Follow up to the European Parliament resolution on the role of EU cohesion policy and its actors in implementing the new European energy policy, adopted by the Commission on 24 April 2013
1.
Rapporteur: Lena KOLARSKA-BOBIŃSKA (EPP/PL)

2.
EP reference number: A7-0437/2012 / P7_TA(2013)0017

3.
Date of adoption of the resolution: 16 January 2013
4.
Subject: Links between cohesion and energy policies

5.
Competent Parliamentary Committee: Committee on Regional Development (REGI)

6.
Brief analysis/assessment of the resolution and requests made in it:
The resolution stresses that cohesion policy investments in the area of energy should contribute to the objectives of both EU cohesion policy and EU energy policy, and that these policies should promote growth and local job creation in all regions, while ensuring sustainable sources of energy and guaranteeing security of energy supply across the whole EU. It stresses the need to distinguish between cohesion policy goals that contribute to the Europe 2020 strategy on the one hand, and the EU's wider energy policy goals on the other, and that cohesion policy funds may be used as an additional source of funding for energy projects, only if a project contributes to cohesion policy goals.

It considers that local specificities and conditions should be taken into account, allowing the regions sufficient flexibility to focus on those sustainable energy sources which are best suited to the local and regional conditions and resources in order to achieve the Europe 2020 targets.

It stresses the importance of increasing administrative capacity in the Member States, at regional and local level and among stakeholders, in order to make effective use of the cohesion policy funding, to reach effective synergies between this funding and other funding and to support effective policy design and implementation. It also points to possible capacity deficiencies of regional and local authorities with regard to large-scale energy projects, which might hamper implementation. It therefore suggests not only that JESSICA, ELENA and IEE-MLEI should be strengthened, but also that any energy allocations within the cohesion policy should be reviewed by 2018 in light of their absorption rate.

It emphasises that bureaucracy and lack of procedural clarity have made access to cohesion policy funding difficult and discouraged those actors most in need of such funding from applying, and supports the simplification of rules and procedures, the removal of red tape, and increased flexibility in allocating these funds.

It stresses that new financial instruments (loans, loan guarantees and equity) should be in addition to direct grants and not a replacement. It considers that towns, especially small and medium-sized towns and rural communities, should be eligible for direct funding aid for energy efficiency (EE) and building renovation projects as well as transregional and cross-border projects, as they might lack the necessary administrative capacity to use other financial instruments fully. However, it also calls for full use to be made of synergies between public and private funds in financing energy projects.

It stresses the importance of cohesion policy funding for the full development of energy storage and transmission infrastructure and networks between the Member States and all regions of the EU, including the outermost regions, for the completion and functioning of the internal energy market, for the provision of an affordable, secure and sustainable energy supply and for achieving convergence among EU regions.

It also singles out that different geographical conditions mean that there cannot be a 'one-size-fits-all' energy policy for all regions. It supports a multi-level governance and decentralised approach to energy policy, including, among others, the Covenant of Mayors.

The resolution also notes that, while Member States are changing their energy mixes in accordance with EU climate goals, many regions are still dependent on fossil fuels, and believes therefore that these regions should be encouraged to use sources of energy, compatible with the goals of smart, sustainable and inclusive growth.

The resolution welcomes the Smart Cities and Communities European Innovation Partnership and calls on the relevant partners involved in planning processes for sustainable urban development to take fuller advantage of the benefits available under the JESSICA and ELENA initiatives for sustainable energy investment at local level. It takes the view that cohesion policy can play a key role in exploiting the potential offered by innovation, research and development, so that future challenges in the field of energy can be turned into an opportunity that will revitalise the Union's economic strength.

It supports the use of cohesion and energy policy funds for cross-border projects with third countries and connections between national networks, and encourages use of the European territorial cooperation objective and the Connecting Europe Facility to implement cross-border strategies on efficient energy production, distribution and use.

The resolution puts forward that only greenhouse gas reduction projects targeting the installations listed in Annex 1 to the ETS Directive should be excluded from the ERDF and the Cohesion Fund and suggests withdrawing this exclusion from projects located in convergence regions.

