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The “Green Deal Watch” was launched in 2020 by the Istituto Affari
Internazionali (IAl) with the support of Edison. The aim of the project is
to follow the evolution of the ambitious and cross-cutting “European
Green Deal” strategy towards climate neutrality launched by the Von
der Leyen Commission in December 2019. The “Green Deal Watch”
follows the “Energy Union Watch” that IAl has published from 2015
to 2019 to monitor the evolution of the energy and climate policies
under the previous legislature. The multiple ramifications of the Green
Deal will now be read along four dimensions — ‘driving the green deal’,
‘greening industry’, ‘supporting the transformation’, ‘strengthening
security and diplomacy’. |Al will cover the debate among national
and European stakeholders and report the key dynamics in order to
help the reader better navigate the challenges and opportunities of
the implementation of the European Green Deal (EGD). The Watch is
produced on a quarterly basis, collecting official documents, public
information and open source data, which are processed and analysed
by the IAl team.
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This is the third issue of the Green Deal Watch, a quarterly report
produced by the Istituto Affari Internazionali (IAl) with the support
of Edison. This publication aims at monitoring and analysing the
initiatives launched by the European Commission and discussed by
the EU institutions and Member States under the umbrella of the
Green Deal.

This Green Deal Watch will cover the new, greater range of topics
anticipated by Commission President Ursula von der Leyen to achieve
climate neutrality by 2050. We present a general analytical Foreword at
the beginning of each publication, followed by the in-depth monitoring
of Green Deal activities, divided according to a breakdown revolving
around a set of four dimensions, designed to match the guidelines so
far expressed by the von der Leyen Commission.

These are:

e Driving the Green Deal, which will look at the macro areas
of Energy and Transport. It will analyse the technological and
policy evolution for renewables, sustainable mobility, and
green gases and hydrogen, with a strong focus on the energy
market (both for gas and electricity) and energy efficiency.



* Greening industry, which will observe and discuss the
reconversion of industry and of energy-intensive sectors in
particular, with specific attention to the role of digitalisation, the
upscaling of new technologies, R&I&D (Research, Innovation
and Deployment) and circularity.

e Supporting the transformation, which will focus on energy
governance, EU financing and funds, the Just Transition
Mechanism and the repositioning of institutions such as the
European Investment Bank (EIB).

e Strengthening security and diplomacy, which will tackle
energy diplomacy aspects with specific attention to the
Mediterranean, Africa, Russia, Asia and the US, as well as
climate security and diplomacy and the role of the EU as a
leader in the fight against global warming.

These four dimensions are followed by an in-depth section, where we
will cover different kinds of content in each issue. This time we look
at the opinion of Jan Ingwersen, General Director of the European
Network of Transmission System Operators for Gas (ENTSOG), in
an interview published after the analysis of the four dimensions. A
Roadmap of initiatives envisaged under the European Green Deal
concludes this report.

This Green Deal Watch aims at providing continuity to the analysis
produced in the 16 issues of the Energy Union Watch (available here),
the quarterly publication IAl dedicated to the Juncker Commission,
which covered the whole five years of activities.


https://www.iai.it/en/ricerche/energy-union-watch
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In the past few months, the EU
has started upgrading its climate
ambitions: European institutions, and
the Commission in particular, have
managed to  deliver a substantial
increase in the targets and tools
available for climate action, coming
close to aligning the EU’s position to the
commitments of the Paris Agreement.
This appears to be the right time for
such a step: among other factors, the
pandemic has shown the frailties of
many carbon-intensive sectors, while
the recovery funds are an opportunity
to promote the green shift that the
Commission was aiming for when the
Green Deal was launched one year
ago. Despite falling short of achieving
the radical change in the level of
ambition that many among NGOs and
environmentalists had hoped for, the
EU is now in a solid position to review its
Nationally Determined Contributions
(NDCs) and to promote key changes in
its energy, industrial and climate plans,
particularly regarding the role of natural
gas and hydrogen. The upcoming
massive set of legislative proposals in
areas such as the automotive sector,
agriculture and energy taxation, as
well as the Climate Law, will be key
to concretely achieving renewed EU
climate aspirations.

Upgrading the EU’s climate target
was the central item of this process,
but it was not an easy task to achieve.
The increase to a 55 per cent emission

reduction target by 2030, compared to
the previous 40 per cent, was agreed in
the Council meeting which ended on
11 December, following an inconclusive
debate among EU member states
in  October.  Negotiations  were
complicated by the opposition of
coal-reliant eastern countries and
particularly of Poland, which was the
only member state not to commit to
climate neutrality by 2050 last year
Reaching a compromise was however
necessary this time, not only to avoid
stalling the Green Deal’s efforts, but
also to present a substantial European
commitment to the 12 December UN
climate talks. The 55 per cent target
was agreed by guaranteeing adequate
financial resources to the countries
which will bear the greatest economic
and social burden of the transition, and
by including nuclear and gas among the
available (but only transitional) options.
The latter condition was demanded
particularly by member states which
have nuclear projects in the pipeline
(such as Czechia) or which could use gas
for short-term decarbonisation (Poland).
Despite the success of the mediation,
the renewed target still falls short of
the higher targets which are recognised
by scientists as compatible with the
objectives of the Paris Agreement (the
Parliament itself had asked for 60 per
cent). While the rapidly falling costs
of renewables and storage options
enhance hopes for a quicker pace of
decarbonisation to 2050, one of the



https://www.consilium.europa.eu/media/47296/1011-12-20-euco-conclusions-en.pdf
https://www.euractiv.com/section/climate-environment/news/eu-leaders-to-decide-tougher-climate-goal-in-december/
https://www.bbc.com/news/world-europe-50778001
https://www.bbc.com/news/science-environment-55276769
https://climateactiontracker.org/countries/eu/

main concerns remains that future EU
negotiations on the “Fit for 55" climate
legislation will be as complicated as
these ones, considering Poland’s and
Hungary’s push for such decisions to be

taken by unanimity.

A smoother political process will
be necessary to deliver the other
tools that will be needed to reach
such targets — in addition to those
already agreed upon by the EU in the
past few months. The approval of the
EU Multiannual Financial Framework
(MFF) for 2021-2027 and of the Next
Generation EU  (NGEU) recovery
instrumenthas mobilised an exceptional
1.8 trillion euros of EU budget which will
be deeply linked to Europe’s climate
vision (an achievement in which the
mediation and contribution of the now
concluded German presidency has
been substantial); the sum of the two
instruments will have to allocate at least
30 per cent of the available funding to
climate action — which increases to 37
per cent when it comes to the 672.5
billion of the Recovery and Resilience
Facility, a subset of the NGEU - and will
exclude fossil fuels from funding (with a
small exception for gas discussed laterin
Dimension 1 — Driving the Green Deal).
Member states will have to respect the
"do _no significant_harm” principle in
using these funds. The draft delegated
acts forthe EU’s green finance taxonomy
that will provide the required guidance
on what is considered “harm” to the
environment, and what is not. The most
recent guidelines by the European
Commission also  discipline  the
utilisation of Recovery and Resilience
Facility funds through national recovery
plans, including the “do no significant
harm” principle. Generally speaking, if
the current draft of the delegated acts
is confirmed, after the initial test period
the taxonomy seems due to represent
one of the key tools to guarantee the
sustainability of MFF and NGEU future
spending.

The taxonomy is also gaining
momentum as an instrument of EU

energy and climate governance, by
offering guidance to national policies
and thus favouring the alignment of
national action and the achievement
of EU targets. Indeed, while the
September 2020 assessment of National
Energy and Climate Plans (NECPs) by
the Commission was largely positive,
it referred to the previous 40 per cent
target. Considering the emphasis put
on the “collective” nature of the 55 per
cent target by member states such as
Czechia, the Commission will thus have
to boost its coordination efforts in the
absence of binding national targets.
This has already started: during the
September State of the Union, the
Commission has already indicated
the adaptation of the Effort Sharing
Regulation (and thus of suggested
national targets) as one of the legislative
proposals that it will present by June
2021 for the implementation of the
new target. The revision of the EU
Emission Trading System (EU ETS) is
also on top of the list, and action has
already been taken in this regard; as the
initiative approaches its new trading
period (which started on 1 January
2021), the Commission has indeed
published a new set of dedicated State
Aid Guidelines to balance between the
correct compensation to sectors at risk
of carbon leakage and the price stability
of the system.

