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INTRODUCTION
About 100 participants from EU Member States, the European
Commission, the European Parliament and from the coal
industry took part in the Commission’s and EURACOAL’s
4th Coal Dialogue on 29th January 2008 in Brussels. The
event was chaired by Heinz Hilbrecht, Director, Security of
Supply and Energy Markets within DG Energy and Transport
and EURACOAL’s Vice President, Petr Pudil.
In his introduction, Heinz Hilbrecht referred to the “Climate
Action Package” the Commission adopted on 23rd January
2008, including inter alia the legislative proposals on the
EU Emissions Trading Scheme after 2012, the Directive
on the Geological Storage of CO2 and the Directive on the
Member States’ Shares of Renewable Energies. In these
proposals, the contribution of coal to security of energy
supply in Europe is acknowledged, particularly with a view
to deployment of Carbon Capture and Storage in demonstration projects in the next decade and further deployment
after 2020.
Ioannis Galanis, Deputy Head of Unit, Coal and Oil, gave
an overview on the current Commission initiatives with
impact on coal utilisation. In addition to the Emissions
Trading Scheme and the Directive on Geological Storage of
CO2, he referred to the Communication on Supporting early
demonstration of Carbon Capture and Storage (CCS) the
Commission also adopted on 23rd January 2008.
In the Communication, the Commission has acknowledged
the huge costs for R&D on CCS and particularly for demonstration; those costs are estimated to reach between e 10
and 20 billion. However, the potential benefits are assumed
to be much larger; this would include the opportunity to
cover 20 to 28 % of the achievable global CO2 emission
reductions by 2050 according to the International Energy
Agency. CCS also provides an opportunity to manage
future CO2 emissions of dynamically developing coal users
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like China and India. The Commission hopes to overcome the legislative hurdles by the proposed
Directive on Geological Storage of CO2. It is suggested to overcome economical and technical
obstacles also with the help of an European industry initiative directed to CCS. This would include
a project network in the form of a joint platform for individual projects as well as additional instruments mentioned in the November 2007 proposal for a Strategic Energy Technology Plan. In
order to finance the early demonstration of carbon capture plants and CO2 transport systems, the
Commission asks for clear, early and precise commitments by individual players on large-scale
demonstration as well as Member States’ involvement because EU level financing is only available
to a relatively small extent.
Also on behalf of the European Commission, Johannes Enzmann, DG Environment, reported on the
Revision of the EU Emissions Trading Scheme. DG Environment assumes that the sectors falling
under the scope of the ETS will be able to take an over-proportional share of CO2 emission reductions. The EU has to emit 14 % less in 2020 compared with 2005; the Emissions Trading sector
is asked to reduce emissions by 21 %.
Mr. Enzmann emphasised that major objectives of the system review would be to come to a
cost-effective contribution of the 20 % GHG target for 2020 and to establish a clear, long-term
carbon price. He stated that in order to reach this objective, a single EU-wide cap would be
needed as well as a linear decrease of the cap by 1.74 %. With the exception of free allocation to
industries particularly vulnerable to international competition, the basic principle for allocation
would be auctioning of certificates by Member States. 20 % of auction revenues should be
ear-marked for combating climate change, promoting renewable energies and addressing social
impacts.
The question how Emissions Trading could in the future be a driver for modernisation was discussed
by Petr Pudil, Vice President of EURACOAL. He emphasised that in the decades to come, coal can
make a major contribution, not only to the EU’s security of supply and competitiveness, but also to
the binding EU target of 20 % by 2020 concerning the EU greenhouse gas emissions.
Mr. Pudil reminded participants that coal has been the fastest growing fuel globally since the year
2000. With 39 %, coal is also the N° 1 fuel for global power generation. Concerning the EU,
the average of 28 % of electricity production based on coal hides large discrepancies between
the situations in different Member States. The challenges coal has to face, i.e. higher CO2 emissions compared to natural gas, have to be tackled with continuous modernisation, Best Available
Techniques, capture readiness for new plants as well as the development and -after 2020- deployment of Carbon Capture and Storage.
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According to EURACOAL, an Emissions Trading Scheme also has to secure energy supply, ensure
fair burden-sharing between Member States and encourage modernisation and investments in Best
Available Technologies. Mr. Pudil presented case studies on the impact of fuel-specific benchmarks
and load factors that can be determined statistically for different sectors and / or specific types of
installations. It was shown that a system based on benchmarks with free allocation can effectively
support investments in efficiency.
Friedrich Seefeldt of Prognos AG reported on the Study “The Future Role of Coal in Europe” conducted in cooperation with EURACOAL, a number of coal producers, power producers and in cooperation
with power plant producers as well as a number of institutes. He stated that the highly competitive
hard coal and lignite in liberalised power markets will remain competitive at CO2 prices around e 15 / t
even with moderate gas prices. High gas prices will lead to significant shares of coal in power generation, even at relatively high CO2 prices of around e 30 / t. He assumed Carbon Capture and Storage
to become economically feasible at CO2 prices of around e 30 / t.
The panel discussion is summarised at the end of this booklet.
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2007 Spring European Council

