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Thank you for the opportunity to participate in the EU Commission's Call for Evidence on setting

an energy efficiency framework for the decade ahead. We want to share our comments with you

from the perspective of the energy efficiency sector, and we will be available for further consulta-
tion as the process continues.

Background and Summary

With this initiative, the EU Commission develops a post-2030 energy efficiency regime, i. a., to ac-
celerate the transition to climate neutrality by providing a framework that increases the Union’s
resilience for any further crisis, competitiveness, energy security and resilience and strategic inde-
pendence and better tackles energy poverty.

Persistently high energy costs and reliance on energy imports put both European industry and
households under pressure. Energy bills now account for up to 25% of average housing costs,
with one in ten Europeans struggling to afford adequate heating. Europe still imports roughly
60% of its energy, mostly fossil fuel — 19% of total gas imports from Russia, ~10% LNG imports
through the Strait of Hormuz'. On March 31, Commissioner Jargensen highlighted that since the
beginning of the conflict in the Middle East, prices in the EU have risen by around 70% for gas
and by 60% for oil — this translates into added EUR 14 bn. to the Union'’s fossil fuels import bill.2

Ambitious energy efficiency measures are vital — and proven to be successful — in achieving en-
ergy resilience, affordability, and decarbonisation. They boost energy productivity, reduce energy
bills, and lessen the need for costly energy system expansions. The untapped energy efficiency
potential in Europe’s buildings and industry sectors remains substantial. Europe is already a global
technology leader in clean and efficient solutions. Unlocking both potentials means strengthening
the domestic market, creating and securing millions of high-quality jobs, and building long-term
economic wealth for Europe. Targeted policy frameworks and smart state aid can realise the full
growth potential of this sector, while supporting a socially fair transition and climate neutrality.

Therefore, we advise against opening the EED this year as this would endanger critical pro-
gress. Instead, we recommend enforcing the implementation of the current EED as it al-
ready sets the right parameters. If the commission seeks a revision of the EED, it should in-
crease its ambitions. A strong energy efficiency framework is a central pillar of climate neu-
trality, competitiveness and energy sovereignty, provided it combines clear targets, credi-
ble implementation mechanisms and stable investment conditions.

We recommend considering the following measures:

Maintain the current energy efficiency architecture and enforce its implementation
Implement post-2030 efficiency target & electrification KPI in governance regulation
Unlock massive market potential and secure Europe’s technology leadership
Advance the role of energy management systems in light of high energy prices

i A W=

Mandate waste heat/cold recovery from all major sources and standardise reuse, espe-
cially in datacentres, industries, and sewers
6. Strengthen delivery through ESCOs and make energy poverty a core element

" Source: DERA (2026): Die StraBe von Hormus — Erdél, LNG, Helium betroffen
2 EU Commissioner for Housing and Energy Dan Jgrgensen on LinkedIn on the crisis in the Middle East, 2026.
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Key Messages

1.

Current energy efficiency framework sets the right parameter and enables critical
funding for energy efficiency measures — Article 8 of the EED, in particular, is the central
instrument of the EU’s energy efficiency policy framework, a guarantee for the economy
and a stable foundation for many energy efficiency support programmes in every single
country of the EU. However, most Member States failed to implement central measures of
the EED in time. We strongly advise against opening the EED this year, as this would en-
danger critical progress. Instead, we recommend focusing on swift implementation.

A clear and binding energy efficiency target for the period after 2030, which is crucial
to deliver the energy and heat transition across sectors cost-effectively. As it enables
faster and cost-effective electrification, we suggest pairing it with electrification indicators
and integrating it into the governance regulation.

The Energy Efficiency directives should not be revised ahead of schedule or be subject
to deregulation omnibuses. We support the aim of simplifying procedures and reducing
bureaucratic burdens; however, watering down key elements such as Article 8 of the EED
would massively weaken the functioning of the energy efficiency architecture.

Key Findings?

1.

Energy efficiency measures increased energy productivity drastically. Without the en-
ergy productivity gains achieved since 2000, primary energy consumption today would be
around 2,030 Mtoe instead of approximately 1,290 Mtoe. The EU’s import dependency
would have been ~73% instead of ~57%. The EU now produces 50% more added value
with 25% less energy compared to 2000.

40% of the German industry’s final energy consumption could be saved economi-
cally without production cuts. This means lower greenhouse gas emissions and bringing
down the industry’s energy bill by about 29 bn euros every year.

Without energy efficiency measures, electricity demand for decentralised heat sup-
ply would increase up to 98 GW of additional capacity and 153 TWh/year just in
Germany (~output of around 200 additional gas power plants — roughly three times to-
day’s installed gas generation capacity in Germany).

