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When asked to what extent CEF successfully addresses the challenges listed®' and when
respondents were most positive towards the following challenges: promoting economic
growth and jobs across the EU (either fully addressed or fairly well addressed - 65%) and
completion of the TENs (62%). Respondents were fairly neutral towards the transition to
a low carbon and climate resilient economy and society (51% either fully addressed or
fairly well addressed); the transition towards clean, competitive and connected mobility
(50%); the transition of EU energy and need for ensuring security of supply (52%).
Respondents were less positive towards the extent to which the following challenges are
being addressed; Implementation of the Digital Single Market (42% to 58%) and
development of new long-term energy sources (34% to 66%).

The majority of transport respondents considered the transport-focused challenges as
being fully addressed or fairly well addressed; completion of the TENs (67%), the
transition to a low carbon and climate resilient economy and society (54%) and the
transition towards clean, competitive and connected mobility (58%).

Energy respondents believed completion of the TENS to be the challenge mostly
addressed by the current programmes/funds (65% of the respondents said that it was fully
or fairly well addressed) with promoting economic growth and jobs across the EU (58%)

81 No opinions were removed for the analysis of this question.
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and the transition of EU energy and need for ensuring security of supply (55%) following
behind. Only 35% of energy respondents considered CEF to be addressing the challenge
of development of new long-term energy sources.

Digital sector respondents identified the Implementation of the Digital Single Market as
the challenge mostly addressed by the current programmes/funds (54% of the
respondents said that it was fully or fairly well addressed). Promoting economic growth
and jobs across the EU was voted in second place (47%), while completion of the TENs
stands as the third mostly addressed challenge by current programmes/funds (43%).

1.2.2 Added value
3. To what extent do the current programmes/funds add

value, compared to what Member States could achieve at
national, regional and/or local levels?
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The figure above illustrates that a majority of respondents (76%) believe that CEF adds
value compared to what could be achieved at national, regional or local level. The figure
rises to 80% when looking at transport respondents only, decreases slightly to 74% for
energy respondents and further to 65% for digital respondents.

When asked to explain how the current programmes/funds add value compared to what
Member States could achieve at national, regional and/or local levels, a large number of
transport respondents listed green and sustainable transport and transnational and cross-
border transport infrastructure, in particular rail, as the two areas where CEF funds added
most value. Territorial cohesion and access to isolated regions were also seen as areas
were EU funds played an important role. One respondent pointed out that the importance
of local and regional authorities in the establishment of the trans-European transport
network had been "legitimised" via the corridor fora. The CEF was also seen as playing
an important role in contributing to the development of inland waterways, the
implementation of common standards and technologies in Europe (e.g. rail
interoperability, intelligent transport, ERTMS), fostering innovation and new
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technologies, and promoting road safety. A few respondents highlighted the importance
of cities, noting that CEF funding for urban nodes was largely insufficient.

The vast majority of the energy sector respondents confirmed the added value of the
program stating that EU funds play a crucial role in enabling the implementation of EU
policies by financing actions that the Member States would not have been otherwise able
to fund on their own. Moreover, most of the respondents highlighted the fact that the
program finances cross-border projects that in many cases are of lower priority for the
Member States as well as of much higher risk, but which at the same time yield
significant welfare benefits for the European citizens.

Digital respondents mentioned the unification of infrastructure, which results in the cross
border interoperability and contributes to the sustainable, inclusive economic growth and
cohesion within the European Union. Some more specific achievements of the CEF
programme, which would not have been at place with only national funding at disposal,
were mentioned.

1.2.3 Objectives

When asked is there a need to modify or add to the objectives of the programmes/funds
in this policy area and if yes, which changes would be necessary or desirable, a large
number of transport respondents called for increased funding for low-emission mobility,
promoting a modal shift from road to sustainable modes of transport, including
waterborne. Respondents suggested that sustainability should be better integrated as a
selection criterion, and that the term "EU added value" should be more clearly defined.

Some respondents also called for EU funds to be made available to fund local public
transport and to promote regional projects, in particular in peripheral regions. They
argued that EU funding for transport infrastructure at the heart of urban nodes is too
limited. A number of respondents also argued that, as ports are transnational in nature;
their co-financing rate should be raised from 20% to 40%.

The majority of energy respondents were of the view that the concept of synergies
between the three sectors should be reinforced with particular emphasis on the
combination of energy and digital infrastructure elements. In the same vain, some of the
participants raised the issue of sector coupling and how the programme could extend in a
way to address this emerging need. Moreover, some of the respondents highlighted the
role that green gas could play in the energy transition and suggested that CEF’s
objectives could extend to the deployment of new carbon-neutral technologies, while
others proposed exploring opportunities for a Trans-European Network for Green
Infrastructure ("TEN-G").

Digital respondents highlighted the necessity to commit more funds to increase
connectivity (including creation of a dedicated fund for Broadband), and reduce the
digital gap between rural and urban areas. Highly specific technical suggestions on
changes in procedures or regulations were also submitted.
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1.2.4 Obstacles

6. To what extent do you consider the following as obstacles which prevent the current programmes/funds from
successfully achieving their objectives?
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The most prominent obstacle identified by respondents by quite some margin was
complex procedures leading to high administrative burden and delays (65% chose to a
large extent or to a fairly large extent). The second most important challenge was the lack
of flexibility to react to unforeseen circumstances and new user needs (53%) while the
third was insufficient synergies between EU programmes/funds (51%). The lowest
scoring obstacles were limited information on the selection process (39%) inadequate co-
financing rates (41%) and difficulty to ensure the sustainability of projects when the
financing period ends (43%).

When looking at transport respondents only, the figure for each obstacle was higher and
in particular for complex procedures leading to high administrative burden and delays
(70%), lack of flexibility to react to unforeseen circumstances and new user needs (59%
as opposed to 53% overall) and insufficient administrative capacity to manage
programmes (56% compared with 50% overall). On the other hand, for energy
respondents the figure was lower for each obstacle with only complex procedures leading
to high administrative burden rated as an obstacle by over half of energy respondents
(61%). The next most important obstacle for energy respondents was and insufficient
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administrative capacity to manage programmes with 41% of respondents rating it at to a
large extent or to a fairly large extent. The most important obstacles for digital
respondents were complex procedures leading to high administrative burden and delays
(72%), the difficulty of combining EU actions with other public interventions (61%) and
insufficient synergies between EU programmes/funds (54%).

Only 26% of respondents identified other obstacles. For transport respondents, further
flexibility in the eligibility criteria of CEF calls was requested by several stakeholders as
well as more flexibility to the programme generally such as with regards to the
requirement for Member State approval of applications and the facilitation of synergies
with other sectors. Some stakeholders raised the administrative burden at Member State
level in the implementation of the CEF programme as well as requesting further clarity
regarding the timing of calls. The importance of grants was highlighted as well as the
need for an increased budget given the large oversubscription in the current programme.
A few stakeholders requested exemption for the national co-financing element from the
Stability and Growth Pact rules.

A commonly identified obstacle for energy respondents was the timing of the calls. More
specifically, the respondents stated that they should be given more time to prepare their
application and asked for more flexibility with the deadlines. Some of the participants in
the survey mentioned that more clarity regarding the eligibility criteria is required, while
very often it is difficult for them to identify the right person that could provide them with
all necessary information.

When stating other obstacles, digital respondents referred to general issues such as the
complex procedures, the lack of flexibility or the lack of knowledge of the local
authorities as well as the insufficient funding for CEF and Broadband and the low
priority of the disadvantaged areas.

1.2.5 Simplification and reduction of administrative burden

7. How could current programmes /funds be further simplified and administrative burdens for beneficiaries be
reduced?
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The majority of respondents believed that simplification and reduction in administrative
burden could be reduced with fewer, clearer, shorter rules (79% to a large or fairly large
extent), the alignment of rules between EU funds (73%), more effective stakeholders’
involvement in the programming, implementation and evaluation (72%), more flexibility
of resource allocations to respond to unexpected needs (69%) and sufficient flexibility
between programming periods (63%). The results were fairly similar across all sectors.

Over 77% respondents gave no opinion or no answer to specifying another possible
method. Of those who did provide suggestions, a number of transport respondents called
for more foreseeable timetables for CEF calls, more even distribution of funds over a
funding period, and more direct involvement of regional authorities in the programming
and implementation of the CEF. They suggested that feedback be given directly to
applicants rather than via the Member States. They asked for pre-financing opportunities
or more financial support dedicated to the development phase of projects. One
respondent suggested that allowing more lead time for applying for funding would be a
way to reduce administrative burden, as it would allow the work to be spread over a
longer time period.

Respondents also pointed out that a two-stage application process (like in H2020 or
Interreg) could significantly reduce the burden on applicants. They suggested that a
simplified proposal could be submitted during the first phase, with more detailed
proposals only required during later phases. Respondents called for simpler procedures,
uniform rules across the various EU funds, and greater flexibility at project level.

Other proposals included broader stakeholder involvement, a one-stop-shop for
infrastructure projects, and translation of documents in all EU languages. A couple of
respondents asked for the publication of a Eurostat Guidance on the statistical treatment
of concession contracts. It was also recalled that the SGP rules represented a heavy
constraint on Member States' co-financing capacity.

Referring specifically to ERTMS, a large French company pointed out that the duration
of the GA is not enough to cover the cycles related to public procurement procedures.
They also called for CEF grants to be paid on the basis of an interoperability
demonstration rather than submission of the file to the National Safety Authority.

Most of the energy respondents suggested that more effective stakeholders' involvement
in the programming, implementation and evaluation process could lead to further
simplification of the current program and reduction of the administrative burdens for
beneficiaries. They also proposed that fewer, clearer and shorter rules as well as more
flexibility of resource allocation to respond to unexpected needs could be a solution to
the various procedural complexities. One of the additional suggestions submitted by the
energy sector respondents is the division of the grant application process into two steps:
the first for the identification of the eligible projects and the maximum amount of fund
likely to be granted and the second for the actual award of the grant. A few respondents
proposed the simplification of the (regulatory Cross Border Cost Allocation — CBCA)
process as well as the acceleration of the applications' evaluation phase.

