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Foreword

Introductory message by the Director-General

2019 was an important year for DG Energy. We moved from the
negotiations to the implementation of the Clean Energy for All
Europeans Package, thereby contributing to the completion of the
Energy Union and setting the foundation for the European Green
Deal.

The Energy Union has now become a fundamental component of the
European Green Deal in which energy will play a crucial role in the
path towards a climate neutral Europe by 2050.

2019 was also the year where Member States submitted their first
ever Integrated National Energy and Climate Plans (NECPs). This
allowed the Commission to assess ambitions towards our common 2030 energy and
climate targets and the plans of Member States on how to reach the targets.

DG Energy continued its important work in all fields of energy policy, reinforcing energy
security, strengthening the principle of ‘energy efficiency first’, supporting Europe to be a
world number one in renewables, while contributing to a fully functioning internal market.
DG Energy worked to ensure a fair deal for European consumers and address the societal
issues arising from the clean energy transition.

This Annual Activity Report (AAR) provides a detailed outline of our achievements in
2019 relative to the objectives set in DG Energy's Strategic Plan 2016-2020 and Annual
Management Plan 2019. While part 1 sets out our main policy achievements in the past
year, part 2 provides insights on how we reached these and provides information about
the management of the allocated resources as well as the internal organisation of the
Directorate-General.

For more information on the activities of DG Energy, please visit our website:

https://ec.europa.eu/energy/

I wish you an interesting reading on how energy policy contributes to the European
Green Deal, energy security and a just transition.

Ditte Juul Jgrgensen

Director-General of DG Energy
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THE DG IN BRIEF

Under the political guidance of Commissioner Kadri
Simson, the Directorate-General for Energy
(hereafter ‘DG ENER’ or ‘the DG’) is responsible for
developing and implementing the European energy
policy.

DG ENER is responsible for the energy-related
aspects of the Energy Union, which constitutes a
solid foundation for the European Green Deal, by
providing a balance between sustainability, security
of supply and affordability and ensuring political
acceptance across the Union. The aim is to ensure
that the energy sector delivers for all citizens and all
regions. DG ENER proposes, implements and reviews
legislation and initiatives under the Energy Union,
focusing on its five key dimensions:

Commissioner for Energy Kadri
Simson and Commission President
Ursula von der Leyen.

Energy security, built on solidarity and trust between EU countries
A fully functional internal energy market

Energy efficiency as a contribution to moderation of energy demand
Decarbonisation of the economy, including renewable energy
Research, innovation and competitiveness

The DG promotes secure, sustainable, competitive and affordable energy for all EU
citizens. It does so by creating the conditions for an integrated energy market which
works for citizens, by ensuring energy efficiency first and making the EU a world leader in
renewable energy sources. Its policies contribute to the decarbonisation of the European
economy and help the EU to meet its ambitious 2020, 2030 and 2050 energy and climate
targets in view of achieving climate neutrality by 2050.

Among its other tasks, the DG proposes legislation and ensures implementation of the EU
legislative framework for the safe use of nuclear energy, ensures the application of the
Euratom Treaty, and supports the secure and peaceful use of non-power applications
using nuclear material. Finally, the DG contributes to the development of nuclear fusion
energy technologies through the ITER project.

In 2019, the DG ensured good and sustained progress in achieving the specific objectives
set out in its Strategic Plan 2016-2020 which are in line with the Energy Union. With the
adoption of the "Clean Energy for all Europeans package”, the DG has contributed to
building the most important legislative framework in the field of energy in the history of
Europe. The DG achievements covers all five dimensions of the Energy Union as well as
the BREXIT preparedness activities and legislation.

The main spending programmes in 2019 that supported the work of the DG ENER were:

The ITER project and ITER-related activities, a cutting-edge fusion research device
being built jointly by seven global partners, accounted for more than half of DG
ENER's spending in 2019 (67.63% of total spending, or €569.254 million).

The ‘Nuclear Decommissioning programmes’ for nuclear power plants in Bohunice
(Slovakia), Ignalina (Lithuania) and Kozloduy (Bulgaria), accounting for 18.67% of
DG ENER's spending.

The ‘European Energy Programme for Recovery’ (EEPR), accounting for around
4.10% of DG ENER's spending. EEPR was established in 2009 to address both
Europe's economic crisis and European energy policy objectives.
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Research programmes (Intelligent Energy - Europe Programme, 7th Framework
Programmes for Research and Technological Development and Horizon 2020),
accounting for 1.42% of DG ENER's spending.

Programme support actions under the Connecting Europe Facility (CEF) amount to
0.30% of DG ENER’s CEF spending. These actions support the effective
implementation of TEN-E to meet its policy objectives.DG ENER also devotes 0.01 %
of its budget to Euratom related tasks such as Nuclear safeguards.

The European Fund for Strategic Investments (EFSI) 2015-2020 finances strategic
energy infrastructure, energy efficiency, and renewable energy projects. As of 31
December 2019, a substantial number of EFSI projects have been approved, for a total
investment of EUR 272.8 billion, of which EUR 79.6 billion directly targeting the energy
sector. The energy sector ranks second in EFSI infrastructure financing, where it
accounts for around 29% of EFSI operations.

DG ENER has 655 staff, including external staff (contract agents and SNEs). Three
Directorates (A, B and C), accounting for half of the staff, are based in Brussels: they
deal with energy policy coordination and related statistical and economic analysis,
international relations, inter-institutional and communication aspects, internal energy
market and infrastructure, renewables, research and innovation, and energy efficiency.
The other two Directorates (D and E) are based in Luxembourg (with the exception of
the ITER Unit, which is part of Directorate D but based in Brussels) and cover nuclear
safety, spent fuel and radioactive waste, decommissioning, radiation protection and ITER
as well as nuclear safeguards.

The work of DG ENER is supported by the ‘Shared Resources Directorate’ (SRD), shared
with and technically assigned to DG MOVE, which has 90 staff in 2019 in Brussels,
dealing with financial resources (including budget), operational finances and project
financing, informatics and logistics, assurance and supervision and with document
management/archiving.

All this work is supported by the two Executive Agencies for Innovation and Networks
(INEA) and for Small and Medium-sized Enterprises (EASME); by the Euratom Supply
Agency (ESA); by the regulatory Agency for the Cooperation of Energy Regulators
(ACER); and the Fusion for Energy (F4E) Joint Undertaking.
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EXECUTIVE SUMMARY

The Annual Activity Report is a management report of the Director-General of DG ENER
to the College of Commissioners. Annual Activity Reports are the main instrument of
management accountability within the Commission and constitute the basis on which the
College takes political responsibility for the decisions it takes as well as for the
coordinating, executive and management functions it exercises, as laid down in the
Treaties®.

a) Key results and progress towards the achievement of
the Commission’s general objectives and DG's specific
objectives (executive summary of section 1)

In summary, 2019 was an intense European Commission B8 & @EU_Commission - May 22, 2019 S
and important year for the delivery of ™= Our clean energy for all Europeans package is now completed!
the Energy Union. It a” Started in The } EUCo ‘1 formally adopted the remaining elements of the
#Clear yEU package we presented in 2016.
2016, notably with the adoption of ‘ A
the Clean Energy for A" Europeans \(AVf)rr;aieT!aiefh‘e"ry‘r(l,‘ Inion a reality, for the benefit of all Europeans.
Package - the largest package of -
legislative proposals regarding energy W “VAVZ;

Clean energy for all Europeans

Ly
AvA

policy ever presented by the
Commission. This culminated in 2018
with the entry into force of Energy
Performance in Buildings
Directive, Energy Efficiency
Directive, Renewables Directive
and the Governance Regulation. In 2019, the legislative work was completed with the
entry into force of the remaining legislative files (i.e. Electricity Risk Preparedness
Regulation, Electricity Regulation and Directive, Agency for Co-operation of
Energy Regulators (ACER) Regulation) and the focus of DG ENER was on the
implementation of the new legal provisions. This great achievement would not have been
possible without the strong commitment and dedication of the DG staff.

The actions conducted by DG ENER in 2019 contributed to concluding the ambitious
energy reforms set in 2015 by the Energy Union across all its five dimensions. In
particular, new legislation was introduced in the areas of energy security, solidarity and
trust; a fully integrated European energy market; energy efficiency contributing to
moderation of demand and decarbonisation of the economy (including promotion of
renewable energy). The DG delivered on President Juncker’'s priority to build a
resilient Energy Union with a forward-looking climate change policy and
contributed to setting the foundations of a successful European Green Deal under the
Von der Leyen Commission. At the same time, DG ENER contributed to delivering on
the objective of ensuring proper enforcement of the existing energy acquis by closely
following and ensuring the implementation of legislation in the EU Member States.

Key achievements 2019 grouped by the six specific objectives of the DG's Strategic Plan:

Concerning specific objective 1: Contribution to security of supply, based on
solidarity and trust, an important milestone was the adoption by the co-legislators of
the Regulation on risk preparedness in the electricity sector (one of the Clean
Energy legislative proposals). The new Regulation focuses on how to secure the resilience
of the electricity system as a whole and how to manage electricity crises when they
occur. It ensures that all Member States put in place the appropriate tools to prevent,
prepare for and mutually assist themselves in case of crisis. It introduces common

1 Article 17(1) of the Treaty on European Union.
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methodologies at European level to identify crisis scenarios and assess short term and
seasonal adequacy. The Commission also adopted a Recommendation on
cybersecurity in energy to provide guidance to the energy sector to increase its
preparedness to possible cyberattacks.

Maros Seféoviclll @ @MarosSefcovic - Dec 31,
My strong appreciation for all the hard work and effort! Building on last

To ensure the security of gas supply, the
Commission reviewed the preventive action

o

week's political deal between #Russia, #Ukraine and the @EU_Commission,

plans and emergency plans of Member the transit contract between respective companies - securing continuous

gas flows to Europe as of 1/1/2020 - is now signed and sealed.

States and analysed their preparedness in
view of possible disruptions from Russia
across Ukraine ahead of the winter
2019/2020. In the international field the
Commission provided support to Ukraine in
its gas sector reform and conducted
trilateral talks at political level with Russia
and Ukraine which led to a new
agreement on principles of gas transit
through Ukraine as of 01.01.2020. With
regard to the Energy Community, the
Contracting Parties and the EU adopted the Network Code on Gas Balancing of
Transmission Networks. The Commission proposal for the draft 2019 Policy Guidelines on
2030 targets and climate neutrality for the Energy Community and its Contracting Parties
was also agreed. The review under Article 34(7) of the Energy Charter Treaty was
completed recommending measures to improve the functioning of the Conference and
the Secretariat. Furthermore, the Energy Charter Contracting Parties agreed to launch
the Energy Charter Treaty modernisation process.

Regarding the work on specific objective 2: Further work towards a well-
functioning and fully integrated internal energy market, including with
interconnectors, 2019 was a major year as the recast Electricity Directive and
Regulation and the recast ACER regulation entered into force. DG ENER also
facilitated the political agreement on an amended Gas Directive and implemented the
new internal electricity market rules. The Commission also adopted the fourth list of
designated Projects of Common Interest (PCIs) in October 2019. Electricity and
smart grids account for more than 70% of the projects, mirroring the increasing role of
renewable electricity in the energy system and the need for network reinforcements
enabling the integration of renewables and more cross-border trade. The PCIs included in
the list will be eligible for support under the CEF programme.

Important progress was made regarding the Clean Energy enabling framework: the ‘*Coal
Regions in Transitions Platform’ is fully operational and assistance to the pilot regions
in preparing transition strategies has started; the Covenant of Mayors passed the 1000
mark in terms of cities committed to 2030 energy and climate targets; the ‘Clean
Energy for EU Islands Initiative’ and the EU Energy Poverty Observatory are fully
operational.

In relation to Specific Objective 3: Promoting the moderation of energy demand,
following the adoption by the co-legislators of the revised Energy Efficiency and
Energy Performance of Buildings Directives, DG ENER issued, in close cooperation
with Member States, recommendations providing guidance on the new energy efficiency
provisions and on how to implement the revised provisions on building renovation and
the decarbonisation of national building stocks by 2050. Important progress was also
made in the area of products: the Commission adopted 14 ecodesign and energy
labelling regulations for 7 product groups after several years of preparation with
stakeholders. An important change in the new ecodesign rules is the inclusion of
elements to further enhance the reparability and recyclability of appliances. Several of
the new measures include requirements on the availability of spare parts and access to
repair and maintenance information for professional repairers.
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As concerns Specific Objective 4: Promoting the decarbonisation of the EU energy
mix and the increase of energy production from low Carbon Energy Sources, in
particular renewables, work in 2019 focused on the implementation of the recast of
the Directive on the promotion of the use of energy from renewable sources
(REDII)?, together with the implementation of other Clean Energy package’s renewable
relevant elements. Another important priority during the year has been the preparatory
work to facilitate the smart integration of the electricity, heating and cooling, transport
and industry sectors in order to speed up the deployment of clean energy across the
economy and deliver climate neutrality cost-effectively.

Relevant progress was also made on promoting regional cooperation on renewables
including within different High Level Groups such as North Seas, the Baltic Energy Market
Interconnection Plan (BEMIP) and Central and South Europe Connectivity (CESEC)
region. EU international cooperation on renewable energy continued to grow in 2019.
This included bilateral dialogues and exchanges with partner countries and discussions
with the Energy Community on 2030 targets and the renewable energy potential for the
CESEC (Central and South Eastern Europe Connectivity) region.

With regards to Specific Objective 5: Tapping the job and growth potential of the
energy sector and further developing energy technologies (Horizon 2020),
including ITER and the safe and secure use of nuclear energy, DG ENER presented
several initiatives in 2018. These include inter alia the adoption of the 2018 energy
prices and costs report, which was presented to various stakeholders and work on the
implementation of the Strategic Energy Technologies Plan, which continued throughout
the year. International cooperation, notably in the context of the Clean Energy
Ministerial, was intensified.

Further, in 2019 DG ENER continued to ensure an effective implementation of the
nuclear safety, management of spent fuel and radioactive waste and radiation
protection legal framework. In particular, DG ENER advanced with its transposition
checks regarding the latest Basic Safety Standards Directive and the revised Nuclear
Safety Directive and also worked, in close collaboration with the Member States’
regulatory authorities within the European Nuclear Regulatory Safety Group (ENSREG),
on the follow-up of the first Topical Peer Review (TPR) on “"Ageing management of
nuclear power plants and research reactors” under the revised Nuclear Safety
Directive. The nuclear decommissioning assistance programmes in Bulgaria,
Lithuania and Slovakia continued to reduce nuclear and radiation risks. The
Commission also presented the Second report on the implementation of the
Directive on the responsible and safe management of spent fuel and radioactive
waste, the Third report on the implementation of the Directive on the
supervision and control of shipments of radioactive waste and spent fuel, and
the Euratom Report on the implementation of the Convention on Nuclear Safety
(CNS). DG ENER coordinated the Euratom contribution to Brexit-related activities in
preparation of the UK’s withdrawal and negotiations with the UK on future relations.

