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1. Executive Summary

What happened

On 18 November, the European Commission came forward with its first ‘State of the Energy Union’ (SOTEU)
report. The report, which was accompanied with a large swathe of documentation (25 documents in all), gives
an assessment of where Europe is in terms of achieving the objectives laid out in the Energy Union Strategy of
February 2015 (For our analysis of this package, please see here) and outlines the legislative proposals for
2016.

Why it matters

Overall, the report sets out a snapshot of the current situation. Indeed, the accompanying documentation are
for the large part a conglomeration of existing documents, rebranded under the ‘Energy Union” umbrella. It is
notable that of the 25 documents published on the 18" of November; only one had legislative effect and was
published in the Official Journal of the European Union.

Most important of all however, are the steps it takes to give greater guidance on how the Energy Union will
be governed and how the EU renewable and energy efficiency targets for 2030 will be achieved. At present,
it remains unclear exactly how much scope the EU will have to enforce these targets in particular in Member
States due to the European Council position rejecting binding renewable and energy efficiency national
targets. Via the Guidance documents issued to Member States, the Commission is prompting Member States
to come forward with their plans for the post 2020 period (So far, only a third of Member States have
developed plans for the post 2020 period).

Looking ahead, it is worth bearing in mind that the Commission’s governance is a legislative proposal and thus,
must go through co-decision involving the Member States and European Parliament. Winning the support
from Member States, who are traditionally resistant to giving the Commission greater powers on such matters,
will remain a challenge for the Commission.

The Energy Union’s 2020 Goals: Assessing the EU’s progress

There are five dimensions to the Energy Union; 1) Decarbonisation, 2) Integrated internal energy market, 3)
Energy efficiency, 4) Energy security and 5) Research and Innovation. When discussing the Energy Union, it is
important to distinguish between the 2020 Climate & Energy Framework and the targets set for 2030 as part
of the 2030 Climate & Energy Framework. This is something which the jumbled SOTEU report fails to do.

Looking specifically at 2020, we can see that progress in achieving the targets set has been very mixed:
M The good: In terms of decarbonisation the EU is on track and should achieve the targets it set itself for
2020 in reducing GHG emissions and promoting renewables.
The bad: For energy efficiency, the EU is only likely to reach a 17.4% improvement by 2020, below the
targeted 20% figure. Despite having set a deadline of 2014, the internal energy market remains far
from complete, with major regional differences and vital interconnectors missing.

What needs to be done: 2016 the year of Implementation

Looking ahead, the report views 2020 as yesterday, and the focus has now switched to 2030 and how the EU
can reach the targets it has set itself. Here, a lot needs to be done, indeed, 2016 has already been dubbed by
the Commission the “year of implementation”. Over the course of the next 12 months, the European
Commission will come forward with legislative proposals to translate the 2030 Climate & Energy Framework
agreed by Heads of State in October 2014 into legislation. Indeed, speaking at the presentation of the SOTEU,
Commission Vice President Seféovi¢ said that 90% of what the Commission promised as part of its Energy
Union Strategy would be delivered by the end of 2016.

Next Steps

= 26 November 2015: EU Energy Ministers will meet and adopt conclusions on governance.
= 2016: Key legislative proposals will be presented over the course of 2016. These proposals will be
presented in three separate legislative packages.


http://ec.europa.eu/priorities/energy-union/state-energy-union/index_en.htm
http://cdn.fleishman-hillard.eu/wordpress/files/2015/02/Energy-Union-Package-FH-Analysis_26-February.pdf
http://www.consilium.europa.eu/uedocs/cms_data/docs/pressdata/en/ec/145397.pdf

2. The Energy Union Scorecard

The Energy Union is based on five dimensions; in this section we first outline what the Commission’s SOTEU
reports say on progress in each of these dimensions. We follow this up with our assessment of how the EU is
performing. Looking ahead to 2030, we outline what we believe are the key challenges for the EU in each =
dimension.

1. Decarbonisation

GHG Emissions

2020: Overall, the EU is on track to meet its target for reducing greenhouse gas emissions by 20% below the
1990 level. Indeed, EU emissions in 2014 were 23% below 1990 levels and EU projections estimate that
emissions are expected to be 24% lower in 2020 than 1990.

2030: Looking ahead, focus on GHG reductions has already shifted from 2020 to 2030. Heads of State at the
October 2014 European Council agreed to a 40% emissions reduction target by 2030.

