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. MEDREG's Mission: Professional Development & Trainng

MEDREG has been created to promote the achievedaiemtconsistent harmonized and investment-
friendly regulatory framework aimed at providingetimaximum benefits to energy consumers of the
Mediterranean region. MEDREG's role is crucial teagantee the existing of permanent collaboration
between the Regulatory Authorities of the EU, & BEnergy Community Member States and those of
the Mediterranean Countries.

MEDREG, patrticularly, focuses on the promotion angthange of know-how, expertise exchange,
specialised training and studies in the field oérgy regulation, notably in collaboration with the
Florence School of Regulation (FSR), created by REHBd the European University Institute, and
with the support of the European Commission.

[I. Current Status of Energy Regulation in the Medterranean Region

During the discussion taken in 2006 MEDREG membeoded that important infrastructure
interconnection projects are under developmentchvhiill boost exports of natural gas and electyicit
from Southern and Eastern Mediterranean counwi€itope and eventually lead to the completion of
electricity and gas Mediterranean rings, as foredme the European Commission’s Guidelines on
Trans-European Energy Networks. Such new links witlengthen the security, continuity and
economic efficiency of energy supplies on both sbhaf the Mediterranean.

Regulators remark that the implementation of a lsfabharmonized, transparent and consistent
regulatory framework for the electricity and gastses, inspired by EU rules, and the development of
regional markets will greatly facilitate the finamg of large infrastructure projects. Such regulato
framework should aim at the gradual integration amkening of national markets. Since the
achievement of these goals can only be based aedshagulatory, organisational and institutional
knowledge and competencies among regulators andategy institutions of the Council of European
Energy Regulators and those of Mediterranean cesntenhanced and permanent collaboration
between all Regulatory Authorities of the Meditean Basin is necessary.

Independent regulators have been established ifE@dliIMember States following the Directives
2003/54/EC and 2003/55/EC. Moreover, due to thafyrestablishing the Energy Community for the
integration of the Balkan energy Market into the &hb&, new regulators have been also established in
South East Europe. In the remaining countries efNtediterranean Basin some regulatory authority
have also been already set up.

The actual role and independence of such institati@ries and the benefits of stable and perforeranc
based regulation are generally accepted. Regul@aithorities, Ministers, Agencies) already in @ac
in the Mediterranean basin have different powers @mpetences, nevertheless a very important step
should be to have harmonised rules in place s@ve la unique platform in terms of rules in order to
promote and facilitate energy integration and erges.
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All the above mentioned remarks have led MEDRE@usue the following main objectives:

information exchange, common analysis and comparoexisting energy legislation and
regulation;

organization of shared specialised training, texdinassistance, exchange of know-how and
experience;

development of common positions on the regulatesyés, including criteria for those issues
related to cross border electricity and gas trade;

promotion of Euro-Mediterranean regional electyiciind natural gas markets towards their
respective integration, taking into consideratiow duilding upon the projects already under
development;

promotion of harmonized, transparent and non disoatory market rules.

[ll. MEDREG structure and activities organisation

MEDREG activities shall develop as follows:
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A plenary session of MEDREG will be held, at leagéery 6 month, to discuss and approve
high level developments, guidelines for operatiowakk, detailed annual Work Plan and
Budget, and position papers submitted by ad hoepgrand task forces.

Ad hoc Groups (AGs) have been set up to analysétutional, technical and market aspects.,
They will particularly deal with aspects concernimgarkets development , energy exchanges,
infrastructure, information and training, enviromted issues, quality of service and price
regulation . AGs will be permanent and include espntatives from all participating
institutions. They will meet at least twice a yebBask Forces will be set up, if necessary, by the
AG on a voluntary basis, have a temporary charactdrmay meet as necessary. Both ad hoc
groups and task forces would report to the MEDREgB&Bal Assembly.

The first structure of the Ad hoc Groups shouldabédollow:

A. Ad hoc Group on institutional issues (INS AG):

The Ad hoc Group on Institutional Issues (INS A@stbeen set up with the aim to enhance closer
coordination through mutual knowledge, informatie@xchange and training tools between
Mediterranean regulators. Moreover it will assess:

the current status of regulatory institutions, th@mpetences, resources and expertise. The
group will define and approve the terms of refeeent the comparative study and discuss its
results;

the needs of know- how, training and experienahamnges, as tools of institutional building.
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Training courses will be organised on the basispeicific needs by the FSR. The training needs of
the energy regulatory institutions belonging to MEBG could be address by the FSR in the
following ways:

- Guarantee a number of places in the annual see§ithre FSR Basic Course on Regulation of
Energy Utilities, and in the session of the advdricaining courses. This formula promotes the
development of a network among regulators belontrigU and non-EU countries. Since 2005
the FSR has already hosted 22 participants fromEidrMediterranean countries (Albania,
Algeria, Bosnia & Herzegovina Croatia, Israel,JordaTurkey, ). Their participation in the
courses has been supported by the EU Commissioou¢th the technical assistance projects),
the CEER and USAID;

- Organise special sessions of the Basic Training€eoar of the Advanced Training course for
staff of regulatory institutions of MEDREG,;

- Develop special advanced training courses for sfafégulatory institutions of MEDREG. This
approach may ensure that the courses address &fsu@sicular relevance for the participants.

