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The Union of the Electricity Industry–EURELECTRIC is the sector association representing the common interests of

the electricity industry at pan-European level, plus its affiliates and associates on several other continents.

In line with its mission, EURELECTRIC seeks to contribute to the competitiveness of the electricity industry, to

provide effective representation for the industry in public affairs, and to promote the role of electricity both in the

advancement of society and in helping provide solutions to the challenges of sustainable development.

EURELECTRIC’s formal opinions, policy positions and reports are formulated in Working Groups, composed of

experts from the electricity industry, supervised by five Committees. This “structure of expertise” ensures that

EURELECTRIC’s published documents are based on high-quality input with up-to-date information.

For further information on EURELECTRIC activities, visit our website, which provides general information on the

association and on policy issues relevant to the electricity industry; latest news of our activities; EURELECTRIC

positions and statements; a publications catalogue listing EURELECTRIC reports; and information on our events and

conferences.

Dépôt légal:

D/2013/12.105/34

EURELECTRIC pursues in all its activities the application of
the following sustainable development values:

Economic Development

Growth, added-value, efficiency

Environmental Leadership

Commitment, innovation, pro-activeness

Social Responsibility

Transparency, ethics, accountability
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EXECUTIVE SUMMARY

The revision of the state aid rules is an important opportunity to improve the functioning
of the EU electricity market. Particularly in the current economic climate it is essential to
ensure that the EU’s state aid rules contribute to Europe’s competitiveness via a level
playing field among member states. In recent years numerous market distortions have
emerged. It is a great time to revisit them and choose the most cost efficient way to low
carbon energy transition. The General Block Exemption Regulation increases
transparency, and creates a level playing field among member states.

The General Block Exemption Regulation should make a distinction between mature and
immature technologies. Support should be more focused on fostering research,
development and demonstration of new technologies. To that end, we welcome the
inclusion of the whole innovation chain, including demonstration and early market
uptake, in the scope of the GBER as well as increases in notification thresholds for
research, development and demonstration.

Support for mature technologies, including mature renewable, cogeneration and district
heating technologies, should be progressively phased out. The EU Emissions Trading
System (ETS) is the most suitable instrument for driving investments in mature low
carbon technologies. The ETS should be reformed to ensure that it functions effectively1.

The Commission has included two models of aid for renewable energy in the scope of the
General Block Exemption Regulation (GBER): the investment model and the auctioning
model. These models include several positive elements that EURELECTRIC supports:
competition between technologies and projects, promotion of cooperation between
member states, and requirements that enhance market integration of renewable
electricity.

1 The Polish Electricity Association does not support the backloading of emissions allowances orstructural changes to the EU ETS.
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INTRODUCTION

EURELECTRIC considers the current review of the state aid rules an important
opportunity to improve the functioning of the EU electricity market. A sound state aid
framework is a key element for a cost-effective transition to a low-carbon economy. The
tools used by the European Commission should be consistent and contribute to the
advancement of Europe’s key policy goals. EURELECTRIC is strongly committed to
reducing carbon emissions and meeting the EU's climate targets for 2020 as well as
delivering carbon-neutral electricity in Europe by 2050. Delivering these targets depends
on an appropriate policy framework that enables cost-effective investments in low-
carbon technologies.

The revision of the General Block Exemption Regulation (GBER) is only one part of the
state aid modernisation. The GBER constitutes together with the Regional Aid Guidelines,
Environmental and Energy Aid and State Aid Framework for Research, Development and
Innovation the overall legislative state aid framework for state aid to the energy sector.
The revision of these guidelines and the GBER should therefore be considered jointly and
EURELECTRIC welcomes also cooperation between the services of DG ENER and DG
Competition in order to provide the respective energy proposals with more coherency
and consistency. Considering this need for a common approach EURELECTRIC regrets that
draft guidelines Environmental and Energy Aid and State Aid Framework for Research,
Development and Innovation are not available at the moment of consulting on the draft
GBER. We cross refer to our response to the consultation on Environmental and Energy
Aid Guidelines 2014-2020.