In 2019, good progress was achieved in the construction of the ITER machine in
line with the current schedule towards achieving First Plasma in 2025. Euratom
(represented by DG ENER) took forward preparatory work with Japan for the conclusion
of a Joint Declaration on the continuation of Broader Approach (BA) activities under the
current bilateral agreement, which recognises the successful results and potential
benefits of further cooperation for the ITER Project.

2 Directive (EU) 2018/2001 of the European Parliament and of the Council on the promotion of the use of
energy from renewable sources (recast)
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Concerning Specific Objective 6: @KadriSimson - Dec 11, 2019 v

Implementation and follow-up on

the overall Energy Union strategy, b))

DG ENER was, together DG CLIMA, in {
We owe the Green Deal to our

the lead for the assessment of the : @ planet. It is our duty to use.

draft National Energy and Climate = ’ less energy, spend it more

Plans, which took place during the first L i wisely and generate it from
B greener sources.

half of 2019. Based on this thorough J
assessment including a horizontal '

communication and 28 Staff ‘

Working Documents, the ey e S O
Commission issued S it b [
recommendations to all Member States, as part of the iterative process between the
Commission and Member States designed to submit final plans by end of 2019. Another
important priority for DG ENER was to prepare the Commissioner-designate for the
hearing at the European Parliament and the new Commission mandate by proposing
a number of major initiatives to support the European Green Deal political priority.

In 2019, DG ENER worked in close collaboration with DG CLIMA being actively involved in
the political follow-up and outreach of the long-term energy and climate strategy “A
Clean Planet for All Europeans” >. The Strategy shows how Europe can lead the way
to climate neutrality while ensuring social fairness for a just transition.

With the adoption of all the Clean Energy for All European Package legislation,
DG ENER contributed to accelerating the modernisation of Europe's economy.
The new legislation under the Clean Energy Package will allow European consumers,
workers and business to benefit fully from the energy transition to a low-carbon and
energy efficient economy while ensuring that this transition is achieved in a socially fair
manner.

Challenges and remedial actions

One of the key challenges for DG ENER in 2019 was to ensure an effective
implementation of the Governance regulation, which was published in the Official Journal
on 21 December 2018 with an entry into force three days later. This Regulation
constitutes the first horizontal piece of legislation at EU level covering all energy sectors
and including climate policy. The new legislation fixed a deadline for the Member States
to notify their draft National Energy and Climate Plans (NECPs) by 31 December 2018,
only one week after entry into force, but also a six months deadline for the Commission
to assess the draft NECPs. It was therefore crucial for DG ENER to ensure that Member
States would submit their draft Plans on time in order to guarantee sufficient time for
the EU-wide analysis and assessment as well as to be prepared for the first-ever
assessment of such comprehensive plans. For this reason, DG ENER put several
measures in place both to reinforce the iterative dialogue with the Member States, for
example via the intensification of Technical Working Groups with national
representatives and numerous bilateral contacts, as well as to establish new internal
processes and structure ensuring the timely and in-depth assessment of the draft
NECPs. In those tasks, DG ENER demonstrated to skilfully master and control the
novelties introduced by the Regulation, creating the right preconditions for the
attainment of the EU level energy and climate targets for 2030 as well as the objectives
of the Energy Union.

3 Communication from the Commission to the European Parliament, the Council, the European Economic and
Social Committee, the Committee of the Regions and the European Investment Bank, A Clean Planet for all. A
European strategic long-term vision for a prosperous, modern, competitive and climate neutral economy;
COM(2018) 773 final, 28 November 2018.
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b) Key Performance Indicators (KPIs)

DG ENER has chosen five key performance indicators in its Strategic Plan 2016-2020 to
monitor the policy performance and the DG's most significant achievements over time.

DG ENER's Key Performance Indicators:

Key Performance Indicator Target Latest known results as per Annual

Activity Report
(or milestones)

Most relevant KPI 1 20% by 2020 RES share in 2018: 18% (Eurostat data)*

Renewable energy share
(RES) in gross final EU energy
consumption (%)

(source: Annex 1b of Dir.
2009/28/EC)

25%

20%

20% in 2020
-'

17.5% —_-—' -

”
-~

16.7% 17.0%

16.2%

-—
15%
13.4%
126y 131% b
11.3%
10.6% ’
9.7%
10% gy 91%
5% I I I
0%

2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

14.7% 15.4%

mmmm renewable energy share in gross final energy consumption
= ===anticipated trajectory from national plans

= = Indicative trajectory from the EU Renewable Energy Directive

Most relevant KPI 2 20% by 2020 1 552 Mtoe in 2018

Energy Efficiency Primary energy | In 2018, the primary energy consumption
consumption not | of the Union was only 4.65% above its
Primary energy savings | more than 1 483 | primary energy consumption target of 1
achieved in 2020 measured | Mtoe 483 Mtoe for 2020.

against the baseline (%)
In 2018, the final energy consumption (1
(source: Article 3 of Directive 124 Mtoe) of the Union was 3.5% above
2012/27/EU and NEEAPs 2014)° | Final energy | the final energy consumption target of 1

consumption  not | ggg Mtoe for 2020°.

4 Data for 2017 is still provisional.

5 Baseline is PRIMES 2007 in 2020, which includes policies to be implemented up to 2006 with an oil price of
$61 per barrel and reference year 2005. Calculated as Gross Inland Consumption minus Final Non-Energy Use
Consumption. Source: Eurostat, Commission studies.

6 Data for 2018 is not yet available.
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more than 1 086
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- 1086 Mtoe
1100 | S
1000 T T T T T T T T T T T T T T T 1
2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
—Primary energy consumption —Final energy consumption
Most relevant KPI 3 Convergence of | Latest data 12/2019:
retail electricity
Degree of Energy prices |and gas prices | Relative standard deviation for industrial
convergence in the EU’ both for industry | consumer having a medium level of

and household in | annual electricity consumption (Band IC,
the EU internal | between 500 MWh and 2,000 MWh, prices
energy market. without recoverable taxes and levies):

2012 December 0,3095

2013 December 0,2733

2014 December 0,2839

2015 December 0,2529

2016 December 0,2487

2017 December 0,2505

2018 December 0,2813

2019 December 0,2209

(ENER.A4 estimates for 2019 based on
HICPs)®

Relative standard deviation for industrial
retail natural gas prices for medium level
of annual gas consumption (Band 14,
between 2,778 MWh and 27,880 MWh,
prices without recoverable taxes and
levies):

2012 December 0,1831
2013 December 0,1363
2014 December 0,1294
2015 December 0,1313

7 These indicators represent the ratio of the most and the least expensive EU Member State regarding the retail
electricity and gas prices households and industrial consumers pay (data are given half-yearly, the last
available one represents the first half of 2014). The aim of presenting of this indicator is to provide a metrics
for the convergence of retail electricity and gas prices in the EU internal energy market, decreasing ratios
should result in better convergence.

8 While there is no single reason for the slowdown of electricity price convergence in 2018, wholesale electricity
prices that strongly influence energy supply costs within retail prices also showed larger deviations in this
period, mainly due to a general increase in fuel costs and local events affecting wholesale market prices, which
filter to retail prices as well. Also, price regulation at retail level may partially eliminate the impact on the
wholesale markets and thus result in an increasing divergence between countries where it is applied and where
it is not applied, resulting in an observed higher standard deviation of retail prices.
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2016 December 0,1521

2017 December 0,1662

2018 December 0,1569

2019 December 0,1235

(ENER.A4 estimates for 2019 based on
HICPs)®

Most relevant KPI 4

Security of supply

Member States (MS) having
reached the 10% electricity

interconnection target'®

26 MS by 2020

17 Member States at or above 10%
electricity interconnection target in 2019

Most relevant KPI 5

Residual error rates (EEPR

and FP7)

<2%

RER EEPR 2019: 0.14%
RER FP7 2019: 4.23%

DG ENER retains only a limited exposure

to directly managed FP7 projects. DG
ENER has lifted its reservation due to the
newly introduced the de-minimis rule
(see section 2.1 for details).

(source: DG ENER SRD.1)

The underlying exposure is estimated to
represent 0.08% of DG ENER payments
in 2019.

Evolution of the RER for FP7 and EEPR
3,97%

4,5%
4,0%
3,5%
3,0%
2,5%
2,0%
1,5%

()
L% 0,63% 0,35%
0,5% | gy ’ 0,30%

0,19% I — 0,18% b
0,0% " — - ——M 0,14%

2014 2015 2016 2017 2018 2019

4,23%

3% 3,24%

e=fu=[P7 ==M==EEPR

c) Key conclusions on financial management and internal
control (executive summary of section 2.1)
In accordance with the governance arrangements of the European Commission, (the staff

of) DG ENER conducts its operations in compliance with the applicable laws and
regulations, working in an open and transparent manner and meeting the expected high

° The reasons for the increased standard deviation between 2016 and 2018 are that there were some statistical
outlies with unusually high or low prices reported for these years that lead to an increase in the standard
deviation.

10 The European Council of October 2014 called for all Member States to achieve interconnection of at least
10% of their installed electricity production capacity by 2020. This means that each Member State should have
in place electricity cables that allow at least 10% of the electricity that is produced by their power plants to be
transported across its borders to its neighbouring countries.

ener_aar_2019_final Page 12 of 53



level of professional and ethical standards.

To ensure the achievement of policy and management objectives, the Commission has
adopted a set of internal control principles, based on international good practice. The
financial regulation requires that the organisational structure and the internal control
systems used to implement the budget be set up in accordance with these principles. DG
ENER has assessed its internal control systems during the reporting year and has
concluded that it is effective; the components and principles are present and functioning
well overall. Please refer to AAR section 2.1.3 for further details.

In addition, DG ENER has systematically examined the available control results and
indicators, including those for supervising entities to which it has entrusted budget
implementation tasks, as well as the observations and recommendations issued by the
internal auditor and the European Court of Auditors. These elements have been assessed
to determine their impact on management's assurance about the achievement of the
control objectives. Please refer to Section 2.1 for further details.

In conclusion, management has reasonable assurance that, overall, suitable controls are
in place and working as intended; risks are being appropriately monitored and mitigated;
and necessary improvements and reinforcements are being implemented. The Director
General, in his capacity as Authorising Officer by Delegation has signed the Declaration of
Assurance.

d) Provision of information to the Commissioner

In the context of the regular meetings during the year between the DG and the
Commissioner on management matters, the main elements of this report and assurance
declaration, have been brought to the attention of Commissioner Kadri Simson,
responsible for Energy.
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1. KEY RESULTS AND PROGRESS TOWARDS
THE ACHIEVEMENT OF THE COMMISSION’S
GENERAL OBJECTIVES AND DG'S SPECIFIC
OBJECTIVES

£\

\ /

Clean energy for all Europeans

1.1 General Objectives and achievements

The Strategic Plan for DG ENER for the period from 2016-2020'! set out the general
objective for DG ENER to promote a resilient Energy Union with an ambitious climate
policy at its core. The Energy Union itself is composed of five dimensions'? that are
closely interrelated and mutually reinforcing and that were specified in the Energy Union
Framework Strategy.

The Strategic Plan of DG ENER identified the following threefold scope of the Energy
Union. These objectives are also the general objectives for European energy policy:

- Security of Supply: To enhance the conditions for safe and secure energy supply in
a spirit of solidarity between Member States, ensuring a high degree of protection for
European citizens;

- Sustainability: to promote sustainable energy production, transport and
consumption in line with the Europe 2020 strategy's targets and with a view to the
2030 Energy and Climate Framework;

- Competitiveness: To contribute to setting up an energy market providing citizens
and businesses with affordable energy, competitive prices and technologically
advanced energy services.

In line with the Energy Union Framework Strategy!® and to fully reflect its five
dimensions, DG ENER's Strategic Plan for 2016-2020 defined the following six specific
objectives in order to meet all three overall objectives of energy policy:

1) Contributing to security of supply, based on solidarity and trust;

1 Strategic Plan 2016-2020, DG ENER, available at:

http://ec.europa.eu/atwork/synthesis/amp/doc/ener sp 2016-2020 en.pdf

2 These five dimensions are: Energy security, solidarity and trust; a fully integrated European energy market;
energy efficiency contributing to moderation of demand; decarbonising the economy; and research, innovation,
and competitiveness.

13 Communication from the Commission to the European Parliament, the Council, the European Economic and
Social Committee, the Committee of the Regions and the European Investment Bank; A Framework Strategy for
a Resilient Energy Union with a Forward-Looking Climate Change Policy; COM(2015) 80 final; Brussels, 25
February 2015.
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2) Further work towards a well-functioning and fully integrated internal energy
market, including with interconnections;

3) Promoting the moderation of energy demand;

4) Promoting the decarbonisation of the EU energy mix and the increase of energy
production from low Carbon Energy Sources, in particular renewables;

5) Tapping the job and growth potential of the energy sector and further developing
energy technologies (Horizon 2020), including ITER and the safe and secure use
of nuclear energy;

6) Ensure the implementation and follow-up on the overall Energy Union Framework
Strategy.

Overall, 2019 was an intense and important year for the delivery for the Energy Union. It
all started in 2016, notably with the adoption of the Clean Energy for All Europeans
Package— the largest package of legislative proposals regarding energy policy ever
presented by the Commission. This culminated in 2018 with the entry into force of
Energy Performance in Buildings Directive, Energy Efficiency Directive, Renewables
Directive and the Governance Regulation. The remaining legislative files (i.e. Electricity
Risk Preparedness Regulation, Electricity Regulation and Directive, Agency for Co-
operation of Energy Regulators (ACER) Regulation) entered into force in 2019 and the
focus of DG ENER was to start the implementation of the new legal provisions. The latter
included the first ever assessment of the draft National Energy and Climate Plans
(NECPs) and Member States contribution to the EU 2030 targets.

Clean energy for all Europeans package - legislative process

European EU Inter- European Council Official
Commission | institutional | Parliament Adoption Journal
Proposal Megotiations Adaoption P Publication
Energy
Performance in
Buildings
Renewable
Energy

Energy Efficiency

Governance of
the Energy Union

Electricity
Regulation

Electricity
Directive

Risk
Preparedness

ACER
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None of the significant risks for the DG identified in the Annual Management Plan 2019
materialised in the course of 2019.

1.2 Specific Objective 1: Contribution to security of
supply, based on solidarity and trust

As the EU remains vulnerable to external energy shocks and disruption caused by
accidents, disaster or attacks, energy security is one of the five dimensions of the Energy
Union. 2019 was an important year to agree on a new Regulation on Risk Preparedness
in the electricity sector, to take measures on cybersecurity and to implement the new
Regulation on Security of Gas Supply.

An important milestone was the adoption by the co-legislators of the Regulation on
Risk Preparedness in the electricity sector!'?, which aims at ensuring that Member
States work together to prevent and manage electricity crises in a spirit of solidarity and
transparency. The Regulation also introduces common methodologies at European level
to identify crisis scenarios and to assess short term and seasonal adequacy at European
or regional level, which is key to balance the electricity network and avoid shortage. To
implement the regulation, DG ENER prepared a Recommendation on the financial,
technical and legal arrangements in case of mutual assistance between Member States.
DG ENER organised exchange of information between Member States and investigations
of several cross-border incidents that affected the stability and the security of the
continental grid. The exchange took place through the Electricity Coordination Group or
ad-hoc fora with the concerned transmission system operators.

