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Summary 

{ƛƴŎŜ ōŜŎƻƳƛƴƎ ƻǇŜǊŀǘƛƻƴŀƭ ƛƴ нлнмΣ ǘƘŜ 9¦Ωǎ aƻŘŜǊƴƛǎŀǘƛƻƴ CǳƴŘ Ƙŀǎ ŘƛǎōǳǊǎŜŘ ƳƻǊŜ ǘƘŀƴ 9¦w нл ōƛƭƭƛƻƴΣ 

ƳŀƪƛƴƎ ƛǘ ƻƴŜ ƻŦ ǘƘŜ 9¦Ωǎ ƭŀǊƎŜǎǘ ŦƛƴŀƴŎƛƴƎ ƛƴǎǘǊǳƳŜƴǘǎ ŦƻǊ ŜƴŜǊƎȅ ƛƴǾŜǎǘƳŜƴǘǎ ƛƴ ŎŜƴǘǊŀƭ ŀƴŘ ŜŀǎǘŜǊƴ 

Europe. This report assesses its performance at the halfway point of its operations and examines whether 

the Fund, initially designed to operate until 2030, is delivering on its objective of helping lower-income EU 

Member States transition away from fossil fuels.  

Our mid-term analysis shows that the Fund is not yet contributing sufficiently to its intended goal. Our 

findings show that for every EUR 3 spent on favourable projects, at least EUR 1 goes to harmful investments. 

! ǎƛƎƴƛŦƛŎŀƴǘ ǇƻǊǘƛƻƴ ƻŦ ǘƘŜ CǳƴŘΩǎ ǊŜǾŜƴǳŜǎ ŦǊƻƳ ŜƳƛǎǎƛƻƴǎ ŀƭƭƻǿŀƴŎŜǎ ǿŀǎ ŘƛǎōǳǊǎŜŘ ƛƴ ƛǘǎ ŦƛǊǎǘ ŦƛǾŜ ȅŜŀǊǎ 

ǘƻ ƛƴǾŜǎǘƳŜƴǘǎ ǘƘŀǘ ŀǊŜ ƛƴŎƻƳǇŀǘƛōƭŜ ǿƛǘƘ ǘƘŜ 9¦Ωǎ ŎƭƛƳŀǘŜΣ ŜƴǾƛǊƻƴƳŜƴǘŀƭ and energy objectives, namely 

fossil gas, waste incineration and biomass incineration. These account for between 21 and 35% of the 

CǳƴŘΩǎ ǘƻǘŀƭ ŘƛǎōǳǊǎŜƳŜƴǘǎΣ ŜǉǳƛǾŀƭŜƴǘ ǘƻ 9¦w пΦн ōƛƭƭƛƻƴ ŀƴŘ 9¦w тΦм ōƛƭƭƛƻƴΣ ŘŜǇŜƴŘƛƴƎ ƻƴ ǘƘŜ ŎƻƳǇƻǎƛǘƛƻƴ 

of several mixed schemes that may support these technologies alongside other, less controversial 

investments. 

While it is still too early to describe this as a sustained positive trend, 2025 marked a record year for the 

CǳƴŘΩǎ ǎǳǇǇƻǊǘ ƻŦ ƎŜƴǳƛƴŜƭȅ ǎǳǎǘŀƛƴŀōƭŜ ƛƴǾŜǎǘƳŜƴǘǎΦ 9ƴŜǊƎȅ ŜŦŦƛŎƛŜƴŎȅ ŀƭƻƴŜ ŀŎŎƻǳƴǘŜŘ ŦƻǊ ƻǾŜǊ 9¦w пΦму 

billion in 2025, surpassing the cumulative EUR 3.48 billion allocated to such measures up to that point. 

Notably, no new investments in waste incineration were approved during the year.  

It is difficult to determine the reasons behind this shift, as the European Commission publishes only the list 

of approved investments, while the full list of submitted proposals and the rationale for rejecting some of 

them remain undisclosed. This lack of transparency is aggravated by the difficulty of obtaining lists of 

proposals from beneficiaries, with both access to such information and the quality of the data provided 

varying significantly across countries. 

However, this apparent progress in 2025 is tempered by continued support for fossil fuels and biomass. 

Although only EUR 69 million was disbursed for these investments in 2025, making funding appear limited 

in the annual overview, beneficiary countries hav e indicated that total support requested for these 

investments alone through future disbursements will exceed EUR 850 million. 

¢Ƙƛǎ ǇǳōƭƛŎŀǘƛƻƴ ǳǇŘŀǘŜǎ .ŀƴƪǿŀǘŎƘΩǎ нлнр ŀǎǎŜǎǎƳŜƴǘ ƻŦ ǘƘŜ CǳƴŘ ŀƴŘ ŎƻƳŜǎ ŀǘ ŀ critical moment for EU 

climate and energy policy. Its findings aim to inform decision makers at both EU and national levels in the 

ŎƻƴǘŜȄǘ ƻŦ ǘƘŜ /ƻƳƳƛǎǎƛƻƴΩǎ нлнс ǊŜǾƛŜǿ ƻŦ ǘƘŜ 9¦ 9Ƴƛǎǎƛƻƴǎ ¢ǊŀŘƛƴƎ {ȅǎǘŜƳ ό9¢{ύ 5ƛǊŜŎǘƛǾŜΣ ǿƘƛŎƘ 

provides the legal framework for the Fund. In its July 2026 ETS proposal, the Commission proposed 
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extending the Fund until 2040 and ending support for fossil fuel investments from 2031 onwards. 1 

Beneficiary countries have also recently called for the Fund to be extended beyond 2030, alongside an 

increase in available resources.2 

As the EU reviews the ETS and considers the future of the Fund beyond 2030, the figures from this report 

show that a review of the current rules governing the Fund is needed. The Fund must align its investments 

ǿƛǘƘ ǘƘŜ 9¦Ωǎ ŜƴŜǊƎȅΣ ŎƭƛƳŀǘŜ ŀƴŘ ŜƴǾƛǊƻƴƳŜƴǘŀƭ Ǝƻŀƭǎ ōȅ ŜƴŘƛƴƎ ǎǳǇǇƻǊǘ ŦƻǊ Ŧƻǎǎƛƭ ƎŀǎΣ ǿŀǎǘŜ ƛƴŎƛƴŜǊŀǘƛƻƴ 

and unsustainable3 biomass, increasing support for electrification, both on the supply and demand sides, 

while providing greater technical assistance to countries with weaker administrative capacity, and 

ǎǳōǎǘŀƴǘƛŀƭƭȅ ƛƳǇǊƻǾƛƴƎ ǘǊŀƴǎǇŀǊŜƴŎȅ ƻŦ ǘƘŜ CǳƴŘΩǎ ƻǇŜǊŀǘƛƻƴǎ ŀƴŘ ǎǘŀƪeholder participation.  

Introduction  

¢ƘŜ aƻŘŜǊƴƛǎŀǘƛƻƴ CǳƴŘ ƛǎ ŀƴ 9¦ ŦƛƴŀƴŎƛƴƎ ǇǊƻƎǊŀƳƳŜ ƻǳǘǎƛŘŜ ǘƘŜ 9¦Ωǎ ƭƻƴƎ-term budget (or Multiannual 

CƛƴŀƴŎƛŀƭ CǊŀƳŜǿƻǊƪύΦ 9ǎǘŀōƭƛǎƘŜŘ ǳƴŘŜǊ ǘƘŜ 9¦ 9Ƴƛǎǎƛƻƴǎ ¢ǊŀŘƛƴƎ {ȅǎǘŜƳ ό9¢{ύΣ ǘƘŜ CǳƴŘΩǎ ŀƛƳ ƛǎ ǘƻ 

modernise energy systems and improve energy efficiency in lower-income EU Member States. Operating 

from 2021 to 2030, the Fund is financed through revenues from the auctioning of emission allowances under 

the ETS. The total size of the Fund is expected to reach EUR 57 billion by 2030.4 Initially, it supported 10 

central and eastern European Member States,5 but following the 2023 revision of the ETS Directive, its scope 

expanded to include Greece, Portugal and Slovenia as beneficiaries, bringing the total to 13.6 

¢ƘŜ CǳƴŘΩǎ ƭŜƎŀƭ ŦǊŀƳŜǿƻǊƪ ƛƴŎƭǳŘŜǎ ǘƘŜ 9¢{ 5ƛǊŜŎǘƛǾŜ ς notably Articles 10 and 10d 7  ς and the 

Implementing Regulation on the Modernisation Fund.8 In addition, the European Investment Bank (EIB), in 

 
1 European Commission, Proposal for a Directive of the European Parliament and of the Council amending Directive 2003/87/EC and Decision (EU) 

2015/1814 as regards driving competitiveness and cost-effective decarbonisation, 17 July 2026. 

2 Marta Pacheco, Twelve EU countries seek green funds beyond 2030 to cope with energy transition, Euronews, 24 June 2026. 

3 The unsustainable renewables category includes wood-burning combined heat and power (CHP) plants, as well as medium- and large-scale biogas 

ŀƴŘ ōƛƻƳŜǘƘŀƴŜ ǇǊƻŘǳŎǘƛƻƴ ŀƴŘ ǇƻǿŜǊ ǇƭŀƴǘǎΦ ¢ƘŜ ǘŜǊƳǎ ΨǎǳǎǘŀƛƴŀōƭŜΩ ŀƴŘ ΨǳƴǎǳǎǘŀƛƴŀōƭŜΩ ǊŜŦƭŜŎǘ .ŀƴƪǿŀǘŎƘΩǎ own methodology and assessment 

of these technologies based on their environmental impacts and long-term sustainability. They do not correspond to categories defined in the 2023 

Renewable Energy Directive (RED III) or any other EU legislation, nor do they imply any judgement about the legality of individual projects. 

4 Assuming an emissions allowance price of EUR 75 per tonne of carbon dioxide (ǘ/hіύΦ 

5 Bulgaria, the Czech Republic, Croatia, Estonia, Hungary, Lithuania, Latvia, Poland, Romania and Slovakia. 

6 These 13 Member States had a GDP per capita below 75% of the Union average in the period 2016ς2018. 

7 European Parliament, Council of the European Union, 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), 24ς29, 49ς53, 1 March 2024. 

8 European Commission, Commission Implementing Regulation (EU) 2020/1001 of 9 July 2020 laying down detailed rules for the application of 

Directive 2003/87/EC of the European Parliament and of the Council as regards the operation of the Modernisation Fund supporting investments to 

modernise the energy systems and to improve energy efficiency of certain Member States, 1 January 2024. 

https://climate.ec.europa.eu/document/download/c0b4ca8e-0e12-4b4e-9976-98c0b4224410_en
https://climate.ec.europa.eu/document/download/c0b4ca8e-0e12-4b4e-9976-98c0b4224410_en
https://www.euronews.com/my-europe/2026/06/24/twelve-eu-countries-seek-green-funds-beyond-2030-to-cope-with-energy-transition
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02003L0087-20240301
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02003L0087-20240301
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02003L0087-20240301
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02020R1001-20240101
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02020R1001-20240101
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A02020R1001-20240101
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consultation with the European Commission, has published an Assessment Guidance Document, clarifying 

the procedures and criteria used for the appraisal of investments. 9  ¢ƘŜ 9¢{ 5ƛǊŜŎǘƛǾŜ ŀƴŘ CǳƴŘΩs 

Implementing Regulation were last amended in 2023, both applying from 2024. Changes include the 

ŀŘŘƛǘƛƻƴ ƻŦ ƴŜǿ ōŜƴŜŦƛŎƛŀǊƛŜǎΣ ǊŜǾƛǎŜŘ ŦǳƴŘƛƴƎ ǎǘǊŜŀƳǎΣ ŀŘƧǳǎǘƳŜƴǘǎ ǘƻ ǘƘŜ ŘŜŦƛƴƛǘƛƻƴ ƻŦ ΨǇǊƛƻǊƛǘȅΩ 

investment areas, new conditions for fossil fuel financing, and some transparency improvements. 

