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Press Release (PR-09-08)  

Implementing the 3rd Package – The Next Steps 
· Regulators take first concrete steps to a cross-border regulatory framework for Europe through ‘pilots’ and end-to-end process for Network Codes
· Stakeholder expertise to be harnessed through “ad hoc Expert Groups”

· Regional approach to establishing a single market to be accelerated

Council’s adoption (yesterday) of the 3rd Package of energy liberalisation laws1 was the final stage in the EU decision-making process on the legislative package.
ERGEG Chair2, Lord Mogg, stated “In adopting the 3rd Package, Member States have made a real political commitment to EU energy market integration. It contains a mix of a top-down approach and the regional step-by-step approach towards a single EU electricity and gas market. The success of the new Agency will be judged on the extent to which there is a truly European dimension to regulators work. The same is also true for the network operators. Today the regulators set out what we see as the Next Steps for implementing the 3rd Package, confirming our commitment to making the 3rd Package measures work.”
Regulators name the “pilots” and set out the end-to-end process for Network Codes
The regulators’ Next Steps paper, published today, reaffirms the original views in the ERGEG (March 2009) Conclusions Paper on how the 3rd Package should be implemented3. Additionally, it names the “pilot” projects for the first EU-wide Network Codes4 and explains how regulators foresee the working arrangements for the new Agency for the Cooperation of Regulators (ACER) and the European Networks of Transmission System Operators (ENTSOs).
Grid connection for electricity, and capacity allocation in respect of new gas infrastructure are named as the two “pilots” to test ERGEG’s envisaged “end-to-end” process for the development of Framework Guidelines and Network Codes. In addition, work will continue on other priority areas. Regulators propose that ACER develops the Framework Guidelines in a two-step process including an initial Impact Assessment and public consultation, and that the ENTSOs undertake an Impact Assessment under the supervision of ACER or the European Commission in developing the (potentially legally binding) Network Codes5.
Stakeholder expertise to be harnessed through “ad hoc Expert Groups” 

In addition to the standard public consultations, the regulators intend to call in expertise and technical knowhow in the development of Framework Guidelines through ad hoc “expert groups” where expert input is required. Expert Groups would comprise a small number of individuals best qualified to provide expertise, and the members should not represent the interest of any organisation or region. 

Lord Mogg said “Our focus has been on ACER, the EU Network Codes and on ensuring the proper engagement of stakeholders. The EU Network Codes, if made binding, can be used to advance the level of convergence of national markets and to tackle some of the problems which prevent the development of competition. Membership of ad hoc expert groups should, where appropriate, include experts from network users, operators and industrial customers.”
Regional approach to the single-EU energy market to be accelerated
European energy regulators consider that the seven electricity and three gas Regional Initiatives6 must be integrated into the overall approach for achieving a single European energy market. The 3rd Package explicitly recognises the advantages of a regional approach. To achieve the full benefit of the ‘top down’ approach in the 3rd Package, and the ‘bottom up’ approach in the ERGEG Regional Initiatives, 

Lord Mogg said: “European energy regulators have implemented enhanced arrangements to ensure co-ordination and to accelerate practical progress towards a single-EU energy market”
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Notes for Editors:

1. The 3rd Package is a complex suite of legislation, comprising five separate acts. The two Directives in electricity and gas must now be transposed into national law by EU Member States, whereas the Regulations (again one for electricity, one for gas, and a 3rd one which creates the new Agency for the Cooperation of Regulators) are directly applicable. The 3rd Package provides for 

(1) the strengthening of powers of national energy regulators, and of consumer rights; 

(2) the creation of an Agency for the Co-operation of Energy Regulators (Agency); 

(3)  the establishment (for the first time) of EU-wide network codes in electricity and gas; 

(4)  regional cooperation obligations on TSOs and Member States and;