The expansion of heating networks from a current 13% to 20% of EU demand could
save 24 billion cubic meters of gas by 2030 — equivalent to nearly half of Europe’s 2024
Russian gas imports.

Clean and efficient process heat technologies alone have grown by 6.8% per year.
The market volume has the potential to grow by a factor of 22. Nearly one million new
jobs could be created in Germany alone.

3 Please find the sources for each statement on the following pages.
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6. Energy management systems make efficiency potentials transparent and enable an-
nual savings of 3-4% in the industry sector and in addition with further control tech-
nologies total savings of up to 40% in the buildings sector.

7. In Germany, 95% of the potential of over 300 TWh of industrial waste heat remains
untapped - part of a much larger EU-wide potential of 2,860 TWh.

Findings and Recommendations in Detail

1. Maintain the current energy efficiency architecture and enforce its imple-
mentation

Fact Box: Savings achievements and future poten- What if: Without energy
tials in Europe productivity improvements
o today's Energy dependency

Energy efficiency has proven to be a central and of- would be higher than
ten underestimated pillar of EU energy security: 70 percent
without the energy productivity gains achieved since (source: DENEFF, eurostat data)
2000, primary energy consumption today would be - /3
around 2,030 Mtoe instead of approximately 1,290
Mtoe — implying savings of about 740 Mtoe, or more

g
than one-third of current demand. These savings k5
have significantly constrained the EU’s import de- g

[}
pendency; instead of the current ~57%, it would have £ ;

o
risen to around 73%, substantially increasing expo- e
sure to global supply disruptions since 2020. In prac- = 57
tical terms, the avoided demand corresponds to
thousands of additional LNG cargoes per year, an ex-
tension of Europe’s crisis resilience from roughly 100 53
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of about 115 million households. Energy efficiency is

. Observed EU Import-Dependency (%)
therefore not only a climate and cost measure, but a
strategic cornerstone of EU resilience, competitive- Counterfactual import dependency

ness, and geopolitical autonomy.

According to the International Energy Agency, the global economy today produces 36%
more GDP per unit of energy than in 2000, and in manufacturing alone, the EU now pro-
duces 50% more added value with 25% less energy compared to 2000. Producing more with
less is not theoretical; it is already happening*.

However, still massive energy savings potentials exist in various areas of the industrial sector. In
total, 40% of the German industry’s final energy consumption could be saved economically with-
out production cuts. This means lower greenhouse gas emissions and bringing down the indus-
try’'s energy bill by about 29 bn euros every year. It would also ease the transition away from fossil

4 Economic growth, International Energy Agency, 2025; https://www.iea.org/reports/economic-growth
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fuels and Russian gas. Energy efficiency measures not only bring down system costs but also cut
the energy bills of industrial companies and enable the transition towards climate neutrality.

Energy efficiency in buildings is one of the largest untapped levers for reducing electricity de-
mand and easing pressure on the energy system. In the area of decentralised heat supply alone,
electricity demand would increase drastically without energy efficiency measures, requiring up to
98 GW of additional capacity and 153 TWh/year just in Germany. This alone would equal the out-
put of around 200 additional gas power plants (each 500 MW) - roughly three times today’s in-
stalled gas generation capacity in Germany°. Efficiency measures can avoid major increases in
electricity demand, by thermal demand savings potentials varying depending on the building
type, ranging from a few percent up to 30-40%, particularly through digital control technologies.
® Deep or full building renovations can achieve higher in the range of around 60% or more, de-
pending on the initial building condition and renovation depth. Energy Efficiency measures not
only lower total energy use but also reshape demand curves. By flattening winter peaks, they re-
duce the need for costly backup power and grid expansion. More efficient buildings also retain
heat longer, effectively acting as thermal buffer storage. This allows for greater flexibility in elec-
tricity supply, as buildings can be temporarily taken off the grid—or shift demand—without sacri-
ficing comfort or even being noticed by occupants. Efficiency in buildings thus serves not only cli-
mate goals but also plays a vital role in ensuring system stability, reducing infrastructure needs,
and enabling secure and affordable heating and cooling in a fully decarbonised energy system.

The expansion of heating networks from a current 13% to 20% of EU demand could save 24 bil-
lion cubic meters of gas by 20307 — equivalent to nearly half of Europe’s 2024 Russian gas imports
— offering a pathway to energy independence while enabling the integration of renewable and
waste heat sources. Modernisation of existing heating networks offers further major opportuni-
ties.