Expected Output:
e Benchmarking Study

« Memorandum of Understanding presenting the minimzompetencies necessary to
have independent National Regulatory Authority (NiRA the Mediterranean area.

The Group started already its activity during 200@rking on the Terms of Reference of the
Benchmarking Report. The benchmarking study wilfibesshed in 2008. The conclusions of this study
will be used to identify the basic criteria to iraplent a shared regulatory system in the Meditearane
area. A set of minimum competences and organigdtigtructure of Euro-Mediterranean Regulatory
Authorities will be defined in a Memorandum of Unstanding which will be signed in 2009.

Training needs: in order to better achieve the goals set up aluecessary to study in depth:
» general philosophy of regulation;
e organisational principles of regulatory authoriti€énancing, jurisdiction, conflict of
interest,etc...);
* European regulation and other experiences;
» specific regulatory matters (settlement of dispuiesnsing...).

B. Ad hoc Group on electricity (ELE AG):

The objective of this Ad hoc Group is to promote thtegration of member countries electricity
markets. Starting from the assessment of the custatus and expected evolution of MEDREG
electricity markets, the AG on electricity will ingfy the basic requirements to harmonize and
improve regulation in the MEDREG countries. Bettgulation is needed to develop an integrated,
competitive and functioning electricity market hretregion. To this aim the AG on electricity will
examine and, in case, will propose common positmnthe following subjects:
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« present and future interconnections infrastructoeeds from the technical, economic, and
financial perspectives, to reach the final goaltleé establishment of a regional integrated
electricity market;

e unbundling of sector activities;

» operational issues concerning cross border exchamgieongestion management practices;
« market design;

» transparency of market information and services;

* non discriminatory TPA to infrastructure and seegic

 tariff methodologies

* price regulation

The aim of the ELE AG is to establish an investaridly environment in MEDREG countries in the
field of electricity generation, transmission amade as well as to harmonize the legal and technica
framework. Moreover, it will:

monitor electricity exchange activities among mendmintries;

study the present and the future interconnectiofiastructure needs;

study the present rules and practices governingaages among member countries;
propose unified/general rules/guidelines for eleitr exchanges among member
countries;

(ol elNelNe]

Expected Output:

. Report on the present and future needs on inteemtioms infrastructures investments
necessary to integrate the electricity MEDREG miarke

. List of recommendations to achieve better and harsed regulation necessary for the
development of an integrated, functioning and cditipe market in the region.

. Proposals on common rules /guidelines to be seét the MEDREG countries

In 2007 a questionnaire has been circulated tosagbe current status of the electricity market and
regulation within MEDREG countries. In 2008 theiaty will focus on studying and reporting the
present rules and practices governing exchangefofmation among member countries. In 2009 the
AG will concentrate on identifying the regulatorgeds for further interconnections and infrastruetur
Training needs: in order to better achieve the goals set up aluecessary to study in depth:

* non discriminatory TPA to electricity infrastrucégr

* market design;

 tariff principles and methodologies;

e security of supply and consumer protection in ktheed context;
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» development of new electricity infrastructure antérconnection capacity among countries.

C. Ad hoc Group on gas:

Starting from the assessment of the current statusatural gas and LNG markets, of sector
regulation in the MEDREG countries and its expeaedlution, the AG on gas will highlight the
basic requirements of harmonization and improveroéregulation in the MEDREG countries that
are needed in order to develop an integrated, ctitimpeand functioning gas market in the region.
To this aim the AG on gas will examine and, wilbpose common positions on the following
subjects:

e gas market structure;
» unbundling of supply, transmission, storage antfidigtion;
» transparency of market information and services;

* non discriminatory TPA to gas infrastructure (irdihg definition of gas transport/transit
services, congestion management, UIOLI provisiapgrational issues, role, responsibilities
and rights of the shippers and system operators);

« tariff methodologies;
e security of supply and consumer protection in iheed context.

It will also explore the development of new gagasfructures, in particular new gas pipelines, LNG
terminals and new storage capacity, defining commewulatory provisions that may be needed for
their construction and management. In that resgestl| start from existing developments and ses]i
explore difficulties encountered by operators, andline common steps including guidelines for
regulation aimed at facilitating the developmentnefv facilities. A study could be undertaken and
could be articulated over several stages and egteader two or more years, with periodical repa@tin
to the General Assembly; the study could be awaidedcessary to specialised researchers. The AG
will define and approve the terms of referencehefdtudy and discuss its results.

