
SMARTER Finance for Vulnerable Families

What is a “Green home”? 

A model for financing of deep energy retrofitting of multifamily buildings
 adapted to the needs of the energy poor households

“SMARTER Finance for Families – Improving Citizens' Health Comfort and Financial 
Well-being by Supporting Banks, Residential Investors and Solution Providers with 
Green Homes and Green Mortgage programs”

SMARTER Finance for Families is a 

Horizon 2020 project developing a 

program promo�ng the construc�on 

and renova�on of “green”/ high 

energy performance residen�al 

buildings by applica�on of a reliable 

cer�fica�on scheme and “green” 

mortgages

Smarter financing is the best choice to 

bring forward the available resources 

early into the construc�on or renova�on 

process. 

It allows the homeowner to offset their 

early investment in building quality and 

energy performance

(via monthly mortgage payments) 

with the savings generated by the 

reduced monthly energy and repair 

costs and lower cost of financing. 

There are many successful approaches to 

build a Green Home, but all pay due 

a�en�on to the design, construc�on and 

opera�on of a home and all minimize or 

eliminate the environmental impact  of 

the construc�on and opera�on of the 

building.

Implementa�on of green criteria 

requires exper�se and credible 

methodology. 

The SMARTER ini�a�ve provides 

“Green Homes & Green Mortgages: 

A toolkit for Residen�al Investors & 

Developers”

with detailed list of the specific 

criteria to be considered. 

Energy Efficiency 
& Green Energy

Location - 
Community

Other 
Green
Design
Principles

Sustainable &
Healthy Materials

Bio-Climatic 
Design

Construction Waste Mitigation/
Introduction of Circular Economy 
principles

Construction Site &
Property Management

 Indoor Air Quality / 
  Wellness

What is SMARTER Finance for Families?
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The purchase of a new home, regardless 

of its energy efficiency level, is one of 

the lowest priori�es of low income 

households. People with limited 

financial resources are o�en facing 

many other basic existen�al problems 

and their ini�a�ve to acquire new green 

housing is low. Moreover, most of 

c o m m e r c i a l  b a n k s  a n d  o t h e r 

commercial financial ins�tu�ons 

consider low income clients a high risk 

group for any type of loan. 

However, private ini�a�ve from third 

par�es and adjustment of market 

condi�ons can make green housing 

accessible even to low income group. 

In many European countries, subsidy 

schemes for renova�on of mul�-family 

buildings are already in place. However, 

quite o�en grants cover only a part of 

the investment costs and the rest must 

be provided by the homeowners, which 

makes it less accessible to low income 

groups.

In order to carry out such a project, all 

owners, regardless of their social status, 

must be willing to get involved. The 

funds for middle- and high-income 

owners can be provided through 

mortgage financing. For low-income 

owners and those suffering from energy 

poverty, a different type of support 

should  be  prov ided in  na�onal 

schemes. For instance a combina�on of 

state loans and high subsidies.

Although there is no common European 

defini�on of energy poverty yet, the 

widely accepted descrip�on of the 

phenomenon states that “individuals or 

households are unable to heat, cool or 

receive other necessary energy services 

in affordable homes.” 

It is widely acknowledged in the 

literature that there are three main 

components to energy poverty

: 

1) low income of the households

2) high/increasing prices of energy 

(compared to the purchasing power of 

the popula�on);

 3) poor energy performance of the

building.

Households with these characteris�cs 

are present in all countries par�cipa�ng 

in SMARTER. 

However, our innova�ve approach to 

financing and advocacy for higher 

flexibility of governmental subsidy 

schemes can help them to reap the 

benefits of energy efficiency.

Our case study from Bulgaria, the 

country most affected by energy 

poverty in the EU, firmly demonstrates 

that deep energy retrofi�ng of 

residen�al buildings is an excellent tool 

for reducing energy poverty levels. 

The study (performed by Bulgarian 

SMARTER Partner EnEffect) es�mates 

that households among the first five 

income deciles living in mul�-family 

buildings would have higher costs to 

maintain adequate hea�ng than their 

incomes allow, if the most widespread 

European defini�ons of energy poverty 

applied. 

This daun�ng situa�on requires serious 

a�en�on. 

