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The ACER Bridge to 2025 is built upon on a holistic analysis of Eu-
rope’s energy sector. The actions it sets out reflect regulators’ am-
bition to achieve five key objectives for the Internal Energy Market
(IEM) by 2025:

“+ Establishing liquid, competitive and integrated whole-
sale energy market

“» Enhancing Europe’s security of supply and channelling
the external element of IEM

< Moving to a low carbon society with increased renewa-
bles and smatrt, flexible responsive energy supply

<+ Developing a functioning retail market that benefits
consumers

< Building stakeholder dialogue, cooperation and new
governance arrangements
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Introduction

In the ‘Bridge to 2025, we look be-
yond immediate priorities to identify
the challenges Europe’s energy mar-
kets will face in the coming ten years
in order to inform the energy regulation
agenda. We shall continue to engage
in a dialogue with all energy actors,
including consumers, stakeholders and
European Institutions, to meet future
challenges and take necessary and
appropriate action.

The full implementation of European
energy legislation, including the elec-
tricity and gas Network Codes and the
application of Target Models, to
achieve liquid, interconnected electrici-
ty and gas markets, and consumer
rights, energy efficiency and market
integrity measures, will continue to be
our central priority. We call upon all
energy actors to join us in achieving
the full implementation of the Third
Package measures.

Europe’s energy market in 2025

The energy sector is embarking on a
profound period of change — in how we
produce, consume and transport ener-
gy — designed to promote a more sus-
tainable and efficient energy sector.
2025 will see Europe moving to a low-
carbon society with increased renewa-
ble energy and smart responsive en-

ergy supply.

! Energy Regulation: A Bridge to 2025” Conclusions
Paper, 19 September 2014 - Recommendation of the
Agency for the Cooperation of Energy Regulators No
05/2014 of 19 September 2014 on the regulatory re-
sponse to the future challenges emerging from develop-
ments in the internal energy market

Very real changes will emerge in the
way consumers engage with the mar-
ket and much greater and active in-
volvement of smaller consumers in the
energy (principally electricity) market
will be needed.

We anticipate a major increase in gen-
eration from renewable sources which
will give rise to a much greater need
for flexible response from other sorts
of generating plants and from the de-
mand side itself.

Changes in technology (smart grids,
smart meters) will enable, and em-
power, smaller consumers to help pro-
vide this flexible response. New ser-
vices will help consumers to manage
their energy needs more effectively.

Uncertainty over the size of the future
gas market in Europe will remain, as
will concerns about the security of our
gas supplies. However, there are likely
to be new applications for gas, such as
in transport and in providing fuel for
flexible power generating stations,
which are needed to respond to great-
er levels of non-programmable renew-
able generation.

Architecture to realise the bene-
fits of the Internal Energy Market

We must press ahead even more ur-
gently towards the achievement of a
fully functioning, competitive and well-
interconnected Internal Energy Market
(IEM). The Third Package laid the
foundations to address the regulatory
gap at European level including
through the establishment of the Euro-
pean Networks for Transmission Sys-
tem Operators (ENTSOs) and the
Agency for the Cooperation of Energy
Regulators (the Agency).
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In the time horizon to 2025, the role of
these European bodies will inevitably
evolve and be enhanced in response
to the pace of market integration.

As markets integrate, arrangements
for the oversight and accountability of
these bodies must therefore be suffi-
cient to ensure that the trust of cus-
tomers and other stakeholders is main-
tained. We must similarly assess the
appropriate level of regulatory over-
sight for bodies performing pan-
European functions such as power
exchanges, other market coupling op-
erators, and trading and capacity allo-
cation platforms.

As markets integrate, the need to en-
sure that there is adequate coopera-
tion between the ENTSOs for electrici-
ty and gas will be essential; similarly,
there will be closer interaction of the
wholesale and retail markets and thus
the need for greater cooperation be-
tween distribution system operators
(DSOs) and transmission system op-
erators (TSOs). We make some spe-
cific proposals in this respect and in-
vite the European Commission to en-
hance the cross-fertilisation of infor-
mation, including in respect of electrici-
ty, gas and retail market develop-
ments, to improve awareness across
all segments and sectors of the mar-
ket.