»
»
»
»

target of 20 % cut in greenhouse gas emission by 2020
target of 20 % renewable energy in energy consumption by 2020
enabling low-CO2 power generation from fossil fuels by 2020
up to 12 CCS demonstration plants in operation by 2015

Summer - Autumn 2007

»

Evaluation and Impact Assessment period

November 2007: Strategic Energy Technology Plan

»
»
»

R&D efforts to focus on low carbon technologies
CCS one of strategic technologies:
Large-scale CCS demos next priority

23 January 2008: Commission adopts a set of proposals on
environment and energy: the “January 2008 Package”.

CCS COMMUNICATION |

23/01/2008

Commission initiatives with direct
impact on coal utilisation

Environment + Energy Package of Jan 2008
The Commission documents

.
.
.
.

A ‘Chapeau” Communication:
20 20 by 2020 – Europe’s climate change opportunity
Legislative proposals (proposals for directives):

»
»
»

The Renewable Energy Directive on MS shares
The ETS Directive for the post 2012 period
The CCS Directive on the geological storage of CO2

Communications to Council and EP:

»
»

The CCS Communication on early demonstration
A Communication assessing MS en. Efficiency plans

New Guidelines on State Aid to Environment
Protection
CCS COMMUNICATION |

The ETS Directive for the 2013 – 2020 period:

»
»
»

ETS is the market based instrument for low carbon
CCS will be fully integrated in the ETS
Safely stored CO2 will be considered as not emitted

The CCS Directive:

»
»
»

Only geological storage will be acceptable
Safety conditions and rules are established
CCS will become a properly regulated activity

The CCS Communication:

»
»

CCS technologies will be needed by 2020
CCS demonstration is to be promoted now
CCS COMMUNICATION |
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CCS Directive + CCS Communication
Questions and Answers (2)

..
..
..

1. What is carbon capture and storage?
2. How does geological storage work?
3. Why the need for CCS?
4. Is CCS technically mature?
5. How much will CCS cost?
6. When will widespread deployment happen?

For the full text of Questions and Answers:
http://ec.europa.eu/environment/climat/ccs/eccp1_en.htm
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CCS Directive + CCS Communication:
Questions and Answers (1)

CCS COMMUNICATION |
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..
..
.
.

7. Who will bear the cost?
8. Will CCS be made mandatory?
9. How will CCS be treated under the ETS?
10. How much will CCS contribute to reducing
CO2 emissions in the EU
11. What type of sites will be selected and
how?
12. Will storage be allowed outside of the EU?

CCS COMMUNICATION |
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CCS Directive – CCS Communication :
Questions and Answers (3)

Costs and benefits of CCS

.
.
.

.
.

13. What is the risk of leakage?
What will happen if a site leaks CO2?

14. Who will be responsible for inspecting
CO2 storage sites?

»

.