The Commission’s goal to “ensure that state aid control is a tool promoting sound use of
public resources and limiting competition distortions” is a suitable basis for reviewing the
state aid framework that applies to the electricity sector. EURELECTRIC encourages the
Commission to use state aid control and other available tools to facilitate the integration
of the electricity market, to minimise market distortions caused by some ill-designed
support measures and to provide an effective RD&D framework for the energy sector in
which RDD support for immature technologies can progressively replace other support
schemes. Gradual phase-out of support for all technologies should follow when
technologies reach market competitiveness and broad deployment.

While ensuring that 20-20-20 targets are reached, the EU energy policy should prioritise
least distortive support measures to the benefit of consumers. The revision of the GBER
needs to be done in a way that is conducive to investor confidence; this includes
retroactive changes to support schemes to be avoided.

GBER contributes to a level playing field for the energy sector, and EURELECTRIC
encourages the Commission to ensure that once the regulation has been issued, the
GBER will be interpreted in the same way by the member states.
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CHAPTER I

Article 2 – Definitions

EURELECTRIC welcomes the specific annex on definitions. Compared to the current GREB,
the included definitions are in general significantly more detailed and the breakdown by
sections easier to understand. Some improvements and additions on the definitions are
however still needed.

Section 6

Section 6 leaves it unclear what investment aid and operating aid mean because the term
are used in a confusing way. Eurelectric suggests to add investment aid and operating aid
in Annex I on definitions.

Annex I, Paragraph 90

Recital 54 in the draft regulation and the Explanatory Memorandum on draft GBER state
that the GBER shall facilitate the granting of environmental aid in the areas of resource
efficiency (energy saving and energy efficiency, cogeneration), climate change and energy
measures etc. The scope should be reflected in the definition of environmental
protection. The current definition does not include climate change.

Article 4 – Notification thresholds

The notification thresholds should be set based on an impact assessment. A balance
needs to be found between the objective to decrease administrative burden caused by
the notification processes and the need to ensure that distortive impacts of aid are
minimised. The current threshold for environmental protection facilitates limited use of
GBER in case of e.g. renewable energy.

The current GBER was issued in August 2008, and the new notification thresholds should
at least be adjusted for inflation over that period.

EURELECTRIC considers it important to have an effective RD&D framework for the energy
sector. We estimate that accelerated innovation in power supply technologies and
business models for energy efficiency could be worth 70 billion euro to the EU economy
in 20302. Thus we support in principle the plan to increase the thresholds for
fundamental, industrial and experimental research. Demonstration and early deployment
are indispensable parts of the power sector innovation chain. Not only does
demonstration enable real-world validation of emerging R&D findings, but it also is a
crucial step towards commercialisation and subsequent widespread deployment. We do
not see a need to increase the threshold for experimental research less than for
fundamental and industrial research.

2 Eurelectric 2013. Utilities: Powerhouses of Innovation.
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Article 5 – Transparency of aid

Paragraph 2

EURELECTRIC suggests to add technology neutral tendering and quota systems in
transparent aid categories.

Other comments on Chapter I

In general it would be helpful to increase transparency and have clear rules about
cumulative aid, e.g. where aid is granted in an approved scheme and there is the
possibility of further funding sources.

SECTION 1 – Regional Aid

Article 14 – Scope of regional aid

The draft regulation states that regional aid for the energy sector is not included in the
scope of the Article 14 in GBER. Furthermore the Commission issued 19 June the new
Guidelines on regional state aid for 2014 – 2020, and the guideline does not include aid
for energy sector. The content of the GBER has to be in line with the Guidelines.

EURELECTRIC regrets the exclusion of energy from regional aid, because regional aid
focuses on disadvantaged regions, and energy is indeed key for further social and
economic development of any region. The regional aid for energy sector could have
covered for example investment projects in distribution grids, upgrades to transmission
infrastructure, smart grid development projects and also cooperation/joint projects
according to the RES Directive.

However, other articles than Article 14 of the draft GBER cover aid for assisted areas.
Eurelectric points out that focus of the regional aid on SMEs is not sufficient, since large
companies are the only ones that can afford the scale of the investments needed in key
economic sectors such as energy, network infrastructure, RDI etc.  Large companies often
build important value chains with SMEs, facilitating access to technology and innovation.