Investments financed by the Fund must be consistent with the aims of the ETS Directive, 10  the 

Communication on the European Green Deal11 and the European Climate Law,12 as well as the long-term 

ƻōƧŜŎǘƛǾŜǎ ƻŦ ǘƘŜ tŀǊƛǎ !ƎǊŜŜƳŜƴǘΦ ¢Ƙƛǎ ƛƴŎƭǳŘŜǎ ǘƘŜ 9¦Ωǎ ōƛƴŘƛƴƎ target of a 55% reduction in greenhouse 

gas emissions by 2030 and climate neutrality by 2050. However, in clear contradiction with these stated 

goals,13 even after the revision in 2023, the amended ETS Directive regrettably still allows fossil gas 

financing,14 although some additional conditions have been introduced.15 Additionally, current rules allow 

funding for waste incineration with heat recovery ς which usually also involves burning large amounts of 

oil-based plastics, as well as gas and diesel as auxiliary fuels ς and biomass combustion for energy.16,17 

The Fund is managed by the European Commission through the Directorate-General for Climate Action (DG 

CLIMA), the EIB, the Investment Committee (composed of representatives from beneficiary Member 

 
9 European Investment Bank, Modernisation Fund | Accelerating the transition to climate neutrality | Assessment Guidance Document, 12 July 2024. 

10 European Parliament, Council of the European Union, 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), 3. 

11 European Commission, Communication from the Commission to the European Parliament, the European Council, the Council, the European 

Economic and Social Committee and the Committee of the Regions | The European Green Deal, 11 December 2019. 

12 European Parliament, Council of the European Union, Regulation (EU) 2021/1119 of the European Parliament and of the Council of 30 June 2021 

establishing the framework for achieving climate neutrality and amending Regulations (EC) No 401/2009 and (EU) 2018/1999 (European Climate 

Law), 7 April 2026. 

13 CEE Bankwatch Network, Paris alignment: why there is no more space for European public money to finance fossil fuels, 14 December 2023. 

14 The third sentence of Article 10d(1), subparagraph 2, of the ETS Directive states: Ψbƻ ǎǳǇǇƻǊǘ ŦǊƻƳ ǘƘŜ aƻŘŜǊƴƛǎŀǘƛƻƴ CǳƴŘ ǎƘŀƭƭ ōŜ ǇǊƻǾƛŘŜŘ ǘƻ 

ŜƴŜǊƎȅ ƎŜƴŜǊŀǘƛƻƴ ŦŀŎƛƭƛǘƛŜǎ ǘƘŀǘ ǳǎŜ Ŧƻǎǎƛƭ ŦǳŜƭǎΦΩ However, this general rule is immediately weakened within the same provision by exceptions set 

out in the final sentence of subparagraph 2 and in subparagraph 3. See: European Parliament, Council of the European Union, 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), 50. 

15 Coal was finally excluded from financing under the Modernisation Fund following the 2023 revision of the ETS Directive. Under the previous 

ŦǊŀƳŜǿƻǊƪΣ .ǳƭƎŀǊƛŀ ŀƴŘ wƻƳŀƴƛŀ ǿŜǊŜ ƎǊŀƴǘŜŘ ŀƴ ŜȄŎŜǇǘƛƻƴ ŀƭƭƻǿƛƴƎ ǎǳǇǇƻǊǘ ŦƻǊ ΨŜŦŦƛŎƛŜƴǘ ŀƴŘ ǎǳǎǘŀƛƴŀōƭŜ ŘƛǎǘǊƛŎǘ ƘŜŀǘƛƴƎΩ ǳǎƛƴƎ ǎƻƭƛŘ Ŧƻǎǎƛƭ ŦǳŜƭǎΦ 

Fortunately, neither country made use of this option. See: European Parliament, Council of the European Union, 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), 18, 19 March 2018. 

16 bŀǘŀǎŀ YƻǾŀőŜǾƛŏ, Pippa Gallop, Unmasking the biomass dilemma in Serbia and Bosnia and Herzegovina, CEE Bankwatch Network, 17 January 

2025. 

17 Peter Raven, Steven Berry, Wolfgang Cramer, et al., Letter Regarding Use of Forests for Bioenergy, 11 February 2021. 

https://modernisationfund.eu/wp-content/uploads/2024/07/ASSESSMENT-GUIDANCE-DOCUMENT-CLEAN-VERSION.pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:02003L0087-20240301
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:02003L0087-20240301
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:02003L0087-20240301
https://commission.europa.eu/publications/communication-european-green-deal_en
https://commission.europa.eu/publications/communication-european-green-deal_en
https://eur-lex.europa.eu/eli/reg/2021/1119/oj/eng
https://eur-lex.europa.eu/eli/reg/2021/1119/oj/eng
https://eur-lex.europa.eu/eli/reg/2021/1119/oj/eng
https://bankwatch.org/wp-content/uploads/2023/12/2023_12_Paris-alignment_why-there-is-no-more-space-for-European-public-money-to-finance-fossil-fuels.pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:02003L0087-20240301
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:02003L0087-20240301
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:02003L0087-20240301
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32018L0410
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32018L0410
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32018L0410
https://bankwatch.org/wp-content/uploads/2025/01/2025_01_Unmasking-the-biomass-dilemma-in-Serbia-and-Bosnia-and-Herzegovina.pdf
/Users/duuh/Library/Containers/com.microsoft.Word/Data/Library/Preferences/AutoRecovery/Scientist%20letter%20to%20Biden,%20von%20der%20Leyen,%20Michel,%20Suga%20&%20Moon%20regarding%20Forest%20Biomass,%20Letter%20regarding%20use%20of%20forest%20for%20bioenergy,%2011%20February%202021.
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States),18 and by the beneficiary Member States that implement the Fund nationally and submit investment 

ǇǊƻǇƻǎŀƭǎ ŦƻǊ ŀǇǇǊƻǾŀƭΦ ¢ƘŜ 9L. ŀǎǎŜǎǎŜǎ ŀƭƭ ƛƴǾŜǎǘƳŜƴǘǎΣ ŘŜǘŜǊƳƛƴŜǎ ǿƘŜǘƘŜǊ ΨǇǊƛƻǊƛǘȅΩ ǎǘŀǘǳǎ ƛǎ ƧǳǎǘƛŦƛŜŘ 

(see below), and conducts financial and technical due ŘƛƭƛƎŜƴŎŜ ŦƻǊ Ψƴƻƴ-ǇǊƛƻǊƛǘȅΩ ǇǊƻƧŜŎǘǎΣ ƛƴŎƭǳŘƛƴƎ ŀƴ 

assessment of the expected emission reductions. The Commission makes the final disbursement decision 

ōŀǎŜŘ ƻƴ ǘƘŜ 9L.Ωǎ ŎƻƴŦƛǊƳŀǘƛƻƴ ƻŦ ǇǊƛƻǊƛǘȅ ǎǘŀǘǳǎ ƻǊ LƴǾŜǎǘƳŜƴǘ /ƻƳƳƛǘǘŜŜ ǊŜŎƻƳƳŜƴŘŀǘƛƻƴǎ ŦƻǊ ƴƻƴ-

priority investments. 

Since 2024, the Fund has been composed of three funding sources: 

¶ Revenues from auctioning 2% of total ETS allowances between 2021 and 2030, available to the 

original 10 Member States.19  

¶ Revenues from auctioning an additional 2.5% of allowances between 2024 and 2030, now 

accessible to all 13 beneficiary countries.20,21 

¶ Voluntary transfers of allowances by beneficiary Member States from their national allocations to 

their Fund envelope (free allocations and solidarity allowances).22 

Six Member States have exercised the option to transfer additional allowances to their Fund resources: 

Romania, the Czech Republic, Slovakia, Lithuania, Croatia and Hungary.23 For Romania, the Czech Republic, 

and Slovakia, these transfers are substantial, amounting to EUR 10.77 billion, EUR 9.69 billion, and EUR 2.26 

billion, respectively,24 and represent more than half of the total Fund resources available to these countries. 

This is important because transferred allowances are exempt from the fossil gas conditions applying to the 

Ψн҈Ω ŀƴŘ ΨнΦр҈Ω ŦǳƴŘǎ ŀƴŘ Ƴŀȅ ōŜ ǳǎŜŘ ŀƭƳƻǎǘ ǿƛǘƘƻǳǘ ŎƻƴŘƛǘƛƻƴǎ ŦƻǊ ΨƛƴǾŜǎǘƳŜƴǘǎ ƛƴǾƻƭǾƛƴƎ ƎŀǎŜƻǳǎ Ŧƻǎǎƛƭ 

 
18 The Investment Committee is composed of 13 representatives: one from each beneficiary Member State; three representatives from non-

beneficiary Member States, elected by all non-beneficiary Member States (currently Germany, the Netherlands and Sweden); one representative 

from the European Commission, who chairs the Committee; and one representative from the European Investment Bank. See: Modernisation Fund, 

Investment Committee, accessed 21 July 2026.  

19 European Parliament, Council of the European Union, 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), 24. 

20 Ibid., 24. 

21 Annex IIb of the ETS Directive details the distribution of allowances by Member State. According to Annex IIb, the largest beneficiaries receive the 

following shares from the 2% fund (2021ς2030) and the additional 2.5% fund (2024ς2030), respectively: Poland (43.41% and 34.2%), Czech Republic 

(15.59% and 12.6%) and Romania (11.98% and 9.8%). See: Ibid., 113. 

