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Energy is a very special object of study: it dei@sa how societies are organized, both
economically and spatially. It defines how we lpmduce, consume and interact. It can be a factor
of cohesion (at national and regional level) busalof a conflict (most frequently in geopolitical
dealings between various nation states).

The EU is nowadayslearly trying to establish itself as a relevanttar in the field of
energy, vis-a-vis member states, its neighborsalsd vis-a-vis European regions. It does so by
providing them with significant resources to finanghat is called in the EU jargon, a “transition
towards a low-carbon economy”. Like every transitithat is about to start, the process is bumpy
and needs considerable means to be deployed. drbthef article we look at how the EU plans to
encourage European regions to embark on low-caneth, through its 2014-2020 cohesion policy.
While prospects seem bright (in respect to previgagramming periods), many questions remain
and will need to be elucidated in the next couplmonths.

In my last contribution regarding the relationvaeen territorial cohesion and energy in the
next programming period of the EU regional poli@p14-2020), | deplored the lack of sufficient
consideration of energy as a factor contributingatas a greater territorial cohesion. This critical
assessment of the EU regional policy was basedhmn Fifth Report on Economic, Social and
Territorial Cohesion published on 10 November 20Ms much as the relationship between
territorial cohesion and energy (in particular @yeproduced in decentralized manner and energy
efficiency) hasn't changed, since the publicatibthe Fifth Report, the European Commission, and
the DG Regidin particular, made significant progress in prémgthe next programming period of
cohesion policy. Many things have changed, alsh vagard to energy.

New regulations for Cohesion Policy

The 2007-2013 Cohesion Policy was governed byt afseiles defined in Structural Funds
Regulations. These included General Regulafionsplementing Regulaticn ERDF Regulatioh
ESF Regulatioh EGTC Regulatiohand Cohesion Fund Regulatioithis package of five acts was
adopted by the Council and the European Parlianmeduly 2006 to define the legal basis for
“pursuing the objectives (...) laid down by artgl£58-162 of the Treaty establishing the European
Communities (...) that the Union should promote @rerall harmonious development and

And in particular, since the adopton of « ClimBteergy Package » in 2008,
http://ec.europa.eu/clima/policies/package/indexhtem
http://ec.europa.eu/regional_policy/sources/dadlofficial/reports/cohesion5/index_en.cfm

Directorate-General for Regional and Urban Polittp://ec.europa.eu/dgs/regional_policy/indexham.

4 Council Regulation (EC) No 1083/2006 of 11 Julp@ laying down general provisions on the EuropRagional
Development Fund, the European Social Fund and Globesion Fund and repealing Regulation (EC)
No 1260/1999;

5 Commission Regulation (EC) No 1828/2006 of 8 Delmer 2006 setting out rules for the implementatadn
Council Regulation (EC) No 1083/2006 laying dowmeeal provisions on the European Regional Develapme
Fund, the European Social Fund and the Cohesiod Bud of Regulation (EC) No 1080/2006 of the Euawpe
Parliament and of the Council on the European Regibevelopment Fund

6 Regulation (EC) No 1080/2006 of the Europeani@adnt and of the Council of 5 July 2006 on thedpean
Regional Development Fund and repealing Reguldfi) No 1783/1999

7 Regulation (EC) No 1081/2006 of the Europeani@adnt and of the Council of 5 July 2006 on thedpean
Social Fund and repealing Regulation (EC) No 178991

8 Regulation (EC) No 1082/2006 of the Europeani@dadnt and of the Council of 5 July 2006 on a Eseop
grouping of territorial cooperation (EGTC)

9 Council Regulation (EC) No 1084/2006 of 11 Juf0@ establishing a Cohesion Fund and repealing IRégu

(EC) No 1164/94
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strengthen economic and social cohesion by redudegelopment disparities between the
regions™®. For the next programming period, the European @ission adopted a draft legislative
package which is designed this time to “reinfotoe $trategic dimension of the policy and to ensure
that EU investment is targeted on Europe's longrgoals for growth and jobs ("Europe 2026%)”

The new legislative package contains: Common Pimw¥, European Regional Development
Fund Regulation, Cohesion Fund Regulation and EaopSocial Fund Regulation13. Those
regulations offer a glimpse into how the Europeam@ission wishes to modify the functioning
and even more, the entire philosophy of the colmgsadicy during the next programming period14.

What will change?

First of all15, new regulations are aimedeaihforcing effectiveness and performance of
the EU cohesion policy This is to be achieved through a greater focusesualts (with a common
and programme-specific indicators, new reportingnitoring and evaluation tools); establishing of
a performance framework for all programmes (withacland measurable milestones and targets,
with a performance reserve that will take some Bf%ational allocations by Member State and
with ex -ante and macro-economic conditionality).

In the same vein, the EU wants to ensure that tefubds are used in more coherent and
strategic way and serve to deliver the Europe 202€trategy objectives of smart, sustainable
and inclusive growth'®. The EU funds allocation will be implemented throughCommon
Strategic Framework (that is a comprehensive investment strategy etigwith Europe 2020
objectives, coherent with National Reform Programraed defined at the EU levePartnership
Contracts (established between the European Commission aed Member States) and
Operational Programmes(defined by Member States in line with Partnersbgmtracts).

