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The energy transition in the built environment represents the biggest post-war renovation of the
Netherlands’ building stock. The measures will extend behind the front door of practically every building
in the country. It will take more than statements about the number of homes involved and the targets
for specific years to persuade individuals to do what is needed to make the transition. People need to be
informed more clearly and policy has to be connected with public sentiment in specific neighbourhoods.
This year the ‘sector platforms’ engaged in the talks on a Dutch Climate Agreement have conducted
intensive negotiations on the need to accelerate the transition. The Council attended some meetings

of the Built Environment sector platform as an observer and has spoken to the chair of the platform
(Diederik Samsom) and the chair of the Climate Change Conference (Ed Nijpels). This advisory report is
written from the perspective of the citizen and makes specific recommendations on measures that can
be taken to accelerate the energy transition.

The Council has investigated what needs to be done for a successful transition. What can be done to
provide the certainty that the stakeholders require and to ensure that everyone concerned can and

will do what is needed? In this advisory report the Council discusses the freedom of choice of property

owners, the public responsibility for infrastructure and the allocation of costs.
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SUMMARY

Acceleration of the energy transition is needed

To meet the targets of the Paris Agreement on climate change, the carbon
footprint of 200,000 homes will have to be reduced to CO,-low every year
until 2050. That represents almost 800 homes on every weekday for thirty
years. In other words, practically every household and every owner of a
building will be affected by this process in the coming decades. However,
realising the energy transition in the built environment is proving to be a
complex and difficult undertaking. There is no automatic guarantee of public
commitment and involvement in the process. Because only limited progress
has been made recently, the Council has investigated what measures are

needed to accelerate the transition.

Two requirements: provide clarity and make connection with other issues
The Council observes that two fundamental conditions must be met if
individuals and society in general are to be persuaded to act: clarity

and connection. Greater clarity is needed about the division of
responsibilities, the size and allocation of costs and the timetable for the
transition. Furthermore, the transition will only succeed if there is effective
communication with the public. The prospect of a successful energy
transition will only emerge if other issues that affect the neighbourhoods
and the relevant households can be linked to the transition process.

This advisory report is addressed mainly to the national government,

but is written from the perspective of the citizen.
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Three basic principles in the recommendations

The Council has observed in the discussions that led to this report that a
political and administrative debate is needed on three basic principles.

That debate should culminate in the explicit choices that have to be made
to accelerate the transition. The three basic principles are freedom of choice,
division of public and private responsibilities and the need to accelerate the

first phase of the transition.

Recommendations

On the basis of the basic requirements of clarity and connection and
the three underlying basic principles, the Council makes a series of
recommendations relating to the timetable for the transition, the costs
and affordability of measures that are adopted, investments that have

to be made and public support at neighbourhood level.

To meet the public demand for clarity regarding developments relating

to the energy transition, a shared view of the timetable is essential.

The Council makes recommendations for further refinement of the time-
table. For example, in addition to extra funding, the government should
also formulate a vision for municipal governance of new infrastructure in
the first phase of the transition. During that phase, intensive efforts should
also be devoted to promoting energy saving. Every government building

should be carbon-neutral by 2040.

The Council regards the construction of the heat infrastructure in the public

space as a public task. It recommends that everyone within a supply area
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should contribute to the costs of constructing this facility, even individuals
who opt for an alternative source of supply. Furthermore, the cost of heat
could differ between districts, municipalities and regions. The Council
advocates a statutory maximum price for heating, which will require the
establishment of a system for regulating costs that spans the entire
spectrum of heating supply (different temperatures, all-electric, hydrogen

and biogas).

The energy transition is not a priority for everyone, particularly in areas
where there are other urgent problems such as a risk of flooding or
problems relating to safety or the quality of life. The Council therefore
recommends that municipalities should be obliged to ensure that their
transition visions and their plans for the heat supply closely reflect the

dynamic in the district.




ADVICE

1

INTRODUCTION

Agreements were made at the Climate Summit in Paris in 2015 designed
to prevent the average temperature on earth from rising by more than two
degrees Celsius, with the ambition of limiting the temperature increase to

less than 1.5 degrees Celsius.

