Luxembourg Social T
Climate Plan

27 March 2026

Note on the budgetary implications of the Social Climate Plan:

The measures proposed in this document have not yet been the subject of detailed bud-
geting. It is understood that the measures contained in the Social Climate Plan that have an
impact on public finances must undergo the usual budgetary procedure.
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1. SOCIAL CLIMATE PLANOVERVIEW AND PROCESS FOR ESTABLISHING THE SOCIAL CLIMATE PLAN
1.1. Summary

1.1.1. Context of the green transition

Context

The European Union has committed, through the European Green Deal, to achieving climate
neutrality by 2050. As part of the ‘Fit for 55’ package, a series of measures has been adopted to
reduce greenhouse gas emissions by at least 55% by 2030 compared to 1990 levels. One of the key
elements of this strategy is the gradual extension of Directive 2003/87/EC on the EU Emissions
Trading System (EU ETS) to new sectors, including buildings and road transport, which account for
a significant share of emissions in the EU.

The EU ETS operates on the polluter pays principle, whereby those responsible for greenhouse gas
emissions must bear the associated costs. With its extension to the building and road transport
sectors, this principle now applies not only to economic actors but also to households, through the
pricing of fossil fuels. By introducing a carbon price, the system increases the cost of fossil fuels,
thereby encouraging all stakeholders to reduce consumption and shift toward more attractive
renewable alternatives. This pricing mechanism is designed to guide behaviour toward more
sustainable choices, foster technological innovation, and accelerate the energy transition—while
ensuring a fair distribution of climate efforts across all sectors of society.

In 2005, the European Union established a carbon market—EU ETS 1—which covers greenhouse
gas (GHG) emissions from large-scale industry, energy production, aviation, and maritime
transport. A second system, EU ETS2, is scheduled to enter into force in 2028. This new market will
target CO, emissions resulting from the combustion of fossil fuels in the road transport, building,
construction, and small industry sectors. EU ETS2 is based on a European cap-and-trade mechanism
for emissions allowances. Unlike EU ETS 1, which applies directly to large emitters, EU ETS2 adopts
an ‘upstream’ approach: energy suppliers and fuel distributors will be responsible for monitoring
and reporting emissions associated with the sale of their products.

EU ETS2 has been designed as a key instrument to help the European Union meet its medium- and
long-term climate goals. Its primary objective is to reduce greenhouse gas emissions in sectors not
previously covered by the EU emissions trading system and to introduce a carbon price on fossil
fuels used in those sectors. Beyond emissions reduction, EU ETS2 enhances the coherence of
European climate policy by extending carbon pricing to all emitting sectors, accelerating the energy
transition, and fostering technological innovation.

However, since the introduction of a CO, price in these sectors will increase the cost of fossil fuel
use, the measures may disproportionately affect vulnerable households and micro-enterprises,
which spend a significant share of their income on energy and transport. To mitigate these impacts
and ensure a just transition, the European Union has adopted Regulation (EU) 2023/955
establishing the Social Climate Fund. Covering the period from 2026 to 2032, the fund aims to
support Member States in implementing targeted measures to protect the most vulnerable
populations—primarily through investments in energy efficiency, building decarbonization, and
sustainable mobility.

In this context, each Member State is required to develop a National Social Climate Plan that

reflects the specific challenges of its territory and ensures a fair ecological transition. These plans
align with the core principles of European climate policy and aim to mitigate the socio-economic
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impacts of the green transition, ensuring that it remains accessible to all segments of the
population.

National plans include targeted measures and investments for vulnerable households and micro-
enterprises most affected by rising energy costs. These measures encompass a broad range of
actions, such as energy-efficient building renovations, the integration of renewable energy sources,
and improved access to clean transport.

By combining climate action with social protection, the European Union seeks to ensure that the
ecological transition benefits all citizens—enhancing quality of life while reducing social
inequalities.

However, a socially just climate policy cannot rely solely on technical or economic interventions. It
must be embedded within a broader vision of social justice that considers all dimensions of citizens’
living conditions.

Luxembourg's specific Situation

Luxembourg faces a distinctive set of challenges in its ecological transition, shaped by its
geographical, demographic, and economic characteristics. As a highly urbanised country
undergoing sustained urban sprawl, it has developed a strong dependence on private vehicles,
which in turn intensifies pressure on the housing market. Rapid population growth—driven by the
country’s economic appeal and the daily influx of cross-border workers—has created significant
challenges in housing, transport infrastructure, and land-use planning. Between 2009 and 2025,
the population increased from 493,500 to 681,973.

Fuel consumption in Luxembourg is disproportionately high compared to neighbouring countries,
accounting for approximately two-thirds of total final energy consumption. This anomaly is largely
due to Luxembourg’s central location in Europe and the price differentials in fuel compared to
surrounding nations.

The housing sector has been under sustained pressure for years. High demand coupled with limited
supply has led to soaring property prices for over two decades. The continued rise in prices and
rents—particularly in the private market—has made housing increasingly inaccessible for a large
share of the population. These costs do not affect all residents equally and risk excluding vulnerable
groups. The burden falls especially heavily on low-income households renting privately, who often
face multiple, compounding housing-related difficulties. In response, successive governments have
implemented policies aimed at increasing the supply of affordable housing, offering individual
assistance for home ownership, and improving the energy efficiency of buildings.

In this context, the inclusion of greenhouse gas emissions from the building and road transport
sectors within the scope of the EU ETS2 represents a significant challenge, particularly for
vulnerable households and small businesses. The internalisation of carbon costs through the
expansion of the carbon market to these sectors risks generating differentiated socio-economic
impacts, placing a heavier burden on certain population groups and categories of economic actors.
Among the anticipated effects is a rise in the prices of gas, heating oil, petrol, and diesel, which
could disproportionately affect vulnerable households, as they allocate a relatively larger share of
their budget to heating and transport expenses. Consequently, the increase in the price of CO, will
have a regressive effect on these households and microenterprises®. Energy poverty is likely to
worsen, especially for tenants living in older or poorly insulated buildings and for homeowners

1 Sologon, D. M., O’Donoghue, C., Kyzyma, |., Loughrey, J., & Linden, J. (2025). Distributional Impact of Soaring Prices in Europe: A Cross-
National Decomposition of Inflation's Regressivity and Progressivity. Review of Income and Wealth.
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lacking the financial resources to undertake energy renovation works. At the same time,
households located outside major urban centres—particularly in peri-urban and rural areas, where
public transport options are more limited—will be more exposed to rising transport costs.

Structurally, the transition to a decarbonised housing stock poses major challenges for low-income
owner-occupiers, who may struggle to fund renovations or replace fossil fuel heating systems.
Vulnerable tenants are similarly affected, as they often reside in inefficient buildings and depend
on landlords to invest in upgrades. Micro-enterprises—such as craftsmen, delivery drivers, and
construction professionals—play a vital role in the local economy and typically rely on combustion
engine vehicles. The introduction of a carbon price under EU ETS2 could increase their operating
costs, particularly fuel expenses. However, this shift may also serve as a catalyst for innovation and
equipment modernisation, provided it is supported by targeted assistance measures.

Investments in the PSC can also be understood as a means of preventing certain future social
expenditures. By addressing climate vulnerability upstream—for example, by supporting
households facing energy-inefficient housing conditions or high energy costs—such investments
help mitigate health risks, including respiratory and cardiovascular diseases as well as heat-related
stress.

Recognising these challenges, Luxembourg has addressed them in its Social Climate Plan,
developed in accordance with Regulation (EU) 2023/955. The plan aims to ensure a fair and
inclusive energy transition by mitigating the social impact of the new regulatory framework.

Gender inequalities and social issues

Gender inequality remains a significant concern across various domains, particularly in climate,
energy, housing, and mobility policies. A recent project conducted by the Luxembourg Institute for
Socio-Economic Research (LISER)—as part of the INGINCO: Gender Inequality, Inflation and
Consumption? initiative commissioned by the Ministry for Gender Equality and Diversity (MEGA)
and building on the earlier study Price Increases and Gender Inequality for the Ministry of
Environment, Climate and Biodiversity (MECB) —has highlighted several specific vulnerabilities.

The research reveals pronounced gender disparities in the housing sector, notably a
disproportionate financial burden borne by women. Family composition plays a critical role: in
2023, 85.3% of single-parent households with children in Luxembourg were headed by women®.
These families have historically been among the most vulnerable in the housing market, spending
a significantly higher share of their income on housing-related expenses. Moreover, the effort
rate—the proportion of income allocated to housing—is rising more rapidly for women than for
men across all income quintiles, except the second. This trend underscores a deepening of gender
inequalities in access to housing. Women also face slightly greater challenges in securing quality
housing, with higher exposure to issues such as dampness, poor insulation, and inadequate thermal
comfort. These disparities reflect persistent income gaps, unequal distribution of caregiving
responsibilities, and structural barriers to accessing credit. In response, the study recommends that
housing support policies be more effectively targeted, considering gender-specific needs and family
circumstances. These efforts should be complemented by broader measures to address wage
inequality and promote stable, high-quality employment opportunities for women.

2 Peluso, E., Islam, N., Leduc, K., Lorentz, N., Menta, G., Sologon, D. M., Van Kerm, P., Verheyden, B., Depireux, A., Genevois, A.-S., Segura,
J., & Bouvy, I. (2024). Hausse des prix et inégalités de genre au Luxembourg : Etude du LISER sur le projet INGINCO en collaboration avec le
MEGA. (Les rapports du LISER). LISER.

3 Leduc, K., Paccoud, A., & Lorentz, N. (2022). Evolution du taux d’effort des ménages résidant au Luxembourg selon leur composition
familiale entre 2016 et 2019. Ministére du Logement - Observatoire de I'Habitat
https://logement.public.lu/fr/observatoire-habitat/publications.html

50f 93


https://logement.public.lu/fr/observatoire-habitat/publications.html

Mobility-related disparities are partly rooted in differences in transport usage patterns. Women
are more likely to make combined or fragmented journeys, often linked to domestic and caregiving
responsibilities. These patterns are compounded by safety concerns, which remain insufficiently
addressed in transport systems historically designed around linear commuting. Together, these
factors contribute to a greater reliance on private vehicles. The study underscores that the shift
toward more sustainable modes of transport requires more than awareness campaigns—it
depends on the creation of a supportive and inclusive environment. To be effective, such efforts
must be backed by concrete measures: improved accessibility and scheduling, enhanced safety,
equitable pricing, and targeted support in underserved areas. Local authorities have a pivotal role
to play, particularly through flexible transport solutions such as on-demand services, which are
better aligned with local realities and the diverse needs of users.

CO; Tax in Luxembourg

Since 2021, Luxembourg has applied a CO, tax on fossil fuels to encourage a gradual reduction in
their consumption. This tax is embedded in the amended law of 17 December 2010, which governs
excise duties and similar levies on energy products. Initially set at €20 per tonne of CO, emitted—
aligned with average carbon prices in neighbouring countries—the tax has increased annually by
€5 per tonne, reaching €45/t in 2026.

In line with the National Integrated Energy and Climate Plan (NECP), revenue from the CO, tax is
allocated in a balanced manner. Half is earmarked for climate protection and energy transition
initiatives, including subsidies for energy-efficient renovations, electromobility, and renewable
energy deployment. The remaining half is directed toward social compensation measures—such as
the CO, tax credit and cost-of-living benefit—to support vulnerable households and ensure a fair
and inclusive transition.

To ensure rigorous oversight, the Interministerial Committee for Climate Action closely monitors
the implementation of the CO, tax, particularly its effectiveness in meeting sectoral climate
objectives. The committee submits quarterly reports to the Government Council, drawing on the
work of a technical group composed of STATEC, the Customs and Excise Administration, and the
relevant ministries (MFIN, MECB, and MECO). This group collects and analyses data to anticipate
regional developments and inform potential revisions to the fiscal trajectory.

Should the analysis indicate that fuel price differentials with neighbouring regions are undermining
the trajectory of fuel sales aligned with climate and energy goals, additional tax adjustments will
be introduced.

The provisions governing the evolution of the CO, tax for the period 2027-2030 are scheduled for
reassessment in 2026. This review will consider both national climate targets and measures
adopted by neighbouring countries, particularly considering the introduction of the EU ETS2. Such
measures may influence fuel price disparities between Luxembourg and adjacent regions, with
implications for domestic consumption and sales.

