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Issues and Challenges
Achieving a regional market will require a common regulatory philosophy and approach to cross-border trade.  This will create consistency in regulatory treatment of cross-border flows. To achieve this will demand cooperation among the member states within the region.  This workstream will therefore help the RCC to assess where political, regulatory or legal barriers exist and make proposals to address any issues arising if appropriate.  It may be that resolution rests with each individual member state if a common approach is not practical. In any event there must be basic criteria with which all member states comply and these should be set out by the RCC.  

The process of improving coordination between regulators may be iterative with the RCC setting out the high level goals, then assessing barriers and a modified approach being recommended by the RCC. The scope of work for this workstream will therefore evolve over the life of the project. 

A common challenge facing regulators in the regional market will be to forge a shared philosophy that facilitates regional integration, in particular in attitudes to cross border flows and transit.  A vital issue is how regulation in one member state impacts on the market of another.  The RCC is driven by a shared belief that market integration is to the longer term benefit of consumers in each national market.  However, current approaches are not always driven by concerns for market integration.  There will be a need for careful examination of any proposed change to adopting consideration of cross-border impacts as a criterion for decision-making by national regulators. At the extreme the RCC would need to understand what would happen if an action is in the interest of the regional market but not an individual member state. 

As a starting point this workstream does not envisage creating a new governance structure with new legislation in the region.  Rather, the goal of the RCC should be to improve coordination and cooperation between regulators and to establish a transparent process of resolving disputes.  In particular, the workstream will review regulatory and legal approaches to issues of particular importance to cross-border flows (e.g., treatment of transit, allocation of cross-border network capacity, balancing of cross-border flows, among others).
As a final point, the RCC should emphasis that there are rules already laid down by the Commission regarding cooperation between member states, and can be seen in Directive 2003/55/EC (“the Gas Directive”) and Regulation 1775.  For example, Article 25 paragraph 12 of the Gas Directive states, “National regulatory authorities shall contribute to the development of the internal market and of a level playing field by cooperating with each other and with the Commission in a transparent manner.”  Article 10 of Regulation 1775 states, “Where appropriate they [NRAs] shall cooperate with each other and with the Commission.”  Working towards improving regulatory coordination is thus an obligation for all member states.

Scope of Work
As a first step the RCC needs to agree a common philosophy and approach to cross-border issues including interconnection and transit.  A survey mapping existing powers of national regulatory authorities (NRAs) in the region will be conducted, focussing in particular on those that matter to cross-border trade.  

Once the RCC has a better understanding of NRA’s powers, the RCC should then survey the existing regulation of cross-border issues in each member state.  This will help the RCC better understand where regulatory obstacles restrict cross-border trade and also how cross-border flows impact on both domestic markets and the wider regional market.    

It is proposed that the RCC ties in to the ERGEG project of monitoring the implementation of Regulation (EC) No 1775/2005 (“Regulation 1775”).  If the findings from ERGEG’s assessment of European energy markets
 do not contain the needed information, some further questions would be added to their questionnaire to probe further into the regulatory powers of each member state.   This will be a useful exercise in gaining experience of the approach of different member states in the region and may give insight into the different environments in which each member state operates.  This may signal where structural barriers may arise in the future. The RCC recognises that some of this work may overlap with that in the Transparency workstream and possibly others, and the RCC will seek to co-ordinate this.

The RCC should also attempt to identify any lessons that may have been learnt from the electricity RCC. 
Work Plan

Improving regulatory coordination is a crucial component in creating better integrated more harmonised markets.  However the required actions are not necessarily urgent and the deadlines proposed in the work plan below are therefore flexible.
	Issue
	Description
	Responsibility
	Timing

	Fact finding stage
	
	
	

	1. Develop an understanding of each NRA's current powers, and areas of regulatory overlap.
	CEER and other ERGEG work have or will form an overview of the powers of NRAs. If there are still gaps this REM will issue the questionnaire of ERGEG to each NRA for the missing information. If necessary the RCC will add questions.
This work will deliver a matrix of NRA’s powers.
	The IG will draw up a matrix of powers and regulatory overlap using ERGEG and CEER  information. 
	September – October 2006.  

	2. Develop an understanding of regulatory coordination issues faced by TSOs.
	TSOs to produce paper highlighting regulatory obstacles to cross-border trade, including regulatory obstacles to cross-border building of infrastructure.
	TSOs within the IG
	October 2006

	Madrid
	
	
	

	3. Identify barriers to better coordination; develop an action plan.
	The results from the matrix and TSO paper will be used to identify barriers that may exist, and possible actions will be proposed for removing these barriers.
	The RCC and the IG
	November – December 2006

	Action stage
	
	
	

	4. Remove barriers.
	Once barriers are identified, work should begin on their removal.
	The RCC 
	January 2007

	5. Establish a process of regional co-ordination.
	Further issues regarding regulatory coordination are likely to arise.  The RCC should establish a process to facilitate better regulatory coordination and dispute resolution.
	The RCC and the IG
	Ongoing
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