Both segments agree that fewer, clearer and shorter rules would simplify to a large or
fairly large extent current programmes and funds, reducing administrative burdens for
beneficiaries. In second place, both elected more effective stakeholder's involvement in
the programming, implementation and evaluation. In third place, again the segments
agree on the alignment of rules between EU funds as an initiative that would simplify the
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current programmes and funds. Respondents are divided on question whether more
reliance on national rules would simplify the administrative burdens. Not at all or to
some extent only, was the opinion of 49% of both segments, as opposed to 37% of digital
and 32% of overall respondents meaning that more reliance on national rules would lead
to simplification at a large or fairly large extent.

Digital respondents mostly referred to simplification of procedures on the EU side and to
greater involvement of the local actors on the MS level in early phases of drafting, as
well as later in the implementation phase. A call for a dedicated fund for Broadband was
made, as well as the necessity to introduce more flexibility of expenditure eligibility.

1.2.6 Synergies

When asked how could synergies among programmes/funds in this area be further
strengthened to avoid possible overlaps/duplication and whether for example,
grouping/merging some programmes should be considered, to a large extent the
respondents concurred that keeping the transport, telecom and energy sector together
seems appropriate in light of their common goals and challenges but that a separate pillar
per sector seemed appropriate given particular circumstances.

Respondents requested that greater coherence be provided between CEF and
complementarity funds such as Horizon 2020 and ESIF through clarifying the perimeter
of the various funds. Some of the respondents suggested the establishment of a "one-
stop-shop" approach by which a project developer could enter data once on a single
portal and apply for funds from various programs, while others stressed the importance
of just better coordination and alignment between the various EU and national funding
programs. On the other handsome respondents sceptical about the grouping/merging of
programs stating that this might create ambiguity.

Several respondents mentioned the limited success of harnessing synergies in the current
CEF programme and stressed the importance of emerging needs such as decarbonisation
and digitalisation. Thematic cooperation and building on the lessons learned from the
CEF Synergy Call 2016 was encouraged by several respondents in order to make the
most efficient and effective use of the CEF instrument. Joint work programmes on
common themes across sectors was suggested for instance. Several respondents also
suggested that greater flexibility and simplification of rules could help to foster further
synergies.

1.3. POSITION PAPERS

84 respondents of the OPC offered additional contributions in the form of a position
paper. Position papers were submitted by ‘non-governmental organisation' (28), 'trade,
business or professional association' (18), 'private enterprise’ (15); 'regional or local
authority (public or mixed)' (12), and 'international or national public authority’ (5),
'research and academia’ (1), and 'professional consultancy, law firm, self-employed
consultant' (1).

Among all received position papers, 23 focused particularly on the transport pillar of
CEF and commented on this matter. Furthermore, 15 respondents used the opportunity to
provide more targeted input regarding the role of CEF to the energy systems, while five
other position papers were strictly dedicated to issues concerning the digital sector. All
the remaining documents took a more general approach, either targeting multiple sectors
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of CEF activity at once, or highlighting the importance of other topics. Below follows an
overview of the key remarks made by respondents, divided by the sector of activity.

1.3.1 Transport

In addition to highlighting the importance of investment in specific (missing) links, cross
border sections and bottlenecks of particular interest to certain stakeholders, increasing
co-financing rates, and calling for an increase in the overall CEF budget compared to the
current programming period, several other issues were raised by stakeholders issued.
These were as follows:

e Increasing the availability of DG MOVE and INEA to provide advice as part of
the development and at different stages of CEF implementation

e Allowing access to CEF grants for initiatives such as cross border metro / light
rail and short sea shipping vessels (where waterborne transport is the only
connection within the TEN-T) as well as increasing funding opportunities for
ports, in particular, LNG bunkering facilities;

e Making calls for proposals more predictable, simplifying application procedures,
and increasing the transparency regarding the final selection of projects;

e Incentivizing 'green and clean' projects (e.g. by increasing co-financing rates,
adopting a climate rating methodology);

e Recognizing cycling as a major mode of transport in the new financial
frameworks and support the implementation of those measures included in the
EU’s new Road Safety Programme 2020-2030 which have the highest lifesaving
potential;

e Further improving and facilitating cities’ involvement in TEN-T governance, and
stimulating cooperation between all relevant public and private sectors.

1.3.2 Energy

In the position papers received for the energy programs, stakeholders recognised the
importance of the CEF for the development of transmission projects with high net
benefits at EU level but also with high investment costs due to the technology required to
minimize environmental and social impact. On the other hand, there was criticism about
the eligibility criteria for not being clear enough in the case of grants for works and in
terms of the CBCA decision for being rather restrictive. Stakeholders from the Baltic
region stressed the role of CEF in strengthening security of supply, highlighting the
significance of the projects contributing to the Baltic synchronisation and the
diversification of the region's natural gas sources.

Other energy stakeholders stressed the potential of biomethane in countries like France
and its contribution to sustainable development objectives as well as the benefits of
offshore wind power. Furthermore, there was a paper suggesting the introduction of a
Full Lifecycle Cost Management (FLCM) method that could master and estimate the cost
of the plant operation and electricity cost, while an energy stakeholder provided insight
into the macro-trends of the changing energy system — including decarbonisation,
digitalisation, decentralisation, sector coupling and uncertainty — and how the next
generation of EU energy infrastructure policies can successfully adapt concluding that
financing flows should be channelled towards the low carbon infrastructure of the future.

Finally, there have been submitted a number of position papers arguing in favour of
investing in energy renovation of buildings in the post-2020 EU Multiannual Financial
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Framework, highlighting the benefits to the local economies and the environment and
suggesting among other things that the new CEF should enable investments in efficiency
in demand- and supply-side infrastructures, in particular where they have the potential to
avoid unnecessary network investment.

1.3.3 Digital

The position of the stakeholders from the digital sector were aligned on the requirement
for an increased EU investment in the state-of-the-art digital infrastructure, as it is a
catalyst to all other economic sectors' growth. Connectivity was regarded as central to
participation in the economy and society, and they pinpointed that a proper infrastructure
including broadband and 5G will set up Europe as a serious player in the global digital
economy.

1.3.4 General

Most notably, many of the received position papers elaborated on the importance of
environmental protection and the need to incorporate it into CEF's objectives. Other
stakeholders highlighted aspects related to multiple CEF pillars including:

e Existing railway infrastructure should be given priority in EU programmes, and
most of all in CEF. There was a call for the establishment of a Shift2Rail 2.

e Spending on energy and transport infrastructure should prioritize projects of
cross-border nature that deliver EU added value and which explicitly support the
EU’s climate and energy policies

e Investment in vehicle charging infrastructure should be increased, along with
ensuring that electrification projects of public transport systems are eligible for
support.

e Green hydrogen economy, sustainable mobility, and autonomous mobility are
emerging markets and need (experiment) space in the existing EU legislation to
make public-private partnerships possible without tendering and state aid issues.

e The Digital sector was highlighted as was the need to increase competitiveness of
the EU through connectivity across EU with strong focus on rural

e Also, connectivity, 5G and interventions in these fields are seen as the key factor
improving economic performance, promoting qualitative leaps and generating
jobs in the EU

e Furthermore, the stakeholders stress the contribution of digitalization, as well as
the importance of the synergies between the TENs. Consequently, digitalization is
considered one of the key elements to be supported by EU investments

4. SPECIFIC CONSULTATIONS TO REINFORCE SYNERGIES BETWEEN THE THREE SECTORS

In addition to the online public consultation - organised as part of a series of public
consultations covering the entire spectrum of EU future funding - specific expert and
stakeholders consultation workshops where organised to reinforce synergies between
sectors.

4.1 Expert stakeholder Consultation workshop on Green-ICT on 30th January 2018
in Brussels
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The take-up of emerging ICT technologies and paradigms (e.g. IoT, Could Computing,
Big Data, Data Analytics, etc.) has contributed to the modernisation of our economy,
from transport to manufacturing. However, this also meant that the energy consumption
of the ICT sector itself (in particular data centres and networks) is drastically increasing.

To reduce the carbon footprint of the ICT sector is a necessary condition in order to
achieve the EU climate and energy goals. The experts considered action on both
infrastructure and cross-border services. On infrastructure they recommended:

Support the creation of an EU wide cross-border govCloud based on Open technologies
to pool together resources contributed by various MS public sector including both
sharing and hosting infrastructure. Support the deployment of cross border broadband
high capacity low latency connectivity infrastructure as a necessary condition for the
deployment of the EU-wide govCloud.

Create an EU network of data centres (the govCloud) connected cross border to the smart
grids of the neighbouring countries. Provide cross-border connectivity in areas that are
ideal locations for data centres (e.g. regions rich in renewable energy sources and/or
possibilities for heat reuse but no connectivity), while analysing and identifying other
areas in the European network requiring more bandwidth and access points. This would
give data centres the option to locate in optimal areas helping them reduce their
environmental footprint.

On the cross border services, they proposed the deployment of EU wide data platforms.
Examples are a platform to collect energy consumption reports and a cross-border
platform to exchange cybersecurity information and best practices.

4.2 Expert stakeholder Consultation workshop on the Internet of Energy held on
26th February 2018 in Brussels

Expert's recommendations can be classified in two groups. Firstly to support digital e-
platforms providing energy related information services. These would facilitate the
development of the EU energy market in general and more optimal use of renewable
energy production across Europe. Secondly, they stressed there is a need to deploy digital
infrastructures to optimise the energy interconnections amongst the EU member states.

On Digital energy-services e-platforms, there was general agreement that creating a new
renewable energy availability e-platform, forecasting generation across the EU, providing
predictive information on renewable energy availability across the EU to generators,
TSOs, DSOs, aggregators, and other energy market players, would open new
opportunities for interaction and service sharing. It would increase market transparency
and asset optimisation across the energy value chain and facilitate more optimal use of
renewable energy generation capacity throughout the EU. It would enable better
information flows about energy resource availability and would result in more efficient
use of energy resources and interconnection capacity across borders.

Other platforms were also proposed e.g. on cybersecurity and on simulation to monitor
and predict the evolution of all aspects the EU energy market.

On Digital infrastructures, the interconnection of Smart Grids operating in different MS
is already happening at TSO level and they recommended more coordination between the
TSOs and DSOs and also amongst DSOs. The there is a need for more integration of the
distribution grid and the transmission systems and more interconnections at lower
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voltage levels to enable digital and physical interconnections at the distribution level and
across international borders in the future.