(5) for effective unbundling

The 3rd Package will, when implemented in the next 18 months of its formal adoption, put in place a new cross-border energy regulatory framework that should genuinely enable a single-EU energy market to develop.
2. The European Regulators Group for Electricity and Gas (ERGEG) was established by the European Commission in 2003 as its advisory group on internal energy market issues in Europe. The Council of European Energy Regulators (CEER) is the body through which Europe’s national energy regulators voluntarily cooperate. CEER is a “not-for-profit” association under Belgian law. CEER is a preparatory body for the work of ERGEG. See www.energy-regulators.eu.
3. Already in March the European Energy Regulators published their views (to their public consultation) on the how the 3rd Package might be implemented, once the political negotiations on the 3rd Package were complete. The Conclusions Paper (C09-ADG-04-03) to their Autumn 2008 public consultation (E08-PC-33), was based on the first reading text of the European Parliament.  See Press Release PR-09-05. The final stages of the negotiations resulted few changes to the text, none of which were material to our original conclusions in the Conclusions Paper.  
4. The 3rd Package envisages cross-border “Network Codes” (across 11 areas) developed by the European Network of Transmission System Operators (ENTSOs) for electricity and for gas respectively and submitted to the Agency for the Cooperation of Energy Regulators (ACER), within 12 months of the request to the ENTSOs by the European Commission. These EU-wide network codes will be based on higher level “Framework Guidelines” prepared by ACER which will define the objectives and scope of the network codes. Only the Agency can formally consult and prepare Framework Guidelines. As the Agency will not legally be in a position to exercise its tasks until the end of the 18 month “interim period” after the 3rd Package is adopted, it will be Q2 2011 at the earliest before the first Framework Guidelines are adopted. However, to test the efficiency of the process, at least one “pilot” Framework Guideline for electricity and one for gas will be drafted during the interim period. Any work by ERGEG in the interim period should be seen as “input” to the Framework Guidelines.  
5. A major objective of Europe’s energy regulators is to ensure that stakeholders are properly involved and consulted during the development of the Framework Guidelines and the Network Codes. Regulators propose a two-step approach to developing Framework Guidelines; Step 1 is an initial Impact Assessment (IIA)/justification. This would involve identifying the problem, the objectives that correspond to the root cause of that problem and identifying several practical policy options to meet the objectives and selecting one policy option; Step 2 is the drafting of the Framework Guidelines, including a 2-month public consultation period, based on the policy option selected in Step 1. In an effort to improve transparency ERGEG refined its public consultation practices earlier this year including publishing a calendar of future consultations. In order to ensure there is confidence in the independence of ACER, ERGEG will also publish a “statement of principles” on how we will interact with the ENTSOs during the interim period.
6. The ERGEG Regional Initiatives, launched in Spring 2006, created 3 gas and 7 electricity regions in Europe as an interim step to creating single European electricity and gas markets.
Table: Electricity and Gas regions of the Regulators’ Regional Initiatives 

(lead regulator(s) for the region are marked in italics)
	Electricity Regional Initiative (ERI)

	Central-West
	Belgium, France, Germany, Luxembourg and The Netherlands

	Central-East


	Austria, Czech Republic, Germany, Hungary, Poland, Slovakia and Slovenia

	Central-South
	Italy, Austria, France, Germany, Greece and Slovenia

	Northern
	Denmark, Finland, Germany, Norway, Poland and Sweden

	South-West
	Spain, France and Portugal 

	Baltic
	Latvia, Estonia and Lithuania

	France-UK-Ireland
	Great Britain, France, Ireland and Northern Ireland, 

	Gas Regional Initiative (GRI)

	North-West


	The Netherlands, Belgium, Denmark, France, Germany, Great Britain, Ireland, Sweden Northern Ireland and Norway (observer)

	South
	Spain, France and Portugal, 

	South-South East
	Austria, Italy, Bulgaria, Czech Republic, Greece, Hungary, Poland, Romania, Slovakia and Slovenia


7. The 3rd Package proposals include regional obligations on Transmission System Operators, regulators and on Member States. Stakeholders need clarity on the process of co-ordination, how it will work and how they can interact with it during the transition to a single European energy market. The regulators proposed, their Autumn 2008 public consultation (E08-PC-33), a process to enhance co-ordination at regional and EU level, including coordinated work plans of Agency and ENTSOs, and of EU work plans and those developed within the ERGEG Regional Initiatives. ERGEG has already taken steps to enhance the central oversight and co-ordination of the Regional Initiatives through the creation of a Regional Initiatives Working Group. Enhanced mechanisms for monitoring progress to ensure coherence are being implemented.
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