The development of the IEM will also
strengthen interactions with our geo-
graphical neighbours, some of whom
have already committed to adopt the
European Union (EU) energy acquis.
By interacting with their regulatory
bodies, we can help their development
and build appropriate levels of regula-
tory capacity along IEM principles.

Overview of our key proposals

Based on extensive consultation, a
number of regulatory measures are
proposed. They include proposed ac-
tions for the European Commission,
Member States, regulators them-
selves, and for energy market actors
(also consumers).

Key amongst these are the following
proposals:

% to implement fully the Third Pack-
age framework, including neces-
sary network rules based on the
Electricity and Gas Target Models
(including grid connection, system
operation, balancing, system ade-
quacy, gas tariffs, capacity alloca-
tion, gas entry-exit systems) that
will help establish and maintain en-
during liquid and integrated gas
and electricity markets;

% to establish common criteria for a
well-functioning retail market and
develop a Roadmap aimed at com-
petitive, reliable and innovative re-
tail markets by 2025;

% to develop the Gas Target Model to
help manage the uncertainty about
future gas demand and the future
role of gas as another source of
flexible response in the electricity
market;

% to facilitate the development of flex-
ible response, including participa-
tion of the demand side;

< to ensure that the market for new
service providers is not foreclosed
by incumbents (notably monopoly
DSOs);

“ to ensure that consumers continue
to be properly protected as these
changes occur;
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to give consumers further rights
and tools to empower them to par-
ticipate actively in energy markets
(principally through the develop-
ment of the CEER-BEUC 2020
Consumer Vision);

to establish stakeholder panels,
which include stakeholders and
consumer representative bodies,
so as to facilitate discussions on
the future energy market develop-
ments in an holistic way (i.e. across
gas and electricity, and across
segments including wholesale, re-
tail, networks, storage and supply);

to improve the arrangements for
regulatory oversight of the ENTSOs
and other bodies, given their critical
functions under Network Codes
and Commission Guidelines (e.qg.
nominated electricity market opera-
tors - NEMOS);

to promote more formal participa-
tion of certain third country regula-
tory authorities (including Norway)
in the work of the Agency, and for
parallel treatment to be given to
those countries in the work of the
Council for European Energy
Regulators (CEER), including in re-
spect to access to training.

Next steps

These initiatives will be outlined
and developed in the Work Pro-
grammes of the Agency and CEER
and, where necessary, will be rec-
ommended to the European Com-
mission and other relevant actors
for action. Regulators are commit-
ted to developing our proposals in
dialogue and consultation with the
energy sector and to regularly re-
viewing and strengthening the
‘Bridge to 2025'.
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Summary of conclusions

The actions below recap the key recommendations in the “Bridge to 2025” and reflect
five key objectives for the Internal Energy Market (IEM) in 2025 and how to achieve

them:

< Establishing liquid, competitive and integrated wholesale energy markets

< Enhancing Europe’s security of supply and channelling the external element of
the IEM

< Moving to a low carbon society with increased renewables and smart, flexible
responsive energy supply

< Developing a functioning retail market that benefits consumers

< Building stakeholder dialogue, cooperation and new governance arrange-
ments

In recognition of the efforts required, we have differentiated the tasks by the time-
scales for their delivery as follows:

When Cross-sectoral Who
Imminent | Collective action is needed to achieve the implementation of | EU Institu-
-Medium | the Third Package to deliver consumer rights, energy efficien- | tions,

cy and market integrity; to ensure the speedy adoption of ACER,
. . . . . . | NRAs,

Network Codes and Comitology Guidelines in gas and electrici- | 5, energy

ty, where possible, ahead of their entry into force; and to join efforts | ;.iors

to ensure the rapid application of the present Electricity and

Gas Target Models which regulators commit to evolve, as appro-

priate, in consultation with all stakeholders, consumers and EU

Institutions. Gas and electricity sectors’ collaboration should

be improved (in practical ways, including timelines for the organi-

sation of the gas and electricity markets before and after gate clo-

sure, information flows, and European network planning), and co-

operation between the TSOs for gas and electricity intensified.

