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General comments

Please provide any comments you may wish to bring to the Commission's attention in relation to the draft
proposal for a new Clean Industrial Deal State aid Framework.
5000 character(s) maximum

Bellona Europa supports the Clean Industrial State Aid Framework (CISAF) accompanying the Clean
Industrial Deal (CID) as a fundamental measure to close the financial gap needed to decarbonise industries
and enhance the competitiveness of European industry.

The CISAF establishes simpler compatibility conditions than those in other State aid guidelines. While this
approach is justifiable by the urgency of tackling climate change, it is crucial that all the provisions included
in the Framework are carefully evaluated and clarified. This is essential to ensure that aid effectively
mitigates climate change and supports industrial decarbonisation, while preventing funds from being directed
toward solutions that could harm the climate or the environment.

We support the inclusion of specific sections in the Framework addressing the acceleration of the rollout of
renewable energy, the deployment of industrial decarbonisation, increasing manufacturing capacity in clean
technologies, and reducing risks of private investments in the three categories. Our contribution under this
consultation focuses on the first two sections.

Despite being a limited resource, renewable electricity is the most efficient and rapid way to reduce carbon
emissions from industrial processes. Its efficient deployment and use must therefore be prioritised to ensure
maximum impact and strategically allocated to avoid wasteful usage. Additionally, their full potential can only
be realised through the development of a modernised grid infrastructure [https://eu.bellona.org/publication
/policy-brief-financing-grids/], flexibility and adequate storage systems. Without these, renewable energy
deployment will face bottlenecks that could slow down industrial decarbonisation efforts. Bellona welcomes
the fact that these aspects have been considered in the Framework.

Bellona also supports the provisions on industrial decarbonisation and stresses the importance of ensuring
that they are well-defined to avoid unintended negative consequences. Specifically, we recommend
clarifications regarding thresholds, clear differentiation between Carbon Capture and Storage (CCS) and
Carbon Capture and Utilisation (CCU) [https://de.bellona.org/publication/ccu-leitprinzipien/], the explicit
integration of the additionality principle for renewable hydrogen, and enhanced clarity to improve the
Framework’s long-term durability while preventing the lock-in of fossil-based projects.

Finally, stronger safeguards are needed around the conditions Member States have to follow when
designing State aid measures. In the draft Framework, Member States are merely “encouraged” to include
additional “social, environmental or resilience policy objectives” when designing aid schemes (point 15).
Given the critical role of State aid projects in delivering social and climate benefits beyond greenhouse gas
(GHG) reduction and energy efficiency, these additional objectives should be mandatory.

These safeguards are even more critical since the “Do No Significant Harm” (DNSH) principle is absent from
three out of the four sections of the Framework. In the draft published for consultation, Member States are
required to ensure compliance with the DNSH principle only for renewable energy projects, and even then,
the language remains vague. We recommend that the Commission requires compliance with this principle
for all aid under the Framework, with stronger language to provide legal certainty. This would be consistent
with the approach in other State aid guidelines such as the CEEAG, which this Framework is called to
complement. It is essential to ensure that projects under the Framework do not undermine the EU’s broader
environmental objectives or inadvertently lead to investments in fossil infrastructure, which could result in
long-term lock-in effects. Strengthening the DNSH principle will ensure that all State aid measures contribute
to sustainable industrial transformation in line with the EU’s climate goals.

Aid to accelerate the rollout of renewable energy




Please provide any comments specific to section 4.1 of the draft framework (“Aid schemes to accelerate
the rollout of renewable energy”).
5000 character(s) maximum

Bellona welcomes section 4.1 on accelerating the rollout of renewable energy, as the development of
renewable energy is crucial for the implementation of the Clean Industrial Deal (CID) and key to reach the
decarbonisation of the European industry. While renewable electricity is the fastest and most efficient way to
reduce carbon emissions from industrial processes, it remains a relatively scarce resource, making its
efficient deployment and use essential. To maximise their impact, renewables must be strategically deployed
with system-wide efficiency in mind.

We strongly support recognising energy production from renewable sources as State aid-compatible with the
internal market as laid out in this section. We also support the inclusion of the production of renewable fuels
of non-biological origin (RFNBOs) under this section of the Framework.

