Annex  1 

COMMON RULES ON THE ESTABLISHMENT OF THE REGIONAL ELECTRICITY MARKET IN SOUTH EAST EUROPE AND ITS INTEGRATION INTO THE EUROPEAN COMMUNITY INTERNAL MARKET IN ELECTRICITY

1.1. Scope
This section establishes common rules for the generation, transmission, distribution and supply of electricity.  It lays down the rules relating to the organisation and functioning of the electricity sector, access to the market, the criteria and procedures applicable to calls for tenders and the granting of authorisations and the operation of systems.

1.2. technical rules
Participants shall ensure that technical safety criteria are defined and that technical rules establishing the minimum technical design and operational requirements for the connection to the system of generating installations, distribution systems, directly connected consumers' equipment, interconnector circuits and direct lines are developed and made public. These technical rules shall ensure the interoperability of systems and shall be objective and non‑discriminatory. 
1.3. Public service obligation and customer protection
Participants shall ensure, on the basis of their institutional organisation, that electricity undertakings are operated in accordance with the principles of the Memorandum of Understanding with a view to achieving a competitive, secure and environmentally sustainable market in electricity, and shall not discriminate between these undertakings as regards either rights or obligations.

Participants may impose on undertakings operating in the electricity sector, in the general economic interest, public service obligations which may relate to security, including security of supply, regularity, quality and price of supplies and environmental protection, including energy efficiency and climate protection.  Such obligations shall be clearly defined, transparent, non‑discriminatory, verifiable and shall guarantee equality of access for all participants and electricity companies to national consumers.  In relation to security of supply, energy efficiency/demand-side management electricity from renewable energy sources and for the fulfilment of environmental goals, as referred to in this paragraph, Participants may introduce the implementation of long‑term planning, taking into account the possibility of third parties seeking access to the system.

Participants shall ensure that all household customers, and, where Participants deem it appropriate, small enterprises, (namely enterprises with fewer than ** occupied persons and an annual turnover or balance sheet not exceeding EUR ** million), enjoy universal service, that is the right to be supplied with electricity of a specified quality within their territory at reasonable, easily and clearly comparable and transparent prices.  To ensure the provision of universal service, Participants may appoint a supplier of last resort.  Participants shall impose on distribution companies an obligation to connect customers to their grid under terms, conditions and tariffs set in accordance with the procedure agreed with the Electricity Regulatory Authority.  Nothing in this Memorandum of Understanding shall prevent Participants from strengthening the market position of the domestic, small and medium-sized consumers by promoting the possibilities of voluntary aggregation of representation for this class of consumers.

This shall be implemented in a transparent and non-discriminatory way and shall not impede the opening of the market provided for below.
When financial compensation, other forms of compensation and exclusive rights which a participant grants for the fulfilment of the obligations set out are provided, this shall be done in a non-discriminatory and transparent way.

Participants shall take appropriate measures to protect final customers, and shall in particular ensure that there are adequate safeguards to protect vulnerable customers, including measures to help them avoid disconnection.  In this context, Participants may take measures to protect final customers in remote areas.  They shall ensure high levels of consumer protection, particularly with respect to transparency regarding contractual terms and conditions, general information and dispute settlement mechanisms.  Participants shall ensure that the eligible customer is in fact able to switch to a new supplier. 
Participants shall implement appropriate measures to achieve the objectives of social and economic cohesion, environmental protection, which may include energy efficiency/demand-side management measures and means to combat climate change, and security of supply.  Such measures may include, in particular, the provision of adequate economic incentives, using, where appropriate, all existing national, regional tools and international tools, for the maintenance and construction of the necessary network infrastructure, including interconnection capacity.
Participants shall, upon implementation of this Memorandum of Understanding, inform the Permanent High Level Group and the Commission of all measures adopted to fulfil universal service and public service obligations, including consumer protection and environmental protection, and their possible effect on national and international competition, whether or not such measures require a derogation from this Memorandum of Understanding.  They shall inform the Permanent High Level Group subsequently every two years of any changes to such measures, whether or not they require a derogation from this Memorandum of Understanding.
1.4. Authorisation procedure for new capacity

