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Brussels, 25 April 2025

Maria Segura Catalan, Marianne Clayton and Christopher M. Vollert from Clayton & Segura State Aid Lawyers

report regularly on the most relevant developments from the capital of Europe on state aid matters.

Clean Industrial Deal State Aid Framework

As part of its broader Clean Industrial Deal, the European Commission has proposed a new State aid
framework aimed af supporfing Europe's transition fo a climate-neutral, competitive and resilient
industrial base. The Clean Industrial Deal State Aid Framework (CISAF), currently in draft form, sets
out how Member Stafes may design fargeted aid measures fo incenfivise investments in clean
tfechnology manufacturing, industrial decarbonisation, and energy resilience. The consultation period
on the draft CISAF ends today.

In this client briefing, we summarise the key facts relevant for companies and provide a detailed

overview of selected proposed measures under the draft CISAF.
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l INTRODUCTION

economy, foster international partnerships,

and promote skills and quality jobs. The

Backaround: The Clean Industrial Dedl initiative seeks to accelerate decarbonisation,

reindustrialisation, and innovation across
On 26 February 2025, the European

Commission  (Commission) adopted  fhe

Europe, making large-scale climate-neutral

investments in energy-infensive industries and
Communication on the Clean Industrial Dedl,

clean fechnologies more aftractive. It also

sefting out an ambitious agenda to reinforce the emphasises the importance of boosting

Union’s industrial competitiveness, accelerate manufacturing capacity, creating lead markets

decarbonisation, and promote social fairness.
To accompany this initiative, the Commission

published a draft Communication for a new

Clean Industrial Deal State Aid Framework

(draft CISAF), providing guidance to Member
Stafes on how to design State aid measures
aligned  with the Clean Industrial Deal’s

objectives.

I aims fo improve access fo affordable energy,

strengthen the clean fech sector, drive public
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for clean tech, reducing energy costs and

addressing distortions from foreign subsidies.

It aims fo fransition from the crisis-driven
Temporary Crisis and Transition Framework
TCTF) fo a more sfructural and fargeted
framework that supports a clean, just, and

competitive transition of fhe FEuropean
economy. |t proposes simplified and more

flexible compatibility conditions compared to
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existing frameworks in order to facilitate major

private investments in strategic sectors.

Consultation on the draft CISAF

The Commission launched a public consultation
on the draft Clean Industrial Deal State Aid
Framework (CISAF), which ran from 11 March
2025 10 25 April 2025. The consultation sought
feedback from citizens, organisations and
Member States on the proposed framework to
simplify Stafe aid rules and support the Clean
Industrial  Deal objectives.  Contributions
received are published on the Commission’s

consultation webpage.

l KEY POINTS FOR COMPANIES ]

e Draft status: The CISAF has not yet been
adopted and remains subject to revision.
The adoption is planned for Q2/2025.

e f[ocusoninvestment incentives: It aims to
facilitate national support schemes that

mobilise private capital for
o decarbonisation,
o clean fech manufacturing, and
o energy transformation.

o New flexibility: It proposes simpler and
faster approval processes for specific types

of investments, compared fo the CEEAG.

e Instruments covered: The draft envisages
co-investments with private actfors, risk-
reduction schemes for private invesfors
(e.g., pension funds, insurers), and fax
incentives such as accelerated depreciation
for clean fech assets.

e Safeguards for competition: Despite the

flexibility, the draft aims to maintain a focus
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on preventing subsidy races and preserving

the internal market's level playing field.

e Outlook for nuclear: The Commission
proposes to assess State aid to nuclear
fechnologies separately, aiming fo provide
legal certainty in a technology-neutral

manner.

e Preparation is key: Companies planning
significant industrial decarbonisation, clean
tech manufacturing, or energy resilience
projecfts should monitor developments
closely. Future national support schemes
based on the CISAF may create imporfant

funding opportunities.

l THE CISAF IN DETAIL ]

Compatibilit assessment _under  Article

107(3)(c) TFEU (Section 3 CISAF)

The CISAF sets out compatibility conditions
under Article 107(3)(c) TFEU, requiring that
State aid:

e Facilitates the development of an

economic activity (positive condiition),

e Does not distort competition and trade
contrary to the common inferest (negative

condlition).

Given the scale of the Clean Industrial Deal
objectives, the Commission presumes that
private investment alone will not be sufficient.
State aid under the CISAF must demonstrate an
incentive effect, necessity, appropriateness,

and proportionality.

