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SHORT JUSTIFICATION

The ETS applies the polluter pays principle. It would be natural and fair to use the payments 
for the right to pollute for compensation to the main victims of the pollution, meaning the 
countries and people who experience the worst impacts of climate change, while also having 
particularly small resources to adapt to them. The fact that these countries contributions to the 
causing of climate change are very small or even negligible makes such usage even more fair.

The ETS directive rightly includes several ways in which revenues can be channelled to 
climate action in countries outside the EU. Member States have the choice, but can also keep 
for domestic use the revenues they receive through their auctioning of emission allowances. 
There is no obligation to use a single euro outside the EU. Lamentably, 3% of the revenues 
controlled by the Member States is all they spend on support for climate action in third 
countries. 

The needs to adapt to climate change keep increasing with the progress of climate change and 
the failure not only to reduce global greenhouse gas (GHG) emissions, but even to end their 
steady rise. UNEP estimated in 2016 that by 2030, the cost for covering developing countries’ 
adaptation needs would have reached USD 140-300 bn per year and it now believes that the 
higher end of this interval could be the most realistic1. This can be compared with what 
developed countries now provide in climate finance for developing countries: less than USD 
100 billion per year, with only 5% having adaptation as the principal objective and a further 
15% having this as a significant objective2.

The developed countries are manifestly breeching their commitment, originally entered into in 
20093, to provide ‘new and additional, predictable and adequate funding’ for climate action in 
developing countries that should have reached USD 100 billion in 2020, but  is not set to 
reach that level even in 2022. Scaling up the minuscule adaptation finance currently provided 
is acutely necessary and ETS revenue should be used for this.

The Union and its Member States should together be responsible for the channelling of ETS 
revenue to adaptation finance for poor countries in great need. A two-pronged approach with 
a new external window in the Modernisation Fund and an obligation for Member States to 
earmark revenues from their auctioning of emission allowance is therefore appropriate. 
Reserving 2.5% of the total ETS revenues for the external window and 5% of the revenues 
Member States receive is very modest, but represents an important step that it should be 
difficult to argue against.

Member States can go further and should be encouraged to do so. The options the ETS 
directive currently give them also to support reduction of GHG emissions in third countries 
should be kept and widened. Supporting the pursuit of SDG 7 on energy access for all should 
be added as an option. 

1 https://www.unep.org/resources/adaptation-gap-report-2021, p 29. 
2 Idem, p 33.
3 Notably in the Copenhagen Accord, paragraph 8. 

https://www.unep.org/resources/adaptation-gap-report-2021
https://unfccc.int/resource/docs/2009/cop15/eng/l07.pdf
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The proposed scope of eligible countries for the support from the Modernisation Fund’s 
external window, and for the Member States’ compliance with the 5% requirement, is the 
countries on the World Bank’s lists of low income countries (LICs) and of lower-middle 
income countries (LMICs). All the 46 countries identified by the UN as least developed 
countries (LDCs) is either a LIC or an LMIC. Of the small island developing states (SIDS) 
that are not in fact a dominion of a developed country, two are LICs and 14 are LMICs.

AMENDMENTS

The Committee on Development calls on the Committee on the Environment, Public Health 
and Food Safety, as the committee responsible, to take into account the following 
amendments:

Amendment 1

Proposal for a directive
Recital 17 a (new)

Text proposed by the Commission Amendment

(17a) The adverse impacts of climate 
change affect the respect of human rights, 
including the right to food, water, 
sanitation, health, decent housing and 
life. The Paris Agreement positioned as 
the third pillar of climate action the 
damage and loss that disproportionately 
affect people living in conditions of 
vulnerability, indigenous peoples, women, 
children, and people with disabilities. The 
low-income, lower-middle income and 
least developed countries are the most 
vulnerable to the impact of climate 
change. Although their contributions to 
the greenhouse gases in the atmosphere 
are very small or even negligible, they 
tend to be more heavily exposed to 
impacts of climate change, notably in view 
of the state of their infrastructure and 
their populations’ living conditions. Those 
countries are now in a calamitous 
situation because of the combination of 
the global failure to curb greenhouse gas 
emissions, which increases their 
adaptation needs and costs ever higher, 
and the public finance crises caused by 
the COVID-19 pandemic and the 
associated ‘debt pandemic’.
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Amendment 2

Proposal for a directive
Recital 17 b (new)