As Luxembourg is participating in the EU ETS2 from the moment it is implemented, the government
remains committed to protecting vulnerable households and micro-enterprises from potential
increases in energy costs. It therefore guarantees that any form of carbon taxation—whether direct
(such as a CO, tax) or indirect (via market-based mechanisms)—will be accompanied by appropriate
social compensation measures.
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Governance

This plan is the result of close collaboration between the Ministry of the Environment, Climate and
Biodiversity (MECB), the Ministry of the Economy (MECO), and the Ministry of Family Affairs,
Solidarity, Living Together and Reception of Refugees (MFSVA), in partnership with Klima-Agence
and the Ministry of Finance (MFIN). Under the supervision of the Ministry of the Environment,
Climate and Biodiversity, this joint effort has led to the development of a comprehensive set of
measures and investments supporting both climate and social transition. Contributions from the
ministries represented in the Interministerial Committee for Climate Action have further ensured
a coordinated, cross-sectoral approach.

In addition, a dedicated working group supported the analyses conducted by STATEC, particularly
in assessing the overall impact of the proposed measures. This methodology is designed to provide
a robust understanding of the plan’s socio-economic and environmental effects, grounded in
empirical data and rigorous analytical frameworks.

The success of the plan also depends on the concerted engagement of all actors on the ground,
whether local authorities, associations or professionals working in the relevant fields. Through their
expertise and their daily involvement, these actors play a decisive role in ensuring the concrete and
lasting implementation of the various measures set out in the plan.

1.1.2. Objectives of the measures and investments

The planned measures and investments are guided by a central objective: to ensure a socially
equitable climate transition that is accessible to the entire population. Special attention is given to
vulnerable households and micro-enterprises, as they often face greater challenges in participating
in transition initiatives.

In many cases, climate policies tend to primarily benefit homeowners who possess investment
capital. Without corrective mechanisms, this dynamic can reinforce existing structural inequalities.
To address this issue, the plan introduces a series of instruments aimed at expanding access to
transition measures. These instruments are designed to reduce financial, administrative, and
informational barriers for those most affected by energy and transport insecurity.

The logic behind these interventions is based on three key strategies. First, public support will be
adjusted according to the financial resources available to each household and micro-enterprises.
Second, innovative financing mechanisms will be developed to match the contributory capacities of
different population groups. Third, stronger incentives will be introduced to encourage the rental
of renovated buildings within a regulated framework that promotes social inclusion.

To ensure the consistency and effectiveness of these actions, the establishment of a structured and
transparent system for monitoring energy poverty is considered essential. Reliable indicators are
necessary to evaluate the impact of implemented policies, anticipate potential negative effects, and
make timely adjustments when needed.

The importance of such monitoring was strongly emphasized during the consultation process
conducted as part of the development of the Social Climate Plan. Many participants highlighted the
need for a transparent, accessible, and responsive system to measure the social effects of climate
policies. This monitoring system must be fully integrated into the implementation of the Social
Climate Plan and serve as a key instrument for policy steering, accountability, and real-time
adjustment. Furthermore, the monitoring mechanism will contribute to greater transparency in the
design and justification of subsidy programms. By providing objective and continuous data, it will
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enable more accurate targeting of needs, facilitate the evaluation of existing measures, and ensure
that public aid is based on verifiable and equitable criteria.

1.2. Overview of current policy landscape

Current policies include measures from the NECP, the government programme, and initiatives
under the responsibility of the MFSVA. For clarity and ease of reference, the following measures
are presented by sector.

Building Sector

- Just Transition Fund (No.1)

- Update of the long-term building renovation strategy (No.2)

- Klimabonus Wunnen Subsidy programm (N°3)

- Pre-Financing under the Klimabonus Wunnen subsidy programm (No.4)

- Pre-Financing of photovoltaic solar installations (No.5)

- Pre-Financing of the ‘Topup Social’ energy efficiency improvement grant (No.6)

- Individual housing assistance for energy efficiency improvements (No.7)

- Overhaul of the Climate Loans (No.8)

- Establishment of a national entity supporting energy renovation, Decarbonization, and
photovoltaic installation in residential buildings (No.9)

- Energy renovation of vacant dwellings (No.10)

- State aid for the energy renovation of functional buildings (No.11)

- Facilitation of energy-related work in co-owned buildings (No.12)

- Study on the rental challenges of the energy transition (No.13)

- Financial contributions to the construction of affordable rental and sale housing (Aides a la
pierre) (No.14)

- Support for the installation of photovoltaic systems on affordable housing (No.15)

- Installation of photovoltaic systems on residential buildings (No.16)

- Social leasing — heat pumps and photovoltaic panels (No.17)

- ‘State Energy Community’ for sharing renewable electricity with vulnerable households and
micro-enterprises (No.18)

- Awareness-raising, information, and advisory services on buildings (No.19)

- Assistance for energy-poor households (No.20)

- Specialised energy advisory service for replacing fossil fuel heating systems with renewable
solutions (No.21)

- Strengthening the social dimension of the Climate Pact 2.0 with municipalities (No.22)

- Climate Pact for Businesses (SMEs) (Klimapakt fir Betriber) — Basic advisory services for
vulnerable micro-enterprises (No.23)

- General aid for SMEs — Investment support (No.24)

- Subsidy programm for businesses — Environmental and climate protection (No.25)

- SME Packages-Sustainability (No.26)

- State contribution to electricity network usage costs (No.27)

- Administrative simplification for micro-enterprises (No. 28)

- Zero-interest “Competitiveness and Sustainability Loan” (No. 29)

Building policies are designed to accelerate the energy transition of the national building stock while
promoting social equity and addressing energy poverty. The central objective is the gradual
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decarbonization of the residential sector, primarily through the phased phase-out of fossil fuel
heating systems and the widespread promotion of energy-efficient renovation.

Various financial instruments—such as the Klimabonus Wunnen, energy efficiency subsidies,
interest subsidies, and state guarantees for climate loans—support households in undertaking
renovation work. These measures are further reinforced by tax incentives, individual housing
assistance, and public investment in the development of affordable housing, both for rental and
ownership. It is worth noting that some of these subsidies are currently under review.

Luxembourg also places strong emphasis on citizen engagement and awareness-raising through
targeted information campaigns, advisory services, and technical guidance. Specific measures have
been introduced to facilitate energy renovations in co-owned properties, while pilot projects—such
as the neighbourhood renovation initiative in Differdange—enable integrated approaches to be
tested and refined at the local level.

In Luxembourg, people who struggle to cover their domestic energy costs can benefit from
structured and supportive social assistance. When a consumer is unable to pay for their
drinking-water supply or domestic energy costs, and if they meet the eligibility criteria for social
assistance, they may, upon request, be supported by the competent social office to ensure a
minimum energy supply. This guarantee provides access to electricity and the energy required for
adequate heating, meal preparation, and lighting within the home.

Furthermore, the development of renewable energy production and self-consumption is actively
promoted through a range of initiatives supporting the installation of photovoltaic panels. These
include financial support for affordable housing equipment and regulatory frameworks for new
buildings. Simple and low-cost solutions, such as balcony power stations, complement this strategy
by expanding access to decentralized energy generation.

In the medium term, the establishment of a national entity dedicated to assisting citizens with
renovation and decarbonization efforts will further strengthen the implementation and

coordination of these policies.

Transport sector

- Expansion of publicly accessible charging infrastructure (No.30)

- Right to a charging station (No.31)

- Transport on demand (No.32)

- Awareness-raising, information, and advisory services on mobility (No.33)

- Awareness-raising, information, and advisory for citizens promoting behavioural change
and a favourable environment for citizen engagement (No.34)

- Klimabonus Mobilitéit — Subsidy programm for zero-emission vehicles (No.35)

- Financial aid for second-hand electric cars (No.36)

- Financial aid for electric bicycles (No.37)

- Financial aid for the installation of private electric vehicle charging station (No.38)

- Free and promoted public transport (No.39)

- Development of car sharing and bike sharing (No.40)

- Social car leasing (No.41)

Current mobility policies pursue multiple objectives, with a focus on ecological transition, social
justice, and improved quality of life. Central to these efforts is the reduction of greenhouse gas
emissions from the transport sector by promoting sustainable alternatives to private combustion-
engine vehicles. Key strategies include the provision of free public transport, the development of
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active mobility options such as walking and cycling, and the implementation of on-demand
transport services like the Ruffbus.

At the same time, electrifying Luxembourg’s registered vehicle fleet remains a central pillar of the
national mobility strategy. To accelerate this transition, subsidy programms have been introduced
to support the purchase of zero-CO, vehicles and bicycles, as well as the installation of private
charging stations. These efforts are reinforced by the expansion of the public charging network and
the establishment of a right to charging stations in condominiums, aimed at removing structural
barriers to electric mobility. In parallel, the electrification of public transport is advancing, with a
particular focus on modernizing bus fleets and extending the tram network.

Businesses are also called upon to play an active role by developing mobility plans and accessing
public subsidies aligned with their climate and environmental commitments. Together, these
measures are designed to foster sustainable structural and behavioural change, bridging the goals
of energy transition and social inclusion at the national level.

Direct Income Support

- Social financial compensation for CO; tax (No.42)

- CO, Tax Credit (crédit d’impdt CO, - CI-CO;) (No.43)

- Consolidation and simplification of support schemes for vulnerable households: creation
of the ‘cost-of-living supplement’ (No.44)

- Creation of a one-stop social service centre (No.45)

In the context of the climate transition, Luxembourg’s direct income support policies are designed
to mitigate the socio-economic impacts of environmental measures, particularly for the most
vulnerable households. These policies form part of a broader climate justice approach, which seeks
to ensure that the shift to a low-carbon economy does not come at the expense of low-income
populations.

Key measures include the regular adjustment of the cost-of-living benefit and the increase in the
energy allowance as well as the automatic support for recipients of the Social Inclusion Income
(REVIS). These initiatives aim to support the vulnerable households in the face of rising energy and
commodity prices.

Complementary funding has also been allocated to cover increased energy costs in residential care
facilities for the elderly, thereby preserving the financial stability of these essential institutions and
maintaining the quality of life for their residents.

At the core of this strategy is the CO, Tax Credit (CI-CO,)—a fiscal instrument designed to offset the
financial burden of the CO; tax. Introduced in the spirit of fairness, this mechanism redistributes a
portion of carbon tax revenues to households, considering their socio-economic circumstances. It
serves as a lever for climate solidarity, acknowledging that some households have limited capacity
to absorb the costs associated with the energy transition. The CI-CO, thus reinforces the social
acceptability of carbon pricing, while upholding the ‘polluter pays’ principle in a progressive and
equitable manner.

Together, these measures ensure that the energy transition remains socially just, inclusive, and

sustainable, by enhancing the economic resilience of those most affected by climate-related policy
changes.
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1.3. Public consultation process

In accordance with Regulation (EU) 2023/955 and the relevant national legal framework, the
preparation of Luxembourg’s Social Climate Plan was accompanied by a structured, multi-phase
consultation process. This approach was designed to ensure the early and broad involvement of all
relevant stakeholders.

An initial informal consultation phase was launched at the end of March 2025 via an online
questionnaire, accessible through the participatory platform www.zesumme-vereinfachen.lu, and
remained open until the end of April 2025. The primary objective was to engage a diverse range of
actors from the outset and to collect a wide spectrum of field-based insights and perspectives. The
guestionnaire focused on both the evaluation of existing and planned measures and the collection
of suggestions for new initiatives and potential avenues for action. A formal call for contributions
was extended to representatives from the social sector, civil society, local authorities, housing
associations, trade unions, youth organizations, professional chambers, as well as stakeholders
from the research, energy, and transport sectors, and organisations promoting gender equality. In
total, 27 organisations submitted contributions, reflecting a strong commitment to participatory
policy-making and inclusive climate governance.

The results of the consultation can be summarised as follows:

e Broad consensus on the need for increased financial support.

e Concerns regarding financial accessibility and perceived inequities in access to support
measures, particularly affecting tenants.

e Criticism of administrative complexity of the schemes, with existing procedures viewed as
lengthy and complex.

e Lack of information and awareness about available support schemes, highlighting the need
for more proactive, targeted, and locally anchored communication strategies.

e Demand for simplification and proximity, including proposals for the creation of one-stop
shops, automated aid allocation, and neutral, personalised support services.

e (Calls for increased accountability among rental property owners, with suggestions for
incentives or obligations, such as rent caps for poorly insulated housing.

e A general appeal for inclusive climate justice, emphasising the importance of integrating
social equity into climate policies to guarantee a fair transition.

