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Dépôt légal:

EURELECTRIC is the voice of the electricity industry in Europe.

We speak for more than 3,500 companies in power generation, distribution, and supply.

We Stand For:

Carbon-neutral electricity by 2050

We have committed to making Europe’s electricity cleaner. To deliver, we need to make use of all low-carbon technologies: more renewables, but
also clean coal and gas, and nuclear. Efficient electric technologies in transport and buildings, combined with the development of smart grids and a
major push in energy efficiency play a key role in reducing fossil fuel consumption and making our electricity more sustainable.

Competitive electricity for our customers

We support well-functioning, distortion-free energy and carbon markets as the best way to produce electricity and reduce emissions cost-efficiently.
Integrated EU-wide electricity and gas markets are also crucial to offer our customers the full benefits of liberalisation: they ensure the best use of
generation resources, improve security of supply, allow full EU-wide competition, and increase customer choice.

Continent-wide electricity through a coherent European approach

Europe’s energy and climate challenges can only be solved by European – or even global – policies, not incoherent national measures. Such policies
should complement, not contradict each other: coherent and integrated approaches reduce costs. This will encourage effective investment to ensure
a sustainable and reliable electricity supply for Europe’s businesses and consumers.

EURELECTRIC. Electricity for Europe.
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KEY MESSAGES

 EURELECTRIC believes that extending the tasks and scope of the Energy Community
is over-ambitious until the main task of the Energy Community – creating an
operational regional market as an integral part of the European internal energy
market – is achieved.

 EURELECTRIC fully agrees that it is necessary to improve the investment environment
in the region mainly through higher legal certainty. We recommend incentivising risk
sharing facilities and public support for priority infrastructure.

 As for improving the regulatory framework, the participation of Energy Community
countries in existing institutions and structures, including ACER, ENTSO-E and
ENTSOG, is crucial and should be closely monitored by the European Commission.

 There is a need to shape strategy further by providing dedicated training for key
energy decision-makers within the Energy Community in order to improve
competence and share knowledge and information between the EU member states
and Energy Community members.
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A. Introducing more flexibility in the acquis

The region is characterised by significant heterogeneity in market designs and regulation,
which – although progressing – is not fully in line with the acquis. Cooperation with
governments and stakeholders in the region is thus crucial.

Nevertheless, EURELECTRIC believes that flexibility should not be used as a justification
for not implementing the agreed acquis. Exceptions that would lead to fragmentation of
the market should be avoided. Any exemptions should thus be well justified. Unnecessary
bureaucratisation of procedures and regulatory overstretch should also be avoided.
Difficulties for the EU member states to implement the same acquis and possible changes
to this acquis shall be taken into account. Transparency for all interested stakeholders
about discussions to implement new parts of the acquis is key.

B. Pan-European Single Energy Market

EURELECTRIC believes that:
 until the main task of the Energy Community is achieved – i.e. creating an

operational regional market which should be an integral part of the European
internal energy market – it is over-ambitious to extend the scope;

 broadening any scope of fundamental freedoms will require involving other
ministries and bodies from Contracting Parties as it goes far beyond
responsibilities of the Ministries of Energy. Legally speaking each Contracting
Party has a bilateral agreement with the EU with gradual liberalisation on all four
freedoms. There is no need to duplicate those;

 mechanisms such as demand aggregation for imported energy would limit
competition and we also doubt whether such mechanisms can be considered in
line with the Treaty on the Functioning of the European Union. Art. 101  of the
Treaty seems to explicitly exclude the possibility of arranging common purchasing
mechanisms, considered as incompatible with the internal market, in particular
from the competition point of view.

 There should be an increased focus on achieving the interconnection targets.

C. Expanding the scope of the acquis in the environmental area

EURELECTRIC in principle welcomes the proposal to extend the implementation to the
additional environmental acquis. Where old, low efficiency and highly polluting coal-fired
power plants are currently in operation, their replacement with newer (or refurbished)
more efficient ones would contribute to emissions reduction, at the same time allowing a
wider participation of the private sector in energy infrastructure investments (especially
when gas-fired generation is not readily available, would not be economically viable or
would lead to overdependence on one single fuel source). Nevertheless, a reality check
should be made taking into account the potential resources mix, technical and economic
constraints, social welfare, security of supply (fuel availability and diversification) and
affordability of supply in the different Contracting Parties and derogations allowed where
necessary.
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Obligations under the Association Agreements shall be taken into account. Support of the
EnC Secretariat in discussions with DG Environment regarding the implementation of
these obligations can be useful to encourage authorities in Contracting Parties to advance
the implementation.

D. Ensuring level playing field and fair competition

As the analytical paper points out, the mentioned obligations are already included in the
texts of the respective Association Agreements. Issues that prevent the establishment of
functioning liberalised energy markets and a regional energy market should be addressed
as a priority. However, they are usually beyond the competencies of the Ministries of
Energy and fall under the responsibility of the Ministries of Finance and tax
administrations.

E. Better enforcement and dispute settlement

The question of enforcement is key. We understand that the EnC Secretariat is not
encouraged by the results of the existing mechanism, as they largely depend on
Contracting Parties’ readiness to cooperate and the general political situation. However,
establishing additional arbitrage or court procedures might not be the most efficient
solution.

