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Abstract

The electricity and gas markets in Spain were liberalized by the 1997 Electricity Act [6]
and the 1998 Hydrocarbons Act [7], respectively. The final step of the liberalization
process was completed in January 2003 with the full eligibility of Spanish electricity and
gas consumers. The liberalization Acts include in addition a two-way long-term energy
planning process within a ten-year time scope. On the one hand the planning process
involves binding planning concerning the so called "basic infrastructures" (which include
the electricity and gas transmission networks plus the total regasification capacity), and
on the other hand, an indicative energy planning aimed at facilitating the decision making
of administrations and agents by forecasting energy demand, and analyzing its coverage
under the premises of security of supply. The present paper describes the current energy
planning system in Spain, the provisions to ensure the security of supply and their
compliance with the new European legislation - both the proposed and the existent one -
regarding the security of supply in the EU.

ENERGETSKI PLAN I SIGURNOST OPSKRBE U ŠPANJOLSKOJ TE
NJIHOVA USKLAĐENOST S EUROPSKIM ZAKONODAVSTVOM

Sažetak

Tržište električne energije u Španjolskoj liberalizirano je 1997. godine Zakonom o
električnoj energiji [6], a Zakonom o ugljikovodicima [7] 1998. godine liberalizirano je
tržište plina. Posljednji korak liberalizacije izvršen je u siječnju 2003., kad su španjolski
potrošači električne energije i plina dobili puno pravo izbora dobavljača. Zakoni o
liberalizaciji uključuju i dvosmjerni dugoročni desetogodišnji postupak energetskog
planiranja. S jedne strane, tim se postupkom planira povezivanje takozvane "osnovne
infrastrukture" koja sadrži mreže za distribuciju električne energije i plina te kompletne
kapacitete za vraćanje tekućeg plina u plinovito stanje. S druge strane, indikativnim
energetskim planiranjem želi se pomoći upravi i gospodarstvenim čimbenicima da donose
odluke, i to predviđanjem energetskih potreba i analiziranjem uspješnosti u
zadovoljavanju tih potreba, i to pod uvjetima sigurnosti opskrbe. Ovaj rad opisuje
postojeći sustav energetskog planiranja u Španjolskoj, pripreme za omogućavanje
sigurnosti opskrbe i njihovu usklađenost s novim europskim propisima - predloženim i
već uvedenim - koji se odnose na sigurnost opskrbe unutar Europske unije.
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1. SECURITY OF SUPPLY AND ENERGY PLANNING IN SPAIN

Spanish legislation has made several provisions in the area of Security of Supply. One of
their most remarkable contributions is the energy planning mechanism developed under
the Electricity and Hydrocarbon Acts - the very acts, in fact, that have initiated the
liberalization processes in the Electricity and Gas sectors. In the gas sector a Royal
Decree on Diversification and Minimum level of Stocks of Hydrocarbons has been
approved recently. [10] The Decree has imposed a limitation of up to 60 percent
concerning the allowed amount of supply imported by retailers from any given country. It
also requires that retailers prove that they have gas stocks for 35 days of their sales.
Moreover, storage levels and the diversification of the supplies are monitored by the
Corporation of Strategic Stocks (CORES), a public institution.

1.1. The Spanish energy planning document

In the course of the ten years of its enforcement, the energy planning document [8]
should be revised and updated every 4 years. The document is applicable on two levels;
the first one is the so-called "binding planning", which affects basic infrastructures
(electricity transmission lines, basic gas pipelines, total national regasification capacity,
and storage facilities for the strategic stocks). The infrastructures planned under the
binding scheme should be built either through a tendering process or by the TSOs. Each
project is assigned a priority index (A, B or C). The second level is the "indicative
planning". Its purpose is to facilitate decision making to stakeholders and public
authorities. The indicative planning forecasts the development of demand, analyses the
coverage of the demand by predicting the evolution of the supply, and anticipates the
evolution of market signals to ensure that the standards of quality and environmental
criteria are met. Consequently, the indicative planning should involve studying the
production and supply of natural gas and power generation.

The following Institutions are involved in the process:

• The ultimate responsibility for approving the document rests with the Government,
while the Ministry of Industry (formerly, the Ministry of Economy) is in charge of the
coordination of the document.

• The Autonomous Regions have certain powers in the process, liaising therefore with
the Central Administration.

• The Ministry of Industry receives the System Operator's propositions regarding the
development of the Transmission network and of the storage capacity

• National Energy Commission partakes in the process through proposals or reports.

• All agents are responsible for providing the System Operator with the necessary
information for the proposal of development of the network.
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The final document is approved by the Government and later discussed in Parliament.
The current energy planning covers the scope 2002-2011. Figure 1. shows the stages in
document processing until its approval.

Min. Ord., BOE 19 June 2001

JL.
Reception of regulated information

Preliminary drafting and assessment

CNE Framework Report

Working Document

Regulated Proceedings
(Regional Authorities)

Infrastructures Sub-Committee
(Congress of Deputies)

Transmission Grid Development Document
CNE

Cabinet

Parliament (for information)

Figure 1. Stages in the processing of energy planning document until its approval

1.2. The CNE "Marco" report

In the year 2001 the Spanish Minister of Economy requested the National Energy
Commission the preparation of a document to forecast the evolution of demand and
supply of both electricity and gas with a short- and middle-term scope (five years). It was
agreed that the document should be updated every six months and that a new version
would be released annually. Up to date three reports have been published. The first CNE
Marco report [9] has been used as an input to the energy planning document 2002-2011.

