der-privaten-haushalte/
https://www.sei.org/wp-content/uploads/2022/06/3d-charging-infrastructure-sei2022.020.pdf
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« promote the participation of social services in community energy and electricity sharing
schemes, including energy communities and large-scale renewable installations, alongside
renovation programmes that create training and employment opportunities for vulnerable
people;

o provide dedicated funding to prepare social service buildings for electrification, including
improvements to electrical infrastructure and wiring where necessary; and

« extend social safeguards to social service providers so that changes to taxes, levies or tariffs
do not increase operating costs without corresponding support to reduce energy demand.

“The Commission will promote innovative financing and business models for heat pumps within
integrated packages of renovation and adaptation works in residential buildings through the Better
Homes Partnerships, to accelerate uptake, replication and access to finance”

To maximise its social, environmental and economic impact, we recommend that the Better
Homes Partnership (BHP):

(A) prioritises renovation of the worst-performing buildings before electrification;

The renovation of worst-performing buildings is the most cost-effective way to reduce energy de-
mand, which is the precondition for reaching electrification targets. Cost-effectiveness calculations
should be assessed not only in terms of energy-system-level benefits (such as reduction in overall
energy demand, lowering the risk of grid congestion) but should also span different sectors. In par-
ticular, including avoided healthcare and wider public costs in cost-effectiveness assessments may
strengthen the economic case for prioritising renovation of the worst-performing homes occupied
by low-income households

> Excessively cold homes are estimated to cost the NHS in England £540 million annually in preventa-
ble healthcare expenditure. Upgrading the worst cold homes could recover investment costs through
healthcare savings alone within approximately 8—9 years. (BRE, The Cost of Poor Housing (2023)

» Poor housing creates substantial costs for healthcare, public services and the wider economy. Evi-
dence indicates that targeted housing improvements can rapidly recover public investment through
reduced healthcare and other public expenditure, with an estimated return of €2 for every €3 invest-
ed within one year. (Eurofound, Inadequate Housing in Europe)

> The health and well-being benefits of energy efficiency are material economic benefits and should be
included in policy appraisal rather than treated as secondary co-benefits. (IEA — Multiple Benefits
of Energy Efficiency)

The European Forum for Domestic Electrical Safety (FEEDS) estimates that more than half of
European buildings, 132 million dwellings, have obsolete electric wiring. While the EPBD includes
a provision on fire safety, the renovations rarely include inspections, let alone replacement of ob-
solete wiring. Electrical fires account for 25-30% of all domestic fires, an increase of 5-10% in the
past decade. Electrically induced fires cause between 1,000 and 1,200 fatalities and €6.25 billion
in property damage annually in the EU. It is important for the BHP to highlight this issue by se-
lecting projects that always include the inspection and, if necessary, the replacement of electrical
wiring prior to electrification.

(B) targets public funding towards vulnerable households;

Both the Energy Efficiency Directive (Article 24(3)) and the Energy Performance of Buildings Di-
rective (Article 18(17)) require public funding to prioritise vulnerable households. In practice, how-
ever, national renovation programmes often remain poorly targeted, with substantial subsidies



https://bregroup.com/reports/the-cost-of-poor-housing
https://www.eurofound.europa.eu/en/publications/all/inadequate-housing-europe-costs-and-consequences%5d(https:/www.eurofound.europa.eu/en/publications/all/inadequate-housing-europe-costs-and-consequences)
https://www.iea.org/reports/multiple-benefits-of-energy-efficiency
https://www.iea.org/reports/multiple-benefits-of-energy-efficiency
https://feedsnet.org/wp-content/uploads/2023/01/FEEDS-report-202002.pdf
https://feedsnet.org/wp-content/uploads/2023/01/FEEDS-report-202002.pdf

FEANTSA STATEMENT JULY 2026

going to households able to co-finance investments.