FH Assessment

+ 2020: While the EU is clearly on track in reducing emissions, one must take into account that to this is
somewhat by default given the effect of the financial crises on emissions. Similarly, question marks
can legitimately be raised on the marginal cost-abatement of these reductions. Above all else, the EU
needs to tackle its coal problem. The UK recently announced shut down all coal-fired power plants
unequipped with CCS by 2025. Corresponding measures by other Member States would be
welcomed.

+ 2030: Looking ahead, in order to achieve a 40% GHG reduction by 2030 strong revision of the
Emissions Trading System (ETS), the chief instrument to decarbonize Europe’s energy systems is
essential. A proposal to revise the ETS was published in July (See FH analysis here) and is currently
going through co-decision. All eyes will be on the COP 21 Global Climate Conference and what type of
global climate agreement can be reached. A strong global agreement would act as a catalyst for
meaningful ETS reform and may help to push up the ETS price close to the €25/30 a tonne market
originally envisaged when the ETS was first designed.

+ Even with meaningful ETS reform, question marks will likely remain over whether the ETS alone is
enough to get us where we want to be in terms of GHG reductions. Complementary measures such as
Emissions Performance Standards and proper enforcement of the Industrial Emissions Directive may
be needed to plug the gap. Expect discussions on such topics in the EU debate to pick up in the
coming years.

Renewables
2020: On renewables, the EU is also on track and expected to meet its 2020 renewables targets. Indeed, all but
three EU Member States (Luxembourg, the Netherlands and the UK) met their 2014 interim target.

2030: Looking ahead, the debate has already shifted to 2030 with the EU having signed up to target of at least
27% renewables by 2030 at the EU level. At the EU level this means that this target cannot be made binding on
individual Member States. The Commission will release a proposal to revise the existing Renewable Directive,
updating it in line with the agreed 2030 targets in the second half of 2016. As part of this preparation, the
Commission launched a public consultation, which will run until 10 February 2016. The accompanying
consultation document notes that renewables are not reaching market maturity and asks how the EU can
create a market based environment in which renewables can attract the required investments cost-efficiently.


https://www.gov.uk/government/speeches/amber-rudds-speech-on-a-new-direction-for-uk-energy-policy
http://cdn.fleishman-hillard.eu/wordpress/files/2015/07/ETS-Directive-Revision-FH-Analysis-15-July-20152.pdf
https://ec.europa.eu/energy/en/consultations/preparation-new-renewable-energy-directive-period-after-2020
https://ec.europa.eu/energy/sites/ener/files/documents/RED%20II%20Public%20Consultation_0.pdf

FH assessment

+ The challenge firstly for the EU is to establish what exactly a 27% target binding at the EU level
actually means. Squaring the positions of Germany, who as part of the ‘Energiewende’ have
committed themselves to a higher penetration of renewables, with those of the UK and Czech
Republic, who remain vehemently opposed to anything which can be interrupted as the EU trying to
introduce binding renewables targets through the backdoor, will be key, if very difficult.

+ Secondly, creating a suitable market design which can adequately deal with this greater penetration
of renewables will be crucial. The Commission needs to push back on the current trend of
renationalisation of energy policy through, for example, capacity mechanisms and propose new
incentives for smart grids and rewards for flexibility.

2. Energy Efficiency
EU Progress reports

2020: Despite having set energy efficiency targets of 20% by 2020, the EU is falling short and looks set to reach
only 17.4% primary energy savings by 2020.

2030: Looking ahead, in October 2014, the European Council agreed to an EU indicative target of an at least
27% improvement in energy efficiency by 2030, possibly rising to 30% based on a Commission review. The
Commission will release a legislative proposal to achieve this 2030 energy efficiency savings target in the
second half of 2016. The primary focus of the Commission’s actions in the energy efficiency will be on the
buildings sector.

FH assessment

+ Although regularly referred to as “the low hanging fruit” for Europe’s climate and energy challenges,
from a public policy perspective, delivering on energy efficiency has proved much more difficult than
outlying its numerous benefits.

+ “It's the financing stupid!”: The chief obstacle remains financing, with Member State authorities
remaining reluctant to provide short term loans for renovations in the buildings sector. Battles
between Energy and Finance Ministries are prevalent, with Finance Ministries take money from the
national coffers for these loans. Subsidiarity is also a major issue and while the targets are agreed at
EU level, the building renovations themselves taking place at the local level, involving mostly local and
regional authorities.