For the construction of new generating capacity, Participants shall adopt an authorisation procedure, which shall be conducted in accordance with objective, transparent and non‑discriminatory criteria. The Regulatory Committee gives an opinion when projects concerned have a regional dimension.
Participants shall lay down the criteria for the grant of authorisations for the construction of generating capacity in their territory.  These criteria may relate to:

(a)
the safety and security of the electricity system, installations and associated equipment; 

(b)
protection of public health and safety;

(c)
protection of the environment; 

(d)
land use and siting; 

(e)
use of public ground; 

(f)
energy efficiency; 

(g)
the nature of the primary sources; 

(h)
characteristics particular to the applicant, such as technical, economic and financial capabilities; 

(i)
compliance with measures adopted pursuant to the attainment of Public Service Obligations.

Participants shall ensure that authorisation procedures for small and/or distributed generation take into account their limited size and potential impact. 

The authorisation procedures and criteria shall be made public.  Applicants shall be informed of the reasons for any refusal to grant an authorisation.  The reasons must be objective, non‑discriminatory, well founded and duly substantiated.  Appeal procedures shall be made available to the applicant. 
1.5. tendering for new capacity
Participants shall ensure the possibility, in the interests of security of supply, of providing for new capacity, or renewable energy sources, or energy efficiency/demand-side management measures through a tendering procedure or any procedure equivalent in terms of transparency and non-discrimination, on the basis of published criteria.  These procedures can, however, only be launched if on the basis of the authorisation procedure the generating capacity being built or the energy efficiency/demand-side management measures being taken are not sufficient to ensure security of supply.

Participants may ensure the possibility, in the interests of environmental protection and the promotion of infant new technologies, of tendering for new capacity on the basis of published criteria.  This tender may relate to new capacity or energy efficiency/demand-side management measures.  A tendering procedure can, however, only be launched if on the basis of the authorisation procedure the generating capacity being built or the measures being taken are not sufficient to achieve these objectives.

Details of the tendering procedure for means of generating capacity and energy efficiency/demand-side management measures shall be published electronically by the Participants at least six months prior to the closing date for tenders.

The tender specifications shall be made available to any interested undertaking established in the territory of a Participant so that it has sufficient time in which to submit a tender.

With a view to ensuring transparency and non-discrimination the tender specifications shall contain a detailed description of the contract specifications and of the procedure to be followed by all tenders and an exhaustive list of criteria governing the selection of tenders and the award of the contract, including incentives, such as subsidies, which are covered by the tender.  These specifications may also relate to the fields referred to in para 1.4 “Authorisation procedure”.

In invitations to tender for the requisite generating capacity, consideration must also be given to electricity supply offers with long‑term guarantees from existing generating units, provided that additional requirements can be met in this way.

Participants shall designate an authority or a public body or a private body independent from electricity generation, transmission, distribution and supply activities, which may be a regulatory authority to be responsible for the organisation, monitoring and control of the tendering procedure referred to in the paragraphs above.  Where a transmission system operator is fully and legally independent from other activities not relating to the transmission system in ownership terms, the transmission system operator may be designated as the body responsible for organising, monitoring and controlling the tendering procedure.  This authority or body shall take all necessary steps to ensure confidentiality of the information contained in the tenders.

1.6. Transmission system operation
1.6.1. Designation of Transmission System Operators

Participants shall designate, or shall require undertakings which own transmission systems to designate, for a period of time to be determined by Participants having regard to considerations of efficiency and economic balance, one transmission system operator. Participants shall ensure that transmission system operators act in accordance with paragraphs below.
Participants may co-operate to have joint control over a single combined Transmission System Operator.
1.6.2. Tasks of Transmission System Operators

Each transmission system operator shall be responsible for:

(a)
ensuring the long-term ability of the system to meet reasonable demands for the transmission of electricity;

(b)
contributing to security of supply through adequate transmission capacity and system reliability;

(c)
managing energy flows on the system, taking into account exchanges with other interconnected systems.  To that end, the transmission system operator shall be responsible for ensuring a secure, reliable and efficient electricity system and, in that context, for ensuring the availability of all necessary ancillary services insofar as this availability is independent from any other transmission system with which its system is interconnected;

(d)
providing to the operator of any other system with which its system is interconnected sufficient information to ensure the secure and efficient operation, co-ordinated development and interoperability of the interconnected system;

(e)
ensuring non-discrimination as between system users or classes of system users, particularly in favour of its related undertakings.