To protect critical infrastructure, DG g EnergydEurope 8 & Ginergyaturope - Aug 9, 2019

ENER adopted a Recommendation on 57 [ispreeionon s eneinons fon e b e e
cybersecurity in energy to provide can be consulted here’ ~ europa.eu/Ivc74Tj #CySectn

guidance to the energy sector to
increase its preparedness to possible
cyberattacks. DG ENER also published a
report of the Smart Grids Task Force -
Expert Group 2 that explored the key
elements of the future network code
envisaged by the new Electricity
Regulation. It focused on cybersecurity
in the electricity sector, provided
support to Member States to implement
the Directive on security of network and
information systems in the energy sector, and organised a series of events to raise
awareness amongst energy operators and Member States about the cyber-risks. DG
ENER also participated in an exercise organised under the auspices of G7 to
simulate cyberattacks against the energy sector.

DG ENER prepared the report on the evaluation of the Offshore Safety Directive in
view of its adoption and its submission to the Parliament and the Council. In parallel, DG
ENER worked with the Oil Coordination Group to implement the recently adopted
Directive on emergency oil stocks and to coordinate measures to mitigate disruption
on the Druzhba pipeline with impacts on the supply of crude oil to several Member States
in May 2019.

4 Proposal for a Regulation of the European Parliament and of the Council on risk-preparedness in the
electricity sector and repealing Directive 2005/89/EC; COM(2016) 862 final, Brussels, 30 November 2016.
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European Commission B8 & @EU_Commission - F

! An integrated gas market is a cornerstone of the on. TO Im plement the Reg u Iation on the
?U“;Zi‘fai‘:'T;Z‘,Z‘Vfi;ZZZLi.i“foLE";J':&:ﬁ'é’lﬁZ'?in‘ﬁ.“;‘(':;5??;2'22“3“ safeguard of gas security of supply, the
market. Commission prepared 20 formal opinions on the
See how #EUdelivers — europa.eu/IFra6UY national preventive and emergency plans that

Member  States notified and launched
infringement procedures for the cases of non-
compliance. The Commission analysed, with the

RULES FOR Gas Coordination Group, the preparedness of
PIPELINES the EU gas system to possible disruptions from
Russia through Ukraine ahead of the winter
2019/2020.
[ ]

Finally, the Commission continued the work to
enhance regional cooperation towards strengthening of the existing cross-border
interconnections, increasing security of energy supply and integration of renewable
energy. To give the future direction for BEMIP high-level group, the revised and updated
Action Plan was finalised. Additionally, an Implementation Roadmap regarding the
synchronisation process of the three Baltic States with the continental European network
was signed in June 2019 as a follow-up to a 2018 Political Roadmap, towards fulfilling the
deadline for synchronisation in 2025. The renewed Work Programme of the North Seas
energy cooperation for the period 2020-2023 was adopted on 4 December 2019 in order
to further support ambitious off-shore wind capacity development in the Northern Seas.
The work of the Commission led to the signing of an interconnection agreement between
Bulgaria and Romania and the marketing of the Trans-Balkan pipeline T1 from the South
to the North within the CESEC process. As a result, the liquidity of the gas market in
South East Europe increased, leading to more affordable and secure gas supplies.

In 2019, DG ENER has continued to develop the international dimension of the Energy
Union insisting notably on the promotion of the clean energy transition whilst reinforcing
diversification of sources, routes, and suppliers, thus enhancing energy security of the
EU.

The Commission pursued its efforts to support Ukraine in its gas reform and unbundling
to ensure an efficient gas transit. The trilateral dialogue with and between Russia and
Ukraine continued and led to an agreement on principles of gas transit through
Ukraine as of 1 January 2020.

Work with international organisations like G20, G7 and IEA focused notably on
addressing energy transitions towards cleaner, more flexible and transparent systems.
Canada hosted in May the 10" Clean Energy Ministerial (CEM) and the 4" Mission
Innovation Initiative (MI).

In 2019, the first EU-US Energy Council High Level Business Forum on LNG and the first
Industrial Forum on Small Modular Reactors (SMR) took place and allowed for a
substantial exchange of views on the opportunities for transatlantic energy cooperatlon
In Asia, the EU’s energy cooperation @ wmaros Sercovicll @ @niarosseiconic - Moy 9 v
with China, India and Japan registered & f=orpiotreio s H?f??*::ﬂ,.,;mf:“fd;;z:i;";“:;;ﬂ‘xs
further progress with the implementation of export to the EU increased by 272%, over one third of US LNG now reaching
the JOint Communication “Connecting Europe. A press point aboard Air Force One' europa.eu/rapid/press-re
Europe and Asia: Building blocks for an
EU Strategy”. In Latin America, the first
Energy Dialogue with Argentina was
held with very positive results. In
November, DG ENER in cooperation with
DG DEVCO supported the operationalisation
of the EU-Africa High Level Platform for
Sustainable Energy Investments in
Africa.
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In the Neighbourhood South, regional energy dialogue gained momentum within the
Union for the Mediterranean framework. While the EU strategic energy partnership
with Algeria has been affected by the political situation, the EU-Egypt relations
continued via a new Memorandum of Understanding on Energy.

In the framework of the Eastern Partnership, energy cooperation continued via the
Eastern Partnership Platform 3, the energy panel and the first Eastern Partnership
Ministerial meeting. In the Caspian and Central Asia region, the Commission
continued to support the development of the Southern Gas Corridor (SGC) and the
Trans-Anatolian gas pipeline (TANAP) was inaugurated in November. With regard to the
Energy Community, during the Permanent High Level Group and 17™ Ministerial
Council, the Contracting Parties and the EU adopted the Network Code on Gas Balancing
of Transmission Networks and agreed the Commission proposal for the draft 2019 Policy
Guidelines on 2030 targets and climate neutrality.

1.3 Specific Objective 2: Further work towards a well-
functioning and fully integrated internal energy
market, including with interconnectors

m Eneroy4Europe M & @Energydturope - Jun 14, 2019 v 2019 was a major year for advancing
G2y The m rules for the EU electricity #MarketDesign, final part of the the importa nt wo rk towa rds a well-
#CleanEnergyEU package, were published in all EU languages today and will functioning and fuIIy integrated

enter into force in 20 days! More info & links EJeuropa.eu/!hF73N) . =
- ‘ internal energy market benefiting EU

citizens and industry. DG ENER
facilitated the political agreement on
an amended Gas Directive'®. The
amendment clarified that the Gas
Directive and Regulation also apply
to interconnectors with third
countries, both as regards
connections crossing sea and land
borders. It ensures a level playing

3 : field in the treatment of gas pipelines
entering the EU and plpellnes on EU territory. DG ENER implemented the new internal
electricity market rules'® and continued to implement existing market and system
operation related rules (network codes). DG ENER also moderated actively several
agreements amongst regulators necessary under the network codes, with a view to
further deepening the internal electricity market. This allowed, inter alia, to expand
short-term electricity trading (so-called “intraday trading”) to 21 EU Member States by
way of an extension of the Single EU Intraday Electricity Platform (“*SIDC”) on 19
November 2019. To protect security of electricity supply, the Commission worked to
draw lessons from the incidents that threatened stability in 2019.

~ An E'U electricity market
o\ that is better connected,
ore market-based and

nore consumer-oriented

This is important in order to deliver a secure, sustainable and cost-effective energy
system across the entire EU and to ensure full and effective integration of the renewable
energy needed to meet the EU's targets and to allow for the secure supply of electricity
and gas.

The Smart Grids Task Force concluded reports in June 2019 with stakeholder’s
recommendations for the network codes on cybersecurity and demand-side
flexibility as well as for the implementing act on interoperability requirements
for data access. In 2019, DG ENER adopted Recommendations for the

!5 Directive (EU) 2019/692 of the European Parliament and of the Council of 17 April 2019 amending Directive
2009/73/EC concerning common rules for the internal market in natural gas.

16 Regulation (EU) 2019/943 of the European Parliament and of the Council on the internal market for electricity
(recast) of 5 June 2019. Directive (EU) 2019/944 of the European Parliament and of the Council on common
rules for the internal market in electricity (recast); COM(2016) 864 final of 14 June 2019
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Implementation of Sector-Specific Rules for Cybersecurity Aspects of Cross-
Border Electricity Flows, on Common Minimum Requirements, Planning,
Monitoring, Reporting and Crisis Management.

= Energy4Europe M & @Energy4Europe - Oct 31, 2019 b The COmm'SS'On adopted the fourth |iSt Of
49 5 pow avaabl n auTESaéi;ut:g'fﬁ Dot g designated Projects of Common Interest
o bt i (PCIs) in October 2019. Electricity and smart

#PCllist #CEFEnergy

grids account for more than 70% of the
projects, mirroring the increasing role of
renewable electricity in the energy system and

The 4t PCI list delivers:

» Decarbonisation the need for network reinforcements enabling
» Affordability - ' the integration of renewables and more cross-
» Security of supply : border trade. The PCIs included in the list will

{ be eligible for support under the CEF
[ #CEFEnergy  #PCiList a v programme.

The Connecting Europe Facility (CEF) provided further financial support for key
energy infrastructure projects in Europe with a total of €799.8 million allocated to
14 Projects of Common Interest (PCIs) in 2019 under the second 2018 CEF call and a
total of €556 million allocated to 8 PCIs under the 2019 CEF call’’. The Innovation and
Networks Executive Agency (INEA) has prepared and signed 21 grant agreements in
2019 and at the end of the year was managing 74 ongoing actions. During 2019, 18 CEF
Energy actions were closed, while ongoing projects received €322.5 million in
disbursements.

Throughout 2019 important and substantial progress was made regarding the Energy
Union enabling framework:

e The Coal Regions in Transition Platform Energy“umpe_ © @Ene...-15/07/19

is designed to assist Member States and = “nergy4Eur sKlaus DxexerBorcha dt
regions in tackling the challenges of  under ined to today's #CoalRegionsEU

. . . - . \M
maintaining  jobs and  growth in oring Group the importance of

engaging the different layers of Platform

communities affected by the planned and for Coal Regions in Transition, and why
ongoing closure of coal mines and the th|<;|';cnrnn'm<‘n0foﬂransmontht
commitment of some Member States to WORS JOF SYSTIDI: BUGHE SUAORA S

phase out coal. The Commission continued
with the implementation of the initiative for
coal regions in transition, as an enabling
action of the Clean Energy Package focusing
on ‘just transition’ in the EU coal regions. P :
The Commission launched the Secretariat of CR— e e e
the Initiative in February and organized

three large-scale technical meetings in Brussels (April, July, October) and one
high-level political meeting in Gorlitz, Germany (November), as well as a
dedicated session at COP25 (December). Bilateral relations under the ‘country
team’ process were continued for 20 regions taking part in the initiative.

ions in the discussions
tion can we talk about
2an and just transition

e The Clean Energy for EU Islands Initiative is now fully operational. The
Commission continued to assist Member States in creating a stable framework for
public and private investment in clean energy transition on islands, which should
be finalised in 2020. The Commission oversaw the work of the dedicated
Secretariat for the Initiative that provides direct support to islands. In 2019, 26
pilots and pioneer islands were selected to receive assistance to develop Clean
Energy Transition Agendas.

17 Connecting Europe Facility (CEF) Programme Statement, Programme Implementation Update, Energy.
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e The Covenant of Mayors passed the mark of 1000 in terms of cities committed
to 2030 energy and climate targets and demonstrates multi-level governance in

practice. It now covers the five H2020EffcientEnergy @ @H2020EE - Feb 18

continents under its global {@)orgensen)uul speaking at the opening ?f, vest4cities

dimension. DG ENER continued to o Hgemantal beoesgselicionrs e e ment of 46 oo
. #energyefficiency il #EUGreenDeal

support the preparation of contracts Wt

for Regional Covenants in our

Eastern and Southern

neighbourhood, Canada, Latin
America, Sub-Saharan Africa and
Asia (South Asia, Japan) in close
cooperation with DGs NEAR, DEVCO,
CLIMA, JRC and FPI. The
Commission launched the second
phase of the Global Covenant
initiative at COP-25 and a new
regional Covenant in Canada.

® The EU Energy Poverty ®| Energy4Europe @ & @Energy4Europe - Nov 4, 2019 v
0bservat0 I‘y was |a u nCh ed by Combattira:eﬁe: gypoverty was first mentioned in EU legislation in 2009,
: requiring countries to develop action plans to tackle the problem.
DG EN ER tO assist Mem ber States Learn more about how EU funds projects that help fight energy poverty E3
N |dent|fy|ng, measuring and europa.eu/!pv33yq #EUprotects #energyefficiency

addressing energy poverty. The
Commission organised the 11
Citizens’ Energy Forum in Dublin
in September. The event looked
at ways of making beneficial new
energy services more attractive
to consumers. The Commission
worked with Member State

TOGETHER WE

representatives to prepare for the > i EUFrrGrecT
development of Guidance on
Energy Poverty.

These initiatives will be important building blocks of the Green Deal in particular its Just
Transition and the European Climate Pact dimensions.

1.4 Specific Objective 3: Promoting the moderation of
energy demand

As the revised Energy Performance of Buildings Directive (EPBD)® entered into
force on July 2018, work on the implementation and enforcement of the existing EPBD
continued in 2019, with dialogues with the Member States on the conformity of their
transposition and/or implementation.

The amended EPBD builds on two complementary objectives, which are to accelerate the
renovation of existing buildings with a 2050 decarbonisation goal and to support the
modernisation of all buildings thanks to smart technologies and e-mobility infrastructure.

18 Directive (EU) 2018/844 of the European Parliament and of the Council amending Directive 2010/31/EU on
the energy performance of buildings.
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In the course of 2019, DG ENER issued, in close cooperation with Member States, a

' EneroydEurope B @ GEnerayEurope - May 16,2013 . Recommendation on how to implement the
Recommendations on how EU countries should xmplement the revised revised provisions on bU||d|ng renovation and
building renovanon aspects of the Energy performance of bundlngs . . . . .
durecnve{ B havebeen pubhshedtoda/ue iropa.eu/!RT84PC the decarb0n|sat|on Of nat|ona| bU||d|ng

Yo stocks by 2050, and a second

‘ﬂ Recommendation on the modernisation of

. buildings through smart building technologies
and infrastructure for e-vehicle charging.

a An important priority during the year was the

. preparation of the new Commission and the

" energy  efficiency component of the

. European Green Deal. This included in

particular preparatory work to ensure the

inclusion of a new flagship initiative on

building renovation called the "renovation wave". It aims at boosting currently low

renovation rates and speeding up the decarbonisation of the EU building stock to deliver

on the climate neutrality objectives by 2050.

As regards energy efficiency, the amendment of the Energy Efficiency Directive
(EED)*° entered into force at the end of 2018. In 2019, the Commission reviewed and
simplified Annex VIII and IX of the EED that set the requirements for national heating
and cooling policies.

In September 2019, the Commission adopted three Recommendations containing
guidance for Member States on how to implement the new provisions concerning (i)
Annual energy saving obligation of 0.8% of final energy consumption to be achieved in
the period of 2021-2030 (Article 7).

