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LEGAL ALERT

STATE AID MEASURES TO SUPPORT THE CLEAN
INDUSTRY DEAL

The European Commission recently adopted the Clean Industry Deal State Aid Framework
(CISAF).

The CISAF repeals the Temporary Crisis and Transition Framework, associated with support for
the economy following Russia’s invasion of Ukraine, and operates in articulation with other
legislation and soft law applicable to state aid, such as the General Block Exemption Regulation
(Regulation (EU) No. 651/2014), the 2022 Guidelines on State Aid for Climate and
Environmental Protection and Energy (CEEAG) and the Guidelines on regional State Aid.

This new framework provides a solid, flexible and predictable basis for Member States to grant

state aid in full alignment with the Clean Industry Deal objectives.

Moreover, the CISAF aims to assist EU Member States in promoting a more sustainable
economy by focusing on the decarbonisation of industry, reducing greenhouse gas (GHG)
emissions, improving energy efficiency and the production and storage of renewable fuels, and
developing clean technologies, in particular through investments in sustainable manufacturing
processes and strengthening the competitiveness of green industry by promoting private sector

investment in projects that are integrated into the objectives of the Clean Industry Deal.
The subsequent table summarises the main categories of aid regulated under the CISAF,

including the costs considered eligible for support, corresponding public funding rates and

applicable aid requirements.
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State aid category

Aid to accelerate
the rollout of clean
energy and
support electricity

costs

Support measure

Investments to accelerate
the rollout of renewable
energy, renewable fuel
storage, and electricity

storage.

Eligible costs

1. In the case of investment aid
schemes: total costs.

2. In the case of direct price
support schemes: the expected
net cost.

Maximum aid intensity

1. Investment aid scheme
If granted through:
—  Competitive bidding process: 100%; and
—  Administrative procedure: 45%, which may be
increased by 20% for small enterprises and by
10% for medium-sized enterprises.
2. Direct price support scheme
If granted through:
—  Competitive bidding process: 100%; and
— Administrative process: amount set by the

National Regulatory Authority.

If the aid is granted
administratively to
produce electricity
from renewable
sources, the National
Regulatory Authority
shall set the respective

aid intensity.

Investments to accelerate
the rollout of low-carbon
fuels.

1. In the case of investment aid

schemes: the total costs.

2. In the case of direct price
support schemes: the expected

net cost.

1. Investment aid scheme
If granted through:
—  Competitive bidding process: 100%; and
—  Administrative process: 20%, which may be
increased by 20% for small enterprises and by
10% for medium-sized enterprises.
2. Direct price support scheme, must result from

a competitive bidding process: 100%.

Aid may not be paid to
produce low-carbon or
renewable fuels of
non-biological origin
from electricity from
the grid that
corresponds to more
than 80% of the hours
(or market units) per

year.

Investments in non-fossil

electricity flexibility.

Clearing price per unit of
flexible capacity available per

year.

Only through a competitive bidding process and determined
solely on the basis of the price per unit of flexible capacity
available per year.

The measure is
approved for a period
not exceeding 5 years.
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State aid category

Support measure

Temporary reduction in
electricity prices for

energy-intensive users.

Eligible costs

Wholesale electricity price,
including indirect costs incurred

due to GHG emissions costs.

Maximum aid intensity

Up to a 50% reduction in the average annual wholesale
market price in the supply zone for a maximum of 50% of
their annual electricity consumption, which should not
result in a price lower than €50/MWh for eligible

consumption.

Aid may only be
granted to companies
in sectors listed in
Annex I to the
CEEAG or in sectors
validated by an

independent expert.

Aid for
decarbonisation of

industry

Investments aimed at
reducing GHG emissions
or improving the energy
efficiency of industrial

activities.

The Member State shall choose
one of three models in order to
ensure the proportionality of the
aid:
1. Aid intensity
Total investment costs related to
GHG emission reduction or
energy efficiency;
2. Funding gap; or
3. Amount
determined by the
Member State in
the competitive
bidding procedure.