Each member state will have at its disposal a oeted menu of thematic objectives out of which
it will have to choose 5-6 key objectives to be teomed it its Partnership Contract with the
European Commission. Those objectives includerdg¢arch and innovation, (2) information and
communication technologies (ICT); (3) competitivemieof Small and Medium-sized Enterprises
(SMESs), (4)shift towards a low-carbon economy, (5) climate chege adaptation and risk
prevention and management, (6) environmental protéon and resource efficiency (7)
sustainable transport and removing bottlenecksinretwork infrastructures, (8) employment and
supporting labour mobility, (9) social inclusiondanombating poverty, (10) education, skills and
lifelong learning, (11) institutional capacity bdilhg and efficient public administrations. As under
Lisbon Agenda, EU resources had to be earmarksgdoific Lisbon objectives, this time around,
the European Commission wishes to introduce a Bpebematic concentration to maximize the
impact of the EU cohesion policy. The Commissiomisanore developed and transition regions to
devote 80% of their ERDF investments on Researdhramovation, Competitiveness of SMEs and

10 http://ec.europa.eu/regional_policy/informatiegislation/index_en.cfm

11 http://ec.europa.eu/regional_policy/what/futpreposals_2014 2020_en.cfm#1

12 On the European Regional Development Fund, tliegean Social Fund, the Cohesion Fund, the Europea
Agricultural Fund for Rural Development and the &pegan Maritime and Fisheries Fund

13 There are also provision for European Globatisaddjustment Fund, European Union Programme &
Change and Innovation, European Territorial Coggaraand European Grouping of Territorial Coopiemat

14 The document doesn't explore the link betweemdiion of territorial cohesion and energy, agthtty so. It's is a
legal proosal, specifying legal basis for the impdaitation of the EU funds. The Fifth Report ondbatrary is a
strategic text and should have explored more thpseific ties.

15 Source for the following chapter: “EU Cohesiani€/2014-2020" - General presentation on propo&als
Cohesion Policy 2014-2020, http://ec.europa.ewrgli policy/what/future/proposals_2014 2020 _en.dfm#

16 http://ec.europa.eu/europe2020/index_en.htm
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Energy efficiency and renewable energy. In lesgeldped regions (currently “convergence
regions” - mostly situated in new Member Stateshef EU, who also benefit from the Cohesion
Fund), 50% of ERDF investments should also go ¢ostime objectives.

The Commission’s ambition is also to further sifypprogramming, management and use of the
EU cohesion funds. This should be achieved thraugkries of measures such as: introduction of
common rules for funds covered by Common Stratégamework Cohesion Policy, and rural
development and maritime and fisheries policy,odtrction of a possibility of having multi-fund
programmes (that include funding from ERDF, ESF @uthesion Fund — an option forbidden in
the current programming period), streamlined dejiveystem, harmonized rules on eligibility and
durability, greater use of simplified costs, lingipayments with results, and last but not least
proportional approach to conttal

The new cohesion policy will also reinforce thengiples of territorial, and in particular, of urban
cohesion (at least 5 % of ERDF resources will beotésl to sustainable urban development; there
will be an urban development platform to help sitreetwork and exchange on urban policy, up to
0.2 % of the annual funding will go towards innavatactions for sustainable urban development,
some additional allocations will be prepared foreomnost and sparsely populated regions).

In an effort to maximize the efficiency and impauft the EU cohesion policy, the European
Commission wishes to extend the use of innovatimantial instruments, especially towards
projects that are likely to generate revenues.fohsubsidies, that will be maintained, maximum
co-financing rates will be of 75-85 % in less deysd and outermost regions, of 60 % in transition
regions, and 50 % in more developed regitns

What will change in regards to energy?

Creation of Connecting Europe Facility

When it comes to the issue of energy, the Commmvistons® propose to set up
Connecting Europe Facility to “encourage the necessary acceleration of dpredat of
infrastructure in transport and energy as well i®rimation and communication technologies
across the Union. The CEF will be fed through Caressund® and will be dedicated to the
implementation of the Union policies for Trans-Euegan Transport Networks of infrastructure
(TENS) in the field of transport, telecommunicas@and energy.

Better coordination (and separation) of Funds foergy

17 This is one of the major changes that would tyresse beneficiaries life. In effect, in manyeirtiews | made in
Poland and France, harsh and excessive auditsamtibls of projects that benefit from the EU supgpgmay a key
role in discouraging actors from applying for the finds.

18 This is also a novelty — the regulation propase@w category of transition regions, with a GRPita comprised
between 75% and 90% of the EU average

19 The original proposal was adopted on 6 Octob#f 2A corrigendum to the proposal was adoptedby t
Commission on 14 March 2012 with the objective @frecting errors and omissions identified in thigioal
version. The latest amended proposal dates batk/@®/2012. Source:
http://ec.europa.eu/regional_policy/what/futurefsals 2014 2020 en.cfm#1

20 “The allocation of the annual appropriations frira Funds and the amounts transferred from the Samé&und to
the Connecting Europe Facility to a Member Stateukhbe limited to a ceiling that would be fixeditay into
account the capacity of that particular MembereStatabsorb these appropriations”. Source: Ameipdegosal for
a REGULATION OF THE EUROPEAN PARLIAMENT AND OF THECOUNCIL laying down common
provisions on the European Regional DevelopmentdFiine European Social Fund, the Cohesion Fund, the
European Agricultural Fund for Rural Developmend éime European Maritime and Fisheries Fund covbyethe
Common Strategic Framework and laying down genamaisions on the European Regional DevelopmentdFun
the European Social Fund and the Cohesion Fundegadling Council Regulation (EC) No 1083/2006 1.