+ Looking ahead, unless Member States and local authorities can crack these financing and subsidiarity
challenges associated with energy efficiency (not to mention the difficulty of getting individual
homeowners to move forward on renovation — the ‘hassle factor’), no major breakthroughs can be
expected. Indeed, the heated debate on whether the energy efficiency target for 2030 should be 27%
or 30% seems largely redundant compared to these twin challenges.

3. Afully Integrated Internal Energy Market

With regard to the 10% electricity interconnection target for 2020, 22 Member States are on track. However,
interconnectors are still needed to further deepen the internal electricity market as in gas and electricity major
price differentials remain between Member States and regions. The Commission is clear that this is caused by
two reasons 1) the effects of long term contracts and 2) missing interconnectors.

Looking ahead, the Commission has proposed to extend this current 10% interconnector target to 15% by
2030.

FH assessment
+ In 2011 Heads of State recognised the importance of having an internal energy market in place and
set a clear date for its completion by 2014. However, the EU woefully missed this 2014 deadline and
while gas progress has been made, a lot still remains to be done in order to have a fully integrated
internal energy market.



+ Better infrastructure connections will drive down prices, something the EU badly needs as EU
consumers and industries still pay some of the highest electricity prices in the world on average. In
fact, according to Commission documentation (Slide 4) accompanying the report, when it comes to
industry, only Japan has higher electricity prices for energy.

+ The forthcoming new market design package has the potential to be the most important part of the
Energy Union — if the EU can answer the questions that large-scale intermittent renewables and
national capacity mechanisms pose to the internal market then a number of the major challenges will
be easier to deal with.

4. Energy Security

The Staff Working document on ‘European Energy Security Strategy (EESS)’ accompanying the SOTEU report
gave an assessment of the four pillars of the EESS strategy. In gauging the resilience of the European gas
sector, it notes that the level of resilience and preparedness has improved significantly since the first major
Russia-EU-Ukraine gas dispute back in 2009.

Looking ahead, as part of its ‘Gas Strategy’, to be released in February next year, the Commission will propose
a revision to the Gas Security of Supply Regulation. Accompanying this will be an LNG and gas storage strategy,
and a review of the current setup with regard to intergovernmental agreements in gas.

FH assessment

+ Overall, we can see that the EU is in a much better situation today, something which was
demonstrated in a report published following the Commission’s October 2014 Stress Tests. This
report analyzed the effects of a possible partial or complete disruption of gas supplies from Russia.

+ However, today, a number of Member States in the Baltics and Central and Eastern European region
still remain entirely or predominantly dependent on gas supplies from Russia, most notably Bulgaria,
Czech Republic, Estonia, Finland, Hungary, Latvia and Slovakia. More still needs to be done to bring
new sources of gas supply to the region and improve connectivity of gas supply in the region. Regional
cooperation, in particular the Central and South Eastern Europe Gas Connectivity High Level Group
(CESEC), which seeks to promote projects that help diversify gas supplies in the region, are key to
overcome these challenges. Elsewhere, more LNG terminals, akin to the recently opened Klaipeda
LNG terminal in Lithuania, will bring new sources of gas supply to a region which continues to remain
overly dependent on a single gas supplier.

+ The key test for the Energy Union, and EU energy unity overall, will be the North Stream pipeline. The
Commission acknowledges this in its SOTEU report, explicitly stating “If built, Nord Stream 3 and 4
would not give access to a new source of supply and would further increase transmission capacity
from Russia to the EU”. While the project has the support of a number of large Member States, it is
clear that from an EU wide security of supply perspective, the project is not optimal; although it
would diversify supply routes, would not diversify suppliers (still Russian gas) nor counterparts (still
Gazprom).

5. Research and Innovation

Achieving the EU’s climate targets will require much innovation and the breakthrough of new low carbon
technologies. At present, it remains too early to assess whether the EU’s efforts to promote research and
innovation via schemes such as the SET plan, financing under the European Fund for Strategic Investments and
the new proposed ETS Innovation and Modernisation Funds will lead to these necessary breakthroughs.


http://ec.europa.eu/priorities/energy-union/docs/energy-union-1-year_en.pdf
https://ec.europa.eu/energy/sites/ener/files/documents/3_EESS.pdf

3. Governing the Energy Union

Perhaps most interesting of the whole SOTEU is the clarification the Commission gives on how the Energy
Union will be governed and how the EU renewable and energy efficiency targets for 2030 will be achieved. At
present, it remains unclear exactly how much scope the EU will have to enforce these targets in particular in
Member States.

