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A. Background 

 

The Social Climate Fund Regulation is part of the Commission’s broader efforts under the 

European Green Deal to cut the greenhouse gas emissions in the European Union by 55% in 

2030 compared to 1990 and to ensure that every European citizen is able to make this energy 

transition. This Fund is connected to the Commission’s proposal establishing a new European 

Emissions Trading System1 (ETS2) to cover buildings and road transport emissions in two 

ways: 

 

 Revenue stemming from the new ETS is used to finance the fund and co-finance SCF 

measures undertaken by Member States.  

 The Fund helps vulnerable citizens, households and enterprises who are 

disproportionally impacted by the new ETS. 

 

The raison d’être of the Fund is therefore to support vulnerable citizens, households and 

enterprises, as well as  vulnerable transport users to make the climate transition and become 

more sustainable in their consumption, through concrete measures. 

Two types of measures  are envisaged: firstly, concrete investments aimed at decarbonising the 

road transport and building sectors; secondly, temporary direct income/social support serving 

as a safety net to those without adequate and affordable low-emission alternatives who will be 

most adversely affected by carbon price increases. 

 

As well as being a climate fund, the SCF has a fundamental social dimension. These two 

aspects work hand in hand to help make the EU’s green transition a socially fairer one. While 

fighting the enormous challenges of climate change, the SCF is thus an important tool to avoid 

disproportionately harming lower-income and middle-income citizens at risk of energy and 

transport poverty, thus supporting the EU’s efforts in evolving into a greener economy through 

a transition that ‘leaves no-one behind’2. 

 

B. Target and Scope 

 

The Commission estimates households will be spending between 0,7 to 0,8 percentage points 

more on their energy bills, as stated in the impact assessment of the Commission on the Fit for 

55 package3. Those with a lower income, who already spend an above-average share on energy, 

will be most affected by the inclusion of road transport and households in the new ETS. The 

Social Climate Fund is therefore aimed at vulnerable citizens, households, micro-enterprises 

and SMEs, including those at risk of energy poverty and transport poverty. Absent any 

outstanding Union-level definitions, the proposal of the Rapporteurs seeks to establish an EU 

definition of energy poverty and introduces a definition for transport poverty. This includes 

vulnerable households, vulnerable micro-enterprises, vulnerable SMEs and transport users who 

enjoy few or no adequate and affordable alternatives to fossil fuels in the building and transport 

sectors. In order to ensure that funding reaches those most in need, Member States are required 

to report regularly about the state of energy and transport poverty and how the measures 

included in their Social Climate Plans contribute to addressing this challenge. Furthermore, 

                                                
1 Chapter IVa of Directive 2003/87/EC 
2 State of the Union, September 2020, European Commission President Ursula von der Leyen. 
3 COM/2021/568 
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support from the Fund for the purchase of an electrical vehicle should be limited to basic or 

mid-range cars, also with a view to quickly developing a second-hand electrical car market. 

 

Financial intermediaries, such as banks, as well as consultancies and climate advice agencies 

should in the view of the rapporteurs not be the primary beneficiaries of the Social Climate 

Fund. Vulnerable SMEs, on the other hand, are added to the list of eligible beneficiaries.  

 

C. Social Climate Plans 

  

Under the Regulation, Member States have the responsibility to allocate the Social Climate 

Fund according to the specific needs of regions and communities. Member States shall be 

required to draft Social Climate Plans and submit them to the Commission, framed in the 

context of commitments made in existing National Energy and Climate Plans, which are due 

to be updated for each Member State in accordance with Regulation (EU) 2018/1999 of the 

European Parliament and the Council (‘the Governance Regulation’).4 

 

The Rapporteurs propose to much better target, monitor and measure the Plans and eligible 

measures to ensure the highest added value and cost-effectiveness in supporting households to 

become more sustainable while contributing to overall greenhouse gas reductions. 

To stimulate Member States to target those measures with the highest added value and cost-

effectiveness, the Commission should provide detailed guidance before the start of the Plans 

on measures and investments likely to reap the highest benefits, monitor the impact of the 

Member States’ Plans on a regular basis, and update it’s guidance based on best practices. In 

addition, the Rapporteurs consider it essential to involve social partners and regional authorities 

from the start to ensure the Plans have broad support and are attuned to the reality on the 

ground. Finally, Member States will be expected to set concrete objectives and commit to a 

robust implementation timeline with reporting, with input from social partners on progress 

towards the national targets and objectives to reduce energy and transport poverty. 

 

With regard to the eligible measures and investments, the Rapporteurs recognise that temporary 

direct income may in some cases be beneficial to provide short-term bridging support until 

structural measures and investments effectively kick-in and demonstrate their full impact, but 

propose that such measures should not exceed 25% of the total estimated costs of the Plan and 

should be limited to a three-year transitional period, to avoid drawing resources away from 

more sustainable, long-lasting measures and investments. Structural investments and measures 

should stimulate renovation through vouchers, give financial and fiscal support, give education, 

develop a second-hand market for electrical vehicles. These measures should also benefit those 

households who already receive a form of support today, for example through social energy 

tariffs, as those are the households who may need support the most.  

