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From Carbon Pricing Revenues to Social 
Outcomes: Improved Spending and 
Monitoring for Vulnerable Households 
FEANTSA Guidance 

The extension of carbon pricing to buildings and road transport under the EU Emissions Trading 

System (ETS2) has intensified concerns about the social impacts of climate policy, particularly 

for low-income and vulnerable households. Carbon pricing can have regressive effects if the 

associated costs are not adequately offset and vulnerable households do not receive 

sufficient funding to decarbonise. At the same time, the EU ETS generates substantial public 

revenues that, if used in a targeted and transparent way, could mitigate these impacts, 

support investments in energy efficiency and clean mobility, and strengthen social fairness 

and public acceptance of the transition. The central challenge is therefore not only how much 

revenue is generated, but whether it is used in a way that is demonstrably fair and effective. 

Recent reforms to the EU ETS framework in 2023 have significantly strengthened Member 

States' obligations regarding the use of auctioning revenues. The revised European Union 

Emissions Trading System now requires that 100% of revenues (or their equivalent value) be 

used for climate and energy-related purposes, with a stronger emphasis on addressing the 

social impacts of carbon pricing—particularly in the context of ETS2. In parallel, provisions in 

the Energy Efficiency Directive (EU) 2023/1791 require Member States to prioritise vulnerable 

households, including those affected by energy poverty, in the allocation of funding, including 

ETS revenues. However, while these legal changes strengthen spending obligations, they are 

not matched by equally robust requirements on reporting and monitoring.  

As a result, a critical gap remains: the current EU reporting framework does not allow 

policymakers to assess whether ETS revenues are effectively reaching vulnerable households 

or mitigating the regressive impacts of carbon pricing. Existing reporting provides limited insight 

into who ultimately benefits and what outcomes are achieved. This limits the ability of the 

European Commission to verify compliance with social objectives, weakens accountability, 
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and limits the evidence base needed to ensure the long-term political and social sustainability 

of carbon pricing. 

This briefing examines how reporting and monitoring frameworks for EU carbon pricing 

revenues can be strengthened to ensure that revenues from the EU Emissions Trading System 

(ETS) deliver measurable social outcomes. 

We first outline how reforms adopted in 2023 have expanded both spending and reporting 

obligations related to ETS revenues, particularly considering the introduction of ETS2. We then 

identify key gaps that remain in how Member States report on the social use and impacts of 

these revenues. We trace these shortcomings across three main reporting channels: annual 

national ETS revenue reports, National Energy and Climate Plan Progress Reports (NECPRs), 

and EU-level monitoring through the Carbon Market Report. Then, drawing on the example of 

social housing renovation in Belgium and the targeted renovation support scheme 

MaPrimeRénov in France, we illustrate how existing socially oriented uses of ETS revenues 

cannot be adequately captured or assessed. 

The briefing proposes targeted amendments to key elements of the EU governance 

framework, including the Regulation (EU) 2018/1999 (“Governance Regulation”), the Directive 

2003/87/EC (“ETS Directive”), the Implementing Regulation (EU) 2024/1281, and the 

Implementing Regulation (EU) 2022/2299. These recommendations seek to: 

1) Introduce systematic reporting on the share of ETS revenues benefiting vulnerable 
households.  

2) Make the adoption of ETS2 a trigger for reporting on energy poverty under the 
Governance Regulation. 

3) Integrate energy poverty indicators from National Building Renovation Plans into 
NECPRs. 

4) Align reporting on energy savings among vulnerable households with updated 
obligations under Article 8(3) of the Energy Efficiency Directive in NECPRs.  

5) Integrate reporting on just transition and inequalities in energy poverty into NECPRs. 

6) Incorporate the assessment of social fairness of the EU ETS into the Carbon Market 
Report.  

https://eur-lex.europa.eu/eli/reg/2018/1999/oj/eng
https://eur-lex.europa.eu/eli/dir/2003/87/2024-03-01/eng
https://eur-lex.europa.eu/eli/dir/2003/87/2024-03-01/eng
https://eur-lex.europa.eu/eli/reg_impl/2024/1281/oj/eng
https://eur-lex.europa.eu/eli/reg_impl/2022/2299/oj/eng
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Table 1: Overview of proposed amendments. 

Strengthening these reporting frameworks is essential to demonstrating that ETS revenues are 

effectively mitigating social impacts. Without such evidence, public and political support for 

carbon pricing—particularly under ETS2—may weaken. Conversely, improving transparency 

and accountability would incentivise Member States to meet their social spending obligations 

and increase the likelihood that ETS revenues are directed to where they are most needed. 
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How did Spending and Reporting Obligations Change in 
2023? 

With the adoption of ETS2 in mid-2023, the spending obligations of both ETS1 and ETS2 revenues 

have become stricter and more specifically targeted at addressing the social aspects of the 

emissions trading.  Here are the main changes: 

100% of revenues need to be spent on the purposes set out in the Regulation: Before 5 June 

2023, Member States were encouraged to use at least 50% of the revenues of the EU ETS to 

support decarbonisation and energy transformation investments. Now the language has 

changed from “should” to “shall”, and there is an obligation to use 100% of the revenues (or 

equivalent financial value) for the purposes spelt out in Directive 2003/87/EC (hereafter: ETS 

Directive). 