However, the European Commission stresses thertemp® of coordinated project planning
SO as to ensure that project that already berfedits ERDF and/or Cohesion Fund support would
not be submitted for CEF funding. This coordinatstrould also be strictly applied in regards to the
the NER 300 Programme “which uses the revenues faoetioning 300 million allowances
reserved under the new entrants reserve of thepearoEmissions Trading Scheme to co-finance a
wide range of large-scale demonstration projectsadbon capture and storage (CCS) as well as of
innovative renewables technologies across the’EU”

Introducing ex-ante conditionality in the field efergy

The Common Provision also introduces the prinsiptd ex-ante conditionality that
“should be defined to ensure that the necessanyefinark conditions for the effective use of Union
support are in place. The fulfilment of those exeaconditionalities should be assessed by the
Commission in the framework of its assessment efRartnership Contract and programmes. In
cases where there is a failure to fulfill an exeaobnditionality, the Commission should have the
power to suspend payments to the programifrie”) “The Commission shall assess the information
provided on the fulfilment of ex ante conditionigg in the framework of its assessment of the
Partnership Contract and programmes. It may dewitien adopting a programme, to suspend all
or part of interim payments to the programme pepdire satisfactory completion of actions to
fulfill an ex ante conditionality’®>. Annex IV at the end of Common Provisions providelist of
aforementioned thematic objectives and associ&iguined legal arrangements in member states. In
the field of energy (under the heading of “Suppaytihe Shift towards a low-carbon economy in all
sectors), it is required, that by the time theire@ional Programmes are submitted to the
Commission, the Member States have had: transposedational law Directive (2010/31/EU) of
the European Parliament and of the Council of 19 M810 on the energy performance of
buildings, complied with Article 6(1) of Decisiond\M06/2009/EC of the European Parliament and
of the Council of 23April 2009 on the effort of Méer States to reduce their greenhouse gas
emissions to meet the Community’s greenhouse gassem reduction commitments up to 2020;
transposed into national law Directive 2006/32/HGhe European Parliament and of the Council
of 5 April 2006 on energy end-use efficiency anergg services; transposed into national law
Directive 2004/8/EC of the European Parliament ahthe Council of 11 February 2004 on the
promotion of cogeneration based on a useful denratite internal energy; and finally, transposed
into national law Directive 2009/28/EC of the Eueap Parliament and of the Council of 23 April
2009 on the promotion of the use of energy froneweable sources.

The introduction of this principle is not benign.will have a strong impact of Member States
actions when it comes to transposing and implemgnglevant EU legislation, also in the field of
energy. The document specifies that in case whach'eex ante conditionality, established in
accordance with Annex 1V, is not fulfilled at thatd of submission of the Partnership Contract and
operational programme, a description of the actimgulfill the ex ante conditionality and a
timetable for such action should be prepared by bEmStates”.

The lack of compliance will be tantamount to noesscto new funds or a suspension of already
attributed EU funds. This is likely to have a pautarly strong mobilizing effect on legislative

21 Source: Amended proposal for a REGULATION OF THEROPEAN PARLIAMENT AND OF THE COUNCIL
laying down common provisions on the European R&jiDevelopment Fund, the European Social Fund, the
Cohesion Fund, the European Agricultural Fund foraRDevelopment and the European Maritime andefish
Fund covered by the Common Strategic FrameworKayidg down general provisions on the European &ei
Development Fund, the European Social Fund an@ttesion Fund and repealing Council Regulation (E€)
1083/2006 ; p. 127

22 Idem. p.7

23 Idem.p. 32
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frameworks of new member states of the EU, whoueadly lag behind when it comes to legal
adoption of EU acts in the field of energy, and véigo benefit largely from the EU funds. This
new constraint might also explain, why a countke lPoland, the major beneficiary of the EU
funds, is doing all it can to adopt a new Renewd&nilergy Act by the beginning of 2013, in order to
comply with the 2009/28/EC Directive.

Yet the impact will remain limited to two fields wered by the EU cohesion policy that is Energy
Efficiency and Renewable Energy sources. It wilk adfect legislation regarding the Internal
Energy Market or the European Emission Trading &yst

More money for Energy

As mentioned before, the European Commission dedimering-fence EU resources towards
specific priorities during the next programmingipdr As the cohesion policy is thought of as a
tool to deliver “Europe 2020” objectives, a siga#nt amount of funding is likely to be planned for,
among others, the realization of the EU climate endrgy package (that is to reduce greenhouse
gas emissions by at least 20% compared to 1990slereby 30% if the conditions are right,
increase the share of renewable energy in finatggneonsumption to 20%, and achieve a 20%
increase in energy efficienty. Accordingly, out of 80% of their ERDF investmenin Research
and Innovation, Competitiveness of SMEs and Enesffigciency and renewable energy, more
developed and transition regions should seek foteast 20% for energy priorities. In less
developed regions, the percentage should reackast 6%. That was the figure contained in the
initial proposal for cohesion policy regulationsn Quly 11th, 2012 the Committee on regional
development of the European Parliament voted onCibleesion policy package for 2014-2020.
Member of European Parliament have accepted clineat@narking (which includes energy
efficiency and renewable energy use in the housaajor) in the European Regional Development
Fund of 22% for developed and transition regiomsl 82% for less developed regions. Based on
the European Commission budget proposal, this septe 25,4 billion (29 billion if CEE countries
want to include Cohesion Fund in the counting)his is an important increase as compared to the
curren%tsfunding period, where energy stands fores@v% of the overall EU cohesion policy
budget®.