The CNE Marco report starts by forecasting the supply and the demand for both
electricity and gas according to three scenarios based on different forecasted demand
and supply levels. The report proceeds by analysing the impact of restrictions due to the
transmission network, and goes on to take into consideration the construction period of
the new infrastructure. Moreover, the report provides data of the costs associated with the
reinforcement of the network as well as the impact due to environmental considerations.
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The conclusions of the report are as follows:

Conclusions Concerning the Coverage of Demand for Natural Gas in the Short-Term
scope:

• The projected growth in conventional demand coincides with the Planning scenario.
The demand for combined cycle plants is lower as a result of specific delays in their
entry into operation.

• No problems are expected regarding the availability of gas as a raw material.

• No gas infrastructure constraints are expected for peak winter demand. The minimum
coverage index for the period is 113 percent. Momentary lacks of LNG may occur due
to adverse weather conditions or force majeure.

• Due to substantial increases projected for gas demand, it is necessary that the
planned gas infrastructures be built and enter into operation by the dates foreseen.

• Over-capacity and consequent excess costs for the system are possible as from
2006.

Conclusions Concerning the Coverage of Demand for Electric Power in the Short-Term
scope:

• Electric power demand projected for the next four years is slightly lower than in last
year's Framework Report.

• No problems are expected under normal conditions.

• Coverage of winter demand seems assured due to the availability of an additional 10
percent margin for all scenarios as from 2005.

• Summer coverage - more specifically, the coverage of this summer - could be very
tight if maximum values of the highest demand scenario are reached, combined with
very high temperatures and low rainfall levels.

• Problems may be encountered in the event of: delays in the entry into operation of
new generating plants, delays in the entry into operation of infrastructures, situations
of maximum demand, years with very low rainfall, very adverse weather conditions,
and simultaneous sustained generator faults.

• Coverage index for the different scenarios under consideration

Winter: The tightest coverage index corresponds to 2003 and 2004. See Table 1.

Summer: A particularly tight coverage index for the summer of 2004, tight for 2005
and ample as from 2006. See table 2.
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Table 1. Index for winter demand coverage

Escenario
eficiencia
Escenario
central
Escenario
superior
Escenario
extreme-
superior
Escenario
crecimiento
sostenido

2003

1,145

1,124

1,03

1,059

1,059

Indice de cobertura
2004

1,138

1,109

1,063

1,047

1,041

de invierno
2005

1,228

1,198

1,157

1,135

1,117

2006

1,374

1,341

1,294

1,27

1,247

2007

1,423

1,379

1,323

1,301

1,277

Table 2. Index for summer demand coverage

Indice de cobertura de verano
2004 2005 2006 2007

Escenario
eficiencia
Escenario
central
Escenario
superior
Escenario
extreme-
superior
Escenario
crecimiento
sostenido

1,093

1,045

1,006

1

0,995

1,159

1,106

1,074

1,063

1,046

1,329

1,271

1,232

1,22

1,198

1,396

1,323

1,233

1,271

1,248

2. COMPLIANCE WITH THE EUROPEAN UNION LEGISLA TION

2.1. Electricity

Article 4 of the 2003/54/EC Directive on the internal electricity market [1] requires
Member States to Monitor Security of Supply:

Member States shall ensure the monitoring of security of supply issues. Where
Member States consider it appropriate they may delegate this task to the
regulatory authorities referred to in Article 23(1). 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
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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 Commission fodhwith.

Spain has been slow to transpose the Directive. The CNE sent last summer to the
Ministry of Industry a report where the required modifications were analysed.

A specific Directive concerning measures to safeguard the security of electricity supply
and infrastructure investment was proposed by the European Commission in December
2003 [4] and it has become a priority for the current European Union Presidency. By the
time this paper was written a third revision of the EC proposal had been released [5].

2.2. Gas

Article 5 of the 2003/55/EC Directive on the internal natural gas market [2] requires
Member States to Monitor Security of Supply:

Member States shall ensure the monitoring of security of supply issues. Where
Member States consider it appropriate, they may delegate this task to the
regulatory authorities referred to in Article 25(1). This monitoring shall, in
particular, cover the supply/ demand balance on the national market, the level of
expected future demand and available supplies, 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, by 31
July each year 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 Commission fodhwith.

As in the case of the electricity directive, the gas directive yet has to be transposed in
Spain.

A specific Directive on Security of natural gas supply was approved in April 2004 [3]. The
deadline for transposing the Directive to the national legislations is May 2006. A detailed
analysis on the transposition of the new Directive needs to be conducted first, although
most of the requirements have been included in the Hydrocarbons Act and in the Royal
Decree on Diversification and Minimum level of Stocks.

3. CONCLUSIONS

The factors outlined below are of importance regarding the security of supply:

• Clearly defined responsibilities for each player.
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Stable, objective, transparent and non-discriminatory regulations. In particular, a clear
regulatory framework is an essential condition for investment in regulated monopoly
activities.

Symmetric and coherent developments in the gas and electric power markets due to
increasing mutual interaction.

Functioning market with effective competition: concurrence of players, reflection of
costs, diversity of supply, etc.

Interoperability between systems and regional convergence help to secure supply.

Appropriate monitoring of secure supply and action, if necessary, through market
signals may be needed in transitional stages of the journey towards full liberalisation.
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