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Dear Sirs

Implementation of the EU Third Internal Energy Package

Energy Networks Association (ENA) is funded by the major licensed electricity and
gas transmission and distribution companies in the UK and Ireland. We welcome this
opportunity to comment on DECC's proposals for the implementation of the EU Third
Internal Energy Package.

In general we see DECC's suggestions for implementation as sensible, although we
reserve judgement on the proposals for a new Licence Modification Appeals process
until we have discussed the recent DECC mini-consultation further both internally
amongst ENA members and with DECC staff. ENA will be responding to this
consultation by the due date of 29 QOctober.

INDEPENDENCE OF THE REGULATOR

We made clear in our recent response to DECC's Call for Evidence on the Role of
Ofgem that ENA strongly supports the continuation of independent regulation of the
sector in UK, within an appropriate statutory framework. At the same time, we also
think it is important that high-level political decisions are made by government.

As a good principle we would look to the conclusions of the 2007 report on UK
Economic Regulators by the House of Lords Select Committee on Regulators ie

Independent regulators’ statutory remits should be comprised of limited, clearly set
out duties and that statutes should give a clear steer to the regulators on how those
duties should be prioritised

Government should be careful not to offload political policy issues onto unelected
regulators.

Woe believe as far as is reasonably practicable, DECC should adhere to the Select
Committee’s recommendations to set a few clear statutory objectives for Ofgem and
to give a clear steer on how those duties should be prioritised.

Ofgem'’s revised obligations make it more explicit that their primary duty is to future,
as weil as existing, consumers. It is aiso clear that this includes security of supply
and decarbonisation/reduction in greenhouse gas emissions, all of which are in line
with Third Package objectives.
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APPEALS
ENA will be submitting a detailed response to the appeals mini consultation later this
month.

UNBUNDLING - TRANSMISSION

The Third Package transmission unbundiing measures are intended to provide a high
level of separation between transmission and competitive activities. We recognise
that the three companies directly affected by the proposals, National Grid pic,
Scottish Hydro-Electric Transmission Ltd and Scottish Power Transmission Ltd, have
differing views on implementation, and , accordingly, there is no agreed ENA view

on this matter, However, the large investment requirements in the UK transmission
system going forward, it is important that TSO certification is undertaken with a sense
of urgency, and that risk and uncertainty are kept to the minimum.

DECC says it is minded to make both the 1SO and Article 9((9) derogations from full
ownership unbundling available to the transmission companies, but not the third,
Independent Transmission Operator (ITO) option. In principle we would support the
widest possible choice of derogation options being made available, but we accept
that, in practice, the ITO option will not probably be taken up by UK TSOs in the
current market environment.

RECIPROCITY

it is essential that Article 11 is not applied in a way which deters foreign investment in
the networks. As far as the implementation of the certification process for third
country ownership of transmission assets is concerned, we welcome DECC's
acknowledgement of our point that foreign investment must be an important factor
when they review a particular situation.

DSO COMPLIANCE

The GB electricity and gas markets were the first in Europe to be liberalised and
remain the most competitive in the EU. Therefore it is not surprising that the licence
already contains requirements which comply with the Third Package.

Of the seven DSOs in GB there are three which are vertically integrated, for the
remainder: the Standard Licence Condition (SLC43), which refers to the requirement
for a compliance officer, is not operative. SLC43 essentially covers the points raised
regarding compliance officers albeit using the word “competent” instead of
“independent”.

In respect of branding Standard Licence Condition 42 states the following:

“42 5 The Compliance Statement must, in particular set out how the licensee will:

(b) maintain the branding of the Distribution Business so that it is fully independent
from the branding used by any Relevant Licence Holder"

We therefore consider the GB Licence to be already compliant in these areas.



REGIONAL CO-OPERATION

Finally, we recognise that the regional co-operation proposals are an important part
of the Package. We support the accelerated development of ERGEG's regional
initiatives as an important step towards the compietion of the internal energy market.
Qur transmission members are actively engaged in establishing ENTSC-E and
ENTSO-G, and their ongoing work on the 10 year network development pians and
new EU network codes.

We hope you find these comments useful,

Yours sincerely

Energy Networks Association

————
v