If mul�-family buildings are deeply 

renovated, only the households in the 

first two deciles will remain energy 

poor and in need of targeted social 

support. 

These results are presented in both 

graphs below.

What is energy poverty?

How energy efficiency in 
buildings affects energy poverty?

Is it possible to apply SMARTER Finance in 
situation of energy poverty? 
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Based on this case study, it can be 

concluded that the financial scheme 

for achieving a sustainable renova�on 

process at mul�-family residen�al 

buildings must comply with at least 

three condi�ons:

·     Introduc�on of a long-term 

na�onal strategy for renova�on 

      of the residen�al building stock, 

alloca�on of sufficient public 

resources

·     Appropriate combina�on of grants 

and commercial loans

 

      Differen�ated support to 

vulnerablehouseholds in order to 

guarantee their par�cipa�on in 

renova�on project.

Graph 1) Difference between average monthly incomes 

and average monthly total expenses during the winter 
2 months if providing “adequate hea�ng” of 65 m

residen�al area before (le�) and a�er deep energy 

renova�on (right)
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Graph 2) Possible renova�on approaches for different energy poverty levels

“SMARTER Finance for Families – Improving Citizens' Health Comfort and Financial 
Well-being by Supporting Banks, Residential Investors and Solution Providers with 
Green Homes and Green Mortgage programs”

90%

100%

80%

70%

60%

50%

40%

30%

20%

10%

0%

wealthy Encouraging EE
investments

Supported EE
investments (1)

Supported EE
investments (2)

Mixed forms of 
financial support (1)

Mixed forms of 
financial support (2)

Hea�ng aid

Hea�ng aid

At
 e

ne
rg

y
 ri

sk
En

er
gy

 
vu

ln
er

ab
le

En
er

gy
 

in
de

pe
nd

an
t

average income, with “adequate heating”

at the edge, with “adequate heating”

at the edge, without “adequate heating”

average income, without “adequate heating”

poor

poorestBroder between first and second 
decile group by the population income

Based on the analysis performed, 

EnEffect proposes the fol lowing 

condi�onal division of households in 

terms of their ability to provide the 

energy they need for their homes, as 

well as different type of support to 
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As it was said above, in order to carry out 

such a project, all owners, regardless of 

their social status, must be willing to get 

involved. The funds for middle- and high-

income owners can be provided through 

mortgage financing. 

The scheme bellow (proposed by the 

World Bank [1] for the execu�on of the 

next stage of the na�onal program for 

renova�on of residen�al buildings) 

explains recommended model of 

renova�on of mul�-family residen�al 

buildings. It suggests decreased grant 

levels and increased par�cipa�on of 

homeowners in combina�on with a 

differen�ated full grant support to 

vulnerable households.

Similar conclusions have been made by 

Habitat for Humanity in the REELIH 

Project: 

“the homeowners within the selected 

buildings had to reach a consensus … 

on their readiness to co-finance these 

renova�ons, by means of taking an 

individual or a collec�ve loan, if 

necessary”. [2] 

“SMARTER Finance for Families – Improving Citizens' Health Comfort and Financial 
Well-being by Supporting Banks, Residential Investors and Solution Providers with 
Green Homes and Green Mortgage programs”

Graph 3) Financing and implementa�on scheme for the next phase of The Na�onal Program 

for energy efficiency of mul�-family residen�al buildings in Bulgaria proposed by the World Bank
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The analysis performed demonstrated 

that large-scale renova�on of mul�-

family residen�al buildings, especially 

in East European countries, can only be 

carried out through the support of a 

well-structured public program, 

offering par�al grants and preferen�al 

condi�ons to ensure the par�cipa�on 

of low-income households. The 

following financial schemes offer 

solu�ons in which public renova�on 

schemes are combined with the use of 

bank financing through individual 

loans and specific condi�ons in 

support of individual homeowners 

depending on their social status.