Subsequently, a second and more technical phase of consultation was conducted in June 2025
through bilateral exchanges with key stakeholders. These discussions provided an opportunity to
examine specific components of the Social Climate Plan in greater detail and to collect targeted
feedback on the proposed measures. Participants included trade union representatives, climate-
focused NGOs, social sector organizations, and social housing stakeholders. The exchanges offered
a framework for open dialogue, enabling stakeholders to articulate their priorities, share field-based
expertise, and propose concrete policy recommendations. They also helped to identify more
precisely the barriers faced by target groups, as well as the key levers for action to be prioritized.

Following the approval of the draft by the Council of Government in autumn 2025, a third phase of
public consultation was organised from 29 October 2025 to 16 January 2026. This phase targeted
the general public, thereby allowing the entire population to participate in the process. On the
website zesumme-vereinfachen.lu, the draft SCP was presented, and all citizens were able to submit
comments, propose suggestions and give their views. Furthermore, a public information session
took place on 19 November 2025 on the premises of Klima-Agence, during which the draft plan was
presented and discussed with interested citizens, who also put forward suggestions.

11 of 93


http://www.zesumme-vereinfachen.lu/

In total, thirteen individual contributions were officially submitted by seventeen citizens and
organisations, to which were added two official opinions—from the Platform for Climate Action and
Energy Transition, and from the Climate Policy Observatory—in accordance with the requirements
of the Climate Law of 15 December 2020. These two contributions are also available in the apendix.

All contributions from the various conventional and non-conventional consultations were compiled,
analysed and duly considered through an intrinsically collaborative approach between the
ministries concerned. The results can be summarised as follows:

General Findings

Stakeholders emphasise that the implementation of the SCP measures requires close cooperation
between all relevant actors. Certain definitions—particularly those of ‘energy poverty’ and
‘vulnerable households’—remain insufficiently precise, which may complicate the targeting,
implementation and evaluation of measures. Participants also recommend the use of up-to-date
indicators, clarity regarding ministerial responsibilities, the establishment of a precise
implementation timetable, and transparent participation of all actors.

Secure data access must be ensured between ministries, municipalities and social offices, with
STATEC playing a crucial role in this regard. In terms of financing, stakeholders request clarification
of budgets, multiannual planning, and rigorous monitoring of the efficient use of FSC funds.
Municipalities are considered key partners and require both financial and technical support. Finally,
transparency is deemed essential when integrating the platform’s proposals into the SCP, and the
platform should be regularly involved in the monitoring and evaluation of the implementation and
impacts of the measures.

Buildings

In the buildings sector, it is recommended to prioritise the pre-financing of energy renovation works
and to clearly identify the responsible point of contact for their implementation. The central role of
property owners is reiterated to ensure the effectiveness of measures, while stakeholders note that
tenants remain insufficiently targeted by existing schemes. There is broad agreement on the
importance of incentive measures as well as the introduction of new obligations or more stringent
measures.

With regard to the energy renovation of vacant dwellings, participants stress the need for an
in-depth analysis and further discussion. Several contributions also propose complementing
business support schemes with a ‘top-up’ specifically for vulnerable micro-enterprises.

Transport

In the transport sector, stakeholders insist on the importance of developing public charging
infrastructure in areas with high demand, while ensuring affordable tariffs for vulnerable
households. Among the new measures proposed are the organisation of calls for tenders to support

the electrification of production processes—including for small SMEs—as well as the expansion of
car-sharing and shared mobility solutions, taking into account the specificities of border regions.

1.4. Definitions

The framework of the Social Climate Fund foresees the development of definitions for three target
groups, in accordance with the provisions of European Regulation (EU) 2023/955, identified as being
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particularly affected by the costs associated with the new emissions trading system for buildings and
road transport. In this context, definitions have been developed to adapt them to the luxembourgish
context. It should be emphasized that these definitions are intended for statistical purposes, aiming
to ensure data comparability, without serving as operational targets or setting specific values for every
identified measure.

- Vulnerable Households

Regulation (EU) 2023/955 of the European Parliament defines ‘vulnerable households’ as follows:
‘households in energy poverty or households, including low income and lower middle-income ones,
that are significantly affected by the price impacts of the inclusion of greenhouse gas emissions
from buildings within the scope of Directive 2003/87/EC and lack the means to renovate the
building they occupy.’

This definition provides a general framework for identifying vulnerable households across Member
States. In Luxembourg, identification is based on a nationally developed methodology for measuring
and monitoring energy poverty.

Energy poverty is defined differently depending on the economic context. In developing countries,
it typically refers to a lack of access to basic energy services. In industrialised countries, by contrast,
it is more commonly associated with an excessive financial burden resulting from energy
expenditures relative to household income. Luxembourg has established a national indicator to
quantify and monitor energy poverty: the combined TEE & BRDE indicator. This tool enables the
exclusion of cases involving energy waste or situations where the energy effort rate is deemed
acceptable, while also accounting for the level of household poverty. According to this indicator,
households are considered to be in energy poverty when they face high energy bills, have low
incomes, and reside in poorly performing housing in terms of energy efficiency.

To quantify energy poverty, STATEC (Di Falco, Thunus, and Zardet, 2021%) primarily relies on two
indicators:

- High Energy Expenditure Ratio (taux d’effort énergétique - TEE)

Dépenses énergétiques du ménage . ) .
TEE = - > 2 x Valeur médiane nationale en 2012
Revenu du ménage

- Low-Income, High-Energy Expenditure (Bas revenue, dépenses élevées - BRDE)

Dépenses énergetiques du ménage
par unités de consommation
(Revenu net du ménage — Charges du logement) < 60% x
Médian du (Revenu net du ménage — Charges du logement) en 2012

= Valeur médiane nationale en 2012
BRDE =

The TEE indicator is widely used in scientific literature (Legendre & Ricci, 2015°) due to its simplicity
in calculation and interpretation. However, it does not account for income levels, which means that
households with high energy consumption—regardless of their financial capacity—may be classified
as energy poor. In contrast, the BRDE indicator applies a more restrictive approach: it identifies only
those households whose income falls below 60% of the median net income (after housing costs)

4 Di Falco, E., O. Thunus, et G. Zardet (2021). Analyse sur la précarité énergétique au Luxembourg. Working Paper.
5 Legendre, B., & O. Ricci. (2015). Measuring fuel poverty in France: Which households are the most fuel vulnerable?
Energy Economics 49: 620-628.
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and whose energy expenditure exceeds the national median. In addition to these two objective
indicators, two subjective measures of energy poverty are also considered. These are based on
household self-reporting and include: (i) the inability to adequately heat the home during winter,
and (ii) difficulties in paying energy bills.

Following the methodology developed by Di Falco and her colleagues, STATEC selected 2012 as the
reference year. In that year, the national median TEE threshold was 7.2%, meaning that any
household spending more than this proportion of its income on energy was in energy poverty. For
the BRDE indicator, the median energy expenditure per consumption unit was €1,194 per year,
while the low-income threshold, defined as 60% of the median net income after housing costs, was
€17,263 per year, or approximately €1,438 per month. As of 2024, energy poverty affected
approximately 4,1% of households.

Furthermore, some households facing financial constraints may voluntarily limit their energy
consumption—not as a result of personal choice or energy-efficiency improvements, but out of
economic necessity. This self-restriction can lead to a misleading perception of their situation,
insofar as low consumption may incorrectly be interpreted as an absence of vulnerability.

The occupancy status of a household is also an important dimension of energy poverty, as it
determines the degree of control households have over their living conditions. Homeowners are
generally more independent, while tenants face greater limitations in the choices available to them.

Household vulnerability in Luxembourg is not limited to energy poverty alone and depends on
multiple socio-economic factors. Certain population groups—such as children under 18,
single-parent families and people with only basic education—are more exposed to social and
economic risks, in a context where the at-risk-of-poverty rate stands at 18.1% in 2024. However,
these situations are not always fully reflected in the definitions and indicators currently used,
highlighting the complexity of the concept of vulnerability and showing that energy poverty
represents only one facet of a broader, multidimensional form of social vulnerability.

This integrative approach is further reflected in the National Climate Change Adaptation Strategy,
which understands vulnerability as a multidimensional concept, combining social, economic,
territorial and environmental factors in relation to the impacts of climate change.

- Vulnerable transport users

Regulation (EU) 2023/955 of the European Parliament defines vulnerable transport users as:
‘individuals and households in transport poverty, but also individuals and households, including low
income and lower middle-income ones, that are significantly affected by the price impacts of the
inclusion of greenhouse gas emissions from road transport within the scope of Directive 2003/87/EC
and lack the means to purchase zero- and low-emission vehicles or to switch to alternative
sustainable modes of transport, including public transport.’

As part of the Social Climate Plan, Luxembourg adopts the definition proposed in the study on the
feasibility of introducing a social car-leasing scheme in Luxembourg, according to which transport
vulnerability refers to the situation of households that, due to economic, geographical or social
constraints, have limited access to reliable and affordable means of transport. This restriction
reduces their ability to participate fully in employment, education and essential services. Transport
vulnerability may be assessed using socio-economic criteria (income, eligibility for social assistance,
household composition), mobility indicators (distance between home and workplace, use of a
private vehicle, access to public transport or car-sharing), and the availability of infrastructure
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(charging points, car-sharing stations). Vulnerable transport users combine a high need for mobility
with limited resources, while others may be affected primarily by financial barriers or inadequate
access to sustainable mobility alternatives.

However, this qualitative description raises certain challenges: when mobility patterns are
described using average statistics based on commuting and daytime travel, it must be stressed that
these aggregates systematically under-represent non-standard user profiles, such as shift workers,
employees working split shifts, night workers, or households with care responsibilities. Their
journeys take place outside the time windows and service conditions considered in conventional
mobility planning, exposing them to structurally higher constraints that remain invisible in
aggregated indicators.

- Vulnerable micro-enterprises

The Commission Recommendation of 6 May 2003 on the definition of micro, small, and medium-
sized enterprises classifies a micro-enterprise as a business that employs fewer than 10 persons and
has an annual turnover or balance sheet total not exceeding EUR 2 million.

According to Regulation (EU) 2023/955 establishing the Social Climate Fund, vulnerable micro-
enterprises are defined as: ‘micro-enterprises that are significantly affected by the price impacts of
the inclusion of greenhouse gas emissions from buildings or road transport within the scope of
Directive 2003/87/EC and that, for the purpose of their activity, lack the means either to renovate
the building they occupy, or to purchase zero- and low-emission vehicles or to switch to alternative
sustainable modes of transport, including public transport, as relevant .’ This definition establishes
the relevant context, but it does not provide sufficient criteria to clearly distinguish these
enterprises from others.

To identify a measurable indicator for reaching vulnerable micro-enterprises—while respecting the
definition provided in Regulation (EU) 2023/955—it is appropriate to examine the subsidy
programms implemented in Luxembourg for businesses particularly affected by rising energy prices
following Russia’s aggression against Ukraine. These schemes, which remained in effect until mid-
2024, established a clear link between energy consumption, incurred costs, and the financial
situation of the affected enterprises. A similar logic applies to the anticipated impact of price
increases resulting from the extension of the emissions trading scheme to the building and road
transport sectors under Directive 2003/87/EC (hereinafter referred to as ETS2). The indicators used
to target businesses under previous energy-related subsidy programms will also serve as relevant
vulnerability indicators in this context. Accordingly, a vulnerable micro-enterprise is defined as a
micro-enterprise that is a large energy consumer—specifically, one whose energy costs account for
at least 3% of its annual turnover.

Such enterprises are considered vulnerable due to their high energy consumption relative to their
size and their resulting dependence on fossil energy sources, which remains largely unavoidable at
present. This analytical approach aligns closely with the principles underpinning the Social Climate
Plan, serving the interests of businesses, their employees, and the broader (social) economy in
Luxembourg. The measures proposed are designed to shield vulnerable micro-enterprises from the
expected price increases under ETS2. They focus on both raising awareness and providing targeted
support in the areas of building renovation and transport. For the purposes of eligible costs, only
fossil energy carriers —such as natural gas, heating oil, diesel and petrol — will be taken into account.
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1.5. Projected impact on vulnerable groups

This report is based on a static analysis comparing the situation observed in 2024— the most recent
year for which all required data are available— with a hypothetical scenario incorporating a CO, price
aligned with the estimated ETS2 price at its introduction in 2028. The analysis does not constitute a
time-based forecast; rather, it aims to quantify the direct effects of an increase in the carbon price. In
2024, the national CO, tax stood at €35/t, while the ETS2 scenario assumes a price of €45/t,
representing an increase of €10/t (+29%).