According to the ERDF regulatibhand Cohesion Fund regulatfén funding for energy
will be ensured mainly through the European Redid@evelopment and Cohesion Funds. The
article 3 of the ERDF regulation specifies the sop support: “The ERDF shall support, among
other, investments in infrastructure providing baservices to citizens in the areas of energy,
environment, transport, and information and commation technologies (ICT) (priority b), (...)
development of endogenous potential by supportaggonal and local development and research
and innovation, which (in relation to energy isguedl include support to public research and
innovation bodies and investment in technology applied research in enterprises; and
networking, cooperation and exchange of experidiateieen regions, towns, and relevant social,
economic and environmental actors. As for CoheBiamd, it is planned that in relation to energy;, it

24 Sourcehttp://ec.europa.eu/europe2020/index_en.htm

25 Direct quote from “EP vote on Cohesion PolicgsYo EU support to adaptation of housing for é&jdemnants”,
http://www.eukn.org/News/2012/EP_vote on_Cohesiaticl? Yes to EU_support to_adaptation_of housing_fo

elderly tenants

26 For 2007-2013 period, the overall regional pobadget is 347 billion euro. Source:
http://europa.eu/legislation_summaries/regionalicgfileview and_future/g24246_en.htm

27 REGULATION OF THE EUROPEAN PARLIAMENT AND OF THEOUNCIL on specific provisions concerning
the European Regional Development Fund and thestment for growth and jobs goal and repealing Retonnr
(EC) No 1080/2006, Brussels, 6.10.2011 COM(201%)fgial, 2011/0275 (COD)

28 Council Regulation (EC) No 1084/2006 of 11 M6 establishing a Cohesion Fund and repealingRign
(EC) No 1164/94
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will support: investments in the environment (irdthg areas related to sustainable development
and energy which present environmental benéfits)

Both funds will have the same investment priositigthin the objective of “supporting the
shift towards a low-carbon economy in all sectopgtimoting the production and distribution of
renewable energy sources; promoting energy efficiey and renewable energy use in SMEs;
supporting energy efficiency and renewable energyse in public infrastructures and in the
housing sector; developing smart distribution syst@s at low voltage levels; promoting low-
carbon strategies for urban areas®’. The key actions for investment will include

* Innovative renewable energy technologies, in paldictechnologies mentioned in the SET-
Plan and in the Energy Roadmap 2050, along witha2nt3rd generation biofuels;

» Supporting marine-based renewable energy produadtioluding tidal and wave energy;

* Investment in the wider use of Energy Performancet@cting in the public buildings and
housing sectors;

* Energy efficiency and renewable heating and coolmgublic buildings, in particular
demonstration of zero-emission and positive-endrgitdings, and deep renovation of
existing buildings to beyond cost-optimal levels

» Integrated low-carbon strategies and sustainablkrggnaction plans for urban areas,
including public lighting systems and smart grids.

Both funds will not support the decommissioning rafclear power stations, and the
reduction of greenhouse gas emissions in ins@fiatfalling under Directive 2003/87/ECAlso
while the ERDF will supporefficiency and renewable energy use in public stftectures and in
the housing sector, the housing sector is excludech support through cohesion Fund. Yet,
contrary to the current programming period, thenclea are the ceiling of maximum 4% of ERDF
for investing in energy efficiency in housing wiké lifted, enabling European regions to put greater
financial resources on this objective

Additionally, the EU funds will serve the purposkhelping climate change adaptation, and risk
prevention and management and supporting sustairitedntsport (through TEN-T, connecting to

TEN-T for only ERDF, environment friendly and lowbon transport systems and sustainable
urban mobility, and development of railway systeths)

As for the European Social Fund (E$FHuring the next programming period it will be desd
also to support the transition towards low-carboanemy®. It will be up to the member states to

29 Council Regulation (EC) No 1084/2006 of 11 M6 establishing a Cohesion Fund and repealinglRign
(EC) No 1164/94, art. 2, p: 8

30 Art. 5, COM(2011) 614 final 2011/0275 (COD) ]2, Art. 3, COM(2011) 612 final/2, 2011/0274 (COP) 8.

31 Presentation “EPEC and Energy Efficiency”, St@aoom 20 November 2012, Budapest, Energy Investibay
in Hungary, p: 17

32 DIRECTIVE 2003/87/EC OF THE EUROPEAN PARLIAMEMIND OF THE COUNCIL of 13 October 2003
establishing a scheme for greenhouse gas emidsievaace trading within the Community and amend@auncil
Directive 96/61/EC

33 Presentation: “Energy and climate change in siohepolicy 2014-2020", Open Days 2011, Agnes KaarRolicy
Analyst DG REGIO

34 Art. 5, COM(2011) 614 final 2011/0275 (COD) 13, Art. 3, COM(2011) 612 final/2, 2011/0274 (CQIp) 9.

35 That is devoted to promoting employment in thk Ehe Fund helps Member States make Europe's amadfand
companies better equipped to face new, global ehgéls. Source:
http://ec.europa.eu/esf/main.jsp?catld=35&langld=en