Also, there are synergies to be exploited amongst the telecoms, energy and transport
sectors in terms of digitalisation and infrastructures. Close collaboration amongst these
sectors is needed in order to use resources efficiently and effectively to build a
framework that will support the development of new value added services connecting the
three pillars of IoT, 5G networks and the Internet of energy (IoE). This needs to be a
done in a way that is open and compatible at the EU level.

4.3 Consultation to MS on Connected and Automated Mobility (CAM)

In April 2016 the Dutch Presidency organised an informal transport council during
which the Amsterdam Declaration was presented and endorsed by all Member States. It
focuses on cooperative driving and automated vehicles.

The Dutch ministry organised two High Level Dialogues to follow-up on the goals set
out in the Amsterdam Declaration. As a result, 27 Member States plus Norway and
Switzerland signed on 23 March 2017 in Rome the Letter of Intent on cross-border
demonstration and testing of CCAM.

Extensive consultations with Member States took place to identify possible cross-border
corridors and during the High Level meeting in Frankfurt and the Round table on CAD
(14-15 September 2017), six cross-border initiatives were announced by Member States:

e FR - DE - LU: Metz-Merzig-Luxembourg

e NL - BE: Rotterdam-Antwerp-Eindhoven;

e ES —PT: Porto-Vigo and Merida-Evora (corridor Lisbon — Madrid);

e FI—NO: The E8 "Aurora Borealis" corridor between Tromse (Norway) and Oulu

(Finland);

e The "Nordic Way" between Sweden, Finland and Norway.
The Commission is aiming at having more concrete progress on these corridors and
having some additional corridors announced in the frame of the Digital Day 2 high level
event on 10 April 2018 in Brussels.

The policy context

e This is in line with other Commission initiatives including GEAR2030 (managed
by DG GROW, having provided stakeholder recommendations to the
Commission in October 2017), the work of DG MOVE on C-ITS (Cooperative
Intelligent Transport Systems, aiming at a Delegated Act scheduled for the end of
2018 providing technical and organisational specifications for deployment) and
the Communication on CCAM scheduled for 2 May 2018 as part of the third
Mobility Package.

e (CCAM has been identified as a promising (flagship) application enabled by the
future deployment of 5G networks, e.g. in the 5G Action Plan. The Commission
has further proposed that all main EU transport paths be covered by 5G services
by 2025 (Communication on connectivity for the gigabit society). Where 5G
infrastructure is deployed, it will provide uninterrupted coverage for relevant
CCAM services across the full corridor.
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e CCAM will figure prominently in the 3™ mobility package that the Commission
intends to adopt on 16 May this year. This package will come two weeks after the
adoption of the data package and the Communication on Artificial Intelligence,
both extremely relevant for the automotive sector. By the end of the year, we will
also adopt the cyber security package. It will complement the related C-ITS
legislative approaches by giving guidance how to provide overall security,
concerning different strands of possible attacks to the moving vehicle.

4.4. Expert workshop on the extension of scope towards cross border cooperation on
Renewables on 5" March 2018 in Brussels

A stakeholder workshop "Towards a more Europeanised approach to Renewables' policy
— a possible instrument to support cross-border cooperation on renewables in the MFF
post-2020" took place in Brussels, 5 March 2018 in order to support the analysis of this
part of the impact assessment. The expert stakeholder event gathered around 60
participants, including representatives from 12 EU Member States and the Energy
Community, TSOs, utilities, industry umbrella organisations NGOs, think tanks and
consultancies. The purpose was to allow stakeholders to express their views on the merits
and design of an enabling instrument for renewables regional cooperation. Questions for
discussions focussed on persistent barriers, main criteria to assess the EU added value,
delivery mechanisms and innovation.

Main outcome of the discussion:

. The benefits of having a more coordinated approach to renewables planning and
deployment are uncontested, but at the same time barriers are preventing cooperation to
happen.

. Member States face a basic conflict between achieving greater cost efficiency
through cross-border cooperation (but potentially having to trade-off with RES
investments and benefits occurring in another country) and public acceptance and
preference for investments at home (but then losing out on potential gains from
cooperation),

. Setting up cross-border cooperation on renewables is complex, lengthy and might
benefit from facilitating action by EU. Ambition in first cooperation projects was even
too high (Kriegers Flak planned to involve 3 MS, meshed DC grid still as long-term
ambition).

. Financial support (comprising financial instruments and grants) for renewables
projects of European interest is very important as to provide an incentive to overcome
Member States preference for national planning and national deployment of RES
capacity. It fosters the Europeanisation of RES policies and support.

. Support in the form of grants for technical assistance and studies is a useful EU
intervention to help lower the high upfront costs related to setting up the coordinated
action. There is also a need for EU first loss instruments, equity and guarantees to lower
the high risk of cross border RES projects.

. With regard to flagship projects under such an instrument, there is a need of
learning from experiences acquired with the EEPR and TEN-E interventions with regard
to innovation, consistency with the environmental acquis and the need to facilitate also
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combinations of technologies, bearing in mind its potential contribution to keep and
expand EU RES industrial leadership.

. A possible link to the National Energy and Climate Plans and the Financial
Platform (Art 27) under the Governance Regulation should be explored

. There was large consensus on the need for more alignment between grid and RES
planning to which this potential new instrument could effectively contribute. On the other
hand, the importance to continue electricity grid development as a pre-requisite was also
raised.

. Integration of cross-border renewables adds value to the relevant provisions of the
legal framework (provisions in the Clean Energy Package on simplified administrative
procedures, cooperation projects, and in particular grid integration as supported through
TEN-E and CEF). Some interventions calls for more regulatory alignment. The
Commission was also invited to update the 2013 guidance on cross border cooperation
including templates.

. Participants also called upon the Commission to come up with a more supportive
framework for PPAs, for the creation of renewables free trade zones as in the UK, as well
as new measures to address the large differences in cost of capital as to ensure that
renewables can be deployed equally throughout Europe.
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ANNEX 3: COMPREHENSIVE ASSESSMENT OF THE EXTENSION OF SCOPE OF THE ENERGY
WINDOW TOWARDS TARGETED CROSS-BORDER COOPERATION IN RENEWABLES

1. INTRODUCTION

1.1. Context

The EU has the political ambition to "to become the world leader in renewables' .

This is not only contributing to the EU's commitments under the Paris agreement, but
important also for industrial leadership and associated jobs and growth. Renewable
energies should furthermore increasingly penetrate sectors so far predominantly
dependent on fossil fuels, such as mobility which will require appropriate infrastructure
development (e.g. e-mobility).

To achieve these goals, the Commission has tabled the most performant legislative
framework: Clean Energy for All Europeans package, which is currently under
negotiations in the ordinary legislative process. Some key new elements of this proposed
new regulatory framework relevant for renewables development are the following:

e Firstly, Member States will no longer be bound by a national target for
renewables post 2020. With the change to an EU-level binding target,
renewables deployment and target achievement becomes a collective
responsibility with the Commission's role moving to a facilitator. This calls for an
adjustment also of available EU instruments to align them with this new reality.
The recast Renewables Directive includes furthermore measures to Europeanise
renewables support, such as cross-border opening of support schemes.

e The market design proposals aim at making the market more flexible and thus fit
for the integration of increasing amounts of variable renewable energies.

e The Governance proposal will further reinforce cooperation among Member
States, including on their national and energy climate action plans (NECPS). In
particular, the Commission's proposal on Governance of the Energy Union and
the recast of the Renewable Directive put forward that "Member States shall
identify opportunities for regional cooperation".

e Art. 3(4) of the recast Renewables Directive® stipulates that "the Commission
shall support the high ambition of Member States through an enabling framework
comprising the enhanced use of Union funds, in particular financial instruments".
The co-legislators strengthened the text referring to an enabling framework in the
currently negotiated review of the Renewables Directive to explicitly call for
enabling action to support renewables cooperation across borders.®*

As President Juncker recently said: "We need a budget that matches our ambitions. For
instance, we want to be world leaders in renewable energy and get ahead of the curve on
new technologies. If we want our Union to have a role in that, we must give ourselves the
tools we need to make it happen."

82 Cf. Clean Energy for all Europeans package[COM(2016) 860 final]

8COM/2016/0767 final

84 Cf Art 3.4 of the General Approach of the Council on the revised Renewables Directive as adopted on 18™ of
December and EP Amendment 113 to the same text.


http://eur-lex.europa.eu/legal-content/EN/TXT/?qid=1512481277484&uri=CELEX:52016DC0860
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Also, Member States and industry repeatedly called for looking into options for EU
funding for joint projects and encourage their uptake, in particular with a focus on
offshore wind.** The European Parliament in its resolution of 14" March 2018 on the
post 2020 MFF?* called for continuous EU support for investments to enable the use of
renewable energy, including by CEF.

It is in this context that the Commission is assessing the inclusion of financial support to
specific aspects of renewables development under the Connecting Europe facility. It is to
be noted that 94 % of respondents in the public consultation on the future strategic
infrastructure funding considered the low carbon transition as important challenge, and
pointed to the increasingly important role of sector integration (e.g. between the power
sector, grid development and the transport sector).

In this context, regional cooperation is essential to ensure an effective and affordable
energy transition in the EU taking advantage of trade, evening out variability,
safeguarding security of energy supply, coordinating climate adaptation measures and
optimising the cost-effectiveness of actions.

Voluntary regional cooperation on energy matters such as in the Central and South-
Eastern European Energy Connectivity (CESEC) and Baltic energy market
interconnection plan (BEMIP), which were initially aimed at improving physical
infrastructure, is expanding its scope and has recently started covering aspects such as
renewables development and energy efficiency.

1.2. Concept

Enabling action to promote optional cross-border cooperation of EU Member States (EU MS)
was already included in the Renewables Directive (2009/28/EC in 2009 (and strengthened in the
revision of 2016). The rationale was to give Member States flexibility to jointly exploit
cheaper renewable energy sources. The ones with less resource potential to cost-effectively
achieve their binding national target could use renewables across the border to fulfil their target.
Those Member States that had a relatively lower national target to fulfil (mostly the countries
with lower GDP) were in return given the possibility to benefit from their renewables (RES)
potential by allowing a Member State to explore it in return for a financial reward. The four
variants of cooperation mechanisms listed are:

Article 6%

Statistical transfers between Member States.