The Commission has also taken
substantial action beyond the EU
ETS, with a strong focus on gas. As
the EU’s climate ambitions are rising, the
potential for the resource to improve its
position in the European energy mix is
increasingly under threat. Low gas prices
and significant availability are however
making gas an appealing option for
short-term decarbonisation with regard
to member states still reliant on coal
(Germany included). While the heads of
states and governments of the EU have
explicitly recognised the role of natural
gas in the transition with the most
recent European Council conclusion
of December 2020, the proposed strict


https://www.euractiv.com/section/energy-environment/news/eu-clinches-hard-fought-deal-on-2030-climate-target/
https://ec.europa.eu/info/business-economy-euro/recovery-coronavirus/recovery-and-resilience-facility_en
https://ec.europa.eu/info/business-economy-euro/recovery-coronavirus/recovery-and-resilience-facility_en
https://www.euractiv.com/section/energy-environment/news/do-no-harm-eu-recovery-fund-has-green-strings-attached/
https://ec.europa.eu/info/business-economy-euro/banking-and-finance/sustainable-finance/eu-taxonomy-sustainable-activities_en#201120
https://ec.europa.eu/info/business-economy-euro/banking-and-finance/sustainable-finance/eu-taxonomy-sustainable-activities_en#201120
https://data.consilium.europa.eu/doc/document/ST-5538-2021-INIT/en/pdf
https://data.consilium.europa.eu/doc/document/ST-5538-2021-INIT/en/pdf
https://ec.europa.eu/energy/topics/energy-strategy/national-energy-climate-plans/individual-assessments-and-summaries
https://www.euractiv.com/section/climate-environment/news/eu-leaders-to-decide-tougher-climate-goal-in-december/
https://ec.europa.eu/commission/presscorner/detail/en/IP_20_1599
https://ec.europa.eu/competition/state_aid/what_is_new/news.html
https://ec.europa.eu/competition/state_aid/what_is_new/news.html

taxonomy rules still representa grey area
for the future expansion of natural gas
projects in the upcoming new wave of
public funding. Whether gas will further
contribute to the 2050 decarbonisation
objective, or whether there will already
be significant stranded assets a decade
from now, will also depend on the
design of the draft taxonomy delegated
acts, where gas power plants might
have to respect an emission limit of
100 grams of CO2 equivalent per KWh
(gCO2e/KWh) in order to be considered
a “transitional” sustainable investment.
This de facto denies this status to all
existing gas power stations in Europe,
whose emission level is some three
times higher, and casts shadows on the
way in which technologies, including
carbon capture and storage, are
included in the underlying assessments.
This represents a rough turn (albeit
still unconfirmed) for the future of the
resource, which was also explicitly
excluded from the Just Transition
Fund. A (perhaps small) compensation
for the gas industry comes from the
debate over the future of another gas
molecule — blue hydrogen. Following
the July publication of a dedicated
Strategy, several member states have
indeed pushed for confirming the
inclusion of non-renewable generated
hydrogen in future EU plans for what
is now considered one of the key
elements for the transition. This has left
a possible role for natural gas in the
generation of the new resource, which
worries environmentalists and some
member states because of its possible
impact on both the climate target
and the promotion of renewables. As
Europe’s attention is quickly turning to
hydrogen, particularly after the launch
of a dedicated Important Project of
Common European Interest (IPCEI),
the debate between blue hydrogen
proponents and opponentswill continue
fiercely, influencing the discussion over
other elements of the Green Deal,
possibly including the taxonomy itself.

The Commission did not however

forget about other key sectors for
the transition, and renewables got
their fair share of attention. The
publication of the Renewable Energy
Financing Mechanism (REFM), which
was part of the Energy Union’s Clean
Energy for All Europeans package,
promotes close cooperation among
member states in the development
of renewables across Europe. As joint
projects will count towards renewable
targets for all participating countries
on the basis of a standard formula, the
scheme will ideally provide another tool
to promote much-needed “collective”
European climate action. In a way
similar to the Kyoto Protocol’s Clean
Development Mechanism, the REFM
also opens the door for EU-wide tenders
for renewables and to support industries
with high potential but low local
support. This is the case, for instance,
for the Polish wind industry, and indeed
wind has also been the protagonist of
the newly released Strategy for Offshore
Renewables. By promoting a 25-fold
increase of offshore wind capacity
by 2050, the Commission implicitly
recognises the growing success of an
industry which has witnessed record-
low tenders (particularly in the UK last
year). While the topic remains open
to further reflections on the most
suitable model for the development
of offshore renewable energy that
fits all the specificities of the EU sea
basins (from the North Sea to the
Mediterranean), the support given to
non-intermittent offshore renewables,
such as tidal energy, could also indicate
their approaching commercial maturity,
perhaps adding another important
component to the future European
energy system.

The launch of the Renovation
Wave Strategy touches on another
fundamental element in such a
system, that of energy efficiency.
The document promotes action in a
sector in which the new Commission
has anticipated a set of initiatives.
Despite the expectations behind the


https://www.euractiv.com/wp-content/uploads/sites/2/2020/12/Declaration-AT-DK-ES-LU-PT-manifesto-IPCEI-hydrogen_clean2.pdf
https://www.hydrogen4climateaction.eu/ipcei-on-hydrogen
https://www.hydrogen4climateaction.eu/ipcei-on-hydrogen
https://ec.europa.eu/energy/topics/renewable-energy/eu-renewable-energy-financing-mechanism_en
https://ec.europa.eu/energy/topics/renewable-energy/eu-renewable-energy-financing-mechanism_en
https://energytransition.org/2020/06/22417/
https://ec.europa.eu/energy/sites/ener/files/offshore_renewable_energy_strategy.pdf
https://ec.europa.eu/energy/sites/ener/files/offshore_renewable_energy_strategy.pdf
https://www.carbonbrief.org/analysis-record-low-uk-offshore-wind-cheaper-than-existing-gas-plants-by-2023
https://www.carbonbrief.org/analysis-record-low-uk-offshore-wind-cheaper-than-existing-gas-plants-by-2023
https://ec.europa.eu/energy/sites/ener/files/eu_renovation_wave_strategy.pdf
https://ec.europa.eu/energy/sites/ener/files/eu_renovation_wave_strategy.pdf

Strategy and the significant target of
doubling the current rate of renovations
that it promotes, the document’s
level of ambition appears still low -
Commissioner Simson herself had set
the bar at three times the current rate
of building renovation in a speech a few
months ago. This is particularly evident
when the Strategy is confronted with
the new 55 per cent emission reduction
target, and when considering the strong
potential for cheap decarbonisation
from energy efficiency. The European
Commission had already highlighted
a gap between the energy efficiency
aggregated ambition of final national
plans submitted so far and the EU-level
target of 32.5 per cent. Taking also into
account the already poor record of
implementation of efficiency measures
across the EU in the past decade, it is
clear that the Commission will also have
to work hard on national compliance
to match the contribution of energy
efficiency to the EU's greater climate
ambitions.

The Commission keeps expanding the
Green Deal vision beyond the core
sectors of the energy transition, for
instance towards chemicals, and again
debating the future of the industry. The
publication of a EU Chemicals Strategy
for Sustainability aims at a “zero-
pollution” objective through a ban of
the most polluting substances; equally
importantly, it also points at supporting
circularity by removing substances which
are extremely hard to dispose of (such
as PFAS) and whose use significantly
increases the cost of recycling. The crux
of the matter here will be achieving
these objectives while keeping up the
production (or imports) of the chemicals
needed for the energy transition (and
for batteries in particular); the success
of the strategy will likely be linked to
the criteria for the definition of “safe
and sustainable chemicals” it aims to
promote, and to the adequate support
measures for their development and
commercialisation.

The Commission is also discussing an

update of the new, general approach
to the EU industrial policy the Von
der Leyen team presented in March
of last year. Indeed, the damage
inflicted by the pandemic to the
already declining European industry
and the deep transformations of the
geopolitical landscape have convinced
the Commission to work on an update
of the March Industrial Strategy, which
has been debated in these months and
which will likely be published by mid-
2021. It will be the seventh attempt at a
European industrial strategy in 15 years;
considering the threat posed by Asian
competition and by the pandemic
crisis, but also the extraordinary
amount of resources now available,
this is an important opportunity for the
Commission to enhance EU industrial
competitiveness.

This is indeed a time when the EU is
reflecting on its position on the global
stage, particularly from a climate and
energy perspective. In these months
the EU has again faced troubles at its
borders, following the tormented Brexit
negations and the continued hostility
of Turkey in the East Mediterranean.
The last-minute Christmas Eve EU-UK
Withdrawal Agreement has indeed
followed months of deadlock, which also
involved fishing rights. The agreement
also has an energy and climate focus,
which will hopefully promote fruitful
cooperation in those areas. Tensions
in the East Mediterranean continue, as
Turkey has extended its surveys for gasin
areas disputed with Cyprus and Greece.
The 11 December Council Summit
confirmed the European condemnation
of Turkey’s actions, already expressed
by some EU member states. Sanctions
are under consideration and High
Representative Josep Borrell will now
have to deliver a report by March 2021
to set in place an adequate course of
action.