The text on the exclusion of the energy sector from regional aid in Article 14 should be
clarified.  It is not clear whether the limitation to exclude energy sector also applies to
regional aid measures that would fall into the category of energy aid only partly (e.g. aid
for industrial manufacturing that is combined to cogeneration unit or waste to energy
units where production of electricity and heat is a by-product).
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SECTION 3 – Aid for research and development and innovation

Article 23 – Aid for research and development projects

Paragraph 2

EURELECTRIC welcomes the inclusion of the suggested categories (fundamental research,
industrial research, experimental research) in the scope aid for research and
development projects within the GBER. Based on our recent Innovation Action Plan, we
consider it important that the full innovation value chain, including demonstration and
early market uptake is covered in the ‘experimental research’ category. The approach is
also in line with the Commission’s Communication on Energy Technologies and
Innovation dated May 7th, which explicitly refers to the need to focus on the full
innovation value chain.

Paragraph 3

It should be clarified whether it is possible within the scope of this article to finance the
purchase or construction of buildings. Lifetime of the investment is likely to exceed the
period in relation to a research and development project eligible for aid.

Paragraphs 5 and 6

As for aid intensity e.g. for industrial research or for experimental development
EURELECTRIC stresses that depending on the type of technology the need for aid will vary
considerably. Therefore a certain flexibility is required, and not a ‘one size fits all’
approach. For example, the aid intensity could be related to experiences with various
technology projects existing or likely to be launched in the next five years. The draft
regulation makes a distinction depending on the categories, not on technologies.

The Commission suggests significantly lower aid intensity for experimental research than
for other categories. EURELECTRIC does not agree with this approach, because
demonstration and early market uptake are crucial steps towards commercialisation and
widespread deployment.

SECTION 6 – Aid for environmental protection

Section 6 includes aid for both mature and immature renewable and cogeneration
technologies. As a technology neutral and European-wide policy instrument, the EU
Emissions Trading (EU ETS) market is the most suitable instrument for driving
investments in mature low carbon technologies. A reformed ETS should be the main
driver for the low carbon transition. Carbon markets are a cost-effective way to drive
investment choice in CO2 reduction and the EU ETS is fully compatible with the Internal
Energy Market.

Eurelectric believes that post-2020 renewable energy technologies should be promoted
based on ETS+ approach. By ETS+ approach we mean combination of EU emissions
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trading and RD&D support. Progressive phase-out of support for all technologies should
follow when technologies reach market competitiveness and broad deployment, and
support should be focused on fostering RD&D of new technologies. Before 2020, RES
development in Europe should see converging support schemes and transition to
renewable support schemes that integrate RES generation into the electricity market.
Retroactive changes to support must be avoided.

The state aid framework should facilitate RD&D support for technologies throughout the
entire innovation cycle, and the General Block Exemption Regulation should make a
distinction between mature and immature technologies. EURELECTRIC’s comments to
Articles 32, 33 and 34 should be read keeping in mind that EURELECTRIC supports
progressive phase-out of aid for mature technologies.

Much of the investment in power generation has been undertaken via non-market-based
and operational support schemes in recent years. This has undermined the business case
for thermal generation, including cogeneration, because an increasing share of capacity is
operating outside wholesale markets, reducing market liquidity, decreasing running
hours and lowering average wholesale price levels. Eurelectric would like to point out
that high efficiency cogeneration would be a more competitive option and less in need of
support without the current extensive market distortions caused by other support
schemes.

Section 6 leaves it unclear what investment aid means because the term is used in a
confusing way. Feed-in premiums, for example, are operating aid, not investment aid, but
are mentioned otherwise in Art 34. Eurelectric suggests to add investment aid and
operating aid in Annex I on definitions.

Article 32 – Investment aid for energy saving measures

In general, the ETS price signal and the energy market should drive supply side energy
efficiency measures. However, on the demand side some crucial measures (notably in
buildings) will not be driven by a price signal due to the long payback periods involved or
lack of customer awareness. For this category of demand side additional measures are
needed.

Article 33 – Investment aid for high-efficiency cogeneration

Like all technologies, electricity produced in cogeneration of heat and power should be
part of the market and fulfil the requirements on balancing and scheduling. When
comparing the varying distortive impacts of investment aid and operating aid, investment
aid is usually the preferable option as it is a one time payment and as such is less likely to
distort market price signals less. Thus EURELECTRIC finds it preferable to include
investment aid, rather than operating aid in the scope of GBER for cogeneration.