The following report examines, in turn, the impact of this increase on energy prices, household energy
poverty, the compensatory role of the CO, tax credit (CI-CO,), the effect on businesses and the
potential effects on greenhouse-gas emissions.

Household expenditure data are taken from the 2024 Household Budget Survey (EBM), data relating
to the tax credit come from IGSS, and company-related data derive from the 2024 NAMEA (National
Accounting Matrix with Environmental Accounts). Energy-poverty indicators are calculated using
merged SILC and EBM survey data.

1.5.1. Prices of fossil energies

The increase in the CO, price mechanically results in a rise in fossil-energy prices, since the carbon tax
is incorporated into the final prices paid by consumers. The analysis shows that an increase from €35/t
to €45/t would have led, in 2024, to price rises of between 2% and 4.5%, depending on the type of
energy concerned.

Gaz® Heating oil Diesel Petrol
Price in 2024 ‘ 0.949 €/m3 0.790 €/I 1.485 €/I 1.537 €/I
Hypothetical ETS2 price \ 0.973€/m3  0.825 €/l 1.518 €/I 1.568 €/I
Price increase \ 2.5% 4.5% 2.3% 2.0%

Table 1: Price of fossil energies Source: STATEC

This increase remains relatively moderate when compared with the high volatility observed on energy
markets in recent years. Nevertheless, it directly affects household budgets, particularly for those who
rely heavily on fossil fuels for heating and mobility.

However, it is important to highlight a significant uncertainty: in a ‘cap-and-trade’ system such as
ETS2, the carbon price is not set in advance and may fluctuate depending on market conditions.
Moreover, there is no guarantee that suppliers will fully pass on the CO, cost to final prices. The
analysis therefore assumes full transmission of the carbon price to consumers, which represents a
conservative scenario from the perspective of the impact on households.

Another point to keep in mind is that, if the general level of energy prices is higher (or lower), the
relative impact of the increase in the carbon price on overall price levels will be lower (or higher).

1.5.2. Energy poverty

Energy-poverty indicators

Based on the TEE and BRDE indicators, the analysis shows that a €10/t increase in the CO, price would
have only a marginal impact on energy poverty. Depending on the indicator used, the rise in the

6 Average prices (including VAT) for a residential customer in Luxembourg with an annual gas consumption of
2,426 m3,
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energy-poverty rate ranges between 0.1 and 0.3 percentage points. This limited change is explained
in particular by the fact that CO,-related expenditure represents only a relatively small share of the
total energy bill.
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Figure 1: Household energy-poverty rate. Source: STATEC

It is important to note that these indicators do not take fuel expenditure into account, which tends to
underestimate the overall impact of the carbon price, particularly for households that depend on
private cars.

Differences according to residential occupancy status

The analysis also differentiates households according to their occupancy status. Tenants are generally
more exposed to energy poverty than homeowners. In 2024, the energy-poverty rates measured by
the TEE and BRDE indicators were significantly higher for tenants than for owners.

2024: locataire ETS2: locataire 2024: ETS2:
propriétaire propriétaire

_—aaaaa

as % of households
O=NWAUIONOOO-=_NWAOI

B TEE BRDE m TEE & BRDE

Figure 2: Energy-poverty rate by occupancy status. Source: STATEC

However, the additional impact of ETS2 remains limited, regardless of the household’s occupancy
status. The increase in energy poverty linked to the rise in the CO, price ranges from 0.1 to 0.35
percentage points for both tenants and homeowners. These results suggest that, although energy
poverty continues to represent an important social challenge, ETS2 is not, in itself, a major driver of
short-term deterioration.
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TEE BRDE TEE & BRDE
2024 21865 21032 10776
ETS2 22169 21733 11119
Difference 304 701 343

Table 2: Households in energy poverty by indicator. Source: STATEC

1.5.3. CO,-related expenditure in households’ energy bills

Expenditure directly attributable to CO, represents, depending on income quintile, between 5% and
10% of the total energy bill. Their relatively limited weight explains the moderate impact observed on
energy-poverty indicators. By comparison, market energy prices, other components of energy bills—
such as excise duties and network charges—as well as the quantities of energy consumed can play a
more decisive role in the evolution of energy poverty.

2024 ETS2 Dépenses CO,
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Figure 3: CO, expenditure within the household energy bill. Source: STATEC
1.5.4. Impact on micro-enterprises

The introduction of ETS2 concerns not only households but also businesses that are not covered by
the existing ETS system. In this respect, the SCP also provides for specific measures in favour of
micro-enterprises that are vulnerable to the introduction of ETS2. The analysis shows that, overall, an
increase in the CO, price would have only a limited impact on businesses: the additional costs would
remain below 0.5% of intermediate consumption or gross value added across the various economic
sectors. However, the transport sector would record the highest relative increase compared with its
intermediate consumption, due to its strong dependence on fuels.
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Figure 4: Additional costs linked to the increase in the CO; price for businesses. Source: STATEC

1.5.5. Impact on greenhouse-gas emissions
Scenarios
The transport sector is responsible for around 60% of Luxembourg’s GHG emissions. These emissions
depend heavily on fuel sales to non-residents, which makes the country particularly sensitive to price
differences with neighbouring countries.
Two scenarios were analysed:
e Scenario 1: increase in the CO, price only in Luxembourg (€45/t), with no change in
neighbouring countries;
e Scenario 2: introduction of a carbon price of at least €45/t in neighbouring countries,
particularly Belgium.

Scenario Luxembourg Neighbouring countries
2024 | 35€ No change
ETS2 : Scenario 1 | 45 € No change
ETS2 : Scenario 2 | 45 € At least 45€

Table 3: Carbon prices in the different scenarios. Source: STATEC

Scenario results

In Scenario 1, an increase of €10/t in the CO, price would lead to a reduction in emissions of around
3%, due to a decrease in fuel sales to non-residents.

Conversely, in Scenario 2, the introduction of a similar carbon price in neighbouring countries would
make Luxembourg’s prices more attractive again. Despite the increase in the CO, price in Luxembourg,
emissions would then rise by around 2%.
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Across all scenarios analysed, total emissions in 2024 would nevertheless remain below the target set
by the Climate Law.
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Figure 5: GHG emissions in the different scenarios’. Source: STATEC

Conclusion

This analysis shows that the introduction of ETS2, simulated through an increase in the carbon price
from €35/t to €45/t, would have overall moderate effects in Luxembourg. The rise in fossil-energy
prices would remain limited. Consequently, the direct impact on household energy poverty would be
marginal, regardless of occupancy status.

The CO, tax credit plays a central role in mitigating the price increases linked to the carbon tax for
low-income households. In its current form, it offsets a large part of the impact for households in the
lowest income quintiles, although an adjustment of the amounts and, potentially, of the income
thresholds would be necessary to ensure full compensation in the event of a sustained rise in the
carbon price. In the longer term, technological developments and the wider uptake of low-carbon
solutions could, however, reduce the need for compensation.

For businesses, the analysis shows that ETS2 would generate only limited additional costs—below
0.5% of intermediate consumption or gross value added—with the transport sector being the most
exposed due to its strong reliance on fossil fuels.

Finally, the effects of ETS2 on greenhouse-gas emissions depend heavily on the international context.
As a small open economy, Luxembourg is particularly sensitive to differences in carbon prices with
neighbouring countries, especially regarding fuel sales to non-residents. These results highlight the
importance of close European coordination to ensure the environmental effectiveness of the
mechanism. In all scenarios analysed, emissions nevertheless remain in line with national climate
targets.

7 The figures shown in the chart indicate the difference in emissions across the various scenarios compared
with the level of emissions observed in 2024
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2. DESCRIPTION OF MEASURES, INVESTMENTS, INTERMEDIATE VALUES, AND FINAL OBJECTIVES

2.1. Component C1 - building sector

The building sector is a key lever for achieving climate objectives while promoting social justice.
According to the provisional greenhouse gas emissions report for 2024, it accounts for 19.7% of
total emissions.®

Several cross-cutting priority areas must be identified to ensure an integrated, inclusive, and
responsive approach to energy and social challenges.

First and foremost, the systematic integration of social impacts into the development of climate
policy measures is essential. Energy renovation policies should reflect the socio-economic realities
of vulnerable households and micro-enterprises with limited resources, to ensure both fairness and
effectiveness. This entails not only the precise targeting of financial aid, but also the adaptation of
support mechanisms—particularly for vulnerable groups, including tenants and resource-
constrained micro-enterprises.

At the same time, support for infrastructure projects in the building sector—including collective
energy renovations, sustainable social housing initiatives, and the installation of renewable energy
at the local level—must be reinforced. These initiatives, often driven by local or community
dynamics, enable the pooling of resources, reduce costs for households, and optimize
environmental impact. They also contribute to improving quality of life, combating energy poverty,
and strengthening social cohesion within neighbourhoods.

The immediate urban environment of buildings—streets, squares, and public spaces—plays a
central role in fostering a sustainable and socially equitable living environment. These spaces should
be upgraded as areas of proximity, social connection, and shared well-being, particularly in
disadvantaged neighbourhoods where green spaces are scarce or housing suffers from poor
comfort and energy performance. Such areas, marked by overlapping social and environmental
vulnerabilities, require targeted attention in transition policies.

Rethinking public spaces through the lens of social and climate justice is therefore a vital lever for
driving an inclusive ecological transition.

8 Publication du bilan définitif des émissions de gaz a effet de serre de I'année 2024 (AEV) https://environnement.public.lu/fr/klima-an-
energie/changement-climatique/inventaire-ges0/bilan-provisoire-2024.html|
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Measure Title No. 1 Just Transition Fund

Description The Just Transition Fund (JTF), one of the pillars of the European
Union’s Just Transition Mechanism, is a financial instrument
under EU cohesion policy. Its primary objective is to co-finance
projects—up to 50%—that support territories most severely
affected by the adverse impacts of the transition to a climate-
neutral EU economy by 2050.

In Luxembourg, the JTF is implemented through the ERDF and
ESF+ programmes, each of which includes a dedicated priority
axis for the fund. The Grand Duchy’s national allocation for the
JTF amounts to approximately €9.2 million, with around 80% of
resources allocated to the ERDF programme and 20% to the ESF+
programme.

While the operational framework of the JTF is governed by the
ERDF and ESF+ programmes, its strategic framework is defined by
the Territorial Just Transition Plan for Luxembourg (TJTP). This
plan outlines the JTF's intervention area, identifies the sectors
undergoing transformation, sets development objectives, and
specifies eligible operations. It was developed by the Department
of Spatial Planning in close collaboration with the Ministry of the
Economy (MECO, ERDF managing authority) and the Ministry of
Labour (MT, ESF+ managing authority) and was approved by the
European Commission in December 2022.

To address the challenges of transition in the 11 municipalities of
the southern region, the TITP aims, first, to mitigate the costs of
modernising affected sectors, combat energy poverty, promote
sustainable local mobility, and develop renewable energy
sources; and second, to support workers impacted by the
transition through targeted training initiatives.

Type of instrument Economic

Target(s) Vulnerable households
Responsible entity(ies) MECO, MT

Reference(s) Measure No. 104 of the NECP

Article 175 of the Treaty on the Functioning of the European
Union

Regulation (EU) 2021/1056 of the European Parliament and of the
Council of 24 June 2021 establishing the Just Transition Fund
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Measure Title No. 2 Update of the long-term building renovation strategy

Description Luxembourg’s long-term renovation strategy (LTRS), published in
2020, provides a comprehensive overview of the national building
stock, detailing building typologies and their respective energy
consumption profiles. Based on this analysis, a series of targeted
measures were proposed to accelerate the rate of energy
renovations. These measures have since been integrated and
updated within the 2024 Integrated National Energy and Climate
Plan (NECP).

A critical review of municipal planning instruments revealed
several barriers to building renovation and the integration of solar
energy solutions. In response, a proposal to harmonise municipal
regulations concerning renewable energy sources and energy
efficiency improvements in buildings has been submitted to local
authorities. Additionally, a national regulation governing
buildings, public roads, and sites is currently under development.

