Follow up to the European Parliament non-legislative resolution on the climate, energy and environmental State aid guidelines (CEEAG)
1.	Resolution tabled pursuant to Rules 132(2) and (4) of the European Parliament's Rules of procedure
[bookmark: _GoBack]2.	Reference number: 2021/2923 (RSP) / RC9-0535/2021 / P9_TA PROV(2021)0441
3.	Date of adoption of the resolution: 21 October 2021
[bookmark: CEEAG]4.	Competent Parliamentary Committee: N/A
5.	Brief analysis/assessment of the resolution and requests made in it:
The resolution presents the position of the European Parliament on the draft Climate, Environmental Protection and Energy State aid guidelines (“CEEAG”) on which stakeholders were consulted in summer 2021. The resolution is supportive of the objective set forth by the Commission to extend the scope of the CEEAG to new areas and to increase the flexibility available to Member States in the design of a support measure. However, it calls on the Commission to increase the ambition for aid for the improvement of the energy and environmental performance of buildings, requiring higher levels of reductions of primary energy demand. It stresses that the ambition set forth in the Fit for 55 package will require a considerable investment in decarbonisation, especially in energy intensive industries. Therefore, the resolution calls for the inclusion of additional sectors among the ones eligible to receive aid in the form of reductions from electricity levies. The resolution also stresses that the phase out of fossil fuels should be accompanied by support for new technologies that can contribute to reducing overall emissions, avoiding lock-in effects or the creation of stranded assets. It also recommends introducing additional safeguards for aid directed at the early closure of coal, peat and oil shale activities. The resolution further calls for the introduction of a chapter in the CEEAG dedicated to renewable energy and to renewable energy communities. It recommends to integrate the energy hierarchy principles in the CEEAG, prioritizing energy savings and efficiency solutions, followed by renewable direct electrification and enhanced uses of renewable heat and, finally, by the use of other sustainable renewable-energy-based resources. The resolution further recommends to analyse the effects of the proposed changes on small and medium sized enterprises. It calls on the Commission to ensure legal certainty for existing support schemes and economic predictability for new measures, avoiding excessive burden that might hamper the achievement of the Green Deal objectives. The resolution argues that the State aid procedures lack transparency and calls on the Commission to disclose the timing of the procedural steps. Finally, the resolution further calls on the Commission and the Council to show full commitment to the EU’s international obligations on environmental justice under the Aarhus Convention, in relation to the findings in case ACCC/C/2015/128.
6.	Response to requests and overview of action taken, or intended to be taken, by the Commission:
On 21 December 2021, the Commission has endorsed the new ‘Guidelines on State aid for climate, environmental protection and energy’ (“CEAAG”), which were formally adopted on 27 January 2022 and apply from that date.
The CEEAG follows an evaluation of the existing rules, the Energy and Environmental State aid guidelines (“EEAG”), conducted as part of the State aid Fitness Check and a study carried out by external consultants. The Commission also carried out an inclusive consultation of all interested parties on the proposed revised rules, which yielded more than 700 contributions.
The revision of the guidelines is based on an extensive Impact Assessment that summarizes different policy options and their environmental, social and economic impacts.
Part 1: Horizontal approach
The CEEAG aim to support public authorities in reaching the Green Deal objectives efficiently and with minimum distortions of competition (paragraph 3). To this end, the revision of the CEEAG ensures alignment with the relevant EU legislation and policies in the environmental and energy fields, including the Fit for 55 package and the European Green Deal (paragraph 11). To ensure full coherence between the CEEAG and evolving legislation, the Commission intends to carry out an evaluation of the CEEAG as from 31 December 2027 (paragraph 25) but may decide to review or amend the Guidelines at any time if necessary.
Competition policy is a contributor to green objectives by promoting competitive markets that encourage businesses to produce at the lowest cost to invest efficiently and to innovate and adopt more resource- and energy-efficient technologies. In this respect, in order to develop a new growth strategy based on the European Green Deal and on competitive sustainability, it is essential that competition rules, and in particular State aid ones, fully play their role (paragraph 15).