In the context of monitoring the achievement of the EU energy efficiency targets
for 2020, the Commission services convened a Member States' Task Force to mobilise
efforts to mitigate the risk of not meeting the EU target for 2020 due to growing energy
consumption trends in the EU over the recent years. Within the Task Force, Member
States and the Commission services were sharing best practices on increasing the
effectiveness of current energy efficiency measures and introducing further short-term
policy measures.

This approach was also discussed in the context of steering cohesion policy funding in the
meetings of the Energy and Managing Authorities (EMA) network, which brings
together representatives of national energy authorities with representatives of cohesion
policy managing authorities dealing with energy. The Network aims to help EU countries
make the best possible use of cohesion policy funding in high quality energy projects.

A political agreement on the new tyre labelling regulation was reached in November 2019
at the second trilogue with Council and European Parliament; its publication is foreseen
in May 2020. The label highlights the fuel efficiency, noise and wet grip performance of
tyres, along the same lines as the energy label and introduces the option of snow and ice
pictograms. This will allow consumers to be better informed when buying tyres, outlining
the potential to make savings in fuel consumption. At the same time, it drives
manufacturers towards innovation in order to make their tyres more energy efficient,
safer and quieter. The new label will apply from May 2021

1% Directive (EU) 2018/2002 of the European Parliament and of the Council amending Directive 2012/27/EU on
energy efficiency
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In the area of energy efficiency of products, the Commission adopted in March and
October 2019, 14 ecodesign and energy

Iabe"ing reQUIations after Several years - $:::egi4:l;::ip;m-e:maidef’o’r;f;::efﬁcx‘e;;[;rojsgtgstoreduce

of preparation with stakeholders. These nption & improved #sustainability. The EC has approved 10
regulations are revising requirements for 7 ! '“de’eq“}‘eme"tsw
product groups (refrigerators, washing

machines, dishwashers, lighting products,
electronic displays, electric motors and
external power supplies) and address a
new product group (refrigerating
appliances with a direct sales function).
An important change in the new ecodesign
rules is the inclusion of elements to further
enhance the reparability and recyclability
of appliances, in line with the Ecodesign
Working Plan 2016-2019 to contribute to circular economy and climate objectives.
Preparatory and review studies for product specific measures now systematically consider
resource efficiency aspects. For the adopted energy labelling regulations, the introduction
in the energy labels of a QR code enables consumers to get additional (non-commercial)
information by scanning the code with a common smartphone as of 1 March 2021. These
14 adopted regulations, plus 2 adopted by DG GROW, constitute the ecodesign and
energy labelling packages, which is expected to deliver 167 TWh of final energy savings
per year by 2030.

A Miguel Arias Cariete @ @ _europa - Fe 1 Slgnlﬂcant progress was made
Smart finance for smart buildlngs un!ockmq €10 billion invest menls in Concerning the finanCing Of energy
Zenergyefficiency projects in residential buildings europa.eu/ITu76wt effiCiency. The number Of prOjeCtS

receiving project development
assistance (PDA) increased, in

particular under the European Local
ENergy Assistance (ELENA) facility,
helping project promotors prepare
bankable projects.

Finally, in collaboration with the United
National Environmental Programme
Financial Initiative (UNEP FI), the
Commission steered the work of the Energy Efficiency Financial Institutions Group
(EEFIG). A working group was set up, focussing on taxonomy and green tagging - it
provided expert input on energy efficiency to the Technical Experts Group on Sustainable
Finance, in particular for the buildings sector, and analysed the existing green tagging
practices.

DG ENER also secured the leading of the International Partnerships for energy efficiency
cooperation (IPEEC) and its transition into an energy efficiency HUB hosted by the
International Energy Agency (IEA).

In its work on energy efficiency but also regarding the general objective of
competitiveness, DG ENER is supported by the Executive Agency for SMEs (EASME).
All energy efficiency activities entrusted to EASME (Horizon 2020 Energy Efficiency calls
and Other Actions) were implemented according to the 2019 Agency’s work programme,
including all payments. The central evaluation of the main Horizon 2020 Energy
Efficiency Call 2019 finished on 22 November leading to 57 new energy efficiency
projects supported with a budget of EUR 112.9 million. In addition, the dedicated call to
create a European City Facility (EUR 16 million) was implemented by EASME at the
beginning of 2019. EASME is also entrusted with the implementation of three Concerted
Actions (as calls to identified beneficiaries) with the objective to support the
implementation of the Energy Performance of Buildings Directive, the Energy Efficiency
Directive and the Renewable Energy Sources Directive by means of knowledge and good
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practice exchange between Member States.

1.5 Specific Objective 4: Promoting the decarbonisation
of the EU energy mix and the increase of energy
production from low Carbon Energy Sources, in
particular renewables

In the area of decarbonisation and renewable energy, work in 2019 focused on preparing
the implementation of the recast of the Directive on the promotion of the use of
energy from renewable sources (REDII)?°, together with the implementation of
other Clean Energy package’s renewable relevant elements. REDII was published in the
Official Journal on 21 December 2018 (Directive EU/2018/2001), with a transposition
deadline by 30 June 2021, concluding a more than three years process of preparation,
negotiation and adoption.

Implementation work has included inter alia the adoption of a Delegated Regulation
setting out the criteria for both identifying high-ILUC risk feedstock and for certifying
low-ILUC risk biofuels, bioliquids and biomass fuels (adopted on 13 March), and the
preparation of several delegated and implementing acts, including an implementing act
for the establishment and functioning of the new renewables financing mechanism (to be
adopted in 2020).

Another priority during the year was the implementation of the current Directive on the
promotion of the use of energy from renewable sources (RED). DG ENER also assessed
the transposition of the ILUC Directive (Directive EU/2015/2013), after the transposition
deadline of 10 September 2017.

A third important priority for promoting the decarbonisation of the EU energy mix and the
increase of energy production from low Carbon Energy Sources during the year has been
the preparation of the new Commission and the European Green Deal. This has
included in particular relevant preparatory work to facilitate the smart integration of the
electricity, heating and cooling, transport and industry sectors in order to speed up the
deployment of clean energy across the economy and deliver climate neutrality cost-
effectively.

DG ENER also launched in 2019 the jm  freroyseurope@@ Gfneioyiuope Jun 2 201
The first meeting of the Hydrogen Energy Network expert group takes
“Hydrogen Energy Network”, an informal place in Brussels 26 June - #hydrogen in the #energytransition: 2050
! .. . . perspective. Projects, studies ood practise: a will also be
network of experts from Energy Ministries, with
the aim to support Member States in exploiting

discussed. neu' opa.eu/!rU63Km Follow ®#Hy
the opportunities offered by Hydrogen. The
Network aims at providing Member States with
a platform to exchange information and best
practices as to the use of hydrogen as an

LT 4
) :

A
Network /[ meeting (7/‘ ( )

= 26 June 2019, Brussels

energy carrier, to facilitate a better common
understanding of the issue in the energy
policies. Two meetings took place in 2019, in
June and in November.

)

|

Furthermore, DG ENER continued its work towards enhanced regional cooperation
between Member States on support schemes, including the use of the cooperation
mechanisms envisaged in the Renewable Energy Directive. As it is time to meet the 2020
targets, several Member States have informally approached DG ENER in order to obtain a
better understanding of possibilities of statistical transfers. Within this context, work has
focused during 2019 in co-decision negotiations of the revised Connecting Europe

20 Directive (EU) 2018/2001 of the European Parliament and of the Council on the promotion of the use of
energy from renewable sources (recast).
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Facility (CEF), which includes under its scope cross-border projects in the field of
renewable energy.

EU international cooperation on renewable
energy continued to grow in 2019. This
included bilateral dialogues and exchanges
with partner countries such as specific work
with Japan, South Korea and Pakistan for
example. Work at regional scale included
discussions with the Energy Community on
2030 targets and the renewable energy
potential for the CESEC (Central and South
Eastern Europe Connectivity) region, as well as
participation in the preparation of the EU-
Africa  Platform on  Sustainable Energy
Investments. Discussions also intensified on
the external dimension of the island Comn;1ission<_etl-1 for Energy Kadril Si'fnson
decarbonisation agenda and cooperation with 2"’\5,7;; el’)'itg’tJuZ”‘;;tgen‘s;ZZe’:t ‘I’REZﬁ
small island states. Finally, DG ENER ensured a Ministerial, January 2020.

coordinated EU position for both the IRENA

Council and General Assembly.

1.6 Specific Objective 5: Tapping the job and growth
potential of the energy sector and further
developing energy technologies (Horizon 2020),
including ITER and the safe and secure use of
nuclear energy

1.6.1 Competitiveness

More and better targeted investments along the five dimensions of the Energy Union will
translate into growth, jobs and help European industries to take advantage of business
opportunities in other regions of the world. In 2019, DG ENER continued to support the
Commission's efforts to make full use of available EU financial funds and instruments to
further promote the clean energy transition.

Significant progress was made concerning the financing of energy efficiency, including
under the Smart Finance for Smart Buildings initiative, launched by the Commission
as part of the Clean Energy for All Europeans package. The number of projects receiving
project development assistance (PDA) increased, in particular under the European Local
ENergy Assistance (ELENA) facility, helping project promoters prepare bankable projects.
During the course of 2019, DG ENER continued to deal with the daily operational
management and increase in investments of the European Energy Efficiency Fund
(EEEF) while supporting the organisation of its conversion to a full-fledged Alternative
Investment Fund that would allow it to increase its capital by issuing debt. Ongoing
efforts to liaise and coordinate with EIB and the EBRD continued throughout the year, to
facilitate their increased focus and spending on sustainable energy projects.

On 9 January 2019, DG ENER adopted the 2018 energy prices and costs report and
presented it to stakeholders to get feedback and started preparations of the next (2020)
energy prices and costs report. The preparations included inter alia a reflection on the
content and scope of the report in view of the policy priorities of the new Commission
and starting the procurement procedure of the external study, which will feed into the
next report.
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1.6.2 Research and Innovation

Based on the 14 Implementation Plans previously endorsed in the frame of the Strategic
Energy Technologies Plan?®

[ SET Plan @SETPlan_eu - Dec 17, : )
(SET Plan)’ in _2019 DG ENER ’!F‘ The SET Plan annual report 2019 is online! EJAn overview of the pilot phase
facilitated synergies between the of the SET Plan monitoring process, presenting the state of the
Member States representatives implementation of the SET Plan. etis.ec.europa.eu/newsroom/new
of the SET Plan, the National HLSREETI LN OpN @R )
Energy and Climate Plans (NECP) -_—

Governance and the Innovation
Fund Expert Group to reinforce
the link between energy and
research policy at national level.
The drafting of the NECPs has
been a good opportunity for
Member States to make sure
that their clean energy R&I priorities and actions are consistent with the SET Plan
Implementation Plans, outlining investments toward the energy transition. Under the SET
Plan action on batteries, a new federating entity has been created: the Batteries
Europe technology and innovation platform, which has become the research and
innovation coordination strand of the European Battery Alliance.

Under Horizon 2020, EU’s research framework programme for the period 2014-2020,
DG ENER put significant efforts in the revision and implementation of the Work
Programme 2018-2020, adopted in July. The EUR 380 million supervised by DG ENER
under Horizon 2020 Work Programme 2019 were mainly disbursed under open calls for
proposals covering "Smart citizen centred energy system", "Smart Cities and
Communities", "Energy efficiency"”, "Smart and clean energy for consumers" and "Fast
track to innovation for energy". In 2019, 20 new projects were selected under smart
energy systems, including one project supporting the energy transition of islands. In
addition, three Lighthouse projects were selected under the Smart Cities call. The Energy
Challenge has also contributed to joint call on digitisation, seeking big data solution for
energy.

InnovFin Energy Demonstration Projects, a financial instrument designed by the
Commission together with the European Investment Bank, has currently a portfolio of
seven projects corresponding to EUR 191 million of EU support (loan or equity-type) and
EUR 393 million of project costs.

In addition, DG ENER continued to follow FP7 legacy projects and the implementation of
the remaining projects under the European Energy Programme for Recovery
(EEPR). An EEPR offshore wind project was successfully completed in 2018 while two

other projects will be concluded respectively & Kadri Simson @ @KadriSimson - Dec 10, 2019
by the end Of 20 19 a nd in Ju ne 2020 Opening the EU Energy Day this morning: “The EU is driven by the sense of
' urgency in the face of the climate crisis. We have lost the luxury of time. We

must now embrace, plan and lead the clean energy transformation.”
# Madrid

With  regard to the international
collaboration on clean energy technology
development, a series of events and
initiatives have been put forward in 2019 in
the context of Clean Energy Ministerial
(CEM), Mission Innovation (MI), through the
various Technology Collaboration
Programmes (TCPs) and the Clean Energy
Transition Programme of the International
Energy Agency (IEA). DG ENER on behalf of

2l Communication from the Commission towards an Integrated Strategic Energy Technology (SET) Plan:
Accelerating the European Energy System Transformation; C(2015) 6317 final; Brussels 15 September 2015.
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the Commission, participated at the CEM and MI Ministerial meetings, and joined as co-
leader the CEM Hydrogen initiative, and as observer the CEM CCUS Initiative. For Mission
Innovation specifically the EU continued efforts in steering work and in co-leading two of
the Innovation challenges (Conversion of sun light to fuels; Affordable heating and
cooling of buildings - the latter led by DG ENER). As regards COP25, DG ENER organised
the EU Energy Day, which included a session on Accelerating Innovation for the European
Green Deal.

DG ENER has also continued the emphasis on Smart Cities, dedicating greater attention
to the energy system approach, including energy storage, e-mobility, decarbonisation of
buildings and digitalisation. The European Innovation Partnership on Smart Cities and
Communities, will become an all new merged website, bringing together cities, industry,
citizens and the financing sector to improve urban life through market rollout of
bankable, replicable, sustainable, integrated innovative projects, embracing the
intersection of Energy, ICT and Transport.

1.6.3 Nuclear Energy (Promoting the safe and
secure use of nuclear energy and ensuring
the peaceful use of civil nuclear materials
for their intended purposes)

In 2019, work continued to ensure timely transposition and effective implementation of
the EU legal framework on nuclear safety, responsible and safe management of spent
fuel and radioactive waste, and the radiation protection of workers and the public.

The Commission published two reports to the Council and the European Parliament on
the implementation of radioactive waste and spent fuel management policies in the EU%.

The Nuclear Decommissioning Assistance Programmes (NDAP) in Bulgaria,
Lithuania, and Slovakia continued to reduce substantially nuclear and radiation safety
risks related to the concerned reactors®>. The NDAP reported good progress in all three
sites, in particular Bohunice (Slovakia) with the dismantling of large components in the
reactor building, and Ignalina (Lithuania) with the steady and continuous removal of
spent-fuel assemblies to a dedicated safe facility. More details on the implementation of
this programme and the forthcoming work can be found in the programme statements
for the NDAP.