In line with the European legislative framework, the renovation
strategy must be updated every five years. Under Directive (EU)
2024/1275 on the energy performance of buildings (EPBD), the
LTRS will evolve into the National Building Renovation Plan
(NBRP). The final version of the NBRP must be adopted by 31

December 2026.
Type of instrument Planning
Target(s) Vulnerable households & micro-enterprises
Responsible entity(ies) MECO, Klima-Agence
Reference(s) Langfristige Renovierungsstrategie Luxemburg, MEA 2020

Measure N°316 of the NECP
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Measure Title No. 3 Klimabonus Wunnen subsidy programm

Description The existing subsidy programms play a vital role in promoting
energy-efficient renovation of housing and advancing the
transition toward a more sustainable residential building
stock. However, these schemes may encounter certain
limitations, particularly regarding accessibility. In the spirit of
continuous improvement and social equity, regular
evaluations of the aid programme’s effectiveness are essential
to ensure that financial support remains pragmatic, impactful,
and equitable—while also contributing to national energy
performance and emissions reduction targets.

Accordingly, subsidies—especially those supporting the
construction of sustainable housing, energy-efficient
renovations, technical installations that promote renewable
energy sources, and energy advisory services—are subject to
regular, in-depth reviews. These assessments focus on their
practical implementation, environmental impact, and social
accessibility.

The Klimabonus Wunnen 2026 subsidy programm, effective
from the 1% of January 2026, builds upon the current
framework while introducing adjustments aimed at improving
fairness and simplicity. Under the new scheme, flat-rate
subsidies will be granted regardless of the power output of
renewable energy installations. This revised -calculation
method enables owners of smaller homes with lower-capacity
systems to receive proportionally higher support than before.
Conversely, owners of larger homes will receive slightly
reduced subsidies compared to the current scheme. In
addition, the new scheme introduces the concept of leasing to
finance technical installations that utilise renewable energy
sources.

A pre-financing mechanism for all Klimabonus Wunnen grants
will also be introduced gradually, thereby widening access to
energy-transition projects.

Type of instrument Economic

Target(s) Vulnerable households
Responsible entity(ies) MECB, MECO, Klima-Agence
Reference(s) Measure No. 307 of the NECP

Law of 23 December 2016: Establishes an subsidy programm
to promote sustainability, the rational use of energy, and the
integration of renewable energy sources in the housing sector.
It also amends the Law of 23 December 2004, which created
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the national greenhouse gas emission allowance trading
system.

Grand-Ducal Regulation of 7 April 2022: Defines the
implementing measures for the amended Law of 23 December
2016. It also revises the Grand-Ducal Regulation of 23
December 2016, which originally set out the implementation
details for the subsidy programm promoting sustainability,
energy efficiency, and renewable energy in housing.

Draft bill establishing an aid scheme for the promotion of
sustainability, the rational use of energy and renewable energy
in the housing sector.
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Measure Title

No. 4 Pre-financing under the Klimabonus Wunnen subsidy
programm

Description

For many households, access to financing remains a significant
barrier to undertaking energy renovation projects, replacing
heating systems for decarbonization purposes, and installing
photovoltaic panels. This structural constraint limits the reach and
impact of national energy transition efforts.

In pursuit of climate justice—and to ensure that participation in
such projects is not limited to households or businesses eligible for
traditional bank financing or climate loans—the government will
gradually introduce mechanisms for the pre-financing of climate
subsidies.

Practically speaking, this will enable beneficiaries to advance only
the portion of costs not covered by subsidies for eligible
investments. Simultaneously, participating companies will promptly
receive the public aid amounts, ensuring smooth project execution
and reinforcing trust among economic stakeholders.

Initially, this mechanism was implemented for financial aid relating
to the installation of photovoltaic systems, with the possibility of
adding a domestic battery (see measure No. 5).

Type of instrument

Economic

Target(s)

Vulnerable households

Responsible entity(ies)

MECB, MECO, Klima-Agence

Reference(s)

Measure No. 309 of the NECP
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Measure Title

No. 5 Pre-financing of photovoltaic solar installations

Description

To pave the way for the implementation of the Klimabonus pre-
financing mechanism (see Measure No. 4), the government has
introduced this scheme to photovoltaic solar installations, with the
option of adding a domestic battery. This new measure, which
entered into force in January, enables households and
co-ownerships to benefit immediately from the ‘Klimabonus
Wunnen’ subsidy, which is deducted directly from the final invoice
by the installer, without the need to wait for the State to pay out
the aid.

The two key objectives of this measure are: accelerating
deployment and establishing a third-party payment system. This
system ensures that homeowners only pay the difference between
the total installation cost and the subsidy granted, while ensuring
rapid payment of the subsidy to the installer. This measure helps to
reduce upfront investment costs, simplify administrative
procedures and encourage greater uptake of residential
photovoltaics in Luxembourg..

At this initial stage, applications for pre-financing are processed by
the Ministry of the Economy (MECO), which already has an IT
system capable of fast and efficient processing. This guarantees
swift reimbursement to businesses. Meanwhile, the Environment
Agency (AEV) is developing its own digital tool to take over the
processing of applications once finalized.

Insights gained from this initial rollout will inform the refinement
and gradual expansion of the pre-financing mechanism to other
components of the Klimabonus Wunnen scheme, ensuring its
effectiveness and accessibility for all target groups.

Type of instrument

Economic

Target(s)

Vulnerable households

Responsible entity(ies)

MECB, MECO, Klima-Agence

Reference(s)

Measure No. 30 of the Einfach — Séier — Erneierbar (ESE) Process

Bill No. 8463 Introducing a Pre-Financing Procedure for Solar
Photovoltaic Installations

Grand Ducal Regulation of 19 December 2025 laying down the
procedures for applying for aid under the pre-financing scheme for
photovoltaic solar installations and for registration in the register of
approved installers.
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Measure Title No. 6 Pre-financing of the ‘Topup Social’ energy efficiency
improvement subsidy

Description The energy efficiency improvement subsidy—also referred to
as the ‘Topup Social’ or Klimabonus Wunnen top-up—provides
additional financial assistance to individuals undertaking work
to make their homes more environmentally friendly and
energy efficient. Eligible work must comply with the provisions
outlined in Articles 4 or 5 of the amended law of 23 December
2016, which establishes a subsidy programm for promoting
sustainability, rational energy use, and renewable energy in
the housing sector. This subsidy complements the support
already granted under the Klimabonus Wunnen programme.
The amount awarded through the top-up can reach up to 100%
of the Klimabonus aid previously received.

To further support vulnerable homeowners, the government
is considering the introduction of a voucher system. Beyond its
financial role, the voucher would streamline administrative
procedures, which are often burdensome and complex for
households facing multiple steps in the application process. It
would also serve as a pre-financing mechanism, enabling
beneficiaries to access the necessary funds upfront without
having to advance the costs themselves. One potential avenue
under consideration is the integration of this voucher system
into the national energy renovation support entity (see
Measure No. 9).

Type of instrument Economic

Target(s) Vulnerable households
Responsible entity(ies) MLOGAT

Reference(s) Measure No. 311 of the NECP

Amended Law of 7 August 2023 on Individual Housing
Assistance
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Measure Title

No. 7 Individual housing assistance for energy efficiency
improvements

Description

The amended law of 7 August 2023 on individual housing assistance
introduces support measures that are conditional on household
income. Its primary objective is to promote housing renovation and
mitigate energy poverty caused by rising energy costs, through the
following forms of assistance:

- Improvement grant for energy efficiency (Social Top-Up):
This grant applies to renovation work carried out under
Articles 4 or 5 of the amended law of 23 December 2016,
which established a scheme to promote sustainability,
rational energy use, and renewable energy in the housing
sector. The ‘social top-up’ is awarded in addition to the
financial assistance provided under the Klimabonus
Wunnen scheme. It is available to households with an
income up to the median standard of living (decile 5). The
maximum amount of the bonus corresponds to 100% of the
assistance granted under the Klimabonus Wunnen scheme.

- Aid for energy efficiency improvements via climate loans:
For renovation work financed through climate loans, a
State guarantee and an interest subsidy are provided in
addition to the financial assistance available under the
Klimabonus Wunnen scheme. These measures support
energy renovation efforts in residential dwellings.

In this context, the government intends to apply the pre-financing
mechanism (measures No.4 and 5) to the energy efficiency
improvement bonus (Topup Social) outlined in measure No.6, and
to implement a comprehensive overhaul of the climate loan system
(measure No.8).

To enhance the effectiveness of the individual housing assistance
scheme, the government will exclude the ‘Social Top-Up’ grant from
the capital assistance ceiling—currently set at €35,000 per
beneficiary—thereby reinforcing support for energy renovation
efforts.

As part of the program’s further development, it is also planned to
introduce additional specific support for the acquisition of
‘Plug&Play’ balcony photovoltaic systems. This will enable the
vulnerable households concerned to reduce their daily electricity
expenses and directly benefit from the electricity produced for their
domestic needs.

Type of instrument

Economic

Target(s)

Vulnerable households

Responsible entity(ies)

MLOGAT
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Reference(s)

Measure No. 311 of the NECP

Amended Law of 7 August 2023 on Individual Housing Assistance
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Measure Title

No. 8 Overhaul of climate loans

Description

For many households, access to financing remains a significant
barrier to undertaking energy renovation work, replacing heating
systems for decarbonization purposes, or installing photovoltaic
equipment. This structural obstacle substantially undermines the
effectiveness of public policies aimed at advancing the energy
transition.

In response, the government is considering a reform of the current
climate loan scheme to enhance the investment capacity of low-
income homeowners. This reform may include, where appropriate,
adjusting interest rates based on the income level of the applicant
household, as well as reassessing the ceiling on capital aid to better
reflect the scale of investment required for meaningful energy
renovation. The objective is to reinforce both the equity and social
impact of the scheme.

Given that certain income levels may be excluded by default from
eligibility for the climate loan, as they do not allow compliance with
the residual-income criterion after deducting fixed charges and loan
repayments, further consideration will be required regarding the
complementarity of the different financial-aid schemes, in order to
ensure a coherent and accessible approach for the households
concerned.

Type of instrument

Economic

Target(s)

Vulnerable households

Responsible entity(ies)

MLOGAT, MECB, MECO

Reference(s)

Measure No. 310 of the NECP
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Measure Title

No. 9 Establishment of a national entity supporting energy
renovation, decarbonization, and photovoltaic installation in
residential buildings

Description

The energy renovation of the least efficient residential buildings
represents a key lever for achieving national objectives related to
greenhouse gas reduction, improved energy efficiency, and the
expansion of renewable energy production. However, the
complexity of administrative procedures, high associated costs, and
the absence of continuous, structured support significantly hinder
progress. In addition, the heterogeneity of the building stock and
the lack of standardised approaches limit the feasibility of large-
scale renovation efforts.

In response, Luxembourg intends to strengthen support for owners
of low-energy-performance residential buildings, fostering an
ambitious, inclusive, and phased renovation dynamic. This initiative
aligns with new European requirements under the Energy
Performance of Buildings Directive (EPBD, (EU) 2024/1275),
currently in the process of transposition.

To structure this effort and provide active stakeholder support, the
government plans to establish a national entity dedicated to energy
renovation, decarbonization, and the installation of photovoltaic
systems in residential buildings. This entity will offer end-to-end
assistance—from identifying potential improvements to overseeing
implementation—while integrating existing support mechanismes. It
will target residential property owners, whether occupants or
landlords, who voluntarily commit to energy renovation projects.

The entity’s structure will be modelled on existing frameworks,
such as the Klima-Agence. It will not replace market actors but will
operate in close coordination with them—particularly certified
energy advisers, members of the OAI, design offices, and skilled
tradespeople—as is already the case under the Climate pact (pacte
climat) for municipalities.

The main roles of this entity will include:

- ldentifying low-performance buildings based on energy
performance certificates (EPCs) and nationally defined
criteria.

- Developing a national and local typology of targeted
buildings to standardise renovation approaches and
facilitate the planning of ambitious renovations.

- Raising awareness and mobilising homeowners, in
collaboration with municipalities, social services, the
National Institute for Architectural Heritage (INPA), and
other relevant stakeholders.

- Managing and providing access to energy renovation
advisors, sourced from existing market structures.
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- Supporting the planning, financing, and implementation of
renovation, decarbonization, and photovoltaic installation
measures.

- Ensuring quality assurance through the certification of
energy advisors.

