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                                                                                            Autorità per l’energia elettrica e il gas
Regional Initiative – Region South South East


PRESS RELEASE
Gas Regional Initiative


The Regional Energy Market “South-South East Region”

Statement of Energy Regulators of the South-South East region on the gas supply crisis

Stakeholders of the Gas Regional Initiative South-South East met in Sofia to discuss future measures to deal with gas supply disruptions
Sofia, 30th January 2009 – The members of the South-South East region - national energy regulators, Transmission System Operators, traders, shippers, governments and other players of Austria, Bulgaria, the Czech Republic, Greece, Hungary, Italy, Poland, Romania, Slovenia and Slovakia – discussed the impacts of the gas supply crisis in January 2009 and the lessons learned for the future in Sofia on 29th and 30th January 2009. 
While over 50% of the European gas supplies are transported through the region, around 150 Bcm/year are supplied to 30 million customers, which equals one third of the European gas market. The supply disruption of January 2009, and its dramatic and rapid consequences in South South-Eastern European countries clearly showed the absence of network flexibility and market resilience in this area of the EU internal market.

Significant investment in new gas transport infrastructure and efforts to mitigate risks associated with a single supplier pattern are to be deployed, if we are to guarantee security of supply on the long term, and avoid such costly and harming supply disruptions for EU energy customers in the future.
The members of the South South-East region of ERGEG’s Gas Regional Initiative want to highlight measures aimed at several segments of the market to mitigate risks of future supply disruptions. These measures include network harmonisation, integration and interconnection, supply diversification, market flexibility tools including storage and LNG and trading development. Energy regulators of the South South-East region will analyse the measures taken and the reactions in the market and make specific proposals on how such an emergency situation as a major supply disruption can be handled in a more efficient and effective manner in the future.

Functioning markets help to increase security of supply

The European internal gas market is seen as crucial to ensure the security of Europe’s gas supply, as a single, competitive, European market is viewed to be able to attract global gas, to generate the right investment signals, to provide fair network access to all potential investors and to provide real and effective incentives for network operators to invest.

Especially under strained gas supply situations functioning market places can play an important role in preventing heavy-handed government interventions which make the system too inflexible. Under strained gas supply situations market mechanisms should thus remain in force as long as possible with government intervention only as the ultimate measure.

Improving interconnections between markets

· In terms of network integration, along the lines of the proposal of the European Commission’s Second Strategic Energy Review, North-South interconnections in Eastern Europe, as well as interconnections to transport gas from new sources to the region (e.g. Denmark-Poland (Baltic Pipe), Poland-Slovakia/Czech Republic Interconnection, Slovakia-Hungary Interconnection, Romania-Hungary Interconnection) are essential to balance the historical East-West transit flows and ensure flexibility and security between markets. 
· The better use of existing networks, via e.g. reverse flows, as well as a connection between the Mediterranean area and Central and Eastern Europe will help mutualise gas flexibility and supply tools (LNG, storages), and thus improve diversification and security of supply. Allowing reverse flows through existing transit pipelines may also broaden storage use on a regional level.

· Diversification of supply sources is a necessary tool to achieve market resilience and security of supply in case of supply disruptions. Therefore, promoting new supply routes and new supply sources is vital to ensure balanced and efficient market development, and secure gas supplies for the customers in the region. The support from the European Union for projects opening new supply corridors to this area is warmly encouraged as long as competition among the projects is properly observed.
· Connections are necessary to the Western Balkan countries to supply and secure the weakest and non-developed part of the European gas network. An enhanced gasification and integration of the Western Balkan states to the European Union gas network is of high concern for gas development in Europe. The efforts of the Energy Community must be pursued and the financial contribution of the European Union to the projects increased.

Measures to handle a gas supply crisis more effective in the future:

· Better coordinated gas dispatching between TSOs would enable faster reaction to supply disruptions. 

· Regional planning of infrastructure needs and modelling of “emergency” situations and their effects on the grid would help to identify high priority investment projects.
· Additional flexibility through storage capacity seems necessary as well. Support should be given to the realisation of storage projects in Slovakia, Poland, Hungary, Romania, Bulgaria, Croatia, Slovenia and Turkey. 

· LNG could bring some flexibility and diversification from the south, e.g. the Adriatic coasts, Italy, Croatia, Greece and Turkey as well as from the north, e.g. Baltic coast to the region. Therefore new projects, and flexible and efficient use of existing LNG in the area must be supported. For example, LNG projects in Greece and Italy, along with other projects in Greece and Italy with a regional scope, could be designed beyond the scope of the Greek and Italian market, taking into account the needs of complementary supplies in the North Balkans. 

Background information on the ERGEG Gas Regional Initiative South-South East
Since April 2006, the national energy regulators of the SSE region have been working together in the framework of the ERGEG Regional Initiative (see www.energy-regulators.eu) to eliminate practical and technical barriers to trade and to increase compatibility of market rules across the region. Regulators expressed their intention to facilitate cooperation in a relevant regional gas market in terms of both security of supply and competition in June 2008.
In almost three years since its establishment, significant improvements have been made in the region, in particular in dealing with congestion management of transport routes (development of secondary markets, standardised bulletin board and open season procedures) and in developing interconnection and balancing agreements. 
Enhanced cooperation among national regulators and TSOs on international issues is much welcomed by all stakeholders that participate in the process. 
The South South-East Region of the ERGEG Gas Regional Initiative includes Austria, Bulgaria, the Czech Republic, Greece, Hungary, Italy, Poland, Romania, Slovenia and Slovakia and is chaired by Autorità per l’energia elettrica e il gas and E-Control. 
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