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Subject: The European renewable electricity industry backs calls for a carbon criterion
emissions performance standard in Capacity Mechanisms and in the ETS Modernisation
Fund
Dear Dr Kariņš,
Dear Mrs Girling,
Dear Mr Mizzi,
Dear Ms Simson

We are writing to express our support for the twin proposals of a carbon criterion for power plants
supported by Capacity Mechanisms within electricity market design and the Modernisation Fund
within the Emissions Trading System (ETS).
We believe this is crucial for the swift decarbonisation of the European electricity supply.
The principle is very simple: public subsidies should not be used to support the most polluting
power plants. Doing so runs counter to EU climate and energy policy, counter to the public’s
expectations for subsidies and risks cancelling out any positive effects of existing climate and
renewables policy.
We therefore urge you to support both the European Parliament’s amendments 94 and 104 to the
Directive on cost effective emissions reductions with regards the 450g CO 2e/kWh criterion within
the ETS Modernisation Fund1, and a similar carbon limit for Capacity Mechanism support within
the electricity market design regulation2. We believe the European Commission’s proposal is a
good starting point for negotiations.
While it is crucial to ensure that ETS revenues are not used for investing in polluting and
unsustainable assets, it is similarly important to ensure that the effect of an increased CO 2 price
stemming from ETS reform is not cancelled out with subsidies to high emissions plants via
Capacity Mechanisms. The ETS Modernisation Fund should have as its core goal the transition
away from fossil fuel generating capacity.
Furthermore, we recommend that the carbon criterion within Capacity Mechanisms should be
enforced as of the entry into force of the electricity market design regulation and therefore call for
the deletion of the five year grace period3. Exemptions for Strategic Reserves could be justified
during a limited transitionary period of maximum five years if a cost-benefit and energy system
analysis proved that these are the most cost-effective solutions to solve temporary local adequacy
problems and that access for new renewable energy capacity is not curtailed or blocked by this
exemption.
Overall, the use of Capacity Mechanisms, if permitted at all, should be explicitly restricted to a last
resort measure and be temporary in nature.
Carbon limitation criteria are carbon specific but technology neutral. This means that they do not
impact on Member States’ right to choose between different energy sources, and are therefore in
line with Article 194(2) of TFEU. Such carbon criteria are a key part of implementing the EU’s 2030
target for 40% reduction in greenhouse gas emissions. Many countries and jurisdictions around

1

http://www.europarl.europa.eu/sides/getDoc.do?pubRef=-//EP//TEXT+REPORT+A8-20170003+0+DOC+XML+V0//EN&language=en
2
The European Commission’s has proposed a 550g CO2/kWh criterion in the recast of the electricity market design
regulation. See more details in Article 23 here: http://eur-lex.europa.eu/legalcontent/EN/TXT/HTML/?uri=CELEX:52016PC0861R(01)&from=EN.
3
Article 23 of the Commission’s proposal for a regulation on electricity market design states that “Generation
capacity emitting 550 gr CO2/kWh or more shall not be committed in capacity mechanisms 5 years after the entry
into force of this Regulation.”

the world have already implemented similar standards, including a number of US states, Canada
and the UK.
Please do not hesitate to get in touch if you would like more information on any of these points.
We look forward to working with you on both these issues.
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