Aid should be predominantly allocated via
competitive bidding processes or determined
through strict aid intensity limits or funding gap
assessments. Aid fo undertakings in difficulty is

excluded.
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Cumulation

The draft CISAF allows State aid to be
cumulated with other State aid, de minimis aid,
or centrally managed EU funds. Where the aid
relates fo the same eligible costs, whether
partially or fully overlapping, cumulation is
allowed provided that the combined aid does
not exceed the maximum aid intensity or
amount applicable under any of the relevant

conditions.

Aid schemes to accelerate the rollout of

renewable energy (Section 4.1 CISAF)

Recognising the critical role of renewables in
the Union’s energy transition, the CISAF permits
targetedinvestment and price support schemes

to:

e Facilitate the production of renewable
energy (solar, wind, hydropower,

bioenergy, renewable hydrogen),

e Support electricity and thermal storage

technologies essential for system flexibility.

Investment aid is available for new or
repowered installations, with eligible costs

corresponding fo fotal investment costs.

e Aid granted administratively is capped at
45% of eligible costs with the possibility fo
increase the maximum aid intensity for
SMEs.

e Compeftitive bidding is mandatory for large
renewable electricity projects, with limited
exceptions for small-scale or community

projects.

Direct price support must fake the form of two-
way contracts for difference (CfDs). Support
for renewables must respect strict completion
deadlines and environmental sustainability
standards, notably the "Do No Significant
Harm" principle.
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Key conditions include:
e Technological neutrality,

e Aid allocation through competitive bidding

purely based on price,

e Robust fechnical criteria ensuring the
efficiency and reliability of flexibility
services.

Aid for non-fossil flexibility support schemes

(Section 4.2 CISAF)

The Commission considers State aid to promote
non-fossil electricity flexibility (e.g. sforage and
demand response) as compatible with the
infernal market under Article 107(3)(c) TFEU,

provided certain conditions are met.

Beside the general requirements seft out in
Section 3 of the draft CISAF, the measure must
be technology-neutral, open to all eligible non-
fossil  solutions, and free from artificial
restrictions. Within two years of approval,
Member States must ensure that all non-fossil
flexibility assets and aggregators can fully
participate in electricity and ancillary service
markets.

Aid should be granted via competitively
awarded contracts (up fo 10 years), with clear
performance criteria, availability obligations,
and penalties for non-compliance. Flexibility
volumes must reflect cost-efficient needs as per

the Electricity Regulation, and—unftil a full EU

methodology exists—remain within indicative

natfional targets.

Additionally, schemes should be open fo cross-
border participation (if cost-effective) and
ensure that consumers contributing to the
system’s flexibility needs also bear the related
costs. The measure may be approved for a

maximum of five years.

C&S Client Briefings - Clean Industrial Deal State Aid Framework (CISAF)

Page 4 of 7


https://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=CELEX:32019R0943

C&S CLIENT BRIEFINGS

Aid for capacity mechanisms following a

target model (Section 4.3 CISAF)

The Commission may approve aid for capacity
mechanisms under Article 107(3)(c) TFEU if the
measure meets the general CISAF conditions
and fully complies with the criteria for either a
strafegic reserve or a market-wide capacity
mechanism (as definedin Annex | of the CISAF).
The approval is limited to a maximum duration

of 10 years.

Aid to deploy industrial decarbonisation

(Section 5 CISAF)

The Commission considers aid for investments
that significantly reduce greenhouse gas
(GHG) emissions or substantially improve
energy efficiency in industrial activities
compatible with the internal market under
Article 107(3)(c) TFEU, provided fthe general
conditions in section 3 and this section are met.

Regarding the scope:

e Aid applies to industrial installations

producing fangible goods atf scale.

e Excludes «aid for primary agriculture,
fishery, and energy production based on
the most polluting fossil fuels (e.g. coal, oil

shale).

o FEligible investments must deliver direct
GHG emission reductions, or at least 20%

energy savings per unit of output.
Regarding eligible measures:

e Priority is given fo renewable heat, direct

electrification, and waste heat reuse.

e Support may also cover: On-site energy
infrastructure directly linked fo the project,
Self-production of renewable energy, if af

least 80% is consumed on-site, Carbon

claytonsegura.com

C

capture wherelinked fo CCS/CCU chains or

permanent stforage.
Regarding necessity and eligibility:

e Projects must not take place without the
aid. Compliance is presumed if: A funding
gap is demonstrated, or for ETS sectors,
defined GHG reduction thresholds are met

(e.g. 210% vs. most efficient installations).

e [nnon-ETS sectors, af least 40% emissions

reduction is required.

e Energy efficiency investments must be
audit-based.

