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European Renewable Energy Industry cannot support current Commission Plans on the
Framework Directive for Renewable Energies
Draft mainly strengthens incumbent oligopolies and jeopardises renewable development

Dear President Barroso,

The European renewable energy sector would like to be in a position to support the
Commission proposal on 23 January. It therefore considers it necessary to raise a concern of
utmost importance on a proposal which would lead to crucial investor insecurity and by that
fail to deliver what the directive should be designed for: reaching a 20% share of renewables
by 2020, a 10% share of biofuels and contribute to a sustainable and secure energy supply.

As you know the draft directive was made available to many stakeholders. Whilst there are
elements in the proposal that will benefit the renewable energy sector, particularly in the field
of renewable heating and biofuels, we are concerned that some of the newly proposed
measures will completely undermine the legal framework established at EU and at national
levels and collapse the market penetration of renewable energy sources.

In particular the European Renewable Energy industry has serious concerns relating to
the introduction of an EU-wide mandatory trading mechanism of guarantees of origin
(GoO) at company level.

The Commission clearly stated in recent months that it had no intention of harmonising or
endangering existing successful national support mechanisms. However, the current draft
Directive will certainly jeopardise the most successful national support schemes and will lead
to harmonisation of support schemes without even a proper public debate.

To our great disappointment, the Commission is advancing in the opposite direction of its
public stance.

It is contradictory to propose an EU-wide green certificate/GoO scheme given that to date
only 5 Member States use that system in comparison to 18 Member States with successful
schemes based on feed-in tariffs.



Please allow me to express our particular concerns:
This directive — in its current form - will harm successful support schemes

The Commission itself recognises explicitly in the Directive that its proposal — the transfer of
guarantees of origin at company level - will harm national support schemes: “In exception to
paragraph 1, Member States may, in order to safeguard the viability of national support
schemes, impose (...) limits on the transfer of guarantees of origin to or from other Member
States”. Herewith, the Commission admits that the system it proposes can harm national
support schemes. As the European Commission itself states in the draft “Commission Staff
Working Document on the support for electricity from renewable energy sources” to be
published together with the draft directive, the continuation of different national support
schemes is both the most effective, and efficient, way of boosting the share of renewable
electricity in a cost effective manner.

If the goal of these limits is indeed to “safeguard the viability of national support schemes”,
then these limits must remain the rule and not the exception (article 8 (3)).

Article 8 in its present form will particularly undermine the success of support schemes
(mainly feed-in and premiums) in developing a market for a broad portfolio of renewables
technologies- including those which today are less competitive, but tomorrow will play a
significant role. Europe’s technological leadership will be lost and past successful efforts in
developing an industry, e.g. in Solar Photovoltaic and Thermo-electric, will be destroyed.
The introduction of such a system, either as a mandatory or a voluntary approach, with the
possibility to “opt out” will endanger and undermine the technology-differentiated feed-in
tariff/premium systems in Europe.

This draft directive will strengthen energy oligopolies

The introduction of a mandatory trading scheme at company level will strengthen the market
dominance of incumbent electricity producers. Due to the huge upfront cost and investment
risks inherent to such a complex trading system, small and medium-sized enterprises are not
able to compete with incumbent energy producers. The system proposed by the Commission
will favour incumbent energy producers and undermine the Competition Commissioner’s
fight against energy monopolies and oligopolies.

In addition, it should be strongly noted that it is mainly the same incumbent energy producers
who have been calling for such a mechanism who have a bad track record of significantly
increasing the renewables share in their portfolio. Others, who have already invested in
renewables are strongly arguing against such a scheme as they are aware of the investor
insecurity it brings.

In countries with successful support schemes for renewables, small and medium-sized
producers are rapidly growing, taking some 1,5% of the incumbent industry's market share
each year. This goes in the direction of the Commission’s efforts on European Competition
policy. All these efforts would be undermined by the introduction of a system as planned and
tax payers would fund additional profits of incumbent energy producers.

Downward competition instead of effective enforcement mechanisms

EREC is concerned that the only enforcement mechanism available to the Commission for
ensuring that a Member State reaches its interim target is the forced opening up of its national
support mechanism to plants situated in other EU countries and losing the ability to impose
the conditions on the import of GoO from other EU countries (8(5)). The logic behind this
proposal is highly questionable: How could a Member State be urged to improve its financial



support scheme if foreign companies can benefit from it as much as they want and tax payers
in one country have to pay for energy infrastructures abroad? How would this help the
country to meet its target? Such a provision would also most likely lead to a downward
competition among Member States towards lower support for renewables, making it
impossible to be a frontrunner country with higher than average deployment of renewables.