Spending on social aspects has priority for ETS2 revenues: According to Article 30(d)6 of the 

ETS Directive, Member States can spend ETS2 revenues on the purposes spelled out for ETS1 in 

Article 10(3)1, including Article 10(3)(ha), which provides for financial support in order to 

address social aspects in lower and middle income households, with the important 

qualification of “shall use their revenues … giving priority to activities that can address the 

social aspect” of the ETS2. Or, revenues can be spent on (a) building renovation measures “as 

well as measures to provide financial support for low-income households in worst-performing 

buildings”, (b) measures to accelerate uptake of zero-emission vehicles, shift to public 

transport, “or to provide financial support in order to address social aspects concerning low- 

and middle-income transport users”, (c) to finance the Social Climate Fund, (d) to 

compensate for final consumers of fuels where it has not been possible to avoid double 

counting of emissions2. 

 
1 These are according to article 10(3): (a) funding of initiatives within the framework of the European Strategic Energy 
Technology Plan and the European Technology Platforms, (b) development of renewable energies to meet the commitment of 
the Union, (c) development of other technologies contributing to the transition to a safe and sustainable low-carbon economy, 
(d) forestry sequestration in the Union, (e) environmentally safe capture and geological storage of CO2, (f)encouragement of a 
shift to low-emission and public forms of transport, (g) financing of research and development in energy efficiency and clean 
technologies, (h) measures intended to increase energy efficiency and insulation starting with worst-performing buildings, (ha) 
provide financial support in order to address social aspects in lower and middle income households, (hb) finance a national 
climate dividend scheme, (i) coverage of administrative expenses of the management of the EU ETS, (j) finance climate actions 
in third countries, (k) promotion of skill formation and reallocation of labour in order to contribute to a just transition to a low 
carbon economy, (l) address residual risk of carbon leakage.  
2 Article 30(d)6 of the ETS Directive (2003/87/EC). 

https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:02003L0087-20230605
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Integration with other plans: Member States are required to report annually on the use of 

auctioning revenues, specifying which revenues are used and the actions that are taken to 

implement their integrated national energy and climate plans and their territorial just transition 

plans3.   

Commission action in case of non-compliance: If the Commission considers that the 

information is not sufficiently detailed for an assessment of compliance, the Commission shall 

request that the relevant Member State resubmit the report with sufficiently detailed 

information4. 

Obligations stemming from other EU Directives: Both the Energy Efficiency Directive (EU) 

2023/1791 (short: EED) and the Energy Performance of Buildings Directive (EU) 2024/1275 (short: 

EPBD) require the targeting and prioritization of vulnerable groups in the allocation of EU 

funding. Article 24(3) of the EED states that Member States shall use ETS allowances [including 

ETS1] to support people affected by energy poverty with early, forward-looking investments 

into energy efficiency that mitigate the distributional effect of the ETS25.  

Despite these obligations and changes in the existing reporting frameworks,  significant gaps 

remain that limit the Commission’s ability  to effectively assess whether Member States are 

complying with their obligations. 

Gaps in the Reporting on Revenue Use 
The limitations of the current framework arise at three distinct but interrelated levels. First, 

annual ETS revenue reports do not provide sufficient information on who benefits from 

spending, particularly whether funds reach vulnerable households. Second, National Energy 

and Climate Plan progress reports (NECPRs) do not systematically capture what outcomes are 

achieved from the investments, particularly in terms of reductions in energy poverty or energy 

savings among vulnerable groups. Third, at the EU level, the Carbon Market Report does not 

 
3 ETS Directive Article 10(3), third paragraph. 
4 Article 5(2) Implementing Regulation (EU) 2024/1281. 
5 “To support people affected by energy poverty, vulnerable customers, people in low-income households and, where 
applicable, people living in social housing, Member States shall, (a) implement energy efficiency improvement measures to 
mitigate distributional effects from ... the application of emissions trading in the buildings and transport sector in accordance 
with Directive 2003/87/EC; (b) make the best possible use of ... revenues from allowance auctions from emissions trading 
pursuant to the EU ETS in accordance with Directive 2003/87/EC, for investments into energy efficiency improvement measures 
as priority actions; (c) carry out early, forward-looking investments in energy efficiency improvement measures before 
distributional impacts from other policies and measures show their effect”.  

https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=OJ%3AJOL_2023_231_R_0001&qid=1695186598766
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=OJ%3AJOL_2023_231_R_0001&qid=1695186598766
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=OJ:L_202401275&pk_keyword=Energy&pk_content=Directive#ntc31-L_202401275EN.000101-E0031
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monitor the overall distributional effects of ETS2 or the extent to which revenue use mitigates 

these impacts. Addressing these gaps will be essential to ensure a comprehensive assessment 

of the social fairness of carbon pricing. 

Annual Reports on ETS Revenue Use: Who benefits? 