The Commission agrees with the Parliament on the importance of the “energy efficiency first principle” (paragraph 21) as a pillar of the EU Energy Union. The principle is embedded in the Regulation on Governance of the Energy Union and Climate Action (2018/1999) as well as the Energy Efficiency Directive (2018/2002) and its proposed recast.
The Commission shares the view of the Parliament on the need to avoid long-term fossil fuel lock-in (paragraphs 4, 5 and 6) and, therefore, provides for an alignment between the CEEAG and the relevant EU legislation and policies in the environmental and energy fields by phasing out subsidies for fossil fuels, in particular those that are most polluting. In fact, for the most polluting fossil fuels, the CEEAG provides that a positive assessment by the Commission under State aid rules is unlikely in light of their important negative environmental effects. Under the CEEAG, State aid for measures involving natural gas is unlikely to be approved unless it can be demonstrated that the measures comply with the 2030 and 2050 climate targets and do not give rise to lock-in effects. Binding commitments is one way of ensuring compliance with those conditions. In the same vein, the CEEAG indicate that it is unlikely that a positive balance would be found for measures for security of supply that do not meet the emissions performance standard from Article 22 of Regulation (EU) 2019/943.
The Commission understands the call of the Parliament to avoid excessive levels of administrative burden in the State aid process (paragraph 26). In fact, the safeguards included in the CEEAG are fundamental to ensure that the increased flexibility and amount of aid allowed is effectively directed where it is needed to improve environmental protection, is limited to what is needed to achieve the environmental goals and does not distort competition or the integrity of the internal market. To reduce the administrative impact of the safeguards proposed, especially on small market actors, the Commission will apply certain safeguards only to schemes or projects that exceed a certain budget.
The Commission agrees that investments in decarbonisation require economic predictability (paragraph 24) and, for this reason, the CEEAG continue to allow support to be granted for long periods, in line with case practice under the EEAG.
Concerning paragraph 29, the Commission underlines that Member States may not wish to disclose information related to ongoing State aid processes that might be considered sensitive. The Commission intends to improve the State aid notification templates to align them with the new rules proposed, and to develop clear transparent criteria for the assessment of the compliance of national State aid measures with EU law.
With respect to paragraph 30, the Commission is currently analysing the implications of the findings and assessing the options available regarding case ACCC/C/2015/128 and, in line with the statement made in the context of the amendment of the Aarhus Regulation, will complete and publish this assessment by the end of 2022. If appropriate, by the end of 2023, the Commission will come forward with measures to address the issue, in light of the obligations of the EU and its Member States under the Aarhus Convention and taking into account the rules of Union law concerning State aid.
Part 2: Aid for the reduction and removal of greenhouse gas emissions including through support for renewable energy
In order to enable support for all technologies and approaches that can contribute to the Green Deal and to ensure that the Guidelines are as future proof as possible, the new Guidelines feature a broad section on “Aid for the reduction and removal of greenhouse gas emissions including through support for renewable energy and energy efficiency”. This allows the rules to be fit for a sector evolving at a fast pace (paragraph 14), ensuring the possibility to support innovations that can have a positive impact on the environment (paragraph 28). Renewable energy sources remain as important as ever, and within the broad section on decarbonisation measures, support for renewable energy is explicitly covered. Moreover, specific renewable schemes continue to be possible to ensure Member States have the necessary tools to support the achievement of the Union’s renewable energy targets and support specific renewable technologies where this achieves lower costs or other efficiency or environmental benefits (paragraph 17).
The Commission fully acknowledges the importance of renewable energy communities and of small and medium-sized enterprises (SMEs) in the energy transition. To that effect, the CEEAG provide the possibility to exempt energy communities from the competitive bidding requirement together with SME-owned projects below 6 MW installed capacity (or 18 MW for wind generation projects owned by energy communities and small and micro enterprises). More generally, where competitive bidding does apply, the CEEAG enable Member States to design tenders in a way which enhances the participation of energy communities, for example by lowering pre-qualification requirements.