Text proposed by the Commission Amendment

(17b) Significant financial resources are 
needed to implement the Paris Agreement 
and the Union remains committed to 
contributing to the developed countries’ 
goal of jointly mobilising from different 
sources USD 100 billion per year starting 
from 2020 to support developing 
countries. The decision taken at COP24 
on having a more ambitious target from 
2025 onwards, beyond the current 
commitment, is a step in the right 
direction, but the actual pledges by 
developed countries still fall a long way 
short of the collective goal, and  the 
resulting gap should be filled. The Union 
and its Member States should step up 
their efforts to mobilise international 
climate finance for developing countries 
and develop an international roadmap 
outlining each developed country’s fair 
share of the USD 100 billion financial 
pledge and the mechanisms to ensure that 
pledges are turned into deeds. Emerging 
economies should make a contribution, 
from 2025 onwards, to the increased 
amount of international climate financing 
in the future.

Amendment 3

Proposal for a directive
Recital 17 c (new)

Text proposed by the Commission Amendment

(17c) The Commission should assist 
developing countries and step up its 
support for such countries, including 
through the EU ETS, in order to 
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strengthen their ability to adapt and their 
resilience to climate change. Collective 
pledging of support for climate action in 
developing countries by the Union would 
increase its influence in the UNFCCC 
negotiations, while contributing through 
the Green Climate Fund would also 
encourage other countries to contribute a 
portion of the revenues from their own 
carbon pricing schemes to that fund. The 
Commission should submit a report to the 
European Parliament and to the Council 
in which it examines the decarbonisation 
needs in developing countries by assessing 
greenhouse gas emissions in sectors 
corresponding to the sectors covered 
under the EU ETS and CBAM.

Amendment 4

Proposal for a directive
Recital 17 d (new)

Text proposed by the Commission Amendment

(17d) The Union and its Member States 
are the largest providers of public climate 
finance. Financing climate action is 
essential, as many developing countries 
have conditional nationally determined 
contributions, the achievement of which 
depends on financial support. The 
Commission should support developing 
countries with decarbonisation of their 
industries, in particular in those sectors 
corresponding to the sectors covered 
under the EU ETS and CBAM, in order to 
facilitate their achievement of economy-
wide emission reduction targets in line 
with the Paris Agreement. Particular 
priority should be given to addressing the 
needs of least developed countries 
through the use of EU ETS allowances to 
fund climate action, in particular 
adaptation to the impacts of climate 
change.
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Amendment 5

Proposal for a directive
Article 1 – paragraph 1 – point 2 – point d
Directive 2003/87/EC
Article 3 – paragraph 1 – point z a (new)

Text proposed by the Commission Amendment

(za) ‘damage’ means damage that is 
reversible through risk reduction, repair 
or restoration initiatives;

Justification

Definition UNFCCC

Amendment 6

Proposal for a directive
Article 1 – paragraph 1 – point 2 – point d
Directive 2003/87/EC
Article 3 – paragraph 1 – point z b (new)

Text proposed by the Commission Amendment

(zb) ‘losses’ means losses that are 
irreversible, in the sense that they cannot 
be restored or repaired;

Justification

Definition UNFCCC

Amendment 7

Proposal for a directive
Article 1 – paragraph 1 – point 2 – point d
Directive 2003/87/EC
Article 3 – paragraph 1 – point z c (new)

Text proposed by the Commission Amendment

(zc)  ‘low-income country’ means a 
country classified as such by the World 
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Bank;

Amendment 8

Proposal for a directive
Article 1 – paragraph 1 – point 2 – point d
Directive 2003/87/EC
Article 3 – paragraph 1 – point z d (new)

Text proposed by the Commission Amendment

(zd)  ‘lower middle-income country’ 
means a country classified as such by the 
World Bank;

Amendment 9

Proposal for a directive
Article 1 – paragraph 1 – point 2 a (new) 
Directive 2003/87/EC
Article - 3 a (new)

Text proposed by the Commission Amendment

(2a) the following article is inserted:
‘Article - 3a

The Commission shall, together with the 
Executive Bureau of the Warsaw 
International Mechanism for Loss and 
Damage and other international 
organisations, assess potential 
compensation measures that the Union as 
a whole could implement for vulnerable 
and developing countries and report on 
that assessment to the European 
Parliament and the Council by the end of 
2022.’;

Amendment 10

Proposal for a directive
Article 1 – paragraph 1 – point 11 – point a
Directive 2003/87/EC
Article 10 – paragraph 1 – subparagraph 3 a (new)
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Text proposed by the Commission Amendment

Revenues from the EU ETS should be 
dedicated to climate action and a 
substantial part of the increase in those 
revenues should be devoted to the Union’s 
collective contribution to international 
climate finance, with priority given to 
adaptation to climate change. 

