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EN 

Public sector loan facility  
under the Just Transition Mechanism 

The public sector loan facility (PSLF) is the third pillar of the Just Transition Mechanism, along with the Just 
Transition Fund and just transition scheme under InvestEU. The PSLF consists of a grant and a loan component. 
With the contribution of €1.525 billion for the grant component from the Union budget and European 
Investment Bank lending of €10 billion from its own resources, the aim is to mobilise between €25 and 30 billion 
in public investment over the 2021-2027 period (in 2018 prices). Funding will be available to all Member States, 
while focusing on the regions with the biggest transition challenges. The provisional agreement on the proposal 
reached after trilogue negotiations with the Council now needs to be confirmed by the European Parliament, 
with a vote expected to take place during the June II 2021 plenary session. 

Background 
Following the European Green Deal, the European Union aims to cut greenhouse gas emissions by 55 % 
by 2030 and achieve climate neutrality by 2050. These goals require an economic and social transformation 
in regions dependent on fossil fuels and high-emission industries. Therefore, the Commission published a 
European Green Deal investment plan setting out a Just Transition Mechanism (JTM) to help those regions 
and sectors most dependent on fossil fuels and greenhouse gas-intensive industries undergo the necessary 
transition in a fair manner. The Just Transition Mechanism comprises three pillars: the Just Transition Fund 
(JTF), a dedicated just transition scheme under InvestEU, and a public sector loan facility. 

European Commission proposal 
On 28 May 2020, the Commission adopted a proposal for a regulation on the public sector loan facility under 
the Just Transition Mechanism. The PSLF would support public investments through preferential lending 
conditions. These investments would benefit the territories most negatively affected by the climate 
transition as identified in the territorial just transition plans for the purposes of the Just Transition Fund. The 
PSLF would consist of a grant and a loan component. The grant component of €1.525 billion, financed from 
the EU budget from, inter alia, assigned revenues, should reduce the financial burden of the reimbursement 
of the loan. For the loan component, the European Investment Bank is the finance partner, using €10 billion 
of its own resources. The possibility to cooperate with other finance partners is also envisaged. 

European Parliament position 
The Committees on Budgets (BUDG) and on Economic and Monetary Affairs (ECON) adopted their joint 
report on 16 October 2020, introducing a number of amendments to the text of the Commission proposal. 
After trilogue negotiations, which concluded on 26 April 2021, a provisional agreement was reached. The 
agreed text includes many points raised by the European Parliament, such as the 'do no significant harm' 
principle and compliance with the EU’s Treaty-based fundamental values. Parliament secured an increase 
for advisory support and raised the amount for grants from 15 % to 25 % of the amount of the loan for the 
poorest regions. A joint BUDG-ECON meeting approved this agreement on 10 May 2021. The text now 
needs to be formally adopted by Parliament, and is scheduled to be voted during the June II plenary session.  

First-reading report: 2020/0100(COD); Committees 
responsible: BUDG and ECON (jointly under Rule 58); 
Rapporteurs: Henrike Hahn (Greens/EFA, Germany) and Johan 
Van Overtveldt (ECR, Belgium). For further information see 
our 'EU Legislation in progress' briefing. 
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