In its SOTEU, the Commission says that it plans to “anchor” governance in legislation through a single
legislative proposal that would streamline all energy and climate reporting requirements for 2030. By coming
forward with a legislative proposal that must go through co-decision, the Commission is guaranteeing the
involvement of the European Parliament who feels that they have been overlooked throughout the Energy
Union discussion process.

The governance of the Energy Union will be based predominantly on the Member State’s integrated national
climate and energy plans. The Commission says that preparatory work should begin immediately and that they
must be operational before 2021. A guidance note annexed to the SOTEU gives a clear outline of what
Member States need to provide. The document launches and explains the main steps of the gradual process
from now until what the Commission hopes will be the finalisation of national plans in 2018. The national plans
will include “the main roles and tasks of both Member States and the Commission”.

Process
Looking ahead, according to the Commission, the process for the governance of the Energy Union will be the
following:

= 2016: The Commission will present a legislative initiative on streamlining the planning and report

requirements and present a template for the structure of these national and energy climate plans in
2016. Interestingly, these plans should cover the period 2021 to 2030, including a perspective until
2050. By autumn 2016 Member States should present their integrated projections.

= 2017: Draft national plans should be presented by Member States to the European Commission by
2017. The Commission will issue recommendations on the draft national plans and present them in
subsequent SOTEU addresses.

= 2018: Final plans should be submitted to the Commission.

= 2020 onwards: Member States should provide progress reports every two years on the
implementation of national plans starting in 2020. National plans will only be updated once during the
period 2021 to 2030.

For more information see: Timeline for developing national and climate plans in pg. 9 of this document.

FH assessment
+ This is where we could see significant political disagreement between different groups and member
states and the Commission, with the European Parliament adding a further level of complexity. A
protracted argument over competence is likely, though the 2014 Council conclusions mean those
Member States who object to national targets are in a strong position, Germany will push hard on the
need to meet the EU wide renewable and efficiency targets. Elsewhere, Poland will likely object to
any reference to 2050.


http://europa.eu/rapid/press-release_MEMO-15-6106_en.htm
http://europa.eu/rapid/press-release_MEMO-15-6106_en.htm

4. 2016 ‘A Year of Implementation’. Key Legislation in the
Pipeline

“2016 will be an important year, in which the strategic vision of the Energy Union Strategy will be

translated in EU level legislative initiatives” - The State of the Energy Union Communication 2015

The following is an assessment of the key pieces of legislation, all included as part of the European

Commission’s Energy Union Strategy, that we can expect in 2016. Indeed according to the Commission

Communication, 90% of legislation on the Energy Union will be released by the end of 2016.

1. Decarbonisation

@)

Proposal on non ETS sectors: The effort sharing decision proposal will cover buildings,
agriculture and the de-carbonisation of transport. The Commission will propose legislative
proposals to achieve a 30% reduction in these non ETS sectors by 2030.

Renewables 2030 targets: The European Council Conclusions of October 2014 set the EU
renewables target for 2030 at 27% binding at the EU level but not binding at the individual
Member State level. Proposals to achieve this are expected in the second half of 2016. A
consultation ‘Preparing for the New Renewable Energy Directive’ has been launched. It will
run until 10 February 2016.

Including Land use, Land Use Change and Forestry (LULUCF) in the 2030 Framework: A
consultation on including agriculture, forestry and other land use in the 2030 Framework
closed in June 2015. The consultation suggests that the sector could be included in a future
Effort Sharing Decision (ESD), a policy that currently regulates emissions from non-industrial
sectors such as agriculture, transport and buildings. Alternatively, LULUCF and non-CO2
emissions from farming could be merged into one pillar.

Sustainability criteria for biomass: The Commission is expected to come forward with a
proposal for sustainability criteria for biomass in the post 2020 period. This proposal has long
been on the table but has been constantly push back the European Commission. It now likely
that a proposal on this political sensitive issue will come in 2016.