22 Ibid., 51.  

23 Modernisation Fund, How it works, accessed 21 July 2026. 

24 According to Bankwatch calculations, the transfers for the remaining three countries amount to EUR 561 million for Lithuania, EUR 385 million for 

Croatia, and EUR 300 million for Hungary. Estimates are based on an emission allowance price ƻŦ 9¦w тр ǇŜǊ ǘƻƴƴŜ ƻŦ /hіΦ 

https://www.modernisationfund.eu/structure/investment-committee/
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:02003L0087-20240301
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:02003L0087-20240301
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:02003L0087-20240301
https://www.modernisationfund.eu/how-it-works/
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ŦǳŜƭǎΩΦ25,26 bŜǾŜǊǘƘŜƭŜǎǎΣ ƛƴǾŜǎǘƳŜƴǘǎ ŦƛƴŀƴŎŜŘ ŦǊƻƳ ǘƘƛǎ ǎƻǳǊŎŜ ƻŦ ŦǳƴŘƛƴƎΣ ƭƛƪŜ ŀƭƭ ǘƘŜ CǳƴŘΩǎ ƛƴǾŜǎǘƳŜƴǘǎΣ 

Ƴǳǎǘ ƳŜŜǘ ǘƘŜ 9¦Ωǎ {ǘŀǘŜ ŀƛŘ ǊǳƭŜǎΣ ƛƴŎƭǳŘƛƴƎ ǘƘŜ /ƻƳƳƛǎǎƛƻƴΩǎ нлнн DǳƛŘŜƭƛƴŜǎ ƻƴ {ǘŀǘŜ ŀƛŘ ŦƻǊ ŎƭƛƳŀǘŜΣ 

environmental protection and energy.27  

¢ƘŜ CǳƴŘ ŘƛǎǘƛƴƎǳƛǎƘŜǎ ōŜǘǿŜŜƴ ΨǇǊƛƻǊƛǘȅΩ ŀƴŘ Ψƴƻƴ-ǇǊƛƻǊƛǘȅΩ ƛƴǾŜǎǘƳŜƴǘǎΦ ¢ƘŜ ōǳƭƪ ƻŦ ǊŜǾŜƴǳŜǎ ς 80 to 90% 

depending on the source category ς must support priority investments, which include the following areas:28 

¶ the generation and use of electricity from renewable sources, including renewable hydrogen; 

¶ heating and cooling from renewable sources; 

¶ the reduction of overall energy use through improvements in energy efficiency, including in 

industry, transport, buildings, agriculture and waste; 

¶ energy storage and the modernisation of energy networks, including demand-side management, 

district heating pipelines, grids for electricity transmission, increased interconnections between 

Member States, and infrastructure for zero-emission mobility; 

¶ support for low-income households, including in rural and remote areas, to address energy poverty 

and to modernise their heating systems; and 

¶ a just transition in carbon-intensive regions, supporting the redeployment, reskilling and upskilling 

of workers, education, job-seeking initiatives and startups, in dialogue with civil society and social 

partners, in a manner that is consistent with and contributes to the relevant actions included by the 

Member States in their territorial just transition plans. 

 
25 European Parliament, Council of the European Union, 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), 50. 

26 There is no obligation to front-load the auctioning of allowances for fossil gas investments before 2027 and 2028, respectively, as is the case with 

other sources of Modernisation Fund revenue. In addition, such investments are not required to meet the weak EU Taxonomy criteria applying from 

2025 for the FundΩǎ investments, nor do they have to be justified on the grounds of ensuring energy security. 

27 European Commission, Communication from the Commission | Guidelines on State aid for climate, environmental protection and energy 2022, 

18 February 2022. 

28 The priority areas were slightly revised with the 2023 ETS Directive revision, which increased the share of revenues allocated to priority 

investments from 70% to either 80% or 90%, depending on the revenue source (the original 2% fund or the new 2.5% fund). Prior to 2024, priority 

areas consisted of the following: the generation and use of renewable electricity; energy efficiency improvements (excluding generation using solid 

fossil fuels); energy storage; the modernisation of energy networks, including district heating pipelines and electricity transmission grids; increased 

interconnections between Member States; and support for a just transition in carbon-intensive regions (including worker redeployment, reskilling, 

upskilling and education, job-seeking initiatives and startups, in dialogue with social partners). Investments in energy efficiency across transport, 

buildings, agriculture and waste were also eligible. 

https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:02003L0087-20240301
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:02003L0087-20240301
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:02003L0087-20240301
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=uriserv%3AOJ.C_.2022.080.01.0001.01.ENG&toc=OJ%3AC%3A2022%3A080%3ATOC
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Priority investments can receive up to 100% of the funding needed. Non-priority investments are eligible 

for up to 70% coverage from the Fund (with the remaining 30% to be co-financed by private legal entities) 

and can account for a maximum of 10 to 20% of revenues depending on the funding source. 

Limited conditions apply to non-priority investments. They are defined as investment proposals that do not 

fall under one of the priority areas.29 {ǘƛƭƭΣ ǘƘŜȅ Ƴǳǎǘ ŀƭƛƎƴ ǿƛǘƘ ǘƘŜ CǳƴŘΩǎ ƎŜƴŜǊŀƭ ŀƛƳǎ ƳŜƴǘƛƻƴŜŘ ŀōƻǾŜ 

and demonstrate some greenhouse gas emissions reductions, though no threshold of significance in 

emissions reduction has been set.30 In practice, the line between non-priority and priority investments 

remains blurred. Non-priority investments have ranged from fossil fuel projects such as gas pipelines in 

Romania to renewable support schemes such as one for residential heat pumps in Poland. At the same time, 

the bulk of the funding for fossil fuels, biomass combustion and waste incineration has been channelled 

through priority investments. 

¢Ƙƛǎ ǊŜǇƻǊǘ ŜǾŀƭǳŀǘŜǎ ǘƘŜ aƻŘŜǊƴƛǎŀǘƛƻƴ CǳƴŘΩǎ ŦƛƴŀƴŎƛƴƎ ŘŜŎƛǎƛƻƴǎ ōŜǘǿŜŜƴ нлнм ŀƴŘ нлнр ǘƻ ŀǎǎŜǎǎ 

whether it is truly helping Member States modernise their energy systems and transition towards climate 

neutrality. 

The report is structured as follows: 

¶ The first section presents an analysis of funding allocations between 2021 and 2025 across 

beneficiary Member States, together with their absorption so far. 

¶ The second section examines harmful investment trends and missed opportunities and discusses 

cross-cutting issues such as fossil gas financing, waste incineration, and the underutilisation of 

some priority areas. It also considers non-priority investments and heating investments. 

¶ The third section provides conclusions and recommendations to realign the Fund with its energy 

and climate objectives, including urgent steps to phase out support for fossil fuels, waste 

incineration and primary forest biomass. 

¶ !ƴƴŜȄ м ŜȄǇƭŀƛƴǎ ǘƘŜ ǊŜǇƻǊǘΩǎ ƳŜǘƘƻŘƻƭƻƎȅ ŀƴŘ Annex 2 includes a list of the projects financed. 

aƻǎǘ ƻŦ ǘƘŜ ŦƛƴŘƛƴƎǎ ŀƴŘ ǊŜŎƻƳƳŜƴŘŀǘƛƻƴǎ ŦǊƻƳ ƭŀǎǘ ȅŜŀǊΩǎ report remain relevant and valid, including 

ǎƛƎƴƛŦƛŎŀƴǘ ƛƴŎƻƴǎƛǎǘŜƴŎƛŜǎ ōŜǘǿŜŜƴ ǘƘŜ CǳƴŘΩǎ ƻōƧŜŎǘƛǾŜǎ ŀƴŘ ƛǘǎ ŀŎǘǳŀƭ ŘƛǎōǳǊǎŜƳŜƴǘǎ.31 Despite 2025 

being a record year for genuinely sustainable investments, especially in energy efficiency, too much of the 

 
29 European Parliament, Council of the European Union, 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), 52. 

30 Ibid. 

31 DƭƛƎƻǊ wŀŘŜőƛŏ, Keeping the flame alive with emission revenues: How the EU Modernisation Fund props up fossil gas and waste incineration, CEE 

Bankwatch Network, 8 May 2025. 

https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:02003L0087-20240301
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:02003L0087-20240301
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:02003L0087-20240301
https://bankwatch.org/wp-content/uploads/2025/04/Modernisation-Fund-Report-2025.pdf
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ŦǳƴŘƛƴƎ ƛƴ ǘƘŜ ŦƛǊǎǘ ŦƛǾŜ ȅŜŀǊǎ ƻŦ ǘƘŜ CǳƴŘΩǎ ƻǇŜǊŀǘƛƻƴ Ƙŀǎ ōŜŜƴ ŘƛǊŜŎǘŜŘ ǘƻǿŀǊŘǎ ƛƴǾŜǎǘƳŜƴǘǎ ǘƘŀǘ ŀǊŜ ŎƭŜŀǊƭȅ 

ƳƛǎŀƭƛƎƴŜŘ ǿƛǘƘ ǘƘŜ 9¦Ωǎ ŜƴŜǊƎȅΣ ŎƭƛƳŀǘŜ ŀƴŘ ŜƴǾƛǊƻƴƳŜƴǘŀƭ ǘŀǊƎŜǘǎΦ 

While the Fund remains a crucial mechanism, especially for countries with limited budgets, it is currently 

falling short of its potential. Key areas such as industry modernisation, decentralised energy systems, clean 

heating solutions, battery storage, and support for just transition regions and low -income households 

remain underfunded, while outdated or harmful technologies continue to receive public funding. Instead 

of helping countries leapfrog to clean technologies, the Fund risks reinforcing dependence on polluting 

energy systems. 

The EU is currently reviewing the ETS Directive, which provides the legal framework for the Modernisation 

Fund. !ŎŎƻǊŘƛƴƎ ǘƻ ǘƘŜ /ƻƳƳƛǎǎƛƻƴΩǎ 9¢{ Directive proposal published in July 2026, the two main changes 

are that the Fund would continue operating until 2040 and that, from 2031 onwards, fossil fuel investments 

would no longer be eligible for support.32   While this represents a welcome step forward, an earlier phase-

ƻǳǘ ƻŦ Ŧƻǎǎƛƭ ŦǳŜƭ ŦƛƴŀƴŎƛƴƎ ǿƻǳƭŘ ōŜ ƳƻǊŜ ŎƻƴǎƛǎǘŜƴǘ ǿƛǘƘ ǘƘŜ 9¦Ωǎ ŎƭƛƳŀǘŜ ŀƴŘ ŜƴŜǊƎȅ ƻōƧŜŎǘƛǾŜǎΦ 

Beyond ending support for fossil fuelsΣ ǘƘŜ /ƻƳƳƛǎǎƛƻƴ Ƙŀǎ ŀƭǎƻ ǇǊƻǇƻǎŜŘ ŎƘŀƴƎŜǎ ǘƻ ǘƘŜ CǳƴŘΩǎ ǇǊƛƻǊƛǘȅ 

areas. The proposal expands the scope of eligible investments to include electrification and industrial 

decarbonisation, including so-ŎŀƭƭŜŘ ΨŎŀǊōƻƴ ŎŀǇǘǳǊŜ ŀƴŘ ǎǘƻǊŀƎŜ (CCS) and carbon capture and utilisation 

(CCU)Ω technologies and so-ŎŀƭƭŜŘ Ψƭƻǿ-ŎŀǊōƻƴΩ ŦŜǊǘƛƭƛǎŜǊǎΦ IȅŘǊƻƎŜƴ ƛƴŦǊŀǎǘǊǳŎǘǳǊŜ ƛǎ ŀƭǎƻ ŜȄǇƭƛŎƛǘƭȅ 

identified as a priority area. In addition, energy efficiency improvements would need to deliver at least a 20% 

reduction in overall energy use compared with the baseline. 

Between 2031 and 2040, the Fund would be financed through revenues corresponding to 2% of the overall 

ETS cap, while an additional 0.5% of the ETS cap would be allocated to beneficiary Member States through 

the Industrial Decarbonisation Bank. The proposal also foresees channelling allowances redistributed for 

solidarity purposes through the Fund. 

The eligibility criteria and allocation key would be updated based on the latest available data (2022ς2024), 

including a 75% GDP-per-capita threshold and emissions intensity criteria. As a result, Slovenia would no 

longer qualify as a beneficiary, as its GDP per capita exceeds the proposed threshold. 

The share of non-priority investments within the Fund would be reduced from 10% to 5%, while support for 

such investments would be limited to a maximum of 50% of eligible costs, compared with the current 70%. 