Financial assistance is already provided under the EU Neighbourhood Policy, subject to
conditionality.

F. Improving investment climate

EURELECTRIC fully agrees that it is necessary to improve the investment environment in
the region mainly through higher legal certainty. A dramatic lack of investments in the
region has characterised the last decades and there is an urgent need to improve
investors’ confidence to attract the necessary investments. Many European electricity
generation and distribution companies already invest in South East Europe, including for
instance CEZ, ENEL, E.ON, PPC, EVN Verbund, and Gas Natural Fenosa. But in an alarming
trend these companies are either leaving, considering leaving or exploring international
arbitration. One of the main reasons is the unstable regulatory framework and the
populist pressure on ‘foreign’ companies investing in the region, resulting in the sudden
introduction of taxes, withdrawal of licenses and other administrative harassment.

In this respect, we believe that improving the legal and regulatory framework should be a
priority. We recommend incentivising risk sharing facilities and public support for priority
infrastructure. Given the current political instability, parallel action is recommended to
improve the regulatory environment while hedging investment risk. For instance, public
private partnerships could leverage public funding and play a crucial role in attracting
private investment. Lending policies should be supported in order to put forward the
necessary investments in due time to ensure the delivery of energy services that are
secure and affordable, in a technology neutral and cost effective way.
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Existing price levels in much of the EnC are not cost-reflective and thus cannot support
new generation investments or responsible customer behavior, e.g. on energy efficiency.
This should change. Energy poverty should be tackled through targeted social policy.
Energy efficiency measures, together with a targeted social policy are an appropriate
response to energy poverty. Vulnerable customers have to be well identified, protected
and supported by tailor-made welfare policies, but not supplied via a general regulated
tariffs approach. The EnC should take the lead in developing a strategy for the region.

Independent regulatory authorities, TSOs, a liberalised market, competition among actors
on a regional and national level should ensure that liberalisation and public service fit
together. In case of power supply failures, analysis should be carried out to identify the
reasons for the failure and the corresponding measures.

The transition to fully transparent costs should be encouraged and accelerated also on
the supply side, so as to ensure that energy markets develop in an economically efficient
way, fully reflecting the true costs of the different resources and technologies.

We agree that the Projects of Energy Community Interest (PECI) definitely deserve more
than just symbolic support, as they stand for the regional integration advocated by the
EU. The implementation of PECIs requires financing, a predictable regulatory framework
and transparent government initiatives in energy. Exploring business cases and the use of
innovative finance through leverage should be the answer, developed in close
cooperation between the EnC, DG ENER and the EIB rather than setting up a dedicated
Energy Community Risk Enhancement Facility. In addition, Contracting Parties can
participate in TYNDPs and in PCIs.

G. Enlarging the Energy Community

We recommend that the EnC stays with their mandate – to create an operational 8th
region energy market. We believe that enlargement of the EnC is premature before this
main goal has been achieved. The focus has to be on solving the most burning regional
and national issues first, especially on governance, the power of regulatory authorities, a
proper energy market, and liberalisation.

H. Cooperation with ACER and ENTSOs

As for improving the regulatory framework, the participation of the EnC countries in
existing institutions and structures, including ACER, ENTSO-E and ENTSOG, is crucial and
should be closely monitored by the European Commission. While the ongoing
cooperation with ENTSO-E functions rather well, launching comprehensive cooperation
with ACER will require enhancing the independence of the national regulators in the
region. In order to be able to integrate the EnC members, ACER and ENTSO-E also need to
be staffed in such a way that this ‘connection’ role can be assumed.

In addition, we would like to highlight the importance of energy education. There is a
need to shape strategy further by providing dedicated training for key energy decision-
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makers within the Energy Community in order to improve competence and share
knowledge and information between the EU member states and the EnC members. In our
paper published in 20141,  EURELECTRIC recommended developing a specific EnC school
for energy regulation or an alternative programme for executive education which could
help improve the qualification of senior staff in government bodies, regulatory
authorities, TSOs, etc. EURELECTRIC has been working together with the Florence School
of Regulation and the EnC on the initiative to set up a dedicated training course.

I. Reforming current Energy Community Institutions

EURELECTRIC believes that:
 whilst there can be a need for coordination of all technical support and

programmes like TAIEX and Twinning financed by the EU for Contracting Parties in
the energy sphere, bureaucratic overstretch should be avoided;

 there should be separate fora for the EnC as their questions are still very different
from what is discussed in existing EU fora;

 he issue of vulnerable customers should be developed within the EnC as one of
the key problems for the region, with respect to all the specifics. We do not
recommend combining it with the London Forum;

 the business community is already well involved in EnC work and discussions. It
could be equally useful to have wider discussions including business as a second
half of the EnC Ministerial Councils;

 addressing national parliaments directly on a bilateral basis to advocate for the
implementation of the acquis has proved more efficient.

Finally, EURELECTRIC recalls that social dialogue is the backbone of industrial relations in
the electricity sector. The role of social partners – trade unions and employer
representatives – is set to become even more important in the Energy Community too.
We therefore encourage the Energy Community to strengthen the relationship between
trade unions and employer representatives across the Contracting Parties.

1 Europe’s 8th Region: Securing investments in the Energy Community, A EURELECTRIC 10-step Action
Plan, November 2014.
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