- Promoting existing financial subsidy programmes.

- Assisting vulnerable households with subsidy applications,
including the introduction of a voucher system (see
Measure No. 11).

Initial pilot initiatives aimed at developing such an entity are
currently being conducted under the Zesumme rénovéieren project,
launched and led by the Klima-Agence. This project is testing an
integrated approach built around a building typology—further
refined using a renovation simulator—and the deployment of
neighbourhood managers to support homeowners, engage local
stakeholders, and facilitate coordination across the value chain.

The planned expansion of this approach, now under development,
underscores the relevance of establishing a single public point of
contact capable of ensuring coordination, standardisation, and
comprehensive support. In this context, the evolution of the Klima-
Agence into a public ‘one-stop shop’ designed to provide enhanced
assistance to various target groups emerges as a logical and
strategic progression. This transformation would help make the
challenges of energy and climate transition more tangible and
accessible to Luxembourg society, across all issues related to energy
efficiency and climate protection.

Type of instrument

Regulatory, Research

Target(s)

Vulnerable households

Responsible entity(ies)

MECO, MECB, Klima-Agence

Reference(s)

Measure No. 327 - NECP
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Measure Title

No. 10 Energy renovation of vacant dwellings

Description

The government plans to launch a pilot project aimed at private
property owners who have a vacant dwelling in need of energy
renovation.

The government would cover part of the energy renovation work for
a vacant dwelling, on the condition that the owner makes the
property available to a social housing provider for a specified period
(for example, 10 or 20 years, as deemed appropriate).

Government funding for the renovation work could be subject to a
maximum amount, and the rate of support could depend on the
duration for which the owner makes the dwelling available.

The government would issue a call for projects aimed at private
property owners meeting certain criteria. The State’s financial
contribution could be capped at a maximum amount.

The results and feedback gathered as part of this pilot project may
be capitalised on in future projects or schemes related to energy
renovation and the creation of housing for vulnerable households,
where appropriate also in the context of research activities.

Type of instrument

Economic, Research

Target(s)

Vulnerable households

Responsible entity(ies)

MLOGAT, MECB, MECO

Reference(s)
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Measure Title

No. 11 State aid for the energy renovation of functional buildings

Description

Bill No. 8597 is part of the implementation of the 2023-2028
coalition agreement, which states that for functional buildings,
‘medium-term objectives will be achieved through short-term
incentives.” The bill introduces a new subsidy programm designed
to encourage owners of functional buildings to undertake energy
efficiency improvements ahead of future legal obligations for non-
residential buildings. These forthcoming requirements will be
established in accordance with Directive (EU) 2024/1275, which
mandates the introduction of minimum energy performance
standards to be met from 2030 onwards.

The subsidy programm supports energy renovation through a range
of eligible measures, including improving the thermal insulation of
the building envelope, installing controlled mechanical ventilation
with heat recovery, and installing a heat pump. It also covers the
cost of conducting a feasibility study or energy consultation to
identify appropriate renovation strategies and develop a tailored
energy renovation concept. This concept must aim to meet, at
minimum, the required energy performance level based on the
building’s initial classification:

— Buildings with an energy class below E prior to renovation
must achieve class E or better after the work;

- Buildings already rated class E or higher must reach at least
class D and improve by a minimum of one energy class.

Type of instrument

Economic

Target(s)

Vulnerable micro-enterprises

Responsible entity(ies)

MECO

Reference(s)

Bill No. 8597 concerning an subsidy programm for investment in
energy renovation works for functional buildings
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Measure Title No. 12 Facilitation of energy-related work in co-owned buildings

Description The Act of 30 June 2022, which amends the revised Act of 16 May
1975 on the status of co-ownership of buildings, introduces
several measures to facilitate energy renovation in jointly owned
properties. One of the key changes is the simplification of decision-
making procedures for certain types of work. Previously requiring
a three-quarters majority, the following works can now be
approved by an absolute majority of all co-owners: Energy
renovation, insulation, installation of energy production and
storage systems using renewable energy sources in common
areas. If no decision is reached under this condition, a simple
majority of co-owners present or represented at a subsequent
general meeting will suffice.

The law also establishes a mandatory works fund for co-
ownerships. This fund is intended to help co-owners gradually
build financial reserves, enabling them to better anticipate and
cover the costs of future works. Its existence facilitates—or even
makes possible—the execution of maintenance, repair,
improvement, conversion, and energy renovation projects, as well
as the installation of renewable energy systems.

In this context, an analysis will be conducted to assess whether the
thresholds for establishing a works fund should be adjusted for
buildings with poor energy performance.

To further support collective decision-making around energy
renovation, Klima-Agence, in collaboration with the Ministry of the
Economy and the Groupement des Syndics Professionnels du
Grand-Duché de Luxembourg (GSPL), is leading the pilot project
‘Energy renovation of co-owned properties’. The initiative aims to
encourage property managers and co-owners’ associations of low-
energy-performance buildings to undertake renovation projects
based on feasibility studies conducted according to predefined
specifications.

These studies provide tailored recommendations to improve
energy efficiency and assess the financial viability of proposed
investments before any renovation begins. Following a call for
projects, five co-ownerships were selected to receive co-financing
covering up to 90% of the feasibility study costs.

Type of instrument Regulatory, Research

Target(s) Vulnerable households
Responsible entity(ies) Klima-Agence, MECO, MLOGAT
Reference(s) Measure No. 325 of the NECP
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Law of 30 June 2022 amending the revisited Law of 16 May 1975
concerning the status of co-owned buildings, introducing a
mandatory works fund
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Measure Title

No. 13 Study on the rental challenges of the energy transition

Description

With a view to promoting social justice in the context of the energy
transition, a study will be launched to identify and analyse concrete
measures to better protect tenants—particularly the most
vulnerable—from the combined effects of rising energy prices and
the lack of energy renovation in the rental housing stock.

The study will focus specifically on situations in which insufficient
investment in energy renovation results in higher living costs for
tenants, without any corresponding improvement in comfort or
energy performance. This phenomenon disproportionately affects
vulnerable households, especially in a context of volatile and rising
fossil fuel prices.

The objective of the study is to identify effective levers to stimulate
the necessary investments, while ensuring a fair distribution of
costs and benefits between landlords and tenants. It also seeks to
ensure that the efforts made by landlords are supported by
appropriate policy instruments. Particular attention will be paid to
the most vulnerable tenants, in order to better target the
protection and support measures to be implemented. The work and
reflections carried out in this context will involve bringing together
the various stakeholders concerned, in particular actors from the
housing and social sectors, representatives of tenants and
homeowners, as well as the competent public authorities.

The study will concentrate on three key areas:

e compensation or targeted support mechanisms for
tenants;

e legal, fiscal, regulatory, and advisory tools to encourage
and assist landlords in undertaking energy renovation;

e analysis of structural barriers and potential solutions to
promote a more equitable distribution of responsibilities
and benefits related to the energy transition in the rental
sector.

Among the options under consideration are the linkage of energy
performance to rent caps, and the staggering or conditional
allocation of Klimabonus Wunnen financial assistance based on
landlords’ concrete commitments to improving the energy
efficiency of their rental properties.

The study will also incorporate findings and discussions from the
adoption of the Law of 20 December 2019, which defines criteria
for the health, hygiene, safety, and habitability of housing and
rooms rented or made available for residential use.

Type of instrument

Research
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Target(s)

Vulnerable households

Responsible entity(ies)

Klima-Agence, MLOGAT, MECO, MECB

Reference(s)
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Measure Title

No. 14 Financial contributions to the construction of affordable
rental and sale housing (Aides a la pierre)

Description

Aides a la pierre are financial contributions granted to social
developers to support the construction of affordable or low-cost
housing. The amended Law of 7 August 2023 on affordable housing
provides these contributions to encourage the development of
such housing projects. Eligible costs are covered across five
categories:

- the category relating to undeveloped land and special
development;

- the category relating to ordinary servicing;

- the category relating to serviced land;

- the category relating to the construction of affordable
housing;

- the category relating to the renovation (e.g. energy
efficiency) of housing intended for affordable rental.

Social developers may receive up to 75% of eligible costs for
affordable rental housing, while public developers are eligible for
up to 50% for affordable housing intended for sale. These subsidies
are conditional on long-term allocation: 40 years for non-profit
developers and the full lifetime of the housing for public
developers.

In order to further encourage deep renovation and energy
retrofitting in the affordable rental housing sector, it is proposed to
introduce a new 30% ‘top-up’ on the standard capital grants, which
can amount to up to 75%. This top-up would be cumulative with the
existing increases for climate-resilience measures and for
innovative housing, up to a limit of 40%.

The ministerial regulation of 5 May 2025, which sets out
specifications for the development of affordable housing,
consolidates recommendations on urban planning, architectural
quality, and cost-effectiveness. To support the evaluation of
housing subsidy applications, the Ministry of Housing and Spatial
Planning has established an advisory committee—the Commission
d’accompagnement des Aides a la pierre (CAAP)—which provides
expert guidance to the Minister.

In this context, the government also plans to include photovoltaic
installations (with power specifications to be defined) among the
technical equipment eligible for aid under the amended law of 7
August 2023 on affordable housing (see measure No. 15).

Type of instrument

Economic

Target(s)

Vulnerable households
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Responsible entity(ies)

MLOGAT

Reference(s)

Measure No. 312 of the NECP

Amended Law of 7 August 2023 on Affordable Housing
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Measure Title

No. 15 Support for the installation of photovoltaic systems in
affordable housing

Description

The potential for renewable energy production through
photovoltaic systems remains largely untapped in the building
sector, particularly within affordable housing. When affordable
housing is developed by social entities—such as municipalities, the
Housing Fund, the National Low-Cost Housing Administration, non-
profit organisations, or foundations—photovoltaic installations are
currently excluded from financial contributions under the aid
provided by the amended Act of 7 August 2023 on affordable
housing.

It is important to note that installing photovoltaic panels on
buildings designated for affordable housing may lead to increased
investment costs for social developers. In cases of resale, these
installations may also generate additional costs for purchasers,
which fall outside the scope of existing housing subsidies. These
financial burdens can pose a significant barrier to the widespread
adoption of photovoltaic technologies, particularly among
vulnerable households. Nevertheless, integrating photovoltaics into
affordable housing represents a strategic lever for accelerating the
energy transition in the residential sector.

To this end, within the framework of the national consultation
‘Einfach — Séier — Erneierbar’, the following measure has already
been adopted:

e Include photovoltaic installations  (with  power
specifications to be defined) among the technical
equipment eligible for aid under the Act of 7 August 2023
on affordable housing. This would be conditional on the
electricity produced being made directly available to
tenants. In this case, the social developer would no longer
be eligible for investment aid under the Klimabonus scheme
if the photovoltaic installation has already been subsidised
through the Aides a la pierre framework. This exclusion
from Klimabonus would be addressed in a future
amendment to the relevant legislation.

Other support measures are also being examined and will be subject
to detailed analysis, and may be adopted where appropriate:

e A legal requirement to install solar panels on all new
affordable housing developments;

e Removing the 10-year age restriction on buildings to qualify
for the ‘social top-up’ when installing solar panels;

e Financial support for local authorities offering affordable
housing that are unable to benefit from a return on invested
capital. It should be noted that amendments to the
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amended Act of 7 August 2023 on affordable housing have
been tabled. Once these amendments are adopted, local
authorities will be able to benefit from a return on invested
capital;

Introduction of a separate scheme (for affordable housing) under
the Klimabonus support scheme, provided that the electricity
generated by the photovoltaic installation on the affordable
housing is made directly available to tenants. The government
intends to conduct a thorough evaluation of those options to
determine which approach will most effectively and equitably
support the development of photovoltaic energy in affordable
housing.

Type of instrument

Economic

Target(s)

Vulnerable households

Responsible entity(ies)

MLOGAT, MECB, MECO, Municipalities, Klima-Agence

Reference(s)

Measure 36 of the ESE process
Law of 7 August 2023 on Affordable Housing

Legislation on Klimabonus subsidies
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Measure Title

No. 16 Installation of photovoltaic systems on residential
buildings

Description

The potential for renewable energy production in the building
sector—particularly through photovoltaic systems—remains
significantly underutilized, especially in the case of new residential
construction. Yet, the integration of these technologies is a critical
lever for accelerating the energy transition. High initial installation
costs continue to pose a substantial barrier for many households,
limiting the widespread adoption of photovoltaic solutions.

