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The EU as a | The European Union has long recognized the importance of a sustainable, innovative and
socially equitable energy policy.

leader of Starting from 2009, with the introduction of the 20-20-20 package, the European Union (EU)

energy | has demonstrated a strong commitment in reducing greenhouse gases emissions, improving

policy energy efficiency and increasing the use of renewables. This package marked the beginning of

a long and ambitious journey that saw Europe positioning itself as a global leader in the
energy transition.

In the last five years (2019-2024), global events like the COVID-19 pandemic and the conflicts
in Ukraine and Middle East have repeatedly called for revisioning and adapting the Union's
energy policy to face new challenges and ensure the resilience of the European energy
system. The EU energy policy has undergone remarkable developments, with the objective of
ensuring a secure energy supply, sustainable and competitive. In fact, this period has been
characterized by several initiatives and regulations with the aim to promote energy efficiency,
increase the use of renewables and reduce greenhouse gases emissions.
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In December 2019, The European Commission presented the European Green Deal, an
ambitious strategy of growth aiming at transforming the EU in a modern economy, resource-
efficient and competitive. The main objectives of the Green Deal envisage:

2019- The
European

Green Deal

Climate neutrality by 2050: the EU pledges to become
the first zero climate impact by 2050

Although the European Green
Deal represents a bold and

necessary step toward M
sustainability, its Reduction of greenhouse gases emissions by 55% by
implementation requires

: . 2030
extraordinary  commitment

from all member states.

The main challenge will be to
ensure that the proposed
measures are  effectively
implemented at the national
level, avoiding delays and
political resistance.

Promotion of renewables and green hydrogen
technologies

Improve energy efficiency through measures like
buildings renovation and adoption of low-energy
consumption technologies
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The “Fit for 55” package
represents an ambitious
attempt to accelerate the
green transition in the EU.
Yet, its implementation
will require an effective
coordination among the
Member States and a
strong financial
commitment. In addition,
it will be crucial to ensure
that the proposed
measures will not
disproportionately

penalize the industries and

the most vulnerable
citizens.
2022- The
REPowerEU
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In March 2020, the Commission has proposed the European Climate Law, that makes the
target of climate neutrality by 2050 legally binding. This law establishes a framework for
reaching the climate objectives and envisages a periodic review of the progress made. The law
includes:

Binding targets

The European Climate Law establishes legally binding targets for the reduction of greenhouse gases
emissions, the increase of the use of renewables and the improvement of energy efficiency.

National Energy and Climate Plan (NECP)

The Member States must present detailed national plans describing how they want to achieve the
climate and energy targets set by the EU. These plans are reviewed and monitored by the European
Commission.

Mechanisms of review

The law envisages mechanisms of periodic review to evaluate the progresses made and, if necessary,
adopt corrective measures to ensure the achievement of the climate objectives.

On July 14, 2021, the European Commission has presented the package la “Fit for 55" (FF55),
a series of legislative proposals aiming at reducing the net emissions of greenhouse gases by
at least 55% by 2030 with respect to the 1990 level. The main measures of the package
include:

Revision of the EU Emission Trading System (EU ETS)

The EU ETS is a key instrument to reduce the greenhouse gases emissions. The “Fit for 55" package
envisages a revision of the system to make it more ambitious and extend it to new sectors, such as the
maritime transport.

Carbon border adjustment mechanism (CBAM)

This new mechanism aims at introducing a price on the carbon emissions for the products imported in
the EU. Thus, the CBAM ensures that the imported products are subjected to the same environmental
standards as the EU products.

Promote renewables

The package includes measures to increase the share of renewables in the EU energy mix, such as the
adoption of binding targets for renewable energy and the acceleration of the permitting processes for
renewable projects.

Energy efficiency

The package includes also measures to improve energy efficiency, such as the adoption of more
stringent standards for buildings and the introduction of incentives for energy renovation.

As a response to the Russian invasion of Ukraine and to the consequent energy crisis, the
European Commission has presented the REPowerEU plan on May 18, 2022. This plan aims at
rapidly reducing the EU dependence from the import of Russian fossil fuels and to enforce
the strategic autonomy of the EU in the energy sector. The main objectives of the plan
envisage:
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Energy savings

Promote measures to reduce energy consumption, increasing energy efficiency measures and promoting
circularity.

-9

Diversification of energy supply

Diversify fuels and energy supply routes, developing an hydrogen market for the EU and improving

interconnection of the European networks of electricity and gas.

-9

Energy security

Improve the EU energy security through the increase of the storage capacity of gas and the construction
of new infrastructure network for liquefied natural gas (LNG). This includes the construction of new LNG
terminals and the expansion of the existent storage capacity.

Investments in renewable energies

The REPowerEU plan envisages significative investments in renewables, aiming at doubling the solar
capacity installed by 2025 and increase the wind energy capacity. This includes also boosting the
deployment of heat pumps and increasing the production of biomethane.

Green hydrogen

Promote the production and the use of green hydrogen as an alternative to fossil fuels. The target is to
produce 10 millions of tons of green hydrogen by 2030 and import additional 10 tons.

Energy efficiency

Increase the EU binding target for energy savings by 2030 from 11.7% to 13%. This includes measures to
improve buildings energy efficiency and promote the use of low-energy consumption technologies.

On March 28, 2023, the EU Council has formally adopted the first part of the “Fit for 55"
package, that envisages regulations on CO, emissions for cars and vans, a regulation on effort
sharing, a regulation on land use and forestry, and a decision on market stabilizing reserve. The
main measures include.:

Regulation on effort sharing

This regulation establishes national binding targets for the reduction of the emissions in sectors not

Regulations on CO2 emissions for cars and vans
By 2035, all the new cars and vans registered in the EU will have to be zero emissions.
I covered by the EU ETS, such as road transport, construction, agriculture and waste.

