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Meeting between Margrethe VESTAGER, European Commission Executive Vice-President, and
Enel Group — 3 March 2023, 16:45

Participants:

e Margrethe VESTAGER, European Commission Executive Vice-President
e Stina SOEWARTA, Head of Vestager’s Cabinet

e Marta BALOSSINO, member of Vestager's Cabinet

e Michele PIERGIOVANNI, member of Vestager's Cabinet

- opened the meeting stating that the need for an electricity market design review
has been already discussed for a long time among stakeholders. The debates in the past showed

that, while a part of the market was fine with a very short time horizon system (as the one in
place), other stakeholders deemed this short time horizon lacked to show the benefits of
decarbonizing. However, there was no urgency to finalize such discussion and come forward
with concrete proposals on the matter before the 2022 energy crisis.

considered that the war made it evident that a change of the market is needed, in
the sense of establishing some visibility for long-term market targets. Nevertheless, certain
stakeholders are still asking to keep what is working in the existing system and to create a
second parallel long-term horizon system.

also considered that a consensus on a new design of the market can be reached and
expressed his support for action at EU level. According to him, MS should not work on the
market design alone; if each MS suggests its methodology for pricing, this would result in
distorting competition and affecting the level playing field.

While recognizing that it may not be doable for each MS to have its own system, the Executive
Vice-President underlined that it can be difficult to have a compromise on putting everything
together, both the long-term and short-term approaches.

envisaged the setting of a low share of capacity (e.g. 20%, 30%) to be compulsorily
sold long-term by the producers/traders. He added this would be in the interest of the traders
but also of producers and customers, who would like to have projections in the long run. The
short time horizon market will however be kept. The Executive Vice-President wondered if the




proposed system refers to old or new capacity and if this would give an advantage to those
having old (depreciated) capacity.

_ considered the difference old/new capacity would not represent an issue. This
measure is mainly about making sure that industrials have access to predictable prices, while
not preventing the development of green energy, with a foreseeable decrease of other energy
sources in the future.

The Executive Vice-President asked_ opinion on how long it would take to bring EU
prices down so that they would be “world competitive”.

According tc_ with the proposed system at the end of this year, the prices from
2026 -2037 will show an incredible decrease. He mentioned that in 2022 a lot of green capacity
was installed based on decisions taken in 2020 (before crisis), and that in the next years the
installed capacity will be even more (due to the energy crisis experience). It will take around
four years to see the impact. Customers now have no tool to have a long-term view, but they
will certainly appreciate the benefits of it in the future. As regards the possibility to foresee
future capacity, the problem with renewables is that it is not possible to plan centrally with a
fragmentated market, with the main limit represented by permitting. Another bottleneck is
competence (i.e. many people need to learn new jobs related to the energy transition and
perform them). In this regard, the Executive Vice-President mentioned, as an example, the lack
of workers trained for the installation of heat-pumps.

The Executive Vice-President asked opinion on whether other MS are in the
position to adopt such long-term approach clarified this would not be possible for
MS that are not fully digitalized. In particular, investments in networks are needed in certain
Member States.

The Executive Vice-President considered there are many reasons to change the market design,
however she wondered if there will be time enough to address all the different needs and
specificities in the different areas (e.g. storage). - considered that the market design
now in place was not defined once for all. It is important to start with a new market design to
“start somewhere”, but many other things can be fixed on the way.

The Executive Vice-President asked- to clarify whether he was referring to Italy only
and if his proposal would also work for other MS. - clarified that he considered the
capacity market could be relevant in other MS as it does not discriminate between technologies.
According to - the market can be designed with basic concepts and then other
additional points can be discussed. _ drew a parallel with NGEU and the IF
instruments. Since both were designed before the energy crisis, it could be argued that they
should be revised, still he is of the idea that it is good to have them.

expressed his support to the EU industrial strategy, recalling that the fragility of the
supply chain was made evident in the last period. He explained that we altogether
unconsciously decided to have the possibility to buy what we wanted, in the quantity we
wanted, without caring about where energy came from, based on low prices. However, we have
experienced the extreme consequences of this during the crisis. He deems the costs for the
different parts of the world should be equalized.

The Executive Vice-President asked _ opinion on whether such equalization would
be doable._was confident that this would be possible by innovating technology. He
considered that public support that currently allows the Chinese companies to set the “state of
art” would represent an obstacle only at the beginning. He mentioned Enel’s PV modules
characteristics to show the possible level of innovation.