¢ƘŜ ǇǊƻǇƻǎŀƭ ŀƭǎƻ ƛƴǘǊƻŘǳŎŜǎ ŀ ΨǊǳƭŜ-of-ƭŀǿΩ ŎƻƴŘƛǘƛƻƴŀƭƛǘȅ ƳŜŎƘŀƴƛǎƳΣ ŀƭƭƻǿƛƴƎ ŦƻǊ ǘƘŜ ǎǳǎǇŜƴǎƛƻƴ ƻŦ ǘƘŜ 

adoption of new disbursement decisions or of disbursements under already adopted decisions where the 

conditions for a breach of the rule of law are met. 

 
32 European Commission, Proposal for a Directive of the European Parliament and of the Council amending Directive 2003/87/EC and Decision (EU) 

2015/1814 as regards driving competitiveness and cost-effective decarbonisation, 21, 47, 91ς94. 

https://climate.ec.europa.eu/document/download/c0b4ca8e-0e12-4b4e-9976-98c0b4224410_en
https://climate.ec.europa.eu/document/download/c0b4ca8e-0e12-4b4e-9976-98c0b4224410_en
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In parallel with the proposed amendments to the ETS Directive, the Commission has published an 

ŜǾŀƭǳŀǘƛƻƴ ƻŦ ǘƘŜ CǳƴŘΩǎ ƻǇŜǊŀǘƛƻƴǎ ŎƻǾŜǊƛƴƎ ǘƘŜ ǇŜǊƛƻŘ ŦǊƻƳ ƛǘǎ ƛƴŎŜǇǘƛƻƴ ǳƴǘƛƭ ƳƛŘ-2025.33 This evaluation 

draws on a supporting study prepared by external consultants , which provides additional insights, 

including an overview of earmarked amounts and funds disbursed to final beneficiaries ς areas that fall 

outside the scope of this report . 34  bŜǾŜǊǘƘŜƭŜǎǎΣ ǘƘŜ /ƻƳƳƛǎǎƛƻƴΩǎ ŦƛƴŘƛƴƎǎ ŜŎƘƻ ǎŜǾŜǊŀƭ ŎƻƴŎŜǊƴǎ 

previously raised by Bankwatch, notably that investments in fossil fuels supported by the Fund risk 

undermining the coherence of the Fund ǿƛǘƘ ǘƘŜ 9¦Ωǎ ŎƭƛƳŀǘŜ ŀƴŘ ŜƴŜǊƎȅ ǇƻƭƛŎȅ ŦǊŀƳŜǿƻǊƪΦ  

However, our report does not aim to assess the proposed 9¢{ ŀƳŜƴŘƳŜƴǘǎ ƻǊ ǊŜǾƛŜǿ ǘƘŜ /ƻƳƳƛǎǎƛƻƴΩǎ 

ŜǾŀƭǳŀǘƛƻƴ ƻŦ ǘƘŜ CǳƴŘΩǎ ƻǇŜǊŀǘƛƻƴǎ. Instead, it ǇǊƻǾƛŘŜǎ ŀƴ ŀƭǘŜǊƴŀǘƛǾŜ ǇŜǊǎǇŜŎǘƛǾŜ ƻƴ ǘƘŜ CǳƴŘΩǎ ŦƛǊǎǘ ŦƛǾŜ 

years of implementation. 

At the same time, the future of EU carbon pricing is facing increasing political pressure. Several 

governments are seeking to weaken existing carbon pricing rules or delay implementation of the ETS, while 

12 of the 13 beneficiary countries ς including some that have actively sought to dismantle the current 

carbon pricing rules ς have called for the Fund to be maintained and expanded beyond 2030. 

This debate is unfolding as Europe experiences increasingly severe climate impacts, including record-

breaking heatwaves that are already affecting public health, infrastructure and economic productivity 

ŀŎǊƻǎǎ ǘƘŜ ǿƻǊƭŘΩs fastest-ǿŀǊƳƛƴƎ ŎƻƴǘƛƴŜƴǘΦ CǳǊǘƘŜǊƳƻǊŜΣ ǘƘŜ ¦{ ǿŀǊ ŀƎŀƛƴǎǘ LǊŀƴΣ ƭƛƪŜ wǳǎǎƛŀΩǎ нлнн 

ŜǎŎŀƭŀǘƛƻƴ ƻŦ ƛǘǎ ƛƴǾŀǎƛƻƴ ƻŦ ¦ƪǊŀƛƴŜΣ Ƙŀǎ ƻƴŎŜ ŀƎŀƛƴ ŘŜƳƻƴǎǘǊŀǘŜŘ Ƙƻǿ ǘƘŜ 9¦Ωǎ ŎƻƴǘƛƴǳŜŘ ǊŜƭƛŀƴŎŜ ƻƴ 

imported fossil fuels leaves it exposed to price volatility. According to the Commission, the additional cost 

of fossil fuel imports since the start of the Iran conflict reached EUR 47 billion in just three months.35 These 

developments underline that carbon revenues must be invested in solutions that genuinely reduce 

emissionsΣ ǎǘǊŜƴƎǘƘŜƴ 9ǳǊƻǇŜΩǎ ǊŜǎƛƭƛŜƴŎŜΣ and lower energy costs for both industry and citizens. 

 

 
33 European Commission, Commission Staff Working Document | Evaluation | Evaluation on the operating rules of the Modernisation Fund, 17 July 

2026. 

34 Adriana R. Ilisescu, Felix Arnold, Matias Bruun Værnskjold, et al.,  Evaluation of the Modernisation Fund ς Final Report, Viegand Maagøe, 

Technopolis, Logika Consultants, December 2026. 

35 Anna Marvanová, 9ǳǊƻǇŜΩǎ ŜƴŜǊƎȅ ōƛƭƭ ŦƻǊ ¢ǊǳƳǇΩǎ ǿŀǊ ƛƴ LǊŀƴΥ ϵпт ōƛƭƭƛƻƴ, EU Perspectives, 8 June 2026. 

https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=SWD:2026:197:FIN
https://op.europa.eu/en/publication-detail/-/publication/45981f61-81e4-11f1-bf5e-01aa75ed71a1/language-en
https://euperspectives.eu/2026/06/europes-energy-bill-for-trumps-war-in-iran-e47-billion/
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Disbursement trends and absorption progress  

Table 1. Breakdown of Modernisation Fund disbursements by country (2021ς2025) 

Beneficiary Disbursed amount (EUR) 

Romania 6 776 213 728 

Czech Republic 6 520 998 436 

Poland 4 383 515 555 

Slovakia 738 170 000 

Hungary 543 329 653 

Croatia 485 558 738 

Estonia 348 818 900 

Lithuania 341 000 000 

Bulgaria 216 134 202 

Greece 162 664 705 

Slovenia 76 981 515 

Latvia 71 800 000 

Portugal 15 000 000 

Total  20 680 185 433 

In its first five years of operation, the Modernisation Fund disbursed EUR 20.7 billion to beneficiary Member 

States. This means that by the end of 2025, 36% of the estimated total available amount had been disbursed, 

compared with 27% by the end of 2024.36,37 !ŎŎƻǊŘƛƴƎ ǘƻ ǘƘŜ /ƻƳƳƛǎǎƛƻƴΩǎ ŜǎǘƛƳŀǘŜΣ ǘƘŜ CǳƴŘΩǎ ǊŜǾŜƴǳŜǎ 

may exceed EUR 57 billion by 2030.38 

Most of the funding has gone to three countries alone: Romania (EUR 6.77 billion), the Czech Republic (EUR 

6.52 billion) and Poland (EUR 4.38 billion). Collectively, they received EUR 17.68 billion, or 85% of the total 

funding disbursed by the end of 2025. The remaining EUR 3 billion was disbursed to the other 10 countries. 

 
36 !ŎŎƻǊŘƛƴƎ ǘƻ .ŀƴƪǿŀǘŎƘΩǎ ŎŀƭŎǳƭŀǘƛƻƴǎΦ 

37 DƭƛƎƻǊ wŀŘŜőƛŏΣ Keeping the flame alive with emission revenues: How the EU Modernisation Fund props up fossil gas and waste incineration, CEE 

Bankwatch Network, 9. 

38 The European Commission ŀǎǎǳƳŜǎ ŀ ŎŀǊōƻƴ ǇǊƛŎŜ ƻŦ 9¦w тр ǇŜǊ ǘƻƴƴŜ ƻŦ /hі ŦƻǊ ƛǘǎ ŎŀƭŎǳƭŀǘƛƻƴ ƻŦ ǘƘŜ CǳƴŘΩǎ ǇǊƻŎŜŜŘǎΦ {ŜŜΥ aƻŘŜǊƴƛǎŀǘƛƻƴ CǳƴŘΣ 

How it works.  

https://bankwatch.org/wp-content/uploads/2025/04/Modernisation-Fund-Report-2025.pdf
https://www.modernisationfund.eu/how-it-works/
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Figure 1. Total amount disbursed (EUR) by round (2021ς2025).  

 

aŜƳōŜǊ {ǘŀǘŜǎΩ ǇǊƻƎǊŜǎǎ ƛƴ ŀƭƭƻŎŀǘƛƴƎ ǘƘŜƛǊ ŦǳƴŘǎ was noted ƛƴ ƭŀǎǘ ȅŜŀǊΩǎ ǊŜǇƻǊǘΦ39 While 2025 saw the 

largest individual round (EUR 3.6 billion), 2024 remains the record year to date (EUR 5.8 billion in 2024, EUR 

5.4 billion in 2025).40 

Figure 2. Absorption progress by country by the end of 2025 and remaining funds until 2030. 

 

 
39 DƭƛƎƻǊ wŀŘŜőƛŏΣ Keeping the flame alive with emission revenues: How the EU Modernisation Fund props up fossil gas and waste incineration, CEE 

Bankwatch Network, 10. 

40 Some figures have been ǳǇŘŀǘŜŘ ǎƛƴŎŜ ƭŀǎǘ ȅŜŀǊΩǎ ǊŜǇƻǊǘ ŘǳŜ ǘƻ ŘƛǎŎƻƴǘƛƴǳŜŘ ƛƴǾŜǎǘƳŜƴǘǎΦ ¢Ƙƛǎ ƳŜŀƴǎ ǘƘŀǘ ǘƘŜ ŎŀƭŎǳƭŀǘƛƻƴǎ ǇǊŜǎŜƴǘŜŘ ƛƴ CƛƎǳǊŜ м 

ƛƴ ǘƘƛǎ ȅŜŀǊΩǎ ǊŜǇƻǊǘ ŘƛŦŦŜǊ ǎƭƛƎƘǘƭȅ ŦǊƻƳ ǘƘŜ ǇǊŜǾƛƻǳǎ ǾŜǊǎƛƻƴΦ IƻǿŜǾŜǊΣ ǘƘŜǎŜ ŎƘŀƴƎŜǎ ŀǊŜ ƳƛƴƛƳŀƭ ŀƴŘ Řƻ ƴƻǘ ƛƴŦƭǳŜƴŎŜ the final results.  
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Table 2. Absorption progress by country by the end of 2025 and remaining funds until 2030.41 

Beneficiary 
Disbursed by end of 2025  

(EUR, actual data) 

Remaining funds available  

(EUR, estimate) 

Romania 6 776 213 728 7 601 726 972 

Czech Republic 6 520 998 436 7 865 016 239 

Poland 4 383 515 555 8 548 277 845 

Slovakia 738 170 000 3 344 060 050 

Hungary 543 329 653 1 905 213 197 

Croatia 485 558 738 810 760 462 

Estonia 348 818 900 466 326 925 

Lithuania 341 000 000 968 069 125 

Bulgaria 216 134 202 1 566 743 823 

Greece 162 664 705 1 294 689 020 

Slovenia 76 981 515 211 603 410 

Latvia 71 800 000 337 769 300 

Portugal 15 000 000 1 225 915 050 

 

As in the previous year, Romania (47%), the Czech Republic (45%) and Estonia (43%) remained the leading 

countries in terms of absorption rates. However, direct comparisons between Romania and the Czech 

Republic on the one hand and Estonia on the other should be treated with caution due to the substantial 

differences in the amount of funding available. 

