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Recent History EU Energy Policy

• Draft Constitutional Treaty proposed new 
chapter – for joint competence – on Energy.  
However, Treaty was rejected by French (May 
29 2005) and Dutch (June 1) voters.

• October 2005, Hampton Court informal Summit, 
Blair re-promotes energy issue.

• January 1st 2006, Russia/Ukraine Gas ‘crisis’
• March 2006, Commission Green Paper
• March 23/24 2006 Spring Summit



  

Spring Summit 2006

• ‘The European Council calls for an Energy Policy for 
Europe, aiming at effective Community Policy, 
coherence between Member States and consistency 
between actions in different policy areas and fulfilling in a 
balanced way the three objectives of security of supply, 
competitiveness and environmental sustainability’. 

• Proposed issues for future work
– Energy efficiency action plan, 20% by 2020
– RES target, 15% by 2015
– Biofuels, 8% by 2015
– Presentation of Strategic Energy Review starting in 2007
– Adoption of Prioritised Action Plan by the European Council at 

its Spring 2007 session



  



  

Why Package is Important

• Roadmap to EU wide energy policy for the 
first time

• Potentially setting vital targets for 2020
– CO2 emissions reduction: 20% 
– Renewable, 20% share of market
– Energy efficiency improvement 20%

• Move towards greater integration of EU 
energy market, unbundling rules, 
interconnectors.



  

What Can be Achieved ?

• EU should adopt a 30% CO2 reduction target.
• 20% renewables target must be sector specific 

and binding.  Implementation is key.
• Energy Efficiency action plan must be 

implemented by MS and action taken to show 
that it is fundamental to EU.

• Market power of big utilities must be restrained
• Awareness of European political control of 

energy sector 



  

What is Missing

• Emphasis on Energy efficiency
• No mention of oil
• Lack of attention to role of Combined Heat 

and Power
• Opportunity for discussion,  consultation 

after decisions



  

Market Issues

• ‘A coherent series of measures now need to be 
taken with the objective of creating within three 
years a European Gas and Electricity grid and truly 
competitive European-wide energy market’.

• Inquiry pursuant to Article 17 of Regulation (EC) No 
1/2003 into the European Gas and Electricity Sector

• Prospects for the internal gas and electricity market 
– Implementation report on electricity and gas EU regulatory 

framework: Country reviews

• Priority Interconnection Plan
– Annex



  

Inquiry

• June 2005 Commission opened inquiry into Gas 
and Electricity Markets due to higher than 
explainable energy prices

• February 2006 preliminary findings published; 
further investigate a number of areas
– Market concentration/power
– Vertical integration (owning generation and grids)
– Lack of market integration
– Transparency
– Etc

• Final report in January 2007, reached similar 
conclusions, but in different order of priority.



  

Prospects for Internal Gas and 
Electricity Market

• New Legislation on unbundling requirements 
will be proposed to separate the grids from 
generators/suppliers, either through ownership 
unbundling or the introduction of a fully 
independent system operator. 

• In 2007 an impact assessment of the most 
appropriate mechanism to create a fully 
functioning electricity market will be conclude.  



  

Unbundling
• Account Unbundling:   Income streams 

separated.  Same company, same 
management.

• Management Unbundling:  Separate 
management structures

• Legal Unbundling:  Separate legal 
entity. 

• Ownership Unbundling:  Companies 
cannot be owned by same parent 
company



  

Unbundling/Competition Requirements of 2004 Directive

   Combined Operator Possible

Generation
Transparent and non-discrimination:
Separate Accounts

Transmission
Legal independence from integrated
utility

Distribution
Legal independence from integrated
utility

Supply
1st July 2004 – all non-domestic
competition
1st July 2007 – all competition
(probably)
Separate accounts for captive and non-
captive clients



  

Other Issues

• Binding guidelines will be introduced in 2007 for 
transparency of information - in particular to 
enable new entrances into the market to gain 
equal information as incumbents.  

• Greater regulatory harmonisation for cross 
border activities.

• The final opening of the electricity market in July 
2007 will require protection and information for 
consumers, which will be given through the 
'Customers' Energy Charter'.    



  

Interconnectors

• The Commission does not believe that there will 
be a common energy market unless there is 
sufficient transnational connections between 
Member States.  

• At the Barcelona Summit it was agreed that 
interconnectors between countries should be a 
minimum 10% of energy demand, the target has 
not been met by a number of Member States.

• Promoted as mechanism to address Market 
Concentration



  

New Issues

• Identified projects which are vital of which 11 electricity 
projects and the development of the Nabucco Pipelines - 
in the gas sector - are experiences delays.   

