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EU Energy Regulators back the European Commission’s 3rd energy package proposals

· Measures to strengthen the powers and independence of national regulators are substantial

· ERGEG supports the creation of an EU Agency for the Co-operation of Regulators
· EU regulators need to be better empowered to oversee EU network bodies
· Greater co-operation by TSOs at regional level is critical but TSOs must be effectively unbundled and there must be public interest oversight by energy regulators
The European Energy Regulators1 have repeatedly advocated that a comprehensive regulatory framework at EU level is needed to realise Europe’s stated energy objectives of competition, security of supply and sustainability2.  Today the regulators welcome the European Commission’s “third package” of energy legislation.  

ERGEG Chair, Sir John Mogg stated “The Commission’s 3rd package proposals are warmly welcomed.  They complete and complement existing legislation and will, with the political agreement of the European Parliament and Council, set up a vitally important EU energy framework for competition, market integration and investment in infrastructure (the EU grid) to develop.  Creating a level playing field is critical to deliver competitive and efficient energy markets to the benefit of EU consumers”.

European Energy Regulators’ reactions to the key elements of the Commission’s proposals

1. Commenting on the measures proposed for strengthening the powers and independence of national regulators Sir John Mogg said “The Commission’s proposals are substantial in harmonising and leveling up the powers of national regulators.  The proposed independence of the regulators is of central importance in delivering market confidence.  We particularly welcome that regulatory authorities are empowered to monitor unbundling, issue binding decisions, to apply sanctions and to impose measures such as electricity release programmes.”

2. ERGEG supports the creation of an EU Agency for the Co-operation of Energy Regulators (ACER).  In advocating for an EU Agency Sir John commented “Independent and properly empowered regulators at both EU and national level are needed to achieve effective and predictable regulation which is at the heart of competitive markets and the creation of a sound climate for investment.  National arrangements on their own are simply not enough to ensure greater integration of national markets.  ERGEG welcomes an Agency that will be able to efficiently handle all cross border regulatory issues.”  The regulators are willing to contribute to its decision-making process at an early stage. 
3. On the Commission’s proposal for the EU network bodies of TSOs, ERGEG underlines the need for TSOs to be effectively regulated at European level in order to deliver an effective framework for the operation of the EU energy markets. ERGEG calls on the regulatory process between the Commission, TSOs and the EU Agency to be further clarified and improved so as to ensure the wider European public interest are fully addressed3.  

4. The cooperation of TSOs at regional level is useful but not sufficient. ERGEG, which launched the Regional Initiatives4 in order to drive forward regional market integration, notes that the model behind the Regional Initiatives requires that market rules as well as network rules be harmonized. Sir John states “the proposals for greater co-operation by TSOs at regional level are critical so long as TSOs are effectively unbundled and there is effective regulatory control.  How regions are defined and how regional cooperation can be smoothly integrated in the European context and framework will be key.  On this note, we welcome that in the Commission’s proposal the EU Agency shall monitor the regional cooperation of TSOs.”  
5. In its advice to the European Commission, ERGEG advocated that the model required in the 3rd package is in principle ownership unbundling and that there is no justification for less unbundling in gas than in electricity, as the potential for discrimination does not differ.
6. Sir John Mogg calls on the European Parliament and Member States governments to “seize the opportunity to deliver real progress towards the single energy market in Europe by adopting, with urgency, the Commission’s proposals as a sound basis for energy regulation in Europe”.  

Meanwhile ERGEG will continue to drive the development of regional markets through the Regional Initiatives and to improve regulatory co-operation at an international level. 


(see Notes to Editors on next page)
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Notes to Editors:

1. 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. ERGEG is the formal means by which European energy regulators advise the European Commission. www.ergeg.org.  

2. The regulators’ advice was sought by the European Commission in the preparation of the 3rd energy package.  ERGEG’s advice takes the form of a set of six detailed papers (published in June):

· Paper 1: unbundling (C07-SER-13-06-1-PD)

· Paper 2: legal and regulatory framework for a European system of energy regulation (C07-SER-13-06-1-PD)

· Paper 3: network regulation (C07-SER-13-06-1-PD)

· Paper 4: ETSOplus/GIEplus (C07-SER-13-06-1-PD)

· Paper 5: powers and independence of national regulators (C07-SER-13-06-1-PD)

· Paper 6: transparency requirement for Electricity and Gas (C07-SER-13-06-1-PD)

For an overview of this ERGEG’s advice, see the Press Release (PR-07-07) and 3 summary FactSheets:

· FactSheet on the new 3rd package of energy legislation (FS-07-03)

· FactSheet on Unbundling (FS-07-04),

· FactSheet on a European System of Energy Regulation: Regulatory and Network Bodies (FS-07-05). 

ERGEG’s initial response to the European Commission’s Communication “Energy Policy for Europe” (Ref: C06-BM-09-05) was published on 6th February along with an accompanying Press Release (PR-07-04). Visit the ERGEG website (www.ergeg.org). 
3. Draft technical and market codes prepared by the European Network of Transmission System Operators (and the draft 10-year investment plan, as well as the draft annual work programme) will need to be submitted to the Agency before being formally approved and entering into force.

4. The ERGEG Regional Initiatives, launched in spring 2006, create 3 gas and 7 electricity regional energy markets in Europe.  The Regional Initiatives aim to remove barriers to market integration at a regional level, as an interim step to creating a single competitive European electricity and gas market. The Regional Initiatives have been set up in a way that helps ensure that stakeholders are effectively engaged. Under the leadership of the regulators in the region, each region has identified and published their priorities, established a timetable of work and they are delivering concrete results on the ground including greater regional co-operation by TSOs.  The Regional Initiatives not only address network issues (i.e. co-operation by TSOs) but also other barriers to competition such as balancing rules and transparency. The overall objective, however, of the Regional Initiatives remains the complete integration of the EU’s energy market.
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