15. How is the responsibility for the site
ensured in the long term?

CCS COMMUNICATION |

.
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Focus on non-legislative issues
Demonstration in power generation is next milestone
Outlines initiatives to stimulate early large-scale CCS
demonstration projects:

CCS Directive: a comprehensive regulatory framework
• To ensure public confidence in CCS installations
• To provide legal certainty to operators
International regimes accepting CCS

Economics
General and industry awareness
Public acceptance

CCS COMMUNICATION |

an EU structure to support CCS demonstration projects

»

catalyzing the finance for CCS

»

preparing infrastructure needed for wide-scale deployment

• industry commitment
• Member States’ involvement
• EU-level financing

CCS COMMUNICATION |
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CCS Communication
The « project network »

An EU structure to support CCS demonstration
In the SET-Plan, the Commission proposes to establish
European Industry Initiatives (EII) in technologies needed for
a decarbonized energy supply
In the CCS Communication, the Commission proposes:

»

Launching an European Industry Initiative on CCS

»

At this stage, through the launching a support action under
FP7 to establish a « project network »

Scope of the « project network »
» A joint platform for individual projects in early, large-scale
demos in power plants
» For close inter-action with ZEP TP on projects
Value to be generated through European approach:

The European industry Initiative can develop further,
depending on the support received, also into a financialsupport tool

CCS COMMUNICATION |
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.

Non-legislative hurdles

»
»
»

Policy goal = CCS commercially feasible by 2020:
» CCS in retrofits and newbuild thereafter
» capture-readiness in the meantime

CCS Communication
Key Points

Legislative hurdles

»

»

by 2050 (IEA)
solution for both power generation and energy intensive
industries
for managing future CO2 emissions of dynamically
developing coal users (China, etc.)
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Overcoming obstacles

»

Costs:
» R&D (€1bn) and demonstration (€10-20bn) to reduce costs
» further investment to roll out CCS on a wide-scale
Benefits:
» 20-28% of the achievable global CO2 emission reductions

»
»
»

Visibility and marketable identity (European logo) of
project
Mechanism for sharing information, knowhow/experience exchange
Common actions: general public, third countries
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CCS Communication
Early start of CO2 infrastructure

CCS Communication
Catalyzing the finance for CCS

.
.

.
.

Economics of early demonstration
• substantial capital requirements
• increased operating costs

Sources of financing

»

Industrial commitments

»

Member States’ involvement

»

EU-level financing

• ETP-ZEP: a vital initiative with commitments to the issue
• still needed: clear, early and decisive commitments by individual
players to concrete large-scale demonstration

.

• MS-level crucial given budgetary reality and size of challenge
• Commission guidelines facilitate state aid to CCS
• ETS revenues + structural policies hinted as suitable
• limited availability for the time being

-

.
.

European dimension of CO2 network

»

revision of TEN-Energy guidelines to include
CO2 infrastructure
CCS COMMUNICATION |
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CCS: a priority of strategic importance

Commission / Council / EP
Adoption / implementation of:

CCS can be commercially viable by 2020, subject to:
Early effective demonstration
Timely and bold industry and public investment
Market-based stimuli to avoid CO2 emissions

Early demonstrations
Will require major financial commitments
» decisive commitments from industry
» to trigger public contribution (national schemes by MS)

Continued R&D
15

Commission Initiatives on CCS

For more information

http://ec.europa.eu/environment/climat/ccs/eccp1_en.htm
http://ec.europa.eu/energy/climate_actions/index_en.htm

Thank You.

CCS COMMUNICATION |
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storage of CO2
transport infrastructure for CO2
linking emission sources to CO2 sinks

Commission Initiatives on CCS
Next Steps (2008-2009)

CCS COMMUNICATION |

.
.

»
»
»
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Commission Initiatives on CCS
Conclusions

»
»
»

New infrastructures will be built

FP7 + EU structural funds
EU financial institutions for specialized cases
Communication on financing low-carbon technologies – end 2008
CCS COMMUNICATION |

.

