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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 welcomes the Commission’s initiative to foster a European, market-based
approach aimed at promoting growth of renewables in a more cost-efficient and sustainable
way, facilitating demand side participation in the market, and ensuring generation adequacy
and energy supply at competitive prices.

 A profound revision of state intervention policies and a fully-fledged investigation into a new
market design are necessary as the share of variable generation in the electricity system
continues to grow.

 Important actions to be taken include, inter alia, promoting a well-functioning integrated
European electricity market supported by a meaningful CO2 price, integrating renewables
(RES) into the market, moving to more market-based and cost-efficient RES support and
progressively phasing out energy sector subsidies towards 2020 and beyond, taking a holistic
approach to assessing the needs for flexibility and capacity, and establishing a proper
governance process to coordinate the various capacity remuneration mechanisms currently
being discussed.
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EURELECTRIC comments on the European Commission’s Communication on State
Intervention in Electricity Markets1

Preliminary note on the Communication

The Guidance Package on State Intervention falls under a general initiative from the Commission
to launch a debate about the future of energy market design. EURELECTRIC considers that such a
discussion is very relevant and is fully committed to contribute actively to the process.

The adoption of the 20-20-20 energy policy framework and the decarbonisation vision for Europe by
2050 have led to a fundamental transition process with far-reaching impacts on European power markets
and the electricity industry. While one of the prominent achievements of energy policies over the past
years has been an impressive growth of renewables (RES), the power industry is now confronted with a
deep crisis reflected in a decreasing profitability of generation assets, while households and businesses
are facing sharp increases in end-user prices and a loss in Europe’s competitiveness due to growing costs
for renewables policies. In parallel, the severe deterioration of the economic situation of the power
companies and their financial capability to invest in the future is threatening generation adequacy and
the transition towards a low carbon economy. The crisis is exacerbated by the response of many member
states pursuing discretionary interventions on a national level, disregarding their impact on the national
and neighbouring markets.

EURELECTRIC believes that there is a need for immediate action to secure the ambitious energy transition
towards decarbonisation while keeping an appropriate balance with the other two objectives of energy
policy: ensuring competitive/affordable energy and security of supply. National and European
policymakers should reaffirm their commitment to a European policy mind-set by agreeing on a common
2030 framework and developing a coherent set of policy instruments to achieve the EU energy policy
objectives. EURELECTRIC welcomes the Commission’s initiative to set direction for a European, market-
based approach, in delivering policy recommendations on how to promote a continued growth of RES in
a cost-efficient and sustainable way, facilitate demand side participation in the market, and ensure
generation adequacy and energy supply at competitive prices.

EURELECTRIC believes that as the power market is moving towards an ever growing share of variable
generation, a profound revision of state intervention policies and a fully-fledged investigation into the
need for developing a new market design are necessary to set the European electricity industry onto the
right path of recovery. Following urgent actions should be taken:

1 This paper is a preliminary note aiming to provide EURELECTRIC’s views on the European Commission’s
Communication on State Intervention. It does not include specific comments on the staff working documents.
EURELECTRIC welcomes the opportunity to discuss the content of the rest of the Guidance Package in bilateral
meetings with the Commission.
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 Promoting a well-functioning integrated European electricity market (e.g. target models)
underpinned by an ambitious long term CO2 target and a robust Emissions Trading System (ETS) that
would result in a meaningful CO2 price needed to drive low carbon investments.

 Adopting a more European approach to RES integration is paramount to allow a cost-efficient power
sector transition, and in particular for the development of RES towards 2020.

 Moving to a more market-based and cost-efficient design of support for RES generation and
integration of this generation into the market (e.g. direct selling into the market, assuming balancing
obligations, minimising market distortions caused by operational aid that incentivises production
even at negative market prices). Integration of RES into the market should not hamper, but secure
further RES development.

 Progressively phasing out of all energy sector subsidies moving towards 2020 and beyond. Only
immature technologies could continue to receive specific support in their research, development
and deployment phase and following strictly defined requirements. For that purpose, a definition for
mature and immature technology should be developed. Investment in mature RES technologies
should be driven by a strong ETS. Existing commitments directly related to renewables support must
be respected until the foreseen time horizon. Finally, research, development and demonstration
policies should be an integrated part of energy agendas to unleash the innovation potential of the
energy transition.

 Taking a holistic approach to assessing the needs for flexibility and capacity, which are both
important to ensure a secure and smooth electricity system functioning in the future. Flexibility
should be promoted through integrated and well-functioning day-ahead, intraday and balancing
markets, where flexible generation, storage and demand response compete on a level-playing field.
Remunerating capacity should be acknowledged as an increasingly important element of the future
market design needed in a RES-dominated system.

 Where introduced, capacity remuneration mechanisms (CRMs) must be market-based, technology
neutral, non-discriminatory (e.g. equal treatment of existing/new units; generation, storage and
demand), and open for cross-border participation. Introducing tendering dedicated only to new
capacity should thus be avoided, as it implies discrimination between different types of capacity and
a slippery slope effect. CRMs should only be introduced as a means of ensuring generation
adequacy, not to achieve other objectives such as level of CO2 or flexibility). In any case, they should
be considered as a payment for the service of ensuring firmness of electricity supply and thus should
not be regarded as a subsidy.

 The Commission should set up a proper governance process to coordinate various CRM projects and
ensure their convergence in a longer term, in particular in most of Continental Europe where this
review of the market design is needed. In addition, member states should seek better coordination
of the generation adequacy assessment at regional level.

Putting an end to regulated end-user prices – which prevent customers from realising the value of
becoming more active – and creating a level playing field for energy companies to compete is a
precondition for further competitive retail markets. Barriers to demand-side participation should be
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removed, while ensuring no free-riding or possibilities to exploit regulatory loopholes by any market
actor. This also includes removing grid fees/user charges for storage (which discourage new
investments and are even leading to the decommissioning of existing units) and gradually
harmonising G charges across Europe to a low value preferably equal to zero.

 Last but not least, EURELECTRIC considers that the modernisation of the legally binding State Aid
legislation and the Commission’s Guidance Package on State Intervention must propose a coherent
and ambitious approach to addressing present challenges in the energy sector.
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Environmental Leadership
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Social Responsibility

Transparency, ethics, accountability
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