SMEs and small mid-caps can also benefit from aid when they provide energy performance improvement measures under energy performance contracts, either for buildings or industrial activities. Furthermore, aid intensities can be increased by 20 percentage points for small undertakings or by 10 percentage points for medium-sized undertakings for a number of aid categories, such as aid for energy performance improvements in buildings, aid for the acquisition of zero-emission vehicles and the deployment of recharging and refuelling infrastructure, aid for resources efficiency, aid for the prevention or the reduction of pollution other than from greenhouse gases, and for studies or consultancy services on matters relating to climate, environmental protection and energy.
In addition, the proposed amendment of the General Block Exemption Regulation (GBER), on which stakeholders were consulted in the last quarter of 2021, provides additional flexibility for renewable energy communities and small scale installations, including the possibility to support project development through aid for feasibility studies.
Concerning paragraph 23, the Commission reiterates that the proposed rules generally require open measures, which give new entrants an opportunity to participate.
Part 3: Other environmental aid
The Commission shares the opinion of the Parliament that measures supporting energy efficiency in buildings can have a positive impact on reducing energy poverty (paragraph 7). In fact, under the CEEAG, the Commission intends to facilitate investments that contribute to achieving the objectives of the Green Deal. In this context, the CEEAG aim at striking a balance between on the one hand ensuring that the level of ambition of investments to increase the energy performance of buildings is sufficiently high, and on the other not leaving behind undertakings and projects that can contribute, even if to a smaller extent, to those objectives. The CEEAG therefore on the one hand require, for an energy performance improvement to be eligible for aid, to produce energy savings above a certain threshold (10% or 20%, depending on the type of building and intervention), and on the other hand, it incentivises Member States to support more ambitious renovations by allowing for higher aid intensities where the investment brings about a minimum 40% reduction in primary energy demand. Renovations that are limited in scope, such as those concerning single building elements, can still bring about significant aggregate environmental benefits where the scope of those measures is sufficiently broad.
In addition, the CEEAG aim to introduce significant simplifications in the area of the energy performance of buildings, and to make the rules fit to facilitate Member States’ efforts to deliver on the objectives of the Renovation Wave communication[footnoteRef:1]. [1:  	Commission communication of 14 October 2020 ‘A Renovation Wave for Europe – greening our buildings, creating jobs, improving lives’ (COM(2020)0662)] 

First, with regard to the simplifications, under the CEEAG, Member States are no longer required to deduct from the eligible costs the cost of the less environmentally-friendly investment that would be credibly carried out without the aid. As a result, all costs linked to the improvement of the building’s energy or environmental performance constitute eligible costs.
Second, with regard to the scope of the provisions, the Commission recognises, in line with the Renovation Wave, the importance of investing in the improvement of the energy performance of buildings, to make the European building stock not only more energy-efficient but also greener, healthier, more resilient and more digitalised. Therefore, to incentivise comprehensive renovations, the CEEAG allow Member States to combine under the same chapter aid for the improvement of the energy efficiency of buildings with aid for any other investments that improve their energy or environmental performance (e.g., on-site renewable energy generation and storage installations; recharging infrastructure for use by the building users; equipment for the on-site digitalisation of the building, in particular to increase its smart readiness; green roofs and equipment for the recovery of rain water).
Third, taking into account the need to allow Member States additional flexibility in this area, the CEEAG do not require Member States to use competitive bidding as a default methodology to allocate aid and establish the aid amounts. By doing so, the Commission recognises the need for Member States to take into account considerations other than cost effectiveness when granting support, as focusing on cost effectiveness only may be at odds with need to tackle energy poverty and prioritise the renovation of worst-performing buildings. For this reason, the CEEAG maintain the use of aid intensities and eligible costs as a default methodology for establishing the aid amount in this area, which entail a more limited administrative burden for both Member States and the beneficiaries.
Concerning paragraph 2, with regard to aid for circular economy and resource efficiency, the CEEAG were made more flexible as concerns both the scope of the provisions, which has been broadened to cover investments increasing resource efficiency and circularity beyond the area of waste management (i.e., the prevention, recycling or re-use of own and third party waste, as well as other products materials or substances which do not qualify as waste), and the quantification of the aid, with new possibilities as regards the identification of the relevant counterfactual for each specific case and the establishment of the aid amounts.