In the present government’s coalition agreement, the Paris Climate
Agreement was translated into the target of reducing greenhouse-gas
emissions in the period up to 2050 by 95% compared with 1990. The

agreement sets an interim target of reducing emissions by 49% in 2030.

To achieve the present government’s climate targets, the current system of
generating heat in the built environment from fossil fuels, primarily natural
gas, will have to be almost entirely replaced by heat systems based on
sustainable energy sources. Natural gas-fired central heating boilers and
gas-fired cookers will disappear from homes, business premises and
offices in the Netherlands. Further energy savings will have to be made by
improving the insulation of buildings, which will make it possible to use

alternative sustainable heat sources.
The necessary renovation or modification of more than 7.5 million homes

and nearly 400,000 buildings with a social or commercial function has often

been described as the greatest renovation programme in the Netherlands
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since the post-war reconstruction. In the Council’s view, the number of

buildings that will have to be renovated justifies that claim.

The coalition agreement states that 30,000 to 50,000 homes will have to be
modified each year up to the end of the current government period (March
2021).That figure represents between 100 and 200 homes each and every
working day. In the ensuing period up to 2050, 200,000 homes will have to
be made more sustainable every year.That means almost 800 homes every
working day, for 30 years. In the coming decades practically, every house-
hold and every owner of a building in the Netherlands will be affected by

this operation.

1.1 Request for advice

The energy transition in the built environment is proving to be a complex
and difficult undertaking. Only limited progress has been made recently,
particularly in light of the challenges we face. The Council therefore
addresses the following questions in this advisory report:

e What measures should the government take to ensure that everyone
concerned is able and willing to work towards a rapid transition to a
low-CO, heat supply in the built environment?

e What financial measures and what agreements on the role and
responsibilities of public authorities are needed to achieve the

objectives defined for 2030 and 2050 in the coalition agreement?
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The Council sets out what it considers to be necessary, in addition to
existing plans, to accelerate the transition to a low-CO, heat supply in the
built environment and to maximise the prospect of success. The report is

written from the perspective of the citizen.

1.2 Scope

This advisory report concentrates on the modifications that have to be
made in, on and to existing buildings and on the construction of the infra-
structure for supplying heat to homes and industrial premises.” The report
does not consider the construction of new buildings because specific
agreements have already been made in that regard (Tweede Kamer, 2018a).
The generation of electricity from renewable sources is also not covered in

this report.

The report is addressed to every party that will be required to take action

to accelerate progress with the transition: market actors and public
authorities, owners and tenants. For the reader’s convenience, the phrase
‘owners of dwellings or other buildings’ is frequently used. The Council is
fully aware that a large proportion of the housing stock is owned by housing
associations which have to take account of the views of their tenants

when planning large-scale renovations. In addition, a large proportion of

1 The report therefore fleshes out the ‘low-temperature heat function’ track in the report ‘A Prosperous Nation without
CO;' [Rijk zonder CO,] (Rli, 2015).




owner-occupied homes are managed by Owners’ Associations. Other
stakeholders are investors, building companies, installation companies,
architects, financiers, network managers and private landlords and this

report is also addressed to them.

1.3 Structure of the report

Chapter two discusses the overarching challenges facing public authorities
in making the transition of the heat supply to buildings and homes and
makes suggestions for the basic principles that the Council feels should
guide the transition process. Chapter three presents the Council’s specific
recommendations for achieving the targets that have been set. They relate
to the timetable for the transition, the costs and affordability of measures,
home investments and public support for the transition. The chapter
concludes with recommendations that are relevant for the proper

preparation for subsequent phases in the transition process.