• To facilitate the development of some of these projects 
that Commission is proposing the appointment of four 
European co-ordinators.

• Revising in 2007 the TEN-E guidelines to try and ensure 
that all projects of European Interest are completed in 
five years.

• Community mechanism and structure for 
Transmission System Operators to be established in 
2007. 



  

Comment
• On unbundling, the text clearly shows that the Commission favour 

ownership unbundling ('economic evidence shows that ownership 
unbundling if the most effective means to ensure choice for energy 
users and encourage investment'), more  than separation of 
functioning of system operators:  

• Market concentration has been identified as 'major concern'  issue 
for energy markets, but yet not significantly addressed in 
Communication.   Sector inquiry notes that markets remain largely 
national and 'generally maintain the high level of concentration of 
the pre-liberalisation period'.     Reduction in market 
concentration is important to allow innovation and new 
technologies and localised energy production

• In addition Communication notes 'provided there is fair access to 
networks, new investment by non-incumbents will also contribute to 
eroding concentration', much of this will be smaller power plants, 
res, CHP and other potentially more sustainable generators.



  

Renewables

• Renewable Energy Roadmap
– Impact Assessment

• Report on progress in renewable 
electricity

• Biofuels Progress Report
– Review of economic and environmental data 

for the biofuels progress report



  

Existing RES Policy 

• Indicative Primary Energy target 12% by 2010
• Renewable Electricity Directive with target of 21% 

by 2010
• Biofuels Directive with target of 5.75% by 2010
• No legislation on renewables in heating/cooling
• New targets have been proposed by EU 

institutions for the increased use of RES including 
the European Council in March 2006 calling for 
15% of energy by 2015 and the European 
Parliament for 25% by 2020.



  

Road Map

• The road map proposes a binding target that 20% of 
the EU's energy must come from renewable energy 
sources by 2020 

• The Communication suggests that the 20% target will be 
achieved by the following sub-sector targets for 2020:
– 34% of electricity, up from 15% in 2006
– 18% of heat and cooling, up from 9% in 2006
– 14%  of transport fuels, up from 2% in 2005

• The Communication states that Member States will need 
to set out National Action Plans on how to achieve the 
target and setting out specific objectives for electricity, 
biofuels and heating and cooling.   These plans would 
need to be verified by the European Commission.



  

• Removal of barriers and red tape
• Fully exploit the Community's financial instruments 

-Structural and Cohesion funds, the Rural Development 
funds and international programme.

• Promote the use of renewable energy in public 
procurement 

• Continue to internalise external costs of conventional 
fossil energy (note not nuclear)

• The Commission also propose to re-examine in 2007 
the support schemes in different Member States, 
which might lead to their harmonisation.  

• The road map calls upon Member States to ensure that 
action also takes place on the regional and local level 



  

RES Electricity

• Under the requirement of the 2001 directive, the 
Commission is required to report on the 
progress made in reaching the target of 21% of 
electricity from RES by 2010.

• By 2010 19% of electricity is forecast to from 
RES sources.  Since the entry into force of the 
Directive the use of RES has increased by 55%, 

• This is because a number of Member States 
have not set in place, or are not adequately 
enforcing, the policies that will delivery the 
necessary expansion in the renewable energy 
market. 



  

Status of RES Electricity in MS

– On Track for meeting their 2010 target: Denmark, 
Germany and Hungary

– Current Developments provide a good opportunity to 
reach the 2010 target: Finland, Ireland, Luxembourg, 
Netherlands, Spain and Sweden

– With additional efforts there is a good change of 
reaching the 2010 target: Czech Republic, Lithuania, 
Poland, Slovenia, United Kingdom

– Strong additional efforts needed in order to reach 
2010 target: Belgium, Greece and Portugal

– Far from Committed: Austria, Cyprus, Estonia, 
France, Italy, Latvia, Malta, Slovak Republic.



  

Biofuels Communication

• New target of 10% of biofuels by 2020, up from 5.75% 
by 2010. 

• Seen as important due to concerns over higher oil prices 
and increasing security of supply (Russian oil/Germany)

• These objectives will be included in a proposal to be 
presented during 2007.  To achieve this target the 
following steps will be needed.
– Modifications of the fuel quality directive and the diesel standard.
– Measures to guarantee the environmental credentials of biofuels
– The continuing implementation of the balanced approach to 

international trade in biofuels.



  

Comment

• 20% binding target is good, but is it achievable?  Will 
Council accept it ? In March 2006 only proposed 15% 
2015. 

• Push for individual sectorial targets by RES lobby 
‘'essential because they reflect the very different nature 
of the various renewable energy technologies, as well as 
their divergent requirements in terms of infrastructure 
planning, support legislation and monitoring tools’.