In 2019, special attention was given to the m EnerovAEurope M & Ginergydturope - Oct 29,2018

R . The European Commission welcomes the publication by #ENSREG - the
t0p|C of |0ng -term Operat|0n (LTO) of European Nuclear Safety Regulators Group - of the report & country
H findings of the 1st topical peer review (TPR) under the amended
nUCIGar power plants in the framework Of #NuclearSafety Directive. europa.eu/!WY93VY

the follow-up of the first Topical Peer
Review (TPR) on ageing management®
and of two major stakeholders’ events,
namely the Prague ENEF Conference in
April and the fifth ENSREG Conference in
June, to which DG ENER contributed.
Another key topic is the availability of new
safe reactor technologies, in particular in
view of the future introduction and
licensing of Small Modular Reactors

22 COM(2019) 632 final and COM(2019) 633 final.

23 Regretfully, a work related accident occurred in Bulgaria in December, whereby two workers passed away
during construction works with no radiation or nuclear safety implication.

2% The Topical Peer Review (TPR) on ‘Ageing management of nuclear power plants and research reactors is the
most important safety-related exercise after the post-Fukushima stress tests in  Europe:
http://www.ensreg.eu/eutopical-peer-review. The revised Nuclear Safety Directive introduced a European
system of topical peer reviews for delivering continuous improvement to the safety of nuclear installations.
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(SMRs). The Commission hosted the first High-Level Industrial Forum on SMRs?, co-
organised with the U.S. Department of Energy, on 21 October in Brussels.

With regard to the external dimension of nuclear energy policy, the Commission
continued to promote actively the highest levels of nuclear safety also outside the EU.
The main attention during the past year was the follow-up of stress tests conducted in
Belarus in 2018 and in Armenia in 2017, in close cooperation with ENSREG. Civil nuclear
safety cooperation with Iran under Annex III of the Joint Comprehensive Plan of
Action (JCPoA) continued well in spite of the US’s withdrawal from the JCPoA. DG ENER
organised, in cooperation with other Commission services and the EEAS, several
seminars in Luxembourg and Tehran covering various aspects of nuclear safety and
nuclear law, as well as an expert visit to the Kozloduy (BG) decommissioning site.

The Commission presented the Euratom Report on the implementation of the
Convention on Nuclear Safety (CNS), in preparation for the eighth Review Meeting of
the Contracting Parties to the Convention. DG ENER coordinated the Euratom
contribution to Brexit-related activities in preparation of the UK’'s withdrawal and
negotiations with the UK on future relations.

DG ENER also followed and supported the inter-institutional negotiations on the proposals
for the continued support to decommissioning activities in Lithuania, Bulgaria, Slovakia
and the JRC facilities (€ 1.02 billion) and to ITER project (€ 6.07 billion) under the new
Multiannual Financial Framework (MFF) 2021-2027.

1.6.4 Developing Fusion Technologies (ITER)

Besides fission technologies, the development of fusion as a future energy source
received much attention and efforts in 2019. The construction of the ITER project
continues to progress in line with the current schedule towards achieving First Plasma in
2025. The completed work scope up to First Plasma has progressed from 58.7% (end of
October 2018) to 65.9% (end of November 2019).

In line with the ITER’s Programme - Energy4Europe M & @Energy4turope - Feb 13
Statement, European contractors Do you know what a Tokamak is ? @

i #|TER will be the biggest one in the world — approximately 30 meters high
completed in 2019 the walls and floors of and 30 meters wide!

Learn about #fusionenergy & the #|TER project in our 5 factsheets (EN, FR,
DE) europa.eu/!lvX84BQ

the Tokamak Building, which will house
the device. This represents a major
milestone for the project, approximately 5
years after the first pouring of concrete of
the Building's basement. Construction is
well advanced on the Crane Hall, which
will enlarge the Tokamak building to
accommodate the cranes that will move
the components during assembly. The
first and second modules of its roof were
lifted into place by Fusion for Energy
(F4E) on 4 December 2019.

In November 2019, at the 25 ITER Council meeting, the ITER Council reviewed the
recommendations of an In-Depth Independent Review on the IO’s Assembly and
Installation Strategy, carried out by independent experts. The ITER Council took note of
the final report, which identified concrete actions to ensure that the assembly and
installation move forward in the most efficient way possible and do not create delays or
cost increases, and requested the IO to complete the action plan addressing the report’s
recommendations.

25 https://ec.europa.eu/info/events/eu-us-high-level-forum-small-modular-reactors-smr-2019-oct-21 en
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Euratom (represented by DG ENER) also advanced preparatory work with Japan on the
conclusion of a Joint Declaration for the continuation of Broader Approach (BA) activities
under the current bilateral agreement, which recognises the successful results and
potential benefits of further cooperation for the ITER Project. More details on the
implementation of this programme and the forthcoming work can be found in ITER's
programme statement.

1.7 Specific Objective 6: Implementation and follow-up
on the overall Energy Union Strategy

DG ENER has focused its work Paula Pinho @Pinhopau - Jun 21, 2019 v
th roughout 2019 on sta r‘t|ng One year later all 28 Member States have prepared draft Energy&Climate
. . Plans and the European Commission assessed them in view of final Plans at
Implementatlon Of the Clean Energy for the level of the EU ambitious energy & climate targets!
All Europeans package and
im pIementing EU energy Iegislation . The Q Theresa Griffin @TheresaEurope - Jun 20, 2019

- It's exactly a year since we completed the #cleanenergy governance
Reg u Iatlon on the Governa nce Of legislation where we asked each country to produce Energy & Climate
the Energy Union and Climate Plans. They're falling short on 32% renewables & 32.5% energy
ACti0n26 was pU bIIShed in the OffICIaI ilfifrirfizcgysg;/sery country needs to do better if Europe is to meet its
Journal on 21 December 2018 . — | ————

(Regulation 2018/1999) and the first
deadline for the Member States to notify
their draft Plans was already on 31
December 2018. Following the
submission of all the plans, already by
February 2019, DG ENER was, together
DG CLIMA, in the lead for the
assessment of the first ever draft
National Energy and Climate Plans,
which took place during the first half of
2019 and was one of the key challenges for the entire DG in 2019. It was therefore
crucial for DG ENER to ensure that Member States would submit their draft Plans on time
in order to guarantee sufficient time for the EU-wide analysis and assessment as well as
to be prepared for the first—-ever assessment of such comprehensive plans. Based on this
thorough assessment of all 28 draft Plans, DG ENER prepared a horizontal
communication and 28 Staff Working Documents, accompanied by recommendations to
all Member States, all adopted by the Commission. As part of the iterative process
between the Commission and Member States designed to submit final plans by end of
2019.

For this reason, DG ENER put several measures in place both to reinforce the iterative
dialogue with the Member States, for

. . e . m Energy4Europe B & @Energy4Europe - Sep 26, 2019 N
example via the intensification of Representatives of the #NECPs technical WG met for the 1st time to look at
TeCh n ica| Wo rki ng Grou ps Wlth ways on how to better integrate research, innovation & competitiveness in

the national energy & climate plans so as to strengthen national efforts.

europa.eu/!FP83Kr #SETPlan #InnovationFund #H2020

national representatives and
numerous bilateral contacts, as well
as to establish new internal
processes and structure ensuring the
timely and in-depth assessment of
the draft NECPs. In those tasks, DG
ENER demonstrated to skilfully
master and control the novelties
introduced by the Regulation,

26 Regulation (EU) 2018/1999 of the European Parliament and of the Council on the Governance of the Energy
Union, amending Directive 94/22/EC, Directive 98/70/EC, Directive 2009/31/EC, Regulation (EC) No 663/2009,
Regulation (EC) No 715/2009, Directive 2009/73/EC, Council Directive 2009/119/EC, Directive 2010/31/EU,
Directive 2012/27/EU, Directive 2013/30/EU and Council Directive (EU) 2015/652 an repealing Regulation (EU)
No 525/2013; COM(2016) 759 final; Brussels, 30 November 2016.
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creating the right preconditions for the attainment of the EU level energy and climate
targets for 2030 as well as the objectives of the Energy Union.

In parallel, DG ENER supervised technical assistance to Member States in the
finalisation of the NECPs, arranged several bilateral meetings with Member States,
and continued the organisation of Technical Working Group (TWG) meetings (4 in 2019)
with the EU Member States to support the timely and effective preparation of their final
integrated national energy and climate plans. The work of the TWG was key for Member
States’ timely implementation of the first obligation in the Governance Regulation linked
to the submission of Draft National Energy and Climate Plan. DG ENER also continued to
follow, together with DG CLIMA, the contract on technical assistance to Member States
for the preparation of the integrated NECPs.

Work continued on the preparation of implementing and delegated acts foreseen by
the new Governance Regulation, inter alia an Implementing Act for the establishment
and functioning of the renewables financing mechanism and an Implementing Act
on the reporting of progress on the National Plans. DG ENER provided ongoing
support to the quantitative and organisational preparations for support of the Governance
regime, namely regarding the process for the assessing the draft national Energy and
Climate Plans and establishing the reporting and monitoring framework. In this
regard, DG ENER continued to work on the e-reporting platform under the Governance
Regulation together with DG CLIMA and SG.

DG ENER was also responsible for the preparation of the Communication “"A more
efficient and democratic decision making in EU energy and climate policy”?’,
which opened a debate on the possibility for enhancing the legislative decision making
process in taxation matters in the energy and climate policy areas, and explored ways to
increase the democratic accountability and transparency in the framework of the Euratom
Treaty. The Communication argues and presents evidence that energy taxation and is not
aligned with the overarching objectives of the energy and climate framework and part of
the solution to resolve these shortcomings is to move from unanimity to qualified
majority voting for the decisions in the area of energy taxation.

Another important priority for DG ENER was to prepare the Commissioner-designate
for the hearing at the European Parliament. In this regard, the DG ensured the
preparation of the Commissioner briefing book, the timely response to the parliamentary
questions and organised several policy sessions with the Commissioner designate and her
transition team prior to the hearing. DG ENER also participated in the preparations of the
new Commission mandate by proposing a number of major initiatives to support the
European Green Deal political priority.

DG ENER also continued its efforts to enhance the dialogue with third countries on
the priorities of the Clean Energy Package, and specifically on the Governance of the
Energy Union, promoting reflections on better policy planning at international level.
Furthermore, it took initiatives to promote and strengthen regional policy cooperation
amongst Member States in the energy field.

In 2019, DG ENER worked in close collaboration with DG CLIMA being actively involved in
the political follow-up and outreach of the long-term energy and climate strategy “A
Clean Planet for All Europeans” %, This involved contributions relevant to Council
Working Group meetings, following political developments in the European Parliament,
the Committee of the Regions and the European Economic and Social Committee, as well
as organisation of conferences and stakeholders consultations, of the Communication and

27 COM(2019) 177 final, 9.4.2019

28 Communication from the Commission to the European Parliament, the Council, the European Economic and
Social Committee, the Committee of the Regions and the European Investment Bank, A Clean Planet for all. A
European strategic long-term vision for a prosperous, modern, competitive and climate neutral economy;
COM(2018) 773 final, 28 November 2018.

ener_aar_2019_final Page 29 of 53



its supporting analysis and documents within and outside the EU.

One of the core activities of DG ENER was the enforcement of the energy acquis by
means of infringement procedures. In 2019, the Commission adopted 90 infringement
related decisions (i.e. letters of formal notice, reasoned opinions, decisions to refer cases
to Court or to sursis a decision to refer) on the basis of proposals prepared by DG ENER
during the monthly infringements decision-cycle (amongst which 4 decisions for a referral
to Court, 16 reasoned opinions, 32 letters of formal notice, 36 closures and 2 withdrawals
from the Court).

DG ENER successfully coordinated the DG’s preparations for the specific programs of the
2021-2027 MFF and steered the work of the Technical Expert Group on Sustainable
Finance.

DG ENER also continued to steer the work on the Commission’s initiative to increase the
international role of the euro® in the energy field, following the adoption of the
Commission Recommendation®® on the use of the euro in energy transactions,
and staff working document®! by the Commission on 5 December 2018. After a workshop
with stakeholders, which took place on 14 February, DG ENER launched an open public
consultation and presented its outcome in a staff-working document issued on 12 June
2019.

In 2019, DG ENER contributed to the European Semester exercise in close contact with
SG, DG ECFIN, DG GROW, DG REGIO, DG ENV and DG CLIMA. DG ENER ensured that
energy policy was adequately addressed in all country reports. Particular emphasis was
placed on the investment angle and environmental sustainability (in line with the
President’s political guidelines) and on the link with the Energy Union governance process
and the national integrated energy and climate plans. The 2019 Semester cycle included
investment related country specific recommendations for all Member States, which, in
most cases, included energy related issues. DG ENER was actively involved in the
drafting of the Country Specific Recommendations (CSRs).

For a complete overview of the DG's performance in relation to the objectives and
indicators set out in the Strategic Plan 2016-2020 and the Annual Management Plan 2019
please see the performance tables in Annex 12.

2 Communication from the Commission to the European Parliament, the Council, the European Economic and
Social Committee, the Committee of the Regions and the European Investment Bank, Towards a stronger
international role of the euro; COM(2018) 796 final, 5 December 2018.

30 Commission Recommendation of 5 December 2018 on the international role of the euro in the field of energy;
C(2018) 8111 final.

31 Commission Staff Working Document, Promoting the international role of the euro in the field of energy;
SWD(2018) 483 final, 5 December 2018.
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2. ORGANISATIONAL MANAGEMENT AND
INTERNAL CONTROL

This section explains how the DG delivered the achievements described in the previous
section. It is divided into two subsections.

The first subsection reports the control results and other relevant information that
supports management's assurance on the achievement of the financial management and
internal control objectives®?. It includes any additional information necessary to establish
that the available evidence is reliable, complete and comprehensive. It covers the
activities, programmes and management modes relevant to the DG.

The second subsection deals with the other components of organisational management:
human resources, better regulation principles, information management and external
communication.

To enhance the management oversight in DG ENER, two new bodies were established at
senior management level in 2019: the Control Board and the IT Steering Committee.

. The Control Board met for the first time on 5 December 2019 and is going to
provide coordination, oversight, advice and strategic orientation on all areas related to
internal control, budget, finance, audit and the supervision of agencies and other entities.
Three Board meetings are scheduled for 2020.

. A joint IT Steering Committee was established for Brussels and Luxembourg (see
section 2.1.3).

2.1 Financial management and internal control

Assurance is an objective examination of evidence for the purpose of providing an
assessment of the effectiveness of risk management, control and governance processes.

This examination is carried out by management, who monitors the functioning of the
internal control systems on a continuous basis, and by internal and external auditors. The
results are explicitly documented and reported to the Director-General. These are:

- the reports by the Authorising Officers by Sub-Delegation (AOSDs);
the reports from Authorising Officers in other Directorates-General managing budget
appropriations in cross-delegation;

- the reports on control results from entrusted entities in indirect management as
well as the result of the Commission supervisory controls on the activities of these
bodies;

- the contribution of the Internal Control Coordinator, including the results of
internal control monitoring at the Directorate-General level;

- the reports on recorded exceptions, non-compliance events and any cases of
‘confirmation of instructions’ (Art 92.3 Financial Regulation);

- the reports of the ex-post audit;

- the limited conclusion of the internal auditor on the state of control and the
observations and recommendations reported by the Internal Audit Service (IAS);

- the observations and the recommendations reported by the European Court of
Auditors (ECA).