Need to prepare wide-scale deployment of CCS

17

C O M MISSION INITIATIVES WITH IMPACT ON COAL UTILISATION

»
»
»
»
»

CCS Directive
CCS in ETS
Revised Community guidelines on state aid
for environmental protection
European Industrial Initiative on CCS
Revision of TEN-E guidelines

CCS COMMUNICATION |
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Emissions Trading
As A Driver For
Modernisation

Petr PUDIL
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Overview

1. Coal in the energy mix – global and EU levels
2. Power perspectives till 2030

EMISSIONS TRADING
AS A DRIVER FOR MODERNISATION

4th Coal Dialogue
Brussels – 29th January 2008

3. Initial situation and demands on the EU ETS
4. How Emissions Trading can best drive modernisation – case
studies on a benchmark system

Petr Pudil
Vice President

4th Coal Dialogue,
Brussels 29th January 2008, Figure 2

Coal - Global consumption 2000 – 2006: + 31 %
No 1 fuel for global power generation: 39 %

World energy consumption* by source of energy
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Source: BP Statistical Review of World Energy – June 2007
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Alternative
Policy Scenario

Reference
Scenario

G
W
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Ren/Hydro
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Nuclear
Coal

11429

11429

13%

13%

21%

31%
5%

2005
2004
Source: IEA World Energy Outlook 2007

5%
26%

28%

2030

2005
Europe

2006

America

Different structures of power generation in the EU
influenced by energy policy decisions and resources
available
After oil crises, development of coal and nuclear power worldwide
and in the EU, aiming to limit supply and prices risks.
90 % of power generation in the EU is based on coal (28 %), nuclear
(30 %), large hydro (11 %) and gas (20 %).

26%
35%

6%

7%
23%

25%

23%

2004
2005

2030

The average values hide discrepancies: share of coal in power
generation > 1/3 in PL, CZ, D, GR, BUL, ROM, UK.
The EU respects the decisions of Member States concerning their
energy mix and their sovereignty concerning primary energy sources.
Diverse shares of primary energy in the electricity sector are a strength.

4th Coal Dialogue,

4th Coal Dialogue,

Brussels 29th January 2008, Figure 5

Brussels 29th January 2008, Figure 6
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2004
Russia

21%

32%

35%

6%
25%
25%

22%

2003
Africa/Near East

decides, coal is an indispensable source of energy.

4th Coal Dialogue,

Brussels 29th January 2008, Figure 3

Coal will remain a major component
of the energy mix

2002

Source: BP, Statistical Review of World Energy, June 2007
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Power market – Perspectives 2020/2030

Replacing capacity

Power demand EU-27 - 2005 approx. 3.444 TWh + 1,2 %/a *
- 2020 approx. 4.119 TWh
- 2030 approx. 4.641 TWh
Nuclear till 2020 more or less constant (30 %), downward trend,
e.g. nuclear power phase-out in Germany.
Renewables: their share will increase, may cover 50 to 100 % of additional
demand.
Coal and gas have to cover approximately 50 % of demand in 2020.
Market shares of coal/gas are determined by the relation of fuel prices and
CO2 cost.
* Source: FRC results 2005-2030, Prognos 07

Conclusion: Only if coal remains in business, markets remain liquid
and the supply secure.

4th Coal Dialogue,

4th Coal Dialogue,

Brussels 29th January 2008, Figure 7

Brussels 29th January 2008, Figure 8

Source: Prognos FRC 2007

Summary Parts 1 and 2

Initial Situation for future EU ETS

1. Coal is the fastest growing fuel in the world.

1. Europe produces < 15 % of global CO2 emissions – about 10 % in
2030.

2. Coal will be needed for decades also in Europe – no technology
lock-in to be afraid of.
3. In the medium-term, climate protection to be tackled with
continuous modernisation, BAT, capture readiness for new plnats
as well as development and – after 2020 – step-by-step
deployment of CCS.
4. A lot of coal power plants to be replaced within the next years in
order to avoid power shortages.
5. Diverse shares of primary energy sources in EU Member States
are a strength.

