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Press Release (PR-10-01) 

State of play of Europe’s energy markets: Market integration is a key to effective delivery for energy consumers
· Energy consumers can lose out due to market concentration and “fuzzy” separation

· Optimism that short term gas may foster trading

· Consumers a priority in energy regulators’ 2010 Work Programme 

Today Europe’s energy regulators1 published its 2009 Status Review of Liberalisation and Implementation of the Energy Regulatory Framework2.  Its main finding (very similar to last year) is that there has been too little progress in terms of energy markets delivering benefits for consumers.  In the regulators’ 2010 work programme, published today, consumers feature as a top priority. 
Energy consumers lose out from Europe’s market concentration and “fuzzy” separation
The ERGEG report points to a number of major problems for the persistent lack of competition: wholesale and retail markets remain highly concentrated3 (with few new suppliers); regulated prices (distorting competition) persist in several countries; and there is often a “fuzzy” separation of the distribution system operator (DSO) from the supply arm of vertically integrated firms4.

The “fuzzy” separation means that DSOs are not yet acting as “market facilitators”.  Regulators themselves have to (partly) fulfill this role.  National regulators are actively promoting better customer information, transparency and are trying to empower consumers to be active in the market.  But, there are still problems, in particular with lack of transparency of billing and metering, and dispute settlements. 
The report also found that the decrease in electricity spot and forward prices in the 2nd half of 2008 failed to result in immediate retail price cuts in 2008.  Average retail price actually increased and switching remained low.  

ERGEG Chair, Lord Mogg pointed out “The ERGEG Regional Initiatives are already tackling  key barriers by increasing transparency, by coordinating regional developments and harmonising market rules. Further market integration remains key to overcoming supply interruptions, and to improving integration of retail markets.  We are optimistic that 2010 may be a chance for more liquid gas markets to develop. “
Optimism that short term gas may foster trading

With the EU’s gas production capacity decreasing by 5% in 2008 and gas demand increasing, the EU’s dependency on gas increased. The economic downturn in 2008 lead to a natural gas oversupply which dominated gas trading. Short-term gas (from LNG imports, storage) has been valued below oil-indexed gas prices.  Such short-term gas prices may foster trading provided transportation is flexible enough to enable short term trading. The risk of gas supply disruption (as in January 2009) and in current adverse weather conditions highlights the need for more investment in rapid-withdrawal storage, LNG and more flexible transportation (e.g. reverse flows, flexibility of access).  
Consumers a priority in the regulators’ 2010 Work Programme 

European energy regulators published their 2010 work programme5 following a public consultation on it.  Lord Mogg explains “This year in our public consultation on the work programme stakeholders and the European Commission, confirmed that the priorities are the right ones.  The focus remains on creating a single EU energy market that will deliver benefits to consumers. With the newly created International Confederation of Energy Regulators (ICER), Europe’s energy regulators will also exchange best regulatory practices through training and research with our counterparts elsewhere”.  
Brussels, 14 January 2010
Ends (see Note for Editors on next page)

Notes for Editors:

1. The Council of European Energy Regulators (CEER) is the body through which Europe’s national energy regulators voluntarily cooperate. The European Regulators Group for Electricity and Gas (ERGEG) is the European Commission’s formal advisory group of energy regulators on internal energy market issues in Europe. See www.energy-regulators.eu.
2. Since 2005 each national energy regulator publishes an individual country report (whose content is coordinated by the European Commission and ERGEG) on how the EU energy legislation is implemented and its practical results in the country. View the 2009 national country reports and the ERGEG (2009) Status Review of Liberalisation and Implementation of the Energy Regulatory Framework as the regulators website: www.energy-regulators.eu .

3. Market concentration on electricity wholesale markets remained high on a national basis – 10 (out of 24) countries even reported an increase in market concentration.  Gas markets too remained highly concentrated.

4. For retail markets to function properly, the distribution network must be a neutral place for retail competition. This requires DSOs of vertically – integrated companies to make significant structural changes to the day-to-day running of their business to ensure functional and informational unbundling, including continuous and consistent information for consumers on the role of the DSO and the provisions to guarantee fair treatment. The DSO should also act in full independence of any commercial interests in the market to avoid any conflict of interest, and also effectively monitor and enforce unbundling. July 1st 2007 was the deadline for “legal and functional” unbundling of Distribution System Operators (DSOs). ERGEG Status Review of DSO Unbundling with Reference to Guidelines of Good Practice on Functional and Information Unbundling for Distribution System Operators (E09-URB-20-05), September 2009, found that consumers still find identical branding by the DSO and the rest of the integrated company; consumers still expect “integrated behaviour” i.e. one person responsible for supply and distribution; and only in 5 countries do consumers complain. ERGEG also found that network users/competitors do not trust the neutrality of integrated DSOs. The separation of information remains the biggest problem. Non-discrimination requires well-trained staff on the DSO side, which tends to be in place. However, very often the distribution and supply businesses employ the same persons - ERGEG considers informational unbundling cannot be guaranteed in such circumstances. ERGEG further considers that compliance programmes, which are widely in place, are important tools.  See  Press Release (PR-09-09)
5. The 2010 work programme of the European energy regulators focuses on seven areas:
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	Implementation of the 3rd Package
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	Security of Supply
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	Affordability and Consumer Issues
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	Climate Change and Energy Issues
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	Financial Services
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	Regional Market Integration
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	External Issues


6. The International Confederation of Energy Regulators (ICER) was created in October 2009 as a means of providing a framework for energy regulators from around the globe to cooperate.  It brings together 11 regional energy regulatory associations, representing over 200 regulatory authorities and spanning 6 continents. It is chaired by Lord Mogg. See www.iern.net
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