To address this challenge and ensure equitable and structured
implementation, the government will introduce a mandatory
standard requiring the installation of photovoltaic systems on new
residential buildings, covering a minimum portion of the roof
surface. This regulatory measure forms part of a broader strategy
to progressively expand the use of renewable energy within the
housing sector. The costs will be pre-financed by the state if the
individuals concerned are unable to finance the installation.

As part of the national consultation Einfach — Séier — Erneierbar, it
is proposed to enshrine in legislation a ‘right to photovoltaics,’
aimed at facilitating the installation of photovoltaic systems in
condominiums where the necessary majority cannot be achieved at
a general meeting. Complementing this initiative, it is also proposed
to enhance the advisory and support services provided to property
managers by Klima-Agence.

Type of instrument

Regulatory

Target(s)

Vulnerable households

Responsible entity(ies)

MECO, MECB, Klima-Agence

Reference(s)

Measure No. 205 — NECP

Measure No. 48 of the ESE Process
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Measure Title No. 17 Social leasing — heat pumps and photovoltaic panels

Description Despite existing subsidy programmes, the initial investment
required to install photovoltaic panels, domestic batteries, or
sustainable heating systems—such as heat pumps—remains a
significant obstacle for many vulnerable households. This financial
barrier perpetuates reliance on fossil fuels, exposing these
households to rising energy costs and depriving them of the
benefits of the energy transition, particularly in terms of self-
consumption and energy autonomy.

To address these barriers and provide more effective support, the
government will assess the feasibility of introducing a social
leasing model for photovoltaic installations, potentially including
domestic batteries and heat pumps. Inspired by the mechanism
currently under development for social car leasing, this scheme
would offer affordable and flexible monthly payment plans that
cover maintenance and repair costs, and, where appropriate,
include an option to purchase at the end of the contract. These
analyses will also help to assess the extent to which such
installations could be considered for vulnerable households.

The overarching goal is to provide a simple, inclusive solution that
enables vulnerable households to benefit directly from the
economic and environmental advantages of the energy
transition—without the burden of a substantial upfront

investment.
Type of instrument Economic
Target(s) Vulnerable households
Responsible entity(ies) MECB, MECO

Reference(s)
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Measure Title No. 18 ‘State Energy Community’ for sharing renewable
electricity with vulnerable households and micro-enterprises

Description Despite existing subsidy programmes, the initial investment
required to install photovoltaic panels remains beyond reach
for many low-income households and micro-enterprises. This
financial constraint hampers the adoption of decentralised
solar technologies, which are essential for achieving an
inclusive and sustainable energy transition.

While this barrier may be addressed through the social leasing
model (see Measure No. 17), its implementation can be
hindered by factors such as limited available space, technical
constraints, or other contextual limitations. As a result,
households and micro-enterprises unable to install their own
photovoltaic systems are excluded from the benefits of self-
consumption and enhanced energy flexibility. Consequently,
they are likely to face higher average electricity costs
compared to those able to invest directly in the energy
transition.

The State possesses suitable areas for the installation of
renewable energy infrastructure—including land along
motorways and State-owned buildings and properties—
particularly for photovoltaic energy and, where appropriate,
wind energy. Depending on the location, the State may not be
able to consume all, or part of the electricity produced on site.
In such cases, it could either redirect this electricity to other
State-owned consumption sites or make it available to
vulnerable households and/or micro-enterprises under
affordable conditions through electricity sharing. When
implemented locally, such sharing could also yield positive
effects on electricity networks, where applicable.

A study will be undertaken to examine the practical modalities
of this model, in line with the provisions of the amended Law
of 1 August 2007 on the organisation of the electricity market,
which incorporates relevant European directives addressing
energy poverty. The transposition of Directive (EU) 2024/1711
of 13 June 2024 on improving the organisation of the
electricity market provides that energy-sharing projects
carried out by public authorities must enable vulnerable
households and people experiencing energy poverty to access
a share of the electricity produced, with the aim that, on
average, at least 10% of the energy shared be allocated to

them.
Type of instrument Regulatory
Target(s) Vulnerable households and micro-enterprises
Responsible entity(ies) MECO
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Reference(s)

Directive (EU) 2024/1711 of the European Parliament and of
the Council of 13 June 2024 amending Directives (EU)
2018/2001 and (EU) 2019/944 as regards improving the
organisation of the Union’s electricity market.
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Measure Title No. 19 Awareness-raising, information, and advisory services
on buildings

Description Klima-Agence offers a comprehensive range of services aimed
at raising awareness and informing various stakeholders about
energy-related issues in buildings.

For owners and tenants of residential buildings, Klima-Agence
provides a basic advisory service designed to offer an initial
overview of energy renovation options and available financial
assistance—particularly through its subsidy simulator and
energy renovation simulator. During consultations, Klima-
Agence advisers also provide guidance on the conditions for
obtaining an Energy Performance Certificate (EPC), the
mandatory heating system assessment (Heizungscheck), and
measures to optimise and modernise heating systems.

Klima-Agence regularly conducts awareness campaigns,
typically in collaboration with the relevant ministry or
ministries, addressing topical issues such as the launch of new
subsidy programms, the promotion of renewable energy, and
other energy transition priorities.

At the municipal level, these initiatives fall under the
framework of Climate pact (pacte climat) 2.0, which
encourages measures including the renovation of municipal
buildings. In this context, a dedicated energy renovation
adviser supports municipalities at a strategic level (see
Measure No. 22).

For businesses, the Klimapakt fir Betriber offers targeted
measures to improve the energy performance of commercial
buildings (see Measure No. 23).

Type of instrument Information

Target(s) Vulnerable households and micro-enterprises
Responsible entity(ies) Klima-Agence, MECO, MECB, MLOGAT
Reference(s) Measure No. 317 of the NECP
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Measure Title No. 20 Assistance for energy-poor households

Description The Assistance for fuel-poor households programme is designed to
provide targeted support to vulnerable households experiencing
fuel poverty—defined as households lacking sufficient financial
means to adequately heat their homes and/or having been unable
to pay electricity, gas, water, or heating bills within the past 12
months.

Eligible households are identified, contacted, and informed about
this specific assistance offer by social services.

Support includes personalised energy advice provided by Klima-
Agence, along with a subsidy for the replacement of one or more
energy-intensive household appliances and/or the purchase of
new energy-efficient appliances (e.g. refrigerator, freezer,
dishwasher, washing machine, and tumble dryer). This service
aims not only to inform and raise awareness, but also to improve
the living conditions and overall quality of life of the households
concerned.

To guide the development of the programme, an in-depth analysis
was conducted based on field feedback and consultations with
relevant social actors. The following key priorities were identified:

e implementation of a specific procedure for emergency
cases;

e administrative simplification and digitisation of the
process;

e expansion of access points beyond social services offices;

e strengthening/developing partnerships and diversifying
awareness-raising formats.

In addition, it is proposed to extend the approach to actors active
in the management of social housing, so that they may act as
programme partners and support Klima-Agence in implementing
the appliance-replacement scheme.

In the context of the programme’s development, Klima-Agence
will study the modalities of the introduction of an additional
specific support measure for the acquisition of “Plug & Play”
balcony photovoltaic systems, enabling the vulnerable
households concerned to reduce their daily electricity expenses
and to directly benefit from the electricity produced for their
domestic needs.

Type of instrument Information, Economic
Target(s) Vulnerable households
Responsible entity(ies) Klima-Agence, MECO, MFSVA, MECB
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Reference(s)

Measure No. 329 of the NECP
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Measure Title No. 21 Specialised energy advisory service for replacing fossil
fuel heating systems with renewable solutions

Description For many vulnerable homeowners, the cost of replacing fossil fuel-
based heating systems presents a significant barrier to
transitioning toward renewable energy solutions. Despite the
availability of existing schemes and financial assistance, these
households often remain excluded from the decarbonization of
the residential sector due to insufficient financial resources.

As part of the Assistance for fuel-poor households programme (see
Measure No. 20), the government plans to strengthen Klima-
Agence’s specialised energy advisory service, with a focus on
supporting the replacement of fossil fuel heating systems with
renewable alternatives. Individualised support will be provided by
energy advisers, working in close collaboration with social actors
such as social services.

Key tasks will include:

e identifying vulnerable homeowners;

e conducting an initial, neutral, and free assessment of the
property;

e assisting in the collection of quotes from qualified
companies, as part of Klima-Agence’s basic advisory
service;

e supporting the preparation and submission of grant
applications.

This targeted approach aims to eliminate the technical, financial,
and administrative barriers that hinder energy renovation efforts
among the most vulnerable homeowners, thereby promoting a
more inclusive energy transition.

Type of instrument Regulatory, Budgetary

Target(s) Vulnerable households

Responsible entity(ies) Klima-Agence, MECO, MECB, MLOGAT
Reference(s)
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Measure Title No. 22 Strengthening the social dimension of Climate pact
(pacte climat) 2.0 with municipalities

Description As part of Climate pact (pacte climat) 2.0, municipalities will be
encouraged to broaden the remit of the Klimaschdffen to
include responsibilities related to the just transition.

To reinforce the social dimension and ensure consistent
implementation, it is proposed to establish structured
coordination between Klimaschdffen, municipal social officers
(Sozialschdffen), and social services. The development of clear
guidelines will provide an operational framework and the
necessary tools to effectively address the social components of
climate-related initiatives.

In this context, targeted support will be offered to
Klimaschdiffen, particularly through the organisation of
dedicated events and participatory workshops in close
collaboration with actors from the social sector.

These measures aim to equip Klimaschdffen with the
knowledge and resources needed to become key drivers of the
just transition at the local level, complementing the technical
actions already in place.

Simultaneously, Klima-Agence will carry out a comparative
analysis of international projects to identify concrete
opportunities for enriching or adapting the existing measures
within the Climate pact (pacte climat) catalogue.

Type of instrument Voluntary agreement

Target(s) Vulnerable households and micro-enterprises
Responsible entity(ies) MECB, Klima-Agence, Municipalities
Reference(s) Measure No. 106 of the NECP

Law of 25 June 2021 Establishing a Climate pact (pacte climat)
2.0 with Municipalities
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Measure Title

No. 23 Climate pact (pacte climat) for Businesses (Klimapakt fir
Betriber) — Basic advisory services for vulnerable micro-
enterprises

Description

The Climate pact (pacte climat) for Businesses (KPB — Klimapakt fir
Betriber), primarily targeting small and medium-sized enterprises
(SMEs), serves as a strategic guidance platform that facilitates
consultation, coordinated implementation of projects and activities
among various stakeholders, and the management of new
programmes supporting the shared goal of climate protection and
energy transition in the business sector. It is based on voluntary
commitments by participating businesses, enabling long-term
monitoring of their decarbonization and energy transition efforts.

The KPB encompasses both existing and emerging support
measures, as well as programmes yet to be developed according to
identified needs, in compliance with state aid regulations.

It offers a comprehensive overview and ensures consistency across
all services available to support businesses and the broader
economy in their decarbonization and energy transition efforts.
These services include expert advice, access to practical toolkits, co-
financing opportunities, and networking—both between key
stakeholders and businesses, and among businesses themselves.

Vulnerable micro-enterprises face distinct challenges in engaging
with the energy transition and decarbonising their operations.
Success in this area hinges on tailored support and ongoing
monitoring. To this end, it is proposed to establish a basic advisory
service—delivered by institutional advisers within the KPB—
focused on cost control, energy consumption, decarbonization
strategies, and presentation of co-financing options for transition
projects. This advisory service will serve as the foundation for
continued monitoring and guidance, helping micro-enterprises
access tools such as the Potenzialcheck with a corresponding action
plan, and facilitating connections with implementation partners.

The KPB is overseen by a steering committee and jointly managed
by Luxinnovation and Klima-Agence. The steering committee
comprises representatives from MECO, MECB, Klima-Agence,
Luxinnovation, FdA, FEDIL, CdM, CdC, and the Luxembourg
Confederation.

Type of instrument

Voluntary agreement

Target(s)

Vulnerable micro-enterprises

Responsible entity(ies)

Klima-Agence, Luxinnovation, MECO, MECB,

Reference(s)

Measure No. 511 of the NECP
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Measure Title No. 24 General aid for SMEs — Investment support

Description The government is committed to promoting the sustainable
development of small and medium-sized enterprises (SMEs) by
exploring targeted adjustments to financial support
mechanisms and developing assistance models tailored to the
specific realities of these businesses. Additionally, an
expansion of the SME Packages offering is under consideration
to better address the various stages of business development
and the diversity of sectors.

