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	Background: 

In the restructured electricity markets networks remain regulated while generation is exposed to competition. In the first case the incentives for capital investments are function of the regulation imposed by the regulatory authorities. Differently in the case of generation no explicit price control applies, however the regulators may monitor generation adequacy and establish additional market and tariffbased incentives to encourage new investments in the sector.

The objective of this ToR is to provide conceptual framework, describe experiences in several countries and derive practical conclusions in relation to regulatory arrangements to encourage investments in network infrastructure and electricity generation. The paper will focus primarily on the national regulation and will not deal with issues related to the international coordination of regulatory activities. Issues related to CHPs and renewables will not be discussed here.
In the course of the work the convener will interact with the conveners of other WG operating in the C5, e.g. WG 3 (dealing with financing issues) or WG 6 (dealing with security of supply). The main objective will be to avoid overlapping and to use potential synergies arsing in the course of the work. Relevant previous publications by CIGRE will be used to utilise the existing knowledge and previous research. 

Scope:  

Task 1 Electricity Networks  

· Major approaches in regulation (e.g. caps, rate of return),

· Overall treatment of capital cost in these regulatory approaches,

· Efficiency assessment for network investments – methods and interfaces with the price control process,

· Inclusion of investments in the regulatory asset base (ex-ante and ex-post treatment),

· Explicit regulatory incentives to encourage investments,

· Regulatory policy to ensure coordinated transmission and generation investments

· Practical experiences from regulatory frameworks (e.g. EU, America, emerging countries, etc,

· Criteria to evaluate the power and sustainability of the regulatory incentives,

· Conclusions.

Task 2 Electricity Generation  

· Regulatory involvement in generation sector,

· Regulatory activities for market monitoring (degree of competition, existence of a market power, Market transparency, liquidity and credibility, risk and price volatility management,…),

· Regulatory incentives to encourage incentives in new generation, in new entrants and to insure a long term balance between offer and demand.

· Regulatory policy to ensure coordinated transmission and generation investments,

· Regulatory incentive to encourage fuel diversifications,

· Practical experiences from regulatory frameworks (e.g. EU, America, emerging countries, etc,

· Criteria to evaluate the power and sustainability of the regulatory incentives,

· Conclusions.

Deliverables :  

Two reports (one of each of the tasks) will be delivered:

· Establishment of Effective and Sustainable Regulatory Incentives for Capital Investments in Electricity Networks,

· Establishment of Effective and Sustainable Regulatory Incentives for Capital Investments in Generation.
Each report shall include:

· Clear definitions and scopes,

· Well developed conceptual part,

· Criteria to describe, group together and evaluate regulation practices around the world,

· Criteria to evaluate the power and sustainability of the incentives,

· Policy conclusions.

Time schedule :

Start: August 2008 

Phase 1: Constitution of the Working Group  (January 2009)

Phase 2: Drafting general conceptual framework (June 2009)

Phase 3: General issues, questionnaire drafting and its final issuing (October 2009)

Phase 4: Collecting and compiling information (January 2010)

Phase 5: Preparing final report (end of 2010)
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