2. Energy efficiency

o

o

Energy Efficiency Package: The European Council Conclusions of October 2014 set an
indicative target for 2030, thus non-binding. Looking ahead, the Commission recently said
that the target will likely be 30% for 2030, up from the 27% agreed by Member States in
October. The energy efficiency package is expected to focus on Article 6: ‘Purchasing by
public bodies’ and Article 7: ‘Energy efficiency obligation schemes’. Separate proposals to
update the Energy efficiency in buildings will also be published. On buildings, the
Commission wants to ease access to financing.

Heating and cooling: A strategy dedicated to heating and cooling is planned for early 2016.
The strategy will seek to identify solutions and measures to reduce demand for heating and
cooling in the residential, tertiary and industrial sectors.

3. Afully integrated internal energy market

@)

Electricity market design: Following on from the July Communication, the Commission is
expected to come forward with a legislative proposal in July 2016. A consultation on new
market design recently closed. The Commission will push back on the renationalisation of
energy policy through for example capacity mechanisms and propose new incentives for
smart grids and rewards for flexibility. Among the objectives of this legislation will be to have
better linked wholesale and retail markets; more regional cooperation and cross border
trade; and developing short-term and long term markets to send the right investment signals
for modern technologies to both producers and consumers of electricity.


http://ec.europa.eu/clima/policies/effort/index_en.htm
https://ec.europa.eu/energy/en/consultations/preparation-new-renewable-energy-directive-period-after-2020
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:52013SC0446:EN:NOT
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:52013SC0451:EN:NOT
http://europa.eu/rapid/press-release_MEMO-15-5351_en.htm
https://ec.europa.eu/energy/en/consultations/public-consultation-new-energy-market-design

Review of Agency for the Cooperation of Energy Regulators (ACER): In its Energy Union
Strategy, the Commission is clear that ACER requires a “significant reinforcement of powers
and independence”. That would allow it oversight “as European regulator” of the EU’s
internal energy market and “deal with all cross-border issues necessary”. At present, ACER
currently only takes decisions at the request of national regulators. It acts through non-
binding recommendations and decisions.

15% electricity interconnector target by 2030: A follow on to the Council Conclusions, the
Commission should come forward with report on how the EU can achieve a 15% electricity
interconnector target by 2030.

4. Security of supply

@)

Revision of the Security of gas supply regulation: A consultation on this closed in April 2015.
A report published following the Commission’s October Stress Tests, which analyzed the
effects of a possible partial or complete disruption of gas supplies from Russia, indicated that
Europe was rather well prepared but that there remains areas where “better
implementation can further bolster Europe’s security of supply situation”. The review is
expected to focus on these areas. It is likely to propose preventive and emergency plans at
regional and EU level, including Energy Community contracting parties.

Revision of the decision on intergovernmental agreements: The Commission says it should
be involved in the negotiation of energy agreements before they are signed rather than post
as stipulated in the current Regulation.

Revision of the Security of electricity supply: The Commission will propose a new legal
instrument on security of electricity supply designed to enhance transparency, ensure a
common approach and better address cross border solutions. This will be integrated with the
aforementioned electricity market redesign.

5. Governance

@)

In 2016, the Commission will come forward with a proposal on streamlining planning and
reporting obligations related to energy and climate. The Commission will also come forward
with guidance on how to strengthen regional cooperation in the broader sense and how the
Commission can facilitate regional approaches.


https://ec.europa.eu/energy/en/consultations/consultation-revision-regulation-eu-no-9942010-concerning-measures-safeguard-security

5. The thoughts of Fleishman’s experts

Matt Hinde,

Head of FleishmanHillard Energy Practice:

“The SOTEU is more than a progress report; it represents the start of the legislative process that will
dominate the next 2 years. The Commission now needs to move forwards with proposals to improve
security of supply and to work out how it can meet EU-level targets for renewable and energy
efficiency without national targets”.

“Of key importance is the need for a new market design that cost effectively integrates intermittent
renewable energy into the internal market, progressively reducing the cost of support systems and
dealing with the question of how national capacity mechanisms can operate whilst maintaining the
integrity of the cross border market”.

Jean-Arnold Vinois,

Advisor to FleishmanHillard

Former Acting Director of Internal Energy market, DG Energy, European Commission

“I very much welcome today’s SOTEU. Above all else, | hope it raises awareness that there is a clear
lack of strategy in Member States Climate and Energy plans post 2020. Indeed, according to the
Commission’s report, two-thirds of Member States have no national strategy beyond 2021. It is clear
that there has been a lack of reflection by Member States on this and it is going to prove difficult to
get the denominator right at EU level”.