' WARMLY RECOMMENDED | ADVICE | CHAPTER 2

2 PROVIDE CERTAINTY AND

MAKE A CONNECTION

2.1 Introduction

In its advisory report ‘A Prosperous Nation without CO,’ [Rijk zonder CO,]
(Rli, 2015), the Council concluded that the energy transition in the built
environment could proceed relatively quickly because the technology was
available. Moreover, the Netherlands is far less dependent on international
policies and less affected by international competition in this domain than
with respect to other areas of energy demand (for mobility or energy-
intensive industry, for example). Despite that, little progress has been made
in relation to the built environment. The slow pace of the energy transition

in the built environment appears to have other causes.

The provisional conclusions of the Built Environment sector platform in the
negotiations on a new Climate Agreement show that the transformation of
the heat supply to buildings is technically feasible. Although the transition
will be very expensive — a sustainable heat network or heat pump can still
not compete with heat produced with cheap natural gas from Groningen

in terms of cost-efficiency — the bill is not so high as to be unaffordable
from a macro-economic perspective. Furthermore, the costs of the energy

transition are offset by significant social benefits. However, technology and




social costs are only part of the puzzle. An essential factor for the success
of the energy transition in the built environment is the willingness of eight
million households and owners of buildings to make an effort to achieve it.

In other words, it is far more than just a technical or accounting exercise.

The efforts and commitment of society cannot be taken for granted. Many
Dutch people are concerned with very different problems than using energy
more sustainably. Some are struggling with problems in their relationship
or with debt; others devote their energy to creating a better future for their
children; yet others are endeavouring to build a customer base for their
new start-up. Amidst all of these concerns, responsibilities and dreams for
the future, the government has to find a way of persuading people to think
about and invest substantial time and money in pursuit of goals that are not
a short-term priority, but which cannot be put off any longer in the wider

public interest.

What distinguishes the energy transition from other major economic
changes is that it is not being driven by the free market as a result of
technological developments, as in the case of the invention of the steam
engine or the computer for example.The energy transition has been
initiated by the government, in the public interest, and that complicates

efforts to make it a success.

In a report entitled ‘Influencing Behaviour: More Effective Environmental
Policy through Insight into Human Behaviour’ [Doen en laten, effectiever

beleid door mensenkennis] (Rli, 2014), the Council recommended making
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better use of knowledge of human behaviour to achieve the objectives
of environmental policy. Knowledge derived from behavioural science is
also essential to formulate effective policy in the transition to low-CO,

heat supply.

Because this report is concerned mainly with the initial phase of the energy
transition in the built environment, the Council asked a large number of
stakeholders for their views on what is required most of all to persuade
society and individual citizens to take the necessary action. The interviews
revealed two main preconditions for a successful transition: the need for

greater clarity and the need for more effective communication with the public.

Provide clarity

The Built Environment sector platform has formulated a package of meas-
ures, together with a timetable, with which the government’s target

for 2030 can in principle be achieved (Hekkenberg & Koelemeijer, 2018).

In its proposal the Regional Energy Strategies (RES) and the municipal
visions and plans for the transition will provide guidance on the transition
and form an important basis for its implementation. However, the
provisional ‘Proposal for key points of the Climate Agreement’ leaves
many questions unanswered — questions relating to the division of
responsibilities, the costs and how they will be allocated, whether the
decision-making procedures will be fair, the timetable — at least until 2030
— and guarantees that the necessary renovations will be feasible and afford-
able for everyone.To secure public support for the transition, answers will

have to be provided for these outstanding questions as soon as possible.




Connect with other issues

The transition will only be realised if the questions, interests and wishes of
owners are effectively addressed. The Council has concluded that this will
only be possible if the transition process is actively linked to other issues
that occupy the minds of people in the districts and the relevant house-
holds. The prospect of a successful energy transition is only possible if
these other issues are successfully linked to the implementation strategy

based on technology and policy objectives.

