Il Ref Ares(2018)8653553 - 28/11/2016

From: CAB JUNCKER ARCHIVES

Sent: 28 November 2016 11:11

To:

Subject: FW: Capacity mechanisms need to be fully consistent with the EU’s climate
strategy

Attachments: 20161125 Capacity Markets Final letter.pdf

From: (. - B<haif Of JUNCKER Jean-Claude (CAB-JUNCKER)
Sent: Friday, November 25, 2016 6:33 PM

~ To: CAB JUNCKER ARCHIVES
Subject: FW: Capacity mechanisms need to be fully consistent with the EU’s climate strategy

From:
Sent: Friday, November 25, 2016 6:01 PM
To: JUNCKER Jean-Claude (CAB-JUNCKER); SEFCOVIC Maros (CAB-SEFCOVIC);
VESTAGER Margrethe (CAB-VESTAGER); CAB ARIAS CANETE ARCHIVES

Cc: FRANS TIMMERMANS CONTACT; JYRKI KATAINEN CONTACT; CAB MOEDAS
CONTACT; CAB MOSCOVICI WEBPAGE; ITALIANER Alexander (SG); HANDLEY Peter
SG); LOBILLO BORRERO Cristina (CAB-ARIAS CANETE);

Subject: Capacity mechanisms need to be fully consistent with the EU’s climate strategy
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Capacity mechanisms need to be fully consistent with the EU’s climate strategy

Dear President, Dear Vice-President, Dear Commissioners,

As the drafting of the electricity market design reform comes to a close, we
wouid like to focus your attention on an unresolved issue affecting the
consistency of the proposal.

Any capacity interventions into EU electricity markets need to be fully consistent
with the EU's 2030 climate and energy targets and the commitments made in the
Paris Agreement. Today, European electricity markets are oversupplied with
generating capacity. Reserve margins over peak-load are 2-3 times those
necessary to meet traditional standards on reliability of supply.

Given the significant oversupply of reliable capacity in most regions of Europe -
and with the aim of steering investments into new, flexible and clean
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technologies - the Union and its Member States should be developing an
adequate strategy to manage the retirement of power generation technologies
which do not help to reduce emissions nor to deliver sufficient system flexibility.

Where capacity markets have been thoroughly assessed and are deemed
necessary as a last resort, any payments of public or bill-payers’ money to power
generators should prioritise those options that deliver important systemic and
environmental benefits such as greater flexibility and/or environmental and
climate sustainability.

The upcoming reform of the electricity-market should introduce a transparent
carbon eligibility criterion for plants wishing to benefit from capacity
mechanisms. Specifically, Article 18 (6) should address not only the amount but
also the type of power generation that could be supported.

Capacity should only be able to participate in capacity mechanisms if it meets a
carbon eligibility criterion of 550 g CO,/ kWh or lower. Such a standard would
be in line with the current level set by the European investment Bank when it
considers investments in power projects and consistent with the Energy
Union’s climate, energy and competitiveness goals.

Thank you for your consideration.

Yours sincerely,



lvan Martin
Head of EU Affairs







