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I. INTRODUCTION
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secure and competitively priced supplies, renew
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II. WHY RE-THINKING PUBLIC INTERVENTION

The internal market has changed the role of governn
not removed the need for government intervention. /
number of issues have arisen which need to be addre

Renewables: an important and growing player in the
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upgrading of today's aging electricity system creat
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electricity. It also requires removing barriers in j
where they exist.
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use of existing EU policies or
mplementation of EU legislation.
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better matching supply and demand through market mechanisms while offering
consumers the possibility to lower their electricity bills.

Encouraging changes in consumer behaviour and cpnsumers' involvement does not
need to mean public financial intervention. Implementing the right measures (such as
improvements in the use of information technology, roll-out of smart meters and
appliances, reform of network tariffs hampering d¢mand response and removal of
regulated prices) not only creates opportunities for cpnsumers to lower their bills and
strengthens electricity price signals. It also reduces the peak load and the
corresponding need for costly new generation and transmission capacity, saving
scarce investment funds and public resources while| i
energy system.

Minimising impacts on electricity systems — endin,

responsibility for grid balancing, priori
network development. Whilst these

responsibilities f
rules which ar
and technolog’
more equitable,

re in#place interventions can be
oducers and additional costs for

ould ensure that the intervention
eve. It should not discriminate
ified for example to achieve the
e of support schemes, tendering
processes can help: fiise the necessary level jof support. Schemes based on
required volumes | of guaranteed revenues|for production may raise risk
premiums but are more effective to introduce cos competition between different
technologies, thus driving dynamic efficiency and innovation.

As a general rule, support mechanisms should, $o far as it is possible, allow
competition between different qualifying technologjes. Competition can be further
strengthened by opening the support schemes to fompanies from other Member
States.

The costs and benefits of national measures should take into account the EU market.
Unilateral intervention conducted by a single Member State can harm companies in




neighbouring Member States. Such intervention mdy turn out to be more expensive
and less effective than a measure undertaken jointly by several Member States.
According to a study conducted for the Commissi¢n' the net benefit of achieving
generation adequacy in the internal market amounts to EUR 7.5bn per year in the
period 2015-2030. Further it is expected that sharjng of balancing reserves would
amount to annual net benefits of up to EUR 0.5 billipn. Material gains of the order of
EUR 4bn could come from using smart grids to facilitate demand side response at the
consumer level. The most gains of EUR 16bn-30bn|are available in the period 2015-
2030 under the coordinated renewable investment scpnario, making use of the internal
market for renewable energy by locating renewable generation where it is most
effective. When considering intervention, thereford, Member States should look at
achieving the desired policy objective by use of nq he national potential but
also the potential in other Member States.

Considering the impact on costs for industri

Energy costs are a key factor for th
attractiveness of an industrial location.

than in other parts of the worlg
against the additional costs it
industry, whose energy bills wi
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costs, may be el

public interventions should be
s or support vanish or when
jon. For example investment aid,
eneficiary because the total aid is
e time, in order to achieve their

stable, long-term, transparent,
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IV.

Along with this Communication the Commission issues guidance on a number of
specific forms of public intervention related to pgwer generation. The paragraphs
below summarise the main recommendations of thes¢ documents.

Ensuring generation adequacy

' Study "Benefits of an Integrated European Energy Market"




Public authorities at EU and national level should f
forces work to carry out the appropriate investmel

irst and foremost let the market
nts. If there are doubts that the

market can deliver generation adequacy and secyrity, an objective, facts-based,

assessment of the generation adequacy situation is a

Consideration should be given to whether alternative
transmission infrastructure, including interconng

yrerequisite to any intervention.

measures such as investment in
ctors, or more demand-side

involvement can alleviate the concerns. The smllﬁjuon should be avoided where

inefficient plants are kept in operation through p
support is granted in response to a temporary diffic
recession.

The causes of generation inadequacy must be p
including regulatory failures such as wholesale

nuclear generation. For renewable ener
intraday, balancing and ancillary services

responses. Whatever mech:
potentially harmful effects, in

maximum impo
implications for:

Best practice for re ‘energy support schemes

lic support or disproportionate

ulty, for example, the economic

y identified and removed,
rice regulation, negative

_technical performance and the
of new generation capacity

imise distortions on the internal
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The EU Member States are committed to promoting new and renewable energy forms

of energy, under the EU Treaty. However, energy
socially or (broadly) economically desirable levels «
future. To support "infant industry" and overc
governments must intervene.