The Council also observes that there is a contradiction between the
demand for greater clarity and an implementation strategy based on a
connection with the needs and wishes of residents and districts. In the
Council’s opinion, it is therefore crucial to find the right balance between
these two aspects. In reviewing how this balance can be found, the
Council considered three basic principles that play an important role in
the debate on the transition of the heat supply but have not yet been
explicitly discussed and formulated. The Council has used these three
basic principles as the starting point for the specific recommendations it

makes in the following chapter.
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2.2 Three basic principles

2.2.1 Establish that collective choices take precedence over individual
choices
The Dutch attach great value to freedom of choice, especially concerning
private matters such as the furnishing of their own home or investments
in their own business. For the energy transition in the built environment,
however, coherent choices will have to be made regarding the energy
systems of the future on various scales and on the basis of technical
possibilities and costs. This collective decision-making on the heat supply
for a district, a municipality or a region will greatly curtail individual
freedom of choice. On the other hand, respecting complete freedom of
choice would lead to a delay in making decisions and to solutions that are
sub-optimal and cost-ineffective. In the worst-case scenario, it would lead
to the economically imprudent construction of parallel infrastructures
(a heat network and a gas network and a stronger electricity grid). The
Council advises the government to clearly pronounce the position that the
public interest in a timely and affordable transition to low-CO, heat takes
precedence over individual freedom of choice. However, the curtailment of
the individual’'s complete freedom of choice is only defensible if the political
decision is made transparently and is democratically legitimate. The right to
consultation and appeal must therefore be clearly regulated at the start of

the decision-making process.

2.2.2 Establish the division of public and private responsibilities in advance

What are the respective responsibilities of public authorities, citizens




and businesses in the transition to a low-CO, heat supply for buildings
in Netherlands? It is a straightforward question, but it has also not been
clearly answered yet. The answer will determine who will have to

make investments and how the costs will in principle be allocated.

The construction of the heat infrastructure also raises the question of
how end users of heat can be protected against abuses or the negative

effects of monopoly positions.

Figure 1: Actors in the energy transition in the built environment
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The Council takes the view that it is also important to make and document
clear choices on this point, since this could help to avoid complicated
discussions during the implementation process. In the Council’s opinion,
the logical choice for the dividing line between the public and private
domain is the normal boundary of the front door of homes and business
premises. This means that the construction and financing of the new heat
infrastructure is the responsibility of the government up to front door.

In the view of the Council, this new infrastructure should, like the infra-
structure for fossil energy, be wholly or partially owned by the government
or by companies that are wholly or partially owned by the government or
by public-private partnerships (PPPs). Government ownership could also be
made a precondition if a concession model is adopted. The Council further
suggests that a clear choice should be made on how the construction of the
heat infrastructure will be funded. The Council recommends that those costs
should be passed on to every citizen and business within the supply area of

a particular heat infrastructure (see also recommendation 3.2.1).

The choice of the front door as the boundary between public and private
responsibility implies that owners of homes and commercial buildings will
bear responsibility for modifications to the insulation of a building and for
the necessary appliances in the home. This is justified, for example, by the
fact that the appreciation in the property’s value also benefits the owner
(not the tenant). Moreover, a great many owners have in the past, with

the help of subsidies or otherwise, invested in making their home or

commercial property more sustainable at their own expense.



However, this choice raises another question: how to ensure that everyone
is actually able to make the necessary investments. The Council believes
that the government should adopt the basic principle that everyone must
have access to sustainable heat and that it should therefore facilitate the
necessary investments if necessary. Uncertainty on this point will seriously

undermine public support for the transition

2.2.3 Accelerate the transition to low-CO, buildings in the initial phase
with additional measures, but regularly assess the feasibility of
the planning

To achieve the objective of realising a low-CO, built environment by no

later than 2050, an enormous acceleration of the operation to increase the

sustainability of the building stock is needed. The Council has considered

when and how the acceleration should ideally occur.

In that context, the Council concludes that there is no time to lose. In view
of the unprecedented scale of the renovations, the deadline of 2050 will
otherwise no longer be feasible. In the following chapter the Council makes
a number of recommendations for a more intensive, publicly financed
programme to kick start the acceleration of the operation in the initial
phase. This programme is needed to increase the momentum of the further
development of existing technologies for sustainable heating of buildings

and so reduce the costs of infrastructure and equipment more rapidly.