Situation and Problem

The EED was the driver of nearly all coordinated energy efficiency regimes in the EU. In Germany,
it successfully enabled NAPE — national action plan energy efficiency — in 2014 based on the EED’s
energy savings obligation as so-called alternative strategic measures. Energy efficiency targets
and energy saving obligations (Art. 8 EED) have been important drivers and mandates for public
funding programmes and private investment decisions. While prior to 2014, roughly €1 billion per
year was allocated to building renovation subsidies in Germany, funding increased significantly
thereafter. In recent years, total budget allocations have even reached levels of around €15-18
billion, levelling a multiple of investments.

> Source: idw (Ed.) 2025: Die Rolle der Geb&udeeffizienz fiir die Warmewende. Berlin; https://www.ioew.de/publika-

tion/die rolle der gebaeudeeffizienz fuer die waermewende

6 Source: BMWK. 2022: Einsparpotenziale aus der Optimierung von Heizungsanlagen in Wohngebauden, https://www.bundes-
wirtschaftsministerium.de/Redaktion/DE/Publikationen/Energie/einsparpotenziale-aus-der-optimierung-von-heizungsanlagen-
in-wohngebaeuden.pdf? blob=publicationFile&v=6

7" Source: Aalborg University (2023): Heat Matters: The Missing Link in REPowerEU. Aalborg; https://vbn.aau.dk/ws/portalfi-
les/portal/603638943/20231114 REPower District Heating HRE5 Final V2.pdf
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The most important efficiency measures® for the industrial sector have only been established after
the EU announced an energy efficiency target. From 2019 — 2023, 55.342 funded projects have
been realised. Together they saved 7 mio. tCO2e/year. 2.9 bn euros of public spending levelled
private investments of 9.7 bn euros®. Since 2012, the energy productivity has increased in Ger-
many'® — thanks to the EED.

Despite its success, short-term-oriented calls for deregulation emerge as the economy struggles.
Opening the EED at this time would risk weakening or losing central pillars — e.g. the energy effi-
ciency first principle (Art. 3 EED), the state as a role model approach (Art. 5 & 6 EED), the saving
obligations (Art. 8 EED) and provisions on energy audits and management systems, data centres
and waste heat. Member States would be tempted to weaken their efforts to increase energy
productivity and to cut critical funding. In the long term, this would increase energy dependency,
the vulnerability to external crises and fossil fuel price shocks. Reduced energy productivity would
make European companies less competitive in a global market, risking losing hundreds of thou-
sands of industrial jobs. Furthermore, it would increase energy poverty.

Europe has less of a problem of over-regulation in the field of energy than a much bigger problem
of full implementation of EU rules. So-called “gold plating” is a myth: For example, Germany has
not implemented the energy efficiency first principle and hardly applies it when, e.g., new gas
plants are planned. Instead, the German government plans to cut many measures contributing to
Art. 8 EED without providing any alternatives.

Solution

EU-COM should increase its efforts in monitoring and implementing the EED. The infringement
proceeding from November 2025 has been a necessary first step'’. Considering the current crisis,
the Commission needs to push Member States to provide for future energy crises. Two massive
fossil fuel price shocks in the last six years highlight the necessity to make households and com-
panies less vulnerable, less dependent on energy imports, and more able to prepare themselves.
The EED already provides the correct framework, giving member states the freedom to pick the
individually best strategic means to fulfil this obligation.

We urge the Commission to set a new efficiency target in the governance regulation and leave
the EED as it is. Revise the EED at a time that is not dominated by an energy crisis to allow for an
objective debate.

However, if the Commission wants to proceed with a revision of the EED, we recommend increas-
ing the ambitions, not deregulating and weakening the current efficiency architecture. In particu-
lar, the future framework should better ensure that the “Energy Efficiency First” principle is

8 Called “Federal Funding of Energy and Resource Efficiency in the Economy”; https://www.dena.de/en/infocenter/the-bundes-
foerderung-energie-und-ressourceneffizienz-in-der-wirtschaft-federal-funding-of-energy-and-resource-efficiency-in-the-econ-
omy-funding-programme/

% Source: Fraunhofer ISI, prognos, Universitat Stuttgart & Oko-Institut (2024): Abschlussbericht; https://www.bundeswirtschafts-
ministerium.de/Redaktion/DE/Evaluationen/Foerdermassnahmen/250130-evaluation-eew-abschlussbericht.pdf? blob=publica-
tionFile&v=10

10 Ratio between gross value added and final energy consumption. Source: https://www.umweltbundesamt.de/daten/ener-
gie/energieproduktivitaet

" Source: https://ec.europa.eu/commission/presscorner/detail/en/inf 25 2654
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reflected not only in reporting, but also in infrastructure planning, investment decisions and na-
tional transition pathways, and closely watch relevant national legislative processes.