36 “In terms of scope, the draft ESF Regulation2@t4-2020 proposes to target the ESF on four ‘Hienobjectives’
throughout the European Union: (i) promoting empleyt and labour mobility; (ii) investing in eduaatj skills
and lifelong learning; (iii) promoting social indion and combating poverty; (iv) enhancing insittoal capacity
and an efficient public administration. Each themabijective is translated into intervention catege or
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decide what types of actions will be supportedubiothe ESF and what amounts of financing will
be directed towards the objective of decarbonisatifor some member states, the issue of
facilitating creation of green jobs and green skiéll already tackled in the 2014-2020 perspettive
In new member states, it only becomes groundshfmrght®.

Integration of enerqgy into the overall framework

Energy and climate change will be integrated inpatigramming documents of cohesion policy.
First of all, the aforementioned Partnership Cam$ranust ensure alignment with Europe 2020
objectives (including objective 4). This will be haeved through careful ex-ante evaluation of
actions proposed, identification of main expectedults and of indicative support by thematic
objective at national level (including total amo@mteseen for climate change), design of a table of
milestones and of specific targets for each objetti Then Operational Programmes will have to
contain arrangements to ensure alignment with EBuR§20, such as a clearly designed strategy to
contribute to Europ020; clearly set out priorities, objectives anaaficial appropriations, and
finally output and result indicators. Those oblaggtindicators, in respect to energy, will have to
indicate, for investments financed with ERDF andhé€xon Fund: additional MW of capacity from
renewable energy sources, number of householdsimjitoved energy consumption classification,
kWh/yr decrease of primary energy consumption iblipubuildings, number of energy users
connected to smart grids, and tCO2e of GHG emissidactior{’.

When it comes to evaluation, ex-ante evaluatioop&rational programs will assess contribution of
planned investments to sustainable growth and isasi@ energy action plans at country level.
Each year, each member state will also have ofigeos progress report that provides financial
date, indicators, targets, milestones and ex-aoteliionalities®. Finally progress report (to be
submitted by 30 June 2017 and by 30 June 201%s8léss “progress towards achievement of the
Union strategy for smart, sustainable and inclugrnavth, in particular in respect of the milestones
set out for each programme in the performance fwasrleand the support used for climate change
objectives®?.

What funding instruments available for energy?

While cohesion policy during 2014-2020 will keem @perating through grant-based

‘investment priorities’. In addition, the ESF shdwaontribute also to other thematic objectives sagBupporting
the shift towards low-carbon, climate resilient aedource efficient economy, enhancing the usafofination and
communication technologies, strengthening resea&echnological development and innovation and ecingrthe
competitiveness of small and medium-sized entegptisSource: REGULATION OF THE EUROPEAN
PARLIAMENT AND OF THE COUNCIL on the European Sociund and repealing Council Regulation (EC) No
1081/2006, COM(2011) 607 final /2, 2011/0268 (COR)5.

37 See the UK ESF-Works website on that topicp:Hwww.esf-works.com/themes/climate-change-andioie
carbon-economy/overview

38 See a OECD recent study “Enabling Local Greesw@T1: Addressing Climate Change Effects on Emplaynaad
Local Development” that explores the potential@een Jobs in Poland and that will serve as a lfasthe
preparing FSE programming on this issue in Polatig;//www.oecd.org/cfe/leed/49387595.pdf

39 Presentation: “Energy and climate change in siohepolicy 2014-2020", Open Days 2011, Agnes KaarRolicy
Analyst DG REGIO

40 COM(2011) 612 final/2, 2011/0274 (COD), p: 11

41 Presentation: “Energy and climate change in siongpolicy 2014-2020", Open Days 2011, Agnes KaermRolicy
Analyst DG REGIO

42 Amended proposal for a REGULATION OF THE EUROREPARLIAMENT AND OF THE COUNCIL laying
down common provisions on the European Regionakldg@wment Fund, the European Social Fund, the Cohesi
Fund, the European Agricultural Fund for Rural Oepenent and the European Maritime and FisherieslFun
covered by the Common Strategic Framework and ¢agown general provisions on the European Regional
Development Fund, the European Social Fund an@ttesion Fund and repealing Council Regulation (E€)
1083/2006 ; p. 61
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support, major changes will affect the way grantd ke attributed. It is highly likely that for
physical investment in the field of energy, grastiall be used primarily for the following purposes:
to address market failures; to support innovateahmologies; to support investments beyond cost-
optimal energy efficiency performance (to guarargaergy savings and GHG emission reductions
above "business as usuéf’)

As aforementioned, the next programming budgepammnyod is all about maximizing the
impact of the EU resources. In the field of energwill mean that “investments should be driven
chiefly through private sector (...) Member Stadad regions should make sure that public funding
complements private investment, leveraging it antl arowding it out. In the energy efficiency
sector, options for creating value for energy sgwithrough market mechanisms (in particular
through cooperation with ESCO companies) shoulddresidered first before applying for pubic
support. Also financial instruments can be usegharticular where potential for private revenue or
cost savings is largé” In general, the European Commission position lsansummed up as
follows: look for market mechanisms for funding first. Be imovative and work in
partnerships. When revenues can be generated, wellhelp you with alternative solutions,
such as interest rate subsidies, guarantee fee sudss or innovative financial instruments.
When market is not a solution, some grants will bavailable (but only for the most innovative
and over the edge solutions).

