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EU budget

On the 2nd May, the European Commission published their proposal for the Multiannual Financial
Framework (MFF) which sets out the EU’s budget for 2021 and 2027.

The MFF includes the following high level commitments:
e Natural Resources and Environment - €378.9 billion budget: agriculture and maritime
policy, and environment and climate action.
e Climate Mainstreaming will increase from 20% in the period of 2014-2020 to 25% in the
period 2021-2027 of the MFF budget.

The Commission plans to raise €22 billion per year from the Emissions Trading System, a new
Common Consolidated Corporate Tax Base and a levy on non-recycled plastic packaging waste.

The Commission also announced a budget of €97.6 billion for the Horizon Europe research and
innovation programme. Its purpose is “to support EU policies such as the transition to a low carbon
economy, the protection of the environment and climate actions.” The LIFE project was also given
a budget of €5.4 billion representing a 60% increase; this project focuses on “developing and
implementing innovative ways to respond to environment and climate challenges, such as the
transition to clean energy.” Both of these could potentially provide funding for CCUS.

Mid-Century Strategy

On 22 March 2018, the European Council asked the Commission to present a proposal for a
strategy for long-term EU greenhouse gas emissions reduction in accordance with the Paris
Agreement by the first quarter of 2019.

Miguel Cafiete, Commissioner for Climate Action & Energy, announced in May that the
Commission has begun to look at mid-century strategy that will consider net zero emissions by
2050. The Commission plans to be able to present the Strategy at COP 24 in December, which will
be followed by a period of scrutiny in 2019.

Speaking about the mid-century strategy at a European Climate Foundation event recently, Mauro
Petriccione, new DG for Climate Action, mentioned that CCS featured heavily in the 2011
Roadmap but has not yet emerged. He said net zero by 2050 would be assessed, with modelling
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and economic analysis, but would only be the Commission’s proposal if it was seen to be cost-
effective and feasible.

Development of the Mid-century Strategy is being led by Isaac Valero Ladron within Cafiete’s
Cabinet.

Next steps:
¢ Public consultation to be opened in June
¢ High-Level Stakeholder Consultation Event to be held 10-11 July
e Presentation of Strategy at COP 24, 3-14 December

Energy Governance Directive

Information from the Presidency on the state of play:

As a key climate element, Article 14 related to the long-term strategies is expected to evoke
extensive discussions at the final trilogue. Although the Council revised the general approach and
made a step toward the EP with new mandate on the newly introduced aspects by the EP
(introducing obligations for the Commission to assess various scenarios for the EU contribution to
the targets in the Paris agreement, including net-zero GHG by 2050, negative emissions and the
implication on the global and EU carbon budget) there is still a gap between the positions related to
these elements. In addition the EP introduced an obligatory Annex lla containing a detailed set of
elements to be included in the long-term strategies of the Member States. The Council made it
lighter in substance and non-binding. (Source http://data.consilium.europa.eu/doc/document/ST-
9287-2018-INIT/en/pdf)

Sustainability taxonomy

In March it was flagged that the EU High Level Expert Group (HLEG) on Sustainable Finance had
proposed the Commission come up with a new EU-wide taxonomy on activities classed as “green”
or “sustainable” to ensure cohesion in sustainable investment activity across borders.

Yesterday the Commission published its Proposal for a Regulation. There is an opportunity to
provide feedback by 1 August.

Of interest to ZEP:
The Proposal sets out six targets, proposing that for an activity to be classed as sustainable it
should contribute to at least one of six environmental objectives, and not harm any of the other
objectives. The proposed objectives are:

1. climate change mitigation

2. climate change adaptation

3. sustainable use and protection of water and marine resources

4. transition to a circular economy, waste prevention and recycling
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5. pollution prevention and control
6. protection of healthy ecosystems

The activities outlined under target 1, climate change mitigation, include

(a) generating, storing or using renewable energy or climate-neutral energy (including carbon-
neutral energy), including through using innovative technology with a potential for significant
future savings or through necessary reinforcement of the grid

(b) improving energy efficiency

(c) increasing clean or climate-neutral mobility

(d) switching to use of renewable materials

(e) increasing carbon capture and storage use

(f) phasing out anthropogenic emissions of greenhouse gases, including from fossil fuels
(g) establishing energy infrastructure required for enabling decarbonisation of energy
systems

(h) producing clean and efficient fuels from renewable or carbon-neutral sources.

Therefore, at this stage it seems CCS activities should perform well when being assessed by the
proposed criteria. However, detailed work will be undertaken on the screening criteria for each
activity to create a “taxonomy” which may not be ready for implementation before the 2020s. The
proposal recommends that “granular and calibrated technical screening criteria for the different
economic activities should be laid down by the Commission, on the basis of the technical input of a
multi-stakeholders Platform on Sustainable Finance”, and that the Commission request a progress
report on this activity from 2021 onwards.

Next steps: Opportunity to provide feedback on proposal by 1 August
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