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Dear all,

Welcome to the 2024 October issue of EU-China Energy Magazine! This month, we focus on two crucial topics － energy regulation and circularity － that are significantly influencing the evolution of our energy sector.

China is adjusting its legal framework to address the challenges posed by the increasing share of renewable energy in the new power system. On 11 October 2024, EU-China Energy Cooperation Platform (ECECP), the Sino-German Energy Partnership implemented by GIZ, and China Electricity Council (CEC) jointly organised an expert workshop to facilitate dialogue between Europe and China on the construction of a new power market and its corresponding electricity legal framework.

Building on the insights gleaned from this event, we present a featured article by Dr Rozeta Karova, international consultant on energy law and policy, who provided a comprehensive overview of the development of EU energy regulations governing the EU electricity markets, illustrating how they are implemented in Member States. We believe that sharing this EU expertise will provide valuable insights for Chinese policymakers. 

The increasing role of LNG supplies to the EU has brought the emissions associated with LNG supply chains to the forefront of the energy and climate agenda. Our discussion on regulation continues with an article looking at the potential impact of the EU Methane Regulation on LNG imports. We also report on how Germany and Poland, the two largest coal consumers in the EU, are accelerating the transition away from coal by developing renewables, while navigating economic and social challenges during the shift to ensure justice and efficiency.

Shifting our focus to China, we spotlight the circularity within the renewable industry. China continues to lead in the manufacturing and deployment of EV batteries and PV panels globally, but the imminent retirement of these products highlights the urgent need for responsible end-of-life management. ECECP conducted on-site interviews with two Chinese companies specialising in battery and PV panel recycling, discussing the challenges they face and potential solutions.

In its inaugural issue published in December 2019, this magazine featured an article about innovative EU solutions in wind turbine blade recycling. Five years on, we are eager to explore recent developments in China in this field. Companies or institutions interested in participating in a follow-up interview are encouraged to contact us at magazine@ececp.eu.

We hope you enjoy this issue!

Dr Flora Kan

ECECP Team Leader

28 October, 2024
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1.  ​Understanding European Energy Law 

[image: ]


Introduction

China is the biggest producer and consumer of energy in the world, and when in September 2020 it announced its intention to reach carbon neutrality by 2060, it set in motion the reform of its energy sector and the development of new climate policy. Substantial progress in greening its energy mix has been made over the last decade, and China remains a champion of both renewable energy production and investment in renewable projects. Its Electricity Law, adopted in 1995 and revised in 2009, 2015 and 2018, is to be amended again, together with the Renewable Energy Law. A new Energy Law was adopted on 8 November 2024, which will come into force on 1 January 2025. The objective of the reforms is not only to adapt the new legal framework to enable greater integration of intermittent renewable energy, but also to improve the regulation of the energy sector and the governance and functioning of the energy market. 

On 11 October 2024, the EU China Energy Cooperation Platform (ECECP) together with the GIZ-implemented Sino-German Energy Partnership and China Electricity Council (CEC) organised an expert workshop providing a comprehensive overview of energy laws and regulations governing the EU electricity markets and their implementation in the EU and several Member States. The workshop was attended by Chinese officials from the National Energy Administration (NEA), the National Development and Reform Commission (NDRC), the National People’s Congress (NPC), researchers from think-tanks and representatives from major power companies and European embassies. It included a presentation by international energy consultant Dr Rozeta Karova on the development of the EU’s energy policy and legislation, which provides the basis for this article.

This article will provide an overview of the development of energy law within the EU, aiming to understand the way in which European rules are adopted by the EU institutions and then implemented by the EU Member States. It will include the developments within its electricity market which have been impacted by the integration of increased volumes of decentralised, renewable sources, in line with the EU’s climate neutrality and decarbonisation objectives. A focus will be placed on the progress towards organised short-term electricity markets and their integration, with points of reference for the ongoing legislative reform in China.

European legal framework

The EU is made of 27 Member States and has an institutional setting allowing for decision-making and adoption of European law, known as acquis communautaire. EU integration was achieved through adoption of European treaties, which have supremacy over national law, while the Member States maintain their autonomy.