The EC wishes to extend in particular the usennbvative financial instruments, following
the example of JESSICA (Joint European SupporSfmtainable Investment in City Are&s)The
European Commission will try to push member stadasse as much of these new financial devices
as possibl€. The idea is to devote a part of the EU funds tdeaevolving funds (complemented
with national, regional or public funds) that wiéind it to potential investors, preferably public-
private partnerships. As investments generate tgrafid investors can reimburse funds, it will fed
EU or national-wide funds for new investments. Ahd self-enhancing cycle of investment keeps
turning.

This rapid review of what is going to change ie tohesion policy over the next 8 years
indicates that the energy, seen through the priStnaasition towards a low-carbon economy, is
being taken seriously (both by the European Comarisand the European Parliament). It seems
like with more abundant and more targeted funding,EU not only sets ambitious targets but tries
to provide the EU regions with significant finarcraeans to achieve them. Yet, there are many
uncertainties about the final consensus regardimglihg of energy priorities through cohesion
policy during 2014-2020 funding period.

Many uncertainties remain
How much money? For real?

43 Direct quote from the presentation: “EPEC andrgy Efficiency”, Stuart Broom 20 November 2012 dapest,
Energy Investment Day in Hungary, p: 19

44 Direct quote from the presentation: “EPEC andrBy Efficiency”, Stuart Broom 20 November 2012 dBpest,
Energy Investment Day in Hungary, p: 19

45 http://ec.europa.eu/regional_policy/thefunds$/imaents/jessica_en.cfm

46 See point 5.1.6 of Proposal for aREGULATION THE EUROPEAN PARLIAMENT AND OF THE COUNCIL
laying down common provisions on the European R&jiDevelopment Fund, the European Social Fund, the
Cohesion Fund, the European Agricultural Fund foraRDevelopment and the European Maritime andefish
Fund covered by the Common Strategic FrameworKayidg down general provisions on the European &ei
Development Fund, the European Social Fund an@ttesion Fund and repealing Council Regulation (E€)
1083/2006http://ec.europa.eu/regional_policy/saafdmmcoffic/official/regulation/pdf/2014/proposaksgulation/gen
eral/general_proposal_en.pdf.
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Although it looks like in relative terms the envpé devoted to energy might be
considerably increased during the next programmiegod (an increase from the current 2.7% of
the overall EU cohesion policy budget to 22% in enaleveloped regions and 12% in less
developed regions), the actual and real amounagbart for energy will only be known at the end
of negotiations about the next Multiannual FinahEramework.

The last summit that gathered EU leaders on theeisé the EU budget, held on 23 November
2012, didn't bring any consensus — only a decisompostpone final decisions. But what was
already visible was the difference between the pemo Commission original proposals and the
proposal presented by the President of the EU Gbdeoman Van Rompuy.

Proposed budget 2014-202( EC proposal (10-2011) Van Rompuy

for the period 2014-2020 (e 2ltem EUIRY) proposal (nov 2012)
(in billion EUR)
Overall cohesion Policy 376 320,1
Budget
Less developed regions 162.6 161,4
Transition regions 38.9 31,4
More developed regions 53.1 50,8
Cohesion Fund 68.7 66,4
Connecting Europe Facility EUR 40bn 41,2 bn
for transport, energy and . p 4§ i fenced inside th
ICT Cohesion Fund)

Sources: REGULATION OF THEEUROPEAN PARLIAMENT AND OFHE COUNCIL on the European Social Fund and
repealing Council Regulation (EC) No 1081/2006, COM@01607 final /2, 2011/0268 (COD), p. 5;

http://www.euractiv.com/euro-finance/van-rompuyish950-budget-pro-news-516056

The minimum of 17 billion Euro was an amount estedaaccording to the European Commission
original proposdf. It will now be adjusted, following financial diftution to less-developed
regions, transition regions, more developed reganmtscohesion fund. The final amount might turn
out to be less impressive that what was originegected.

Also regarding the Connecting Europe Facilitysithard to predict at this stage how much money
will be available for energy projects. For this gatitem, the figures are also constantly changing.
Between a budget proposal presented by the Présiieghe European Council on 14 November
2012 and the one presented on 23 November 2012 (alfehe summittransport envelope went
from €29,660 billion to €26,948 billion; telecommaations from €8,323 billion to €7,175 billion
andenergy from €8,266 billion to €7,126 billion

47 Presentation: “Energy and climate change in siohepolicy 2014-2020", Open Days 2011, Agnes Ka&erolicy
Analyst DG REGIO
48 http://www.euractiv.fr/feconomie-et-finance/lasypositions-de-van-rompuy-pour-le-budget-2014-202@10.html
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Energy through the “low-carbon economy” objective