• National Plans have to be verified by European 
Commission (include sector targets):  Implementation 
is key !!

• Danger from : Review and potential harmonisation of 
different support schemes.



  

Strategic Energy Technology Plan

• Purpose of the plan will be to develop a portfolio of 
affordable, competitive, clean, efficient and low carbon 
technologies that can be deployed over a range of time 
horizons.   

• The paper further states that 'the broad technology 
portfolio approach spreads risks and avoids locking-
in technologies that may not provide the best 
solution in the long run'.  

• During 2007 there will be consultation with stakeholders 
and then public on establishment of SET

• The Commission is proposing to put forward for approval 
at the 2008 Spring Council the First European Strategic 
Energy Technology Plan. 



  



  



  

Comment

• Commission believe that that increase in 
7th FP increase, from €574 to €866 
million/year and increase in intelligent 
energy Europe, from €50-€100 million is 
‘step in right direction’.

• However, funding going to small number 
of nuclear projects.

• 50% of all energy R and D budget is going 
on nuclear fusion.



  

Sustainable Power Generation from 
Fossil Fuels

• The Commission note the importance of fossil. However, the 
continued use of coal can only be permitted 'with technologies 
allowing for drastic reductions of the carbon footprint of its 
combustion'. 

• The Commission is proposing to undertake in 2007 a impact 
assessment to determine the most suitable way to facilitate the 
establishment by 2015 of 12 large scale demonstration Sustainable 
Fossil Fuel technologies in commercial power generation.   

• The Communication notes that once commissioned these plants 
need to operate for at least five years and ready for standard 
investment in 2020 and after.   

• The Commission currently believe that by 2020 all new coal fired 
power stations should be built with CCS and that that existing 
facilities should progressively 'follow the same approach.



  

• More than one third of the existing coal fired 
capacity is expected to reach the end of its 
technical life in the coming 10-15 years.   To 
counter this Commission is proposing that:
– An assessment to see if current and planned stations 

can be retrofitted with CCS.
– If not CCS compatible the Commission will consider 

proposing legally binding instruments.

• In 2007 the Commission will assess the potential 
risks from CCS and lay down requirements for 
the licensing of CCS activities.

• In 2007 the Commission will organise a public 
consultation - using the internet - on CCS



  

Comment

• Urgent action is needed as major 
investment wave about to begin.

• At minimum all new power stations must 
be CCS compliant

• NGOs (FOE ?!) need unified position to 
take part in consultation and structuring of 
risk framework.



  

Nuclear Illustrative Programme
• The PINC paper is said to provide a 'factual analysis of the role of 

nuclear energy in meeting the growing concerns about security of 
energy supply and CO2 emissions reductions’.  However, in a 
number of areas the paper does not provide a balanced view of 
nuclear power and distorts the current situation on nuclear, in 
particular relating to its economic performance.

• On the Olkiluoto reactor in Finland, it states that the reactor does not 
require government subsidies; however, the construction 
programme is the subject of a competition complaint and review.   

• The paper states 'that new nuclear plants are generally being built 
without subsidies'.   Given Olkiluoto is subject of a state aid 
complaint and in the US - the only way construction of new reactors 
is even being considered is with a significantly ($12-20 billion) state 
aid programme.



  

Public Opinion
Public opinion and perception is of paramount importance to the future of Nuclear Power’



  

• On uranium fuels the paper states sufficient 
uranium for 85 years.    While this maybe 
reassuring, if there is any increase in global 
nuclear energy production then the current 
known and extractable reserves will have been 
depleted before the end of the operating lives of 
the next generation of reactors.  

• The PINC paper's origin is article 40 of the 
Euratom Treaty, which states that the 
Commission shall 'periodically publish illustrative 
programmes indicating in particular nuclear 
energy targets and all the types of investment 
required for their attainment'.   However, not 
been undertaken in this PINC paper.



  

Proposed Actions

• Establish a ‘high level group on nuclear 
safety’

• Simplifying and harmonising licensing 
procedures

• Ensuring availability of Euratom Loans
• Developing harmonised Liability scheme, 

assessment in 2007 
• Monitoring the recommendation on 

decommissioning financing



  

• Nuclear Safety: “Greater harmonisation of 
safety requirements for nuclear 
installations in the EU is a prerequisite for 
the future development of nuclear energy’: 
 work on the package to be restarted

• Critical Infrastructure: Commission putting 
forward ‘European Programme for Critical 
Infrastructure Protection’,



  

Comment

• Nuclear industry probably disappointed with 
PINC; Only one graphic on forecasts (in annex), 
shows decline in % use of nuclear energy, no 
‘low carbon’ framework (yet).?