This draft leads to an imposed uniform scheme — to de facto ‘“harmonisation” of
support schemes — without any public debate

The likely result of such an enforcement mechanism is de facto “harmonisation” of national
support schemes through a domino-like cascade of those national support mechanisms
employed by Member States that fail to meet their targets (Article 8 (5)).

EREC is also very concerned about the proposal that — as part of the first report to be
submitted in 2012- the Commission will assess the need for proposing a harmonised EU-wide
support scheme for renewable energies (article 18(9)). This could possibly introduce the
uncertainty of an untested EU mechanism for renewables.

The ability of Member States to place stable terms and limits on the trade in GoO is crucial
given the subsidiarity principle and the importance of national support mechanisms in
reaching the overall EU target of 20%, and providing long term market stability. However,
we doubt that this is politically feasible and therefore ultimately opens the door to a de facto
harmonisation.

Ultimately investor insecurity will be the reality

As foreseen in the draft, Member States will be able to place terms and limits on the trade in
GoO by companies to maintain control of their own renewable energy policy. However,
requiring Member States to, in effect, review their terms and conditions every 12 months
(article 8(4)) will create significant investor uncertainty which will adversely impact the
ability of the EU to reach its 20% target. And it is questionable whether this provision will be
feasible at all.

Furthermore, EREC is very concerned that the Commission is considering reviewing whether
Member States may continue to implement such terms and limits (article 8(6)) beyond 2014.
This critical uncertainty in the early compliance phase of the Directive will have significant
negative effects on long term market stability and investor confidence, given the importance
of stable long term national support mechanisms (be they certificate, premium or feed-in
models).

This draft increases risk and thus costs of renewable

The European Commission intends to promote a “least-cost” solution to reach the 2020
targets. Trading of green certificates between companies has not proven to be the most cost-
efficient solution so far and turns out to be more expensive than feed-in tariffs- as emphasised
in the Commission’s upcoming draft Commission Staff Working Document on support for
electricity from renewable energy sources. Unlike in other schemes where each technology
has a specific tariff or premium which compensates the specific generation costs of the
technology, a Tradable Green Certificates scheme as foreseen has no technology specific
price. Therefore, a number of technologies will generate windfall profits, meaning that the
compensation is higher than their actual generation costs and the development of other
technologies would be harmed. Promoting such an approach would go totally against the
European Commission’s own objective.



The trading system — planned in this draft- will create permanent market instability. Investors
will expect that every Member State will have to frequently adjust its support schemes taking
into consideration the support schemes and developments in other countries. Such a
permanent instability will create a very risky and insecure environment for long-term
investments, thus increasing the cost of renewables and reducing their deployment.

Therefore, the Renewable Energy Industry proposes:

1. Flexibility in meeting the national target should be provided where the responsibilities
are: at Member State level. At this stage, a trading mechanism must be regulated and
operated by public authorities on a Member State level only and not on a company
level. Since Member States are responsible for meeting the target, they should retain
control over the target and not leave it to companies.

2. If a Member State wants to sell renewable energy certificates abroad, it must already
have fulfilled its own national target. Thus, exporting guarantees of origin to another
Member State should be allowed only after the exporting country has met its national
intermediate target: a country should not be able to sell something which it does not
POSSESS.

3. Clear and convincing penalties should be introduced for those Member States which
are not complying with their national intermediate targets.

We hope the European Commission will in the short time we have left, listen to the
renewable energy industry’s voice.

Without changes in the draft proposal, all the good intentions of the Commission could lead
to very negative effects. We would be happy to work together with the Commission to find a
solution which efficiently deploys renewable energies markets without strengthening
incumbent oligopolies.

Yours faithfully,

Arthouros Zervos

President of the European Renewable Energy Council

On behalf of the European industry and research associations, members of EREC:
"1 AEBIOM (European Biomass Association)

1 eBIO (European Bioethanol Fuel Association)

"1 EGEC (European Geothermal Energy Council)

1 EPIA (European Photovoltaic Industry Association)



"1 EREF (European Renewable Energies Federation)

"1 ESHA (European Small Hydropower Association)

"1 ESTELA (European Solar Thermal Electricity Association)

"1 ESTIF (European Solar Thermal Industry Federation)

"1 EUBIA (European Biomass Industry Association)

1 EU-OEA (European Ocean Energy Association)

1 EUREC Agency (European Renewable Energy Research Centres Agency)

1 EWEA (European Wind Energy Association)

Cc: All Commissioners