In 2025, Greece and Portugal, which joined the Fund in 2024 alongside Slovenia, received funding for their 

investments for the first time. Despite entering the Fund only recently, Greece has already reached a similar 

level of absorption to Bulgaria, which had a four-year head start and made its first investment only in 2023. 

Among the original beneficiaries, Bulgaria (12%), Latvia (18%) and Slovakia (18%) have yet to absorb even 

20% of their available funding. However, since Latvia has only a limited amount of funding available 

compared with the other two countries, it is unlikely to face difficulties in absorbing its allocation by 2030. 

 
41 Table 2 does not distinguish between the various sources of Modernisation Fund revenues and includes voluntary transfers.  
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In contrast, there are concerns about the ability of Bulgaria and Slovakia to utilise their available funding 

by 2030. 

Table 3. Annual increase in cumulative disbursements by country.  

Beneficiary 

Disbursed by end  

of 2024  

(EUR, actual data) 

Disbursed by end 

of 2025  

(EUR, actual data) 

Annual increase  

in cumulative 

disbursements  

(EUR) 

Annual increase 

in cumulative 

disbursements 

(%) 

Bulgaria 166 134 202 216 134 202 50 000 000 30.10 

Czech Republic 4 740 998 436 6 520 998 436 1 780 000 000 37.54 

Estonia 237 540 900 348 818 900 111 278 000 46.85 

Greece 0 162 664 705 162 664 705 N/A 

Croatia 261 958 738 485 558 738 223 600 000 85.36 

Hungary 264 699 999 543 329 653 278 629 654 105.26 

Lithuania 299 000 000 341 000 000 42 000 000 14.05 

Latvia 31 800 000 71 800 000 40 000 000 125.79 

Poland 2 943 115 555 4 383 515 555 1 440 400 000 48.94 

Portugal 0 15 000 000 15 000 000 N/A 

Romania 5 539 148 904 6 776 213 728 1 237 064 824 22.33 

Slovenia 29 522 515 76 981 515 47 459 000 160.76 

Slovakia 712 670 000 738 170 000 25 500 000 3.58 

 

In 2025, the Czech Republic (EUR 1.78 billion) drew the largest amount from the Fund in absolute terms, 

followed by Poland (EUR 1.44 billion) and Romania (EUR 1.24 billion). Slovenia, having joined the Fund only 

in 2024 and with  just one year of prior access to funding, recorded the highest relative increase in 

cumulative disbursements in 2025 (160%), alongside two longer-standing beneficiaries, Latvia (125%) and 

Hungary (105%). 
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Allocation of financing by investment category 

Figure 3. Breakdown of Modernisation Fund financing by investment category (2021ς2025). 

 

Table 4. Breakdown of Modernisation Fund financing (2021ς2025) by investment category.  

Category (see Annex I) Disbursed amount (EUR) Percentage of total  

Energy efficiency 7 670 355 225 37.09% 

Renewables 3 126 396 627 15.12% 

Mixed 2 922 345 355 14.13% 

Electricity grids 2 151 949 006 10.41% 

Fossil fuels 2 014 406 622 9.74% 

Waste incineration 1 883 018 642 9.11% 

Energy storage 477 968 571 2.31% 

Unsustainable renewables 328 745 384 1.59% 

Renewable hydrogen 80 000 000 0.39% 

Energy communities 25 000 000 0.12% 

Total 20 680 185 433 100.00% 
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By the end of 2025, the Commission had disbursed EUR 20.6 billion via the Modernisation Fund to support 

294 schemes and projects across 13 beneficiary countries. Of these 294 investments, 12 were either 

cancelled or partially discontinued: Bulgaria (1), Czech Republic (6), Hungary (3), Lithuania (1) and Slovakia 

(1).42 

!ŎŎƻǊŘƛƴƎ ǘƻ .ŀƴƪǿŀǘŎƘΩǎ classification of these investments, energy efficiency projects received the 

largest share: EUR 7.7 billion, or 37% of total disbursements between 2021 and 2025. This was followed by 

renewable energy projects, primarily photovoltaics (either stand-alone or coupled with battery energy 

storage) and wind power, which received EUR 3.1 billion (15%). A further EUR 2.9 billion (14%) was allocated 

ǘƻ ŀ ΨƳƛȄŜŘΩ ŎŀǘŜƎƻǊȅΦ43 Financing for electricity grids and fossil fuels exceeded EUR 2 billion. Electricity grids 

received EUR 2.1 billion (10%), while fossil fuels received EUR 2 billion (9.7%). Waste incineration with 

energy recovery, all in the Czech Republic and Poland, followed closely, receiving EUR 1.8 billion (9.1%). 

Smaller amounts were allocated to other categories: energy storage projects received EUR 477 million 

(2.3%), and unsustainable renewable energy, mainly wood-burning heat and power plants, received EUR 

328 million (1.6%). Hydrogen and energy community investments remain negligible in the overall funding 

picture.  

Table 5. Annual increase in cumulative disbursements by investment category. 

Category (Annex I) 

Disbursed amount 

by end of 2025  

(EUR) 

Disbursed amount 

by end of 2024 

(EUR) 

Annual increase in 

cumulative 

disbursements (EUR) 

Annual increase in 

cumulative 

disbursements (%) 

Energy efficiency 7 670 355 225 3 486 100 555 4 184 254 669 120.03 

Renewables 3 126 396 627 2 510 362 702 616 033 925 24.54 

Mixed 2 922 345 355 2 645 890 329 276 455 026 10.45 

Electricity grids 2 151 949 006 1 966 196 443 185 752 563 9.45 

Fossil fuels 2 014 406 622 1 969 406 622 45 000 000 2.28 

Waste incineration 1 883 018 642 1 883 018 642 0 0.00 

Energy storage 477 968 571 434 168 571 43 800 000 10.09 

Unsustainable 

renewables 328 745 384 303 945 384 24 800 000 8.16 

Renewable hydrogen 80 000 000 7 500 000 72 500 000 966.67 

Energy communities 25 000 000 20 000 000 5 000 000 25.00 

Total 20 680 185 433 15 226 589 249 5 453 596 183 35.82 

 
42 Discontinued investments are included in the overall count and disbursement figures to maintain consistency with European Commission 

reporting. However, any amounts subsequently deducted for these investments have been excluded from this reportΩǎ Ŧƛƴŀƭ ŎŀƭŎǳƭŀǘƛƻƴǎ. 

43 The mixed category includes disbursed schemes that may support fossil fuels, waste incineration, unsustainable renewables, or a combination 

of these. While some of these schemes may also fund favourable investments, the precise share allocated to each specific technology remains 

unclear. Because individual technology shares could not be disaggregated, these schemes have been grouped under the single mixed category. 
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The total amount distributed in 2025 was EUR 5.4 billion. The 2025 data show an acceleration of funding 

towards cleaner investments, driven overwhelmingly by energy efficiency, which recorded by far the largest 

increase: EUR 4.18 billion, representing a 120% increase in cumulative disbursements. Renewables received 

EUR 598 million in 2025, though at a much more moderate pace (24% increase). Electricity grids (EUR 185 

million) and energy storage (only EUR 43 million) received limited funding in 2025. 

Disbursements for fossil fuels amounted to EUR 45 million and for biomass combustion to EUR 25 million 

in 2025. Waste incineration received no additional support in 2025. Significant funding was disbursed to the 

mixed category, which received EUR 276 million. 

Some smaller categories show high relative growth, most notably renewable hydrogen (+967%), but from 

a negligible base, while energy communities remain marginal in absolute terms despite moderate growth. 

Overall, the 2025 data show some shift in spending priorities towards energy efficiency and cleaner 

investments, but without fully displacing previously supported categories. 

Figure 4. Simplified breakdown of Modernisation Fund financing (2021ς2025).  
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If the approach is simplified and the above categories are grouped into favourable and harmful investments, 

while leaving the mixed category as it is, the results are problematic. Even without reallocating the mixed 

category, the results show that for every EUR 3 spent on favourable projects, at least EUR 1 goes to harmful 

investments. 

The energy efficiency, renewables, grids, energy storage, energy communities and renewable hydrogen 

categories are classified as favourable investments.44 Taken together, they total EUR 13.5 billion, or 65% of 

the disbursements so far. 

Fossil fuels, unsustainable renewables and waste incineration with energy recovery  are classified as 

harmful categories. Together, ǘƘŜȅ ŀƳƻǳƴǘ ǘƻ 9¦w пΦн ōƛƭƭƛƻƴΣ ƻǊ нм҈ ƻŦ ǘƘŜ CǳƴŘΩǎ ŘƛǎōǳǊǎŜƳŜƴǘǎ to date.  

However, as mentioned above, the final amount allocated to harmful projects is even higher than estimated 

here due to the mixed category. At least EUR 2.9 billion was allocated to a mixed category that includes 31 

schemes. This classification reflects the current lack of transparency around the final technology choices 

within these schemes. These investments could ultimately support fossil fuels (12 schemes), unsustainable 

renewables (23 schemes, including biomass combustion and new hydropower), and waste incineration (3 

schemes), or a combination of these. Until national managing authorities allocate these funds,45 it is 

impossible to assign them definitively to a single category. Therefore, a conservative approach was taken 

by grouping them as mixed.  

Considering the types of investments involved, most are likely to be harmful and could take the share of 

problematic projects up to 35%. 

Figure 5. Simplified breakdown of trends (2021ς2025).  

 

 
44 For details, see the Bankwatch methodology in Annex I and the Modernisation Fund investment list in Annex II. 

45 This is because some Commission disbursement decisions allow financial support to be split across multiple technologies and fuel sources. 
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Reviewing the period since 2021, the number of favourable investments has been steadily increasing, with 

2025 marking a record year so far. At the same time, annual disbursements for negative and mixed 

investments have been on a declining trend. 

Harmful investments  

Figure 6. Trends in harmful investments (2021ς2025). 

 

In 2025, there were no new investments in waste incineration, while fossil fuels and biomass combustion 

received only modest support compared with previous years. Although only EUR 69 million was disbursed 

for fossil fuels and biomass combustion in 2025, making funding appear limited in the annual overview, 

beneficiary countries have indicated that total support requested for these investments alone through 

future disbursements will exceed EUR 850 million. However, even taking future disbursements into account, 

2025 appears to be the Modernisation CǳƴŘΩǎ Ƴƻǎǘ ǎǳŎŎŜǎǎŦǳƭ ȅŜŀǊ ǘƻ ŘŀǘŜ ŦƻǊ ƭƛƳƛǘƛƴƎ ŀƴƴǳŀƭ ǎǳǇǇƻǊǘ ŦƻǊ 

harmful investments.  