We propose greater cooperation between DSOs and TSOs. | EC

Recommendations to clarify the distinct roles and responsibilities of

TSOs and DSOs will be made to strengthen cooperation and tech-

nical data exchange between them.

All stakeholders, and in particular consumers, will be as fully | ACER,

involved as possible so as to strengthen consumers’ and oth- | CEER

er stakeholders’ awareness and participation. We shall continue
our dialogue with all energy actors, including consumers, stake-
holders and European Institutions to meet future challenges and
take appropriate action.




We invite the European Commission to ensure the cross-

fertilisation of information, including between electricity, gas
and consumers’ market developments thereby enhancing
awareness of the IEM.

EC

When

Electricity

Who

Imminent -

medium

We commit to deliver liquid and integrated electricity markets
and to:

< improve communication of the benefits of the Electricity Target
Model which consumers can expect;

< promote liquidity and integrations of intraday markets;
< monitor pilots including balancing; and,

< monitor Regional Security Coordination Initiatives (RSCIs) and
whether they need to be strengthened.

ACER,
NRAs

Imminent -

Medium

We commit to developing a regulatory framework promoting com-
petiveness and security of supply and more coordinated and con-
sistent approaches to assessing system adequacy.

We shall advise on the design of interventions (in particular
Capacity Remuneration Mechanisms (CRMs)) and their impact
on the IEM, and develop Recommendations so that the goals of
security of supply and competitive markets are met.

European
Energy
Regulators

Imminent-
Medium

We shall identify good practices in infrastructure regulation to
be shared amongst NRAs in order to support the achievement of a
well-interconnected IEM.

ACER

Imminent

Imminent

Medium

We shall continue to monitor developments of Member States’ Re-
newable Energy Sources (RES) support schemes and work to
bring RES within the market through the Electricity Target Model.

<« We will continue to monitor developments in support
schemes across the EU, building on the Commission’s State
Aid Guidelines and its Public Interventions Package, and will
help to facilitate renewable trading, including through identify-
ing and exchanging good regulatory practices

<« We will seek to bring renewable generation more into the
market through the Electricity Target Model, which will treat all
forms of generation (and demand/storage) on a non-
discriminatory basis. Markets will continue to be monitored to
ensure that market rules do not favour some forms of genera-
tion over others and to assess how best to manage the growth
of non-programmable generation.

European
Energy Re-
gulators

CEER

ACER/NRAs
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Imminent <« We will promote energy efficiency in as much as it falls with- | CEER
in the scope of the regulatory responsibilities of individual Na-
tional Regulatory Authorities (NRAs) (for example in relation to
network losses and tariffs).
Medium - | We will aim to ensure that barriers to the development of flexible | ACER,
Long response are removed and that it can be provided by both the | CEER,
supply and the demand sides on a non-discriminatory basis. In par- NRAs
ticular, an appropriate framework for the evolution Demand Side
Response (DSR) on a non-discriminatory basis will need to be
developed so that DSR can be established as a viable product. To
this end we shall:
Medium < define an action plan to identify and remove (regulatory, tech- | European
nical, legal or market-related) obstacles to the development of | Energy
DSR and to facilitate DSR deployment; Regulators
Imminent - | < develop the concept of “flexible response” to be traded in the | European
Medium electricity market by defining the appropriate regulatory ar- | Energy
rangements to facilitate the development of markets to enable | Regulators
competition between different DSR-options to be developed by
market players;
Imminent - | < explore how trading in flexible response may operate in, or in- | European
Medium teract with, other markets and other mechanisms (e.g. day- | Energy
ahead, intraday and balancing markets and CRMs); Regulators
Imminent < assess the potential benefits of DSR as a key contributor to | European
flexible response; and, Energy
Regulators
Medium < develop an approach for the management (including the col- | European
lection, dissemination and protection) of consumer data, which | Energy
is essential for the development and operation of a market in | Regulators
DSR.