Part 4: Aid in the energy sector
Concerning paragraph 18, the Commission understands the importance of interconnectors to ensure security of supply. In particular, in the CEEAG, it is required that Member States, before implementing support measures, consider alternative ways of achieving security of electricity supply, including removing barriers to cross-border trade, and improving interconnection. In addition, the CEEAG require that security of electricity supply measures do not reduce incentives to invest in interconnection capacity and be open to capacity providers located in other Member States.
On paragraph 16, the Commission will assess in detail measures taken to compensate for the early closure of profitable coal, peat and oil shale activities. In this context, the Commission will examine, among others, whether the aid is limited to the minimum necessary and whether the Member State in question considered alternatives measures to achieve the desired outcome.
As regards additional costs, the idea of section 4.12.1 is to allow for the compensation of those additional costs incurred by the undertakings, for instance relating to additional social and environmental costs, which are directly caused by the early closure of profitable activities due to the government intervention. As stated in the CEEAG, additional costs cannot include costs that would also have occurred in the absence of an early closure of the activity.
Part 5: Aid in the form of reductions from electricity levies for energy-intensive users (EIUs)
With respect to paragraphs 9, 12 and 19, the Commission is aware of the challenges industries face in meeting the objectives of the Green Deal. That is why the CEEAG increase the possibilities to grant aid for industrial decarbonisation. The new Guidelines provide for additional flexibility for a variety of aid instruments, they enable aid for the full additional costs of more environmentally friendly activities, and they cover a wider range of technologies to achieve the Green Deal objectives. They facilitate the integration of new zero-emission, circular and sustainable solutions in all sectors, especially in hard-to-abate sectors.
The implementation of the Green Deal is likely to entail that levies financing decarbonisation policies will remain relevant in the EU. It is against that background that the CEEAG continue allowing for levy reductions for energy intensive users and extend this to all levies financing decarbonisation and social policies.
However, eligibility for levy reductions in favour of energy intensive users is limited to sectors for which the levies can heighten the risk of moving to locations where environmental disciplines are absent or less ambitious than in the EU. The new Guidelines are based on an enhanced policy consistency with similar EU rules, in particular the Emission Trading Scheme (ETS) State aid guidelines, and improve the balance between relocation risk and distortions to competition from such reductions.
In particular, the CEEAG define eligibility at NACE-4 sector level, which is the most disaggregated level for which official and verified data at EU level is available (paragraphs 8 and 13). This approach was taken as the CEEAG aim to provide a simple and homogeneous set of rules across the EU. Recently updated EU rules that address similar objectives, such as the carbon leakage list under the ETS and the ETS State aid Guidelines that allow for compensation on ETS indirect emission costs, are also largely based on eligibility at NACE-4 sector level.
In order to address some of the shortcomings related to the use of NACE-4 sector classification and to the sector coverage of official electro-intensity data, the CEEAG allow that a sector or subsector that is not included in Annex I may also be considered eligible. This requires that, in the context of a Member State notification of a relevant aid scheme, it is demonstrated that the relevant sector or subsector meets the eligibility criteria of the CEEAG on the basis of data that is representative of the sector or subsector at Union level, is verified by an independent expert and is based on a time period of at least three consecutive years starting no earlier than 2013. With respect to paragraph 20, the CEEAG also introduce environmental conditionalities that energy intensive users have to meet in order to benefit from levy reductions. In particular, to receive aid, beneficiaries would need to either: (i) invest in energy efficiency in line with their energy audit, or (ii) cover at least 30% of their electricity consumption from carbon-free sources, or (iii) invest in substantial reductions of GHG emissions. Moreover, undertakings operating in 25 eligible sectors as well as those eligible for a aid phase-out plan can receive higher aid intensities provided that they cover at least 50% of their electricity consumption from carbon-free sources, out of which either at least 10% will be covered by a forward instrument (such as a power purchase agreement) or at least 5 % will be covered by on-site or near-site generation. Such “green bonus” can spur not only the consumption of carbon-free electricity by beneficiaries, but also encourage the development of the market for renewable power purchase agreements and the market-based development of new generation from renewable sources. Investments by beneficiaries in own production of electricity from carbon-free sources can also strengthen local stakeholder involvement in the energy transition and can contribute to easing electricity grid congestion.