However, the Council concludes that this will not be sufficient to guarantee

that the price of sustainably-generated heat will decline rapidly enough to
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make it affordable in time for every owner. It is also impossible to predict
how the economy, and with it the capacity of owners to invest in their
properties, will develop in the course of the transition. Furthermore, at
district and municipal level the costs of constructing new infrastructure
for heating will be lower if it can be carried out in combination with other
public works in the district or municipality. In addition to starting the
process as soon as possible, the Council therefore also calls for intensive
monitoring of the feasibility of the planning. The timetable for the
transition should be reviewed at regular intervals, for example every two
years, to ascertain whether it needs to be revised in light of economic,
social and technological developments. This oversight will reduce the risk

of losing public support.




RECOMMENDATIONS

3.1 Timetable

The Council makes a number of recommendations for refining the timetable
in order to provide the clarity about the course of the energy transition that
the public demands. In 2019, for example, municipalities should be provided
with a guideline for determining what will be done in each district and
when.The Regional Energy Strategies should then be published in 2020,

so that the municipalities can then adopt their Transition visions for Heat in
2021.The Council’'s recommendations are concerned not only with achieving
the objectives for 2030 and 2050, but also relate to the measures that need
to be taken during the current government’s term of office and up to the end

of 2040, respectively.

3.1.1 In 2019, adopt a national strategic narrative for the energy transition
in the built environment that is supported by the entire government
and provide for periodic review of the narrative

The Paris Climate Agreement and the ensuing agreements in the present

government'’s coalition agreement form the basis for the discussions on the

new Dutch Climate Agreement. In the view of the Council, merely referring
to the government’s signing of the Paris Agreement and the coalition agree-
ment does not provide an adequate basis for a transition that requires the

participation of every household and owner of a building. In the Council’s
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opinion, to secure public support for the government-initiated transition in
the built environment the government must display more political leader-
ship on the issue. The Council therefore calls on the government to publish

a national strategic narrative for the energy transition within a year.

The narrative should describe the usefulness and necessity of the
transition, enumerate the costs and revenues in the shorter and longer
term and describe the envisaged ultimate situation. It should also set
out the policy framework and the timetable for implementing the
transition. With government-wide promotion, this narrative could explain
the importance of the operation to society and generate the necessary
public support. Primary responsibility within the government for the
transition to low-CO, heat supply in the built environment should rest
with the Minister of the Interior and Kingdom Relations. Providing clarity
and securing public support start with a convincing narrative promoted

by the entire government.

In the Council’s view, the Minister of the Interior and Kingdom Relations
should also clearly convey the fact that the transition is such a complex and
substantial project that it will inevitably be a process of trial and error.The
guiding narrative should therefore also be revised periodically, for example

every two years.




Figure 2: Paths to low-CO,
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3.1.2 Establish a strategy for the governance of the new infrastructure,
and flesh it out in guidelines on how municipalities can meet their
responsibilities

On the assumption that the new heat infrastructure is a public responsibility

(section 2.2.2), municipalities will have to flesh out their transition visions

for heat at district level and deliver the infrastructure. Practical experience

illustrates the difficulty of getting heat networks off the ground. There is no
ready-made solution: the municipality can grant a concession, participate

in a heat company, form a public-private partnership, etc.

In the Council’s opinion, the national government must assist the
municipalities in this process and therefore recommends that in 2019 the
Minister of Economic Affairs and Climate Policy should draft a strategy
document setting out the basic principles for the governance of new
infrastructure and then flesh it out in practical guidelines for the
municipalities with respect to every possible form of new infrastructure:

for heat, electricity and sustainable gas.

3.1.3 Reserve additional funds at the start of the transition

The energy transition in the built environment will cost the government and
the owners of buildings a lot of money. Government funding will be needed
to make all government buildings more sustainable, to train and retrain

the necessary workforce, to build infrastructure, etc. The money can be
provided in the form of incentive funds, subsidies or through an investment

institution like Invest-NL. The Council therefore advises the government to
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earmark the necessary funds in its budget. That will also send a clear signal

to society of the government’s commitment to the transition.