Regulation on Land Use, Land Use Change and Forestry (LULUCF)

This regulation aims at reducing the emissions and increase the carbon absorption in land use and
forestry sectors.

Decision on the market stability reserve

This decision envisages the revision of the market stability reserve to ensure stability for the carbon
price and incentivize investments in the green transition.

In addition, due to the greater ambitions on renewables and energy efficiency in the
REPowerEU plan, the target of reducing the net emissions of greenhouse gases of at least 55%
with respect to the 1990 level, planned in the “Fit for 55", has been raised up to 57%.

On April 25, 2023, the EU Council has adopted other key legislative acts toward the climate
objective for 2030, among which the revision of the EU ETS, the CBAM and a new Social Climate
Found.
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Revision of the EU Emission Trading System (EU ETS)

The revision envisages the extension of the emissions trading system to new sectors such as maritime
transport and the introduction of a new autonomous emissions trading system for buildings, road
transport and fuels for other sectors. This system aims at incentivizing the reduction of the emissions
through a makret mechanism that assignes a price to carbon.

Carbon border adjustment mechanism (CBAM)

The CBAM is desgined to impose a price on the carbon emissions for the products imported in the EU.
Thus, the CBAM ensures that the imported products are subjected to the same environmental
standards as the EU products, thus promoting a fair competition and incentivizing the sustainable
production at global level.

Social Climate Fund

This Fund is meant to support citizens and small enterprises more vulnerable in the green transition.
The Fund, amounting to EUR 65 billion from the EU budget and more than EUR 86 billion in total, will
finance climate and energy projects, thus contributing to a just and fair energy transition.

In 2024 the EU has continued to work to achieve its energy and climate targets. On April 12,
2024, the Council has adopted rules to improve the energy efficiency of buildings (EPBD
Directive), with the aim to have only zero emissions buildings by 2050. The main measures
include:

Regulation for zero-emissions buildings

All the new buildings will have to be zero-emissions by 2030, while the existing buildings will have to
become zero-emissions by 2050.

Improvement of energy performance

The new regulations envisage the adoption of more stringent standards for buildings energy
performance, thus incentivizing the use of low-energy consumption materials and technologies.

Promotion of renewable energy in buildings

The new regulations establish a target of at least 49% of renewable energy for buildings by 2030.

On May 27, 2024, the Council has approved the Net-Zero Industry Act, that envisages
technologies like solar photovoltaic and solar thermal technologies, wind turbines, heat pumps,
batteries, hydrogen and technologies of capture and storage (CCS). The main measures
include:

Promotion of zero-emissions technologies

The regulation aims at incentivize the adoption of net-zero emissions technologies in several industrial
sectors, promoting innovation and competition for the EU industry.

Support to renewable energies

The regulation envisages measures to increase the share of renewables in the EU energy mix, with the
target to reach 45% of renewables by 2030. This includes the installation of new capacity of solar and
wind energy, and the adoption of advanced technologies like green hydrogen.

Industry decarbonization

The regulation includes measures for industry decarbonization, such as the adoption of carbon capture
and storage (CCS) technologies and the electrification of industrial processes.

The main objectives to achieve by 2030 in the different sectors are the following ones.



RSE/ e

Ricerca
Sistema
Energetico

2024-
PNIEC

The next
challenges
to
overcome

rsearch Pag. 617

H Buildings i Industry

49% share of renewable energies mmm| +1,6% annual of use of renewable energies
0 o Hydrogen in industry Heating and cooling

SIS . 42% should be produced by renewable +0.8% annual of use of renewable

O O fuels of non-biological origin (60% by 2035) energies until 2026

+1.1%0 annualuntil 2030

renewable sources with an integration of

Transports 4{ Energy production
-14.5% of emissions intensity or a share %J‘[ Target of 425% of production with
2.5%
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At the end of June 2024, Italy has sent to the European Commission the update of National
Climate and Energy Plan (NECP), respecting the deadline provided by the EU governance.
Please refer to a subsequent APE issue for more the details on the new Italian NECP (i.e., the
PNIEC, Piano Nazionale Integrato per I'Energia e il Clima).

The EU has made remarkable progresses in its energy policy, with the aim to ensure a
sustainable future for all its citizens. Throughout initiatives like the European Green Deal, the
European Climate Law, the “Fit for 55, the EU has demonstrated its effort in reducing
greenhouse gases emissions, promoting renewables and improve energy efficiency. These
pledges are crucial to face the global climate challenges and ensure a prosperous and
sustainable future for Europe.

Yet, the pathway towards neutrality is not without challenges and obstacles and these points
summarize some of them that the EU will have to face in order to ensure a sustainable and
secure energy transition:

Despite the efforts to diversify the energy resources, the EU still imports around 60% of its
energy. This dependence expose Europe to geopolitical and supply risks, as demonstrated from
the energy crisis due to the Russian invasion of Ukraine.

The energy crisis has shown the difficulties for the EU in reaching a real strategic autonomy in the
energy field. The need to import raw materials for renewable technologies, like lithium and
cobalt, creates new dependences.

The green policies, if not properly regulated, can increase costs for consumers and enterprises.
For instance, without proper regulations to promote electric vehicles, the price of carbon should
be higher, resulting in additional costs to compensate the vulnerable areas and families.

Connectivity of cross-border energy networks has improved, but the risk of lack of cooperation

between Member States in case of supply structural crisis remains.

Investments in alternative fossil fuels and price caps on energy prices, even if necessary in the
short-term, risk to dilute incentives for green transition.
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