Amendment 11

Proposal for a directive
Article 1 – paragraph 1 – point 11 – point a
Directive 2003/87/EC
Article 10 – paragraph 1 – subparagraph 3 b (new)

Text proposed by the Commission Amendment

A further 2,5 % of the total quantity of 
allowances between ... [year following the 
entry into force of this amending 
Directive] and 2030 shall be auctioned for 
the Modernisation Fund and reserved for 
the provision of climate finance to third 
countries, in particular to least developed 
countries and small island developing 
States, as well as in lower middle-income 
countries, to address loss and damage 
associated with impacts of climate 
change, through the external window 
referred to in Article 10d(1), first 
subparagraph. The usage of the funds 
corresponding to that quantity of 
allowances shall be decided upon by the 
investment committee, in accordance with 
Article 10d.

Amendment 12

Proposal for a directive
Article 1 – paragraph 1 – point 11 – point c a (new)
Directive 2003/87/EC
Article 10 – paragraph 3 – subparagraph 1 – point j
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Present text Amendment

(ca) in paragraph 3, first 
subparagraph, point (j) is replaced by the 
following:

(j) to finance climate actions in 
vulnerable third countries, including the 
adaptation to the impacts of climate 
change;

“(j) to finance climate and resilience 
actions in low-income countries and lower 
middle-income countries, including the 
adaptation to the impacts of climate 
change;”;

Amendment 13

Proposal for a directive
Article 1 – paragraph 1 – point 11 – point c b (new)
Directive 2003/87/EC
Article 10 – paragraph 3 – subparagraph 1 – point j a (new)

Text proposed by the Commission Amendment

(cb) in paragraph 3, first 
subparagraph, the following point is 
inserted:
“(ja) to support the preparation, 
implementation and updating of National 
Adaptation Programmes of Action of least 
developed countries, as well as of national 
adaptation and mitigation plans of low-
income countries and lower middle-
income countries;”;

Justification

National Adaptation Programmes of Action are prepared by least developed countries and 
the Least Developed Country Fund supports their implementation. It should also be possible 
to support the preparation and implementation of other adaptation plans, as well as of 
mitigation plans, of countries in the wider category of LICs and LMICs.

Amendment 14

Proposal for a directive
Article 1 – paragraph 1 – point 11 – point c c (new)
Directive 2003/87/EC
Article 10 – paragraph 3 – subparagraph 1 – point k

https://www.thegef.org/what-we-do/topics/least-developed-countries-fund-ldcf
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Present text Amendment

(cc) in paragraph 3, subparagraph 1, 
point (k) is replaced by the following:

(k) to promote skill formation and 
reallocation of labour in order to contribute 
to a just transition to a low carbon 
economy, in particular in regions most 
affected by the transition of jobs, in close 
coordination with the social partners.

“(k) to promote skill formation and 
reallocation of labour in order to contribute 
to a just transition to a low carbon 
economy, in particular in regions within 
the Union and in third countries classified 
as low-income countries and lower 
middle-income countries most affected by 
the transition of jobs, in close coordination 
with the social partners.”;

Amendment 15

Proposal for a directive
Article 1 – paragraph 1 – point 11 – point c d (new)
Directive 2003/87/EC
Article 10 – paragraph 3 –  subparagraph 1 a (new)

Text proposed by the Commission Amendment

(cd) in paragraph 3, the following 
subparagraph is inserted after the first 
subparagraph:
“At least 5 % of the revenues referred to 
in the first subparagraph shall be used for 
support for adaptation to climate change 
in low-income countries and lower 
middle-income countries whose needs, 
because of their scale or urgency, are 
particularly important and cannot be 
adequately addressed by those countries 
because of lack of sufficient resources.”;

Justification

Options to support climate action in third countries figure prominently in the ETS 
regulation’s list of what Member States may do with the money they earn from auctioning 
emission allowances. Lamentably, they devote only 3% of the funds to such support. To 
ensure that this proportion increases, mandating a minimum proportion is necessary. 5% is 
till modest and should go to adaptation urgently needed to limit the human and material 
losses caused by the ever worsening impacts of climate change, including hurricanes, floods, 
draughts, desertification, sea-level rise and salinisation.