Member States agree on a statistical transfer of a specified amount of energy from renewable sources from one
Member State to another Member State.

Article 7

Joint projects between Member States.

Member States may cooperate on all types of joint projects relating to the production of electricity, heating or
cooling from renewable energy sources. That cooperation may involve private operators.

85Cf. with a view to the North Seas https://windeurope.org/wp-content/uploads/files/policy/topics/offshore/Offshore-
Wind-Statement-of-Intent-signed.pdf and with a view to the Baltic Sea http://www.tuuleenergia.ee/wp-
content/uploads/Baltic-Sea-Declaration.pdf .

86 http://www.europarl.europa.eu/sides/getDoc.do?type=T A &reference=P8-TA-2018-0075&language=EN

87 The numbering in the revised directive is altered for all Articles listed.



http://www.tuuleenergia.ee/wp-content/uploads/Baltic-Sea-Declaration.pdf
http://www.tuuleenergia.ee/wp-content/uploads/Baltic-Sea-Declaration.pdf
http://www.europarl.europa.eu/sides/getDoc.do?type=TA&reference=P8-TA-2018-0075&language=EN
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Article 9

Joint projects between Member States and third countries.

One or more Member States cooperate with one or more third countries on all types of joint projects regarding
the production of electricity from renewable energy sources. Such cooperation may involve private operators.

Article 11

Joint support schemes.

Member States partly or fully coordinate their national support schemes so that production in the territory of one
participating Member State may count towards the national overall target of another participating Member State.

The proposal to extend the scope of CEF to support cross-border projects in the field of
renewables as part of the present Impact Assessment focusses on those mechanisms —
including their fully voluntary nature-, but complements it with action targeting the very
early stages of cooperation between Member States: planning and mapping of sites,
feasibility studies, assessment of the regulatory framework, assessment of benefits and
costs of cross border cooperation and their allocation, comparative assessments of the
total costs of deployment (including generation infrastructure and grid development).
Support will be reserved to projects resulting from a cooperation agreement or any other
kind of arrangement between Member States and or member States and third countries as
set out in above listed Articles of the 2009 Renewables Directive. In addition, the
projects need to provide cost savings in the deployment and/or benefits for system
integration, security of supply or innovation compared to similar projects implemented at
national level and also a cost benefit analysis.

The amount dedicated to such projects will not exceed 10% of the total energy window
under the Connecting Europe Facility of which a vast part and the first phase will be
support provided for grants for studies and technical assistance to Member States and
action aimed at identifying and assessing the expected impact and costs and benefits of
cross-border cooperation in the field of renewables. In a second phase, grants for studies
for the implementation of project and grants for works for a limited number of projects
would be made available — only for those projects that can demonstrate significant
positive externalities of regional significance (such as security of supply, solidarity or
innovation) and in the case of evidence that the project would not materialise or not be
commercially viable in the absence of a grant. Examples for innovative technologies that
are at this point in a phase where market upscaling is needed are:

- Multiterminal substations (HVDC or AC) allowing a modular build out of the
RES capacity

- Floating substations instead of fixed structures

- Solution with HVDC cables to enable exploitation of RES further away from
consumption centres

- On site storage facilities (batteries, pumped hydro) to enable higher capacity use
of the cables and provide SOS

- Energy conversion facilities (e.g. electrolysers) to enable higher capacity use of
the cables and provide SOS

Insofar they are not already covered under the TEN-E Regulation, projects consisting of
such technologies may now become candidates for cross-border project in the field of
renewable energy status and for a possible support under the CEF.

The cooperation on renewables by at least two Member States can either result in:
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(1) RES projects physically connected to several Member States and or between a
Member State and a third country;

(11) RES projects located in a single Member State, but demonstrating significant
cross-border benefits and financially supported by two or more Member States or
financed by one Member State but located on the territory of a different Member
State (with or without physical connection).

This means that the new instrument would not only be about connecting infrastructure,
but also cooperation with cross-border relevance. The cross-border dimension is assured
by the involvement of two or more Member States. In addition to the obligatory cross-
border dimension, the projects should furthermore display a positive cost-benefit
analysis taking into account all "integration costs".

Examples of project resulting from enabled cross-border cooperation could include:

e Large North Sea/Baltic Sea offshore wind developments where planned RES
generation sites in the waters of several adjacent Member States are developed
and deployed jointly and possibly connected to several Member States instead of
each developing it on its own and linking it only to its national shore.

e Other RES technologies such as onshore wind, concentrated solar power,
sustainable biomass®® or more innovative ones such as floating windmills, ocean
technology or innovative combinations of different renewables technologies (e.g.
solar PV plus offshore wind) could become eligible under the proposed new
instrument.

e RES projects including integrated storage or energy conversion facilities (e.g.
windfarms with combined electrolysers or methanisation facilities for gas grid
injections) that are currently not eligible under TEN-E.

With the emergence of e-mobility, cross-border e-mobility projects will be considered in
synergies with the transport and digital parts of CEF.

1.3. Lessons learnt from the past and past programmes

The European Energy Plan for Recovery has demonstrated how financial support to
specific cross-border renewables projects (Krieger's Flak) could enable the world's first
project linking two national grids with an offshore energy source. What however did not
happen in the case of Krieger s Flak was a joint planning of RES deployment which
would have resulted in economies of scale compared to each MS deploying a smaller
capacity on its own.

Furthermore, the European Fund for Strategic Investments has significantly contributed
to renewables development, with EUR 3.2 billion funding by February 2018, triggering a
total investment value of more than EUR 24 billion® (contributing to the de-risking of
projects).

8 Biomass combustion should be only eligible if certain sustainability conditions are met and the effects on air
pollution are integrated into the cost-benefit-assessment.

8 Includes funding for EFSI projects in other energy sub-sectors, beyond renewables.
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Accordingly to the 2014 study on the meshed grid90, a more integrated approach to grid
and RES planning/deployment could be beneficial also for the meshed North Sea grid
which is currently part of a priority corridor under TEN-E. This was also the main
outcome of a recent joint event by the Renewables Grid Initiative and WindEurope:
"(...) renewable energy producers — including wind — and grid operators need to work
together more closely. Defining the future energy landscape requires joint planning on
the development of new transmission lines. This should take into consideration the
expansion of renewables and the electrification of other sectors, as  well
as environmental and social impacts (...)".°'. Renewables development is currently
mostly driven by Member States through national support schemes and national plans
that remain largely un-coordinated. Support schemes that include cross-border elements,
for instance when competitive bidding processes allowed the participation of producers
from other Member States, auctioning prices tend to be lower, enhancing the
competitiveness of renewable energies®>. A similar EU-wide coordination for renewables
deployment in the EU is still at its initial phase

Over the past 10 years, Member States did not engage significantly in transnational co-
operation on RES deployment and the role that the cooperation mechanisms were
expected to have for the growth of renewables in Europe up to 2020 did not materialise -
despite the socio-economic benefits of a more regional approach (see below) and despite
the fact that those have been and are promoted in several Articles of the 2009 RES
Directive (as quoted above), a guidance document on cross-border cooperation from
2013 and relevant wording in the current energy and environment state aid guidelines.

With 2020 approaching and Member States having more clarity on whether they will be
able to meet the target on their own, the last two years saw the emergence of two more
cases of cross-border cooperation - the statistical agreements between Luxemburg and
Lithuania®, as well as Estonia®’.

Table 1: List of implemented cooperation mechanisms

Cooperation type and | Year | Status/comments
countries involved

Joint certificate scheme [ 2012 | Since January 2012, Sweden and Norway operate a
Norway - Sweden joint certificate scheme for supporting renewable

90https://ec.europa.cu/energy/sites/ener/files/documents/2014 _nsog_report.pdf

91https://renewables-grid.eu/publications/press-releases/detail/news/smarter-roll-out-of-electricity-grids-makes-
integrating-35-renewables-easier-and-cheaper.html

92 The results of the first cross-border tender for renewable electricity in Europe is an illustration of how a

Member State can limit the costs of financing renewables through allowing foreign electricity generators to bid in the

auction. The 50 MW photovoltaic tender organised by Germany and open to Danish generators achieved an awarded

price (5,38 cents/kWh) that were more than 25% lower the last German tender for only-German individual installations

(7,25 cents/kWh). The good response obtained by the tender, with bids totalling almost fivefold the amount procured

and half of it represented by foreign installations shows also the willingness of generators to participate in a broader

market.

S3SWD(2013) 440 final

94 https://ec.europa.eu/info/news/agreement-statistical-transfers-renewable-energy-amounts-between-lithuania-and-
luxembourg-2017-oct-26_en

9http://www.tuuleenergia.ee/en/2017/1 1/estonia-luxembourg-sign-eur-10-5-min-renewable-energy-agreement/



https://ec.europa.eu/energy/sites/ener/files/documents/2014_nsog_report.pdf
https://renewables-grid.eu/publications/press-releases/detail/news/smarter-roll-out-of-electricity-grids-makes-integrating-35-renewables-easier-and-cheaper.html
https://renewables-grid.eu/publications/press-releases/detail/news/smarter-roll-out-of-electricity-grids-makes-integrating-35-renewables-easier-and-cheaper.html
https://ec.europa.eu/info/news/agreement-statistical-transfers-renewable-energy-amounts-between-lithuania-and-luxembourg-2017-oct-26_en
https://ec.europa.eu/info/news/agreement-statistical-transfers-renewable-energy-amounts-between-lithuania-and-luxembourg-2017-oct-26_en
http://www.tuuleenergia.ee/en/2017/11/estonia-luxembourg-sign-eur-10-5-mln-renewable-energy-agreement/
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energy. The target is to increase electricity production
based on RES in Sweden and Norway by 28.4 TWh
until 2020.