From the perspective of climate
change, the election of Joe Biden
as the 46th President of the US has


https://www.europeanfiles.eu/climate/delivering-the-green-deal-in-the-european-energy-sector
https://eur-lex.europa.eu/legal-content/EN/TXT/?qid=1600328628076&uri=COM:2020:564:FIN
https://ec.europa.eu/environment/pdf/chemicals/2020/10/Strategy.pdf
https://ec.europa.eu/environment/pdf/chemicals/2020/10/Strategy.pdf
https://ec.europa.eu/info/relations-united-kingdom/eu-uk-withdrawal-agreement_en
https://www.euractiv.com/section/global-europe/news/turkey-extends-east-med-survey-greece-calls-it-an-illegal-move/
https://www.politico.eu/article/eu-leaders-move-toward-sanctioning-turkey/

boosted hopes for a stronger backing
of the Paris Agreement and for
enhanced cooperation between the two
shores of the Atlantic on climate action.
Last summer Biden indeed endorsed a
zero-carbon objective by 2050, which
matches the EU’s ambitions and timing;
while joint EU-US cooperation will be
fundamental to establishing a compact,
worldwide front in fighting climate
change, it is however not clear whether
(and how much) Washington will be
keen to cooperate on thorny matters,
including methane leakage (linked to
the US shale gas production) and the
regulation of emissions from aviation.

Much has been done in these months,
but more needs to be achieved.
The Commission will have to address
sectors which have not been adequately
considered by the EU’s climate policies
in the previous decades, such as forestry
and, generally speaking, land use -
which will have to be included in the
EU carbon market. Most importantly,
the EU will have to deliver a substantial

reform of the Common Agricultural
Policy (CAP), with the aim to fully align it
with the ambitious goals set in the Farm
to Fork Strategy, which lies at the heart
of the European Green Deal. While the
reform is still at the Trilogue phase, in
November the European Parliament
and EU member states in the Council
agreed on rules for the transitional
period 2021-2022, while 8.7 billion
euros from the NGEU fund will be
delivered to farmers at the beginning
of 2021. However, the contradiction
between the structure of the historically
highly disputed agricultural subsidies
and the Green Deal vision is becoming
increasingly evident, also with regard
to the new Biodiversity Strategy.
Redressing the environmental failures
and overcoming the contradictions
observable in the European agri-food
sector through an effective reform of
the CAP will be a testing ground to see
if the Commission has the tools and
the power to reach the increasingly
ambitious vision it is promoting.



https://www.euractiv.com/section/energy-environment/interview/official-eu-taking-first-steps-to-bring-forestry-into-carbon-market/
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:52020DC0381
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:52020DC0381
https://ec.europa.eu/commission/presscorner/detail/en/IP_20_2236
https://www.euractiv.com/section/energy-environment/news/greta-thunberg-urges-meps-to-veto-farm-subsidies/

DIMENSION 1
ORIVING THE
(GREEN DEAL

10

The discussions over the future of hydrogen and ways to limit methane
emissions have been prominent in this quarter’s EU action under the Green
Deal umbrella, following the publication of both the Hydrogen Strategy
(out this summer and covered by the previous issue of this publication)
and the Methane Strategy (adopted on 14 October). The need to fine tune
the Commission’s vision regarding the future of hydrogen has sparked a
major debate over restricting investments only to zero-carbon renewable-
sourced hydrogen (green hydrogen) or also supporting low-carbon fossil-
fuel-produced hydrogen (blue hydrogen). The 11 December Council
Conclusions “Towards a hydrogen market for Europe” (see below) represent
a compromise. More generally, the rapid advancement of the Green Deal’s
vision has accelerated the long-standing process of reconsidering the
role of natural gas in several components of the EU energy policy. This
reconsideration is taking place through several instruments, including the
revision of the Trans-European Networks for Energy (TEN-E) Regulation, the
criteria for evaluating Projects of Common Interests (PCls) and the role of
natural gas in the Just Transition Fund. Despite such focus on molecules, the
Commission has also been active in other sectors as well; the publication of
the promising Strategy for Offshore Renewable Energy on 18 November
has indeed followed that of the Renewable Energy Financing Mechanisms,
a tool awaited since its launch in the Energy Union’s Clean Energy for All
Package.

Green and blue

Despite the strong emphasis put by
the Commission on green hydrogen
in its July strategy, the still significantly
high cost of the resource has led to
some opening in the European debate
over the possibility of adopting blue
hydrogen in the short to medium term —
a direction supported by member states

such as the Netherlands and Germany.
The move has been justified by the
need for upscaling the use (and the
distribution) of hydrogen through the
creation of an “economy of hydrogen”
(in the words of Commissioner Simson)
more rapidly than the still slow increase
in green hydrogen generation would
allow. While the Commission’s ambition
to consolidate Europe’s leadership



https://www.euractiv.com/section/energy-environment/news/dutch-urge-swift-eu-hydrogen-push-to-cut-industry-transport-emissions/
https://www.euractiv.com/section/energy-environment/news/eu-commission-backs-global-hydrogen-market-with-euro-as-its-key-currency/
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https://www.iai.it/en/pubblicazioni/green-deal-watch-no-2
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https://ec.europa.eu/energy/topics/renewable-energy/eu-renewable-energy-financing-mechanism_en

position in the sector is clear, some
environmentalists and member states
criticise the opening to blue hydrogen
as a backdoor to provide funding for
fossil fuel projects. The much-debated
Council _ Conclusions  “Towards a
hydrogen market for Europe” of 11
December have hardly put an end to
this debate; the document underlines
the need to upscale the production of
hydrogen, to encourage its use in the
sectors which are “hard to decarbonise
through other means” and to “make
the best use of existing EU gas
infrastructures for hydrogen; however,
regarding generation, the focus is on
the development of the "EU potential
for renewable hydrogen from electricity,
particularly from the most cost-effective
renewable sources”, even while leaving
the door open to the use of unspecified
low-carbon technologies for hydrogen
production. This approach was also
reflected in the Manifesto for the
development of a European “Hydrogen
Technologies and Systems” value
chain, which was signed by 22 member
states and Norway following the launch
of a hydrogen Important Project of
Common European Interest (IPCEIl)
on 17 December. Indeed, following
the publication of the document five
member states (Austria, Denmark,
Luxembourg, Portugal and Spain,
among the signatories of the Manifesto)
shortly issued a joint letter asking for the
exclusion of non-renewable-sourced
hydrogen from the IPCEl. As the five
countries promise to “pursue this view
[...] in the coming legislative changes,
e.g. Renewable Energy Directive and
the coming revision of the gas package”
and considering the role of the resource
in the future of Europe’s economy, such
a debate is expected to continue and
indeed to be one of the focal points
for the Green Deal in the months and,
possibly, years to come.

The future of gas

This heated debate comes at a time
when the compatibility of natural gas
with the EU's climate ambitions is
facing intense scrutiny. During these
last three months, the resource has
been excluded by some of the Union’s
financing channels, in particular
the Just Transition Fund (JTF). The
decision comes from a provisional
agreement between the Council and
the Parliament, which have been on
opposite sides for the past few months
(the former advocating the exclusion of
gas from the JTF, the latter promoting
the inclusion). While gas projects are
still allowed limited funding through
the regional development funding until
2025, this comes under strict rules —i.e.,
an emission threshold of 270 grams of
gCO2e/KWh. This limit has been set by
the EU’s green finance taxonomy draft
(delegated acts) guidelines, which were
published on 20 November and struck
another significant blow to the gas
industry. Indeed, under the proposed
rules the status as “transition” or
“sustainable” energy source is denied
unless plant emissions are below the
100 gCO2e/KWh limit (roughly three
times lower than the current average
for combined cycle plants). Such a
strong stance comes after years of
criticism against the Commission for
being too favourable to gas projects
— including a recent reprimand by the
EU Ombudsman on the evaluation
of PCls — and is further strengthened
by the exclusion of gas from TEN-E
projects (discussed in Dimension 3) and
by the Methane Strategy, published
on 14 October. Despite the relatively
low impact of methane emissions in
the EU, the document has the merit of
focusing on sectors that are sometimes
put aside in the EU climate debate
(such as agriculture and waste), and
on leveraging the power of the EU as
the largest global importer of energy
to set standards and monitoring on
methane emissions from international
gas producers.
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https://www.euractiv.com/section/energy-environment/news/eu-commission-backs-global-hydrogen-market-with-euro-as-its-key-currency/
https://www.consilium.europa.eu/media/47373/st13976-en20.pdf
https://tem.fi/documents/1410877/16402203/Manifesto_Hydrogen_IPCEI_17122020.pdf/d87fd483-9ee3-296e-1b9d-4b1d9558086a?t=1608281052950
https://www.hydrogen4climateaction.eu/ipcei-on-hydrogen
https://www.hydrogen4climateaction.eu/ipcei-on-hydrogen
https://www.euractiv.com/wp-content/uploads/sites/2/2020/12/Declaration-AT-DK-ES-LU-PT-manifesto-IPCEI-hydrogen_clean2.pdf
https://www.euractiv.com/section/aerospace/news/airbus-reveals-hydrogen-plane-pods-concept/
https://www.europarl.europa.eu/news/en/press-room/20201207IPR93210/deal-on-financing-a-just-energy-transition-in-eu-regions
https://www.euractiv.com/section/energy/news/eu-ministers-exclude-nuclear-fossil-gas-from-green-transition-fund/
https://www.euractiv.com/section/energy/news/parliament-votes-to-allow-gas-projects-in-the-just-transition-fund/
https://ec.europa.eu/info/business-economy-euro/banking-and-finance/sustainable-finance/eu-taxonomy-sustainable-activities_en#201120
https://www.euractiv.com/section/energy/news/eu-failed-to-properly-assess-climate-risk-of-gas-projects-watchdog-says/
https://ec.europa.eu/commission/presscorner/detail/en/IP_20_1833
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Working on renewables