Both the EED, Article 24(3), and the ETS Directive Article 10(3) state that ETS revenues shall go 

as a priority to vulnerable households and to activities that address the social impact of ETS2. 

While 'giving priority' does not translate into a strict numerical target, it clearly functions as an 

obligation that structures discretion and should have demonstrable effects. Therefore, we 

propose the following amendments to the reporting framework.  

Pursuant to Article 19(2) of the Governance Regulation, Member States have to report once 

per year on how they used the national revenues from the EU ETS. The main reporting 

instrument consists of Excel sheets uploaded by Member States to EU Reportnet 3. With 

Implementing Regulation (EU) 2024/1281 the reporting scheme has been adapted to the new 

requirements adopted in 2023. In the new reporting scheme, Member States have two options 

to mark spending targeted towards social support6. However, even if spending is marked as 

going towards Article 10(3)(ha) to provide financial support in order to address social aspects 

in lower- and middle-income households, or category (5) “social support and just transition”, 

it will be difficult to assess whether Member States are meeting their obligations under the ETS 

Directive Article 30(d)6 to prioritise activities that address the “social aspects of ETS2” and the 

Energy Efficiency Directive Article 24(3) to prioritise “people affected by energy poverty, 

vulnerable customers, people in low-income households” in the allocation of EU funding, 

including ETS revenues.  

We urge the Commission to close this reporting gap and update the reporting sheets to require 

Member States to report on the share of ETS revenues benefiting “people affected by energy 

poverty, vulnerable customers, people in low-income households, and, where applicable, 

 
6 In Table 3 “Revenues disbursed or committed” Annex II of the Implementing Regulation 2024/128, Member States have to 
report on how they spend ETS [both 1 and 2] revenues. In Column 1 “Type of use”, Member States are required to report the 
type of use by reference to specific article of Directive 2003/87/EC. In Colum 4, Member States are required to choose one out 
of 15 categories that they spend the revenues on. One of these categories is: "(5) social support and just transition".   

https://eur-lex.europa.eu/eli/reg/2018/1999/oj/eng
https://reportnet.europa.eu/public/dataflow/1527
https://eur-lex.europa.eu/eli/reg_impl/2024/1281/oj/eng
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people living in social housing” (according to the EED) for each of the reported spending 

items in their annual reports.  

 Amend Implementing Regulation 2024/1281 by adding another column to Table 3 

(Annex 2) on “Share of Vulnerable Households among Beneficiaries”. 

NECP Progress Reports: What are the outcomes? 

According to Article 10(3), third paragraph of the ETS Directive, Member States are required 

to specify in their annual reports on revenue use, “which revenues are used and the actions 

that are taken to implement their integrated national energy and climate”, including sufficient 

detail to enable the Commission to assess compliance with revenue use obligations. In their 

NECPRs Member States are obliged to report:  

- on energy poverty reduction targets and the measures taken to achieve them, including 

relevant social policies and national programmes in case they find a significant number 

of households in energy poverty (Article 3(3)b Governance Regulation).  

- on the implementation of national building renovation plans, including progress indicators 

such as the reduction of energy poverty (Article 3(2)(b) and 3(9) of the EPBD),  

- on the share of energy savings achieved among vulnerable groups (Article 8(3) and 8(4) 

of the EED)  

In addition, since both the EED (Article 24(3)) and the ETS Directive explicitly state that ETS 

revenues should be used to address the regressive impacts of carbon pricing, it would make 

sense to integrate investments from these revenues under NECPR indicators regarding just 

transition objectives, including inequalities in energy poverty. 

However, the Implementing Regulation 2022/2299 insufficiently operationalises these 

obligations. Therefore, the relevant reporting framework for tracking the outcomes of socially 

targeted use of EU ETS revenues is currently underdeveloped. 

Carbon Market Report: What are the system-wide distributional effects? 

https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:02003L0087-20230605
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Without integrating social impact assessment into the Carbon Market Report, the EU lacks a 

central instrument to monitor whether carbon pricing remains socially and politically 

sustainable. 

Pursuant to Article 10(5) of the ETS Directive, the Commission must “monitor the functioning of 

the European carbon market. Each year, it shall submit a report to the European Parliament 

and to the Council on the functioning of the carbon market and on other relevant climate 

and energy policies”. Additionally, Article 24(3) of the EED states that Member States shall use 

ETS allowances to support people affected by energy poverty with early, forward-looking 

investments into energy efficiency that mitigate the distributional effect of the ETS2. 

At present, the Carbon Market Report focuses primarily on market functioning and price 

dynamics, without systematically assessing distributional effects among different population 

groups and the social effectiveness of revenue use. Effective monitoring should include 

distributional analysis of the effect of ETS2 on different regions, types of fuel users, income 

deciles, and housing types. Based on this data, the Commission would be able to assess which 

groups are most affected and whether Member States are using ETS revenues in an effective 

and targeted way as required by Article 24(3) of the EED. It would also strengthen the capacity 

of the Commission to take relevant action, in case the ETS revenues are not spent effectively 

by Member States. 

