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NOTE

From: General Secretariat of the Council
To: Delegations

Subject: ACER's Preliminary Assessment of Europe's high energy prices and the
current wholesale electricity market design

Delegations will find in the annex the ACER's Preliminary Assessment of Europe's high energy

prices and the current wholesale electricity market design.
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4. Select policy considerations

The current undersupply in global gas markets and resulting global gas price surge
is significantly affecting European gas and electricity consumers. Higher than usual
market prices are not per se a sign of malfunctioning markets, in particular when they
follow underlying market fundamentals. Rather, the markets function so as to draw
attention to these underlying fundamentals, raising questions as to whether policy
action should be taken to address them (one example being the currently significant

reliance on gas imports into the EU).

That said, persistently high energy prices naturally raise a number of concerns
for governments, e.g. affordability for end-consumers and especially vulnerable
consumers, as well as competitiveness of industry, inflationary pressures and wider
macroeconomic implications for the economic recovery. Here, we highlight a few

important policy considerations, both short-term and longer-term.

4.1 Short-term relief to protect the vulnerable and the European
Commission’s Toolbox

Energy price increases will disproportionately affect vulnerable consumers and

those on lower incomes, thus raising issues of equity. The timing and impact on

consumers depends on their contract for energy services (e.g. whether these are

flexible, dynamic or fixed price contracts). Eventually, however, suppliers are likely to

pass on cost increases to consumers (be it immediately or later on).

The typical bill sheds some light on where government policy interventions could be
e.g. reducing taxes and levies. The cost breakdown of the household bill is roughly
one-third energy, one-third network charges, and one-third taxes andlevies (although
with significant variations between Member States as Figure 8 shows). Hence, the

approaches in different Member States will likely vary.

ACERE

With taxes and levies making
up a considerable part
of the typical household
electricity bill in the EU,
governments may want
to consider reductions or
targeted exemptions of taxes
and levies. From a regulatory
perspective, such measures
would have maximum impact
if they target particularly
vulnerable consumer groups.

35%
energy

Figure 8: Average EU electricity bill breakdown 2020 (%, EUR/MWh)

@ Energy @ Distribution @ Transmission @RES @ Taxes @ VAT

JE7 753 749 a6

EUR

Source: Eurostat Band DC — 2,500-5,000kWh consumption per annum
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