Energy investments will be eligible for supportder the priority 4 that is supporting the
shift towards low-carbon economy. Put this way, iechanisms does not seem to be problematic.
Yet, the principle and imperative to base the Eldnemic growth on premises of low-carbon
economy it far from being taken for granted in B member states. Suffice to say, that for a
member state like Poland the entire EU climateematgy policy is seen as an anathema to its coal-
based economy. As Thomas Spencer summed up: “Pola@sdthe only country to veto the
Commission’s Climate Roadmap in June 2011, whicst cacertainty over the development of
climate policy beyond 2020 (...) Poland has likewisdicated its reluctance to consider the policy
implications of the Commission's 2050 Energy Rogulnsaich as the establishment of post 2020
policy measures for low-carbon energy and emissi@uiictions (...) Poland is also strongly
opposed to short-term moves to strengthen climaley such as the withdrawal of surplus
allowances from the emissions trading scheme (E*¥SYow Polish government is even opposing
the EU initiative to set post-2020 targets for rgakle energy sourc
Rather than programming its cohesion funds undex-t¢arbon” heading in the 2014-2020 period,
the Polish government will attempt to negotiate fimeire cohesion policy for Poland under the
principle of “low-emission economy”, a notion mugitore neutral and more acceptable for Polish
authorities. The question that lingers is whethee European Commission will “buy” this
manoeuvre? Will it accept Polish proposals to deuwbe required 12% of ERDF towards low-
emission investments? And what will happen if tBeropean Commission insists on
decarbonisation objectives? Will Poland get lessieyooverall? And what will happen if other
countries (Czech Republic for instance) follow Buit

Challenges ahead in regards to programming of gnevgstments

Unfortunately, throwing more money (if there wide indeed more money) towards the
objective of low-carbon economy will not gurantagamatically expected results. The issue at
stake is how the money available will be programnneahaged and effectively spent.

If in Western Europe, transition towards low-aarbeconomy is a widely accepted
imperativé’, energy is not yet so much an issue for new mensbetes. For “catching-up”
European economies, the priority goes towards hba$iastructure: roads, railways, basic public
services infrastructures etc. For those countfi@%p of all ERDF allocations is way to much for
energy, and if they will be able to re-allocatesthdéunds towards other priorities and operational
programmes, they won't hesitate to do so. So tlaleciye for the European Commission is to
ensure that the money actually goes to where mldhgo, and in addition, it goes to genuine and
sustainable projects, likely to generate significasults in terms of CO2 emission reductions.

Also, what is not clear at this stage is howadlmns for low-carbon investments will be
assigned at sub-national level. Aforementioned B2fh 22% were to be set at each country level.
How countries will decide to divide these envelop@gheir regions is an open question. Will it
depend on how much each region will ask? Or willisien be taken at state level, according to
national prerogative? This is a relevant questidfrin-all other priorities member states and regio
already have some significant programming expeeglwv-carbon economy is a new one and will
require new ways of thinking and programming.

One could argue that this is not really an oldet&2007-2013 cohesion policy has already

49 “Time for a grand bargain with Poland on energgt alimate”, Spencer T, European Energy Review, 8dW2012,
http://www.europeanenergyreview.eu/site/pagina. b 72&zoek=Poland%20veto

50 http://www.euractiv.com/climate-environment/einisters-odds-2030-renewable-news-516415

51 See current discussion on “Energy TransitiorFrance
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introduced funding for renewable energy and eneffjgiency projects. But it is one thing to

programme 2,7% of ERDF at a regional level, andterao plan spending of some 22%. During
current programming period, it was done in an ad-hnmde, with some priorities and calls for
projects for renewable energy and energy efficiepmjects in public facilities and for private

companies. Rare are example of countries and regiudrere programming of energy investments
followed a clearly defined and coherent regionargg strategy.

This time around, spending respectively 12% s ldeveloped regions and 22% in more
developed regions will require first: knowing regab potential for renewable energy production
and energy savings; assessing regional needs & tfneo fields, and finally imagine how EU
regional policy can actually be used to answerahe=eds (obviously, in areas where market fails
and can't deliver expected results, or in areagavimmovation needs to be stimulated with public
funding). That means, no less, no more, a needefgional energy strategies, prepared either at
each region’s level or crafted at state level, BgiBnal Development Ministry. In some countries,
the exercise won't be particularly complicatedGermany, Landers have been dealing with energy
issues for the last 20 years now. In France, tten@le | and Il (Article 68[1]) laws introduce an
obligation to realise a Regional Scheme for ClimAteand Energy (le Schéma régional climat air
énergie - SRCAE). The document is coordinated leypitefect in the region and the President of
the Regional Council (in dialogue with all involvedtors). To establish a SRCAE each region
needs to prepare: an inventory of CO2 emissionsem@rgy assessment, an assessment of
renewable energy potential, an assessment of ensayyngs potential and its possible
enhancement, and an assessment of regional aityqiilen, the document specifies a scenario for
2020 (t is coherent with the commitments towards HU “3x20” objectives and “Factor 4”
objectives to achieve in the field of renewablesl @mergy savings) and a climate adaptation
scenario. Finally, the SRCAE sets tools for momigrand evaluation of the plan (environmental,
economic and social indicator$) Therefore, it becomes de facto a blueprint fagpamming of
the EU funds in the area of energy and will undediyt be used for that purpose by regional
authorities in those regions that have already gpah&o complete the plan.

The challenge of programming energy-related invests will be particularly acute in those
regions that a) have absolutely no competenciestbeessue of energy (even for questions linked
to decentralised energy production and energyieffay to be achieved locally), and/or b) have no
experience or legal tools to organise adequateygmpelicy on their territory.

