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IOGP Europe welcomes the possibility to comment and propose improvements to the
Modernisation Fund’s (MF) architecture and operating rules. We support MF’s targeted
support to modernise energy systems in lower-income EU Member States, while delivering
on the decarbonization of industrial systems.

We acknowledge that MF's objectives remain broadly relevant to EU climate goals but require updated
interpretations to account for a changing international energy landscape and market dynamics, as well as
the latest technological developments, especially in in low-carbon technologies and ultimately, the new EU
institutional agenda focusing on competitiveness and energy security.

For these reasons, IOGP Europe proposes for the MF to broaden its scope to underpin transformative investments
empowering project developers to deploy more impactful, systemic infrastructural projects. We call for a more

flexible use of MF funds for transitioning to cleaner solutions in a cost-effective way, while creating business cases
along the value chain (e.g. switching from coal to natural gas, coupled with CCS, producing low-carbon hydrogen).

In this paper I0GP Europe would like to share its i) comments to the evaluation of the MF and, ii) additional
proposals to stress the importance of a tailored approach to the MF evaluation, building on first-hand
experience from project developers and direct beneficiaries of this funding instrument.

1. Evaluation of Modernisation Fund operating rules and criteria

Effectiveness

While the Modernisation Fund (MF) has successfully directed substantial resources (€15.5 billion) to beneficiary
Member States, its effectiveness could be significantly enhanced to better support comprehensive energy
system modernisation. Extending the MF’s eligibility period and disbursement schedule beyond 2030 would
better support EU’s increasing climate ambitions, while allowing for the Fund to finance already started
investments, or to act as a “bridge loan” for project’s viability, would better suit the needs of project developers,
thus increasing the Fund’s effectiveness. Moreover, the Fund's current informal allocation thresholds pose
tangible limits to the deployment of systemic, high-value transformation projects. Finally, the Fund’s emphasis
on renewable energy and electrification does not recognize the potential of low-carbon technologies (e.g. CCS,
low-carbon hydrogen) to facilitate cost-effective, pragmatic decarbonization pathways, therefore hampering the
overall transformational impact of the MF.



Efficiency

The current MF governance processes appear administratively efficient but present potential for operational
enhancements. To increase efficiency, the Fund should fully recognise the role that low-carbon hydrogen,
natural gas and CCS can play in reducing emissions rapidly and cost-effectively, supported by low-carbon
technologies deployment while renewable capacity develops, especially in carbon-intensive regions. To ensure
efficient decision-making on investment proposals, a new dedicated funding stream, or a scoring priority,
should be established for large-scale projects (e.g. > €50 million) or initiatives that demonstrate cross-border
or cross-sectorial integration, scalability or quantifiable system-wide benefits [e.g. jobs created; cost-effective
net GHG reductions).

Relevance

MF’s objectives remain broadly relevant to EU climate goals but require updated interpretations to acknowledge
the technological developments and the new EU institutional agenda.

Moreover, in light of increasing climate ambition under the EU acquis, extending the MF's timeframe would
allow Member States to design longer-term and more transformative projects. This would translate in a better
tailored funding tool to reach EU’s intermediate climate objectives.

Finally, a targeted revision of the MF implementation framework could encourage the approval of larger grants,
justified by strategic relevance, alignment with key EU priorities (i.e. REPowerEU, FitForb5, Climate Law], or net
GHG emissions reduction.

Coherence

The rigid distinction — based upon past assessments of the energy and decarbonization landscapes based

only on the Green Deal agenda - between priority and non-priority investments risks excluding emerging
decarbonization solutions (like blue hydrogen and CCS) that could be pivotal for industrial transition. We
recommend expanding priority investment criteria to explicitly include transitional decarbonization technologies
that can deliver substantial near-term emissions reductions, while enhancing EU’s security of energy supply
and industrial competitiveness, in line with the new institutional agenda, specifically the Clean Industrial Deal
and CISAF objectives.

Additionally, the lack of harmonized eligibility criteria for investments, especially in low-carbon technologies,
across instruments complicates the development of comprehensive industrial transformation strategies,
particularly in carbon-intensive regions where multiple funding sources must be combined. We suggest
streamlining the eligibility criteria for projects falling within the scope of different EU funding programmes
by primarily considering net GHG emission reductions or energy efficiency as main evaluation criteria, in a
technology-neutral way.