“Looking ahead, the willingness to bring about a real Energy Union will be tested with projects like
Nord Stream 2. This project has clearly divided Member States and there is the risk of there being an
inopportune division of the Member States vis-a-vis a key supplier”.

Chris Davies,
Advisor to FleishmanHillard
Former Member of European Parliament

“This is a package that will force Member States to put their thinking caps on and put down on paper
how the will achieve the 2030 goals. The national energy and climate plans are supposed to provide
long term certainty to investors and that’s a tall order”.

“However, the Commission’s call for the inclusion of a 2050 perspective is so vague that MEPs are
certain to want to add their own voice”.
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Annex

Stakeholder Reactions

Overall, stakeholders reacting to the State of the Energy Union report seem to agree that progress has been
made but that much remains to be done.

o

From the industry’s side, the report was treated as an opportunity to put forward their own
expectations for the upcoming 2016 legislative proposals.

Environmental NGOs were united in their criticism of the Commission’s focus on gas over renewables
as an important part of the energy transition. In this, their stance is not much changed from when the
Energy Union was first launched in February 2015.

The major European parliamentary groups welcomed the report in their press releases, but each also
emphasized the areas in which they think further progress is possible.

Industry & NGOs

Overall, industry welcomed the State of the Energy Union report, but was also quick to communicate
what concrete issues they feel must be addressed when legislation starts to come out next year. For
example, EURELECTRIC welcomed the report, calling it “a renewed opportunity for Member States to
coordinate their national policies and pool resources, delivering secure, competitively priced and
sustainable energy for citizens and businesses within an integrated EU energy market,” and voicing its
support for the development of a holistic governance system to achieve the EU’s 2030 climate and
energy targets. The statement also called for swift action within the scope of the Energy Union in
many areas, including the acceleration of the integration of electricity markets, and the development
of cost-effective interconnection capacity so as to enable the single electricity market. EURELECTRIC
also called for the Energy Union process in the future to focus more on exploring ways to make
support for energy-related policies less “distortive and burdensome” on power bills.

Eurogas also welcomed the report, while emphasizing that more needs to be done with regards to an
interconnected energy market in all parts of Europe. It also highlighted the need to put consumers at
the centre of EU energy policy. Eurogas Secretary General, Beate Raabe, said in a statement: “Eurogas
fully supports the objectives of the Energy Union. We note that the Commission aims to move away
from an economy driven by fossil fuels and would urge the distinction in this context between gas and
higher carbon fuels if we want to see a cost-efficient, market-based transition to a sustainable, low-
carbon energy mix.”

On Twitter, Statoil ASA and its Head of EU Affairs, Anders Marvik, welcomed the report, and especially
the focus on the North Sea region. They also pointed out that innovation is key to accelerating energy
transition, and asked the Commission to evaluate the Innovation Principle for EU policy making.

Key actors in the renewable energy sector (including Solar Power Europe and EWEA) issued a joint
statement in which they emphasized the importance of a robust and reliable Energy Union
governance system, welcoming the Commission’s commitment to ensure the implementation of 2030
targets by securing the governance of the Energy Union in legislation. For the legislative proposals on
renewables expected next year, the signatories highlighted that they wish the new Renewable Energy
Directive to include the governance elements relative to renewable energy. They also called for a mid-
term review of Member States’ climate and energy plans to ensure predictability for renewable
energy investors, and asked that these plans should include paths for increasing the share of
renewable energy technologies until 2030.

11


http://www.eurelectric.org/news/2015/eurelectric-welcomes-european-commission-s-state-of-the-energy-union-report/
https://twitter.com/statoilasa
https://twitter.com/StatoilEU
http://www.solarpowereurope.org/index.php?eID=tx_nawsecuredl&u=0&g=0&t=1447940829&hash=7971226d9a330fc0bcbef88f123899e570763860&file=fileadmin/user_upload/documents/Media/151118_RES_statement_-State_of_the_Energy_Union_final.pdf

NGOs

Unsurprisingly, the environmental NGOs were unimpressed by the results of the Energy Union report.
In this regard, their position has not changed since the Energy Union was launched in February 2015.
Imke Lubbeke, Head of EU Climate and Energy Policy at WWF European Policy Office, said that “the
concept remains a vision with blind spots”, pointing out the lack of attention to coal phase-out, the
Commission’s ambitious plans for gas infrastructure and its lack of attention to renewables.