As proposed in the draft in point (35), RFNBOs should only be eligible if they comply with Directive 2018
/2001 and the applicable implementing or delegated acts. We consider it would be beneficial to make
express reference to the additionality requirement in the Framework. While this principle is already a legal
obligation under Directive 2018/2001 and Delegated Regulation 2023/1184, its relevance is key both for
renewable energy deployment and renewable hydrogen production. Expressly referring the principle would
give visibility to this basic safeguard and increase clarity for Member States when designing aid schemes
under this section.

To improve the consistency and clarity of the Framework, Bellona suggests moving point (33), which
expands the scope to investment aid measures to support electricity storage and thermal storage, to an
additional subsection under point (32), which also sets scope of the aid under this section. In the draft it is
unclear why point (33) and point (32) are separate despite addressing the same issue, which may confuse
the reader.

We welcome the inclusion of a requirement in point (34) for Member States to commit to ensure the
implementation of the framework necessary for operationalising demand response, storage and aggregation,
as already required by the Electricity Regulation and the Electricity Directive. Given the existence of legal
obligations to implement and transpose, we suggest to strengthen the language and require Member States
to “ensure”, rather than to “commit to ensure”.

Finally, we support the requirement for Member States to ensure compliance with the “Do No Significant
Harm” (DNSH) principle when granting State aid for renewable energy. We consider this principle is key to
ensure that that projects deploying renewable energy and decarbonisation measures do not undermine any
of the EU’s environmental objectives and we recommend its inclusion this principle for all aid under the
Framework, with stronger language to provide legal certainty.

If you consider the proposed completion deadlines or exemptions therefrom (see point (37)) are not
appropriate, please provide concrete justification for any alternative timeline or other exemptions you would
consider more appropriate.

Please provide any comments specific to section 4.2 of the draft framework (“Aid for non-fossil flexibility
support schemes”).
5000 character(s) maximum



Bellona supports the inclusion of a section on non-fossil flexibility in the CISAF. Aligning the CISAF with the
provisions under Chapter llla of the Electricity Market Design Reform will expedite their implementation by
Member States and enhance their impact. Non-fossil flexibility, including demand-side response and
storage, is key to decarbonise our electricity system [https://network.bellona.org/content/uploads/sites/6/2024
/05/Recommendations-Energy-Systems.pdf] thanks to its potential to support the integration of renewable
technologies and to avoid excessive generation capacity in the system.

We welcome the inclusion of point (55) (in similar terms as point (34) under aid schemes to accelerate the
rollout of renewable energy) as an incentive for Member States to operationalise aggregation, demand
response and storage, as already required by the Electricity Regulation and the Electricity Directive. Given
the existing legal obligations, we suggest to strengthen the language and require Member States to “ensure”,
rather than to “commit to ensure”.

Finally, we must note that, since the European methodology and guiding criteria mentioned in point (58) is
still pending of publication, this consultation cannot be considered complete. In absence of such documents,
it is not possible to assess and comment on the full impacts of this section. We suggest that this consultation
be complemented in the future with a consultation on the methodology and guidance once available.

Please provide any comments specific to section 4.3 and Annex | of the draft framework (“Aid for capacity
mechanisms following a target model”).
5000 character(s) maximum

We welcome the Commission’s initiative to clarify the parallel examination of capacity mechanism from the
perspectives of the Electricity Regulation (ER) and State aid. However, we note that the provisions in the ER
related to capacity mechanisms are not only Articles 21 and 22 of the ER, but most provisions across
Chapter IV. We suggest that point (68) be amended accordingly.

We consider that is appropriate that requirement 1 of Annex | takes the European Resource Adequacy
Assessment (ERAA) as the sole basis for identifying the need for a capacity mechanisms. National
Resource Adequacy Assessments (NRAAs), despite having to follow the same methodology as the ERAA,
often include country-specific assumptions and tend to have divergent results. Basing the identification of the
need for a capacity mechanism only on the ERAA helps simplify and harmonise the analysis.