2. 10GP Europe’s recommendations for Modernisation Fund’s review

Proposal

Justification

Proposed Measure

1 | Transitional aid mechanism for natural
gas-based industrial installations and
infrastructure for phasing out from
coal and/or committing to low-carbon
technology integration

Criteria under evaluation:
Efficiency, Relevance

While the MF aims to decarbonize energy systems and increase energy
efficiency, many industrial sectors in lower-income EU Member States still
need natural gas to transition from coal due to its flexibility, affordability and
lower emissions.

Natural gas, when combined with low-carbon technologies such as carbon
capture and storage (CCS), to produce low carbon hydrogen, can play a crucial
role, as full decarbonization requires shifting from coal to natural gas, low-
carbon or renewable solutions.

A structured transitional aid mechanism would help de-risk and accelerate
this transformation, supporting the scale-up of hydrogen and CCUS, ensuring
alignment with EU climate goals while supporting industrial competitiveness
and job retention.

Proposal

Introduce a targeted funding stream under the
MF to support natural gas-based industrial
installations and infrastructure, provided that
they commit to phasing out from coal in a
verifiable and time-bound plan (5-10 years) and/
or for integration of low-carbon technologies
such as carbon capture and storage (CCS), or
low-carbon or renewable hydrogen.

2 | Extension of the MF Implementation
Deadline Beyond 2030

Criteria under evaluation:
Effectiveness, EU added value

The current timeline of the MF (2021-2030) may not provide sufficient time
for planning, implementation, and operationalization of complex, large-scale
energy transition projects - especially in lower-income Member States that
face structural investment challenges, administrative bottlenecks, or limited
absorption capacity.

In light of increasing climate ambition under the Green Deal, Fit for 55, and
the upcoming revision of the Climate Law, extending the MF's timeframe
would allow Member States to design longer-term and more transformative
projects, particularly in:

e Industrial decarbonization (e.g. natural gas to switch from coal and balance
the grids, CCUS, low-carbon hydrogen);

e Renewable energy infrastructure (e.g. offshore wind, smart grids);

e Social measures ensuring a just and inclusive transition.

Proposal

Extend the MF’s eligibility and disbursement
period beyond 2030, ideally until 2035 or 2040,
aligned with intermediate EU climate targets.




n. Proposal Justification Proposed Measure

3 | Allow financing for investments Under EU state aid rules (as defined in the General Block Exemption Proposal
start.ed L.,Ip to two .yez.ars bgfore - Regulation - GBER], aid is con5|de“red non—retroa”ctwe, meaning it canno‘t Allow the MF to finance eligible investments that
application submission, in line with a be granted for projects where the “Start of works™ occurred before the aid have started [under the GBER definition of “Start
revised “Start of works” principle application. o . L

of works”] within two years prior to application

Criteria under evaluation: “Start of works” is defined as: “the start of construction works relating to the submission, subject to:
Efficiency, Effectiveness investment or the first legally binding commitment to order equipment or other

) ) ) o e Proof that the investment was designed in full
commitments that make the investment irreversible”. . . -
alignment with MF objectives;
However, in practice, many large-scale, capital-intensive climate and energy

, _ , e The absence of prior receipt of incompatibility
projects require early commitments to:

with other EU funds or national state aid
e Perform ex-ante feasibility studies and assessments (e.g. permitting schemes for the same eligible costs;

applications, screening, environmental impact assessments) « Full transparency on procurement, permitting

e Order long-lead equipment (e.g. turbines, electrolyzers); and investment rationale;

* Secure commercial commitments (e.g. contractor slots); e Evidence demonstrating that support from
the MF constitutes a necessary condition for

e L ock in prices and engineering schedules. : . _
the completion, viability, or scaling up of the

This disconnection disincentivizes timely project development creating investment project, in the absence of which it
inflexibility. This could be enhanced to better suit project developers’ needs would not proceed at the intended scale, scope,
by amending the MF’s eligibility rules to allow co-financing of already started or timeline.

projects (with reference to the “Start of works” principle), provided that work
began no earlier than two years prior to the submission of the application, and
that other eligibility and compliance criteria are met.




n. Proposal

Justification

Proposed Measure

per Project Under the MF

Criteria under evaluation:
Effectiveness, Relevance

experience shows that many beneficiary Member States tend to establish de
facto a defined limit - which historical MF data suggest being around €30
million per project - driven by administrative preferences, perceived risk
aversion, or efforts to spread funds thinly across multiple initiatives.