At the same time, the Social Climate Fund remains far below investment needs, while the next
Multiannual Financial Framework currently lacks comparable social targeting. Co-financing re-
quirements further exclude low-income households, many of whom already struggle with debt
and unpaid energy bills. General untargeted subsidies therefore risk reinforcing existing inequalities
instead of accelerating electrification where it is needed most.

Public funding should be retargeted towards the lowest-income households through grant-based
support that enables deep renovation before electrification.

(C) selects demonstration projects using energy justice principles.

The Better Homes Partnership should prioritise demonstration projects that address the barriers
faced by vulnerable households and showcase solutions that can be replicated across Europe.

Projects should demonstrate that they:
« improve thermal comfort while reducing energy bills;
« are delivered without increasing the housing cost burden of vulnerable households;
« incorporate solutions for households experiencing energy debt;
« maximise bill savings through renewable energy and energy sharing where appropriate;
o strengthen local employment and skills; and

e prevent displacement by combining renovation support with safeguards such as rent ceil-
ings and guaranteed energy savings.

“The Commission will mobilise the Heat Pump Accelerator platform and the Energy Efficiency Fi-
nancing Accelerator to derisk and finance investment in heat pumps and connections to district
heating and cooling systems related to solar thermal and geothermal projects.”

We recommend complementing de-risking and financing mechanisms with grants to create a
progressive financing framework: 100% upfront grants for the lowest-income households for in-
stallations and making homes ready for heat pumps, district heating connections and solar ther-
mal (including central heating, roof repairs, energy efficiency improvements, and electrical up-
grades), gradually shifting to blended finance and de-risking for middle-income households, while
higher-income households rely primarily on private finance with minimal public support. Without
funding these enabling works alongside heating investments, many low-income households in the
poorest-quality homes will be left behind, and clean heat potential will remain unexploited.

“The Commission will adopt a Cooling and Heating Action Plan, including to address the growing
need for efficient cooling for EU citizens and economy.”

The Cooling and Heating Action Plan should recognise that many of the lowest-income house-
holds in Central and Eastern Europe rely on solid biomass for heating, which contributes both
to renewable energy targets and severe air pollution. As the Energy Efficiency Directive and the
Energy Performance of Buildings Directive require that vulnerable and energy-poor households be
prioritised for renovation, energy-efficiency financing, and energy savings, the Plan should align all
its actions with this principle.

As solid fuel use overlaps with low-performing homes and is widespread among the poorest
households, targeting solid fuel users with energy savings would effectively deliver on prioritisation
requirements of the EED and EPBD: Improving buildings to cost-optimal levels can reduce solid



https://www.sciencedirect.com/science/article/pii/S0301421526002557?dgcid=author
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biomass use by up to 74%, making energy efficiency a prerequisite for switching to clean heating.
The Plan should also recognise solid fuel users and provide them with consumer protection meas-
ures equivalent to those available to gas and electricity consumers.

“KPI: increase installation rate of heat pumps to around 4 million per year in 2030 compared to
2025 of 2.4 million”

We recommend complementing the KPI on heat pumps by two additional KPIs on:

> ‘“Increase the annual rate of electrical installation upgrades to around 5 million residential buildings
yearly to complete the upgrade of the estimated 132 million buildings with outdated electrical instal-
lations by 2050

> “increase clean heat installations so that they proportionally reach energy-poor households, coupled
with energy savings and guarantees for heating cost-neutrality”

3. ACCESS TO INFRASTRUCTURE
RECOMMENDATION ON ACTION 11

District heating and cooling systems

We welcome these system-level measures, which are essential to expand district heating and
cooling. However, they should be implemented to proportionally reach vulnerable groups and
complemented by demand-side support for low-income households, including financing for net-
work connections, central heating installation, energy efficiency improvements, and other ena-
bling home upgrades where necessary.

5. ALIGNING VALUE CHAINS WITH THE AMBITION: SKILLS AND MANUFACTURING

The Electrification Action Plan rightly identifies skills shortages as a major barrier to electrification.
The energy workforce is projected to increase by 50% by 2030 to deploy renewable energy, grids
and energy efficiency technologies. The International Energy Agency estimates that the EU will
need around 500,000 skilled workers, up from 165,000 in 2024, to meet its heat pump instal-
lation ambitions.