(f)
providing system users with the information they need for efficient access to the system.
1.6.3. Unbundling of Transmission System Operators

Where the transmission system operator is part of a vertically integrated undertaking, it shall be independent at least in terms of its legal form, organisation and decision making from other activities not relating to transmission.  These rules shall not create an obligation to separate the ownership of assets of the transmission system from the vertically integrated undertaking.

In order to ensure the independence of the transmission system operator referred to above, the following minimum criteria shall apply:
(a)
those persons responsible for the management of the transmission system operator may not participate in company structures of the integrated electricity undertaking responsible, directly or indirectly, for the day-to-day operation of the generation, distribution and supply of electricity;

(b)
appropriate measures must be taken to ensure that the professional interests of the persons responsible for the management of the transmission system operator are taken into account in a manner that ensures that they are capable of acting independently;


©
the transmission system operator shall have effective decision-making rights, independent from the integrated electricity undertaking, with respect to assets necessary to operate, maintain or develop the network.  This should not prevent the existence of appropriate co-ordination mechanisms to ensure that the economic and management supervision rights of the parent company in respect of return on assets, regulated indirectly in accordance with the methodologies issued by the Electricity Regulatory Authority, in a subsidiary are protected. In particular, this shall enable the parent company to approve the annual financial plan, or any equivalent instrument, of the transmission system operator and to set global limits on the levels of indebtedness of its subsidiary. It shall not permit the parent company to give instructions regarding day-to-day operations, nor with respect to individual decisions concerning  the construction or upgrading of transmission lines, that do not exceed the terms of the approved financial plan, or any equivalent instrument;

(d)
the transmission system operator shall establish a compliance programme, which sets out measures taken to ensure that discriminatory conduct is excluded, and ensure that observance of it is adequately monitored.  The programme shall set out the specific obligations of employees to meet this objective.  An annual report, setting out the measures taken, shall be submitted by the person or body responsible for monitoring the compliance programme to the Electricity Regulatory Authority and shall be published.

1.6.4. Dispatching and Balancing

Without prejudice to the supply of electricity on the basis of contractual obligations, including those which derive from the tendering specifications, the transmission system operator shall, where it has this function, be responsible for dispatching the generating installations in its area and for determining the use of interconnectors with other systems.

The dispatching of generating installations and the use of interconnectors shall be determined on the basis of criteria which may be approved by the Participant and which must be objective, published and applied in a non‑discriminatory manner which ensures the proper functioning of the regional electricity market.  They shall take into account the economic precedence of electricity from available generating installations or interconnector transfers and the technical constraints on the system.

A Participant may require the system operator, when dispatching generating installations, to give priority to generating installations using renewable energy sources or waste or producing combined heat and power.

A Participant may, for reasons of security of supply, direct that priority be given to the dispatch of generating installations using indigenous primary energy fuel sources, to an extent not exceeding in any calendar year  15 % of the overall primary energy necessary to produce the electricity consumed in the Participant concerned.

Participants may require transmission system operators to comply with minimum standards for the maintenance and development of the transmission system, including interconnection capacity.

Transmission system operators shall procure the energy they use to cover energy losses and reserve capacity in their system according to transparent, non-discriminatory and market-based procedures, whenever they have this function.

Rules adopted by transmission system operators for balancing the electricity system shall be objective, transparent and non-discriminatory, including rules for the charging of system users of their networks for energy imbalance.  Terms and conditions, including rules and tariffs, for the provision of such services by transmission system operators shall be established pursuant to a methodology issued by the Electricity Regulatory Authority, in a non-discriminatory and cost-reflective way and shall be published.
1.6.5. Confidentiality for Transmission System Operators

Without prejudice to the principles set out in “Unbundling and Transparency of Accounts” or any other legal duty to disclose information, the transmission system operator shall preserve the confidentiality of commercially sensitive information obtained in the course of carrying out its business.  Information disclosed regarding its own activities, which may be commercially advantageous, shall be made available in a non-discriminatory manner.