A new subsidy programm for SMEs has been introduced, valid
until the 30th of September 2026, covering 50% of eligible
costs for the installation of private charging infrastructure by
small businesses.

Furthermore, an amendment to the framework law on state
aid for SMEs has been tabled. This legislative update aims to
respond more effectively to current challenges, particularly
those related to investment in the initial creation of
businesses, in alignment with national climate and economic

priorities.
Type of instrument Economic
Target(s) Vulnerable micro-enterprises
Responsible entity(ies) MECO
Reference(s) Measure No. 515 of the NECP

Nill n°8475 amending: the amended Law of 9 August 2018 on
an aid scheme in favour of small and medium-sized
enterprises; the amended Law of 30 June 2004 establishing a
general framework for aid schemes in favour of the
middle-class sector.

Amended Law of 26 July 2022 on the subsidy programm for
enterprises investing in charging infrastructure for electric
vehicles
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Measure Title No. 25 Subsidy programm for businesses — Environmental
and climate protection

Description To contribute effectively to the decarbonization of the
economy, businesses must have access to support instruments
tailored to innovative technologies and emerging forms of
sustainable investment. The current legal framework, which is
largely based on traditional approaches, does not yet fully
address the rapidly evolving needs—particularly in the areas of
sustainable mobility, energy performance, and the transition
to a circular economy.

To optimise the environmental impact of public funds and
ensure their effective mobilisation by economic actors, a
targeted update of existing subsidy programms was required.

In this context, the government has revised of the Law of 15
December 2017 on the subsidy programm for environmental
protection, aligned with the General Block Exemption
Regulation (GBER). This revision is informed by an in-depth
assessment of new opportunities in key areas such as the
decarbonization of industrial processes, transport and
charging infrastructure, hydrogen production, carbon capture
and utilisation (CCU), energy performance contracts, and
circular economy initiatives.

The new subsidy programms allow to support investment
through a range of financial instruments, including capital
grants, repayable advances, and interest subsidies. Certain
schemes will be awarded through competitive procedures to
maximise environmental impact while ensuring efficient
allocation of public funds, in line with the principle of minimum
necessary aid.

Type of instrument Economic

Target(s) Vulnerable micro-enterprises
Responsible entity(ies) MECO

Reference(s) Measure No. 516 of the NECP

Law of 8 December 2025 on the renewal of the aid scheme for
environmental and climate protection and amending: 1° the
amended Law of 20 July 2017 on the establishment of a
regional investment subsidy programm 2° the Law of 15 July
2022 establishing an subsidy programm within the framework
of the greenhouse gas emission allowance trading system for
the period 2021-2030
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Measure Title No. 26 SME Packages-Sustainability

Description The SME Packages-Sustainability programme targets small and
medium-sized enterprises (SMEs) seeking to address the
challenges and harness the opportunities of the sustainable
transition. Its objective is to initiate tailored support for
Luxembourg-based SMEs by facilitating the implementation of
concrete solutions that reduce environmental impact and
generate cost savings. These solutions may include reductions
in energy or water consumption, improved waste
management practices, or measures to lower carbon

emissions.
Type of instrument Economic
Target(s) Vulnerable micro-enterprises
Responsible entity(ies) MECO
Reference(s) Measure No. 514 of the NECP

Amended Law of 9 August 2018 on an subsidy programm for
small and medium-sized enterprises

Draft Law No. 8475 amending the amended Law of 9 August
2018 on a subsidy programm for small and medium-sized
enterprises
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Measure Title No. 27 State contribution to electricity network usage costs

Description Affordable electricity prices are a key lever for ensuring a fair
and sustainable energy transition. In Luxembourg, electricity
prices remain consistently below the European average—an
important social and economic asset that merits preservation.
Moderate pricing directly supports electrification, a
cornerstone of decarbonization, while freeing up resources for
investments in energy efficiency, renewable energy, and the
broader energy transition.

In this context, the government has committed to contributing
to the long-term stabilisation of electricity prices through a
contribution of €150 million in 2026 (and for at least three
years) towards the costs associated with the use of electricity
networks. This measure will substantially relieve all
customers—both private households and businesses—and will
apply automatically. It will particularly benefit vulnerable
households and micro-enterprises, for whom energy costs
weigh more heavily, thereby strengthening the social
dimension of the energy transition.

Type of instrument Economic

Target(s) Vulnerable households and micro-enterprises

Responsible entity(ies) MECO

Reference(s) Law of 19 December 2025 on a State contribution to the costs
to be passed on in tariffs for the use of electricity networks for
the year 2026
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Measure Title No. 28 Administrative simplification for micro-enterprises

Description The government aims to simplify the administrative
procedures faced by businesses, particularly SMEs. In this
context, it is planned to streamline state aid and establish
simplified procedures for SMEs in order to facilitate access to
support.

Furthermore, the creation of a visualization tool for the
application and decision-making process related to the
granting of aid to microenterprises is envisaged. Designed in
the form of a decision tree or a similar tool, this instrument will
help facilitate applicant support, clarify the various
administrative steps, and make the available aid options more
transparent depending on each situation.

In line with the European Union’s ‘Small Business Act’, the
government will also ensure compliance with the principle of
Think Small First, meaning that the needs of microenterprises
will be given priority consideration when designing policies
and legislation.

Furthermore, the possibility of introducing a ‘middle-class
clause’ in legislation will be examined, so that the impact of
new measures is systematically assessed in light of the realities
faced by small structures, and in particular microenterprises.

Bill No. 8475 provides for enhanced digitalisation of
procedures, with smoother online processes and clearly
defined processing deadlines. New aid schemes will be
introduced, notably for investments related to digitalisation,
the ecological transition, and for first-time investments in the
context of newly created enterprises. Finally, the introduction
of the ‘once-only’ principle and a ‘silence means consent’
mechanism will help to streamline and speed up
administrative formalities.

Type of instrument Economic

Target(s) Vulnerable micro-enterprises

Responsible entity(ies) MECO

Reference(s) Bill No. 8475 amending: 1° the amended Law of 9 August 2018

on an aid scheme in favour of small and medium-sized
enterprises; 2° the amended Law of 30 June 2004 establishing
a general framework for aid schemes in favour of the
middle-class sector
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Measure Title No. 29 Zero-interest ‘Competitiveness and Sustainability
Loan’

Description The government has launched a new financial instrument to
strengthen the competitiveness and long-term resilience of
Luxembourg companies: the Competitiveness/Sustainability
Loan (PCP).

The PCP is primarily aimed at SMEs for any type of project that
contributes to their competitiveness/sustainability. It provides
stable and affordable financing, interest-free under the
European “de minimis” regime, and complements financing
granted by intermediary banks.

Structured to work alongside commercial bank loans, the PCP
acts as a catalyst to unlock additional resources for businesses,
while minimizing administrative formalitiesfor applicants, who
do not have to fill out any additional paperwork. SNCI co-
finances up to 80% of the eligible investment, capped at
€200,000 per project with a loan term of up to 10 years. The
partner bank finances at least 20% of the project and supports
its client throughout the application process.

Type of instrument Economic

Target(s) Vulnerable micro-enterprises
Responsible entity(ies) SNCI, MECO, MFIN
Reference(s)
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2.2. Component C2 — transport sector

The transport sector is the main source of greenhouse gas emissions in Luxembourg,
accounting for 59.1% in 2024. This sector therefore faces a major challenge in the near future
to reduce its emissions.®

Luxembourg is one of the European countries with the highest car ownership rate per capita
(678 per 1,000 inhabitants according to Eurostat in 2021°). As in many other Western countries,
urbanisation has gone hand in hand with the car and the development of the (motor)way
network, creating a snowball effect that reinforces car dependency. In 2021, the car remained
the preferred means of transport for commuting to work. However, a decline in car use for
commuting between home and work can be observed during the intercensal period from 2011
to 2021. This slight decline is mainly due to soft modes of transport (walking, cycling) and does
not seem to benefit public transport, despite the undeniable improvement in services and the
introduction of free public transport.!® Most households without a private vehicle are located
in Luxembourg City. These are mainly single-person households aged 18 to 24, followed by
those aged over 75.1! However, the Territorial Development Observatory (ODT) has observed
that commutes to work are becoming increasingly longer. 12

The last decade has seen a substantial improvement in public transport services, in particular
the introduction of the tramway, the development of P+R park-and-ride facilities, the
reorganisation of the RGTR bus network and the introduction of free public transport
(Luxembourg has the largest investment programme in trains, trams and buses in Europe in
relative terms). Mobility is being monitored increasingly closely, particularly through multiple
surveys, the digital mobility observatory, etc., as well as through policy measures aimed at
promoting the use of public transport. Alongside the increased promotion of public transport
and active mobility, electromobility has also been developed significantly in recent years.

9 https://ec.europa.eu/eurostat/web/products-eurostat-news/w/ddn-20240117-1

0 Ferro, Y., Caruso, G., & Gerber, P. (2025). La dépendance automobile persiste pour les déplacements domicile-
travail. STATEC. https://statistiques.public.lu/dam-assets/recensement/publication-18/docs/18-05-02-fr.pdf

11 Kuttler, T., & Moraglio, M. (2021). Re-thinking mobility poverty: Understanding users' geographies,
backgrounds and aptitudes. Routledge. https://doi.org/10.4324/9780367333317

12 Ministére du Logement et de I’Aménagement du territoire. (2025, mai). L'emploi des actifs occupés au
Luxembourg. https://amenagement-
territoire.public.lu/content/dam/amenagement_territoire/fr/actualites/2025/odt-publication-des-cartes-et-
des-chiffres-emploi-des-actifs-employes-au-luxembourg-mai-2025.pdf
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Measure Title No. 30 Expansion of publicly accessible charging
infrastructure

Description The development of electric mobility is a central pillar of
Luxembourg’s transport decarbonization strategy. Its large-
scale deployment depends heavily on the availability of
accessible, reliable, and evenly distributed public charging
infrastructure across the country.

To anticipate the growing uptake of electric vehicles, the
expansion of publicly accessible charging stations must
continue.

In this context, the government is committed to pursuing a
targeted and strategic approach to infrastructure
development. Particular attention will be given to under-
equipped areas to ensure uniform national coverage.

This approach will aim to guarantee consistent access to
charging infrastructure, address diverse charging needs—at
home, at work, and on the road, enable all residents,
regardless of location or socio-economic status, to
participate in the transition to zero-emission mobility.

At the European level, Regulation (EU) 2023/1804 on the
deployment of alternative fuels infrastructure sets minimum
targets for publicly accessible charging stations across
Member States. It also requires the development of a
National Policy Framework outlining specific measures to
meet these targets.

Type of instrument Planning

Target(s) Vulnerable households and micro-enterprises
Responsible entity(ies) MECO

Reference(s)
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Measure Title No. 31 Right to a charging station

Description Access to private charging is a crucial enabler for the widespread
adoption of electric mobility—especially in rental properties and
multi-unit residential buildings. Yet, a range of obstacles—
technical, legal, and governance-related—continue to hinder the
installation of charging stations in these settings.

To overcome these barriers and ensure that all residents have a
genuine right to charge, the government will continue to actively
promote private charging solutions and facilitate their
deployment in condominiums. As outlined in the coalition
agreement, the decision-making process for installing a charging
station—whether by an individual owner or a condominium
association—will be simplified through the introduction of a
formal right to a charging station.

This initiative reflects a broader commitment to accelerating the
electrification of the national vehicle fleet while guaranteeing fair
and inclusive access to charging infrastructure, regardless of
housing type.

Type of instrument Regulatory

Target(s) Vulnerable households and micro-enterprises
Responsible entity(ies) MECO, MLOGAT

Reference(s)
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Measure Title

No. 32 Transport on demand

Description

The demand-responsive transport service (such as ‘Ruffbus’ or
‘Bummelbus’), available upon reservation, offers households an
additional local mobility solution, particularly in rural areas. It
helps maintain autonomy by facilitating trips for shopping,
appointments or social activities, without relying on a private car.

The ministries encourage municipalities to decarbonise and
further develop demand-responsive transport, prioritising
vulnerable households who do not meet the criteria of the
specialised demand-responsive service ‘Adapto’, and ensuring
that the RGTR network is complemented by adding connections
between the localities within the same municipality.

Type of instrument