Cross-border PV
auctions

Denmark - Germany

2016

In July 2016, Denmark and Germany signed a
cooperation agreement allowing for a mutual cross-
border participation in auctions for PV installations.
The agreement sets the framework for two pilot
auction rounds in Denmark (20 MW auction, 2.4 MW
opened for installations in DE) and Germany (50 MW,
fully opened for installations in DK). Both auctions
were run in 2016. The cooperation links to the state aid
decisions on the support schemes for renewable energy
in both countries. Both decisions include the partial
opening of auctions for electricity for renewable
energy (to comply with Art. 30/110 TFEU).

Statistical transfers
Luxembourg - Lithuania

and  Luxembourg
Estonia

2017

In October 2017, the first statistical transfer agreement
was signed between Luxembourg and Lithuania, in
November 2017 the agreement between Luxembourg
and Estonia followed. The transfers will cover the
period from 2018-2020 and will to help Luxembourg
fulfil its 2020 national renewable energy target.

Krieger's Flak

2009
for
grant

Krieger's Flak CGS (Combined Grid Solution) is a
transmission project with an offshore-wind park-
system in the Baltic Sea in the waters of the exclusive
economic zone of Denmark, Germany and Sweden.
The project was initially set up as a tripartite one
between (Denmark-Sweden-Germany), but reduced to
only linking the Danish and German grids and
technology-wise the transmission system which was
planned to be based on high voltage direct current
(HVDC) is now built with a more common Alternate
Current (AC) system. An additional driver for the
project was the associated reduced integration costs,
although the grant only covered the grid aspects. The
project has been supported by a 150 million euro grant
through the European Energy Programme for
Recovery (EEPR) in 2009, construction work is
ongoing.

Table 2: List of so far not implemented cooperations
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Project Status/comments

Intended cooperation on | Not implemented | The two  countries  signed a

a wind project memorandum of understanding in
Ireland - United January 2013. The aim was to establish
Kingdom an intergovernmental agreement on

energy trading, to be signed in 2014.
However, a respective agreement was
not signed and discussion on the
cooperation came to a halt.

DESERTEC Not implemented | The DESERTEC project relates to the
concept of producing electricity from
renewable energy in North Africa and
exporting it to EU Member States under
Art. 9 of the Renewable energy Directive
2009/28/EC. Following the creation of
the Desertec industrial initiative (Dii) in
2009, North African countries, in
particular Morocco, and EU Member
States, including France, Germany, Italy
and Spain, discussed the implementation
of a possible first pilot project. In 2012,
the discussion came to a halt.

HELIOS Not implemented | The HELIOS project relates to concept
of producing solar electricity in Greece
and exporting to other EU Member
States. The project was proposed by the
Greek government in 2011. An
agreement with a possible off-taker
country was not concluded.

As can be seen from the above listing, where intergovernmental cooperation took place
in the past, in several cases projects did not materialise, or at least not as planned, even
with a grant from the EU budget. The underlying complexity and the substantial time and
resources that would have been required explain why such envisaged cooperations did
not move forward.

With regard to offshore projects, the European vision for a North Sea offshore meshed
grid was launched back in 2010, planning for future large volumes of offshore wind
linked with maritime interconnectors for cross-border electricity transmission. However,
progress is thus far rather slow, as was also observed at the specific stakeholder event to
inform the present Impact Assessment that took place on 5% March 2018 in Brussels (see
preceding Annex for more details). What one can observe at this stage is that currently
several interconnectors are planned in the North Sea, but all are point-to-point
transmission links. Merely the 1400MW "FAB Link" UK-France project may eventually
be connected to an offshore tidal energy project’®.

% The project was originally conceived as an interconnector via the island Alderney where 3 GW tidal power capacity
was to be developed. At this stage the interconnector goes ahead for 1.4 GW (less than the planned capacity of the
offshore source, with the construction of the tidal plant being delayed).
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I1. THE PROBLEM AND ITS DRIVERS

2. 1. Problem: Foregone gains from uncoordinated RES deployment in the EU

The national approach to renewables implies that deployment is not necessarily
prioritising the best spots: Where resources are more abundant; where overall system
costs would be minimised (e.g. reduced need for back-up, avoided grid investments);
where overall social benefits would be maximised (e.g. increased security of supply,
avoided local air pollution, employment effects, innovation transfer effects). From an
EU perspective, renewable energy tends to be exploited not necessarily where it is
most efficient to do so from a natural resources/geographical conditions/grid/alternative
fuel infrastructure perspective.

The economic benefits that could arise from using better Europe's resource potentials
have been confirmed by a number of studies and modelling efforts. Most recently, the
modelling underpinning the Clean Energy package of November 2016 revealed that
cross-border opening of national support schemes would result in reduced energy system
costs ranging from EUR 1.0 billion (partial opening) to EUR 1.3 billion (mandatory
regional schemes) annually for the period 2021-2030, while at the same time reducing
renewable energy support costs paid by the consumer by 3% and 5% respectively.’’

A study carried out for the European Commission on the benefits of a meshed offshore
grid in the Northern Seas of 2014° estimated the annual savings including costs of
losses, CO2 emissions and generation savings to be EUR 1.5 to 5.1 billion higher per
year for the coordinated grid. These monetized benefits make the meshed grid profitable
in all studied scenarios and for a wide range of fuel and CO2 costs. When states also
coordinate their reserve capacity, an additional EUR3.4 to 7.8 billion generation
investment cost reduction is obtained. On top of the monetized benefits, there are less
CO2 emissions and less cables making landfall in the meshed configuration. The same
study also concluded that in order to realise this benefits of coordinated grid
development, coordination between all stakeholders has to be enabled.

A 2014 study by the Imperial College London on the North Seas Grid infrastructure®
concluded that an integrated approach to offshore electricity grid development in the
North Seas can lead to EUR25-EUR7S billion savings in operation and network
investment costs as well as EUR3.4-EUR?7.8 billion in generation investment costs,
lowering average cost of electricity production by 0.8-2.2 €/ MWh. However, if each
country were to develop its own renewable power supply and network infrastructure
independently from their neighbours, there will be no possibility for offshore wind
generators to directly dispatch electricity to different markets other than that of the
connected country. Further studies came to similar results for cost savings in cross border
renewables cooperation in general (not only in offshore wind deployment).'%

The reasons preventing (sufficient) cooperation are well known and documented for
years. The Commission's 2013 guidance document on cross-border cooperation already

TSWD (20160 418 final

%8https://ec.europa.eu/energy/sites/ener/files/documents/2014_nsog_report.pdf

Phttps://www.e3g.org/news/media-room/how-to-build-a-north-seas-grid-without-regretting-it

100 https://link.springer.com/content/pdf/10.1007%2Fs12398-014-0125-0.pdf ;
http://orbit.dtu.dk/files/59386176/Renewable_energy 63 p 345 352 postprint.pdf;
http://www.nature.com/articles/nclimate3338



https://ec.europa.eu/energy/sites/ener/files/documents/2014_nsog_report.pdf
https://www.e3g.org/news/media-room/how-to-build-a-north-seas-grid-without-regretting-it
https://link.springer.com/content/pdf/10.1007%2Fs12398-014-0125-0.pdf%20;%20http:/orbit.dtu.dk/files/59386176/Renewable_energy_63_p_345_352_postprint.pdf
https://link.springer.com/content/pdf/10.1007%2Fs12398-014-0125-0.pdf%20;%20http:/orbit.dtu.dk/files/59386176/Renewable_energy_63_p_345_352_postprint.pdf
http://www.nature.com/articles/nclimate3338
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provides a comprehensive list of barriers. This diagnosis was since confirmed in several
studies with most details possibly contained in a 2014 study carried out for the European
Commission that based its findings on interviews with representatives from 11 EU
Member States in different stages of renewables deployment. !

The identified main barriers to more cross-border cooperation in renewables are:

1. (Perceived) technical complexity of designing the most appropriate cooperation
model and reluctance to take associated "first mover risk". Perceived uncertainty and
complexity of cost and benefit sharing arrangements between Member States.

Almost all Member States that were interviewed as part of the 2014 Ecofys study,
referred to above, mentioned uncertainty on the design options of cooperation
mechanisms as a barrier. Among other aspects, the compensation of consumers,
monitoring and operation, accounting of RES amounts for target fulfilment and risk
allocation were cited as components that would need either more specific guidance or
knowledge sharing. A proof that complexity is not only a perceived, but actually a real
issue could be that the statistical transfers by Luxemburg — the presumingly least
complex form of cooperation - took the governments several years to settle'”. ENTSO-E
confirmed at the expert workshop that cost-benefit assessment of integrated projects with
a generation component are more demanding and therefore the meshed grid in the North
Sea is still a medium to long-term vision. The technical complexity was emphasised
again by stakeholders present at the expert stakeholder workshop including the Spanish
and Austrian government representatives, complemented by the German representative
who described the EU as still being in a "learning phase on cooperation". WindEurope
and MOT!® thus called on the Commission to provide an update of the 2013 guidance
document among other action.

In a similar vein, Member State sometimes name the reluctance of countries to assume
the first-mover risks, i.e. engaging in cooperation mechanisms without building on the
experience and best-practices of other countries that have done so previously, as a
barrier: "Without first projects that could be used as a reference for price setting, the
Member State was hesitant to use cooperation mechanisms himself."'™

In the 2016 online public consultation supporting the REFIT evaluation, 90 % of
respondents considered uncertain benefits for individual Member States as a very
important or important obstacle. As demonstrated in a study of the Institute of Energy
Economics, University of Cologne'® that analysed the national renewables action plans
of Member States until 2014, administrative issues and questions concerning the fair
sharing of costs and benefits between the Member States represent major obstacles that
need to be tackled in order to reach renewable energy targets at the lowest costs possible.
EU MS declared that there is no clear common understanding of how cooperation
mechanisms could work in practice or a lack of information concerning the potential for
joint projects in other MS or third countries. The Ecofys 2014 study concludes on this

101 https://www.ecofys.com/files/files/ec-ecofys-tuvienna-2014-cooperation-member-states-res-directive.pdf

102 MEP Claude TURMES from Luxemburg at the 5" March 2018 expert workshop in Brussels and REFIT evaluation
supporting the review of the RES Directive SWD (2016) 0416 final.

103 a Mission Opérationnelle Transfrontaliére (MOT), French government.

104https://www.ecofys.com/files/files/ec-ecofys-tuvienna-2014-cooperation-member-states-res-directive.pdf, page 12.