3.1.4 Focus heavily on energy saving through insulation of buildings in
the initial phase of the transition and earmark some of the additional
government funds to it

Even before a choice has been made for an alternative to natural gas in a

district, owners can start by insulating their properties. The Council regards

this as an essential step that can be taken irrespective of the future heat
supply (no regret) and will directly contribute to reducing demand for heat
in the home and in commercial buildings so that they are ready for the next

step in the transition of the heat supply.

To encourage home owners to actually make the necessary investments
in this type of measure, the Council calls for the creation of a large-scale
and long-term subsidy scheme. In addition to subsidies, it is important to
facilitate the financing of insulation measures in cooperation with banks,

pension funds and insurance companies.

3.1.5 Oblige municipalities to finalise their transition visions for heat by
2021 at the latest

Agreement has been reached in the negotiations on the Climate Agreement

and in the intergovernmental programme (Tweede Kamer, 2018b) that

municipalities will finalise their Heat Transition Visions and their Heat Plans

by 2021. The Council recommends making this agreement mandatory. This




will only be possible if it is clear what instruments the municipalities will be
given.That is the only way of ensuring that it is quickly clear to owners of
buildings how heat will be supplied to their home or commercial building.
Private owners require certainty to make the right decisions on investments.
If it is still not clear in 2021 what the best alternative to natural gas is, there
must at least be an indication of when that certainty will be provided.

A decision on the nature of the future sustainable heat supply and when it
will be introduced is closely connected with a decision that might have to
be made on the date the natural gas supply to a district will be cut off (see

recommendation 3.4a).

3.1.6 Oblige all public authorities to make all of their buildings CO,-neutral
by 2040
The Council recommends that, subject to exceptions, all government bodies
should be obliged to make their properties CO,-neutral by 2040 at the latest.
In the intergovernmental programme (Tweede Kamer 2018b) and at the Built
Environment sector platform in the talks on the Climate Agreement (2018),
the public authorities are lobbying for the drafting of road maps for the
process of making public property more sustainable (Sectortafel Gebouwde
omgeving, 2018). The Council recommends that the final deadline in these
road maps should be 2040. The government would then be setting the right
example, which is important for gaining public support. The government
would also be playing an important role as launch customer in kick-starting
the transition. Together with the efforts of housing associations and an
insulation programme (recommendation 3.1.4), this could enable the target

for 2030 to be achieved. By taking the lead, the government will ensure that
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the necessary knowledge and experience can be acquired more quickly and
contribute to the development of technologies for producing sustainable

heat at a lower price.The ‘Proposal for key points of the Climate Agreement’
assigns a similar role to housing associations. In Council’s opinion, because

the government owns a lot of property, it should also take initiative itself.

3.1.7 Ensure that the public infrastructure for sustainable heat is in place

by 2040
The availability of the infrastructure to supply sustainable heat is an
important requirement for accelerating the transition. Creating that
infrastructure will involve major, radical and complex projects. The Council’s
point of departure is that creating heat networks and strengthening electricity
grids is a collective, public task. Because a new heat infrastructure has to
be built before buildings can switch to sustainable heat, the Council
recommends completing it ten years earlier than the planned date of 2050
in order to avoid delays in the transition being built into the process from

the outset.

3.2 Costs and affordability

The costs of the energy transition are substantial. Some of the modifi-
cations represent profitable investments for owners, who can recoup
their investments within a reasonable period through lower energy costs.
But profitability does not mean that the everyone can finance the costs.

Financial products should therefore also be available to facilitate




pre-financing. There is also part of the investment in modifications that
cannot be earned back. Making arrangements for the financing of this part
of the investment is less straightforward. The Council makes a number of
recommendations below for ensuring the fair allocation of costs and
transparent decision-making procedures. Those recommendations could
help to ensure that in principle every household and every owner of a
building is able to bear the costs of making the necessary investments in

sustainability.