The Commission has called for government intervel
for renewable energy investment and encourage the
into the energy market. Support scheme reforms shou
The Commission recommends supporting renewablé

markets are unlikely to deliver
pf renewable energy in the near
ome specific market failures,

ntion to create stable conditions
integration of renewable energy
ld not harm investor confidence.
energy in a stable, transparent,




way that ultimately leads to
wable energies.

credible, cost-effective and market integrating
technological innovation and competitiveness of rene

As the renewable energy sector matures and grows and as costs decline, it is
important that production and investment decisiong are driven by the market. Any
support that is still necessary should therefore supplement market prices, not replace
them. In practice, this means moving away from fegd in tariffs to feed in premiums
and other support instruments, such as quota obligations, which leave producers free
to respond to competitive market prices. Mdareover, competitive allocation
mechanisms such as auctions and tendering proceduyes make it possible to reveal the

costs of the different technologies, operators and projects.and therefore to minimise

public support. Excessive risks (and costs) of pro
when necessary, but through means that drive cos
levels) and do not disrupt market signals. Infan

In addition to the financial support provid
measures, of the electricity system such

to all producers. The Commissio
approaches to setting support leve

Developing 1
measures can

any distortions to th ‘market arising from diffg

‘can still be compensated
| (such as degressive support
gies and small, currently

«uA

tion charges and grld' use rules
riate cost signals to be passed

mon, European policies and
yable energy. It can also remove
rent national approaches.

In the accompanying staff working document on this subject, the Commission

provides more detailed guidance to promote the use

b cooperation mechanisms in the

renewable energy support schemes, including optiopnal design features with annexes

of templates of "standardised" agreements for any of]
Demand Side Response Measures,

The internal energy market is not just the sum of el
technology companies and network operators. Half
important part — the demand side. They can play

the cooperation mechanisms.

ectricity producers and suppliers,
a billion consumers form a very
a significant role in making the




energy system and the market more flexible, be
solutions, local renewable generation and deman
necessary market opening and supporting technologig

To that end, it is necessary to v1gorousl()y implement
provided in the Electricity Directive'®, in the Eng
elaborated in the network codes and regulations. ]
framework and in particular the recent Energy Efi
promotes voluntary aggregation of individual consu
exploit the potential of demand response, putting ¢

footing with supply. It similarly requires removing

hamper the development of demand response and
dynamic pricing for demand response solutions.

Further policy and regulatory work may be
EU level to support the legislative framey

of different actors in the ma
companies in local balancing

affordable, securé inable energy supply in t

ing through energy efficiency
d response. This requires the
s accessible to the consumer.

the demand response framework
rgy Efficiency Directive!” and
f adequately implemented, this
iciency Directive'® enables and
ners and opens up the market to
lemand side resources on equal
isting tariff elements that
omotes the development of

icular the role of distribution
ve_distribution network. In this

bntrol systems under Ecodesign,
hnologies and solutions must be

iderations on data security and

harmful intrusion.

pan energy policy to ensure an
ne future. To preserve its role, it

is necessary to ensure that national responses to de
undermine the process of completing the internal en
smoothly. Making use of European measures, progr
remove the need for national government interventio
to intervene, whether legally or financially, directly
term, on the supply side or the demand side, any acti

1% Directive 2009/72/EC
17 Directive 2012/27/EU
18 Article 15

[ with energy challenges do not
rgy market and making it work
es or rules may in some cases
. Where a Member State decides
r indirectly, long term or short
ns should take account not just
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the national interest, but also the impact of those measures on the wider European

market. This will be to the benefit not just of the

citizens of that Member States and Europe as a wholg.

This
consistency in the energy sector, in both policy

Communication complements other Commission

internal market, but also for the

initiatives to ensure
and in the application of legal

instruments. Thus, the Commission is also preparmg the revision of guidelines on

state aid for energy and environmental protection 19
support for renewables and capacity mechanisms a

which will address topics such as
nd complement the above stated

considerations and principles. The Commission will also continue to work with

Member States and national regulatory authoritfi
Electricity Coordination Group, on addressing the ch
electricity supply and generation adequacy as we trags

be clearly defined, transparent, non- dlscr\,
of access for electncxty undertak1ng320 Th

security and com}_:_i" iti for the short and long ]

' A draft of which is published concurrently....
20C-265/08

) partlcular through the
s to ensuring security of

icity Directive and
tiarantee equality

ioning of an EU-wide market are
particularly in view of the 2014

This Communication and the
mmendations and guidance on
response, capacity mechanisms,
ition mechanisms. Implementing
the internal market works well

jectives of sustainability, energy
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