105https://link.springer.com/content/pdf/10.1007%2Fs12398-014-0125-0.pdf
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issue that "further insights to governments on quantifiable costs and benefits of specific

projects would help to inform the discussion".!%

2. Domestic policy considerations — in particular communicating to the national
electorate the benefits of cooperation over reliance on domestic resources (with their
various perceived economic benefits)

The political willingness of Member States to engage in cooperation is a prerequisite, but
Member States highlight public acceptance as a barrier preventing them from pursuing

cooperation mechanisms more actively. Governments face difficulties to communicate
the costs and benefits of cooperation mechanisms to their national electorate.!'?’
Interestingly this problem does not only occur with the buying country that needs to
explain to its tax payers that it is partly sponsoring investment abroad, but also for the
receiving country that could find itself in a situation to explain to its citizens why it is
beneficial to exploit domestic resources beyond the own energy needs. The public
consultation underpinning the REFIT evaluation on the RES Directive in 2016 revealed
again a reluctance to see taxpayers or consumers' money used for investments abroad'®®
as main reasons for the limited use of cooperation mechanisms. Indeed, the majority of
respondents support such view, arguing that benefits in the form of employment,
economic and industry growth, tax income and security of supply are thus not created
within the own country. This observation was confirmed again by a representative from
the renewables industry at the expert workshop in 2018 stating that the main barrier is
"the not unreasonable view by Member States that RES should first and foremost be
deployed at home". The lack of incentive with every Member State to start including
cross-border elements results in a first mover disadvantage where the one that moves first
and without prior agreement by the other actors stands to lose. Besides public acceptance
issues, concerns about giving up national sovereignty through the engagement in
cooperation mechanisms were mentioned. Cooperation mechanisms could interfere with
domestic support schemes or domestic policy preferences such as the security of

supply.!1?

3. Investments in cross-border RES projects can be hindered by conflicting national
interests and/or insufficient coordination between grid operators and RES generation
project promoters.

RES potential e.g. in South East Europe may not be exploited because a Member State
lacks the financial means or energy needs to do so on its own or because the project
requires coordination with other Member States to take place (e.g. investment in
interconnections is needed to reap full benefits, even though this could bring benefits
across several Member States). In 2017, IRENA estimated Southern and Eastern Europe
to hold a potential of renewable resources of 740GW!'’. This represents twice the
economically attractive potential by 2030 in the North Seas'!!. Also the Baltic Sea has

106 https://www.ecofys.com/files/files/ec-ecofys-tuvienna-2014-cooperation-member-states-res-directive.pdf

107 https://www.ecofys.com/files/files/ec-ecofys-tuvienna-2014-cooperation-member-states-res-directive.pdf

108 949, of public consultation respondents cite this factor as important or very important

19https://www.ecofys.com/files/files/ec-ecofys-tuvienna-2014-cooperation-member-states-res-directive.pdf

H0http://www.irena.org/-/media/Files/IRENA/Agency/Publication/201 7/IRENA_Cost-
competitive_power_potential SEE 2017.pdf?la=en&hash=DE44F51BDDFB43D4CB8D880B5SAB71713447BA04

https://windeurope.org/wp-content/uploads/files/about-wind/reports/Unleashing-Europes-offshore-wind-
potential.pdf
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https://windeurope.org/wp-content/uploads/files/about-wind/reports/Unleashing-Europes-offshore-wind-potential.pdf
https://windeurope.org/wp-content/uploads/files/about-wind/reports/Unleashing-Europes-offshore-wind-potential.pdf
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significant unexploited potential and could according to the wind industry be as big as 9
GW by 2030.

National decisions on RES infrastructure (in particular of large projects) can carry cross-
border impacts in terms of intangible benefits, but also on the use of networks and
flexibility needs.

The importance of coordination between grid developers and RES generation promoters
was already highlighted as one contributing factor to the delays with the meshed North
Sea Grid. Participation of all relevant stakeholders, particularly market participants, to
ensure pragmatic and practical solutions was also given as one of the most important
success factors for renewables cooperation in a 2015 study. ''*It could be seen in the past
(with cases of RES capacity additions that were not fully matched with timely grid
developments resulting in curtailment and re-dispatching needs due to congested grids),
that having more comprehensive information on what is planned on renewables
development at the moment when transmission operators plan the grid extensions can be
useful. Secondly, coordination can lead to lower needs for transmission, generation and
back up infrastructure.

2.2. The scope of the problem

The consequence of the above is that achievement of the EU renewables target and the
energy transition can become more costly than necessary for EU's Member States,
project promoters, taxpayers and consumers, especially when looking at the "full costs"
of RES (including in particular grid development and integration costs), when
underexploited areas with good conditions are not used, because a Member State lacks
the financial means or energy needs to do so on its own, when Member States interests
are not aligned, or when the complexities in setting out such cooperation regimes are
(perceived) higher than the benefits.

The relevance of gains from cooperation is expected to increase in the future with
renewables estimated to have around 50 % share in EU electricity production in 2030.
Renewables will continue to play a major role in the decarbonisation of the European
economy and in meeting Europe's commitments under the Paris process. Higher share of
variable renewables also means that grid and integration costs will become an
increasingly acute issue that requires optimisation of renewables planning and
deployment, including across Member States.

IV.NECESSITY AND EU ADDED VALUE

Necessity

A legal basis for the extension of the new CEF to renewables is provided by Article 194
TFEU that explicitly lists the promotion of renewables as one of the objectives of EU
energy policies. In addition Art. 3(4) of the recast Renewables Directive!!? stipulates that
"the Commission shall support the high ambition of Member States through an enabling

2https://www.ecofys.com/files/files/hbf-ecofys-2015-regional-cooperation-res.pdf
113COM/2016/0767 final.
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framework comprising the enhanced use of Union funds, in particular financial
instruments".

The necessity of the EU to intervene is evident from the above description of the
underlying problem drivers, which also are due to diverging interests of EU Member
States (distribution of benefits and costs from cooperation fall uneven among Member
States and/or few incentives for a country with high RES potential to allow another
country to explore it) that prevent cooperation from happening and leave European
public goods delivered at sub-optimal levels (e.g.: an optimised deployment of RES). At
the same time national energy policies increasingly affect each other, impacting the
energy mix of neighbouring countries through cross-border trade and electricity flows,
especially in the context of improved cross-border electricity trade.

The crucial role of the national targets until 2020 for successful cooperation in the past is
evidenced in research, with Ecofys 2014 stating that "without strong incentives to
cooperate beyond 2020 such long-term joint endeavours and investments are unlikely".
The new collective and binding target for renewables for 2030 could also be described as
a European public good: The European Commission and the Member States are jointly
bound by this target, but there is the possibility of single Member States to not contribute
to it and free-ride. Vice versa, the currently more advanced Member States might feel
that they have already delivered their share and that others will need to step up.

EU added value

Such coordination between Member States can be done only at macro regional level.
Experience shows that the Commission's facilitating role has bene decisive in such
contexts. Reinforced cooperation can bring economies of scale, avoid duplication of
infrastructures, increase deployment across Europe to better reflect the available
potential, contribute to policy convergence and thus to further market integration (with an
example often referred to being the different requirements for signalling red stripes on
windmill blades in different national legislation), knowledge transfer and uptake and
replication of innovative technologies in the European home market. It was precisely
such EU added value that provided also the justification for granting support for selected
offshore projects under the European Energy Economic Recovery Programme
(Regulation (EC) No 663/2009).

III. COMPLEMENTARITY WITH OTHER PROGRAMMES

The TEN-E Regulation and the existing strand of CEF-Energy and its priority corridors
on electricity transmission grids, and efforts for EU grid integration in a wider sense have
and will need to continue playing a key role in supporting the transformation of the
energy sector as this brings flexibility that is the key to managing intermittent renewable
sources. The new supporting framework for renewables cross-border cooperation
shall thus not crowd out electricity transmission investment, but rather complement
and facilitate them further.

Strengthened regional cooperation including the articulation from all stakeholders in the
energy sector can provide a solid base for more efficient integration of renewables. Better
knowledge on the costs and benefits for renewables projects could help informing also
the assessment of grid projects in the future, as put forward by a Member State's
representative and E3G.
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As could be demonstrated above and also accordingly to what was stated in the 2014
study on the meshed grid for the Commission''*, a more integrated approach to grid and
RES planning/deployment could be beneficial also for the meshed North Sea grid which
is currently part of a priority corridor under TEN-E. This was also the main outcome of a
recent joint event by the Renewables Grid Initiative and WindEurope: "(...) renewable
energy producers — including wind — and grid operators need to work together more
closely. Defining the future energy landscape requires joint planning on the development
of new transmission lines. This should take into consideration the expansion of
renewables and the electrification of other sectors, as well as environmental and social
impacts (...)".11

The North Seas energy cooperation''® indeed has this more integrated approach also as
one of its objectives. However, it does not have any budget with which to overcome the
cross-border related barriers. Also the new cooperation instrument would aim to replicate
cooperation in other parts of Europe and on other technologies besides offshore wind.
For example, it might be an important venue for the EU industry in the view of global
competitiveness to develop hybrid wind and solar photovoltaic projects or advance in
floating or ocean technologies - all of which can for legal base reasons not be done under
TEN-E and is at least for the moment also not discussed in the North Sea Offshore
cooperation.

The European Structural and Investment Fund has resulted in ca 4.8 billion Euros
allocated by Member States for renewables under the low carbon earmarking obligation
in 2014-2020. It did not obligate Member States to invest in renewables (and in fact not
all of them allocated ESIF to renewables), but those that wished to do so, could support
local and regional renewables deployment, implement renewables investments e.g. as
part of refurbishment of buildings and/or integrate a renewables dimension into the so-
called smart specialisation strategies. The EU support via ESIF does not have as an aim
to facilitate Member States' joint planning or deployment, but rather supports regional
and urban action and knowledge sharing. Transnational cooperation under ESIF
(INTERREG B and C) is supporting bordering regions from several countries facing
similar challenges and can occasionally include the territory of a full Member State, but
is not meant to facilitate whole Member States cooperating. The scope of INTERREG B
and C is wider than renewables, but did in the past support coordination and exchange of
best practice of bordering regions also for renewables.