3.2.1 Establish that everyone will help to pay for the collective infrastructure
The Council is of the opinion that the construction of the infrastructure in
the public space, as prescribed in the heat plan, is a collective, public task.
The measures include strengthening the electricity grid, constructing a heat
network or possibly modifying the gas network for the use hydrogen in the
future. The Council recommends that, as with other public infrastructure, the
basic principle should be that everyone in a particular supply area should
help to pay the costs of constructing this facility, even individuals who opt
for an alternative method of heating, such as a heat pump. Individuals who

choose an alternative should pay any additional costs themselves.

3.2.2 Be transparent and explain that the costs of heat can differ
depending on the district, municipality and region

The costs of supplying heat can vary from place to place depending on

the technical possibilities. The costs of heat from a connection to a heat

network will also vary according to the nature of the local sources. The

Council believes that it is possible to opt for equalisation on a lower scale
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in financing the construction of the heat infrastructure. Whether that is
desirable is a political decision to be made at local level. The costs of
building-related measures paid for by the owners themselves will also vary
according to the type of dwelling. There are already differences in energy
costs, but they could increase in the course of the transition because of the
greater differentiation in systems for supplying heat. The Council argues
that this fact should be documented in the municipal heat plan (part of

the environmental plan). The costs (and differences in them) to be paid

by individuals must be clearly communicated. The costs that qualify for
equalisation or compensation, for example in the form of subsidies, must

also be clearly explained.

3.2.3 Guarantee a maximum statutory price for heating

Despite the possibility of differences in the price, everyone is entitled to
affordable heat regardless of what alternative to natural gas is chosen and
where a person lives. The maximum tariff for heat is currently set by the
Consumers and Markets Authority [Autoriteit Consument en Markt]

(ACM) on the basis of the price of natural gas. The Council recommends
developing a new instrument for setting a maximum tariff for the supply
of heat to buildings from a variety of sources. That will require changes in
the regulatory framework with an alternative to the natural gas-based ‘no
more than otherwise’ principle.? In the Council’s opinion, there should be

a single system of regulating costs embracing the entire spectrum of heat

2 'No more than otherwise’ means that the maximum price of heat is based on the price of natural gas. Consumers
of heat pay no more than they would have to pay if they had a natural gas connection, based on an average
consumer.




supply (high-temperature, medium-temperature, low-temperature, all-

electric and sustainable gases).

3.2.4 Facilitate building-based financing

Many of the investments required to supply low-CO, heat to buildings have
a lengthy earn-back period. For a successful transition in which entire neigh-
bourhoods are cut off from the natural gas network, every owner must be
able to make the necessary investments in their own property. This calls for
new forms of financing. The introduction of building-based financing would
help to reduce the risk of exclusion.The Council therefore recommends
introducing rules to facilitate this new form of financing and concluding

an agreement with financiers to encourage them to be generous in
providing this type of financing. To remove the risk for banks of defaults

on repayment, the Council recommends that, by analogy with the National
Mortgage Guarantee, the government should guarantee building-based
loans for measures connected with the sustainable heat supply through a
National Energy Loan Guarantee, as well as making the interest on loans

deductible for the purposes of income tax.

3.3 Public support in the neighbourhood

The energy transition in the built environment will have to be implemented
in stages, with buildings being converted one neighbourhood at a time.
Consequently, opposition in districts represents a significant threat to the

success of the transition. After all, the energy transition is not a priority for
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everyone, especially if the district is confronted with various other urgent
issues, such as problems with flooding or in relation to safety and the
quality of life. Opposition by individuals because of debt or other private
problems is another a factor that needs to be considered. Because many
of the modifications have to be made behind the front door, the transition
can only succeed with the cooperation of the neighbourhood’s residents.
The Council therefore recommends that municipalities should be obliged
to ensure that their transition strategies and their plans for the heat supply

closely reflect the dynamic in the district.

With knowledge of the neighbourhoods and through discussions with
local residents it will be possible to make the connection between
implementation of the energy transition and other issues of concern in

the neighbourhood. The same applies for combining work on the transition
with other work already planned in the district, such as the replacement of
sewers or road surfaces. Creating work with work is cheaper and reduces

the nuisance caused for residents.