32 Art 36.2 FR: a) effectiveness, efficiency and economy of operations; b) reliability of reporting; c)
safeguarding of assets and information; d) prevention, detection, correction and follow-up of fraud and
irregularities; and e) adequate management of risks relating to the legality and regularity of underlying
transactions
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These reports result from a systematic analysis of the evidence available. This approach
provides sufficient guarantees as to the completeness and reliability of the information
reported and results in a complete coverage of the budget delegated to the Director-
General of DG ENER.

This section is for reporting the control results and other relevant elements that support
management's assurance. It is structured into (a) Control results, (b) Audit observations
and recommendations, (c) Effectiveness of internal control systems, and resulting in (d)
Conclusions on the assurance.

Overview of the 2019 budget execution

The total payments of DG ENER in 2019 amount to EUR 841.72 million, the vast majority
being operational as the administrative part accounts for less than 0.5%.

The following chart shows the execution of DG ENER's appropriations®® over time. In
2019 DG ENER absorbed 99.97% of the commitment appropriations and 99.74% of the
payment appropriations.

100,00%

90,00% +— % Commitment
appropriations
E % Payment
appropriations
80,000/0 T T T T

2015 2016 2017 2018 2019

The two charts below provide an overview of DG ENER implementation of its programmes
and activities under direct management (11.78%) and indirect management (88.22%).

33 This chart is based on C1 and EO credits only (commitment appropriations voted in the current budget,
budget modifications and other current year commitment appropriations, modifications due to amending
budgets and transfers), while tables 1 and 2 of Annex 3 include all authorised appropriations.
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Allocation of the 2019 payments (in EUR million) between
direct and indirect management
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Allocation of 2019 payments per type of activity

[CATEGORY
NAME]- 68%
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NAME] - 19%

NAME] - 4%
[CATEGORY [CATEGORY
NAME] - 6%  [cATEGORMAME] - 2%

NAME] - 1%

Table 2.1 below provides a summary of the payments made by type of activities. It
shows that:

e Based on the main indicator results available, overall suitable controls were in
place in 2019 and worked as intended;

DG ENER has lifted the reservation on the Seventh Research Framework
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Programme (FP7) overpayments following the newly introduced de-minimis rule3?,
based on which the overall FP7 payments are well below 5% of the total payments
of DG ENER (i.e. only 1.39%) and the relevant expenditure affected is less than
EUR 5 million (i.e. only EUR 747 566);

e No new reservation is introduced in this AAR as Management has reasonable
assurance that overall suitable controls are in place and work as intended (taking
into account also the multiannual character of the main programmes); risks are
being mitigated and/or monitored; improvements and reinforcements are being
implemented.

34 As from 2019%, a 'de minimis' threshold for financial reservations is introduced. Quantified AAR reservations
related to residual error rates above the 2% materiality threshold, are deemed not substantial for segments
representing less than 5% of a DG’s total payments and with a financial impact below EUR 5 million. In such
cases, quantified reservations are no longer needed.
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Table 2.1: Overview table: types of activities and main indicators (figures in EUR)

Subsidies / funds to EE

Independent info
from auditors (IAS,

see Annex 10 for the details of the calculation of the RER for each programme.

Risk-types EU Agency, EA, JU ECA) on assurance

P Grants / Cross-sub-delegations ( it ) Available ICO ) . .
/ L or on new/overdue |Reservation | AAR Section

L Procurements to other DGs . indicator(s) ..
Activities Delegation critical
Agreements with EE recommendations
available?

EEPR grants 34.549.131 RER:0.14% N N 2111A
FP7 grants 11.665.732 RER:4.23% N N 2111A
H2020 grants 249.800 RER: 2.71% N N 21.1.1A

. Audit / supervision
Contribution to FAE JU 569.253.761 L N N 21118

activities
Nuclear Audit / supervision
decommissioning (CPMA 157.095.750( _ t“ _'t_esl;?n \r:lt(:le | N N 21118
/ EBRD / SIEA) cHvit gnt decl.
Subsidy to ACER 16.147.153| Audit/supervision N N 21118
activities

Other operational (Partly under

d'F’: ! 50.268.396 123.000 Estimated RER <2% N N 2.1.11Aand
expenditure 2.1.1.1B)
Administrati (Partly under

m'"c'lj“t rative 2.364.771 Estimated RER <2% N N 2.1.1.1Aand
expenditure 2111 8)
Totals (coverage) 99.097.830 0 742.619.664

AAR Annex 3 841.717.494




2.1.1 Control results

This section reports and assesses the elements identified by management that support
the assurance on the achievement of the internal control objectives®>. The DG's
assurance building and materiality criteria are outlined in Annex 4 of the Annual Activity
report (AAR). Annex 5 outlines the main risks together with the control processes aimed
at mitigating them and the indicators used to measure the performance of the relevant
control systems. Annex 10 provides details as regards the different elements used for
building assurance.

The 2018 Financial Regulation®® introduced specific reporting requirements®’. As regards
DG ENER, no such cases have been detected in 2019. However, in its relation with the
Joint Research Centre, DG ENER is bound by the level of charge back decided by the
Commission. The marginal overheads rate in this case is 18%.

2.1.1.1 Control effectiveness
A) Legality and regularity of the transactions

DG ENER is using internal control processes to ensure the adequate management of the
risks relating to the legality and regularity of the underlying transactions it is responsible
for, taking into account the multiannual character of programmes and the nature of the
payments concerned.

In 2019, expenditure under direct management represented 11.77% while expenditure
under indirect management represented 88.23% for a total amount of EUR 841.72
million.

In the context of the protection of the EU budget, the DGs' estimated overall risk at
payment, estimated future corrections and risk at closure are consolidated at
Commission level. DG ENER's data is shown in Table 2.2 and its accompanying notes
below, and further explained in section 2.1.1 of Annex 10.

The estimated overall risk at payment for 2019 expenditure is EUR 3 million. This is the
AOD's best, conservative estimation of the amount of relevant expenditure during the
year (EUR 976.84 million), which is not in conformity with the contractual and regulatory
provisions applicable at the time the payment was made.

This expenditure will subsequently be subject to ex-post controls, which will detect and
correct underlying errors in successive years. The conservatively estimated future
corrections for 2019 expenditure are EUR 2.11 million. This figure represents a
conservative estimate of the errors that the DG will identify and correct through the
controls it will carry out in succeeding years.

The difference between those two amounts is an estimated overall risk at closure for the
2019 expenditure of EUR 0.88 million, which is significantly lower than the 2018 amount
of EUR 4.56 million. This evolution mirrors the lower estimated overall risk at payment
(EUR 3 million in 2019 compared to EUR 7.47 million in 2018) and translates the
significant decrease of importance of directly managed expenditure (EEPR, H2020 and
FP7). This amount is a conservative estimate and is not considered material as regard
assurance building.

35 1) Effectiveness, efficiency and economy of operations;2) reliability of reporting; 3) safeguarding of assets
and information; 4) prevention, detection, correction and follow-up of fraud and irregularities; and 5) adequate
management of the risks relating to the legality and regularity of the underlying transactions, taking into
account the multiannual character of programmes as well as the nature of the payments (FR Art 36.2). The 2™
and/or 3™ Internal Control Objective(s) (ICO) only when applicable, given the DG’s activities.

36 Regulation (EU, Euratom) 2018/1046 on the financial rules applicable to the general budget of the Union,
repealing Regulation (EU, Euratom) No 966/2012 (2012 Financial Regulation).

37 Article 92.3, Article 125.3, Article 130.4, Article 181.6 and Article 193.2



Table 2.2 - Estimated overall risk at closure (in EUR; full year)
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. . on prefinancing 93 7 X X
prefinancing [a] it} pre-financing,
administrative
expenditure and
disbursements to
F4E and ACER.
(1) (2) 3 4) (5) (6) (7) (8) (9) (10)
EEPR grants 34.549.131 14.753.355 49.302.486| 1,70%) 838.142 1,44% 709.956 128.186
FP7 grants 11.665.732 6.007.218 17.672.949| 5,45% 963.176 1,22% 215.610 747.566
H2020 grants 249.800 199.800 200.000 250.000f 3,30% 8.250 0,26% 650 7.600
Contribution to F4E JU 569.253.761 569.253.761 658.594.110 658.594.110 0,00% 0 0,00%) 0 1]
Nuclear decommissioning o o
(CPMA / EBRD / SIEA) 157.095.750 155.254.897 184.838.915 186.679.768 0,50% 933.399 0,50%) 933.399 V]
Subsidy to ACER 16.147.153 16.147.153 13.369.975 13.369.975 0,00% 0 0,00% 0 0
Other operational
p 50.391.396 8.486.692 6.770.362 48.675.066 0,50% 243.375 0,50%) 243.375 0
expenditure
Administrative
; 2.364.771 76.285 15.235 2.303.722 0,50% 11.519 0,50%) 11.519 0
expenditure
Total 841.717.494 | 749.418.587 | 884.549.169 976.848.077 2.997.861 2.114.509 883.352
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Notes:

- See Annex 10 for the details of the calculation of the RER for each programme

- Column (3) '‘Minus new pre-financing’: new prefinancing (PF) actually paid by out the DG itself during the financial year (i.e. excluding any PF
received as transfer from another DG);

- Column (4) 'Plus cleared pre-financing’: PF actually cleared during the FY, based on accepted invoices (i.e. their ‘delta’ in FY actuals, not their
‘cut-off’ based estimated ‘consumption’);

- Column (5) 'Relevant expenditure’: this concept intentionally combines elements from budgetary accounting and from general ledger
accounting for the purpose of equivalence with the ECA's scope of the EC funds with potential exposure to L&R errors (see the ECA's AR
methodological Annex 1.1 point 7);

- Column (6)
o The calculated weighted average error rate is 0.31%
o For low-risk types of expenditure, where there are indications that the error rate might be close to zero (e.g. administrative
expenditure, operating subsidies to agencies, etc.), a 0.5% error rate is used as a conservative estimate;

- Column (8) ‘Average recoveries and corrections %"’: the adjusted recovery rate is 0.67%. The seven-year historic average of recovery orders

corresponds to 2.8% (as per ABAC DWH BO report on corrective capacity). The percentage has then been adjusted downwards to only take
into account recoveries from the last seven years with a recovery context type ‘irregularity’ and ‘error’. This percentage is further adjusted by
deducting certain recoveries of pre-financing made in previous years, which under today's rules should be considered as being of recovery
context type ‘none’ (instead of ‘irregularity’). However, for FP7 and H2020 payments, the correction rate used in this column corresponds to
the difference between the overall detected error rate (5.45%) and DG ENER’s residual error rate (4.23%). For H2020 payments, the
correction rate used in this column corresponds to the difference between the R&I family expected detected error rate for the full sample
including draft audit reports (3.30%) and DG ENER’s residual error rate including draft audit reports (3.04%).
Also note that the 0.67% is capped at 0.5% in the case of NDAP and of other operational expenditure to avoid negative amounts at risk at
closure and is not applied to pre-financing, administrative expenditure and to payments made to F4E JU and ACER, in general not subject to
ex-post recoveries. Eventually, this percentage is the best available indication of the expected corrective capacity of the ex-post control
systems implemented by the DG over the past years. As payments made to F4E and ACER correspond to approximately 69% of the relevant
expenditure, the average, adjusted and weighted average of corrections is 0.22%.
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Conclusion as regard legality and reqgularity

DG ENER has set up internal control processes aimed to ensure the adequate
management of the risks relating to the legality and regularity of the underlying
transactions, taking into account the multiannual character of programmes as well as
the nature of the payments concerned.

The AOD’s conservative estimation of the amount of relevant expenditure during the
year not in conformity with the applicable contractual and regulatory provisions at the
time of closure (amount at risk at closure) is EUR 0.88 million. This amount is not
considered material as regard assurance building.

The assessment on legality and regularity for the directly managed FP7 programme
returns a level of detected error which appears to be ‘persistently high’ over the years
in terms of potential financial impact (exposure). This programme however represents
a very limited share of the total activity. Concerning the H2020 programme, the
cumulative residual error rate is around 3.04%, which is in the healthy range of 2%-
5% error rate. The impact on the amount at risk and on the overall materiality at DG
level for the two research programmes is very limited. Regarding the directly managed
EEPR programme, the residual error rate is 0.26%. The amount at risk is not material
as regard assurance building.

It should however be noted that ECA, in its 2018 Annual Report, and as a result of its
review of the Commission’s ex-post audits on H2020 observed (among others) that the
Commission methodology for the calculation of the error rate for H2020 could lead to
an understatement of the error rate the extent of which cannot be quantified. As a
result, it introduced recommendation 5.3, accepted by the Commission, to address this
and other observations made in the context of the above-mentioned review. In
response, the Commission committed to adapt its methodology for the calculation of
Horizon 2020 error rate in line to the Court’s observations, starting with the
implementation of the 2020 ex-post audit campaign. In addition, in order to quantify
the understatement, the Commission recalculated the error rate under specific
assumptions and concluded, on average, an increase of the error rate by 0.34%, which
has been used to top up the detected error rate for 2019 (see Annex 10, point 2.1.1.1
for additional details).

Concerning EEPR, there will be a similar adaptation of the methodology for calculation
of the error rate in 2020. DG ENER checked the potential impact of such a change of
methodology: additional calculations under specific assumptions performed this year,
showed and concluded that the impact on this year’s error rate would be minimal and,
both the detected and residual error rates would remain well within a healthy range.

Regarding co-delegations, cross-sub delegations and indirectly managed expenditure,
there are no indications of any element that would impair the assurance.

Regarding the expenditure indirectly managed, there are no indications of any
elements that would impair the assurance. No particular events, issues or weaknesses,
issues that could have a material impact on the assurance have been identified.

B) Fraud prevention, detection and correction

DG ENER's Antifraud Strategy was last revised in 2017 in accordance with the relevant
OLAF and SG guidance, and remains valid until 31 December 2020. The specific

38 Based on the additional calculations and assumptions, the detected error rate increased from 1.12% to
1.7% and the residual error rate increased with only 0.12% (from 0.14 % to 0.26%).
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actions for 2019 were all implemented, except for one action that was made obsolete
by the revision of the Commission Antifraud Strategy. All OLAF requests were serviced
within the deadlines. Awareness was raised through a newsletter dedicated to internal
control and through targeted meetings and information sessions.

The revision of DG ENER Antifraud Strategy is ongoing. The two prerequisites
(evaluation of the outcome of the previous strategy and risk assessment) were
fulfilled. The process for updating the Antifraud Strategy continues in order to take into
account the changes introduced by the new Commission Antifraud Strategy and the
associated guidance where relevant.

There were no new financial recommendations from OLAF. In 2019, DG ENER
registered the closure of one financial and two non-financial recommendations. The
implementation of one further financial recommendation is ongoing.

In 2019, DG ENER sent one new case to OLAF for investigation. As of 31 December
2019, this case remained open. One further case was referred to the OLAF at the
beginning of 2020.

C) Other control objectives

The general control “Safeguarding of assets and information” and “Reliablity of
reporting” are relevant for DG ENER.

Safeguarding of assets relates to the management of assets and information within
‘Euratom Safeguards’ activity and to the assurance to give with regard to specific off-
balance sheet items. DG ENER's current procedures and controls are considered as
robust and effective.