We therefore recommend:

- Considering the revision not before the energy crisis has settled;
- not de-regulating or weakening central pillars of the EED — e.g. Art. 3, 5, 6, and Art. §;

- requiring Member States to demonstrate in their planning documents how the Energy Ef-
ficiency First principle has been applied where demand-side measures are more cost-ef-
fective than supply-side investments;

- making electrification pathways consistent with the “Energy Efficiency First” principle, so
that demand reduction and flexibility potentials are assessed in parallel to larger supply-
side investments; and

- strengthening the requirement for Member States to report each measure’s material con-
tribution to the energy savings obligations (Art. 8 EED).

2. Implement post-2030 efficiency target & electrification KPI in governance
regulation

Situation and Problem

European industry and households are largely dependent on imported fossil fuels (especially nat-
ural gas). However, this import dependency makes European industry and households equally vul-
nerable to price shocks resulting from external events like the Russian invasion of Ukraine or the
ongoing escalation in the Middle East and is a great barrier to reaching climate neutrality in Eu-
rope.

One pillar to reduce the dependency on fossil fuels is reducing demand through efficiency
measures and switching to electrification where feasible. The technologies exist to efficiently elec-
trify 60% of the heating and cooling demand today and up to 90% in 2035 However, high elec-
tricity prices and an unfavourable gas-to-electricity price ratio still hinder the business case for
many decarbonisation investments. At the same time, broad-based electricity price support with-
out accompanying efficiency incentives risks creating the wrong signals: it can weaken incentives
to reduce demand and use electricity efficiently, increase pressure on grids and generation capac-
ity, and ultimately drive-up total system costs and surcharges. In other words, electrification with-
out efficiency can lead to avoidable capacity costs, higher subsidy needs to compensate for
higher surcharges, and lower public acceptance as energy prices will rise to compensate for the
avoidable additional costs, in particular, grid surcharges.

Solution

Energy efficiency is a core condition for affordable energy, industrial competitiveness, energy se-
curity and climate neutrality in Europe. The energy efficiency framework of the next decade

"2 Source: Fraunhofer ISI (2024): Direct electrification of industrial process heat. An assessment of technologies, potentials and
future prospects for the EU; https://publica.fraunhofer.de/entities/publication/0bb952dd-b0f1-44a5-8276-672dffc24cb7
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requires an ambitious post-2030 energy efficiency target — preferably set in the governance regu-
lation.

A dedicated EU energy efficiency target is essential for investment certainty. It provides the strategic
setting for national policy design, implementation planning and support schemes. Removing or
weakening this pillar in the post-2030 architecture would create uncertainty exactly where long-
term planning and market confidence are most needed.

In line with the Commission's objective to facilitate efficient electrification, we support the intro-
duction of an electrification indicator in the post-2030 governance architecture but only paired
with a dedicated energy efficiency target. However, such an indicator should be introduced along-
side a dedicated energy efficiency target and complementary demand-side metrics.

We therefore recommend:

- Retaining a dedicated EU energy efficiency target in the post-2030 governance architec-
ture;

- translating this target into a credible governance process with clear and binding national
contributions'® and deriving Energy Efficiency Obligation requiring Member States to es-
tablish meaningful policy measures;

- ensuring that the revised Governance Regulation supports, rather than reopens or weak-
ens, the delivery framework under the EED and EPBD;

- maintaining and enforcing energy saving obligations (Art. 8 EED), including alternative
strategic measures as they are the central pillar of the energy efficiency regime in Europe;

- introducing an electrification indicator paired with a dedicated energy efficiency target in
the post-2030 target architecture;

- ensuring that any electrification KPI is complemented by demand-side indicators, such as
final energy demand reduction and energy productivity; and

- requiring Member States to explain in their NECPs how electrification policies and support
schemes are combined with energy efficiency measures.

3. Unlock massive market potential and secure Europe’s technology leadership
Fact Box: Massive market potential — clean and efficient technology as a domestic market

In Germany alone, as the biggest EU market, the efficiency market employs nearly 1 mio. people.
Considering decreasing efficiency investments in Germany, the efficiency industry all over Europe
needs clear signals from the EU Commission to continue investing in Europe.

With renovation rates still far below 1 % (Germany), the potential remains immense. Whilst build-
ing renovations stand for 2.5 % of Germany's GDP (including manufacturing, construction industry
and crafts), an increase in renovation rates to the levels to achieve climate targets could create an

'3 The last time the EU Commission issued an energy efficiency target confusion around the calculation mechanism prevented a
swift implementation of national energy efficiency targets. This should be avoided.
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extra GDP increase of 3.4%.™ Efficiency in buildings, thus, is an important driver of domestic
growth.