Action on renewables, and particularly
wind, has been significant. September
witnessed the launch of the Renewable
Energy Financing Mechanism, which
will allow for further cross-border
cooperation on the development of
renewable plants. The scheme sets up a
system based on “host” member states,
where the new renewable plant will be
located, and “contributing” ones, which
will pay for the project. Both sides will
have their contribution counted as part
of their RES target; this will allow for
greater availability of investments, for
a smoother energy transition, but also
for the exploitation of natural resources
which are sometimes concentrated in
certain member states. Offshore wind
is among these, and the Commission
expects a significant expansion of such

capacity already in the next decade.
Indeed, the newly released Strategy
for Offshore Renewables targets a five-
fold increase in its offshore capacity
by 2030 (from 12 to 60GW) and a 25-
fold rise by 2060 (up to 300 GW), also
including realistic targets for ocean
energy (1GW by 2030, 40GW by 2050).
Despite the challenges this ambitious
vision will have to face (above all,
building a complete supply chain and
infrastructure, and delivering the almost
800 billion euros needed to achieve the
target), the document seems to provide
the solid policy framework to boost the
already significant growth the industry
has been witnessing, particularly in the
North Sea, in the past five to ten years.



https://ec.europa.eu/energy/topics/renewable-energy/eu-renewable-energy-financing-mechanism_en
https://ec.europa.eu/energy/topics/renewable-energy/eu-renewable-energy-financing-mechanism_en
https://ec.europa.eu/energy/sites/ener/files/offshore_renewable_energy_strategy.pdf
https://ec.europa.eu/energy/sites/ener/files/offshore_renewable_energy_strategy.pdf

DOIMENSION 2
(GREENING
'NDUSTRY

The Green Deal will hopefully move to action in 2021 and trigger a wave of
reforms that are of key concern to industry and businesses at the very core
of the energy transition. In the early pandemic days (and before the NGEU
package was set up) the Commission published a New Industrial Strategy
for Europe, which according to many did not entirely provide a green
industrial policy framework able to turn the Green Deal into an industrial
opportunity. These reasons partly explain why MEPs have asked for a revised
strategy — that takes into account the impact of the pandemic on European
industries and that distinguishes between two phases: the first focusing on
maintaining the smooth functioning of the single market; the second aiming
at reconstructing and transforming European industry by pursuing the two-
fold objective of the digital and green transitions while reinforcing the EU’s

industrial sovereignty and its strategic autonomy.

A new vision for buildings

More than 220 million building units,
representing 85 per cent of the EU’s
building stock, were built before 2001
— most of which, according to the
Commission, will be standing in 2050.
These will clearly need an upgrade in
order to fit into the EU’s 2050 vision. In
addition, modern constructions mostly
use cement and steel, whose production
is particularly energy-intensive. At the
moment, the Commission considers
that most renovations do not address
energy performance and the EU’s
energy renovation rate is stuck at 1 per
cent. After years of attempts to bring
attention to the issue, the debate has
gained fresh momentum.

The EU released its Renovation Wave
Strateqy, which sets a goal of outfitting

at least 35 million buildings over
the next decade with solar panels,
insulation, and efficient heating,
cooling and power systems. A key
pillar of the strategy consists in the
introduction of mandatory minimum
energy performance standards for
existing European buildings in a drive
to cut emissions, create jobs and
reduce energy poverty. The timeline
for all this to actually kick off is currently
being discussed, with Brussels and
some national governments insisting on
training, legislation and data collection
first—an exercise that may make this path
a slow one. Critical words have been
spoken concerning this path for the EU
(e.g., from German industry), arguing
that such plans risk being unaffordable;
whereas on the other side a number of
NGOs (e.g., EEB) consider the strategy
a far remove from EU’s new targets for
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https://www.faz.net/aktuell/politik/ausland/ursula-von-der-leyen-ein-neues-europaeisches-europa-17006741.html
https://ec.europa.eu/commission/presscorner/detail/en/qanda_20_1836
https://ec.europa.eu/commission/presscorner/detail/en/qanda_20_1836
https://ec.europa.eu/energy/sites/ener/files/eu_renovation_wave_strategy.pdf
https://ec.europa.eu/energy/sites/ener/files/eu_renovation_wave_strategy.pdf
https://www.politico.eu/article/eu-regulate-rush-to-renovate-buildings-energy-efficiency/
https://www.cleanenergywire.org/news/german-industry-welcomes-eu-buildings-renovation-wave-houseowners-lament-high-costs
https://meta.eeb.org/2020/10/15/building-on-shaky-foundations-eus-renovation-strategy-needs-more-climate-action/
https://euobserver.com/green-deal/150364
https://www.bruegel.org/wp-content/uploads/2020/12/Bruegel_Blueprint_31_Complete_151220.pdf
https://www.europarl.europa.eu/news/en/press-room/20201120IPR92128/meps-set-out-blueprint-for-a-new-industrial-strategy
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emission reduction by 2030. The EU
also wants to support smaller initiatives
to help reduce carbon emissions along
supply chains — e.g., by granting access
to funding to the hard-hit SMEs and
helping them take initiatives, including
in renovations, notably via InvestEU.

Make the circular economy happen

The Commission adopted the EU
Chemicals Strategy for Sustainability,
a step towards zero-pollution industry
and the first to address hazardous
substances since 2006, when the EU
adopted its REACH regulation. The
scope is to boost innovation for safe
chemicals and to increase protection
of human health and the environment.
The Strategy proposes to ban the most
toxic substances by default, authorising
them only on a_case-by-case basis when
they are proven to be indispensable.
Yet, the Commission is cautious about
the use of chemical recycling.

Incorporating new chemical
management approaches into the
battery value chainis also crucial. In view
of the strategic importance of batteries
and the effort to minimise their adverse
environmental effects, the Commission
proposed to modernise EU legislation
on batteries. It listed mandatory rules
for several products on the EU market
(e.g., industrial, automotive, electric
vehicle and portable) and supported
a stronger legal environment to help
unlock large-scale investments and
boost the production capacity in
Europe. This is the Commission’s first
initiative among the actions announced
in the new Circular Economy Action
Plan and an important one under
the abovementioned new Industrial
Strategy for Europe.

To encourage sustainable business and
consumer choices, MEPs also pushed
for promoting reuse and repairs and

tackling practices that shorten the
lifespan of products, also calling for
responsible marketing and advertising.
The Commission confirmed it wants to
come forward with a series of initiatives
(including a legislative proposal, the
Sustainable Products Initiative), which
will expand the scope of the Eco-design
Directive.

Pricing pollution

In early January, the price on the EU ETS
hit above €34.35 a tonne, surpassing the
level reached in 2006 after the scheme
was launched. The Commission plans
to unveil a package of carbon market
reforms by next summer - including
adding shipping emissions to the
system and measures to further cut
the market’s supply of permits — also
including a reconsideration of the
scheme without the UK. Also, Brexit
negotiations discussed emissions from
power generation in Northern Ireland
— from now on set to be covered by
the ETS under electricity market rules
agreed in the Withdrawal Agreement.

Beyond the ETS, EU policy makers
are being pressured to think about
other ways to price carbon, although
establishingasingle global priceremains
a distant prospect. Both the UK and the
US are considering going ahead with a
carbon tax; China, the world's largest
greenhouse gas emitter, is preparing
to launch a national carbon market. As
long discussed in previous GD Watches,
von der Leyen is considering a carbon
border levy on imports from countries
which do not have carbon pricing
policies in place in order to avoid the
so-called “carbon leakage”. It is yet
not clear how authorities will measure
the level of carbon intensity of goods
or how variable the fees will be. The
debate on carbon pricing is ongoing
and will gain centre stage in 2021.


https://www.bloomberg.com/news/articles/2020-10-21/how-europe-s-small-businesses-are-fighting-climate-change
https://www.europarl.europa.eu/news/en/press-room/20201024IPR90106/investeu-fund-boost-for-sustainable-innovative-and-social-investment
https://ec.europa.eu/environment/pdf/chemicals/2020/10/Strategy.pdf
https://www.euractiv.com/section/energy-environment/news/eus-new-chemical-strategy-aims-to-prohibit-hazardous-substances-until-proven-safe/
https://www.euractiv.com/section/energy-environment/news/chemical-recycling-should-be-seen-as-a-last-resort-eu-official-says/
https://ec.europa.eu/commission/presscorner/detail/en/ip_20_2312
https://www.europarl.europa.eu/news/en/press-room/20201120IPR92118/parliament-wants-to-grant-eu-consumers-a-right-to-repair
https://www.euractiv.com/section/emissions-trading-scheme/news/eu-price-on-pollution-hits-record-high-in-early-2021/
https://fr.reuters.com/article/idUKKBN27X2OE
https://www.euractiv.com/section/climate-environment/news/eu-could-use-carbon-border-tax-against-brexit-britain-warns-mep/
https://www.euractiv.com/section/climate-environment/news/eu-could-use-carbon-border-tax-against-brexit-britain-warns-mep/
https://www.euractiv.com/section/energy-environment/interview/mep-canfin-eus-carbon-border-adjustment-mechanism-is-not-a-tax/
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Unsurprisingly, some MS have at times shown doubts about speeding up
the decarbonisation process in midst of a pandemic. Yet, nine months after
the spread of COVID-19, the support for the Green Deal in the recovery
phase remains the number 1 legislative priority on the EU institutions’

agenda for 2021. Aligning budget with green finance rules and sustaining
the new ambitious targets agreed at the EU level is thus strongly debated as
policy makers are called to create the conditions to absorb at best the huge
amount of money on the table. For this to succeed, an inclusive participatory
process has to be put on the table allowing each stakeholder to play its role.

