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Brussels, 7 July 2025

CO; Value Europe’s response to the Commission’s calls for evidence for
the evaluation of the operations of the Innovation Fund

About CO; Value Europe

CO, Value Europe is the European association representing the Carbon Capture and Utilisation (CCU)
community in Europe and working for the recognition of CCU as an essential pathway to reach EU
climate goals in 2030, 2040 and 2050. CCU refers to established and innovative industrial processes
that aim at capturing carbon — either from industrial point sources or from natural carbon cycles— and
transforming it into value-added products such as synthetic fuels, chemicals and building materials.
CO; Value Europe represents more than 115 stakeholders along the entire CCU value chain.

Comments on the function of the Innovation Fund

CO; Value Europe considers the Innovation Fund as an essential support mechanism for industrial scale
cleantech projects. Throughout its operation, the Innovation Fund has also evolved in adding new
elements that have broadened the reach and scope (e.g. medium scale projects, auctions, national
link). At the same time, DG CLIMA and CINEA have spent a lot of effort in providing guidance material
and raising awareness about the Innovation Fund (IF) calls, which is greatly appreciated.

For the Carbon Capture and Utilisation (CCU) value chain, the following remarks can be made:

- The eligibility of CCU technologies for the Innovation Fund has been a major factor for project
proponents to work on establishing and maturing CCU value chains. Despite this eligibility, we
have witnessed the number of CCU projects being selected for funding declining in the latest calls
(according to information by DG CLIMA, the percentage of CCU projects that passed but were
outside the funding range was double the average one of all projects; and the success rate was
less than half). Various reasons can be behind this trend:

o The design and structure of the Innovation Fund considers CCU as implementing
technologies within the Energy Intensive Industries, having them compete with other
cleantech technologies that have different characteristics, rendering such a direct
comparison often unfair. This is visible in particular evaluation criteria:

= The absolute emission reduction will only favor large projects that can accommodate
large volumes of CO, abatement and not projects where the absolute volume of CO,
emission reduction might be lower but where multiple other significant advantages are
present (circularity, substitution of fossil resources, etc.). This often leads CCU projects
to compete in the small-to-medium scale category with accordingly less budget in their
availability and less opportunities to showcase industrially relevant scales.
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The cost-effectiveness will by default favor more established value chains that have the
quickest return over more innovative value chains like CCU that have not yet had the
chance to be optimised financially precisely because of the lack of replication at large
scale. This deficit is hardly compensated by the degree of innovation.

o The application process especially for smaller-to-medium size companies that are usually the
ones with the technical know-how and the innovation drive remains very heavy and
resource-intensive. This is not sustainable for repeated rounds of application, the Project
Development Assistance is not able to compensate for that and the oversubscription is
discouraging project proponents to try again.

o There appears to be a partial inconsistency between the Innovation Fund and its role as a
vehicle to fulfil climate policies, a fact that prevents project proponents from fully benefiting
from it:

It is clear that Innovation Fund should continue to be a funding mechanism and not a
policy-making mechanism. It is nevertheless of paramount importance that it acts as a
knowledge exchange mechanism that feeds policy making with factual information
about challenges from actors on the ground.

A series of CCU actors are not even “getting into the trouble” of preparing an Innovation
Fund application, not only because of the burden of the application as mentioned above
but also because of the policy challenges that would render the fate of their project
doubtful even if they had the IF support; so, a large pool of innovative, “IF-worthy”
projects is left unexploited and not even visible to DG CLIMA. Furthermore, there are
examples of projects that have experienced this uncertainty, even while being under IF
support and were forced to suspend their activities. Such issues include the 2041 sunset
clause for the eligibility of industrial CO, for RFNBO application, the strict conditions for
additionality, temporal and geographical correlation for RFNBO hydrogen, the lack of
recognition of CCU chemicals under the current EU framework and others.

This inconsistency between regulatory goals and the support that eligible industrial
sectors get from IF to reach these goals is well depicted in the example of synthetic
aviation fuels, where very few examples of IF-funded projects exist, all the while the
regulatory mandates for synthetic aviation fuels are there.

This uncertainty is also reflected on the consortium set-up and contract structure that
the IF is looking for. Although the goal is to establish innovative value chains at large
scale, the IF is requesting rather traditional, safe structures in the downstream of such
projects without acknowledging the required flexibility. If, for example, the policy
uncertainty is preventing the establishment of long-term off-take agreements, then
automatically the IF candidate is suffering and the application will not be well ranked.

- It would be advisable to broaden as much as possible the theme-specific instruments with ear-
marked budget (like previously with the maritime sector or the forthcoming heat auction) to those
technologies that are relevant for a high number of policy goals and for a high number of industrial
sectors. CCU is one of them (relevant for many sectors and for many policy instruments like the
ETS, the Clean Industrial Deal, the Industrial Carbon Management, RED, ReFuelEU Aviation,
FuelEU Maritime, etc.).
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- We would suggest considerably increasing the budget of the next two calls especially in the
category of medium-scale projects to allow a significant amount of projects reach financial close
before 2030, which is a crucial year for the implementation of EU’s climate law.

- We would suggest providing more guidance and flexibility on the issue of cumulation of support
from the Innovation Fund and other instruments at EU and national level (e.g. especially CISAF,
IPCEI, NZIA- or IDAA-derived instruments like the European Competitiveness Fund) as it has been
clear that the IF support alone would not suffice for the establishment of innovative value chains
especially in times of precarious economic environments.

The CCU community is a strong supporter of the Innovation Fund and acknowledges its importance.
We hope that those elements can help develop it further in a way that more CCU projects can reach
financial close in the coming years.
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