Similarly, Greenpeace EU criticized the Commission for its focus on the role of gas over renewables in
a sustainable energy transition within the framework of the Energy Union. In addition, Greenpeace
expressed concern for the Energy Union’s plan to create an integrated internal energy market while
failing to correct the current market bias in favour of nuclear and fossil energy. Friends of the Earth

voiced similar criticism of the Energy Union’s gas focus and its insufficient energy efficiency and
renewable targets.

Ahead of the speech on 18 November, Council of European Municipalities and Regions (CEMR) and
four other networks of European local and regional governments published an open letter to Energy
Union Vice-President Maro$ Seféovi¢, in which they welcomed steps taken to support local action on
energy policy, but also urging a “change of perspective” and a stronger partnership with cities and
regions in the implementation of EU energy and climate policies.

European Parliament

The Greens/EFA group largely continued the line taken in February, when they called the Energy

Union “an inauspicious start” to the EU’s climate and energy future. Spokesperson MEP Claude
Turmes acknowledged that the Commission has taken encouraging steps forward with regards to
ending fossil fuel subsidies and introducing a binding 30% target for energy efficiency by 2030, yet
also stated that “overall the picture is incomplete”. According to The Greens, the Commission has
failed to outline how the EU is to achieve global leadership in renewables, and missed the chance to
take a firm stance against the Nord Stream gas pipeline project.

The Socialist and Democrats group (S&D) expressed its support for the Commission’s report,

emphasizing in particular the Energy Union’s ability to increase EU energy security, and ensure
affordable energy for citizens and companies. Interestingly, the S&D also highlighted the
Commission’s focus on energy poverty, which is not a topic often discussed in relation to the Energy
Union. The S&D statement also emphasized the importance of enabling an integrated internal energy
market, and the need for binding targets on, for example, energy efficiency.

The ALDE group welcomed the report as an important step in developing a single energy market,
strengthening energy security and reaching EU climate goals, but also stated that “much more needs
to be done by EU countries to reduce dependence on imported fossil fuels and de-carbonise the
European economy”. The group highlighted the failure of many Member States to implement the
targets, and the need for a holistic approach to address this. ALDE MEP Morten Helveg Petersen said:
“We all need to step up to the challenge. The Commission has set out a solid roadmap for progress
but it must remain ambitious and aggressive in ensuring that we deliver on our targets, national
governments have to coordinate and cooperate better, and the European parliament must step up to
our responsibilities to deliver strong support for the crucial legislation that is needed to deliver the
Energy Union over the coming years”.
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needs to be further promoted by Member States.
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IIl.  Wordcloud: The Key Trends

Insight:

e ‘Energy’ takes first place, unsurprisingly, followed by ‘Commission’, ‘Member,’ ‘States’, and
‘European’

e ‘Gas,” ‘Efficiency,’ ‘Market’ and ‘Electricity’ are all featured prominently, reflective of the
Commission’s priorities for 2016, whereas ‘coal’ and ‘renewables’ aren’t visible at all.

e Interesting to see ‘Regional’ featured; emphasis on the importance of the regional dimension of
completely the internal energy market.
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FH Brussels Energy Practice

Energy has become one of the most important policy areas in the European Union. Business critical issues like market
regulation, energy security, climate change, infrastructure, energy efficiency and the development of new technologies
(renewable, nuclear, CCS) are shaped by the European Union and its policies. The FleishmanHillard energy team has specific
experience on communicating on energy issues, working with clients across the sector (gas, nuclear, renewable energies,
electricity production, etc.). Our team is an excellent combination of strategic sector expertise with a strong public affairs
and communications track-record.

For more information about our company and the services the energy team offers, contact Matt Hinde at
matt.hinde @fleishmaneurope.com

FH Brussels Manufacturing & Industrial Team

Industry and manufacturing sectors have always represented an economic area heavily affected by regulation and policy
developments — from emission trading schemes to chemical regulation and industrial standardization. Our Manufacturing &
Industrial (M&I) team is a combination of senior, strategic, sector expertise with practical hands-on communications and
public affairs support. Consultants in the M&I team have a deep understanding of the regulatory framework and potential
impact on manufacturing processes.

For more information about our company and services offered by the M&I team please contact Robert Anger at
robert.anger@fleishmaneurope.com
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