The reliability of reporting relates to the information received from the entrusted
entities (FAE Joint Undertaking, EBRD, CPMA and SIEA). The information received is
compliant with the applicable guidance. DG ENER concludes that overall the
information and reporting are reliable and adequate for drawing assurance conclusions.

2.1.1.2 Efficiency

The assessment of the most relevant key indicators and control results for DG ENER
shows that DG ENER is compliant with the rules and efficient in the budget execution.

As regards the execution of its ex-post audits, DG ENER relies on the Common
Implementation Centre for research programmes and on its own residual audit
capacity for the EEPR and TEN-E programmes. In both cases, the outlook of audit
implementation is broadly positive.

In 2019, DG ENER took a better consideration of the risks when establishing its yearly
ex-post audit plan as regards expenditure under direct management (EEPR and TEN-E
programmes). This more strategic approach includes initiatives to improve the
efficiency of financial management. As regards expenditure under indirect
management, DG ENER maintains a continuous risk management process for two of its
programmes (NDAP and ITER/F4E) and updated its risk assessment supporting the
control strategy for decentralised agencies. In addition, DG ENER relies on indicators
related to the efficiency of its supervisory controls.

For the NDAP, the performance was assessed as generally appropriate. DG ENER found
the entrusted bodies effective and efficient in the discharge of their duties.
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The supervisory controls towards F4E and the administration of the Euratom
contribution were efficient and delivered the expected results.

For both activities, DG ENER found the quality of the management information
reported in 2019 sufficient for concluding on assurance.

2.1.1.3 Economy

DG ENER updated its assessment of the cost of controls in 2019. The cost of controls
remain stable and proportionate to the needs.

Ex-ante controls contribute to the achievement of the policy and operational objectives
and provide an assurance that the projects are running adequately. Ex-post controls
have a positive deterrent effect within the programme, which will foster system
improvements and a better compliance with regulatory provisions.

The increasing relative costs reported regarding grants under direct management
should be looked at considering two aspects. On the one hand, FP7 is in its final stage
and the amount of payments made is decreasing at a faster pace than the control
activity. On the other hand, these controls cover more than the modest amount of
expenditure for H2020, which is directly managed by DG ENER. For the EEPR
programme, costs increase but remain under control due to the focus on a limited
number of large size projects.

The costs related to financial and supervisory controls for both the F4E JU and ACER
are stable and remain low, largely under 1%. The costs exposed by the entities for the
management of the entrusted tasks remain stable.

2.1.1.4 Conclusion on the cost-effectiveness of
controls

Based on the most relevant key indicators and control results, DG ENER has assessed
the effectiveness, efficiency and economy of its control system and reached a positive
conclusion on the cost-effectiveness of the controls for which it is responsible.

The efficiency and the effectiveness of the controls are, as a whole, supported by
quantitative and qualitative benefits, identified for the relevant stages of the process,
the costs of the controls remain overall low and the higher cost items are justified by
objective needs or by specific circumstances, thus providing a positive impact on the
assurance.

The strong controls are instrumental to maintain the programme on track in terms of
schedule and budget. Tangible results are visible.

In conclusion, DG ENER considers that the current control system represents a good
balance between the invested efforts (internal control costs and remuneration fees),
the obtained error rates (effectiveness of controls) and delivery of objectives
(efficiency).

2.1.2 Audit observations and recommendations

This section sets out the observations, opinions and conclusions reported by auditors.
The limited conclusion of the Internal Auditor on the state of internal control is
reported in Annex 11, section 2.1.2.1. Summaries of the management measures taken
in response to the audit recommendations are also included, together with an
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assessment of the likely material impact of the findings on the achievement of the
internal control objectives, and therefore on management's assurance. Please refer to
Annex 11, section 2.1.2.1 for the list of IAS audit reports issued in 2019 and follow-
ups of previous IAS audit reports.

During 2019, the Internal Audit Service completed one audit for DG ENER*°, on the
implementation of the control strategy for the Nuclear Decommissioning Assistance
Programmes in Lithuania, Slovakia and Bulgaria. The final audit report praised the
ongoing efforts of DG ENER to ensure the success of these programmes. Nevertheless,
the auditors noted a weakness (rated “Very Important” by the IAS*) in the process for
clearing pre-financing that concerns the use of non-audited financial statements. The
responsible units** prepared an action plan*? to implement the necessary additional
controls in the course of 2020. The action plan was agreed by IAS.

In addition, the Director-General is regularly informed of the conclusions and the main
recommendations stemming from the work of the auditors.

In the context of DAS 2018, the European Court of Auditors assessed Energy as part of
the Competitiveness for Growth and Jobs chapter. It concluded for the whole chapter
that the testing of transactions indicates that the most likely error present in the
population is 2 %, compared to 4.2% in 2017.

The European Court of Auditors addressed three special reports to DG ENER in the
reporting period:

Name of the Special report Date of Outline of the conclusions
ublication

SR 08/2019: Wind and solar June 2019 EU actions contributed effectively to reaching the

power for electricity objectives of the Ecodesign and Energy Labelling
generation: significant action policy, but that effectiveness was reduced by
needed if EU targets to be significant delays in the regulatory process and
met non-compliance by manufacturers and retailers.

There is a need for improvements to the regulatory
process and the way the impact of the policy is
measured, as well as actions to facilitate exchange
of information between Market Surveillance
Authorities and to improve compliance with the

policy.

SR 01/2020: EU action on January
Ecodesign and Energy 2020
Labelling: important

contribution to greater

energy efficiency reduced by

significant delays and non-

compliance

The report assessed the progress made by the EU
and the Member States towards the 2020
renewables targets and examined the effectiveness
of their measures to that end. There was a
significant progress, beginning in 2005, which was
followed by a deceleration in both sectors after
2014. For half of the EU Member States, meeting
the 2020 targets will be a challenge. The
Commission was recommended to continue to help
Member States support further deployment — by
organising auctions, promoting citizen participation
and improving the conditions for deployment,
including resolving grid insufficiencies.

39 Ares(2020)177149

4 DG ENER disagreed with classifying the related risk as “High” and the finding as “Very Important”, as
documented in its comments to the Final Audit Report. Nevertheless, it accepted the rating of the finding.

41 Unit ENER.D.2 (supervising the NDAP programme) and Unit DDG2.01 (financial support to the NDAP)

42 Ares(2020)623774
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SR 03/2020: The Commission | February
contributes to nuclear safety 2020

in the EU, but updates

required

Overall the Commission used its competences well
and contributed to nuclear safety in the EU. The
recommendations focus on the Commission’s role
in  monitoring the transposition of Euratom
directives, the framework under which it issues the
opinions on nuclear investments, and the approach
it applies when preparing the opinions and carrying

out verifications of radioactivity monitoring
facilities.

In the annual audit on the European Research Joint Undertakings (JU), ECA reported
unqualified opinions on both the reliability of the accounts and the legality and
regularity of transactions for the F4E JU, considering that the transactions underlying
the annual accounts of the JU for the year ending 31 December 2018 are, in all
material respects, legal and regular.

In 2019, DG ENER was responsible for the implementation of nine recommendations
stemming from ECA special reports and two recommendations from the discharge
resolutions of the European Parliament and Council. A follow-up exercise was
performed in the first quarter of 2020 that observed that two ECA recommendations
and the two Council recommendation could be closed. There are no overdue
recommendations.

Annex 11, section 2.1.2.2 provides a comprehensive overview of ECA audits and the
follow-up of recommendations.

Conclusion on audit observations and recommendations

Overall, internal and external audit work contributes significantly to the continuous
improvement in DG ENER systems and operations. The IAS and the Court of Auditors
findings and recommendations are subject to a systematic follow up by the
Directorate-General.

Although these audits resulted in key findings, it is noted that all accepted very
important recommendations issued by the IAS have led to specific action plans being
drafted to address the underlying issues. Recommendations issued by the Court of
Auditors and by the Discharge Authority were also systematically addressed.

The current residual risk from the audit recommendations remaining open in DG ENER
does not impair the declaration of assurance.

In its conclusion on the state of internal control in DG ENER?*?, the IAS stated that the
internal control systems in place for audited processes are effective, except for the
observation giving rise to the very important recommendation in relation to the 2019
audit on the implementation of the control strategy for the NDAP programme®*.

2.1.3 Assessment of the effectiveness of internal
control systems

The Commission has adopted an Internal Control Framework based on international
good practice, to ensure the achievement of its policy and management objectives.
Compliance with the internal control framework is a compulsory requirement.

43 Ares(2020)936767
“* The recommendation will be addressed, in line with the agreed action plan, in the first half of 2020.
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DG ENER uses the organisational structure and the internal control systems suited to
achieving its policy and internal control objectives in accordance with the internal
control principles and has due regard to the risks associated with the environment in
which it operates.

In 2019, DG ENER continued to develop and adapt its organisational structure, internal
processes and systems suited to achieving its policy and necessary to ensure
operational efficiency and alignment with the Internal Control Framework of the
Commission. It has due regard to the risks associated with the environment in which it
operates. To enhance management oversight, DG ENER established a Control Board
and a joint IT steering committee for Brussels and Luxembourg at senior management
level.

Based on the methodology and information sources described in Annex 11 of the 2019
AAR, DG ENER has assessed its internal control system during the reporting year and
has concluded that it is effective; the components and principles are present and
functioning well overall. There are ongoing improvements in the areas of accounting
treatment of clearing pre-financing, business continuity planning and IT governance.

Overall, the assessment established that the internal control system of DG ENER
provides reasonable assurance concerning the achievement of operational objectives,
the legality and regularity of the underlying transactions and that the resources have
been used for their intended purpose and in accordance with the principles of sound
financial management.

2.1.4 Conclusions on the assurance

This section reviews the assessment of the elements already reported above (in
Sections 2.1.1, 2.1.2 and 2.1.3), and the sub-conclusions already reached. It draws an
overall conclusion to support the declaration of assurance and whether it should be
qualified with reservations.

The audit results, the internal control assessment and the control indicators do not
reveal any significant weaknesses and do not fulfil any of the materiality criteria laid
down in Annex 4.

The information on financial management and internal control stems from
management and auditors as listed in section 2.1.2. These reports result from a
systematic analysis of the evidence available. This approach provides sufficient
guarantees as to the completeness and reliability of the information reported and
results in a comprehensive coverage of the budget delegated DG ENER.

Overall, the controls carried out by DG ENER for the management of the budget,
whether implemented directly or indirectly, were effective, efficient and economical for
the reporting year. The resources assigned in 2019 to the activities described in this
report were used for their intended purpose and in accordance with the principles of
sound financial management. The control procedures put in place give the necessary
guarantees concerning the legality and regularity of the underlying transactions,
safeguarding of assets and information and the prevention, detection and correction of
fraud and irregularities.

The conservative assessment of the authorising officer by delegation concerning the
amount of relevant expenditure during the year not in conformity with the applicable
contractual and regulatory provisions at the time the payment estimates the overall
amount at risk at closure at EUR 0.88 million or less than 0.1% of the relevant 2019
expenditure.
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DG ENER updated its anti-fraud strategy in 2017, based on a specific assessment of its
fraud risk. The relevant actions for 2019 are considered as fully implemented, except
for the revision of the antifraud strategy that was aligned with the revised guidance
and will be completed in the first half of 2020.

Regarding directly managed expenditure, DG ENER has a limited exposure to FP7 and
H2020.

Regarding indirectly managed expenditure, there is no indication of any element that
would impair the assurance. The information received from F4E, from the executive
agencies INEA and EASME, from the NDAP entrusted entities and from ACER is
considered as adequate and reliable.

DG ENER identified four risks for 2019 that will be monitored by the Control Board in
2020. Action plans to reduce or mitigate these risks were adopted and being
implemented by the responsible Directorates. The risk related to the ITER project,
identified in 2018, remains valid for 2019. It is important to note however that no
event materialised during the reporting year in relation to this project that would
impair DG ENER's declaration of assurance.

DG ENER assessed its internal control systems and concluded that the internal control
framework (ICF) is implemented and functioning as intended. Some improvements
were identified, most notably concerning the process of accounting for pre-financed,
the completion of business continuity preparations in Luxembourg and the IT
governance structure. DG ENER identified the necessary corrective actions, which will
be implemented in 2020.

DG ENER does not consider that the recommendations issued in 2019 by the Court of
Auditors and by the IAS have a material impact on the declaration of assurance of
DG ENER. The recommendations issued by the IAS have led to specific action plans
addressing the underlying issues and are duly reflected in the assessment of the
internal control system. The key recommendations resulting from previous audits were
implemented. The outstanding recommendations do not impair the assurance.

The reservation on FP7, common to the Research Family, is no longer maintained due
to the very low level of payments for these legacy projects. Consequently, DG ENER
has lifted the reservation on the Seventh Research Framework Programme (FP7)
overpayments following the newly introduced de-minimis rule, based on which the
overall FP7 payments are well below 5% of the total payments of DG ENER (i.e. only
1.39%) and the relevant expenditure affected is less than EUR 5 million (i.e. only EUR
0.75 million).

Indeed, DG ENER assessment on legality and regularity for FP7 returns a level of
detected error which appears to be ‘persistently high’ over the years in terms of
potential financial impact (exposure). Given the inherent risk related to a key modality
of the programme (notably grants system's reimbursement mechanism based on
eligible actual costs and the related risk of errors in the costs reimbursement claims
submitted by the beneficiaries), the residual error is expected to remain above 2%, as
well as the programme's estimated overall amount at risk at closure by the end of its
lifecycle. However, the impact of this amount at risk on the overall materiality at DG
level remains limited.

DG ENER implements appropriate ex-ante and ex-post controls, to the extent that they
remain cost-effective and supports the other programme objectives and financial
management. Besides, the legal framework for FP7 can no longer be modified as all
grant agreements have been signed. Radical simplifications to reduce errors (and to
help achieve other policy objectives) were however introduced in Horizon 2020.
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Regarding the directly managed EEPR programme, the residual error rate and the
amount at risk are not material as regard assurance building.

In relation to the recommendations issued in 2019 by ECA and the IAS, none are
considered to have a material impact on the declaration of assurance of DG ENER. All
accepted recommendations issued by the IAS have led to specific action plans
addressing the underlying issues. Moreover, recommendations issued by ECA and by
the Discharge Authority were also addressed. The current residual risk from the audit
recommendations remaining open for DG ENER does not impair the declaration of
assurance.

Therefore, under the prevailing risk environment and from a managerial point of view,
DG ENER's authorising officer by delegation can sign the Declaration.

Overall Conclusion

In conclusion, management has reasonable assurance that, overall, suitable controls
are in place and working as intended; risks are being appropriately monitored and
mitigated; and necessary improvements and reinforcements are being implemented.
The Director General, in his capacity as Authorising Officer by Delegation has signed
the Declaration of Assurance.

2.1.5 Declaration of Assurance
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DECLARATION OF ASSURANCE

I, the undersigned,
Director-General of DG ENER, in my capacity as authorising officer by delegation
Declare that the information contained in this report gives a true and fair view*.

State that I have reasonable assurance that the resources assigned to the activities
described in this report have been used for their intended purpose and in accordance
with the principles of sound financial management, and that the control procedures put
in place give the necessary guarantees concerning the legality and regularity of the
underlying transactions.