We therefore urge the Commission to add an analysis of distributional effects of carbon pricing to the 

European Commission Carbon Market Report. This can be done by: 

 Adding to Article 10(5) of the ETS Directive: “This report shall include information on the 

distributional effects of ETS2. If necessary, Member States shall ensure that any relevant 

information is submitted to the Commission at least two months before”.  
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Socially Targeted Use of ETS1 Revenues – Existing Good 
Practices and Reporting in the NECPRs 

Some Member States are already using their EU ETS national revenues for socially targeted 

investments. In this section, we outline two examples of socially targeted investments of ETS1 

revenues and illustrate how reporting in the relevant tables from the NECPR templates 

(Implementing Regulation 1999/2299) could help increase transparency regarding the social 

outcomes of investments funded through EU ETS revenues. 

Flemish Climate Fund (Belgium): Renovation of Social Housing 

In Belgium, the Flemish Climate Fund (VKF) subsidises social housing companies via the "Wonen 

in Vlaanderen" government agency. The program combines a grant component (5-8% of the 

renovation costs) with a subsidised, negative interest loan (Rekenhof 2021). The program is 

entirely funded from EU ETS1 auctioning revenues. Between 2013 and 2020, the agency 

distributed a total of EUR 124 million from the VKF to social housing renovation (Ilisescu et al. 

2023).  

Investing in social housing is an evidence-based and effective way to target renovation 

subsidies to vulnerable households (Albrecht 2021). In 2021, 41.5% of social tenants in Belgium 

were considered energy poor (compared to 33% private tenants and 14.8% of homeowners) 

(King Baudouin Foundation 2023). In the implementation period until 2023, the share of 

unsuitable dwellings with structural defects in the social housing sector dropped from 24% to 

18%. 33% of dwellings in the social rental sector had moisture in 2013 compared to 23% in 2023 

(de Smalen and Van den Broeck 2025)7. It led to a reduction in CO2 emissions by 1.4 million 

tons (Ilisescu et al. 2023).  

The investment is reported in the Belgian annual ETS revenue use report and can be clearly 

traced back to this investment. However, to achieve integration with the NECPRs and be able 

to effectively assess whether the EU ETS has adverse effects on vulnerable groups or improves 

their position thanks to the revenues it generates, the investment should be reported under 

 
7 The program reduced the number of dwellings without a roof insulation from 28% to 4.5% and the number of dwellings with 
single glazing fell from 23% to 7.4% (Ilisescu et al. 2023) 
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the relevant Tables in the NECPRs. Particularly critical in the case of renovation of social 

housing is the question of cost-neutrality  for tenants. 

Several provisions in EU legislation promote cost-neutrality of renovation for vulnerable tenants 

in general, and social housing tenants in particular. Article 17(19) of the Energy Performance 

of Buildings Directive requires Member States, when providing financial incentives for the 

renovation of rented buildings, to “introduce effective safeguards, to protect in particular 

vulnerable households, including by providing rent support or by imposing caps on rent 

increases”. In the Energy Efficiency Directive, Recital 23 emphasises that energy efficiency 

measures “should not encourage any disproportionate increases in housing … or energy 

costs”, while Article 8(3) requires that policy measures implemented to achieve energy savings 

are applied as a priority among people affected by energy poverty and “Member States shall 

ensure that … [these] measures have no adverse effects on those persons”. Article 24(4) 

requires Member States to establish a network of experts to offer advice on “(c) methods and 

measures to ensure affordability of living costs, [and] the promotion of housing cost neutrality… 

in particular regarding people affected by energy poverty, vulnerable customers, people in 

low-income households, and, where applicable, people living in social housing”. Finally, Article 

6(1) reflects a cost-neutrality logic in the specific context of social housing, allowing 

exemptions from renovation obligations “where such renovations would not be cost neutral or 

would lead to rent increases for people living in social housing unless such rent increases are 

no higher than the economic savings on the energy bill”.   

 Based on national reports, it is not entirely clear whether the renovation was cost neutral. An 

evaluation of the VKF renovation subsidy suggests that this may not have been the case in 

Flanders and that the renovation program may have put pressure on rent and housing costs 

(Rekenhof 2021). In a 2019 statement, the Flemish Tenants Association criticises that energetic 

modernisation has a double-fold impact on rent levels in social housing: first, the estimated 

market value of the dwelling influences the rent. Second, since 2020, the energy correction 

has been a component of the calculation in social rents (Vlaams Huurdersplatform et al. 2019). 

This case illustrates that, in the absence of systematic reporting on both housing cost impacts 

(including rent changes) and energy savings, it remains impossible to assess whether ETS-

https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=OJ:L_202401275&pk_keyword=Energy&pk_content=Directive
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=OJ:L_202401275&pk_keyword=Energy&pk_content=Directive
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=OJ%3AJOL_2023_231_R_0001&qid=1695186598766
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funded renovations deliver net benefits to vulnerable households, highlighting a critical gap 

in the current EU reporting framework.  

To usefully assess the outcomes of the investment of ETS revenues in social housing, this 

investment should be reported under the relevant Annexes on just transition and inequalities 

in energy poverty, namely: 

- Expected distributional impacts amongst population: asking Member States to reflect on 

whether some groups will benefit more than others, describe measures aimed to ensure 

fairness, and equal burden sharing. 

