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The Regional Initiatives: Progress and Prospects 
Joint Conference by the European Commission and ERGEG 
· One year on, the Regional Initiatives are already delivering concrete results 
· Joint conference outlines progress in regions and prospects for the coming months

· Practical solutions to integrating energy markets are expected to deliver more 
· The Commission and ERGEG urge continued support for the Regional Initiatives
One year on from the launch of the Regional Initiatives, today the European Commission and ERGEG1 brought together key players in a joint conference “The Regional Initiatives – Progress and Prospects”.  ERGEG Chair, Sir John Mogg, underlined that “The aim of the Regional Initiatives is to integrate our fragmented national energy markets into regions, as a step towards a single energy market”2. 

How do the Regional Initiatives fit in with other policy initiatives? 

Explaining how the Regional Initiatives fit in with the Commission’s Strategic Energy Review proposals and the findings of the Sector Inquiry, Commissioner Piebalgs described the Regional Initiatives as “a practical vehicle for progress towards a single energy market”.  Sir John Mogg stated “The Regional Initiatives are not a substitute for the establishment of the right legal and institutional framework but they have the potential to deliver real benefits now if all stakeholders engage effectively.”  
Energy Commissioner Piebalgs confirmed “There is already evidence of enhanced market integration in the regions.  We all have a strong interest in ensuring this continued success.”  

Stakeholder input and support is crucial3 
The conference participants looked to the Member States to give their full political engagement to the Regional Initiatives and for the commitment of network operators on the ground to continue, particularly now as we identify solutions that need to be implemented.  Market players also need to take the opportunity offered by the Regional Initiatives to drive forward change in the EU’s energy markets.

Key Results so far4
Priorities have been identified and action plans developed in the 7 electricity and 3 gas regions - the next step is to ensure actions are taken forward by the appropriate party so as to deliver work plans.  The focus is on developing practical proposals which aim to remove barriers to trade and facilitate market integration, such as improved transparency of information due to better monitoring and better managing congestion and cross border electricity flows at borders.  
Already (since November 2006) “tri-market coupling” has been established between Belgium, France and Netherlands – linking 3 major electricity markets which account for ¼ of the EU’s electricity production.  In the coming months bottlenecks on a number of other electricity borders will also be better managed, allowing different products to be traded with different durations from yearly down to intra-day timeframes5.  
In gas there has been work on transparency, interconnection, interoperability and hubs across the 3 regions6.  One example is the development of a pilot project introducing day-ahead capacity auctions at two important North-West European gas interconnection points.  This project will allow gas to move more effectively between Denmark, Germany and the Netherlands.   

(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.  The 2006 Annual Report of the European Energy Regulators, covering the activities of both the CEER and ERGEG, is published on the websites of the ERGEG (www.ergeg.org) and of the Council of European Energy Regulators (www.ceer-eu.org).
2. 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 lack of market integration of the national electricity and gas markets was identified in the European Commission’s Sector Inquiry as a barrier to a competitive European energy market.
3. 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 initiated work.  Visit the Regional Initiative section of the ERGEG website (www.ergeg.org) to see how to become an “Online Subscriber” to news from your selected regions of the Regional Initiatives. 

4. The “ERGEG Regional Initiatives Annual Report – Progress and Prospects”, launched at the conference, details the progress in the 7 electricity and 3 gas regions.  This Annual Report, an accompanying Fact Sheet and proceedings from the Regional Initiatives conference are available in the Regional Initiatives folder of the ERGEG website (www.ergeg.org).

5. Examples of improvements in congestion management in the electricity regions include:
· Central West: Tri-lateral market coupling now exists between Belgium, France and the Netherlands and by July 2007 there will be a study on how to implement day-ahead flow based market coupling in the entire Central-West region. 

· Central-East: A flow-based coordinated congestion management system will be in test operation from July-October 2007 - the system will be fully operational by the end of 2007.
· Central-South: Since 1 January, coordinated explicit auctions have been implemented at the main interconnections points in the region. Guidelines for a flow-based coordinated explicit auction for long-term physical transmission rights allocation and for a market-coupling approach in daily congestion management in the Central South region are also expected in the next months. 
· France-UK & Ireland: The reserve price for auctioning capacity on the French-UK interconnector has been effectively removed. By July 2007 there will be a final design for a model to introduce a declaration process, netting and secondary trading.
· Northern: Day-ahead market coupling on the Danish-German and on the Norwegian-Dutch interconnectors should begin in October 2007.

· South West: The Iberian spot market will be implemented in the first half of 2007, through coordinated congestion management based on market splitting and explicit auctions.

· Baltic: Congestion is not a problem within the Baltic region.
6. Examples of progress in the other gas regions include:
· South: Studies on new gas interconnector needs (for the 2007-2015 period), on transparency and on interoperability within the next few months.

· South–South East: There is already improved transparency due to regulator monitoring and accelerated progress in concluding operational balancing agreements at interconnectors. 
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