Fossil fuels 

A total of 39 investments from the Modernisation Fund between 2021 and 2025, totalling over EUR 2 billion, 

clearly support fossil fuels.46  

Including the 2025 data, direct fossil fuel financing was distributed across six countries: Bulgaria (one 

scheme), the Czech Republic, Lithuania (one project), Poland, Romania and Slovakia. These investments 

 
46 The 2025 report identified 36 fossil fuel investments. Compared with ƭŀǎǘ ȅŜŀǊΩǎ figures, one investment in the Czech Republic was reclassified 

from fossil fuels to energy efficiency.  
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comprise 20 projects and 19 schemes, with 29 classified as priority investments and 10 as non-priority 

investments by the Fund authorities. 

All fossil fuel priority investments ǿŜǊŜ ŎŀǘŜƎƻǊƛǎŜŘ ǳƴŘŜǊ ΨƛƳǇǊƻǾŜƳŜƴǘ ƻŦ ŜƴŜǊƎȅ ŜŦŦƛŎƛŜƴŎȅΩ ōŜŦƻǊŜ нлнп 

ŀƴŘ ΨǊŜŘǳŎǘƛƻƴ ƻŦ ƻǾŜǊŀƭƭ ŜƴŜǊƎȅ ǳǎŜ ǘƘǊƻǳƎƘ ŜƴŜǊƎȅ ŜŦŦƛŎƛŜƴŎȅΩ ŦǊƻƳ нлнп ƻƴǿŀǊŘǎΦ  

Among the non-priority investments, the Czech Republic received funding for three schemes supporting a 

coal-to-gas switch without combined heat and power (CHP), including the construction of fossil gas hot 

water and steam boilers.47 [ƛǘƘǳŀƴƛŀ ǊŜŎŜƛǾŜŘ ŦǳƴŘƛƴƎ ŦƻǊ ƛǘǎ YƭŀƛǇŤŘŀ ƭƛǉǳŜŦƛŜŘ ƴŀǘǳǊŀƭ Ǝŀǎ ό[bDύ ǘŜǊƳƛƴŀƭ,48 

while Romania received funding for two gas-fired power plants (LǓŀƭƴƛǚŀ ŀƴŘ ¢ǳǊŎŜƴƛ) and four gas 

transmission pipelines.49  

Of the 39 fossil fuel investments, 5 relate to fossil gas supply, as described above under the non-priority 

investments, while the remaining 34 target fossil gas demand, in most cases creating new gas consumption. 

The country ranking within ǘƘŜ Ŧƻǎǎƛƭ ŦǳŜƭǎ ŎŀǘŜƎƻǊȅ ǊŜƳŀƛƴǎ ǳƴŎƘŀƴƎŜŘ ŦǊƻƳ ƭŀǎǘ ȅŜŀǊΩǎ ǊŜǇƻǊǘΦ wƻƳŀƴƛŀ ƛǎ 

the largest recipient, with EUR 891 million (1 large-scale scheme50 and 6 projects), followed by the Czech 

Republic with EUR 836 million (8 schemes and 13 projects). Poland (six schemes) and Slovakia (three 

schemes) received EUR 180 million and EUR 85 million, respectively, while Bulgaria and Lithuania received 

EUR 15 million and EUR 6 million, respectively. 

 

 
47 MF 2022-1 CZ 1-003 Scheme (Part 1C): Modernization of energy sources to natural gas without CHP; non-priority investments of the Programme 

άI9!¢έ όaƻŘŜǊƴƛȊŀǘƛƻƴ ƻŦ ǘƘŜǊƳŀƭ ŜƴŜǊƎȅ ǎǳǇǇƭȅ ǎȅǎǘŜƳǎύ; MF 2022-1 CZ 1-006 Scheme (Part 2C): Modernisation of energy sources to natural gas 

without CHP; non-ǇǊƛƻǊƛǘȅ ƛƴǾŜǎǘƳŜƴǘǎ ƻŦ ǘƘŜ tǊƻƎǊŀƳƳŜ ά9b9wD 9¢{έ όLƳǇǊƻǾŜƳŜƴǘ ƻŦ ŜƴŜǊƎȅ ŜŦŦƛŎƛŜƴŎȅ ŀƴŘ ǊŜŘǳŎǘƛƻƴǎ ƻŦ ŜƳƛǎǎƛƻƴǎ ƻŦ 

greenhouse gases in EU ETS industry); MF 2022-1 CZ 1-008 P-2E: Scheme ς Modernization of natural gas energy sources without CHP, ENERG ETS 

(CZ) Programme. 

48 MF 2024-2 LT 1-001 YƭŀƛǇŤŘŀ [bD ǘŜǊƳƛƴŀƭ ŜƭŜŎǘǊƛŦƛŎŀǘƛƻƴ ǇǊƻƧŜŎǘ. 

49 MF 2023-1 RO 1-001 Gas Transmission Pipeline Black Sea-Podisor; MF 2023-1 RO 1-002 Dŀǎ ǘǊŀƴǎƳƛǎǎƛƻƴ ǇƛǇŜƭƛƴŜ DƘŜǊŎŜǓǘƛ-Jitaru (including power 

supply, cathodic protection and fibre optic); MF 2023-2 RO 1-001 Gas Transmission Pipeline to supply Mintia Plant (covering other industrial and 

casnic consumers); MF 2024-1 RO 1-001 LƴŎǊŜŀǎƛƴƎ ǘƘŜ ǘǊŀƴǎƳƛǎǎƛƻƴ ŎŀǇŀŎƛǘȅ ƻŦ {b¢ ŀƴŘ ǘƘŜ ǎŜŎǳǊƛǘȅ ƻŦ ƴŀǘǳǊŀƭ Ǝŀǎ ǎǳǇǇƭȅ ƻŦ ǘƘŜ LǓŀƭƴƛǚŀ 

Electrocentrale Branch (Dolj county) and the Turceni Electrocentrale Branch (Gorj county). 

50 MF 2024-2 RO 0-001 Support for development of high-efficiency cogeneration capacities - in the district heating sector. 

 

https://www.modernisationfund.eu/wp-content/uploads/2022/06/MF-2022-1-CZ-0-003-Scheme-Modernisation-of-energy-sources-to-natural-gas-with-CHP-priority-investments-of-the-Programme-ENERG-ETS.pdf
https://www.modernisationfund.eu/wp-content/uploads/2022/06/MF-2022-1-CZ-0-003-Scheme-Modernisation-of-energy-sources-to-natural-gas-with-CHP-priority-investments-of-the-Programme-ENERG-ETS.pdf
https://www.modernisationfund.eu/wp-content/uploads/2022/06/MF-2022-1-CZ-1-006-IC-Recommendations-Scheme-Part-2C-Modernization-of-energy-sources-to-natural-gas-without-CHP.pdf
https://www.modernisationfund.eu/wp-content/uploads/2022/06/MF-2022-1-CZ-1-006-IC-Recommendations-Scheme-Part-2C-Modernization-of-energy-sources-to-natural-gas-without-CHP.pdf
https://www.modernisationfund.eu/wp-content/uploads/2022/06/MF-2022-1-CZ-1-006-IC-Recommendations-Scheme-Part-2C-Modernization-of-energy-sources-to-natural-gas-without-CHP.pdf
https://www.modernisationfund.eu/wp-content/uploads/2022/06/MF-2022-1-CZ-1-008-IC-Recommendations-Scheme-Part-2E-Modernization-of-energy-sources-to-natural-gas-without-CHP.pdf
https://www.modernisationfund.eu/wp-content/uploads/2022/06/MF-2022-1-CZ-1-008-IC-Recommendations-Scheme-Part-2E-Modernization-of-energy-sources-to-natural-gas-without-CHP.pdf
https://www.modernisationfund.eu/wp-content/uploads/2024/12/MF-2024-2-LT-1-001-Klaipeda-LNG-terminal-electrification-project.pdf
https://www.modernisationfund.eu/wp-content/uploads/2023/06/MF-2023-1-RO-1-001-IC-Recommendations-Gas-Transmission-Pipeline-Black-Sea-Podisor.pdf
https://www.modernisationfund.eu/wp-content/uploads/2023/06/MF-2023-1-RO-1-002-IC-Recommendations-Gas-Transmission-Pipeline-Ghercesti-Jitaru.pdf
https://www.modernisationfund.eu/wp-content/uploads/2023/06/MF-2023-1-RO-1-002-IC-Recommendations-Gas-Transmission-Pipeline-Ghercesti-Jitaru.pdf
https://www.modernisationfund.eu/wp-content/uploads/2023/12/MF-2023-2-RO-1-001-IC-recommendation-Gas-Transmission-Pipeline-to-supply-Mintia-Plant-covering-other-industrial-and-casnic-consumers.pdf
https://www.modernisationfund.eu/wp-content/uploads/2023/12/MF-2023-2-RO-1-001-IC-recommendation-Gas-Transmission-Pipeline-to-supply-Mintia-Plant-covering-other-industrial-and-casnic-consumers.pdf
https://www.modernisationfund.eu/wp-content/uploads/2024/06/MF-2024-1-RO-1-001-IC-recommendation-Increasing-the-transmission-capacity-of-SNT-and-the-security-of-natural-gas-supply.pdf
https://www.modernisationfund.eu/wp-content/uploads/2024/06/MF-2024-1-RO-1-001-IC-recommendation-Increasing-the-transmission-capacity-of-SNT-and-the-security-of-natural-gas-supply.pdf
https://www.modernisationfund.eu/wp-content/uploads/2024/12/MF-2024-2-RO-0-001-Support-for-development-of-high-efficiency-cogeneration-capacities-in-the-district-heating-sector.pdf
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Table 6. Fossil fuel investments by country (2021ς2025). 

Beneficiary Disbursed amount (EUR) 

Romania 891 454 314 

Czech Republic 836 792 308 

Poland 180 160 000 

Slovakia 85 000 000 

Bulgaria 15 000 000 

Lithuania 6 000 000 

Total 2 014 406 622 

 

This is unlikely to represent the full extent of fossil fuel financing because the mixed category includes 13 

schemes worth EUR 815 million (7 of them in the Czech Republic) that allow support for fossil gas or a 

combination of fossil gas, biomass and waste incineration. It is likely that some of this funding will 

ǳƭǘƛƳŀǘŜƭȅ ǎǳǇǇƻǊǘ ŀŘŘƛǘƛƻƴŀƭ Ŧƻǎǎƛƭ ŦǳŜƭ ƛƴŦǊŀǎǘǊǳŎǘǳǊŜΣ ǇŀǊǘƛŎǳƭŀǊƭȅ ǳƴŘŜǊ ǘƘŜ ƭŀōŜƭ ƻŦ ΨƘƛƎƘ-efficiency 

ŎƻƎŜƴŜǊŀǘƛƻƴΩΦ 

Figure 7. Trends in fossil fuel investments (2021ς2025). 