It notes that district heating and cogeneration plants are widely present especially in Central and Eastern Europe and believes that upgrading them and their distribution networks, and where necessary the creation of high efficiency new plants, would have a positive environmental impact and should therefore be supported by cohesion policy.

It also notes the need for EE and development of RES in rural areas and stresses the increasing energy saving potential in rural households, which might require innovative funding schemes as these communities lack the financial institutions with the ability to support such projects.

Finally, it stresses the significant advantage of using cohesion policy funding for the implementation of the ICT networks needed in order to develop a secure and robust smart EU energy grid.

The resolution urges the Commission:
· To maximise the degree of coordination between the Structural Funds and the Cohesion Fund, on the one hand, and the Connecting Europe Facility, on the other.
The resolution asks the Commission:
· To further clarify and define which energy sectors would not be eligible for cohesion policy funding [on the basis of the list in Annex I of the ETS Directive] and to withdraw this exclusion from projects located in convergence regions.

· To ensure that energy policy is 'rural proof' by addressing in a more comprehensive and coordinated way the challenges and opportunities that rural areas face when it comes to energy use and production.

The resolution calls on the Commission:
· To establish an EU-wide cooperation programme, based on the experience of the twinning programme, in order to improve cooperation between regions with high rates of absorption of EU funds and those with low absorption rates and to facilitate the dissemination of best practices.
The resolution suggests to the Commission:

· That an energy efficiency strategy needs to be drawn up for small communities.

· That the EU should start measuring and implementing European energy objectives on an EU-wide scale.
7.
Response to requests and overview of action taken, or intended to be taken, by the Commission:
The Commission shares the view that cohesion policy investments in energy should contribute to the objectives of both EU Cohesion Policy and EU Energy Policy, and that these policies should promote growth and local job creation in all regions, while ensuring sustainable sources of energy, guaranteeing security of energy supply across the whole EU and supporting the functioning of the internal energy market. It also agrees that cohesion policy should support energy policy investments only when these promote cohesion policy objectives.
The Commission agrees that research and innovation in sustainable energy is key to achieving the EU climate and energy targets for 2020, as well as the target for 2050 of a 85-90% reduction in carbon emissions.
The Commission strongly agrees that there should not be a 'one-size-fits-all' energy policy for all regions, and this also applies to the design of the energy measures under the cohesion policy programmes, which need to be tailor-made to reflect local and regional needs while safeguarding the internal energy market. This obviously also means that the needs of rural areas should be properly taken into account.

This also means that the Commission fully supports a multi-level governance and decentralised approach to energy policy, and agrees on the usefulness of initiatives such as the Covenant of Mayors and its Sustainable Energy Action Plans (SEAPs). The SEAPs could be an efficient vehicle to get a good quality pipeline of projects that could possibly receive cohesion policy co-financing, meaning also that cities or other project promoters could apply for funding for a coherent set of projects.

In general, EE investments will entail a cost-savings stream, and RES investments will generate a revenue-generating stream. For this reason, the Commission considers that the bulk of investment in this area should be made by the private sector, and Member States and regions should ensure that public funding, subject to State aid rules, complements private investment, leveraging it, and not crowding it out.

For this purpose, the Commission encourages Member States to increasingly use financial instruments as innovative delivery mode complementing and attracting private capital. The new Financial Regulation contains clear rules to enable better combination of financial instruments with other forms of support, in particular with grants, as this further stimulates the design of well-tailored assistance schemes that meet the specific needs of Member States or regions.

The Commission shares the view of the European Parliament on the need for close monitoring of the good use and efficient absorption of the cohesion policy funding, but it considers that it would not be appropriate to already anticipate potential difficulties in this area and foresee a specific review for energy allocations by 2018. Rather, on the basis of all the experience gathered in the current period the Commission will aim to provide the best possible guidance and advice to make sure that the planned allocations are fully used, and in an optimal way.