1.7. Distribution system operation

1.7.1. Designation of Distribution System Operators

Participants shall designate or shall require undertakings that own or are responsible for distribution systems to designate, for a period of time to be determined by Participants having regard to considerations of efficiency and economic balance, one or more distribution system operators.  Participants shall ensure that distribution system operators act in accordance with:
1.7.2. Tasks of Distribution System Operators

The distribution system operator shall maintain a secure, reliable and efficient electricity distribution system in its area with due regard for the environment.

In any event, it must not discriminate between system users or classes of system users, particularly in favour of its related undertakings.

The distribution system operator shall provide system users with the information they need for efficient access to the system. 

A Participant may require the distribution system operator, when dispatching generating installations, to give priority to generating installations using renewable energy sources or waste or producing combined heat and power.

Distribution system operators shall procure the energy they use to cover energy losses and reserve capacity in their system according to transparent, non-discriminatory and market based procedures, whenever they have this function.  This requirement shall be without prejudice to using electricity acquired under contracts concluded before the signature of this Memorandum of Understanding.

Where distribution system operators are responsible for balancing the electricity distribution system, rules adopted by them for that purpose shall be objective, transparent and non‑discriminatory, including rules for the charging of system users of their networks for energy imbalance.  Terms and conditions, including rules and tariffs, for the provision of such services by distribution system operators shall be established in accordance with methodologies issued by the Electricity Regulatory Authority, in a non‑discriminatory and cost-reflective way and shall be published. 

When planning the development of the distribution network, energy efficiency/demand-side management measures and/or distributed generation that might supplant the need to upgrade or replace electricity capacity shall be considered by the distribution system operator.

1.7.3. Unbundling of Distribution System Operators

Where the distribution system operator is part of a vertically integrated undertaking, it shall be independent at least in terms of its legal form, organisation and decision making from other activities not relating to distribution.  These rules shall not create an obligation to separate the ownership of assets of the distribution system operator from the vertically integrated undertaking.

In addition to the requirements above, where the distribution system operator is part of a vertically integrated undertaking, it shall be independent in terms of its organisation and decision making from the other activities not related to distribution. In order to achieve this, the following minimum criteria shall apply:
(a)
those persons responsible for the management of the distribution system operator may not participate in company structures of the integrated electricity undertaking responsible, directly or indirectly, for the day-to-day operation of the generation, transmission or supply of electricity;

(b)
appropriate measures must be taken to ensure that the professional interests of the persons responsible for the management of the distribution system operator are taken into account in a manner that ensures that they are capable of acting independently;

(c)
the distribution system operator shall have effective decision-making rights, independent from the integrated electricity undertaking, with respect to assets necessary to operate, maintain or develop the network.  This should not prevent the existence of appropriate co-ordination mechanisms to ensure that the economic and management supervision rights of the parent company in respect of return on assets, regulated indirectly in accordance with methodologies issued by the Electricity Regulatory Authority, in a subsidiary are protected.  In particular, this shall enable the parent company to approve the annual financial plan, or any equivalent instrument, of the distribution system operator and to set global limits on the levels of indebtedness of its subsidiary. It shall not permit the parent company to give instructions regarding day-to-day operations, nor with respect to individual decisions concerning the construction or upgrading of distribution lines, that do not exceed the terms of the approved financial plan, or any equivalent instrument.

(d)
the distribution system operator shall establish a compliance programme, which sets out measures taken to ensure that discriminatory conduct is excluded, and ensure that observance of it is adequately monitored.  The programme shall set out the specific obligations of employees to meet this objective.  An annual report, setting out the measures taken, shall be submitted by the person or body responsible for monitoring the compliance programme to the Electricity Regulatory Authority and published. 

Participants may decide not to apply the above to integrated electricity undertakings serving less than 20.000 customers, or serving small isolated systems.
1.7.4. Confidentiality for Distribution System Operators

Without prejudice to principles set out in the “Unbundling and Transparency of Accounts” or any other legal duty to disclose information, the distribution system operator must preserve the confidentiality of commercially sensitive information obtained in the course of carrying out its business, and shall prevent information about its own activities which may be commercially advantageous being disclosed in a discriminatory manner.