Expected Output:

» Study providing the assessment of the currentstaftigas markets, of sector regulation in the
MEDREG countries, and its expected evolution;

* Recommendations on the improvement and harmonizafidhe regulation of the sector that
are required for the development of an integratedctioning and competitive market in the
region. The recommendations will cover the subjdéisted in the above and should possibly
lead to a proposal concerning common rules/guidslito be implemented in the MEDREG
countries

After a first step activity related to the definiti of a questionnaire concerning the current stahas
the evolution of market structure, infrastructunel @aegulation in the MEDREG countries, by October
2007 will be issued a report on the present anc&rp evolution of the situation in terms of gas
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resources, infrastructure, market structure andlagign within member countries. In 2008 the sutgec

listed above will be discussed and examined prakniy under their general terms and principle in
order to share a common understanding and to fgedifficulties, arising from legal, technical and

economical aspects, of reaching an harmonisatiotmefregulatory framework concerning the same
subjects. A report to the GA should be prepare®itober 2008. In 2009 each of the subjects will
then be discussed in more detail in order to defeeommendation on the improvement and
harmonization of the regulation of the sector ta required for the development of an integrated,
functioning and competitive market in the regionreport to the GA should be prepared by October

2009.

Training needs: in order to better achieve the goals set up almuecessary to study in depth:

non discriminatory TPA to gas infrastructure;

market design;

tariff principles and methodologies;

security of supply and consumer protection in Eheed context;

development of new electricity infrastructure antkiconnection capacity among countries.

D. Ad hoc Group on environment, renewable energy souas and energy efficiency (RES AG):

The RES AG will explore the issues related withimmment, Kyoto commitment, renewable energy
sources and energy efficiency, focusing on the dppdgies arising from existing and future
partnerships in the Mediterranean Basin.

The objectives of this Ad hoc group are:

to promote the exchange of information, knowledge experiences;

to analyze main regulatory mechanisms on:
0 environment protection;
o promotion of Renewable Energy Sources (RES) anduwed Heat and Power (CHP);
0 energy efficiency promotion;

to evaluate the results of the different mechanismbie national contexts, analyzing success
factors and critical issues;

to analyze the possible effects of the introductadm@ national level of successful mechanisms
adopted in other countries;

to evaluate the possibility of extending the fuoing of national mechanisms to a supra-
national level (green certificates market, marlketsnergy efficiency);

to evaluate the possibility of collaboration asamelg the flexible mechanisms introduced by the
Kyoto Protocol;

to study the effects of linking the European EnassTrading Scheme with schemes introduced
in third countries.
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Expected Output:

o analysis on the status quo in the different coasfriregarding the structure and
organization of the electricity system, the trerfdnational emissions of greenhouse
gases, the legislative and regulatory frameworkceamnng renewable sources support
schemes and energy efficiency promotion;

o the definition of an Executive Summary of the eaniment, RES and energy efficiency
benchmarking exercise.

In 2008 the activity will be focused on the issuafgoth a Report on main regulatory mechanisms and
experiences focussed on the assessment of theupdosons of different national mechanisms (by the
first quarter 2008) and a Paper on the valuatiorthef effects of the introduction of successful
mechanisms in third countries, considering the irtgoyece of the different context in terms of market
structure and regulatory and legislative framew@tkird-fourth quarter 2008). The goals to be
achieved by the end of 2009 are to elaborate arRapée valuation of the effects of extending the
functioning of national mechanisms to a supra-matidevel (first quarter 2009) and to prepare adPap
to analyze collaboration as regards flexible medmas and possibility of linking the ETS Scheme
with schemes in third countries (provisional schdayehe first quarter 2009, final report by therdhi
fourth quarter 2009).

Training needs: in order to better achieve the goals set up aluecessary to study in depth:
 tariff regulation to promote generation from renblgasources;
* regulation to promote and support energy efficie(eyy. experiences on white certificates,
others);
e emission trading;
» European legislation and regulation.

The MEDREG may call on one or more Fora or Semirtarsbe set up, involving national
Governments, the European Commission and otheelstéders in order to agree with concerned
parties the conditions for further development oédilerranean market integration and evaluate
possible involvement of MEDREG members.

Information exchange and Networking

In order to facilitate the exchange of informateomd to promote training projects, MEDREG activities
will profit from the support offered by the Floren&chool of Regulation (FSR), REMEP (Rome Euro-
Mediterranean Energy Platform) and the Internati&mergy Regulation Network.



