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Directive 2003/87/EC of the European Parliament and of the Council of 13 October
2003 establishing a system for greenhouse gas emission allowance trading within
the Union and amending Council Directive 96/61/EC (Text with EEA relevance)

[F1CHAPTER III

STATIONARY INSTALLATIONS]

[F1Article 10d

Modernisation Fund

1 A fund to support investments proposed by the beneficiary Member States, including
the financing of small-scale investment projects, to modernise energy systems and improve
energy efficiency, in Member States with a GDP per capita at market prices below 60 % of
the Union average in 2013 (the ‘Modernisation Fund’), shall be established for the period from
2021 to 2030. The Modernisation Fund shall be financed through the auctioning of allowances
as set out in Article 10.

The investments supported shall be consistent with the aims of this Directive, as well as
the objectives of the Union's 2030 climate and energy policy framework and the long-
term objectives as expressed in the Paris Agreement. No support from the Modernisation
Fund shall be provided to energy generation facilities that use solid fossil fuels, other
than efficient and sustainable district heating in Member States with a GDP per capita
at market prices below 30 % of the Union average in 2013, provided that an amount of
allowances of at least an equivalent value is used for investments under Article 10c that
do not involve solid fossil fuels.

2 At least 70 % of the financial resources from the Modernisation Fund shall be
used to support investments in the generation and use of electricity from renewable sources,
the improvement of energy efficiency, except energy efficiency relating to energy generation
using solid fossil fuels, energy storage and the modernisation of energy networks, including
district heating pipelines, grids for electricity transmission and the increase of interconnections
between Member States, as well as to support a just transition in carbon-dependent regions
in the beneficiary Member States, so as to support the redeployment, re-skilling and up-
skilling of workers, education, job-seeking initiatives and start-ups, in dialogue with the social
partners. Investments in energy efficiency in transport, buildings, agriculture and waste shall
also be eligible.

3 The Modernisation Fund shall operate under the responsibility of the beneficiary
Member States. The EIB shall ensure that the allowances are auctioned in accordance with the
principles and modalities laid down in Article 10(4), and shall be responsible for managing the
revenues. The EIB shall pass on the revenues to the Member States upon a disbursement decision
from the Commission, where this disbursement for investments is in line with paragraph 2 of this
Article or, where the investments do not fall into the areas listed in paragraph 2 of this Article,
is in line with the recommendations of the investment committee. The Commission shall adopt
its decision in a timely manner. The revenues shall be distributed amongst the Member States
and according to the shares set out in Annex IIb, in accordance with paragraphs 6 to 12 of this
Article.
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4 Any Member State concerned may use the total free allocation granted pursuant
to Article 10c(4), or part of that allocation, and the amount of allowances distributed for
the purposes of solidarity, growth and interconnections within the Union in accordance with
Article 10(2)(b), or part of that amount, in accordance with Article 10d, to support investments
within the framework of the Modernisation Fund, thereby increasing the resources distributed
to that Member State. By 30 September 2019, the Member State concerned shall notify
the Commission of the respective amounts of allowances to be used under Article 10(2)(b),
Article 10c and Article 10d.

5 An investment committee for the Modernisation Fund is hereby established.
The investment committee shall be composed of a representative from each beneficiary
Member State, the Commission and the EIB, and three representatives elected by the other
Member States for a period of five years. It shall be chaired by the representative of the
Commission. One representative of each Member State that is not a member of the investment
committee may attend meetings of the committee as an observer.

The investment committee shall operate in a transparent manner. The composition of
the investment committee and the curricula vitae and declarations of interests of its
members shall be made available to the public and, where necessary, updated.

6 Before a beneficiary Member State decides to finance an investment from its share in
the Modernisation Fund, it shall present the investment project to the investment committee and
to the EIB. Where the EIB confirms that an investment falls into the areas listed in paragraph 2,
the Member State may proceed to finance the investment project from its share.

Where an investment in the modernisation of energy systems, which is proposed to be
financed from the Modernisation Fund, does not fall into the areas listed in paragraph 2,
the investment committee shall assess the technical and financial viability of that
investment, including the emission reductions it achieves, and issue a recommendation
on financing the investment from the Modernisation Fund. The investment committee
shall ensure that any investment relating to district heating achieves a substantial
improvement in energy efficiency and emission reductions. That recommendation may
include suggestions regarding appropriate financing instruments. Up to 70 % of the
relevant costs of an investment which does not fall into the areas listed in paragraph 2
may be supported with resources from the Modernisation Fund provided that the
remaining costs are financed by private legal entities.

7 The investment committee shall strive to adopt its recommendations by consensus. If
the investment committee is not able to decide by consensus within a deadline set by the
chairman, it shall take a decision by simple majority.

If the representative of the EIB does not endorse financing an investment, a
recommendation shall only be adopted if a majority of two-thirds of all members vote
in favour. The representative of the Member State in which the investment is to take
place and the representative of the EIB shall not be entitled to cast a vote in this case.
This subparagraph shall not apply to small-scale projects funded through loans provided
by a national promotional bank or through grants contributing to the implementation
of a national programme serving specific objectives in line with the objectives of the
Modernisation Fund, provided that not more than 10 % of the Member States' share set
out in Annex IIb is used under the programme.

8 Any acts or recommendations by the EIB or the investment committee made pursuant
to paragraphs 6 and 7 shall be made in a timely manner and state the reasons on which they are
based. Such acts and recommendations shall be made public.
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9 The beneficiary Member States shall be responsible for following up on the
implementation with respect to selected projects.

10 The beneficiary Member States shall report annually to the Commission on
investments financed by the Modernisation Fund. The report shall be made public and include:

a information on the investments financed per beneficiary Member State;
b an assessment of the added value, in terms of energy efficiency or modernisation of the

energy system, achieved through the investment.

11 The investment committee shall report annually to the Commission on experience with
the evaluation of investments. By 31 December 2024, taking into consideration the findings
of the investment committee, the Commission shall review the areas for projects referred to in
paragraph 2 and the basis on which the investment committee bases its recommendations.

12 The Commission shall adopt implementing acts concerning detailed rules on the
operation of the Modernisation Fund. Those implementing acts shall be adopted in accordance
with the examination procedure referred to in Article 22a(2).]

Textual Amendments
F1 Inserted by Directive (EU) 2018/410 of the European Parliament and of the Council of 14 March

2018 amending Directive 2003/87/EC to enhance cost-effective emission reductions and low-carbon
investments, and Decision (EU) 2015/1814 (Text with EEA relevance).
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