10

Paragraph 3

A capacity limit for support for high efficiency cogeneration, as suggested, may hinder the
market players from selecting the most efficient solutions. Furthermore, the GBER
already includes a threshold in euros.

Article 34 – Investment aid for the promotion of energy from renewable sources

The title of the Article should be modified, because operating aid is included in the
Article.

In addition to the investment model (paragraphs 4-7) and auctioning model (paragraph
8), also quota systems should be included among models to support renewable energy.
Quota systems are technology neutral, and expose generators to wholesale market
prices. EURELECTRIC believes that the range of support mechanisms should be enlarged
also to include risk sharing facilities, loans etc.

Eurelectric believes that any arrangements to promote energy from renewable sources
should be consistent with the completion of the European Target Model for an internal
energy market3, which aims to harmonise market arrangements, facilitating investment
and trade in the European energy market. Extension of market obligations to all
technologies may require an adjustment of support mechanisms to ensure that new costs
imposed on RES generation are correctly considered  while still providing an incentive to
improve forecasts and reduce imbalance.

Paragraph 2

Sustainable biofuels are mentioned in paragraph 2. Further clarification is needed on this
paragraph, because the text does not explain what kind of support for production/supply
of biofuels/biomass is exempted from notification. The included models (investment
model and auctioning model) are suitable for providing support for energy production,
but not supply or production of biofuels/biomass.

INVESTMENT MODEL

As stated earlier, EURELECTRIC prefers investment aid to operating aid as it is a one time
payment and as such is likely to distort market price signals less. Thus we welcome the
inclusion of the investment model in the GBER.

Paragraph 5

Paragraph 5 states that ‘the eligible costs shall be investment costs necessary to achieve
the higher level of environmental protection’. The definition is rather vague, and should
be clarified.

3 A part of The Target Model is implemented through the Network Code on Capacity Allocation and
Congestion Management. This code determines e.g. balancing responsibility and denies priority access
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The definition of eligible costs in the current General Block Exemption Regulation has
been problematic, because it requires identification of reference investment. An
alternative investment in conventional generation does not often exist in practise but the
investor’s options are to invest in renewable generation or not to invest at all. Removal of
the requirement to find a reference is thus welcome.

Paragraph 6

EURELECTRIC welcomes the requirement on standard balancing responsibilities in line
with the European internal energy market Target Model as well as the standard
obligations regarding network connection and network connection charges. This is a
important to ensure a level playing field among technologies and to avoid market
distortion.

AUCTIONING MODEL

Paragraph 8

The proposed auctioning model includes competition between technologies and projects
between bidders from EEA countries. EURELECTRIC considers this very positive.

EURELECTRIC would prefer an auctioning model based on investment aid rather than
feed-in premiums. Feed-in premiums expose RES technologies partly to market dynamics
and market discipline, and are preferable to feed-in tariffs. New schemes based on
operating aid should not be adopted after 2020.

EURELECTRIC believes that cooperation mechanisms could make an important
contribution in reaching to cost efficiency in the low carbon transition. They are the
subject of a guidance by Directorate-General for Energy to be released in July 24th. The
state aid rules should provide incentives for the use of cooperation mechanisms as well
as ensure a general consistency with the guidance from Directorate-General for Energy.
We also question the following sentence “member states may require that the bidder
ensures that it is able to deliver the electricity to the member state granting the aid”. Any
requirement to demonstrate a physical flow is likely to act as a barrier to use of the
cooperation mechanisms and should not in our view be included.

Assuming that the threshold in Article 4 paragraph does not apply to the auctioning
model, EURELECTRIC sees technology neutral auctioning as a meaningful model to be
included in the GBER. It should be possible for the member states to set a cap for the
whole budget of the auctioning.

EURELECTRIC welcomes the mentioned standard balancing responsibilities, that should
be in line with the European internal energy market’s Target Models as well as the
standard obligations regarding network connection and network connection charges in
option 1. This is important to ensure a level playing field among technologies and to avoid
market distortion. In addition, all producer power has to be sold to the market either
directly or via an aggregator.
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A clearer distinction should be made between requirements that need to be met in all
auctioning models, and requirements that include alternatives ways to implement the
auctioning model.
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