RECOMMENDATION ON ACTION 13

We welcome Action 13, including measures to attract a new generation of electricians and install-
ers, improve the portability of qualifications, strengthen vocational education partnerships, and fa-
cilitate access to certification. These measures are important for accelerating electrification across
Europe.

However, the EAP should also ensure that the benefits of the electrification transition are shared
more fairly across regions and social groups.

Target skills and jobs towards vulnerable communities

Electrification offers an opportunity not only to decarbonise buildings but also to create quali-
ty employment in disadvantaged communities. Training programmes should therefore prioritise
people facing barriers to the labour market, including the long-term unemployed and those living
in vulnerable communities.

A useful example is New York State’s Utility Thermal Energy Network and Jobs Act, which links
district heating investments with disadvantaged communities and explicitly requires the decarbon-



https://www.sciencedirect.com/science/article/pii/S0301421526002557?dgcid=author
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isation of buildings to be pursued in a manner that is “affordable, accessible, preserves and creates liv-
ing-wage jobs.” Complementary workforce programmes provide targeted training, apprenticeships
and job placement services while supporting clean energy projects in low-income neighbourhoods.

The EU should adopt a similarly place-based approach by ensuring that skills funding and elec-
trification investments reinforce one another. Renovation and electrification programmes can si-
multaneously improve Europe’s building stock, address labour shortages and create employment
opportunities for vulnerable people.

The EAP should:

 prioritise skills and training programmes for people facing barriers to employment, particu-
larly in disadvantaged regions and communities;

e link renovation and electrification programmes with apprenticeships, vocational training
and local employment;

e support social enterprises and local organisations that combine building renovation with
labour market integration;

« improve the portability of qualifications and access to certification across Member States;
and

« ensure that cohesion and skills funding contributes to both the electrification transition and
social inclusion.

ANNEX II: Guidance on Social Leasing

FEANTSA is concerned that social leasing is presented as the primary solution to overcoming the
upfront costs of electrification.

For households living in inefficient homes, installing a heat pump without prior renovation often
delivers little or no energy savings. Vulnerable households already struggle to meet their monthly
expenses, and spreading the cost of a heat pump over time does not address the underlying prob-
lem: a lack of capital to invest. The promotion of “small monthly instalments” should therefore not
crowd out the need for 100% upfront grants for the lowest-income households. Existing public
funding, particularly the Social Climate Fund, should prioritise such grant-based support, while fi-
nancial contributions can increase progressively with household income.

The Guidance also lacks legal clarity. “Social leasing” is not defined in EU legislation, and leasing ar-
rangements are not covered by key consumer protection instruments such as the Consumer Credit
Directive. The Guidance does not explain what protections apply if a household is no longer able to
meet lease payments or whether this could result in the loss of its heating system.

At the same time, FEANTSA welcomes several elements of the Guidance, including;
e income-dependent top-ups to public subsidies;

e ensuring that repayment instalments remain below expected energy bill savings, with safe-
guards where projected savings are not realised; and

o the Commission’s commitment to monitor, through the European Fair Transition Observa-
tory, the uptake of support schemes for clean heating and cooling products, including the
socio-economic profile of beneficiaries.
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ADDITIONAL RECOMMENDATION ON THE FAIR TRANSITION OBSERVATORY

FEANTSA strongly welcomes the extension of the Fair Transition Observatory to all policies and in-
vestments related to electrification. While the EAP mentions it mostly in the context of social leas-
ing, the FTO can be crucial also to monitor the distributional impact of funding, of measures such
as DSF, of whether or not vulnerable households and communities receive an at least proportional
share of benefits from the expansion of renewable energy, including geothermal, and whether
disadvantaged communities and those suffering from long-term unemployment are at least pro-
portionally represented in green transition labour-force training and labour market integration.
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