When Gas Who
Imminent - | We recommend to EU Member States that national, regional and MSs
Medium - | EU measures should be developed to mitigate emergency situa-

Long tions.
We recommend measures to be put in place to encourage effi- | CEER
cient use of gas storage and development of storage products.
We shall make proposals to remove barriers (identified) to the | ACER
integration of gas from unconventional sources into the IEM.
Imminent- | We propose that each NRA reviews the progress made towards | ACER,
E"Oe:é“m - | the development of fully functioning wholesale markets based on | NRAS

entry-exit systems to facilitate the development of competition




Medium

For this purpose:

We will refine the Gas Target Model criteria for a well-functioning
market.

Where the criteria for well-functioning wholesale markets are not
met, the NRA should assess whether the evolution of the market(s)
can be expected to ensure that these criteria are met.

In this latter case, the concerned NRA(s) should be invited to pro-
pose a plan by which the target criteria can be achieved (including
the possibility of regional market integration along with a compre-
hensive cost benefit analysis).

We propose that NRAs report periodically on the implementation of
such plans.

ACER

NRAs

NRAs

NRAs

Regulatory arrangements should be developed that facilitate: new
uses of gas; removal of unnecessary regulatory barriers to powers
to gas and other technologies; and, removal of barriers to the
extension of the gas distribution grid to new areas and custom-
ers.

NRAs,
CEER

When

Consumers and retail markets

Who

Medium -
Long

Imminent -

Long

For the well-functioning of retail markets we shall:

< establish common criteria for a well-functioning retail mar-
ket and develop a Roadmap aimed at competitive, reliable
and innovative retail markets by 2025;

< establish key features of retail market design to provide a lev-
el-playing field;

< determine minimum standards to remove market barriers;

< develop guidance to facilitate the phasing out of regulated
end-user prices as soon as practicable; and,

< identify market distortions through effective market monitoring.

CEER

EER

ACER

Imminent -

Medium -
Long

To facilitate more active participation by smaller consumers in
the markets we will:
<« establish a toolbox of good practices to encourage and
empower consumers (through spread of information on new
technologies, on the new opportunities and on the financial
benefits of active participation, and through exploring the po-
tential benefits of a more coordinated approach to smart tech-
nologies;
<« prepare a Roadmap to secure reliable supplier switching
within 24 hours no later than 2025 unless the cost benefit
analysis is negative;
< simplify the comparability of offers available in the market; and,
« develop further and apply the “RASP principles” of CEER

CEER
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2020 Vision into practical actions to enable market develop-
ment across Member States, while protecting and empowering
consumers.

We propose to examine the scope of the potential for retail market
integration at both regional and European levels.

When

DSOs

Who

Medium

CEER will:

< monitor the activities of vertically integrated DSOs to ensure a
level-playing field; will assess the adequacy of the current
rules on business separation against the evolving role of
DSOs;

<« define DSOs functions to facilitate the development of poten-
tially competitive services;

< develop a toolbox for the regulation of DSOs to ensure the
market is not foreclosed; and,

< identify and share good practices of distribution network
tariffs and Guidelines of Good Practices for incentive
schemes.

CEER

When

Governance

Who

Imminent

The European Commission should consider establishing effective
representation for smaller consumers’ organisations (including
through funding).

The Agency, CEER and, where appropriate, NRAs will strengthen
consumers’ and other stakeholders’ involvement by establish-
ing stakeholder panels, including representatives from consumer
organisations, to provide views at a strategic level on future market
developments.

EC

ACER,
CEER &
NRAs

Imminent

Medium

The Agency will develop specific mechanisms to further enhance
cooperation between NRAs.

This may also include proposals for legislative changes to give the
Agency the powers to adopt directly decisions to approve legally
binding instruments in case of EU-wide proposals

ACER

EC

Medium

The European Commission should consider whether new legisla-
tion is required to ensure effective regulatory oversight of the EN-
TSOs, due to their evolving role.

The Agency will further develop detailed advice in 2015.