PE704.668v02-00 12/19 AD\1252458EN.docx

EN

Amendment 16

Proposal for a directive
Article 1 – paragraph 1 – point 14 – point a
Directive 2003/87/EC
Article 10d – paragraph 1 – subparagraph 1

Text proposed by the Commission Amendment

A fund to support investments proposed by 
the beneficiary Member States, including 
the financing of small-scale investment 
projects, to modernise energy systems and 
improve energy efficiency shall be 
established for the period from 2021 to 
2030 (the ‘Modernisation Fund’). The 
Modernisation Fund shall be financed 
through the auctioning of allowances as set 
out in Article 10, for the beneficiary 
Member States set out therein.

A fund to support investments proposed by 
the beneficiary Member States, including 
the financing of small-scale investment 
projects, to modernise energy systems and 
improve energy efficiency shall be 
established for the period from 2021 to 
2030 (the ‘Modernisation Fund’). The 
Modernisation fund shall have a window 
for providing support to the Member 
States listed in Annex IIb (‘internal 
window’) and a window for providing 
support to low-income countries and 
lower middle-income countries (‘external 
window’). Proposals for the use of the 
internal window funds shall be made by 
the beneficiary Member States. Proposals 
for the use of the external window funds 
shall be made by the Commission and be 
coordinated with the provision of other 
Union support for climate action in the 
relevant countries. The Modernisation 
Fund shall be financed through the 
auctioning of allowances as set out in 
Article 10, for the beneficiary Member 
States set out therein and for third 
countries classified as low-income 
countries or lower middle-income 
countries.

Amendment 17

Proposal for a directive
Article 1 – paragraph 1 – point 14 – point b
Directive 2003/87/EC
Article 10d – paragraph 2 – point d
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Text proposed by the Commission Amendment

(d) energy storage and the 
modernisation of energy networks, 
including district heating pipelines, grids 
for electricity transmission, and the 
increase of interconnections between 
Member States;

(d) energy storage and the 
modernisation of energy networks, 
including district heating pipelines, grids 
for electricity transmission, the increase of 
interconnections between Member States 
and, in low-income countries and lower 
middle-income countries, the extension of 
access to affordable renewable energy;

Amendment 18

Proposal for a directive
Article 1 – paragraph 1 – point 14 – point b 
Directive 2003/87/EC
Article 10d – paragraph 2 – point d a (new)

Text proposed by the Commission Amendment

 (da) reduction or ending of emissions 
from the production of goods and the 
provision of services in low-income 
countries and lower middle-income 
countries, including investments in 
climate-smart infrastructure and in local, 
regional or global green value chains;

Amendment 19

Proposal for a directive
Article 1 – paragraph 1 – point 14 – point b
Directive 2003/87/EC
Article 10d – paragraph 2 – point e

Text proposed by the Commission Amendment

(e) the support of low-income 
households, including in rural and remote 
areas, to address energy poverty and to 
modernise their heating systems; and

(e) the support of poor and low-
income households, including in rural and 
remote areas and contributing to the 
pursuit of Sustainable Development Goal 
7, to address energy poverty and to 
modernise their heating systems; and 
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Amendment 20

Proposal for a directive
Article 1 – paragraph 1 – point 14 – point b
Directive 2003/87/EC
Article 10d – paragraph 2 – point f

Text proposed by the Commission Amendment

(f) a just transition in carbon-
dependent regions in the beneficiary 
Member States, so as to support the 
redeployment, re-skilling and up-skilling of 
workers, education, job-seeking initiatives 
and start-ups, in dialogue with the social 
partners.”;

(f) a just transition in carbon-
dependent regions in the beneficiary 
Member States and in low-income 
countries and lower middle-income 
countries, so as to support the 
redeployment, re-skilling and up-skilling of 
workers, education, job-seeking initiatives 
and start-ups, in dialogue with the social 
partners.”;

Amendment 21

Proposal for a directive
Article 1 – paragraph 1 – point 14 – point b a (new)
Directive 2003/87/EC
Article 10d – paragraph 3

Present text Amendment

(ba) paragraph 3 is replaced by the 
following :

3. The Modernisation Fund shall 
operate under the responsibility of the 
beneficiary Member States. The EIB shall 
ensure that the allowances are auctioned in 
accordance with the principles and 
modalities laid down in Article 10(4), and 
shall be responsible for managing the 
revenues. The EIB shall pass on the 
revenues to the Member States upon a 
disbursement decision from the 
Commission, where this disbursement for 
investments is in line with paragraph 2 of 
this Article or, where the investments do 
not fall into the areas listed in paragraph 2 
of this Article, is in line with the 
recommendations of the investment 
committee. The Commission shall adopt its 