Channelling efforts towards a green
recovery

After a veto from Hungary and Poland,
in December the Council of the EU
adopted the Multiannual Financial
Framework for 2021-2027, allowing the
bloc’s budget to come into effect on 1
January 2021. It will amount to €1.074
trillion over seven years, and will be
accompanied by a €750 billion recovery
fund (still requiring approval from
national parliaments). Once in force, EU
member states will be able to submit
recovery and resilience plans with their
planned reforms and investments.

In December, the EU Parliament and the
Council reached a political agreement
on the Recovery and Resilience Facility
(RRF), which will now have to be finalised
at the technical level. According to the
agreement, each member state’s plan
should devote at least 37 per cent of
the financing to the fight against climate
change. In addition, all expenditure
will have to respect the “"do no harm”

provision, de facto rejecting the majority
of fossil fuels. In an effort to avoid
greenwashing, spending will be carried
out according to a new methodology
based on taxonomy. Sustainable finance
has indeed been prominently discussed
in these months, as the definitions it
contains are crucial to clear the green
bond rules and to direct the massive
investment needed to achieve climate
neutrality, especially in this recovery
phase.

In the meantime, the Council has
approved a €1 trillion climate bank
roadmap for the EIB that sets out in
detail how the EU lending arm will
support the Green Deal goals, in an
effort to become the first Multilateral
Development Bank to be Paris-aligned.

Enshrining the EU’s ambition into
legislation

In October Poland and Hungary — and
to a lesser extent Czechia — delayed the
vote on the EU’s 2030 climate target,
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https://ec.europa.eu/commission/presscorner/detail/en/ip_20_2397
https://www.euractiv.com/section/energy-environment/news/eu-agrees-to-set-aside-37-of-recovery-fund-for-green-transition/
https://www.euractiv.com/section/circular-economy/news/commission-readies-implementation-of-sustainable-finance/
https://www.bloomberg.com/news/articles/2020-11-06/eu-green-bonds-set-to-preempt-the-rules-that-will-govern-them
https://www.bloomberg.com/news/articles/2020-11-06/eu-green-bonds-set-to-preempt-the-rules-that-will-govern-them
https://www.eib.org/en/press/all/2020-307-eu-member-states-approve-eib-group-climate-bank-roadmap-2021-2025
https://www.euractiv.com/section/climate-environment/news/eu-leaders-to-decide-tougher-climate-goal-in-december/
https://www.euractiv.com/section/climate-environment/news/czechs-drop-opposition-to-2030-climate-goal-ahead-of-eu-summit/
https://ec.europa.eu/commission/presscorner/detail/en/ip_20_2340
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asking for more money or information
on the national impacts of the target.
Finally, in their December conclusions,
EU27 leaders agreed to cut their net
greenhouse gas emissions by at least 55
per cent from 1990 levels by 2030 (from
an existing 40 per cent level). The target
agreed in Council is a compromise
between Nordic and western countries,
which push for a stronger action, and
eastern ones with energy-intensive
and coal-reliant industries, which
asked for additional money and more
favourable conditions to agree to
such emission cuts. The new target
has been transmitted to the UNFCCC
as an updated Nationally Determined
Contribution (NDC) for the EU.

The Council position is however
different from that of the European
Parliament, which had previously set a
60 per cent reduction target for 2030
and wants a “carbon budget” with an
independent body to monitor policies.
Many campaigners welcomed the
updated EU plan but also said it was
not enough, with most environmental
NGOs asking for a 60 or 65 per cent
reduction target, e.g., the WWEFE. Some
also insist that the 1990 baseline for
reduction is misleading. Lastly, the
inclusion of natural carbon sinks has
irritated environmental groups.

As the European Commission had
committedtoalignallsectorallegislation
with the climate neutrality objective (and
the 55 per cent target), the revision of
the TEN-E regulation promises to better
support the modernisation of Europe’s
cross-border energy infrastructure. The
proposal reflects trends like increased
electrification, decarbonisation of gas
and digitalisation, all shaping future
infrastructure needs. It includes, among
others, an obligation for all projects to
follow the “do no harm” principle, an
update of the eligible infrastructure
categories ending support for oil and
natural gas infrastructure, a new focus
on offshore electricity grids and on
hydrogen infrastructure, upgraded
rules to promote the uptake of smart

electricity grids, new provisions on
support for projects connecting the EU
with third countries (Projects of Mutual
Interest) and a revised governance
framework to enhance the infrastructure
planning process.

Debating a just and inclusive

transition

The path to energy transition is not
straightforward even for those countries
pushing for more ambition, which have
to massively accelerate their plans (e.g.,
Germany or the Netherlands). Coal
continuesto be amajorbottleneckinthe
EU transition process, as it still provides
around a fifth of the EU’s electricity —
and predominant in some countries.
Europe’s 55 per cent emissions cut by
2030 further shrinks the carbon budget
available, meaning that it should
require an even faster coal exit than
expected so far. Coal phase-out plans
are being presented but are not always
ambitious enough with regard to timing
— Poland foresees to completely phase
out coal only in 2049, and the Czechs
for the moment eye a coal exit by
2038 as recommended by the national
commission in charge. Out of the 27
member countries, only 21 will be coal-
free by 2030, according to Eurelectric;
given such worrying scenario, recently
the UN Secretary-General Antdnio
Guterres said the EU has to do more on
phasing out coal.

Wider participation is also key for a
successful transition. An EIB survey
shows how the COVID-19 crisis is
influencing citizens’ perception of the
climate emergency and, with that,
the majority of Europeans believe the
economic recovery measures must
help tackle the climate crisis. To bring
the people on board with the green
transition, the Commission has launched
the European Climate Pact, an EU-wide
initiative inviting citizens, communities
and organisations to participate in
buildinga greener Europe. Furthermore,


https://www.politico.eu/article/eu-leaders-agree-to-cut-emissions-55-percent-by-2030/
https://www.consilium.europa.eu/en/press/press-releases/2020/12/18/paris-agreement-council-transmits-ndc-submission-on-behalf-of-eu-and-member-states/
https://www.euractiv.com/section/energy-environment/news/eu-parliament-votes-for-60-carbon-emissions-cut-by-2030/
https://www.wwf.eu/?uNewsID=1442566
https://www.euractiv.com/section/energy-environment/news/55-reduction-is-a-big-step-but-wont-close-the-gap-to-2050/
https://www.cleanenergywire.org/news/eu-agrees-raise-2030-climate-target-german-reactions
https://ec.europa.eu/commission/presscorner/detail/en/ip_20_2394
https://www.bloomberg.com/news/articles/2020-10-22/germans-faces-leap-in-green-power-to-meet-higher-eu-ambitions
https://uk.reuters.com/article/us-climate-change-netherlands/dutch-set-to-miss-2030-climate-goals-government-adviser-idUKKBN27F1X1
https://energypost.eu/europes-55-emissions-cut-by-2030-proposed-target-means-even-faster-coal-exit/
https://www.politico.eu/article/poland-coal-energy-green-deal-eu/
https://www.politico.eu/article/czech-coal-commission-recommends-2038-phase-out-date/
https://www.eurelectric.org/power-barometer/
https://www.politico.eu/article/no-new-coal-un-chief-tells-eu/
https://www.eib.org/en/surveys/climate-survey/3rd-climate-survey/climate-change-and-covid-recovery.htm
https://europa.eu/climate-pact/system/files/2020-12/20201209 European Climate Pact Communication.pdf

the EP and Council have reached a
provisional agreement on setting up
the Just Transition Fund to mitigate the
social impact of decarbonisation and
have agreed to broaden its scope to
other entities in the areas of education
and social inclusion. In the meantime,
the EIB has revived its supportive role,
e.g., by making lending more flexible
and faster for cities, and by developing
green and socially inclusive projects.
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https://www.europarl.europa.eu/news/en/press-room/20201207IPR93210/deal-on-financing-a-just-energy-transition-in-eu-regions
https://www.eib.org/en/press/all/2020-273-the-eu-bank-supports-european-regions-and-cities-in-their-response-to-the-covid-19-crisis-and-for-a-green-recovery
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The fifth anniversary of the Paris Agreement has arrived and there is a long
way to go before this landmark agreement starts to deliver on its potential.
On a brighter side, the net-zero ambition club has grown, with South Korea
and Japan joining. The G7-G20-COP26 triangle in 2021 is an occasion to
put forward a coherent action: the EU has a great role to play, with Italy
guiding the G20 and co-hosting the COP 26 alongside the UK. If on the one
side the EU wants to prove its leadership on the global stage, on the other
the UK wants to show its proactive post-Brexit global agenda through the
COP26 and the UK-led G7. After the Brexit deal, climate could prove an
area of effective EU-UK cooperation. The EU is also called upon to renew
and rethink the priorities for its relationship with the new US administration,
on both the climate agenda and on geopolitical hotspots where energy
plays an important role.