A study shows that despite the current trend, low-exergy heat technologies are a key driver of
Greentech growth in Germany. Clean and efficient process heat technologies alone have grown
by 6.8 percentage points per year, which is 1.2 percentage points faster than the overall
Greentech sector. Tapping the energy savings potentials and achieving full decarbonisation could
drive up the market volume for the EU manufacturers of clean and efficient process heat technol-
ogies by a factor of 22. Nearly one million new jobs could be created in Germany alone'. Despite
great growth rates, Europe’s share of exports in the global export market has decreased. China is
advancing rapidly in this market. Germany and Europe-based manufacturers have already lost the
race against China in many segments of generation technologies (e.g. wind turbines, PV). We
should not make this mistake again.

Situation and Problem

Europe’s competitiveness depends not only on lowering energy costs, but also on creating pre-
dictable framework conditions for investments in clean and efficient technologies. Markets for ef-
ficiency technologies — especially efficient heating, cooling and industrial heat solutions do not
scale on political ambition alone. They need visibility on long-term targets, stable implementation
frameworks and credible national investment pathways. Today, however, investment signals re-
main too fragmented across Member States, and the current efficiency framework does not yet
provide sufficient clarity on how national policies and financing will support the deployment of
clean and efficient solutions beyond 2030.

Without stronger investment planning, Europe risks weakening its domestic market for energy ef-
ficiency and clean technologies at precisely the time when these markets are becoming strategi-
cally important for resilience, affordability and industrial leadership.

Solution

Advancing the transition to clean and efficient technologies not only contributes to Europe’s path
to climate neutrality but is also an investment in the domestic market and Europe’s leadership in
technology, benefiting European companies and employees in the long term. For example, in Ger-
many alone, energy-efficiency measures in buildings generated around €85 billion in gross pro-
duction and sustained approximately 575,000 jobs (directly and indirectly)'®. The EU needs to act
if it wants to secure the potential. Necessary measures are in line with several objectives of the
new plan for Europe’s sustainable prosperity and competitiveness and reinforce Europe’s ad-
vantage in green and efficient technology.

We therefore recommend:

- Foster planning security by defining crucial targets: Define energy efficiency and decar-
bonisation targets for the heating and cooling sector. Define ambitious targets for

14 Source: DENEFF/Prognos 2025: Wirtschaftsfaktor energetische Geb&udesanierung. https://deneff.org/wp-content/uplo-
ads/2025/09/DENEFF Factsheet Wirtschaftl Bedeutung GebSanierung.pdf

'S Source: Prognos (ed.) 2025: Marktanalyse: Net-Zero Technologien fir energieeffiziente Prozesswarme. Berlin;
https://deneff.org/wp-content/uploads/2025/08/DENEFF Prognos Green Process heat market analysis 2025.pdf

16 Source: UBA (2024): Okonomische Indikatoren von MaBnahmen zur Steigerung der Energieeffizienz - Materialien Berichtsjahr
2023. Berlin; https://www.umweltbundesamt.de/publikationen/oekonomische-indikatoren-von-massnahmen-zur-2
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renewable heat and cold for buildings and industries. In general, define energy efficiency
targets that go beyond 2030;

- encourage member states to use ETS revenues to ramp up support schemes to enable
companies and households to adopt the best energy efficiency solutions to decarbonise
their heat and cold demand (e.g. consistent funding, easier access to loans specifically for
SMEs, specific loans with an option of the adjournment of repayment cycles, secure car-
bon contracts for difference);

- promote the introduction of derisking instruments such as tripartites at the national level
to encourage the uptake of decarbonisation projects in the heating and cooling sector
and other technologies;

- mandate member states to put up roadmaps for the efficient decarbonisation pathways of
low-, medium-, and high-temperature heat and connect them with the Electrification Ac-
tion Plan; and

- allocate Horizon Europe funds for R&D pilots in emerging heat and energy saving tech-
nologies.

4. Reconsider the role of energy management systems (EnMS) in light of high
energy prices

Fact Box: Responsibility as standard

As a flexible and soft informative tool, EnMS help companies to systematically and independently
tap into potential for economic efficiency. EnMS certified to ISO 50001 have been widely used for
many years'’. Companies use them to achieve long-term energy savings of 3 to 4% per year and
implement a wide range of measures, particularly simple ones'®.

Situation and Problem

EnMS make energy flows visible and energy efficiency potentials of enterprises transparent. They
enable strategic investment plans for energy efficiency measures. It is one of the softer measures
in the EED as Art. 11 is not accompanied by implementation obligations of economically viable
measures.