 

In 2025, four new fossil fuel investments were approved, with disbursements totalling EUR 45 million to 

date: one new CHP scheme supplying district heating systems in Bulgaria,51 two new combined-cycle gas 

turbine (CCGT) plants in the Czech Republic,52 and a subsequent disbursement for one CHP scheme in 

 
51 MF 2025-2 BG 0-002 Investment support for High Efficiency Hydrogen Ready CHP Systems. 

52 MF 2025-2 CZ 0-001 UL_PPC 100 MWt (150 MWe), TRMICE; MF 2025-2 CZ 0-002 EGT-transition to low-emission heat and power generation, Stage 3. 
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https://www.modernisationfund.eu/wp-content/uploads/2025/12/MF-2025-2-BG-0-002-Investment-support-for-High-efficiency-hydrogen-ready-CHP-systems.pdf
https://www.modernisationfund.eu/wp-content/uploads/2025/12/MF-2025-2-CZ-0-001-UL_PPC-100-MWt-150-MWe-TRMICE.pdf
https://www.modernisationfund.eu/wp-content/uploads/2025/12/MF-2025-2-CZ-0-002-EGT-transition-to-low-emission-heat-and-power-generation-Stage-3.pdf
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Poland.53 .ŀǎŜŘ ǎƻƭŜƭȅ ƻƴ ŦǳƴŘƛƴƎ ŘƛǎōǳǊǎŜŘ ƛƴ нлнрΣ ǘƘƛǎ ǿŀǎ ǘƘŜ CǳƴŘΩǎ ƭƻǿŜǎǘ ȅŜŀǊ ŦƻǊ Ŧƻǎǎƛƭ ŦǳŜƭ ǎǇŜƴŘƛƴƎ 

to date. However, based on the amounts that beneficiary countries expect to draw for these investments, 

the total expected funding for these four investments alone will exceed EUR 648 million, undermining any 

apparent progress and locking in substantial fossil fuel support until 2030.54 All four investments were 

approved as priority investments ŎŀǘŜƎƻǊƛǎŜŘ ǳƴŘŜǊ ǘƘŜ ǇǊƛƻǊƛǘȅ ŀǊŜŀ ΨǊŜŘǳŎǘƛƻƴ ƻŦ ŜƴŜǊƎȅ ǳǎŜ ǘƘǊƻǳƎƘ 

ŜƴŜǊƎȅ ŜŦŦƛŎƛŜƴŎȅΩΦ  

¢Ƙƛǎ ƳŀǊƪŜŘ ǘƘŜ ŦƛǊǎǘ ǘƛƳŜ ǘƘŀǘ .ǳƭƎŀǊƛŀΣ ƻƴŜ ƻŦ ǘƘŜ CǳƴŘΩǎ ƻǊƛƎƛƴŀƭ ōŜƴŜŦƛŎƛŀǊƛŜǎΣ ǊŜŎŜƛǾŜŘ ŦǳƴŘƛƴƎ ŦƻǊ Ŧƻǎǎƛƭ 

fuels. Although the country joined the Fund in 2020, its first disbursements were not made until 2023. Until 

2025, Bulgaria had invested exclusively in energy efficiency and electricity grids. The fossil fuel scheme, 

which will run from 2026 to 2030, supports new CHP units as well as the full or partial replacement of 

existing coal-fired units. Although it received EUR 15 million in 2025, total Fund support is expected to reach 

EUR 80 million.55 The scheme is similar to one approved for Bucharest in 2024,56 with both Romania and 

Bulgaria arguing that the CHP plants will eventually run on hydrogen. While hydrogen-fired power plants 

are becoming technically feasible, given the expected availability and cost of renewable hydrogen over the 

coming decades, it is highly unlikely that these plants will ever operate on hydrogen.  

!ƳƻƴƎ ǘƘŜ CǳƴŘΩs fossil fuel investments, one project in the Czech Republic, approved in 2022,57 was 

discontinued in 2024 after the country failed to spend the allocated funding within two years.58 The 

discontinued amount totalled EUR 10 million. The investment concerned the modernisation 

(reconstruction or replacement) of energy sources in industry under the ETS through high-efficiency CHP 

generation, involving a fuel switch from solid fossil fuels to fossil gas. 

It remains unclear whether a similar outcome awaits the Turceni gas-fired power plant (475 megawatts 

(MW)) in Romania. To recall, two major gas -fired power plants , LǓŀƭƴƛǚŀ όурл a²ύ ŀƴŘ ¢ǳǊŎŜƴƛ, were 

approved in 2022 as part of the restructuring of the Oltenia coal complex and received EUR 253 million and 

EUR 167 million, respectively. Both projects faced significant delays, while projected construction costs 

ŘƻǳōƭŜŘΦ ¢ƘŜ LǓŀƭƴƛǚŀ ǇǊƻƧŜŎǘ Ƙŀǎ ǎƛƴŎŜ ōŜŜƴ ŎŀƴŎŜƭƭŜŘ ŀƴŘ ǊŜǇƭŀŎŜŘ ōȅ ŀ ōŀǘǘŜǊȅ ǎǘƻǊŀƎŜ ǇǊƻƧŜŎǘ ŀǘ ǘƘŜ ǎŀƳŜ 

 
53 MF 2025-1 PL 0-002 Cogeneration for District Heating ς Part II. 

54 The projected total is not included in our overall evaluation of the Fund, as our analysis tracks only confirmed disbursements to date. Therefore, 

only the EUR 45 million actually disbursed in 2025 is reflected in our assessment.  

55 MF 2025-2 BG 0-002.  

56 MF 2024-2 RO 0-001 Support for development of high-efficiency cogeneration capacities - in the district heating sector. 

57 MF 2022-1 CZ 0-003 {ŎƘŜƳŜΥ aƻŘŜǊƴƛǎŀǘƛƻƴ ƻŦ ŜƴŜǊƎȅ ǎƻǳǊŎŜǎ ǘƻ ƴŀǘǳǊŀƭ Ǝŀǎ ǿƛǘƘ /ItΣ ǇǊƛƻǊƛǘȅ ƛƴǾŜǎǘƳŜƴǘǎ ƻŦ ǘƘŜ tǊƻƎǊŀƳƳŜ ά9b9wD 9¢{έ 

(Improvement of energy efficiency and reductions of emissions of greenhouse gases in EU ETS industry). 

58 European Commission, Commission Decision of 11.12.2024 on the disbursement of revenues from the Modernisation Fund under Directive 

2003/87/EC of the European Parliament and of the Council ς second biannual disbursement cycle of 2024 ς and amending Commission Decisions 

C(2021) 9135 and C(2022) 3496 on the disbursement of revenues under the Modernisation Fund, 2, 11 December 2024. 

https://www.modernisationfund.eu/wp-content/uploads/2025/07/MF-2025-1-PL-0-002-Subsequent-disbursement-Cogeneration-for-District-Heating-Part-II.pdf
https://www.modernisationfund.eu/wp-content/uploads/2024/12/MF-2024-2-RO-0-001-Support-for-development-of-high-efficiency-cogeneration-capacities-in-the-district-heating-sector.pdf
https://www.modernisationfund.eu/wp-content/uploads/2022/06/MF-2022-1-CZ-0-003-Scheme-Modernisation-of-energy-sources-to-natural-gas-with-CHP-priority-investments-of-the-Programme-ENERG-ETS.pdf
https://www.modernisationfund.eu/wp-content/uploads/2022/06/MF-2022-1-CZ-0-003-Scheme-Modernisation-of-energy-sources-to-natural-gas-with-CHP-priority-investments-of-the-Programme-ENERG-ETS.pdf
https://www.modernisationfund.eu/wp-content/uploads/2024/12/COMMISSION-DECISION-of-11.12.2024-on-disbursement-of-revenues-of-the-Modernisation-Fund-under-Directive-2003-87-EC-of-the-European-Parliament-and-of-the-Council.pdf
https://www.modernisationfund.eu/wp-content/uploads/2024/12/COMMISSION-DECISION-of-11.12.2024-on-disbursement-of-revenues-of-the-Modernisation-Fund-under-Directive-2003-87-EC-of-the-European-Parliament-and-of-the-Council.pdf
https://www.modernisationfund.eu/wp-content/uploads/2024/12/COMMISSION-DECISION-of-11.12.2024-on-disbursement-of-revenues-of-the-Modernisation-Fund-under-Directive-2003-87-EC-of-the-European-Parliament-and-of-the-Council.pdf
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site, of which the Commission has been notified. The future of the Turceni project, however, remains 

uncertain, with the project still subject to tender procedures four years after its approval by the Fund.  

Waste incineration with energy recovery 

In 2025, there were no new investments in waste incineration with energy recovery . It is difficult to 

determine the reasons for this, as the Commission publishes only the list of approved investments, while 

the full list of submitted proposals and the rationale for rejecting some of them remain undisclosed.  

Between 2021 and 2024, Modernisation Fund disbursed a total of EUR 1.9 billion to 14 investments in waste 

incineration with energy recovery. These were concentrated in just two countries. Poland received the 

largest share, with EUR 1.3 billion (all in the form of investment schemes), while the Czech Republic received 

EUR 594 million (all individual projects).  

All 14 investments were designated as priority investments by the Fund authorities. Before 2024, they fell 

ǳƴŘŜǊ ǘƘŜ ǇǊƛƻǊƛǘȅ ŀǊŜŀ ƻŦ ΨƛƳǇǊƻǾŜƳŜƴǘ ƻŦ ŜƴŜǊƎȅ ŜŦŦƛŎƛŜƴŎȅΩΣ ǿƘƛƭŜ ŦǊƻƳ нлнп ƻƴǿŀǊŘǎ ǘƘŜȅ ǿŜǊŜ ŎƭŀǎǎƛŦƛŜŘ 

ǳƴŘŜǊ ΨǊŜŘǳŎǘƛƻƴ ƻŦ ƻǾŜǊŀƭƭ ŜƴŜǊƎȅ ǳǎŜ ǘƘǊƻǳƎƘ ŜƴŜǊƎȅ ŜŦŦƛŎƛŜƴŎȅΩΦ 

The mixed category also includes an additional three investments,59 all in the Czech Republic, which will 

support waste incineration with energy recovery through the burning of refuse -derived fuel (RDF), 

produced from mixed municipal and commercial waste.60 

Unsustainable renewables 

Between 2021 and 2025, this category comprised eight investments totalling EUR 328 million.61 One new 

scheme related to biomethane production was approved in Poland in 2025.62 The scheme was classified as 

non-priority and will run until 2030. It aims to support the production of at least 80 million cubic metres (m3) 

of biomethane per year, which, according to the Polish authorities, is expected to result in approximately 

40 biomethane production facilities. The amount disbursed for this scheme in 2025 was EUR 24.8 million, 

while total expected funding from the Modernisation Fund amounts to EUR 198 million.63 

 
59 MF 2024-1 CZ 0-011 Decarbonisation of the Karviná CHP Plant ς part: Multi-fuel Boiler with Combined Heat and Power Generation and Gas-fired 

CHP Installation with Combined Heat and Power Generation; MF 2024-1 CZ 0-014 Modernisation of the Olomouc CHP Plant ς Part: Multi-Fuel Boiler 

and Gas-fired CHP Unit; MF 2024-2 CZ 0-010 Decarbonisation and Modernisation of the Ostrava Location. 

60 Since these projects will also support fossil gas and biomass combustion ς and the final allocation for each individual fuel source cannot be 

determined ς they have been classified as mixed.   

61 MF 2022-1 CZ 1-004 Scheme (Part 2A): Modernisation of energy sources to biomass without CHP; non-priority investments of the Programme 

ά9b9wD 9¢{έ όLƳǇǊƻǾŜƳŜƴǘ ƻŦ ŜƴŜǊƎȅ ŜŦŦƛŎƛŜƴŎȅ ŀƴŘ ǊŜŘǳŎǘƛƻƴǎ ƻŦ ŜƳƛǎǎƛƻƴǎ ƻŦ ƎǊŜŜƴƘƻǳǎŜ ƎŀǎŜǎ ƛƴ 9¦ 9¢{ ƛƴŘǳǎǘǊȅύ. This scheme was approved 

in 2022 but discontinued in 2024, as it had not been financed by the Czech authorities for over two years. It remains included in our overall 

investment count for this category, but the discontinued amount has been deducted from the financial total. 