Climate, catalyst for a post-Brexit while in November the UK put on the
UK-EU27 collaboration table its 10-point plan. This plan goes in
the same direction as those of the EU, as

At long last, the UK and EU27 have
agreed on a Brexit deal, which contains
very strong climate language and is
considered the first trade agreement
ever to feature climate targets in such
a stringent way. The text incentivises
the respect of the Paris Agreement
as it suggests that backward steps on
climate action could lead to instant tariff
consequences. Apart from the definition
of their commercial ties, the EU and the
UK have both been working on their
mid-term and longer-term climate plans.
The EU has updated its 2030 emission
reduction target to at least 55 per cent,

it defines ways to push the UK towards
net-zero emissions, including through
clean hydrogen, carbon capture and
storage, zero-carbon transport and
offshore wind.

Alongside the COP26, PM Boris
Johnson wants to use the G7 to improve
his reputation at home and abroad,
after such a delicate year. Climate is
central for this to happen: he is keen
to demonstrate “the UK's leadership in
tackling climate change”, and now talks
of an even stronger emission reduction
target (68 per cent by 2030 — publicly


https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:22020A1231(01)&from=EN
https://www.independent.co.uk/environment/climate-change/brexit-deal-climate-change-targets-b1779630.html
https://www.politico.eu/article/eu-leaders-agree-to-cut-emissions-55-percent-by-2030/
https://www.gov.uk/government/publications/the-ten-point-plan-for-a-green-industrial-revolution
https://www.gov.uk/government/news/uk-sets-ambitious-new-climate-target-ahead-of-un-summit
https://unfccc.int/event/5th-anniversary-of-the-paris-agreement-0
https://www.france24.com/en/france/20201212-global-summit-promises-ambitious-plans-for-5th-anniversary-of-paris-agreement
https://www.france24.com/en/france/20201212-global-summit-promises-ambitious-plans-for-5th-anniversary-of-paris-agreement
http://sdg.iisd.org/news/japan-republic-of-korea-pledge-to-go-carbon-neutral-by-2050/
http://sdg.iisd.org/news/japan-republic-of-korea-pledge-to-go-carbon-neutral-by-2050/

suggested by the UK government's
independent climate panel). The same
leadership aspiration is embedded at
the very core of the EU's intentions,
as the bloc aims to set the world’s bar
high in Glasgow, as declared in Von der
Leyen'’s speech at the Climate Ambition
summit in December. The G20 Italian
presidency has also kicked off: this
year, culminating with the October G20
summit, will tell a lot about the climate
efforts taken by the world’s major
economies in such a delicate phase.
For these reasons a strong coherence in
setting the G7, G20 and COP26 paths is
what will make a difference.

Rethinking the transatlantic bond

Europe has generally high hopes for a
stronger alliance with the US with Biden
inthe White House. Thevital transatlantic
bond will be deeply renewed —hopefully
towards a stronger cooperation on
climate action and strengthened
multilateral approaches. While the EU
is waiting for Biden to bring the US
back into the Paris Agreement, the new
President confirmed that he will hold
a climate summit of the world’s major
economies within 100 days of taking
office. In the meantime, France and
Germany have led efforts to make early
contact with Biden'’s team, with the aim
of accelerating talks to normalise trade
relations. In December, the European
Commission proposed establishing a
“comprehensive transatlantic _green
agenda” to coordinate EU-US positions
on climate and together lead efforts for
ambitious global agreements (starting
with a joint commitment to net-zero
emissions by 2050). The Commission
asserts that a joint trade and climate
initiative, measures to avoid carbon
leakage, a green technology alliance,
a global regulatory framework for
sustainable finance, joint leadership
in the fight against deforestation and
stepping up ocean protection will all
form part of the EU’s proposals.

A reinvented transatlantic bond

will demand a stronger EU, which
will need to define and manage its
green strategic priorities and at the
same time engage in a constructive
cooperation with the US to support
the energy transition globally. This is as
true for climate action as it is for more
traditional foreign policy and security
of supply issues in areas where the US
plays a role, including the ongoing
challenges in the Mediterranean — from
the Cyprus conflict, to the competition
for gas fields and Turkey’s assertiveness
(see next paragraph), to wars in Libya
and Syria.

Looking east

Greece and Cyprus are still struggling
with Turkey’s unilateral and provocative
surveys in the contested waters of
the Eastern Mediterranean. Despite
Ankara’s assertiveness, many member
states favour a soft line with Turkey in
order to avoid excessive escalation,
as the country is both a NATO ally
and a partner in managing migration
flows — elements that clearly play a
role in the Council’s position on the
region. The December conclusions
also call for the High Representative
and the Commission to come up with
a proposal for a multilateral conference
on the Eastern Mediterranean and to
submit a report on the state of play
concerning EU-Turkey relations. Calls
are intensifying to render the European
Green Deal an instrument to promote
long-lasting energy cooperation in the
East Mediterranean, looking beyond
fossil fuels.

The European Commission  has
adopted a comprehensive Economic
and Investment Plan for the Western
Balkans, which aims to spur the long-
term economic recovery of the region,
to support a green and digital transition
and to foster regional integration and
convergence with the European Union.
InDecember,the 18th Ministerial Council
of the Energy Community discussed
steps towards the modernisation of the
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https://www.politico.eu/article/uk-touts-climate-independence-greenhouse-gas-emissions-targets/
https://ec.europa.eu/commission/presscorner/detail/en/speech_20_2403
https://www.onuitalia.com/g20-the-italian-presidency-officially-begins-world-leaders-will-travel-to-rome-in-october/
https://www.politico.eu/article/eu-extends-a-hand-or-two-to-joe-biden/
https://www.theguardian.com/environment/2020/dec/14/us-to-hold-world-climate-summit-early-next-year-and-seek-to-rejoin-paris-accord
https://www.bloomberg.com/news/articles/2020-11-27/europe-rushes-to-woo-team-biden-in-hope-of-major-trade-rebalance
https://ec.europa.eu/commission/presscorner/detail/en/ip_20_2279
https://ec.europa.eu/commission/presscorner/detail/en/ip_20_2279
https://www.consilium.europa.eu/media/47296/1011-12-20-euco-conclusions-en.pdf
https://ec.europa.eu/commission/presscorner/detail/en/IP_20_1811
https://ec.europa.eu/commission/presscorner/detail/en/IP_20_1811
https://www.energy-community.org/events/2020/11/MC.html
https://www.energy-community.org/events/2020/11/MC.html
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Energy Community Treaty through a set
of amendments thought to make the
Energy Community better equipped
for market integration, also debating
the application of the Green Deal in the
region.

An EU-China agreement on investments
has been secured in the last days of
the German presidency (still requiring
technical details). Merkel's push to
conclude it so quickly made some
EU countries feel left behind - and
many countries (e.g., ltaly) criticised
the way and the timing chosen by
the German presidency. Merkel only

included France in a videoconference
with Chinese President Xi Jinping and
pushed forward the talks despite the
many warnings from other countries
that political scrutiny of China’s record
on forced labour would have required
more time. There are vague references
to environment and climate, including
the commitment to implement the
Paris Agreement to tackle climate
change effectively. The two agreed
to create a specific working group to
discuss and follow up matters related
to the implementation of sustainable
development.


https://trade.ec.europa.eu/doclib/docs/2020/december/tradoc_159242.pdf
https://www.corriere.it/economia/finanza/20_dicembre_31/accordo-ue-cina-scalfarotto-italia-ignorata-inopportuna-presenza-macron-a4096114-4b36-11eb-9611-5c537b64e8e9_preview.shtml?reason=unauthenticated&cat=1&cid=r5UV-_dK&pids=FR&credits=1&origin=https%3A%2F%2Fwww.corriere.it%2Feconomia%2Ffinanza%2F20_dicembre_31%2Faccordo-ue-cina-scalfarotto-italia-ignorata-inopportuna-presenza-macron-a4096114-4b36-11eb-9611-5c537b64e8e9.shtml

INTERVIEW
N JAN INGWERSEN

[ GENERAL DIRECTOR, ENTSOG
| EUROPEAN NETWORK OF

TRANSMISSION SYSTEM

OPERATORS FOR GAS

The shift from the Energy Union to the Green Deal framework has had a
critical impact on the whole EU energy and climate policy; how has this

affected the European gas market and,
specifically, the work of ENTSOG?