1.8. Combined operator

Participants may create a combined transmission and distribution system operator, which is independent in terms of its legal form, organisation and decision making from other activities not relating to transmission or distribution system operation and which meets the requirements set out in points (a) to (d). These rules shall not create an obligation to separate the ownership of assets of the combined system from the vertically integrated undertaking:
(a)
those persons responsible for the management of the combined system operator may not participate in company structures of the integrated electricity undertaking responsible, directly or indirectly, for the day-to-day operation of the generation, or supply of electricity;

(b)
appropriate measures must be taken to ensure that the professional interests of the persons responsible for the management of the combined system operator are taken into account in a manner that ensures that they are capable of acting independently;

(c)
the combined system operator shall have effective decision-making rights, independent from the integrated electricity undertaking, with respect to assets necessary to operate, maintain and develop the network.  This should not prevent the existence of appropriate co-ordination mechanisms to ensure that the economic and management supervision rights of the parent company in respect of return on assets, regulated indirectly in accordance with methodologies issued by the Electricity Regulatory Authority, in a subsidiary are protected.  In particular, this shall enable the parent company to approve the annual financial plan, or any equivalent instrument, of the combined system operator and to set global limits on the levels of indebtedness of its subsidiary. It shall not permit the parent company to give instructions regarding day-to-day operations, nor with respect to individual decisions concerning the construction or upgrading of transmission and distribution lines, that do not exceed the terms of the approved financial plan, or any equivalent instrument;

(d)
the combined system operator shall establish a compliance programme which sets out measures taken to ensure that discriminatory conduct is excluded, and ensure that observance of it is adequately monitored.  The programme shall set out the specific obligations of employees to meet this objective.  An annual report, setting out the measures taken, shall be submitted by the person or body responsible for monitoring the compliance programme to the Electricity Regulatory Authority and published.

1.9. Unbundling and transparency of accounts

1.9.1. Right of access to accounts

Participants or any competent authority they designate, including the Electricity Regulatory Authorities, shall, insofar as necessary to carry out their functions, have right of access to the accounts of electricity undertakings. 
Participants and any designated competent authority, including the regulatory authorities referred to in section 1.12, shall preserve the confidentiality of commercially sensitive information. Participants may provide for the disclosure of such information where this is necessary in order for the competent authorities to carry out their functions.
1.9.2. Unbundling of accounts

Participants shall take the necessary steps to ensure that the accounts of electricity undertakings are kept in accordance with this provision.

Electricity undertakings, whatever their system of ownership or legal form, shall draw up, submit to audit and publish their annual accounts in accordance with the rules of national law. 
Undertakings which are not legally obliged to publish their annual accounts shall keep a copy of these at the disposal of the public in their head office.

Electricity undertakings shall, in their internal accounting, keep separate accounts for each of their transmission and distribution activities as they would be required to do if the activities in question were carried out by separate undertakings, with a view to avoiding discrimination, cross‑subsidisation and distortion of competition.  They shall also keep accounts, which may be consolidated, for other electricity activities not relating to transmission or distribution.  Where appropriate and following the spirit of this Memorandum, they shall keep separate accounts for supply activities for eligible customers and supply activities for non-eligible customers.  Revenue from ownership of the transmission/distribution system shall be specified in the accounts.  Where appropriate, they shall keep consolidated accounts for other, non-electricity activities.  The internal accounts shall include a balance sheet and a profit and loss account for each activity.

The audit verifies that the obligation to avoid discrimination and cross-subsidies referred to in the third paragraph is respected.

1.10. Organisation of Access to the System
1.10.1. Third party access

Participants shall ensure the implementation of a system of third party access to the transmission and distribution systems based on published tariffs, applicable to all eligible customers and applied objectively and without discrimination between system users.  Participants shall ensure that these tariffs, or the methodologies underlying their calculation, are approved, prior to their entry into force, by the Electricity Regulatory Authority, and that these tariffs, and the methodologies - where only methodologies are approved - are published prior to their entry into force.