• But:
– The paper shows the inherent bias of the Commission
– more support for industry forecast – Euratom Loans,
–  simplified and harmonised licensing framework.
– No mention of nuclear fusion
– No mention of nuclear proliferation
– Harmonised liability scheme



  

Low Carbon Threshold-Strategic 
Energy Assessment

• March 2006, Greenpaper: "Furthermore, it might be appropriate to 
agree an overall strategic objective, balancing the goals of 
sustainable energy use, competitiveness and security of supply.  
The would need to be developed on the basis of a thorough impact 
assessment and provide a benchmark on the basis of which the 
EU’s developing energy mix could be judged and would help the EU 
to stem the increasing dependence on imports.  For example, an 
objective might be to aim for a minimum level of the overall EU 
energy mix originating from secure and low carbon energy 
sources.  Such a benchmark would reflect the potential risks of 
import dependency identify an overall aspiration for the long term 
development of low carbon energy sources and permit the 
identification of the essentially internal measures necessary to 
achieve these goals.



  

Support Low Carbon Objective

• A responsible energy policy should consider ambitious 
goals at a European level to promote carbon free energy 
sources. It is not only essential to save the planet but is 
also economically sound. This is the basis of the Energy 
Review. Commissioner Piebalgs

• That I would like to come out of the European Council 
next Spring is an agreement to set an overall objective 
for low carbon energy use in Europe; and then for each 
Member State to work on how it will get there.  President 
Barroso

• Calls on the Commission to set ambitious but realistic 
targets for ultra-low or non CO2 emitting and CO2 
neutral energy technologies to supply 60% of EU 
electricity demand by 2020:  European Parliament, 



  

Dangers of Low Carbon Objective

• Targets for Renewables already exist for 2012, proposal 
for 2020 likely.

• CCS not included in IEA scenario prior to 2030 therefore, 
low carbon objectives for dates 2030 and before can 
only be for nuclear and RES.

• De-facto Low Carbon in nuclear target.
• Furthermore, creating low carbon objective reduces all 

environmental impacts of energy sector to CO2 and 
ignores other problems

• Any state or EU support/subsidies for RES may then be 
extended to other low carbon technologies



  

Energy Efficiency Road Map

• Somewhat surprisingly, given its fundamental role in the 
future of the energy sector, in October the Commission 
separately published its Energy Efficiency Action Plan, to 
increase by 20% the energy efficiency of the EU by 
2020.   

• This is remarkable as it sets out steps how the EU can 
reduce its overall energy consumption by 13% by 
2020, while increasing GDP, 

• Saving €100 billion and 780 billion tonnes of CO2 each 
year.

• Despite this, not taken seriously by EU, Base line 
scenarios put forward to not assume 20% increase in 
Efficiency.



  

• Unless this objective is achieved, then many of the EU's 
targets for the energy sector will not be met or need to 
be revised e.g. emissions reduction target, renewables 
targets (as it based on % of the total energy consumed), 
investment plans, interconnection plans etc.   

• The Communication notes action in the following areas: 
transport (public transport and efficient vehicles); tougher 
standards and better labelling; implementation of 
buildings directives; taxation to increase energy 
efficiency.  

• An international common approach on energy efficiency 
is to be launched in the German presidency.

• Member States are expected to submit to the 
Commission their national action plans on energy 
efficiency in June 2007.



  

Comment

• Without serious plan on efficiency no  
objectives will be met, this is known but 
not acted on.

• Little funding, low status, little political 
weight.

• MS must deliver on Action Plans by June 
2007



  

Limiting Global Climate to 2 
degrees Celsius

• To achieve the 2 degrees goal developed 
countries must reduce their greenhouse gas 
emissions by 30% by 2020 (compared to 1990 
levels).   

• However, the Communication proposes that until 
and international agreement is in place, the EU 
should only adopt as a minimum target that it 
reduces its emissions by 20% by 2020.   

• Already a number of Member States, including 
France, Germany, Italy, Sweden and UK, and 
the European Parliament have called for the EU 
to adopt a 30% target.



  

Mechanisms Proposed

• Strengthening the European Emissions Trading Scheme, 
through: extending its allocation period; extend the 
scheme to other gases and sectors; recognise carbon 
capture and storage; wider use of auctioning; and links 
to other schemes e.g. California or Australia.

• Limiting Transport Emissions: Include aviation to be 
included in the ETS; link taxes on cars to CO2 
emissions; development of sustainable biomass.