EC

ACER




Medium

More institutionalised cooperation between ENTSO-E and EN-
TSOG is needed, in particular regarding their work on the Europe-
an network planning and, where appropriate, in the development
and implementation of Codes.

EC

Medium

Medium

It is recommended that the European Commission considers pro-
posing new legislation so that the Agency be empowered to take
decisions directly rather than only in those cases where all NRAs
fail to agree especially in the case of EU-wide proposals — with
clarity on division of responsibilities between regulatory bodies and
with due respect to the European legal framework and subsidiarity.

It is recommended that the Commission considers proposing a
stand-alone Guideline on governance in order to establish clear
common arrangements for all Guidelines related to energy regula-
tion, including in respect of their development, initial drafting and
modification.

EC

EC

Medium

Imminent -
Medium

Imminent -
Medium

The Agency shall undertake an in-depth evaluation of the effective-
ness and efficiency of the framework for the regulatory oversight of
the NEMOs, two years after the entry into force of the CACM
Guidelines and make recommendations to the European Commis-
sion.

EU TSOs bodies should be subject to regulatory oversight by the
Agency on the basis of a specific governance guideline proposed
by the EC.

Bodies with essential EU functions which are not natural monopo-
lies are subject to normal competition rules. However, where com-
petition rules are not effective and there is no foreseeable prospect
of competition developing, it is recommended that a framework of
rules is put in place and there is ex ante regulatory oversight by the
Agency.

ACER

EC

EC

Imminent-
Medium

NRAs from third countries which have concluded agreements with
the European Union committing them to adopt and implement the
EU energy acquis should be allowed to participate in the Agency
and its activities pursuant to its founding Regulation.

We propose that they are allowed to join the Agency’s Working
Groups, as well as being involved in the Regional Initiatives activi-
ties. If the European Commission agrees, the NRAs from these
countries could participate, as observers, in the meetings of the
Board of Regulators.

NRAs from European Economic Area countries, and in particular
Norway, should be able to participate in certain aspects of the
Agency’s activities with immediate effect. Certain other Energy
Community Contracting Parties may also fulfil the conditions for
participation in the near future.

EC/ACER
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The Agency should have a role in monitoring developments inter-
nationally which may impact on the operation of the IEM (for exam-
ple, international gas developments could have a direct impact on
Europe’s supply security and energy prices). This could be includ-
ed in the Agency’s annual Market Monitoring Report.

Imminent - | CEER will offer parallel treatment to NRAs of third countries. CEER
Medium

Where appropriate, CEER will extend its training programme to
include NRAs of Energy Community countries, and will develop
specific courses for non-EU NRAs.

CEER will also examine ways for its members to develop capacity
building arrangements, including twinning programmes (assuming
appropriate European Commission funding is available).

Medium The present checks and balances on the Agency’s decisions | EC
should continue to apply in respect of any new powers it might re-
ceive. In the third package areas, the Agency’s powers and deci-
sions should reflect complementarity of regulatory action at national
and European level including the need for the regulatory decisions
to be subject to a favourable opinion of the Board of Regulators.

If the inter-institutional non-legally-binding “Common Approach”
relating to EU agencies is to be applied to the Agency, it should be
done in a way which preserves its current internal governance
structure and allocation of responsibilities among the Agency’s
bodies, including with respect to decision making and the appoint-
ment of staff, and its regulatory independence.

The Agency costs (which should remain under the scrutiny of the
EU institutions) should be partially funded through fees.

Medium The European Commission should consider proposing new | EC
legislation so that the Agency is given adequate powers to
fulfil its monitoring functions including in respect of infor-
mation gathering in a way that ensures full and effective enforce-
ment.

Medium Should the Agency be granted decision making powers through | EC
new legislation, as we recommended, then appropriate measures
should be put in place to ensure compliance with those decisions
as far as it is legally possible to do so.

For more information:
www.acer.europa.eu

Trg republike 3
1000 Ljubljana, Slovenia
Tel. +386 (0)8 2053 400

Agency for the Cooperation
of Energy Regulators
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