At ENTSOG we have delivered on the Network Codes, the integration
of gas market and security of supply. Now we want to contribute to the
European Green Deal’s objective — net-zero decarbonisation by 2050. In
this line, ENTSOG together with TSO members across Europe, published
the ENTSOG 2050 Roadmap for Gas Grids in 2019 and the subsequent
Roadmap 2050 Action Plan in 2020.

The 2050 Roadmap Action Plan was prepared with consideration to the EC’s
Energy System Integration and Hydrogen Strategies, identifying 3 key areas:
On Infrastructure: To achieve a competitive hydrogen market, a European-
wide backbone linking hydrogen production facilities, hydrogen imports,
major industry consumers and distribution grid. Retrofitting and repurposing
of existing gas grids will provide an opportunity for a more cost-effective
energy transition in combination with relatively limited newly built hydrogen-
dedicated infrastructure. The development of first “no-regrets” hydrogen
backbone should be a priority for the EU, and needs to start now, already
through its design in the TYNDP 2022.

On Markets: Allowing low-carbon hydrogen to play its full role in kick-
starting the market will help to tap early decarbonisation gains by creating
cost-effective hydrogen for industrial and transport use. GHG externalities
must be determined on an objective basis and life cycle analysis needs to be
applicable to all energy sources. The emerging hydrogen market requires
regulation following core principles of TPA and non-discriminatory network
access.

On TSOs’ role as system integrators: Facilitating the efficient handling
of the various types of gases and ensuring the operation of the technical
interfaces to gas and hydrogen suppliers/consumers will be vital. Measuring
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and handling data on energy content and gas quality, including dynamic
sharing of data to the parts of the gas value chain will be needed. TSOs
can play a role of system integrators between gas compositions (methane-
hydrogen) and energy carriers (molecules and electrons).

In spite of the recent recovery, European gas prices are still quite low and
could remain so for several years as new LNG capacity comes onstream
(following a great deal of FIDs last year);, do you expect this to support gas
consumption in the EU?

Gas prices have converged and remain competitive thanks to the market
integration efforts and infrastructure investments made for promoting the
security of supplies and competitiveness. Commodity pricing and world
LNG market developments support consumer choices, and today natural
gas accounts for 25 per cent of the EU energy consumption. The EU
decarbonisation agenda with the European Green Deal will be supported,
in the short run, by the coal to-gas switch to reduce COZ emissions in
coal regions in transformation. In this sense natural gas will indeed play a
significant role.

Next, in line with the Green Deal in the mid- to long-term horizon, natural gas
will be paired with different CO2 abatement technologies (Carbon Capture
Utilisation and Storage — CCUS) and can serve as a basis for hydrogen
production (pyrolysis, CCUS).

How can European regasification terminal operators expand the services
that they offer? Are there still incentives for them to do that regarding, for
instance, utilisation rates? Does EU policy offer any support to direct LNG
use or is the interest of policy makers in this completely gone?

Please address this question to Gas Infrastructure Europe, who possess
greater expertise on this matter and who conduct comprehensive studies
on the options available for the LNG terminals.

In November, the results of the EU Ombudsman’s inquiry on the evaluation
of gas projects in the fourth list of PCl was published, and the report criticised
the Commission for failing to take into account sustainability requirements;
will this decision change the way such projects will be evaluated in the future?

We are aware of the Ombudsman’s inquiry. ENTSOG assisted the European
Commission in the work on improving the sustainability indicators to be
used for project assessment. ENTSOG is working together with the EC on
implementing sustainability indicators and this will be included already in
the TYNDP 2020 project assessment. In summary, it considers fuel switching
taking into account GHG emissions, including methane emissions along
with non-GHG emissions (pollutants such as NOx, SO2), as well as energy



efficiency measures.

Furthermore, EC will revise the TEN-E (Trans-European Networks for
Energy) Regulation, which will provide for regulatory changes, adapted to
the European Green Deal requirements, including the selection criteria for
Projects of Common Interest.

Hydrogen is a key technology in the Green Deal’s vision; what could be the
interaction with gas infrastructures, particularly regarding distribution? To
what extent will Europe have dedicated hydrogen infrastructure and how
much will existing gas infrastructure be instead converted to accommodate
hydrogen instead?

Building the EU's future gas network should start already now, if we reasonably
expect it to be completed in time for 2050.

In the short term (2020-2030), we need to build the “no-regrets” European
hydrogen backbone, connecting clusters of demand and production, to
keep hydrogen supplies competitive and secure. The EU has already a well-
established and trusted planning process for network development, based
on the Ten Year Network Development Plan (TYNDP) process, which should
be used for the future development of the grid(s). Networks for natural gas,
hydrogen and blends will be inherently interlinked and have to be planned
as a single connected system. Planning the first stage of the backbone
needs to start immediately, as geography of the first Important Projects
of Common European Interest (IPCEIl projects) and hydrogen-based EU
recovery will expand. The upcoming TYNDP 2022 could identify the initial
“no-regrets” backbone of retrofitted or repurposed gas infrastructure and
prepare for its gradual expansion. The TEN-E revision should account for
the new hydrogen market and deliver this first stage “no regrets” backbone.
ENTSOG aims at ensuring close cooperation between transmission and
distribution-level grid operators, taking into account the local developments
and member states’ choices on the speed, scale and geography of the
hydrogen transmission and distribution.

Methane leakage is a significant threat to the sustainability of gas usage;
what is ENTSOG doing to monitor and limit it?

Transmission, part ofthe gas value chain, accounts for 0.2 per cent of methane
leakage. However, to address the potential issue of methane emissions,
ENTSOG supports and encourages its members to join the United Nations

Oil and Gas Methane Partnership (OGMP) 2.0 which will foster sharing of
industry best practices and improve emissions monitoring.
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The following list includes the major legislative and political actions
of the European Green Deal since its launch in December 2019, along
with a number of other EU initiatives supporting the Green Deal ob-
jectives.

In this roadmap the different elements are framed in one of the four
dimensions analysed above — although some might cross-cut more
than one dimension. Elements inside each dimension have been fur-
ther divided into three main blocks: 1) “Presented” which regroups
all the actions that have been presented by the Commission with main
events having occurred since the presentation; 2) “In the pipeline”
which presents a list of actions that have been already opened for
public consultations and are currently waiting to be presented; and 3)
“Yet to be announced” for all the actions which are still in prepara-
tion by the Commission or at the public consultation stage.

DRrivING THE GREEN DEAL

PRESENTED

Proposal for the European Year of Rail 2021

For the promotion of thye use of trains as a safe and sustainable
transport.
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4 March 2020: Commission presented the proposal

11 March 2020: Committee referral announced in Parliament, 1st

reading/single reading

12 October 2020: Vote in committee and committee decision to

open interinstitutional negotiations

19-21 October 2020: Committee decision announced in plenary

(Rule 71) and decision confirmed by plenary
12 November 2020: European Parliament and Council reached

a provisional agreement on declaring 2021 the European Year
of Rail
14 December 2020: Debate in Parliament




EU Hydrogen Strategy
For the production and use of clean hydrogen to help reduce the EU
economy’s carbon emissions.
e 8 July 2020: Commission presented the strategy and launched
the European Clean Hydrogen Alliance
e 10 July 2020: Internal referral to parliamentary committee(s)
e 26 November2020: Committee referral announced in Parliament,
1st reading/single reading
e 11 December 2020: Council adopted conclusions to rapidly
upscale the market for hydrogen

EU Strategy on Energy Systems Integration
To transform the energy system through addressing its circularity, the

use of cleaner electricity and the promotion of renewable and low-
carbon fuels.

e 8 July 2020: Commission presented the strategy

e 10 July 2020: Internal referral to parliamentary committee(s)

Renovation Wave initiative in the building sector
The objective is to double renovation rates in the next ten years and
reach higher energy and resource efficiency in buildings.

e 16 September 2020: In her 2020 State of the Union address,
Commission President Von der Leyen proposed to set up a new
European Bauhaus as a co-creation space to provide a distinct
aesthetic in building renovations

e 14 October 2020: Commission presented the initiative

e 16 October 2020: Internal referral to parliamentary committee(s)

Single European Sky

Aimed at a more sustainable and resilient air traffic management
e 22 September 2020: Commission presented a proposal for an
upgrade of the Single European Sky regulatory framework
e 22 October 2020: Committee referral announced in Parliament,
1st reading/single reading

EU Methane Strategy
To reduce methane emissions, focusing on energy, agriculture and
waste sectors.

e 14 October 2020: Commission presented the strategy

e 16 October 2020: Internal referral to parliamentary committee(s)

Offshore Renewable Energy Strategy
To harness the potential of offshore renewable energy for a climate

neutral future.

e 19 November 2020: Commission presented the strategy

Trans-European Energy Infrastructure
Review of the guidelines

e 15 December 2020: Commission presented the initiative -



IN THE PIPELINE

YET
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Sustainable aviation fuels — ReFuelAviation (Fourth quarter 2020)
FuelEU maritime — green European maritime space (Fourth
quarter 2020)

Low-emission vehicles — improving the EU’s refuelling/
recharging infrastructure (First quarter 2021)