- Expected impacts on costs: Member States may describe the expected impacts on costs 

introduced as a result of climate, energy and environmental policies for both business and 

consumers (e.g., energy savings lower energy cost; more durable products lower costs for 

replacement; lower costs for environmental clean-up and public health). 

- Addressing inequalities in energy poverty  

MaPrimeRénov (France): Targeting Vulnerable Owners in the Worst-Performing 
Buildings:  

MaPrimeRénov is a subsidy scheme distributed by the French state to support households in 

improving the energy efficiency of their homes. Supported measures include upgrades to 

heating and hot water systems as well as insulation. Since its launch, France has allocated 

between EUR 440–700 million per year in ETS auctioning revenues to the programme (Ilisescu 

et al. 2023). In 2023, EUR 700 million—around 33.3% of total auctioning revenues—was 

allocated to the scheme, while the remaining EUR 1.4 billion was directed to railways (EU 

Reportnet 3). 

The programme is designed to be accessible, with a relatively simple application and 

disbursement process. To address the barrier of high upfront costs, subsidies can cover a large 

share of investment needs, and no ex-ante energy audit is required. Local authorities play an 

important role in reaching lower-income households. Priority is often given to simpler, more 

easily implementable measures (“renovation gestures”) (Bajomi 2023). As a result, the 

programme has significantly increased renovation rates: around 650,000 homes have been 

renovated annually since 2021, compared to an average of 50,000 under the previous 

“Habiter Mieux” programme. Between 2020 and 2022, nearly half of the 1.8 million beneficiary 
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households were low-income (approximately the first three income deciles), followed by 

400,000 lower-middle-income households and 420,000 middle-income households (Court of 

Auditors 2023). 

Despite this strong uptake, important barriers remain for the most vulnerable households. The 

programme does not provide 100% upfront funding, requiring beneficiaries to cover 5–10% of 

total renovation costs after subsidies and complementary support. For complex renovations, 

this contribution can reach up to EUR 6,000—an amount that many low-income households 

cannot afford, given limited savings and restricted access to affordable credit. 

Recent reforms have further complicated access. While grant levels for comprehensive 

renovations were increased for low-income households, the associated energy savings 

requirements were also raised, making eligibility harder to meet—particularly for those living in 

worst-performing buildings (Court of Auditors 2023). In addition, households must now provide 

an Energy Performance Certificate (EPC) at their own expense as a condition for accessing 

support (Louwagie and Vidal 2024). Following these changes, the number of applications has 

dropped significantly. 

This case demonstrates that without reporting on both accessibility barriers and distributional 

outcomes, it is difficult to assess whether ETS-funded renovation schemes effectively reach 

and benefit the most vulnerable households.  

To capture these effects, investments in energy renovations should be assessed in their ability 

to  “progress towards the reduction of energy poverty” and use the proposed indicators for 

energy poverty in the EBPD, including the “population living in inadequate dwelling conditions 

(e.g. leaking roof) or with inadequate thermal comfort conditions” as indicator8. Additionally, 

MaPrimeRenov should be reported in Annex XI energy savings realised among vulnerable 

groups with a focus on the lowest two income deciles. 

 
8 Energy Performance of Buildings Directive, Annex II, Template for the national building renovation plans, (a) overview of the 
national building stock, Energy poverty (definition). 
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Overview Proposed Amendments 
(1) Implementing Regulation 2024/1281: Share of ETS Revenues Benefiting Vulnerable 

Households  

Both the EED, Article 24(3) and the ETS Directive Article 10(3) say that ETS revenues shall go as 

a priority to vulnerable households and to activities that address the social impact of ETS2. 

While 'giving priority' does not translate into a strict numerical target, it clearly functions as an 

obligation that structures discretion and should have demonstrable effects. Therefore, we 

propose the following amendments to the reporting framework.  

Annex II, Table 3 of Implementing Regulation 2024/1281 could be amended to include an 

additional reporting column on the “share of vulnerable households among beneficiaries”. 

This addition would operationalise the existing prioritisation requirements under Article 24(3) of 

Directive (EU) 2023/1791 (Energy Efficiency Directive) and Article 10(3) of the ETS Directive, 

both of which establish that relevant revenues and support measures shall be directed as a 

priority to vulnerable households and groups affected by energy poverty. 