For clarity and to ensure legal compliance, we consider that the checklist in Annex | should be amended to
either (i) only include requirements relevant to the State aid examination, or (ii) include all requirements
under the ER. We note that at least two requirements for capacity mechanisms under the ER are currently
missing:

0 Cross-border effects of capacity mechanisms. Article 21(2) ER establishes that, prior to introducing a
capacity mechanism, Member States must conduct a comprehensive study of the possible effects in the
neighbouring Member States and conduct a consultation at least with those directly connected and their
stakeholders.

0 The adaptation of committed capacities based on implementation plans. Article 21(8) ER establishes
that the amount of committed capacities under capacity mechanisms should be reduced on the basis of
implementation plans.

Footnote 3 of Annex | refers to de-rating factors that are yet to be adopted by ACER and ENTSO-E. This
prevents us and any organisation participating in this consultation from assessing their impact and from
providing meaningful comments in their respect. We request the Commission to organise a public
consultation on the de-rating factors once published.

Finally, we note that Annex | does not provide for the obligation for Member States to consult the public on
the competition impacts and proportionality of capacity mechanisms. However, the requirements in Annex |
cannot solely rule out concerns about competition impacts and the proportionality of the measure. We
consider that the public should have an opportunity to express any concerns and that they should be
considered in the examination of any notified capacity mechanism.



Aid to deploy industrial decarbonisation

Please provide any comments specific to section 5 of the draft framework ("Aid to deploy industrial
decarbonisation").
5000 character(s) maximum



Bellona welcomes the provisions in this section of the Framework but recommends more clarity to ensure
that industrial decarbonisation solutions supported by State aid have a real climate impact. We strongly
support the exclusion of the most polluting fuels in point (71)(c), which is essential for the climate credibility
of the Clean Industrial Deal (CID) as a tool for decarbonisation of the EU industry.

The scope of activities eligible under this section should be more clearly defined, particularly regarding the
necessity presumptions in section 5.2. When determining which solutions receive funding, the decision
should not be based solely on the total CO, reduction potential but also on the level of dependency of a
given industry on that solution, and lack of other options to decarbonise such as direct electrification. This is
particularly relevant to the points laid out in point 86 (b)(i) setting requirements for emission reductions. This
is especially relevant for process emissions, where viable decarbonisation alternatives may be limited, non-
viable in short term or in some cases non-existent. Even if a particular solution has a relatively small overall
reduction potential, it may still be indispensable for the decarbonisation of certain sectors and should
therefore be eligible for support.

Finally, we highlight that the principle provided for in point (96) is crucial to ensure decarbonisation projects
under this framework lead to overall emission reductions, preventing emissions being simply displaced from
one sector to the other. However, as currently phrased, it seems to address only the displacement of
emissions happening from the industrial sector to the energy sector. We recommend clarifying that
emissions displacement should not occur between any sectors, regardless of their function.

CCS and CCU

When determining which carbon capture application should qualify for State aid, we recommend referring to
Bellona’s and E3G “CCS ladder” [https://bellona.org/news/industry/2023-07-carbon-capture-and-storage-
ladder-assessing-the-climate-value-of-ccs-applications-in-europe] which enables a more nuanced approach
and better language on scalability, availability of alternative solutions, volume of CO, abated and capture
rates. The current text refers to CCS broadly as "carbon capture equipment,” treating CCS and CCU as
equivalent. It is crucial to make a clear distinction between CCS and CCU, as they cannot be treated as
equivalent. Specifically, in point (83), we recommend that CO, capture facilities intended for CCU should
only be eligible for State aid if they contribute to overall emissions reductions, ensuring that emissions are
not merely shifted from one sector to another. Additionally, the term “avoidance,” used in both points (83)
and (95), is incorrect and should be replaced with “reduction” to align with current policy and scientific
literature. Similarly, we believe a positive impact on climate change mitigation of the inclusion on synthetic
fuels, as added in point 84 (a) last sentence, is not ensured nor given and we strongly recommend this be
removed. We strongly support the inclusion of point 84(b) on permanent geological storage.