In addition to the provisions of the EU Treaties, European energy sector-specific law is adopted by the EU institutions in the form of regulations and directives, mostly using the so-called ‘ordinary legislative procedure’. The European Commission submits a legislative proposal to the European Parliament (consisting of directly elected members) and the Council of the EU (consisting of representatives of all the EU Member States). They have equal say in the process, and after their agreement on the text of the legal act, it is published in Official Journal of the EU and becomes EU law.

The EU regulations are ‘binding in their entirety and directly applicable in all Member States’​[1] meaning that the EU Member States do not need to transpose them into domestic law, and they can be enforced directly before the national courts. The directives, on the other hand, are binding upon the Member States as to the result to be achieved, but they need to be transposed into the domestic legal order in order to become national law.​[2] 

In addition to these legal acts, the cross-border electricity market transactions and system operations, alongside conditions for accessing the network for cross-border electricity exchanges, are governed by technical network codes and guidelines, which are adopted in the form of legally binding regulations. These are developed by the European Network of Transmission System Operators (ENTSO-E)​[3] and approved by the European Commission once the Agency for Cooperation of Energy Regulators (ACER) has recommended them for adoption. 

Development of EU energy policy and law

The EU’s threefold objectives of market liberalisation, enhancing the security of supply and sustainability underpin the policy and legislative developments in the EU. These objectives have to be kept in balance, but each of them may prevail at different points in time. While the liberalisation was a guiding principle throughout the ‘90s, the intention being to reform the national electricity markets, security of supply has risen up the European agenda over time as the markets become more international and exposed to cross-border trade. Needless to say, the sustainability objective has been a feature of all legal acts together with the commitments for decarbonisation and reaching climate neutrality by 2050 undertaken by the EU and its Member States.

It is important to bear these objectives in mind when looking into the development of the EU energy policy and law. 

Energy has been an essential part of the integration process of the EU since the very beginning: two of the three European treaties signed in the 1950s​[4] were specifically related to the energy sectors. By contrast, the Treaty of Rome, which established the European Economic Community (which later became the European Union), did not include any provision for a common energy policy. Nevertheless, the latter provided for establishment of a common market​[5] which also covered the energy sectors. The Treaty on the Functioning of the European Union (TFEU),​[6] introduced an energy article - Article 194 TFEU - stipulating the three abovementioned energy objectives. 

Well before the specific energy article was introduced in the TFEU, the first sector-specific electricity liberalisation Directive 96/92/EC was adopted in the 90’s. Its objective was to open the electricity markets through the gradual introduction of competition, increasing the efficiency of the sector and the competitiveness of the European economy. Leaving a lot of freedom to the Member States, its implementation led to the development of different national electricity market designs, depending on the national energy mix and the sector’s organisation. The European model started with a focus on the final goal of liberalisation, allowing transitional measures and more detailed legislation to be developed in the second legislative package when Directive 2003/54/EC was adopted together with the first Regulation 1228/2003/EC on cross-border exchanges in electricity. 

The Third Energy Package from 2009, Directive 2009/72/EC and Regulation (EU) 714/2009, was focused on regional cooperation and completion of the internal energy market. In this package, ACER and ENTSO-E were established, the intention being to foster Europeanisation and cooperation between National Regulatory Authorities (NRAs) and Transmission System Operators (TSOs). Finally, the acts adopted within the Clean Energy Package for all Europeans, as part of the ‘Fit for 55’, Directive 2019/944/EU and Regulation (EU) 2019/943 were intended to align the climate and energy targets. Namely, under the European Climate Law, the Regulation (EU) 2021/1119, the EU Member States committed to reach climate-neutrality by 2050. The first intermediary target is to reduce net emissions by at least 55% by 2030, compared to 1990 levels. Those higher targets, including for renewable energy and energy efficiency, together with the electrification of the economy, required changes in the rules governing the electricity sectors and markets, more flexibility and new services being offered by local energy communities, better customer protection and improved longer-term forward markets. 

The gradual and partial opening of the electricity markets started with the first electricity directive setting the conditions for transforming the electricity industries, from monopolistic to competitive markets, a process which was accelerated with the second package. The concept of unbundling, meaning that non-competitive activities (transmission and distribution of electricity) had to be separated from the competitive activities (production and supply of electricity), was introduced in the first directive requiring
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