(2) Governance Regulation: ETS2 Adoption to Trigger Reporting on Energy Poverty 

According to Article 17 of the Governance Regulation, Member States must submit biennial 

progress reports, starting from 15 March 2023 on every two years, on progress towards 

achieving their national energy and climate targets. Article 3(3)d requires Member States with 

a significant number of households in energy poverty to set reduction targets and include in 

their NECPRs information on the measures taken towards that goal, including social policy 

measures and other relevant national programs9. Additionally, Implementing Regulation (EU) 

2022/2299, which lays out the structure of the NECPRs10 asks Member States to “include 

information on general trends or effects from other programmes/ policies, which might have 

an effect on the progress [in reducing energy poverty].”11 The Commission Impact Assessment 

of the ETS2 acknowledges the regressive impacts of the policy on households12. At the same 

 
9 Governance Regulation Chapter 2 “Integrated National and Climate Plans”, Article 3(3)d + Chapter 4, Article 24 “Integrated 
Reporting on Energy Poverty”. 
10 Implementing Regulation (EU) 2022/2299 Article 15(1) Reporting on energy poverty and just transition and Annex X New 
policies and measures pursuant to Article 21(b)3 of the Governance Regulation, Table 1 Energy efficiency Obligation Schemes. 
11 Implementing Regulation (EU) 2022/2299 Annex XVIII Energy Poverty, Table 1 Information on progress towards national 
indicative objectives to reduce the number of households in energy poverty. 
12 “This means that an emissions trading system for buildings will not affect households equally, but would likely have a regressive 
impact on disposable income, as low income households tend to spend a greater proportion of their income on heating” 
Commission Impact Assessment, Brussels, 14.7.2021 SWD(2021) 601 final, Part 1, p.124 *resource.html 

https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32018R1999&qid=1773037668409
https://eur-lex.europa.eu/eli/reg_impl/2022/2299/oj/eng
https://eur-lex.europa.eu/eli/reg_impl/2022/2299/oj/eng
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:52021SC0601
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:52021SC0601
https://eur-lex.europa.eu/resource.html?uri=cellar:7b89687a-eec6-11eb-a71c-01aa75ed71a1.0001.01/DOC_1&format=PDF
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time, the Governance Regulation requires reporting on energy poverty reduction and policies 

that counteract the effort to reduce energy poverty13.  

Since ETS2 has a significant regressive impact on vulnerable households14 and is likely to 

increase energy poverty if most affected households are not effectively supported, it would 

make sense to recognise the ETS2 as a relevant driver of energy poverty under Article 3(3)d of 

the Governance Regulation that can effectively trigger the reporting on activities related to 

energy poverty reduction for all Member States as soon as they adopt ETS2.  

We urge the Commission therefore to make the adoption of ETS2 a trigger for reporting on 

energy poverty under the Governance Regulation. This could be done by: 

 Adding to the Governance Regulation Chapter 2, Article 3(3)d to “In the event that a 

Member State adopts a climate or energy policy that has regressive impacts on 

households, such as the ETS2 … it shall include in its plan a national indicative objective 

to reduce energy poverty and include into their NECPRs information on the measures 

taken towards that goal, including social policy measures and other relevant national 

programs.” 

(3) Energy Performance of Buildings Directive and Energy Poverty Reduction (IR 
2022/2299 Annex IV) 

Under Article 3(2)b of the Energy Performance of Buildings Directive (EPBD), each national 

building renovation plan shall include “a roadmap with nationally established targets and 

measurable progress indicators, including the reduction of the number of people affected by 

energy poverty”. According to Article 3(9) of the EPBD, “[e]ach Member State shall include in 

its integrated national energy and climate progress reports … information on the 

implementation of the national targets referred to in paragraph 2, point (b)”. However, in the 

currently consulted version of Implementing Regulation 2022/2299, Annex IV on Energy 

Efficiency, there is no target towards reducing the number of people living in inadequate 

dwelling conditions15. Tables 2-4 of Annex IV on Energy Efficiency in the currently consulted 

 
13 Implementing Regulation (EU) 2022/2299 Annex XVIII Energy Poverty, Table 1 Information on progress towards national 
indicative objectives to reduce the number of households in energy poverty. 
14 European Commission (2021) Impact Assessment Commission Impact Assessment of the ETS2 
15 Tables 2-4 of Annex IV on Energy Efficiency in the currently consulted Implementing Regulation 2022/2299 covers Milestones 
and progress indicators of the national building renovation plan. They require Member States to report on building stock/ 
renovation rates/ progress towards renewables. 

https://ec.europa.eu/info/law/better-regulation/have-your-say/initiatives/14800-Energy-reporting-amended-templates-to-reflect-European-Green-Deal-outcomes-and-simplification_en
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:52021SC0601
https://ec.europa.eu/info/law/better-regulation/have-your-say/initiatives/14800-Energy-reporting-amended-templates-to-reflect-European-Green-Deal-outcomes-and-simplification_en
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Implementing Regulation 2022/2299 cover milestones and progress indicators for the national 

building renovation plan. They require Member States to report on building stock, renovation 

rates,  and progress towards renewables 

To ensure that the new Implementing Regulation 2022/2299 is coherent with the relevant 

obligations under the EBPD and the National Building Renovation Plans, the reduction of 

energy poverty should include items that need to be reported in the NBRPs, including 

“proportion of disposable household income spent on energy”, and the “population living in 

inadequate dwelling conditions (e.g. leaking roof) or with inadequate thermal comfort 

conditions”16. This would offer additional benefits in fully integrating the criteria of the National 

Building Renovation Plans (NBRPs) into the NECPRs. 