Regarding aid intensity, particularly the provisions in point (90b), Bellona Europa urges caution when setting
aid intensity limitations. It is essential that these limits are not excessively restrictive, as carbon capture
technologies require significant capital investment (CAPEX) in a developing market where emitters face
substantial market failures and barriers. Instead of imposing strict limits, previous articles already ensure that
aid plays an incentivising role in maintaining the effectiveness of aid. This is particularly relevant for facilities
or emissions types, such as process emissions, that cannot be decarbonised without CCS. Treating all CO,
capture equipment equally, regardless of whether the captured CO, is stored or utilised, fails to guarantee a
positive impact on climate change mitigation.

Finally, for CCS to be effectively deployed, eligibility for CO, transport and storage infrastructure must be
granted just like energy infrastructures needs to be covered. Consequently, we recommend specifying
eligibility of CO, infrastructure not limited to only CO2 capture in point (74).

We strongly support the safeguards included in point 100, but highlight that availability must be clarified to
include not only technical availability but economic feasibility of accessing available cleaner alternatives, this
in particular with regards to the use of CCS, especially in the short term until other solutions become
available or economically feasible to access, and in long-term where other options are not available. This
points also warrants a change in point 102 which only includes technical non-ability to achieve full
decarbonisation, it must also include the economic feasibility to decarbonise by other means.



If you consider that the prioritisation of technologies for decarbonisation of industrial heat in this section on
decarbonisation and energy efficiency is not appropriate (see point (73)), please explain and provide
evidence for other criteria you would consider more appropriate.

Where possible, industry must decarbonise through electrification powered by the deployment of renewable
energy, increased energy and material efficiency, and a transition to alternative feedstocks. However, this is
not always feasible, particularly for CO,-emitting chemical processes, where abatement technologies such
as Carbon Capture and Storage (CCS) become necessary. Bellona Europa agrees with the priority given to
direct electrification in point (73), but considers the language on the use of other technologies, particularly
with regards to natural gas, should be clarified to mitigate lock-in risks. Accordingly, we recommend further
specifying the “duly justified cases” according to which other technologies can be used and introduce further
safeguards to avoid the lock-in of gas.

For aid schemes covering investments relying wholly or partly on the use of hydrogen, section 5, point (82),
the new framework takes into account the fact that Article 22a of Directive (EU) 2018/2001 on the
promotion of the use of energy from renewable sources (RED) establishes targets for renewable fuels of
non-biological origin (RFNBO) for hydrogen in industry. The draft framework does so by laying down a
minimum share of renewable hydrogen calculated by reference to the average share of electricity from
renewable sources in the Member State concerned, as such project-level contribution to meeting national
targets established by EU law is considered a positive effect in the balancing exercise under Article 107(3)
(c) TFEU. If you consider that the scope for aid for investments for industrial use of hydrogen should be
defined differently, please provide justification and any available evidence for the scope of projects for
which you consider that State aid for other types or combinations of hydrogen is required.

Hydrogen production, while it can be crucial for industrial decarbonisation, is highly energy-intensive,
requiring significantly more energy than direct electrification alternatives. The production of green hydrogen
involves considerable energy losses due to electricity transmission, electrolysis, compression, and storage,
making it essential to allocate it efficiently. Given these inefficiencies, hydrogen should be prioritized for
sectors where no viable electrification alternatives exist. Besides, to avoid the cannibalisation of renewable
energy, it is crucial to ensure both the deployment of additional renewable capacity (i.e. respect the
additionality principle), and to opt for direct electrification wherever possible.

With regards to point (82), we recommend revising the minimum share for renewable hydrogen to ensure
greater alignment with climate targets. Instead of basing this floor on the average renewable electricity share
from the past two years, we consider it should reflect the level needed for each Member State to meet its
climate commitments. Additionally, to enhance clarity of this requirement and prevent carbon lock-in, the
share of renewable hydrogen used in a project should be reviewed annually and adjusted only upwards.
Point (107), which mirrors (82), should be amended accordingly.

If you consider that the zero indirect emissions presumption for electrification projects in this section on
decarbonisation and energy efficiency is not appropriate (see point (98)), please explain and provide
evidence for an alternative presumption you would consider more appropriate.