The first scheme below examines the 

possibili�es of financing the renova�on 

of mul�-family residen�al buildings, 

although a similar scheme could be 

applied to the renova�on of personal or 

single family residen�al buildings. The 

second scheme presents the possibility 

that public support programs for the 

renova�on of mul�-family residen�al 

buildings can also be combined with 

private ini�a�ves for the construc�on 

of new "green" residen�al buildings In 

order to secure the func�oning of these 

schemes, however, a number of 

addi�onal policy ac�ons should be 

a p p l i e d ,  i n c l u d i n g  s y s t e m a � c 

awareness raising and behaviour 

change campaign targeted at end users, 

professional capacity building for both 

designers and construc�on workers, 

and strengthened involvement of local 

authori�es within a sustained long-

term vision for the development of the 

urban areas.

All of these ac�ons should be integrated 

in ambi�ous na�onal long-term 

renova�on strategies which are now in 

final phase of prepara�on in all 

EU countries – and SMARTER Finance

offers the right tools to support their 

development and implementa�on.

Lastly, while the financial benefits of 

energy efficiency improvements are 

clear, deep renova�ons should always 

pursue the adop�on of many other 

green criteria for homes including access 

to public transit, sustainable and healthy 

materials, water saving measures, 

indoor air quality improvements, and 

more.  

 

Ensuring the implementa�on of these 

other green criteria requires exper�se 

and a proven, credible methodology. 

The SMARTER ini�a�ve provides 

“Green Homes & Green Mortgages: A 
toolkit for Residential Investors & 
Developers” 

which explains how this cer�fica�on of 

energy and other green performance 

can be successfully completed for 

renova�on and new build projects and 

a detailed list of the specific criteria to 

be considered. 

Furthermore, while the cer�fica�on 

process is designed to be cost efficient, it 

can s�ll present a challenge to absorb 

this cost for low income families.  

Therefore, the SMARTER ini�a�ve 

recommends government support to 

pay for the energy and green assessment 

of, at least, the por�on of a project 

dedicated to energy poor households 

should be considered as an effec�ve 

enabling factor.  

SMARTER recommendations

| 1

Green Homes 
& Mortgages 
A toolkit for residential Paying less 
investors and developers for more!

Superior Building Quality

Reduced Mortgage 
Default Risk

Lower Energy and Repair 
Costs for Homeowners

Better Health for Families

Greater Environmental 
Responsibility for our 
Planet

SMARTER
FINANCE
FOR
FAMILIES
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Graph 5) Financial scheme for renova�on of mul�-family buildings based on combina�on 

of bank financing and public funding by differen�ated social groups and parallel support 

for the shi� of poor families in newly constructed “green” residen�al buildings

Graph4) Financial scheme for renova�on of mul�-family buildings based on

combina�on of bank financing and public funding differen�ated by social groups 
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[1] Habitat for Humanity. REELIH Project. More details are available at: h�ps://www.world-
habitat.org/world-habitat-awards/winners-and-finalists/residen�al-energy-efficiency-for-low-income-
households/#award-content

[2] World Bank (2018) Bulgaria Na�onal Residen�al Energy Efficiency Program Phase 2 Design Report. 
Available at: h�p://documents.worldbank.org/curated/en/329851534930802672/Bulgaria-Na�onal-
Residen�al-Energy-Efficiency-Program-Phase-2-Design-Report

This project has received funding from the European Union's Horizon 2020 research and innova�on 
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The content of the publication herein is the sole responsibility of the publishers and it does not 
necessarily represent the views expressed by the European Commission or its services.

While the information contained in the documents is believed to be accurate, the authors(s) or 
any other participant in the SMARTER consortium make no warranty of any kind with regard to 
this material including, but not limited to the implied warranties of merchantability and fitness 
for a particular purpose.

Neither the SMARTER Consortium nor any of its members, their officers, employees or agents 
shall be responsible or liable in negligence or otherwise howsoever in respect of any 
inaccuracy or omission herein.

Without derogating from the generality of the foregoing neither the SMARTER Consortium nor 
any of its members, their officers, employees or agents shall be liable for any direct or indirect 
or consequential loss or damage caused by or arising from any information advice or 
inaccuracy or omission herein.

©SMARTER Consortium, 2019-2021. This deliverable contains original unpublished work 
except where clearly indicated otherwise. Acknowledgement of previously published material 
and of the work of others has been made through appropriate citation, quotation or both. 
Reproduction is authorised provided the source is acknowledged.
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