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The European Roundtable on Climate Change and Sustainable Transition (ERCST) welcomes 

the opportunity to comment on the European Commission’s draft implementing regulation 

laying down detailed rules for the operation for the Modernisation Fund  

The modernisation fund will play an important role in modernising energy systems and 

improving energy efficiency in lower-income Member States, ultimately contributing to the 

overall climate objectives of the EU.  

ERCST believes that the draft implementation regulation has to balance a number of 

important objectives, including establishing a clear and transparent governance and decision-

making process, facilitating the early investments necessary to help realise the EU’s climate 

ambition, and providing certainty for investors – all the while respecting the legal basis laid 

out in the EU ETS Directive.  

While the overall proposal can be welcomed, we believe that some changes should be 

considered which would improve the overall effectiveness of the Modernisation Fund. 

Firstly, ERCST sees merit in differentiating between the approval of a project/scheme 

proposed by the Member State, and the approval of the disbursement for such an approved 

project/scheme. As the proposal currently stands, the requirement for availability of funds 

prior to the approval of project/scheme could hamper the use of the Modernisation Fund in 

its early years, as no funds would be available as of yet.  

Afterwards, Member States should be able to submit ‘disbursement requests’ for previously 

approved projects/schemes when the funds are available, after the 70/30 requirement has 

been checked as stipulated in the proposal. This process would be similar to, and effectively 

replace, the one currently outlined in Article 6 paragraph 8 of the draft implementing act. 

While this could lead to a situation that more projects/schemes get approved initially than 

funds would be available to finance them over the entirety of Phase 4, we believe that this is 

an acceptable ‘risk’ that has to be managed by the beneficiary Member State.  

Secondly, while it is obviously pertinent that only projects/schemes cleared under the state 

aid guidelines receive funding, we do not see the need for the approval process of the 

Modernisation Fund to be subjected to this clearance. Indeed, state aid clearance can be a 

lengthy process, and Member States might want to have certainty that the proposed 

project/scheme is eligible under the Modernisation Fund before starting the state aid 

process.  

As such, the proposal to differentiate between the project/scheme approval and 

disbursement approval could allow for this possibility, or for both processes to run in parallel 
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– thus providing maximum flexibility. Of course, the approval of a disbursement request 

would only follow the decision on the state aid clearance.  

Thirdly, we suggest that a time-limit should be adopted for the disbursement decision to be 

made by the Commission, as the current use of the term ‘timely manner’ is insufficiently 

accurate.  

Fourthly, as Member States are able to submit proposals at any time throughout the year, 

they should have the possibility to know how many funds it has available at any given time, 

and not only ‘four weeks prior to the meeting of the Investment Committee’, as stipulated in 

the current draft implementing act. As such, the EIB should disclose this information to the 

Member State whenever they request it. 

Fifthly, the implementing act should specify what will happen to the funds that remain 

unused after 2030, either from discontinued investments or funds that remain unused by the 

Member State altogether.  

Lastly, while the transparency requirements included in the draft implementing act can be 

supported, some reporting rules should be included for Member States to disclose how 

investment proposals/schemes are initially selected. This requirement would increase the 

overall transparency of the process and limit risks such as the politicisation of the initial 

selection process.  