Regarding proportionality:

e Member States must ensure that aid is
granted  through clear and  non-

discriminatory procedures.

e They can choose befween three methods
fo calculate aid amounts: fixed aid
infensities (e.g. 50% for hydrogen, 30% for
carbon capture, 20-35% for otfher
technologies), a funding gap approach with
claw-back, or competitive bidding. Aid
amounts can beincreased for SMEs. Where
Member State use fthe funding gap
methodology, claw-back mechanisms must
be put in place and verified by independent
audifors.

Regarding the avoidance of negative effects:

e Projects must deliver overall GHG
reductions, without displacing emissions or

locking in fossil fuel technologies.

e Use of natural gos is only allowed if
equipment is future-proofed for renewable
gases and a binding phase-out plan is in
place.
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e Indirect emissions from electricity or
hydrogen may be excluded under specific
renewable sourcing conditions.

e  Support for carbon capture is allowed only
for hard-tfo-abate sectors and must not
increase production capacity (except <5%).

Regarding fthe support for Innovation Fund

Projects:

e Special provisions apply to projects with a
‘Sovereignty Seal’ under the Innovation
Fund.

e Aid must meet sustainability criteria (e.g.
for hydrogen, biomass, RENBOs).

e Clawback mechanisms must address
unforeseen profits over a defined period,
ensure cost discipline, and be auditor-

verified.

For more information on the EU Innovation
Fund 2024 (EU IF24), check out our special CE&S

Client Briefings here (IF24 Auction) and here
IE24 Calls).

Regarding other requirements:

e Aid must be granted under a scheme with
an estimated budget. The project must
start operations within 36 months and
deliver at least 80% of projected savings,
oftherwise penaltfies apply for delays or

underperformance.

Aid fo  ensure sufficient manufacturing

capacity in clean technologies

Aid can support investments in the production
of clean tech equipment (e.g. batteries, solar
panels, wind furbines, electrolysers, CCUS),
their components, and related critical raw

materials.

Regarding investment aid schemes,
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Eligible costs include tangible and

intangible assets.

e Aid infensity goes up fo 15% (non-
assisted areas), 20% (Art. 107(3)(c)
assisted areas), 35% (Art. 107(3)(a)
assisted areas) and can be increased by
10-20% for SMEs.

e Alternative ceilings for loans and

guarantees apply.

e Beneficiaries must contfribute at least
25% of project cosfs and keep the
investment in place for 5 years (3 for
SMEs).

e Relocation of activities withinthe EEAis
prohibited.

Regarding ad hoc aid measures:

e They are eligible if the investment
would otherwise go to a third country

(so-called “matching aid”).

e They must reflect the funding gap and
avoid  distorting  competition  or

displacing jobs in the EEA.

e They require o use of the best
technology available and contribute to

EU supply resilience.
Regarding accelerated depreciation:

e Aid may be granted as immediate

expensing of clean tech equipment.

e Assefs must be used primarily by the
beneficiary, be depreciable, and

remain in use for 5 years (3 for SMEs).

Transparency, monitoring and reporting

Member Stafes must publish information on
each individual aid measure exceeding EUR
100,000 within six months of granting, using

the State aid fransparency website or the
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Commission’s designated I'T fool. They are also
required to submit annual reports to the
Commission and fo maintain detailed records
for ten years to demonstrate compliance with
the relevant conditions. Upon request, Member
States must provide the Commission with all
necessary information, including fo verify
whether the approved aid measures have been
implemented in line with the Commission’s

decision.

C

lTIMELNE ]

Q22025 Planned adoption

30 December 2030  CISAFenddate

l OUTLOOK ]

The Commission  will  publish  received
conftributions here. Clayton & Segura will follow
the developments closely and keep you
updated.
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This briefingis provided by Clayton & Segura State Aid Lawyers for informational purposes only

and is not infended and should not be consfrued as legal advice. Please nofe that the Clean

Industrial Deal State Aid Framework remains under consultation and its final form may differ

from the draft described above.

Clayton & Segura are statfe aid lawyers with more than 20 years of experience. At Clayton &

Segura, we work exclusively in the field of state aid and provide comprehensive support to our

clients.

All the confents of the C&S Client Briefings are duly protected by the rules of intellectual and

industrial property.

Until next time, have a nice spring and don

info@claytonsegura.com for your favourite EU state aid newsletter!

't forget to follow us on LinkedIn® or contact us at

Marianne
Clayton

Partner
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Maria Christopher M.

Segura Catalan Vollert

Parftner Associate

§ Chambers
Qe
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Maria Segura Catatin
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