New EU Forest Strategy (First quarter 2021)

Revision of the Directive on deployment of alternative fuels
infrastructure (Second quarter 2021)

European vehicle emission standards — Euro 7 for cars, vans,
lorries and buses (Fourth quarter 2021)

TO BE ANNOUNCED

Reducing Methane Emissions in the Energy Sector (Second
quarter 2021)

Revision of the Regulation on the inclusion of greenhouse gas
emissions and removals from land use, land use change and
forestry (Second quarter 2021)

Revision of Energy Efficiency Directive (Second quarter 2021)
Amendment to the Renewable Energy Directive (Second quarter
2021)

CO2 emissions for cars and vans — revision of performance
standards (Second quarter 2021)

Revision of the Regulation on the Trans-European Transport
Network (TEN-T) (Second quarter 2021)

Revision of the Directive on Intelligent Transport Systems (Third
quarter 2021)

EU 2021 Rail Corridor initiative (Third quarter 2021)

Revision of the Third Energy Package for Gas (Directive 2009/73/
EU and Regulation 715/2009/EU) to regulate competitive
decarbonised gas markets (Fourth quarter 2021)

Revision of the Energy Performance of Buildings Directive
(Fourth quarter 2021)



GREENING INDUSTRY

PRESENTED

New Industrial Strategy for Europe

Part of the Commission’s objective “A Europe fit for the digital age”,
this is a comprehensive long-term strategy for Europe’s industrial sec-

tor.

10 March 2020: Commission presented the strategy

13 March 2020: Internal referral to parliamentary committee(s)

3 September 2020: Commission presented an Action Plan on
Critical Raw Materials and the 2020 List of Critical Raw Materials
9 September 2020: Internal referral to parliamentary commit-
tee(s) of Critical Raw Materials Resilience initiative

29 September 2020: Launch of Critical Raw Materials Alliance
19 October 2020: Commission Working Programme 2021 envis-
ages updating the new industrial strategy for Europe to take into
account the impacts of the COVID-19, the global competitive
context, and the acceleration of the twin green and digital tran-
sitions. This should be presented in the second quarter of 2021.

Circular Economy Action Plan

Focused on the lifecycle of products and materials to ensure a sustain-
able use of resources and tackle resource-intensive sectors.

11 March 2020: Commission presented the strategy

12 March 2020: Internal referral to parliamentary committee(s)
14 September 2020: Commission published a roadmap on the
Sustainable Products Initiative. This is expected to be presented
in the fourth quarter 2021.

Farm to Fork Strategy

To address priorities and challenges related to the European food

chain.

20 May 2020: Commission presented the strategy

29 May 2020: Internal referral to parliamentary committee(s)

19 October 2020: Agriculture and Fisheries Council adopted
conclusions on strategy endorsing the goal of developing a Eu-
ropean sustainable food system

Chemicals Strategy for Sustainability (toxic-free EU Environ-

ment)

Set of initiatives for a toxic-free environment.

14 October 2020: Commission presented the strategy
16 October 2020: Internal referral to parliamentary committee(s)
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Batteries — Modernising the EU
Part of the new Circular Economy Action Plan, it aims at modernising
EU legislation on batteries.

10 December 2020: Commission presented the strategy

IN THE PIPELINE
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Action plan for the development of EU organic production (First
quarter 2021)

Waste shipments — revision of EU Rules (Second quarter 2021)
Hazardous waste — updated concentration limits for chemical
pollutants (Second quarter 2021)

TO BE ANNOUNCED

Zero Pollution Action Plan for Water, Air and Soil (Second quar-
ter 2021)

Circular Electronics (Fourth quarter 2021)

Industrial Emissions — EU Rules updated (Fourth quarter 2021)
Revision of Directive on Packaging and Packaging Waste (Fourth
quarter 2021)



SUPPORTING THE TRANSFORMATION

PRESENTED

Proposal for a Just Transition Mechanism, including a Just Tran-

sition Fund, and a Sustainable Europe Investment Plan
Set of initiatives aimed at providing targeted support to alleviate the

socio-economic downsides of the green transition.

14 January 2020: Commission presented the proposal

29 January 2020: Committee referral announced in Parliament,
1st reading/single reading

27 May 2020: Referral to associated committees announced in
Parliament

6 July 2020: Vote in committee, 1st reading/single reading

15 July 2020: Committee report tabled for plenary, 1st reading/
single reading

17 September 2020: Plenary vote and matter referred back to
the committee responsible

Proposal on a European “Climate Law'” enshrining the 2050

climate neutrality objective
To set legal targets for achieving climate neutrality in Europe by 2050.

4 March 2020: Commission presented the proposal

11 March 2020: Committee referral announced in Parliament, 1st
reading/single reading

11 September 2020: Vote in committee, 1st reading/single read-
ing

17 September 2020: Commission tabled an amendment to the
proposed European Climate Law to include the 2030 emissions
reduction target of at least 55 per cent

22 September 2020: Committee report tabled for plenary, 1st
reading/single reading

/ October 2020: Plenary in Parliament voted the proposed 60
per cent reduction target amendment on the 2030 target

15 October 2020: European Council discussed the climate tar-
get plan and decided to return to the issue in December with a
view to agreeing a new emissions reduction target for 2030

11 December 2020: EU27 leaders agree to cut greenhouse gas
emissions at least 55 per cent by 2030

31 December 2021: Commission is expected to draw up an EU
GHG budget and consider introducing a target for 2040
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EU Biodiversity Strategy 2030

Set of initiatives to address biodiversity loss in Europe and advance a
framework of actions to lead the 15th meeting of Conference of the
Parties on the UN Convention on Biodiversity (CBD)

e 20 May 2020: Commission presented the strategy

e 26 May 2020: Internal referral to parliamentary committee(s)

e 21 October 2020: Commission launches Knowledge Centre to
reverse biodiversity loss and protect Europe’s ecosystems

e 23 October 2020: Environmental Council endorsed the objec-
tives of the EU Biodiversity Strategy for 2030 and the nature pro-
tection and restoration targets contained therein

2030 Climate EU Target Plan
To set the path towards Europe’s climate neutrality in 2050.

e 17 September 2020: Commission presented the proposal
e June 2021: Commission is expected to review, and where neces-

sary propose to revise, all relevant policy instruments to achieve
the additional emission reductions

8th Environmental Action Programme (2021-2030)
To replace the previous EU Environmental Action Programme in line
with the Green Deal objectives.

e 14 October 2020: Commission presented the proposal

LIFE Programme 2021-2027
Set of projects funded by the EU to advance environmental and cli-
mate objectives.

e 17 February 2020: EU invests more than €100 million in new LIFE
Programme projects to promote a green and climate-neutral
Europe

e 1 April 2020: European Commission launches its 2020 call for
project proposals under the LIFE programme

e 16 November 2020: Commission approved an investment pack-
age of more than €280 million from the EU budget for over 120
new LIFE programme projects

European Climate Pact
Initiative for climate action that provides a space for people and or-
ganisations to exchange information and practices.

e 9 December 2020: Commission presented the initiative

IN THE PIPELINE

e Renewed Sustainable Finance Strategy (Fourth quarter 2020)
e Review of the Non-Financial Reporting Directive (by large com-
panies) (First quarter 2021)
e New EU Strategy on Adaptation to Climate Change (First quar-
30 ter 2021)



e Deforestation and forest degradation — reducing the impact of
products placed on the EU market (Second quarter 2021)

e Revision of the Energy Tax Directive (Second quarter 2021)

e Empowering consumers for the green transition (Second quar-
ter 2021)

e Proposal for a carbon border adjustment mechanism (Second
quarter 2021)

YET TO BE ANNOUNCED

e FEffort Sharing Regulation (Second quarter 2021)

e Revision of the EU Emission Trading System (Second quarter
2021)

e New legal framework on the restoration of healthy ecosystems
(Fourth quarter 2021)

STRENGTHENING SECURITY AND DIPLOMACY

PRESENTED

New Strategy with Africa

Under the objective of “A stronger Europe in the world”, this aims at
intensifying EU-Africa cooperation with a specific focus on the green
transition and the digital transformation.

e 9 March 2020: Commission proposed the strategy
e 2021: Strategy is expected to be endorsed at the European
Union — African Union Summit (postponed from October 2020)

Green Agenda for the Western Balkans

Presented in parallel with the “Economic and Investment Plan for the
Western Balkans” and envisaging actions around the same pillars as
the European Green Deal.

e 6 October 2020: Commission adopted a comprehensive Eco-
nomic and Investment Plan for the Western Balkans and present-
ed Guidelines for the Green Agenda for the Western Balkans

e 10 November 2020: endorsement of the Green Agenda for the
Western Balkans at EU-Western Balkans Summit in Sofia

EU-China Comprehensive Agreement on Investment

To align EU-China trade on principles of intellectual property, technol-
ogy transfer and sustainable development
e 30 December 2020: an agreement in principle (not a legal text)
has been reached between the EU and China, containing provi-
sions on sustainable development

IN THE PIPELINE

e Join Communication on the Arctic (Fourth quarter 2021)
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