62 MF 2025-2 PL 1-002 Improving of energy security through the use of biomethane. 

63 Investment Committee, IC Recommendation on Non-Priority Proposal | MF 2025-2 PL 1-002 | Improving of energy security through the use of 

biomethane, 21 October 2025. 

https://www.modernisationfund.eu/wp-content/uploads/2024/06/MF-2024-1-CZ-0-011-Decarbonisation-of-the-Karvina-CHP-Plant-%E2%80%93-part-Multi-fuel-Boiler-with-Combined-Heat-and-Power-Generation-and-Gas-fired-CHP-Installation-with-Combined-Heat-and-Power-Generation.pdf
https://www.modernisationfund.eu/wp-content/uploads/2024/06/MF-2024-1-CZ-0-011-Decarbonisation-of-the-Karvina-CHP-Plant-%E2%80%93-part-Multi-fuel-Boiler-with-Combined-Heat-and-Power-Generation-and-Gas-fired-CHP-Installation-with-Combined-Heat-and-Power-Generation.pdf
https://www.modernisationfund.eu/wp-content/uploads/2024/06/MF-2024-1-CZ-0-014-Modernisation-of-the-Olomouc-CHP-Plant-%E2%80%93-Part-Multi-Fuel-Boiler-and-Gas-fired-CHP-Unit.pdf
https://www.modernisationfund.eu/wp-content/uploads/2024/06/MF-2024-1-CZ-0-014-Modernisation-of-the-Olomouc-CHP-Plant-%E2%80%93-Part-Multi-Fuel-Boiler-and-Gas-fired-CHP-Unit.pdf
https://www.modernisationfund.eu/wp-content/uploads/2024/12/MF-2024-2-CZ-0-010-Decarbonisation-and-Modernisation-of-the-Ostrava-Location.pdf
https://www.modernisationfund.eu/wp-content/uploads/2022/06/MF-2022-1-CZ-1-004-IC-Recommendations-Scheme-Part-2A-Modernization-of-energy-sources-to-biomass-without-CHP.pdf
https://www.modernisationfund.eu/wp-content/uploads/2022/06/MF-2022-1-CZ-1-004-IC-Recommendations-Scheme-Part-2A-Modernization-of-energy-sources-to-biomass-without-CHP.pdf
https://www.modernisationfund.eu/wp-content/uploads/2025/12/MF-2022-2-PL-1-002-IC-Recommendations-Improving-of-energy-security-through-the-use-of-biomethane.pdf
https://www.modernisationfund.eu/wp-content/uploads/2025/12/MF-2022-2-PL-1-002-IC-Recommendations-Improving-of-energy-security-through-the-use-of-biomethane.pdf
https://www.modernisationfund.eu/wp-content/uploads/2025/12/MF-2022-2-PL-1-002-IC-Recommendations-Improving-of-energy-security-through-the-use-of-biomethane.pdf
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Between 2021 and 2025, the majority of investments in this category (6 out of 8) were in the Czech Republic, 

all supporting the use of forest biomass for energy. The remaining investments comprise the Polish 

biomethane scheme described above and one investment in Hungary supporting the development of 

biogas and biomethane production facilities for electricity generation and heating and cooling.64 

Five of the eight investments are investment schemes, while the remaining three are individual projects. 

Most were designated as priority investments by the Fund authorities. Prior to 2024, they were categorised 

ǳƴŘŜǊ ΨƎŜƴŜǊŀǘƛƻƴ ŀƴŘ ǳǎŜ ƻŦ ŜƭŜŎǘǊƛŎƛǘȅ ŦǊƻƳ ǊŜƴŜǿŀōƭŜ ǎƻǳǊŎŜǎΩ ŀƴŘ ΨƛƳǇǊƻǾŜƳŜƴǘ ƻŦ ŜƴŜǊƎȅ ŜŦŦƛŎƛŜƴŎȅΩΦ 

{ƛƴŎŜ нлнпΣ ǘƘŜȅ ƘŀǾŜ ōŜŜƴ ŎƭŀǎǎƛŦƛŜŘ ǳƴŘŜǊ ΨƎŜƴŜǊŀǘƛƻƴ ŀƴŘ ǳǎŜ ƻŦ ŜƭŜŎǘǊƛŎƛǘȅ ŦǊƻƳ ǊŜƴŜǿŀōƭŜ ǎƻurces, 

ƛƴŎƭǳŘƛƴƎ ǊŜƴŜǿŀōƭŜ ƘȅŘǊƻƎŜƴΩΦ 

In our assessment, a further 22 investments could, depending on the exact nature of the projects, also be 

ŎƻƴǎƛŘŜǊŜŘ ΨǳƴǎǳǎǘŀƛƴŀōƭŜ ǊŜƴŜǿŀōƭŜǎΩΣ ŀǎ ǘƘŜȅ ƛƴŎƭǳŘŜ ǎǳǇǇƻǊǘ ŦƻǊ ōƛƻƳŀǎǎΣ ōƛƻƎŀǎ ƻǊ ƎǊŜŜƴŦƛŜƭŘ 

hydropower alongside other fuel and energy sources. However, these have been classified under the mixed 

category because it was not possible to determine either the amount allocated to each technology. Most of 

the biomass-related investments are in the Czech Republic, most biogas-related investments are in Poland, 

and the hydropower-related investments are in Romania.   

Favourable investments  

Figure 8. Trends in favourable investments (2021ς2025).65 

 

 
64 In principle, small-scale biogas can contribute positively to local energy needs if based exclusively on agricultural residues or sewage sludge; 

however, this appears unlikely for these specific projects. Biomethane production, by contrast, is inherently energy-intensive. 

65 Figure 7 excludes energy communities and renewable hydrogen, as the disbursement amounts are too small to be visually represented. 
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Among the more favourable investment categories, energy efficiency has maintained some momentum 

throughout the Modernisation CǳƴŘΩǎ ƻǇŜǊŀǘƛƻƴs, apart from the initial year. Investment surged in 2025, 

reaching over EUR 4.18 billion in that year alone, compared with EUR 3.48 billion invested across the entire 

period up to 2024. Given that energy efficiency improvements are among the most effective ways of 

reducing energy consumption ς particularly in a region that performs poorly in this area, especially in 

buildings and transport ς this shift is a welcome development.  

9ƭŜŎǘǊƛŎƛǘȅ ƎǊƛŘ ƛƴǾŜǎǘƳŜƴǘǎ ƘŀǾŜ ǎƘƻǿƴ ŀ ƳƻŘŜǎǘ ǳǇǿŀǊŘ ǘǊŜƴŘ ǎƛƴŎŜ ǘƘŜ CǳƴŘΩǎ ǎŜŎƻƴŘ ȅŜŀǊΣ ƛƴŎǊŜŀǎƛƴƎ 

from EUR 483 million in 2022 to EUR 687 million in 2024, before dropping again in 2025 to a meagre EUR 185 

million. However, indicative budgets submitted by beneficiary countries suggest that over EUR 800 million 

could ultimately support investments approved in 2025 over the coming years.66  

As with energy efficiency, the region is characterised by ageing electricity and heat transmission and 

distribution infrastructure, combined with chronic underinvestment. 67  Since grid capacity has been 

identified ς alongside regulatory barriers ς as one of the main bottlenecks to renewable energy deployment, 

and given the long lead times required to plan and build grid infrastructure, it is encouraging that the 

number of countries using the FundΩǎ resources for grids has increased from three to seven since last year. 

IƻǿŜǾŜǊΣ ǘƘƛǎ ǎǘƛƭƭ ƳŜŀƴǎ ǘƘŀǘ ŀƭƳƻǎǘ ƘŀƭŦ ƻŦ ǘƘŜ ōŜƴŜŦƛŎƛŀǊƛŜǎ ŀǊŜ ƴƻǘ ǳǎƛƴƎ ǘƘŜ CǳƴŘΩǎ ǎǳǇǇƻǊǘ ŦƻǊ ƎǊƛŘ 

ƛƴǾŜǎǘƳŜƴǘǎΣ ǿƘƛƭŜ ǘƘŜ ǘƻǘŀƭ ŀƳƻǳƴǘǎ ŘƛǎōǳǊǎŜŘ ǊŜƳŀƛƴ ƭƻǿ ŎƻƳǇŀǊŜŘ ǿƛǘƘ ǘƘŜ ǊŜƎƛƻƴΩǎ ŀǎǎŜǎǎŜŘ ƴŜŜŘǎΦ68 

Following a record year in 2024, which saw the highest annual allocations for both renewables and energy 

storage, at EUR 1.3 billion and EUR 318 million, respectively, 2025 brought a decline, with EUR 604 million 

and EUR 43 million invested in ǘƘŜǎŜ ǘǿƻ ŎŀǘŜƎƻǊƛŜǎΦ CƻǊ ŜƴŜǊƎȅ ǎǘƻǊŀƎŜΣ ǘƻǘŀƭ ƛƴǾŜǎǘƳŜƴǘǎ ƻǾŜǊ ǘƘŜ CǳƴŘΩǎ 

five years of operation reached only EUR 477 million, with 7 out of 10 projects approved after 2024. This 

suggests a relatively late shift towards supporting storage capacity, despite its essential role in scaling up 

intermittent renewable energy. 

Energy efficiency 

We identified 109 investments under the energy efficiency category (up from 65 in 2024), totalling EUR 7.6 

billion (up from EUR 3.4 billion in 2024), disbursed across 12 countries (compared with 9 in 2024). Of the 

Modernisation CǳƴŘΩǎ ōŜƴŜŦƛŎƛŀǊƛŜǎΣ ƻƴƭȅ tƻǊǘǳƎŀƭ Ƙŀǎ ƴƻǘ ŀŎŎŜǎǎŜŘ ŀƴȅ ŦǳƴŘƛƴƎ ŦƻǊ ǘƘƛǎ ŎŀǘŜƎƻǊȅΦ  

 
66 MF 2025-1 CZ 0-007 Modernisation and development of electricity distribution and transmission systems; MF 2025-1 HU 0-002 Electricity grid 

development; MF 2025-1 LV 0-001 {ǳǇǇƻǊǘ ŦƻǊ ŀƴ ƛƴŎǊŜŀǎŜŘ ŎŀǇŀŎƛǘȅ ƻŦ ǘƘŜ [ŀǘǾƛŀΩǎ ŜƭŜŎǘǊƛŎƛǘȅ ƎǊƛŘ; MF 2025-1 SI 0-001 Scheme EE (Part A): 

Modernisation and development of the electricity transmission and distribution network; MF 2025-2 SI 0-001 Scheme EE (Part A): Modernisation and 

development of the electricity transmission and distribution network. 

67 WŀƳŜǎ hΩ/ƻƴƴƻǊ, .ǊƛŜŦƛƴƎΥ CǳǘǳǊŜ ǇǊƻƻŦƛƴƎ /ŜƴǘǊŀƭ 9ŀǎǘŜǊƴ 9ǳǊƻǇŜΩǎ ƎǊƛŘǎ, Climate Action Network Europe, 15 February 2024. 

68 European Commission, Communication from the Commission to the European Parliament, the Council, the European Economic and Social 

Committee and the Committee of the Regions | 'European Grids Package', 10 December 2025. 




