2. The aimed at – 20 % reduction of GHG for EU 27 by 2020 is an
objective limited in time and content (GHG Emissions EU 27: 1990
– 100, 2005 – 92,8, 2020 – 80, i. e. ≤ - 1 % p.a.).
3. Dealing with Emissions Trading is a learning process that has not
yet been completed. So far, the EU stands alone. Coal will be
used throughout the world, whatever EU 27 decides.
4. If long-term objective for CO2 are needed, how can we best reach
them? Is the EU ETS an example for other regions and worth
imitating?

4th Coal Dialogue,

4th Coal Dialogue,

Brussels 29th January 2008, Figure 9

Brussels 29th January 2008, Figure 10

Demands made on EU ETS
Contribute appropriately to the GHG objective of a 20% - 30%
reduction by 2020 (compared with 1990).
Europe’s competitiveness – energy is already expensive.
Security of energy supply – do not direct demand at scarce
sources.
Fair burden sharing of Member States, GHGs and industrial
sectors – require comparable efforts from everybody.
Member States’ right to determine their energy mix.
Make the EU’s system become a blueprint for third countries’ ETS.
Encourage modernisation and investment in BAT.
4th Coal Dialogue,
Brussels 29th January 2008, Figure 11
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PANEL DISCUSSION
In the Panel Discussion, Adam Gierek, Member of the
European Parliament, stressed the importance of security
of energy supply. Europe should not be dependent of only
very few major energy suppliers. It should also make sure
that energy was available at affordable and predictable
prices. The EU and its Member States should be aware that
both the shortage of energy and high prices have a social
dimension. Therefore, a competitive EU coal and lignite
industry was needed also in the future. Mr. Gierek referred
to the work of the UNFCCC and emphasised that for the time
being he sees no evidence in dangerous climate change.
Currently, climate change worries would be over-stressed.
Christian Ehler, Member of the European Parliament,
referred to Carbon Capture and Storage (CCS) as well as
to the Commission’s Draft Directive to enable CO2 storage. He underlined the significance of CCS for fossil fuels
use in Europe and welcomed the objective to demonstrate
the technology in the second half of the next decade. He
stressed that the Commission had based its Draft Directive
only on Article 175 of the European treaty (Environment).
For the European Parliament to have dealt with the dossier
quickly, it would have been useful to also base the Draft on
the Internal Market in order to enable immediate consultation of all EP Committees.
Christian Ehler also criticised the distribution of funds in the
7th RTD Framework Programme. For CCS, there would not
be enough EU funding compared to other energy-related
subjects. He invited the Commission to correct the focus in
its 7th RTD Framework mid-term review.
Concerning the power plant replacements to take place until
Carbon Capture and Storage will probably be available on
the market after 2020, Mr Ehler welcomed the proposal to
build new plants capture-ready. However, this term must be
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understood in a way that it will not be an obstacle for the construction of coal-fired plants on the
basis of Best Available Techniques.
Among others, Messrs. Yaxley, Hartung, Milojcic, Enzmann, Linkohr and Galanis took part in
the following discussion. During Questions and Answers, they particularly addressed the following
aspects:
•C
 limate Protection must be seen in a global context. Europe should adopt an ET System
as from 2013 that most other major fossil fuel users can accept.
• The EU ETS must positively influence investments. In this respect, risks have to be minimised. Industry representatives emphasised that the system should be developed step-bystep. Security of supply should not be weakened by items like a simple fuel switch from
coal to gas.
• A benchmarking system is not only introduced by the coal industry; electricity consumers’
associations favour it as well because it will have significantly less influence on electricity
prices. DG Environment stressed that with auctioning, Member States would receive revenue from Emissions Trading.
• The design of the EU ETS as from 2013 should be further discussed in the Fossil Fuels
Forum Working Groups.
• For CCS, realistic time frames have to be set. The legal framework should be adopted as
soon as possible, also the 10 – 12 demonstrations plants should be operational by 2015.
Transport networks may be needed soon after that; the North Sea being a probable major
storage region.
Heinz Hilbrecht and Petr Pudil thanked the speakers for their participation and their knowledgeable contributions. They stressed that open and frank discussions on coal-related issues between
all European institutions and stakeholders are a basis for sustainable solutions in order to reach a
reliable contribution of coal to European energy challenges.
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