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PR-07-07

Europe’s new energy legislation – Energy Regulators’ advice in a “six pack” 

The European Energy Regulators1 published their formal advice sought by the European Commission in preparing new energy legislative package.  This takes the form of a set of six papers2 on

(1) unbundling

(2) legal and regulatory framework for a European system of energy regulation

(3) network regulation; 

(4) ETSOplus/GIEplus
(5) powers and independence of national regulators

(6) Transparency requirement for Electricity and Gas – a coordinated approach; and builds upon earlier advice given to the Commission following their 10th January proposals3.
In this advice, ERGEG not only explains what is missing from the existing framework but moreover proposes the specific type of new/amended legislative (e.g. a Transparency Regulation) requirement needed.  

Commenting on the “six pack” of papers, which constitutes ERGEG’s formal input to the European Commission on the 3rd package of legislation, the ERGEG Chair, Sir John Mogg, stated “independent regulatory oversight at national and EU level, and effective unbundling are essential to whatever new framework emerges”.

Main Conclusions of the European Energy Regulators’ advice

1. New energy legislation is needed urgently and should comprise a number of core elements: (1) Ownership unbundling of TSOs; (2) A framework of EU regulation including independent regulators and an independent EU regulatory body; (3) Infrastructure investment and (4) EU network bodies; 

2. Much needed investment is a key driver for regulatory reform.  Facilitating investment is linked on the one hand to the unbundling issue and on the other hand to the development of a stable regulatory framework, whereby efficient investment is overseen by regulators who protect the public interest objective and promote competition.  

3. ERGEG clearly recommends that “ownership unbundling” of transmission should, in principle, be the model required in new EU legislation. Ownership unbundling is required in both electricity and gas.  A Regional System Operator is welcomed for helping market integration but does not resolve the unbundling problems – effective unbundling would have to be a prerequisite.

4. Rather than creating a “single regulator” we propose a European System of Energy Regulation which takes into account the present EU institutional balance (between the Commission, Parliament and Council) which is fully independent but accountable and which builds upon existing structures (the ERGEG arrangements) in terms of the interactions between the national regulators and EU institutions.  
5. ERGEG proposes the legal form and activities of EU network bodies, in the form of ETSOplus and GIEplus.  These bodies must comprise effectively unbundled TSOs, with no interests of affiliates in the competitive areas of the networks.

Three short FactSheets4, available on the ERGEG website (www.ergeg.org), summarise the main points of the 6 papers and provide some answers to key questions under discussion in the European Council and European Parliament.

(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. See ERGEG website:

· 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)
3. On 10th January 2007, the European Commission published a Communication entitled “Energy Policy for Europe” as part of its Strategic Energy Review package.  ERGEG’s response to the European Commission’s Communication “Energy Policy for Europe” (Ref: C06-BM-09-05), 6 February 2007, is published on www.ergeg.org, along with an accompanying Press Release (PR-07-04). Key elements of ERGEG’s advice include:
· High level public interest objectives, defined by the Council and European Parliament, for the secure and efficient operation of an integrated EU grid;

· Obligations on national transmission system operators (TSOs) both: collectively, to develop the technical rules for an integrated EU grid through an appropriate EU-level co-ordinating body; and, individually, to comply with these standards in the development and operation of their networks;

· An upwardly harmonised, minimum level of powers and independence for national regulators;

· A duty on national regulators to oversee the compliance of the individual, national TSOs with the EU standards; as well as a duty to co-operate in cross-border market oversight; 

· An EU-level regulatory body to oversee the activities of the EU TSOs body. This should be achieved by developing the existing arrangements. 

· Effective unbundling, preferably the “ownership unbundling” of transmission assets. Fair and equal access to the networks, as well as appropriate investment incentives on the TSOs, are essential to Europe-wide security of supply. Hence any alternative to ownership unbundling must achieve the same outcome without causing any undue delay. 
4. See ERGEG FactSheet on the new 3rd package of energy legislation (FS-07-03), FactSheet on Unbundling (FS-07-04), and FactSheet on a European System of Energy Regulation: Regulatory and Network Bodies (FS-07-05).
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