The high EU threshold of 85 TJ neglects the efficiency potential of SMEs, while energy price in-
creases make more ambitious levels reasonable. Furthermore, the EU Commission’s recommenda-
tion' for Member States regarding the definition of companies sets the wrong incentives: In 3.2.
it is recommended to consider all linked enterprises within the territory of the EU. Given an enter-
prise that reaches the threshold when all linked enterprises are combined, legal units/sites of the
enterprise below the threshold must implement an energy management system. Especially service
providers with many legal units/sites with little efficiency potential will be affected, while industrial

7 Source: ISO, 2023: Survey of Management System Standard Certifications; https://certiget.eu/en/guides/iso-survey-2023-re-
port-results-global-trends-in-iso-management-systems-certification

'8 E.g. lightning, motion, efficient production technologies, waste heat. Source: PwC et al., 2022: Studie zur Wirkung Energiema-
nagementsystemen; https://www.bfee-online.de/SharedDocs/Downloads/BfEE/DE/Energiedienstleistungen/studie wir-

kung enm_ systeme 2022.html

19 See: https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=0J:.L 202402002
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enterprises with a single site and massive efficiency potential will profit from it when it falls below
the 85 TJ.

Multiple reporting obligations are a burden: numerous overlapping obligations — energy audits,
EnMS, waste heat registers, CSRD, environmental counter-performance — and unclear responsibili-
ties (among authorities) or obligations create additional workload and uncertainty.

Solution

In Germany, EnMS are common for annual consumption of 18 TJ (5 GWh) or more and, in past
subsidy regimes, have been mandatory for companies with electricity consumption of 3.6 TJ (1
GWh) or more. The current energy crisis has caused a debate about decreasing energy prices for
end users. To reduce the risk of a windfall gain and enable cost-efficient subsidies where needed,
we highly recommend enforcing EnMS, on top of EU minimum standards set out in the EED, as a
prerequisite for all industrial end users above 3.6 TJ that aim to profit from energy subsidies. Fur-
thermore, the Commission should examine the implementation obligations of economically viable
measures with distinct criteria, such as environmental counter-performances for energy subsidies.
These measures reduce both the need for and the scale of future subsidies in times of energy cri-
ses.

Enterprises can be successfully unburdened through streamlining reporting. We recommend a
single digital platform for each Member State to report all necessary energy data for all require-
ments of any laws, subsidies, state aid, et cetera, at once. The digital platform should have a pub-
lic API that makes compatibility with existing energy systems of enterprises possible. This enables
automatic reporting and reduces the economic burden of reporting massively.

We therefore recommend:

- Lowering the threshold from 85 TJ to 18 TJ for the smallest legal unit;

- changing the recommendations for Member States regarding the definition of companies
from compound companies to the smallest legal unit®,

- making EnMS a requirement for energy subsidies for industrial end users above 3.6 TJ;

- examining implementation obligations as environmental counter-performance for energy
subsidies; and

- requiring Member States to establish a single digital energy data reporting platform for
companies for all reporting requirements.

5. Mandate waste heat/cold recovery from all major sources and standardise
reuse, especially in datacentres, industries, and sewers

Fact Box: Massive waste heat potential - largely untapped until now

Large amounts of waste heat from industrial processes, data centres, and urban infrastructure re-
main untapped across Europe. In Germany, 95% of the potential of over 300 TWh of industrial
waste heat remains untapped — part of a much larger EU-wide potential of 2,860 TWh. Today,
waste heat potential predominantly originates from industrial processes. In the short period of

20 In compliance with the EU-SME definition (2003/361/EG of the EU Commission from the 6" of May 2003
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time, the exponential growth of data centres in the Netherlands, Belgium, France, Denmark and
Germany will add significantly to the EU-wide potential of waste heat. In addition, wastewater also
has significant potential that is only beginning to be tapped?'. This energy is often released un-
used into the environment, despite its potential to significantly contribute to decarbonising dis-
trict heating systems and improving overall energy system efficiency.

Integrating waste heat into heating networks remains a challenge due to fragmented infrastruc-
ture, lack of data transparency, and regulatory hurdles.

New (digital) infrastructure demands are emerging.

Data centres and Al facilities proliferate, concentrating energy use in urban hubs and straining lo-
cal grids. Al-ready racks now consume 40 to 135 kW each compared to traditional 4 to 6 kW, with
upcoming systems announced to exceed 500 kW??2. These rapidly growing energy consumers ac-
celerate the need for more robust, flexible, and decarbonised power and waste heat reuse sys-
tems.