(4) Energy Savings among Vulnerable Households (IR 2022/2299 Annex XI) 

In 2023, a new Article 8(3), third paragraph of Directive (EU) 2023/1791 (EED) prescribes that 

Member States “shall establish and achieve a share of the required amount of cumulative 

end-use energy savings among people affected by energy poverty, vulnerable customers, 

people in low-income households and, where applicable, people living in social housing. This 

share shall at least be equal to the proportion of households in energy poverty as assessed in 

their national energy and climate plans”. And Article 8(4) Member States shall include 

information about the indicators applied, the arithmetic average share and the outcome of 

policy measures established in accordance with paragraph 3 of this Article in their updated 

NECPs and … in the related NECPRs”. Unlike energy poverty indicators, which are linked to the 

threshold condition in Article 3(3)(d) of Regulation (EU) 2018/1999, the obligation to deliver 

energy savings among vulnerable groups is not conditional on the presence of a “significant 

number of households in energy poverty”. It presents a consistent and universal reporting 

obligation across all Member States. Member States are obliged to document how they 

implement the relevant obligations in the Energy Efficiency Directive on achieving energy 

savings among households in energy poverty17. 

In the context of the ongoing consultation on the Implementing Regulation (EU) 2022/2299, 

the relevant Tables 1 and 2 of Annex XI “Information on energy savings achieved pursuant 

 
16 Energy Performance of Buildings Directive, Annex II, Template for the national building renovation plans, (a) overview of the 
national building stock, Energy poverty (definition). 
17 Governance Regulation, Annex III, Article 3.1 Energy Efficiency Obligation Schemes. 

https://ec.europa.eu/info/law/better-regulation/have-your-say/initiatives/14800-Energy-reporting-amended-templates-to-reflect-European-Green-Deal-outcomes-and-simplification_en
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Article 8 EED” have been replaced to include Article 8, but the reporting requirements did not 

change to reflect the mandatory obligation to achieve a proportional share of energy savings 

among vulnerable groups18. Second, the currently consulted Implementing Regulation Annex 

does not adequately reflect Article 30(12) of the EED, which says that “[p]ursuant to Article 

8(3) and Article 24, the national energy efficiency fund shall support the implementation of 

measures as a priority among people affected by energy poverty, vulnerable customers, 

people in low-income households and, where applicable, people living in social housing.” 

However, in the currently consulted Implementing Regulation, the new Table 6 “Reporting on 

energy efficiency financing as per Article 30 of the EED 2023/1791, the question “Does the 

National Energy Efficiency Fund provide support for the implementation of energy Efficiency 

measures among people affected by energy poverty, vulnerable customers, people living in 

low-income households and people living in social housing?” is only “Mandatory if applicable” 

and does not include the wording of “priority”. Rather than a binary “yes/no” question, the 

reporting requirement could be made mandatory where applicable and restructured to 

capture the share of energy efficiency financing directed to, or final energy savings accruing 

to, vulnerable households, energy poor households, and residents of social housing. This would 

ensure a more accurate assessment of whether the prioritisation requirement in Article 30(12) 

is effectively implemented in practice. 

(5) Just Transition and Inequalities in Energy Poverty (IR 2022/2299 Annex XX) 

Both the EED Article 24(3) and the ETS Directive Article 30(6) specifically mention that ETS 

revenues are directed at treating the regressive impacts of emission trading. The reporting on 

ETS revenue use should therefore also be integrated into Annex XX of Implementing Regulation 

2022/2299 regarding just transition and inequalities in energy poverty, specifically the 

indicators named above in the case studies: 

Table 1  

- Indicator 2: Expected distributional impacts among the population: Member States may 

describe expected impacts of policies on the overall population and on specific groups, 

especially the most vulnerable, including whether some groups will benefit more than 

 
18 Column 3 of Table 1, Annex XI asks for whether the reported Policies and Measures address vulnerable households (Yes/No). 
Column 5 asks for total annual energy savings achieved in year X-2 by Policies and Measures aimed at alleviation of energy 
poverty. However, as in the original Implementing Regulation this indicator remains “Mandatory if applicable”. 
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others, and describe measures aimed at ensuring fairness and equal burden sharing in 

that respect. 

- Indicator 5: Expected impacts on costs: Member States may describe the expected 

impacts on costs introduced as a result of climate, energy and environmental policies for 

both business and consumers (e.g., energy savings reducing energy cost; more durable 

products reducing replacement costs; lower costs for environmental clean-up and public 

health). 

Table 2:  

- Indicator 3: Addressing inequalities in energy poverty: (no explanation)  

These indicators are currently voluntary – but, given the purposes of ETS revenue use to tackle 

unequal impact, it would make sense to make it “mandatory if applicable” for Member States 

to report their investments of ETS revenues in these tables.   

(6) ETS Directive: Carbon Market Report to Include Assessment of Social Fairness  

Article 10(5) of the ETS Directive provides that the Commission shall monitor the functioning of 

the European carbon market and submit an annual report to the European Parliament and 

the Council on its functioning and on relevant climate and energy policies, with Member 

States required to provide any necessary information in advance of the report. 