Bellona recommends limiting the scope of point (98)(c) to projects that exclusively increase renewable
electricity demand, excluding low-carbon electricity to prevent confusion with the criterion set in point (a).
Additionally, we strongly support the requirement that increased electricity demand must not lead to higher
fossil fuel-based generation. However, the current wording is too vague and open to interpretation. Stronger
and more precise language is needed to ensure this condition is effectively enforced.



If you consider that the safe harbour for natural gas based projects in this section on decarbonisation and
energy efficiency is not appropriate (see point (101)), please explain and provide evidence for an alternative
presumption you would consider more appropriate.

Points (100) and (101) should be read together. Bellona opposes the safe harbour for natural gas-based
projects outlined in this point as it enables State aid investments for fossil gas activities as long as there are
“hydrogen readiness” conditions. Conditions built around the concept of “hydrogen readiness” do not
guarantee long-term emission reductions [https://bellona.org/news/climate-change/hydrogen/2023-03-7-
reasons-why-hydrogen-ready-is-a-myth] and certainly do not contribute to short-term decarbonisation.
Instead, it risks prolonging fossil gas investments, creating a lock-in effect that contradicts the intended
objectives of the guidelines.

We also note that points (110) and (97) establish the assumption that indirect emissions of hydrogen are
negligible when meeting the conditions in points (107) and (82), respectively. Given that such conditions
allow for a mix of low-carbon hydrogen and renewable hydrogen, it cannot be discarded that indirect
emissions will be significant. Low-carbon hydrogen can be produced from fossil fuels (typically fossil gas),
which entails that it can have significant emissions through its value chain. Moreover, hydrogen leaks would
add to the associated GHG emissions to of the supported projects: it has recently been estimated that
hydrogen has a global warming potential of around 12 (meaning that 1 kg of hydrogen has a warming effect
on the atmosphere around 12 times greater than 1 kg of CO, emissions over a 100-year period) [https://www.
nature.com/articles/s43247-023-00857-8].

The draft framework allows to provide support for investment costs related directly to the achievement of
the greenhouse gas emission savings or energy efficiency. Such support for these investment costs does
not cover production capacity increases, but it also does not prevent companies from proceeding at the
same time with capacity increases insofar as the increases are not financed by State aid under the
decarbonisation section. This is without prejudice to the compatibility of aid for such capacity increases
under other sections of the framework, other frameworks or the Treaty. For simplification reasons, the draft
framework nevertheless allows increases of capacity up to 5% without having to differentiate between costs
for decarbonisation and those related to capacity increases (see point (103)). Do you think the 5% flexibility
margin proposed to be appropriate? If not, please substantiate your view with concrete evidence and data.

Bellona considers the limits on production increases under point (103) to be unnecessary, particularly given
the current crisis facing European industry. In his report on competitiveness, Draghi emphasises that
decarbonisation and competitiveness must go hand in hand, without one undermining the other. Additionally,
to prevent distortions in internal competition, sustainable and low-carbon production should not be restricted
from increasing output, and the focus should rather be on ensuring focus of aid on critical sector, and
investments that would not take place without the aid.

Aid to ensure sufficient manufacturing capacity in clean technologies

Please provide any comments specific to section 6 of the draft framework ("Aid to ensure sufficient
manufacturing capacity in clean technologies").
5000 character(s) maximum

The list of clean technologies in point (122) eligible for manufacturing aid should be defined by reference to
identifiable market failures in ensuring resilient supply of such technologies. Please indicate whether you



consider that the scope for aid for clean tech manufacturing equipment and components activities under
section 6 should be aligned with the scope of the corresponding section of the Temporary Crisis and
Transition Framework (as set out in the draft for consultation of stakeholder views), with the scope of the
Annex of the Net Zero Industry Act, or with some other sub-set of such technologies. Please provide
justification and any available evidence for the scope of projects for which you consider that State aid for
additional manufacturing capacity is required.

Aid to reduce risks of private investments

Please provide any comments specific to section 7 of the draft framework ("Aid to reduce risks of private
investments in renewable energy, industrial decarbonisation, clean technology manufacturing and energy
infrastructure”).

5000 character(s) maximum

Do you agree that the inclusion of aid to investors in energy infrastructure projects as foreseen in point
(146) is necessary?

@ Yes
& No

) | don't know

-
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