3. The Modernisation Fund shall, in 
the context of the management of the 
funds reserved for the internal window, 
operate under the responsibility of the 
beneficiary Member States. In relation to 
the funds reserved for the external 
window, the Modernisation Fund shall 
operate under the responsibility of the 
Commission. The EIB shall ensure that the 
allowances are auctioned in accordance 
with the principles and modalities laid 
down in Article 10(4), and shall be 
responsible for managing the revenues. 
The EIB shall pass on the revenues to the 
Member States and to low-income 
countries and lower middle-income 
countries upon a disbursement decision 
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decision in a timely manner. The revenues 
shall be distributed amongst the 
Member States and according to the shares 
set out in Annex IIb, in accordance with 
paragraphs 6 to 12 of this Article.

from the Commission, where this 
disbursement for investments is in line 
with paragraph 2 of this Article or, where 
the investments do not fall into the areas 
listed in paragraph 2 of this Article, is in 
line with the recommendations of the 
investment committee. The Commission 
shall adopt its decision in a timely manner. 
The revenues in the internal window shall 
be distributed amongst the Member States 
and according to the shares set out in 
Annex IIb, in accordance with paragraphs 
6 to 12 of this Article. Decisions 
concerning low-income countries and 
lower middle-income countries to benefit 
from the funds in the external window 
shall be based on an appraisal of the scale 
of the adverse impacts of climate change 
to which the different countries in those 
categories are exposed, of the costs of 
addressing their most urgent adaptation 
needs and of the resources for that 
purpose that are already available.

Amendment 22

Proposal for a directive
Article 1 – paragraph 1 – point 14 – point b b (new)
Directive 2003/87/EC
Article 10d – paragraph 5 – subparagraph 1 a (new)

Text proposed by the Commission Amendment

(bb) in paragraph 5, the following 
subparagraph is inserted after the first 
subparagraph:
“When issues concerning the external 
window are dealt with, the investment 
committee shall instead be composed of a 
representative from each Member State, 
the Commission and the EIB.”
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Amendment 23

Proposal for a directive
Article 1 – paragraph 1 – point 14 – point b c (new)
Directive 2003/87/EC
Article 10d – paragraph 6 – subparagraph 1

Present text Amendment

(bc) paragraph 6, first subparagraph is 
replaced by the following :

Before a beneficiary Member State decides 
to finance an investment from its share in 
the Modernisation Fund, it shall present the 
investment project to the investment 
committee and to the EIB. Where the EIB 
confirms that an investment falls into the 
areas listed in paragraph 2, the Member 
State may proceed to finance the 
investment project from its share.

“Before a beneficiary Member State 
decides to finance an investment from its 
share in the Modernisation Fund, it shall 
present the investment project to the 
investment committee and to the EIB. 
Before the Commission decides to finance 
an investment in an eligible third country, 
it shall present the investment project to 
the investment committee and to the EIB, 
accompanied by an in-depth ex-
ante assessment of the environmental, 
financial and social impacts of that 
investment project. In preparing that 
assessment, the Commission shall consult 
the government of the third country 
concerned and local civil society 
organisations representing stakeholders 
and public interests affected by the 
project. Where the EIB confirms that an 
investment in a Member State falls into the 
areas listed in paragraph 2, the Member 
State may proceed to finance the 
investment project from its share. The 
Commission may proceed to finance 
projects in eligible third countries after it  
has presented those projects to the 
investment committee and to the EIB.”; 

Amendment 24

Proposal for a directive
Article 1 – paragraph 1 – point 21 a (new)
Directive 2003/87/EC
Article 30 j (new)

Text proposed by the Commission Amendment
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(21a) The following Article is inserted:
“Article 30j

Report on developing countries’ 
decarbonisation needs

By 31 December 2023, the Commission 
shall submit a report to the European 
Parliament and to the Council on the 
decarbonisation needs of developing 
countries. That report shall contain:
(a) an assessment of developing 
countries’ greenhouse gas emissions per 
country;
(b) an indication of the main sources 
of emissions per country, indicating, 
where possible, the share of emissions 
attributable to ETS and non-ETS sectors;
(c) indication of the possible 
decarbonisation pathways for each 
country;
(d) each country’s nationally 
determined contributions under the Paris 
Agreement.

Justification

There is a need to create a list of developing countries eligible to use the financing from the 
EU Global Decarbonisation Fund.
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