 

To ensure a successful renovation wave and rollout of zero-emission mobility, it is also 

essential to ensure a workforce trained to carry out the rapidly increasing amount of building 

renovations and deployment of alternative fuel infrastructure required. Therefore, the 

Rapporteurs propose to include this type of targeted training and reskilling in the Plans, with 

                                                
4 Regulation (EU) 2018/1999 of the European Parliament and of the Council of 11 December 2018 on the 

Governance of the Energy Union and Climate Action, amending Regulations (EC) No 663/2009 and (EC) No 

715/2009 of the European Parliament and of the Council, Directives 94/22/EC, 98/70/EC, 2009/31/EC, 

2009/73/EC, 2010/31/EU, 2012/27/EU and 2013/30/EU of the European Parliament and of the Council, Council 

Directives 2009/119/EC and (EU) 2015/652 and repealing Regulation (EU) No 525/2013 of the European 

Parliament and of the Council (OJ L 328, 21.12.2018, p. 1). 
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an upper limit to ensure that it does displace other key objectives of the Fund, and always in 

coordination with Member States’ broader training and reskilling programmes under the Just 

Transition Fund and European Social Fund Plus.  

 

Finally, the Rapporteurs support the principle that support from the Fund must fully respect the 

principle of ‘do no significant harm’ within the meaning of Article 17 of Regulation (EU) 

2020/852 of the European Parliament and of the Council.5  

 

 

D. Visibility and conditionality  

 

The Parliament attached great important to the access to rule of law and the visibility of Union’s 

Funds to final beneficiaries. The Rapporteurs underline the link between the Social Climate 

Fund and the rule of law. This is in line with the European rule of law mechanism. 

 

Another criterion that the two Rapporteurs want to add is the climate neutrality commitment 

of Member States. Commitment to climate neutrality by 2050 and access to the Fund should 

go hand in hand. 

 

Finally, it should be noted that the European Union established the Social Climate Fund to help 

European citizens. The public's understanding of the Union's finances is critical for 

transparency and popular support of the energy transition. Therefore, the Rapporteurs propose 

to strengthen the obligation on Member States and intermediaries to inform the final 

beneficiaries of the Social Climate Fund about the Union’s funding involved. 

 

 

E. Budget 

 

Although the obligation to purchase emission allowances formally concerns the proposed 

regulated entities, it is expected that (part of) these costs will be passed on to the final consumer. 

Any revenue resulting from such application of the polluter-pays-principle to citizens 

households and SMEs should also benefit them, in particular those in a vulnerable position at 

risk of transport and energy poverty, by temporarily providing income support or by helping 

them to become more sustainable in their consumption. The Fund should therefore correspond 

and react to the actual price impacts resulting from the application of this polluter-pays-

principle. The Rapporteurs therefore propose that the financial envelope of the Fund should be 

set at least at EUR 72 200 000 000, as proposed by the Commission and that any EU-revenue 

from the new emissions trading system should go to the Social Climate Fund. When carbon 

prices increase, the Fund should also increase to proportionally address the impacts felt by 

vulnerable households, micro-enterprises, SMEs and transport users. Taking into account that 

structural measures and investments take time to implement and show effect, the 

implementation is proposed to start one year earlier, from 2025 to 2024, to kick-start 

investment cycles as soon as possible to make vulnerable households, vulnerable micro-

enterprises, vulnerable SMEs and vulnerable transport users  benefit from the Fund as quickly 

as possible.  

 

                                                
5 Regulation (EU) 2020/852 of the European Parliament and of the Council of 18 June 2020 on the establishment 

of a framework to facilitate sustainable investment, and amending Regulation (EU) 2019/2088 (OJ L 198, 

22.6.2020, p. 13). 
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In line with this principle and to avoid a slow uptake of funds, the Rapporteurs propose to make 

a pre-financing share of up to 13% available to Member States, subject to the requirements in 

the Regulation. In addition, to make the best use of the Social Climate Fund, support under the 

Fund should as much as possible complement and work in synergy to other Union and national 

programmes, instruments and funds, without however replacing existing national spending. 

 

 

F. Member State Allocation and Co-Financing 

 

The proportional allocation to Member States is based on an allocation key that should ensure 

a fair allocation to all Member States and is based on objective criteria taking into account, in 

equal measure, the predicted effects on vulnerable households, vulnerable micro-enterprises, 

vulnerable SMEs and vulnerable transport users. The key considers populations at risk of 

poverty (AROPE) living in rural populations. These AROPE households in arrears over utility 

bills, and household carbon dioxide emissions over a three-year average. There are further 

adjustments for lower-income Member States. 

 

Support from the Fund should be targeted to measures and investment with the highest cost-

effectiveness and added value in terms of supporting households to be more sustainable in their 

consumption. Therefore, the rapporteurs propose differentiated co-financing rules to reflect a 

preference for lasting investments that promote decarbonisation and energy efficiency.  For 

temporary direct income measures under Article 6§1, Member States will finance at least 60%. 

For investments, which have a more structural effect, under Article 6§2, Member States will in 

general co-finance at least 50%, as proposed by the Commission, but the rapporteurs suggest 

lowering this national co-financing requirement to 40% for Member States with a GDP per 

capita at market prices below 65% of the Union average during the period 2016-2018.   