In this context, the Commission strongly agrees on the need for increased administrative capacity for good implementation of cohesion policy investments in sustainable energy, and has indeed proposed a reinforced focus on improvements in this area in 2014-2020, with a separate Thematic Objective on Enhancing Institutional Capacity. The Commission also agrees on the need for further simplification and has made a number of proposals to this effect for the next programming period.
As to cooperation, the proposed European Territorial Cooperation Regulation already sets out the possibility that interregional cooperation programmes support cooperation activities and exchange of good practices on the thematic objectives identified in the Common Provisions Regulation, inter alia on the shift towards a low-carbon economy. Within the next Multi-annual Financial Framework, the Commission has also proposed to continue its support for tackling non-technological barriers through the 'Market uptake of energy innovation' area of Horizon 2020's Societal challenge on "Secure, clean and efficient energy" over 2014-2020. A significant share of this budget will focus on non-technology aspects and removal of existing regulatory, financial, market and behavioural barriers, continuing the positive experience with the Intelligent Energy Europe Programme. For this reason, the setting up of a specific EU-wide programme aiming to foster cooperation and exchange of best practice in the field of energy does not seem to be necessary.

The Commission fully agrees with the need to increase coherence with other EU policies and instruments, in particular Horizon 2020 and the Connecting Europe Facility. For this reason, the Commission has proposed to establish a Common Strategic Framework which will set out the arrangements that ensure coordination between the ESI Funds and other Union instruments and policies. Partnership Agreements submitted by Member States shall set out these arrangements at national level, in line with the institutional framework of each Member State. The Commission will assess the appropriateness of these arrangements when appraising draft Partnership Agreements. The services of the Commission are closely working together to ensure that the future policy frameworks and their implementation are strongly complementary and aligned.
This also means that not all types of investments can be co-financed by cohesion policy funding. For the future, the Commission seeks an even more targeted approach, focusing on fewer priorities, and translating the Europe 2020 Strategy and its headline targets into concrete investment in Member States and regions. In this context, cohesion policy will place even further emphasis on supporting investments linked to the energy targets of the EU, i.e. a strong focus on investments in energy efficiency, renewable energy and smart grids at the distribution level. This means that some of the areas mentioned in the resolution (such as transmission networks for electricity and gas), even though they may be important in their own right, might not be co-financed by cohesion policy funding, but in some cases potentially rather by the Connecting Europe Facility and in other cases it would rather have to be through national funding, to the extent that public funding will be needed and is compatible with State aid rules. However, the Commission considers that this kind of discussion would rather belong in the negotiations about the cohesion policy regulatory package.

Article 3 of the proposed ERDF Regulation and article 2 of the proposed Cohesion Fund Regulation set out the areas which these funds shall not support: decommissioning of nuclear power stations, and the reduction of greenhouse gas emissions from activities falling under annex I of the ETS Directive (Directive 2003/87/EC). As to the suggestion of the resolution to exclude projects in convergence regions from this rule, the Commission considers that it is precisely in these regions that funding from cohesion policy is at greatest risk of undermining the emissions trading scheme, and jeopardizing objectives linked to climate change.
The Commission agrees on the importance of ensuring an energy policy that pays attention to the rural dimension. With regard to renewable energy sources, their deployment can potentially enhance security of supply, climate change mitigation and economic development in rural areas. In order to do so, it is crucial to develop place-based strategies and funding that are grounded in local conditions and opportunities and that focus on the competitiveness of rural areas.
With regard to RES, EU-wide objectives are currently in place (20% of gross final energy consumption from RES and 10% of gross final energy consumption in transport from RES by 2020) and a strong European regulatory framework is contributing to drive RES deployment.
Finally, the Commission would like to point out that paragraphs G and H of the resolution should rather read as follows:
“G. whereas, under the original Commission proposal, at least 80 % of ERDF resources in more developed regions and 50% in less developed regions are to be allocated to the thematic objectives of research and innovation, competitiveness of SMEs and the low-carbon economy;
H. whereas a minimum of 20 % and 6 % respectively of the ERDF resources at national level are required to be allocated to support the shift towards a low-carbon economy, in particular energy efficiency and renewables, which is a significant amount of funding;”
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