Financing through EFSI has become a major source of funding for renewables,
successfully contributing to de-risking of RES investment in particular for large
infrastructure projects. EFSI has already provided EUR 3.2 billion of EFSI financing to
renewables resulting in more than 24 billion total investment. The relevance is expected
to continue in the future with the 40 % earmarking foreseen for energy and climate in the
new EFSI. EFSI is, as well as the new InvestEU programme will be, a bottom-up
programme that relies on project proposals to be driven by the market. It will greatly
contribute to renewables development in a national context, it can however not overcome
coordination failures and complexities of cross-border projects as set out

4https://ec.europa.eu/energy/sites/ener/files/documents/2014_nsog_report.pdf
Shttps://renewables-grid.eu/publications/press-releases/detail/news/smarter-roll-out-of-electricity-grids-makes-
integrating-35-renewables-easier-and-cheaper.html

116 https://ec.europa.eu/energy/en/topics/infrastructure/north-seas-energy-cooperation
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above.Furthermore, the new to be set up Invest EU Fund will cover, as is the case for
CEF energy in general, also the RES related financial instruments part.

The Innovation Fund (successor of NER 300) will provide support for innovative low
carbon technologies including for renewables projects. Innovfin — Energy Demo —
Complementing Horizon 2020 and NER 300, provides financial instruments that target
the demonstration of innovative RES technologies.

The intended opening for cross-border cooperation in renewables under CEF would
complement the aforementioned instruments as it would also provide support for non-
technological innovations such as action combining already established RES
technologies and/or targeting market uptake. Finally, the new instrument would become
an effective and complementary tool to help Member States in the reporting and planning
of the national energy and climate plans established in the proposed Governance
Regulation, in particular with respect to its regional dimension. A possible future link to
the financial platform to be set up by the Commission under Art 27 of the proposed
Governance Regulation could be explored. The new instrument would also underpin the
provisions on mandatory partial opening of support schemes proposed by the
Commission under the recast of the Renewables Directive.

V.PoLICcY OBJECTIVES

In line with the problem statement above and also reflecting the changed policy context
with a Europeanisation of renewables target achievement after 2020 and innovation and
leadership ambitions, the objectives of the new enabling action for cross border
cooperation would be the following:

General objective: enabling a cost-effective EU target achievement by 2030 and cost
effective energy transition, reflecting also the Juncker Commission ambition of the EU as
the world leader in renewables

Specific objectives:

» Facilitate cooperation in cross-border planning and deployment of renewables by
overcoming the persisting barriers and disincentives

» Facilitate that the collective EU-level renewables target for 2030 and renewable
energy integration is met cost-effectively and that CEF further contributes to the
energy transition and 2030 and 2050 decarbonisation commitments.

» Contribute to improving the EU's competitive position in renewables and the EU
leadership ambition for all renewables technologies

V1. POLICY OPTIONS AND BRIEF OUTLINE OF IMPACTS

The following options have been identified:
» Option 1: Business as usual (baseline)
» Option 2: Reinforced voluntary cooperation and/or revised non-legal guidance

» Option 3: Establishing an enabling framework for cross-border cooperation on
renewables
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Variant 1: additional legal provisions to be included in the CEF Regulation, but
with no financial support

Variant 2: same as above but with access to additional finance in CEF

1. Business as usual (baseline)

Under the baseline scenario we assume that the Clean Energy Package will be adopted
in its integrity and that CEF is implemented as described above- but not including the
extension of scope towards renewables. Also other currently existing financial
programmes are assumed to continue with their current scope.

The Clean Energy package will already include the following provisions that are
expected to contribute to a more regional approach towards renewables deployment and
planning: An obligation for Member States "fo cooperate at regional level to effectively
meet the targets, objectives and contributions set out in the integrated national energy
and climate plans." (Article 11 of the Governance Regulation). The same article then
continues to request from Member States to identify opportunities for cooperation, to
consult with neighbouring countries and to consider any comments from those countries.
Again in the same article the Commission is called upon to "facilitate cooperation and
consultation among the Member States on the draft plans".

As mentioned above, with regard to the binding EU target for renewables, the approach
followed in the Clean Energy Package is to give Member States the final say in their
national contribution towards the target, but also to incentivise high pledges through the
iterative process established in the Governance regulation, where the Commission may
issue recommendations to draft integrated energy and climate plans (Art 9.2 Governance
Regulation) taking into account the level of ambition of objectives, targets and
contributions in view of collectively achieving the Union’s 2030 target. Additionally, the
finally adopted version of the revised Renewables Directive will in all likelihood contain
an Article on partial opening of renewables support schemes (Article 5). The voluntary
cooperation fora for energy matters (North Seas Offshore Cooperation, BEMIP, CESEC,
Pentalateral Forum) would continue to operate and the development of the meshed North
Sea Grid would continue at its current pace delivering in the medium or long term as
explained above.

Under this option, it can be expected that over the next few years some more progress
will be made with regard to regional cooperation for renewables with Member States -
who are under the new 2030 Governance obligated to reflect on the cooperation
opportunities. The existing fora for intergovernmental cooperation will continue their
work - and in the case of CESEC and BEMIP start - on renewables cooperation.
However, there would still not be targeted action or a budget for the costs associated with
overcoming the barriers identified above that currently prevent cross-border action from
happening and Member States from investing into the additional cost of coordination.

The Commission would under this option also not respond to the call from the co-
legislators to enable cross-border action in the area of renewables, including through
finance. This might then again make it more difficult for the Commission to request
additional action by Member States and in particular on renewables as part of the
recommendations under the Governance Regulation. The finally agreed text on the
revised Renewables Directive will most probably contain some provisions for Member
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States to partially open the RES support schemes, although it is at this point in time not
clear whether this would become a mandatory or voluntary clause. Whilst a partial
opening of national support schemes is one element in order to reap the benefits of a
more coordinated approach, this provision does not apply to the other forms of
cooperation and more importantly does not overcome the national perspective in
planning and deployment in the first place.

It is however to be expected that not all the benefits described in Section II1.2.1 of this
Annex 3 will be realized. It should be noted that in the expert workshop held to gather
stakeholders view on the extension of scope of CEF, none of the around 60 stakeholder
present intervened or submitted input describing the baseline as sufficient.

2. Reinforced voluntary cooperation and/or revised non-legal guidance

Under this option, the context would evolve as described for the baseline, but in addition,
the Commission would issue an update of the guidance document on cross-border
cooperation from 2013 and/or reinforce its input to the voluntary cooperation fora
that exist. This would take up on a proposal that was also put forward by several
stakeholders at the expert meeting, in particular if it were to include detailed lessons
learnt from cooperation that have occurred between 2013 and today. However it should
be noted that most of those who intervened with suggestions for improved or updated
guidance did not feel that this was the only additional element that would be needed, but
rather suggested it as part of a package complemented e.g. by additional legislative
provisions to improve coordination. With a revised non-legal guidance document, details
could be made available on how concretely a bilateral agreement (until now there was no
trilateral cooperation) needs to be drafted and topics to be taken into account.
Alternatively or additionally, the Commission could re-enforce the support it currently
provides to the intergovernmental fora on energy matters, however this will be within the
limitations of not having additional resources for that. This option would most certainly
accelerate renewables cooperation in those geographical areas and/or sectors that are
currently covered by such a forum, even though it was noted in a report from 2015117
that the progress occurred on existing renewables capacity rather than on future RES
deployment thus far. This progress might not go as far as to address the important issues
that will condition renewables deployment over the next decade e.g. the most efficient
use of RES potential across Europe.

3. Establishing an enabling framework for cross-border cooperation on renewables

Variant 1: additional legal provisions to be included in the CEF Regulation, but
with no financial support

Variant 2: same as above but with access to additional finance in CEF
Both variants can be combined with the content of option 2.
Replicating the logic established with the TEN-E framework, two variants will be

considered for the extension of scope: One in which only a regulatory enabling
framework for cross border cooperation will be set up (variant 1) vs. one in which such a

U7 https://www.ecofys.com/files/files/hbf-ecofys-2015-regional-cooperation-res.pdf
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framework will also be complemented by financial support through the EU budget (CEF)
(variant 2). The cross-border component on renewables will not be underpinned by
separate sectoral guidelines as is the case for the current energy part under CEF.
However, the Clean Energy Package already contains a number of provisions that
actually address regulatory issues for cross border cooperation:

- The proposed revised Directive for Renewables foresees an Article on limits for
duration for authorisation procedures (for all RES projects, not only cross-border ones),
basic principles for support schemes including partial opening,

The proposed Electricity Regulation contains rules on RES market integration, including
principles on rules on grid costs and grid connection rules.

The subsidiarity assessment underpinning the Clean Energy Package of 2016 has not
changed and further regulatory alignment seems to be disproportionate and will in any
event never be able to cover all national specificities, which also extend in into other
areas of strict national competence such as spatial planning and taxation. Even more
importantly, and confirmed both by research and statements from Member States and
other stakeholders the by far biggest obstacle is indeed the lacking incentive to engage or
invest in such cooperation.

However the CEF Regulation will contain for both variants a definition of cross-border
cooperation on renewables, the definition of the criteria that need to be met in order for a
cooperation to be selected for the status of a cross-border project in the field of renewable
energy , the process with which this selection is being made and the information and
methodology that is being used in order to select projects. Under variant two, it would
also contain provisions on how to provide financial support for cross-border project in
the field of renewable energy. The cross-border project in the field of renewable energy
status would not result in any fast track procedure or priority treatment.

To address the issue of uncertainty around the allocation of benefits and costs among
various Member States, it could be envisaged to include provisions similar to those in the
TEN-E (Article 12) guidelines specifying rules on the allocation of costs (variant 1) or
under variant 2 financial support for studies could be offered to Member States that
could be used for exactly such purpose. Variant 2 seems more appropriate to underline in
the light of the responses received from Member States and other stakeholders.

With regard to maximum permit granting period, Art 16 of the proposal for a revised
Renewables Directive already introduces new rule for permitting procedures (for all RES
projects, not only cross-border ones). There is no need for amending those rules as the
prosed 3 years maximum permitting period seems to be already sufficiently fat for the
generally more complex cross border projects.