In order to strengthen the assessment of the social dimension of the carbon market, Article 

10(5) should be supplemented to explicitly require that the Commission’s annual report 

contain information on the distributional effects of the emissions trading system for buildings 

and road transport (ETS2), including its impacts across income groups and vulnerable 

households. Member States would, where necessary, be required to provide the relevant data 

at least two months prior to the adoption of the report. 

This addition would build on the existing monitoring function of the Commission without altering 

the structure of the ETS, while ensuring that the annual carbon market report systematically 

captures social fairness considerations alongside market performance and price 

developments. 
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Conclusions 
The extension of carbon pricing to buildings and road transport under the EU Emissions Trading 

System (ETS2) creates a dual challenge: it generates substantial public revenues that could 

support a socially just transition, while also exposing households—particularly low-income and 

vulnerable groups—to potentially regressive impacts. Whether ETS2 strengthens or undermines 

social fairness will depend less on the scale of revenues available than on the EU’s ability to 

ensure that these revenues are transparently and demonstrably directed towards those most 

affected. 

Despite important reforms in the 2023 ETS revision and related energy legislation, the current 

governance framework does not yet allow the European Union to verify whether this objective 

is being achieved in practice. Existing reporting systems remain fragmented, outcome-light, 

and insufficiently harmonised across Member States. As a result, the social dimension of 

carbon pricing risks remaining legally mandated but empirically unobservable. 

We believe that this proposed amendment will help the upcoming review of the EU ETS1 in 

accordance with Article 30 of the ETS Directive. This review has been announced to be 

published in July 2026 and will include the targeted adjustments of the Market Stability Reserve. 

Beyond the scope of the review proposed in Article 30, the review could become part of the 

Commission’s rebranding of the ETS as an investment instrument. The European Parliamentary 

Research Service predicts that the 2026 review is likely to open a wider debate on the 

distributional use of ETS revenues. This has become apparent from President von der Leyen’s 

announcement of an ETS Investment Booster for industry at the Antwerp European Industry 

Summit, which will be proposed in the context of the ETS1 review. The review therefore offers 

an opportunity to enhance transparency and effectiveness of revenue use, including 

enhancing the use of revenue for citizens, particularly vulnerable ones.  

Three structural gaps explain this limitation: 

1. Visibility gap: beneficiaries remain largely invisible 

Current reporting frameworks do not systematically identify who benefits from ETS revenue 

spending. While Member States report expenditure categories, there is no consistent, 

mandatory information on whether support reaches vulnerable households, energy-poor 

https://ec.europa.eu/commission/presscorner/detail/en/qanda_26_667
https://www.europarl.europa.eu/RegData/etudes/BRIE/2026/785707/EPRS_BRI(2026)785707_EN.pdf
https://www.europarl.europa.eu/RegData/etudes/BRIE/2026/785707/EPRS_BRI(2026)785707_EN.pdf
https://ec.europa.eu/commission/presscorner/detail/hu/speech_26_382
https://ec.europa.eu/commission/presscorner/detail/hu/speech_26_382
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groups, or those most exposed to ETS2 price impacts. Nor is there systematic reporting on social 

outcomes such as reductions in energy poverty or distribution of energy savings. As a result, 

the social targeting of ETS revenues cannot be empirically assessed at EU level. Addressing this 

requires moving from input-based reporting to standardised, beneficiary-oriented indicators. 

2. Accountability gap: weak enforceability of social prioritisation 

Although EU law now requires that ETS revenues and related energy efficiency funding be 

directed “as a priority” to vulnerable households, the absence of integrated, outcome-

oriented reporting prevents the European Commission from effectively verifying compliance 

with this obligation. The disconnect between ETS revenue reporting, NECP progress reporting, 

and broader monitoring instruments weakens institutional accountability and limits 

enforcement capacity. Without stronger integration between financial flows and measurable 

social outcomes, priority clauses risk remaining legally binding in principle but not enforceable 

in practice. 

3. Comparability gap: fragmentation across Member States 

Divergent reporting practices, inconsistent definitions of vulnerability, and the absence of 

harmonised indicators make it difficult to trace how ETS revenues are used across different 

reports. This undermines the identification of best practices and limits the EU’s capacity to 

assess whether the transition is being implemented in a socially balanced way. A streamlined 

reporting architecture is essential to ensure consistency, enable benchmarking, and support 

evidence-based governance of ETS2-related revenues. 

Policy implication 

Closing these three gaps—visibility, accountability, and comparability—is not a technical 

refinement of reporting systems but a necessary condition for the legitimacy of carbon pricing 

in the EU’s social market economy. Without credible evidence that ETS revenues reach and 

benefit those most affected, the political sustainability of ETS2 risks being undermined. 

Conversely, a strengthened reporting framework would allow the EU to demonstrate that 

carbon pricing can be both economically efficient and socially targeted, reinforcing public 

trust in the green transition and climate policy. 
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A more coherent reporting architecture would also equip the European Commission with the 

necessary tools to enforce existing legal obligations, ensure consistent implementation across 

Member States, and translate the principle of “priority for vulnerable households” into 

observable and verifiable outcomes. 
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