Follow up to the European Parliament resolution on Towards a New Energy Market Design, adopted by the Commission on 21 December 2016
1.
Rapporteur: Werner LANGEN (EPP/DE)

2.
EP reference number: A8-0214/2016 / P8_TA-PROV(2016)0333

3.
Date of adoption of the resolution: 13 September 2016
4.
Subject: Energy Market Design

5.
Competent parliamentary committee: Committee on Industry, Research and Energy (ITRE)

6.
Brief analysis/assessment of the resolution and requests made in it:
The resolution welcomes the Commission Communication of 15 July 2015 on a new energy market design. It shares the Commission's view that an updated electricity market, coupled with the implementation of existing legislation, should enhance regional cooperation on all dimensions of energy supply and demand, and should focus on improved, more decentralised and more flexible markets.

The European Parliament favours a market-based system which is capable of delivering on all of the EU’s established energy and climate goals for 2030. It is thus affirmed that "an increasingly decentralized energy system must be based on market principles, which would stimulate investments". The resolution further highlights the increased role of consumers within the power markets of tomorrow, as these will gradually take on the role of "prosumers". It calls on the Commission to dedicate a chapter to consumers within future legislation.

The resolution states that a strengthened European internal market in electricity is possible, on the basis of stronger price signals on the wholesale market through prices that reflect actual scarcity and surplus of supplies, including price spikes, which, along with other measures, play the role of investment signals for new capacity and flexibility services.

Consequently, the introduction of any capacity mechanisms in the EU must be designed from the perspective of cross-border cooperation following the completion of thorough studies on their necessity, and must comply with EU rules on competition and State aid. The resolution also highlights the benefits that regional cooperation can bring through the agreement of the action to be taken in the event of an electricity crisis, and calls for a legislative initiative in this respect.

On renewable sources, it stresses that their full integration into the market is essential, and that reform of balancing and reserve services should fostering liquidity and cross-border trading in all market timeframes. In addition, renewable support schemes for mature renewable sources should be gradually phased out.

7.
Response to requests and overview of action taken, or intended to be taken, by the Commission:
The Commission welcomes the European Parliament's proactive stance in producing a report on Market Design ahead of the formal Commission proposal expected by the end of 2016. The report forms a solid basis for the legislative work that lies ahead.

Currently, the Commission services are working on finalizing a legislative proposal whose final end is to promote more secure, decentralized and flexible power markets, taking account of technological developments – including demand-response and storage – and in line with EU-wide climate and energy policy to 2020, 2030 and beyond. The Commission's future proposal on Market Design will be aimed at taking stock of the energy transition by better integrating renewable sources into the grid, providing the right price signals to drive investments and strengthening regional cooperation. The Commission counts on the Parliament's unrelenting commitment to overarching EU climate and energy objectives, as testified by the general orientation of the resolution.

In line with calls included in the resolution, the Commission plans further strengthening a market-based approach, thereby strengthening price signals, so that these may replace subsidies and non-market based measures to support investments to the required level. A more flexible market will cater to the needs of more variable renewable sources and benefit storage.

The Commission also intends, as part of future proposals on Market Design and Renewables, to give a greater role to consumers, by fully recognizing the importance played by prosumers in actively shaping the energy transition – by opening up new commercial opportunities and enabling consumers to actively participate in energy markets.

The Commission also shares the Parliament's view that market-based instruments should be favoured as a general rule, and that capacity remuneration mechanisms should only be introduced where a clear case exists and only for as long as needed. To this end, the Commission is working on further clarifying adequacy assessment rules, so that these should follow a detailed regional adequacy analysis that takes into full consideration capacity available across borders.

In line with calls included in the resolution, the Commission services are also working on a legislative proposal for risk preparedness, with the aim to ensure that Member States are prepared for and handle electricity crisis situations, by cooperating with each other in a spirit of solidarity and transparency.

Also in line with the resolution, the Commission plans further integrating balancing and reserve services so that the technical and policy requirements are in place for cross-border trading at all market frames.
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