The operator of a transmission or distribution system may refuse access where it lacks the necessary capacity.  Duly substantiated reasons must be given for such refusal.  Participants shall ensure, where appropriate and when refusal of access takes place, that the transmission or distribution system operator provides relevant information on measures that would be necessary to reinforce the network.  The party requesting such information may be charged a reasonable fee reflecting the cost of providing such information.
1.10.2. Market opening and reciprocity

Participants shall take the necessary measures to ensure an opening of their electricity markets, so that contracts can be concluded at least up to a significant level, to be notified to the Regulatory Committee on an annual basis.

(a1)
until 1 July 2005, the share of the national market shall be calculated on the basis of the regional share of electricity consumed by final consumers consuming more than 40 GWh per year (on a consumption site basis and including autoproduction).
The average regional share shall be calculated by the Regulatory Committee on the basis of information regularly provided to it by the Participants. The Regulatory committee shall publish this average regional share defining the degree of market opening before November each year, with all appropriate information clarifying the calculation.
(a2) The share of the national market referred to in paragraph (a1) will be increased progressively until 2008. This increase will be calculated by reducing the regional consumption threshold of 40 GWh, referred to in paragraph (a1) from 40 GWh to a level of 20 GWh annual electricity consumption, by 2007,  and to a level of 9 GWh annual electricity consumption, by 2008.
Participants shall specify those customers inside their territory representing the shares as specified in paragraphs (a1) and (a2) which have the legal capacity to contract electricity, given that all final consumers consuming more than 100 GWh per year (on a consumption site basis and including autoproduction) must be included in the above category. Distribution companies, if not already specified as eligible customers under this paragraph, shall have the legal capacity to contract for the volume of electricity being consumed by their customers designated as eligible within their distribution system, in order to supply those customers.
To avoid imbalance in the opening of electricity markets:
(a)
contracts for the supply of electricity with an eligible customer in the system of another country of the region (either Participant or EU Member State who belongs to the regional market) shall not be prohibited if the customer is considered as eligible in both systems involved;

(b)
in cases where transactions as described in point (a) are refused because of the customer being eligible only in one of the two systems, the Permanent High Level Group may oblige, taking into account the situation in the market and the common interest, the refusing party to execute the requested supply at the request of the non EU Participant and/or of this EU Member State who belongs to the regional market where the eligible customer is located. 

1.11. Direct lines

Participants shall take the measures necessary to enable:

(a)
all electricity producers and electricity supply undertakings established within their territory to supply their own premises, subsidiaries and eligible customers through a direct line;

(b)
any eligible customer within their territory to be supplied through a direct line by a producer and supply undertakings.

Participants shall lay down the criteria for the grant of authorisations for the construction of direct lines in their territory.  These criteria must be objective and non‑discriminatory.

The possibility of supplying electricity through a direct line shall not affect the possibility of contracting electricity on the basis of Third Party Access.

Participants may make authorisation to construct a direct line subject either to the refusal of system access on the basis, as appropriate, of Third Party Access or to the opening of a dispute settlement procedure.
Participants may refuse to authorise a direct line if the granting of such an authorisation would obstruct the provisions of public service obligation.  Duly substantiated reasons must be given for such refusal.

1.11.1. Monitoring of security of supply

Participants shall ensure the monitoring of security of supply issues.  Where Participants consider it appropriate they may delegate this task to the Electricity Regulatory Authority.  This monitoring shall, in particular, cover the supply/demand balance on the national market, the level of expected future demand and envisaged additional capacity being planned or under construction, and the quality and level of maintenance of the networks, as well as measures to cover peak demand and to deal with shortfalls of one or more suppliers.  The competent authorities shall publish every two years, by 31 July at the latest, a report outlining the findings resulting from the monitoring of these issues, as well as any measures taken or envisaged to address them and shall forward this report to the Permanent High Level Group forthwith.
1.12. The Electricity Regulatory Authority

