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Press Release (PR-09-05) 

How European Energy Regulators intend to implement the 3rd Package 

· Stakeholder engagement to be reinforced
· Security of Supply remains the regulators’ Number One priority for electricity
· The Regional Initiatives are “pilots” of pan-EU energy solutions
Today the European Energy Regulators1 published their views on how the 3rd Package might be implemented once it is finally agreed. This Conclusions Paper is the result of a public consultation (which included a public hearing in December 2008)2. The consultation was based on the “first reading” text of the 3rd Package negotiations between EU law makers. The regulators will issue a definitive text (in June) only on new second reading changes, if necessary, when the final agreement on the text of the third package has been reached.
Lord Mogg, Chair of ERGEG said “I am confident that the informal trialgoue negotiations -between the European Parliament and the Council, with the Commission as facilitator - will be successful in reaching agreement on the 3rd Package before the current European Parliament’s term comes to a close – otherwise a massive opportunity will be lost.” 
Stakeholders engagement to be reinforced 
Respondents to the consultation endorsed the regulators’ proposals on the accountability of the Agency and of the engagement of stakeholders with the Agency (and with ERGEG in the period before the Agency is in place). ERGEG has refined its public consultation guidelines and now publishes a calendar of future consultations to improve transparency. ERGEG also intends to set up ad hoc expert groups for the development of Framework Guidelines3. 
Lord Mogg said “Our focus has been on the Agency and the EU Network Codes. The Agency will have a dual role: to provide a framework for the cooperation of regulators; and where necessary co-ordinating their actions. 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. Such codes will be developed by the network bodies (ENTSOs) based on Framework Guidelines set by the regulators.”
Security of Supply remains the regulators’ Number One priority for electricity
After consulting in Autumn on what the priorities should be, the regulators have now confirmed their priorities for Framework Guidelines for electricity and gas (see priorities)4. These priorities focus on the key problems that must be tackled in the first set of Network Codes so as to achieve a single, secure and competitive European market.  

Lord Mogg said “The Number One priority in electricity is avoiding a repeat of the 2006 blackout and the current lack of physical capacity (thus the need for Framework Guidelines and binding codes on security and reliability rules).”

Regulators’ next priority is to overcome the current lack of information and to ensure that maximum use is made of the existing capacity of the networks (to be addressed by Framework Guidelines on Grid Connection and Access; Congestion Management and Transparency respectively) – these issues must be addressed both in electricity and in gas.
An end-to-end process involving the Agency and EU Network bodies is required as a next step5.

The Regional Initiatives are “pilots” of pan-EU energy solutions
There was broad support for the regulators’ proposals to enhance coordination at regional and EU level6. The Regional Initiatives7 are “pilots” of potentially pan-EU solutions. ERGEG has now refocused the Regional Initiatives on coordination issues in light of the 3rd Package. 
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Ends (see Note for Editors on next page)

Notes for 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 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.
2. From 21 October 2008 – 31 December 2008 the European Energy Regulators held a public consultation on implementing the 3rd Energy Package (E08-PC-33). It outlined the Regulators initial thinking on how the challenges of implementation might be addressed and, in particular, how stakeholders might engage effectively with the proposed processes. The Conclusions Paper (C09-ADG-04-03) to this consultation is now published (which includes revisions to the ERGEG public consultation guidelines) is based on the “first reading” text. That text has been subject to relatively few changes during recent discussions. The regulators will, if necessary, issue a final text by June to take account of any new points during the “second reading” phase.
3. The 3rd Package envisages the development of cross-border network “codes” (across 11 areas) drafted by the European Networks of Transmission System Operators (ENTSOs) for electricity and for gas respectively. These EU Network Codes will be based on higher level “Framework Guidelines” prepared by the Agency for the Cooperation of Energy Regulators (Agency). The Agency will define the objectives and scope of the network codes in the Framework Guidelines (which ERGEG is already developing).  
4. Work by the TSOs to develop the codes (which may become legally binding) is expected to take some time. Work on the network codes will need to be undertaken in an ordered way, rather than all at once. This Conclusions Papers confirms the regulators’ prioritises for electricity and gas.  
For electricity;

· Priority I: security and reliability rules; interoperability rules; and operational procedures in an emergency;  

· Priority II: grid connection and access rules; capacity allocation and congestion management rules; and transparency rules;

· Priority III: balancing rules including reserve power rules; and data exchange and settlement rules; and

· Priority IV: rules regarding harmonised transportation tariff structures including locational signals and inter-TSO compensation rules; energy efficiency regarding electricity networks.

For gas: the regulators’ priorities are different. In gas, the main concerns are proper access to existing infrastructure, lack of transparency, interoperability and coordination between TSOs. 
· Priority I: capacity allocation and congestion management; transparency; and balancing rules; 

· Priority II: rules regarding harmonised transmission tariff structures; interoperability rules;

· Priority III: security and reliability rules; grid connection and access rules; data exchange (although aspects of this area may have relevance to other, higher priority areas) and settlement rules; rules for trading related to technical and operational provision of network access services and system balancing; and 

· Priority IV: operational procedures in an emergency, energy efficiency regarding gas networks.
5. The Regulators conclude that an end-to-end process for the development of the Network Codes (i.e. from the development of the Framework Guidelines to the agreement and subsequent modification of the Codes) involving the Agency and ENTSOs is required as a next step.
6. The 3rd Package proposals include a regional dimension. 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 in their consultation paper on implementing the 3rd Package 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.
7. 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
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