This reasonable assurance is based on my own judgement and on the information at
my disposal, such as the results of the self-assessment, ex-post controls, the limited
conclusion of the Internal Audit Service, the observations of the Internal Audit Service
and the lessons learnt from the reports of the Court of Auditors for years prior to the
year of this declaration.

Confirm that I am not aware of anything not reported here which could harm the
interests of the institution or those of the Commission.

Brussels, date

Ditte JUUL JORGENSEN

45> True and fair in this context means a reliable, complete and correct view on the state of affairs in the DG.
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2.2 Other organisational management dimensions

For an extensive reporting on all components, please refer to Annex 2.

2.2.1 Human resource management

In 2019, DG ENER kept aligning its resources and technical expertise to its main
activities and priorities in the framework of the Clean Energy package as well as
ensuring a proper enforcement and implementation of legislative proposals. As energy
policy is a central element in the European Green Deal, DG ENER has also mobilised its
resources to contribute to the new Commission priorities.

In 2020, DG ENER will work to deliver on the Green Deal Agenda, preparing proposals
in the fields of energy efficiency, renewable energy, market design and governance
and ensuring significant follow-up activities, particularly as far as NCEP*® are
concerned. In addition, DG ENER will launch several new initiatives that will cover the
five dimensions of the Energy Union.

Moreover, legal obligations related to the nuclear domain are still increasing while the
impact of the Brexit is still unclear. Therefore, a close monitoring of the resource
allocation in 2020 will be of utmost importance in the nuclear domain as well.

A key development in 2019 was the appointment of a new Director-General as from
August 2019. In addition, some organisational changes took place: the creation of Unit
ENER.0O1 in charge of HR and internal communication and the split of the energy
efficiency unit in two units*” in order to increase clarity of tasks and efficiency of the
delivering.

In 2019, DG ENER appointed one additional female middle manager, reaching a total
number of five since 2017 of women newly appointed in middle management function.

Replacement of outgoing staff mainly in the nuclear domain (due to retirements)
remains carefully managed. In 2019, the laureates of the EPSO AD specialised
competition on nuclear energy covered the needs. An analysis has shown a need for a
new specialist competition at AST level for this category of staff.

DG ENER 2018 staff survey results showed a significant improvement of overall staff
engagement - 70% compared to 59% in 2016, the most significant in the Commission.
A draft action plan has been prepared and several actions have already been
undertaken, e.g. an ENER weekly newsletter has been launched, Heads of units are
invited to management meetings, the minutes of the meetings are distributed and
video debriefing is published on the Intranet. In addition, a steering team of voluntary
colleagues has been set up in order to ensure inclusion and communication. A
questionnaire has been addressed to all staff to get a more precise view on open
issues within the DG. Results of staff survey and questionnaire have been discussed
and analysed by the steering team and the managers during a specific seminar. A
presentation to all staff during an open forum (including Luxembourg and Brussels
sites) was organised. Staff has voted to identify priorities of issues requiring actions.
Regular staff forum will be organised in 2020 to continue reporting and prioritising.
Transparency and two-way communication with staff is particularly important.

46 National Climate and Energy Plans.
47 Respectively ENER.C.3 “Energy efficiency, policy and financing” and ENER.C.4 “Energy efficiency, buildings
and products”.
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2.2.2 Better regulation

DG ENER is fully committed to fostering a Better Regulation culture and implementing
the Better Regulation Guidelines.

In terms of strengthening DG ENER's horizontal preparedness for ensuring robust and
sound, better regulation, the analytical tools of the DG were continuously improved
through the work of Directorate A. For example, statistical country data sheets and
Energy Union indicator tools were released during 2019 and widely used within the DG
especially for the preparation of the work under the European Semester. Cooperation
with Eurostat and the JRC was ongoing and delivering well despite the official
expiration of the memorandum of understanding with the JRC.

2.2.3 Information management aspects
a. IT Governance

A joint IT Steering Committee (ITSC) was established for the Brussels and Luxembourg
sites, which is expected to bring efficiency gains and synergies and to allow experience
and knowledge sharing. The first meeting of the joint ITSC took place on 5 December
2019. A subsequent meeting is scheduled for first semester of 2020.

b. Information management

In October 2016, the College adopted the European Commission corporate strategy on
Information Management, which states that data and information are to be considered
as strategic assets by DGs and should be complete, reliable, relevant and easy to
retrieve (Strategic Plan Indicator 1). DG ENER has strengthened its efforts in 2019 and
has reached its target of reducing the number of registered documents that are not
filed, which is now below 2% [1.66%]. The regular monitoring carried out by the
Centre d’Administration des Documents (CAD) of DG ENER throughout the year was
key to achieve these results. These efforts will be pursued in 2020 in order to reach
the target of 1%.

The strategy also establishes that data, information and knowledge should be shared
as widely as possible within the Commission“®. This should be done unless there are
legal requirements or clear justifications for access to be restricted, in which case
those restrictions should be enforced rigorously and uniformly.

Since June 2013, EURATOM Restricted Documents have been registered in a specific
document management system (MEDOR). In the context of the rationalisation process
underway, the Safeguards applications are progressively improved to directly register
and store the documents they produce in the Documents Repository. This integration
started in 2017 and continued in 2019.

c. Data protection

DG ENER undertook a series of actions to align its procedures with the new
requirements set out in the Regulation (EU) 2018/1725 on the protection of natural
persons with regard to processing of personal data by EU institutions. Awareness
raising and promotion of data protection principles and obligations are in the focus of
DG ENER’s data protection strategy, encompassing tailor made presentations to units
and directorates.

48 Strategic Plan Indicators 2 and 3
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DG ENER has established a Data Protection Network of contact points at Directorates’
level to ensure a consistent approach to data protection matters throughout all DG
ENER directorates. The network also serves as contact point for the Data Protection
Coordinator (DPC) regarding dissemination of information related to data protection
matters. Furthermore, a data protection devoted intranet page was created with
hands-on information®.

Under the former data protection rules, DG ENER had notified to the DPO 11 business
processes, which required the processing of personal data. Seven of them - covered by
corporate records - will be archived once the corporate records will be published. One
was converted into a record and three have been under review. Additionally, two
records were newly created and notified to the DPO. In the context of taking stock of
processing operations and keeping their records up-to-date, operational data
controllers always assessed compliance of their processing operations with general
principles®, in particular as regards lawfulness, data minimisation and storage
limitation.

No personal data processing activities, for which a Data protection Impact Assessment
(DPIA) is required, were identified. Privacy statements have been regularly updated or
newly created. Privacy statements are brought to the attention of data subjects at the
moment of collection of personal data (e.g. online registration, links etc.). A need for
restrictions to data subjects’ rights was not established.

DG ENER identified possible joint controllership for particular personal data processing
operation with the Research and Innovation Family Directorates of the Commission,
Executive Agencies and Joint Undertakings regarding the management of research
projects. In this context, DG ENER has participated in the working group of the
Common Implementation Centre (CIC) Executive Committee. This established group
provided recommendations on possible joint controllership for personal data processing
operations in the "Funding and Tenders Portal".

Finally, DG ENER reported to the European Commission’s DPO on the state of
compliance in DG ENER with the new data protection rules as established in Regulation
(EU) 2018/1725 by providing a duly completed questionnaire on the implementation of
Commission’s Data Protection Action Plan>.

2.2.4 External communication activities

Concerning external communication activities, 2019 was a transition year for DG ENER.
In the context of the European elections and of the growing concern in the society
about climate change, DG ENER gave a new orientation to its communication activities.
Indeed, while until 2018, DG ENER has mainly been communicating to stakeholders at
a period when policymakers were seeking to finalise the new legislative framework
provided by the Clean energy for all Europeans package, the main objective of the
2019 communication strategy was to communicate more towards citizens, underlining
in particular why EU energy policy rules are important for us all and affect our
everyday lives. The time has come to tell the citizens what is in the package for them.
These efforts started in 2019 and will be enhanced in 2020 in the context of the
European Green Deal. DG ENER makes sure that its activities are in line with the
corporate guidelines, notably as to evaluation with the use of the key performance

49 e.g. models on privacy statement on various types of processing, info on how to carry out compliant data
processing operations and information on data protection training, etc.

0 Art. 4 Reg. 2018/1725

51 C(2018)7432 final.
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indicators promoted by the Commission’s Communication Network.

The target audiences were not very specific in 2019 and were split into two groups;
stakeholders and citizens. However, a mapping exercise was launched at the end of
the year in order to prepare the new communication strategy covering the all mandate
of the new Commission. DG ENER notably met DG COMM to identify opportunities to
reach young people.

In 2019, DG ENER main communication objectives were the following: Continue
informing and engaging with stakeholders; increase the level of awareness and the
level of understanding of citizens on the EU Energy policy, with a special focus on the
Clean energy for all Europeans package. DG ENER also started working with JRC on
behavioural insights envisaging a future cooperation on this topic.

DG ENER used a mix of communication tools to reach its communication objectives.

The main tool is digital. The initial website, referred to as the “policy site” co-existed
with the new Europa site, referred to as the “info site”. In spite of the fact that the
‘digital transformation’ was in full speed in 2019, the DG ENER policy site had over 1.4
million visits which is higher than in 2018, and the pages on the info site had almost
780.000 visits. According to web statistics for 2019, the average number of visits for
both policy and info site was +/- 184.000 per month. In 2020, DG ENER will continue
improving the structure and the quality of the content, trying to offer more language
versions of the most relevant sections.

DG ENER twitter account contributes to increasing the web traffic by regular posting
and keeps our interested audiences up to date with energy developments and news. In
2019, the account attracted around +/- 700 new followers per month and we reached
33.500 followers in December 2019 (compared to 25.000 in December 2018). For the
first time in 2019, DG ENER used modest amounts of funding to promote certain
tweets. Data shows that this unquestionably enabled us to reach a wider audience and
stimulated a larger rate of engagement.

Events are of major importance to DG ENER for the communication to stakeholders. In
2019, DG ENER was involved in the organisation of a high number of events. Among
the most relevant were: EUSEW 2019 (Brussels), the PCI Energy Days (Brussels), the
12" Annual SET-Plan conference (Bucharest), EU Green Week (Brussels); the 11
Citizens Energy Forum (Dublin), the Energy Infrastructure forum (Copenhagen); the
Open Doors day (Brussels), the 14" European Nuclear Energy forum (Prague); the EU
Energy Day in the margins of the COP25 (Madrid); the Clean Energy for EU Islands
Conference (Split/Hvar). In total, Directorate A has contributed to the organisation of
more than 40 Events at DG level. In April 2019, DG ENER was also involved in the
organisation of a first participatory Citizens’ dialogue on climate change and energy
transition in Ottignies (Belgium).

DG ENER also produced several publications to explain the Clean energy for all
Europeans package in simple terms. A brochure®? was published in July. It is available
in six languages. Several thousand copies of the English version were printed and
distributed during events.

A set of five factsheets on the package were also published on the website in six
language versions.

Finally, in terms of publications, DG ENER continued sending its monthly electronic

>2 ISBN paper: 978-92-79-99843-0

ener_aar_2019_final Page 51 of 53



newsletter to an updated mailing list of around 6,000 subscribers and producing more
technical publications like the annual statistical pocket book ‘EU Energy in figures
2019,

As to audio-visual productions, three short videos on the package were finalised before
summer (used on social media and at events).

DG ENER launched in May a special Eurobarometer survey to assess public opinion on
EU energy policy. The results were published in September (Special Eurobarometer
492 - Europeans’ attitudes on EU energy policy). They provided a factual base for the
definition of the priorities of the new Commission and of DG ENER future
communication strategy.

On a daily basis, DG ENER continued working closely with the SPP contributing to the
drafting of lines to take and providing news, articles and op-eds for publication.

The number of visits to the Visitors’ Centre has increased (around 40 visits with a
focus on EU Energy Policy). The topic is more and more important and interesting for
the groups. Some publications are distributed and written answers are given to
detailed questions.

2.2.5 Examples of planned initiatives to improve
economy and efficiency

In November 2019, the ITER Organization (IO), F4E and Quantum Science and
Technology (QST, the Japanese Domestic Agency), signed a Cooperation Arrangement
in the margins of the 25™ ITER Council. This Arrangement concerns experience gained
by Euratom and Japan through their bilateral collaboration on the JT-60SA tokamak in
Naka, Japan. JT-60SA will be the largest and most sophisticated tokamak in the world,
upgraded with the European support and expertise. This tokamak is the last to be
assembled before ITER; therefore, the experience of assembling it will be invaluable
for minimising risks, assembling ITER, and commissioning it as efficiently as possible.
Through the signature of this Arrangement, F4E and QST have agreed to exchange
knowledge with IO to capitalise on their experience for ITER’s benefit.

A full series of key performance indicators dedicated to the specific monitoring of the
schedule and cost performance have been introduced in 2019 to better monitor the
progress and the efficiency of F4E in delivering the Euratom contribution to the ITER
project. The established monthly dashboard showing the status of newly adopted KPIs
has enabled the Commission to deepen its oversight of F4E. FAE also creates monthly
reports for the Commission on the progress of its contributions to I0 milestones. For
each Governing Board, there is also a status report that includes summaries of the
activities and procurements that are currently being executed.

The Estimate at Completion (EaC) system has been introduced and populated by the
data. It shows overall costs of the project and it is sub-projects and allows to take
managerial decisions. EaC is updated on a monthly basis and presents a summary to
each of the biannual Governing Board meetings. This enables the Governing Board,
and the supporting committees, to monitor the overall financial evolution of the
project. Furthermore, F4E in 2019 has developed a “project booklet”. It provides the
comprehensive overview on the progress of the managed projects/programmes, in
particular the changes in the schedule of the milestones and the evolution of the EaC
(including risks).

The Governance Regulation (Regulation 2018/1999) proposed by the Commission on
the 30 November 2016 was adopted by the co-legislators during the course of 2018
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and entered into force on 24 December 2018. The new Regulation brings together the
existing scattered planning and reporting obligations from the main pieces of EU
legislation across energy, climate and other Energy Union related policy areas and
thereby achieve a major simplification of obligations. It reduces, aligns and updates
such requirements and removes existing duplications.

The streamlined political Governance process between the Commission and Member
States, with close involvement of other EU Institutions, align frequency and timing of
reporting obligations, significantly enhancing transparency and cooperation. Actual
figures of the savings achieved are not yet available as the Regulation entered into
force at the end of 2018 and reporting obligations for Member States will commence in
2021. However, additional benefits in terms of reducing administrative burden in
planning and reporting are expected. In particular, the Commission has estimated in
its impact assessment>? accompanying the legislative proposal a reduction in planning
and reporting costs for Member States of about EUR 1.2 million.

Lastly, DG ENER anticipated the introduction of the public procurement management
tool (PPMT), which helped users at operational level to see the benefits of the new
system, despite the necessary additional learning and training steps. However, PPMT is
a corporate contract management tool where savings will come from using modern
procedures in line with the digital transformation. The initiative was an important step
in the process of familiarising with the newly developed tool for the policy unit involved
but even more importantly for the legal sector of DG ENER. The know-how the latter
gained in the process will serve to provide more efficient support to the units in future.
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