The Participants shall designate a competent body with the function of an Electricity Regulatory Authority. These authorities shall be wholly independent from the interests of the electricity industry.  They shall at least be responsible for ensuring non-discrimination, effective competition and the efficient functioning of the market, monitoring in particular:
(a)
the rules on the management and allocation of interconnection capacity, in conjunction with the regulatory authority or authorities of those Participants with which interconnection exists;
(b)
any mechanisms to deal with congested capacity within the national electricity system;
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the time taken by transmission and distribution undertakings to make connections and repairs;
(d)
the publication of appropriate information by transmission and distribution system operators concerning interconnectors, grid usage and capacity allocation to interested parties, taking into account the need to treat non-aggregated information as commercially confidential;
(e)
the effective unbundling of accounts to ensure that there are no cross‑subsidies between generation, transmission, distribution and supply activities; 
(f)
the terms, conditions and tariffs for connecting new producers of electricity to guarantee that these are objective, transparent and non-discriminatory, in particular taking full account of the costs and benefits of the various renewable energy sources technologies, distributed generation and combined heat and power;
(g)
the extent to which transmission and distribution system operators fulfil their tasks;
(h)
the level of transparency and competition.
The authorities established shall publish an annual report on the outcome of their monitoring activities referred to above.
The Electricity Regulatory Authorities shall be responsible for fixing or approving, prior to their entry into force, at least the methodologies used to calculate or establish the terms and conditions for:
(a)
connection and access to national networks, including transmission and distribution tariffs. These tariffs, or methodologies, shall allow the necessary investments in the networks to be carried out in a manner allowing these investments to ensure the viability of the networks; and

(b)
the provision of balancing services.

Participants may provide that the regulatory authorities shall submit, for formal decision, to the relevant body in the Participant the tariffs or at least the methodologies referred to in that paragraph as well as the modifications.  The relevant body shall, in such a case, have the power to either approve or reject a draft decision submitted by the Electricity Regulatory Authority. These tariffs or the methodologies or modifications thereto shall be published together with the decision on formal adoption.  Any formal rejection of a draft decision shall also be published, including its justification.
Electricity Regulatory Authorities shall have the authority to require transmission and distribution system operators, if necessary, to modify the terms and conditions, tariffs, rules, mechanisms and methodologies referred to above to ensure that they are proportionate and applied in a non-discriminatory manner.

Any party having a complaint against a transmission or distribution system operator with respect to the issues mentioned above may refer the complaint to the Electricity Regulatory Authority which, acting as dispute settlement authority, shall issue a decision within two months after receipt of the complaint.  This period may be extended by two months where additional information is sought by the Electricity Regulatory Authority.  This period may be further extended with the agreement of the complainant.  Such a decision shall have binding effect unless and until overruled on appeal. 

Where a complaint concerns connection tariffs for major new generation facilities, the two-month period may be extended by the regulatory authority.

Any party who is affected and has a right to complain concerning a decision on methodologies taken pursuant to the above or, where the Electricity Regulatory Authority has a duty to consult, concerning the proposed methodologies, may, at the latest within two months, or a shorter time period as provided by Participants, following publication of the decision or proposal for a decision, submit a complaint for review.  Such a complaint shall not have suspensive effect.
Participants shall take measures to ensure that Electricity Regulatory Authorities are able to carry out their duties referred to above in an efficient and expeditious manner.

Participants shall create appropriate and efficient mechanisms for regulation, control and transparency so as to avoid any abuse of a dominant position, in particular to the detriment of consumers, and any predatory behaviour.  

Participants shall ensure that the appropriate measures are taken, including administrative action or criminal proceedings in conformity with their national law, against the natural or legal persons responsible where confidentiality rules imposed by this Memorandum of Understanding have not been respected.

In the event of cross‑border disputes, the Electricity Regulatory Authority concerned may seek an opinion by the Regulatory Committee.
1.13. Derogations

Participants which can demonstrate, after this Memorandum is signed, that there are substantial problems for the operation of their small isolated systems, may apply for derogations from the relevant provisions of Sections 1.6, 1.7, 1.9 and 1.10 of this Annex, in the case of micro isolated systems, as far as refurbishing, upgrading and expansion of existing capacity are concerned, which may be granted to according to the process referred to section 3 of this Memorandum.  
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