Both variants would contribute to a more integrated approach between renewables and
grid development, with variant 1 expected to provide input for anticipatory grid planning
by making visible the planned cross-border cooperation in the area of renewables.

The new enabling framework would also be complementary and in line with what was
announced recently with regard to outermost regions''® and deliver on the EU's territorial

18 SWD (2017) 349 final.
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cohesion objectives and "take account in particular of the need to link island, landlocked
and peripheral regions with the central regions of the Union". A pure energy
transmission connection to the mainland is for some of those regions not the most
attractive and effective solution, hence integrating renewables into cross border action
can make the new CEF more relevant for those regions that tend to have a significant
RES potential.

However, it will be only under variant 2 that the biggest impediments (such as the
Member States reluctance to be the first mover, to invest abroad or to invest in such
cooperation without knowing to what extent benefits and costs will fall between Member
States) will be addressed

The enabling framework could put the Commission into a better position in order to
facilitate target achievement under the 2030 Governance and contribute to all innovation
efforts under the new MFF with an emphasis on innovative combinations of existing
technologies and technologies in the stage of market uptake needing upscaling. Variant 1
without financial support will however be significantly less powerful in overcoming the
domestic policy concerns that prevent Member States in cooperating more. Only setting
up new rules and not offering also a component of financial support (as requested by the
co-legislators) would add to the costs of cooperation that are already present today and
the EU would also not directly contributing to the collective target.

Thanks to these enabling measures by the EU, it is expected that cross-border
cooperation will be put into action leading to a more cost-effective deployment of
renewables in across the EU. Under variant 1, certain hurdles e.g. the cross border cost
allocation would be addressed with provisions, its effectiveness can be expected to be
limited (as the estimation of potential gains and attribution to specific Member States
may be costly or impossible and the benefits may go wider than what can be allocated
among the directly involved Member States). The financial component under Variant 2
could therefore finance programme support actions, technical assistance facilitating the
coordination among Member States, studies notably to facilitate the cost-benefit analysis
of rational projects and grants to compensate for the positive externalities, such as wider
economic benefits to the society which however represent additional costs to the
promoters.

An EU financial contribution could finally be justified based on the delivery of EU wide
benefits such as collective target achievement, an optimised grid or the innovative
dividend that can help towards the global leader ambition.

Based on the above it seems that regulatory issues are addressed sufficiently in the
proposed Clean Energy Package so that additional provisions are only need in order to
define cross border cooperation on renewables, renewables projects of European Interest
and their eligibility criteria and selection processes. Given that the biggest persisting
barriers cannot be solved without addressing the costs of the increased coordination,
variant 2 is chosen.

Delivery mechanisms:

Cross-border project in the field of renewable energy will be eligible for
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- grants for studies and technical assistance aimed at identifying and assessing the
expected impact and costs and benefits of cross-border cooperation in the field of
renewables

- grants for studies for the implementation of projects

- grants for works for a limited number of projects — only for those projects that can
demonstrate significant positive externalities of regional significance (such as security of
supply, solidarity or innovation) and that the project would not materialise or not be
commercially viable in the absence of a grant.

The intervention would be geared towards overcoming the identified market/coordination
failures/incentive structure and therefore cover the additional costs arising from cross-
border and multi-purpose infrastructure planning/ development; providing an incentive
for Member States to explore such cooperation instead of only planning and deploying
nationally and/or compensate for positive externalities occurring elsewhere e.g. for grid
stability and security of supply.

In the case of grants, it shall be provided in the form of upfront investment aid. The
resulting lower cost of the project to the Member State would be the incentive for them to
engage in such mutual beneficial cooperation In particular, it could help overcome
political acceptance issues (i.e. preference for deploying RES in the domestic market), by
making very visible the support cost reduction achieved thanks to the participation of EU
funds. The EU financial contribution would represent the EU's contribution to an EU-
level target, complementing thus Member States contributions.— based on which then
companies in competitive tenders could develop projects.

The expert workshop also revealed that financial instruments could be particularly useful
to ensure funding at attractive rates (e.g. loans, equity, junior debt or first loss guarantees,
EU budget guarantee). In line with Art. 3(4) of the recast Renewables Directive'!® that
stipulates that "the Commission shall support the high ambition of Member States
through an enabling framework comprising the enhanced use of Union funds, in
particular financial instruments"”, blending will be a significant component of the future
instrument and will be fully embedded in the future InvestEU Single Investment Fund.

VIII MONITORING AND EVALUATION

The main output indicator would be the number of cooperation mechanisms and Cross-
border projects in the field of renewable energy that emerges once the enabling
framework is in place. This main indicator could be complemented by the number of
intended cooperation (that do not materialize) and the number of preparatory studies by
Member States that were initiated.

A relevant source of information for the progress on cross-border cooperation on
renewables will be the reporting under the new Governance Regulation where if adopted
as proposed the annexed template to be used includes information on the role that
regional cooperation plays for all headings (one of which is renewables) and a section in
which Member States describe the impact of their plan on other Member States.

119COM/2016/0767 final
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ANNEX 4: FURTHER BACKGROUND REGARDING THE SCOPE OF CEF DIGITAL
1. CONTEXT

Delivering a digital single market is the first priority set for the second half of the
Juncker Commission's mandate. The benefits of a functioning digital single market (€
415 billion per year to the EU's economy, hundreds of thousands of new jobs) can only
be realised if the underlying broadband connectivity is in place. Flagship projects like
5@, the digitisation of European industry, or the modernisation of sectors like healthcare
or public administration depend on universal access to reliable, affordable and high-
quality digital networks. Tomorrow's innovations and their wide take-up can only emerge
if Europe becomes a truly connected continent.

Ubiquitous connectivity has become one of the decisive factors to close economic, social
and territorial divides, making sure that every EU region, including rural and peripheral
ones, contributes to growth. In education and life-long learning, all EU citizens should
have access to basic (e-)services. Connectivity increases the capacity of labour market to
adapt to new challenges even in the most disadvantaged areas, and allows for a better
link between demand and offer, regardless of geographic location. It creates new markets
and growth environment for SMEs. It also supports the modernisation of local economies
and sectors underpinning the diversification of economic activities. Telemedicine
technologies and electronic health records not only help reducing the costs of health care,
especially of elderly care, but also pave the way to a new generation of personalised care,
patient-centric and preventive. Connectivity improves mobility from an efficiency,
safety, and comfort perspective; it supports an efficient energy grid management and
consumption.

On October 2017, the European Council has called for a first rate infrastructure and
communications network in Europe, in order to successfully build a Digital Europe,
which requires cooperation at the EU level, inter alia with the aim of achieving world-
class very high-speed fixed and mobile networks (5G) all across the EU.

In its report on the next MFF: "Preparing the Parliament’s position on the MFF post-
2020", the Parliament underlined the importance of ensuring financing for completing the
digital single market by making full use of the spectrum, 5G deployment and gigabit
connectivity

In the Opinion on "Boosting broadband connectivity in Europe"!'?’, the European
Committee of the Regions "supports efforts to promote broadband expansion by
strengthening cohesion policy, inter alia to ensure it can address the most severe market
failures in the rural, sparsely populated areas of the EU" and "supports an enhanced role
for the Connecting Europe Facility (CEF) and EFSI in funding financial instruments and
blending facilities (combining grants with financial instruments) to address more
moderate types of market failures [...]. Such complementary interventions would ensure
a high quality broadband connectivity across all regions of the EU".

The Proposal for a European Electronic Communications Code, revising the regulatory
framework for electronic communications networks and services providers, aims inter

120 SEDEC-VI1/034
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technologies and ensure a scalable rollout across sectors and across borders. Once such a
major enabling infrastructure is deployed, for which market investment is not foreseeable
on an optimal timeline or scale because of the many beneficial externalities, major
impacts are expected in several areas including mobility, health and public connectivity.
This grant-based scheme would help funding deployments complementing any private
initiative.

4. Backbone and international connectivity projects

Today only 4% of the world's data is stored in the EU and the EU has only 14% of
revenues in the cloud service providers market.130 To make the EU more attractive for
the world's data centres, the underlying connectivity needs to be ensured. Several
Member States have recognised the importance of connectivity as a 'digital harbour' for
'digital goods' as a key enabler for the digital economy. For example in France Marseille
is a key hub for international connectivity; after the completion of the new submarine
cable between Germany and Finland (providing more bandwidth and improved latency)
the Finnish government is now actively pursuing an extension to Japan and China via the
Arctic route; similarly Malta is today only linked to Sicily and is concerned about the
reliability and resilience of this link and prices that are significantly higher compared to
others. In addition, to further international bandwidth for research'3! the EU has
supported the establishment of Ella Link, linking Brazil with the EU and offering a
competitive alternative to the US submarine cables that currently channel most traffic
between the continents.

The deployment of backbone electronic communications networks, including with
submarine cables connecting European territories to third countries on other continents or
connecting European islands or overseas territories to the mainland, are needed in order
to build redundancy, and increase the capacity and resilience of EU's digital networks.
However, such projects are often commercially non-viable.

5. Targeted support for household and territories coverage

All European households, rural or urban, should have access to adequate fixed or
wireless connectivity. In view of ensuring coherence with other funding programmes and
taking into account the new forms of interventions foreseen (grants instead of financial
instruments), CEF should focus on those local deployments which contribute to this
objective, for which market failures are observed, but which can be deployed using low
intensity grants, alone or in combination with financial instruments.

As explained above, financial instruments only work within certain territories, in
particular in urban and sub-urban territories, or in wealthier areas where there is a
commercial case for deployment, even if the investment is riskier than market standard

130 Commission staff working document on the free flow of data and emerging issues of the European data

economy, January 2017, see: http://ec.europa.eu/newsroom/dae/document.cfm?doc _id=41247

131 International connectivity investments allow the scientific community to fully exploit research data produced by
big-data factories and HPCs. Existing communication networks will have to be upgraded (e.g. the link
Bologna — Trento — Innsbruck to enable for transfer of Copernicus data, or the Nordic network to exploit new
Artic links) and new networks will have to be laid down (e.g. between Italy and the Balkans, to improve
connectivity with that region). If properly funded, the pull effect created by the scientific demand for
increased network capacity will improve the bankability of international connectivity projects.