Situation and Problem

High-temperature waste heat may decrease with successful electrification in industries: The ongo-
ing transformation of industrial processes — through electrification, efficiency gains and structural
change - has the potential to reduce high-temperature waste heat availability significantly in the

future.

Real-world data and practical implementation experience show that a substantial share of existing
waste heat potential remains unused due to missing system integration and regulatory recognition.
The German waste heat platform already identifies more than 26,000 industrial waste heat sources with
a combined potential of approximately 255 TWh per year which could be used for DHC or ORC pro-
cesses.

Low-temperature waste heat will dramatically increase: Driven by the dynamic growth of the
data centre industry and urban sources such as sewage waters, this potential is increasing
significantly now.

A lack of EU- and member-state waste heat strategies continues to hamper the strategic use of
this potential. Without clear policy guidance and integrated planning tools, Europe risks missing a
key opportunity for cost-effective and socially fair decarbonisation.

Solution

Only by strategically integrating waste heat into future-oriented heating systems today can Eu-
rope avoid stranded investments tomorrow and secure a resilient, efficient heat supply for dec-
ades to come.

We therefore recommend:

21 Source: EY Parthenon. (ed.) 2023: Wie industrielle Warmepumpen ungenutzte Potenziale erschlieBen kénnen. Berlin;
https://www.ey.com/de de/insights/strategy/waermepumpen-als-schluessel-zur-nachhaltigen-industrie

22 Source: Frank Long. 2025: 1,000 homes of power in a filing cabinet - rising power density disrupts Al infrastructure. Goldman
Sachs.
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- Applying a waste heat cascade logic: avoid waste heat generation where possible, reuse it
within the company, and only then feed it into local heating networks.

- Treat waste heat on a par with renewable energy when promoting decarbonization
measures, for example in industry.

- Member-states to gather and digitally visualise information about larger waste heat po-
tentials in industry, data centres and sewers.

- Considering waste heat from sewer water as an option for decarbonization.

- Requiring new major urban/industrial developments, data centres, cold stores and other
entities with waste heat potential to be DHC-connectable. Require DHC networks to ac-
cept waste heat from such entities.

- Waste heat recovery from industrial processes should be eligible for free allocation (cred-
its) within the ETS to increase attractiveness for industries to adopt waste heat recovery.
Exempt waste heat provided to other users from scope 3.11 for the provider.

- Aligning waste heat potentials with municipal heat planning: Municipal heat planning has
to consider waste heat resources appropriately.

- Systematically unlocking untapped low-temperature waste heat sources in urban areas
and from digital infrastructure, consider the cold chain, deploy monitoring and predictive
maintenance tools and expand waste heat recovery. Ramp up targeted support for the
switch to low-temperature heating and hot water systems: converting the consumer side,
particularly in buildings, is crucial for the efficient use of waste heat. This enables the di-
rect use of increasing urban waste heat sources and minimises the energy required to
raise the temperature.

- Strengthening tripartite coordination between energy producers, users and Member
States in the spirit of Action 6 of the Action Plan for Affordable Energy.

- Supporting knowledge-sharing, network-building and digital matchmaking for waste heat
integration via platforms such as AwaNetz.de, and consider scaling such solutions at the
EU level.

- Support ORC processes, which are generating power from industrial waste heat in the
context of wast heat support schemes.

- Recognising and promoting dual-function technologies which make use of waste heat
and generate electricity at the same time in the EU, and waste heat via integrated thermo-
electric generators.

- Water and sewage infrastructure — including abstraction, pumping, treatment, and
wastewater processing — consumes significant amounts of energy, while leakages of up to
25% cause unnecessary losses. At the same time, wastewater heat recovery could cover up
to 5% of the overall residential heat demand in Germany alone — saving 4.4 Mio. t CO
emissions per year?,

- We recommend aligning the Heating and Cooling Strategy with the EU Water Resilience
Strategy by:

* Introducing joint targets for water and energy efficiency in national heat and cool-
ing plans.

2 Source: ifeu 2018. Kurzgutachten: Kommunale Abwésser als Potenzial fiir die Warmewende? Heidelberg.
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= Supporting wastewater heat recovery by establishing an EU-wide action plan to
enforce stakeholder networks between the energy and water sectors, enabling the
sharing of technical and regulatory knowledge of frontrunners and establishing
guidance for tapping wastewater as a carbon-neutral energy source.

» Supporting high-efficiency pumping technologies via EU funding programmes,
including the Water Resilience Investment Accelerator.

» Establishing a European data platform to share best practices and benchmarks for
combined water and energy efficiency measures.