Up to €200 million (if exceeded, it must be notified to the
Commission on an ad hoc basis).
1. Aid intensity
Maximum intensity (estimate of additional environmental
costs) may not exceed:
— Use of hydrogen or derivatives: 60%;
—  Production of renewable energy and/or storage:
45%;
— Investment in the use of low-carbon fuels: 35%;
— Investment in low-carbon fuel production: 20%;
and
—  Other technologies: 30%.
2. Funding gap (methodology to be determined
by the Member State).
3. Competitive bidding process (as a rule,
without technology-specific baskets).

If the funding gap
exceeds €200 million
or 10% of the budget
per company or
project, whichever is
higher, it must be
assessed by DG
COMP through an
individual notification.
If the funding gap
exceeds €30 million
per company and
project, a recovery
mechanism must be
established.

Aid to ensure
sufficient

manufacturing

Investment projects that
add manufacturing

capacity for the

Investment costs in tangible and
intangible assets necessary for

the production or recovery of

1. Investment aid scheme

If the investment is made outside assisted regions:

The beneficiary’s

contribution must be at
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State aid category

capacity in clean
technologies

Support measure

production, including
with secondary raw
materials, of end
products, key
components, and related
raw materials for clean

technologies.

Eligible costs

the goods referred to in the
previous column, except for

costs eligible for accelerated

depreciation where the eligible

assets are only the final

products.

Maximum aid intensity

— 15% of eligible costs, up to a maximum of €150
million.
If made in an assisted region:
—  Assisted region under Article 107(3)(c) TFEU:
20% of eligible costs up to €200 million; and
—  Assisted region under Article 107(3)(a) TFEU:
35% of eligible costs up to €350 million.
For investments by small enterprises, the intensities may be
increased by 20% and in the case of medium-sized
enterprises by 10%.
2. Ad hoc aid
May not exceed the lower of the following amounts: (i) the
subsidy that could be received for an equivalent investment
in a third country outside the EEA; (if) the minimum
necessary to encourage the beneficiary to invest in the
EEA.
3. Accelerated depreciation
Up to the total accounting of expenses, costs incurred for

the acquisition or leasing of eligible assets.

Schemes to
support specific
Innovation Fund
projects

Investments approved in
the assessment carried out
under the Innovation
Fund that focus on:

e Clean energy production

and storage;

The costs envisaged for the
categories of aid identified

above.

Aid may be granted in the form of direct grants, repayable
advances, loans, guarantees or tax benefits.

The maximum aid intensities and amounts are those
identified above for each category, except for the creation
of additional manufacturing capacity, where there are
increases (see CISAF, § 200).

least 25% of the
eligible costs.
Maintenance of the
investment in the
region for a period of
5 years, or 3 years in
the case of SMEs,
after completion of the
project.

Aid in the form of
accelerated
depreciation may be
combined with other
state aid or support
from EU funds in
relation to the same
eligible costs, without
the need to calculate

its gross grant

equivalent.
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Support measure

e Reduction of GHG
emissions from industrial
activities;

o Creation of additional
manufacturing capacity;
And which have been
awarded the "Sovereignty
Seal."

Eligible costs

Maximum aid intensity

Private
investments
related to the
Clean Industry
Pact

All those identified
above.

Project portfolios focusing on:

¢ Investments in clean energy
infrastructure;

e Creation of additional
manufacturing capacity in the

field of clean technologies.

Aid may take the form of equity, loans (including
subordinated loans), and/or guarantees granted to a specific
fund or an intermediary entity that will hold the portfolio of
eligible projects.

Investment in an individual project should not represent
more than 25% of the total funding volume of the fund or

special purpose vehicle.

The maximum

nominal amount of
investment per
individual project may
not exceed €250

million.
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These identified aid categories of CISAF may, as a rule, be cumulated with any other State aid or de
minimis aid, or with centrally managed EU funds, provided that these measures relate to different

eligible costs.
The CISAF will remain in force until December 31, 2030.

Morais Leitdo’s Competition Law team is available to answer any questions about this scheme.

Eduardo Maia Cadete
Joana Simoes Coelho

Alfredo Serddio da Fonseca

This publication is purely informational and is not meant to be a source of legal advice, nor does it contain a
comprehensive review of all aspects of the law and practice referred to. The information contained herein refers to the
date of first publication, readers being warned to take legal advice before applying it to specific issues or transactions.
The contents of this publication may not be copied, disclosed or distributed in whole or in part without prior consent.

For more information please contact us at comunicacao(@mlgts.pt.
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