The Council recommends making funds available to enable munici-
palities to appoint an independent process manager and neighbourhood
ambassadors, whose task should be to link the interests and concerns of
residents and owners to the national and municipal objectives. The Council
recommends immediately starting experiments with this idea in the first

neighbourhoods that will no longer be using natural gas.




3.4 Control-based policy

The Council regards it as likely that further measures and regulation will be
needed to maintain the ambitious pace of renovation of the Netherlands’
building stock. The Council therefore recommends immediately studying the
effectiveness, efficiency and feasibility of a number of measures that could
potentially be adopted in later stages of the transition. Options identified by

the Council include:

a. prohibitions that could steer the transition in a clearer direction.
The Council is thinking in this context of the fixing of a year in which
the supply of natural gas in the built environment will be prohibited.
By extension, each municipality would have the power to fix a year in
which the natural gas supply would be shut off in each district. Another
measure that deserves to be explored is a ban on selling or letting a
home or commercial building that fails to meet a prescribed minimum
energy performance rating. Finally, it should be investigated whether
announcing a ban on the sale or purchase of natural gas-fired boilers
and natural gas-fired cookers with effect from a specific year would have
an effect in terms of phasing out the use of these appliances.

b. amendment of tenancy law.
Tenancy law, and more specifically Article 7:220 of the Dutch Civil Code,
lays down the rights of tenants and landlords in relation to renovations
and ensuing rent increases. An important criterion is that at least 70% of
the tenants of an apartment block or a dwelling divided into apartments

must agree to a renovation. As a result, it will not be easy to make
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investments for the purpose of the energy transition. Investigate whether
the 70% criterion should be abolished with respect to modifications to

homes relating to the energy transition.

. a variable property transfer tax linked to the energy performance of a

dwelling or building.

In addition to the aforementioned ban on selling a property with a poor
energy performance, the Council considers it advisable to explore the
effect of a variable property transfer tax. In that case, the level of the tax
would be dependent on the property’s energy performance rating. In
that context, it is important that both seller and the buyer benefit from
the improvement in the dwelling’s energy performance. The Council’s
suggestion is a rebate on the property transfer tax for a substantial
improvement in a property’s energy performance within a specific period

after it has changed hands.

. an obligation for every appraiser to indicate the cost of improving a

dwelling’s energy performance or energy label to a specific level.

With this obligation the buyer would be informed of the possibilities for
making the dwelling more sustainable and what it will cost. The valuation
could be linked to the determination of the (variable) property

transfer tax. A higher transfer tax for properties with a poorer energy
performance could then be weighed against the cost of improving the

energy performance.

e. adjustment of the differentiation in energy tax in the utilities sector.




The current differentiation in the energy tax means that the tax on
natural gas and electricity is lower per unit of energy for larger
consumers. There should be a study into the effect that reducing this
differentiation would have on support for the transition among home
owners and on the willingness of owners of commercial buildings to
make the necessary investments. It is also necessary to explore whether
the resources that are made available by the increase in the energy tax

could be used effectively to finance the energy transition.

. linking the obligation to take measures to make buildings more

sustainable to the permit for a renovation

Measures to improve sustainability can be carried out most efficiently
when work is already being done on the property. Work can then create
work and so reduce costs. Furthermore, advice from the government

is most likely to have an effect through direct contact with the resident.
Research is needed into the possibility of attaching specific requirements
to improve the sustainability of a dwelling to the actual plans in an

application for a renovation permit.
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g. the availability of sufficient labour for the transition to low-CO, buildings

in the period up to and beyond 2030.

The pace of the transition depends to a large extent on the availability of
staff for public authorities, building companies, installation companies
and network companies. The Council recommends that in 2019 a study
should be carried out into staffing requirements (in terms of capacity,
knowledge and experience) and that a policy plan should be drafted on
the basis of the outcome. The plan should show what measures will be
taken to ensure that there will be a sufficient workforce in the period up
to 2030 and in the period 2030-2050.
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