6. Strengthen delivery through ESCOs and make energy poverty a core element
Situation and Problem

Despite the urgent need to decarbonise heat supply in industry and buildings, progress is hin-
dered by persistent barriers affecting key actors. Small and medium enterprises (SME) lack inter-
nal expertise, financial resources, and capacity to plan and implement energy efficiency measures
independently, leaving cost-effective savings untapped. Local authorities and utilities struggle
with insufficient technical guidance, financial means, and a shortage of qualified installers to de-
velop and operate district heating and cooling (DHC) systems. Vulnerable households risk exclu-
sion from the energy transition due to high upfront renovation costs, regulatory uncertainty, and
limited ability to bear additional expenses.

These challenges threaten to stall the heat transition and exacerbate social inequalities. Without
clear frameworks and support, necessary investments will not materialise, and infrastructure risks
will become stranded. To address these issues and to push the ESCO markets, the regulatory play-
ground needs to be consistent. As of today, the major challenges can be grouped into four key
areas requiring tailored solutions:

a) Stable and Supportive Regulatory Framework

- Non-discriminatory market access for energy services is lacking or inconsistently applied
across Member States, restricting access to finance, subsidies, and customers.

- Delays and uncertainties in implementing EU directives (EED, EPBD, RED lll) undermine in-
vestor confidence.

b) Ignite and stabilise District Heating and Cooling (DHC) Expansion

- Existing DHC infrastructure is insufficient in coverage and scale, limiting the distribution of
decarbonised heat and cold.

- Heat planning obligations are insufficiently enforced or set at too high thresholds for only
large municipalities

- Local governments and utilities face a lack of technical and financial resources to imple-
ment comprehensive heating and cooling strategies.

c) Lack of Standardised Measurement and Verification Frameworks

- Standardised Measurement and Verification Frameworks have not been implemented in
the past.
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- Local governments, housing companies, and real estate owners are not able to report and
monitor energy consumption before and after decarbonisation and retrofit measures have
been implemented. This is also the case for measures, which have been subsidised by
public subsidy programmes.

d) Social Contracting and Energy Poverty

- Vulnerable households face financial and structural barriers to participating in energy effi-
ciency and clean heating measures.

- Lack of dedicated support mechanisms prevents equitable access to renovation and clean
heat supply.

- Innovative funding models combining energy service providers and social subsidies are
not yet widely implemented or scaled.

Solution

ESCOs are key actors in delivering the heat transformation across sectors. Their role is to plan, fi-
nance and implement complex and capital-intensive solutions that combine efficiency, renewable
heat and digitalisation — and make them accessible for a broad range of actors, including industry,
public institutions, building owners and low-income households. They reduce investment risks
and enable the bundling of decarbonisation measures into manageable service models. To fully
leverage their potential, the following measures are needed:

a) Stable and Supportive Regulatory Framework

- Create non-discriminatory national frameworks: Require Member States to ensure fair
market access, financing options and subsidies for energy service providers within the
next 2 years at the latest.

b) Small and large District Heating and Cooling (DHC) is one of the major playgrounds of ESCO
businesses, but is still hampered by inconsistent, unambitious framework conditions

- Boost expansion and decarbonisation: Strengthen legal mandates and tie financial sup-
port for new DHC systems to smart, low-temperature, waste heat/cold-ready and renewa-
ble-based networks.

- Strengthen heat mapping: Lower the threshold for municipal heat planning obligations
(e.g., from 45,000 inhabitants), include district cooling, and link planning outcomes to
ESCO and utility action. Mandate recovery from major waste heat/cold sources.

- Standardise technical interfaces: Define standards for contracts and technologies used to
feed into DHC networks to ease integration.

c) Set up Measurement and Verification (M&YV) Framework

- To disseminate ESCO business models for the implementation of electrification and decar-
bonisation efforts, a standardised M&V Framework should be considered. This would pro-
vide a transparent and accessible methodology for the monitoring of energy efficiency in-
vestments, electrification investments and other decarbonisation efforts.

- Role models for Standardised M&YV Frameworks have been developed in the US and Can-
ada, and have also been, in a few cases, transformed to the EU within the Investors'’
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Confidence Project. Despite a good track record, the EU has not taken up the methodol-
ogy so far.

d) Roll out Social Contracting and mitigate Energy Poverty

- Support the implementation of social contracting models in member states by supporting
access to the EU Social Climate Fund.

- This would strongly contribute to empowering low-income households to participate in
the heating transition. Social contracting combines energy-efficient renovation and clean
heating via ESCOs, while investments are refinanced through the heat price and subsi-
dised by the EU Social Climate Fund.

- Ensure affordability: These models make climate-friendly heat supply cost-neutral, pre-
serving affordable warm rents after renovation and supporting a just heat transition.

15