This practice limits the MF's ability to support:

e Transformational infrastructure, such as cross-border energy systems,
natural gas, low-carbon hydrogen and CO2 hubs and infrastructure, or major
CO2 or natural gas storage installations;

e Systemic decarbonization efforts requiring coordinated, capital-intensive
interventions (i.e. CCSJ;

e Projects aligned with EU priorities like REPowerEU, Fit for 55, and the
Climate Law.

To enhance the effectiveness and impact of the MF, this proposal recommends
formally enabling the allocation of higher grant amounts per project,
exceeding current informal thresholds (e.g. EUR 30 million), particularly for
strategic, large-scale investments critical to the energy transition.

4 | Clarify that amounts drawn from the Under project execution, a bank financing it could be temporary used for Proposal
MF in the implemlentation process | payment of eligible costs until EU funds (e.g. MF) will be released. Clear framework for managing authorities to
c_an be_ used to reimburse ogt;tandmg Once the EU funds are received, they should be allowed to be used to allow beneficiaries to use funds in the scope of
financing Loans.related t? eligible reimburse the so called “bridge loan”, to provide guarantees to the project the project without additional challenges. This
costs of the project, provided all other developer later on for possible delayed tranches, avoiding accumulated would increase the pace for grant allocation/
o 4 p p y . g P g
eligibility requirements are met, additional interest. utilization and provide beneficiaries with the
In absence of such clarification, it is difficult to estimate the magnitude of the neede_d flexibility in financing the{r projects,
Criteria under evaluation: “bridge loan”. Thus, amounts transferred to the beneficiaries as prefinancing especially for large scale energy mvest'ments
Efficiency, Effectiveness or advance payments (that normally are seen as grants to be used for future where payment schedules are very strict.
payments of eligible expenses) should be allowed to also cover expenses
already executed by the beneficiary for eligible activities, to cover for delays
between requesting prefinancing/advance payments and the disbursement
obligations rooted in commercial contracts and project schedules.
5 | Increase the Maximum Grant Amounts | While no legal ceiling exists within the governing framework of the MF, Proposal

Update the implementation framework of the MF
- either via a targeted revision of Implementing
Regulation (EU) 2020/1001 or through
interpretative guidance - to:

e Remove informal constraints on per-project
funding amount;

e Encourage the approval of larger grants, where
justified by strategic relevance, economic
efficiency, and climate impact;

e Apply appropriate safeguards (e.g. milestone-
based disbursement, reporting obligations, co-
financing mechanisms) to ensure transparency
and value for money.




n. Proposal

Justification

Proposed Measure

6 | Prioritize High-Value, Strategic Many of the most impactful energy and climate investments require: Proposal
ErOJeCtS melemented Through e L arge-scale financing and risk-sharing, which can be more effectively Introduce a dedicated stream or scoring priority
artnerships mobilized through partnerships; under the MF for:
Cr|_te.r|a under ev_a[uahon: e Multi-stakeholder governance, including national and local governments, e Consortium-based or multi-partner projects
Efficiency, Effectiveness, Relevance L . ) . . )
utilities, industry, and academia; (public-private or mult|—reg|onaL],
e Technological integration and infrastructure interoperability, such as e Projects with a minimum investment threshold
hydrogen valleys, cross-border interconnectors, smart grid platforms, or (e.g. > EUR 50 million)],
industrial decarbonization clusters. o Initiatives that demonstrate:
However, under current MF implementation practices, smaller, isolated, or . . o
) L i o . - Cross-sectoral integration (e.g. linking
short-term projects may be prioritized due to simpler administration or lower .
) R ] ) energy, transport, and industry),
upfront risks. This limits the potential of the MF to deliver long-term value and
structural change. - Scalability and replicability,
To maximize the transformational impact of the MF, this proposal recommends - Quantifiable system-wide benefits (e.g.
formally prioritizing projects of very high value that are implemented through emissions reductions, capacity added, jobs
partnerships between public authorities, private sector actors, and/or research created).
institutions. These projects should deliver long-term, system-wide benefits,
aligned with the EU’s 2030 and 2050 climate and energy goals.
I0GP Europe I0GP Headquarters www.logpeurope.org

Avenue de Tervueren 188A, B-1150 Brussels, Belgium
T:+32 28821653
E. reception-europe@iogp.org

T. +44 20 4570 6879
E: reception@iogp.org