• GHG emissions in other sectors must be reduced: 
Inclusion of methane in ETS or through setting of limits; 
restricts or prohibition of fluorinated gases; and reducing 
emissions of nitrous oxide.

• Cohesion policy:  The October 2006 guidelines for 
sustainable energy and transport for the Structural and 
Cohesion funds must be rapidly implemented.



  

Comment

• 30% GHG emissions target should be adopted 
by EU, supported by many large countries and 
Parliament.  However, strong resistance existing 
in some MS

• Needed; from a scientific perspective; to  show it 
is practically possible; to show politically 
acceptable

• Action in transport sector (oil is missing from 
package) is essential.

• Actions rely heavily on the ETS, which is yet to 
deliver large scale rapid cuts in CO2.



  

EU Energy Policy

• Most of paper is summary of 
aforementioned issues, however some 
additions

• EU International Energy Policy Priorities
• Strategic Economic Assessments



  

EU-International Priorities

• Driving forward international agreements
• Energy relations with neighbourhood countries
• Enhanced relationship with Russia
• Relationship with energy producers and transit 

countries – OPEC
• New Africa-Europe Energy Partnership
• Enhanced relationship with major energy 

consumers (China)
• Non-proliferation
• ‘Speaking with one voice’



  

Strategic Energy Review

• Less prominent that envisaged ?
• No over-riding ‘low carbon’ target for 

energy sector, 



  



  



  

Key Issues

• CO2:  30% by 2020 – action on transport 
needed

• Implementation of Energy Efficiency Action plan 
by Member States; allocation of funding/political 
priority

• RES:  Binding 20% target by 2020, sector 
targets:  Member States develop action plans

• Fair Access to energy markets, stop monopoly 
dominance

• No additional funding for nuclear, stop market 
distortions.



  

Timetable

• Discussions occur in
– European Council Working Groups
– European Council – Ministers
– European Parliament
– Member States Governments
– Member States Parliaments



  

European Council

• 22 January 2007: Foreign affairs ministers Council 
meeting to hold first discussion on Commission energy 
package 

• 15th February  Energy Council
• 19 Feb. 2007: Competitiveness 
• 20 Feb. 2007: Environment 
• 5-6 March 2007: Foreign affairs ministers Council to 

wrap-up the debate and agree on an action plan 
• 8-9th March, Spring Summit to adopt action plan to 

launch a Common European Energy Policy. 
• 6-8th June,  Energy Council



  

Council Working Groups



  

Agenda of Energy Council 15th 
February

• Energy Policy for Europe
• a)  Strategic Review of the Energy Policy for Europe (SEER)
• b)  Renewable Energy Road Map
• c)  Biofuels Progress Report
• d)  Report on progress in renewable electricity
• e)  Communication: Prospects for the internal gas and electricity 

market
• f)  Sector Inquiry on the gas and electricity markets
• g) Priority Interconnection Plan
• h)  Communication:  Sustainable Power Generation from Fossil 

Fuels
• i)  Communication: Towards a European Strategic Energy 

Technology 



  

Agenda of Environment Council 
20th February

Energy Package
–  Sector targets
–   CO2 target 2020

    Climate change - post-2012



  

8-9th March Spring Summit 

• Expected to adopt:

Energy Package

Sector Targets

CO2 Target for 2020



  

Agenda for Energy Council of 6-8th 
June

• 1.  Internal Market for electricity and gas
• a) Communciation: Prospects for the internal gas and electricity market
• b) Sector Inquiry on the gas and electricity markets
• c) Priority Interconnection Plan
• 2.  Proposal for a EP and Council Regulation amending Regulation 2442/2001 on a 

Community Energy Efficiency Labelling Programme for office equipment
• 3. Report on Progress in renewable electricity
• 4.  Proposal for a EP and Council Directive on heating and cooling from Renewable 

Energy Sources ?
• 5. (poss) Proposal for a EP and Council Directive amending Directive 2003/30/EC of 

8th May 2003 on the promotion of the use of biofuels or other renewable fuels for 
transport.

• 6. International relations in the field of energy
• a) EU-Russia
• b) EU-OPEC
• c) Energy Community Treaty
• d) Other initiatives – information from the Commission/Presidency.



  

European Parliament

• Possible inclusion on the agenda of 
Plenary of Parliament, either
– 31 January - 1 Feb in Brussels or 
– 12-15 Feb in Strasburg (but probably too late)



  

Lobby Needed

• Find out who in industry; economy; 
energy; environment; Europe; ministries 
are dealing with issue.
– Meet people at working level

• Meet/discuss with them as quickly as 
possible but before 6th February (7th is key 
date for Council working group) for energy 
experts and 13th February for environment 
(CO2) experts.