The EU could help those regions in many ways. kstance, for the next programming period, the
European Commission “wants national and regiontiaities across Europe to draw tgsearch
and innovation strategies for smart specialisationso that the EU’s Structural Funds can be used
more efficiently and synergies between different, Eldtional and regional policies, as well as
public and private investments, can be increasedl $mart specialisation means strengthening
regional innovation systems, maximising knowledga/$ and spreading the benefits of innovation
throughout the entire regional economy. In the Baam Commission’s proposal for cohesion
policy in 2014-2020 it will be a pre-condition fasing the European Regional Development Fund
(ERDF) in 2014-2020 to support these investmetituring the current programming period,
some regions have used their Regional Innovatiorateffies required by the European
Commission* to implement regional strategies in the field négy. The French Region of Nord-
Pas-de-Calais for example, inscribed two energgtedlinitiative in its RSI, namely, establishing an
applied research pole “Motors and Electrical Devider Energy Efficiency” (also partially

52 http://www.rac-f.org/Note-de-position-du-RAC-E-€CLER

53 “COHESION POLICY 2014-2020 - The European Consiis adopted legislative proposals for cohesioicpol
for 2014-2020 in October 2011. Research and Inmmva&trategies for Smart Specialisation”. Factsheet

54 http://ec.europa.eu/regional_policy/newsroonaitlefm?id=202
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financed through regional ERDF)55, and creating eatre for research (pole d'excellence)
“Energy2020”56. The trouble with Regional Reseamhd Innovation Strategies for Smart
Specialisation (RIS3 strategies) is that they ‘thwh each country/region’s strengths, competitive
advantages and potential for excellence”. Yet, Ih@&aropean regions have particular strengths in
the field of energy. So it will definitely be a preus tool for those regions that have already
elaborated energy projects and have significantrabbr knowledge-based advantages.

Regions could also use initiatives that exist atEu level and that aren't necessarily linked & th
EU regional policy. The Covenant of Mayors is a djabustration. This is “the mainstream
European movement involving local and regional arties, voluntarily committing to increasing
energy efficiency and use of renewable energy ssuan their territories. By their commitment,
Covenant signatories aim to meet and exceed thepan Union 20% C&reduction objective by

2020757. All Covenant signatories engage to pre@aiaseline Emission Inventory and submit,
within the year following their signature, a Sustble Energy Action Plan outlining the key actions
they plan to undertake. This SEAP might indeed bexa basis for programming spending of EU
funds for 2014-2020 period. But here again, alttmotige initiative targets regions, it is mainly
designed for European Cities and there are fewonsgihat decided to join in. In addition, signing
the Covenant of Mayors is tantamount to commit tawadmeeting AND exceeding the European
Union 20% CQ@ reduction objective by 2020”. This again, mighoye virtually impossible in

some European regions which are not entirely irc syith the EU decarbonisation objective (see
the region of Silesia in Poland, where its econ@ng energy sector are still based largely on coal
exploitation).

Conclusion:

There is not doubt that the European Union attertgpsteer economic development of the
EU regions according to the principles of low-carleronomy. One of the tools towards this goal
will be a greater share of EU funds for this ohjextin the 2014-2020 programming period of
cohesion policy. Nevertheless, as argued befori@éingumore money on the table is not enough to
ensure all regions will jump on the bandwagon @f-larbon growth. First obstacle is the issue of
compatibility between the EU objectives and songgores' growth foundations. Some regions still
heavily exploit their fossil energy resources argraluctant to be told to do otherwise. The second
obstacle might be the difficulty with efficient g@amming and spending of all energy-related
resources available. This exercise will requireiaeg to: spent additional human and financial
resources to assess their energy-related potewhtialy investment plans, target on the most
innovative and most region-tailored-made solutiomgrk in partnerships with all relevant
stakeholders in the region (public and private &l ws NGOSs), find ways to design and use
innovative financial instruments, integrate andreege sustainable urban development plans (that
will comprise integrated actions to tackle the emuit, environmental, climate and social
challenges)58... etc., etc. If all EU regions hagsthcompetencies, there would be probably no
need for the EU cohesion policy. But clearly iht the case, and divide between those “who know
how to do” and those “who don't” still runs betwe®id” and “new” member states of the EU.
Even EU-funded projects for exchange of good prastin the field of regional energy planning do
not deliver expected results as for filling the gap they mainly gather member states from the
“EU-15".

55 http://www.pole-medee.com/

56 http://www.energie2020.fr

57 http://www.conventiondesmaires.eu/about/coven&mayors_en.html

58 According to the EC legislative proposal, thasgons will be financed with at least 5% of ER@Saurces. Source
- Presentation: “Energy and climate change in dohgwolicy 2014-2020", Open Days 2011, Agnes Keleme
Policy Analyst DG REGIO
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The final shape of the EU cohesion policy, anaitergy components will depend on an agreement
between the European Parliament and the EuropeamcCothe other EU co-legislator. The
Cohesion Policy package is still to be adoptedh®y énd of this year. Once adopted, a series of
official discussions between, on the one handpnatj regional, local authorities and all concerned
stakeholders, and on the other hand, the Europeamtssion will be held. They will tackle the
national and regional strategies for the use afcBiral Funds59. Let's hope some ways to help the
EU regions to better use EU funding for energy @al#lo be included in those discussions.

59

http://www.eukn.org/News/2012/EP_vote_on_CohedRmiicy Yes to EU_support_to_adaptation_of housin
g_for_elderly_tenants



